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BANKING AND CREDIT IN BURMA: 
• 

FIRST VOLUME OF THE REPORT OF THE 

BURMA BANKING ENQUIRY COMMITTEE, 1929-30, 

• CHAPTER I.-INTRODUCTION. 

1. Origin of the EnQuiry.-The Indian Industrial.Commission, 
1916·18, reported that there was urgent necessity for the extension of 
banking facilities throllghout India, and regarded the better organization 
of banking as an important preliminary step towards the advancement 
of Indian industries. It also pointed out Ipalte 8'of its report) that the 
improvenlent of transport had led to increases of exports,.and that the 
internal capital and .its organization had proved ill adapted to the new 
conditions. In a special ref .. ence to Burma (page 32 ot its report) the 
Commission remarked that tlie lack of banks had been a serious handi­
cap to local trade and to up-conn!ry industries .. The Commission noted 
further that Bunnans had been deterred froln investing in the organized 
inclustries and trade of Rangoon by the size of the operations and of the 
existinl! undertakings, and further the energies of Burmans had been 
absorbed by the extension of their agriculture; but Burmans were 
reacly. to invest in small rice, timber and oil mills outside Rangoon. 

2. The External Capital Committee, which in September 1925 
reported that, subject to certain limitations, the inRow of external 
capital into India is not only unob;ectionable1,. itself, but i9 a valoable 
factor in assisting the economic develotlniellt 'Of lama; \Yen. on to say 
as.follows ~ . - . .. ~-. ~ . •• 

It is more -advanbgeous to Indi .. that" ifs requir;ments for new 
capital should be supplied Hom internal rather than from ezternal 
sources, so far as internal capital is f.orthcomi~. The real solution 
.of the Pf.Oblem of external c:lpi,tallies in thQ. development of ladi/l's 
own caPII.-U resources.... • ... . 

India possesses a vase store of dormant c:apiWIIW8itiJIA develop- • 
ment: and, in order to make this available for investment, banlruig. 
facilities must be increased and eztended • • . • • We..-ould 
emphasise the importance of a co-ordioated survey being undertaken 
at the earliest opportunity of the whole field of banking i.p ln~ 
This should be followed by a detailed examinatioo- by an ezpert 
committee 01' committees of the lines along \"hicb progt ess should 
be effected. 
l. In December 1925 the Government of India, following the 

External Capital Committee's recommendation. asked for the .news of 
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local governments as to the' best method of surveying the /leld 0 

bankinl! and of encouraging the development of banking in India 
Meanwhile the Royal Commission on Indian Currency and Financ. 
(-1926) reco,mmended the creation of a Reserve Ban", for India; and, ~ 
the Government of India thought the establishment of this bank woul~ 
remedy some of the m!jor defects of. the Indian banking system anc 
leaa to considerable j(eneral, improvement of that system, the enquil1 
recommended by the External Capital Committee was postponed until 
some experience of the working of the Reserve Bank had been gained, 
it was thought also that an important part of the proposed enquiry, 
namely, the financing of agriculture and facilities for aj(rieultural 
banking, would be covered by the Royal Commission on Agriculture 
whic~ worked from-l <;126 to 1928. When tbe Reserve B~nk Bill was 
rejected by the Legislative Assembly in February 1928, the Government 
of India tllought the question of a bankiQg enquiry should still rest 
until the report of the agricultural commission, published in April 1928, 
h"d been studied. -In ilecember 1928 the Federation of Indian 
Ch~mbers of Commerce "itd _the Associated Chambers of Commerce 

.: both revived the question at their annual meeting, and the Federation 
passed a resolution urging the Government" immediately to appoint "n 
Indian Banking Enquiry Committee. witt. special reference to the; 
system of indigenous banking with a view to develop and foster the 
same," Discussion between these groups of chambers of commerce 
and the Government of India ensued; and the Government of India 
came to the conclusion that, as a step towards the construction of a 
sound system of credit and currency, a banking enquiry would be of 
value in throwing light on the actual situation throughout the country 
arid in instructing p\lblic opinion as to the main requirements. Further 
dissussion with chambers of commerce and with leaders of political 
parties disc\oaed a fairly.genl;rijl consensus of opinion that the enquiry 
should have-regaaHo.tlie peed. of agriculture, commerce and indu;try, 
and should be dire"'ed.to.~tain the existing conditions of banking 
in'India, and' iO:make :otecpmft1endations for the improvement and 
expansion of both indigenouS and joiut.stock banking_ It was further 
generally agreed that the eniluiry should accordingly be C1ivided into 
twb ptincipal stages, the-first of whick ~hon\il consist of the collection 
of evidenCCi and the inClication of the. main directions in which the 
opeding up of increased facilities is reiluired, " while in the second the 
evidence and suggestions of the first slage ,"honld be studied by ellperts 

'with wide experience. _ ~ 

... 4. Subjects of EnQuiry.-The subjects to be covered by the 
enquiry were then analysed into three sections A, B, C, as follows :-

, A. The regulation of banking, wit~ f,e object .of protect~ng 
depositors and thereby increasmg confidence m the bankmg 
system. ' 
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S. Sanlting edueation, wnh the object of providing, facilities fa.: 

obtaininlC training in banking,. and generally of creating a 
body of people who have a real knowledge of the principles, 
and practice of banking. • 

C, The development and extension of banking dn sOllnd rines. 
The last section was fllrtber - subdivided: • into' five' sub-settionil as" 
follows:- -

(a) Industrial banks and credit facilities for India's n'!ain' induStrieS' 
, like cotton, jote, coal, etc., . , 

(b) Financiag of foreiga trade. ' ' • , , 
(,) Agricultural credit (includiag .,co-operative credit) and CFedit 

facilities for small industries. ' 
ttl) Mortga!(e banks; and 
(e) Financing of internal trade in connection with' all the above 

headings, . 

5. Central and. p'rovincial Committees.-Then the 
Government of Iadia set up (a) a GentvaL Committee and (b) a. .. umbe>' 
of prlllviacial committee.;, to deall with the Special circumstances o~ 
different provinces. The presenti volume'is the report ot that one o£ 
these Pl'ovincial committees which was appointed for Burma. 

6, Work for· ,Central Committee,-Sections A and B' and 
sub-sec4ions (a) and (b) of section C were made the direct responsibility 
of the Central Committee, which had also to co-ordinate the provincial 
committees and sift their reports and, with tile aid of three Or four 
experts from other countries, to make its own final report to Government 
upon the whole field of the enquiry, 

7. Work for Provincial Committees.-The main matter 
for stud~ by the provincial' committees was thus confuined ill sub­
sections (e), (d) and (e) of Section C of paragraph 4 above; but they 
were permitted to make contributions also fo those ma~ which were 
the special concern of the Central ~ommltte", and were. expected 10 
make such. contributions wbere there were, special' ~ cond\titln~ 
The provincial' committees were instruc~tI\al thd9 s60uld. amongst 
other things, (i) see how to prcavide for the cultivator' the credit he 
needs for the impro"~ment' ~ his land" and' for' the marketinl! of his 
produce; (ii) devise m"llans ~o stin1ulate the. '!Iabi\ of investmedt and 
to atlra"t banlo.'inj( deposits; and (iii) make. wllff specia! reference 
to the " fabric of finance, '" intensive surveys of' olle or two seI&ted 
~ in e.'\ch province and a general survey ot the province as a whole 
wilh regard to agricolture and to small iJldustries allied or suppiementaP 
to agriculture. ._ 

8. Owing to all the special' ci'rcumstances wbictr bave- ~ to' the 
311itation in Burma for. political separation from !'odia' we c:onSi'dered 
thai the Burma Committee ought to taI..-e a somewhat more comprehen~ 
si\-e view of its duties than was' necessary for the committ'et$ itt"bther 
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provinces. We felt that, owing to the many differences oEconditions 
in India .and Burma, • the reports of other provinces would be less 
likel~ to cover omissions in ours than would be the case for other 
committees, and that, whether political separation came about or not, 
our report must be constructed larg:ely as a reporC for a separate country, 
because we could not expect that measures suiting the average needs of 
other provinces would always suit Burma. We have also endeavoured 
to make our report intelligible to ordinary educated people of Burma 
unacquainted with the speeial terms or literature of banking; if that 
ha§ here and there given the report something of the character of a 
text-book, we "trust our motive will excuse us. 

9. SUDplementary EnquirieS.-80me little time after the 
appointment of the Burma provincial committee the Government of 
Burma asked it to accept the additional duty of making the enquiry, 
which the Royal Commission on Agriculture had recommended for every 
province in paragraph 365 of its report, into the causes of the failure to 
utilise the Usurious Loans Act f· and_ the steps proper to ensure its 

. application in future. Later still requests were received from the Central 
Committee to enquire into-

(a) the subject-matter of the Negotiable Instrumerits ( Amendment) 
Bill which was rejected by the Legislative Asserrlbly in_ 
September 1929:' and 

(b) income-tax in relation to co-operative' societies §. 

10. Personnel.-The members of the Burma committee were as 
follows :-

(1) Mr. S. G. Grantham. I.C.S., Chairman. 
(2) U Aye, M.L.C. (for blSdn), Bar.-al-Law. nominated by the 

Burmese. the Chinese and the Burma-Indian Chambers Of 
Commerce to represent commerce. 

(3) Mr. Lawrence Dawson, iUana1!ing Director of Dawsons Bank, 
Limited, Fellow of i~ Institute of Bankers. Bar.-al-Law. repre­

. senting agriculturi" interests in Lower Burma. 
(4) Di;'an Bahadur A. M. M. Munigappa Chettiar, M.L.C. Wadras 

Presidency), &nker in B''''1I4 and.a Director of lite Indian 
w Bank, Lillli/ed, representing indigenous banking. 

(5) Professor H. S. levons, I.E.S., Professor of EconomiC$ at Rangoon 
University, appointed as an economist. 

(6) U Ba Maung, Manager of I~ Peltll Celliral Co-ojera/ive Bank, 
Limited, representing the co-operative system . 

• 
• Throughout this report we use the term InJia !'> !Dean India 'fD~·II""" Bur,!,,, 

unless the context implies that it includes Banna. nus IS an old-estabhshed practice 
in Burma. -

t See paragrapb 694 belew. 
§ See paragraph 414 below. 

t See paragraph 680 below. , 
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(7) U Mya, T.P.S., Manager 01 the MyitlJ!Yatl Electric Co., Limited, 
representing urban interests. 

(8) U Shwe Tha, K.S.M., retired Delutjl Commissioner, Brvma, 
representing agricultural interests in Upper Burma. 

Mr. Dawson was proposed by the Burma 'Chamber of Commerce to 
represent it on the committee, that is to say, to represent commerce on 
a large scale and banking on European lines. His appointment was not 
made on this ground because he had already been appointed to repre­
sent the agriculturists of Lower Burma and" the Central, Committee was 
thought to be more particularly occupied with uurtters interesting the 
Burma Chamber of Commerce; but it was inevitable that he should 
represent large-scale commerce and European banking on the committee 
as well as 3j(ricultural interests in Lower Burma. Originally U Hla Bu 
of Pyinmana who had been a member of the Committe,e which ( with 
Mr. Calvert of the Punjab as its chairman) had enquired in 1928-29 into 
co-opc:ration in Burma, was appointed to be a member. But ill-health 
preven'ted U Hla Bu from taking any part whatsoever in the committee's 
work until he resigned in November.' U Shwe Tha was appointed 
only after U Hia Bu had resigned. The Diwan Bahadur was unfortu­
nately c.'dled away to Madras in January, and then by unexpected 
circumstances prevented from returning until after the beginning of 
April, when much of this report had been prepared. Professor levons 
left Burma, on his retirement, before the report was complete; but 
assisted in the work except on the eight days of the last two meetings. 

11. Mr. C. A. Vickers, I.C.S., was secretary 10 the committee from the 
26th August to the 2nd December, when he was transferred to a judicial 
appointment and replaced by Mr. G. R. Morley, I.C.S. Mr. Vickers 
saw us throUllb the preparation and issue of our questionnaire, while 
Mr. Morley carried on until the 17th April (when illness compelled him 
to go to Enaland) and thus held the post while its duties were most 
important. After Mr. Morley's departure tbe secretary's duties were 
carried on by tbe Chairman. . 

12. Method of EnQuiry.-lt was 6rst agreed that the enquirY 
should be made by a general questionnaire supplemented by (a) special 
questions addressed to suitable persons or bodies, (6) .sUn>e)·S of the 
6nancial conditions in sample areas and in the province as a whole, (.) 
a census of Chettiar firms workiitg as bankers or moneylenders in Burma, 
and (.1) the extraction from statistics collected by other agencies of 
figures of interest in connection with our enquiry. Oral evidence was 
contemplated as ~ means of clearing up difficulties in the written replies 
and for persons who expressed a "ish to give it. But "itnesses generally 
prefer .to answer such questions as ours on paper, so that they have 
opportunity to reconsider and modify their answers, and so that they 
an do the work at their own convenienoe instead of appearing before 
the committee when summoned. Further, the summoning of, oral 
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!WitnesSes is expensWe, si/lCCl jrav.elling _penses orust be paid noTooIy fo. 
the witnesses but also for the membecs of the committee. Moreover 
the latter were mostly buS¥ men ,who lived Ear apart andc:oold not afford 
to spend M ,much time as would be meessacy iIJ·altendiol( frequent or 
40ng oommittee-meetings to examine witnesses. We contemplated 
therefore that, as far as possjble, questions arising out of replies should 
be asked in correspondence, m- in ~sits by the Chairman; this plan was 
IoIlowed, the original replies.of the witness being eOlTected or amplified 
tIS the witness directed. In some eases a copy of aU the replies received 
to particularquestions, or a precis of them, accompanied in some instances 
by other arguments or by a statement of the provisional views of the 
committee, were sent for comment to persons particularly interested in 
the problem involved·. In the ""ent no witnesses were '",.mally 
examined orally although we never decided to dispense with' such 
examinations absolutely, but always regarded them as available for us 
if circumstances to which they were appropriate arose. 

13. Questionnaire.-The Central Committee issued for the 
.guidance of provincial committees a standard form of questionnaire 
which is reproduced in the second volume of this report. We were 
disposed to criticise the standard questionnaire in several particuJa;s; 
e.g. the restriction of the enquiry into negotiable instruments to their use 
in the marketing of crops, and an appearance of confu.ing the use of 
current finance with dead-weight indebtedness. The questions too were 
put in a geneMI form which, we felt, was not likely in Burma to elicit the 
information as to concrete facts which we thought was necessary. 
Finally there "-as the difficulty of translating the questionnaire into 
Burmese. We thought that the field of enquiry was such that we could 
not be satisfied unless we got evidence from actual agriculturists in­
dustrialists traders and moneylenders, or from people in as close contact 
with them as possible. A translation was prepared with the generous 
aid of U ECho, the Government Translator of that time; but U ECho 
bimself thought that a translation inteUigible to the classes we wished 
to reach (and in tbe meantilIle had been asked by the Central Committee 
to try to reach) could not be made without reconstructing the question­
l)3ire. Accordingly, although time had <llready been lost in attempting 
the translation of the standard questionnaire, a new questionnaire .. 'as 
eonstructed in which concrete bets were directly sought as well as 
opinions' and suggestions. The Burmese rendering of every question 
was eonsidered as each question was framed; and 4n many eases a 
question was re-drafted on this account or framed first in Burmese and 
translated into English, We further designed the questionnaire so lila t 

• Som. of tit.". g .... confidential replies which could not be published iD tlte 
e.ideo>ee ¥OIume8 Df our ..,porI although we could ami did ... them lor .... r 
.uidance. 
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the report could foUow the same plan. save that for r_ons to ~ 
explained iu the nellt paragraph, we allowed'the repetition of some 

,questi01lS, All this Involved a great deal of warl!; but the time was weu 
apent in the preliminary study wWeh we gave' to tbe subject-matter of, 
eaoh question to eaable U8 to expreSB its reaf point. We bad held ouc' 
lint meetinsc in September and appointed $lSb-committees to deal with 
parts of the questionnaire; the English version was issue!1 with thirteen 
Ilbapters jU5t before the middle of November. and the Burmese versiou 
(omitting chapters XU and XIII) soon after. A. Tamil version was also 
prepal'ed for Chapters IV to VII and XI and issued at the end of Nov­
ember, scarcity of Tamil type causing delay in printing. We wereg 
indebted to M r, VeUayan .chettiar, son of tbe Cbettiar member of the 
committee. for his kindness in preparing the Tamil translation. Tbe 
English and Burmese versions of tbe questionnaire are reproduced in the 
second volume of tbis report; owing to shortage of Tamil type tbe Tamil 
version could not be lIiven tbere without unreasonable expense. 

14. A questioru.aire desi/(ned to elicit C01lCl'ete facts throughout such 
a wide sphere of study could not be short. We accordingly 'II1TIlnged 
our questions in chapter. and invited witnesses to take up the particular 
chapter or chapters whi.:b interested them mo;t. A few questions 
reillting to subjects of two chap\lers were therefore repeated in both 
chapter, so as to elicit the views of dilierent kinds of witnesses. In 
other cases a note drawing attelltion to related questions in other 
chapters was "iven. The allotment of work to district committees.. as 
described below. made these arrangements particularly desirable. . . 

15, Distribution of the Questlonnaire.-The questionnaire 
was sent out to aU the district committees described in the next paragraph 
and to all divisional commissioners. Copies were sent to the heads ot 
the co.operative anel" agricultural departments for distribution to offi.,ers 
of those dep.'\rtments, Tbe Registrar of Co·operative Societies, besides 
sendi ng out questionnaires to individuals. arrafll!ed a conference to 
frame a dep.1{tment.'\I replr. Various officers of Government whose 
duties brought them into contact "ith any of the problems of the 
questions or with people concerned in them were also supplied "ith 
copies of the questionnnire, and In several cases a letler drawing 
special attention to p.'Vticular questions likely to be of special interest to 
the addrnsee was sent with them. Copies were sent to all ioint-stock 
and othe-r banks workifll! on European lines. to a number of indigenous 
financiers in Rangoon. to all chambers of commerce. agricultural societies 
and associations of bankers. traders or landowners that could be 
discovered and to a number of olher persons believed to be interested; 
In man)' of these cases also a forwarding letler drew attention to parti­
cnL'V parts of the questionnaire. In some of these letters the addressee 
\\'l\S asked if we might send him iate-r on for comment the eviden .... 
~md on certain questions from othe-r sources. At the very beginning 
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a communique was sent to all the newspapers drawing attention to 
the standard questionnaire (which was published by some of the news­
papers, I(ellerally on the same day as the communique or within a day, 
or two of that) and inviting all who were interested in the subject as 
exhibited in the standard questionnaire to apply for a 'copy of the Burma 
questionnaire. A few responses were received, and of course all were 
attended to. Letters were also sent to deputy commissioners to tell 
them the names of indigenous financiers, other than Chettiars, whom it 
was desirable to cOnsult; wbere these were not members of the district 
committee or being consulted by it, the deputy commissioner was 
asked to send them a copy of our questionnaire for individual reply. 
Generally ·two copies of the questionnaire were sent to each person 
or association to facilitate consultations; more copies were sent when 
they were known to be required or were asked for. Districtcommittees 
commonly used 20 or more English copies, 12 or more Burmese copies, 
and 5 Tamil copies. Altogether over 1,200 copies in English, 650 in 
Burmese and 200 in Tamil were distributed. Besides replies from 
district committees and district officers replies were received from 24 
officials, from 1 Chettiar and 7 other associations, and from 2 Chetliar 
and 10 other prIvate individuals (besides U Shwe Tha who afterwards 
became a member of the committee). The bankers did not submit 
replies to the questionnaire, but answered specific enquiries addressed 
to them in letters. The exchange banks and the Indian joint.stock 
banks considered that, as the provincial committee was an agent of the 
Central Committee, it was best for their representations to be made by 
their head office which could speak authoritatively; of the b:lnks which 
have headquarters in Burma Dawsons Bank, Limite/!, had its managing 
director on" the provincial committee (but its manager I(ave some 
evidence included in the record of Survey III in tile second volume of 
this report) and the others sent us no replies. A list of all who replied 
fo the questionnaire is given in the second volume of this report. 

16. District Committees.-At an early "!age we recognised the 
desirability of arranging some means for reaching the ordinary agricul­
tural, industrial and commercial borrowers of the conntry. I t was clear 
we should not reach them effectively by simply sending out copies of 
the questionnaire, however large an expense we incurred. Accordingly 
a preliminary draft of the questionnaire, incomplete and rough but suffi­
cient to show the scope and general nature of the enquiry, was sent to 
all deputy commissioners (except in the hill tracts and similar districts) 
with a request that they would arrange to form one or more committees 
in readiness to deal with the finished questionnaire about the middle of 
November when we promised to send it to them. The object of 
getting first-hand information £rom borrowers as well as lenders was 
explained, and the advantages of forming sub-commitees to study the 
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questionnaire in different localities or to study particular subjects were 
mentioned. We further explained that we hoped the comparison of 
experiences and the conflict of opinions in the district committees would 

, exclude unreliable or one-sided information and undigested views, as 
well as assist us by summarising-the views of each district in a single 
document, and by exptessing those views in English so as to avoid the 
expense of translation. We thus provided that the questionnaire would 
receive the attention of the classes we dellired to reach and that their 
views would reach us. But further arrangements' were still necessary 
to ensure that all sides of the enquiry received attention in this way. 
Accordingly divisional commissioners were also supplied with the 
preliminary draft and asked to allot parts of the questionnaire to each 
district of their division, so that every part would be treated in at least 
one district and in more when the variation of conditions affecting its 
subject or special capacity for dealing with it made th"t desirable. We 
were thus able to ensure that every part of the questionnaire received 
attention in a representative locality in everyone of the commissioners' 
divisions, and at the same time to avoid unnecessary duplication of 
work by district committees and much useless repetition of evidence. 
It was arranged also that a copy 01 each district's reply should be sent 
to the divisional commissioner at the same time as three other copies 
were sent to us, so that the commissioners might send us their comments. 
Commissioners were also invited o( course to send their own replies 
"'ithout restriction to the matters treated by the district committees. 

17. Eight questions (Nos. 54 to 61) were marked to hi: answered by 
deputy commissioners personally with the aid of the district committee 
and such officials and others as could help them. A lette{ to deputy 
commissioners asked them to use their influence so that district com­
mittees should answer fully questions as to actual (acts, and to encourage 
members o( those committees to enquire (or complaints and difficulties 
as widely as they could and to report them. The importance of getting 
the fullest possible record of facts and difficulties, even if no way of 
removing the latter could be suggested. was pointed out. We also 
asked district committees not to shrink from offering remedies even if 
these could not be completely worked out. We reminded them that 
partial solutions (rom different sources might assist each other, and that 
it might be useful even if they could only indicate a direction in which 
a solution might be so"ght with hope o( success. 

18. Surveys (First Gro"/)~-In considering the task of making 
the surveys which. as mentioned in paragraph 7 above. we had been 
enjoined to maJ..'C, we met two preliminary difficulties. One of these 
",-as the- determination of the kind and size of stall that would be 
economical and suitable to tbe work; the other was the selection of 
lines of enquiry and limitation to suitable areas so as to get the best 
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value for the money to be spent and to achieve something-in the limited 
time at our disposal. Some of os leaned towards the view which we 
bnderstood to be the view taken in some other parts of India, namely 
thal something in the nature of a general economic survey of two or 
lI101'e selected districts should he undertaken. Others thought that, 
60 far as rural areas were ooncerned, the enquiry should be concen. 
trated upon the borro\\ings of owners and cultivators of agricultural 
land /including labourers) to finance their regnlar annual operations and 
household expenses, and should he allowed to extend beyond this only 
so far as might he necessary to provide the background for that study. 
In parlicolar they thought that, having regard to the infonnation on the 
subject already available. enquiries into indebtedaess of agricnltutists 
(distinguishing indebtedness from the use of money borrowed for 
c;nrrent finance or for long-term enterprises) should be made only to 
show the effect of indebtedness 'upon the security offered. They 
thought that the enquiry should properly extend beyond agricnlturisls 
to the financing of shopkeepers artisans and small industrialists; but 
they did not expectito have time for such extension. An experimental 
survey, on lines between the two views above, but favooring the latter. 
was made in Pyapem district with three investigators under the special 
direction of a member of the committee (Mr. Dawson); while another, 
experiment, following the restricted vie\v more closely, was made in 
Insein district by the committee's secretary. - As part of Mr. Dawson'. 
plan the secretary also made some enquiries from Chettiars and other 
lenders of money, and from millers and shopkeeper. in four towns of 
the Pyapiin district, the enquiries in Pyap5n town being made in • company with. Mr. Dawson himself. Extracts from the records 01 these 
experiments are given * in the second volume of this Nport. \\'ith 
experience thus gained we decided to follow the more restricted view 
of the nature of the survey, and to select for the worl;: a few groups of 
villages as samples of important regions of the country. We also 
engaged for the purpose two of the inv~tigators who had been 
employed for the experimental enquiries and a"ranged fcit' them to 
work under the direction of our secretary. In the meantime the incum­
bent of the post of secretary to the committee had been changed. so 
that unfortunately Mr. Morley, who carried on the work, had not the 
advantage of experience of the experimental work. 

19. Eventually enquiries were made in three groups of villages. 
One group in Pyapiin district represented the delta; one in Insein 
district represented the ordinary non-d'eItaic areas in the general padd),­
plain of Lowei' Bunna: one in Mandalay District represented areas 
irrigated by Goveriunent Canal in Upper BunDa. There was no time to 
take up a sample of unirrigated areas in Upper Burma. Statistica 

• Under the Iitl .. of £"qu;ri<s;n PytI~ D;s/rid: tal /lJI'nl (hllh-,.".. 
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lcellectedln Ithese liarv.cys ate ,given • itt the s~cond volUme 'm this ireiport • 
. :Some· of the 'result1l <MIl be ,quoted nn the 'ppe&ent'!VOlwne:; Imowledge 
19ained frOm !them 'and .a1s1D ,frobim ,the eltpet1inrental. "8111'Vfl¥S has also 
~e1ped to mould wr !.Tiews ~n some oases in whicltdirect itieferencie is 
nOt made. 

20. The season dn which 'we bad to· ma:ke theSe eurveys was 'pel'­
'haps the most incon~a'ient ·l'ossibil:. 'Our ~mittee was lIppointed 
in August and ,asked to .epol't.i" April. We had ~o enquire into 'the 
finance of the operations of 1928:29, and the recollection of thill·i" the 
minds of cultivators and others examined was of courJe confused by the 
onaucial transactions ;of19211·110, which were ,already ifm' 'advanced 
though not ~ar enough to ,be the .subject of our enquiry. ]f 1IUM 

enquiries are to be made at lone epoch they -should be .made just after 
the cultivators have made the disbursements which foUow harvest. 
Re.'\lly'however the only satisfactory way would be to ~Iation each 
Invest4lator in a convenient ·centre for a whole year, and to 1et biDS 
make regular visils on the same day every week 10 each ffIf a 'nmnber 
of BurrouncUng villages, keeping II record of borrowings and .expenses 

, . 
as they take place, 

21, Otber SurveYS.-While the -rural surveys described .1ibolre 
were proceeding by enquiries chiefly from borrow!!I'S another enquiry 
was mnde ;fl'om lenders. For tlti. a questionnaire wae ,preplU'ed .., 
suppLemeut the lIel1eml questionnaire with questions which were !pa1'fi­
cularlY addressed to ,professioual looders of money, Enquiries:from 
Chellisr lenders were of course an important pad of this work, and for 
this we gladh' accepted the gratuitous assistance of Mr. V dlla.yan Chettiar, 
who is a son of the Chettiar member of our committee and made 
enquiries for us in Bassein, Moulmeln, Gyobingauk and Pak6kl..-u., A 
summary of the replies is given t with the questiQllll in the second 
volume of this report. 

22. Surveys of a different 'nature ,were made in Myio!!),an. Pego and 
MUllywa Towns by two members of the comm.itlee. U Ba Maung md 
U Mya, whose reports are given ; in the secGnd lVOlume of this fqlGl1. 
Plans were made (or similar surveys of. Pr{)me and Yandoon; but the 
members to whom these WCl'e delegatod could not make lime for them. 

23. Still another group of surve)'S lWere made by askiug district 
officers to submit &hort reports on the financing of 10caI industrieoi ; their 
reports are given § in the third voIl11D1: of. this report. Mr. M~. 
the Postmaster-General; Borm:I. kindly answared a special ectof 
qUC6tions addressed to him and furnished or helped .. to a)lBpile some 

• l'nd.. 'Ibe title 01 ..,....,.,..,.., 
Fi.IldM£,., I. ~ l....t:xtJWit.S. 

t Unckr the bile 01 Fi ........ al s.n..,. 
itt Sd«,", r ...... 

l'Undor the lilleof ~ ... ~ 
I_ ... 

§ S<e the appeacIiz 10 Ch.at*r til. 
page 337. 01 thai volume. 
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.statistics ; both the replies and the statistics are given in the secon, 
volume of this report. A census ofthe Chettiar banking community i. 
the province was undertaken as described in Chapter XlIIB below, an' 
various miscellaneous statistics were collected; some of these ar, 
reproduced in the second volume of this report. An endeavour . whicl 

.consumed much of the chairman's time was made with the assistance 0 

Professor Jevons and generous help by Mr. Aggarwala, the Currencl 
Officer, to study the fluctuations of the currency in Burma; but this wa, 
infructuous. 

24. Plan of Report.-Our report is being issued in three volume. 
of which this is the first and contains the report itself, while the othe. 
two may be described collectively as .. Evidence". The second volumE 
~ontains information collected in the various surveys and in special 
questionnaires, and also reproduces our general questionnaire in English 
and in Burmese. - The third volume contains the replies to the general 
questionnaire. 

. 25. We originally intended that the present volume should follow 
• the plan of our questionn'lire so that the replies to this could be arranged 

by subjects and presented in parcels corresponding (subject to inevitable 
-overlaps) to the consecutive parts of the report. The question of the 
plan of provincial reports was not taken up by the Central Committee 
unti1January when a large part of our evidence was already in the Press. 
We recognised the value to the Central Committee of a uniform plan 
in the provincial reports which it had to study; and we have followed 
the prescribed plan although it was not altogether suitable for Burma 
.conditions, and did not permit us to present the evidence and the report 
on parallel lines. 

26. Inconvenient Season.-The difficulties inherent in our 
-enquiry were increased by the season in which it had to be made. The 
oommittee was appointed in August and held its first meeting at the 
beginning of September. t:ven if the standard questionnaire could have 
been used, district committees could not have been organised to deal 
with it before the open season of district officers began. The unsuit­
ability of the season for our rural surveys has already been mentioned. 
Finally we had to study the evidence and prepare our report just at the 
time when most of us have the busiest season of ,the year in our private 
avocations; so that we have not been able to study some matters as 
fully as we wished. The strike in the Government Press kept some 
evidence out of our hands for a long time and entailed much extra 

., labour; the dislocation of the office first by earthquake and then by 
riots further delayed the completiou of our report . 

• A detail~ Iisl of the oonlenls of Ihe aecond and third volames is given at the end 
of this volume. 
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27. Meetinas.-We held 13 meetings occupying altogether 31 
days. In addition· tbere were five sub-committee meetinlls, two lasti~g 
all day and the others for an hour or two. 

28. Cost of the Enquiry.-We have asked the chairman to 
have a note of the cost of tlul enquiry added at the end of this report. 

29. Acknowledalbents.-We wish to acknowledge our irr­
debtedness to all who have helped us in our enquiry. These include a 
number of private persons who replied to our questionnaire or sent notes 
on various industries and trades; also a number of public servants who 
dealt with the questionnaire or helped in the preparation of statistics, 
We are gr.ate£ul to bankers and others who helped us with notes or by 
private discussions with individual members. We owe an acknowledg­
ment to the M anaginj( Governors of the Imperial Bank of India for their 
kindness in supplying us with statistics of the business done at its Burma 
branches, although permission to publish them in this report could not be 
given. We thank the officers and committee of the Nattukkottai Chettiars' 
Association of Ranlloon for the cordial help they have invariably and' 
frequently given. We are grateful to Mr. Vellayan Chettiar for the help 

- which he gave us by the enquiries described above. .Our thanks are due 
also to Mr. Morley. who as our. secretary took great interest in the work 
and never spared himself in our service; be was of great ~ue to us all 
the time he was with us. We further record our indebtedness for the 
self-sac"ificing labours of deputy commissioners and other district officers 
throllj(hout tile country; mlmyof these gave up their Christmas. holidays 
to deal with our questionnaire besides giving a large amount of other 
time. Finally we express our thanks to the large nwnber of private 
persons who shared in the arduous work of district committees and . 
sub-committees. Many of the members made considerable material 
sacrifices in doing the work; none of them received an)' remuneration 
or any re-imbursement of eJi:penses. The country is indebted to them 
lor their generous response to our appeal. , 
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CHAPTER H.-THE CoUNTRY. 

30; The Region of EnQUiTY.-Burma1s·the largest province of 
India and has an area approximating to 230,000 square miles. Much 
of this, however; is in undeveloped' border districts· with rather vague 
limits in' parts; one-fourth of it is in the Shan States and Karenni 
States' which were exduded' from our enquiry. Excluding some 
'entirelyundeveloped' regions as well as all the3e, about 135.000 square 
mileS' may betaken as the part of the country with which this enquiry 
was- closely concerned. This region of enquiry is conveniently 
regaTded as composed of the five main divisions about to be 
mentioned, the first three being the most extensive and most thickly 
populated' ;-

(i)' The delta of the Irrawaddy, with an annual rainfall of 100 to 
J20 inches; 

(ii) The dry zone' of Upper Burma extending from Thayetmyo. 
and Yamethin districts to Shwebo district, having an annual 
rainfall of 25 to 35 inches and including large areas of 
irrigated land; 

(iii) An intermediate tract of Lower Burma between the two 
_, . tracts mentioned above ; 

,(iv) A wet zone to the north of the dry zone with an annual rainfall 
, of 'SO to 100 inche3 ; and 

(v) The wet areas of Arakan 'and' southern Tenasserim with an 
annual rainfall of 120 to 250 inches. 

l 31. Population.-The population of the whole province in 1921 
was 13'2 millions, and (or the area of our enquicy may be estimated now • 'at about 12'5 to 13 millions. The rate of increase of the population 
is a matter for rather complicated4iscussion. In the censuses of 1901, 
1911 and 1921 the rates (or the preceding decades have been 20, 15 
and 9 per cent. Whether this decline indicates a (alling off in the 
growth or is part of a cycle of high and low rates is a matter on which 
light from the census of 1931 is awaited. The greater part of the 
population in the area of our enquiry is of the Burmese and other 
indigenous races; but about 71 per cent. are Indians and a little less than 

• 1 per cent. are Chinese. Of the indigenous races the most important are 

• Thayetmyo District is in Lower Bunna: the reat of the dry zone is in Cpper 
Burma. 
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the Burmese who make" 76 per cent. of the whole populati9n and the· 
Karens who make' 8 per cenl:' Europeans and Anglo-Indians togeUier' 
make only absut 1 inSOO of the population. The indigc;nous' ~aces 
are nearly all Bud,Phists. There are almost no depressed classes 
and thc(very idea of caste is unknown to aU the indigenous people except 
a few of the hi~hly educated who know it only' as an InWan peculiarity, 
The women have a pecilliar degree of freedom. Burma may fairly be' 
said in fact to have sexual equality; in some l11atters One sex has mOre. 
power, but in others the case is different. Women carry on much of 
the petty trading and have much influence' over their husbands in most 
business transactions; indeed they are often the real controllers and 
not always behind the scenes. Burman Buddhists are unable to make 
a will ; after death their property is divided amon~st spouse and childrell 
accordin~ t~ certain rules, 

32. I n language the area of our enquiry is surprisingly unifonn ; the 
ordinary language everywhere in it is Burmese, and it is .. subject 110 
almost no local variations except in the Akyab, Tavoy and Mergui 
districts. The proportion of literate population is high, owing to the 
influence of the monastic system amongst the Buddhists; in lhe area 
01 our enquiry the proportion of persons over 5 years of aae wbo 
were shown as literate in the census of 1921 'was 563 and 127 per 
thousand for males and females respectively; these figares are four or 
live times as high as the coITesponding 'figures for all India. Know­
ledge of English is confined to a small class in the towns, but seems to 
be be!(inning to spread rapidly. The number of books published in 
1928 was 92, of which 37 were in Burmese, 28 ill PaIi.Burmese, 14 in 
Pnli, 10 in En!(lish and 3 in other languages; 38 of the lJooks were 
rel4,';ous works, none dealt \vith banking or finance. There are 53 
newspapers, of which 19 are in Burmese and 18 in Enlllish; Rangoon;' 
rublishes 43 newspnper9. The ftllmber of other periodical. (excluding 

. Government publications) is 72, of which 'r1 are in English and the 
same number in Burmese; 4S periodicals are monthlies. AI~ether. 
there are 370 printinj! presses. 

33. There were in 1921 eight towns with a population f'Jtceeding 

Rangoon 
U.",Lllay 
Uoulmdn 
Sa_ 
Akyab 

20,000 as shown"in the marginal table where 
34~ the numbers represent thousands of population 
149 in 1921. Mandalay, Prom. and Henz.'\da ani 
bl impor-taDt tradinlll centres on' the Irrawaddy 
4J '6 ri~-er, Prome being a rail.head and Mandalay an 
11 important railway station and the marketing 
26 centre of Upper Burma. All the other five to\rnS 
N shoWD are __ ports ; ODe of them, Tavoy, is not 

-----~- of much importance as a sea·port now. Rangoon 
easily surpasses all the others put togetbu in the magnitude of its 
trade. 
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34 . .oCCupations.-The most important occupation is agriculture. 
'In - addition forests and mineral oil are important subjects of activity. 
The Principal industries are those connected with rice-mills, saw-mills, 
oil-refineries and transport by road, rail and river. ,Roughly 70 per cent. 
of the working population is employed in cultivation, about 0'6 per cent. 
in forestry, 0"7 per cent, "in raising farm stock, 2 per cent. are occupied 
with wild animals and minerals and I per c~nt. are rentiers of land. 

, Altogether this accounts for about 74 per cent. of the working popula­
tion occupied with land and the production of raw materials. A further 
8 per cent. are employed in industries, 4 per cent. in transport, 10 per 
cent. in trade and finance, 3! per cent. in public services. the profes­
sions and Iiheral arts, and three-quarters of I per cent. in domestic 
service. (The numbers supported by these groups of occupations 
would differ slightly because of the larger proportions in industry and' 
commerce of Indian im:ni:.,'rants who have no dependents in Burma). 
Amongst the indigenolls P"Pulation of Burma there are not distinct 

_ classes of people following particular occupations, except small numbers 
of grave-diggers and others forming the small depressed classes. 
Burmaus are highly versatile and even fond of a change of 
occupation; there is no restriction to tbe variety of occupations 
alinost anyone of them \vill take up. At the same time there is DO 

attempt to supply all local needs within narrow areas; rather 
some localities specialize in particular products which are distributed 
widely. 

35, Crops.-The principal crop ever)'where. except in some parts 
of the dry zone, is paddy, which is the grain that when husked yields 
rice.· In the dry zone paddy is gro\\"ll in irrigated areas and favour­
able valleys; while OD the higher land millet ijowar) maize. 
cotton. sesamum, ground-nut and beans are the principal crops. 
Below are shown the areas on which the principal crops matured 
in 1928-29. reckoned in terms of thousands of acres. the total 
cultivated area being about 17'2 million acres sown and 16'1 million 
matured t. 

Paddy 12,056 Fruit; includ- 459 Other food- 140 
ing plantains. grains. includ-

• Sesamum .. , 1.082 Cotton 303 ing pulses. 
,Ileaos • 879 Maize 198 Rubber 114 
Groundnul 599 Fodder 169 Tobacco 114 

Millet 491 Gnm 167 Vegetables 105 

• PaddJ is aIao used as the name of the rice plants in a field regardt'd collectively. 
The term will be used freely in both senses in this report as there is nnel' danger 
from confosion. Thetenn Munhoskedricc" bas been used in some reports for the 

Pf Nearly 0'76 million :acT<5 weTe IOW1I more than once and coauIed once for. eacb 
SOW; in these figures. U tbese are ooanted only """" !be figures :ue-l6'S aulli_ 
so..::nd IS'S matured. AlI1be figures in this paragrapb bave - lakeu from 1be 
official Su_ ,,"" CFOt R.,.,rl. 1925-29, 
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For al\ these figures the cultivation in the Shan States has been ~cluded 
and the contribution from undeveloped border areas omside dar 
enquiry is negligible, , 

36. Paddy ·Cultivation.-=-U appears that on an average about 
80 per cent of the land grows paddy; in some districts of Lower Burma 
the area under other crops in 1_ th",\ one per cent. The nl1ll1her of 
varieties of paddygrowlI is very large; consequently theN: is great,. 
variation in the shape, size and quality of the grain. As such 1Ialiatioa 
makes milling difficult ad causes a large amount of broken rice to be 
produced the price of the paddy is correspondinl{ly reduced, The 
Agricultural Department is taking active measnres to prodnoe types. 
which are specially suited to the export trade and comparatively few in 
number. I t possesses for the purpose an organisation of central experi­
mental farms a"nd seed farms, !lAd the total rate of distribution of pure and 
improved seed (now in the neighbourhood of 3,000 tons per annum) is 
expected to increase rapidly .in the near fnture. The improved strains 
issued by the department fetch premiums of from Rs. 5 to Rs. IS per 
hundred 'baskets of paddy when offered to mills in sufficiently large 
quantities. The question of fertilizers for the crop is being carefully 
studied on the experimental £arms; it has been proved that by the 
use of some of the ammonium-phosphate compounds newly put on the 
market net profits as high as Rs.15 per acre may be expected with present 
paddy-prices, Two large firms have established agendes for the sale' 
of these fertilizers and are recruiting a corps of demonstrators. for tile 
purpose of explaining their use to cultivators. The oormal annual 
outtnrn of paddy for all Burma is now nearly seven million tons; these 
yield a little over five million tons of husked rice, of which ~ three 
million tons are exported. The greater part of tile paddy is produc:ed 
in Lower Burma which in 1925-29 included 80 per' cent of the 
tobl area of 12'1 million acres, Lower Burma's share of the outturn 
is. even larger, amounting to 86 per cent. of the total; that is. 
to say abont six million tons oi paddy ud OVe&' four million ton .. 
of rice\ 

37. The rate of developmet>t of paddy cultivatioll has beat overy 
__ ...,...._._ striking. as the marginal table shows. F~ 01' ais'1'­

Niltions )'eaI'S ago most of Lower Burma, which has iDcln1le4 
Year, .::'a. every year the t!I"'IlleB' ~ oi the'areas here sbowa. 

,,'Us cxwered with jungle; bot aeariy aU 01. it lias 

1_ 

-5'5 
9') 

10'6 
1\'6 

IJtI 

2 

DOW been c:Ieared aod cultivated. The nte oi ilinc:>CI" esse 
of culti\'&tion has slowed dowosince 1906; in factthae 
is no longer at any particular momeat a large..­
available for e .... nsion ill I..oJoer Burma when: the weat 
extensioos of the past haw takeD place.. Bat all 
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along the southern edge of cultivation in the ~delta there is every year a 
little more land becoming cultivable through a rise in its level owing to 
furthQl' deposits of rh'er-silt, and pioneers are always pressing cultiva­
tion as far as possible, so that it would be rdsh to estimate narrow 
limits for future extensions. Moreover there is room for extension in the 
north, and the river-training system used by the Forest Department is 
annually making large areas culturable in the middle parts of Lower 
Burma. As the table shows; there has been a regular ext~nsion of 
about 100,000 acres per annum since 190b in the country as a whole 
2nd much land is still of recent clearing. Much of the land recently 
brought under cultivation in all parts of tbe country i. probably of too 
little yield at present to be profitable with paddy prices at their 
present level; some of this is likely to be abandoned ti11 those prices 
improve; some in the delta will improve in yield with the 
passage of time and perhaps continue under cultivation although 
its ownership will probably pass to the creditor wh~ financed it. 
dearing. 

38. The great original stimulus to' paddy cnltivation was the 
-strengthening of the demand for rice in Europe which resulted. from the 
-introduction in 1872 for the rice-export trade of steamships passing 
through the Suez Canal and charging lower freights than had previously 
been possible. The export of rice in 1861-70 averaged only 363,000 
tons per annum, although in three of those nine' years it had been 
abnormally increased by special demand resulting from famines in India 
and Ch,ina; now-a-days, as noted above. over eight times as much is 
exported. In 1867 there were only three steam rice-mills in Burma; 
in 1872 there were 26 ; at the end of 1929 there were altogether 657 
using steam' or oil-engines an1 IS of them were large mills employing 
over 500 persons at once. The smaller mills are found near railway­
stations or at convenient places on the numerous creeks of the delta. 
In large parts of Lower Burma and in some parts of Upper Burma this 
development of mills has changed the domestic economy so that even 
agriculturists no longer bave paddy for their own consumption huslred 
by the women of the family, but send it to the local mill in quantities as 
small as fifty gallons to be husked for them. The mills required, a large 
runonnt of coaly labour, and this was supplied by Indian immigrants. 
'These came for various kinds of work, but the paddy-milling was the 
principal stimulus. Many of them stay for only a year or two; so the 
traffic between India and Burma is large, and Rangoon is said to be the 
largest port of emigration in the world and second only to New York 
for immigration. Indian coolies expecting to be employed in the mills 
soon began to come earlier in the-season and take part in reaping the 
paddy in the neighbourhood of Rangeon; this custom has spread to 
cover several districts, anll the system of cultivation has been so 
adapted in these that the whole crop on each holding will ripen at once 
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:and be reaped by one of the large gangs of Indian coolies that go about 
.at harvest-time for this purpose. In other parts a holding is reaped by 
two or three men who complete the work in four to eight weeks, 
cultivation of the different parts l>eing arranged so that they will ripen 
successively and make this plan possible. The selection of the kind of 
paddy grown is of course affected by these methods of reaping. From 
reaping and milling the Indians have gone on to all kinds of agricul~ 
'tural and urban labour. The ave"age size of holdings has been 
determined in wide areas by the special conditions developed in grow­
'ing for export and resultiUll from a lab~ur-supply also due to the export' 
trade. In fact the effects of the change can .be traced into every detail 
of the agricultural system and indeed into every side of the national 
life. Summarising one part of them we may say that agriculture in 
'Lower Burma is primarily organised to produce not for home con­
sumption but for export. 

39. Cultivation in Lower Burma.-Nine-tenths of aU the 
~u1tivated area of Lower Bunna is under paddy. The other principal 
crops in Lower Burma are the dhaui palm, fruit (including plantains), 
veg~tables, rubber, tobacco, beans and maize. All the rubber of the 
.:ountry is grown in Lo\ver Burma. Three-quarters of the total area 
under fruit and vegetables and half the total area under tobacco are in 
Lower Burma too .• The area under beans in Lower Burma forms only 
about 6 per cent of that in the whole country and maize only about 18 
per cont. There are also very sma1l areas in Lower Burma growiUll 
sesamum. ground nut and cotton. Of the total cultivated area in Lower 
Burma the percentage under fruit and vegetables is 5, while one per 
cent is under rubber, a little over one half per cent each under tobacco 
and beans and one-third- per cent under' maize. These with paddy 
.make up 97 per cent of the whole. 

• 
-10, Cultivation in Upper Burma.-Other crops th. 

paddy. fruit, rubber and tobacco are chieHy grown in Upper Burma, 
where there has also been a great change in the last forty years. 
Before that the main resources of Upper Burma were preoarious crops of 
rice. ses:unum, a short-stapled cotton, and millet and the raising 
of cattle. Irrigation has since made the rice-crup secure in wide areas ; 
groundnut was introduced in 1905, more varieties of beans are now 
grown, Lower Burma can be relied upon to buy increasing quantities 
of sesamum and groundnut-oil and catUe; and altogether UppeI" Burma 
is fairly prosperous and free from the weakness oi reliance upon a 
single crop. The per.::entages by crops oi the tota1 cultivated area in 
llpper Burma are I"OII!!blyas follows : paddy 35. sesaDlum 17, beans 
13, 1 . .'\'Oundnnt 9, millet 8, cottoo S. fodder 3, maiae 2, gram 2. frait '. 
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and vegetables 1, tobacco I, condiments and spices 1, and all 
others 3. 

41. tndListriaIised Agriculture.-Lower Burma seems te 
differ from every other part of India in the degree to which its 
allriculture has been not only commercialised but industrialised. In a 
great part of it specialisation of function has been carried as far as is 
possible in agriculture. so that ploughinll, the pulling of seedlings from 
the nursery, the transplanting of those seedlings, the reaping of the crop, 
carting to the threshing Boor, the threshing, and the digging to repair the 
petty embankments of the fields are all carried out by different agencies. 
There are many villages inhabited almost solely by landless labourers. 
These are not all poverty-stricken; Some own cattle which ·they hire out 
because they would rather have a labourer's wages and the supplemen­
tary income so obtained than take the risks of farming. As they get 
older they tend to ,become tenants because they like better to live in 
their own homes with their families than to live in their employer's 
house. as labourers employed by the season do; moreover as age 
increases employment as a labourer is harder to get. less congenial, and 

'hIare liable to losses of wages through interruption of work for reasons 
of health. In some parts women take a great part in transplanting and 
reaping; but transplanting in the delta is done by men bec.~use of the 
depth of \VaterIn the fields. • 

42. Value of Paddy.-From the point of view of cultivators in 
Burma as-a whole the variation year by year in the market-price of 
paddy is shown reasonably well by the variation of the average of the 
prices of .. boat paddy" in Rangoon on the Fridays of January, February 
and March each year. (These are published in the Brwma Gazelle). 
The price of paddy is always given in Rangoon as the price of 100 nine­
gallon baskets"'nd with the understanding that for each consignment an 
an addition of 2l per cent of the quoted price will be mad!! for every 
pound excess above 46 pounds of the average weight of one basket of 
the consignment. Prices in other placeS are quoted differently but are 
governed by the Rangoon price. Variations in quality in successive 
harvests may change the number of pounds for which the weight­
allowance is reckoned, and so cause cultivators to receive a different 
price although the quoted price is the same. Few areas in fact ""II 
their paddy so early as January, and many sell later than March. Other 
kinds than U boat paddy" carrying a different price are produced. 
But while these matters wonld require attention in dealing with any 
local area or with the price of a particular year. the three-months 

• average described above is suitable for studying the variation year by 
I year for the country as a whole. 
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43. In the accompanying statement the quoted price of paddy is 

. lo~ Nos, 
Vear. Quoted 

prica. 
Calculta. Rangoon. 

(1) (2) (3) 141 

1915 98 112 102 
6 105 128 115 
7 III 145 138 
S 91 118 160 
9 124 196 190 

1920 180 201 201 
I 156 178 199 
2 186 176 177 
3 182 172 174 
4 192 173 176 

1925 178 159 164 
6 184 148 154 
7 182 148 148 • 1119 145 138 
9 .159 142 133 

Quoti""ts. 

~l~ 15) (6) 
~ 

88 96 
82 91 
77 80 
55 61 
63 65 
90 90 
88 18 

106 lOS 
106 105 
III 109 
112 109 
124 119 
126 126 
116 123 
112 120 

given in colwon Z far 
jifteen years from 1915 
to 1929. In oolumns 
3 and 4 are giveQ 
index numbers <If 
general prices in CiII· 
cutta and RangOQl;l. 
The quotients ob­
tained far successive 
years by dilliding the 
quoted price of paddy 
by either of these 
index numbers give by' 
their variation a rough 
indication of the 
variation in the real 
purchasing power 

·obtained by the cultivators for their paddy.· The average quoted price 
for 1905·14 was Rs. 119'5 ; for 1910-14 it was Rs.126'6 ; this last figur. 
may reasonably be taken as not more than the ordinary value of either 
·quotient in the last few years before 1914, since both sets of index· 
numbers have their-root in 1914. and the average value of the Calcntta 
index for 1910-14 Ulust have beeo about 9O.t As most of the quotients 
are below both 119 and 126, and some far below. it is at once apparent 
that paddy cultivators hale received a much smaller real value in the 
last fifteen years than in the last few years before 1914. • 

• The index-numbers for Cak"lltta are taken from page 510 0{ the Indian Trade 
Journal of the 28th No\"ember 1929 and are the arithmetic means for calendar years of 
monthly index.numhcrs based upon the I'riws of 73 commodities. tbe monthly inda 
-fOf July 1914 beinJ! l,,\kcn as 100 .... For 1929 the indez given is the arithmetic mean 
(or only the first ten montha of the year. _ 

The index-numbers for Rangoon were CAlculated by Mr. A. J. PaI{e.I.C.S.. using (or 
eal'b of aix important imrorts and four important exports (including rice) the average 
priC'e I'C'\'OJ'dc.od in tbe Custom House durinJ! II montha ending with March of tho year 
'or whh.-h the index-numher i~ !'hown in the bble. For each comnuxlity every 
l"C'COrdll'd rrke was wei.ehted with the cofTCSponding "uantity : the ind~s: is the 
!feQm«ric mc&1' of tbe l.",eragcM flU' the several commodities. and the year 1913-14 is 
the ~"\Sc. . . 

Owing to the different methods of calculation the two sets of index-numbers are 
-onlv colUp.1\r;\hle subject to BOHle' reservations, The Rangoon-index has the superi4'M'ity 
of its local clla.ra.dCf ; the CU ... ·utta-indcx h .. the ~uperiority oi its broad basis. In so 
tar as muncv obt."lined b)· sellinf,! raddx is used to pay (Of goods boulht durinr:: the 
yea .. in ,,'hich the ra<kl\" is R"OWn. lhe Rangoon inch::l: af'Pl'OfIriate (or cak::uJating the 
qU<wient is that given in the sa.me line as th~ padc:ty-{'rice in the &.tatemeRL III so far 
as this tnO~y is used during the COOlowing veaT it would be more approrriate to 
di vi~ each price by an index-Ilumber alcuL1.tod for March to Sertember following 
the season to whkh the pa.ddy.pri~ relates: but the general Chand" 01 the results 
would not be ditlerent. 

t The '.hd. INdc J .. ",,,,', numbers ant 1IOl aQiIabie for ....... ,.,.,.. The 
Dil'e\.'tOT·(kneral of Sbtisti...'S in his Summary Table 1 gi\-a numbers which a~ 
92 lunwcighl<d for 39 articles, and 98 \ .... eighl<d for 100._ wilb 100 ia 1914 as, 
.l.b._, 
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44. The worst period was between 19HI and 1922 when the­
marketing of rice was controlled by the Government of India in the· 
interests of the Indian consumer. The Food-Stuffs Commissioner in 
India admitted that the price of Burma rice in India would have been 
at least Rs. 30 per ton higher if it had not been kept down by Govern­
ment. Meanwhile Bengal, extended its profitable jute cultivation ana 
reduced the cultivation of rice which it could buy so cheaply from 
Burma, while Bombay profited by the control price of Burma rice to 
employ cheaply the labourers who helped to earn the exceptional profits 
of cotton manufactUl-e sheltered from foreign competition. At the same 
time the price of cotton goods in Burma was very hillh. The cultiva­
tors of Lo~er Burma thus received for the benefit of oth!'r provinces 
of India an economic blow from which they have not yet recovered. 

45. The low value of paddy in recent years, in comparison with the­
prices- of manufactured goods, is one instance of the world-wide 
phenomenon of the low value of agricultural produce. Bat in Burma 
the result has been particularly serious because, owing partly to the 
circumstances described above, there is a lack of reserve to meet these 
conditions. In January to March 1930 the average quoted price of 
tJaddy has been 137, while there is no reason to suppose that the index­
numbers {when calculated} will prove to have fallen on anything like the 
same scale since 1928 and 1929. Some part of the fall, however, seems 
to be due to Burma rice finding less favour in cons~ming markets tban 
it used to do before 1914. The reasons for this are a matter of conten- -
tion. Certainly the production of good rice in Indo-Cbina and other 
countries has incr~ased, and Burma has to meet more severe competition 
while unsettled conditions in China have reduced the demand; but 
some say the quality of Burma rice has fallen off. Some deny this! and 
say that Burma in the past has been specialising more and more in 
paddy of the kinds required for export to the west, and now on account 
of increased production of rice in the west must sell to eastern countries 
Mr which thos; varieties are not suitable. Others again say that owing 
to exhaustion of the soil and less careful cultiv-.. tion the quality of the 
paddy has fallen off, and the Government of India's control of the rice­
trade in 1918·22 is again blamed by some of these who say the lack ot 
discrimination by the Government in buying rice discouraged the pro­
duction of good uniform grain. Still others say that the difficulty is not 
concerned with the paddy; but the quality of the rice has fallen off 
because millers have shortsightedly reduced their milling standards 10-
get a temporary profit 

46. It would not be proper for us to express all opinion on such a­
difficult and contentious subject. A committee appointed by Govern­
ment for the single purpose of studrinll the whole problem of the rice_ 
hade, including both production and sale, has been at work for some 

• time ; its report should be ready soon and must be awaited. Mean-· 
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while any sound method to increase the competitive power of Burma rice-
o in the world~s markets must be useful. Some which have been suggest­
ed are improvement in the quality of the paddy, reduction of the number 
of types grown and adaptation of these to the existing markets, and the 
institution of proper standards of classification; all these are receiving 
the attention of the Agricultural Department. Attention is also being 
given to the possibility of reducing the freights of paddy and rice. Some 
cultivators have begnn to increase their production by fertilisers and 
improved methods of cultivation, following in both matters the lead of 
tile Agricultural Department, and the railway has (April 1930) instituted 
favournble rates for the carriage of fertilisers. The provision of 
cheaper credit is still another means to increase the net profit of 
cultivation; . Dawsons Bank already grants loans at favourable rates for 
the purchase cf fertilisers. The reduction by the Government of In!lia of 
the export duty on rice in April 1930 will also be of some assistance. 

47. Land-tenure.-In Lower Burma occupation and payment of 
land-revenue for twelve years confers (outside towns) a permanent 
heritable and transferable right of use and occup.~ncy. The State retains 
the riltht to modify the land-revenue, and uses the right at i~terva1s 
(usually of twenty years) when a detailed enquiry, called a settlement 
enquiry, is made into the costs and profits of aj{riculture.· Every plot is 
then graded afresh in a set of assessment-classes and new rates of 
revenue are fixed by Government executively for each class.· Large 
areas are held under grants (Jolla) which were issued up till about 1909 
to persons opening up new land; the title under these differs only slight­
ly from the ordinary " landholder's title" described above, and in fact 
the difference is little known and generally ignored_ In Upper Burma . 
there are State land and non-State land. The latter is for practical 
purposes on the same footing as ordinary land in Lower Burma. In 
State land land-revenue is assessed in the same way, and in recent 
settlements the assessment-rates for State land and non-Slate land ha.ve 
been alike; but the occupant is unable to obtain a permanent heritable and 
transferahle right against the State by occupation of any dmation or in 
any other way. There is a firm policy of ndD-disturbance of State 
tenants, but these are generally unable to obtain credit on their 
land. E:tcept in the communal units mentioned below and a few 
other restricted are.~s specially reserved against extension of cultivation 
anybody can take up unoccupied land for culti\'ation as be pleases; 
but non-alo,'riculturists are discouraged in this by certain executive 
orders, while all V> Lower Burm..... \"bether a,wiculturists • 01" not, most 
occupy and p.~ revenue (or twelve years before getting a landholder's 

• II "'auld be ..- thai in Burma a _ is not ~ .. an "I!rimlturisl ito 
~rtue 01 belonging to a particular tribe or caste, bul in accordaDce wilb bis actual 
oo:upatiou. ' 
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title, ...w in Upper Burma State land remains permanently State land. 
'Some areas Dear Rangoon have been reserved against extenlion of 
cultivation otherwise than on lease because the land may be reqllired 
for national purposes. Some other areas in Lower Burma have been 
closed to unauthorised extension of cultivation by being declared 
Governmment estates ; these are administered by Government as a land­
lord with the objects of controlling the development of important areas 
coming under cultivation, securing to, the general tax-payer the rental 
value now appropriated by middlemen, and promoting by example the 
impr<Wement of tenancy conditions in the neighbourhood of the estates. 
In some districts of Upper Burma some State land may only be worked 
by a person liviD!! within a certain region including the land. The size 
of the region varies from one village-tract to a group of them. Thig 
almmunal tenure has come down from early times and Government has 
declared its policy is to maintain it wher~ it has not fallen into abeyance. 
In sqme places sales, mortgages and leases are all forbidden by the 
custom; in some, they are permitted if made to a resident of the 
-communal unit; in others again different restrictions apply. 

48. Occupation by Non-agriculturists,-The declared 
policy of Government is that proposals likely to reduce the amount of 
Jlgricultural land owned by its cultivators should be discouraged and all 
possible measures taken to retain possession of their land for cultivators 
who have it now. Nevertheless the marginal table shows that the area 

¥ear. 

1913·14 
1918-19 
1923-24 
1928-29 

Millions of acres occupi ed 
by 

Ag';i<ul. Others. 
tUrists. 

Total. 

14"58 2'47 17'05 
l4"62 2'88 1/'50 
14'68 3'33 18'01 
14'76 3'78 18'55 

occupied * by non-agriculturists has 
increased in fifteen years by 1,300,000 
acres and from one-seventh to one-fifth 
of the total area occupied. Legislation 
to deal with tenancy and land-aliena­
tion was the subject of much discus­
sion from about 1875 until abont 1913, 
and about a dozen bills were drafted 

Jlnd seriously considered. The view which has so far prevailed is that 
such legislation would be ineffectual and the remedy required is an im­
proved system of agricultnral credit. In 1924 Mr, T. Couper, I.e.s., 
reporting upon the condition of agricultural tenants and labourers 
recommended amongSt other things legislation to give the landlord a 
charge on the crop for rent, provided the rent is fair, and a right of conti­
nued tenancy in areas to be notified for'the purpose because unfair rents 
are common in them. These proposals have not yet been adopted. 
Co-operative credit societies are one means of dealing ~vith the problem; 
1llld the Government estates mentioned in paragraph 47 are another. It 

• The figures have been supplied by the office of the Commissioner of Settlements 
and Land Record.. The </illerenl total. given in paragraph 35 for 1928-19 relate 
to areas .sJlI1" and areas ,,",lured. 
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'i. OQCasionaily forllotten tbat every larlle area of peasant proprietorship 
'must iuclude much land held by non·agriculturist widows and superan. 

'nuated men and invalids and others who do not wish to cultivate. In an 
'aJ:ea In which colonisation is recent th~ must for this rea:;on be for 
some time au increase in the area of land so held as the pioneer culti· 
vators Itet old or die; it must take a long time for a steady state to be 
:reached. and in large regions brought under cultivation during the last 
:twenty years such a state cannot have been reached yet. The Burmese 
Buddhist law of inheritance leads to sales and mortgages of land. anQ 
some of these must bring land to the hands of non.agriculturists if land 
is a profitable investment at a11. The profits made by those who succeed 
.in trade and industry are everywhere in the world larger than the profit 
·of agricu.iture though more riskY. Hence men who have made such 
profits in countries in which other lines of safe investment are not 
readily available and well·known. not OIlIy, turn to agricu.itural ,land all 

,an investment. but have a pull over agriculturists in competing for. ita 
purchase. They also take advantage of high rates of interest to lend 
:to pioneers who try without capital of their own to bring new land 
under cultivation. A gread deal of land has fallen into the hands of 

.capitalists owing to the credit conditions for pioneers. and especially 
to the conjunction of expensive credit with liability to iII·health; some 
·of these capitalists bave been pioneer·cultivators of a pait genemtion. 
The' problem of the transfer of Ian'! to non-agriculturists has not yet 
been completely disentangled and clearly stated. Improved conditions 
for allriculturai Credit. including improved provision for preserving the 
he.lith of the pioneers. are c1earlv desirable_ Another need is the 
provision of attractive investments otber than agricultural land for the 
profits of traders and industrialists. 

49. Size of HoldinaS.-The average area cultivated hy ona 
yoke of cattle and therefore requiring the services of one pioughmao 
ranl!G8 in ordinary circwnstances from six or se~en acres in some parts 

to twenty·five acres in others. The area ordinarily cultivated hr one 
fanner. whether owner or tenant. varies from ten to a hundred aCres in 
diffe~nt districts. employinj( (rom one to four or five )'Oke of cattle. 
'Generally more yoke are employed ill precisel)' those localities in whicb 
.o.~ch yoke "'Overs a l"'1(er area. .Most commonly the are .... of a farm lies \ 
bet\veen ten and (orty acres in Lower Burnl:I. while in Upper Burma 
the area cultivated witb paddy I~ commonl)' between five and fifteen 
acres; but there m .... y be lal'J(e areas of upland cultiVlltion associ.~ted 
with these paddy holdings in Upper Bunna. The iU1lVCyS made f ... 
this committee in tile PyapOn and Insein districts and an irri!!ated part 
of the ldandliay district showed a~-erage farms of 21,32 and 9 acres 
respectively •. owner-cultivators having larger farms than tenants except 
in the PyapOo survey in which the numb« of ownan e-umined was 
=mil. 
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so. Fragmentation of Holdings.-The difficulties witb 
respect to agricultural credit and progress whicb arise in some parts of 
India'through the fragmentation of holdings are rare in Burma. Parts of 
tJ;1e Prome district and of the Arakan division and a few areas in Upper 
Burma which have long been irrigated are probably the only important 
areas where they occur. Tbe Burmese Buddhist law of inheritance 
requires division of a deceased person's property amongst all the 
members of his family'; but this does not generally lead to excessive 
fragmentation. If the land of the deceased is not extensiv,e enough to 
afford a holding of proper size for eacb heir, the several heirs sometimes 
agree to take turns in cultivating it or to take shares in the rent obtained 
by letting it. Sometimes they sell the land and share the proceeds. A 
common plan, wh"re there is only enongh land for one cultivator, is that 
in which one heir takes over all theland 'and morfgages it to pay the other 

V heirs thlOir shares. :rhus the.inheritance law leads to sales and indebt-, 
edness, and often as a consequence to transfers to non-agriculturists; 
but it does not lead' to fragmentation. The weaker degree of 
sentimental attachment to land, considered below, combinetl with the­
lack of caste and with Burman versatility, explains the difference­
between Burma and India in this respect. 

51. Lan<{records.-Most of the agricultural land is mapped Oil 

a scale of 16 inches to a mile, and u~ba!1 land on four times that scale. 
The maps are revised every year andJ<ept up to date "ery well. The 
systematic records relatiJig to the occupation of land are also very full. 
But maps and records are both made for the purposes of assessment 
to' land-revenue and not with the object of maintaining a register of 
tilles. The current in.tructions to the Land Records Department are­
that every year for each holding there should be recorded the name of 
the person who appears primarily liable to pay the land-revenue as 
being in possession of the holding directly under the State, whether as 
owner or usufructuary mortgagee. either personally or through an agent 
or tenant who admits his subordinate relation. Arrangements are made 
for the name to be changed in accordance with registered deeds 
and with orders of the courts and in accordance witb knowledge 
gained in local enquiries by the surveyo~ who keeps the record. There 
has been much controversy in the past as to the value of the records as a­
register of title, and many pepole still regard them as constituting such 
a register. But Government now regards them as purely fiscal records 
made for the purpose of collecting land-revenue. The courts, while 
refusing to regard them as a register of title, allow the entries such 
wc:ight as seems right in each ease. 

52. Transfers of Land.-The Indian Registration Act, .1908. 
and the Transfer of Property Act, 1882, with all its amendments. 
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(including those in Acts XX and XXI of 1929) are in force throughout 
the area of our enquiry except only a few small backward areas. All 
sales and mortgages of land (except mortgal'tes by deposit of title-deeds)"" 
may be made only by rel'tistered deed, except sales and mortgages 
(other than simple mortgages) for less than Rs. 100 made by oral agree-' 
ment without any deed of sale or mortl'tage. Apart from this tbere are­
no legal impediments to the mortgage of any land in Lower Burma or 

. of non-State land ill Upper Burma. State land also (other tball" 
communal land) may in fact be mortgal'ted, but the mortgagee is liable' 
to be evicted if he takes over the land and is not an al'tricuiturlst by 
actual occupation. The' restrictions upon the transfer of communal> 
land have already been mentioned in paral'traph 47. 

53. Sentimental Attachment to Land.-Mereforce of habit ... 
the inconveniences of chanl'ting, the advantages of cultivatinl't a holding in 
which all the conditions are familiar, and bonds of personal acquaintance 
with neighbours-these are sufficient in Burma, as in every country, to 
keep most owner-cultivators fixed on a particular holding. But still the 
chief difference in a Burman mind between one field and another is found 
in its productive capacity and the conditions ofils cnltivation, and not in 
a strong sentimental rel'tard for its cultivation by father ao.d gl1lndfather.­
The lack of sentimental attachment to land in Lower Burma is due in 
part to the fact that so much land is of comparatively recent 
colonis.,tion, atw the attitude' of colonists and their descendants has' 
'-n communicated to the minority of others. But early records from 
before the ~t colonisatiQn movement show much the same attitUde,' 
nnd the ultimate reason appears to be that there was always plenty of 

. IlIIoccul'ied land which could be brought under cultivatioo easily. 
During the colonisation, too, many who had made a holding sold it and 
went on to cut fresh junl't1e. becoming ill fact land-developers rathes: 
than cultivators, and looking for capital appreciation for their profit; 
there were always people of fainter heart or larger fortune or less robust 
he."\Ith re.,dy to buy, so· that transfers of land were of frequent 
occurrence. But re.·lIly the industrialisation of paddy cultivation i& 
sufficient explanation. Land on which a peasant cultivator does all the 
work himself or by his family naturally becomes endeared to him; bu t 
the .... une result is not to be expected- when he employs day-labourers 
for much of the work. There are of course,numerous landowners who 
hRve a stroult attachment to their partictiIar land. Most Karens are 
included. But our description is true of the majority. 

5 ... In Upper Burma there was in the past a much tirmer attachment 
to the family inheritance; perhaps this was due in part to economic 
considerations arising out of an inferior water-supply. Children 
retained p:u1 ownership of land when it " .... Dot dh'ided amongst them, 
and there sOllletimes came to be a large ntimber of joint 0""DerS of one 
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,piece of Janel. In $ome ca$es the$e took ~h from the other owner. in 
lieu of their share, but in other CMe$ thi$ WM not done. Even twenty 
years ago it was difficult to buy land in most part. because of the 

, sentimental attachment owners had for their particular holdillgs; in 
those days a would·be purchaser obtained in$tead a u$ufructuary 
mortgage. Now Upper Burmans are commonly quite willing to seU 
their land if a $uitable price i$ offered. The change seems to have 

· begun in the practice of selling Jand to go off to join in colon ising 
Lower Burma, and to have developed through the $pread of the 
knowledge that vlleant land was available in Lower Burma, and by the 

· influence of thought in Lower Burma. 

55. Areas Sold.-The accompanying table * shows for four years 

. 
Lower Burma. 

Year. 
Oceu • Sold. Per 
pied. 100). 

----
1913-14 ... 9'0 0"51 57 

J91H-19 ... 9'5 0'43 45 

,1923-24 ... 10'1 0'45 45 , 
1928·29 ... 10'7 0'42 40 

Upper Burma. 

Occu • Sold. Per 
pied. 1000. ------

8'0 0'05 7 

H'O 0'05 6 

7'9 0'05 7 

7'9 0'08 11 

rat nve yearly inter· 
vals} the number of 
millions of acres of 
land occupied and 
sold in Lower and 
Upper Burma res· 
pectively and the 
proportion sold in 
in each year per 1000 
acres occupied. The 
large.proportion sold 
each year in Lower 

• Burma UlllStrates the statement made earlier in this chapter that land is 
,readily sold without strong sentimental attachment. 

56. Land Values.-Land values vary too widely for any short 
, summary to be given. Evidence from nearly every district is !!iven as 
the reply to Article 54 of our questionnaire. In many parts the best 
agricultural land, away from exceptional conditions such as those due 
to urban extension, has a value between Rs. 180 and Rs. 2;0 per acre, 
while second.quality land commonly goes down to R •. 100. But the<e 
values m"y only be regarded as showing roughly the orders of ma!!ni. 
tude of the general prices: there is much land worth far Ie.. than 
Rs. 100 per acre and some worth practically nothing I there is a 
considerable amount worth oyer Rs. 250. The value of paddy· land 
shows signs of falling at the moment because of the contraction of 

.. credit and the fall in the price of p:lddy; this fall has reduced the 

.earning capacity of the land M an investment and also lead. to sales hy 
· heavily indebted owners to their creditors . 

• The figllre& in columns 2. 3, S.6 were supplied by the office of the Commilsioner 
..of SeWemeall and Land Records. 
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57. Area let.-The statement· hereby shows ror four years (at· 
five.yearly intervals) the number of millions of acres let in Upper and;: 
Lower Burma respectively. Unfortunately columns 4 to 7 for the' tWIJ 
earlier years cannot be filled. The percent~ of the total occupied ' 

Area Fixed 
Year. occu· com-

pied. petitive 
rent. 

11\ ..£L 131 

Up,.', allmon, 
1913·14 .. , 8'0 0'10 
1918.19 ... 8"0 0'10 
1923-24 .- 7'9 0'20 
1928.29 .. , 7'9 0'32 

Lot"", am'IIIa, 
1913·14 ... 90 3"6 
19111·19 ... 9'5 3'37 
1923,24 .. , 10'1 3'71 
1928·2</ ,,, 10'7 4'48 

Area let. 

Share Privi-or 
partner ledged 

ship. - rent. 

141 ..J?L 

} Figure • not a 

1'32, 0'32 
1'34 0'35 

} "Igurc s not a 
0'05 0'39 
0'04 0'18 

Total, Per cent 
of «cu-

pled. 

2L ~ 

vailabl e 
1'85 23 
2'01 25 

vailable 
4'2 42 
4'7 44 

area in Lower 
Burma let at 
fixed rents t . 
determined by 
competitioa 
. were 34,35, 3B 

.• and 42 respec­
tively in the 
four years iR 
order. Insome 
fairly large. 
tracts as much 
all 60 to 70 per 
cent. is so let;. 

there are five wholetlistricts exceeding 40 per cent. and two exceeding SO. 
58. Except on land with dry cultivation ia Upper Burma, leases are 

!!encrnlly from yc:\'l' .!9.seaumd the rent is usually paid in kind after the 
harvest and at the threshing lIoor. Cash rents are exceptional. and if 
paid an; !(efternll~' paid before cultivation begins. The owner usWLIly 
pays tbe land revenue. ~ryjr.o.m 15 to 55. per cent. of the total 
outlunl and lire commonly IIbout 3S 3~r cent. but of course there 
is \\;de ""riation. Owin!! to increase of population, and to the limited 
amount of land available now for profitable extension of cultivation by-

"present methods, and to the amount of capital usually required tet start 
: l:ultivation in new land. there is in most parts of Lower Burma C'ompeti. 
lion amOnl,fSt tenants for land: consequently landlords have the stronger 
position. ReckoniD!( the net rent as the balance left with the landlord 
after paying the land·revenue, the selling value of the land iR the 
deltaic districts in which moSt leased land is found varies &om 
about six or seven up to lIine or ten times the net rent ; but in other 
parts this ratio would commonly be higher and may reach fifteen 
or sixteen. It must be remembered moreover that not all the rent is to 
be reckoned as the interest on the investment: part of 'it is the return 
for watching the tenant to ensure proper cultivation and payment.of 
rent, Rents of paddy·land (measured in produce) have not fallen in the 
last few years a.~ sale-values have; this, however. is to be expected as 
the fall 0( sale-values is mainly due to the fall in the price of paddy. 

• AU ~~\1"CS in culumns 2 to 6 were supplied by the oftice N the Commissionen 
of Settl~'~nt and Land R~~ 

t •• ft(\ ..... t means ill Burma a ..... t agr.ed uran at the beginning of eacII_ 
In many r\m landI,'II'ds occa'ionally make a reduction of sucb .a real at tbe time at 
pa~'11\s:nt m consideration of • bad banest ; see pa:ragraph 125.. • 
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59. In Article 61 of our questionnaire we made all enquiry into the 
,economic condition of tenants. We asked every district to report what 
··proportion of tenants have no permanent debts but have enough cattle 
,to plough their land and are able, after harvest in an average year, to pay 
-off all the loans and expenses incurred ill producing their crops and to 
.putasidesufficient rice to support themselves during the next cultivating 

• . season. The replies received give only general imp.:essions without a 
. statistical basis, but on an average they may be expected to give a fair, 

v-ideaoithe conditions; they suggest that about one tenant in four reaches' 
,the economic standard descrihed. A turther question generally received 
the reply that suclt a tenant might reasonably expect to maintain 
<himself at that standard if he were (ortunate enough to keep good 
,health, and had the average skill alld lived at the genentllevel. Many 
-tenants are better off than owners whose lands are heavily mortgaged 
... 0 thal they pay in interest as much as tenants pay in rent, 'But there is 
.social status llttached to ownership. and the competition amongst tenants 
~s so keen in some p~rts that an owner, even if indebted, has a real 
-advantage in the certainty of having Jand to .:nltivate. A tenant, whose 
landlord lets the land to somebody else, may have difficulty in finding 

. .good employment as a labourer if he is not young. and certainlr finrls 

.. t distasteful to be separated from his family and submit to the 
.control of his employer; he loses less as a tenan~ than as a labourer by 
an odd day or two of bad health and he can profit hy the I"bour of his 

-wife and family. 
60. The replies from district committees show that the proportion 

.of tenants who have little or no capital varies largely; some districts 

.say they amount to one· third of the whole. These are commonly 
dmown as "one pot one mat" men, the name describing the paucity of 
,household goods which they possess. Such men must borrow for everyc . 
thing they need throughout the year and use all their harvest to repay;' 

. even in a good harvest they have nothing left in hand because there 

.a~e arrears of the previous year to make good. Such people are hardly 
.distinguished from labourers; indeed there are tracts near Rangoon 
where a written contract is made with sueb tenants and describes 

. them as worlang for hire (expressed in terms of paddy) although there 
..is an understanding that if all goes well they will be treated as tenants 
paying an agreed rent. Owing to the competition for tenancies there is 
much shifting of tenants; sometimes the tenant shifts because another 
person has offered a higher rent for the land, sometimes because he thinks 
some other holding offers him a chance of more profit. Few tenants or 
labourers succeed in becoming owners; it is hardly possible to payoff 
the debt incurred for buying land from the profit of cultivating that land 

·unless the debt is much less than the value of the land. This is becatL<;CO 
,the price of land has been enhanced by the expectation of capital appre­
.ciation inspired by the experience of thirty rears before 19B and by the . . 
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.deception of the increased nominal values since that yea. corresponding 
;to a general rise in prices. The custom of paying rent in kind, though 
primitive, has much to recommend il because it gives the risk of . varia­
tion in the produce-market to the landlords, who (having land as secul"iiy 
Jor loans) are generally better able to bear it than the tenants; on the 
-.whole the tenant gets greater benefit from thi. protection in years of low 
.price than he ntisses in yeat's of high price. The change to a custom of 
Jixing rents in cash is possibly inevitable, and the difficulties which 
:Occur in som~ places in the 'adulteration and measurement of rent-paddy 
.are an iniluence towards bringing it about; but the new difficulties of 
the more aleatory condition of the tenant with c.~sh rents suggest an 
.endeavour to avoid this change. 

61. Proaress of Burma.-The development of the paddy 
industry in Burma has been described earlier in this chapter and is 
-one aspect of the 'CIevelopment which has gone on in many directions. 
To give some idea of. the magnitude Qf this development Woo give 
in the followinll table some figures quoted from a speech recently 
made by Sir Charles Innes, the present G<>vernoi' of Burma, in which he 
compared Burma of 1928 ~\'ith Burmll of 1901. Some ofthe figures are 
-only rough approximations, but they are near enough to give a fair idea 
of the matter. In considering the ligures for education the custom of 
sending hoys to the Buddhist monasteries for education must he remem­
bered ; the figures given take no account of these. Sir Charles Innes 
;also stated that in the period 1901 to 1928 the de.~th-rate from small-pox 
in Burma had been halved. Unfortunately Ihe general statistics of 
deaths in rura1 Pluts are not even yet sufficiently reliable to Ilive the 
-R"neral death-rate. 

Description. 1901. 1918. 

-
Fcl(:I0 ... ·~. 

Number of {"dories '" 172 1.073 
Number 01 employees 

Ilhousandst 25 102 

JoiNI-sIu.:t l"oll''''N;ts. 
Number rellistercd 

in 8urma 25 295 
.1'I>tal ",id·up capital 

(millions 01 rupeeal 0'6 260 

·S.-.. •• JNM. 
Val"" lmilUOlll 0/ _, .00 1.100 

It""" .. Total knath in miles ... 6.~ 9.288 

R.ilwtl¥$.. 
Miles t'p.'" to traffic ... 1.124 1.9O<! 
i'uscnl.~ carried 

(millioos) 11"6 37'1 

. 
D<scriplion. 

RaihNys--concid. 
Millions of tons of 

&oods carried 

Post OjJiu. 
_ articles in the 

yaar lmilUOIlsl 
Telegrams aenllmillions\ 
Money-orden issued 

(......., in millioos 01 
rupeeal 

Ed __ 

Number 01 schools. etc. 
Number 01 pupils 

Ithousands, 

Hf,lS/'i/tJ/s tJu Dis/Jlt_$IIrit'S. 
Number of instil\llions .~ . 
Number 01 ""'\t:en~ 

lmilliul-si 

1901. 

I', 

o~ 

30 

18.284 

51! 

11\ 

01 

1928. 

-
-

5'7 

62 
2"2 

11 o 

25,57 

i . 

2 

50 

Z" 4 



( 32 ) 

62. Communications.-In spite of the growth of roads, rail-· 
"'ays and post-office business between 1901 and 1928 shown above 
Burma is still notoriously lacking in means of communication. Indeed' 
this deficiency is one of the considerations which stimulates the desire 
of a large number of people to have Burma separated politically from 
J ndia, so that there may be greater freedom to use the resources of the' 
country to develop communications. In the delta communications are 
by water and consequently slower than they would need to be in an 
area served by railways, Not only,do the journeys last longer; because' 
of tides they must often be performed only at certain times. This 
physical disability cannot be cured at present, as travelling by air is not 
yet adapted to comparatively short distances. But in the rest of the 
well-populated part of the country, where there is not this physical dis­
ability, the railway which has grown so much since 1901 is only of 
metre-gauge and is accordingly restricted as to speed. Duting the last 
seven or eight years there has been a great development of motor 
OII~nibuses allover the country (except ilT the delta) so that wherever 
there is a metalled road, and eyen on many unmetalled roads, omnibuses 
are found plying at low fares. . -

63. Some deficiency in Burma's communications appears in the 
following statistics taken from the annual report of the postal depart­
ment for 1927-28:~ 

Square Miles. Thousands 01 population. 

AllcI ...... Literate. -
Burma. India. 

Burma. India. Burma. India . . 

One post-office serves ... 452 78 25 14 7'0 111 

-One letter-boX serve.q ... 63 21 4 4 '1'0 0'" 

These averages for Burma are increased by the sparseness of population 
• in large areas away,from the main river-valleys; but those for all India 

must also be affected to a considerable extent in the same way. It is 
not possible for the very larg'e differences in five of the six comparisons, 
given to be explained in tliis way. Nor are these differences due to a' 
failure on the part of the postal department ; every year it opens a large 
number of 'experimental post-offices; but most of them, after prolonged 
trial, prove to be unlikely to become self-supporting and have to be 
closed. A Postmaster-General (Burma), who went on leave in 1930and 
had had much experience of both India and Burma, said the trouble 
was that the people in Burma do not use the post-office so much as the 
people in India. We have accordingly sought in the po~ reports the 
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statistics given in the margin hereby to compar~ the nllmber of postal 

Postal articles per head in 1927-28. 

Per head of ,-

Total population ... 4'7 
Literate population 16'9 

India, 

4'3 
tin 

articles (excluding money-orders) 
in one year 1927-28, per head of 
total population and of literate 
population in Burma with the 
corresponding number for all 
India and Burma taken together. I 

Burma, 

Similar statistics for earlier years 
taken as samples were found to b~ar the_ same relationships to one 
another. It thus appears probable that Burma does use the post-offices 
as much in proportion to its total population as India does, although, 
strictly speaking, the statistics should be taken separately for towns and 
for ordinary rural areas (omitting out1yin~ tracts) for the comparison. 
But the statistics for the literate p:>pubtion show an entirely different 
relationship ; the number for India exceeds three and half times that 
for flurma. We think this may be due in part to a different standard 
of literacy being used in the censuses. III Burma a certain degree of 
capacity to re.~d and write is widespre3d, nearly every boy and many 
gids acquiring it. But possibly ill.!ndia, where literacy is less wide­
spread, it is more developed where it is found. We can only hazard 
this explanation and leave the figures for any reader who later on, may 
have further means of studying them. It isnoticeablelthat the rateslof 
increase of India and Burma appear to be the same for the number of 
postal packets per head of total population ; the increase was 30 per 
cent. in each case from 1913-14 to 1927-28. For the number per head 
of literate popul.~tion the increase in Burma in the same period was 
3 per cent. while that in India was 7 per cent. ; thus this number is not 
only smaller for Burma than for India but is growing lesslrapidly both 
absolutely and proportionately. 

M. Credit Exoansion.-An interesting commentary upon'credit 
exp.~sion in Burma, based upon some notes by Mr. R. M. MacDougall, 
l.e.S., and published in the Report of the Registration Department for 
1928, was as fo11owa :-

The basis of credit c.'Cpsnsion in rura1 Burma is mortgages; and 
no sales of land, practically, take place until the money-lender 
refuses the owner furt13er loan accommodation. The sale then takes 
place for the sum of previous loans, with interest, Ilus ail. al(reed 
cash consideration. This, of course, inflates the value of the land, 
althougb the seller rarely bandies more than a small proportion of it 
in actual money. Thus, an increase in the number and value of 
sal."., without a corresponding increase in tl3e number and value of 
mortgag."., indicates contraction of credit. Loans are. on the whole. 
made in the latter balf of the calendar year while recoveries are 
made after the barvest. in January. Thus, by comparing the mort­
gages in one year wit13 the sales and mortgages in the follOwing year, 
it is rossible to obtain some indication of the course of agricultural 
economics. 

3 
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65. The ~able hereby show., the recmls of the deeds of mortgage 
and sale of land compulsorily registerej in 1920 to 192~ EXchal1!:es 

Mortgages. Sales over 
I~s. 100. 

Year. 
.. I ~ . ~. "l5 ". ;-6 ~.a .. = . 
~ u 

~[ llS ,29 6~ 0" So. t::-a Sie t::-a ::02 - - ---
Upp~r Burma 

1920 10'2 7'9 "0 9'0 
1 11'1 8·6 5·2 6'0 
2 14·7 11'3 6·5 6·9 
3 13·4 11'3 64 6·3 
4 15'0 130 6'9 7'3 

1925 17'0 10'7 8'0 8'4 
6 19°2 11°7 9°0 8°4 
7 19"4 12"2 9·0 11°0 
8 19"2 12°0 8·8 8°0 

Lower Burta 
1920 329 35°8 35°1 "oS 

1 36·6 51°9 . 36'3 100°0 
2 H·8 61°3 31"4 76·1 
3 40°1 772 32°1 59°6 
4 46·2 75°3 36°4 80°7 

1925 40°8 69°6 39'S 83-9 
6 44"5 80"2 41°1 91°6 
7 146

'1 
801

1 

44·0 110"1 
8 44'3 82"8 36°9 92"3 

are included with sales but are 
small in number and value. It 
must be _observed that there was 
a temporary bQQm in land values 
in Rangoon and its suburbs in 
1920-21 which somewhat distorts 
the figures for sales. Apart from 
tbis there was in 1921 to 1923 
a decrease in the value of sales 
and a rapid increase in the value 
of mortga!:es, indicating a large 
expansion of credit in those 
years. From 1923 to 1927 there 
was a contraction of credit shown 
by the rapid increase in tbe value 
of sales and the comparatively 
small increase in the value of 
mortgages. During tbis period (as 
Mr. MacDougall remarked for 
tbe Pe~ district) large areas 
formerly worked on borrowed 
capi tal by independent bolders 
came to the direct possession 
of capitalists to be worked for 
the future by labourers or tenants. 

The contraction of credit has appealed a!:ain in 1929-30. 
Nevertheless, as the large increase of mortgages since 1920 shows, there 
has been on the whole a large expansion of credit in the last ten years ; 
this is one aspect of the increase of substantial buildings, paddy-miDs, 
saw-mills, motor-cars, mOlor-buses and other expensive thing. in recent 
. years which suggests a large incr~ of capital. 

66. Imports and Exports of Precious Metals.-Statistics 
of the gold and silver imported into Burma and exported therefrom can 
be obtairted from the annual reports of the Customs Department, care 
being taken to include the figures given for the coasting trade from 
and tp Indian ports outside Burma and those for silver and gold 
plate. (These relate to manufactured articles of gold and silver, 
not to electro-plated ware.) We have extracted the figures, and 
if circumstances permit, wiD include them in the statistics gi\'en in 
the second volume of this report. The variations year by year are 
too irregular for the figures to be summarised shortly. SiI\..". is 
produced in large quantities in the Northern Shan States where 
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the Burma Mines Corporation carries on its op~rations. Gold is 
imported from China on a considerable scale for use in gilding 
pagodas. Formerly gold leaf Was imported; but, as that is subject to 
a 30 per cent duty from which bullion is free, bullion is now imported 
through Chinese merchants and beaten out inl0 gold leaf at Mandalay 
and some other places. South African gold also is sent over from 
Bombay by post. 

67. Newness of Burma.-We conclude this short survey of the 
country by calling attention to the shortness of the time that has elapsed 
since Burma had only a primitive economy. Fifty years ago most''Of the 
delta, whose paddy crops is essential to the chief export trade of the 
country and to one of the country's most important industries, was 
covered with jungle, while Upper Burm'l was still governed by a 
Burmese king dominated by his chief queen and had a very primitive 
legal and economic structure. A vivid realisation of the change 
that has taken place in this period, and especially of its rapidity, is t 

essential to a d"e appreciation of the present conditions with respect to 
banking and credit. 
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CHAPTER IU.-BANimw AND CURRENCY. 

68. General SurVeY.-The banking, credit and currency work 
of Burma may be studied in three parts in which the agencies are 
(i) banks organised and working entirely 'on western lines, (ii) private 
financiers working on other lines, generally in accordance with Indian 
traditions, and (iii) Government which does banking and currency work 
in its Currency Office. in its treasuries with their currency chests and 
sub-treasuries, and through its post-offices. We shall give in the present 
chapter a short description of the banks in Burma which have been 
organised and are working on western lines, and make some remarks 
upon the currency and the general money economy. The second class 
of financial agencies, of whom the Natlukkottai Chetl iars are the most 
im.portant, will be studied in Chapters XIII and XI V. A further 
account of Government's remittance work through treasuries and sub­
treasuries and post-offices will be given to supplemen! this chapter in 
Chapter XIB, and banking business done by post-offices will be treated 
in Chapter XVI. The consideration of co- operative banks and credit 
societies will also be postponed to Chapter XII although they belong 
strictly to the first of the classes !"entioned above. We shall deal with 
the other "otnks of the first class a little more fully than is necessary for 
a report to the Central Committee alone, be,;ause we think the special 
circumstances of Burma require this. 

69. Striking qualities of banking in Burma are its foreign character and 
its sectional organisation. Marwaris Multanis and Gujeratis do banking 
for Indian traders in Rangoon and other towns and very little banking 
besid'es; Chinese banks in Rangoon work for Chinese traders there and 
for a few Chinese in a ia.ge way of business elsewhere; Chettiar. do 
banking for traders of all kinds in Rangoon and elsewhere, most of the 
agricultural lending and all up-country remittances except those made by 
Dawsons Bank in the delta and by the Imperial Bank and the treasuries. 
European and American banks still do chie8y foreign exchange 
business; their share in internal business is increasing, but their advances 
are still chiefly for sea-borne trade. All these banking agencies, whether 

. Indian,Chinese,European or American, are equally foreign racially to the 
Burmans the Karens and the Shans, who compoJe the native population 
in the area to which oW' report applies. There i. no indillenous banking 
in Burma unl""" the t~rm .. banking" is stretched to include. pure money­
led ding. There are some Burmese moneylenders with 'Com iderablo 
capital; but they are few. are generally paddy or timber traders principaUr, 
and do not receive deposits. buy or sell bills of exchange or hundi., or 
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undertake any other kind of banking business apart from lending. Most 
of them are lenders on a small scale. Some of them, including some of 
the larger, bOrL'ow from Chettiars and become as it were retailers of 
money to agricu1turist~ and trader.. Similarly Indian and Chinese 
lenders borrow from the Imperial Bank and from Indian European and 
American banks. But to a lar>!e extent it is true that each section of 
the organisation engages in a different class of business and remains 
independeni in its own sphere. Moreover the contact of the native 
people of Bur,na with all these classes is almost limited to taking loans 
from them; very little Burmese capita! is used by any of them except 
.the Burlllese moneylender. who use their own. This, like the unduly 
small share taken by Burmans in the trade and industry of their country, 
is due lar,(ely to the rapid agricultural development which has absorbed 
the ene"gies of the race for the last filly years. It is to be noted, how­
ever, that in recent years the amount of deposits by Burmans on current 
account in Dawsons Bank has increased more rapidly than deposits 
by other races and shows signs of continuing to do so. The co­
operative banks too, in r~ent years, have succeeded in getting 
more deposits from the people of the country; at the end of 1929 five­
cil(hths of all deposits in co-operative banks belonged to Burmans and 
Karens. 

-70. Banks oraanised on Western Lines.-These-banksin 
Bunna may be divided conveniently into (n) the Imperial Bank of India, -
(b) nine exchange-banks, (cl the Oversea-Chinese Bank. (tI) seven other 
banks orl(".lnised as banking companies, (e) one private bank. (f) two 
undertakil\j(S carr)'ing On banking as a subsidiary business and (g) co­
opcrath'e banks and credit societies. There are no banks on western 
lines owned by partnerships or individoal bankers whose banking 
business is not combined with some other business. There are no 
banks on western lines whicb are owned by Burmese or other indigenous 
individuals. or by p:u"lnerships of such persons, or by companies 
rq:istered, owned and man~ed by Burmans. Omitting the co-operative 
b.mks there are altogether 21 banks working on western lines in 
Burma. Of these six have only one office, one has nine offices, all in 
Burma. three have their head-offices in India (outside Burma); 
16 ha\'e their sole Bunna offices in Rangoon, one has its principal 
Bunna office in Rangoon and fi\"e other Bunna offices, two have 
their princip:u Burma office in Rangoon and one other office each in 
Bunna, one has its principal office outside Rangoon and a branch in 
Rangoon besides seven other branches, one haS- its sole office outside 
Rallj.,'Oon.lIIftl is the only one with no office in Rangoon. The t<lota! 
number in Burma of offices of ~ks working on western lines is thus 
36 of which 20 are in Rangoon. These numbers omit the 3S 
l>ranches in Burma of the Balik at Chettinad, which has be., .. regardnl 
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as belonging to the class of financiers working largely upon lines othel" 
than those of western banking and will be mentioned accordingly 
in Chapter XIlIB*. They omit also the business of U Rai Gyaw Thu:& 
Co., Ld. at Akyab, which lends money and is expected to develop into a 
banking business, but at present receives deposits from shareholders 
only. Some of these are deposits on current account, and cheque· books 
are issued to the depositors. The company is just now proposing to 
accept deposits on current account from the public up to a limit of 
Rs. 300,000; but it hardly comes yet within the ,e1ass of banks con· 
cerned in this chapter. The numbers given oimt also the banking 
business of the American Baptist Mission Treasury and of Gillanders 
Arbuthnot & Co. The American Baptist Mission credits the salaries of 
its missionaries and other employees to accounts kept in their names in 
Rangoon, and pays out from these accounts in accordance with cheques; 
most banks charge commission for collecting the value of such cheques 
paid in to them. Gillanders Arbuthnot and Company, a firm of 
importers, conducts a small banking business in Rangoon by accepting 
deposits from a limited and small number of personal friends; it neither 
accepts deposits from the general public nor engages in general 
banking business. One business is known to ns which is carried 
on under the description of "Merchants and Bankers" and finances 
importers ;,it has one customer who is allowed to draw hy cheques. 
Probably there are a number of businesses of this character; we have 
not enquired for others as we do not regard this as banking. Other 
businesses advertise themselves in the newspapers as banks; we have 
found that some are merely moneylending businesses. We have not 
enquired into all ; but we have reasonable grounds to believe that, apart 
from the co.operative banks, all the businesses which would generally 
be recognised as banks are included in our survey in this chapter. 

'71. The geographical distribution of the 36 offices of banks working 
on western lines is shown by the following list of towns at 'which such 
offices exist :-

Peg .. Di,oisi01l.-Rangoon. 
Irrawaddy Ditoision.-pyapOn, Bogale, Kyaik1at, Dedaye, Maubin, 

Kangyi, Moulmeingyun, Hassein. 
Ilrakan Division.-Akyab. 
Tenasserim Di,·ision.-Moulmein, Tavoy. 
lJ",.dalay lJi,isiOll.-Mandalay, Maymyo, Myingyan. 

Of these only four offices in the Mandalay Division belong to 
Upper Burma; in all the rest of Vpper Burma as well as the Federated 
Shan States there are no offices of banks working on western lines. 
Each town shown above has only one office, except Rangoon whkh has 
20 and Bassein and Mandalay which have 2 each. All the eight 
towns mentioned for the Irrawaddy Division have an office of Oawsons 

• See paragzaph 461; .. e also the footnote to pazagraph 86. 
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tlank, which has its head oiRce at Pyapon and another branch in 
Rangoon. Bassein has a branch of the Imperial nank as well as a 
branch of Dawsonl Bank; Moulmein and Myingyan also have offices of 
the Imperial Bank while Mandalay has branches of the Imperial Bank 
and of the National Bank of inma. Tavoy has a branch of the 
Chartered Bank. Maymyo has the sole office of the Bank of Upper 
Burma. 

72. The lmperi.al Bank of lndia.-This bank was formed in 

Imperial Bank of India. 

Branches in 
Burma. 

1. Rangoon 
2. Mouhnein 
,. Akyab 

4. Mandalay 
S. Bassein 
6. Myingyan 

Date of opening. 

2nd December 1861. 
19th Odober 1865. 
2~th December 1866. 

1st June 1921. 
I<t October 1921. 
4th October 1924. 

1921 from the three presidency 
banks of Bengal, Bombay and 
Madras under the Imperial Bank 
of I ndia Act, 1920. It has in 
Burma six branches whose 
locations and dates of opening 
are shown in: the margin hereby. 
The three offices at the three 
ports of Rangoon, Moulmein 
and Akyab were opened by 
1866, but no. others were 
opened until fifty-four years 

had p.'\ssed. The Mandalay B.'\SSein and Myingyan branches 
were then opened in accordance with the provisions of section 10 
(2) (b) of the Imperial B.'\nk of India Act, which required the 
opening of a hundred new' branches (in India and Burma 
together) within five years. The Imperial Bank of India acts 
ns the Government's banker nnd the custodian of all public funds 
(p.'\ying no interest for them); it manages the public debt for the 
Gowrnment, and it c.'\rries on the treasury work at all those places 
where it has branches. It manages the clearing in Rangoon as is 
described later in this chapter. The exchange and the other banks treat 
it as a central bank to the e.·dent of keeping their reserve balances \\;th 
it and of looldng to it for advances when other ordinary sources cannot 
snpply them. Its principal deposits are on current account although 
it follows the central bank .tradition in pa)'ing no interest on these. 
It a~"Cepts also savings-bank deposits a nd bed deposits.- It lends to 
financiers working otherwise than on western lines as well as to other 
persons. It carries on all ordinary b:mking business subject to the 
restrictions imposed by the Imperial B.mk of I ndia Act. The chief o( 
these restrictions are thai it may not ( .. ) make any loan or ad,'1Ulcc 
(or a lo~er period th.'\n six months nor (apart from an exceptional 
case) on tbe original security of immovable property; (b) maL.-e 

• "'i:ud ~rosits in banks in Bunna mal\3.ged on western lines are deposits fOl' 
all agtft<l 1'<"00. nul Cas ill Greal Briwn) okposits subject \0 on &!,'T«CI rcriod 01 
noti\."e 01. wi\bdr.l\\"al. 

-: 
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discounts or advances on personal security without the several 
responsibilities of at least two persons or firms unconnected with each 
other in general partnership; (e) make discounts or advances exceeding 
two million rupees to any individual or partnership except on certain 
specified securities; Cd) grant unsecured overdrafts in excess of a 
hundred thousand rupees; (e) except for a narrow field of business 
in London, extend its operations beyond India and Ceylon or 
enter into any foreign exchange business. Government also has the 
right of audit and powers to exercise control in certain ways, appoints 
four governors on the central board of the bank, and appoints the two 
managing governors after consideration of the recommendations of the 
central board. 

73. The Imperial Bank of I ndia has for some years been severely 
criticised in some circles. It is said to give less facilities to Indian than 
to other merchants and bankers ; this is ascribed to the strength of the 
European part of its management, and claims are made on this score 
and on the ground of economy that Indians shonk! replace Europeans 
in the servic~ of the bank, at least to a large extent. It is further said 
that, because the European agents and managers of the bank's branches 
lack social and political contacts with the people of their localities, they 
are unable to invest the deposits in the rural parts of the conntry, 
where consequently there is a lack of money for agriculture and local 
trade and industry. The same charges have been made against the 
exchange-banks. The Imperial' Bank, in answer to the general charge 
of discrimination against Indians, said in its evidence before the Royal 
Commission upon Currency and Finance (1926)- that it gave more 
loans to Indians than to Europeans although it received more deposits 
from Europeans than from I ndians. It must be remembered too that 
Indian applicants for assistance are often unable to exhibit their 
financial position in a form which will justify a banI<er in giving them 
credit. \Ve confess that we find it difficult to believe that the European 
direction and management of either the Imperial Bank or any exchange­
bank (or for that matter the direction and management of allY bank 
which considers itself responsible to shareholders for its profits, whether 
in the hands of Europeans or ot her races) would sacrifice on senti­
mental grounds business which is sound and profitable or would neglect 
opportunities to cultivate further business of that characier for which 
it had funds. There is in Burma one bank, European in direction and 
management, which does bnsiness as a lender almost exclusively with 
the indigenous races. We do not believe any advantage would accrue 
from any attempt to coerce the banks to use their funds in a particular 
way. The Bunna-Indian Chamber of Commerce has, however. repeated 

" • Report of the Commission. Appendis 48 and answer to qUe5tioni 9750·3. In 
this pUfiage I"dlan includes Jlati1'cs of Burma. 



( 41 ) 

the I!omplaint in its evidence before us, and ha~ written as follows with 
respect to al1 the banks under European management (including the 
exchange-banks) :-

(We) are prepared to admit that in certain cases the credit of 
the merchants does not come. up to the required standard. But 
to a large extent this differential treatment is due to want of 
contact between European bank managers and Indian merchants 
and to a general attitude of indifference on the part of European 
managed banks towards Indian clientele. Thus considerations of 
nationality influence the policy of European banks to an 
undesirably large extent. There are a few individual cases of 
Indian firms in a large way of business who are treated by 
exchange-banks quite as liberally as European houses; but these 
are exceptions. 

This sweeping statement that considerations of nationality influence 
the policy of European managed banks to an undesirably large extent 
would be strongly ch'\llenged by the banks against which it is made. 
So far as we have been able to go into the m~tter we have formed the 
opinion that the attitude of the banks is determined not by racial 
considerations but entirely by considerations of credit-worthiness. 
We consider that the further discussion of this· question I.'llls outside 
our enquiry, and accordingly leave it for the Central Banking Enquiry 
Committee with the reminder thIt in BClrml a bank lInder Indian 
management would not be regarcied by the m3jority of the non-Indian 
population as less foreign than a bank under European management, 
although the Indian.population includes a large part of the commercial 
classes in the large towns and especially in the ports. 

74. The Imperial Bank of India has also been criticised in India on 
the ground that it competes unfairly with other banks through having the 
free use of Government balances. The bank, however, regards submis­
sion to the restrictions IUId control imposed upon it by the Imperial 
Bank of India Act and the work it does for Government without 
cemnnerntion as a sufficient payment for its free use of those balances 
and for the other pri\'ileges and ad\'3IItages (e.g., prestige and power to 
attract customers) it gets as the Government's banker. Moreover, it 
claims. the Government balances, being spread over a large number ol 
branches and heinl! sometimes small in their total, are not so usefol as 
is sometimes ~ted. However the case may be in India we have 
to observe that in Burma only two banks have branches in places 
outside Rangoon where the Imperial Bank a1so,has a branch.· and we 
belie\"e neither of them compl'\ins of unfair competition in those places.. 

75. Some further criticism of the Imperial Bank of India by 
Manvaris will be found in paragraph 339 and some by Cheltiar.l in 
pnrngraphs 335 and 551 • 

• Nati"nal Bank ollndia at N_yand D.lwsoos Bank at _ 
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76. The Exchange.Banks.-The term exchange· banks is 
commonly used in India to 

Exchange Banks in Burma. 

Name. 

1. Allahabad Bank 
2. Chartered Bank of 

India, Australia and 
China. 

3. Lloyd's Bank 
4. Mercantile Bank of 

India. 
S. National Bank of 

India. 
6. Hongkong and 

Shanghai Banking 
Corporation. 

7. National City Bank 
of New York. 

8. N ederlandsche 
Handel Maatscha .. 
ppij. 

9. 'Yokohama 
Bank. 

Specie 

Headquarters. 

Calcutta. 
London. 

London. 
London. 

London. 

Hongkong. 

New York. 

Amsterdam. 

Yokohama. 

. include a number of banks 
which make a speciality of 
financing sea·borne trade, 
both import and export, 
and have practically all this 
business in their hands. 
There are eighteen of such 
banks in India; nine of 
them which have branches 
in Burma are shown in the 
list hereby. The Burma 
branches finance trade 
with India as well as trade 
with other countries, but 
the laUer is much the 
more important for nearly 
all the banks. The first 
five of the list do a 
large· part of their 

total business in India and Burma tOllether; for the last four 
the business in India and Burma is believed to be only a minor part of 
the whole. The Chartered Bank, which is ,he largest and oldest of the 
exchange·banks and began business in India (but not in Burma) in 1853, 
has its principal Burma office at Rangoon and another office at Tavoy; 
it also control& the Peninsular and Oriental Banking Corporation to 
which the Allahabad Bank is affiliated; but this last bank is worked 
independently of the Chartered Bank in Rangoon: The National Bank 
of India has its principal Burma office in Rangoon and a branch at 
Mandalay. All the other seven have their sole Burm" office in 
Rangoon. The managers in Rangoon of all the nine exch"nge.banks 
form the Rangoon Exchange Banks Association, which represents -them 
as a body when they think proper, and affords facilities for discussion 
of matters of special interest to exchange.banks and for the preservation 
of uniformity of practice amongst them. The exchange·banks in 
Burma receive deposits from the public and pay interest on them; they 
generally pay half·yearly at 2 per cent. per annum on current accounts 
(subject to a minimum of Rs. 5 for a half-year), while for fixed deposits 
they generally pay rather higher interest than the Imperial Bank. 
Besides financing sea-borne trade, they make remittances to India and 
other countries for private persons, discount hundis and other internal 
bills of ex.:hange, make advances to exporters on stocks, make advance.> 
to various kinds of financiers working otherwise than on western lines, 
and do all ordinary banking business as it is understood in Europe and 
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America. AU the exchange-banks are members of the Rangoon clear­
ing, and have current accounts with the Imperial Bank of India in 
Rangoon for use in that connection and for the keeping of their spare­
funds. 

77. In India complaints have-been made as in the case of the Imperial 
Bank of India, that the exchange. banks favour non·Indians in granting 
facilities; the complaint has already been discussed to some· extent in 

• paragraph 73. To this may be added (hat:1 number of people think the­
exchange·banks are too numerous for the amount of business to be done 
and compete too fiercely with each other ; snch competition is not likely 
to be accompanied by choice of business on sentimentaillronnds. Their 
·ndvances are chieHy to Europeans, because foreign trade is larllely 
managed by Europeans. There have been complaints in India that the­
exchange·banks compete with Indian banks in collecting deposits, and 
hold abont One· third of all the bank·deposits of the country although 
the foreign trade of India is only one·sixteenth of the internal trade. 
But their share of the deposits has been falling relatively (though 
increasing absolutely) for the last few years, and in any case must 
depend n?On the relative degrees of confidence the various kinds of 
banks inspire; people are free to deposit where they will. 

78. We tried to obtain statistics of the business done in Burma by 
the: exchange·banki collectively, and for this purpose devised n 
procedm-e which would have enabled our chairman to receive the 
returns from the several banks without any indication of the bank to 
which any particular return belol1l!ed~: he was then to compile aU the 
returns and destroy them, preserving and publishing only the totals. 
Unforhmntely some of the banks found themselves unable to disclose 
the particulars required; so the pl'Oiect had to be abandoned. 

7P. The Oversea·Chinese Bank.-This is n Chinese 
comPo'my with a c.'\pitai and reserve of nine to ten million rupees,. 
re!.';stered at Singapore and by its articles ef association limiting 
transfer of its shares to Chinese unless the sanction of the directors is 
obtained, (No su~h sanction has yet been given,) It has branches at 
AmO}', Djambi (Sumatra). Kelantan, Kuala Lumpur. MaIacca and 'Penang 
ItS well as at R.'UlI.'OOn. It does no business with India. Its 
depositors and bolTOwers are chieHy Chinese. and it carries on 
exchange business with Honllkonll. Amoyand the Straits; it is in fact an 
exchanlle-bank (or Rangoon and th;)SC places, although it is not a 
Dlem~r of the R.~ngoon Exchange Banks Association and is never 
included when the term exchange-bank is used. It is not a member 
o( the clearinll : but it keel'S current accounts with eight lar!(e banks in 
R.'lugoon. SO that in e.-.:change (or a cheque drawn upon itself and paid 
into anyone of those it can give its own cheque dra\\'ll upon the same­
b.~nk, 
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80. Other Banking Companies.-Apart from the Imperial 
'Bank of India' and the exchange-banks and the Oversea-Chinese Bank, 
there are seven banks organised as banking companies. These include 
two Indian banks with their head offices in India, namely the small 
Bengal Celltral Balik [361 thousands]* and the Central Bank of India 
[28 millions]' ; each of these has its sole Burma branch in Rangoon. 
The Burmll Loall Ballk liS thousands], is a small Indian bank registered 
'n Rangoon with aboui 60 savings accounts, 30 current accounts and 
fixed deposits from 12 persons, the clientele being shopkeepers and 
professional men, almost entirely Indians. An. English bank, T. Cook 
-tJtld SOilS (Bankers), has a Rangoon branch doing agency business. The 
Chinese Merited Bank [100 thousands]' is a small local Chinese bank 
.. egistered in Rangoon under the Indian Companies Act, serving Chinese 
.and Burmese merchants, and doing practically no business outside 
Rangoon. The two remaining banks are the only ones of this class which 
have offices outside Rangoon. The Batik of Upper Burma [200 thousand.;]* 
has its sole office at Maymyo, the Mercantile Bank acting as its corres­
pondent in Rangoon; the other is Dawsons Bank which is described in 
-the next paragraph. 

81. Dawsons Bank, Ltd. (1'6 millions)' has developed oat of an 
agricultural loan company and is the only bank in Burma organised on 
western lines which works as an agricultural bank. It was described 
at page 422 of the Royal Agricultural Commission's report as the only 
joint-stock bank in India (so far as came to the notice of the Commis­
-sion) ,providing" fixed capital" for agriculture. This, however, is a 
mis-description ; it does not lend for an indefinitely long period as is 
.done by industrial banks in Germany, and therefore does not supply 
fixed capital in the proper sense of that term. The bank has been built 
up by Mr. Lawrence Dawson, who is a member of this committee, t with 
~he aid of his brother who died a few years ago. It is now a public 
.company registered in Rangoon, .having a paid-up capital of 7! Iakhs ; it 
has 90 lakhs of current and fixed deposits and 70 lakhs of advances of 
which 35 to 40 per cent. are given as crop-loami. Its head office 
is at l'yapOn in the delta, about eight hours from Rangoon by 
-ordinary public steamers and three to four hours by fast motor­
launch. It has eight branches, one at Rangoon and One at each 
<If the banking centres in the Irrawaddy Division shown in para" 
.grapb 71. The bani; works upon conservative lines with strict 
.adherence to banking principles as they apply to its environment . 
.current' and savings-bank accounts are accepted at all the offices except 
-one; but by far the greater part of the resources comes from the long­
.term deposits in which this bank specializes. The bank performs a 

• Figures in brackets ·in this paragraph itidicate the total paid.uJl capital and 
-disclosed reserves and undisbursed profit of the bank at the en~ of 1928. 

t That is. the Burma Provincial Banking Enquiry Committee 
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useful function in collecting bills drawn on traders in the delta by' 
merchant houses and banks in Rangoon, and conducts w"ith the aid of 
its nine offices an important remittance business. Advances are Dlllde­
chiefly at the head office and rural branches, and the principal advances. 
are made to OWners of considel-able estates, some of whom have a, 

paddy-mill or carry on a large trade in paddy. The Rangoon branch, 
undertakes all kinds of banking business, but is necessarily limited by the­
funds available : its principal function is the collection of deposits for 
lending in rural areas. MI'. Gubbay in his lecture' on Indigenous­
I"diall Ballkill!! to the Royal Society of Arts ou 11th November' 
1927 remarked that t the Allahabad Bank was the only instance 06 
the entry of a purely mofussil bank into the commercial bankiugof a 
presidency town, and that in all other cases where branch banking 
has been part of the policy followed, the development has been out­
wards from the presidency town. Dawsons Bank is, however, a second 
instance of a bank developing first in the mofussil and afterwards, 
entering the commercial business of the capital city. Mr. Gubbay 
pointed out that as a rule the branches act as feeders, the funds attracted' 
by them being sent to the offices in the chief commercial cities; but in 
Dawsons Bank the office in the commercial centre acts as a feeder for­
the bl-anches. 

82. Only one bank of tbis class, namely the Central 'Bank of India,.­
is a member of the cle'lring. T. Cook and Sons (Bankers) and 
Dawsons Bank -clem' through other banks which are members. The 
remaining banks of the class pay in to their acconnts with clearing 
banks cheqlles collected by them, while for cheques drawn upon them. 
and presented by other banks they either -pay over the counter or Rive­
in exchange a cheque upon a clearing bank. 

83. Dawsons Bank, the Bank of Upper Burma and the Burma, 
Loan B."\nk are tho only banks organised as bankinR companies that are 
rellistered in Burma. The first is under mixed European and Burmait' 
diNCtion and European m:umgement ; the second is onder Indian direc· 
tion but has a Ellropean manager; the last has Indian direction and 
m.~nagement and in fa€t is entirely an Indian concern. There are mus 
no b:",king compaoies working in Burma which are registered in Burma. 
and are owned and managed by indigenous people. 

8 ... Private Banks.-There is ooe private bank, Messrs. A. Scott 
&: Co., which belongs to a partnership and has loog been established 
in Rmlgoon. Its b."\nking busioess is of the agency class. In addition 
to banking Messrs. A. Scott & Co. are the proprietors of a mineral­
water factory and hold various agencies for machio~" wines, spirits 
and provisions ; the)' also manufacture and export Burma cheroots. 
The b."\nk is not It. member of the -clearing but clears through the 
Chartered B:ulk. 
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85. Other Banks.--Besides the co.operative banks which are 
-treated in Chapter XII there are two other banks, One managed by :II 
private company and one by a public company. The private company 
'(Balthazar and Son, Ltd.) carries on a general banking business alonl(' 
side its main business which is that of auctioneer, estate-agent: import 
agent .and investment agent; besides accepting fixed deposits and 
deposits on current account it grants overdrafts and loans and sells 
<leafts on London. The public company (Barnett Bros., Ltd.), working 
as grocers and provision 'merchants, carries on a small subsidiary 
banking business to the extent of accepting fixed deposits and depo3its 
on current account; but it doe~ not make advances. Neither of these 
-two banks has access to the clearing; in exchange for cheques drawn 
upon them and presented by other banks they give a cheque upon the 
presenting bank. 

85. Clearing of CheqUes,-The only place in Burma at 
which cheques ara cleared is Rangoon, where the clearinl( is manal(ed 
by the Imp~rial Bank of India. The member. of the clearing are the 
Imperial Bank, the nine exchange-banks and the Central Bank of India. 

"T. Cook and Sons (Bankers), Dawsons Bank and A. Scot! & Co. clear 
through clearing banks. Other banks have no access to the clearing.· 
"They, like all the financier. of the second class mentioned at the 
beginning of this chapter, must settle cheques directly. A bank whose 
customer pays in to his accOllnt a cheque drawn upon one of them 
sends the cheque by messengers direct to that one and receives 
generally payment in cash. Some of them give instead a cheque upon 
the collecting Qank or a clearing bank unless the amount is small. 

87. The total clearings for every week in 1927, 1928 and 1929 are 
.given amongst the miscellaneous statistics in the second volume of this 
report, as also .are the total' clearings for a number of years. The 
weekly clearings during the season March to June exceed the average. 
With regard to the annual totals there is a difficulty in the differences of 
the reports obtaiued from different sources, as qplained in the note 
prefixed to our statement of the totals, although all are founded upon' 
the same weekly returns. It is clear, however, that steady growth ,took 
place till 1913; the shock of the war in Europe brought a gre,t fall, 
so that according to the figures given by the Controller of the Currency 
the total for the financial year April 1915 to March 1916 was only 395 
millions, or under two-thirds of the 1913 total. Sub .... quently there 
was a rapid rise to 1281 millions in 1926, with a sudden dip in 1923 and 
partial recovery"in 1924. According to the most reliable returns the 
.totals in 1928 and 1919 were 1204 and 1216 millions respectively. 

88. The .figures for total clearings are affected by the practice with 

• Except the Ra"k of Cbelti"ad, Ltd., {see footnote to paragraph 70J which began 
.on the 1Uh June 1930 to clear through the Imperial of India. .. 
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respect to payments by one bank to another. Cheques drawn upon the 
Imperial Bank of India for such paylnents are not always passed 
through the clearing; if money is wanted urgently they are not. Since 
the amounts of such cheques are large the total volume of clearings is 
materially affected by these direct payments; and, in ·comparison with 
some other places (e.g., Calcutta and Bombay) where all these cheques 
are passed through the clearing, the total volume is lower in Rangoon 
than it should be. There is no reason, however, to suppose that thero 
has been any such change of practice in Rangoon as would affect the 
comparison of one year with another then;. 

89. CurrenCy.-As part of the Indian Empire Burma uses the 
Indian currency;' but it appears to be distinguished from ot~er provinces 
by the greater popularity of paper money. Currency reports for many 
years have commented upon 'this; there have been returns of rupees 
from circulation even in the busy season, and the rice-crop and other 
principal crops are bought almost entirely with notes. Cultivators like 
to have some rupees and small change for convenience in their daily 
household transactions; but subject to this they prefer notes to coin. 
Notes of one-rupee and Rs. 2, were unpopular for reasons of practical. 
inconvenience. Five-rupee notes' are readily accepted, but ten-rupee 
noles are the most popular. One-hundred-rupee notes are accepted 
readily where convenient, but ten-rupee notes are preferred by ordinary 
people "'hose transactions are on II. modest scale. Dealers going out to 
huy paddy from cultivators at harve.ttime commonly take one-half of 
their money In notes of ten rupees, the balance in notes of a hundred; 

• for other produce the sums paid are often smaller and the proportion Of 
leu-rupee notes tnken is consequently «reater. Dealers buying paddy 
'stored in granaries take most of,their money in notes of Rs. 100; the 
sellers in these cases find the larger notes more convenient i?ecause they 
use much of it in large sums. Paper money has been popular in the more 
advanced districts near Rangoon for some years, and its popularity has 
steadily spread. In the period from December 1923 to March 1924 nearly 
Sl crores of additional money were issued by the Currency Department in 
B\lrma in response to the annual demand for additional currency to 
finance the paddy trade; of this only 18 lakhs or about 3 per cent., were 
in sihoer. all the rest being in paper.- In the area of our enquiry in fact 
sihoer money has been largely displaced by paper money. But the Shan 
States and other ouU~inl{ areas stiD demand silver rupees or gold. 

90. The statistics of the net amount of notes issued by the Currency 
Department in Burma are for technical reasons unreliable as measures 
of the noles circulating in Burma ; there are certain discrepancies in the 
rest of India so that, althougb the circulation is accurately known at 
every moment for al\ India, neither the total amount of notes in 

• CIl~ Rorort. 1922023. 
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circulation in Burma nor even the total amount in circulation anywhere of 
notes issued in Burma is ever known. The statistics of the Rangoon 
Currency Office show for the absorption of notes only the" excess of the 
total amount issued by that office above the total amount withdrawn by 
that office; and the last amount includes the five and ten-ru;lee (and the old 
one-rupee and R •. 2~) notes of <111 circles, because (i) all these are accepted 
by Government anywhere without reference to their office of issue, and 
(ii) they are destroyed without sorting and countin!! according to that 
office. Thus the Currency Office records show that on the 31st March 
1929 the total value of ten-rupee notes in circulation in India {including 
Burma} was 746 millions, while the value of such notes shown in the 
accounts of the Rangoon Currency Office alone :was 306 millions. The 
discrepancy is perhaps even more vividly shown in respect of the one­
rupee notes of which the issue stopped in January 1926; on the 31st 
March 1929 the total of these outstanding in all India (including Burma) 
was 4 millions, whereas Burma alone showed 25 millions. In the 
case of Rs. 50 notes Burma shows a minus quantity in circulation 
because the notes issued at Rangoon in recent years have been notes of 
the Calcutta Currency Office. The statistics for notes of Rs. 100 have 
been affected by the varying favour for ten-rupee notes. The old 
patterns of these were liable to forgery, and notes of the Rangoon circle 
happened to form a very large part of the forged notes seized by the 
police; hence some distrust -:>.f the; ten-rupee notes arose for a time 
until the new pattern was introduced. I (No forgeries" of the 
present blue ten-rupee notes have been discovered.) Statistics for 
notes of denominations above Rs. 100 have little value because such 
notes are not used for ordinarNurrency. 

91. CurrenCY Chests.-Government has undertaken to maintain a 
certain stock of silver so that silver coins can always be obtained in 
exchange for notes. There are also rules concerning the exchange of gold 
for notes and notes for gold," and these are of great importance to the 
country; but they are not studied in this report. Tbe stock of silver kept by 
Government is not kept all at one place but is distributed in all the 
Government treasuries, where, however, it is not mixed with the ordinary 
moneys of Government (called the treasury balance) but is strictly kept 
separate from them, in what are called currency chests. The principle 
observed in administering the currency chests is that no money m.~y be 
taken out of anyone of them without an equal amount being lirst put 
into the same or another" one. If currency notes are taken out of a 
chest and an equal amount of rupees is put into the same chest. the 
amount of currency notes in circulation {including those in the ordinary 
moneys of the treasuries} is increased; but the total amount of rupees in 

• Section 5 of the Currency Act, 1927. requires the Government to give any 
non demanding it eitheT gold at Bombay or sterling in London in lieu thereof at a 

~rhin price in exchange for rupees and DOles above a certain minimum 'roughly 
ca. 22,6201. 
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the currency chests is increased by an equal amount, so that the balance 
of currency notes in circulation and silver rupees in the currency chests 
is not upset. A more frequent use of the currency chests is for PurPoses 
of remittance by telegraphic transfers as described in paragraphs 363 to 
368. The most important lise is t~ enable Government to . avoid lock. 
ing up its funds in scatte"ed trea.<uries and yet avoid the necess.ity for 
frequent transfers of coin and notes from one treasury to another. 

92. Movements 01 Money.-Money is taken out into the 
villages in December to March by the dealers who buy the harvests. 
The cultivators use most of this to repay short-term advances taken 
since the p"evious May, to pay for goods bought on credit during the 
same period, to pay sucb part of wages and hire of cattle as is paid at 
harvest in cash, to pay their land-revenue. to repair their houses, and to 
pay for ciothhlg and other goods bought in the hot weather and for the. 
festivals and religious expenditure and journeys of that season. Some 
cultivators buy just after harvest an annual supply of clothinll and 
tohacco and enough of certain kinds of food to last until the next 
harvest hegins. Some of the moneys dishursed by tIte cultivators as 
repayments of loans are sent by the Chettiars to Rangoon; some are 
IIsed to finance tIte disposal of tIte crops by the middlemen. Money 
used to buy imported goods finds its way back by steps through tIte 
traders 0" the Chettiars to Rangoon, and some money used to buy other 
goods gets back in much the same way to the various large tradinll 
centres. The money which thus comes back from the cultivators 10 
Rangoon and other large centres tlows out allllin to the villages in the 
next season to repeat the cycle. Thus part of the money goes out from 
the big towns in the early part of tIte open season (November to May) 
and returns to tItem in the later part of that season ; while another part, 
perhaps about equally large, stays in the rural areas, witItout travelling 
far. The latter part circulates from cultivators to labourers, food­
purveyors and cattle-owners: and from them to traders and money­
lenders, and them round to cultivators again in tI,e fornt of loans. 
In the delta Dawson. B.~nk helps in this local circulation by selling in 
Rangoon telel!mphic transfers on its branches for money required in tIte 
delta to move the paddy crop in January to April. 

93. Chettiars send a considerable amount of money to and froiD 
Rangoon in the form of currency. It is said that the money brought in 
by Chettiar clerks from stations along the Prome railway-line to £0 .... 
Rangoon firms alone amounts to balf a million rupees a day for ten to 
twenty days at tbe height of the season; and large sums are sent in 
also from WakenlB, Moulmeingyun and other delta towns, When the 
amollnts are smaller a clerk from one Cheltiar firm in the place takes 
up money by train or steamer on behalf 01. all the firms ill the placer 
having changed the money into one-bundred nepees notes Eo< the 
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journey; thus the eJl.pense of messengers' fares is reduced. Chettia,'s 
also l!ive out locally money which will be used to buy paddy to be sent 
to Rangoon ; they thus get in excltange for their money a credi. in 
Rangoon There is also a considerable amount of payments to Rangoon 
which are made with the aid of supply bills drawn on Rangoon and 
telegraphic transfers on· Ra!lgoon.· On the other hand Chetliars 
receive money from local traders in exchange for hundis drawn on 
Rangoon with which the traders can pay tbeir suppliers in Rangoon. 
Fresh advances by the Rangoon Chettiar. to rural Chetliars are made 
to a considerable extent through the Imperial Bank of India and by -
telegraphic transfers on the local currency chests. 

94. One-half of the total land-revenue receipts of the rear, that is to . 
say, pne-sixth of the total of the year's revenue, is received in Marclj ~ 
moreover this inHow into the treasuries follows closely upon the 
collection of capitation-lax and thalhallleda, t and when added 10 tf'ese 
make up more than one-quarter of the year's total revenue. There are 
also large dishursements by Government all over the country in Febl'llary 
and March; but, even so, the net receipts of Government nearly every­
where are heaviest in those months. The money so re<;eived is 
gradually transferred by the Accountant-General to the treasuries 
and currency chests where it will be wanted for paying telegraphic 
transfers and supply bills during the next busy season. An important 
matter in connection with these large net collections of revenue i1J.. . 

: February and March is that, being made during the marketing season, 
they coincide with the maximum demand of the year for currency and 
credit; this is inevitable, because the cultivator must either realise his 
crop when it is ready or get more credit, and revenue must be collected 
soon after the crop is ready lest the proceeds shnuld get dissipated. 

95. Formerly the Comptroller-General of the Currency used to take 
rupees from Burma temporarily to finance the grain and jute trades in 
India; but.a larger amount was sent from I ndia to Burma to meet the 
demands of'ihe rice:traoe. The average excess of rupees brought from 
India over rupees sent to India in the years 190 t to 1907 was 87 Iakh •. 
6'; the other hand a considerable amount of rupees used to be taken 
from Burma to India by Indian labourers returning to India at tbe end 
of the rice reason; tbe total taken by Over 200,000 personst migbt easily 
have equalled the 871akhs brought from India by Government. NO"'adars 
remittances of rupees between India and Burma are small, and, apart 
from a consignment of 31akhs sent annually for examination as a sample 

• Telegraphic transfen and mlpply bills are described in paragraph, 363 to )68, 
t A tax in Upper Burma.. The. total demand f"". a ~illage is \:.alculated at a ~t 

Tate per household which IS re\''1sed when the local land-revenue settlement Ii 
'revised' bat the assessment upon each htnL~hol~ iI detennined by eklen 01 Ute 
village ~ding to cacb assessee', IUppoeed capaCity ~o pay and biS inftdnce over the 
elden. 

t Nowa~ys the immigrants number over ,.~U hundred thousand per annum. 
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of the coinal(e in Burma, are rare. This is due to the growing pre­
ference for the paper currency, which allows an expansion of the 
currency in a particular part of India without transferring silver rupees. 
The addition~ currency needed seasonally to finance the marketing of 
of the paddy harvest is provided by. reduciQg the paper curre'l.cy in 
India to correspond to the additional notes issued in Burma. When 
the seasonal demand is over in Burma the reverse process provides 
currency for the same purposes for other crops in India. 
. 96. A considerable amount of money is carried away from Burma 
by Indian~ returning to India. First and second-class passengers 
carry much the same amount of money on an averal(e, wllether they are 
. passengers to Burma or from Burma. This is also true for some sorts 
of thil'd-c1ass passengers. But for the Indian labourers, who form the 
majority of the third-c lass passengers, it is not the ·case. These come 
to Burma because they can earn .uore there than in their own localities: 
They bring little money with them. While in Burma they make money­
order remittances, largely by telegram. When they retum to India 
they carry the savings of the last few weeks with them, and sometimes 
are entrusted with money by friends who wish to send to the same 
neighbourhood. Both rupees and notes are carried; rnpees are often 
carried ill hollow belts specially made for the purpose so that the 
rupees can be armnged in a line along the length of the belt Enquiry 
waa made at our chainnan's request by the Protector of Immigrants, 
Rangoon, into tho amounts actWllly carried. He instrncted·his assistant 
to ask n number of passengers of the labourer class individually how 
much money they carried with them. The enquiry was made in 
February and M!U"ch 1930; probably the sums carried \,""ould have 
been larger in April, but we could not wait till then. Only a fe\y 
records could be obtained on each ship. Naturally most persons would 
not disclose what they carried; they feared they might be robbed on 
the voyage if that were known. As tl,ose who CB{1"ied most would be 

• ',t.. ... • 

most affected by this fear the enquiry waa biassed towards an under-
estimate. Of the 340 persons exrunined (constituting a little over 1 per 
cenL of the annual migration) 44 per cent. carried Rs. 20 or less. 28 per'" 
cent. carried over Rs. 20 up to Rs. SO, and 17 per Cent. carried over 
Rs. 50 up to Rs. 100. Thus about 90 per cent. carried anything up to 
Rs. 100, the remaining 10 per cent. taking between Rs. 100 and Rs. 500. 
The average per head was Rs. 46. On most ships aboat 10 to 12 per 
cent. of the total was iu cash. the remainder in notes, almost entirely 
notes of ten rupees. If these averages hold I(ood fOl" aU the emigrants 
there must he (after allowing for passengers in both directions) a net 
hal.nee of something like ten millions d. rupees taken by travellers to 
India every year, of which about one million are in silver and the rest 
in paper currency. f 
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• CHAPTER IV.-AGRICULTURAL INDEBTEDNESS . 

97. Introductory.-We wish to draw a distinction between 
indebtedness and loans for current finance. The distinction is often 
neglected and serious confusion results. We do not regard a 
cultivator a. indebted because he has borrowed some money to finance 
his current year's cultivation. If at harvest time he fails to repay his 
lo~n he is regarded as becoming indebted for the amount outstanding. 
For brevity we use the term crol-loan to reprl'sent loans which are 
expected to be paid back at next harvest and are therefore excluded 
from our term indebtedlless ; these form the subject of our next chapter. 
To prevent misconception we mention at once that crop-loans may be 
used for household or otber .:xpenses apart from cultivation; the name 
relates to the period of the loan., not primarily to their purp:)3es. 

98. By lon~-term lo~n we m~~n a loan which is I\~t exp~cted to be 
repaid within five yea .. of being granted ; by intermediate 100n we 
mean a loan which is not expected to be repaid at the first harvest but 
is expected to be repaid within five years of being granted. Indebted­
ness thus consists of long·term loans, intermediate loans and stale crop­
loans. The facilities for long-term and intermediate loans, and condi­
tions affecting them, wiII be considered in Chapter VI. Thus the pre­
sent ch~pter is con~lled to indebted,., .. regarded as a burden carried 
by cultivators and' hampering the provision of long-term intermediate 
and short-term credit for them. e.p.cially sh"rt-term credit. 

99. Obviously the am"unt of indebtedness, especially as it includes 
stale crop-loans. must vary from year to year according to the amount 
and price of the harvests, tbe incidence of cattle-disease and other 
circumstances. An excess above the average harvest does not compensate 
for an equal deficit in the previous year becauoe the deficit gives rise to 
increased charges for interest. Hence the total indebtedness must rise 
abruptly after a bad harvest and diminish slowly after a good harvest. 

100. Volume of Indebtedness.-The problem of agricultural 
in<iebtedness has been studied for m~ny years in Burma. Revenoe 
settlements are mlde at intervals of twenty years, and at each settle­
ment statistics of the indebtedness of' the cultivator. and tandowner. 
are collected throogh enquiries from as many. of soch persons as 
possible. The settlement rep:)rlo thos afford for each district (and 
generally for separate tracts of uniform character in each district) the 
r""alts of a wide en ~uiry. A special enquiry was made in 1908-09 into 
indebtedness in the Irrawaddy Division, in which the matter was 
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studied in great detail. Many have stuGlied the problem to seek ,a 
remedy for the bad crime-fe<:ord in Burma, and in connection with the 

. granting of land for cultivation. Stndies in local areas 'are made by 
officers of the. Co-operative Department. Evidence was given also 
before the Royal Agricultural Commission in 1926-28.' 

101. We asked in our 'questionnaire for suggestions for' estimating 
. the total indebtedness in Burma. Generally the opinion waS that a 
house-to-house enquiry would be necessary. This meanS in practice 
wmething in ,the natnre of the settlement enquiries. But the lapse of 
time since some of these were made, and other considerations. made us 
feel that we could not give the time and attention needed to cumpiJe 
their results to frame an estimate for the province. The quality of the 
statistics in recent settlements has Improved; but it must be admitted 
that some earlier ont's left something to b. desired. The enquiries, 
espe<;ially the earlier ones, were made by subordinates of little ~duca­
tion. In some the enquiries did not systematically distinguish between 
indebtedness and crop-loans, though there was to a certain extent an 
automatic separation be<:ause part of the enquiries in each season and 
locality have generally been made soon after harvest. In some the 
sample, of persons examined was small; in others the sampling was 
unconsciously biassed. There is always a difficulty in getting people 
to disclose their debts, and often the debtors are hazy about the exact 
amount. Some settlement officers have been so deeply impressed by 
the difficulties of this part 01 their enquiries that they have despaired of 
collecting good statistics and have limited the attention given to this 
part so as to have more time for other parts of their work. A prolonged 
study of the reports might still furnish a useful basis for estimating the 
total indebtedness. but we did not consider that we should make it. 
The essential point that there is a great deal of indebtedness amongst 
agriculturists is notorions. 

102. A rough idea of Ihe order of magnitude of the tolal indebted­
ness can be ruched in an indirect way. The, grealer part of it is 
cert,tinly owed directly or indirectly to Chettiars. Sometimes money 
borrowed from others has been provided indirectly by a Chettiar from 
whom the lender has taken a loan. We think it is probable that the 
total loans by Chettiars in Burma for agriculture amount to about 48 
crores in December of each year, and that of this'llbout 12 Croles 
represent crop-loans.· From the reports of district committees .it 
seems prob'tble that in the districts which are most important for this 
estimate the Chettiars have given about two-thirds of the total loans: 
thus it appears that the tolal permanent indebtedness is probably of the 
(lrder of SO to 60 crores. Without any pretence that this estimate is 
accurate within any specified ~n we think it gives a oseful general 
notion of the tot,\I. 
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103. Confirmation of the4!stimate can be seen in the following way. 
The tolal area cultivated with paddy in the Pegu and Irrawaddy 
Divisions is 6'8 million acres; b} assuming for this an average value of 
Rs. lOOper acre we have a conservative estimate of 68 crores of rupees 
for the total value of such land. To this add a similar estimate of 13 
crores for Arakan and Tenasserim Divisions with an area of 2'7 million 
and an average value of Rs. 50. The tolal estimated value is thus 81 crores 
for Lower Burma paddy-land alone. Again the figures of paragraph 55 
for areas of land sold gave 0'42 million acres sold u.,.. 1928·29 in 
Lower Burma. while the registration statistics \ in paragraph 65 
showed 92 million rupees as the value of sales registered in 1928. 
These numbers for area and value do not quite correspond, but 
they give a rough basis on which the total value of 209 crores may be 
estimated for the value of jjhe 9f million acres of Lower Burma paddy 
land. This method probably gives too high an estimate because sale. 
are more frequent for land of the higher values; but it still makes the 
previous estimate of 81 crores look moderate. The second plan gives 
an estimate of 2S crores fQl' the value of paddy land in Upper Burma. 
and will not be so such in excess; lake 15 crores as a conservative 
figure. Then the total value of paddy land in all Burma i. not less thall 
96 crores of rupees. Up to 70 or 75 per cent. of the value of land can 
ordinarily be obtained on mortgage; Burma lenders go up to tlO ePer 
cent. Thus the paddy cultivators alone have cover for at least 72 
crores of rupees of long.term ·Ioans. * Allowance must now be made 
for all the other land. say one million acres in Lower Burma a nd over 
five million acres in Upper Burma, including garden land and other 
sorts which make a c:onsiderable addition to the cover. Debts secured 
on gold can be ignored because they could be paid off \vithout 
depriving the borrower of any productive power or of any necessary 
property. Sutthere are also to be reckoned debts secured On houses or 
cattle. and some unsecured debts. An estimate of 50 to 60 crores for 
the total indebtedness thu. seelm likely to be of the right order of 
magnitude. 

104. Viewing indehtedness with respect to its effect upon the­
cultivating classes we asked district committees in Article 60 of 
our questionnaire to give us estimates of the distribution of practical 
cultivators who own the land they work into five classes. as follows :-

• 

A. Those who are free from debt and have cattle aud enough 
paddy to last until next harvest begins (or have enough 
money to pay all their debts and buy this much paddy) ; 

B. those who do not belong to Class A but would be able to 
. payoff all their debts if they used all the money they have 

and sold all their paddy but kept their cattle ; 
• State land does not contribute to cover in proportilJII to i" ft.lee ; but it. owner. 

still borrow. md the ern:ri' in the estimate of total cover on thts 3CCOlJnt cannot 
be large. • 
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C. those who do not belong to CIasli"A or B but have debts which 
are le911 than half the value of their land hlot counting other 
property) ; 

D. those whose debts are mote than half the value of their land 
but are less than the value of all their property i 

E. those whose debts exceed the value of all their property. 
Estimates were given by every district in the developed parts of the 
country and can be seen in the replies to Article 60 of the questionnalre 
in the thia;d volume ot this report. They are not based upon 
statistical enquiries, but they represent in each district 'estimates 
made in consultation by a number of people who have intimate 
knowledge of local conditions. The five classes too have not such 
clear limits as may appear at Iirst sight. Still the figures probably 
do give a fair general idea of the truth. ~l average of the district 
reports (omitting three districts which reported late) gave the following 
percentages in the various classes: A. 14; B. 25 ; C. 26 ; D, 22 ; E. 13. 
Having regard to the roughness of the figures. we may thus reckon that 
one·quarter of the practical cultivatol'S owning their land belong to each 
of the Classes B. C. D. while one-eightb belong to eacb of the Classes 

• A and E. A proportion as high as 20 per cent. was estimated for Class 
A in the Akyab. Sandoway. Tavoy and Me1l.'Ui Districts alone'; all tbese 
four. it _viii be observed. lie outside the general body of the country. 
,ud in fact the lirst two have (from an economic point of view) 
Ilolllething of the same peninsul:>r character as the other two. 1 
lIt'oportion exceeding 20 per cent. was estintated for Class E in Tharra 
wilddy. Insein. Pakokku. Sa!!aing and the Lower Chindwin Districts . 
the actual percentage stated may be erroneoll9, but the evidence rna, 
be accepttd lIS sbowing thaI there is a large class of bankmpt cultivators 
In those districts. 

lOS, We fnrther enquired bow much borden of debt a cultintor can 
support, It seems to be generally tbougbt that cultivators of Class C 
caD l(etIetRlly maintain their position if the, have good htalth and are 
up to the average in industry and still. 

106. Every district committee was asked also to estimate tbe propor. 
tion of tenants wbo coltivate padd, and In aft ordillBlY year are able to 
PlY their rent and all their debts Rnd still put .. '<ide from their banest 
eDOllllh pClddy for their food dJlbl the early part of the next cropcomes 
in. The ava-age estimate was that one tenant in four belongs to thm 
dass ; but in some districts such tenants are nlre. 

107, Causes of Indebtedness..-ln much of the disc 'on of. 
the C&U9C$ of indebtedness there bas '-tt confusiOll between thoae 
causes and the occasions of boliowiog. It. specilic iD9I:anc:e willsbow 
the clistinctioe most dearly. Suppose. cultivator .... ho bas Rs. ISO ill 
baRd to pay bi. expeesc:s till ned hanes! loses rbullocll by riIIderpeat 

• 



jn the middle of his ploughing. He must either buy or hire another. 
Suppose he buys for Rs. 100. Then· before long he will exhaust the 
money in hand and need to borrow for domestic expenditure, which is 
thus the occasion of ,his borrowing. But the true immediate cause is 
the rinderpest. If one looked deeper one would perhaps ascribe 
the borrowing to ignorance of the way to protect cattle against disease ; 
'IlIld, on tracing back to their origin a large number of borrowings for 
-oecasions of various kinds, one might perhaps come to agree with those 
·who ascribe much of tile present indebtedness to general social and 
economifiJ disorganisation. 

108. Without pretending in the least to give a full account of the 
agricultural indebtedness' problem, that being as large a task as the 
whole of OUl'll, we mention twelve heads for consideration in connection 
with our particular task as follows: (z) money economy ; (m agricultura1 
development; (iii) vicissitudes; (iv) lack of investment facilities; 
(P) depreciation; (vi) Buddhist inheritance laws; (vi,) religious and 
social customs; (viii) national character; (i ... ) speculative trading; 
(xl abuse of credit ; .(xi) rise in paddy prices; (xii) high rate of interest. 
We do not even ge .as far as to say these are the most important 
considerations in the matter; we merely mention them as some 
considerations bearing upon our task. We shall take up these heads in 
turn in the succeeding paragraphs. 

109. Money EconomY.-The extension of paddy cultivation 
took place. as we have described earlier, in connection with the 
development of the rice export trade; it brought about in consequence 
a complete change in the conditions. Under the old conditions 
sufficient paddy was grown to feed the family and to barter for cart­
wheels, for cooking· pots, or for yarn to be woven by the women and 
for a few other things not obtainable in the locality or requiring 
professional skill for their production; most of the household needs 
were obtained direct from nature by the family. One must rememher 
that the low wet lands of the southern part of the delta and the wide 

/ open levels of the northern part had not yet been developed. The 
paddy was commonly grown in small hollows and narrow valleys with 
jungle on rising laod within a few yards of every field and house. 
Bamboos for building and for hundreds of miscellaneous purposes were 
readily available by mere cutting; thatching. reeds for making mat .. 
firewood and other tiolber, all sorts of edible leaves and fisb were easily 
obtained. Cattle could be bred and pastured On the rising land. and 

J a little patch of vegetables could be grown with little trouble. Mango 
and other fruit trees grew here and there. The cultivator gave only 
sufficient time to paddy cultivation to supply his limited requirements 
of paddy ; the rest of his tiole was devoted to all these miscellaneous 
tasks. The women and childen helped in every part of his work except 

.' 
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ploughing : that could be done only by strollg men, and the sons 
generally married and went off and started· their own holdings wben 
they got strong enough for this. There was not much difficulty about 
declinillg years because long lives were unusual. But as cultivation 
extended the waste was cieareci and- wild products became more 
difficult to obtain. Cultivation spread into country of a different 
character, where less variety of products was offered, where in fact 
Ihe miscellaneous activities of an upland area could not be pursued, 
and cattle could not be bred. In the later extensions the family could 
lIive. less help because of the deep water and other physical eonditions. 
GOvernment. for revenue purposes, imposed restrictions upon fiShing, 

. " and this developed into a specialised business on a commer,cial scale. 
The cultivator had to specialise in paddy cultivation on industrial lines 
"instead of the old family !>asis, and to adopt a money economy. All 
1he precepts of his paretlts, adapted to a different economic system, went 
"llwry : he was without guidance and his money burned his fingers, 
especially when paddy prices be!(an to rise. Moreover he found himself 
living in d new community without deep roots in the past and all that 
they imply in social or!(anisation. The exported paddy encouraged' 
Ihe import of cation cloth with attractive colours and patterns never 
aeen before even in expensive silks, and at the same time the loCal 
conditions made home,weaving more difficult. AU sorts of miscellaneous 
goods were imported: some were necessary to replace the things \vith 
which the cultivator could no longer supply himself: some were cheaper 
or more convenient than the native things for which they could be 
lubstituted: some appealed to the Bunnan's strong love for novelty and 
easily coaxed his money out of the pocket in the new belt he had bought 
hi,mself. His standard of life had been very low; naturally it took the 
first opportunity to rise and went beyond the proper level. Some things 
which had been available before could only be bought with difficulty 
because of the scarcity of a medium of exchange: now they could 
easily be bought, and there was the same indulgence that the munition­
makers in England showed some years ago when they suddenly found 
Ihemselves handling money on an unaccUstomed scale. The change. 
occurring so quickly for a nation without previous contact with the 
outer world, was a shallering national experience that no people 
anywhere in the world could have passed through unscathed. During 
its course wrong ideas about the control of expenditure grew up. and 
the whole environment encouraged the many eco~omic errors of which. 
some e.umples are being mentioned in this chapter. We are 
compelled here to pass over manf aspects of importance to our study. 
Without an appreciation at this change the present indebtedness 
in Burma cannot be in¥e:itigatcd. More important, the traditions 

.... r.vith respect to borrowing in general, includipg short-term loaDs, 
will not be undfrstood. Above all it must be remembered that all 
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.' this toolt place only thirty to sixty years ago, and that in some ·place. 
it is still more recent; the parents of many of the present cultivators 
were born in about 1875 when the change was just beginning, 

• 
11Q. Agricultural Development.-The rapid extension. of 

paddi cultivation could not take place without the iuvestment 01 a 
• Iarg~ amount of capital. There was for many years a common saying 

arnotigst non-cultivators in Lower Burma that the soil needed only 
. to be tickled with a hoe to make it laugh in a crop_ That may have 
bee ... true seventy or eighty years ago, But in the days of industr;;;:IiBed 
agriculture and cultivation for an export market it has not been true_ 
The more fertile lands had heavy jungle, which required capital to be 
invested for its removal; as such .land moreover takes froin twelve te 
fifteen years to reach full productivity, much· debt was incurred' by 
pioneers extending cultivation, Some pioneers were merely the allent" 
of capitalists, and never had reason to expect to win through as owners 
of the land they cleared. SQme who had more chance got fever and 
either died or incurred more debt than they could carry; owing 
to the restrictions imposed by Government upon the alienation of 
newly colonised land, the lenders were unable to regard the land as 
security or even as a valuable asset of the borrowers, could therefore 
take' only the staBding crops as security, and charged a high rate of 
interest accordingly. Some pioneers came throughlvictorlbuslyas !'wners 
of wide stretches of fertilCloland Most who succeeded at all got a holding 
subject to a mortgage. We cannot go here into detailed discussion of 
the economi" side ot this colonisation ; we can only point out that much 
-of the indebtedness of the wide paddy areas which ar~ comparatively 
newly cultivated represents capital sunk in the improvement of tile 

, land from jungle to paddy-fields. The original pioneers had often DO 

capital at all ; their children and grandchildren have land subject to 
mortgage. A large part of the indebtedness of agriCulturists in Lower 
Burma is not strictly unproductive, because the whole productivity of 
the land is due to the clearing and improvement carried out by the aid 
of the borrowed capital. 

• 
HI. Vicissitudes.-The caltivat9r'. risks of drought, Rood, 

pests, illness, bad prices and a thonsand and one other things have 
- been mentioned so often, that we mention them here only to reassure 

our readers that we are not overlooking them, and to mention that 
practically no insnrance provision forpltivators exists. Co-operative 
societies for cattle-insurance have been tried; but so far no real 
success can be claimed. The special difficulties of these vicissitudes 
in the two generations immediately preceding the present. while the 
IDOMY-economy revolution was goin~ on, must be home in mind. 
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, Ill. Lack of Investment Facilities.-AU over the country • 
people with money have been limited to moneylending, land and jewc;Uery 
for its investment. Other investments were scarcellnd Dot well known. 
Investment in land by nOlVcultivators bas been an influence raising tlie' 
,ost of land to cultivato;s and involving them ingeeater debts for ibl 
pW'chase and in Rreater interest charges to correspond. Investment iri 
jewellery is., wuemunerative in the material sense, but finds some­
justification as a way of storing up the profits of Rood years to., use in' 
bad years either by selling the jewellery 01' by using it as secnrit1 for: 
loaps, The envy and emulation inspired in some',women by the-. 
jewellery of others has led, however, to the purchase of jewellef1" even 
with borrowed mone~·. The joy. of wearing such jewellery on a few 
occasions in the year has often been purchased dearly, if the interest 

" pa,id for b"o.'rowed money, or the loss of interest that miRht have been 
had by investment, is consi<\ered.* 

• 
113. Deprecialion.-A matter which has 'lot received enough 

attelltioll is the indebtedness arisinll from the failure to provide fot' 
dcpr.:ciillioll of cattle and implements, so that wh"" their usefulness 
come. to all end there is no fund to replace them without borrowing. 
As the debt so incurred is commonly not paid off by instalments during 
their term of u.eEulness, the next time for replacement often sees the 
debt increa!;~d. There is in fact a steady consumption of capital going 
on. • Lat)(cly this is due to a lack of appreciation of the facts ; the same­
errol' is being exhibited On a considerable "scale at the present time by 
the owners of tllXi, and motor-buses, who consume the gross profit and 
make no provision for replacing their vehicles in a ye<Ir or t\\-o when 

othey will be \1IOrn out. Partly this omission is a natural consequence of 
a desire for a higher standard of living; it is difficult to put aside fnrty 
rupees as depredation (or cattle when so many desirable things, whether 
luxuries or not, are lacking in the household. The difficulty is greater 
still when no b.'Ul/ts for depositinR the forty rupees are readily available 
and th~reis no tradition of such saving. 

114. Buddhist Inheritahce LaWS.-According to Bunneso! 
Buddhist law laDd should be divided amongst aD the lamily al • 
decc:olSC<l pen;on. If the bulding is not large enough ",0 be shared 
Ulloogst them all, it may have to be bought by one al them who will 
have to nt01'tl!age it to raise the money. The ~ 'Small shares are b 
likely II:; not to be frittered away or consumed, in the III8DDel' described 
just above. as the depreciation.p( cattle or a cart ; thus ~tua1ly the 
d.:ceased parents free ()( debt are replaced by an indebted son, while 
the other children are no better 011 than before. If the hoIdin« was 

• 
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-already mortgaged by the parents it is unlikely that the children can 
retain possession at all if they share ouL There i9 'a good chance then 
that the land will come into the hands of a non-agriculturist. 

115. Religious and Social CustomS.-Funerals, initiation 
ceremonies for boys (shin-WII) and ear-borings for girls all help to use 
up considerable sums of money in an uneconomic way, which leads to 
borrowing soon after even if there is no borrowing for the occasion 
itse!f;The present 'customs were 'formed when an entirely different 
-economic system existed and the customs made no such drain upon the 
people' as now. Similarly, while we recognize that spiritual need~ 
must be SUpplied as well as material needs, we think there is often 
excessive expenditure on Buddhist monks and that this helps to cause 
indebtedness. . 

116. National Character.-The following pa::sage, taken frolR 
a note prepared in 1926 by Mr. E. G. Pattie, I.C.S., for the Royal 
Agricultural Commission, exhibits the national character both with 
regard to indebtedness and with regard to the collection of capital :-

The bourgeois ideal of e=onomy as a rule of life pursued with a 
view to financial security makes little appeal to the Burman agri­
culturist. Habitual indebtedness causes' him no twinges of 
conscience and involves no social stigma. On the contrary the . 
existence of a debt involves the existence of a creditor to whose 
interest it is to support and protect the debtor. His essential 
requirements are simple ; but he is not hampered by social condi­
tions, and is always ready at any moment to expand the range of his 
expenditure to the limits of his credit. The possession of money 
is to him an opportunity to be used in a manner dictated more by. 
the chances or exigencies of the moment than by conscious choice. 
His philosophy teaches him that all is impermanent, and even in 
the secure areas of Lower Burma this dogma is reinforced by 
experience. The economic history of Burma in th.e last half century 
is one of unceasing and revolutionary change. 

We think, however, that it is at /east unlikely tlmt the Burman is 
really so careless about repaying loans. Looking at the matter from an 
.evolution3fY stand-point it seems improbable that a nation could 
develop as the Burmese nation did, and endure so long, if it had as one' 
of its fundam;ntal characters a complete lack of responsibility about the 
repayment of loans. The system would simply not work. It is 
pFOverbiai everywhere that debtors manage to avoid meeting their 
creditors; and there is a proportion of chronic defaulter. everywhere. 
But carelessness on the part of Hurmese)enders is not alleged, and it 
may be presumed lhat it never existed. Let the extreme contempt 
which Burmans had for Indians until recent years (and .till have in 
rural areas) be remembered. and the effect it would have upon the sense 
of a duty of repayment of loans to Indians. An explanation of the 
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present Burman attitude towards the repayment of loans, more rationat 
than ascribing it to a fundamental character of the race, is that it is a 
temporary effect due to recent conditions of easy credit from India .. 
lenders and without adequate control in the application of loans. As a 
temp~rary effect it is susceptible at removal.' This is not the common 
view ; but the argument in supPort of. it deserves consideration,and 
present.~ay experience alone2is not sufficient for its rejection. 

117. Speculative Trading.-One of the most frequent causes' 
of indebtedness of agriculturists and of the loss of their land has -been 
trading in paddy, borrowing money for the purpose on mortgages of 
their land. The realisation of this is important in connection with all 
schemes for financing cultivators to postpone the sale of their paddy;. 
it is better for them to stick to their own trade of agriculture :md to 
Icmve trading to those who make a speciality of it. Other forms of 
tr.lding are also engaged in. particularly the purchase of produce special 
to Lower Burma or Upper Burma for sale in the other part of the 
province. The Burman is distin~uished by his versatility; but these' 
ventures in the conditions-of to-day's money-economy often lead to loss,. 
so thnt the adventurer is left with a heavy mortgalle on his land. 

118. Abuse 01 Credit.-The natural result of the rapid increase 
in money-income of paddy cultivators has been extravagant spending 
and abuse of credit. It is well-known that as a rule indebtedness is high 
where the land is good security and loans 3{e re. .. dily obtained_ 
Ind~btedness in fact increases with borrowing-power. This is not 
confined to BlIrm:l, nor even to Indi,. ; it was exemplified even by the 
thrifty German peasants when the change from fendalism to independ­
ence gave them a great access of credit ; it was exemplified by the 
United States of America when land values increased through the 
construction of railways. It is not even confined to agriculturists ; the 
enormous sale of motor-cars in America in recent years has exemplilied 
it again. The Burman cultivators had a special temptation in that they 
had to pass throngh the revolution from a natura) to a money economy 
just when the expansion of credit took place. At the same .time they 
were brought into close contact with a more expensive civilisation. 
represented in Burm.. chieOy b)' a class wbo were well-off even in 
comparison with larll') numbers in their o\\'n country, and followed a 
p. .. rticlliarly e.'ltpensive mode of life because they were living onder the 
difficult conditions of a climate whicl\ differed greatly from that to 
which their race wus accustomed and their habits of life adapted. Not 
only W:\9 ther~ temptation to extravagant expenditure; there wa" 
temptation to ex.:eiSive investment. From 1900 to 1908 paddy rose in 
price by nearly SO per cent. and man)- Bunnans thOuItht they IWt only 
to borrow moner and buy L .. nd to !let rich easily_The Cbettia:s aJso. 
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fell into error, and instead of steadying the borrowers encouraged 
them to borrow; they even went about the villages invitinj( and 
encouraging people to borrow to invest in land. The Burman was still 
a novico in the new economic system 00 a money basis ; the Chettiar 
was an expert in money and his teachings were accepted. Many 
·owners of paddy holdings borrowed to buy a second holding, mOI·t­
gaging both their old land and the new holding to get the money. The 
demand for land forced up its price, bu~ both borrowers and lenden 
always thought the price would climb still higher. In 1907 a financial 
<risis occurred in the United States of America and the world-wide 
money stringency which resulted led the Chettiars to call in their loans'. 
Many borrower. then 103t all their land or sold off their new holding 
and still had a mortgage on the old holding which they had previously 
possessed freely. Thus many old-established cllltivator. who had 
managed during a period of rising paddy prices to payoff the dehts 
incurred in colonising their land were added to the nllmber of tho.e 
who had 110t succeeded in that and had acquired a mortj(aj(ed 
holding. 

119. Apart, however, from the calamitous events resultinj! from the 
boom of 1900-1908 there has been constant abuse of credit in horrow­
ing for unproductive purposes. Lenders and borrowers have been 
.equally responsible for the error, though neither has realised what he 
was doing. To a large extent this has resulted from a rise in the 
standard of living, going beyond the means available to sLlpport it and 
encouraged by the rise in the price of paddy during and since the boom. 
It is true that extravagant expenditure on exotic lu"urie~ and specially 
fine clothe. was seldom practised with borrowed Imoney. It occun'ed 
in prosperous seasons when a plentiful harvest had secured a 
good price. But it often led indirectly to borrowing for current experues 
because it consullled the reserves that ought to bal.,nce j!ood years . 
with the bad ones which will inevitably follow it. Expenditure has 
naturally been much curtlliled in the last few years when the real price 
of paddy has been so low .. , 

120. ~ise in Paddy Prices.-Besides leading to an auuse of 
cr.odit as described uniter the last head the rise in nominal paddy pri<:eS 
has (a) discouraged thrift (b) er:couraged extravagance and undue 
enhancement of tbe standard of living and general anticipation of future 
profits : (c) caused failure to provide in prosperous years for 
less prosperous years or to repay debt or to provide a sinking-fund for 
its repayment; (d) strengthened nnwillingness to reduce tbe standard 
of living temporarily in unfavourable seasons; (e) encouraged litigation; 
(fJ encOU\'3lled speculation both in trade and in the extension of culti­
vation ; and (g) increased the di/li<;illty of the cultivators in buyinj( 

land. 
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121. Hiah Rate of Interest.-Most of the considerations put 
forward above to explain in part the growth of indebtedness owe mueh 
of "their effect to the high rates of interest for loans to agriculturists 
w hieh have prevailed and still prevail in I:!urma. These are consider. 
ably higher than in most parts of India. In the recent enquiry by, the 
Indian Colton Committlle into the finance of cotton-growing it was found 
that in MadraS 84 per cent. of the loans were at one rupee or I •• s per 
Rs. 100 per mensem : for all India the percentage was 52. In Madras 
24 per cent. and in all India 18 per cent. of the loans paid interest at 12~ 
annas or less, In Burma a rate of 12i annas has never been heard of 
anlongst culrtvalors, whether for crop-loans or for long-term loans; 
while a rate of one rupee occurs only under exceptional circnmstances 
in a few localities. The most usual rates are from 1'25 to 1'75 per 
cent. per mensem for loans secured on land or gold, with higher rates in 
other cases. The ot'dinary rates of Burma are the exceptionally high 
rates of India. For unsecured loans and loans of certain characters 
(s/Jbale, etc.), the rates may be five or ten or more ntpees per Rs, 100 
per mensem. It is obvious that with these rates of interest it is difficult 
for a cultivator to avoid getting deeply into debt whenever any misfor­
tune occnr9 to him. If he is notable to repay promptly, the compound· 
ing of large amounts of interest, also bearing interest at a high rate, 
nlakes a delault happen easily; and after that the difficulties accumulate 
rapidly. Comparatively small loans begun on a promissory-note for a 
perfectly legitimate purpose may thus swell up into mortgage-loans too 
heavy lor the borrower to bear. It is unfortunate!)' true that many 
cultivators hnve by a single misfortune, 9uch as ill-health or death 01 cattle 
or thelt of cattle or a short harvest, been set inevitably upon a road 
leading straight to the loss of their land. For ,mIRY of them this has 
resulted partly from the large amount of indebtedness due to extravagance 
and other errors in the past; but even those who have not borrowed so 
much c.~n fall easily into the same plight as those who have ; they need 
only have such misfortunes as those mentioned above in two sllccessive 
years. Everybody;however industrious skilful and thrifty, is)iable to 
suffer this. It has indeed been said that agriculture in B'lI'ma cannot 
pay its way \\;th interest-rates at the present level. There is special 
difficulty just now in discussing that contention while the ~et fex 
most ~'l'icultural products is depressed: but, whether the contention iol' 
tnte or not in nonn. .. 1 times, it was clear before the' depression began 
that the growth of indebtedness had occurred largely through the com­

'bination of the high rates of interest with various othel' matteR over 
wbich the cultivator oIten had little ex no control. The re.'lSOIIS for 
IIiCle hillh rates of interest will be taken up in Chapter XIX. 
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CHAPTER V.-SHORT-TERM CREDIT FOR AGRICULTURF. 

122. Occasions of taking Crop-loans.-The term crop-loan· 
is convenient to describe loans granted to cultivators and landlords t of 
agricultural land with an expectation by the lender of repayment at the 
borrower's next harvest. There is often great difficulty in discovering 

. the real callse of the need for any particular crop-loan. ,)he practice is 
naturally to use any money in hand for the purpose of the moment, 
which may be the replacement of cattle or gambling or anything else ; 
as a consequence the resources for housekeeping and the cash expenses 
of cultivation are depleted. so that presentiy a loan is taken nominally 
for" food and cultivation expenses." No particular rupee in a culti­
vator's hands can be earmarked for a particular purpose; there is only 
a total income and a total outgo. But there is a sense in which such 
borrowing as is repeated every year on a scale varying only in accorda nce 
with the previous harvest can be ascribed to household and cultivation 
expenses taken together; and unusual borrowing can be ascribed to 
unusual expenditure; it is in this sense that " reasons" for borrowing 
should be spoken of. Generally the reasons offered are not the reasons 
in this sense but only the occasions for borrowing; statistics relating to 
the reasons for borrowing are conseqJentiy apt to be fallacious.t 

123. Crop-loans are taken by nearly-all cultivators to meet current 
expenses of cultivation and of the household; this indeed is the natural 
course of affairs, as any cultivator who had enough liquid capital to 
carry him through the year would have to keep much of it unemployed 
for a great part of the year with risk of loss by fire, theft, Rood, etc., and 
with temptation to use it uneconomically and with exposure to applica­
tions for loans by poorer relations and friends and neighbours and for 
larger subscriptions to village festivals and to lhalhaoneda. § Loans for 
current expe.nses are naturally larger in a year following a harvest which 
was deficient in quantity or sold for a low price. In average years some 
cultivators have a little money in hand after harvest, and, besides laying 
in a stock of cer'.ain provisions for use in the next sis months or so, can 
carry on for a time without borrowing. Others with rent or interest to 
pay have nothing left from the harvest. A considerable amount of the 

• See also the explanation of the term in paragraph ",. especlaJly its last seoteoce~ 
t In this report .. landlord" is used to mean a landowner who leta out h.d land ; 

a cultivator is a person. eilher an owner or.3 tenant. who performs or ~tinOOUllly 
supervises the agriCultural ~o~ OIl his land. Som.c are landlords 10 reaped. 
of some pieces of land and<:nltiwloro .. respeel of other p1eces of JaneL 

1 Compare paragraph 101. 
§ See loot-nolo t on page SO. 
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crop-loans taken by some cultivators is du'e te advances ma-de during 
thl! cultivating season to theiF laboureril of wages due at harVest. 

124. LoaM are also taken to buy cattle, either with "IIetibetatioll. 
when the idea has arisen that the cattle in useoull.ht to be replaced or 
in an emergency when cattle have' died during their working season 
and immediate replacement is a necessity; whether such loans are 
really crop-loans or not depend. upon tile wealth of the borrower and 
the size of hi. holding. A cultivator who works fOur or tift yoke of 

.cattle must on the avemge have a replacement every year \ the cost of 
this becomes a normal expense of cultivation, and even an unexpected 
outlav to replace a dead animal wiD not be difficult to meet at nen 
harvest., On the other hand for a cultivator witlt one yoke of catOe 
the replacement of even one animal is a larger matter In proportion to 
his ordinary turnover, even if on an average he is able in his part of tlte .... 
country to live as well as the tenants of L'U'!le holdings in anotlter pa~; 
for such a man payment at one harvest is rarely possible. If he buys 
just after one' harvest, he may borrow o"ly part of tlte cost and repay 
next year; if he has to buy unexpectedly, repayment at next harvest 
probahly uses up all his cash and compels him to borrow part at least 
ngainin lddition to his norm~1 borrowing for current expenditure. 

125. Loans are rarely required for tlte pal'lIlent of agricultural rent, • 
because that is generally paid in produce just after harvest. Iv. thUlle 
Pout. where the crop is uncertain the landlord allows a reduction if the 
har"est i. bad; where no reduction is allowed,J'aft of the rent.for a 
bad season may be allowed to stand over until the following year, when 
the tenant may get a better crop and be able to pay the deficiency. 
Some of the harsher landlords tum the postponed rent into a cash debt 
lit interest; but that is not tbe usual procedure. Cash rents are paid 
before the tenancy begin. and tbey must lIeneraily be borrowed; they 
nre IIlways fixed witbout hope of reduction in case of a bad harvest, bnt 
they are rare and in many parts are unknown. 

1l&. In some parts landlords borrow to pay the Iand·teveRue. 
because, altho~h they have the produce received as rent ready to sell, 
they look for more profit in enhanced prices at a later date in spite of 
the interest chal'J1eS incurred. Some culti .... tors also defer.the sale and 
borrow in the same way ; but if they leave the aop on the threshing­
floor they have the risk of rain, and if they move it to a granary to 
R,-oid that risk they hRve an eztra expense. Poslponelpent of sale is 
therefore done. liS a rule, only by landlords. To avoid' both the risk 
and expense· landlords who have only one tenant and no paddy of their 
o~'n sometimes ask the tenant to sell the rent.paddy from the threshing­
floor together with his own pad.:tr. If this is not don~ the land10ni is 
bound to incur the e.'qIense of moving the rent·pAddy wbether he.tdls 
early or late, and therefore is more ready to postpone the sale. More­
over the landlords of btrKe estates are better able to-borrow for pnying 

5 



:the land-revenue. In some parts of the delta, especially the richer 
portions where much land is cul!ivated by tenants, the proportion of 
the Iand-rllvenue paid from borrowed money is considerable: but 
this is no ground f,?r asking for the revenue to be colle~ted at a later 
date. 

127. Crop-loans are ;ometimes taken to pay capitation-tax in Lower 
Burma or thathameda in Upper Burma. As the capitation-tax is paid 
only by men between the ages of 18 and 60, and is an annual sum not 
aceeding Rs:S for married men and half of that for single men, 
borrowing for this payment is a small matter in comparison with other 
borrowings by cultivating owners and tenants; to labourers, whether 
-agricultural or urban, it is more important because they borrow more 
-expensively. A few years ago the collection for each year Ouly to June) 
was postponed until January, but some district committees report that 
"",oney is still borrowed on this account. 

128. Ceremonies such as initiations (shinpyu) ear-borings, and 
marriages are . commonly arqnged to take place after harvest, when 
Teady money is available; but the consequent depletion of resources 
may cause more borrowing for ordinary current expenses in the. next 
year than would otherwise be necessary. Funeral~ more often require 
.borrowing for their particular occasion_ In the evidence of the 
HantQawaddy district committee it is stated that only the very poor 
borrow for funerals, but in fact persons in all classes do so. In 

:everY Burmese village. it is customary for funeral feasts and such festi­
-vals as initiations and ear-borinll6 to be attended by most of the 
inha.!>itants of the same and ne igl..bouring villages, and for sabscriptions 

1:0 be collected in advance from those proposing to attend. Subscrip­
tions may include many as small as eight annas, and some may be smaller 
still ; but they go a long way towards meeting the cost in ordinary cases. 
The organiser of the occasion, e.g., the father of a boy being initiated, 
may spend much or comparatively little according to his wealth and 
-desire'to outshine others; but borrowing for these matters is flOt so 
large as mi~t be thought by a spectator una""'re of the subscription 
oS}'Stem. 

129. A iew cultivators spend much money to educate children in 
·town schools; this sometimes leads to chronic borrowing which is really 
·of the nature of a loug-term loan; it may not appear as such 
superficialll:' but may appear as an increase of the amount borrowed for 
.current expenses. III-health of a cultivator may prevent him from 
working; ill-health of his wife may require him to accompany her OJ) a 
journey for change of' climate as well as il!volve him in expenses Jor 
treatment; suclf interruptions of work leading to reduction of profit in 
-on~ year may cause additional lIorrowing for current expenses in the 
next.. Ordinary repairs to houses are included in the current expenses 
already mentioned; amongst cultivators large repairi or the building of 



'a nt!w house generally await a fortunate season when yield and market­
price are both good and only a small part of the cost need be borrowed. 
·Gambling, litigation in civil, criminal br revenue courts, fines iu criminal 
<:ourts, and paddy speculation are mentioned as other'reas~ns. for 
borrowing: but naturally any acti-:ity requiring ~xpenditure may be a 
reason for borrowing. Whether such a loan will be a genuine crop­
loan or become permanent debt depends upon the cbaracter and 

·circumstances of the borrower and the amount of the loan, 

130. Lenders of Crop.loans.-A small propor.tion of the total 
crop-loans is derived from Government's loans under the Agriculturists' 
'Loans Act. In some localities co-operative societies provide a large 
part of the loans and in the delta loans are given by I5awsons Bank; 
lIut although these are important in their Qwn localities they provide 
only a small part of the total crop-loans of the country. Most <;rop-Ioans 
.are provided by private lenders. In all Lower Burma taken together the 
Chettiars probably lend rather more than half the total amollnt of crop­
·\oans. Most of the balanc~ is lent by Burmans or others of indigenous 
races: some of these live in the towns and some in Villages. In Upper 
Burma the Chettiars are much less important. and most loans are made 
by Bllrmans and other indigenous people. In Akyab there are seven 
Arakanese joint-stock moneylending companies which finance awi<:ul-
1urists. Both in Upper and in Lower Burma there is a variety of 
Indian and Chinese lenders of whom a further account will 'b~ given 
below: their share in crop-loans is much less than that of eit¥,r the 
Chettiars or the indigenous races. The Burmans are much the most • numerous of the private lenders; the Chettiars are comparatively few 
"in number although they provide so large a share of the loans.' The 
total number of Chettiar businesses lending to agriculturists' is ro;'nd 
about fifteen hundred. while there mu..t be at least one Burman lender 
in nearly every one of fifteen thousand villngo-tracts. and most of these 
ba\'e several lenders. The succeeding paragrapbs will give a short 
ac<:ount of the various lenders in turn. 

131: Chettiars.-Throughout Lower Burma, except in Tavoy and 
Mergui. Kyaukpyu and Sandoway districts and some areas in other 
-districts wbi<:h have comparatively little intercourse witt. the lIenera\ 
body of the country. the Chettiars are the mainstay of agricultural finance. 
They not only do a large, generaJJy the largest. part of lending direct to 
agri<;u1turists ; they also finance to a considerable extent others wbo do 
'such lending. So important are the Chettiars in some parts that the 
Hauthawaddy district committee has reported that they are the only 
lenders, while Tharrawadliv ascribes 99 pel' cent. of loans to Chettiars. 
In some districts of Lower Burma, where Chettiars lend directly on a 
smaller scale. they compensate for this by lending to the other leaders. 
For example in Prome district it ""as estimated by the district 

l. 
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committee that Chettrnrs lend one-third of all the crop-loans directly 
and finance the Burman lenderS to sucb an extent that Chettiar money 
forms altogether hvo-thirds of all the roans_ It is probable that tbe 
ChettialO provides as much as this in all Lo,ver Burma, except only the 
areas mention'ed at the beginnin~ of this paragraph. We estimate the 
total amount of crop'loans anlIlllllly provided by Chettiars, directly or 
indirectly, ill Lo\ver Burina at 100 to 120 million rupees. In Upper 
Burma the Chettiars probably provide not more than 5 million rupees 
as crop-loans, qtaking a much smaller sbare of the whole, probably only 
about one-sixth. 

132. Chettiars do not make a formal classification of their loans into 
long-term and short-term husiness. The borrower says when applyinlC 
for his loan that he wants it for meeting expenses of cultivation and 
housekeeping, for buying cattle or redeeming an old mortgage, and 
the Chettiar can judge in most cases whether the loan is a crop-loan or 
not. But the documents relating to the loan will make it repayable on 
demand in any case; tbere will be no stipulations as to instalments of 
repayment in the case of a long-term loan, and there is no classification 
between long-term and short-term loans in the Chettjar's books. The 
Chettiars are ready to supply all tbe financial needs of their clients, and 
so long as interest payments are ilOt in arrears and the secu~ity seems 
good they allow the loan to run on, subiect to the revision which takes 
place when a local Chettiar agent is changed. 

133. Further information abont the Chettiars and their loans will 
be found in Chapter XIIIB •. 

134. Indigenous Lenders.-The most numerous non-CheUiar 
lenders are naturally the indigenous people of the country, tbat is to say 
chiefly . Burmese (including Arakanese). In s~me places there are 
Karen lenders; these lend almost solely to their own race. Even in 
those Lower Burma districts in which tbe Chettiar share in agricultural 
finance is of the order of nine-tenths of the whole, there is a large 
number of indigenous lenders, some of whom arl! themselves agricul­
turists. In Sagaing division the Burman landowners provide the 
greater part of the loans to agriculturists, and throughout Upper Burma 
Burmans supply much more agricultural finance than in most parts of 
Lower Burma. Moneylending is a trade which amateurs can ply as 
soon as they have capital; even ten rupees can be used. There are 
e\'ery\\'here landlords who lend to their tenants, but this is properly 
regarded as part of the land-letting business: in many cases the land. 
lords tllemselves borrow from Chettiars or others to finance t!reir 
tenants. There are besides large numbers who have a capital of a few 
hundreds or thousands and lend it out to any surrounding cultivators 
and regard thi~ hu<iness as an important. and perhaps the principal, 
means of their li\'e\ihood : some of them increase their working-capital ,. 
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by borrowing frWll Chettjars. lM il1digeo,ous lenders who work on the 
~rdin"ry scal!: of tlw C~ttiars pf tbe~r neig!)bOl!fhopd can possibly be 
counted on one Ilerson'~ figurjls, lI11d t1J,er~ ~re 1\0 associlltions of 

I' ~uPl1llSe or l{aren pr ot1:\er \11p,igenpu8 \enlk,rs \ln4 no organiz3.\ion 
.amolllls,t them, . 

135. SOllle ~urlWlns who 1end all II S,mall scale are I'rimarily 
agriculturists. Petty lending nt;ly be done by \I I'ractical ~ltivator; 
but US\lally in sqcl\ cases ~he lender worjl.s his land by hired labour 
ul1der his OWn supervisiW1. 1£ 11e has eno\lgh 11\0njlY to l"nd' qn ~ 
considerable sc;de he lets the land tp tenants. and he may confine his 
lending to the loans they require i probably in such a case he will 
speculate in paddy. buyinll additional grain to go with that received as 
rent and storinll it all (or four Pf fiVe montl1s to sell at a higher price. 

13()'. Most t:\Ufnlal1S who have enough money to lend on a consi(!er. 
able scale are landowners, letting their land to tenants. They invest 
part of their money in land because that is the traditionally safe 
investment and often the only one they trust" and' because it gives them 
'social position and beCMSe they can use the land a~ security for loans 
to increase their capital for lending pr to finance the purchase of paddy 
for storing. Moneylendinll and paddy trading are more I'rofi4ble than 
land-owning and get a share of the capital accordinJ(ly. " , 

137. It i. prohably not true, although the contrary is of tell stated, 
that professional Burman lendel'$ are prone to overreach a borrower sq 
fos to get possession of his land. They find it easier to manaJ(e land 
and ~e it pay than a Chettiar does, and consequently keep it- more 
~ten if it falls into tl1eir hands. But they are commonly restrained by 
public opinion from sharp practi,:e, although disgruntled debtors in 
Burma as in other countries are ready to allege unfair Ireatment whell 
they have been com'phlted to sUlTender their land to satisfy' unp:ud 
debts. There were special cirl:umstanc"" in tile della when colonization 
tbere was in full $wing twenty or tllirty years ago i that wOllld be too 
lonll a .nutter to discus.< in detail here. Lenders were often lendinl! in 
tile expectation of becoming ownel'$ of the land the borrowers were 
cle.'U"inll : Lut 10 a large extent both borrowers and lenders were tile 
,;laves of \"icious circumstances, of which some of tbe most important 
were the bi.:b rate of inlere.;l prevailing generally. the liability of the; 
harrower to bave: his work interrupted by fever and ofll'n to' die of it, 
and tile GO\"I!rnUlent's policy (perha~ the only one possihle under thl' 
circUiustanlOeli of tile tiUte) of lea\injl the distribution pf land to be 
settled h)' an unol).'anized scr&mble while still inducing subterfuge on tbe 
part of lendel'$ by tbe practices intended to keep the' land out of the 
posses.~on of non-I\/-.'riclllturisls. 

138. Other Private Lenders.-As stated earlier the foreign 
I'ri"'le Slll'l'liCl'$ of crop-loans Are Chinese and Indians. Some mentiOD 
may be made of ZerOOdSs ex Burma Moslems who are a mixed race d. 

• 
• 
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Burmans and Indians, Arakan Mahomedans who are a similar mixed' 
race in the Akyab district, and the Kathe * (or Ponnas) of Manipuri 
origin but long settled in Burma ; aU these mil(ht be regarded by some­
as of indigenous races. The Indian lenders are of all kinds, including 
amongst others Mappilas (or Moplas, in Burma called Kaka t}. 
Chulias. t Gujeratis, Marwaris, Gurkhas, Sikhs and other Punjabis. 
Bengalis, Uriyas. In the Irrawaddy and Pegu divisIons Chinese provide' 
a great deal of credit, partly by straight loans but chiefty by selling on 
credit. Nearly all pawnbrokers are Chinese; but the pawnshops are' 
'lot mentioncd in the report of any district "ommittee a, suppliers of 
crop-loans. Chinese are also in evidence in the Sagaing division and 
there are a few in Mandalay district; but they do not appear to be as 
important as in Lower Burma except in the Kawlin and Wuntho' 
townships of Katha district, where they provide three·fifths of the crop­
loans. None of the foreign lenders mentioned have any organization­
like that of the Chettiars. Most of them own agricultural land, but 
practically none of them are agriculturists. There is a complaint in: 
Akyab district that Indian lenders covet the land, and for this reason 
Arakanese lenders are preferred; but since all lenders compete there is 
presumably some countervailing advantage. 

139_ Crop-loans supplied by Co-operative Societies.­
In the Pegu District the most successful co-operative bank in Burma 
provides through small co-operative societies about two per cent of alt 
the crop-loans of the district; in aU other districts, except perhaps 
Mandalay, the proportion is much less. Since the closing of the Burma 
Provincial Co,operative Bank its loans to the societies are being replaced 
by loans from Government. 

140. Crop-loans supplied by Banks.-Crop-Ioans are not 
provided directly by any banks organized on western lines except 
Dawsons Bank. The Imperial Bank of India has an arrangement with 
each of two district co-operative banks to make advances up to one lakh 
of rupees for lending as crop-loans. The Imperial Bank and some of the 
exchange banks make advances to Chettiars; but, as described in 
Chapter XI liB, only a trifting part of the Chettiar capital is provided 
in this way. The Bank of Chettinad issues crop-loans at all the 35 
branches it has in Burma; but we have regarded it for the purposes 
of the preSent discussion as included amongst the Chettiar lenders. 

• Some accounts-of the Kalhe can be found in Article 169 of the Burma Census 
Report. 1921 and on page 119 of the Report on the SetUement Operations in ahe 
Prome Distrid, 1914-16. . 

t Chulias are TamiJ-speaking descendants of Hindus converted to I&~m in the 
,time of H,,·der Ali : Kaka are Malavalf\m-sreaking descendants of ATab SillioR who 
married women of the Malabar coast centuries a~o. See Burma 0;::05115 Report. 1921 • 

. page 217. Neither n~e is kno\\'n in Madras Presidency. 
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Dawsons Bank advances' about 2'5 milli6n.rupees annually in crop-loans. 
to its clients, most of whom are landholders of tbe more substantial class. 

141. Crop. loans by G~)Vernment.-Government'sc;rop-loans 
to cultivators are made under the Agriculturists' Loans Act, and in the 
ten years from 1919' to 1929 averaged 1'9 millions of rupees, while the 
total outstanding on the 30th June 1929 was just over one million.­
Many of the loans under this Act are not strictly crop-loans, but are 
intermediate loans repayable by instalments in two; thr,,!= or four years: 
we have no statistics separating crop·loans from intermediate loans. 

142. In the annual land·revenue administration reports it has 
frequently been stated that the loans are generally popular and useful. 
Reports in a contrary sense have been rare. One deputy commissioner, 
however, qualified this report by saying the loans are popular where the 
market value of land is low and loans from the ordinary m()neylenders 
are not easily obtained., So far as is mentioned in the evidence we have 
collected, the only advantage to cultivators of these loans above loans 
from private lenders is that the rate of interest, ten per cent, is less than 
any private lender's charge: in a few districts this advantage is said to 
outweigh the disadvantages. For example, in Prome di3trict the readi­
ness with which such loans are taken up is said to prove this.' In 
Sandoway too the loans are popular because neither Chettiars nor 
co·operative societies exist there. Some other districts (e.g., Hantha­
waddy, Maubin, Illseill, Pegu) report that the disadvantages outweigh 
the advantages; we believe this is the general view in districts in which 
other sources of credit are readily accessible. The conditions in Prome 
district are a little peculiar because holdings there are small, smaller 
loans are used than in many other districts, the crops are somewhat 
precarious in a large part of the district, and some parts of the district 
are rather difficult of access. In Sandoway, as there are no Chettiars, 
the only other sources of loans are Burman and Zerbadi village money­
lenders. 

143. The disadvantaj{es are various. One group of them is that there 
is much formality and delay, frequent attendances at the township office 
are required and there is always uncertainty for a long time whether the 
application will be successful; amongst tile formalities special mention 
is blade by some witnesses of the strict verification of secunty. The 
ne.'tt group of disad\'lUltages arise from the need to Persuade the village­
headm.~n to recommend the loan and to persuade the clerks of the 
township office to see the papers are dealt with; in some places the 
peons have an interest too, as, for instance, when the township office is 
a part of a large district conrt-house with a number of rooms which is 
bewildering to a rustic. The Karen National Association says that 
clerks make difficulty even in the repayment of a loan. A third group 
of objections relates to the supply of money; the allolnlents made to 
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tOWliship officers for these loans are negligible in comparison with the 
financial needs of their townships and often too small to satisfy all the 
applicants. It is not of much use to a cultivator to get only a part of 
his curr-ent r-equirements from this source, and often to be uncertain for 
some time as to how much he will get: moreover other lenders some­
times refuse credit to a man who holds one of these loans. In any case 
there is the difficnlty that a cultivator cannot take his loan by instalments 
as he requires them: consequently he does not save so much in interest 
as the difference of rates would suggest. Finally there is a miscellane­
ous group of ob'jections. of which oue is that Government has a d~linite 
date for repayment. Another objection is that both the Chettiars and 
the co-operative societies advance a larger amount in proportion to the 
VlIolue of the security. Further it is said that in case of default the 
action taken is more certain and more rigorous than that taken by the 
Chettiars: but against this last may be set the statement by one deputy 
commissioner (Insein) that with a slack township officer there is an 
even chance of never having to repay. 

144. Another objection arises when the advances are considered from 
the point of view -of national economy. In some regions of precarious 
-crop advances have been made year after year without being repaid, 
and have encouraged people to go on cultivating -where cultivation was 
too risky: the flooded parts of Tantabin to'wnship of the Insein district 
are an example of this. Such an error in the distribution of credit is 
injurious to the national economy but difficult to prevent so long as 
Government grants loans, as the error is not always clearly exposed.· 
The only effective safeguard is the market-price of credit. 

145_ We recommend that, in regions in which credit is generally 
available in the ordinary way from banks or co-operative societies, or 
from Chettiar3 or other private lenders, Government's advances under 
the Agriculturists' Loans Act should be restricted to assistance in cases 
·of widespread distress. Clearly the loans given in ordinary circum­
stances cannot be entirely withheld all at once: but there shQllld be a 
steady reduction at a moderate rate of the allotments to districts in which 
such regions are extensive. Deputy commissioners should further be 
instructed to follow the same principle in the distribution within their 
.districts. The allotments set free should be held by the Government of 
Burma as a central re!Ie<Ve to meet a di~er in any part of the country; 
such assistance could thus be given very promptly. 

146. pre.Jl!renCeli oJ Lenderli.-In the Ak)'ab district Ar~­
!1es~ lend!,!"" are sai<i to !'Qnline their bl!Sine5S to Arakanese IJOrro,,"ers 
because these are more honest than the Chittagonians and Hindus wl)o 
ilD!I1PoSll the JDajor part of other borrowers. Commonly Karen lenders 
pref!'!" to deal with Karel!S rather than Bljrmans, while in the Myaong-

• Loans in Tantabin township were stopped in 1928. 
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"IIlya district Chinese lenders are said to prefer to lend to Chinese.' But 
generally lenders are said to have DO religious or racial preferences. and, 
to be inlluenced only by the security for their loana. The strong 
clannishness of the Karens and the mild suspicion with which they are 
apt to regard the quicker-witted Burmans 'explain the Karen preference 
sufficiently. and language may playa part; although so many Karen men 
talk Burmese they are more at ease with their own language wflich they. 
use in their homes. Community of language ~nd psychology mllst in 
fact qave an inllllence in many cases by affecting the lender's judgmen~ 
·of the securitl'. Subject to this cO\lsideration. there appears to be no 
preference by lenders 'for any sort of borrower except in accordance 
'with the security offered. There is for instance no evidence that 
Indians are favoured ~bove Burmans for racial reasons. ~n the Maubi\! 
district [J riya borrowers are said to be favoured by lenders; hut the 
reason is given that they work hard and never fail to Inake the.ir payments, 
Old customers who have paid regularly in the past naturaUy !let a pr~­
ference. and sometimes are charged lower r;ltes. Chettiar$, finding ",11 
borrowers foreign and doing business OD a large scale. take a purely 
/inancial view of each borrower, refusing the loan pr filting the interes~ 
accordinllio the material security and the borrower's .prevjous rec;:ord s9, 
lar as it is known to them. 

147. Preferences of ~orrowers for certain Lenders.-. 
SOlne of our witnesses have stated Ulat borrowers generally prefer 
Chettiars to other lenders because they generally charge less interest. 
Another advantage which is appreciated is that Chettiars lIenerally \lave 
a supplv of loanable capital. This applies also to some lar"e Burm.~n 
lenders, but there are few who have the same resources as an ordinary 
Chettiar ; the Chettiar has the advantage of a larl.'C financial organiza~ 'w" 
tion. In Maubin di.<trict borrowers are said to prefer to borrow froql 
Chinese lenders because these do not usually reolOrt to courts for recovery 
-of their Ia.ms; it is reasonable to suppose that the Chinese are not 
more willing than others to s:u:ritice the.ir loans, but select horroweN· 
who pay without coercion by the courts. Some Iaree Burman lenders 
are also said to m lke no use of the courts to recover loans, .but to 
tfust to the borrower paying "'ithoul coerdon. 

H8. Amount of er"Op-loans used.-E\,et"}· dcputr oommis­
·,uoner \\las asked to frame, with the assistanre of the district conuniltee. 
an estimate of the total rullOunt at crop-1oans o:;ed in a normal ~'ear iu his 
district; hut in many di<tricts the problem \\"as 100 dillicult II) be 
solved in the time available to busy officers. Some t:SI..imated Ihe 
.:00 of cultivation " .. thout distinguishing borrowed money from the 
money owned by the cultivatoc, and without considering lhat some 
household expenses have to be met; some estimated the loans th .. 1 
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would be accepted from Government if offered. The total of the­
estimates made was 38 million rupees in Lower Burma and 19 in 
Upper Burma. Adding for omitted districts figures suggested by 
~stimates for neighbouring districts, these estimates seem to imply 5l­
millions for Lower Burma and 38 for Upper Burma, or a total of 91 
millions. This estimate is very rough indeed; but it may be taken with 
fair confidence as a lower limit. 

14\1. All the deputy commissioners approached the problem from 
the borrowing side. It may be approached also from the lending 
side; by using the estimate given in paragraph 474 of 10 to 12 crores. 
of .. upees for the amount lent annually by Chettiars as crop· loans t~ 
agricultyrists, Of this only about half a crore can arise in Upper Burma 
so that 95 to 115 millions are left for Lower Burma. To this must be 
adcled the loans provided by Burman and other lenders from their own 
capital, excluding of course amounts borrowed by such lenders from the 
Chettiars. Earlier in the chapter we estimated that generally about 
two-thirds of the loans in Lower Burma are made from Chettiar money 
directly or indirectly; as some districts have few or no loans from 
Chettiars the total of crop-loans for Lower Burma thus appears to be 
about 150 to J.70 millions. For a reason about to be brought forward 
we think sometbing under 16\1 millions is justified for this estimate. 

, If to this we add rather more than 38 millions for Upper Burma (the 
. figure suggested in tbe preceding paragraph). it appears that the total 
annual crop-loans of the country amount to something of the order of 
.;100 million rupees (20 crores). 

150. As some check upon this it is· interesting to value the crops. 
The paddy produced annually in Lower Burma amounts to about six 
million tons, and in the last few years the average price in Rangoon has 
been about Rs. 160 . per 4,600 pounds. If we reckon an aver .. ge of 
Rs. 15 for expenses of carriage and middlemen the average price ~n the 
threshing-floors will be ~s. 145, and on this basis the local value of the 
total crop is about 424 millions. In comparison with this the estimate 

. of 150 to 170 millions for crop-loans in Lower Burma does not seem 
unreasonable, though we are disposed to favour the lower part of the 
range and to adopt something under 160 millions. F 01 Upper Burma 
a valuation of the crop is more complicated; the error in our estimate 
of something over 38 millions is clearly not_ intolerable in comparison 
with the total for the country. 

151. Further light can be thrown upon our estimate. The Pegu and 
Irrawaddy divisions of Lower Burma ha\"e 6·8 million acres of paddy 
land for which an a\"erage loan of Rs. 15 per acre may be reckoned. 
There are also allout 2·7 million acres of paddy land in other districts 
where an a\"emge of Rs. 8 may be reckoned. These two estimates give 
a total of about 124 millions for Lower Burma. Rates of Rs. 20 and 
Rs. 9 per acre would give a total of about 159 millions. Allowance has 
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still to be made for a million acres under ·other crops. These calcula­
tions are too tough to be a ground for modifying our estimate of 150 to-
170 millions above; they may be regarded as showing that to be within. 
reasonable probability. 

152. The estimates of the last paragraph for ihe crop-loan~ taken 
per acre are rough assumptions based upon general knowledge and the 
statistics of the cost of cultivation and the cost of living which are given 
in settlement reports. There are no figures available for the 'actual 
annual borrowings in any except a few of those reporls. .We 
endeavoured in tbe rural survey mentioned .in paragrapb 19 to collect 
statistics of this matter in representative areas, and we give the 
results in the Tables I, II and III on page 77. The columns headed 
p, q, r in Tables I and II may be ignored for the present; they will be 
explained later. The outturns in the last column of Table I represent 
paddy measured in tbe baskets used in eacb locality; in Mandalay and 
Pyapon tbese ,~·ere equal to the standard nine-g~llon basket· and in 
Insein about 5 per cent less. The loans taken by owners in the Pyap&n 
and Insein enquiries sbowed respective averages of Rs. 320 and Rs. 528· 
per head, Rs. 21 and Rs. 13 per acre, and Rs. 637 and Rs. 450 per 1,000 
baskets (local measure) of outturn. Reckoning the value of the paddy in 
local measure as Rs. 160 per hundred baskets these loans were 40 and 28 
per cent respectively of tbe 10<:."11 value of the outturn. Rather different 
statistics might be obtained for crop-loans in a different year, according. 
to the size and price of tbe harvest of tbe preceding season; it is 
probable that in all three areas of the survey the year was fairly repre;> 
aentati\'e. The corresponding figures for tenants and for the enquiry 
in Mandalay district can be seen i& the statement.· But the survey 
was not wide "noul(h to be made the basis of I(eneral conclusions, though 
we helieve the tracts studied were representalh'e of considerable areas. 
Belo\\- Tahle II are shown the ratios of crov-loans taken to land­
revenue raid. 

153. Time of taking Crop-loans.-Crop-Ioans are taken 
chicH,· in the period April to November, some districts beginning a 
little e.~rlier or later than others according to the conditions of local 
agricultm"e. The busy sea""n of borrowinJ{ l(enerally begins 'n June or 
Jul\,. The loan. are \\s\\ally taL.-en by instalments; accordingly in our 
Sur\'C\, we di'-ided the working part of the year for paddy cultivation 
into 1I11'\."e parts \\'hkh Dl"y be described as #J4ore, J"ri"t and after 
transplanting. In the Tables I and II given on page 77 we baveused the 
lett"rs~, q, r to denote these three periods in order. The dates corres­
ponding to these symhol. vary a little from place to place, bot generally 

• The "'<"'ge v:\lue al paddy in the .m"ges althe M:mdaIoy enquiry may abo­
be t"k.n ., Rs. tflO I,<,r h~ local butds, although as in the other areas the pric 
wa~ 1,,-s..q. this yea1'. 
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period p ends in July and q early in September. Loans <If class pare 
taken largely for meeting various initial elepenses of the cultivation 

• .season, including in different cases the purchase of seed, implements 
cattle or firewood or other. household necessities; a large part too goes 
in advances to p)oughmen to be -set off against their wages at nelet 
harvest. Loans of class q are used largely for food and wages of trans­
planters, advances to plough men and household expenses. Loans of 

· Class r are for food and household expenses and in some cases wages 
· of reapers. Replacements of cattle may of course occur at any time in 
the year. In all the areas studied the proportion taken in season q was 
largest; in the Lower Burma studies half the loans belonged to this 
period, while in Mandalay the proportion was higher and for tenants 
was two-thirds. It seems probable that the distribution in time of the 
200 millions required annually in the whole country is roughly as 
follows: about 60 millions April to June, 100 millions from July to 
September and 40 millions more before harvest. The average period 

·01 a loan, calculated with each loan weighted with its amount, would 
.thus be about seven or eight months. 

154. Usually all the instalments are taken from the same lender, but 
·this depends upon the distance the borrower must go to find the lender 
. .and upon personal circumstances of the borrower. Generally the 
lender who has given a loan at the beginning of the season is willing to 
give further loans as required; and generally the. borrower prefers to go 
to him for those further loans for the same reasons as i'llpelled him to 

· go to that lender for the initial loan. But if only a snL'lllloan is wanted, 
.the borrower may, for rea';ons of convenience or of the expense of going 
further to find his financier, borrow it from another person nearer by. 
Burman lenders too have sometimes not sufficient capital to make all 
the advances required. Thus it happens often, but not in the majority 
-of cases, that a cultivator has taken his crop· loans of one year from 
several different sources. .. . 

155. Forms of Interest.-Loans for cash interest are the 
commonest crop-loans in Burma, where there is in fact a tendency to 
.adopt a cash basis for transactions of most kind.. All Chettiar loans. 
for- instance, have the interest pavable in cash. The rate is al\\'ays 
fixed at so much per cent per mensem ; contracts for lump-sum cash 
repayments or for repayment by a fixed number of fixed instalments are 
unknown in connection with crop-bans. Interest i. always payable at 
'harvest-time and is never deducted from the toan at the time of issue. 
But loans on the ,abape system (pronounced ,'bQ.pe or .<lb.ipel or on 
the saballyun system are still taken ill some parts. These two sy.tems 
involve total or partial payment in kind, and are described below. 
Loans of paddy to be repaid as paddy are sometimes taken, but they 
are not common; they are of course taken to be used as seed or as food. 
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Crop-loans of Cultivators {~ee paragraph 152). 
TABJ.E 1. 

, . -

Rupees per head. Per cent at each Average. 
Location: number season. 

and class of 
, .. .. 

-
cultivators. p q r Total. ~ q ,... Area. Out-

turn. _. ,. - - -
1 ... ;iI (51) .. , 135 167 52 354 38 47 15 32 969 

Ownen (21) ... 178 2S1 99 528 34 48 19 40 1,175 

Tenant. \281 ... 99 99 14 212 47 47 7 25 7SO 
. 

Mand,lIay (901 ... 38 99 31 168 23 59 18 9 325 

Own ... (49) ... 49 1'05 41 195 .25 54 21 11 386 

Ten.n'" (411 ... 25 91 19 136 18 67 14 2 290 

-
i'y.I'<I" (42) .. , 90 161 82 333 27 48 25 21 799 . 

Owners (51 ... SO 160 80 320 25 50 25 15 502 

Tenants (37) .. , 92 161 R3 335 27 48 24 21 839 

TA8LE II. 

Average Average 
u.:4ltion : number RI. per 10 acres. Ro. per 1.000 basket. outlum. 

and dass of 
cultivaton. , q r Total. , q r Total, 

- - - - -
IUS,'IN (511 ... 42 52 16 110 IJ9 173 54 366 

OwnerS (211 ... 44 63 25 132 152 214 84 ~SO 

Ten:\nt, \28\ ... 39 39 6 84 123 123 18 264 

"'a"dcrl.IY 1001 .,. 42 lOS 32 183 112 !90 90 -I'IZ 

Owners. (4Q\ ... 46 98 S8 181 127 273 106 i06 

'Cenants ,4ll ... 35 125 26 186 88 ]16 66 469 

1') ... ,,,,,,. \..f.!\ ... 44 78 .j(J Ibl IlJ 202 103 411 

OW1\l'''' 1~' .. 53 107 53 113 159 319 159 637 

1'en:m" \371 ... 43 76 59 157 109 191 98 400 

TABLE III. Ratio of ownen' total crop-loons toland-revenue: InseiI 
3'37: M,md.lay 2'39: PwpOn 4'06. 

!lf1\T •• -S\ll\-~"\,1ti~li~,J.! ~)\\'l~ b:t\'Ie~' It\.'''('lu:t~ fn-wu this pa~re.. 
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.Anothe! method of takiog advances is·the indirect litethod of buying on 
·.credit ; this is ot course practised everywher{iit the village-shops, kept 
usually by Kaka (Mopla) or Chinamen. Verj> few c;ultivators in Lower 
Burma sell their crops before harvest; but this practice is not uncommon 

"n Upper Burma, where State land is not taken as security for loans. 

156. Rates of Cash-interest.-The rate of cash interest for 
ca crop-loan depends of course upon many circumstances. The size of 
the loan may make it worth while to go further afield to find a cheaper 
lender. or necessary to go afield to find a lender with sufficient capit.·i1, 
and may thus determine the kind of lender. The time of the rear 
makes a difference in the supply of money and also affects· the period 
-in which the lender is to earn his profit. The credit and solvency of 
the borrower are important of course, and an old cu.tomer whose 
-affairs and character have been Iinown to the lender for many years 
sometimes gets a higher or a lower rate on this account. The material 
security offered is of importance when the solvency of the borrower 
is not well-known to the lender. The urgency of the bormwef's need 
.and the general agricultural and financial conditions of the locality have 
·their effect too. With poor communications the local supply of capital 
will generally be smaIl and the rate of interest high. The rate ma,,~ 
also be affected by the relative capacities of lender and borrower for 
haggling. 

157. Generally the Chettiars charge a lower rate of interest than 
other lenders. But this is not always the case; in some of the larger 
towns in Lower Burma there are Burman lenders \\ ho lend as cheaply 
·as Chettiars. and even more cheaplv. The usual position, however. 
-seems to be that a Burman lender. working on a small scale in a 
restricted area and giving close attention to each loan. can lend 
salely in some cases in which the risk would be too great for the 
foreign Chettiar. Hence there has developed a tendency towards 

·a division of business in which the Chettiar lends over a wide area to 
borrowers who give the best security. while the Burman lender deals 
with borrowers not accepted by the Chettiar. The Chettiar employs 

·a .large capital over a wide area •. selecting his borrowers, avoiding any 
treatment of them which would make them go to the Burman lender 
and seeing that he always has capital to meet their needs; the Burman 
lender. taking advantage of his special facilities for supervising his 
borrowers. charges a higher rate of interest (which his borrowers must 
'pay because they cannot get money from the Chettiar) and makeS an 
income with a small capital. There is ezactJy the same difference as 
between inttmsive and eXtensive cultivation. This aspect seems to 
.c1ear np the suggestion that the Burman lender is harsher than the 
Chettiar; if he is dealing with a riskier borrower there is likely to be 
.this appearance. The usual euclion of higher interest by the Burman 
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lender is similarly' ~'\lned; in' addition there is sometimes tho 
<onsideration that the Burman lender has borrowed part of his capital 
.from the Chettiar lInd needs to take his profit as middleman. 

158. The usual range of rates of interest for loans of. Rs. l00.to 
Rs. 500 from Chettiars is t '25 . to 2'0 per cent per mensem, varying 

-generally accOI'ding as mortgage security is given or a promissory-note, 
though a trusted bO\"l"Ower may get a rate of r 25 on a promissory-note. 
·Small loans from Chettiars on promissory-notes without collateral 
security may pay as much as 2'0 to 2'5 per cent per mensem. Loans 
by village lenders may have rates 0'25 to 0'50 higher than the 

·corresponding Chettiar rates. Variations from the standards men­
tioned here are wide; Akyab district has reported that so Iowa rate as 
~'87~ (fourteen annas) is sometimes charged, while in some places 
the rate frequently goes up even to 4 to 5 per cent per mensem for 
small unsecured loans. 

159. There are two rea..ons why it it is not COrL'ecl to multiply these 
rates by 12 and call them annual rates. In the lirst place they are 
.reckoned nearly everywhere for the Burmese month, twelve of which 
are about eleven days short of a· solar year; for urban borrowers 

,'. English months are sometimes used, but this is rarely done for cultiva­
. tors. III the second place the loan is not held for a whole year ; 
1he lender has to cover his expenses with the interest of a few months. 

160. R.'ltes of interest do not fluctuate from year to year according 
to the market, Prome and Maubin district committees report that 
during the last twenty "ears there has been a fall by one-third, while 
. TOunb'tlO reports a slight reduction and ascribes it to the introduction 
·of co·opemtive societies. Mandalay 5.'lys the fall is negligible. 
Myitkyina says rates have declined owin!! to the keen competition of 
lenders to get customers. Akyab sinlilarl)' reports a decrease by one­
"Inarter of the former rate owing to the increase in the number of 
AraIrnnese lenders. On the other hand Tharrawaddy reports a steady 
increase and pegu says rates have increased by eight annas per Rs. 100 
per mensem during the last ten or tweIveyears. On the whole we 
think there has been no marked change as a rule for loans of a particu­
lar chancter. But improvements of communications have enabled 
borrowers to go further afield. to lind lenders and so have lmabled 
lenders in the towns to choose the better borrowers, attracting them 
by lower rates of interest. Consequently more loans have come into 
thF class of lower rates although the rate for the class has Dot ~ed. 

tM. Sabape.-According to the sabtJ#C· plan an aw-ment is 
made to return after t1treshing so many village-basketS of paddy as 
payment of the principal and interest of the loan together. lQ 
liIyitkyina the tern> .. "ort-~ is used instead of SiJbape. The use of , 
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sabale loans is generally dying out, especially in, the Myaungmya. 
Pyapon, Hanthawaddy, Insein and Tharrawaddy districts; hut such 
loans are still common in some parts where the credit of cultivators or 
the supply of money on loan is small. Labourers and poor tenants 
-often find these loans the only kind they can get, especially from 
October onwards when harvest is approaching; there is a tendency in 
some districts for loans taken before about October to be on a cash 
basis, while fater loans are saba1e. The rate for sabape loans is 
expressed by the number of rupees advanced in the expectation of a 
repayment of roo local baskets of paddy. It must not however be 
"llPPosed therefore that the loans are large; generally they are small 
loans of Rs. 20 or 30. or even Rs, 5 to pay capitation-tax, though a loan 
of Rs, 80 or so may be taken to buy a bullock. Naturally the 'rate 
varies in each plaCe with the trend of paddy prices for the last few 
'Years, as well as with the time of borrowing, Common rates in recent 
years have been Rs. 80 in the early rains and Rs, 100 in the late rains" 
but there has been a tendency for these amounts to diminish. With 
paddy at Rs, 166 per hundred local basketS th~ interest on Rs, 100 
borrowed at the middle of October and repaid with 100 baskets 
of paddy at the middle of the following March is about 12 per cent 
per mensem. The rates of interest for sabape loans are high because 
they are given towards the end of the season to borrowers who can 
give no security; in nearly all cases the borrowers, if they had any 
security earlier in the sea.on, have used it all liP in previous loans. 
Generally too the borrowers are people who would in any case have too 
little paddy to be able to sell it profitably, having to pay in kina out of 
the harvest .ent and hire of cattle and perhaps labourers. The typical 
sabapc borrower in fact is the tenant without capital, who uses all his 
harvest to settle his accounts and starts the next season with a new 
loan, In some cases labourers who are entitled to wages paid in kind' 
at harvest take advances during the season at sabape rates; but in 
many cases such loans are at cash interest, the produce wage. being 
valued at the price the employer gets for his crop and the account 
-settled in cash accordingly. 

'162, The same system is used for other crops, such as sesamun, 
beans. cotion, tobacco, potatoes (in. Myitkyina); it even appears in 
Sandoway district in loans to fi.hermen repaid with ngapi (fish-paste). 
It is called in each case according to the name of the product; e.g" _ope 
for cotton, The current rates in the Meiktila district are as follo)\'s : 
.cotton, Rs, 20 to 25 per 100 viss ; sesamum, Rs. 2 to Rs. 3 per basket; 
ground'1tJt R,s, 50 to Rs, 75 per 100 baskets, beans Rs, 1 to 1 '25 per 
basket. The rate of interest generally works out at IS to 2S per cent 
per menseffi. 

• 163. In some places payment for goods bought au credit is made 
with paddy or other produce; these credit purchases thus take on a 
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$aba~e character hecause the amount of the ~ayment is determined 
according to cash 1Srices for the goods and saba# rates. In some 
districts of Lower Burma this is now almost the only form of saba# 
loans in use apart from some advances to labourers by their employers, 
The creditors for such oases in Lower Burma are generally Chinamen, 
because most of the village shops of any size belong to them. Many of 
these Chinamen make a point of buying small amounts of produce, such 
as many tenants have for sale, and collecting till they have enough to 
sell to an ordinary dealer or to have, milled as their own speculation. 

1M. Sabanyun.-The sabany,,,, agreement provides for a loan 
to be repaid in cash with its interest in the form of paddy. This IS now 
becoming rare in most parts, and is in fact unknown in many districts. 
Two of the Burman members of this committee, for instance, living in 
Lower Burma. had never heard of it ; settlement officers come across 
it sometimes. 

165. Documents for Crop.loans.-Small loans given by 
Burman or Karrn lenders to persons living near them or well-known to 
them are commonly given without any document or security at all; 
this is particularly the case amongst the Karens who are a very clannish 
people. Cheltiars always take an .. on-demand" * if the loan is not 
secured by a mortgage. An on-demand is generally written in Burinese 
but occasionally in Tamil or another Indian language or English; 
on·demands in other languages than Burmese are however exceptional 
both for Chettiar lenders and for Burman borrowers, and they generally 
have the anlotmt of mone~' shown in English. In Rangoon every 
on-demand executed by Burmans is written in both Burmese and English 
because an English translation is required by courts in Rangoon. Generally 
a printed form with blanks filled in is used. Whether the on-demand is 
written by hand or printed it is always in a very simple form, only 
recording a promise to pay the amount on demand with interest at a 
stated rate. If a morli.'lIge is given for a crop-loan it is naturally a 
simple morll.'lIge. and its terms are always simpl).' and brieRy expressed,. 

1M. Conditions not expressed in the Documents.­
When a document is executed there is generally no special agreem~t 
of any sort apart from it. But it is generally understood, whether a 

, document is executed or not, that at next harvest the borrower will at 
least pa~ the interest due, and if the loan is for current expenses will 
endeavour to repay the principal at the same time. On the other hand, 
although the documents always say the loan is payable on demand, there 
is an understanding that the demand will not he made until the time 
when the produce should he ready for sale. a.,d that payments due at 

• Thai is. • promi •• orv-note payable OD cIomaDd; _ ~ 321. 
A 
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harvest' will be paid wi/.hin a month of the time of actually sellinA the 
produce. If the borrower delays selling his produce more than most 
of hie neighbours do, the time for making the demand is the time when 
the other demands of the neiAhbourhood are beinA made. The 
Commissioner of SaAaing Division has reported that in the frontier dis­
tricts, whether a document is executed or not, there i. an understanding 
that the ;'orrower will sell his produce to the lender. In the Toungoo 
district it is said that there may be an agreement to treat the loan as if 
given on sabape, te-be, etc., although an on-demand expressing cash 
interest is executed. 

167. Security.-Small loans made by oral agreement alone, and 
loans to person. who have already mortgaged their land to the same 
lender are often given without .security. Most crop-loan. indeed are 
given without material security, but sometimes (not often) a guarantor • 
is required. When security is given it may be land, house, gold 
(including golden jewellery), cattle, carts, or standing crops. Land or 
gold is always required for a large loan, and in practice this means that, 
for large loans land is wanted. But large means large in relation 
to the borrower's circumstances, and, since there is generally no clear 
distinction made between long-term and short-tern> loans, a large loan 
iscommonlvone that is not likely to be repaid at the first harvest; that 
Is to say, land-secured loans are often loans which are likely to prove 
to be intermediate or long-term loans. Land i. also taken as Sl'Curity 
where other oecurity is not anilable or the borrower's character is 
doubtful or unknown to the lender. For genuine crop·loans the most 
usual form of security, if security is given at all, i. a pledge of gold. which 
is nearly always in the form of jeWellery; this kind of security will be 
separately treated in tbe next paragraph. III the Sag~inll: division 
however, cattle crops and carts are more usual security than !!Old, 
presumably becaU$t gold is not usually available while land is not 
acceptable ouless It is non-State land. N eady everywhe.-e cattle crops 
and cartS are hypothecated as security ona small 9Cale, but they are not 
accepted as a rule by Chettiars; they are naturally more . attr.1Ctive to 
villagers living near the borrower. A curious distinction is reported 
froir, the Hanthawaddy district which consists of two subdivi~ion8 
on opposite sides of the ~angoon River; gold is the nsual security for 
crop-loans in both parts, but when it is not available the rastent 
subdivision (Kyauktan) uses cattle and rarely land, while in the western 
subdivision (Twante) cattle are not accepted and land must be given. 

168. The proportion of its value for which jewellery is accep'ted as 
security has been variouslv estimated in the evidence on Article 5 
(1) (II) of our questiomWre, owing to failure to distinguish betweed 
gold alone and Aold with precious stones. The latter are of very little 

• A gaanmlor always .. gmt .. a joint bom> ... r ; _ paragraph. 320. 



t. 1.\3 ) 

a~ount as security for loans; if they are' mc!uded In reckoning the 
value, the maximum loan is from one-half~.o two-thirds of the value. 
This is however an unsatisfactory way of stating the matter; the 
endeavour is clearly to lend on tbe gold alone. and'the maximum advance 
is 75 or 80 per cent" of the value- of the gold, ignoring the value of 
the jewels, Even so there are slii:ht variations from district to district; 
in some parts only 70 per !!ent is allowed by some lenders; wbile 
an Ak~'ab committee reported 8S to 90 per cent. Against this may be 
sel tbe report of a different committee in Akyab that 50 per cent is the 
maximum; this discrepancy is prob.~bly due to iucluding the value c.f 
jewels in the one case. Some distdcts report that Cbettiars allow up to 
85 per cent of the value of the gold. Generany when gold is given 
as security interest is rather less than for otber loans. 

11l9, Charges to Bo'rrowerS.-Bon·owers of course pay the cost 
of stamping and registering docu~ents. and naturaJly they produ~ no 
money for these purposes but expect the lender to pay and to deduct 
the cost from the loan. A charge is made by Chettiars for preparing 
the document, tbat is to say either writing it aU out or supplying a 

• printed form and filling in the blanks. In the case of an on-demand 
the stamp-duty ia one anna to four annas i the cbarge by Chettiars for 
atamp-duty and preparation ia generally four to eight anD8S in Lower 
Burma and eight anl1AS or one rupee in Upper Bllrma, these hiRb« 
mtea appearing IlOmetimea in Lowec Burma too. Chettiars ill Rangoon, 
MOulmein and Mandalay I(CIleAIIy ivregll ~ charges, except the 
OOIt of the atamp. ltunnese Iendere co_only follow the loea! 
Chettiar practic:o with respect to Iheae charges; aoaaetimes dIey charge 
only {or the st.~mp, or if a writer has to be engaged charge his actual fee. 

110. Dec1uctions from Loana.-.Apart from die '"V'I'­
mentioned ill th • .,..ecedin& ~ deductio .. from c:rop.Jous _ 
rarei)' if _ made. 

. 171. Presents and Servioes.--'Chettian Deither gilllC PI 's 
to their borrowers nor receive presents from them; their transactions an: 
conclucteci entirely IlpoIl a buaia_ footing. Neitba' is 1bere an)' 

• dofiaite liability to gi..e presettIs or semoes ill the case 0( a Joaa "". 
, Burmese tender. aacI in most cases __ gi-. A. Boa • 

bol'l'OWer or WGmes of bis fami1y III8f sometimes alve a littie bdp ia 
do8Wtic mattcn in the tender's a.oa..e. ""4I"'ci.II, if. tile ~ is _. 
tainin,{a \arge aumher cl ~ blltthia is other oe aspect.of the 
general persoaaI ... tioos of the parties tlqa a c:oaditimo Gi doe .... 
tbe loan-rdatioosbip itself beiIIg also.. a nate anotbter .... of ta.se 

, ,general relations. There is of COIlI'Se -mng to Itren:at a ..... _« 
~prcssing his sense cl iavc.w to come, 01' __ -rag .., ~t ... 
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Inendship with the lender, by making a small present or rendering 
some service without any direct association with a loan. Neither can 
a borrower who fears the lender ",ill be unwilling to wait for an over­
due payment be prevented from making a present of fruit and other food 
to retain friendly relations. 

. 172. Defaults.-If the interest on a crop-loan is not paid at the 
proper time and there is no mortgage, the borrower is commonly called 
upon to execute an on-demand or a mortgage for the principal money 
and interest combined. For loans by Burmese lenders to people of the 
same or a neighbouring village the general relationship of tbe parties 
naturally affects this matter, and sometimes a second bar vest is awaited 
before the interest is so compounded. There is also the credit and 
reputation of the borrower to be considered; if he is an old customer 
in w\lom the lender has confidence the loan may run on for another year 
with simple interest; if the lender is uncertain ahout the borrower'. 
future capacity and willingness to pay. he may take measures to recover 
the loan or require a fresh on-demand or insist upon a mortgage. 
Chettiars usually have recourse to litigation, or threats of it. sooner 
than Burman lenders; the latter have more facilities for bringing 
pressure to bear otherwise. The Chettiar takes a purely financial view 
of his business; if a debtor suffers loss the Chettiar does not expect to 
"hare in that loss like a ·partner, but expects to get his due; if there 
is a default the· Chettiar's consideration is whether by waiting he will 
eventually be able to recover. Most lenders other than Chettiars and 
'Burman .. and many of the latter. have other business dealings too with 
the borrower, and consider these and the loan together . 

. ' 173. DisputeS.-Disputes with regard to the amount due on a 
<:rop-Ioan are rare. The accounts kept by Chettiars are al,way. trusted 
and no suggestion ~of false accounts i. ever made. With Burman 
lenders there is also no difficulty; the parties can check over the calcula_ 
tion of interest together, and if the borrower is not able to follow the 
calculation he can call' a friend to see it. . 

174. Influence of Crop-loans upon Marketing.-It has 
already been mentioned that in the frontier districts there is an under­
standing that the borrower will sell hi. produce to the lender. Such under­
standings are not common in most parts. Chettiars never make any 
conditions to restrict freedom in marketing the crop. As a Burman lender 
with considerable capital. often trades in paddy at harvest-time, his 
borrowers might sell to him in any case, especially those who have only 
a small amount to sell. It is generally o~ to the borrower'. practice 
of 'Jelling his crop to the lender that the lender has an acquaintance 
witb the borrower and is able to trust bim with a loan. There is no 
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question as a rule of undue imlluence by the lender compelling the I 
borrower to sell to him at low price. Occasionally complaint on this 
score is heard: but generally the price is as high as would be got else­
where fOi' a small parcel of produce. The saba~e loanl! and other loans 
of the same character, described above, are practically the only case of 
restraint by crop-loans upon marketing. 

175. Difficulties and Remedies.-Some district committees 
I'eport that cultivators have difficulty in gettin!! crop-loans because 
money is scarce: others :<'1.y tbe difficulty is lack of security: otbers 
again say difficulty only arises after a bad harvest. The remedies 
offered include the deVelopment of agricultural banks, land-mortgage 
banh, co-operative societies, Government loans. We have already 
in this chapter indicated that Government loans are not a satisfactory 
source of credit for ordinary cases: it is moreover clear that these could 
not be a general oolution of the problem because of the larl(e amount of 
capital required. Co-operative societies are the accepted solution, and 
it is already the policy of Government to develop them: we may assume 
that when the special difficulties of the moment, which are briefly ex­
plained in Chapter XU, have been overcome, prowess in this direction 
will continue. Agricultural hank> would have an opportunity in 
financinJl the owners of large estates: an outstanding example of 
success by such a bank is Dawsons Bank which has been described in 
pa\"ai.rraph 81, and referred to in this chapter. But these wiD never be 
able to deal with small peasant proprietors individually, although they 
mil(ht finance co-operative societies in the absence of district 
co-operative banks. 

176. The demand for L1.Dd.mortgage banks to faci1itate the provi­
sion of crop-loans is due to a misunderstanding of the object of those 
banks, which is really the provision of 10Dl!-term credit. Such a 
dem.1.Dd was made while this chapter was being written. The editorial 
paj(e of the Burma Agricultora1 Society's journal,· included remarks to 
the effect of the followiDl!:-

Much land in Pegu district wiD 1(0 uncultivated this year 
be.:ause tenants cannot Ret advances from their landlords 
who in turn are unable to secure loans from Chetti:J.rs even 
on mor4,>age of their lands. This is one of the arRUments 
for the establishment of land-morlgaj.{e banks in Burma. and 
unless Government acts promptly we are afraid there will 
be a serious loss to provincial revenues in 1931-32. 

In fact the alleged contraction of credit is not a matter for land L 
mor..,>age banks at all: it is not 10000-term 10ans that are wanted in' 

• TIu Bot .... qrinol,...., N_ V_ I. No. J (JIay 19ii One _ 01 oar 
comtmllft. ProIesoar J....... .... joint edilor 01 Ibis jounoaJ We do DOt tao. 
whdbu II...., __ his ........ Y01 or DOt: II<: left ~ OD bis h:tinu_ 

, before the)· came 10.,..._ 
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the circumstances described, Lut crop-loans, .for which the cumLrous 
machinery of land-mortgage banks is unsuited. Tnere is however no 
doubt that a great deal of the popularity of the proposal to form land­
mortgage banks lias been due to the mistaken supposition that they 
would relieve landlords of any need to provide current finance for 
their tenants and would let those landlords who now provide that 
finance from their own capital invest in more land instead. Cheaper 
loans to tenants would,also benefit the landlords by increasing rents. 
The Royal Agricultural Commission bf 1926-28 pointed out that the 
provision of short-term credit is more useful than that of long-term 
credit:- . 

./ 177. The mosl useful immediate measures for the improvement of 
agricultural finance are' the improvement of agricultural technique 
and the improvement and extension of the co-operative system. Im­
proved seed and cattle, the use of manure, improved implements and 
methods of working, all pr"mise a more prosperous agriculture, more 
easily able to pay for its fin.nce and consequently getting it more 
cheaply because with less risk. The' use of improved seed implies 
establishing more of the seed-farms already at work, and organization 
round about each farm to enable the users of improved seed to collect 
their harvests into a uniform consignment for which the additional value 
of the improved grain can be obtained, as it cannot be when the im­
proved grain is mixed by the buyer with inferior kinds.t The Agricul­
tural Department is working on these lines, and co-operative !IOCieties are 
needed to furnish the means of making these improvements. Behind 
these developments is the need for education aJld for all measures to im­
prove the gene~al standard of health and physical efficiency; in Chapter 
xix this question .will be taken up again. The principal financial 
problem is the high rate of interest that prevails, and in Chapters XII 
and XIX attempts will be made to show how the agriculturists can be 
enabled through' their co-operative societies to solve this by drawing upon 
the general credit supply to a greater extent. Meanwhile the study of the 
question of an .. agricultural charge" should be . taken up as recom-
mended in paragraph 403. ., 

178_ For the improvement of the lives of the large and growing 
h . It ,'s number of tenants something more than all t is 19 necessary. 

inevitable, so loni as rents are determined principally by competition, 
that every increase of profit obtained by improved finance or in any 
other way will be taken as an increase of rent. Measures to increase 
the bargaining strength of tenants should be taken before this increment 
is transferred entirely to the landlords; it will be much more difficult 
for tenants to recover an equitable share of it after it has once been 
given up. A suggestion made with this purpose in view eleven years 

• See the Note at the end of thi~ chapter, on the nezt. page<. 
t See also paragraphs 239 and 249. 
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ago was the institution of trade-unions for tenants and the development 
of industries on a co-operative basis.* Other suggestions to protect 
tenants were made by Mr. T. Couper, l.c.s., in his report upon the 
condition of agricultural tenants and labourers, in 192~; these inclu­
ded compensation- for improvements; special courts to ensure equit­
able treatment of tenants, and charges upon the crop for rent, wages of 
labourers and 'hire of catle. We think the circumstances of tenants 
call urgently for some regulation as a preliminary measure for improving 
their financial facilities. 

Nole by II", Chairtnafl for Para~raPh 176.-The following extract 
from the Chase Econ"I1Iic Dulletin for May 1930 issued by the Chase 
National Bank of New York (one of the largest American banks) shows 
that in the United States of Ameri"a land-mortgage banl<s have even 
made the pl'Ovision of short-term credit more difficult. The Bulletin 
first reached Burma while this report was in the press :-

It may be added that the well-meant efforts of the Federal 
Government to improve the condition of agriculture by multiplying 
the facilities of agricultural credit have had as a main result a great 
and ezcessive increase in the mortgage-debt of agriculture, withont 
a commensurate increase in the productiveness of agriculture, and 
with a consequent narrowing of the margin of free incQme and the 
percentage margin of equity in land: on the basis of which the 
farmer could ask his banker for credit . 

• Ml"'ungmy. District Settlement Report. 1916-19. page 101. 
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CHAPTER VI.-LbNG-TERM CREDIT FOR AGRICULTURE. 

179. Explanation.-At the beginning of Chapter V we explained 
what we undersland by crop-loans; the present chapter relates to al1 
agricultural credit except crop-loans and credit for m~rketing crops. 
We sometimes mark off a part of such credit under the term 
intermediate credit when it is for a period of five years or less. 

180. General Account.-No clear distinction exists in Burma 
between short-term and long-term credit, except as given by Govern­
ment and by a few exceptional lenders such as Dawsons Bank and 
some of the co-operative credit societies. With other lenders the 
amount of a loan is general1y laken to show whether it is a crop-loan 
for current expenses OF not; but no arrangements for the gradual 
repayment of a long-term loan are made, and such loans are in fact for 
indefinite terms. Most of the long-term loans have been taken either to 
buy land or-to consolidate permanent indebtedness incurred in one or 
more of man~' ways; some of these ways were described in Chapter IV. 

181. Long-term loans are granted by some people in most of 
the classes who grant crop-loans, though natural1y-only by those who 
have considerable capital. In Lower Burma the lender is generally a 
Chettiar who 4I10ws the loa!, to go on as long as interest payments 
are not too irregular and the security remains sufficient. I n other cases 
in Lower .Burma and commonly in Upper Burma (where the Chettiars 
do only a smal1 part of their total Burma business) the lender is often 
a Burman, and he mayor may not be desirous of getting possession of 
the land for himself. Some of the loans represent improvements to 
land. such,," clearing the original jungle and making emhankments to 
keep floods out or channels to bring water in and dams to hold up 

_water to feed those channels; but these loans have generally been 
increased by loans for household or current cultivation expenses and 
by the accumulation of interest_ Loans for buying any land which has 
already been cultivated must also consist largely of money to buy 
improvements. Generally al1 lenders follow the model of the 
Chettiars in granting long-term loans. Co-operative cr .. .dit societies, 
ostensiply lending only up to fou~ years and chie8y for crop-loans, have 
often in the past lent where there was no prospect of repayment in four 
years or Ie ... , so that really they were giving long-term loans; a 
considerable amount has been lent on these conditions and is now 
irrecoverable, and accordingly such loaus arc no longer giveo_ Where 
the lender is a Chettiar he finances the borrower's anooal cultivation ; . 
generally other lenders do the same. 
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182. The security for almost every long-term loan includes a mort­
g,lJ,(e of land. and the amount of the loan is commonly as much as 
75 per cent of the value of the land. Burman lenders go up to 80 per 
cent. Sometimes this proportion is exceeded when the borro" er has 
considerable other assets: if he_is of good reputation as a payer, it 
mly be exceeded even w:len he has little more assets than his land, 
oxen and al(ricultural implem~nts. But only about one loan in three 
given by Chettiars is entirl'ly secured by the mortl(age. Other loans by 
Chettiars and some by other lenders are secured by mortgal(e only _ up 
to about one-half of the v.llue of the bnd. the remainder being gh'en 
on a promissory-note. The most important advantaJ,(es of this arrange­
ment are that itl ca.e of default in paymellt of interest a suit can be 
brought on the promissory-note alone with smaller court-fees and 
lawyer's fees than would be incurred if the whole loan were secured by 
the mortgage, and that by this sllit the lender can get an attachment of 
the land, subject of course to his own mortgage, and avoids the delay 
of six months t.hat must come between the preliminary and final 
decree in a mortg'l!e-suit. There is also a saving for the borrower of 
the stamp-fee upon the mortgage-deed, and the benefit for the lender 
of a rather hillher rate of interest for the amount secured by the 
promissory-note. The disadvantage is thai the borrower may have 
subsequently borrowed money from another lender on the same 
property and the second mortllal(ee's claim may defeat the claim on 
the promir.sory-nole: lhe Chettiar, however, prefe .. to take this risk. 
The risk can be avoided if the Dlorlj(age-bond is drawn up so as to 
secure a balance on a running account up to a certain limit. Advarices­
on promissory-notes up to that limit would then be protected j bllt, as 
this type of mortgage-bond must be st.'\Olped up to the maximum limit 
secured. it does not find favour with either rural borrowers or 
Chetiiars. Dawsons Bank adopts this type of bond and by granting a 
lower rate of interest is su~'Cessfu1 in inducing its borrowers to pay the 
required stamp-duty. The practice of advancing a fixed sum of mon.:y 
on a mortgage-bond is subject to another disadvantage. The borrower, 
in a good year may reduce the amount of the principal but in a bad 
year the principal due might easily attain to or exceed lts former 
dimensions. As the practioe is to make further advances on promissory­
notes there is thus a tendency for the unsecured debt to grow larger 
while the secured debt is diminished. 

183. Mortgage-deeds are always expressed brie8)' and in simple 
terms, following a common form. In Lower Burma the lIlOrIgage for a 
long-term loan is generally a simple mortgage, and it is always so when 
a Chettiar is the lender. Usufructuary mortRages are rare in Lower 
Burma ; generaUy the parties to them are colonists having a more 
recent connec:Uon with Upper Burma than most of thm neU:hboors. 
In Upper Burma the mor\gllge may be a simple mortgage 01' a -
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usufructuary mortgage; in the latter case the borrower may work the 
. land as a tenant, but only at the will of the mortgagee, not as of right. 

In any case a loan on a usufructuary mortgage is not strictly, a lonll­
. term agricultural loan, but rather a sale with a right by the vendor of the 
land to redeem it. . There is in practical life, apart from legal forms and 
theory, little distinction between a usufructuary mortgage and a condi­
tional sale. A considerable number of conditional sales have been made 
in Lower Burma to non-CheUiar lenders (rarely, if at all to 'Chettiars) 
when these have enforced their security, and the practice seems to be 
growing.. In some cases the conditional sale is the first transaction. 
But as a rule the·condition has been expressed orally while the docu­
ment has heen expressed to effect an unconditional sale; many 
borrower,;, having the Burmese tradition of usufrnctuary mortgages 
with rights to buy back, executed such deeds of sale without knowing 
that under British 'Iaw, the oral agreement was useless to them. In 
most of these cases however the circumstances were such that a sale 
was inevitable; the oral conditi<)n was chiefly a polite fiction that 
softened for the borrower the asperity of a demand for the surrender 
of his land. At the beginning the promise of re-sale was probably often 
sincere ; but if the land got transferred again there would of COUNe be 
difficulty, and when land-values increased rapidly new thoughts arose. 

184. For loans by Chettiars the ordinary rate of interest is 1'25 to 
1 '75 per cent, generally in the lower half of this range. Other lenders 
charge the same rates as a rule, because with land to offer as 
security the borrower can find a Cbeltiar to lend to him and will not 
pay more. 

185. Although the loans are intended to be long-term loans and the 
lender is aware that the horrower will not be able to repay from his 
own resources except after a long-term of years, the documents always 
make the loan repayable on demand. Borrowers raise nO objection to 
signing such documents although they may be legally liable to pay if 
suddenly called upon to do so. There is an understanding that interest 
is payable annually within about a month after harvest, and that the 
loan will not be recalled if it is so paid. With Chettiars however this 
understanding does not extend to the case of a change of agents or of 
financial difficulty of the lender ; recaI1s under these circumstances are 
discussed further in paragraph 537. Generally too loans are not 
recalled at once even if the interest does fall into default. The usual 
plan, if interest for any year is not paid within six months after the 
harvest, is to require a pro'ltissory note payable on demand to be 
executed for it ; in some places a )'ear is allowed, in some only two or 
three months. Borrowers are always willing, of course, to sign such a 
note to avoid recall o(the loan. If either the total debt grows so large 
that the lender is doubtful of his security, or a second mortgage Is given 
on the land, the lender recalls the loan. -
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18b. We have already remarked tbat neither Chettiars nor any other 
lenden except Dawsona Bank make any stipulations for repayment by 
annual inst.~lments. Dawsons Bank found annual equated instalments 
of principal and interest together unpopular. and it now obtains 
repayment by instalments fixed in general accordance with an agreed 
plan but subject to modification each year according to the outtum and 
the market.price of paddy and other circumstances. Lenders readily 
accept instalments of the principal money tendered with the interest 
alter the sale of a harvest; but most borrowers do not bother them 
very much in this way. 

187. Long.term Loans by Government.-Under the Land 
Improvement Loans Act. 1883. Goverument p;rants long·term loans to 
agriculturists at ten per cent per Rnnum. with repayment on a basis of 
annual equated paymen~s for periods which may extend up to 35 years 

Year. I Outstanding 
at beginning. 

1921·2 .. , 66 
z.s ... 81 
3-4 ... 1Z6 
4·5 ... 3~7 

~·6 ... 334 
6-7 ... 271 
7-8 252 
8-9 ." t:ll 

1lSued in 
the year. 

26 
61 

247 
21 
20 
22 
21 
17 

-
Tolal. 

92 
142 
373 
3118 
355 
201 
274 
248 

but are generally 
restricted to twenty 
years or less· Until 
1926 the rate of Interest 
was 6'25 per cent. The 
marginal table shows (in 
whole thousands of 
rupees) the amounts 
lent and outstanding 
for some years back· 

The IRrge increase in 1923 WRS due to an exceptional loan of 
Rs. 220.000 to construct a bund in Akrab district to keep out the sea. 
AptU't from this the IORns are trifting in proportion to the size of the 
country ; the total amount issued in an ordinary year being only about 
Rs. 20.000. In Lower Burma In June 1929. apart from Akyab district, 
only the Inoein district with Rs. 1.700 outstanding and the Prome 
district with Rs. 754 out<tanding had any loans under the Act besides 
Hllllthawaddr district with Rs. 35.273 outstanding·. The loans in 
fact nre not reall~' popular. 

188. Land Improvement Rule t3A provides for one-half the cost 
of improvements. which. though not large enough to be made by 
Government. are beyond the scope of a single cultivator or a small 
group, to be pro\'ided by grants·ln-aid and one· half by loans under Ibis 
act; but the scheme hRS failed to attract borrowers because It 
makes no provision for the maintenance of the improvements 
Rnd because reptyments b), a large number of joint borrowers itwolve 
difficulties. 

----------------------------------• Th..., oulst.ndin~ .. relate to the 30th June 1929. Outstandin~..., least at this 
_01 tbeyoar. 
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189. It is commonly ;;aid that township officers .put applicant. for 
loans into a dilemma by telling those whose lands are not mortgaged 
that they can easily get credh elsewhere, and telling those whose lands 
are mortgaged that the security is therefore insufficient. There is 
probably some truth in this, the real trouble being that the township 
ofiicers do not care to apply an act and rules which they do not under­
stand. In fact the loans are as unpopular with township officers as 
with the public. Township officers have every excuse for failing to. 
understand the act and rules. Burmese translations of acts and rules 
are generally avoided by officers who know Enl/lish, but the rules 
under this acct are badly expressed even in English for readers whose 
acquaintance with that language is imperfect. There is moreover no 
explanation of the policy of Government in drafting the rules on one 
important point; Rule 14 .tates explicitly that" in calculating the 
borrower's interest incumbrances shaU be deducted" although Section 7 
of the act provides for mortl(ages under the act to take priority of claim 
over earlier mortgages. The justification of prior claim is afforded by 
the increase which the improvement causes in the value of the land; 
after satisfying the claim for the improvement-loan the earlier 
mortgagee oUl(ht still to have even better security than before the 
improvement. The same privilege is given in England to loans granted 
by the Lands Improv!'11lent Company, which works with private capital 
and without State guarantee and in 1853 to 1923 lent 13 millions sterling 
(equal to about 175 millions of rupees) As loans for land-improvement 
are often the best means to get a landowner out of debt, it seems 
accordingly to be a mistake to exclude mortgaged land from the benefit 
of the act. The rights under existing mortgages would be sufficiently 
safe-guarded 'by the notices under Section 5 of the act, one of which is 
required by Rule 5 to be served upon each mortgagee, if somewhat 
better arrangements were made to ensure service of the notice and 
publication in such a way that the notice will really become public 
knowledge. 

190. The rules ar .. also defective in directing.that the amount 01 an 
encumbrance is to be deducted from the value of the land ; if the 
encumbrance js to be reckoned at all, its amount should be dedllcted 
from the half-value of the land to determine the maximum loan that 
may be granted. There is confusion too for persons not well acquainted 
with English in the ase of the word interest with the two meanings of a 
payment for the use of another person's money and a right in a piece of 
land ; the confusion of these two meanings i. naturally increased when 
the phrase" borrower's interest" is used. Such words as moiety and 
such terms as C()fJer for a loan should also be avoided in drafting 
rules to be applied by Burman officers. All unusual terms 
sbould be fullv explained. There are other def~ in the rules 

besides . . 
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191. We recommend that the rules should be redrafted and should 
be expressed in lanp;uage that every township officer can understand, 
and that the policy on which the rul"" are based should be fUUy 
explained in the departmental directions. When the rules have been 

. put into better order fresh efforts should be made to make the facilities 
for loans known to the people ; it must be a long time before banks to 
grant long-term loans can be establis'!ed in al1 districts. 

192. Need tor Land-mortgage Banks.-The Land improve­
ment Loans Act cannot be a complete solution of the problem of long­
term credit for agriculture; .only a smaU proportion of the credit needed 
is for future improvements. Most long-term loans are necessarily for 
consolidating existing indebtedness or for buYing land already improved 
in the sense of being -under regular cultivation. Even in the United 
States of America, where so much-machinery and fertilisers are used in 
agriculture and loans are required to purchase them, 75 per cent of .the 
loans of the Federal Land Banks are for clearing off indebtedne.s and 
another 10 per cent are for buying land. An individual lender finds it 
difficult to give snch long credit as is requireo ; even if he is willing and 
able to do this his death may lead to the recal1 of loans. It is impossible 
for the commercial banks to lock up their funds in long-term loans on 
such a scale as would be necessary to furnish a considerable portion of 
the long-term credit required. Another consideration is that, apart 
from Da\\'sons Bank, which is really an agricultural bank principally, 
the existing banks have no branches except in the ports and at Mandalay 
and Myingyan; thus they have no contact with agricultural borrowers 
and no simple means of recovering loans that fall into default. We 
shall propose later the opening of more banks in Burma; but, as the 
besetting danger of the earliest banks in most countrieS has been the 
failure to keep their funds sufficiently liquid, nothing should be done to 
encourage newly established banks in rw:aI centres to grant long-term 
loans to an extenl which is large in proportion to Iheir public liabilities. 
The amounl they could safely lend in long-term loans would i~ any case 
be insufficient to meet the need for them. intermediate loans can be 
granted by a b,mk which derives its working capital largely from fixed 
deposits repayable only aller some years; but even such a bank unless it 
has a total of capital and resenoes which is Lvge in 'proportion to its 
public liabilities, must carefully restrict itself in granting loans for such 
~riods as ~n l~ars or more, as it can get little monel' 00 deposit for a 
longer term than five years. The work therefore requires land-mortgage 
banks speciaUy oq(lU\ised to obtain working-capital by debentures, so 

. that they can hold the capital for loOK periods wilhout risk of being 
required to pay it back. 

193., Joint-stock Land-mortaaae Banks.-Joint-stockland­
. mo~e b .. m1.:s have succeeded in many countries in supplying long­
term crtdit to substantial farmers. and are needed to do this work in 

• 
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, Bur.na. But joint-stock land-mortgage banks have nowhere succeeded 
in dealing with small peasant proprietors. Sooner or later they eithel 
~onfine their dealings to the more substantial classes or change their 
character altogether. The great example of joint-stock mortgage-bank~ 
is the Credit Foncier de France which has only a small proportion of its 
loans secnted upon agricultural land and even those loans are held by 
larg~ proprietors; more than half its loans are secured upon urban 
property in . Paris alone. While therefore we should like to see well­
planned ioint-stock land-mortgage banks developed for the benefit 
of the larger landowners. we must look for some other organi­
sation to suit the needs and win the support of the small-lCale 
cultivators. 

194. Co-operative Land-mortgage Banks.-The only type 
of mortgage-bank which seems likely to lend safely to peasant proprie­
lors is a c~-oparative blnk working am~ng.t people wbo appreciate the 
principles of co-operation; only such a bank under such conditions can 
bring the m~ral pre<3ure of neighboar.; to bear upJn defaulters. But 
this principle soon brings us to a dilemm~ as to the extent of country in 
which a bank should operate. On the one hand the wok must restrict its 
lending operations to a region in which. with the existing means of com­
munication. I can have sufficiently intimate contact with its borrowers 
and preserve its co-operative character; on the other hand only those 
types of bank can hop~ to lend at all which are able to attract 10aDa to 
themselves at reasonahle rates of interest. The problem must oot be 
envisaged as requiring the estahlishment of a few banks in odd pI3cea, 
but as requirin& the provision of banks to work throughout a large part 
·of the country. But numerous banks competing wr capital will force 
up Its price, while WDks remote frOlll Rangoon and in tho poore.­
districts will probably get no capital at all at rates allowing them to 
be of service to local cultivatOrs. Evideotly neither village-banks ROC 

even township-banks can b: expected to succeed in collecting carita! 
if a number of them exist. Indeed it seems necenary to haR a bank 
large enough to attract <,,<pi tal from outside Burma. that is to say ODe 

bank for the whole coontry. But this will fail to have the necessary 
contact with borrowers and to win their support. A solution of the 
problem has been drawn up in Burma io wbiclJ a number of regional 
banks with a co-operative constitutioll are federdted into ooe body ... ith 
mutual sopport for the purpose oi raising capitaL while eaclJ bank con­
fines itself to a particular region of the country for lending. and the 
re¢ons of different banks do not 'overlap. The banks were intended to 
confine themselves to long-term loans, and to have working beside them 
a vigorous co-operative credit system giving short term loans_ As the 

. Co-operative Societies Act was not found suitable as a basis for this 
.""tem a special bill was drafted. , . 
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195. The R,)yal Commission on Aliriclllture in India criticised the 
the draft bill and expre.~ed disapproval. tbinking that the draft bill was 
too elaborate. and maintaining that the Co·operative Societies Act titakes 
all necessaty provision' for land·morlllal(e banks. The ti.rst of these 
obiections appears to have bee,. due to a misunderstanding. It was 
intended that the system contemplated in the bill should be bnilt up 
slowly from small beginniol," in two districtS. gradual!)' extending to' 
othera I but owing probably to an omission to suppl)' it with eer: 
tain ellPlanatioos of the scheme which had been prepared fot it, the 
Royal Commission imagined a great unwieldy system was to be broullht 
into action over B large part of tile counb'Y at once. The other mistake 
!;elated to the question of having special legislation; interest in it is not 
confined to " studv of the Burma scheme. but is !tuite general. 

196. Special Lellislation for Co-operative Land-mort­
Ilalle Banks.-The Ro~'al Commission's remarks upon land-mortgage 
banks began in Artiele 381 of its report b)' showing that " land-mortgage 
buaioess can be carried on by (co-operative) socielie. registered undec 
the existing acts." The Commio;sion then argued in A,·tiele 382 that this 
showed that long-term credit could be organised under these acts. In 
stating this the Commission confused long-term credit with short-term 
credit secured by morlgages of land, and its conclusion is not supported by 
its BIlIllInents. )loreover th .. ComInissioR sbowed (in the first tWO»arB­
graphs of its Arl;';;le 381) that the provisions of the existing IlCHIPOOltift 
soo;ietiea acts celating 10 land-mortgage credit were inserled in the origi­
nal Co-operative Credit Socielies Act of 1904 grudgingly. and that such 
I:l'Odit is not auitable fOf the co-operative eocieties oflllUlised for abort­
tel'm credit which were _templated by that~. Tbus, elthollAh ill 
Article 382 the Commission advilOOd against attlll\ptinc to draft a new bill 
sro;ia1Iy for long-Iei'm CNdit. it appeaN from the CommissiOB'. own 
remarkll U13t th, existing ~ve aocieties acts (which ia the aectioas 
now nlievant follow doaeIy tbe oriiIiaU aoU would be _ Iesa IjkeIy 10 
&wt laad-morltlaRe banks designed for loag-tenn c:redit tbaa a _Ia. 
framed with proper care The Commissio ... tatedalso ill the 6rsbealeoc:e 
of its Article 382 that it hadlDO O\idcDee al the need (ar speciallegis\atioa; 
but thia .tatoment w.s not oon-ect. The Qlleotiouaaire issoe4 by the 
Comnlission \lid not rUse the point at aU ; but ~ OR tile _tter 

• Il'ere uIred orally. ud ia Madras the CoOUDissioa \MaS told \hit apec:ial 
legislatioo is neoesaary.. Also Mr. Mehta, the ~ of the Bombay 
Provincial Co-operative Bank, told the COmmission t that loag-tenn 
credit i. of too .... ponsible and complicated a uture for Ofdinary credit 
lIOcietiea or _ for a central ~ve' bank. That alone would 
~ that ttt.: lAw made for such &OCieties and banks would prob:lbly 
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not be suited to land-mortgage banks, and that the necessary law would 
be more complex. But Mr. Mehta continued by saying that the board 
of his bank thought the land-mortgage credit system should be modelled 
on the Federal Farm Loan System of the United States of Ameri~ 
This is particularly interesting evidence in view of the evident reliance of 
the Commission in Article 383 upon the Bombay views.· The Com­
mission could have· found flll"ther evidence in the report of the special 
committee which enquired into the condition of the co-operative system 
in Madras in 1927-28. That committee said (page 68 of its report) that 
if the transactions of land-mortgage banks grow to large proportions 
special legislation will undoubtedly be necessary ; upon this the obvious 
comment is that unless those transactions do assume large proportions 
the banks will not have enough prestige to attract even enough working 
c~pital to work on a small scale, and that in any case a small scale will 
not solve the problem of providing the long.term credit required for the 
whole country. Thus evidence of the; need for special legislation was 
actually before the Commission. It is true th"t several witne.ses 
advocated the establishment of land-mortgage baI)ks on a co-operative 
basis; but this is not at all the same thing as relying upon the existing 
co-operative societies acts, although the Royal Commission appears to 
have overlooked the distinction. In short the Royal Commis..iou'. 
whole report on this point appears to be seriously in error. 

197. We think the antecedent probabilities are all inclined to the unsnit­
ability of the existing co-operative societies acts to land-mortgage banks. 
We observe too-that the co-operative societies acts give Government 
special powers of recovering any loans it makes to co-operative 
societies. Consequently if Government subscribes to debentures (as most 
people agree will be necessary at the beginning) private persons, fearing 
that Government with its special facilities to ,;et information \<ill in fact 
have an advantage over other debenture-holders, will refuse to snbscribe ; 
thus the co-operative societies acts need modification in this particular 
to bCCQme suitable for land-mortgage banks. Again special powers of 
recovery of loans are commonly thought necessary for land-mortgage 
banks, and there is admittedly a danger lest small co-operative Iand­
mortgage banks should fail to enforce recoveries; supervision of these 
matters requires a strong central ;'rganisation with large powers of 
control and capable management. So too the federation of banks which, 
as we have pointed ont above, must collect the working-capital. must. 
have considerable powers of coercion over the member-banks so that it 
may snstain its responsibility to its debenture-holders. Many people. 
especially in foreign countries, will' refuse to bny the debentures if 
fundamental matters in the constitution of the system rest npon rules 

• Another piece of evidence was given in Bombay opposing special legislation : 
but it was admittedly based on an assumption which was in fad erroneous. See 
Bombay evidence. Part I,_rage 208, questions 4984-5. 
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or bye-laws make under an act, although they might be willing to buy if 
the same provisions were made by the acl itself; tbey regard both bye­
laws and rules as too unstable for a long-term security. and as requiring 
an investor to watch too minutely, becanse changes in them have not the 
same puhlicity a" chanlles in an nct o~ the legislature_ All these consider­
ations (and others which millht be broullht forward) point to special 
provisions in the co-operative societies act, in other words to special 
leRislation ; and in fact they point to provisions so extensive as to over­
balance that act and make it desirable to have an entirely separate. act. 
We do Rot wish to assert that a few small co-operative land-m~rtgage 
banks cannot be established without special legislation; we do -think 
that special legislation is needed if such banks are to be established on 
a scale that can attack the problem of long-term credit for a large 
number of agl'ieulturists throughout the country, and that unless a 
national syste,n. is organised the banks must wilter for lack of working 
capital. Such legislation will not be perfect in its first form; indeed 
there is no sneh thing as perfection for it, because. however well it may 
suit its purpose at. one time, it will need adaptation to changing circum­
stances. Hut we must protest against the assertion of the Royal 
Commission that a law, adapted to the land-law and the people and 

, circumstances of a particular province, cannot be devised so that it will 
Buit the land·mortgage banks of that province better than a co-operative 
societies act framed for short-term credit and with no thought of land­
mort.,rage banks and in fact providing only grudgingly for mortgage 
security 10 be taken. 

198. Burma Scheme not for a State Bank.-We·are V 
agreed that a scheme for State mortgages would be unsound. Although 
the contrary has been widely stated, the bill drafted in Burma did not 
aim at such a scheme. It aimed at establishing a statutory corporation 
acting as an independent legal entity free from direct financial and 
administrath'C control: this would tend to diminish the influence of 
politi~ considerations which are likely to affect the operations of a 
government departmcnL The view was taken moreover that it might 
be lIlore dillicull for Government to enf'orce re .. .-overy of I~ on a largo 
IIQlle if it were itself the leuder than if the lender were an autonomoUs 
ho<ly. ",'urther the banks working under this corporatiou were to be 
of a co-operative character and to have large inBuence over the control-
ling Board through an advisory council. which would consist oE 
representatives of the banks and would eventually take the place of the 
Bo.Ird. 

199. Present Position in Burma.-Tbe present position in 
Burma is that the proposed p1an ~ a national system bas been put 
aside while experiments are made with two small independent banks. 

7 
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As stated above tl,ere is no hope of solving the problem of long-term 
,credit for the.COIlOtry on these lines; but it is thought that useful 
experience C3llL be !!limed wjth these banks, and in any case the proposed 
national plan was to be started, if at all, on the same small scale. I n a 
few years, when experience with these experiment,1I banks has been 
gained, the short-term co-operative system will have overcome its 
J'l'ese.nt difficnlties and the wbole problem can be re-considered O1lcler 
more advantageous conditions. The organisation of the two 
experimental banks was being worked on! when the officer appointed 
10 the duty was required to act as chainnan to this committee; as a 
consequence the work bas bad to be put aside till this committee's work 
is completed. Government bas however provided a hundred-thousand 
rupees in the current budget for working capitll of the experimental 
banks. It is understood that the banks are not to incur -any liability in 
excess of Rs. 250,000 each before the whole problem has been 
fec&llSidered. 

200. Long-term and Short-term Co-operative Credit.­
Some co-operators used to express a fear lest land-mortgage banks 
should destroy tbe co-operative credit system. In fact a co-operative 
long-term credit system can not possibly. be worked wjthout the co­
ellistence of facilities for short-term credit, and it requires for- its best 
results the· provision of tbose facilities by a co-operative short-term 
credit system. Eacb system would be adapted to supplying its Own 

particular kind of credit and unable to supply the otber kind. A wisely c 

managed long-term credit system would therefore endeavour to 
strengthen the short-term cred!t system as much as possible. 

201. Government Assistance.-The larger Burma plan \\'as 
formed on the view that Government's financial assistance should be 
used as little as possible. It was suggested that Government should 
supply a small amoonl of initial capital by way of a loan to he repaid in a 
\ollll time, and that initially Government should give some sort of 
guarantee for the debentures, so that some start could be made in spite 
of the fact that probably no debentures could be sold in Bnrma 
withont such a guarantee. The intention was to aim at establishing as 
soon as possible such confidence that the L~rlle money-markets of the 
world outside India could be drawn upon. The reason for this waf 
that Burma is an undeveloped country requirinl! for its proper develop­
ment a larger amount of capital than it could possibly supply ihelf, 
while land-mortgage banks in India will presumably be able to nse aU 
the capital in India that is available for such banks. Consequently if 
-an attempt were made to confine the banks to capital raised in Burma 
or, even in Burma and India, either it u'Onld fail or a high price would 
be paid and other deveio,pments of Burma starved. 
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202. A majority of the present committee>, consisting of the four 
Burmese members and Professor levons, is of the opinion that Govern­
ment should do more hi the way of direct financial help. These mem~ 
bers thinl(that GO\1efflment shoW<\, not merely on a swall scale initially, 
but on a considerable scale. guarantee the interest om deheotures e;tiiet" 
!ICfl'etlJal~y or fOf" a period of thirty years. provided that trustees for the 
debenture-holders are appointed and a trust-deed executed. This 
assistance should be given both to t!le banks with a ca.-operative consti­
tutiOlil and to joint-stock baRks; but a company receiving such 
assistance should work as a public utility cOmpMly amd eith.,.. limit its 
dividend to 10 per cent per annum or agree not to charge more than 
certajn low rates of iDterest. Professor Jevoos sugI(ests that Govern­
ment oouId reduce its liability for the lluaraDtee by enacting that if the 
bank failed the interest should become automatically a charlie on the 
lands mort~'ed to tbe balilk. apportioned according to the relative rates 
of land·re,·enne on different lands, and collected with the land·revenne. 

Mi_ity""' ... ·-The Chainu ... and Mr. DaWSOll dissent frOl. this 
view. boIdiDl! that the debentures should not normally be guaranteed 
by Government. and that evet'l where a. guarantee is given to small 
iRitial issues it should be conditional upon the interest estimated to be 
s:\Ved through the guarantee being credited to the bank's reserve fund. 

203. Profe>sor levons desires mention to be made also of his sUj(j!es­
tion that in imposing a cess upon exported rice for imprO\'emeut of the 
qlmlity of Burma rice. the cess should be made large enough to provide 
a staff to assi.t in the re-organisation of marketinll and to provide a 
fund on which Government could draw in case it had to pav under its 
.,onarantee of land.mortl(age bank debentures. StatiDl! that the Indian 
Cenlr.u Cotton Committee has nearly three·hundred·thousand rupees 
invested in Government paper. he says that the fund could be invested 
in debentures of land-mortgage b:\nks or placed on fixed deposit 
with snch b.w.,.. The remaining members of the committee 
dissociate themselves from this stJl!gestion to increase the cess npon 
all cultivators and landowners for the benefit of a special class 
of borrowers. 

• 
204. Land.mortaaae Bank Debentures as Trustee 

Securities.-The Burmese members of the conullittee and Professor 
Jevons also approve of the debentures of all land-mortgage Ixmks 
(wheUler joint stocl: or co-operativeJ beillj{ declared suitable for the 
illvestment of trust.mone).,.. 

jli~l ... ..u... ·-Mr. DaWSOll and the Chairman bave no objection 
to debentures gtW'3Jlteed by the Government of Burma as to principal 
and interest beillj{ clij;ble for investment by trustees. But they think 
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there should normally be no guarantee, and that debentures without a 
guarantee should not be made eligible for investment by trustees until 
the stability of the issuing bank has been so proved by experience 
that the general investing ·public desires that the privilege should be 
given. They admit that the privilege would help land-mortgage banks ; 
but they think a wide view of the general welfare of the country forbids 
the granting of the privilege except under the circumstances described. 
It is tme (these members say) that the general public is inarticulate and 
may never ask for the privilege to be conferred; but the banks them­
selves shoLlld take the initiative, and, if their debentures are really 
popular, solicitors and others looking for profitable investments for 
trust-moneys will be likely to spur them on to do so. 

205. Income-tax on Land-mortgaae Bank Debentures. 
-The four Burmese members of the committee agree that the interest 
on debentures of co-operative land-inortgage banks should be exempted 
from income-tax but that debentures issued by joint-stock land-mortgage 
banks should be taxed. 

Millorily view.--Mr. Dawson and the Chairman differ from this 
view, and think that the interest should be liable to income-tax, whether 
the debentures are issued by co-operative banks or by joint-stock banks. 

Further discussion on the question with regard to co-operative 
banks will be found in paragraph 414. 

206. Function of Land-mortgage Banks.-The proper 
function of a land· mortgage bank is to grant long-term credit on proper 
security for suitable purposes, for which short-term or intermediate 
credit is unsuited. The error of asking for the establishment of land­
mortgage banks to furnish crop-loans has already been discussed in 
paragraph 176. Other popular views were expressed by the London 
"Economist" of the 12th April 1930 as follows: "Enthusiasm for 
mortgage banks is general in India. They are looked upon by insolvent 
debtors as a way of escape from their misfortunes, and by political 
theorists as a sign of a progressive nation." A good <leal of the popularity 
of the idea of land-mortgage banks in Burma seems to be due to under­
standing by a bank an institution which lends money out at low· rates of 
interest and does not press for any payments. No bank, properly so 
called, can do anything to save an insolvent. There lIIay be other 
means by which Government or a charity fund can come to his rescue; 
but a bank is an institution which enables a number of people to use 
other people's money, and the bank's responsibility to the owners of the 
money forbids it to lend without good assurance of proper repayment, 
Even with this limitation there is still a useful sphere for land­
mortgage banks, and we hope to see the experiments, which our work 
interrupted, duly inaugurated during the corrent year . 

• Our Chettiar member. ~the DiwaD Bahador A. M. M. Murugappa Chettiar, and 
Prot....,. Jevons were absent from the _ion of paragnpb 205. 
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207. Apart from their primar)' function of granting long-term credit 
to agriculturists land-mortgage banks may be expected to serve the 
~qually useful purpose of providing an investment for savings. It may 
be possible by p~pularising the dehentures of these banks to weaken 
the tendency shown in paragrapl! 48 for agricultural land to pass into 
the hands of non-agriculturists, especially as the debentures will have so 
close an association with agricultural land which is the traditional safe 
investment. If the debentures can be sold they may help in leading 
the country on from investment in government securities to investment 
in commercial and industrial undertakings." 

208. State-land in Upper Burma.-In Upper Burma the 
occupier of State land has not a permanent heritable and transferable 
ri!(ht of use and occupancy in his land, and is accordingly hampered io 
obtaining long-term credit. Continued occupation without disturbance 
is assured for the occupying agriculturist by the declared policy of 
Government; but a non-agriculturist mortgagee taking over the land 
would not have such an assurance. For this reason long-lerm credit 
can not be obtained by mortgaging such land. Proposals have been 
made to confer rights upon occupiers of State land on the same plan as 
the landholder's right of Lower Burma; this would certainly remove 
the difficulty. On the other hand history shows that such a measure 
always removes the difficulty too far. Whenever a peasantry has been 
given a permanent heritable and transferable title in its land it has 
plunged deeply into debt. This happened, for example, in Russia and 
even in frugal Prussia; to say that it would certainly happen in Upper 
Burma is to cast no asper.non upon the Burman character.' We think 
a way should be sought to give the equivalent of the title held in non­
State'land throllgh a system of voluntary purchase by instalments over 

. a long period, say twenty-ti\'C or fifty years; the Land Improvement 
Loans Act furnishes lines that could be followed and land-mortgage 
banks might help. At the same time future increments of value, apart 
from impro\'ements made by the occupier, should be reserved to the 
State. The combination of these two measures would tend to prevent 
the abuse of the new credit-po\\'Cr obtained by the occupiers. The 
proceeds of the sales could be used for furthering long-term credit and 
for additional research-work ior Upper Burma's agricoltnre. 

.----
• See also paragral'h 64S. 
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CHAPTER VIl.-CREDl:r FOR MARRa:rIlllG AGRICU1.IURAL PRODUCE. 

209. Marketing of Paddy.-paddy- is usmaUy lllOugbt OR the-
"threshiRg'lIoor by a local m3ll'l who is known 28 a jungle-broker or 
spy, and may have almost an:!" occ1lpation lit other times of the year. 
He I!ISeS no <:apilla{ of his own ; be is merely an agent of a peripatetic. 
dealer who lives in Rangoon Bassein or Moulmeitll, or some trodi,,!! or 
milling centre on the railway or a river, and he gets a commission of 
Re. t to Rs. 2 on each 100 baskets of which he arranges the parchase. 
His business is to go round to th~ threshing-floors of his locality 
inspecting and, when satisfied, offering to buy the paddy and telling the 
cultivators what price his principal is paying; if a caltivator agrees to 
negotiate he takes a sample from the heap on file tbreshing-lluor to 
show his principal. He also when necessary finds transport for paddy 
which is bought; and in all matters he gives his principa4 the benefit of 
his local knowledge and personal acquaintance with the cultivators. He 
should further see that no adulteration tak"" pl.""" bc;fore bis principal 
~ets delivery. 

210. The principal may be a local dealer buying to store for a 
rise, or a local miner who wtll mill the paddy at once or L.,ter accord­
ing to his judgment of the rice-market, or a so-called broker of one of 
'the big mills in Rangoon and one or two other centres. These last are. 
not really brokers charging their principals the price they pay and 
taking a commission, bat are dealers who, having andertaken to supply 
to a particf!lar broker at a particular mill within a certain period 
~general1y four to six weeks) a certain amoant of paddy at a ckin 
price, keep the difference between that price and the price filey pay to 
the cultivator to pay expenses of transport aud leave them a trading 
profit. The financing at these dealers is descn'bed later in this chapter. 

211. The price of paddy in most parts follcn<'S.the fluctuations of tile 
Rangoon price, which is _ed in terms of a nine-gallon basltet and is 
snbject to an allo..-ance of 2, per cent for each pound above 46 pounds 
iu the -average weight of a number of sample baskets of the 
paddy which are weighed during file measu~t of the consign­
ment. Deductions from the observed aver~ weight are made by the 
Rangoon miller for any paddy which has much dead grain or is for any 
reaso~ (such as variation in size) sp.:cially liable to break in the milling. 
On the other hand if large consignments of uniform paddr. not liable to 
break in milling, are brought, an acldition is made br some mills. In 
recent year;;' the millers have introduced the custom of cleaning each 
basket of paddy which is to be weighed, so as to free it from foreign 
matter; the paddy is measured l>t:fore the cleaning and weighed after 
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it. f n calculating the alloWlldJCe the proper pen:eMage is Drst .acIded tit 
tbe meaiiUred n.uwber of baskets to determine the ilqui'O&laIt of dar: 
'coosi(.\lliment ill starulard basket&. The "al"e m thea calculated ~ 
applyi .. g Ille price to this equivalent. A.M comnUssIDns, CG.,]y hire, etc.· 
are paid however according to ,th~ aotWlI me&lII>remenA: witliloot the 
addition of wei~allowa.w:lt. 

212. The transaction on the threshing 800r is in terms of baskets, 
which may be slightly above_ below sine gall.oos, and. has 110 weight­
allowance. The cliitivators are not usually 81il3l'e of either the curr.enl: 
price in RolIIgoom or the relatiOD.ship to that price el the Ulrrespond­
i.nll price at their tW'eBhing-Roors after allowing for the di8el'ea1 sysleut 
of me:uIllrcment and f.or the intermediate expeases. That relatioaship 
is not a fi~d difference lDut varies as the mad,et-pcice __ ie\. But they 
know the ru1i.ng local price and tDey know ...,..y quickly whenever th:c 
Rall~ price rises 01' E.a.l15 ; and theoe is generally enough compe+ilft 
amoll(o(st buyers to (o(ive them a fair -deal e_ in somewhat remotep/aaes­
In snme rarts the dealer comlDOUly takes a small bala.nce and measure 
V,g, a cillacette-tin or milk-tin) rowid with h'im and receives hOIR tbe 
junl/le-broker a smaU sample of paddy from each thre.hing-/;Iooc whase 
owner is negotiating; he weillhs 4. mOlasnreful of the sample against 
rupees and Ilets a t ... r uotion of tbe weight-allowance tbe particula&­
sample \\'ould Ilet ill R:wjlOOn ; then after mspection of ,the characleE 
and quality of the paddy he instructs the jungle-broker what price to 
offer. Sometimes the dealer. in orc\Q to guide his judgement. rub& 
dOll'n a IiUle of !be (o(raiu to remove the hlllik and thus see a little of 
boo' it ",ill stand milling. 10 other parts the deala- relies upoa local 
experieooe and his judllment of the grain and his knowleQge of what 
other bu)'el'S are pa)'ing. If the jungle-bl'oker arranges a pucchase tb.c 
teal tft.),er generally goes to the threslUnll-1Iooc to take delivecy aad 
aonke p:I)'Ulent. 

21l. There is no trouble as a rule over the size 01. Ille hasket tD be 
u.""d ia measuru~ There is a recognised basket ill the village aad 
possibl~' t\\'o or three of slighUy diiereat capacities described as eq ..... 
to a certain DWllber of milk-tins or Iichi tins ~ the clt:aI« BlBJ have 
aoot.Iier basket of his own; but the particulac basket to be esed is oae 
of the: terms of the Wugain. and althougb there may be higgliq about it 

- wben nrr~1lt U~ price then: is never doubt 01' quarrel as to wllicb is 
to be used. A matter IIIOI"e susceptible to a difierence of opiaioa is the 
"'ay the paddy is poured into the lIleasure ; by lois way of pouriIIg " 
skilful pel'9OO cau maIIe t .. 'O pouads diffecence in the amount m? til 
as a basketful. Ouarrels over this are Ioowe __ infrequent ~ tloe c:usto.­
MY \\'ll~' of powiQlf i. DOt GfI.eD departed ~ 

:!1-1-. The pwdaa_ pars as a'" _ mmspnrt a.d for~. 
I. t~ ddt" paddy IllaY be pat ~ froIII tIoe tiIresIliDR-lkIDr ... " 
b.ul(lt ; if a .,.~ admitting Iw:lt'IS is aat aftilaNe 9ID1pm!I may be 
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needed, but the location ot the threshinlt-lloor is arranged to avoid 'his 
where possible. ·Sampans are often used, however, when the dealer 
intends to take the paddy to his own godown to store 'or to a local mill. . 
Where conveyance is by land the paddy is carted to a railway-station 
or a mill or godown close by a railway-station, tbe cultivator wbo has 
sold it often taltinlt part in this transportation and getting some of tbe 

• pay for it. 
215. In Rangoon the paddy is received at the mill by a broker, who 

thus. becomes the. second intermediate (apart from the jungle-broker) 
between the cultivator and the mill"r. There are 10 or 12 of such 
brokers at a large mill, and they all like to call ihemselves head-broker; 
but they are in fact all on the same level. They are genuine brokers 
(though they may, as noted in paragraph 217, do some trading in 
addition) and they are generally persons of considerable wealth and 
inlluence. They introduce dealers to the manager of the mill and assist 
in arran!1inlt their contracts for the supply of paddy. 

216. The porters who carry the paddy into the mill are paid by the 
miller. The measuring and weighing staff at the mill, including the­
measuring men who strike the level of the measures and keep the tally, 
is also provided by the miller, who deducts eight annas per 100 
measured baskets from the price on this account. Of this eight annas, six 
are paid to the measuring men while two are paid to the broker; formerly 
these two annas were paid to the clerks, but that was changed some years 
alto. The broker also receives Rs. 3-14-0 per 100 measured baskets as 
his commission, thus getting Rs. 4 per 100 measured baskets altogether, 
Formerly the broker received a commission of Rs. 3 paid as tbe 
deliveries proceeded and a bonus at the end of the season. The com­
mission was nominally Rs. 2-8-0 ; but to this were added six. annas 
under the name of sampan-bire and the two annas out of the measuring 
hire as explained above. The origin of sampan-hire was in the condi­
tions -of many years ago when much" market paddy" was bought, 
market paddy being paddy brought to Rangoon by the owner (cultivator 
or-local dealer) and offered by him to the mill-broker there. Brokers 
used to employ men in sampans to meet boats carrying market paddy 
and invite the paddy-owners to sell to them ; and the miller paid the 
broker six annas per 100 baskets to cover the cost of this. The pay­
ment still survives under the same name although the practice has been 
entirely given up. The bonus was generally two to four annas per 100 
baskets if up to 50,000 baskets had been bought, with higher rates up to 
eight annas if larger quantities had been bought ; but this has been 
given up in recent years at most mills. 

217. The broker does not get all his paddy from dealers; but 
arranges some purchases himself with the aid of employees and sub­
brokers and from dealers who have no contract with the miller ; he 
takes in such cases both the brokerage and any profit he can make. 
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-218. Millers endeavour to arrange their milling'so as to be able to 
keep a separate account of the rate of yield of whole rice and broken 
Tice from the paddy supplied through each broker. If the yield falls 
too low they are warned to supervise the weighing and measuring staff 
more closely. If the yield goes above the average they pay the broker 
a bonus, because otherwise he ~ould forsake the mill and take his 
dealers away with him. The reduction of price for dead grain and 
liability to breakage has heen mentioned already in paragraph 211. 

219. The big millers in Rangoon Bassein and Moulmein are all 
European firms or companies. They export their rice to India, Ceylon, 
the Straits, the Dutch East Indies, China, Japan, Europe, Africa and 
America, and they make all their financial arrangements with the Imperial 
Bank of India and the exchanlle-banks. Large dealers usually make 
their contracts to snpply paddy directly with the miller and take 
advances directly from him; but each is associated with a particular 
broker to whom all his paddy is broul!ht, so that he is said to measure 
under that broker's name. Sometimes the dealer's contract, with 

.acknowledllement of the advance, is signed jointly by the dealer and 
his broker. The brokers also take advances from the millers for their 
own trading and for issue to dealers who measure under their names 
and have not made a direct contract with the miller ; these are usna1ly 
the smaller dealers. 

220. The foregoing description has been written with regard to 
Ranlloon. But it holds good also for the large mills at Bassein and 
Moulmein. It is believed to hold good in its general lines for Akyab 
too, although the units of measurement there are different, but our 
information on Akyab is incomplete. F9r small millers at the ports the 
account given in the next paragraph for dealers and the millers outside 
the ports applies. . 

221. The de.'\lers and millers outside the ports borrow as a rule 
from a Cheltiar. who. if the dealer's probity and c.'\pacity are known 
to him, wilt' generally lend freely on an on-demand without security, 
provided the dealer has property. If a person who has no considerable 
property proposes to buy paddy 'to store for a rise, the Chettiar lends 
on the security of the paddy itself up to two-thirds or three-quartets of 
the value of tI,e paddy to be bought. provided the Cheltiar has his own 
durwan watchilllt and his own lock on the godown. A variation of this 
is the case of a dealer who receives a considerable amount of paddy as 
rent for his land but has already such a morl!!age on his land that it is 
not useful as security for further advances; to a dealer whose only security 
is paddy already owned a Chettiar usna1ly advances up to twice the 
,'alue of that paddy. taking as security both the paddy pre\;ously owned 
and the paddy bought \\;th the advance, and keeping his own '\Iurwan 
and lock at the ROdown. Chettiars do not lil.:e to lend on the security 
of a paddy-milJ, but they aocept a miD as additional security with land. 

, 
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• 
A miller outside Rangoon and the othec ports generally possesses a 
a stretch of paddy-land which serves as security for advances and also 
yields him some paddy as rent and provides othec paddy which he call 
buy at competitive prices; in fact with a small mill the possessioll of 
some paddy laud is almost a necessity· 

222. There is an exception to all the above in the larger'part of the 
Prome District where a partieul..- kind of paddy is grown for certain 
special export markets and is all milled IocaUy_ There the paddy is 
taken by the cultivators to mills on the railway and sold directly to the 
millers by weight without reference to volume. The millers sell some­
of the rice for local consumption, bui most is sold to dealers in RangOOD 
who export it. 

223. The custom in Prome District of selling all paddy by weight m.ight 
be thought to lend support to the view that all padd). shoLlld be sold by 
weillh! at all the milli~ centres. But this is not possible while a mis­
cellany of varieties of paddy must be provided for. As the specific gravity 
of different paddies is not directly proportional to the rice-content. there 
would have to be .an allowance according to the boyer's judgment in 
the same way as an allowance is ROW made for dead grain. The piau. 
works in Prome because it applies only to one variety of paddy grown 
under taicly uniform condi tions. 

224. Another exception is found in the jungle-buyers emplored by 
some Rangoon millers. Some of these are paid with commission. but 
most have a fixed salary. They stay at convenient centres and send out 
jungle-brokers "'ith local knowledge and local connections to arrange 
sales to them. The jungle-broker occasionally brings in a sample of 
paddy. but more often brings in the whole consignment ; he is able 
because of his local connections to inspire enough' coofidence for this. 
The jungle-buyers arranlle a price on the same basis as is used in Rangoon. 
namely a standard price with a weight allowance. The plan is new bot 
is said to be working weil. The jungle-brokers who ,vork for these 
buyers receive Rs. 2 per 100 standard baskets as commission. 

225. Millers outside Ranlloon have a certain advantage over Rangoon 
millers through measuring paddy in the ratbec larger baskets whicb are 
generally in local use. The difference may be 5 per cent of tbe one 
basket. Since all brokerage, cooly hire, etc., is paid per 100 actual 
baskets this reduces the cost of many processes by about five per cent. 

226. Some outsiders say the paddy trade is fun of sharp and 
questionable practices and is the most dishonest trade in the world. 
Partly this opinion is due to ignorance of the reasons for m:my of its 
complexities. But it mnst at least be conceded that there are in it a 
peculiarly large number of strange practices which are tolerated as 
ordinaf)' business practice and countered by others. It is said there is 
less trickery nowadays tban before; for instance the custom of cleaning 

• Further partiwlan .... g;. .. iD ",_b. U5. 196 and 119. 
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the sample bask~t" from which the average speci6c wavity isdetU'mmeo 
has finally deieated some practices of adulteratioo which have cori­
sequently bej:(un to ~ie <ilut. 

227. Marketing of Groundnut. -Groundnut is grown in the 
dry-zone districts of Upper Burma and to a small extent in Thayetrnyo 
District and on sandy patches in Prome, Maubin and a few other 
Lower Burma districts. Outside the dry zone it is generally sold to­
local dealers who sell to retailers, and is often sold in small quantities 
direct to retailers. In the dry zone the ordinary yield is about lS0,()()(} 
tons per annum and is steadily increasing in response to an inc"easing 
demand. In this area there are three principal classes who buy ground­
nut from its cultivators. namely small dealers, large dealers and oil­
pressers. The small dealers collect groundnut from cultivators and cart 
it, either at once or after storing for a time, to a marketing centre where 
they sell to larj:(e dealers and oil·pressers either direct or through a 
broker. Sometimes these small dealers make advances to the cultivators 
hefure harvest. Some of them are themselves cuUiv.ators. 

228. The oil.pressers and large dea1ers do business at important 
places on Ille Irrawaddy or on the railway, and they buy groundnut 
which i. brouj.(ht to those centres by cultivators or sD\all dealers. chielly 
the latter. TIlese bring their groundnut in carts containillj( about 
nine·hundred to a thousand pounds weij:(ht to the compound of a brOKer 
who keeps a bu,:e compound for the purpose. The carts stand there 
for illspection by the buyer. The consignment, which arrive 011 one 
day nrc sold on the next day; sellers do not wait for an improvement in 
the ""ice. The price is flaid at once, chiefly ill C\Jf'I'ency netes. 
Brokerage at one per cent of the price is pMd by the i>nTer. but tI!e 
sell« pal'S the cooly who measures the groondnut at the nile of fOlH' 
Rnnas per cartload. The oil-l'I'essers sell their oil all O\~ Sonna or 
Ill"nd to Rangoon for export. TIte lat"gC dealers seft some ~oundnut to 
local rt""'""rs "fter slorin~ for some time, and sell90me to oil pi essers iB 
Ranlloon, \\-110 press chiefly for expot1, either at once or after storing for 
SOme tinle. Some of the larj.(e dealers are lIgents of !he 1:rr1!ef millen iB 
Myinll)'Rn "nd Rangoon. 

2:!9. Local dHlers and pressers borrrow nlOller for theit' b,n-lle. 
from Chetti"rs. Burnlese <>r Chinese money-lendets er the Myingyan 
oiti...~ (I( Ihe Imrerial Balik of India. Well-established p!()ple take 
ad\al~ on pmmissory-_es wilhout secllrity. others mortgage laud, 
hoi, ..... mills or rled~ ~'~'. Inl~t on th~ ad\-a,,,'e!I ftries 
(rom Rs. 1'1, 102'50 ptr ,-ent per mt'nsem according 10 the 9C':tlrit)"and 
lin~ftcial p'lSition and reputation of the hprroWff. 

2.10. Marketina 01 Tobacco.-Tobacco is ".,,, .... &0 some 
eXI"ut in IU"'" districts.larMel)· on soodl)oOpks ezpooed b}' !Joe In'awaddy 
and Chindwin ri\"ef1I in Iheir low seasons and on areas which receive 
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an annual deposit-.of silt by floods. Generally it is bought by brokers at 
the houses of the cultivators, which may be only temporary tent! 
established on a sandbank or may be of a more permanent character ir 
regular vi\1ages. The buyers are dealers living. in a town where the 
tobacco-trade for a considerable area is centred. In some place! 
cultivators take their tobacco themselves to the marketing centre, ane 
sell directly to the dealer or through a broker. In Lower Burma the 
cultivator sells his tobacco in Mayas soon as it is cured, so that he ma~ 
not have the risk of keeping it through the rains. The dealers store 
it for three or four months in large cubical heaps in which greai 
heat is developed by fermentation; the heaps have to be turned 
<lver at intervals. In Upper Burma also cultivators have their crop 
ready in May, and they commonly sell all their crop at once; if the 
early price is bad"they wait for improvement, selling only as much as is 
necessary to meet pressing needs just after curing, and the remainder 
all at once. Some near Myingyan store their tobacco with brokers or 
traders living in that town, paying a rent for four months of one rupee 
for a unit of about 400 pounds weight. The price varies from Rs. 25 to 
Rs. 80 or Rs. 90 per 10J viss (360 pounds) according to quality. As 
usual the cultivators are paid cash, generally in currency notes of Rs. 10 
or Rs. 5. The dealers in the tobacco centres generally dispose of their 
stocks from August onwards to traders in other parts and to exporters 
in Rangoon. The money needed to buy from the cultivators and hold 
the stocks ti\1 sale is borrowed as described above for the marketing of 
.groundnut. 

231. Marketing of Cotton.-The cotton of Burma is generally 
<If short staple, and the ordinary yield varies from six thousand to nearly 
thirteen thousand tons. The Thayetmyo, Meiktila. Myingyan, Sagaing 
and Lower Chindwin Districts of the dry zone grow nearly the whole. 
Cultivators sell in their vi\1ages and sometimes at certain towns which 
are market centres; these towns include all township headquarters in the 
cotton area. Cotton is distinguished from other crops because there 
.are no dealers who buy it and store it for sale 1ater; the only buyers 
are the ginners and some small traders who collect cotton from 
neighbouring cultivators and sell to ginners. The special liability of 
cotton prices to change seems to be the fundamental reason for this ; 
there are no proper cotton warehouses and nobody is willing to advance 
moneY on stored cotton at reasonable rates. Cotton culti vator. are 
generally compelled by their financial condition to sell as soon as the 
crop is ready_ 

232. The small trader. often give advance to the cultivator. before 
harvest on condition that a certain amount will be sold to them at an 
agreed price. They sell tbeir collections to ginner. quickly. either 
directly or through broker .. carting them to the local market fn< the 
"pUrpose. 
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233. Amongst the ginners two systems for buyin~ cotton are in use. 
In both systems a~enls called brokers are employed; but in one system. 
used only by the larlle ginners, these are r"'llIy dealers financed by the 
ginners and working not for a commission but for a trading profit. 
Under this system the ginners advance money to the so-called brokers 
and make a contract with them lor the supply at a certain price for a . 
certain period not exceeding ten days. The advances are made on 
promissory·notes or on the security of land and houses, the amount and 
security depending of course upon the circumstances of the parties 
and upon the reputation earned by the broker in previous transactions. 
Some brokers go out to the villages and buy cotton from cultivators and 
traders there; others employ agents to go out and arrange purcbases· 
completely as genuine brokers, or (like the jun~le-brokers of the paddy 
trade) to find willing sellers with wbom their principal can negotiate. 
Tbe rate to be paid is fixed by agreement between tbe seller and tbe 
broker without reference to the broker's contract with the ginner. 
except of course the broker pays less than the ginner's price so as to 
get a profit. Part of the estimated value of the cotton is often paid at 
this tinle. The seller then arranges for carting the cotton to tbe mills 
wbere itlis weighed. The total price being determined hy the weighing, 
broker and seller go to the broker's house and there the broker pays 
the seller the balance due to him. The ginner of course keeps ali 
account of the weight and value of colton supplied to him by the b'roker, 
and nmkes payments when this ,'alue exceeds the advance he has given 
to the broker. 

234. The oU,er system is used by bolh large and small ginners and 
employs true brokers. who negotiate with the cullivators and village­
traders, nnd bring any willing seller to the ginner, wh'o thereupon makes 
an "",'feement to buy a certain weight of cotton. An ad'"3nce up to a 
quarter of the price used to be given to the seller' sometimes at this 
s\aj(e; but such advances are now unusual. According to one custom 
the broker ,Uld the seller then return to the village, the broker carrying' 
the money required to ""lImplete the transaction; the colton is weighed 
at the village and the h.·!.lance of the price is then banded over. Another 
custom is that the seller "",>rees to bring the colton to the min and has 
it wei~hed and paid for there. Brokerage is paid by the buyer at one 
rupee per 100 viss of colton (360 pounds). 

135. The money needed to fin,mee the marketing of cotton is 
provided as described abo'"e for groundnut . 

• 
:!3fI. Marketioll 01 other Crops.-The marketing of most 

other crops is man:lged upon lines some,vbat similar to those described 
above. except where the produce in perisbable and is either collected 
by local retailers. 01" sent to local markets for sale. retail or to retulers,. 
or is ba \\"ked in the neighbourhood. 
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237. Organisation of Markets for Paddy.-The difficulty 
in· most s,,!!gestions for the organisation of markets for agricultqral 
pr0doce in Bunna is the increased cost entailed by them for maving 
the produce. The most iml'ortal1'l crop is padd~', and the system of 
jungle-brokers and dealers which is des.;ril>cd above appears to keep 
these .chaq,oes very low. Both the jUflgle-brokers ~nd the dealers Me 
uscl141 ; the former with their locallrnowledge are the links between the 
·cu\ltivat0rs and the boyers who operate in a wide area, the latter carry 
the speculative risk.' The brokers al the mills are useful links between 
the mH1« a..d the dealers. 

238:. Regulated marlets to which cultivators WQuid brio!! their paddy 
'01' sale, as i.s done with cotton in Berar;wouldforce cultivators either to 
sell at whatever price they found for the day or to hire storage-space 
and jftem' the inevitable additional expense of IiYing away from home 
'while waiting on the spot for a favourable opportunity t. sell. A pos­
sibility of improvement exists, we think, in development of sales by 
-samples broughl in by cultivatocs to a convenient centre where the 
pr~t jungle-broker might become a commission-agent exhibiting the 
-samples and arranging sales; this could be combined with the system of 
collecting-S'\ations wh;ell is already befJlg tried ~. SOll'H: mmers and has 
I'IeeD mentioned in paragraph 2'24. Joint-sales by members of co-opera­
tive societies have been tried at Vltl'ious times but have not been 
successful.· In this connection we note thai in Denmark, which has been 
the great model for co-operative sales of export produce, voluntary c0-

operation appears to be giving way to a national system in the pork anlf 
baeon trade; wbile there are signs of moves itt the same direction ;n the 
Irish milk trade and the Canadian wheat trade. Moreover the anxiety 
existing in Canada just now over the large wheat surplus slill unmarketed 
·eauses hesitation in endeavouring to build up a co-operative .~'Stem of 
marketing to its logical conclusion in a country where the I(eneral 
·educationallevel and marketing skill of Canada do not exist. 

239. AI the present time the most nsefnlline along whreh 10 str"'" 
to increase the price received I:Jy cultivators of paddy is the encourage. 
ment of uniformity in the ~in. Even the worst red kinds are ,,"orth 
an extra five rupees per hundred baskets if the grain is uniform in 
.certain special characters, of which ripeness, size and hardness are 
probably the most important. Reduction of the number of types grown 
would facilitate the pooling of harvests without loss of price of a consil(n­
ment through the lack of uniformity for mi11ing and ns.,.. At present 
superior grain is often available only in parcels of 500 or 1,000 baskets 
in one locality; no ~dvanlage in milling can be obtained from these 
because such smaB parcels have to be mixed with other paddies. 
Societies for joint sale might eliminate the jungle-brokers or at lea.t 
reduce their cost.; btlt the value of this 10 each individnal cultivator would 
be small. The best opportunity for such societies is perhaps throul(h 
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control over their members io the number of types grown, in the use of 
selected seed, and in the mattcr of mixing paddies and of adulteration 
with chaff, sand, cement-water, etc. With these improvements achieved 
they might go on to federations for grading the paddy and equalising 
the price received by all <:ultivaton offering each grade, so that these 
would have not to gamble OR the temporary rises and falls of the market. 
Meanwhile the !irst step is the increase in the supply of superior seed 
of a limited number of types. This, as we kave already recorded in 
paragraphs, 36 and 46, is engaging the attention of the Agricultural 
Department. 

240. Organisation of Markets for other Crops.-Regu­
lated markets for other crops than paddy have also been studied. But 
there seems to be no possibility of ~uccess with such a market in 
increasing the· price obtained by the cultivators for their produce unless' 
it is immediately surrounded by an area largely concentrated upon the 
production of the crop sold in it. Such a market is not likely to 
succeed where the crop is cultivated in small and widely separated 
patches. In stich a case either the cultivator would have to suffer the 
additional eltpenses of bringing his crop to a great central market. or the 
buyers of the central market would have to establish branches at nume. 
rous subsidi:lry centres and would pay a smaller price so as to recoup their 
outlay on these. The possibility of such markets being advantageous 
for cultivators of groundnut is being studied by the Agricultural 
o.,p:u1ment. 

241. An interesting Cltperiment was st"rted on the 23rd December 
1929 by Mr. Odell (Deputy Dire<."1or or Abrriculture, Magwe) for 
nmrketing cotton in Thayetmyo District. He has arranged a travelling 
hlza.v, includinll 20 to 25 shops which sell all household needs amongst 
them, Rnd visiting each of three centres once a ,,·eek. At first culti"a­
'tors used the bnza. .... only as a convenient place for purchasing their 
town goods without the bother and e.'tpen~ of a journey to the towns; 
but they soon realised that the~' not only .. ,ved money on their purchases 
but also had in the baz:ulf a sellinl( place for their prodnce. Padd,', 
c.\ttle, cutel,. bc-ans and vegetables soon found their way into the bnza. .... 
from the surroundinj( vilL~es. But cotton, which is the principal crop 
J{rown for n,one", in the tract. has provided the Lvgest turnover. Sales 
of cotton started in the fourth week and have continued: over 
eighty tons of kuppas passed through the baza.vs in about six weeks, to 
say nothing of the qu:,ntities sold in the villages at a. price fixed accord­
ing to the price current in the buau. The bazaar-sellers have formed 
a committee to m:umge the buaar, and ha\'C started wc:ekly subscrip­
tions to Il fund for m."ltters of general ad\-anlage. Thus althougb the 
buaar is only three months old it is ~'inning to show -signs of sturdy 
development. and it may possibly provide an improftd method 0( 
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marketing cotton, groundnut and other products for which a large 
proportion of the land in any region of reasonable extent is used. In 
addition it furnishes a means for distributing improved seed and 
implements. * . 

242. Generally speaking theJime and money which the Agricultura/ 
Department would have to spend in organising regulated markets would 
not, at the present stage of development, be spent to the best advautage. 
The field· work which that department is carrying on at present gives 
more promise of profitable results. Mr. Odell, whose experiment at 
Thayetmyo has just been described, is however now engaged in India 
in studyin.!! marketing methods there to see what usetul suggestions can 
be made. 

243. Postponement of Marketing of Paddy by Culti· 
/vatorS.-Measures to assist cultivators to withhold their paddy from 
the market for some time have been freely advocated; but it is doubtful 
whether such measures are advisable. They might be profitable for a 
few to undertake: but it does not follow that they would be profitable 
if undertaken by a large number. It is true that all the paddy of the 
country is sotd by cultivators within about three months; but it must 
be remembered that the monsoon comes very soon after. There is 
danger that if paddy were generally stored much of it would deteriorate 
and consequently prejudice all Burma rice in the world markets. More 
profitable uses can be found for the capital that would be used in 

. protecting against such deterioration. Again paddy dries and lose~ 
specific gravity considerably in the first few weeks of storage, so that 
the increase in value of a consignment is not in proportion to the 
increase in the market rate per hundred baskets. Further, while the 
reservation of a considerable amount of paddy in March and April. 
when Burma rice now goes to Europe, would tend to increase the price 
at that time, the consequent increase of supply later on would come. 
just when rice of other countries, in some cases of superior quality. 
would be coming upon the market. Even without any deterioration 
through storage the reservation of Burma paddy would thUS force down 
the price and fail to attain the -object for which its sale had been 
delayed. Another difficulty is offered by the lack of capital; if any 
considerable amount of paddy were stored in excess of that stored DOW 

there would be an additionat claim upon the capital available now foe 
ad\'3nces for cultivation expenses early in the season; this also would 
tend to defeat the object of storing by cultivators, because it would 
tend to raise the interest upon crop-loans. It would tend rather to 
emphasise -than to remedy the seasonat variation in the demand for 
agricultural loans. Finally there is the consideration that the work 

• An account 01 the bazaar by Mr. Odell himself io given.. an appcndis In the 

8CCOOd volume alibis report. 
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which a cultivator understands is cultivation and not speculation. 
Losses through buying paddy to store and sell at a profit ,are amongst the 
important causes of the ruin of cultivators; for them such speculation 
is mere gambling.* Cultivation if properly carried out is sufficient to 
engage a cultivator's whole time and energy at least for the time bein~, 

if not for the whole year; marketing should be taken' off his hands. 
244. Cultivators are almost unanimous in asserting that they could 

get higher prices If only they could postpone the sale of their crop; but 
they do not appreciate either the difference Iwhich such postponement 
on a large scale would make in the COUnle ot the market or the other 
considerations advanceld here. The fact is that, looking at the 
marketing of paddy from a world's standpoint, the orderly marketing 

,of Burma's paddy has been developed in some d~gree though it has not 
been deliberately planned. The most promising lines of advance for 
the mass of cultivators seem to be those that aim at making the most of 
the season when the world·market can be Burma'S, and at ~ecuring for 
Burma the market in India, this being the nearest and still the most 
important of the markets for Burma's rice. Measures to assist millers 
and other dealers, including large landholders who receive rents in the 
form of paddy, to store for sale at a later date are tQ. be distinguished 
from measures to enable cultivators to postpone the disposal of their 
harvests, although cultivators will probably get some share of the benefit 
such measures bring to the dealers. Some of the considerations of the 
preceding paragraph do not apply to dealers, or apply only with 
reservations. 

245. Marketing·Credit for Dealers.-Advances to deale" 
are given by Chettiars and by Dawsons Bank and by the Myingyan 
branch of tile Imperial Bank upon agricultural produce stored ill 
godowns. The banks and sometimes the Chettiars have their OWD 

Jock and key and their own watchmen at the godown. The hanks also 
require insurance as a rule. but sometimes dispense with it for non· 
intlammable godowns duriDg the monsoon. A further account of these 
advances in relation to paddy is given in dealing with rice-mills iII 
para~lraphs 296 8Ild 297. t The Chettiars usually advance up to two­
thirds of the value of the produce and charge interest at 1 to 2 per cenl 
per mensem. according to the me of the advance and the season of the 
year ; the usual rate in the busy season is 1"75. In many cases paddy. 
millers own land which they give as security for advances. 

:N6. Ucensed or Public Warehouses.-We undertook l 
study 0( the provision of licensed or public .. -arehouses (or agricultura 
produce and for other goods; but IIIIJOing to the rressure 00 our time .... 

• Compare """,rarb 117. 
8 

t See also paragtal'bs 221 and 319. 
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had to give this up before we reached any definite conclusions. 
Remarks upon the subject by witnesses will be found in the thire! 
volume of the report as answers to questions 43 to 48. The Natiuk­
kottai Chettiar's Association has suggested that Government should 
provide warehouse facilities in public warehouses in Rangoon and other 
important centres. We understand that the subject has been taken up 
in the reports of the banking committees of other provinces. We were 
disposed to think that the real usefulness of licensed warehouses for 
agricultural produce will depend upon a satisfactory system of grading 
the produce so that it will not be necessary for every separate consign­
ment to be separately stored; but, as stated abo,'e, our conclusions 
have not yet matured. 

247. Effect of Indebtedness upon Marketing.- I 

Generally it may be said the chief influence both of permanent indebted­
ness and crop-loans upon marketing results from the need to pay interest 
in the one case, and both to pay interest and to repay principal in the 
other, soon after harvest. This need impels early sale of the produce. 
But in the preceding paragraphs we have recorded our view that the 
postponement of sale would not necessarily benefit the cultivators of 
paddy, which is the most important crop, and that other lines of 
advance offer greater benefit. There are one or two districts which 
have reported that lenders occasionally compel borro,vers to sell their 
produce to them, but generally there is an explicit statement in the same 
evidence that the "urrent market price is paid (e.g. answers to question 
42 by Tbayetmyo and Myingyan district committees). It is difficult to 
suppose that borrowers always get the same price tbat they would get 
if free to sell to' any buyer; but it is clear that there is no serious loss 
of price. The reason for the stipulation is not that the lender wants 
to get an unfair profit, but that he wants to prevent the borrower from 
spen<!ing his money before paying his debts. Borrowers still dispose 
of paddy surreptitiously. From Klrtha district there is a report thaI-­
borrowers are compelled to sell at the lender's priCe; while there is no 
mention of any loss to the borrower even there\ it appears that such 
loss is implied. But, as will appear in the next paragrapb, the Katha 
dealers seem to be in a peculiarly strong position. The Myaungmya 
district has reported that Il\Ildlords usually insist apon tenants selling 
paddy to themselves and prescribe the kind of paddy to be grown 
accordingly; tbis however is one aspect of the higgling to determine 
the C<Jmpeti tive rent. 

248. Taxes and Marketing.:'Katha district 3Jso complains 
of the collection of the thalhameda las in U' pper Burma in 
Januarv. It is alleged that paddy-traders take advantage of the 
necessity for cultivator~ to raise money and force them to sell a mini­
mum of 50 baskets of paddy even when only a sum of Rs. S or Rs. 10 is 
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required for the tax. Loans by Government or a postponement of the 
t.'\x are said to be the only remedies; but collective action by a group of 
tax-payers making up between them only sufficient paddy to meet their 
tax woulci be an easier ~atter. The postponement of the thathameda 
tax is n proposal upon which ;ve can give no ,advice ; we do not think a 
system of Government loans for the payment of taxes need be studied. 
Prome and Akyab districts also report that. the need to pay land­
revenue impels an earlier sale than would otherwise be necessary. 
In the present year 1930, when the price of paddy was much below its 
level in recent years, there was strong agitation for the postponement of 
the payment of land-revenue on the grOund that cultivators would be 
able then'to get a better price for their ploduce. This expectation 

... has' aJready been discussed earlier in this chapter. 

249. ConclusiOn.-The most important part of the problem of 
mark~ting agricuIturaJ produce in Burma relates to the marketing of 
paddy, which is being studied at the present ",oment by a committee 
specialising in it. While therefore makillj( such contribution to the 
matter as we can, we advise awaiting the report of that committee. * 
'So far as we-can see the problem has a purely financial side a trading 
side and an agricultural side, the two last having also their financial 
aspects. For these two sides grading must be the basis of any large 
improvement in the finance of marketing, and it is best now to 
concentrate attention upon the improvement of the finance of cultivation 
and upon popularisi..g the technical agricultur-.u improvements already 
available. We have mentioned in particular the importance of 
encouraging the production of uniform grain. and have suggested 
the formation of co-operative we societies to control the type and 
quaJity of grain offered on the market. We have suggested also the 
further development of wes bi samples. These measnres, together 
with a redaction in the number of types of paddy grown, would be 
useful we think in leading on towards a system of grading. For 
a solution of the purely financial side of the problem we look to 
the institution of banks allover the country as proposed in Chapter XIX; 
those should provide at reasonable cost the temporary expansion of 
credit required for Ule harvest by increasing the note-issue on the 
seenrity of bills based on the produce . 

• w. have .. ted that committee to supply. copy of its report to the Indian 
Ct'l1tral &nkiua ~n ... wf)' Committee. 
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CHAPTER VIlI.-CREDlT FOR INTERNAL ThAnE. 

250. Importers.-The importers 'of goods from foreign countries 
outside India, except eastern Asia, are chiefly European, but include 
some Indians, while the importers of goods from India are chie6y Java 
Indians but include SOme Europeans. The importers of sugar from Java 
are Europeans and Indians. Amougst the I ndian importers MaI'\\'aris 
and Mahomedan Boras predominate. Goods from the Malay States and 
the Straits Settlements and further east are imported chiefly by Chinese. • _ 
Burmans have little part in the import trade. 

251. There are two main classes of importers, ,namely, (1) merchants, 
who import at. their oWn risk; (2) indent or commission agents 
who simply pass on to foreign shippers the orders they obtain from 
shopkeepers and upconntry distributors, charging from 1t to 5 per cent. 
for the service according to the nature of goods and the magnitude of 
the ot'der. The lirst class also act largely as agents of foreign manu­
factlJrers of machinery and branded goods, and they keep stocks, often 
considerable; they work mainly with their own capital. which in most 
Cases ill substantial, and they have credit with the exchange-banks. 
TIl" second class usually have samples only 'and work with compara­
tively small capital. 

252. Trade by Sea.-The sea-borne trade from foreign countries 
and India centre. almost entirely in Rangoon. through which pass 
nearly all imported European goods and also most of the imports from 
India. Akyab gets three· quarters of its foreign imports from Rangoon 
and one-quarter from Calcutta, in each case chie6y throngh commission 
agents. Bassein has occasionally a small direct import of foreign 
manufactured goods. Moulmein, Mergui and Tavoy import sugar from 
Java and betelnnt from the Straits Settlements, and sOme manufactured 
goods direct from Europe and Japan. The 'sea-borne trade is fairly 
well provided with credit facilities; most of i1 is conducted by 
businesses which have considerable capital of their own and credit with 
the eJ<clIanp;e·banks, while the other businesses eug"lled in it are assisted 
by the Chettiar, Marwari, Multani and Gujerati linanciers who are ioond 
in the big ports as described in Chapter XlIlA. 

253. Trade by Land-route!l.-The external trade over the 
land frontiers is small compared with the sea-borne trade but is not 
inconsiderable. There are three important trade-routes' in the north­
east. all leacIlng eventually to Ynnnanfu. Two start from Bhamo and 
Lashio respectively and go by Namkham, Tenj!yueh and Talifu; the 



( 117 ) 

other starts like the second from Lashio but goes by ·Kunlong and Yun. 
On all these routes about seven·tentbs of the trade is carried by mules 
and the rest by pack·bullocks. A motor·road trom Bbamo to Namkham 
(68 miles by this road) will be completed early in 1931, and .a small 
part of it is already in use. The !Dotor-road from Taunggyi to the 
Takaw ferry on the Salween is also used in some measure as a trade­
route. There i8 a second route from Bhamo by Taiping to Tengyueh 
and then on by TaHfu to Y unnanfu like the first route ; but although very 
direct it is not mIlCh used for trade because. of its hills. Ther~ is still 
auother route from Myitkyina, but that too is not used for trade to any 
considerable extent. There is a custom-house at Bhamo with 
outstations on the Bbamo routes, and at these a drawback of 95 per 
cent. of the customs duty paid at Rangoon on goods im~rted there by 
sea and p."\SSed on to China overland can be obtained ; in this way a 
transit trade to China in colton yam, colton piece-goods and various 
other manufactured goods is encouraged. The principal exports to 
China are cotton piece·goods (roughly 80 lakhs per annum") and rupees 
(10), and kerosene (1) u'hile the principal iinports are raw silk (99) 
rupees (32) manufactured cotton (~~) sticklac (4) hides (1~) and 
cigarettes. t 

254. Three trade routes lead to Siam, starting from Moulmein. and 
convell(ing again in the Me K1awng valley. One goes from Moulmein 
by the Alamn valley and the Three Pagodas Pass ; both the other two 
go through Kawkareik, where there is a customs station, one going by 
Pagyiywa and the other by the M)'3wadi pass. There is also a short 
route. less used for trade, from the village of Tenasserim to Moe Ang 
Pracbuab Girikban, which is a harbour where the Siamege railway 
touches the eastern coast of the peninsula. There is also a route from 
Siam down the Salween river. The principal exports to Siam ace 
cotton piece-ROods (85) nlpees (33) dried and salted fish (3); the 
principal imports from Siam are raw silk (lOS) rupeel (45) cattle (17) 
teak (14). 

255. On the north-west there is a road practicabte for motor-cars 
betweea Impal (the capital of Manipor State) rand the Manipur Road 
station on the Assam-Bengal Railway. From Impal there ace three 
practicable rout~ into the valley of the Upper Chindwin. dO\\"D which 
the jonrney can be continued 10 Monywa and so into the ceotral part 
of Bnrma. But the trade by these routes is negligible. • 

256. The nllD1bers of rupees imported and exported by the 
routes to China and Siam are 'Very striking. There is no doubt that if 

• Fi~'U_ In _,tots in Ihis panagr:aph and the nest gh-e rool:h sIaIem<nts of the 
ulue '" the Inde in l'>24-lS in bu_ of thousands (that is, "'tat of f1II'O"S. Latei' 
tigures an!' DOl available. 

t FIlrthe< nul ... .., tbe Indo aI BIwno ..... Ki""n in the lost cbapter of ........ 
to ""r questionrWre in V_ III 0/ II ... """,It. 
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better facilities for finance could be provided both the true export trade 
and the transit trade could be increased; but no suitable method of 
effecting this improvement has occurred to us. 

257. Distribution of Imported Goods.-Goods imported by 
sea are sold direct by the importers to retailers in Rangoon and some of 
the larger towns, especially in Lower Burma ; but a larger part of the 
goods imported by Rangoon firms reaches the retailers' through the 
hands of merchants or commission agents, of whom most are Indians but 
some are Jews, Armenians, Chinese, Burma Moslems * or of other races. 
A number of such people who distribute the goods imported by 
European firms are found in Rangoon, 'Mandalay, Bassein, Moulmein 
and Akyab, which may be regarded as entrepot towns for the regions 
surrounding them. Sinularly the goods which come over from China 
are distributed chiefly through merchants in Mandalay, and those from 
Siam through merchants in Moulmein. 

258. In the small riverine and railway towns, served from these 
entrepot towns or direct from Rangoon, are to be found a number of 
retailers who also act as wholesale suppliers of village shopkeepers and 
bazaar stall-holders, and obtain their supplies of imported goods direct 
from Rangoon. Canvassing on behalf of Rangoon merchants for orders 
of these suppliers by means of travellers has increased considerably in 
recent years, and is one of the reasons for the great increase of imports 
of tinned milk, cigarettes, electric torches, scents, cosmetics, small 
electric lighting plants, hardware and several other classes of goods. 

259. Tra,de in Burma Produce.-The internal trade of 
Burma, apart from the distribution of foreign imports, may be divided 
broadly into four sections: 11) the marketing of agricultural produce 
and fish; (2) the marketing of the products of cottage industries; (3) 
the sale of goods produced by factories and (4) 'other trade, wholesale 
and retail. Generally all these four sections are less welf provided with 
credit facilities than the import trade; and this i9 due in some measure 
to the fact that the goods are dealt \\ith in smaller quantities and are 
less constant in description and quality than the imported goOds. 

2~O. Agricultural Produce and Fish.-The marketing of the 
principal commercial crops has been described in the preceding chapter. 
The supplies needed by the local population are pro~ided partl}' by the 
brokers or merchants bot mainly by special dealers with a knowledge of 
the tastes of the Bnrmese consumer . For example, there are some 
hinds of rice grown almost solely for consumption in restricted areas . 

• Burma Moslnn is the description of themselves preferred br the ofl'~rring of 
Indian Mussalmans and Burmese women: another name is 2erbad,. but 'I Bunna 
LI.lSlem .. svmetimes includes Arakan Mahomedans as weD. 
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Many of the upcountry. rice mills are largely or mainly engaged in 
millinR rice for internal consumption-a business which has been 
increasing rapidly in the last ten years. Sesamnm, groundnuts, gram, 
cocoanuts and palm. sugar (kyanlaga) are dealt in by Burmese, Indian 
and Chinese traders; wheat and potatoes mainly by Indians. There 
Is a large trade in fish-fresh. dried', and salted-and in fish·paste (ngapr1 
which is mainly in Burmese hands. 

261. Products of Cottage Industries.-The products of 
cottage industries, such as reed mats, bamboo mats, ba.kets, silk or 
cotton piece·goods, pottery, lacqnerware, Burmese harness and 
wooden slippers, etc., are marketed by traders, mainly Burmese and 
Chinese, who specialise in each of these lines. They give orders for 
Roods, make an advance for materials or supply them on c~edit, and 
call for the goods when ready, arranging their own transport by road 
or water. It is noteworthy that the initiative usually rests with these 
merchants; that is to say, the village craftsmen and their families as a 
rule do not make for stock. but remain idle except when they have 
received an order from some trader. Attempts to encourage cottage 
industries by co·operative financing and sales societies have had only 
temporary and sliRht success; the amount of sales effected throuRh 
co·operative societies is insignificant compared with the total amount 
of production. 

262. Products of Factories.-The modern large scale industries 
have each Uleir own method of disposing of their produce. The big 
sawmills export most of their first and second class timber and dispose 
of their third dass timber and .. waste" by auction to Chinese and 
Indian traders: and there are many small sawmills producing wholly 
for internal consumption who sell throuRh Burman Indian and Chinese 
retailers. The large oil companies (the Burma Oil Company and the 
Indo-Burma Petroleum Company) each have their own organisation of 
authorised dealers for disposing of kerosene petrol and lubricating oils, 
and such dealers are found now in every town and in many large villages 
throughont the area of our enquiry. The dealers must pay for their 
supplies before delivery, and accordingly require a capital of Rs. 500 to 
Rs. 25,000 or more, according to location. They give credit both to 
retailers and to cnstomers who purcltase for their OW1\ co1\snmptio1\, the 
laller being chiefly motorists buying petrol: and they generally collect 
their does once a month, although in a few places retailers have to pay 
weekly. The dealers often have some capital of their own, but must 
practically always borrow more from ChettiaN, paling 1'25 to 2 or more 
per c.:'Jlt per mensem according to circumstances. The Chettiars also 
assist them in remitting money to Rangoon to pay for their stocks; but 
most senj by l'e!(istered insured post or through the government 
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remittance system or by money-order, and ill some places where they 
have many custome:-s who have banking accounts in Rangoon tbey are 
helped in making the remittances by being paid by cheques and by 
giving cam lor cheques. They send the cheques to Rangoon to be 
credited to their aeeomtt with the teliner .. * 

263. The _a11et factorieS usually sdI their pcoducts both direct to 
shop-keepers and through middlemen, who, if they are not in the 
neighhourhood of the factory, have usually to pay cash against railway 
receipt or mate's receipt. Ordinarily the value-payahle post is used for 
this purpose, as consignments are not ordinarily worth mOre th~n can 
be collected by this post. 

264. Credit enjoyed by Wholesale Traders.-The large 
firms and companies, many of them European, with large capital 
resources of their own, are customers of the Imperial and joint-stock 
(inclnding exchange) banks and finance themselves by overdrafts or 
cash credits and by discounting export bills, that is to say, bills of 
exchange drawn to obtain payment for goods exported. At the other 
end of the scale are wholesale traders in a small way of business; these 
generally have a little capital of their own and supplement it by baying 
on credit as described below for retail traders and by borrowing. 
They borrow from Chettiars on the seentity of land or house property 
or gold when they have these available and in other cases on a promis­
sory-note. Chettiars are sometimes unwilling to lend to these small 
traders on promissory-notes when they have no property; resort must 
then be had t6 other moneylenders and rates of 2 to 3'5 per cent per 
melisem paid. 

265. Most of the wholesale traders are between these two extremes. 
They generally own a large part of the capital they require, and they 
supplement this by buying.on credit and by borrowing. Rangoon 
importers generally sell On credit only to large wholesalers in Rangoon, 
commonly taking from them promissory-notes payable after one, two or 
three months ; other wholesalers must generally pay cash or deal with 
one of these wholesalers in the way described below in connection with 
retail trade. Borrowing by wholesalers is generally from Chettiars ; 
but Chines" often borrow from Chines~, apd in Prome and Monlmein as 
well as Rangoon some borrow from Marwaris. The Chettiar rates of 
interest are as described in parilgraph 524, a well-established trader 
borrowing on promissory-notes "/ithout security at the Dsnal rates for 
secured loans. Marwaris sometimes reqnire it share of the profit in 
addition to intere.st; timber-traders in MonImein pay Marwari lenders 
a coll1lIrission on their turnover. Outside Rangoon little credit is given 
by trade-bills of any kind. Upconntry traders buying local produce and 
despatching it to Rangoon generally sell to a local Chettiar bills payable 

• Compare patagraph 380·, 
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at sillht and drawn upon the consignee, who is generally the trader'i 
principal or agent but may be a purchaser of the produce; the Chettiar 
chariles 2 to 5 annas per Rs. 100 according to the time that will elapse -
before the bill reaches Rangoon for collection. Snch bills are chiefly 
drawn by Chinese Iradera and to a.smaller extent by Indians; Burman 
traders make little use of them. 

266. Retail Trade.-Retail h'ade in l<angoon is carried on by 
European, Indian, Chinese and Burmese shopkeepers and a few Asiatic 
Jews, Indians predominating. The Burmese sell chiefly fish, fruit, 
flowers, vegetables and goods required only by the Burmese section of 
the population, but other dealers al~o seU all these. There are several 
large covered markets owned by the Surati Bazaar Company and two other 
companies, and by the Municipal Corporation. The Surati Bazaar and 
the Central Municipal Market (caUed the Scott Marketl each have many 
hundreds of stalls, held by stall. holders ranging from well·ta-do Indian 
cIoth merchants to poor Burmese women selling fish, fruit or cheroots 

. 267. In other towns the retailers are Indians. Chinese and Burmese 
in about equal proportions, with a tendency for Indians to predominate 
in numbers though Chinese often surpass them in size and importance 
of business. In the larger villages there will be found two or three 
Chinese shops and one or two Indian shops; In smaIler villages which 
have only one shop It is pretty sure to be Chinese. Most towns and 
important villages have a covered bazaar belonging to the local munici· 
palit~· or other local authority in which there are a number of stalls and 
also a number of selle.'S who have no regular shop but have a smaIl 
slock of fruit, flowers, vegetables, fish and other things on small 
b.-unboo trays which they place in front of themselves as they sit upon 
the ground. The latter class are known as .. daily bazaar" seUers and 
pay a small rent for the d.'\y; some are only casual seUero, but some sell 
every d.'\y the bazaar does business. Some daily bazaar seUers are the 
'wives and d.'\nghters of cultivators or fishers selling their own or their 
menfolk's produce; sometimes they are only dealers bu~ing from the 
producers. In Mandalay Burmese, Chinese and Indians all take 
.considerable part in the retail trade both in the town and in the bazaar· 
The bazaar consists 01 a series 01 substantial covered buildings' and is 
remarkable lor its size in proportion to the town; it serves as a general 
emrorium lor Upper Burma. Amongst its stall·keepers Burmese 
predominate. In Uppec B.mna e\'e(y fifth day is commonly the 
recognised bazaar·day when most business is done; on other days 
there Is often little going on. In most Lower Burma towns the days 
are gener.illyall alike. 

268. Credit Riven by Retail Traders to Customers.-ID 
RaJlROOO and its neighbourhood many shopkeepers do not give credit 
at all: others seUing rice. Tegetab1es and other daily requirements 01 a 
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household, and some who sell cloth and clothing and other manufactured' 
goods, give it to regular customers, especially to clerks, mechanics, 

- domestic servants and all sorts of labourers who have a regular monthly 
wage. It is common in towns for one-fourth to one-third of a shop­
keeper's sales to be on credit, accounts being settled monthly. In 
villages the shopkeepers sell on credit during the crop-season, expecting 
payment at harvest time. The principal shopkeepers in the villages are­
the Chinese. These sometimes take security in the form of jewellery 
or a mortgage of the crops or of land. They get much of their stock 
on credit from merchants of their own race in Rangoon, and often 
undertake some p,!-ddy trading at harvest. They buy paddy generally 
in small lots at a little below the price paid by other dealers for ordinary 
lots, and often settle a customer's account in this way. By accumulatinlt 
a number of small lots they are able to get enough to sell at the current 
market-price., 

269. Credit enjoyed by Retail Traders.-European shops, 
and in Rangoon the larger Indian shops, have accounts with the joint­
stock banks. Other shopkeepers supplement their own capital (some­
times very small) (0) by credit granted by wholesale dealers and 
commission agents, (h) by loans or fluctuating advances (overdrafts on 
current account) granted by Chettiars or other Indian moneylenders or 
occasionally Chinese. The .wholesalers sell to others who are only 
retailers or are both wholesalers and retailers, and commonly give credit­
to regular customers of either kind, though small retailers can generally 
get credit only from a local wholesaler who is closely acquainted with 
them. In certain lines the wholesaler only gives credit to purchasers 
who get all -their stock through him. Usually payment for credit­
purchases is expected within three months; but sometimes the period is 
shorter. On the other band Chinese dealers in Rangoon often expect 
payment only in the next March, when the paddy is being sold. 

270. No shopkeepers, other than European and a few Indian firms. 
borrow from joint-stock banks and few borrew from co-operath'e 
banks or societies, Most retailers have provided part at least of their 
stock by means of a loan raised from a moneylender, usually a Chettiar_ 
For such loans it is usual to give security by depositing gold or jewellery 
or mortgaging a house or land or finding a guarantor; but well­
established shopkeepers -often get loans without specific security, The 
Chettiar is able to keep himself acquainted witb tbe state of his 
customer's business, Whether security is given or not tbe borrower signs 
a promissory-note. In Rangoon and some of the larger towns tbe larger 
sbopkeepers have current accounts with a local Cbettiar; tbe sbop­
keeper pays in each evening his takings of tbe day and draws out from 
time to time the cash required for bis purchases of stock and for bis 
living expenses, In this ,,-ay tbe sbopkeepers, besides avoiding tbe 
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risk of keeping cash on their premises, have the advantage of paying 
interest only on the actual debits of their accounts; every day when 
they pay in more than they take out they reduce the sum on which they 
must pay interest. Some shopkeepers take· loans on the system des­
cribed in paragraphs 274 and 275 .. 

271. Besides Chettiars the moneylenders who finance shopkeepers 
. are Chinese, Burmese and Indians other than Chettiars,-for example. 
Tamils, Moplns, Chulias, Bengalis, Suratis, Marwaris, Punjabis and other 

northern Indians. In 
Bhamo and Sagaing' dis-

Pego Sagaiog 
Race. District. Di.trict. tricts Shan-Burman money-

Burman. . .. 
Shan-Burmans 
Chettian ... 
Other Indians 
Chines~ 

Total 

... : 
20 

40 
10 
30 

100 

7'S 
5 
5 

15 

100 

lenders also are numerous. 
In the marl(in are shown 
estimates received from 
two widely. separated 
districts of the percentage -
of persons of each race 
enl(aget1 in lending money 
to shopkeepers. 

272. The rates of interest charl(ed by Chettiars to shopkeepers are 
from Re. 1-8-0 to Rs. 2 per Rs. 100 per month in Rangoon and 
Mandalay, Rs. 1-10-0 to Rs. 3 in Bassein, Rs. 1-12-0 to Rs.3 Or more in 
Myingyan. For small shopkeepers, borrowing only Rs. 300 or Rs.4OO, 
r,ltes of Rs. 2 to Rs. 3 per month prevail in most towns. Large shop­
keepers borrowing Rs. 1,000 or more pay Rs. 1-8-0 to Rs. 1-14-0. 
Interest is payable monthly. So long as it is paid promptly the loan is 
usually allowed to run for an indefinite period until strinl(eney in the 
money-market, a chanl(e in the dehtor's circumstances, or the change of 
an agent or ",viner in the Chettiar firm mal..-es it desirable to call in the 
loan. The demand for 1000I1S on the part of retail traders increases in 
September and reaches a maximum in December, JanUll11' or February. 

273. Stall-holders in municipal markets and in odd places wherever 
they eml find a location are a special class who pay heavily for finance. 
The !treat majority of the stall-holders in the Rangoon markets are 
working on borrowed capitals. The IarI!e are financed by Chettiars and. 
by wholesale dealers who sell goods to them on credit; the sm.'I1ler 
by other I ndian or Burman mone\·lenders. . . 

:IN. In many places small staU-holders borrow money on the S)"Stem 
of d"i1~' repayments kno\\'Il as ne-'-''dIl-dO or .e.'y<U<-~ Loans under 
this system are usually exact multiples of Rs. 10. At the time of 
issuinl( the Io. ... u one-tenth is kept back as interest, and an agreement is 
made for the remainder to be repaid by a certaio nomber of equal" 
daily payments, which are alwa)"S a nomber of whole rupees. GeoeraIly 
the period of repayment does DOt uc:eeci a month. but sometimes it is 
stretched to forty dars. Thus. if a loan of Rs. 10 is taken. onJ~' Rs. 9 
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will be actually given and one rupee will be paid back daily for ten 
days; if a loan of Rs. lOO.is taken Rs. 90 will be given and three rupees 
.will be paid back dail:l' £or thirty-three days and one rupee more at the 
·end. Loans range from Rs. 5 to Rs. 150, -but are usually below Rs. 50; 
in some large places however loans of three or four hundred rupees may 
be taken on the similar· plan described for Rangoon in the next paragraph. 
In some places loans of this character are granted by Chettiars as well 
as by Burmese and other lepders; in other places the Chettiars leave 
ihis business to others. 

275. In Rangoon, where these loans are described by the Indian 
term kisti, none of the larger Chettiars are concerned with them, and 
-even the small Chettiars do uot trouble about very small kisli loans. 
Two systems are in force there, one for daily and one for monthly 
payments. For daily payments the usual period (in Rangoon) is a 
.hundred days; sometimes the period is as little as 60 or as much as 120 
·d!iys. The usual size of loan is ·Rs. 100 to Rs. 500; there are a fair 
number of loans up to Rs. 1,000 and even a few above Rs. 2,000, while 
some Chettiars occasionally go as low as Rs. 50. Interest is deducted 
'from the loan at the time of issue. The daily kist is a whole number of 
rupees arranged to complete repayment in the agreed period. The 
Chettiars have a collector going round the bazaar every afternoon to 
-collect the payments. For monthly payments the usual period is three, 
rour or five months, but sometimes the period extends to ten months. 
The usual size of loan is R .. 400 or Rs. 500; ordinarily Rs. 1,000 is the 
maximum, and loans below Rs. 100 are rarely taken in this way. 
Interest is deducted at the time of issuing the loan, and the repayments 
'lire equal instalments according to the number of months. Loans for 
daily repayment are arranged so that borrowers pay an instalment from 
each day's takings; they are not used by traders of good reputation and 
standing, but keepers of small shops and of road-side stalls often have 
no cheaper s~rce of credit, and for a large body of traders they are the 
normal or even the only source. The monthly system described is also 
used only by people who cannot get better terms; traders who have 
the Che1tiar's confidence take loans for repayment bv as many as ten 
monthly instalments but pay ciach month the interest on the outstanding 
for the previous month. The deduction made for interest is said by 
Chettiars.. to vary from 1'0 to l' 5 per cent per month reckoned on the 
whole loan for the wbole period, the rate depending upon the risk of 
delay in repaying estimated for the particular borrower; but enquiries 
amongst borrowers showed that even reckoning on this basis higher 
Tates of interest are charged both by Chettiars and by other lenders. 
"()rdinarily for a loan of Rs. 1,000 for 100 days to a good customer 8 per 
cent seems to be deducted from the loan, while for a customer in a 
small way of business to whom only a smaller loan would be given the 
deduction might be 10 per cent. A deduction of 8 per cent for 100 
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days is equivalent to 2'43 per cent per menoem reckoned on the whole­
loan for the whole period. Enquiries amongst staU-keepers showed 
cases of loans of 120 rupees for 120 days with Rs. 20 withheld for • interest andevenofloans of 60 rupees for 60 days with Rs. 10 withheld; 
these correspond to nominal rates of over 4. and over 8 per, cent 
per mensem respectively. In any caSe the true rates of interest reckoned 
on dail)' outstandings must be about double the nominal rate because OIL 

an II. verage the daily outstandin~ is about half the nominal loan, and. 
the real loan is less than the nominal loan by the interest deducted at 
the be~inning. Thus II borrower who gets 92 per cent of the nominal 
loan and repays in 100 days pays interest at about 60 per cent per 
annum on the daily outstandings, while for the other loans quoted the' 
rate would be about 100 and over 200 per cent per annum respectively_. 
These rates seem excessive; but the lenders say the borrowers often 
fail to repay re!(Ularly, so that the perioi! of the loan is greatly extended 
(and thl'refore the rate is less than appears) and that allowance must be· 

• made for the expenses of coUecting the daily payments. 

276. Improvement of Credit Facilities for Trade.-For 
all traders above a quite small scale, except the largest, the great 
source of finance is the Chettiar, supplemented by the other financiers 
descrihed in ChapterXlIh.. Rather smaller traders also get finance 
from the Chettiars, and In some places even the daily repayment loans 
of the daily-bazaar sellers are furnished by Chettiars; bot all the 
miscellaneo\\s moneylenders described in Chapter XIV have some part 
in financing the small tradeN. Even here however the Chettiar3 are 
important because they supply a considerable amount of the capital of 
these moneylenders. Natorally' a general development of banking in 
the country, whether by Chettiars or by others, whether by joint-stock 
banks or otherwise, collecting more capital by the accomnlation of a 
large number of small deposits, wonld be of use to trade ; and if banks 
of any sort could Once be established on a basis permitting the finance 
of trade at a considerably lower cost than now,there would inevitably be 
an increase of trade which would provide more bnsioess for the banks 
and make it continually easier for them to meet their espenses and 
carry on until they becaloe self-supporting. It is however the fir.t step· 
that counts. As we shall have to point out in other connections in this 
report. although the collection of deposits is the road by which this 
de\'elopment is to be reached e\-entua11y, there is 00 hope of any 
deposits being obtained until the baoks have already m.lde considerable 
PfO!,.'ress. We shall endeavour to attack this problem iu Chapter XIX-

277. Meanwhile, both as a preparation for a more widely exteoded. 
banking system :wd as a means of making better use of the existing 
banks, the increa:>ed o.s of bills of exChange (hnodis) wonld be of 
ad\·allla!..'C, as it would connect the tradt; of all parts of the country with 
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important supplies of capital. Bills enable the trader to obtain capital 
in such quantities and at such times as his business requires. The 
present system of lendi,ng on promissory-notes has the disadvantage of 
increased difficulty in keeping the total volume of credit in proper 
relati'ln to the volume of trade so as to avoid both inflation and 
deflation The banks in Rangoon watch carefully in granting their 
credits to see that, although their advance, mly not be associated one 
by one with particular trade transactions, they are in fact genuinely 
advances for trading purposes; but the volume of credit is not so well 
.controlled in this way as it would be with a system of genuine trade­
bills. Where a trader would have to discount a number of compara­
tively small bills the cash credit system is convenient to both the bank 
and the trader; it reduce, the b;>ok-keeping of the bank and it lets the 
trader off with intere,t on the daily balance of his advance instead of 
.costing him interest on a fixed loan. The trader would have the same 
'advantage if each bill corresponded to a definite transaction, as his 
advances would thus always be approximately equal to his requirements; 
but for this an intermediary is necessary between the large banks 
-and the very small traders. The best solution depends npon the rise 
of a class of acceptor. of trade bills; and it is probable that if a 
sufficient volume of bills Came into being the acceptors would also 
appear. But the bills must incr.!ase in nnmber first, and that increase 
is difficult to bring about at pre.ent when there are no local banks and 
the Chettiars, with all their command of capital, have it already fully 
employed. As before, it is the first step that ~onnts; somehow or 
other banking must be extended and carried on for some time. After 
thatthe system of finance by bills would grow up naturally and assist in 
.carrying on the banks. On this point we refer the reader to paragraphs 
335, 339 and again to Chapter XIX, especially paragraph I!07. 
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CHAPTER IX.-CREDIT FOR INDUSTRIES. 

278. The Indian Industrial Commission.-Theproblem of 
financing industry in India and Burma was studied in 1916-18 by the 
Indian Industrial" Commission which paid particular attention to the 
financial difficulties experienced by industrialists working on a small or 
medium scale. It thought there was need for industrial banks, but did 
not decide definitely; it proposed that an expert committee should be 
appointed to consider what additional banking facilities are necessary for 
the initial and for the corrent finance of industries, and how they should 
.be provided. The kind of bank which the Commission cOlltemplated was 
a bank which could keep in touch with smaIl industrialists, would be 
able to estimate the prospects of a fairly extensive range of industries, 
and would possess funds which it could afford to lock up for a time in 
securities not readily re."disable. The larger portion of its industrial 
business w~ to consist of the provision of current finance ; it was to 
provide fixed capital with caution. But the bank was to do ordinary 

_ banking business too, because otherwise it would not get a sufficient 

'. 

return on its capital. -

279. Current Finance and Fixed Capital-This distinction 
between current finance and fixed capital is important. Advances to 

. an industrialist for current finance are repaid within a short period, 
so that the bank making them is able to control its risks by 
keeping a due degree of liquidity in its assets. The provision of 
fixed capital means granting loans for an indefinite period ; usuaI\y 
such provision takes the form of underwriting shares, which an 
then held until they can be sold to the public at a remunerative price 
.The shares may be issued either for initial capital or for an increase oj 
capital. In some countries there are institutions which specialise in pro­
viding fixed capital and are commouly called industrial banks; an example 
is Japan, where the industrial b."lIIk!< obtain their funds by the issue 
of debentures. In other cases the industrial banks are primarily whal 
in England would be called holding companies, taking up Luge blockl 
of shares ; this for instance appears to be the case "ith some Genn:u: 
indu.trial banks, although they often supply the current finance for the 
undertakilll-os they have promoted and discount or accept bills for then 
and do some b."U\ldng work for the public. In France the ba"'llie 
d' ajJa;r($ work similarly and m.ue deposits a matter of secondarJ 
importance and frequently "ill accept them only from foreign bankl 
and from companies which they have established; they use chielll 
their own resources. In Sweden the, commercial banks make Iarg. 
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advances far fixed industrial capital ; but the average ratio af their 
capital ta deposits is 1 to 4 * whereas the correspanding ratia in 
England is 1 to 13 and in the United States af America it is 1 ta 7. In 
1913 the Swedish ratio was 1 ta 2'6 and the present tendency is towards 
·reaching that level again. It is mareover a special characteristic af 
Swedish banks that their deposit. are largely permanent investments af 
saved capital. Austria was befare 1914 the country in which the 
cammercial banks taak the greatest part in supplyin~ fixed capital far 
industry ;. the banks farmed underwriting syndicates far the issue af 
industrial shares which they retained· until they faund a favaurable 
apportunity ta &spase af them, financing the transactian by [he issue af 
debentures. Since 1920 there has l>een in mast cauntries a general 
tendency far banks ta make larger advances far the fixed capital af 
industry than before ; but it is tal' early yet ta see the outcome af this 
tendency after' the special drcumstances resultinll fram the war af 
1914-18 have disappeared. In their annual reports far 1929 faur af 
the five leading bank-chairmen of England mentianed the matter and 
agreed that thase banks which are mainly deposit institutians are farbid­
den by their duty ta their depositorsta supply industry with fixed capital 
an a cansiderable scale ; this capital must came from the permanent 
savings of the country. The formatian of new institutians to facilitate 
the supply of fixed capital was su~ested ; and such institutians have 
already been started this year as the Securities Management Trust, a 
subsidiary af the Bank of England,. and the Bankers Industrial Develop­
ment Company of which the Governor of the Bank of England is 

. chairman. The issue by banking campanies of debentures has aIs9 been 
suggested as a means af raising the capital required to supply the fixed 
capital of industry. These developments in England, as well as the 
examples given above from other countries, illustrate the general 
principle that banks which supply fixed capital must either have a very 
large paid-up capital into proportion their public liabilities or hold for 
long terms the money they obtain from the public. The Indiao 
Industrial Commission recognized this in advising caution with respect 
to the provisiOn of fixed capital by the banks it praposed to form. 
But it is particularly for the supply of fixed capital that special institu­
tians are required if they are appropriate at all ; current finance is 
supplied tolindustry radily all over the world by ordinary deposit-banks. 

280. Industries in Burma.-The industries emplo)"ing the 
largest numbers af people are those dealillll with mineral oil, timber, 
rice, and all kinds of transport. A distinction must be made between 
in<lustries emplaying large numbers af people on the whole and those 
carried an in large establishments. With the exception of rice-mills, 
saw-mills. rubber plantations on a moderate scale individually and 

• Foreign Banki"g System., by H. Parker \fillis and B. H. _art, 1929. 
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an unsuccessful attempt to· establish a large spinning and weaving­
establishment, Burmans have confined both their industrial organisation. 
and their industrial investment to small undertakings; this has already­
been mentioned and explained in paragraph 1. 

281. Large-scale lndustries.-The industrial establishments­
of the largest scale belong to European firms and companies. The 
industries carri~d on are the winning, refining and transport of petroleum. 
the mining and smelting of silver and lead * ; the extraction and sawing 
of teak and other timbers, rice-milling in the ports and transport by 
river-steamers. (The railway is now managed by Government.) On a 
smaller scale are rice-milling outside the ports, tin and wolfram mining, 
electric-light supply, electric trams, cotton-ginning, rubber growing, the 
collection and export of hides, the manufacture of chemicals, engineer-­
ing and building; these differ from the first group not only in their, usual 
size but also in being carried 00 in many cases by Indians, Chinese or 
Burmans, although Europeans still play a part. The larger establish-­
ments in all the industries mentioned in this paragraph can deal with 
the exchange-banks and the Imperial B:\Ilk of India and other banks. 
and some have access also to the London money-market ; no proposals 
from us for further financial facilities for them are needed. The smaller­
establishments which carryon some of these industries are included in 
those discussed in the rest of Utis chapter. 

282. Other Industries.-Industries on a smaller scale are 
numerous and varied; a list made in about 1921 showed no fewer than. 
136 separate industt'ies, and even so was incomplete. They ioclude 
industries carried on in the forest or the fields or on the rivers or il> 
quarries. and industries canied on in buildings: the latter range from 
industries in small factories to cottage iJldustries which may be full-time­
occupations or part-time occupations practised in combination with 
other cottage industries or with awicnlture. In the last case agriculture 
may be, but is not always, the more important occupation; even workers 
who call themselves cultivators sometimes derive the targer part of 
their income from their non-agricultura1 occupations. Some of the­
small industries' supply only local needs: the products of others are 
distributed widely. N one of them make for export, except certain 
cheroot-mali:enI who supply a small number of cheroots to certain. 
European traders in Ranl.'OOn, who export them to London chiefly fOl' 
the u.., of persons formerly resident in Burma. Some to)"5 and lacquer 
work were exported expe~mentally a few years ago : but no develop­
meut ensued . 

• The .u, __ inciustTy is ia lhe S..... States and outside lhe ~&ion 01 our 
c:n~uiry. 

9 
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283. In Lower Burma (outside Rangoon) there are fewer cotta~e 
:and other non-a~ricultural industries than in Upper Burma. The ample 
rains of Lower Burma enable cultivators to live in comparative comfort 
·on the produce of their fields; and commonly ten months elapse 
between the first preparation for cultivation (mid-April) and the 

·completion of the winnowing (mid-Feuruary), a slack period of two 
months occurring in the middle of the ten. Even weaving is no longer 
practised in typical villages; the great development of paddy cultivation 
for export, described in paragraphs 37 and 38 was largely attained by 
the concentration upon agriculture which was invited by the physical 

·conditions and was more profitable than the combination of various 
·occupations with the cultivation of smaller holdings would have. been. 
In the IInirrigated parts of the dry zone of Upper Burma the precarious 
rain-fall makes it impossible for some cultivators to get a living frl'm 

·their land alone, and also permits more industries to be carried 011. In 
the central and northern parts of the Prome district, where paddy cultiva­
tion predominates as in other parts of Lower Burma although the rain­
fall is comparatively small, the holdings are very small and often 
fragmerited, and the cultivation season lasts only about eight month. ; 
there a number of small industries, supplementary to agricultur~, are 
practised, chielly weavin~ fishing and the extraction of cutch and 

·other kinds of forest-produce. Other parts of the country follow one 
·or other of these types more or less closely. 

284. The smaller industries include the smaller establishments of 
some of the industries mentioned in paragraph 281 as al so carried 

·on in large establishments; the most important of these are the 
rice-mills outside the ports, and an account of these will be given 
in paragraphs 295 to 298. Of those which are not represented also 
in the large-scale industries some of the more important are given 
in the following list .:- fishing and huntinj!, cattle sheep goat duck 
.and fowl rearing, dairyinj!, silk and cotton weavin~ (including the 
weaving of Sban bags), dyeing, tailoring, sewing (almost entirely by 
machines) for clothes and household requisites, carpentry, house­
building, furniture-making, mattress and pillow-making, cheroot-making, 
making of lacquer-ware. rope-making,J;barooal-bnrning,. salting and dry. 
ing of fish, making of fish-paste, tbatch-making, basket-making, weaving 
·of bamboo mats, weaving of reed mats, iron founding, tbe work of 
.blacksmiths, goldsmiths and silversmiths, the manufacture of iroD 
trunks, brass and bronze casting, quarrying of various minerals, brick­
making, pot and pipe-maki~, pressinj! oil from _amum and ground­
nuts, the extraction of oil from citronella (lemon-grass), soap-making, 
,umbrella making, sculpture, ivory and wood carving, glass mosaic work, 
making musical instruments, making paper lanterns, cutch, jaggery and 

• Some interesting accounts at a number of particular in~lI'ies. including the 
way in which they are 6nanced. arc to be found in Chapter III of the third yollllDO 

-of this report and the appendix 10 thai chapter. Su Volume III, page 337. 
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..rut boiling, manufacture of matches, bead and rosary making, watch­
:repairing, book-binding, leather-workilll!, the extraction cutting and 
polishing of precious stones, jade-workinj!, boat-building and repairing, 

·cart-making, tanning, paper-making, saddle and. bridle.maklng, making 
of artifici",l Bowers, making toys of tin-plate wood or papier-mache, 
. winning petroleum from hand-dug wells, making Burmese sandals ~ith 
sales of wood leather or rubber and uppers of leather or velvet, the 
preparation of sugar from sugar-cane or palm-juice, the manufacture of 
ice and mineral waters, the making of rice-maccaroni (Illohingal and 
.cooking of various kinds. Some comparatively new additions to this list 
as cottage industries are printing by small presses, repairs to cycles 
motor-cars and motor-launches, building motor-launches (Qftell witb 
·engines from old motor-cars) and the making of match-boxes frolll 
"Veneers suppJiee! by a match-factory. 

285. Silk-weaving is of special interest' in Burma. The cloth ill 
much used by the people for clothing and has a good local sale. The 
seat of the industry in Upper Burma .is at AlllIIrapura and in Lower 
Burma at Shwedaung. The industry has rec~ived encouragement and 
·support from Government by the introduction of improvee! looms . 
. Some progress has been made in the local breeding of the silk-worm, 
.but religious prejlldiCll!! have impeded this. The great bulk of the raw 
material comes overland from China ane! Siam; the value of this import 
lor the year 1924-25 \vas over twenty million mpees (2 crores). 

28c>. None of the industries confiued. to cottages ane! small !lsla\).. 
.lishments gives OCCUpatiOIl to large numbers. The texiile industry is 
one of the Jl1081 important; yet for all its branches tngether, including 
Jlinning spinninj! \\'eaviRl! dyeiRl! and other operations fnr cotton sil~ 
;md other m'lterials, we estimate, on the basis of the ccnsns . of 1921. 
that not more tban 8.000 males and 120,000 females are employed in it 
In their houses besides 1,575 males and 86~ females in smaII factories. 
-Of the females probably 100,000 were part-time wor),:ers, many of 
whom jtlIYe only a comparatively small part of their time to weaving 
.and wert: largely engaged in honsehold u·or),:. 

;!87. COltaae and Factory Indl1litriell.-B¥ a f~tory .... 
undersllll!.d au industrial establishruent io which ten 01' IDOI'1I peNGO. 

are employed, this being the <Iefioitioo used in the ldecennial /lIl!lSIIS. • 
10 a cottage industry the u'Ol"lt may bill carried OD in the home bv a IIlIIO 

or \\'omao, boy or girl. alooe, or by a family group, or it may be carried 
01) in a \I,orkshop, either in thl: borne or elsewh ..... by • l!lilllter PC 

mi$lre$S \\itb paid dsistants from outside: the family ~ than ten ill 
uumber. Some of the indooc industries mentioaed above.!"II c:anied 

.t t,; • <;;; tal 1i "Q, e:s _ .4 _ . ;= * 
t The IIldian I'adIIriea Act appliw ia.8unDa to _i>II_ wiIII .... 1w or 

.....,.. _ploye .. and 10 aU....ach l&dori .. etuploy;nl' len 0<"'_; as a UlIltcr 01 
Jao:t theN ..... DOW DO !DOlch _cmpioym&"'" __ 17. . 
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on only in factories, some only as cottage industries; some are carrie( 
on occasionaIly as cottage industries and occasionaIly as factol1 
industries. Some factory industries are carried on wjthout mechanica 
power. Until recently cottage industries rarely if ever used mechanica: 
power; but the development of smaIl internal combustion engines hm 
enabled many smaIl motor repair-shops, saw-pits and other undertak· 
ings to use it. In most places electric power is not available durin~ 
the daytime; but in Rangoon and a few other places where it is avail· 
able it is used by some workshops. 

288. Organisation of small establishments.-The 
small establishments and particularly individuals and small groups 
working on the lines pf cottage industries do not as a rule make 
for stock, but make only to order, having received the necessary 
materials or an advance of money. The practice of not making for 
stock is not entirely due to lack of capital, as might be supposed, but to 
a variety of realions. Uncertainty about marketing the product, as in 
the pillow and ~ttress-making industry of Sale is one reason ; and an 
important reason contributing to this uncertainty i~ that for most 
products of native Burmese industries there is a cheaper and sometimes 
more convenient (though possibly less artistic) imported substitute. 
Household utensils of lacquer-ware, for instance, have been almost 

-entirely replaced by imported articles in earthenware, enamelled iron or 
aluminium ; silk is now entering llpon the same phase through the 
competition of artificial silk and Japanese machine-woven silk. Another 
important reason for not making for stock is the unwillingness of the 
cottagers to take up contracts for continued regular supply. An instance 
of this was furnished by attempts of some large !Ungoon firms to 
ar"lnge a regular supply of Burma cheroots for sale in London. There 
was no question of shortness of capital for the cheroot-makers; suffici­
ent advances were offered. The difficulty seems to have been due to 
inability to organize the business so as to obtain uniformity of quality in 
the raw material and in workmanship and to keep up a regular supply. 
In industries which thus make to order the raw material is generally 
supplied to the workers by a dealer on credit at current prices on condi­
tion that they sell the finished product to him at an agreed price, which 
is sufficiently low to allow bim not only a good rate of interest 
on the cost of tb.e raw material but also a profit on the sale of the 
product. The dealers usually borrow from Chettiars without security 
at 1'5 to 2'0 per cent. per mensem; occasionally taking small loans from 
other lenders. If the dealers have gold to pledge, they can get their 
loans a little more cheaply. 

289. The principal small industries making for stocl< are the cheroot­
making industry and the lacquer industry. The women of mral Burmese 
families are expected to know how to roll cheroots o( the SII' baw-lei! 
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'Variety, and if the family taste runs to se-pyin-leik they must know that 
too: in most families above the poorest grades the cheroots are accor­
dingly made at home. In many small towns there are also people making 
cheroots on a small scale for local sale. But at Danubyu, Allanmyo, 
Mandalay, Moulmein, Rangoon and some other places cheroots are made 
on a larger scale for wide distribution, and include better qualities for 
use by the well-Io-do classes. In these places the principal employs 
local girls to make the cheroots by hand at his house, and h~ bu~'s the 
tobacco and other materials with money borrowed from the local Chet­
.liar or other lender, commonly without security. The highly skilled 
lacquer-work at Pagan and Nyaung-u is carried on by about 25 to 30 
master-craftsmen with the assistance of their families and employees. 
They have capital of their own ; but considerable help has been given 
·in recent years by the formation of a co-operative credit society for 
,their benefit. 

290. Co-operative credit societies have been formed in various parts 
-of the country to assist other cottage industries too. The Government 
of Burma has for about ten years employed an officer as Superintendent 
of Cottage Industries for the purpose of promoting cottage industries 
and improving their materials appliances and technique, and in parti. 
·cular to assist them in obtaining the credit they need ; this officer 
worles in dose association with the Co-operative Department. Be,;ides 
special co-operative societies formed for particular industries there are 
urban co-opemtive banles supplying credit to artisans and small 
industrialists. For all these loans from co-opemtive societies and nrban 
banks the rate-of interest is 1'25 per cent permensem. 

291. Future Credit Facilities for Small Establish. 
ments.-The tinancing .of cottage industries is best done through 
oChettiars or professional moneylenders lending on similar lines, or 
... -o-opemth·e societies. As already related it is receiving the attention 
of the Superintendent of Cottage Industries. The development of 
·co-opemtive societies is naturally obstrncted temporarily by the condition 
of co-operation gencr.uly at the moment (see chapter XII) : but that 
will recover in time. 

291. Small fl\ctoriesobtain ",rrM" ji.UJnctl from Chettiars and other 
professional .monevlenders and banks and would be assisted in this 
matter by the establishment of banks on the lines advocated in the last 
chapter of this report. But Chettiars are not willinl! to supply /i.«d 
•· .. ~lal in the sense defined in paragr .. ph 279, and deposit-banks or a 
bank of issne certainly could not supply it The question is whether an 
indnstrial bank could be established to satisfy this need in Burma 
under the conditions of the present time or the near future. 

293. The only industry in which there are a nUln~ 0£. units of 
considerable size is the rice-milling industry. An industrial bank formed 
for ri~-e,mills ol.,n~ would have too much risk concentrated on OD~ 
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industry ; while it is undesirable for a bank to deal with an excessive­
variety of industries, each making only a small contribution tQ its business, 
it i. necessary for it to d~l with a number of independent activities 
so as to average its risks. But in financing other industries a bank 
working for all Burma would find a profusion of very small concerns, 
falling into a large number of classes, each of which would require 
a different body of knowledge and a watch on different markets. 
while eae h (oncem would afford business for the bank on only a', 
small scale; the bank could not" without expense which would be 
excessive in 'proportion to the business it could do for each of its 
clients, keep in sufficiently close touch with them. If to avoid this 
difficulty a number of smaller industrial banks were formed. they would 
not be able to support the expert management necessary or to appeal 
successfully to the public for capital. When ordinary banks have been 
developed their mamigers may be able to manage industrial banks ",q 

part-time occupations; by that time the second difficulty also may be 
less. But ,this is not possible for many years yet. Promoters of 
industrial enterprises must therefore find capital by appealing to 
persons willing to support them by forming private companies. This 
method has been found practicable in Burma and has been pre-, 
eminently successful in the United Kingdom, and indeed is the usual way 
of starting small enterprises in most countries. When a capacity for 
successful work has been shown, an appeal can be made to the public 
for further capital. If sufficient undertakings reach this stage there will 
be room for an industrial.bank to help float the new companies, ana 
later perhaps to help the successful ones to combine. Bnt the time 
for such a bank does not yet seem to be ripe. 

294, In new industries, which offer good promise of future develop­
ment but have not been tried, there is room for pioneer work by 
Government, as was done in the case of the rubber industry in Mergui.. 
But the direct or indirect supply by Government of fixed capital in 
ordinary cases is inadvisable. 

29,5. Rice-MilIiog.-The growth and spreail of the' rice-milling 
industry has already been described in Cb."\pter II. In recent years the 
outstanding feature of its development has been 'the rnpid growth in 
the number of rice-mills along the railway-line and the main waterwar" 
especially in the delta, Almost all of these are owned by Burmans. 
Indians and Chinese. According to the last census report there were in 

• 1921 only 388 rice-mills altogether in Burma, and the ownership of 
these was classified a. follows :-European 45, Chinese-53, Indians 61. 
Burmans, Karens and other indigenous races 224. Mills owned by 
Europea~ are found only in the ports and are all large mills; of a total 
of 50 mills in Rangoon in 1921. 15 were European. The Burmese. 
Indians and Chinese mills outside Rangoon and the ports are small; bnt 
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they make up for the smallness of their individual millfng capacity by 
their number. The large profits earned at one time stimulated· 
th .. erection of new establishments until the milling power exceeded the 
demand, and in the last few years millers have had a ·hard struggle 
which is still going on. A small rice-miller in a rura1tract has an 
advantaj(e over a miller in the ports· because he eaves the freight of the 
husk to the port. His expenses are generally also on a smaller scale· 
except in obtaining finance i and he has a decided advantage in buying, 
as he is in closer contact with the producer and can secure as a rule, 
better and mo,'e uniform qualities of grain than millers in the ports. 
These get quantity rather than quality, 

296, Current Fin~nce for Small Rice·MilIs,-The rice· 
mill. other than those larlle mills in the ports which have jlccess to the 
large banks are generally financed by Chettiars ; some are financed by 
private individuals, some in Rangoon by the Chinese banks and some in 
the I rrawaddy delta by Dawsons Bank, In Rangoon and the other 
ports and in Mandalay the Chettiars make advances at 2 to 5 annas per 
cent per mensem above the Chettiar current rate; on an averaj(e the 
interest is thus at 12 to 14 per cent per annum in the busy season and 
8 to 10 per cent in the slacltseason, In other places the rate for a loan 
doe. not fiuctuate but is fixed at 1'25 to 1'75 per cent per mensem 
according to circumstances and the season; in the busy season the rate 
js j(enerally 1'5 or 1'75 and for a loan of less than Rs. 5,000 two per 
cent will probably be charged. The advances are made on promissory. 
notes and are ordinarily returned at the close of the season between 
June and September in each year, The amount of workillj! capital 
relillired for one of these small mills during the season, is from Rs, 25,000 
to Rs. 30,000, In the .last three years however, owing to the difficulty of 
millers in making profits, there has been an appreciable contraction in 
the credit given by Cheltiars to rural millers; and, where the latter 
have had no considerable assets besides their mills, working capital haa 
been denied to them, and many have had to close down their milla. 
Those who ~ntinue to work are still numerous and are obliged to do 
more speculative business than formerly. Six or s.:ven years ago it 
was possible for rural millers to keep their mills Roing throughout the 
season by milling for hire; but this is not now possible, Paddy is 
bought to be milled for sale liS rice; and working capital has become 
necess.'U"}' in larger quantities, If the paddy is bought in a continuously 
risinll market the profits are substantial; but otherwise the losses may 
be serious. Rice-millers anxious to avoid' speculation have tried to 
keep U,eir mills going with milling for hire; with this object they have 
financed traders who buy paddy, have it milled and sell it as rice. But 
the capit:1I required for this purpose is consider.Wle and cannot be 
obtained easilr unless the miller owus land which bo can t6ve as ..... urity. 
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297. Dawsons Bank has recently devised a plan for overcoming thi, 
-difficulty by enlisting the co-operation of the miller. The trader, afte. 
£luying paddy,. customarily-stores it with the miller until he wishes te 
sell and then has it milled. The bank advances money to buy the paddy 
and the miller acting as a~ent for the bank surrenders to the bank hi! 
right as bailee and holds the paddy in trust for the bank until thE 
trader's advance is repaid. The trader declares his acquiescence in thit 
arrangement, and the miller in addition to acting as trustee of the banle 
for the paddy accepts joint liabiHty with the trader for the loan. ThE 
consideration for liability as trustee for the paddy and for the loan it 
the willinllness of the bank to finance the miller's customers on the 
miller's. recommendations. The paddy is labelled with the bank's name 
for the purpose of identification, and the ban~ keeps a clerk at the mill 
,to check m~urements of paddy on arri val ; the bank also inspects the 
stocks at frequent intervals. The loans are made for short periods oj 
·one month or less, bnt the period may be extended on reasonable 
-grounds. The bank has the right of sale in default of payment, and 
the paddy may not be milled or delivered without the bank's consent. 
When the rice is sold the trader repays his advance, and the bank 
retllrns the documents of hypothecation to him and at the same time 
informs the miller that the produce is released. 

298. The Bllrmese and indigenous rice-millers have many lessons to 
learn. They are new to the business and have not realised that it 
requires numerous and exaclinll qualifications. Such rudimentary 
notions as the necessity of providing for annual depreciation of plant or 
·of keeping proper accounts have not seriously' impressed them, and no 
thoullht has beel) given to the making of suitable provision for working­
-capital. Most of the mills have been built with the aid of borrowed 
-capital, and the owners have in consequence found it difficult to raise 
funds for current working expenses. Lenders in the circumstances are 
"hary of making advances even at high rates of interest. A good year 
may allow the advances to be r~paid, but a bad year may put the miller 
·out of business and compel the lender to take over the mill. The 
present depression in the rice trade will probably take a heavy toll in 
.this field of indigenous indnstrial enterprise; but a "'a shake-out" of the 
weak men will drive the lessons home and the results in the end may 
be all to the good. 

299. Part-time Occupations of AgricuIturists.-These 
indusfries are to be distinguished from industries subsidiary to 

'agriculture. In the latter the workers may be engaged fuU time either 
for a part of the year or all the year round; their characteristic is that 
-either tbeir raw material is derived Irom agriculture or tbeir product is 
used for agriculture. The part-time or supplementary industrie.. are 
industries in which agriculturists enllage when their agriculture ~ives 
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'them spare time. and they are of great variety and not necessarily 
associated with agriculture. A part-time occupation may occupy the 
worker for part of a day principally devoted to his main occupation, or 
lor whole days in short intervals in the main occupation, or continuousl}· 
lor a season when the main occupation permits. The last kind 
might be found in factories which had a busy season wht'll agriculture 
'was slack; but generally part-time occupations of any kind are pos.ible 
·only as cottage industries in the homes of the workers or in small 
factories without mechanical power. In other cases the overhead costs 
01 the industry are prohibitive. 

300. Part-time Occupations for Owners and Tenants.­
'There seem to be exaggerated ideas about as to the need of supple, , 
mentary occupations for al,'riculturists who' are owners or tenants, In 
most parts of Lower Burma. notwithstanding the common opinion to 
:the contrary.' a cultivating owner or tenant has little time for supple­
mentary occupations. The cultivation of paddy is exhausting, 
Ploughing and transplanting involve heavy work while the feet and 
legs are in comparatively cool mud or water. and the sweating body is 
·exposed to a scorching sun except at intervals when the scorch is 
interrupted by a sudden downpour of cold rain; and all this must be 
. suffered with a body often fevered b)' exposure on previous days to such 
. conditions, The poisons and germs left by numerous biting insects alsO 
play their part in reducing vitality, When transplanting is finished two 
months which elapse before harvesting begins are taken up in repairing 
"lIb'l'icultural implements, boats and carts and in the care of cattle, includinlt 
the considerable bbour of cutting grass for them, Some men with small 
'holdings earn a supplementary income in this period by fishing. 
colleclillj( various sorts of forest produce and in other ways; but most 
bave no time (or this and require for physical recuperation a respite 
from exposure and arduous work. The reaping and threshing season 
is exhausting 8I."'in, a1thoullh its work is not carried on under such 
unfavourable conditions as ploughing, v.'hen it is over the cuiti''lltor 
must stay nem' his threshing·Roor to sell the p.~ddy; meanwhile 
there n~nst be preparation for next cultivating season. and cattle ha,'e 
still to be cared for a little although it is not necessary to cut grass for 
them, Fne! for the next wet season must be collected in some places 
thoUilh in others it is ooUilht, houses must be repaired. manure for the 
ne.'d se'lson's nurseries must be collected, Thus the apparent economic 
waste in the periods of unemployment of cnltivating owners and 
tenants in Lower Bumla generall~' is an illusion; tbe periods are 
periods of recuperation with light employment, and httle time is 
a,-ailable for supplement .... ), occupations, Evel'!l cultivator knows 
he must !Ii,.., his cattle speci:tJ food (oil-cake) durinlt the season of 
stress, and that he can only work them lightly duriDlt the intf!rveniDlt 
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periods if he does not want to shorten their useful lives; his own body 
requires much the same treatment. The increased income from 
supplementary industries, if they were possible, might permit a higher 
degree of physical efficiency to be reached ; but it is useless to think 
men can take up new work after the ploughing and harvesting seasons·' 
without an interval of comparative rest, even if the miscellaneous work 
now done in those resting-times can still be accomplished. 

301. These are of course men with holdings smaller than the average 
who get rather more leisure and are less exhausted; these often find 
employment in carting and the like to compensate, and they do for 
themselves work which others us~ally get done for payment. The same 
solution of the problem is used in the districts of shorter cultivating . 

. , sea,on, such as Prome. There is everywhere a complex adjustment in 
,the amount of work the cultivator doe3 for him,elf in thatching, fuel 
collection and other directions, and in the amount of carting to be done 
to market the district's harvest and in the area cultivated. Advantage 
is taken of a longer wet season to work a larger holding and to specialise 
more in cultivation, paying others to do more of the other work. In 
tJ pper Burma the problem differs chiefly in the way'the active agricul­
tural period is divided up. The -tendency of improved methods in 
agriculture will also be to use more of the cultivator's time ip the 
recuperating seasons, leaving him still less time for independent 
supplementary occupaJ.ions, however light. 

302. Besides the danger of overstrain we see another danger in 
attempting to stimulate supplementary occupations for agriculturar 
owners and tenants. Labour in supplementary occupations is apt to be 
sweated labour, not only under capitalistic organisation hut also under 
domestic conditions. Especially this applies to the women ane! children. 
though it applies to the men too. The horrible exploitation of women 
and children, in the early nineteenth century in the factories of England 
and later in Japan, was a recognised feature of the domestic system 
which lhe factories displaced, though not quite so bad. The women 
and children, it is true, are Dot now fully employed; but their exploita-, 
tion would be a worse evil than exists now. Peasant proprietors in all 
countries must work hard to make a good living; the labouriousness of 
the life of a French peasant, for instance, is well-known. But there is. 
a great difference between working hard for oneself in occupations 
connected with agriculture, carried on in the open air, and being 
sweated through an industry carried on indoors; moreover the evils of 
the latter case are not confined to the sweated worker but infect the 
whole body of the people. 

303. Accordingly we think that so far as cultivating owners and 
tenants in the wet areas are concerned the problem of financing supple­
mentary industries can be set aside. The best Jine of development for 
those drier areas where the cultivator's energy i. not exhausted in his. 
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cultivation is in the broadening of his agriculture by 'closely-related" 
farminM occupations. These must be sought out for each 'locality; as" 
examples we suggest poultry-rearinl( and bee-keeping. Both of these­
could be carried on by women with the occasional assistance of the men., 
and the women would still have time to mend clothes, nurse the sick 
and maintain a bigher standard of cleanliness; comfort and health in 
the homes than now. For men with more time and enerllY unemployed, 
various kinds of l(ardeninM for fruit and vegetables offer an opening., 
Condensed milk is now being, made at Mandalay; but Burnlllns do not 
generally milk their animals. and an average temperature which is about 
the optimum Cor developing germs is not an advantage. With economic 
resources increased in these ways as well as by improved seed. improved 
methods of cultivation, improved organisation of marketing and 
imprm'ed awicultural finance as a background for all these. we look for 
a cultural development. We look in fact for better living to follow 
hetter flU'ming and better business. ,During ten months the agricul­
turist cultivates bis' fields nnd bas neither time nor opportunity for 
anything else: during tbe otber two months when tbe work in his field .. 
is recluced he should cultivate his mind. It is not at all necessary that 
such cultivatibn should be understood in a narrow and stilted' 
Intellectual _ense; indeed it sbould mther be artistic. But the 
opp6rtunity should also be taken for tours of travelling adult schools. 
and for short courses on the model of those in the folk-schools of 
Denmark. teaching amougst other things the improvement of 
awiculture and housewifery. As all would be done in fine weather 
the money to be Slink in fixed capital for these scbools would be' 
comparatively small. 

304. Part-time Occupations for Aaricultural Labourers.­
-The employment of awicultural labourers may be seasonal or casual. 
\\'hile a labourer is employed (or the ploughing season or (or the harvest 
.e.~son be has no use for part-time occupations. If he is employed for 
both the seasons hi. case is the same as that described above for tbe 
culti\';lting owners and tenants. The problem of providing part-time 
occup.~tions arises only (or the seasonal labourer in a season when he 
has failed to get employ,nent aud for those who are always casual 
labourers. Some cott"l(e industries suit these conditions ; e.g. the 
makin!! of nl.~b:b-boxes ne.~r Rangoon_ The materials are in tbe house 
and can be t.~ken up in any idle hour. But (without making any 
implication, as to the present <:ondition of the industry just mentioned) 
it must he recognised that industries cmied on in such circumstances 
are peculi:u-Iy liable \0 exploitation, and not aU occnpations can be 
carried ou in Ibis way_ The problem is in fact to provide whole-time 
pmplo\ment for an uuemployed part of the labourers rather than part­
time employmt"nt (or all, The aim should be to develop indnstries ~ 
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: absorb some of the people for their whole time, subject to some adjust 
.- ment amongst the various industries and agriculture for special season! 
,ju this way the competition for tenancies which forces up rents to 
.level which leaves too little for the tenant to live a human life woul 
I be diminished, while the country would get the benefit of th 
_intellectual quickening which industries always excite. There i. how 
"ever a long way to go before this is achieved; radical changes in th' 
labour supply will be involved, and these will require far-reachinl 

.changes in the system 01 cultivation. In the districts near Rangoon 
for instance, where an immense labour force is hired for a short tim, 

,to reap the paddy, either reaping machinery must be used or new kiIfd 
, of paddy must be grown so that a smaller force can reap in suCCesSiOI 
,different parts of the holding ripening successivc:ly, and if possible th, 
• different kinds should be suitable for milling together. 

305. Industries to absorb Agricultural Labourers.­
o.Industries of some promise are those which would utilise agricul· 
.tural or forest productOl. which are now wasted or of too low gradE 
to get a profitable price when used for other purposes. Examples 01 
.such industries are the distillation of alcohol from paddy straw. the 
.manufacture of paper from rice straw or from the refuse of crushed 
sugar-cane (megass or bagasse) or from bamboo, the manufacture 01 
-starch and toilet powder and paste from cheap or damaged rice. the 
.tanning of hides and the manufacture of leather goods. Owing to the 
,ease in obtaining large supplies of raw material at low cost and to the 
.comparatively cheap labour available, these indnstries would offer good 
prospects of successful competition in world· markets and development 
into larg'l;-scale industry. In addition the increase in the profits of 
.agriculture through agricultural and educational imp~ovements will 
create new wants which other parts of the population can work 
to satisfy. With a view to the development of these industries the 
recommendations of the Technical and Vocational Education Committee 
of 1927 should be taken up again. The initial capital of the industries 
would be provided by private companies. as suggested in para­
graph 293. when large enough .to require that; and experiments by 
Government could be made as suggested in paragraph 294. For the 
private ventures current finance would be provided as noted in 
paragraph 292; that is to say. it would be provided by Chettiars, 

.co-operative sodeties and local ioint-stock banks, all of which could 
;be assisted by the banks which in Chapter XIX we propose should be 
.established. 
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CHAPTER X.-MI~CELI,ANEOUS CRRDI,\,. 

30b. Loans to agriculturists, traders and industrialists have been" 
treated in Chapters V to IX. Loans to labourers. small artisans and" 
salaried workers remain. • 

307. Labourers in the villages fall into two main classes: those "'her 
are employed seasonally for some months at a time, and those who are 
employed casually by the day. Seasonal agricultural employment is-· 
generally in two periods corresponding roughly to ploughing and to"" 
r~aping, each season lasting as a rule for about four months; some­
times the man 'employed for the plonghing season is re-engaged for 
the reaping season and he may stay on without any interval. Well-·· 
skilled seasonal labourers can generally continue to get seasonal engage- " 
menls until their strength fails a little ; but they usually try to forestall 
this by becoming tenants. Others get seasonal employment if they can; 
and look for daily emplo~'ment if they can not ; others again never get' 
anythinR but casual employment. Women labourers are always casuals, 
When not employed in agriculture labourers take lip all sorts of means'· 
to get a livelihood: a characteristic of the Burman is his versatility. 
Casual labourers are paid each day and generally in cash. though­
reapers :md bind~r. in some paris are sometimes paid in kind. The 
wages of seasonal labourers are generally due for payment in kind at 
har"""t, whether th~ employment is for the plonghing or for the reaping 
senson. 

308. Casmll labourers are constantly borrowing petty sums of a few 
'nnnas to carry them over days of unemployment. They sometimes ge\"l 
these free of interest, and sometimes get an advance from somebody 
who will shortly be wanting to employ them. Sometimes the lender is­
another of the same class who happens to be in better luck at the' 
moment. Loons of S. 10 or 20 rupees are wanted sometimes; for 
example to pay the c:lPitation-tax or kl get an outfit for going down to 
an estuary to fish for prawns or up to the forest to cut firewood ; these 
are Rot from villnRer& to whom the borrower is well·kown, and the rate' 
of interest is usu:\lly abo\ll 5 but may be anything from 3 to 10 per 
cent per mensem. Small artisans in villnRes who do only repair worlt 
or have no stock in trade are on much the same footing as the labourers •. 

309. While employed as a seasonal agricultnral L"\bourer a man 
almost invariably lives as one of his employer's household. whether he 
lives in the employer's house or in a tempo~' hnt built out in the 
fields to be near the work. He thns gets his food and tobacco snpplied 
and sometimes Rets one or two shirts and skirts ,to wear. A worn-ont 

, skirt wrapped ronnd his head to prot~t fro~ the SOD is the only othel' 
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.clothing he looks for at working times, though he sometimes owns a 
coarse jacket. If he is a bachelor, and hal! not borrowed from hi, 
employer to buy some finery or an electric torch, he has his padd~ 
,wages due to him at harvest, and gets his employer to sell them in the 
·bulk with -his own paddy and pay ill cash accordingl)' at the price 
received. Thus a bachelor gets along pretty well; but as a rule Nature 

• soon cbastells him with a wife. ~'hen he has a wife or family they 
have to be supported separately as they do not live in the employer's 
·bouse. The \\ife probably does some day-labour herself in trans­
planting paddy or tying sheaves or in weeding (if crops other than 
paddy are gro""11) when she can get it, or sh .. earns perhaps a quarter 

.. of her keep by selling something on a scale smaller than the pettiest 
imaginable by those who have not looked into it ; possibly the children 

,of five or six years old conduct the selling while she is away at work. 
The capital for this may be only eil(ht annas, but it has to be found 
somewhere ; and the balance of the family's \j:eep has to be made up . 

. The labourer borrows accordingly from his employer, taking. advances 
which are set off against his wages at harvest. In the calculatio!,s for 
this the custom varies in different parts. In some the employer, who 

Jean always \:louow more cheaply than the labourer, because he bas at 
least his crops as security and is borrowing for bimself on a Jar!(er 

.. scale, lends to the labourer at the interest he pays himself and deducts 
,the amount due when settling acconJits at harvest. Sometimes a rate 
is fixed as part of the employment contract, commonly Rs. J per cent 
per mensem or Rs. J for Rs. 10 for any part of the season. In other 

.cases one rupee advanced is reckoned as one to one-and-a quarter 
baskets of paddy at harvest· time. These rates depend upon tbe local 
supply and demand, and the reputation of the labourer, and are part of 
.the adjustment of the market-rate of labour. It should be noted that 
.the labourer's payment in excess of the money borrowed is not all 
interest. By laking his payment before it is doe he is also insured 
against various risks such as drought or Bood that might destroy the 

.. crop and leave the employer unable to pay him. 
J 10_ Labourers and small artisans in the towns, like tbose in the 

villages, get petty advances here and there as they can. They are less 
likely to be acquainteej personally with somebody wbo can lend to 
.them; bot on the other han4 there ar. m"!;e people who are Iellding 
regularly to such borrowers. Some of these have borrowe!! malley to 

. c.arry on their mvn busilless ; but they Ielld at a higher rate than they 
pay. In some places the Cbettiars grant these loans ; and in recent 
years the pawnshops have become the ordinary resorts of many people 
f(ll' such loans. . 

311. Salaried workers, typified by clerks but including shop-assistants 
: .mechanics domestie servallts and others, borrow wheR they can by 

, . getting advances of wages from employers. But this cannot always be 
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.aone. Burmese domestic servants then borrow in the same way as 
1Imall artisans. ladian servants working in European or wealthier 
Burman households ancliletting Rs. 20 to Rs. SO a month readily spend 
.Rs. 300 te Rs. 600 in Iletting married; they (or their parents on their 
lbehalf and in their name) borrow on promissory-notes from other 
;Indians, either of their own caste or of another, and undertake to pay 
interest at one or two pice per rupee per month. Often these large sums 
,are borrowed from lenders in India. Smaller sums, such as Rs. 20 to 
.Rs. 50 are borrowed locally in the same way ; but interest is usually 
.one anna per rupee per month. The lender does not generally recover 
so much interest as these rales would yield ; more frequently there is 
.default leading to n decree with interest at 12 annas per cent per mensem 
.on the amount accumulated at the date of the suit and repayment by 
monthly instalments lixed by the court. The most important lenders in 
·towns are Indians of the clurwall and peon class. In spite of their 
,comparatively small pay these as a ciass lend a great cleal o[ money, 
especially to clerks in the same establishments and nominally superior 
.to them there. Government offices are not only not free [rom this 
indebtedness of clerks to menial servants, but afford perhaps the most 
,examples of it. The usual rate of interest is one rupee per Rs. 10 
loan up till next disbursement of salaries. no matter when the lean is 
.taken. . 

312. The custo:n of paying wa~es monthly undoubtedly contributes 
;to the need for credit on the part of town workers, because so few of 
them can retain eno~h capit,,1 to pay their way through each month. 
A system of weekly w3llea would shorten the period for which cr~dit 
is reqnired and would reduce its total amount to) less than one-fourth 
lbecause mnny more cash transactions would aom6 to be made; the total 
amount of credit used now in the last few days of a month' must be very 
Jarge. and by reducing this demand the cost of it would also be 
reduced. Employers millht want credit to pay wages earlier in the 
month thau no\\'; but they would also receive payments earlier for 
goocls sold or services rendered; there woul d in fact be a more rapid 
·turnover all round. Government might set the example for its menials 
.and lower division clerks. 

313. We further briug to notice the example set in New York by the 
personal loan department of the National City Bank of New York.. 
Loans of Rs. ISO to Rs. 3,000 may be granted to any person who earns a 

.reguIar income or has his 0\Vl1 business. Silt per cent is discounted 
from the loan at the time of issue fOl' the bank's expenses and interest, 
80 that a borrower of Rs. 216 would actually receive Rs. 203. Two 
llUarantors are required unless suitable collateral security is given. 
Repayments are made by twelve equal monthly instalments, which in 
our 8.'D\mple would be Rs: 18 each. and tbese are en:dited to a deposit 
accoont beari~ three per o:ot interest compounded moothly. At the 
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end of the year the balance of this aocount is used to repay the loan. 
and the excess (in our example Rs. 2·9b) is paid to the borrower less. 
'a small deduction as a life-insurance premium, the object of which is to­
relieve his family and guarantors of all liability for the loan in case he 
dies during the year. Borrowing to pay medical expenses (e.g., opera­
tion), buy household equipment or clothes, pay educational expenses 
taxes or insurance premia when other emergencies (e.g., a funeral) have' 
arisen, and to meet other financial difficulties arising in every household 
at some time or another is often a socially profitable course. Even. 
careful people who save regularly often find it difficult to meet such. 
expenses without serious disturbance of their investments and are 
deterred from making some investments le.J(., life-insurance) because 
of the risk that such_ expenses may have to be met. We think great 
caution would be necessary at first in Rangoon in working such a scheme. 
but that, if started with carefully selected borrowers and loans­
moderate in relation to their incomes, it could safely be extended 
gradually as other classes learned by contact with actual borrowers 
the necessity!>f observing the borrower's obligations. The scheme 
is new in New York; but in olle year's experience it has been found 
that the average loan th ere was about Rs. 1,000 the average borrower's­
iiicome was about Rs. 690 per mensem and that 97 per cent 
of the borrowers made ,!lood. We note particularly that the loans are 
not confined to the bank's depositors. We commend the plan to the 
notice of the banks, including the co-operative banks as well as the' 
joint-stock banks, suggesting they might find profit for themselves in 
doing a real social service by giving accommodation at reasonable rates 
on these lines; as an experiment they might confine loans to people 
having an inCome of Rs. 250 per mensem or more, and might charge OJ> 

slightly higher scales for loans below Rs. 150 and between that and 
Rs, 300 so as to cover their -bOOk-keeping expenses. We invite their 
attention to the parallel between this retail personal lending and the 
present development of banking for small accounts in Great Britain­
and America. 

314. Most of the borrowers contemplated in this chapter will not 
have access to commercial banks; their loans will always be too small 
for, those banks to deal with. But those banks can be of assistance to 
even the humblest borrower through the intermediation of co-operative 
societies and the better kind of moneylender. Co-operative town banks. 
co-operative societies for salary earners, co-operative societies for 
members of a particular ,!lovernment office or department all exist as well 
as roral co-operative societies; more of all these should be developed. 
following always the principle of preferring quality to quantity. We 
hope to see banks of a commercial type spread over the country and in 
such close contact with these societies that they wiII be able to assist 
them readily with finance. Similarly we hope also to see professionaL 
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moneylenders, working on sound lines with a high standard of integrity, 
acting as intermediaries between the banks and tbose borrowers who do 
not wish to join co-operative credit societies bilt yet have business of 
too small a scale to deal with the ban~ directly_ In Chapter XIX we 
shall make proposals designed to lead the country on to this by establish­
ing a true central bank as a lirst step; in Chapter XVII will be found 
proposals for regulating tl,e business of professional moneylenders, and 
in Chapter XV for regulating the pawnshops which are likely to be the 
ordinary source of finance for many' of the poor_ . 

10 
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CHAPTER .XIA.-CREDIT INS1'IIUMENTS AND DOC(;MENTS OF TlTLIt. 

315. Credit Instruments in common use.-The. cr~dit 
instruments most commonly used are promissory-notes payable 011 

<lemand and hundis payable at sight. Other promissory·notes and 
hondis are also used. Bills of exchange drawn in E~glish are nsed. hut 
are chiefly for transactions in which both parties are European or 
American or one party is a European or American and the other does 
business on a large scale and is mOre advanced in financial matters than 
the ordinary people in his business. It is to be observed that, according 
to the evidence given us from Moulmein and Tavoy, Moulmein bills are 
usually payable on demand while most of those in Tavoy are usanC6 
bills; we think it is probable that in both towns tlte documents are 
generally in the fonn of promissory-notes. It will appear presently 
too that some documeuts, written iu English but spokeu of by hankers 
as hundis because received through a Chettiar or other indigenou8 
finaucier, are really bills of exchauge or drafts, when they are not 
promissorY-notes. Other instruments in common use among indigenous 
bankers and money-lenders are mortgage-bonds, deeds of hypothecation 
and documents relating to pledges of gold or jewellerY, and guarantees. 
We shall retUrn to a discnssion of these instruments and of promissory­
notes and hundis after ~oting shortly upon certain other documents. 

316. Other Documents.-Other documents used to obtain 
credit are railway receipts, mate's receipts, bills of lading, taing-sa, 
delivery orders, warehouse receipts. Railway 'receipts and mate's 
receipts are 'the acknowledgments given for goods handed over for 
transport by railway or inland steamer. Bills of lading are for a similar 
purPose in connection with a sea-going ship. Taing-so are documents 
issued by timber-revenue stations showing the measurements of logs. 
DeliverY.orders are generally orders to a paddy-miller to deliver rice. 
Warehouse receipts are acknowledgments given for 'goods, generally 
paddy, deposited in godowns for storage. All th~ are rather evidence 
of title to property than credit instruments, and they are nscd as 
secnrity for loans. 

317. Mos! lenders refuse to accept railway receiptS and mate's 
receipts as security, and such receipts are seldom transferred. The 
reason is that goods can be obtained from the carrier. without producing 
the receipt, by giving a bond of indemnity; this exposes the borrower 
to a civil suit, but as there is no material security pledged or mortgaged, 
lenders regard the security as insufficient. Some Chettiars bur the 
receipts from a few approved customers who have despatched goods ; 
the receipt is then sent to a Chettiar correspondent in the place where 
the consignee resides and is passed on to the consignee again in return 
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for the payment for the goods. Commission at Rs. 2 to Rs. 6 per 
Rs. 1,000 is charged. the rate varying in different parts of the country. 
The business of this kind is very small. Delivery orders are accepted 
"n a larlte scale by banks and Chettiars in Rangoon and the other ports. 
Warehouse receipts are not in general noe, both banks and Che1tiars 
preferring to have control of tbe warehouse and to have their OWl! Iocli: 
upon it and to keep their own watchmau ; but DawsoM BanI!: uses 
tbem to some extent as described in paragraph 297 in lending on paddy 
-elltmsted. to a miller. 

318. Mortgage-bondS.-The use of mortgage-bonds for secUl'ing 
loans on immovable property has already been described in the 
preceding chapters. Chettmrs irequentl? raise money from banks by 

, iI.sig;,ment of their mortgages. 'This may be done by executing and 
registering an assignment or by handing over the mortgage-bonds to tire 
b:tnk; the latter method is practicable at present only in the ports." 
A su1>mortR'lge ill thus created in 'avout' of the bank ; bot banks in 
Rangoon would ordinarily reluse to accept sub-mortgalles of property 
situated OlItside Rangoon, and lhis is an important factor funiting the 
credit facilities of Chettiars and others as the bulk of their mortgage-­
bonds secure payment on agricultlll'lll land or roral property. The only 
-Chetti>lr concern which could mobilise credit of this description Is the 
Bank of Chettinad, which, as a company. could issue debentures secnred 
on its morll.lages. Banks in RanlloOll. arlt not able to appraise the value 
of aj(ricultural land and other property outside Rangoon; but mortgages 
of thellO in the deltaic districts are acceptable to Dawsons Bank. 
Rangoon banks.re also naturally reluctant in the case of enforcemen' 
·of claims to slIe in courts outside Ranlloon. 

319. Deeds of Hypothecation and Pledges.-Deeds of 
hypothecation are sometimes drawn tIp to secure mone, lent 011 

standing crops or cattle, but more often to secure a loan Oft produce in 
tbe wanary of the borrower. They are not however in common use. 
'Chettiars rely largely on the character and reputation of their borrowers. 
.and where borrowers store grain fOl' a rise in market-prices accommoda­
tion is generally granted in the form of promissory-notes; the lender 
trusts tbe bclnowcc to "'pay OR the sale 01 the produce. If the market 
Roes agaUwt ~ bonowet he i. tempted to dishonest courses and the 
CheUiar may and sometimes does lose his m·)ney. Documents relating 
10 the p1ec4:e of lI:oId or jewellery are invariably taken wben such 
pledges are made with a view to olotaining for the lCAder the right to 
sell the pledge on defauiL Tile document is brought under section 176 
of the Contract Act by fixing a date lor R<icmption and by stipulating 
Ihat in default 01 payment on such date the pledge will be sold without 
any further notice.-

• See panograrllS 733 to 750. 
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320. GuaranteeS.-Contracts of j(uarantee are in common us~ 
among banks managed on western Ii nes, but are seldom if ever employed 
by other lenders in Burma. The contract is a complex and illtricat~ 

document which would not be easily understood either by borrowers or 
by indigenous lenders. Besides, there is no necessity for its use. This is 
not because guarantees are ';ot demanded for the repayment of loans, but 
because guarantors are complacent and are willing to sign documents as 
principals and not merely as sureties for loans granted to the principal 
debtor. It is common to find sureties signing both mortgage-bonds. 
and promissory-notes as principals; the readiness of sareties to com~ 
forward is remarkable. 

321. Promissory-noteS.-Promissory-notes are used for loans 
and for goods sold On credit. In the ports of Rangoon. Moulmein. 
Bassein, Akyab, Tavoy and in Mandalay, Maymyo and Myingyan 
documents are drawn in the form of promissory-notes payable after a 
certain term and are called hundi.; these will be dealt with later in 
this chapter. The towns mentioned will be observed to be the towns 
where western banking is carried on. Outside these towns promissory­
notes are nearly always made payable on demand and are j(enerally called. 
on-demand. in Burmese. The next three paragraphs will be confined 
to these. 

322. On-demands.-On-demands are used in the towns with 
western banks as well as outside them ; European and American bankers 
in those towns and the Imperial Bank of India generally call them D. P. 
Noles as an abbreviation of .. demand promissory notes." Although 
worded to be payable on demand at the will of the lender, aD 
on-demand is generally subject to an understanding as to the time of 
repayment. For an agricultural borrower, for instance, repayment is 
expected as a rule only after a harvest, either the next harvest or with­
out specification of any particular harvest. 

323. Two Common forms of on-demand used in Rangoon and out­
sid~ Rangoon respectively are as follows :-

Rs.2.000. 31st January 1930. 

ON-DEMA.'ln ~e ...................................... jointlyand 
severally promise to par to ................. , ............ or order 
the sum of Rupees Two Thousand only at !l14ce) with 
interest thereon from this date until payment at the rate of 
Rupees 9 per cent. per annnm for value received. with 
quarterly rests. 

FDllr 
0'''1411 SigtItJlure. 
tosta,. 
sta .. , 
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-
Rs.100. 17th August 1929. 

I 
ON· DEMAND W. ......................... II' •••••• jointly and 

severally.promise to pay to .............. 0 ........ , •••••• 9r order 
, the sum of Rupees One hundred only at (Place) with' 

interest thereon from this date at Re. I ann~ 8 per cent. 
per month. 

On, antra Signalu,-•• 
floslage 
Itan". 

324. On-demands are written in all languages. generally in !he 
language used by the parties in effecting the transaction. or, in some 
cases where that is foreign - to both parties, in the language of the 
leRder. Sometimes English is used even where the parties do not 
arrange the transaction in English and have only a slight acquaintance 
"ith it; in the latter case a bilingual form with the Burmese and 
English versions separately printed is usual. Printed forms in Burmese 
or in Burmese Bnd English, with the names. amount and other particu­
lars left to be filled in by hand, are on s,\le in most towns of moderate 
size. On-demands for crop,loans taken by borrowers of the Burmese 
or other indigenous race are always in Burmese or occasionally in the 
Burmese-English bilingual form. In Rangoon on-demands executed 
by BurmnnR are always expressed ill both Burmese and English because 
an English translation is required by COUl'ts in Rangoon in ('ase a 
suit is brought to recover the money. Tamil is also used for transac­
tions amongst Tamils and by some Chettiars in dealing with non­
Burmans. Thus the commonest langlJ.'\ge is Burmese, while English, 
and Tamil are largely used and Urdu, Hindi. Bengali, Chinese and a 
number of others are nsed for a small proportion. All D. P. Notes 
in the European and American banks are in English. When an on­
demand is not in English, the application to it of the Negotiable 
Instruments Act is limited by section 1 of the act. where there is a 
provision that nothing in'the act is to affect any local usage relating 
to any instrument ill an oriental language. 

325. Definition of HundL-The term bnJi is not defined in 
law and it is nsed loosely in commercial and banking circles to mean 
a credit document in any language emanating from or drawn upon 
persons carrying on business according to Indian methods.. Using the 
term in this wide sense, hundis fall into two cia ~ I. namely"., .. iSlS to 
1'&'1 and orokrs to pay. The former dass are JII'OII1i$sory-ootes. The 
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term hundi is sometimes used however, •. g. in the Indian Stamp Act,. 
to include only orders to pay; while some bankers would include both 
promissory notes and orders to pay but would include only such as. 
prose amongst Indian traders and financiers. 

326. In the sense which excludes promissory-notes a hundi may 
I>e defined as a document in any language signed by its maker and 
containing an order .directing a certain person to pay a sum of money 
either (a) to the bearer of the document or (b) to a certain person 
named in the document or to his order. In this sense a hundi differ", 
~rom a bill of exchange, as understood in commerce and defined in the 
iNegotial?le Instruments Act, in that the order is not necessarily un· 
conditional; in fact a bill of exchange is really a particular kind of 
bundi, namely an 'nnconditional hundi, although the Indian Stamp· 
Act !JlVerts this relation by making the term bill of exchange include 
hundis., Since an unconditional hundi in the narrower sense in which 
. . 
th~ term IlUndi is used in this paragraph satisfies the definition of a 
bill of excha"ge in the N egotiaule Instruments Act, it is subject to the 
prov;sions ,of that act relating to bills of exchange if it is written .in. 
English. If however it is written in an oriental language nothing in the 
IIct affects' any local usage relating to. it. (Cf. paragraph 324). 
further, unconditional hundi. payable at sight are either cheques 
.or drafts if the drawee is included in the term b~nker as used 
in sectioll 6 of the Negotiable Instruments Act; but the application 
of the act to these also is limited by local usages 'as above if they 
3re written in an orienta1language. 

327. Conditional hundis are unknown in Burma. Further. if the 
bills of exchange used by Europeans and Americans and a few others 
;ueexcluded'; all hundi. which are in the form of' orders to pay are­
made payable at sight. Thus in Burma the term hundi means a docu­
ments lIrising amongst I ndian or indigenous traders or financiers and 
containing either (al an un<:anditional promise by the maker to pay a 
"ertaiu sum of money after a certain period, not on-demand, or (b) aD 

unconditiollal order by the maker directing a certaio person to pay a 
C\\rtain SUIII of money on demand. III both clas~s the term" a certaio" 
sum of money" means a sum definitely stated in the document without 
"mbiguity or ..alternatives; in both classes too the money may be 
pyable either (a) to the bearer of the document or (b) to a certain' 
person named in the document or to his order, A hundi of either 
class may be written in any language, but the application to it of the 
Negotiable Instruments Act is limited by toeal usage if it i. not written 
in English. 

328. The two classes of hun dis will be called in this report (a)' 
usance hnndis and (b) demand hundi.. As demand bundi. are nsed 
cnly for remittance.., further discu .. ion of them is postponed to the next 
chapter. The remainder of this chapter deals with usance hundi •. 
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329. Nomenclature of Usance Hundis.-Usance bundis 
are called by Indians /nur/dati hunrfi or miadi h.Nndi in the vernaculars, 
and .liscounlinl! hunt/is or discounl hunt/i. when speaking English. 
Sometimes these Enl(lish names are used when speaking in a vernacular. 
Burmans and others indigenous to Burma have no name for them as 
few people of these kinds handle them ; these few ·generally call them 
discounting hunr/is. Bankers call them C"""ency hunt/is or usa,,,, hu"dis 
and it is this last name that we have adopted. All these terms however 
are used only when it ia necessary to distinguish from demand hundis ; 
I:Ommonly the term hundi is employed alone for a usance hundi. 
CbettiRrs in particular, having another name (undia/)* for demand hundi~. 
Rlways mean a usRnce bundi when they speak of a hundi. Originally 
USOllct meant particular local eustoms with respect to the payment of a 
bill. hut it i. generally employed nowadays to indicate the period that 
must elapse alter drawillj( 0" acceptance before payment caD be 
claimed. 

339. OriRins 01 Usance Hundis.-In Burina usance hundis 
are e1rawn either (II) by one trader in favour of another or in favour of 
a local financier or bank 'or (b) by one financier in favour of another or 
of a bank. Nearly all hundis drawn by traders are genuine trade· bills 
arising out of transfers of Roods; bllt they do not necessarily arise oul 
of a definite tranMction-lhey may be for payments to a runuin~ 
ac<.'oullt, and tl,is up\"ins the lact that they are ~nera\ly, though nol 
always. fur an exact mUltiple of R~. 100. In Rny case no documents are 
attached to them to connect them With particular transactions. There 
are practically no us.~llce hUlldis of either kind drawn outside Raagoon 
and the other towns which have banking on western lines. Indeed. 
there nre few even in Maymyo and Tavoy which are amongst those 
towns ; they are {oand almost solely in Moulrnein. Bassein, Akyab and 
above 1111 Rnn.,'t>OtI. and gehel ally the pI'OtIlfsor aftd PI'OIt\i.ee &AI flo the 
same town. 

331. LanRuaRe 01 Usance HundiS.-Usance hundis made 
in favour of a bank worked on western lines are always in ElII!lish, and 
80 tao are MOst othen. The remainder are in Tamil. Chinese <Jr 

Gujerati Rccording to the parties to them. Tamil is the most common 
of these becaMe 0( the preponderant part plllyed by the ChetIiars In 
the finance of the coun!Ty ; but Chettiars a9 "'eII as other linanc:iers ~ 
English usance tmodis too. Even Tlunil Imndis issoed by Cbettiars 
alwllYs have the aMoant shown in English ligures as ~U as in TamU 
wor<J,. and fiJ.'lIftS. No BeCt'et lan~ or seripts are osed ill Chetti.­
hundi. : we ~1ie\'e this is !roe also foc all other handis in Burma. 
The .. " are no u ... n~-e hundi. drawn in Burmese or any other ~ 
indil!t.eDUS to Burma. 
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332. Form of Usance Hundis.-Two sample forms of UI.lnce 
hundis are shown below. The first is a genuine trade-hnndi drawn by 
an Indian wholesale piece-goods trader in Rangoon in favour of an 
Indian importer. It was endorsed by the payee in favour of a Rangoon 

- Chettiar who discounted it for the payee and then endorsed it again 
and re-discounted it with an exchange-bank. It was written entirely 
by hand on a hundi-paper sold by Government for the amount of the 
stamp-duty shown by the stamp printed on it, in this case twelve annas. 
The second is a form used by the Imperial Bank of India for an 

. advance made to a Chettiar firm. This was on paper similar to the other 
but costing eighteen rupees, and the matter had been printed on the 
document by the Imperial Bank because so many documents of this 
kind are used by it. The payee mentioned in the document had 
endorsed it to the Imperial Bank, thus providing the second signature 
required by the Imperial Bank of India Act for discountillg at 
that Bank . 

• 

Rs.800. Due on 23rd April 1930. 
Rangoon, 30lh December 1929. 

Handi-stam; On the due date 23rd April 1930 we the undersigned 
,rinW on ........................ jointly and severally promise to pay 

',he ~~r; to ••• ; .................... or order the sum of Rupees eight 
~alru 12 hundred only for the value received in goods. 
a""as. 

/ 

(Signalur •. ) 

. Due lllh April 1930, 
Rs.20,OOO. Ra"goon, lllh January 1930. 

Hurul;'stam, Three months after date without grace I promise 'to 
,Yin'e4 0" pay at the Imperial Bank of India, Rangoon, to ............ 
u.. ~pe'; ............ Chettiar or order, for value received the sum of ,." ... Rupees Twenty Thousand only with interest thereon from 
lis. 18. 

this date at the rate of ......... per cent per annum. 

(Signalur •. ) 
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333. Period of Usance HundiS.-Duringthe last four or bve 
yean the commonest period of usance hundis has been 120 days which 
is aloo the longest period used : the next commonest period is 90 days, 
which used to be the most common. Hundis for 00, 50, 40, 30 days 
are also issued, but their number diminishes with the period and there 
are not many altogether for less than 90 days. Sometimes the period is 
stated in months: this seems to be merely a matter of personal taste of 
the parties who draw up the document. When, as sometimes happen., 
the traders ask the Chettiar to write out the hundi which he will then 
be asked to discount, the Chettiar uSually advises tI\em to state tbe date 
of payment instead of tbe period; but hondis with a period stated are 
more Common than those with the date of payment mentioned. When 
a date i. stated the period may be any nomber of days, but is usually 
between 90 days and 4 months. The first example !!iven above repre­
Rents an actual hundi of this type with a period of 114 da~'s. When a 
period' is fixed in a bill relating to transactions amon!!. Indian or 
indigenous traders, it is always to be reckoned from the date of lhe 
bundi, and is never described as so many days or months after sight ; 
period. reckoned from sight are used only in bills of exchange drawn 
in regular form by traders following European practices. When a date 
for payment is stated ,0 days of grace are allowed : but when a period 
is stated there are always three days of grace whatever the period may 
be. As full advantage of the days of grace is invariably taken, interest 
for those days is invariably reckoned when discounting the hundi; 
consequently the real periods are tllree days longer than these stated 
above. Hundis drawn in favour of banks, as in the second example 
above. generally have days of grace explicitly ruled out. 

334. Payment 01 Usance Hundis.-There is no general 
practice of .. sighting"· hundis. nor is a hundi required as a rule to be 
accepted. This is so because both parties and the discounter gener­
ally live in the same town and the document is a promise si)..'tled by the 
promissor for a definite date; the discounter generally knows both the 
promissor and the payee and in any case relies upon the latter. A 
notice is sent to the promissor on the day on which the period ~tated in 
the bill expires. or if a fixed date is stated. three or four days in advance ; 
on the third grace day or the date mentioned in the bill payment is 
claimed. In paying hundis Chettiars outside R'U1goon generally make 
the charge called 1IdI""" if payment in notes instead of silver is demanded. 
This charge amounts to only one and a half anoas per Rs. 1.000 and is 
Iloinll out of use; it i@ described more fully in paragraph S-t7. Usance 
bundis, like demand hundis, are not c!ra, .... in' duplicate; if one is lost a 
fresh one is issued after the holder has given a bond of indemnit)· . 

• Bills of etthanJll' .... vallle 10 many 01&". ollor oiJ!llI ""'.-.. by the _,ter 
<I< collector to the dno_ 10 lbot be maJ DOle _ them the dale of sc:eiDC the bill ; 
lbeD the porio<I ...... lrom tbaI dole. 



l 154 

335. Discount of Usance, Hundis.-Usamce huadis are 
discounted by Rangoon ballks for Chettiars and other financiers 'knGwn 
to them and ~oing busioe>;S in Ra~goon. The rate of discoaat at the 
bank depends UPOIl a number ,of considerations. If the period of a 
hundi runs i:nto the bnsy Beason the rate is naturally higher than it i& if 
it stops short of that. Ordinarily the rnte charged by the banks is 
about 2 to 3 per cent. above baok-i'ate in the busy season Uanual}' to, 
April), and about Ii to 2 per cent. above bank-rate at other times. 
Most bills are discounted in the busy season when the bank-rate ftseif 
is high and the addition to it is also high. As a bette"r rate can be' 
obtained from the banks in Calcutta Madras and Bombay, the Marwaris 
Multanis and Gujeratis send their bills to those places to be discounted. 
The Chettiars complain that they cannot do this because they do not 
get the same advantage; for instance, the Imperial Ballk at Madras. 
charges the Chettiars 1 ~ or 2 per cent l1lOl'e than it charges Marwari. 
for discOlmt of exactly similar hundis. The Cltettiars say this is because' 
the general level of interest-rates is higher in Rangoon than in Madras 
and so the Imperial Bank forces them to do their business in Rangoon 
where it can get a bigger profit; probably the chief reason is that the 
Bank wants bills to be discounted where they arise. so that the Bank 
can know the parties. Mullanis Marwaris and Gujeralis are not 
treated 'Iuite ill this way; only exceptional ones, if any. among them 
get a more favourable rate than the Chettiars in Rangoon, but they do 
not meet difficulty in sending their bills to India for discount. A table 
of the discount rate of the Imperial Bank of India, prepared from the­
statements given annually in reports of tile Controller of the Currency, 
is giverr in the second volume of this report. 

336. Usance hundis in favour of traders in Rangoon are not usually 
discounted by the banks direct, but -must first LJ!' discounted with a 
Multani M'arwari Gujerati or Chettiar financier who may or may not 
re-discount witb a bank. 'The Imperial Bank of I ndia must in any case 
require two good names liable for payment, this condition being imposed 
by the Imperial Bank of India Act. The rate at which the financiers 
discount bills depends upon the state of the 'market, the credit and 
bargaining strength of the parties and the usance of the bill. Ordinarily 
it is two or four annas per cent per mensem above the Chettiar carrent 
... ate ("adaff" valti) of which an account is given in paragraphs 502 to 505 
Generally this makes the rate in Rangoon 2 or 3 cent. above the discount 
rate for similar hundis in Calcutta *. The discounters who can 
re-discount with the banks in the various centres are limited in number, 
and each of them is limited in Ule amount of credit h" can have; and 
there is not a free flo\\' of money between the discounters in Calcutta 
and those in Rangoon. Consequently there i. no equalisation of the 

• A lable of CalcuUa bazaar-rates for bUlldis j~ giveD in the second volume of 
"thiK report. 
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discount rates in Calcutta and Rangoon. The limit up. tp which any 
bank will discount bills for an average large Chettair, firm is about five 
or six lakhs, including in the computation all. bills which bear the: firm's 
DlIITIe either as borrowl:( or as guarantor l bllt aU other clean credit 
granted by the bank on the same firm's signatllre, whether as ·principal 
or a9 guarantor, is reckoned in addition to the discounted bills against 
the same limit.· 

337. Branches outside Rangoon of the Imperial Bank, the Chartered 
Bank and the National Bank discount hundis for local financiers on the 
satru! lines as in Rangoon, but \lsllalJy the rate of disUllint is one-half 
per cent. hij(ller than in Rangoon. 

338. Decrease 01 U!lIanCe Hundis.-During the last tell 
years the Chettiar business in usance hllndis is .aid to have decreased 
steadily owing to a decline in the piece-goods trade and to a gr()wing 
distrust of the merchants by the Chettiars. 

339. Encouraaement 01 Usance Hundis.-Some Mar­
waris have complained th"t the Imperial Bank of India discoumges the 
use of l(enninC! tmde-hills and encourages the use of accommodation­
bills instead by a practice of refusing to rediscount small trade· bills 
even when offered in bUlldle. 01 considerable total V'dlne. We have 
not made any enquiry into thi., but we observe that small bills are 
likely to emanate from small businesses, of which tbe Bank could not 
have slIlliciently clo.'; knowledge, and to be therefore unacceptable to­
the Bank on thdr merits. as the Bank would have to rely in fact upon 
the name of Ihe first discounler alone, thus contravening both the 
Imperial Bank Act and sound banking principles as ;lpplied to ,1 bank 
in the special position of the Imperial Bank. Another difficulty is. 
likely to be (ound in the expense of book· keeping, which for a smal1 
bill is apt to be large in proportion to the amount at the bill and to­
Ilc:cessit-~te according\)' a hiRh rate of discount. Moreover, the bills­
which the M;\fwaris describe as a~'Commodation·bills disconuted by the 
B.lnk are believed to be geunine trade-bills althOllgh not identified 
with p.'1rticular goods; the parties to them are known by the Bank to be­
doing Ule kind of trade (or which the bills are drawn. Some financiers 
too discount neither trade-bilts nor finance-bills with the banks, but 
prefer to t,\ke adV'dnces b)' way of overdraft so that they nee.!. only pay 
interest upon so much credit as they need (rom day to dar. \\"e look 
(or " ,,,,Iutiull of all the difficulties of this matter to the establishment 
all OWl' Rurnm of branch~s of a b.lnk of i..;sue, as set nut in Chapter XIX, . 
,I' m~;Ill' ui ellcouralling the use of bills of "xdlallge b~' providing 
iacilitie. fur re-disco\lnt e\~n o( sDlail bills, while £q,oulating the 
volume of CUl"l'Cllcy alld cre .. ;;t in a~ .... 'OI'd.·U\ .... e with Ule \-olume of trade. 
Discounts of small bilts would .till yield litUe or no ~I profit to the 

• See also rar.\l,'r.\i'h oIt\S 
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·bank ; but in the long run both the bank and the country would profit 
by the resulting larger use of bills because that would permit better 
·control over credit. Other means to the ·encouragement of the use of 
bills are the reduction of stamp-duty, the provision of standard forms 
for bills and the application of the Negotiable Instrument. Act to bill. 
in Burmese, These means will now be considered. 

340. Stamp-duty on Usance Hundis.-Usance hundis 
having a period of less than one year must bear a stamp' of \'alue 
according to the prescribed scale which comes to roughly three annas 
for evf'1"y Rs. 200 up to Rs. 2,500 and then by steps· of Rs. 2'25 to 
Rs. 10.000 and by larger steps after that. After Rs. 30,000 the steps 
,are regularly Rs. 9 for every Rs. 10,000. In Great Britain the stamp . 
.duty on a bill of exchange is equivalent to onl~' eight annas per 
Rs. 1,000, and is therefore be.tween one-half and one-third of the duty 
in India and Burma and it rises by smaller steps. The Indian Taxa­
tion EnquirY Committee in 192.6 recommended a reduction of the duty 
in India and Burma. . . 

341. To a large extent the dutS' is evaded in both India and Burma 
by using promissory notes payable on demand, i.e., on.demtlnds or D. P. 
Noles. Indeed, when the Government of India arranged 
io take bills from the Imperial Bank to hold as support for currency 
notes, there was a difficulty because usance hundis were not customarily 
used, and the Government of India had to pay the stamp-duty to 
enable the Imperial Bank to persuade its customers to give usance 
hundis liable to large stamp. duty instead of on-demands liable to a 
.small dnty of one to fonr annas·. It is undesirable that docoments 
should differ so widely from the actual contracts between the parties. 

342. If a controlled credit system is to be established the use of 
usance bills of exchange (or hundis) sbonlel be increased and become the 
<lrdinary mode of financing trade. It seems therefore apparent that a 
rate of stamp-duty upon such bills two or three times that in force in 
Great Britain must be a mi,,-take. Moreover, so long as Ithe duty on 
usance bills is large and that on. demand bills i~ small, many bills will 
be drawn. as demand bills with an understanding or oral 3Ilreement 
that demand will be postponed for some period ; while this is the case 
the rate of stamp-duty on usance bills most be largely ineffective. 

343. We think the duty on bills of exchange for a period of less than 
nine months should be reduced to one anna per Rs. 250 or part of Rs. 230. 
'There will still be an advantage of less stamp-duty for promissory-notes 
or bills payable on demand than for usance notes or bills; but it will be 
much, smaller than now, and the advantage of osing documents expres­
sing the real contract may be sufficient to get them used. If experience 
shows this is not the case. the stamp-duty on usance bills must be still 

• Reply by the Controller of the Currency to Question 996 before the Royal 
Commi .. ion 00 Indian Cum:ncy and F"mance, 1926. 
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further reduced, since an increase in the stamp-duty on demand bills­
and demand· promissory-noles would be impracticablp. Item (b) of 
Article 13 of Schedule I of the Indian Stamp Act should therefore be 
amended to fix a duty of one anna for every Rs. 250 or part thereof 
for bills of exchange not payable On demand but payable on or before 
a dPfinite date not more than nine months after the date of drawing. 
the bill, while item (c) oI the same article should apply tei all other bills 
payable otherwise than on demand. 

344. The difficulty of providing forms for so many different rates of 
duty can be overcome by allowing adhesive stamps marked" usance bill " 
and not exceeding four in number or seven annas in value to be attached 
to forms of value above eight annas provided the additional stamps are­
defaced by a signature. The altemativ!, plan of charging four annas 
for every thousand rupees or part thereof above the first thousand would 
invite the same practices as prevail at present, by which (for example) 
a bill lor Rs. 2,500 is drawn in two bills for Rs. 1,000 and Rs. 1,600' 
costing Ro. 2·10 duty instead of one bill costing Rs. 4-8. 

345. We have considered whether reduction should. be confined to 
bills payable within three months of being dra\vn ; but, having regard 
to the desirability of providing the same reduction for agricultural bills 
and to the difficulty of defini~ 3j(ricultural bills satisfactorily, we think 
the period should be made nine months, and that the good management 
of banks' should be trusted to keep the periods down for non-agricultural 
bills. The present rates of stamp-duty might continue in force also for 
bills of exchimge for a period exceeding nine months; but the simpler 
plan of lixina for bills of over nine months the s,"lme duty as for a bond 
would be better, because this is the rate for bills of over one year whi(.,. 
bills for over nine months are not ordinarily drawn. 

346. The rates for promissory notes m.-.y continue to be described in 
Article 49 of Schedule I to the Indian Stamp Act as at present, so that 
the same reduction of duty would apply to promissory-notes payable not 
on demand but after not more than nine months. 

3-17. No clmnge in the pro\ision fixing the sl."lmp-dull on bonds 
s~ms to be n<*tled in consequence of the proposed change for usance 
bill. up to nine months; bills· of one year or a lo~er period ~ar the 
same duty,"" bonds but they arc not drawn and there is no reason ro.­
enco~';ng Pf'Ople to draw them. 

348. We do not think it is necessary to su/&est any source of 
revenue to compensate. for the proJ:!OSed reduction of stamp-duty; the 
reduction will be fdt for a few years, but then the resulting general 
increase iu business will add to the re\"eDue derived from other sources.. 

349. Amendment.of the Indian Stamp Act.-At tblt 
same time as the stamp duty on bills of ezchange is reduced the delinitioa 
of A bill of exchange in section 2 (2) of the Indian Stamp Act, 11199. 
should be amended SO as to include only bills of ucbange (whether in. 
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English or in any other language) a" defined in the Negotiable 
Instmments Act. The term will then include (as it does now) all un con· 
dition,,1 hundis of a type suitable for rediscounting by a central bank; 
bot the other docnments IIOW included under the term bill of ereh",,!!. 
in.the Indian Stamp Act should be given a ne\\' name for which the 
rates of duty' at present in force fpr bills of exchange might he 
prescribed. 

350. Burmese Bills under the Negotiable Intruments 
Act.-At present there are no bills of exchange in Burmese. and no 
promissory·notes in Burmese payable otherwise than on demand. If 
measures are taken' to develop banking in Burma a. we shan suggest in 
Chapter XIX, an effort must be made to develop the use of bills. For 
this purpose it is desirable to have a definite code of law applying to 
such bills without ambiguity. The considerations which required the 
special exemption in section 1 of the Negotiahle Instrument. Act for 
hundis in Indian languages do not apply to bills in Burmese. We 
recommend that the exemption mentioned should be amended so as to 
,apply only to documents in ~n oriental language not indigenous to 
Burma. 

351. The term" Hundi ".-We think further that it is desiraule 
to restrict the use of the term hndi in Burma (where it is a foreign 
term) 90 as to exclude all bills of ~change and promissory notes 10 
which the Negotiable lnstmmen!. Act "applies in full. whether in 
English or in a language indigenous to Burma. A restriction of this kind 
must grow by the general usage of the t~rm ; bot a start should be given 
it by adopting it in the Stamp Act when Burma is politically separated 
from India. -

352. Standardisation of Bill Forms.-We think considerahle 
advantages could be def"ived from the provision of a standard form of 
bill which (for use in Burma) might be printed in English and in 
Burmese on papers similar to the stamped hundi.papers now provided. 
But we are averse to making the use of the standard form compulsory. 
If tne form provided is a good one it wiD win its way without compul­
sian; if its use is voluntary its popularity will be continually a gauge of 
its suitability. \Ve thiuk it inadvisable to attempt. to con6ne all the 
mnltifarious activities of the country which use bills of exchange to one 
narrow groove, and that any rule prescribing an inconvenient standard 
Iorm compulsorily will be evaded by an osten.ible modification 
of the contract in some unimportant way or will defeat the efforts 
made to popularise bills. Blank forms bearing only a stamp 

.as now should thef"efore be sold as well as the standard forms. We 
have uot drafted a form. We think that. if the principle i9 accepted. it 
would not be difficult to frame a drnft by comparison of a few forms in 

.common use and to get it amended' to the satisfaction of represenla­

.tives of banks and the Chettiars and several classes of Ihe general public. 
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CHAPTER Xla.":"'REMI'ITANcE. 

353. Payments at a Distance.-~rsons who have to p"y 
money at a di.t:mt place, or to make money available there, frequently 
traveUo that place carrying the necessary cash with them, or send a 
messenger to carry it for them. Notes are generaHy carried' rather than 
mpees, because they are more convenient and m~et ready acceptance. 
From the individnal"sender's point of vie\v the practice is subject to the 
great disadvantage of risk; but experience shows the risk· is ·not very 
gre.'tt when C<'tre is exercised in selecting the messenger, delivery is even 
more prompt than by leiter, and, when considerable sums are remitted, 
the cost . is less than that of sending by post-office money-order. 
Moreover oth ... r means of remittance are not always available. Moner­
orders also are not convenient for larlle sums. I n most places transport of 
cash is decreasinll relatively to the total amount of payments to be made, 
but in some places it is mereasmll absolutely: large sums are stiU carried 
in certain CMPS aq deq:rihed in pnral$'apft" 9110 96-

354, A variation of the trallsmissio\'l of mOlley by a messenger is the 
transmission by registered in_ed post. The mo!'ans in use to deliver 
money to a person without actu.'tlly Iransmittinll money, that is to sny 
mea ... of remittance in the strict sense, are (i) money-orders, (ii) remit­
tances by the aid olgovemment balauceg, (iii) hondis, (Iv) cheques, M 
drafts. British postal orden are also available but in fact are rarely';"ed 
for internal remittance. We shah now deal with the vari""" meal'll of 
remittance' in tom, prelixing some COMideration 01 transmission by 
registered insured post. -At the end of the chapter s~tions for new 
meallS of remittance will be considered .. 

355. Registered Insured Post.-The post-office does \'lot 
undertake to carry letters or other packets containing coin or currency 
notes unless they are registered and insured: if posted otherwise and 
detected they are either returned to the sender or delivered \0 the 
addressee. a fee of one rupee beinll collected in the latter case. The 
char!!e for insurance withi .. India (including Burma) is two annas per 
Rs. tOO (or part thereoO. this ch,,1'Ilfl being paid in addition \0 a 
registration fee of two ann"" and the ordiftllry pos~e. The maximum 
amount to be insured in one packet is Rs. 3,000 subject. to a lower 
lIlRXimum of Rs. (00 if posted at a tlranch post-of6ce. Thus if currencv 
notes are used the transmission by registered post is cheaper th,,;' 
remittance by money-order for Rs. 30. Rs. 35 or any \arger sum, odd 

• 
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amounts which cannot be posted in notes being sent by a money-order. 
Compared with money·orders too there is generally the advantage of 
not being limited to Rs: 600 for one transaction. For short distanc-e. 
carriage by a messenger may not be much more expensive; it is always a 
little quicker, and, when the times of.trains and steamers etc., are such 
that the post-office must keep the packet some time before delivering it. 
the special messenger may save much time. From the sendllr's point 
of view the principal defect of the registered insured post is the 
trouble of preparing and sealing the packet in a~ordance with the 
post-office regulations. Sometimes there is also the trouble of getting 
notes of large denominations to make a small packet; and when that 
has been done the receiver has the trouble of cbanging tbem. There is 
not much difficulty about lack of post·offices doing insurance. as few 

, remittances need to be made from small villages far from a post· office ; 
but this is subject to the important exception of co-operati ve credit 
societies which often lack facilitie. for remittinl( m')ney to and from 
the district co·operati ve banks. 

356. Money-orders. -Most post-offices do money-order busi­
ness. The maximum amount that may be sent in one transaction is 
Rs. 600. The commission charged is four annas for every Rs. 25 or 
for any part thereof exceeding Rs. 10 ; for anything up to Rs. 10 either 
by itself or in ad!lition to a multiple of Rs. 25 the commission is two 
annas. Roughly spe~king the commission is thus one per cent made 
up to the next higher mnitiple of two anna.. This hil(h commission 
and the trouble of filling up the forms are the principat difficulties in 
money-orders for moderate sums. Delay is not really serious though 
of cOurse a ·.special messenger is quicker ; delay can often be overcome 
too, if the payee is in a considerable town, by paying the cost of 
telegraphing the order instead of pooting it. The necessary restrictions 
upon the amount of money-which may be entrusted to'a postman at 
one time also make mODey orders unsuitable for the remittance of large 
sums, as must be the case for any system which delivers money into 
the payee's hands at his residence. For small sum. and m~ny people 
tbe pal'ment of the money at the payee's residence is a great advantage; 
the payee has not to go anywhere to receive it. and has not even the, 
trouble of sending a docnment to bis banker to collect the payment. 
For some payees however, the receipt of a actual cash may be a 
disadvantage when the amount is not very small. I n practice money­
orders are not used by traders so much as other methods' wbicb they 
find cheaper. It has bowever been noticed. on looking through 
the records in some post-offices of money-orders issued, that tbe 
maximum sum of Rs. 600 is a fairly frequent amount; tbi. suggests 
that money-orders are used for trade more than i. sometimes 
supposed. 
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357. The Postmaster-General (Burma) has kindly supplied us with 
statistics of money-orders issued 

Money-orden in Burma. 1928. and paid in Burma in 1928, and we 
give an abstract of them in the 
margin hereby, our fib'Ul'es repre_ 

Plat:e. Ilss~ed. Paid. s_enting millions of rupees. The -----
I 

average value per transaction is not 

All Rurma 

::: !~ ~~ known statistically; but it was 
---\--- relieved by a recent Poslmastel'" ... I 113 S5 General (Rurma)to be about Rs. 40. 

Rangoon" 
Rest of Burma. 

The excess of the value of orders 
issued in Burma above those paid in Burma is striking and is due to 
the large amouut remitted to India every year. 

358, Statistics of these remittances by money-order to India for a 
period of 18 months indudin!! all the year 1928 are available owing to 
a special enquiry made by the postal department in 1929; they are 
puhlished in the second volume of this report where the fij(Ures for 
every head po.t-office and each month are lZiven in detail. The total 
amount in the year 192d exceeded 66 millions of rupees. The monthly 
amount which Ihus averages 5~ millions ranges from just under S 
millions to ju.t over 6l' millions. January to May appear to provide 
the largest mo~thly totals, with a peak in March which in 1928 showed 
6'64 miUlons, equai to one-tenth of the year's total. The greater 
parI of these remittances is made by Indiana temporarily resident in 
Burma who are sending subsistence money to their families or are 
sending savings home. A curious point is the large number of these 
Indian remittance. which are sent by lelegraph; that indeed is the 
usual wny of sending them. 

J59. The difficultr of filling up the mone),-order forms does not arise 
~m any complexity of the forms ; they are as simple as possible. It 
arises because so large a part of the post·office staff is ignorant of 
Burmese, althollllh that language is used all O\'er the country and is 
subject to peculiarly little local \'llriation. Money-order forms in 
Burmese hll\'e been made available, ; hut they have not been successful 
because the postal officer so often cannot read Burmese. It is difficult 
to see how postal officers can be made to do money-order work properly 
without being personally responoible for the cost of mist.-.kes. To avoid 
running risk the postal officer either refers the applicant to a professional 
writlit' to prep.\I'e a fofm in English. or he makes a new form in English 
himself at the dictation o( the applicanl. No re;ned)' seems possible 
ez~pt the employment o( more Burmans in the post offices; a steady 
effort in this direction is being made. but there are difficulties and time 
is required. The trouble will still remain for Indian remitters who 
cannot write English, I\S probably none of these could "'rite the form in 
Bannese. But the large amounts of remittances to India are provided 

• chieO)' by illiterates who could not liD the form in any language. 
11 
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Accordingly the problem of providing for Indian remitters is best 
postponed till the Burmese problem has been disposed. of. The 
issue of postal-orders, advocated below, may be of help in this matter as 
tbey require so much less writing and leave no room for doubt as to 
the amount of money. 

360. The rate of commission is generally considered too high. It is 
true that it is a flat rate and cover~ remittances from one end of India 
to the other. But, as mentioned above, for moderate distances and for 
amounts which are not trifling, carriage by a messenger is found cheaper. 
We have no knowiedge of the actual cost of working the money-order 
system; but if the average amount of a money·order is Rs. 40 lhere 
must be a large number of money-orders of comparatively low value for 
which it would not DC reasonable_to ask for a lower charge than the two 
Gr four annas charged for commission now. On the whole. considering 
that the money is taken to the house of the payee and his Teceipt 
is taken back to tbe remitter and opportunity is given to send the payee 
a short message without extra charge. the charge for rf"Illittances up to, 
say. Rs. 50 is not high, and we do not wish to suggest any change. 
The proper remedy for L1.rger remittances is the provision of bank •• 
leaving the post-office to deal only with those transactions for whicb 
the special features of the money-order system make it most suitable. 
These will be small transaclions as a rule, and we think the present 
rates of commission should continue in force. and the alternative of postal­
orders be provided as suggested in paragraph 384. The question of 
providing banks in all parts of the country to be the main agents of 
remittance will be taken up in Cbapte~ XIX. 

361. The difficulty about entrusting money to the village­
postmen would also be largely removed by development along these 
lines. The Postmaster-General (Burma) has himself snggested that a 
cbeck upon the cash and the acknowledgments for money-orders paid 
might be made by th~ headman of every village on each postman's 
roUnd ; but we do not think tbis is practicable. A plan of crediting to 
a savings-bank account at the request of eitber tbe remitter or the payee 
might be tried at selected post-offices in conjunction wit~ a power to 
bave amounts sent away by money-order debited to a savings-bank 
account; this would be a convenience to SQme rural residents. would 
help to popuiarise the savings-bank and would assist in meeting the 
difficulty of entrusting money to postmen. The necessary details of the 
working of the scheme seem to be simple. Eveq if not much used it 
seems worth having. 

362. A minor complaint as to the size of the acknowledgment-slip 
provided in the money-order form has been made. The slip at present 
is 4'25 inches by 3 inches. whereas the minimum size of post-card 
accepted by the post-office is 4'75 inches by 3 inches. These small 
acknowledgment-slips might be enlarged. we think to 5'0 inches by 3'5 
inches, which is nearly the maximum and ordinary size at a post-card. 
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The consequent addition of two inches to the length of the whole form 
would not cause inconvenience ; the saving of trouble to the post-office 
in transmitting the larger acknowledgment-slip -would repay the extra 
cost of printing and distributing the larger forms ; there would he fewer 
occasions of delay in transmitting slips which get mislaid by being 
small ; and the remitter would have the benefit of a .. coupon" with a 
writing space of 3'5 inches by 3'25 inches instead of the present space 
of l'S inches by 2'5 inches to write a message to the payee. A. this 
extra size of coupon would of len save postage for another letler it would 
often be in the nature of a reduction of commission. 

363. Remittances by ·the aid of Government 
Balances.-Three forms of remittance by the aid of Government 
balances are in use. Telegraphic transfers are telegraphic orders 
issued by a competent person in one place for a payment to be made 
from a currency chest in another place. Supply bills are orders sent by 
post similarly directing payment from a treasury (or sub-treasury) balance. 
Remittance transfer receipts are supply bills ismed for the purposes of 
Government's own business. An exceptional use is made of remittance 
transfer receipts in the free remittance of funds for co-operative societies 
as a special privilege ; another use is the privilege (described further in 
paragraph b2S) of free remittance given to persons who buy or sell 
government securities through a government treasury. Otherwise 
remittance transfer receipts play no part outside the government accounts· 

-and accordiligly l"<'Ceive nd further attention in this chapter. 
364. The work in connection with the issue and payment of tele­

graphic transfers and supply bills from Rangoon . (which was previously 
done by the Currency Office, Rangoon, and the Accountant-General's 
office) has been transferred to the. Rangoon Branch of the Imperial 
Bank of India ,vith effect (rom the 15th August 1929. That branch 
may issue to any extent telegraphic transfers and supply bills payable 
by the currency chest or treasury at any district headquarters in Burma, 
provided that the treasury balance is not reduced below a total of two 
lakhs of rupees for notes and coin. Other branches may issue telegraphic 
transfers and supply bills on cnrrency cbests and treasuries where there 
are no branches of the Imperial Bank, and may also pay telegraphic 
transfers and supply bills drawn upon them by such treasuries. 
Telegraphic transfers and supply bills worl.-ed through currency chests 
and trel.suries are not issu~ by branches of the Imperial Bank outside 
RanAoon "pon other branches; telegraphic transfers and drafts o( the 
bank itself are issued instead at the same rates as are charged in other 
QSe9 (or currency telegraphic transfers.. 

365. T~"lS",ies can issue telegraphic transfers and supply bills on 
one anotber up to. Rs. 20,000 and Rs. 10,000 respecti\'ely without the 
previous ... nction of the Deputy Controller Of the Currency 

• (Acc:ountant.General, Burma). 
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366. Telegraphic transfers and supply bills at and On sub-treasuries 
are not generally allowed: but permission is granted in ~pecial cases, 
the principle observed being whether the sub-treasury concerned is 
deficit or surplus. * . If deficit, the rate of preminm to be charged is 
determined with reference to the actual cost of the remittance of the 
funds required; if surplus. the usual rate of premium is charged, viz., 
two annas per Rs. 100 for amounts less than Rs. 10,000 and one anna 
per Rs. 100 for sums of Rs. 10,000 and above. For telegraphic 
transfers a telegram charge of Rs. 2 or Rs. 3 must be p"did in addition 
to the premium according as the telegram is to be ordinary or express. 

367. A list of treasuries and sub-treasuries in Burma on which 
telegraphic transfers and supply bills are permitted to be drawn' by the 
Imperial Bank of India, Rangoon. is furnished to the .bank every week, 
with figures of the maximum limits up to which. both can be issued 
during the \ ... eek; During the busy season when the demand for 
telegraphic transfers is brisk, the amount shown as available at the 
beginning of the week is sometimes not sufficient to meet the public 
demand for telegraphic transfers on sub-treasuries. When such cases 
arise, the bank enquires of the Accountant-General if further funds are 
available; if a sufficient amount of revenue has come in to cover the 
additional amount required, the telegraphic transfer is authorised. 

368. In the case of remittances to and from sub-treasuries there is 
a difficulty in the frequent absences of the sub-treasury officer from his 
headquarters; these are generally inevitable because he has to be an 
executive officer giving only part of his time to sub-treasury work. hi 
busy parts a remedy has been found in the appointment of "additional 
township officers. The Accountant-General also' tries to meet the 
difficulty in .the busr season by asking banks to tell him beforehand. if 
possible, when they will be applyiug for telegraphic transfers and by 
getting programmes from sub-treasury officers at the beginning of each 
month, sho\ving their probable dates of absence during the month. 
Sometimes however they are called a\\'ay unexpectedlr. We brought 
to the Accountant-Genera!'s notice the fact that we had reason to 
believe that sub-treasury officers in some places sometimes had a 
surplus that could be drawn upon, but the Imperial Bank in Rangoon 
coUld not draw because it did not know of the surplus. We suggested 
an experiment with daily reports of balances from fonr important delta 
towns. and this is being tried at two, while a report is being sent twice 
a week by another. 

369. H undiS.-The general nature of hond;,; and the distinction 
between usance hundis and demand bundis has· a1read}' been described 
ill paragrapbs 325 to 328 of Chapter XA. while the succeeding part of 
that chapter deals \\;th usance hundis in some detail. In this chapter 

• Deficit and surftlus have rc:fcrence to the dded or t'1~ of the moncya 
receind . (or Government in comparison with the money. paid out ~ Gov"11lmenl. 
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only demand- hundis are to-be considered. These in Burma are writtett 
orders in any langualle signed by one person and addressed to another 
persoll named in the order and directing the latter unconditionally, aD 

demand by a third person named in the order or a person tC!l whom h, 
ha.. by signed endoroement on the do::ument transferred his rillht to 
the payment, to pay the demander a sum of money definitely statec;! ia 
the order. The Cheltiars call these documents IIndi'al, * or sometimes 
(when speaking English) remittance ',u,"lis. Bankers call them either 
demane/ ',u,"iis or si1!.l1l hUlle/is. The stamp-duty on demand hundis \\"39 

abolished by the Indian Finanoe Act, 1921. 

370. Oriains of Demand HundiS.-Demand hundi. are 
Ilenerally drawn by one finan~ier upon another for remittance purposes. 
But larJ.(~ Chinese traders in distributing centres also draw hundis upon 
lheir correspondents in' Rangoon and discount them with local 
Chettial's who send them to Rangoon for collection byanoHler Chettiar 
there. Similarly ul'country agents of large Rangoon traders draw 
hundis upon their Rangoon offkes and sell them to local financiers or 
bank.< to keep themselves in funds. 

371. Lanllualle of Demanl;l Hundis.-Demand hundi. are 
Ilenerally in the lan'I.,'uaJ.(e of the financiers or bank upon whom they are 
dl'a\\'n : almost in\'ari"bly the language of the drawer is the same. 
Tamil i. the commonest lanb'Uage for demand hundis, owing to the larlle 
-proportion of relnittances which are arranged by Chettia,l1I. But 
English is also used extensively and Gujerati to some extent. Tamil 
dcmnnd httndi$ have Enillish fil.'Ul'etI for ~he amount in the top rillht­
hand corner in the SlIme way as Tami~uSI\Dce hundi. have. No secret 
IIInl(lIal/e or script is used. 

372. Form of Demand Hundis.-A trallslation of a common 
form of Tamil demand hundi drawn by a Chettinr is showlI below with 
italics to distinguish word~ which are given in English ~,,'en in the 
Tamil form. Thi$ particular form \VIIS printed with blanks to be fiUed in 
by hand. The name of the drawer and the place of drawing were printed 

YV.'ATHIT 4IIMI to SIVa YTI'ATHIT. 
The Bleaslnl 01 Ihe Go4 

,\'0. 20S Sancll Vlrappa. R •. 600. 
M.S.K.M. IJ's.K.M. 

1930, January lhe 4th. 
Sukla, Margali the 21st. 

P:ly Ko Ta,,' or be.lrer on demnnd the sum of Rs. 600 (Rupees six 
hundred 0111),) and debit the same 10 our account. 
l':l\'mellt to he made by 

P. L. M. R.'\I\\an Chettiar (Signature) 
Nanl/oon. Agent 0( !II.S.IUI . 

• Pnmt ..... "t'd in tVee svtlabh:$ .~ ; • u in Engli~"., 01' in ... di wbicll 
is .tlO rron\.lQnced t-y Ctk-ttiars ""ithout the initial aspinte so tbat it forJns tbe 6.rst 
1_ oyllabtco aI .......... 
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both in English and in Tamil; the amount was given in Tamil in words and 
figures in the body 'of the document and in English in figures only near 
the top right-hand corner; the serial'numher for the issuer's office-record 
is given in this particular document in English only. There is uSllally a 
glorification of Siva in the middle at the top, and commonly an invoca­
tion of some special or local manifestation of Siva immediately below it 
as in tbis sample. Sukla and M argali are names of the Tamil year and 
month respectively. 

373. Advice for Demand Hundis.-A Chettiar or other 
financier, on 'issuing a demand hundi, sends advice by post or telegraph 10 
the drawee who must 'pay it. If the drawee does not receive this advice 
before payment is demanded, he may. pay it if the payee is trusted by 
him or is suitably guaranteed by some other person; otherwise payment 
is withheld while a reference is made to tbe drawer. Sometimes the 
advice is attached to the hundi so that it becomes largely formal; but 
even so the holder has the advantage that he can carry the hundi and 
the advice separately so as to protect himself against theft. Demand 
hundis are not dra\vn in duplicate; if one is lost the holder must give a 
bond of indemnity before he can get payment. 

374. Payment of Demand Hundis.-If advice has been 
received payment is generally made on the day after presentation in the 
same way as payment is made for CheUiar cheques (see p;itagraph 492). 
If ihe drawer is asked to arrange for immediate payment he writes at 

,the foot of the handi, when issuing it, words meaning al sigJ./ and 
informs the drawee in his advice that he has done so. Hundis so 
marked and advised are paid immediately on presentation and are 
known as darshani hnndis. Those which, not being so marked, are paid 
on the next cI.'lY are called kanda marll nal hundis. About five per cent 
of demand bundis are darshall; and all the rest are kalida marll IIal. 

375. Charge for Demand Hundis.-Chettiars commonly 
charge no commission for issuing 'a hnndi to a regular cllstomer who 
takes advances or makes deposits with them. in other cases their usual 
commissIOn for kanda IIIMII nal hundis is two annas per Rs. 100, which 
is the same as the post-office rate for insurance if notes are sent by 
post; but six annas and eight annas per Rs. 100 have been mentioned 
by some witnesses for remittances from up-country ::-Iaces in Lower 
Burma to places in U?Per Burma. At Yenangyanng Chinese Aand" 
marll nal hundis payable in Rangoon are discounted at 3 to 5 anna.. per 
R... 100; this charge covers interest for one week estimated to he 
required fot the journey and collection. The charges are calculated 
similarly in other "laces. The commission may however be as low as 
1 anna or H annas at Mandalay or one of the large ports. For darsl",n; 
hnndisthe commission is half an anna per Rs. 100 above that for Aan,la 
nlar/l "ai, because the issuer gets interest for one day less in his account 
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with the drawee. Payment for the hundi may be made in cash or by 
signing a promiss~ note. Sometimes when a Chettiar in a place 
distant from Rangoon needs ready money he finds a trader willing to 
·take a demand hundi from him and issues it free of charge. 

376. There is one smaU class of demand hundis which though 
worded as kanda mar .. nlll are not· intended to be paid immedhtely. 
These are hundis used by Chettiars in Chettinad· to draw money from 
Burma. In such a case they draw a demand hundi upon their Rangoon 
representative and discount it with another Chettiar in Chettinad ; the 
latter sends it to .Rangoon for collection, but there is generally an under­
standing that a short time, not over one month, will be given before 
payment is demanded. This of course gives the dra\\'ee in Rangoon time 
to make arrangements for payment on demand. A commission of one 
to three annas per cent: is charged for such hundis in Madras, and 
interest at current rate must be added to the payment in Rangoon. 

377. Ease' in obtaining Demand Hundis.-As every 
Chettiar outside Rangoon has a Chettiar correspondent in Rangoon 
there is rarely any difficulty in getting a hundi issued for a remittance 
either way between Rangoon and any of the two hundred and more 
other places in Burma where there is a Chettiar business. Difficulty 
nOYer occurs at all if the outside place is one of the larger centres. At 
Mamlalay and in the ports Marwaris Multanis and Gujeratis also traffic 
in hUll dis. For remittances between two places in Burma outside 
Mandalay and the ports there is sometimes a difficulty because local 
Chettiars may not have a correspondent at the place where payment is 
to be made; but this is a rnre occurrence at. any large centre, because 
generally one or other of the local Chettiars has a correspondent at the 
market-centre of any region with which considerable trade is done. 
There is however a reb'Ular procedure for dealing with the difficulty if 
it occurs. The hundi is drawn as required upon some Chettiar at the 
nearest markel-centre to U,e place where p.'lyment is to be made, and 
advice is sent to him as usual. With the advice is sent a hundi drawn 
upon a Rangoon Chettiar, so U,at the drawee is re-imbursed the money 
paid for the remittance. The drawee receives a small commission of 
one-half IUIna per Rs. J 00 for transacting this business. 

378. For the issue or discount of hundis payable in India it is 
generally necessary to have fC\.--ourse to a financier in Rangoon. In some 
oU,er towns there are Chettiars who issue or discount hundis on or from 
Madras, while in Mandalay and the ports there are Marwaris Multanis 
and Gnjeratis who traffic in hundis on or from Calcutta, Bombay and 
other large cent"";' inlndill. Chettiars also have connections "'-ith Ceylon, 
the Federated Malay States, the Straits Settlements and Cochin-China 

• C."" ... d I, a name lor the ...... I"'nl, in "'adras Praidenc:v and partly in \be 
Pudulrollai SIllt.. whicb Is \be home 01 the NaIIulloItai CIlcttQn. _ 
pongnrh 435. 
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aITd can deal WiUI hundis accordingly, tboW!b practically always 
Ulrough a Rangoon Chettiar and a Chettiar at the capita.l of the other 
country. Remittances by hundi. to Siam, Java or Sumatra. are a 
little difficult to arrange because the Chettiars have few establish· 
ments there. 

379. Increase of Demand HundiS.-The use of demand 
hundis by traders to pay for goods bought. frOID other parts of the 
eountry is steadily increasing, especially for goods bought in Rangoon 
and Mandalay. They replace now a considerable part of tile currency 
notes which used to be carried by train or steamer in 1925-26 and 
earlier years. 

380. Cheques.-The use of cheques is naturally limited by the 
paucity of banking offices. Moreover they are not generally used for 
remittance, which implies a delivery of money to the payee, but rather 
for a transfer of credit which enables the payee to draw money from his 
account. There is one way in which cheques come indirectly to be 

. used for remittance work. Private persons in upeountry stations who 
have current accounts in Rangoon often have thei ..... alaries drawn in 
Rangoon and credited to those accounts; at their stations they get 
ready money by cashing cheques with local grocers, petrol agent. and 
other tradesmen who have to pay in Rangoon for the things they sell. 
The practice saves much difficulty for both parties. 

381. DraftS.-Drafts are issued in the ordinary way by the 
Imperial Bank of India, el<change bank. and other banks upon places 
where they, have branches or have other banks as correspond. 
ents. Every branch of the Imperial Bank issues drafts or telegraphic 
transfers for auy amount payable at any other branch, the charges being 
the ", .. me as for supply bills and currency telegraphic transfers in other 
places. Dawsons Bank also does a considerable business of this kind 
throngh its office. at Rangoon and at eight places in the delta, chargin& 
a commission of two anuas per Rs. 100 for drafts and telegraphic 
transfers, and four annas per Rs. : 00 where payment is made agai;'st 
delivery of documents. In the first thre,e months of 1930, when the 
paddy-crop was being ,marketed, the branches of Dawsons Bank ootside 
Rangoon cashed telegraphic transfers totalling nearly three million 
rupees. The Pegu Central Co-operative Bank issue. in Pegu drafts 
upon Rangoon, charginR a commission of two anuas per Ro. 100 ; 
some other co-operative banks do the same on a smaller scale. 

382. New Methods of Remittance.-New methods suggest· 
ed for remittance include postal-orders. postal cheque accounts, ~jro 

accounts and letters of credit. 
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383. Postal-orders.-In Great Britain postal-orders are popular 
although money-orders are also available. They have the disadvantage 
in comparison with money-orders that the holder must send to a post­
office or a bank to get money for them. Really remittance by postal­
order is already provided in I ndia because British postal-orders can be 
boul(ht at any posl office by giving notice, and many post~offices keep 
them in stock, while any post-office will cash them. ,The disadvantage 
is a loss on exchange; at the present moment, for instance, Rs. 13-15-0 
will buy a postal-order for '1, but only Rs. 13-8-0 will be paid on 
ndemption. Thus seven anllas loss must be added to the commission 
of two annas to measure the cost as well As the posta!(e for transmission, 
making a totai of ten annas as compared with four annas for a money­
·order. But a remittance hy postal-oreler has an advantage over 
remittance of notes by insured post because the sel1der is not restricted 
to multiples of five rupees, need nol seal the ietter so carefull~', al1d can 
lIOst the letter at any time without insurance or rellistration. 

384. We recommend that Indian (or Burman*) postal-orders should 
'be issued in values advancinR by eillht annas from one to twenty rupees, 
the commission being at a fI,l! rute of one anna per order, \Ve think 
that their use would Wow after a time and that they wonid help in 
educating the coantry towards the lise of cheques. At the same time 
they would furnish an alternative to the money-order with its high 
<:ommission, and would help in meetin!! the difficulties of entrustinll cash 
to the postmen and of writing out money-orders in various languages. 
'The facilities accorded in Great Britain of making up intermediate 
wines with postage-stamps and of collecting throullh banks should be 
provided. 

38S. It would prooobly be desirable to continue seDing and cashing 
British postal-orders in India and Burma. These bear tbe same relation 
to forei!.... mone~·-orders within the British Eml'ire as the proposed 
Indian postal-orders would bear to inland mone)·-orders. It is also 
-convenient for persons remitting to places within the British Empire 
to be able to buy documents of definite value to the payee rather than 
documents o( definite cost in rupees and of indelinite ""Iue to the payee· 

386. Postal-cheque Accouots.-We have considered the 
advi • .',bility of introducing the system of postal-cheque accounts used in 
France and some other countries. According to this plan a money­
order can be m"de p.'1.~'able to the payee's account at a post-office; 
then the p.'1.)'IIIent is made by credit to the account, so that the trouble 
And risk of sending the money to his residence is saved.. Because 0( 

this ""viOl! of trouble low rates of commission are charged. \\' e think 
the postal-order 5)",1em ;iI\ meet the case (or ordinary pri\11.te persons 

• In c:ase Barma is .. pu;akd politically (rooD lodiL 

• 
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making occasional remittances, and that the special arrangements made 
at present for shops which send Qut many parcels by value-payable post 
meet practically all cases which the postal-order does not suit. Under 
these arrangements the shopkeeper enters in a single list all parcels 
despatched together, and it receives daily from the post-office a list of 
payments collected and a cheque for the total; the list of payments alsG 
gives references to the despatching lists so that tally can easily be kept. 
Money-orders payable to the same shopkeepers apart from the value­
payable-post transactions are included in the list of collections, and the 
whole arrangement could presumably be used by any person who had 
much mQ.nev-order work. We think accordingly that there i. no need 
to contemplate the introduction of a postal-cheque system. 

387. Giro AccountS.-The German and some other post-offices 
have a Riro system which was copied from a similar system worked by 
the German Reichsbank with its 500 branches and is very popnlarc 
Under this system persons who keep a balance.oo deposit at any office 
can have any amount of that balance transferred to the account of a 
person having a similar account at any office. The greater part of the 
government offices, the large banks, the Rothschilds and a larlle number 
of people doing business on a big scale had giro account.. with the 
Reichsbank in 1913; the post-office system was intended to provide 
the same facilities for people doing business in a sm:lI~ way. Arrange­
ments existed before 1914 for transfers throullh the Ger-man post-office 
to persons in other countries, e.g. throul(h the Swiss Postal-Cheqne 
Office, the Austro-Hungarian Savings Banks, and the National Bank of 
Belgium; and probably these arrangements have been restored. It is 
to be observed however· that the system flourished in the Reichsbank 
bec'IUse there was. no cheque system in Germany; in recent years the 
large banks have aimed at developing the cheque system, and cheqnes 
are now tending to displace the giro system for transfers through 
banks. 

388. We asked the Pa.tmaster-General (Burma) for his opinioll 
upon the usefulness of introducing the giro system into Burm,\; he saw 
no difficulty except the loss of the income of the post-office if the 
commission were less thall that of money-orders, and the unlikeli­
hood of the system being used much if the commission were as high as 
that. With regard to the loss of commission it should be observed 
that there would be a saving of the expense of delivering money to 
payees; there would also be minimum cre-lit-bmances maintained by 
persons having accounts, and these would render a profit to Govern­
ment by receivin~ no interest. But we read the history of the girO' 
system in Germany as sho"'ing that it is an inferior substitute for a 
cheque srstem; and we think it would be better to aim at a cheque 
system at once. We also think it would be better for such 
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work to be conducted by a regular banking agencY, and that /tirO' 
accounts in the post-office might, if successful, help to delay the 
inauguration of such an 8!(ency. Further the institution of postal-orders. 
and our other suggestions will be enough to occupy the postal-officials. 
for some time. Accordin!(ly we think that the question of instituting 
giro accounts should be put aside for the present: 

389. Postal Letters of Credit.-We also consulted the 
Postmaster-General (Burma.) as to the feasibility and advisability of 
issuing letters of credit through the past-office; he was not prepared to 

. say it was advisable, but he thought it feasible. Most witnesses favoured 
the issue, but some opposed ~t On the ground that the postal staff is not 
yet sufficiently reliable for this work. We think letters of credit might 
be issued by the post-office at every district headquarters for amounts 
up to Rs. 1,000, and that payment without limit should be made at any 
other post-office at a district headquarters in India or Burma and, 
subject to a limit of Rs. 100 in any week from Sunday to Saturda~', at 
any post-office doi~ money-order business. The usual form in two 
parts should be used, and a photograph could be attached to each part 
to establish identity. Identity cards are alreac!y being sold by the 
post-office at one rupee each. Whenever a bank is establislied with 
approved manallement at any place arrangements should be made to 
pass this work over. to the bank. 

390. Importance of Remittance Facilities.-Facilities for 
cheap and sp,!!edy remittance of money are of great imporlance in every 
country, but they arc of special importance in a country of wide extent. 
As \\'e have already sUl(gested earlier in this chapter the main solution 
of the problem is to be found in a system of banks, and we shall make 
proposals on this basis in Chapter XIX. 



,( 172 ) 

CHAPTER XIl.-Co-OPI!RATIVI!CRI!DfT. 

391. The Present Conditions.-The co-operative credit 
system jn Burma works under the Burma Co-op~rative Societies Act, 
1,927, and was the s~bject of an enquiry made in 1928-29 by a committee 
under Mr. H. Calvert, C.I.E., I.C.S., who was for many years Registrar 
(Jf Co-operative Societies in the Punjab and more recently a member of 
the Royal Commission on Agriculture in India. Mr. E. P. Stocker, 
Agent of the Imperial Bank of India, Madra.. Circle. who had previously 
been a member of the committees on co-operation in the Central 
Provinces and in Madras, was also a member. Other members were 
Mr. H. O. Reynolds. I.C.S., U Hla Bu and U E Pe; the two last were 
<:hairmen of certain co-operative associations. The committee prepared 
a report of 164 octavo pages with 309 recommendations. The general 
effect of the report was that the system required a thorough purging; 
the Registrar and his staff are so overworked in carrying out that· 
purging that little or no constructive work is now going on. About 
1,600 agricultural credit societies of a total of about 4.000 are in process 
of liquidation. The Burma Provincial Co-operative Bank, Ltd., which 
had formerly been the apex of the system and was found to have been 
working at a loss for several years, bas not been put into liquidation; 
but its business as an apex bank wali ordered to be gradually wound up. 
No more loans are being issued by it, and its staff has already been 
reduced to a small part of its former size. Government has undertaken 
to contribute ',sufficient to repay aU its depositors in full; and the cost 
(Jf this is estimated at 35 lakhs of rupees. Under these circumstances 
a detailed accnunt of the co-operative system would be useless. The 
past can be studied in the report of the Calvert Committee; the present 
is a time of general un.ett!ement. Statistics of the number of societies, 
their capital and advances are given in the second volume of this report 
for convenience of reference in the future. . 

392. The causes of the crisis were set out in the Calvert Committee's 
reporl There was a special misfortune in a series of bad harvests in 
Upper Burma from 1918 to 1924, and especially in the Sagaing District 
in . which one-quarter of the total losses of the apex bank arose. 
There were various mistakes of. method; e.g. a failure to train a 
sufficient staff sufficiently. and general delay in the liquidation of bad 
1Klcieties. But the immediate causes appear to us to have been 
(i) a neglect of fundamental banking principles in failure to confine loans 
to proper amounts and uses, (ii) a neglect, largely through a mistaken 
preference for mortgage security, of the co-operative principle of lending 
(Jnly as the character and capacity of the borrowers and their mutnai 
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contact and inRuence with and over one another justify, (iii) an insuffi­
cient connection with the commerciaf banking system of the country, 
and (iv) an excessive tenderness in dealing with memb~rs and societies. 
that did 1I0t repay their 10:\Os. C,,-oper.1tive credit works like all other' 
credit upon the basis that g,uerally loans are used productively and the 
income obtained by using them is .applied to repay them. The only 
magic about it is ill the melltal effects upon borrowers of no cOllside,·­
able credit illdividnall)", who are able by association and mutual support 
to inspir'; confidence in lenders and consequently to obtain enlarged 
crooit. They can only inspire that confidence b)" holding f,u;t to the 
basis of sound business methods. Olher important defects' of the' 
societies were -the practice of locking up capital in long-term loans and 
the failure to collect, local deposits; but on the both these heads special 
difficulties 'must be admitted. 

393. Restriction of Loans.-There was division of opinion in 
the Calvert COln:nittee as to the obje~ts and periods for which loans 
sho~ld be granted b)' primary agricultural credit societies. Messrs. 
St()Cker and Re)"nolds, dissenting from the opinion of the majority of 
the committee, advocated the restriction of co-operative credit to crop-­
loans· issued in illStalmellts as the mone)" was actually required. They 
thought that in the end this system would result in greater benefit to 
the countr)". and ill p.~rticnlar to the cultivators. than a system which 
permitted loans for longer periods and other purposes. Government 
has not adopted the view that co-operative credit should be restricted 
to crop-loans; it has directed however that crop-loans should be 
r"llarded as the principal business of the primary agricultu ... .u societies, 
and that, while loans for two or three )'ears should continue to be­
provided, great care should be exercised in the grant of these loa,;,. 

394. The whole Calvert Committee agreed. and we also have agreed. 
that crop-loans should be the principal business of primary societies 
and that all loans should be more adequatel)' controlled. Loans 10 
provide ordinary food and clothing for the cultivator are as legitimate as 
loans to buy seed : and lo.~ns to carry out a funeral in a reasonable way 
may be so t~o. But whatever the specific purpose of the loan it should 
be stated b)' the applicant. and the amount asked for it should be 
considered by the committee and restricted to immediate requirements 
for proper purposes. No loan to be used by instahnents through the 
season should be given all at on~. A gene ..... l description of the 
purpose. such as, "culti\"ation" or U food .. should never be tolerated. 
The applicant should show. for instance. how man)' transplanters are to­
be paid and (,-d ; and the <;ommittee o( the society should compare the 
statement in the lil-lht of its locnl knowl~e with the area of lanel 
'''OOI:ern.,(\. The applicant's 0\\'0 reso= should be kno\\'n to the 

• See (Qr.lIgnrh 9'1 Ul.1ld es.peclaU, Its lut se-ntent.~ for our inte:rrm3tion of tbi.$. 
lerm : also parognrb In. 
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-committee and considered; indeed he ought to have deposited with the 
society all money obtained by selling his previous crop and not needed 

'for immediate purposes. Moreover the actual application of every loan 
should be watched. In all this the society will be helped if it sees that 
its loans are promptly issued and promptlv and vigorously recovered. 

395. It is all essential character of primary agricultural credit 
societies that each should be confined to a small area. If this is done 
there should be no great inconvenience to the members in making 
frequent applications or to the committee in meeting frequently and in 
keeping watch over the use of loans. In compact vi11ages payments 
might even be disbursed in many cases by the committee on behalf of the 
borrower; but there are areas in which the population is so sc.~ttered, 
-either always or during the cultivation season, thdt this would be difficult. 
In the delta too it is not easy to know what one's neighbours are doing 
during the rainy season of cultivation. A matter often everlooked is 
the smallness of an ordinary primary society, the average number of 
members being about 21, which is much, less than the average number 
in some countries regarded as models in co-operative mailers. While 
this small membership limits the demands upon the committee's 
attention for supervision of the loans, it also restricts tire averaging of 
risks and the supply of suitable members of the committee. But these 
drawbacks must be accepted. The area of each society should be kept 
so small that supervision can be efficient; and the aim should be to 
interest the people of tbat,small area .in sucha way tbat all become 
members and are willing to take their turns as committee-members. The 
practice of frequent activity of the society through giving out loans in 
necessary instalments would go far to keep interest in the society alive. 
At the< same time tile number of societies must be kept down to the 

, number the department can supervise and train thoroughly; there 
must be no impatience to increase the number of societies. If quantity 
is sacrificed to quality for a time, it will not be many years before ther~ 
.are more societies working than the opposite policy could yield. 

396. We support also the unanimous recommendations of the 
ealvert Committee that repayment of loans at due"date should be strictly 
enforced, and that extensions of time should be permitted only in cases 
·of teal necessity. We think a little hardship arising out of repayment 
should not be a sufficient ground for extension; but we appreciate the 

·difficulty of inculcating this doctrine. If necessary an example .hould 
be made of a few defaulters by getting an order for payment either. 
from a Civil Court or from arbitrators·. We further s:lpport the 
Calvert Committee's recommendation that a separate account of loans 
for which the time of repayment has been postponed should be kept. 

i • In Burma the view has been taken unlil recently that the compuJlOr)· arbitration 
section of the Act did not apply to QSeS of default by memben of a society ex,cpt 
to determine the amount in default. Whether this was right or wrona:. Burma has 
JlOW fallen into line with other provinces hy recognizinl; arbitration a5 a meana to 
recovery of loans. 
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397. Excessive expenditure on funerals and ceremonies should not 
be encouraged by the grant of loans. The custom is that all in the 
village and neighbourhood con tribute a' trifling sum towards the 
expenses; large expenditure by the principal host is therefore unneces­
sary and could be restricted as a rule, perhaps always, to such 
an amount as could properly be covered by "a loan strictly repay­
able at next harvest; while in many cases a loan should be refused 
or a warning given that future credit for productive purposes would 
be restricted if excessive expenditure is incurred even withont 
borrowing. 

398. If all this could be achieved there would be no room 
left for disagreement about the absolute restriction to crop­
loans. "We suggest that a uniform prohibition of all loans 
extending beyond the next harvest, as advocated by Messrs. Stocker 
and Reynolds, may not be advisable throughout the country, but 
might be applied In some PaIts or to some societies. The principal 
question is the purchase of cattle. We are disposed to think that a 
society whose members generally employ only one yoke or two yoke of 
cattle each should be allowed to issue loans to buy cattle, while in 
societies in which the members mostly employ three or four yoke of 
cattle such loans should be forbidden. The reason for the distinction 
is lhat in the latter case the purchase of a yoke of cattle is almost an 
annual event. We recognize the objections to members borrowing for 
the purchase of cattle from other lenders than their society; but the 
evil of this is less than the evil of loans far unduly long periods and of 
slackness in rep.~yment. Having re/olard to the risk that other loans 
(j.e. not for buying cattle) not completely rep.~yable at the first harvest 
will be abused, we consider that they should be prohibited-, then 
expenses of various kinds will be subject to an influence keeping them 
down to a reasonable level. Moreover. whether a society grants loans 
to buy c<,ttle or not, it should restrict the credit for all purposes of any 
member who does not treat his cattle in the way calculated to be most 
economical by protecting them against disease and keeping them in the 
most efficient condition. There should of course be the same restriction 
of credit (or expulsion from membership) for any member who manages 
his affairs extraYab'antly. 

399. It will naturally be understood that the foregoing relates to the 
purchase of cattle by aj"rricuUurists for use in cultivating their land. The 
purcl\".<e and breeding of cattle as cal tie-dealers is on an entirely 
different footing. . , 

400. Co-operative Self-Govemment.-Behind the contro­
versy about restriction to crops-loans there is a more general and even 
more difficult question of the control to be exercised by the Registra~' 
and his officers. One could for instance concei\'e an organization in ... hich 
Government officers took an active part in the administration of societies, 

• 
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and in particular visited borrowers a\ harvest-time and either actually 
- collected the payments due to a society or took the members to the 

society's office to make their payments. This would not be genuine 
co-operatjon ; but it might be more suitable than co:operation to the 
conditions of some countries, including amongst those conditions the 
character of the people. It would be a mistake to a make a fetish of 
co-operation in the sense of a plan of self-governing societies; but we 
have no doubt that in Burma this is the proper basis on which to build. 
In Barma the character of the people is such that a system of official 
conrrol cannot· succeed. The fundamental policy must be that of 
teacljing societies how best to manage their business and securing their 
adoption of the advice by showing its soundness. Departmental officers 
should not control the granting of loans; that lesson should be learned 
through insistence by the society's creditors upon repayments. 
Nevertheless there may be rules setting reasonable bounds to the sphere 
within which the society exercises its independence and self-govern­
ment. The restrictions upon loans for periods exceeding one year are 
amongst these. 

401.. The rules could be statutory rule. made by Government. But 
we should prefer to see them as rules of practice made by the central 
banks which finance the societies. These banks should treat the 
societies precisely as the societies should treat their members. Even 
if default of one metnber makes the situation difficult for a society, .the 
central bank should ordinarily insi.t upon receiving its repayments. 

402. We understand from U Ba Maung· that there is a growing 
feeling amongst co-operators that Government should either cease to 
exercise control over societies, aad should limit the Registrar's functions 
to registratio)l and seeing that the Act is complied with, or should in 
some way undertake mu.ch more close and detailed control than now_ 
They think the methods hitherlo pursued and all methods of partial 
control are bound to be unsatisfactctry. We are agreed that, without 

. going so far as the former alternative in one sudden step, the Govern­
ment should learrto that side and aim at reaching that position as soon 
as possible. We doubt, however, whether co-operators as a body will 
be wi1ling to accept al1 the implications of this, leaving Government to 
pay only the cost of registration and of educational work amongst the 
sociel'!es and propaganda outside them. 

,-
403. Agricultural Charge.-Amongst the suggestions of the 

Calvert Committee was that of considering the introduction of legislation 
on'the model of the English Agricultural Credits Act, 1928, to permit 
the creation of an agricultural charge in favour of banks. We regret 
that we have been unable to gi"e this suggestion the consideration it 
Ueserves. In its resolution on the Calvert Committee's report the 
Government of Burma undertook to have it examined . 

• A member of abe committee. 
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404. Rates of Interest upon Advances.-Practically all 
co-operative credit societies charge interest upon advances to members 
at 1 S per cent per annum; the exceptions are very few and charge 18 
per cent. The central banks charge the societies 10 per cent. 

405. Deposits.-A serious defect in the co-operative system which 
has already been mentioned is the failure of primary societies to collect 
local deposits. The statistics appended to the annual reports of the 
Registrar include amounts which are not real deposits. For genuine 
deposits by members a total of ten thousand rupees for the whole 
country bas been described by the Registrar as an extravagant estimate. 
Amonllst the four districts which are believed to have the higbest 
amount. one had at the beginning of 1929 a total of Rs. 2,765 while tbe 
other three made up only R.. 1191 between tbem. Similarly for 
deposits by non-members tbe total does not exceed fifty thousand 
rupees. Only one society in forty, that is to say. about one hundred 
societies altogether, have such deposits at all; some deposits are as 
large as Rs. 5.000, but many more are between Rs. 200 and Rs. 500 and 
some arc less. There is not much hope of a great improvement in this 
matter while the ordinary rates of interest in the country are so high. 
A number of societies which have substantial reserves and cannot fail 
to inspire conlidence are unsuccessful in collecting deposits. People 
are not willing to deposit on so Iowa rate of interest as 12 per cent 
per annum, whkh is the rate prescribed in the byelaws of most 
sodeties for fixed deposits, when a so much;·larger p.-ofit can be made 
by lending to neillhbonr. On the other hand societies al'e not willing 
to accept deposits:1t so high a rate as 12 per cent while they can 
horrow from a central bank at 10 per cent, and naturally therefore are 
not prep.lred to offer rates competing with those the depositors can 
oht.un by mtlneylendinll. Some depositors are willing however to lend 
:1t the ..... tes offered because they are relieved of the bother that 
mcmcylendinll involves. Accordingly. as the criticisms of depositors 
conduce to better working of societies, an effort should be made to 
increase bath the deposits received from non-members and those 
received from membel"S. but especially the latter, Another difficulty in 
many societies has been a lack of confidence on the part of the public; 
internal improvement in the societies, and especially rigorous collection 
of dues, is clearly required as well as propaganda for saviOj(S. sOme 
urb:1O societies have collected deposits successfully by sending a collector 
round the bazaar to receive the deposits; they thus coUect smal\ ........ 
which though substantial in their total are individually too smal\ for 
depo..itars to go to the bank's office to pay them in. 

406. At our request the Registrar kindly collected statistics of the_ 
total deposits in co-operative banl"S (including central banks and urban 
b'lOb but not primary ~tricultuml societies) towards the end of 1919. 

12 
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His ligures were as iollows, the numbers representing thousand. of 
rupees :-

Class of Deposit0r. Fixed. Curr~nt Savings Tot .. L 
accounts. Bank. 

-1. Burmans and Karens ... '" 1916 161 48.~ 2366 

2. European, and {IOI Domiciled ... 656 3 21 6'1 

Anglo-Inctians (b) Others -
... 252 1 I 255 

3. Indians ... ... .. . 213 16 68 298 

4. Chinese ... ... '" 30 I 8 40 

5. All others .. , ... 204 .' 7 211 

------------
Grand Total 3273 183 594 4050 

A considerable proportion of these deposits consists of funds collected 
for various social purposes; . e.g. scholarship funds established as 
memorials o[ distinguished men, reserves o[ clubs and societies. 

407. Current. AccountS.-Some of the d,strict central banks 
receive deposits on current account, and they have thu9 done useful 
work in leaching the local public the moe of cheques and banking 
practice generally. The four Burman members of tbe committee, 
constituting a majority· think that although safeguards. are necessary, 
especially while~the number of accounts is too small to /olive a fairly 
steady 8vel"llf(e of total deposits, the blinks should continue to receive 
such deposits provided that they have easy acee.. to liquid resonrces 
in a branch of the Imperial Bank or a stable commercial bank or, best 
of all. a genuine central bank with control ot a'edit and currency . 

. These liquid resources should be detinitely aslillred. not liable to be cut 
off at a time of monetary strin!(ency, and (as recommended by the 
Maclagan Committee on Co-operation in India; they should equal the 
whole amollnt of the CUl'rent account deposits. The banks should also 
protect themselves against large demands for cash by tixing a reasonable 
maximum [or the amount to be drawn wililont giving one or mOl'e 
day's notice. 

401I. The (our Burman members. of the committee arc also of 
opinion that in the collection of depo;its co-operative banks will be able 
to' compete successfully with commercial bank. in the same town. 
They point out that many people give their current accounts to the 
Chettiars in towns where commercial banks are working, and they think 
'that many will prefer to /olive co-operative banks their deposits because 

• Only IiI membel1l of the commiUee took part in preparing th;" chapter. 
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they wish to help the co·operative movement. Only two co.operatiw 
central banks (Pcllu and Prome) have current accounts yet; in both 
cases the managers have shown themselves competent to deal with such 
busine... So 10111( therefore as the banks are able to make arrange­
ments for liquid r"source these members think U,ey should be free to 
accept current "ocounts without restrictions. Two other members 
could not attend for the discllssion of this question and the remaining 
two took an oppo.ite view. 

J/illority View.-Mr. Dawson and Ule Chairman disallree with the 
Burllles~ members in this matter, although they dO not attach less 
illlpor~lllce to the provision of bankinll facilities in as many places in the 
cOllntry as possible, and to the education of the people in bankinl/:. 
These memb rs adlllit that nothinl( very serious can happen so long as 
the ClIl'rent account business is .on a small scale ;' but they think it will 
not be of much use to the bank on that scale, and that if it Ilrows it is 
likely to be dangel'ou< because the keeping of current accounts presup­
poses a thoroul(h knowledge of the law and practice of banking in relation 
to cheques and other matters. 1£ central banks with cllrrent accounts 
increase in number they cannot e"pect to continue getting managers who 
have Ulis knowledge in addition to the large amount of knowledge they 
need to have for conductinl( U,eir own special business. Again, unless 
the maximum to be drawn withont notice is fixed very low, the 
"bank acting as a reserve bank must be in the same town to 
be relied upon in case an unusual demand should be made 
just before that Uank's closing time. Further, while the special 
f~atures in the constitution of co-operative banks are helpful in 
facilita!tnll the dispensing of loans and enhance the safety of loans by 
the faCilities they give in the collectiCin of dues, these banks must lind it 
especially difficult to manage currenl accounts, because, with agricul­
tuml loans forming the main part of their advances," they are moee 
directly and more seriously affected by the climatic vicissiturles of agri. 
culture and have less elasticity tban commercial banks. A further 
consideration is that If, as both the MacI~"", All-India Committee on 
Co-operation and tbe Calvert Committee on Co-<.peration in Burma 
recommended, liquid resource equal to the total amount of deposits is 
maintained, there can be little or no prnlit for the co-operative banks 
from these accounts. Moreover (this minority thinks) as soon as 
commercial banks are established they are likely, in spite of a sentimental 

"reg-.u-d by s"me for the co-operative banks, to attract deposits more 
stronilly ; if this is so, it would be better for co-operative banks to con· 
centrate opoo other sources of money ia which there is less risk of the 
supply d\\;ndling away. 

All these considerations tOilether show that co-operative b&nks, 
instead of themsel= taking deposits on current account, would be better 
advised to m:\Da~,'e their business so as to enh:\Dcc their credit ,nth 
commercial banks which ()OU1d dillOOunt their bills aDd to SOble extebt 
avel'a!(a the ups and do\\'tIS of-.,'Ticultural business with those of a wider 
business- Meanwhile the co-operdti\'e banks should in.:n=asc their 
collecbons of sa';!lk'" deposits and iU:cd deposits. The p~nt rates of 
interest for snch deposits are b4.<h, and in spited tbe increased difficulty 
in attractiD)( deposits an ende.l\'Our should be made to reduce those 
rales gn.dually. Savings-bank aocounta with a 10. limit to the amoomt 
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that may be withdrawn at very short notice would satisfy a good part of 
the pu':llic need of some pla<:e of safe custody for moneys not required for 
immediate use, and would 110t have the dangers arising from the use of 

'cheques. Even this business should be limited according to the facilities 
for liquid resource. The urgent need for current account deposits to 
economize the use of currency and expand the basis of credit requires 
the establishment of banks designed for this business, as will be 
advocated in Chapter XIX. Such banks and the co-operative banks will 
each have their own place to fill and their own functions to perforlll. 
Accordingly the two members whose views are expressed bere, differing 
from the majority but agreeing with the Maclagan Committee upon Co­
operation in India and the committees which recently enquired into co­
operation in Madras and in Burma, recommend that district central 
banks should not receive deposits on current account. 

409. In urban banks the position is a little different. Such banks 
might accept deposits on current account, provided that such deposits 
are only received from members, and genuine liquid resource is main­
tained up to 75 .per cent of the total credit balance, and suitable restric­
tions are made with regard to the maximum to be withdrawn without 
sufficient notice to allow the bank to obtain cash. The condition as to 
the necessary provision of liquid resource and particularly of cash, mllst 
forbid the lise of current accounts in most places. 

410. Remittances.-At present co-operative societies in Burma 
have the privilege of making remittances through government treasuries 
and some sub-treasuries by Remittance Transfer Receipts (U R. T. R.", 
see paragraph 363) or cash orders free of charge, subject to a minimum of 
Rs. 150 being sent. In places where the treasury is managed by tbe 
Imperial Bank of India the same privilege is given by that bank., We 
have no reoommendations to make in this connection. There is a 
request from some co-operators that the minimum limit should be 
reduced to Rs. 15 or removed altogether. Otherwise the only 
complaint made is on the score of delay. 

411. Co-operative societies in some other provinces have the privilege 
that three-quarters of the com,mission on remittances by post-office 
money-order i. paid by' the local government, and there is a general. 
request by co-operators that the same plan should be adopted in Burma. 
The Mandalay district committee has suggested that encouragement of 
remittance by post-office money-order wonld obviate burdening the 
treasuries with excessive remittance work for co.-operative societies. 
With the present rates of money-order commission there is a natural 
desire by societies to let three or four members make a journey to the 
central bank just before the cultivating season begins. and to take out 
at once all the loans needed for the year's work. N et:essarily the 
society must then disburse tbe whole year's loans at once. The plan 
.ecommended abo"e of giving only such loans as are needed immediately 
.;an only be worked if remittances to some fairly near place can be made 
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cheaply. We recommend that the rates of money-order commission for 
all co-operative remittances should be reduced to one-quarter of the 
pl'csent \'ates, subjcct to fractions of an anna being reckoned as whole 
annas. 

412. Exemptions from Stamp-duty .and Registration 
Fees.-Government has remitted the stamp-duty upon Ca) all docu­
ments exeollted by a co-oper.ltive society, and (b) all document. relating 
to the business of a co-operative societ~· "nd executed by an officer or 
member of tbat society, Government has also remitted all fees payable 
under the Registration of D~,d> Act by or on b~half o( a co-operative 
society or ill respect of any document relating to the business of a 
co-operative society and executed by any officer or member of that 
society. 

413, We do not wish to sugllest any modification ofthese concessions 
except fo add an exemption from stamp-duty of arbitrators' awards when 
either party to the arbitration is a co-opel'ative society, The present 
rate of duty is on the same scale as the duty on a bond, that is, roughly 
one-half per cent. subject to a maximum of five rupees: The object of 
the exemption is the removal of a small difficulty Rlet by societies in 
recovering loans from their members 

~l~. Co-operative Societies and Income-tax.-At 
presen! co-op;rative societies are exempt frolll income-tax in respect of 
their prollts, and their members are exempt from income-tax in respect 
of dividends or other payments received by them from' the societies 
on account of profits. The societies must however pay income-tax in 
respect of interest received on account of securities held by them. All 
provincial banking enquiry committees were asked to study the question 
of exemptions from income-tax in relation to co-operative societies,· and 
we inc1urled questions about this subject in our questionnaireaccordillllly. 
Pmdically all co-opemtors and some others ask for the present exemp­
tions to be retained and for a further exemption to be given in respect 
of iuterest on securities held by co-operative societies. Half of this 
committee. consisting of all the four Burman members. support this 
proposal, subject to the restriction that the securities held should be 
tho...., issued by GoVffllment Or a local authority. Three of these 
members recommend also exemption from income-tax of the interest 
paid by co-operative societies in respect of debentures issued by them, 
including debentures of co-operative land-mortgage banks. Two non­
Burman members could not attend for the discussion of this question; 
the other two took a different view, 

Millon'/y I'i"".-Mr. Dawson and the Chairman are Ullable to support 
the proposal, of the Burman members. They have been guided largely 
by 1& study of the n .. ~jority report and the sevenl minority repot"tS of the 

• Sctr_pb9. 
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Royal Commission on Income-lax which studied the sa';'e question iI 
England in 1920. They have considered also the changes in th4 
constitution of the body of individuals who, either as members of a societJ 
itself or as members of societies which are such members, enjoy th4 
profit made. These individuals die or otherwise depart without takin! 
away what they have contributed to the society's reserves; ne" 
individuals come in and get the beuefit of those reserves in a reductio[ 
of ~he net Cost of service. goods or loans obtained from the society 
They think the adoption of the following principles would cause Iittl. 
difference in the assesSments now made, but would relieve the whol. 
co-operative system of risk of the hostility which special privileges arE 
liable to ·excite. Accordingly they recommend as follows :-

(a) a co-operative sDciety ShDUld be treated exactly as a company 
in assessment to income-tax, dividends upon purchases o( 
upon intepest paid being reckDned as discounts (and there­
fore as expenses of the business) whether paid to members 
or to non-members; 

(b) individual members Df. societies should be taxed upon their 
incomes, including interest on shares in a society, in exactly 
the same way as Dther perSDns ; 

(c) dividend upDn purchases Dr upon interest paid is not income 
fDr the purchaser or borrower, \\" hether he is an individual 
Dr a society; but when the price or interest on which the 
dividend is paid is charged as an expense in estimating 
assess.'\b\e income, the net amount (calculated by deducting 
the dividend from the original price or interest) should be 
charged; 

(d) whether income-tax due from members in respect of payments 
made t<> them by societies should be deducted at the time of 
payment is merely a matter of administrative convenience ; 

(~) the. bylaws of a society with respect to the mode of invest­
m4)nt of any of its funds are irrelevant in determining the 
as<essment to income-tax ; 

(fJ interest upon debentures issued by co-operative societies 
(jncludin~ co-operative land-mortgage banks) should not be 
exempt from income-tax; but, in case Burma is nDt separated 
politically from India. an equitable arrangement should be 

. made for tbe refund to the Gm'ernment of Burma of an 
amDunt apprDximately equal 10 any moneys received by Ihe 
Government Df India as incDme-Iax upon any interest paid 
by the GDvernment of Burma under a guarantee Df such 
debentures. . 

415_ Debentures as Trustee Securities.-Our divergent 
views on the inclusiDn of debentures of CO-Dperative land-mortgage 
banks in the list Df securities in which trust-moners may be invested 
have already been stated in paragraph 204. For Dther co-operative 
societies we are agreed that such inclusion is nol desirable; we wDuld 
rather not encourage the use of debentures by other h'pes of societies. 
but W6tIid expect them Ie e<>1Ieet ""ort-term money without competing 
with the land-mortgage banks as they wDuld if they issued debentures. 
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416. Post-office Savings-bank. and Co-operative 
Societies.-We are unahle to support the proposal made in some 
quarlers that the interest on deposits by co-operative societies with 
post-office savings-banks sho\ud be one per cent h,ighQf than the uSW!ol 
rate Ilranted by those banks to the public. Neither do we rec6mmend any 
scheme for lending the balances of the post-office savings-bank to co­
operative societies. If the moneys of the post-office savings-bank are 
not available for Government's use, Government must tap the supply 
ot capilal in some other way; then there would not be a net advantage 
in the amount of capital available for non-governmental purposes. 
On·the other hand the post-office savinlls-bank serves a purpose in 
standin!! ready for those who will accept low interest so long as they 
get the best security. , , 

417. Deposit of Public Funds with Co-operative' 
Societies.-For the reasons given in paragraph 408 the Burman 
members think the current accounts of municipalities should not 
generally be kept by co-operative banks unless they have suitable 
facilities for liquid resource, while a minority of us is 'opposed to these 
banks having any cllrrent accollnts at all. We are agreed that no 
interest should be paid on slIch current accounts. Fixed deposits and 
savings-bank deposits are on a different footing ; we agree that such 
deposit. with co-operative banks should be permitted provided that 
either the bank has been approved b~' Government after suitable 
examination or the bank gives as security government paper which at 
markel-value allows a margin of five per cent. In the latter case tbe 
interest on the deposits should be very low. If the English system 
of deposits repayable at seven days' notice is used to replace both 
fixed-Ierm deposits and savings-bank deposits, the rate should be 
nominal. s.~y one to two per cent per annum. Provident funds and 
the like are in the nature of trust funds. but have the ad\'3ntage for 
the bank Ihat net withdrawals can be accurately estimated in advance; 
for these the bank should give ,",overnment security as above and 
interest at the rate of the post-office savings-bank. . 

418. Joint-stock Banks. and Co-operative Banks.-
• No loud complaints have been made by joint.stock banks of competitioll 

by the co-operative banks ia Burma. So f8l' as advances are coucernecl 
it is recognized that the co-operati\'e banks occupy a special field and 
that no questioa of competition arises. There was however a &:ding 
amOllglit managenl of joint-stoclc banks that the Bnrma Provincial 
Co-operative Bank competed with them UDbirly aDd improperly ia the 
collection o( deposita; they said that, although Government had giwo 
no explicit II\I&faIltee (or deposits in that bank aud had even denied its 
responsibility lor them. the public made the deposits with the beliei 
that Government had i1lcurnlCi lor them a moral responsibilit}- ",hich it 
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would not shirk, and that accordin~ly the bank, by paying higher rates 
of interest than it would have paid with an explicit guarantee hy 
Government, prejudiced the other banks in the collection of deposits. 
But as the Burma Provincial Co-operative Bank has now ceased to 
accept deposits, we refer those interested to the Calvert Committee's 
report. There is no complaint on the score <,f competition about the 
rates of interest offered by otber co-operative banks, although they 
are gel\erally even higher. 

419. Connection with the ~oney-market.-Some of the 
central banks made arrangements for advances for use as crop-loans 
and as liquid resource with the Imperial Bank of India even five or SIX 

years before the Burma Provincial Co-operative Bank ceased to 
function as the apex bank. Adva nces have been made as overdrafts on 
the security of Government paper at bank-rate and on the security of 
promissory notes of the bafiks supported by promissory notes of societies 
made in favour of the banks and endorsed to the Imperial Bank. rn 
the latter case interest is at one per cent above the bank-rate with a 
minimum of six per cent per annum, while the advance may not 
exceed 75 per cent of the amount of the notes. In both cases interest 
is calculated on the daily debit balance and is payable monthly. These 
arrangements have been used rather more sillce the Burma' Provincial 
Co-operative Bank ceased to function as apex bank, hut the total of 
advances is sWI only two lakhs. 

420. A connection of this kind with the general banking system is 
desirable. and, subject to caution against inflation of credit, an effort 
should be made to increase largely the proportion of working capital 
which can be obtained in this way. With this object every effort should 
be made to make the paper of co-operative banks more liquid than now 
as an investment for commercial banks and the central bank. The rates 
of interest paid on deposits should be gradually reduced as far as the 
accommodation given by the commercial hanks or the central bank and 
the need to maintain the supply of working capital permit. If a larger 
amonnt of working capital can be obtained from. the I!eneral banking 
system it will not be necessary to collect so much by deposits ; thus the 

• rates of interest oliered for deposits can be reduced. As much. as 
possible of the bene6t of the reduced rates should be passed on to the 
priJD3.l1C societies. With laxity in recovery of loans a low rate of interest 
in societies would be dangerous now, because borrowers would lea"e 
loans that bear low interest WI last when repaying. But with traditions 
of rigorous collection being built up the case ,.;11 be different. Then 
low interest on loans will stimulate loyalty to the SO<.iety, kindle a more 
vivid appreciation of its work and keep interest in it alive, and will 
attract new members and consequently compel other lenders to reduce 
their rates of interest Such a connection with the commercial banking 
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system and tbe central credit controlling agency (whateve .. form that 
may take) would be of the utmost value in maintaining proper standatds 
of credit-worthiness as well, as in providing a supply of' capital at a 
reasonable cost. and in balancing tbe distribution of th.e available 
capital between the respechve demands of agriculture industry and 
trade. In Chapter XIX we shall ~ake proposals for tbe opening of 
banks wbich will be able to assist in financing co-operative societies 
tbroul(b tbe local co-operative banks witb tbese objects in view. 

421. Co-operation and State-aid.-we have already toucbed 
upon this matter in dealing with co-operati\'e self-government in 
pal'agraph 400. As a special measure at the present juncture Govern­
ment is making advances to sound co-operative societies whicb 
used to rely npon the Burma Provincial Co-operative Balik for funds to 
enable them to grant loans to tbeir member.. We approve tbis; but 
we reject the view. advocated for many years by many co-operators in 
Burma. tbat Government should supply working capital on a large scale 
for co-operative banks by making loans to them or guaranteeing loans 
made to them by other banks. 

422. Tbe fOUl' Burman members think however that the temporary 
assi.tance should be c.~rried some wa~'. and sbould be developed until 
tbe co-operative system recovers its strength and develops a vigorous 
life. 

Mil/orill' ri",,·.-Mr. Dawson and the Chairman would boo mor" 
restrictive: nnd while approving the help given at the moment would 
like to see it IIradually reduced year by year subject to fluctuations 
c<lrrespondinll to the profitableness of the previous year's cultivation. 
They think this policy would be more effective in inducing sound 
growth of the system than a more generous policy. 

423. All-India Committee on Co-operation.-In view of 
the results reached by the committees on co-operation in tbe United 

"Provinces. Madras and Burma in 192b. 1928 and 1929 respectively. we 
sUllgest o.:onsideration wbether a committee of the character of the 
Mac\agan Committee. whicb reported ill 1915. should not now make an 
examinatioll of co-operation ill 81\ India. 
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CHAPTER XIIlA.-INDIGBNOUS BANKING. 

424. Indigenous Banking is Indian Banking.-Generally 
in Burma the term indigenous is applied only to what is native to 
Burma and excludes all importations from the rest of India into Bur'1la ; 
if that meaning of indigenous is combined with any interpretation 
of banking which distinguishes' it from mere moneylending (as we 
wish' to distinguish in this chapter) there is no indigenous banking in 
Burma. The Chettiars who are of such great importance are not 
regarded by anybody in Burma as- indigenous; the greater part of their 
capital is owned in India, the permanent residences of the partners of 
their firms are in India. Every native of Burma in fact 
regards the Chettiars as no less foreign.than the exchange banks. But 
as this report is 'l contribution' from one province to a comprehensive 
survey of all India, the term il/digenous [illane. is used to mean banking 
and moneylending according to traditional Indian customs without the 
general adoption of the methods of Europe or America None of the 
indiJ(enous financiers in Burma who belongs to any race indigenous to 
Burma performs any of a banker's funciions except the lending of money. 
Neither do tbe Chinese or any othe, non-Indian race apart from the 

~
w I Chinese banks in Rangoon which are conducted on western lines. 

425. Indigenous Bankers.-Thus the indigenous bankers in 
urma are all Indians. The principal classes of them are the Chettiars, 

Marwaris, !.Iultanis and Gujeratis; other Indian financiers are pure 
moneylenders and are generally people engaged primarily in some 
other business and lending some surplus money, in many cases on a petty 
scale, to clerks and Indian artisans for domestic purposes. Some of the 
~arwaris and some of the Gujeratis are Jains by religion; there are five 
Jains of each of these classes' in Rangoon. There seem to be no 
Mussalman bankers as distinct from moneylenders. 

426. There is a money-market in Mogul Street, Rangoon; and this is 
linked up with Caloutta, Bombay. Madras, Colombo, Penang, Singapore 
and ·Saigon. The main centres of indigenous banking in Burma are 
Rangoon, Mandalay, Bassein. Henzada, Moulmein and Akyab .. 

427. The Chettiars are much the most important of the indiJ(enous 
bankers in Burma and the most highly organised. Akyab is the only 
'large town in Burma in which the Chettiars are not the most important 
of the indigenous bankers, the principal ones there being the Marwaris. 
Chettiars are found in most parts of Burma, and the next chapter of this 
report will be devoted to them. The Marwaris, Multani. and 
Gujeratis are few in comparison with Chettiar. and are confined to 
Mandalay and Prome and the ports of Rangoon, Moulmein, Bassein and 
Akyab. They are almost confined in fact to Rangoon; but evt:n there 
all three kinds taken together cannot be compared with the Chettiars;n 

(importance, although they include a few large bankers amo11gsl them. 
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Their business in Burma is related to the commercial life of· the fowns 
in which they live, and is conducted on the same lines as that of their 
fellowl in India; they have nothing to do with agriculture or.rura,i.life, 
and resemble therefore more particularly their fellows in J.i.rge.Indian 
""rls. . 

428. The Marwaris.-The Marwaris belon!,! to a re!,!ion called 
Marwar which includes the states of Jodhpur, Jaipur and Bikanir in 
R'Ijputana. They do business chieRy there and in Bombay and Bengal; 
their. most important centre is Calcutta where they are the principal 
class of I ndian financiers. In Rangoon there is a Marwati Association 
with about 400 memhers ; but only six of these are bankers. Indeed 
even the Marwari bankers do not style themsehllls- as such, but call 
Ihemsel\'es general merchants. The reason fa! this is probably that 
they ha'Ve developed out of merchants who added moneylending to 
th.ir activiti,es ; but those in Rangoon say now that there is an advanta!,!e 
in using a humble description. As a gue.s we suggest tbey think the 
description of .. banker" would impress tbe Income-tax Department too 
much. Their chief business is the discounting of bills for traders and 
bazaar·sellers in Rangoon, chieRy bills for piece· goods imported 
Irom Bombay or Lancashire. They say that 95 per cent. 01 
their bills relate to piece-!,!oods. As they h.ve nothing to do with 
acconllnodation·bills, one finds, in turning over a Marwari:s portfolio. 
bills for all sorls 01 sums with odd rupees annas and pies and not merely 
bills lor even hundreds as is the case in a Chettiar's portfolio. The bills 
01 the Marwaris are mostlr drawn in English. but some bills for the 
Bomba)' trade are in Marwari. In Rangoon the Marwaris discount chieRr 
with the National City Bank of New York and the Central Bank of India .. 

429. There are also either two or three Marwari bankers in 
Moulmein, two in Prome and about five in Akyab. About 75 per cent 
of the indigenous financing 01 wholesale trade and 40 per cent of that 
of retail trade in Akyab is said to be done by Marwaris. the remainder 
in each ca.e being shared equally by Chettian and Bengalis. In 
Moulmein the principal Marwari business is the financing of the 
export of timber and rice. 

430. The Multanis.-The Mullanis are believed to he limited 
in Burma to live in Ibmgoon, but their business is fairly large. The 
Mullani. belong to ShiL.-arpur in Sind, and have no relation to Multan. 
which is in tl,e Punjab. although they have acqnired the name of 
Multani.· Formerly the Multanis did m09t of their business in 
connection with the trade between India and the countrits to the nor1h~ 
wcst ; they then had Gffices ill lla\uchistan, Alghanistan. Bokhara. 
Samarcand and atbOl' places ill that 1'CIti0ll. But the de\'e\opment. 01. 
rail~'S shifted the tnldiQg QCntres and made tbe Multaais lIlove their 
princip:II business offices. Their head offi~_ ...... still ill Shik:arpur 

• T""", is cootrovcny b, Indi. as to bow _ came about. bot it does DOt interest 
BunoL 
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a1tho~gh their business with other classes is chiefly in Bombay. * Even 
up to 1914 however there were Multani offices in Kand"har, Kabu!. 
Bokbara and Bunderabas; but in the next few years they withdrew 
entirely from :this foreign business. It is saiel that there are only about 
a hun.dreel 'Multani banking firms in all I ndia, and that their 
total owned capital is abollt 5 million, mpees.; but \ve hil,ve no 
authoritative 'information about this. J n Burma they are confined 
t<1 Ranglmn. They buy gold and silver, bUt not for speculation: they 
buy in one place when they can sell in another at a profit, in , 
general they eschew trading and confine themselves to banking. They 
only takeeleposits rarely, alld do not take them at all from persons who 
are not well knownJo;them. Formerly they did much remittance work 
in India: but they have lost this through the development of cheap 
remitt.'lnces by telegraphic transfers and supply bills through treasuries 
and the Imperial Bank. They now get their profit part!) by short-term 
advances on hundis, but chiefly by discounting bills which they then 
rediscount with the banks (chiefly at Bombay) or sell at Sbikarpur. It 
is said that they have at anyone time about 50 million rupees of s:urrent 
bills and that four-fifths of these are rediscounted at the banks. Hundis 
not so rediscounted are held or sold at Shikarpur which is the sole 
exchange for Multani bundis; at Shikarpur hundis in' all languages and 
payable at all places are regularly bought and sold. Multanis bave 

. particularly high standards of integrity and reliabihty and have built up 
a reputation which gives them particularly good credit at banks. They 
give particular attention t~ business of an arbitrage character and 
transfer hundis freely from one place to another to get advantage in 

-<\iscount rates. As a particular example hundis discounieel by Multanis 
in Rangoon are generally sent to Bombay for rediscount because the 
rate at the banks in Bombay is generally two per cent below the rate in 
Rangoon. 

'. 431. The Gujeratis.-The Gujerati bankers are sometimes called 
Banias ; but, as in I ndia that is a vague tenn covering a variety of 
people, we are not using it. There are only a few Gujeratis in the large 
centres, and they conduct their business on much the same lines as the 
Marwaris. For most of them banking is only a small secondary part of 
their total business; they are principally. rice-merchants or diamond­
merchants or jewellers. though a few make moneylending their princi­
pal business. Like the Multani. they generally send their bills to India 
for reciscount; they choose Calcutta or Bombay according to the 
felative rates of discount in those two centres at the time. 

432. Conclusion.-Some mention of non-Chettiar bankers in 
Burma has been made also in Chapters VIII and XlA ; for further infor­
mation about them the reader is referred to the reports of the llank· 
ing committees of other provinces . 

• The Mullanis are said to be opr"'lding now in \be Mad .... Prnldency too. 
\ 
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CHAPTER XIIIIi.-THE CHETTIARS IN BURMA. • 

433. Introductory.-In Burma the term Cllet/jar; is invariably 
used without any qualification to mean a Nattukkottai ·Chettia .. ; we 
shall. follow'that custom ill this report. Moneylending Chettiars of 
other kinds are known in Madras and some are. found in' Burma ; but 
they are of such ne!(li~ible" importance as financiers there that few 
people in Burma are aware ,that other Chettiars besides th., N aU\,kli:ottai 
Chetlial's exist.* Fonnerly the term Clletty (pluraIChettjes) was generally 
used in Burma; but during the last ten years the term Cllet/iar t (plural 
Chelliars) has com. into Reneral use when EnglisQ ~spoken and is the 
description used by the Chettiars themselves when speaking English. 
At the end of this chapter will be found some extracts relating to the 
Nattukkottai Chetti"rs from a book by Dr. L. C. Jain entitled Indigenous 
B'lnki"g in 1 .. llia allcl pllblished in the latter part of 1929. Dr. Jain's 
book described the Chettiars as they are in India: we shall deal with 
thelll "\ they are in BUI·ma. 

434. In December 1927, whell Sir Harcourt Butler was Governor of 
Burma, he said in a public speech that Burma owed a g.-eat deal to the 
Chettiars. Addressing them be s."lid :-

You represellt a very important factor indeed in the life of this 
proviuce .. , ...... Without the assistance of the Chettiar banking system 
Rurma'would ne,'er haw achieved the wonderful advance of the last 
25 to 30 years ....... The Burman today is a much wealthier man than 
he was 25 years a~o ; alld for this state of ~ffairs the Chettiar cleserves 
his share of thanks. 

There are other opinions to' be met, and \1'e quote here from tin:.' 
evidence given to us by a Karen witness; but it is only fair to mention 
thnt this witness has a complete distrust of the cOlllplexity which he 
finds brought into life by" civilisation." He wrote to us as follows:: -

Tcrsdy ami pointedly speaking, Chettiar banks are fiery dragons 
tbat parch every land that has the misfortulle of coming nnder their 
wick<-d crffl'inJo(. "hey are a hard· hearted lot that will wring out 
every drop of blood from the victims without compunction for the 
sake of tbdr own inten."St. One.proof of this: 30 or 40 rears ago, 
out of 10 villagers in the COlUltry 9 had lands; now it .IS just the 
reverse, and the One that has Rot anything, has tbe same tied up in 
the band of the Chettiar tightly. . . . Again, suffice it to say that 
the swindling, ch~ating. deception and oppression of the Chettiars in 
the country. p.."lrticularly amOIlR the ignorant folks, are well known 
and these are, to a large extent, responsible for the presenl 
impoverishment in the land. • 

• it is. estimated that in Burma then: are 150 to lOa Tamils who are professional 
6nan\.'t~N and art' nol Nattuk-kottai Chettian: this number includes noo.Cbeltiars as 
\\"~U a~ other kinds of CtKtliars. 

t Cl.'II.tlr is not a plural (on" as Dr. JOlin has staled; ar b a. Tamil sullQ iml'h'­
ing 1¥t'J"f'\1ahilitv. In Kn~lish Clttthdr is oftc:"n s:relled with, inslC'3d of ; : the 
~ahlkt.l.\('.\i C'hclU:,ars' .. S&. .... ·ioI.tion u...-es Y. 

t .su \'olume: III of thi~ ~purt. Chapter Xl\,. 



In all countries and in all ages antagonistic views of the character 
of the moneylending classes bave been expressed. ' In Hurma as else. 
wbere all lenders of money are bound to seem harsh to some borrowers. 
The Chettiars have been well remunerated for the service the} have 
rendered Burma; but that does not alter the fact that the service has 
been rendered. Moreover they bave not only rendered a service in the 
past, playing in the development of Burina a necessary part which no 
other class \,as offered to play; without their support, or the substit". 
tion of some other banking system towards which no steps have yet becn 
taken, the internal and external trade of the country wonkl break down 
and the rice crop could not even be produced. 

435. General Description.-The Chettiars are an endogamous 
sect at the Vaisya caste and have their home in, an:! are the indigenous 
population of, Chettinad; this geographical h"m denates a harren 
waterless region includinJ.( S8 villages of the Ramnad District of Madras 
Presidency and 20 villages of tbe Pudukotlai State. Some Chettilrs are 
reported to bave said that the caste consisted oriJ.(inally of maritime 
traders and that money-lending bas been their profession for only a few 
centuries. Tbe population of Chettinad in 1921 consisted of about 
40,OOJ Chettiars besides the other people who had settled there in the 
"','vice of the Chettiars. But while coming from such a narrow area 
the Chettiars have wide business connections. They do business not 
only in the Madras Presidency and Bunna but also in Ceylon, the 
Federated Malay States, the Straits Settlements and Cochin China; 
ther.: are a few Chettiars also doing business in Calcutta, Siam, Java, 
Sumatra and Mauritius. They also made an attempt to establish them­
selves in South Africa, but that has been given up. Formerly the 
Chettiars did considerable business in Bengal. Twenty years ago there 
were sixty Chettiar firms in Calcutta; their principal business was the 
collection of deposits for use in their business in Bunna and elsewhere, 
but they engaged also in the export of rice. In recent years both these 
lines of business have ceased to yield sufficient profit, and the Chettiar 
colony has dwindled accordingly so that it is now of little importance. 
In the other parts of India also, except Madras, the Cbettiar. have 
little or no business; even in the Madras Presidency their loans are 
small a;'d amount.only to ahout one-sixtieth or less of the amount in 

. Burma. Their business in Madras Presidency i. chieHy in the Tamil 
districts; they do little in the Telugo districts on the west coast. In the 
Tamil districts too they are not generally !oond except at places which 
ar~ of some size and have a railway station. In Ceylon a number of 
firms own tea, coconut and areca-nut plantations which came into their 
hands when borrowers defaulted. In the Straits Settlements and 
Federated Malay States they have been interested chiefly in the robber 
industry, and some years ago they acquired a number of rubber planta­
tions owing to borrowers' defaults caused. by the faU in the price of 
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• 
rubber; whell rubber prices reviv!:d some were unwilling to dispose-of 
the estates and now. with renewed depression. find them a burden. 
The numher of Chetlia!" offices in the Federated Malay States and the 
Straits Settlements is estimated at 700. in Ceylon 450 and in Cuchin­
China about 105. The business in !lurma is more important .than th"t 
in any of lhe other countries mentioned in this paragraph; indeed it is 
more import"nt than that in all other countries toRether. . 

436. Some of the Chettiarfirms in Burma are large concerns carry' .. 
in!( on bankin!( in several places in Burma as \\'ell as in one or more ot 
thf' variou,", countries mentioned above. in some cases, although 3. firm 
does not do business in many places in Burma or outside, it includes 
partners who also hare sbares in a number of firms conducting business 
in various places. Bul there are at the other end of the scale many 
tll"ms carryinJ.! ~Il a business which is little, if anything. more than l~ere . 
moneylendin!( at a rural to\\'n in Burma; !:vell then the lending ~s. 
!(cncrally on a scale which is approached by hardly any other lenders. 

4-'7. Most of the proprietors of the Chettiar bunsinesses in Burma 
have their homes in Chettinad. the active ones among them visiting 
Burma annuallr or more frequently to inspect the working of their 
,,!(t'llcies in Burma. Some have a second house in Madras City where 
their firms receive deposits and carryon business with the Madras banks. 
Some carry on business in varion.. pL~ces in the Madras Presidency. and 
there are 9S firms workin!( in Burma whose Madras business so much 
exceeds their Burma b\lsiness that the income-tax officers assess them in 
Madrns. t~tinll the Burma bnsiness as a branch of the Madras business. 
As a rule the Pl't/prietors in Madras set up all their busitHoss outside the 
Madras PreSidenc~·. They do not <-"Online themselves to Burma. btlt 
hllve business owned by identical partnerships (or shared with diiIerellt' 
partners) in Ceylon. the Fed"ra~ Malay States, Cochin-China and 
other countries mentioned in paragrnph 435 ; in this way they have 
advantRI!e'I ill awr\li(ing their risks. in empIoyin!{ their money where it is 
nlM profitable for the time being. and in remitl'ance business. Enquiry 
WRS ntl,,le in our sI'OCiai Chetti.'U' census (described below)· to disoovCl' 
the extent to "'hich Burma businesses an: associated ~ith bnsinesses in 
other coontrie$. For 110S firms reporting. the Ilombers of bosillesse5 
abroad were Riven as 62 ill Madras. 141 in the Federated Malay States. 
27 in Cochill-China and 6S in Ce~'IOQ ; tota1 295. Most of these bllSi­
IU!S._ belon!( to firms identical ,,;th those working in Burma, but some 
of these firms lire possiblr connted more than once even for one foreiltn 
country. 011 the other hand'there are many ca&e!!. of proprietors of 
BlIrma businesses who have shares in othel' 6rms working in other 
~'()untries ; commonly the Burma agents are 4,.'D<mU\t of such connec­
tiuns of their proprietors, so that it is difficult to oNa;'. reliable statistical 
inf(lrmation abo\lt this l1lIllter. 
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438. Character and Customs of the Chettiars~The 
Chettiars are very proud of their loyalty and law-abiding character. 
They are very conservative: they owe a great deal of their strength to 
their close social organisation and are naturally careful ab.out adopting 

·any changes which might affect that. Changes are however taking 
place. A residential school was founded' in 1929 at Kanbe near 
Rangoon to give general and technical education to Chettiar boys, a 
.,?oard of trustees being appointed to manage it under the description of 
the ~attukkottai Chettiars Educational Trust; at present general edul;a­
tion on academic lines is given, but arrangements are about to be 
made for training in banking. Significant of a new attitude too is the 
endowment by tbe Chettiars in Burma of a lectureship in banking and 
commerce in Rangoon University; a sum approximating to one and a 

. half lakhs was given for this purpose, and arrangements bv the university 
.to- comply with the terms of the gift will shortly be urought into effect. 
Chettiar women are no longer forbidden to cross the seas; but it is still 
customary for them to stay in Chettinad. Although traditionally 
Chettiars keep their assets liquid or in the form of well-secured loans. 
there is one way in which they have always locked up a considerable 
amou~t of money. Social custom sets a high standard for the kind of 
house which must be kept up in each economic grade. and enormous 
sums are spent in building large houses in Chettinad. To some extent 
the custom of building large houses is due to the cllstom that so long as 

. a father is alive all his sons anJ their families live under the same roof 
with him; another influence was probably the need of a strong building 
to protect money and valuable documents. I n ot~er respects the 
Chettiars are noted for their frugality. An interestini4 characteristic is 
the way in· which, in contrast with some other Indian castes, th~r 
arrange their family affairs in an undivided Hindu family. The)" insist 
that every male shall earn his living. Even the variou. m .. ried sons of 
one father living under one roof and sbaring in one business do not eat 
in common as wOllld usually be done amongst otber Hindus; eacb 
married son is given a definite anm~~1 income or allotment of rice and 
other necessari7" and his family is required to cook its meals for itself. 
Dr. Jaih has suggested that these practices have contributed to the 
development of self-reliance amongst the Chettiars. In comparison with 
the customs of some castes investment in jewellery is not generally large 
in proportion to means; wealthy partners of firms do not generally 
invest more than 2 or 3 per cent of their wealth in jewellery, while 
those of smaller means do not invest more than ten per cent in this 
way. They do not regard jeweller~' as a useful means of holding liquid 
assets. However rich, they only own as much as is considered 
reasonable for personal adornment of their families; once this is 
provided. they do not buy more to correspond with increased 

wealth. 
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439. Cbettiars are also noted for their gifts to education and religion; 
they share with o"tber Vaisyas tbe practice of setting aside as" maga.nai • 

• or gifts for sucb purposes, a definite percentage of their commercial 
profits. In Burma' tbere are two principal forms of magamai, one 
consisting of gifts to tbe temples and one set aside for private charity., 
A Chettiar temple is always establi&hed whelever a few Chettiars are 
doing business, and magatnai contributions for tbe npkeep of tbe temple 
and the pay of temple servants are tben made every year. Every firm 
contributes at rates which are assessed upon bnsiness done and are fixed 
,by mutual agreement of the contributors each year according to the 
temple's neecis. In Burma there is generally one rate fixed for loans 
'an\1 another for property taken over for debt; e.g., the rate may be 14 
annas per Rs. 1,000 loans and 9 annas per Rs. 1,000 for property taken 
over for debt, the value of the property being reckoned always as the.:­
principal money outstanding of the debt. ' In most places one J'UPl'e p.~ 
I{s. 1,000 is regarded as the maximum rate whicb may be proposed. 
All give their subscriptions bonestly according to tbe rate of assessment. 
a failure to contribute would mean boycott by tbe otbers.' Tbe second 
form of lIIagalllaj is derived by a sort of cess upon certain kinds of 
business done. At the end of each year eacb Chettiar business strikes 
a balance of the sums remitted by it to each other shop and the sums. 
received from each shop; upon the net balance received by the one or 
the othtr of every p:lir a ,"agamai assessment of a quarter of an anna 
per Rs. 100 is calculated and paid by the receiver to the othl'.r, whO' 
uses it as a private charity fund. In addition to the temple money 
sped,,, collections are made from time to time either in one locality or 
from all the Chettiars ill Burma; an instance of the former kind is the 
!(ift promised in May 1930 by the Rangoon Chettiars to the fund for 
reli"vin!( sufferers.in the Pe!(n earthquake, while instances of the latter 
kind are the collections for the gift to Ran!(oon University and for 
endowil\j( the KanbC: school. Besides contributing to collections 
Chcttiar firms also give freely for charitable purposes individually. 

440. In R3n!:oon the temple is managed by the representatives for 
the time being of four particular firms which are regarded as the oldest 
established in Ran!(oon. The temple is in a bnilding'of two storeys on 
the ~tern side of Mogul Street, half-way between Dalhoosie Street and 
Merchant Street. The ground-Ooor is divided into six narrow rooms 
nsed for bnsiness purposes, and the upper floor has a shrine of Si\,. 
beto,," which is a space where the meetings of the community are held 
to settle the cnrrent ratc of interest and other matters of general 
importance. The temple and the rooms below it, familiarly L'1Io\\'1I as 
" the six rooms," are the real Chettiar Exchange; that is to say the place 
where gossip is exchanj(ed every momil\j( before the main busin .... of 
the <lay bl .... >ins, and a Ilencrai body of opinion. as to the finadtial situa-
lion and appropriate m~"-<Drcs is ct",-eloped. • 

13 



( 194 ) .. 
441. Th~ qUalities of the Chettiars as financiers which most i!11pres 

~ne i,n :BlIl'ma arjO ('I) their organisatiol) as'a financial' system, (b) thei 
40dality, (c) !peir mutual confidence, ftt} the confidence they cornman, 
in the minds of most of the ordinary people of the country as to th 
honesty of their dealings, Ie) the simplicity and rapidity of their proce 
dare for :granting loans', (fJ the magnitl1C!e of the total business done b~ 
them, (g) Uteir spread over all Lower Burma so that (in spite of thd: 
foreign 'Origin) the availability of Chettiar loans is accepted as though i 
wer!" as natural 'as rain in the monsoon; and (h) their dominatinl 
position as rural fioanciers in Lower Burma. 

442. SodalltY.-ln most places where more than two or thr .. 
chettiar firmS- are carrying on business there is a loose business uniOI 
arising oUt of the system of magamai contributions described in paragrapl 
439. Existence as a small alien group with frequent bloo':-relationshil 
-imd with common economic interests, descent, langnage, worship, and al 
caste associations, but divided in all these points from the 1'0pniatiOll 
around them, was sure to generate a £eeliilg of sodality, esp"cially 31 

there was necessarily matual dependence ia some matters, soeh as the 
,occasional need of liqnid resources. It has come about partly in thi! 
way, and partly as a matter of economy in the provision of a stron~ 

. boilding to protect their mooey and documents, that in each CheUiaI 
centre the firms are collected in groups of two or three to eight or more 
firms, each group occupying a brick honse which is often the only brick 
ltouse io the place. Chettiars rardy occupy wooden houses even in the 
villages. In a town, if there are two or more Chettiar houses, they are 
naturally close together because all are close to the business centre of 
thi: place. 

443. This concentration is seen, for instance, in Rangoon where all 
the firms do hU3iness within a short piece of Mogul Street. The six 
rooms, which, as was stated above, occupy the gronnd 800r of the 
temple building, are formed by parallel partitions which divide that lloel 
into six apartments ahoot 40 feet deep and with equal frontages of about 
12 feet. In a double rm" in each room are abom 10 pla~ at which 
the Cbettiars sit on a mat on the 80ar to do business with their cI ients 
as they come. The pfaccs are not separated from each other in any 
Way ; they are merely locations down each long side of the room. At 
each pla.ce there Is a small desk, holding pens and iJlk, large enongh to 
use as a rest for filling in a promissorv-note, and 10 .. enough to be used 
by a writer sitting On the lloor ; in addition there are at each space either 
two boxes about 18" X 10" X 9" or one such box and a desk about the 
same size. Each place is occupied by one finn represented by its 
casfJier wlie stays nearly all the time and its agent who keeps near by 
and comes to his place if a client comes. At the back is another room. 
transverse'to the Others, with a few more firms. Each firm has against 

- the waU behind its pla.ce one or more safes and one or more almirahs-

.. 
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. The clerks of the firms come and go, but are not locate4 in these rooms 
for their work; they do that in their livin~quarters. A few other. 
bl!ildings in MogIIl Street, within a hundred yards from the temple up' 
or . do,,,n the stn:et, h~e gr.ound floors divided into similar rooms, 
makinf( altogether !including the si~ rooms) 23 such rooms. About 14 
or 15 01. t.be very largest lirms ha.v~ separate f1als including either one or 
two business rooms, usually OA the lirst floor of a building, and all situated 
in the same smort piace of Mogul Street ; most of these 14 Or 1$ firms 
have a desk also in 001: or other of the 23 rooms. In the 23 
rooms and the Bats aAd the temple itself all the Chettiar business is 
conducted. All th" mallagJ:rS,a.ud their staff live close by, mostly in the 
rooms !/obove tbe bnsiDCSs-rooms ; some $Jeep in the 23 rooms them­
selves to act as guardians. All meet on' another freqllently, ROt only in 
business and in attendance at the temple and at communal meetings, 
but also OIl the casual occ:wiOJlS of everyday life, such as the morning 
toilet, and in the casual attendances at the six-rooms in the mornings to 
hear the gossip. 

444. Under such conditions a certain sense ohodality is snre to arise, 
and it is manifested i. a willingness to assist one another to some extent 
in time 01. Deed. The various firms grant one another varioblS conve­
niences of a miftor sort im everyday busiRess. I" case one firm gets into 
finatlcial difficulty the others ace generally willlng to support it if such 
support seems a reasonable proposition. It is said by some non·Cheltiars 
that this sense of motul support has weakened In recent years; but, since 
,the special circumstances in the last few years. when the low real prices 
,of paddy have caused so much difficolty to &llriculturists, Inay have made 
proposals to carry lame firms along less satisfactory than they might be 
in more prosperous times, it i9 diSiClllt to sal' wh~ther this weakeni~ 

'has rc.'lIly OCClll't'ed. The ",,""er is IIlOFeoYet' cOl1lplicated by blood­
'relationships ad the interlocking of partnerships described below in 
lIar.lllraph 459. The e1perience 4>1 the crisis of 19%9 sucgests that the 
-Chettiars are not willing to $Opport solvent irms in temporacy difliculty 
when such aupport in,'OIves risk of 1oss; Our Chetllar member says that 
there haa been no chllllge in this matter in the last thirty years, and 
that the refu .... to support faiDng /inns In 1929 was due to unfavourable 
estimates by th .. ~ bOOy CIi Chettian of the' financial ccndition of 
,those firms. But it is only the ordinary course of things that soclt mutual 
support should diminish as the numtler of firms gmWS; and the &eneraI 
impression U'C bue recei"ed is tbaa there bas in fact been some 
weakening. 

+IS. The Nattukkottai Chettiars' Association.-The 
Cbetlius b.ve in RangOOll 8ft hs&c:iati0lt ca!11Id the N.ttuIdIottai 

.Chettiars' Association which was inaugurated on the 2Jrd August 1923 and 

'It 
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w.ltches over the interests of the community as financiers. The members' 
are not individuals but businesses represented by their managers, and 
II early every important' business in Burma is a member; out of 1,650< 
Nattukkottai Chettiar businesses in Burma l,491l are members. But the 
remarkable sodality of the'Chettiars is not due to the Association; it 
existed long before and was the cause rather than the effect of the 
Association, though no doubt the Association helps it to continue. 
Besides watching the interests of its members the Association acts as the 
generalorganiser of the community, e.g., in collecting the moneys for 
communal gifts to education or charity. Each member pays the Asso­
ciation an annual subscripti()nof twelve .. upees. The Association is a 
member of the Federation of Indian Chambers of Commerce and. 
Industry.* • 

446. Kinds of Chettiar Banking Business in 
Burma.-The main business of the Chettiars in Burma as a com­
munity is lending money. They try to avoid speculative loans, but are 
ready to lend their money for any enterprise which offers adequate 
security and profit. Agriculture offers these and is the principal occu­
pation of the country, and most of the Chettiar loans in the country as 
a whole are made to it. In addition Chettiars outside Rangoon finance 
wholesale and retail shopkeepers and industrialists of all kinds and to' 
some extent artisans. In Upper Burma their loans to, agriculture are 
only about one-fourth of their total loans, but in Lower Burma (where 
the total amount of Chettiar loans is eighteen times as large) the 
fraction would be two-thirds. Some of the Rangoon' Chettiars play th", 
part of the ordinary district Chettiar for the Insein and Halltbawaddy 
districts. Some of the wealthier agriculturists also from more distant 
places in the Pegu Maubin and Pyapon districts come to Rangoon 
Chettiars for loans because they thus get comparatively large loans more 
cheaply than from local Chettiars ; but the total amoDnt of this businegs 
is comparatively small. Only .about ,150 out of roughly 350 Chettiar 
firms in Rangoon lend directly to agriculturists, and 60 to 120 of these 
are the Therkuvaltagai Chcttiarst who come from the south of Chettinad 
and do no business besideS lending for agriculture. Some others work~ 
ing on a comparatively small scale confine themselves to trade. Others 
again with larger resources finance the Chettiars out in the districts 
besides doing all other sorts of Chettiar banking business. ' 

447. Probably the issue and discount of hundis for remittance are the 
. most important businesses of the Chettiars after lending ; in addition 
they accept deposits, honour cheques, cUSCoolnt usance hundis, change 

• We venture to recommend special attention to the evidence of the NattukkoUai 
CheUiars' Association bv all who study the evidence on any matter in Volume IJJ of 
this repqrt. 

t See foot-note on page 106. 
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money, accept documents and valuables for safe deposit, and (outside 
.Rangoon) deal in gold. In Rangoon some Chettiars a,re ready to 
undertake all these activities except the last, which in Rangoon is the 
business of special dealers, but some do not have deposits on which­
(:heques may be drawn, and the changing of money and safe-deposit 
business are done by few. Most of the small firms in Rangoon also do 
,no hundi business, thongh such business is done by all the large firms_ 
Some Rangoon firms, as already explained, are -really district Chettiars 
located in Rangoon. It must be remembered that as stated above, th,ere 
is a wide difference between the scope of the activities of the largest and 
the smallest firms. District. Chettiars often have no opportunity of 
other kinds of business besides lending and remittance; some even are 
confined to lending in practice, although willing to do other business if it 
-comes to them. In the larlCer towns outside Rangoon some Chettiars 
get deposito. generally nominally repayable on demand ; but there are 
only a few of the L'lrgest towns in which cheques are used to draw upon 
these deposits, and ev~n there this business is confined to a few firms. 
Indeed deposits rarely supply more than a negligible part of the 
working capital of any business outside Rangoon, Moulmein,. Bassein 

.. md Mandalay. 

448. Other Occupations.-_\s a class Chettiars in Burma have 
not much business outside bankin!! and moneylending. In this they 
s"em to differ from the shroffs of most parts of India, who' (we under­
stan(\) are generallY' engaged, either on their own accounts or as com­
.mission agents, in the purchase and sale of various commodities such as 
-cotton and rice. The Chettiars on the other hand have a distinct bias 
towards being pure financio:rs, .and they have developed purely financial 
business in a high dC).. ... ee. Bnt here and there some are fonnd carrying 
-on other business. All Chettiars must of course sell gold in the form of 
unredeemed pledges; but some district Chettiars carry on a regular 
trade -in Ule gold required by 10<.."\1 people for religious Rifts and for 
jewellery .. Rangoon Chettiars do not trade in gold. Until a few )'ears 
"!!O some Chetliars in Akrab used to take part in the rice-export trade; 
bllt they hare now given this up. Chettiars may be foulld who besides 
lending money are substantial landowners or own houses shops and 
factories of various kinds, s,:ch as saw-mills and padd)·-mills. Chettiar 
ownership of :lRriculturalland will he discussed separately iti the succeed­
ing p.u"~'t"aphs. The ownership of'house and shop sites in towns and 
0( lactories has come abollt througb defaults of borrowers. Sometimes 
the Chettiar bas been forced not only to take 0\'eI' but also to work a 
la.:to<)· to avoid loss. A few howe taL.-en lip paddy-milling or sawing as 
tbeir I'rincip.'\I occupations. either from taste or because they Immd so 
mu.:h of their capitallocl.-cd up in def,wlting loans secured on the mills. 
But most of.them. being essentially financiCl'S and neither ao..-ustomed 
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to . nor skilled in industry, take the first opportunity of getting rid of 
mills and re-investing·the money in the more congenial business ofb;mk­
ing, which many of them think is also more profitable. 

449. Chettiars as Owners of Agricultural Land.-A few 
Chettiars have become principalIy land· owners, working their land by 
tenants, or even in exceptional instances working it by hired labour 
under their own direct supervision. Some of these have taken Burmese 
wives and shown an intention of settling permanently in Burma; but 
these are mostly clerks and others of inferior grade. There are also 

,a few cases of Chettiars who bold a little land largely as a sort of 
money-making hobby, being interested in the work of supervising its 
working; perhaps, consciously or unconsciously, they are keeping them­
selves directly informed by personal experience of the circumstances 
under which their principal clients earn tbe money needed to make 
payments on their loans. 

450. A Burmese newspaper (Thurira, 19th February 1930) has 
stated· that in recent years Chettiars have aimed at obtaining 
possession of agricultural land, and for this purpose have seized it more 
readily when loans were in arrears, holding it and working it through 
tenants. The newspaper made a special point of the Maubin district. 
where it said the Chettiars had taken' over 30,000 acres of paddy land 
in each of the last three years. (As the total area of paddy land in the 
district is something over 520,000 acres this would represent b per cent -
of all the paddy land of the district taken over each year.) The aews­
paper calIed upon Government to take steps to prevent land passing lato, 
the hands of foreigners in this way, and called UpOll the land-owners to, 
raise an outcry. The N attukkottai Chettiars' Association took up the 
matter and wrote a reply which the newspaper published (7th March 
1930). _ The Chettiars denied the charge. sayiug they were doing their 
best to help cultivators and had no desire to own paddy-land. They 
recalIed instances in which the Chettiars had led in applying to 
Government for measures to protect against floods and to help the 
cultivators in other ways. They also stated that in 1890, when there 
was a temporary depression, much land had passed into Chettiar hands 
through defaults of borrowers, but in a year 01" two, when agriculture 
was more flourishing, all was sold off without regard to the assured 
increase of "'a1ue in the next few years.. They said further that the 
prospect' of the separation of Burma from India was not leading them. 
as the newspaper had aHeged on another occasion, to try to get posses­
sioQ of land in Burma ; on the contrary they regarded it as an added 
fearon for avoiding the possession of land and keeping their capital 
". liquid as possible. Finally the Chettiars· declared that they already 
tJad business in various countries, that men with capital could make 
a'Ii\';ng anywhere, and that if newspapers in Burma tried to spoil the 
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good terms IlO1V existillg between the al)ficulturlsts alld the Chettial"$ 
they would close down their Burma busmess and invest their capital 
elsewhere. The newspaper stated h()wever below~ Asso~ation~.& 
reply that it .~Ici ~o i.t9 p.re.v~ opi$n.*' . '. 

4.51. The four Burmeae members o£ the committee and Prof!lSsor 
Jevons believe the newspaper is conect in asserting that there has been 
in recent years a tendency for Chettiars in' general to wish to become 
land-ownel's and for this purpose' to seiz:e lan,d more readily w/lln l()~ns 
are in arrears and to continue holdin!\ it and working it through tenants ; 
these members attribute the change to the increase of rents and the 
disappearance of difficulty in finding tenants. 

Minority View.-The Chairman and Mr. Dawson are not prepared to 
support this view; they think the conditions of recent years when 
cultivators' profits have been small may have caused a temporaty 
increase in the amount of land taken over, but -that this does not 
Indicate a general change of policy. Cultivation does not i'xtend, as 
Professor levons t\1iIiks, when low prices require a larger area to yield 
the customary income, but when prices ace high. In Maubin district 
in particular the land is broken up by deltaic creeks into sauc6l'-shaped 
areas in which all except the rims are more or less liable to flood 
and the centres are often frankly unculturable ; the effect of high 
prioes is to encourage the cultivation of land to extend down into the 
depressions where the outturn is not sufficient to pay the cost of Cluiti­
vation if prices are low. By continued working, aided by bunding and 
oU,er arrangements to modify the drainage, low land can be improved 
to some extent: and there is a continual tendency for its improvement 
by the deposit of silt washed down to it from the rim of the saucer even 
when bllndinll has prevented the entry of much silt with the river­
water. But if a period of low prices oomes early, cultivators wbG have 
borrowed to finance the improvement of such land are only too glad to 
surrender it to setUe their loans. There has also been difficulty in 
Maubin district in dealing with the rival claims of fishermen and 
a,,'riclliturists; the latter have the preference as a rule, but !rometimes 
the lishennen have their way and, by preventing the escape of watet'. 
reduce the value of 2Itric\llturalland. Thus in one way or another 
many cases of Chettiar acquisition of land have arisen at the will af the 
borrowers. It is inevitable too that some heavily indebted or unskilful 
cultimtors, who make ends meet with difficulty in ordinary times, will 
lose their land in a period of depression. Sometimes in the past when 
land has come into a Cbettiar's hands be has not sold it off at an early 
opportunity. but has continued to hold it as a speculation, seeiDg .. 
harm in using a moderate part of his capital in this \\ay. He may even 
buy additional land to round off his holding or to join profitably to high 
or low land already held either permanenUy or temporarily, aJudicious 
combination of lands at different levels being sometimes more 
profitable than an equal area all at one level. But in the past, subject 
to ezceptions described above and to occasional retentioos in the hope 
of still {urther rise in price, even OOIDp"';t holdings have genenilly 

• A further te-ncr from- the Association stated that enquiry had shown.ahat in fact 
less than one thousand acres or land bad been taken OYe!" bv Oaettiars in the b.st 
,..... iD lotaabift dIsIri<I. Thill ltIU ... came \0 ...,. _ ooIJ ..... ..... 00IIIDIi_ bad 
passed its n:port-CUi ....... 
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been sold. Small holdings widely scattered have commonly been sold 
as soon as prices could be obtained which approximated to the debts on 
account of the corresponding loans and have been sold for less when 
there wa.. no prospect of obtaining such a price soon. But the Chettiar's 
predilection is to be a financier, and he would rather have for his assets 
loans which he can transfer to another Chettiar when he wants to go 
back to Madras than land which cannot be transferred in the same 
wholesale way. Moreover, twenty year .. have gone since the difficulty 
of finding tenants disappeared and the rise of rents through competition 
of tenants began; these considerations therefore conld hardly explain 
a change of policy in the last three or four years. According to this 
view of two members the present increase of land in Chettiar hands is 
a reflection of the depression in the business of paddy cultivation, and 
will disappear when that depression disappears, and is not an indication 
that the Chettiar's heart has changed and made him greedy to get 
possession of land. 

452. Clientele.-The Rangoon Chettiars, other than those who 
-play the p,,,;t of ordinary district Chettiars for the Hanthawaddy and 
Insein districts deal chiefly witb Burmese Indian and Chinese traders. 
1n Lower Burma outside Rangoon the Chettiars deal chiefly with 
Burman landlords and agricultUrists who. together form the greater part 
of the population; in Upper Burma they deal chiefly with traders 
although the population there too is chiefly agricultural. But they are 
-equally ready to lend to all sorts of people provided adequate security 
is offered and an attractive pro.fit is likely to be o.btained.· Tbe 
Chettiars are generally at a disadvantage in comparison with a Burman 
lending to persons of his own race living in his own village;· they cannot 
have qvite the same intimate knowledge of the borrowers. By lending 
at lower rates they are able to select borrowers so as not to incur 
·excessive risk even though they lend over a fairly wide area so as to 
-employ a considerable capital. Thus most clients of Chettiars are 
landowners or tenants of good standing or shopkeepers. Borrowers 
who cannot give security to the satisfaction of a Chettiar mnst find a 
local lender who can accept the additi'lnal risk because he is in c1ose~ 
contact, and they mnst generally pay a higher rate of interest accord­
ingly ; labourers of all kinds commonly fall into this class and rarely 
borro\v from Chettiars. But there are some L~bo\lrers who have 
property 'and are able to borrow as easilY.25 tenants. 

453. Spread of the Chettiars ir1 Burma.-We have made 
no effort to trace back the history of the Chettiars in Burma previous to 
the annexation to the British Empire of Pegu and Irrawaddy divisions 
in 1852. Possibly they played a part in earlier Burmese history; I>ut the 
seed from which their present florescence developed was sown chiefly 
from about 1870 onwards. So far as we have been ahle to learn. the 
'first Chettiar bnsiness in Burma. was opened in Moulmein. probably 
before 1850, although some think the beginning was in Rangoon and gi"e 
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il852 as the date *. By 1889 Chettiars h;1d spread into everyone of the 
present districts of Lower Burma except Mergui, Salween, Sandoway, 
the Hill District of Arakan, and Kyaukpyn, of which all except the last­
·named·are still unserved by Chettiars. .No doubt the increase in the 
market-price of rice, which resulted from the development trom 1872 
onwards of the export trade by .steamers passing through the Suez 
Canal (opened 1869) and led to a continuous and rapid rise in land 
·'Values, was the prime inducement to cultivate the Burma field of 
finance : and the settled conditions brought about by British adminis­
tration promoted successful growth. The annexation of Upper Burma 
In 1886 was soon followed by the spread of Chettiars to that part of the 
·country. t They opened bnsiness at Mandalay in 1890, at Myingyan in 
1891, at- Meiktila in 1892 and at Shwebo in 1894. By 1901 Chettiar 
businesses had been opened in all districts of Upper Burma except the 
Myitkyina, Upper Chindwin and Chin Hills districts and Pakokku .Hili" 
'Tr:lcts, all fonr of wbich are still entil'ely without Chettiars .• 

454. Present Distribution of Chettiars.- The eight 
.districts which have no Chettiar offices are mentioned in the preceding 
paragrapb. Tavoy, ~tha and Bhamo districts' bave only one office 
each, while LOwer Chindwin district has only two or three, K),aukse 
and Shweho about six each. The largest numbers are in Pegu, Tharra­
\\'ad<\)" Bassein, Myaungmya, and P~'apon which have ;>.!Jout 110 to 140 
each. Hantha\\'addy and Insein districts have only about 70 and 60 
respectively i-but many firms in Rangoon serve these districts. 

455. An endeavour was made to take a census of the Nattukkottai 
thettiarS, and for this the aid of their Association in Rangoon was enlisted • 
. The Association pritlted and sent out, to all centres where NattukkQttai 
Ch~ttiars do !Jusiness, cards on \'·)lich the required statistics were asked 
.for. Instructions sent with the cards explained all the enquiries and 

• asked tilat. the cards should be distributed to all the Chettiar establish-
ments, and that every establishment shonld put a card bearing its 
.own statistics in a locked box which \\'as kept for the purpose in the 
local temple and armDlled like a post·box with a narrow slit by which 
to put the cards in. The Association gave a pledge of secl'eC)' with its 
instructions. Names were not to be written on the cards: the total 
number collected in the box was to be the sole check upon the com­
·pleteness of the work at each centre. while e\'ery establishment was to be 
trusted to make a correct record. N on· members of th~ Association were 

.asked to joil) in the arrangement. The completed cards of e\'e!)' centre 
were posted or otherwise conveyed to the Associ:.tion in Rangoon. A 
list of ceolnos \\~\S fun.ished by the Association to the Chairman of the 

• Moohndn came under British AdministnWon in 18.26. Rangoon in 1852. 
t A curious fact is that n"&l repons (rom tM Niobo and. PakOktu clb;m,,"ts S3)'lhat 

("h~tiArs tx-g.m busint'Ss in lhose- districts in 1859 and lIln respectively. We have 
.heen unable to mate further enquiry into this : it seems unlikely to be true. 
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Banking Enquiry Committee, who noted the dist~ict in which each· 
town was situated; thus the Association was able to assign each centce 
to its proper district and to ooDJl'ile the' totals for districts. A lall!e 
""rty of the committee of the Association was unwilling to communicate 
the district lotals desired by us, and before tbe compilation had been 
begun this was the subject of long negotiation between our Chairman 
and the Association. Eventually a compromise between district t<>tals 
and the provincial total was arranj(ed, and totals by divisions and for 
Rangoon Town were given. The results are shown in detail in a state­

Abstract of Resull of Special C"_/liar Census. 

Chettiar Census 
Item. figures. 

X.B.-Jo'iJl:ures (or items J to 1 
Total. represent lakhs of rupees. Other 

Raneoon• areas. 
, -tij _ (21 13) (4) 

1. Number of businesses .. , 337 768 1,105 
2. Number of outstatioll8 117 72 11!9 
3. Deposits by non-Chettiars 

on the date of enquiry .•. 16 6 22 
fal P4yable on cUma1ltl '0' 9 3 12 
(b) Olhe, ... . .. 7 4 10 

Loans ID Non-Chettiars. -- -- _.-
4. Total on 15th December 103 207 310 

1928. - -- -
5. Total on 15th May 1929 ••• 108 209 317 

- - -
6. Loan:; secored by mortgages 

tlf agricultural land on date 
of enquiry ... ... 39 102 141 

. .--

ment in the 
second volume 
of this report; 
an abstract of 
the statement is 
given in the 
margin hereby,. 

all figures from)' 
line 3 down­
wards represent 
ing millions of 
rupees. The 
figures in 
columns 2 and 
3 are ·those 
obtained by the 
census. Col­
umn 2 is prob­
ably nearly 

complete and reliable for Rangoon. Column 3 covers only Pegu 
division (excluding Rangoon), Irrawaddy and Mandalay divisions. the 
Amherst, Thatan and Toungoo districts and Akrab town. Thus the 
Magwe and Sagaing divisions and the Shan States are entirely omitted, 
and even in the included areas many firms have been omitted. 
Later the Association supplied an estimate of the omissions, showing for 
these about five hundred firms and ninety million rupees of loans. 

456. We have made enqniries from other sources too, one of these 
being an enquiry from every Depoty Commissioner for the number of 
businesses in each township. Bllt it has been difficult to reconcile 
some reports and to state a precise number because there is some con­
fusion of nomenclature, some estimators having reckoned sub-agencies 
(utkade as described below)· as agencies and some having ignored any 
business managed by a partner. Some also have possibly reckoned other 
Tamils as ChettianL The Income-tax Department gave us a statement 

• Fool-Dole _ 205. 



of the total numbet:. of Chettiars and other Tamils; some information is-­
alao to 'be had from the registers kept under the Registration of Busines~­
Names Act. The Nattukkottai Ohettiars' Association bas estimated 1,600' 
as the probable total for all Burma, its total membership being as noted 
above 1,498. After comparinf( all the estimates we have arrived at Ii. \.. 
~ure of 1,650 as approximately correct for all Burma including the Shan 
States. Of UJis number I'oughly 360 or rather above one-fifth are in 
RanRoon, while about 1,443 or seven-eighths of the total are in Lower 
Burma, including Rangoon, and 195 are in Upp"r Bunna (excluding the 
Shan States). For Lower Burma outside Rangoon the total is about 
1,100 or two-thirds of the whole. The Federated Shan States have lZ 
offices altogether.' , 

457, The number of towns and villages nt which Chettiar businesses 

Total 
Region. offices. 

Upper Burma '" 193 
Lower Burma {~ 1442 

1083 

Burma ... {~ 163S 
1176 

Pt"J:u division ~46 
lrrM.waddy division 494 

, are carried on 

Average per office. in Burma {in­
cluding Ran­
goon) is about 
217; of 
these 155 are­
in _ Lo,,'er 
Burma, " 55 ill 
Upper Burma 
and 7 in the 
Shan States.­
To the total 
for Lower 

Villa~e-Square !POPulatiOn I 
Miles. thou88nds. tracts. 

!IS 23 26 
37 5 S 
50, 6 7 

SR 6 7 
7S 9 10 

. 
31 6 S 
21 5 5 

, 

Burma Pegu division contributes 62 and Irrawaddy division 60. If 
the Slum Stales and the districts mentioned above in which not more­
than one firm is working are excluded the averages given in the mar­
Kinal table are roughly correct, reckoning the population as 10 per cent 
greater U,an in 1921, and using A. and B in the second and third lines 
to sho\\' the hj(}lres when Rangoon is included or excluded. Thronghont 
nearly every well. populated part of Lower Burma there is a Chettiar 
\vithin a day's jonrney of e\'ery cultivator ; Ilenerally half a day suffices. 
for the cultivator to go to a Chetti'lr, apply for and get a loan and return 
home. The time ret]uired may be a little more in some newer parts of 
the delta, especially as the journey must lit in \Vith tides; but in the 'parts 
of Lower Burma served by motor omnibus the time is very smaIl. In 
Cpper Borms Chettiar offices are much more sparsely distributed; we 
shall see presently that only about live per cent of an the Chettiar 
business belon!.", to that part of the conntry. 

• Throu~hout lhi. raf&!!1"01'h Tba...tmyo distrid. I-,h kgaIIy in Lower 
Runna. is ~koned \\ith l'p~r Burma beause it has closer affinities with l:pper 
&.t ............. h"""o-Ih.· \ 
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458. Chettiar FirmS.-Except in the case of the Bank of 
• .chettinad, which is a new development described in' paragraph 461, each 
'<;hettiar business is owned by a partnership of closely related persons 

. and mauaged by an agent. The partners are commonly related to each 
, '. ether through their wives, people who are related directly being more 
. likely to set up separate firms because of certain rules of a !Jindu joint 

family as to ownership of property. When a partner has grown-up 
.sons willing and able to take part in managing a business, he usually 
breaks off and sets up a new partnership consisting of himself and his 
sons; when the father dies the sons generally separate before 

.Jong to form independent firms. Agents who have done well are 
sometimes taken into partnership. Under these conditions there are 

· fairly frequent dissolutions of partuerships and formations of new firms. 
It is estimated that the number of firms working in Burma has increased 
.in the last twenty years from 350 to 1,650; this is not due to firms 
existing elsewhere in 1910 opening up business in Burma, hut to the 
formation of nj:w firms. Another result is that by the relationships of 
partners a firm is often closely connected with other firms, which 
accordingly, in case it gets into difficulties, can have reliable knowledge 

· Df its affairs and are often more willing therefore to help it over its 
· difficulty than other firms would be: 

459. Each firm works under a name formed of the initial letter> of 
_,the personal names of its proprietors; e.g., Palaniapp~, Murugappa and 
Ramanathan in partnership would style their firm as P.M,RM, (By 

· custom the name Ramanathan is represented by the two letters RM.) . 
.such a firm may open an agency at several places in Burma and 
perhaps in other countrie;; too, each business keeping direct relations 
with the proprietors in Chettinad ; if one of the agencies is in Rangoon 
it wilt act as a financial agent for all the others in Burma but 
it wilt not control them. Sometimes one or more partners will enter 
into other partnerships which hwe different businesses with their own 

. agencies in Burma and elsewhere. Thus P.M.R~1. and P.M.V. and 
~.S.C. may be three firms)n all of which one person Murugappa is a 
partner, while Palaniappa is a partner in two or them. V and C may 
perhaps be partners in other combinations. Thus there is often a close 

· interlOCking of partnerships, which again Ilives rise to mutual support 
between firms apart from the general CheUiar sodality. Each partner 
who joins more than one partnership obtains in this way some ad,'antagc 
.in the distribution of his risks ~ there is also an advantage in Iletting his 
income from several sources treated independently by the income-tax 

· officers and separately exempt from super4ax. Sometimes one of the 
partners in a firm comes to Burma to manage its business, acting in fact 
as its agent; more generally the partners !>nly inspect the workinl! of their 
various agencies and exercise general c-)ntrol. The nam! which often 
follows the initials of a firm in its description is the name of the all~t 
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carryinlt on the firm's business at a particular place; thns a combination­
of initials and name, such as P.M.V. Narayanan Chettiar, is the name' 
of the particular agency in that place. In some cases the name of the­
firm is not changed when a deceased partner is replaced by a son or 
some other change is mac\e:; sometimes the initials cif the most important 
founder of a firm are carried on even by separate parts into which a firm", 
is divided. 

460. The profits of each separate business carried on by a partnership­
are divided when the altent is changed, that is to say, once in three 
years. 1£ the partnership has offices in several places there may thus· 
be fairly' frequent distributions. But the greater part of the incgme' 
derived by the partners from the firm is received as six.montHy 
payments of interest on the larger part of the money they subscribe to' 
the capital of the firm, as is explained in further detail in paragraphs 483-
and 5-19. Any moneys which a partner draws from the film apart from' 
the rellular intel'e$t payments and distributions of profit are reckoned' 
as 10.lDs to him fro:n the firm and charged interest accordingly; thi,.· 
applies in every case, even if father and sonS in an undivided joint 
f .. mity are the only partners. 

461. In September 1929 a new form of association apP<'ared by the 
rel1istration in Madras as a private co'npany of the Bank of Cheltinad. 
which ~onsists of memhers of one famity who had previously conslitu­
ted t\\'o I"'lrtnerships w"rkinJ( in Bllrm~, Ceylon, the Straits Settlements,· 
the Fe.lerated Malay States and Cochin-China. The bank has .a paid. 
lip capital of thirty mitlion ntpees. The head office is at Kanadakathan 
in the Ramnad district in Chettinad. All the agencies of the two' 
partnerships concerned h .. ve been converted into branch offices of the' 
bank: hilt each hranch continues to hear the s.'lme relationship to the 
hank as an aj(ency bears taoan ordinary partnership, and its manager is . 
treated exa~tl)' like the agent of a partnership. Association as a 
company mn)" however, on accollnt <!If the duties imposed by the Indian 
Coml"'lnies Act IIpon private companies, lead in time to considerable 
modification of the way of carrying pn business. Especially 
modilications are likely'to arise in the matter of book-keepinll to 
facilitate the I'repa'''ltion of the annllal balance-sheet and of the half· 
yearly returns of which the act requires a copy to be m:lde available to 
e\'er~' creditor. At present the accollnts are kept on the same lines as 
in other Chettiar businesses. 

~2. Aaencies and Out-stations.-Gener.uly every place at 
which 1\ linn carries on business is a separate agency, iucluding under 
that Icnn II number of busineSses 4,'lIessed to be around 250 in number} 
ill which olle of the p.lrtn<!N m.III3..>'!"" the b"siness. In some cases an 
out·st:ltiOIl, called an IIlk ... k,· is opened in a \;lIage at a moderate 

• I't~dt melltlS Iit~lIv tlffl .... dt,'I' a.nd i'!l. rmnou~ .t-t· tid)' \\;th the accent on 
th~ tint ~~ Habit:. whkh i~ rnlll0UIl\.."e(\ .lS in the London prunuocl..l.tion of 'If' . 
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.di~~e from au agent's office and managed in subordination to 
;the agent by a. sub-agent called an IItkade al. The agent visits the 
.out-station frequently-usually onc~ a. week. The clerk has power 
.as a rille to lend up to Rs. 1,000 and draws funds for the purpose from 
his agent as required. Th," accounts are incorporated itt those of the 

,agent's business i but the sub-agent keep3 a copy of the aecOUl\ts called 
the village-book. As documents and valuables are kept for safety in 
the agent's custody, a borrower must give some lwurs Qr more notice if 
he wants to claim back apromissElry-note or mortgage-deed or jewels. U 

. is. rare to have more than one out-statioufor one busi"es., but businesses 
with two and three out-stations are known. The general rule is to have no 

.Qut-stations at all ; in our special census Elf Chettiar firms 1,105 businesses 
reporting showed only lfi7 out-slations altogether, and of these 117 
"elonged. to 337 businesses in RangooB and many. were probably 

.stations of the therklWattaJ!<# Chetti;v.s about to·be described. The pay 
E>f a sub-agent is generally Rs. 1,200 to Rs. 3,600 for the. triennium of 
the agency i besi<les this he gets a. bqnus according to ]7rofits and 

.aljlounting to anything up to Rs. 3,000. 

463. Out-stations of Therkuvattallai Chettiars.-There 
is a special group of CheWars in Rangoon who have a. system of their 
.own for organising their business. They come from the southern part 
.of CheUinad and are called tiJCrkllvaltagai* CheUiars. These have 
their places in the twenty-three roolDsand some of them accept deposits. 
but they all lend only for agriculture and not to traders, and even restrict 
their agricnlturalloans to the more substantial people. Tkey are all small 
firms. Some, but not all, belong to the Association. There are said to 
be 120 finns. altogether; but there is a little uncertainty about this 
number; one estimate was only 60. AU their agencieSc are in Rangoon. 

· Their priucipal distinguishing feature is that they send out a. cler,k to 
villages in the environs of Rangoon to deal with the local borrowers. 
The derk lodges in the house of a villager in some convenient centre 

.and goes round to the neighbouring villages in turn, calling upon the 
regular clients of the firm to enquire for their· financial needs, and of 

..course getting new clients as he can. Sometimes he moves his camp 
about ftom centre to ce,.tre during the season. He may have a little 
money to lend at once, but for any considerable ScUDl& he must await 
one of the visits of the 'agent from Rangoon who goes out every few 
days to supervise and to take the money that is needed. Some agents 

· send out clerks to two or more localities. The rate of interest cbarged 
is generally less tban that charged by . the ordiuary district Chettiars; 
but it is rather higher than wonld be got by lending in Rangoon, and 
the cost of the arrangement is not large enough to consume all this 

· advantage. 

• Thakll - !Oath: vaUagai - re~ion . 
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464. Es~ablishment.~PllJ'llllraphs 468 to 470 will pe devote4 to 

c31!ents ; but the notes ill this article apply_to them also except where 
they disagree: with the special paragi-aphs. A,n agent has generally _ a", 
establishment of bve or six persons (besides menial serl'llnts), alJ 

-coming from Chettinaa or its neighbourhood _although only about three 
in four are C/letti)rs: All are undc;r the agent's, immediate control. 

-They lire in dtfferent grades according to capacity and experience. 
-The principal thrae are the assistant, ,the cashier and the accountant. 
The asailitnnt • i,.s the chief of these and act. for the agent when he is 
away. At other times he is employed in going round to collect pay­
ments and information. In a large business there may be two or more 

.accountants. The junior members of the c:stablishment have to make 
themselves generally unful, helping the agent and the three principai 

·employees, and often acti'ng as messengers. They gradually acquire a 
knowledge of the business, and accordinll to their inclinations and 
capacity rise to-the better appointments. It is a characteristic of the 
establishment that in case of need everyone is willing to do any work 
required to be done for the firm. Great care is laken in ·selecting 
agenta Rnd other members of the establishment. Owing in part to this 
and to the family connections often existing between them and the 
-principals, there Rre practically no cases or dishonesty. In case dis­
honesty does occur severe punishment is meted out by the caste, 
whether the culprit is convicted in a criminal court or nol He is 

..:ompletely severed from the caste and allowed no social intercourse 
even with hia family 001_ they share his ostracism. All whose 
-conduct contributes to any losses by dishonesty are c .... lled upon to 
make lload Ihe IImount lost. The sal .... ries and bonuses received will be 
indicated in the next article; in addition to the salary every emploree. 
including the ~ent, receives free board and lodgi~ and bas all his 
reasonable want. in other direction. oatistied, .0 that he has no need to 
·us. any money of his OWl>, He does not get a rellJllar allowance for 
these occaaional needs, but is given wbnt is needed whenever clothes, 
eigareltea or • cinema ticket .... re to be bought; the R'!nerai tradition of 
frtlltllllt, is apparently enOUgh in moat c;IIleS to prevent difficulties 
,arisin« out of this practi(le. 0.... half 0( the salary for a trienniwn is 
.usually paKt after one month's work III\d tbe remainder after returning 
\a Chettinad at th. end. '- A. portion of tho half -received ~ the begin. 
Ding is platt<l on ~t, as a rule, with the employing 01' some other 
business. Bonuscs to salaries are in every case COIltingent upon profit 
having been. made by the business, and also (~ the finD wants 
tG di6pense with his senkes) upoct the employee returning to duty 
.... ith the same firm, \\;thout working for any other firm or doing 

• Tbe T:lmU name is ...... tII. wbieh meaus ., nest man,· that .. nest man tal 
.tII. oeent. 
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any. 'other banking business in the meantime. The bonus is paid 
a~ soon as the recipient reaches Chettinad for his leave; but an on­
demand promissory note is generally taken for it as though it were ~ 
loan for the .remainder of the interval before duty begins again; ill' 
Some cases the employee is required instead to sign a formal agreement,. 
or write a letter promising to pay back the money if he does not return­

-to duty. Forfeitures are naturally rare. Generally employees of lower 
grade than agent take about one year's leave after each triennium' of' 
duty. None of the establishment, not even the aj(ent, ever brings his 
wife with him to Burma, although the ban of the caste against their 
travelling over sea has been removed. The proprietors would refuse­
their employees permission to bring wives, says our Chettiar member" 
because the women are generally uneducated and therefore susceptible' 
to temptation to extravagant expenditure on jewellery. 

465. Training.-An ordinary Chettiar boy stays at school untit 
the age of 12 or IS, learning the Tamil language and somethinl! about 
book-keeping, and in many cases nowadays beginning to learn English .. 
On leaving school he goes to a firm as an apprentice, and begins his. 
acquaintance with practical work. He does not usually seek any 
higher education; neither poes he as a rule study the theory of banking: 
or attend any commercial or accountancy schools. But a' change in' 
this respect is being made by t\l'e school at Kanbe mentioned in 
paragraph 438. 

466. As an app,'entice the Chettiar usually works first for a period of­
three years with no salary; he gets free board and lodging and the' 
usual pocket-money as described above. After three years work he 
returns to Chettinad for a year's holiday, and if there has been a 
profit he receives a bonus which may be anything up to Rs. 1,000 and 
is generally about Rs. 150 to Rs. 300. After his holiday he has a second 
period of three years employment with a salary of Rs.I,OOO to Rs. 2,000' 
for the triennium, and the usual allowances; his bonus this time being 
anything up to Rs. 1,500 and usually about Rs. 500. In a third period 
salary may be Rs. 1,500 to Rs. 3,500 for the triennium, and the bonu .. 
anything up to Rs.3,OOO. In the meantime, after his fourth or fifth 
year he may have hecaine an accountant or cashier; after his seventh 
or eighth year an assistant. He may also have served a turn as sub­
agent in an out-station. If specially capable he may have become an 
agent; but usually thirteen to fifteen years experience are required for 
this, and some never succeed to this extent. From his third triennium 
until he becomes an agent his salary and bonus do not increase much, 
as a rule. , 

467. Chettiars who are of a proprietor's family go through the same 
training as others for five' or six years and are said to receive no 
special consideration from the agents under whom the), serve. They: 
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commonly act for a time as accountant and as cashier. Thus the 
proprietors are always familiar with the work done in their offices, 
even down to small details . 

• 
46ft Chettiar Allent.-Unless the contrary is indicated' here 

I'uragraph 46+ relating to Esl"bdsl"nenl relates also to agents. The 
agent * is engaged on a three years' contract. - He receives for the 
triennium a So'dary 01 about Rs. 6,000 to Rs. 15.000, and gets also pocket. 
money and free board and lodging like the rest of the. establishment. 
The amount of the salary depends upon the remoteness !If the place 
of business as well as the allent's capacity and the volume of business. 
One-half to two-thirds of the three-years' salary is paid one month after 
takiug up the agency, the larger proportion being paid by the richer firms. 
This advance is sometimes deposited with the emplOying business at 
the Chettiar carr ... ' rate of interest (described in paragraph 502) ; 
but more generally it is remitted to the agent's wife lor her maintenance 
or lent at "",'Iln .'alli (paragraph 500): to other businesses. The remainder 
of the s.~lary is paid after the expiry of the three years when the agent 
arrives in Chettinad on leave. The bonus is reckoned as 6 to 10 per 
cent of the net profit earned during the three years' agency. Leave 
usually lasts two and a half years. During leave an agent receives no 
salary or other emoluments although he may occasionally help his 
princip."\Is with their accOlHlts. He may do a little private lending: 1 
hut he will forleit hi. bonus if he does a regular moneylending business. 
An aj(ent whose work is particularly good may be rewarded eventually 

• by admission to the partnership. Some Chettiars believe that their 
agents are more earnest in trying to make their business a success than 
are employees of banks, and even advance this as a reason against 
a ttempting to establish in Burma banking on western lines. 

469. An agent b~lds a power-ol-attorney lconferring upon him lull 
power to do anything required for the business 01 the firm. He carries 
on the business as he thinl.:s proper subject to instructions given by the 
proprietors from time to time as circumstances or the agent's periodical 
reports suggest. He sues in the courts in the name 01 the firm as its 
authorised agent. 

470. When the triennium 01 one agent has only about six months 
still to run his predecessor generally arrives and uses the time at his 
disposal to get acquainted with the business generally and its clients. 
When tlle new agent taJ..-es over the business he classifies all the out­
standing loans as Rood or bad, and submits to \be proprietors a report 
01 the amount in each c1U1. Since the bad and doubtful debts will 
make little or no contribution in the calculation 01 the prolits upon 
which his bonus will be calculated, the outgoing agent I!enerally tries to 
collect as mnch upon them as he can. The incoming agent -also, not 

• The C>cItius _ the designotioD -' _ iD 1WDiL 
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wishing to bear any losses 9n account of dOllbt£ul loans, I(enerally calls 
~ any other lo.ms· which he considers. donbtful, and either insists upon 
repayment or demands a higher rate of interest. If the two allenls 
disagree the matter is referred to the proprietors who sometimes call 
friends. 10 arbiirale ; usually there is no disaW'eemen~ because thery i. a 
traditiOA ot what is fair and re;u;onable. Moreover, owing to Ihe system 
of three years. work and thoee years leave. it lIe'>emlly happens that the 
-outgoinll agent on ame occ;uion comes. back after three years 10 takeover 
aga.;..,. 80 that two agents have chuge of a shop alternately for a long 

, SOFies of years, 

471, Total Chettiar Capital in Burma,-The total amount 
of loans to non-Chettiars shown by our special Chettiar census described 
abover was 3f crores - of rupees for the 1,105 Chettiars reporting. The 
Associatron's estimate for the remaining 550 Cheltiars is 9 crores, 'thu" 
making a total of 40 erore" for the whole country, 'Ihis estimate 
includes the capital of all Nattukkottai Chettiars, whether they are 
members of the Association or not; and it excludes the capital of all 
other Tamils, whether Chettiars or not. But from the description 
given above of the taking of the census it will be seen that the census 
was likely to yield too low a total; enquiries in otlier directions have 
convinced us that this has actuaJIy occurred. The Income-tax Depart­
ment fel'! that there was no breach of confidence in giving us an estimate 
of the total workinl( capital in each district based upon the records 
made in connection with its assessments; allowing a rough estimate for 
the comparatively sman capitals of the 95 firms assessed in Madras and 
not included in the Burma records, these gave a total of 47 crores· 
We have aTso made a third estimate with the special knowfe"dge of the 

,Diwan Bahadur A. M. M. Murugappa Chettiar, who is on<: of us. In 
making this eStimate each district was taken in turn, and for each a list 
of alf the towns and villages having Chettiar businesses was made and 
the capital at each separate centre was estimated, This process seemed 
fikely to average out ·under-estimates and over-estimates, and to j(ive a 
fair idea of the grand tolaf. We thus reached estimates of 43 cfores 
for Lower Burma without Rangoon and 4 crores lor Upper Burma. , In 
estimating for Rangoon special care is needed to avoid COUAting a 
second time about 10 crores of capital supplied to Chettiars in the 
districts ; with this caution our estimate. for Rangoon, formed by 
dividing the businesses into four I(rades for which we reckoned averallc 
capitals of SO, 25, 6 and 3 lakhs respt.-ctively. came to 33 crores. 
Adding this to the estimates of 43 and 4 crores above, we obtain a 
total of 80 crores for all Burma, We have checked the estimates for 
some important districts by estimates made by local Chettiars, and in tbe 
case of Fyapiin District we had an estimate by ~he late U Thet She who 

-. m t;OURliag RJpee& iD kttIia the lernt eTtwe is DIed to denote ten millions. 
t Par2llr2ph 455. . 
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was an exceptionally large Burman lender working 0ll the seale of a 
large Chettiar fmn and, had close'· business associations with the 
Chettiars. We think on the whole that an estimate of 75 crores cannot 
,be seriously wrong; we set 65 crores as an unassailable minimnm, hut 
we think 75 crores (750 millions) i. the most pTobable estimate. 

472. Anticipating later paragraphs of this chapter we reckon about 
100 millions of 'his are borroweli frQIIJ non-Cbettiao' souOCes including 
banks, and about 115 millions are obtained from depD!lits by Chettiats ; 
thus the capital used by firrl1S working in Burma and owned by the I 
. propllietors of those lirms is about 53'5 millions. Thg Diwan Bahadur, 
4. M. M. Mnrugappa CDe1iliar, on being presented with this deduction 
frlilm hi. eslimate .. remarked that it agreed with the universal estimate of 
50 to SS crores in, Clrettinad. It is moteaver' generally accepted 

,alllQnllst the Chettiar9 that on all averal(e about two-thirds of thd 
WIiIl'kinli capibJi in Burma is supplied by the proprietors: on Ihis baSis 
also the correct estimate for the total \vorking capital wonld be abont 
75 CrQFBS. Further confit'mation is afforded by the calculations given 
tllree paragraphs latllr, so that there is a clear convergence of evidence 
supporting our estimate. It will be observed that according to the 
statements at the beginning ci this parallJ'apb a total of abont five-sixths 
. oi all the working capital, say 64 0" 6S crores of rupees, is Clrettial' 
lOoney a1tholll!h only S6., 55 crores bel<mg to the proprietors of tlH:i 
bUSinesses. 1 .. JUDe, whoa bank .dvancea are at their minimum, the' 
anlount oi lllilll-Chettiat' capltal would be only abou' 7k to 8 crores or 

"'OUllhiy QRII-eillhth of the whole working. capital at that time. 
473. The working capital of 7$ crores in' Burma lhay be compared 

with t~e estimates loy the Diwan Bahadur A. M. M. Murugappa Chettmr 
of the Chettiar working' eapital in otllel' cOuntries, namely the Straits> 
~t"ements and Federated Malay States, tat.en together, 25 orores, 

.. Ceylon 14 crores. Cocbin-Chi""~ c\'Ores and MadraS I crore. Addin« 
the 4S crares 01 these foIw estimates to the 75 crores of BIU'IIla and di ... 
l'el(lU'ding the relati90ly trifling soms for other countries, a tofat of 
UO crores (1,200 millions) is reached for the total working capital of fM 
Chettiar finanelers. 

.. ,... The probable distribution of the total working capital between 
tftdis and agriculture is as foIIo\vs. In Opper Bunna one crore to 
agrielll!ure and three to trade ; RIo Lower Burma 45 to SO aores to 
al(riculture and 21 to 26 to trade. Thus about two-thirds cl the total 
loans ~ to :\I!fi.:ulture in Lower Burma aDd in the country as a whole, 
while, of tile comparallively sma1I total in Upper Burma, __ fourth 
1(aeS. to llII!l'icu1tmoe. ()( the .gricuIturat IOMS _ estillla" oougbly 18 to 
12 __ are crop-IoMta 1Ii- aacI repaid OVOPJ'y yev ad correspondialf 
immet\i'ltely to the annual e:rpenscs oi the culu\'lltOF$. In April' and 

- early Ma, the ulrict Cbe~ eftea have a cCltailll -.nt ef apitat 
lying idle, waiting to be used in the a,¢cultura1 loaDs of the nett 
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cultivating season. It has been reported to us that in Bassein about 
20 per cent of the total is thus idle; but that seems to be an over· 
estimate. The Chettiars send their spare money to Rangoon Chettiars ; 
these are generally able to use it . to finance paddy dealers or other· 
lraders, but occasionally they have deposited money in the banks at this . 
time of year. 

475. Our Chettiar census, which purported to give the statistics for 
~,105 businesses and showed a total of 31 crores of loans, showed H­
crores of loans secured by mortgages. Our Chettiar member thinks 
thi. is not correct and that a closer approximation is given by reckoning 
the following as secured pn mortgages : one· half Ihe loans to agriculture 
in Upper Burma and to trade in Lower Burma, one-third of loans to· 
trade in Upper Burma and two-thirds of loans to agriculture in Lower 
Burma. This giv"s approximately 45 crores of loans on mortgage and 
30 crores of other loans. Of crop-loans our Chettiar member estimates 
that 4 or 5 crores are on mortgage and 7 or 8 on other security. 

476. A rough test of the credibility of the estimates may be made 
as follows. The Pegu and Irrawad jy divisions of Lower Bnrma have 
a total of 6'8 million acres of land under the ordinary winter rice-crop; 
at ·an average of Rs. 100 per acre this land is worth 61f crores of rupees. 
Similarly the four· districts of Akyab, Toungoo, Thaton and Amherst 
have 2'2 million acres, which at Rs. 50 per acre are worth 11 crore •. 
The other districts of Lower Burma ·have few Chettiars and can be 
neglected here. We thus have a lotal of 79 crores value of paddy-land 
in the districts served by Chettiars. In addition the six million tons of 
paddy annually produced by this land has not been worth less than 42 
crores, * and we may still add 7 or 8 crores for the value of I! million 
acres of land growing other crops than paddy and for the annual 
prodnce of such land. We thns reach a total value of about 128 crores 
of rupees for land and agricultural' produce providing cover for loans 
in the districts we are considering. Accordingly our estimate of 45 

. to 50 crores for agricultural loans of Chettiars in Lower Burma.does 
not appear excessive. The addition to be made for Upper Burma is to<> 
small to involve serious error, and our estimate i& supported by the 
figures of the Income·tax Department. These calculations illso support 
the estimate (made by the Chettiar member ot the committee) of 10 W. 
12 crores for crop-loans, since this sum may be compared with 42 crores. 
a year taken as the value of the paddy crop. 

477. We have been told t./lat during the last four or five years there 
has been some diminution of the Chettiar capital in Burma; but the· 
Diwan Bahadur A. M. M. Murugappa Chettiar does not think this is. 
true. While however there has.been nn actual transfer of capital there 

• Taking Rs. 145 per 100 _eta as the Rangoon value less the avenge coot of 
canlage and intermediate profib from the tblahiog.ftoor to Rangoon. ao lot. 
paragrapb ISO. 
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lias been something similar to that, because some of the profits which 
. would generally be invested in Burma have been sent away. This has 
been due chieRy to the attractiveness of Cochin-China as a field for 
investment ; in a country in the first Rush of development there is a 
prospect of large profit by safe lending, and the transfer of capital 
iHustrates the readiness at the Chettiars to move their business in search 
-of profit. Some say that contributing causes have been tbe recent 
depression in.Burma's rice-trade, and. the attempts which were made 
one or two years ago in a few localities to organise refusal to pay taxes 
'Or the dues of Chettiars. The possibility of the political separation of 
Burma from India is also said to playa part, the Chettiars fearinl( that 
the separation will lead to double assessment to 'income-tax in Burma 
and Madras, and also thinking that the attempted organised refusals to 
pay their dues presal(e unfair treatment later on if the political connec­
tion with India is broken, 

478. On the other hand it is estimated by the Diwan Bahadur that 
-only about twenty or twenty-five years ago the total number of firms in 
Burma was about 350 and their working capital 15 crores ; that is to say 
.about one-fifth of the present working capital and rather more than one­
fifth of the present number of firms. 

479. Sources of Workinll Capital,-We have already seen 
that about 500 to 550 millions or two-thirds of the total wOrking capital 
of the Chettiars is supplied by the proprietors of the various firms from 
their own money. Of the remainder rather more than one-half is obtained 
.as deposits from oth!".r Chettiars and only the residue is derived from 
non-Chettiar sources. Thus altogether only about one-seventh of all 
the working c. ... pital. is supplied by non-Chettiars, including the banks 
·worked on western lines. The part supplied by non-Cheltiars is not 
however without importance .. The Nattukkottai Chettiars' Association 
has stated in its evidence before, us that the failure of some Chettiar 
firms about Au~ .. u.t 1929 has caused the confidence of non-Chettiar 
depositors to diminish, and that the conseq~nt reduction of their deposits 
has been one cause of the recent restriction of Chettiar advances to trade. 

480. The I1llU1linal statement gives estimates of the total amount of 

Advancn 'raln Burma banks 
Deposits ill Rangoon 
Other dq-oooils in Burma 
Advanco (rom Madras banb 
Deposit. In Madru 

30 
50 
7 

13 
2 

working capital obtained from 
various non-Chettiar sources. 
All the numbers represent 
millions of rupees and ielate to 
the months of January. to 
March when the advances 

_________ ToIaI __ ...!.._I_02_, from banks are hiIlhest ; in 

June the total wonld be less by 
about 20 to 25 millions owing to repayment of part of those advances_ 
"The figures gi\"eD for capital raised in Madras relate only to qlpital used 
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il) ~l!I'ma ; /loS .eady noted, t/I¢ total capita.! U$j!d il) Madras is very sllQlr 
compared with thahS/ld ift B!H1JIa. -Abaut 15 ~r cent af the DOD.· 

Olettiaf' capital js I;hus raised m Madras. Tbe se~rate sOurces of capital 
are ~ted in the fl'lklwing paragraphs. One-bali of ~ taWis derived 
from deposih ~ RangClon ; ill fact only seven millions of deposits end 
less thlln tl!ree !lliUioos !H aQVlIIlI?eS fr~Jl) banks arc obtained in Burma 
outside I'Ungoon. ThIJjl for mon",y not supplied by their respective 
proprietors ..;>r as deposits received tbrough the proprietors from thell' 
Cbettiar' friends. <Iistrict busillesses rely "host elltirely UpGn the 
RangOOl) <;hettiars; the total amount supplied to the districts on this· 
head is estimated at 100 millions (to crores). 

481. Average Cpst Qf Working Capital.-The cost of capital 
obtained from cac!). separate source will be noted be,low in the separate 
accounts given for the various sources. .The Rangoon CheWars 
estimate the average cost of their workinll capital at ;tbout ten per cent 
per annum, probably a little on the lower side of ten. In the districts 
the average cost is s.aid to be about .twelve per cent. 

482. Proprietors'Capital in a Chettiar Business.-Each 
agent of a Chettiar firm receives from the proprietors a separate supply 
of capital with which to manage his business, including any ulkade 
which may be attached to it. There arC two systems on which t hi. 
supply is given. The usual arrangement which applies to all Rangoon 
businesses and to most others besides, is to have what is called on 
.. allency aCC<lllut " (arimi kanaUul and is described in the next 
paragraph. The other arrangement has II .. current account" (nadap~ 

. kn .... kku) and applies to many, bot not all, agents in place. outside 
Rangoon of firms which have in Rangoon an office from which further 
working capital can be supplied; this armngement is described in the 
next p;lragraph but one. 

483. Proprietor's Capital sUDPlied on Agency 
Account.-In a business with an agency account the capital supplied 
by the proprietors is divided into two very unequal parts. The smaller 
part is called mudal pana,,," and the larger part is called sonlha 
Ihavana; panam.* In 'English the two parts are commonly called 
tJwned capita) and borrowed capital (or surplus capital) respectively,. 
wl)i1e the term capital when used alone means the .. owned capital." 
But both are in fact the proprietor.' capital, and, in tbe event of wind­
ing-up, raIlk after all claims by creditors who are not partners. The 
distinction between them is only a matter of the arrangement for 
sharing profit and raying tile agent's bonu.. Dividend in resped of 

• It would be more idiomatic to write these Tamil tenns as a !4ingle word in eacb 
case ; but we bave divided them fl>r the convtniencc: of readen who are not famj);ar 
with Tamil. The same applit's to s,e"\ era! lother Tamil terms used in this chapter.­
M.dal. fi~ ; #a"a", - money ; ."lIIa ~self ; Huu"."i • period. 
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the oWlled ca.pitai 1s tuliy akawn on making mp the ~nts for lin 

.agent'. trienni_ I mterest at a certain tate is ctiedi~ 'to the panbner.s 
In _peel of the bGrrowed ca;>itaiI ellery six monllhS Bnd il; not iadadod 
in the profit 011 wilicla the agent's bonws is reckooed. The _nod 
capital IN'''/'" ,""'JI" .otdiM.~i1y lImGunb to I or 2 pel: ceIlt of the t_l 
workin(( capital I bu.t the amount in any parUclliarcase depends upon 
the amount of busillesS 1.0 bt dont~ tbe ~tandiDC of the p~ipUo. ud 
their delire to seoure the )Darticuiar ageofs services. In Rangcon the 
uouaJ amount of o .... ned capital is lifteen or sixteen tho1llSBnd ",.plles '; 
but lome businessetl have as little as three thousand while four or ille 
have n hundred thousand. Outside Rangoon the range is from th~ 
tbousaud up to about 6fty thousand. Tile borrowed capital (.",,1_ 
Ih""anm f",,,am) may constitute any proportion of the wor.kioR capital 
from 40 per ~nt upwards. In many caseS all the lvorking capital. 
Cl<Cept the smaU owned capital is provided in Ihis form; in others IIOIIlB 
may be provided by deposits. In R,ulIIOOIl basiaesses the propridono 
8uWlV on an avel"llf.le about 60 to 70 per cent of the working capital 
in this fortn. The interest due to the pmprietors for tbe borrowed 
capital is reckoned at U current rate" ("rldaH- rmlti, paragraph 502) 
or at " rate fixed ill relation 1.0 that and differing front it by not more 
than two anuas in ellcen or defect, and is credited as DOted above. 
No uniform relation.hip exists between the relative shares of _thJl 
~fItJ'" and of ","th.. tlratl""," ~nllffl respectivel)' contributed by the 
several partners. 

484. Proprietor's Capital supplied on Current 
Account.-When the proprietors supply capital on current account 
they supply a smatr ,,,,,,I<II 1<""'In of one or h~o per cent or the total 
workin!! capital exactly as in the c. .. se of an agency account. FUrther 
c. .. pita) is supplied by loans from the Rallj(oon office at some agreed 
amount, not exceeding two annas, above the" current rate" of interest 
(H .. " .. ~t" flaltl, paragraph S02). The capital so supplied is subject to 
the ",,'1[""'11; charge (described In paragraph 439) of a Quarter-anna 
per Rs. 100, the amount of the outstanding at the end of one year being 
reckoned for this purpose as a remittance in the next. Since about 
two-thirds of the working capital of tho! Rangoon office. from which the 
loans an- taken, is supplied by the proprietors, and generally very little 
other working capital is used by businesses with capital arranged on 
this b. .. sis. abollt two·thirds of the working capital of these agencies is 
supplied by the proprietors. In some cases a small amount of oWlllAa 

1II ... · .. lI(Ij ""..,'" Is given, SO that tile arrangement comes to resemble in 
some degree. tb. .. t of an agency account. 

-illS. Advances from Joint-stock. Banks.-The joint-stock 
hllnks lIIake ad\"aI1ccs to Chettiars in Rangoon in thcee forms knewn 
resprctively as loana, QSh-credits and o .. erdrafts, the lena .. casb-cttdit ~ 
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being a misnomer as is explained in paragraph 487 for a parti­
cular class of overdrafts.' The total amount advanced in Rangoon 
·is about 36 * millions at the maximum; of this about 21 to 23 
millions are loans and 13 to 15 millions overdrafts. Of this total 
the Imperial Bank supplies about 20 millions, L10yds Bank 7 millions 
and the National City Bank 5" millions; the Chartered Bank and the 
National Bank supply one million each while the Central Bank of India, 
the Netherlands Bank, the Mercantile Bank, and the Allahabad Bank 
make lip about 2 millions more between them. The Hongkong-Shanghai 
Bank and the Yokohama Specie BanI, do not take up this business. 
In addition the National Bank of India advances about 0'7 millions 
at its Mandalay branch, while the Imperial Bank makes advances 
at its branches as follows: Moulmein 1"5 millions, Maudalay 
9'3 millions, Bassein 0'3 millions, Akyab 0'2 millions, Myingyan 
little or none; total 3 millions. The grand total of advances 
from banks for all Burma is thus rather under.40 millions; but since, 
as we explain below, the overdrafts are only partially used, the total 
outstanding of these advances rarely exceeds 30 millions even at the 
busiest time of the year. On the 30th June the total outstanding would 
perhaps be as little as 7 or 8 millions, because some of the loans are 
.called in for that date; the I mperial bank, for instance, recalls all loans 
in June and leaves only the overdrafts (including the "cash-credits ") 

_ outstanding. :rhus the proportion of that part of the working capital 
which is supplied by the banks in Burma and Madras together to the 
total amount varies from less than 2 per cent to about 6 per c.mt at 
different times of the year. The largest total amoDnt up to which one 
firm's signature is accepted by anyone bank is said to be six hundred 
thousand rupees, including signatures for the loans descrihed in pl\ra­
graph 486 and for all bills discounted. The full amount of a loan is 
reckoned against this total for each of the two firms who sign the 
promissory-notes. Cash-credits and advances against government 
securities however are not reckoned against this limit which is thus for 
clear credit only. 

486. The banks in Burma take for the loans promissory·notes pay­
able on demand and signed by the borrower and ~nother Chettiar firm. 
At the Imperial' Bank a separate note is generally made for every 
Rs. 20,000, while at other banks the value of each note is generally 
Rs. 25,000; but some notes are for larger values than these. The 
lIsnal form of the promissory-note is a promise by the second firm to 
pay the amount of the note to the borrower at the bank ; the borrower 
endorses the note in favour of the bank t and gives hall the money to 
the other firm in accordance with a private arrangement of which the 

• All numbers in this pangrapb are estimates by our Chelliar member. 
t A copy of one of these notes i. given .. the second example in paragraph 332. 
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bank has no cognisance. The Chettiars would prefer to, sign notes 
individually for half the amount in favour of the bank and get oue other 
to sign each note as guarantor. Although the note is payable ou demand 
tl}ere is an understanding that the bank II1ill demand payment of 

, principal and interest at the end of an arranged period (which is 
frequently three months) and not before. except at the NatioJlal Bank 
-of India which coUects the interest and requires renewal of the note 
every month. In Ranlloon the Imperial Bank charj!es generally 1:5 to 
2 per cent perannom .above bank.rate for interest. while other banks 
generally cllllrge from 2 to 3 per cent per annum above bank-rate. 
The banks outside Rangoon charj!e one-half per cent per annum more 
than the banks in Rangoon. In aU these cases the rate of interest is 
fixed once for all when the loan is arranged; it does not /luctuate with 
the bank-rate durinj! the currency of the loan. 

487. Overdrafts given by the Imperial Bank of India are secured by 
Government paper or by promissory-notes payable on demand; with a 
promissory-note there is a deposit as collateral secarity of title-deeds of 
house-property situate in Rangoon and worth twice the maximum of 
the overdraft. The overdrafts secured by promissory-notes are com­
monly mis-caUed·· .. cash-credits" and are ordinarily limited to 
Rs. 100.000 for anyone party. Further the maximum amount of each 
promissory-note is generally Rs. 25.000. and a guarantor is required for 
each; thus a .. cash-credit 1\ of Rs. 50.000 requires ,honse-property worth 
Rs. 100.000 and generall)' two promissory-uotes each of which needs a 
guarantor. The guarantor of a cash-credit sij!ns an elaborate contract 
of ltUarantee. Other banks Kenerally divide the borrowers into three 
classes A. B and C and allow maximum overdrafts of fifty. thirty and 
twenty thousaud respectively to members of these classes on the security 
of a promissory-note ('a)"able on dem;.nd and signed by the borrower 
and one I!WU"antor or joint borrower. who most generaUy be of the same 
class A. Bore as the principal borro\ver or of soperior class. The 
maxima apply to the total for which a 6rm may sign in any way either 
as principal or as ItUarantor; but some banks allow some firms more 
than Rs. 50.000. A second document, called by the Chettiars an 
aKreement, is also siKned by the borrower and given to the bank ; bot it 
is m .. .reIy a declaration. in the form of a leiter addressed to the bank, 
that the borrower will remain liable on the promissory-note .. notwith­
standing'the fact that by payments made into the aero""t of the 
Overdraft from time to time. the Overdraft may from time to time be 
reduced or extillRuisited or even that the balance of the said accouut 
may be at credit." This document is known to the banks as a .. cash­
credit agreement •• or .. letter of continuity ,. ; the need for it arises out 
of a well-known legal rrinciple and it is in common use by the banks 
i. many other classes of their transactions. Usually the rate of interest 
411 a Chetliar overdraft at the Imperia\ Bank (which advances the largest 
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tntal) is 1 ~ _ to. 2 per cent abov~ the current bauk:rate; other bauks 
sometimes charge the same as the Imperial Bank, but generally take one­
balf ex- olle per cent mnre. At branches outside RanROOIl the rabe is 0'5-
pet cent per annum above ~ rate at the Rangoon IIffice. Interest is 
payable Gn the daily balance nutstanding, with monthly rests and with 
a minimum for each month equal to. the interest for ten, twel'l'O or 
fnurteen day" npon tbe maximum arranged ror tbe overdraft. The­
Cbettiars take care to 1>5e an overdraft in every mnntb to. the extent 
that will incur, at the agreed rate nf interest, the minimum amount nf 
interest fnr the mnnth, and generally let the rest remain undu""ll as 
a reserve fnr liquid resources. Thus only about four to. live million 
rupees are outstanding at any nne time and nnly a negligible prnpnrtinn 
of the working capital is prnvided by these loans. In £act the provision 
nf wnrking capital in this way is merely an aceident doe to makint! this 
way of prnviding liquid resources as eOO1\omical as vessible. 

488. In Madras the advances by the banks are made almost entirely 
by way of Iqan, nnly abnut half a rniUiGn rupees nf a tntal of aoont t J. 
millinns being made by nverdraft. The Imperial Bank adwnces about 
6 millinns, tl,e Indian B"nk nearly 7 millions; the advances by other 
banks are v","Y small. The Imperial Bank charges interest for either 
Inans mr nverdrafts at nne per cent above the bank-rabe ; the Indiatt 
Bank charges 1, per cent abnve the bank-rate in the bnsy seasnn, ; to. 
1 per cent abol1:e the bank-rate in the slack seasnn. It will be nnticed 
that the Imperial Bank's rate is one per cent less tlutn it charges in • 
Rangnnn. The Chettiars are uoable hnwever to get more nf their loans 
in Madras so a. to save this one per cent; nverdrafts must be takeD 
near at lland in Rangoon becanse they hlwe to serve fnr liquid 
resource. 

489. Deposits by Non-Chettiars.-A few depo.its are received 
from non-Chettiars in mnst large centr!S, bat the amount is negligible 
everywhere outside the four tnwII. of Rangoolt Monlmein Bassein and 
Mandalay, and in malty nf the slnaller \Oelttres there ace B@ deposits bv 
nnn-Chettiars at all. Even in Mnulmcin Bassein aad Mandalay the 
deposits are nnt large. and tile tntal of all de"':'sit. beld by Burma 
Cbettiars outside Rangooll i$ estimated at 7 million rupees, while the 
total for Ranllnon is estimated at SO mil1inns. The total of S7 millions 
fnrms roughly 60 per cent of the totai worki,,!! capital supplied by non­
Chettiars, most of the remaillder being lIupplied by adwnoes &om 
the banks. Non-Cllettiar deposits also fnnD -about 8 per cent 01. 
the tntal wnrkillj( capital of the Cbettiars. Some Cllettiars dedilte to 
accept deposits because in their localities they could only 1M deposit. 
on current account, and they do. not wantthe IlCSJXlnsibilities and trouble 
which these entail. Man)" who. u"OUld be willing to ac=pt deposits jlet 

Dnne offered to then,. In some RaJll(OOD bnsioesses which lIet deposit. 
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from non·Cb"Uiars as much as ;10 per cent of the total working cil.pital 
may be derived frol" deposits by non.Chetti3l'S, but the proi>octiml is 
I(enerally much .,naUer. 

490. The mllrl(inal table shows in millions of rupees the amount of 

- Fi •• d. 

I~D.nRoon 40 
I;:;lscwhere 4 

BlirlUa « 

Dem3hd. 

10 
3 

\3 

Total. 

SO 
7 

57 

working capital estimated to he 
obtained In Burma by depOsits 
from. non·Chettiars (ext:1uding 
advances from banks) and 
divides it between lil<ed 
deposits and depGSits repayable 
on demand, including iii. the 

laUer description the two kinds of deposits desc\'ibed In the next pant· 
Rraph. Fixed ,Iepd,it in Burma always meAns a deposit made for ~ilme 

dellnite period, whether the deposit is made with a Chettiar or with a 
bank worked 01\ western lines. The Chettiar nantes for a eur~t 
account and a fixed deposit account arle latha A<1Il4kkll and ji.reJ deJ"sft 
resl'eetively. 

49 t. The Chettiars make a distinction between demand depGSits 
and deposits on current account. The latter \!lass can have money 
added to them or withdrawn at the will of the depositor; demand 
d~posits are subject to an undertaking to repay any' part or the whole 
whenever the depositor demAnds It, but no additions to 1 he accounlare· 
to be IItade. III prncti.:e this rule about additions to demand deposits 
is nnttlmlly not complied with rigidly, and there seems 10 be little 
practical diff .. rellce between demand de\lOsits and current account 
deposits save that cheque·books are not given for d\!mand deposits. 
Non·CheUiar depositors of demand deposits are generally lawyers and 
other professional men; those of current accounts are almost entirely 
tmden. alld shop. keepers. Receipts are sometimes given for demand 
deposits and mayor may not bear B rtlCeipt.stamll; in some cases a 
d"mand rromissory.note is gi.en instead. Sometimes the same is done 
{or deposits on cun'ent account: but usually a pass.book is given to the 
depositor and all furthef' derosits and all withdrawals are noted 10 it. 
Some customers tn.'lIre the entries in the pass·book themselves and send 
it to the Chettlar by II m~ I the entry htsb"cts the Chettiar as­
to ,.hat he is required to do and he initials it aftercompl~;ng. Inl'erest 
on noo·Chettiar current accounts is reckoned 00 the d-rlly balan<:e and 
Is prdd Ilt Int..nats of silt months: the rate is generall)' half an anna to 
two Ilnnas per ~'ent per mensem below the Chettiar .. current nile" 
(p..raj.'r.ll'h S02) and a~"COrdinglr rnnges as a rule from 5 to It per 
,-ent ~ annwn. wrying monthly throughout the r~r and from year to 
y~ ..... in nccordnuce with the ~tions of the .. current rate." The 
~IRtioll to tht" current rate» Is a matlet' of llmutb<enlent for each 
RcentU'!. LArge flJ'llls getIen\lll' pay low« rIIt"" than s.n.'\l16rms. 

• 
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492. In the larger towns cheque forms, resembling closely the cheque 
fonns of European banks, are supplied for payment to third parties. A 
few days notice is expected \V hen a cheque is to be presented for a sum 
which is unusually large for the particular client. The general practice 
however is that, like Aalltla mar" nal hundis,· all cheque. presented 
without previous notice are marked with the date and time and 
initialled by the Chettiar and returned to the presentor for presentation 
.again in Ihe morning or afternoon of next day according as the first 
presentation was in the morning or afternoon ; payment is made at 
<lnce on the second preJentation. This practice is a device of the 
Chettiars to avoid. the expense of maintaining liquid resources; the)" 
like to have all their capital actively employed and not merely waiting 
in the till to nieet contigencies.· The reason given for the custom by 
the Chetti3{s is that many of the depositors are traders who overdraw 
their accounts during the day and only make up the balance at the close 
<If.the day's business. These two explanations together show that the 
custom of delaying payment developed for the mutual convenience of 
the bankers and the trading community. There is a way in Rangoon to 
get a cheque paid immediately on presentation if the drawer wish". 
this to be done; the drawer must mark the cheque" urgent." Usually 
this is symbolised by putting a .. double seal, " which may be explained 
.as follows: Generally the trading name of the drawer is marke:! upon 
a cheque in English by a rubber stamp just above or beside the 
signature of the agent or manager, which may be in English Tamil 
.Chinese or any other language in common use. The stamp is commonly 
made in an elliptical design with the name written in the border and a 
-date in the middle. Recently machines which use no ink but pre .. the -
.deVice into the substance of the paper have heen adopted by some 
Chinese customers. A" double, seal" is made by stamping the cheque 

. .a second time near the upper left-hand corner. Interest on the amount 
withdrawn ceases to accrue on the date of first presentation of a 
.cheque. 

493. When a customer having a current account wishes to withdraw 
money from it he does not generally write a cheque payable to himself 
but either writes a memorandum that he wishes to withdraw or makes 
a note of the withdrawal in the pass-book which he then sends to the 
Chettiar. These devices were used to avoid paying the stamp-duty on 
.cheques and still persist although that duty has been abolished. Some 
firms however, ask their customers now to use the cheque-forms for 
these withdrawals. 

494. With effect from the 11th June 1930 the Bank of Chettinad 
.obtained access to the clearing in Rangoon through the Imperial Bank of 
India. Apart from this there is nothing corresponding to a system of 

• See paragnph 374. 
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:Iearinl( for cheques drawn upon Chettiars. These are sometimes paid' 
n to the banks worked OD western lines, and are then sent to the Chettiar 
or payment in cash, the bank makinj( a small charge to its customer 
'01' thc trouble. It is said that cheques upon Chettiars are never 
:rossc.1. Endorscments of cheques are recognised in' the ordinary 
,,,ay. 

4~5. In approved cases depositors on current accollnt are allowed 
Insecured overdrafts, that is to say they are allowed (provided they 
have arranged the matter with the Chettiar beforehand) to withdraw 
luore than they have deposited. are .not not required' to give­
lecurity on this account, are able to Pay in money whenever they please 
anu are charged interest only on the daily outstanding. The rate of 
interest charged v.lries from half an anna to four annasper cent per 
mensem above" current rate" (described in paragraph 502). 

496. Fixed deposits, although now forming so large a part of the 
total amount of deposits by non-Chettiars are an innovation as a 
I:ommon way of obtaining such deposits: Until about ten years ago­
nearly all deposits by non-Chettiars were on current account although 
about 30 to 40 per cent of them were made by cllstomers who made no 
withdrawals or, even if they had cheque-books, could be relied upon to 
give notice. A few nOll-Chettiars were allowed to make the two­
monthly Ilxed ueposits known as lhav(onai deposits and described below 
in dealin!! with deposit. by Chettiars ; that practice still continues on a 
smail scale. The number of other fixed depo.its was still smaU until 
about two years aIIO (19211) when some of the larger firms, on account of 
the responsibility for maintaining liquid resources for current accounts,,· 
bellllll first to exercise more care in the selection of depositors and 
generally to arrallJ..re for money on current account to form a rather 
smaller part of their working capital. With this object in view they 
begall to take fixed deposits from non-Chettiars for 3, 6 or 12 months 

. either .. t a lixed r .. te of interest or at a fluctuating rate olle anna or two 
i annas below the" current rate" (lIa.L.,ppu ,'aUi, described in paragraph 
50!). Since the crisis which o.."Curred in Chettiar business last year 
(A~'U:it 1929) numy firms ha\'e followed U,is example, some of tho 
smaller ones paying interest at half an anna or one anna above the 

. current rale. These deposits are lixed deposits in the same sense as 
are fixed deposits in European banks in Indi.'l, namely deposits repay­
able 011 R eLIte lilted at the tiulC of depositing; but in practice withdrawal 
before expir)' of Ule period is often allowed without any penalty, interest 
beiDil paid at the agreed rate for the whole of the expired part of the 
period, subject to discount on the interest in consideration of the time. 
stiU to elapse before the payment becomes due. ApparenUy some time 
is required for depositors to learn to abide by the condition for repay_ 
ment only at due date. So far the most usual period of deposit bas 
~n three months, and &:led rates have been mOl'e popuI.aF than the 
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fluctuating rates. FiXed rates are generally from 7 to 10 per cent per 
annom, the biggest firms paying 6 to I) per cent but not getting mnch -
money in this way. The-depositors of fixed deposits are generany 
lawyers with some. doctors and -landholders and a few others. Some 
&nns give for fixed deposits a receipt in a form similar to that used by 
European banks; but most give a promissory-note parable on demand. 

- 197. Some ChettiarS>, both in Rangoon and outside, borrow either 
.on "'Yan ~alli Isee paragraph 500) or at fileed rates from Marwari 
Multani and Gojerati bankers. In this way they are often able to 
optain funds at reduced rates of inlerest for convenient periods. 
11\ some I'ases there-may be an advantage ~ the fact that such:. ~ 
.bonowings do not readily become known 10 other Chetliars. . . 

498. Deposits by Chettiars.-The total amount of deposits by _ -
<:hettiars in Burma is estimated at about 11 to 12 crores or. say, one­
seventh to one-sixth of the total working capital. A large part is made 
up of deposits by relations and friends, such deposits being spoken of 
.coUectively as thanotk" moral panam (",hich means literaUy "money 
-through self ") because they come to the business through -the -­
:P"oprletors. An example of thanathtl moral palJam is the dowry of a 
parfner's son's wife deposited, as is customary in an undivided family, 
with the firm; another example is -the salary and bonus due to a 
partner's son in an undivid"d family for assisting in the business; stiU 
.l\Oofher is money given to a partner for a deposit by a friend who has 
no wisb to carryon a business himself. Othes Chettiar deposits 'are 

.obtained from moneys belonging to women or minors and divided up 
for investment in several firms for safety. Formerly all Chettiar 
_deposits were made as t~vanaj * deposits; but in the last ten years, as 
fhe resnlt of better education. many Chettiars have recol/Ilised that they 
.can get a better return for their money by depositing aD veyall .atti t. 
These two forms of deposits will now be described. There are no 
.chettiar deposits payable on demand besides the call-moner described 
later in this chapter. 

499. Thavanai DepositS.-ThaMlt"'-' deposits are a class of 
two-monthly fixed deposits which has existed for a very long time, and. ag 
stated abo,'e used to be the regular form in which Chettiars made • 
deposits. The terms of these deposits, apart from the rate of interest, 
need no discussion by the parties because they are fixed by custom. 
For tbe rate of inteoest also there is a standard in the 'havana; mle, 
liJaed by fhe general oody of Ranb'Oon Chetliars. and descrihed in para­
grapb S06 ; the interest OR any particular deposit i. armnged as equal to 
or so much less tban that rate. Most Ihavtl,1ai depositors are stiU 
Chettiars ; in fact there are onty a few sach depoo,-its by non.Cheltiars. 
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Cbettiaf depositors are given as 'a rule the full Iharllmaj rate of interest. 
but non-Chettiars ~et a rate one anna or two al1nas lower. Out.ide 
RaDlloon a rat!: half al1 anna above the Iha,'pnai rateis sometimes paid 
for two-month deposils because it still works ont mQl'e economically than 
<lther ways of <aising c:apital : sometimes the smaller 6rms ill Rangoon 

, 100 pay Chettiar depositors as much.as half-.an-anna above th" IhalJonai 
rate. A higber'rate than this is "ever paid. The rate-of )nterest does 
not lluc:tuate with the lhallan"i rate durinll the two-months of a deposit; . 
it remains throol!hout the period as hell in relation to the Ib,Vllnai 
'rate af tho first d;\y, Most deposits are continll."lll)' renewed for y~rS 

• -on eDd. the interest being added to the principal at each renewal, 
" aI,thoullh both pri~ipaI and interest \Day be drawn at the expiry of ~. 
", two-monthly period, if IbII ckpositor wishes \0 have them. When a, 

-deposit is renewed, t1~ t1Uljla,1CU rate of the -dny of renewal applies 
instead of Ulat of the expiring deposit, the same relation between the • 
j/uwanai rate and the tate for the particular deposit still balding good. 

, If r~payment of a deposit is asked for before the period expires it will 
generally be J(iven. tbe interest to date \>eing reduced as Usual by the 
proper discount corresponding to the period that oUllht to elapse before 
its paYmeDt. Generally an on-demand promissory-note is given to the 
depositor as evidence of his deposit; a common form of snch a note 
runs lIS follows: .. 1 promise to pay to (,..._l on demand the 9UDl of 
Rs. , ...•. bearing interest at 1 anna less tbaa the Chettiar ''''-.anai 
rate prevailing in Rangoon." There is ho\vevel' an III1derstanding 
bet_n the parties that the t..rms of the deposit are the conventional 
term, of a /ia .... ,;,.; deposit as descrihed above, Since deposits of thi .. 
.class are only taken from Chettiars and other people of well-known 
intellrily, the Chettiars think no risk is attatbed to a written promise to 
pay on demand, Civil courts would presumably refuse to recognize 
the understanding to vary the terms of the promissory-note. but it is 
hardly possible that a depositor should seek the aid of a court to assert 
his claim when the full period is only two months; the Cheltiars are 

,therefore justi6ed in accepting this risk and so saving the stamp-duty 
tbat would have to be paid if the period were stated in tfte promIssory 
note. The rayment of .. fresh stamr-doty on every two-monthly , 
renewal would be prohibitive. 

500. Veyan vani ·.-r." .... ralli deposits are fixed deposits at 
a tluctuatin/,l nit" of interest described by its excess in annas per Rs. 100 
per meusem abuv.: C1UTellt rate (~ sometimes 1"-""; rate), For 
",,, ... pIe : IUIlm:y h:nt at a ~~Y'I .... /4 rate o{ two a>lDaS would",,", 13 
anllll$ per Nl;. 100 per m"",,'CIll while the c .... rent rate is 11 an_ 
and would l>egin to cam 14 annas per oR&. 100 per mensem if the QIft\IIl' rolt.: were nUoicd to 12 aanas.. The aIDO""t of the additional 
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interest is fixed by bargaining and increases as the period of the 
advance diminishes; e.g. the vcyatl flalli rate of an advance for 12 
months may be 2 annas, while for 6 monlhs it might be 3 amms, for 4 
months 4 annas, for:1 or 3 months 5 annas. AlI these rates may how' 
ever be as low as It annas or as high as 5 annas, or rarely 6 annas, 
according to the conditions of supply and demand' for money. A 
Chettiar in Madras who wishes to deposit money 011 IIcyatlvalli arranges 
with a Chettiar in Rangoon to be his agent to make the deposit for him • 

• and he pays the agent a com!Ilissioll at 3 to 6 pies per rupee of interest 
earned. Thus for Rs. 10,000 deposited at 2 annas when the current 
rate is 14 a~nas the monthly'interest would be Rs. 100 and the commis. 
sion on this at 3 pies would be Rs. 1·9·0. ,Sometimes, for relations. n~ 
commission is charged but only out.of·pocket expenses. The usual 
periods for veyatl valli deposits are three, six and twelve months. The 
depositor receives for his money a promissory· note payable on demand. 
so that the stamp· duty of a note payable otherwise may be saved. The 
note is expressed as a promise to pay on demand with interest at '1: 
annas (or as the rate may be) more tban the Rangoon Chettiar current 
rate. The depositor receives at tbe same time a" memo" signed by 
the Chettiar receiving tbe deposit and expressed in the folIowing terms:-

I have agreed with you this day to pay after six montbs with 
IIcyan valli the sum of ...... ' . 'which I have borrowed 
from you by demand promissory.note dated tbis day 

One would have expected the" memo" to be in a form signed by 
, the depositor and given to the receiver so as to protect the latter against 
premature demand for repayment of the money. But the actual system 
works satisfactorily. 

501.· Standardised Rates of Interest.-There are two rate ... 
of interest which are fixed from time to time by the Chettiar community 
and used as the basis of all transactions between Chettiars which 
involve the payment of interest. They are known as nailall" ,lIalli (or 
.. current rate "*) and lhallanai flalli (or lhavana; rate) respectively •. 
'Several references have already been made to them and some account 
of them is given in the next two articles. It will be noticed that the' 
term flcyan flalli explained in the paragraphs immediately preceding. 
this is on a different footing; flcyan flalli is not a standardised rate but 
only an addition made in certain cases to one Or other of the standard. 
ised rates, generally the IIadatpu valli. 

502. Current·rate.-The ntula#u valli or .. current rate"· of !<an­
goon is the basic rate of interest for most tran.o;actions amongst Chettiars 
in Burma. It is the rate paid for deposits at call made by One Rangoon 
firm with another or for temporary accommodation taken as call.money 
by one Rangoon firm from another. It is also the basis to determine 

• Qlrr.HI rrrle j. the lenn used by the Chettian when talking English. 
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the rates paid by Illost ~ents to lheir p~incipa\s for U.e worltipg ~pi\:ll 
supplied by the latter. the rates cl1arl!ed tQ firms olltside Ra,ngQon for 
loans from Rangoon, the rates (veylln wldl,) paid upon the larger class of 
qeposits by Chettiars other thll\l bankiQg \inns, and the rates for III 
deposits On C\1lTent account. whether Ill"de by Chettiars or by nOIl­
Chettiars, It is fixed in the evenillil of the lC\t\l Qf every Tamil monlll· 
at a meeting held at 'I p.m. in the ClIelti~r temple at RlI\lgoon. and it 
holdll good for all the current Cbettiar Illonth illcluding the sixteen days 
already passed. At this meetill/l thl' local heads of all Chettiar firms in 
R:m;looll may attend if they wish; those who lend to Chettiar firms 
outside Rangoon are tht; Illost deepl)' interested and always try \0 
attend, while the trustees of the l!lmple are bound to attend if they CII\l. 

Both principals and agents altend, bot a princil=al who bas an agent {or 
his Rangoon business generally leaves the attendance to 'ilie agent. 
The meeting discusses Ihe general financial situation, and lixes ilie 
current rate for the CUI1'ent month in accordance with this, taking into 
acconllt the current pitch and tendency Qf the "utllana; rate (paragraph 
506), the rates current amongst the Marwaris Multanis and Gl1jeratis 
and the rates for advances by the joint-stock banks to Chettiars. As 
every firm has both income and expenses determin~d largely by this 
rate, Jtreat care is taken to fill the rate aocordinlt to the needs of the 
situation. But for the first sixteen days of the month, before the rate 
is filled. ili!lre is a lIeneral consensus of opinion as to the l'f.te that will 
be fixed, the weekly adjustment of thavaraa; l'f.te and thll clisc\1s:;ions 
incidental to that a4jus\ment being sulliciellt guide. The cmrent rate 
is expressed as a certain amount per Rs. 100 per mensent, and as a 
matter of Cl1stom (since i920) is not raiiCd above one rupee or reduced 
below eight annas without the a'pproval of a meeting specially convened 
witll a warnina oribe iIllportance of the occasion. \t is said also t.hat ilie 
current rate slIol1l6 not be raised by more than one Moil, at a timl!. 
Places outside: RII\lgOOll have, It. clll'l'ent ",te of their own; it is lI(1t fixed 
locally but stands always at one anna above the Rangoon currCllt ra.te CJI~~ 
in Mandalay and a few (ltl\er fllaces where ilie ditferenceis \I<I\f-lU\-..",a. 

SOl. A statement showing the Rangoon GllI'I'eflt Alte fOl' eve., month 
fOl' about 3S years is Riven ill the second volume of this report. It is 
gCIDerI1Ily at its highest in January and February ""d at its lowest in 
A~'llst to October. In each of the four years 1926-29 its maximum 
was equal to about 10 per cent. per annmn, while In each of three years 
before iliat the ma.umum was about 11.. In thCl foUf years 1925-~8 
the minimum WllS 6. in 1929 It was nearly 7 ""d In 1922-2-\ it varied 
from 6~ to n. Usually it is between 2 and 3 t"'r cent above 

• Cbett.ial'l use the ordinaf'J Tatui: calendar. The months nry from 29 to 52 
da\'S i" knt..'lb. and ~ closety with the months of the European a1endar; as the 
ycu i • ..r the same l .... ot1h as In the EIlfOI.'C'aIl caIrnd;u eacb Tamil _ Ib ... __ 
pando olways 10 lb • ."me l>ulOI'QI' month. Tbo 6'" d.lyal a TlmIiI _ ..... 
always bet,,-.. the 13th and 18th Glib. __ cliog E_ -.Ill. 

IS 
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bank rate *; but this difference is sometimes 4 when the ratee are high and 
as little as 1 or 1! when theY'are low. The highest rate in our recc:l\'d 
for 35 years is Rs. 1-8-6 per Rs. 100 per month in February-March 
1898, while the lowest is 3! annas in July·August 1909. A rate above 
one rupee has not been seen since February 1916, while since 1922 a 
rate of less than 8 annas has never been in force. 

504. The average rate in each of the last 35 years is also given in 
the appendix mentioned above. It fell as low' as 7 annas 7 pies per 
Rs. 100 per month in 1915. and rose to Rs. 1-3-7 in 1904; indeed it 
stood high throughout 1901 to 1905. For thirty years since 1900 to 

'1929 the average rate per Rs. 100 is 11 annas 11 pies per month or 
. Rs. 9-15-0 per annum, and for the three decades separately the 

average rates have' been 13'4, 10'9 and 11'5 annas in order. It is 
instructive to set out the average.. for ten-yearly periods all along, as 

has been done in the marginal 
Ten years' averages. table. There the year shown is 

Year. Rate. Year. 

-
1900 ... 1910 

1 ... 1 
2 ... 2 
3 '" 3 
4 168 4 
5 175 5 
6 171 6 
7 169 7 
8 164 8 
9 161 9 

Rate. Year. 
I~ --

158 1920 
147 1 
142 2 
140 3 
132 

1/ 
123 
125 
127 
128 
131 

Rate. 

--
136 
138 
139 
138 
137 

142 
141 
138 
138 
138 

the last year of the decade for 
which the average shown against 
it has been calculated, .and the 
average rate is shown as the 
number of annas per Rs. 100 per 
annum. In this table the annnal 
variations are smoothed out to 
some extent, and it appears that 
it is not possible to say there 
has been any continual tendency 
to fall or rise in the last 35 years. 

The high averages at the beginning seem to belie this; but they are 
due to the exceptionally high years 1901 to 1905. In the same way the 
-Jow averages in the decades 1913-24 to 1910-19 are due to the low 

, average rate of 1915. The general trend of the rate seems to have been 
nearly level. 

505. The ordinary lIuctuations during a year are shown by the 
----~---..:....------- marginal table which gives" 

Average 1925-29. f th Tamil h 

.Yonths. As. P. Months. 

Jannary . ... l3 8 July ... 
. FebTnary ... 13 9 August ... 
'\farch ... 13 4 September . 
April ... l2 1 October 
May ... 11 4 November ... 
June ... 10 2 December ... 

. 

As. P. 

8 7 
8 2 
8 8 

.910 
1011 
12 0 

or e moot 
beginning near the middl e 

th 01 the English moo 
shown the average rate in 
tbat month during the fiv e 
years 1925-29. It is a 
little unusnal however for 
the August rate to be less 
than the' July rate. 

• That IS the rate at winch the Impena! Bank of India advances money against 
securities of the Gmernment of India. 



( :m ) 

506. Thavanai Rate.-Before 1920 the 'havana; rate was the 
subject of a great deai oJ speculation and sometimeS was made to change 

. .to suit the interests of speculators. But since 1920,-it has been fixed in-a 
systematic way every Sunday evening at 9 o'clock by a meeting in the 
Rangoon temple, subject to modification during the week in case that is 
genernlly desired by the communitY. The right to take part in fixing 
the rate on Sundays is the same as for fixing the .. current rate" 
{IIDda#U tlDtlil: but generally the decision is a foregone conclusion, and, 
unless the rate is standing particularly high or low or an ab~upt change 
is e."<pected, few attend the meeting. alld sometimes another persOA has 
to be called to make up the quorum of three required for the fixing. 
Like the current rate tbe t/ltJvallai rate is fixed as some amoont per 
Rs. 100 per mensem. It is not fixed according to the current rate; in 
fact the relationship is the other way about, the course of the thafJalltJi 
rate being a consideration when fixing the current rate. As both rates 
follow the general financial conditions they naturally tend to move 
together. The thavallai rate is rarely reduced unless the current rate 
has fallen or is likely to fall. There is a tradition that the thi!fJDlltJi rate 
should be kept as steady as possible, and that it should not generally 
change by more than one anna at a time, and that it should always be 
at least haII·an·anna (per Rs. 100 per mensenll below the current rate. 

507. Although the tha.!lnai rate is now formally fixed every Sunday 
it is still liable to change during the week if the general opinion of the 
community desires that. The morning meetings at the six-rooms afford 
the opportunity for discussion of the matter. . If two or three agree 
that a change would be appropJj;lte to the general 6nancw situation 
they consult others. and if there is general approval all agree to regard 
the rate as changed and carry on business accordingly. There is an 
arrangement at the six-rooms for recording when a transaction at the 
new rate is done, Since 1920 these informal changes have been 
n:strained by a convention that the rate should not be so changed more 
than twice a week nor by more than half-an-anna at a time. 

50S. A statement showing the changes of the t/uz""nai rate for the 
last 35 )-ears is givu in the second volume of this report'. Comparison 
with the hble of current rates (also given there) shows that the two rates 
do move togethel'. and that although the tJoaPIJrtai rate is often hal£-an­
anna below the current rate it is often equal to it for a short period. 
On the 17tIJ July 1928, the tIoafNIrtai rate was actually fixed at ten annas 
although the current rate had been fixed at nine annas only one day 
before. This illustrated the tendenC)' of the l"-utai rate to mow: less 
abruptly than the current rate, the latter ha\-;ng dropped suddenly on -
this occasiou. 

509. Although the ,...",.....j rate is often less than the current rate, 
there is little if any difference in the amounts of interest paid for equal 
deposits at the same amount bclo\v these two r.1tes. The deposit. at. 
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(say) olle anna below cu .... ent rate may often earn at a higher rate IQan 
the other at One ann:! below Ihafla1llli rate; but for the former interest 
is compounded only once in six months, while for the latter this occurs 
every two months and the increase of the principal compensates for the 
difference of interest-rates. 

510. InterlendipSs.-Any firm having money temporarily un­
employed can generally put it out at call with other firms. Sometimes· 
such money stays on deposit for six months; sometimes only for a day 
or two. Every firm makes such deposits from time to time and receives 
them from time to time. There is at a\l ordinary limes a fair amount 
of money thus Hoating in the market; some 01 it consists of the mini­
(Ilum drawings against bank overdrafts; interest on them has to be paid 
even if the money is not taken, so uses for it may as well be found_ 
The deposits differ from ordinary curr~nt account deposits because the 
depositor asks tbe receiver to accept them or responds to tbe receiver'. 
enquiry for them. When lender and borrower are both in Rangoon 
interest is at current rate; whereas ordinary cun·ent accounts, whose 
depositors have the right to pay in moneys as they will, have a rate less 
ihan this. Repayments are made strictly on demand during the 
business houts of the banks. A demand after the banks are closed for 
fhe day can be postponed, if liesired, till next day, because drawing 
against the overdraft at the bank may be necessary. It is also under­
stood that even in the business hours of the banks the depositor must 
be prepared to wait hal€-an-hour or so ,<'hile money is obtained from 
a bank. !oJ 0 document of any kind is given for the deposits; they 
are recorded in the books of the parties, who compare notes every 
!!liI1day to v-erify that their accounts lire in agreement. The Chelliars 
describe these deposits liS beipg on ,UJda#U kanaU .. , which may be 
compared with IJtJdalfru "alii, the name for" current fl\te"; kallaU .. 
means "account", white valli means "interesl" 

511. The 1endinll of ClIU-money is not confined to Rangoon; some 
is lent by llurma Chettiars \0 Chettiars abtoad, and some is lent by 
those abroad to lJurma. Some is lent also between different towns in 
Burma. Sometimes !here is a standing arrangement between two firms 
in different countries for the mutual lending of caU-money. The useful­
ness of such an arrangement "rises, for example, when tbe slack season 
in one country comes and capital would otherwill8 lie idle tbere or 
earn very little. Sometimes one finn acts as agent in Rangoon to 

• coilect money to lend to a firm abroad, charging a commission of 2 to 6 
pies per Rs. 100 interest earned. Interest is generally one anna or two 
annas per Ro. 100 per mensem above the current rate of tbe lender's 
loca1ity, altbough when lent by one Rangoon business to another also 
in Rangoon only the: bare current rate is paid. 
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512. Money lent for a fixed period uy any one Cbettiar firm to 
another is lent wiih'lleyoll rlotti. !be principal eumple of this being the 
mOney lent by Ranf,(OOn firms to SlJPplement the capital of district 
firms; but generally in such cases the ffeyan fl4Ui rate does not 
exceed two annas. Even capital Bl1Pplied by Rangoon offices to the 
district offices of the same finn is ~harged lot on these terms. AU 
t'Jese transactiolls are reck0ned ilf when determininJt the amount On 
which !he JII"i/omai charge of a quarter-anna per RI. 100, described 
earlier in tbis chapter, has been incurred. . 

513. Cash Balances and LiQuid Resources.-A Rangoon 
Chettiar's urgent need for cash arises from the necessity of paying 
cheques and hundis and interest on deposits and repaying the principal 
of depolits; in addition there is the need to have cash available when 
• profitahle opportunity of tendinj( arises and especially when a regular 
customer. relying npon the Cbettlar for his finance. applies for an 
advance. 1'hose Chettiars who neither receive deposits payable on 
demand no.- do hund! business have only the last need apart from 
payments on fixed deposits; for these last they have always ample notice. 
The custoln is to pay IlS much as possible into a bank evp.ry night and 
to take out ReIl:I mOrlling as little as Seenl" indispensable for the day'. 
!rnn,actlons. This is supplemented each day by the receipts from 
traders and others who have advances; such receipts in itangoon are 
said 10 alllOllnt t~ Ii to 2 million rupees per day a1\ the year 
round. In case more cash is required it is obtained by drawing against. 
ClilTent aooounts or O\'et".:1mfts at the bank or by borrowinj( fr"m other 
Ilrms, takil1jt either elll-inoney or loans on ""yon "aUi according to 
circ'ltnsmnces. Family connections of the proprietors may be of 
cassist.'U1\le occllsionally. in borrowinll from other firms. With the 
ad"lIn\at..<e of having a day's notice for pa)menl of most cheques and 
hlilldis. the ordiftll1'y d-.ands of everyday business \\;th occasional 
intetlllillcation ", .. thout crisis conditions, can thus be met. Bot no 
pro\islan i. made for times of specia1 stress. If only one or two firms 
felt streso but were sound, the others Inight help them carry over; bot 
if II considerable numbe!' \¥ere atJe<.oted this could not be done. Apart 
€rom. the cash tesour.:es here described the RanllOOn Cbettiars bave no 
liquid resources in RanROOR, A ,mnll -amount of unredeemed gold 
ple~ an sometimes .,Iailahle and can be sold or pledged; gold 
pled!!es for CIlrteftt loans too can sometimes be repledged tempol'­
at'i1y; but no large llflIount of casll can be made 1I\"allabfe in tbis mty, 
and. as much hl~"Onvoenience would be attacbd to it, this method is not 
\\&ed. If II CbettiM's resources through his current account and 
b:mk o\-erd ..... ft and borro\\;n~ from other Chettiars are insufficient, h~ 
has for his only furlber resout'Ce the power of the principals in 
Madn\s to dr.,,,, ttpOII Cllettia" and banks o"tside Burma, eithes- in 
Madr.\S or in 0Ilfl of the olhes- countries \\-here th~ carry on ... ess. 
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All this can be arranged by telegrnM within Ii short time; but we do not 
think any considerable assistance would be obtainable in this way at a 
time when there was stress and contraction of credit in Burma. 

514. In Mandalay Moulmein and Bassein, where alone (outside 
Rangoon) deposits are considerable, the probiem of maintaining 
liquid resotjrces resembles the same problem in Rangoon, the local 
branches of the Imperial Bank and t!Ie National Bank of India being 
the sources of cash reserves outside the Chettiar community. In 
addition to local resources the firms have power to draw upon their 
head offices in Rangoon, and in case they have no head office they 
can, sometimes draw upon other ehettiars in Rangoon. ' 

515. I n other places outside Rangoon, deposits repayable on 
demand being small, the Chettiars' requiremenls of cash are measured 
chiefly by the excess ,of the loans they are likely to be asked to give 
above the moneys they receive. They arrange to meet these require­
ments by getting nioney from Rangoon and other large centres in a 
continuous flow adjusted to their actual position. As described in 
Chapter III the money is brought by messenger or obtained through the 
ireasury and currency system of transfers or through the Imperial 
BaOk. Temporary stringency due to a miscalculation of the demand is 
met by borrowing for a few days, always" at call "and generally free 
of interest, from other firmS'in the same town, to get time to !lring the 
required extra money from the usual source. When the total provision 
amongst Chettiars in the town is inadequate, temporary loans are 

, generally taken from'the public. The Chettiars or, their clerk.vi.it 
shopkeepers, moneylenders, and others likely to ha\'e a little idle Ca.h 
and borrow it or persuade them to pay something to the Chettiar. on 
their accounts; in this way the Chettiars are able to make up a 
considerable sum even jf each contribution is small. Sometimes a 
trader is willing to accept for cash an undial (demand hundO on 
Rangoon free of commission. As in Rangoon, a small' amount of 
unredeemed gold pledges is sometimes available and can be sold or 
pledged; while gold pledges for current loans can also be re-pledged 
temporarily sometimes. Moreover some district Chettiars have 
occaeionally a small stock of gold kept for sale: If the proprietors of 
the firm have a Rangoon office the application to that for cash is 
naturally as far as the agent in the district should need to go; the 
Rangoon office has its own facilities and must provide for him. Some 
that have no Rangoon office have an arrangemeut with some firm in 
Rangoon in which some of its proprietors or closely related persons 
have a share. All ha\'e uitimately the same resource abroad as the 

,Rangoon Chettiars have. 
516. The provision thus seems to be sufficient to meet the fluctuations 

of the demand for cash at ordinary times, but to be Iachlng in case of 
any speciall)" difficult occasions. The bank-overdrafts arranged -
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amount to 13 millions of which at least 5 millions are always drawn 
at ordinary times, so that not more than 8 millions can be available. 
But tbese overdrafts may be cancelled by the banks at any moment;they 
are not a liquid asset and are not assured. Only about 1.8 to 2 millions 
of government securities are availabl" on which borrowing power is 
assured; in case of a restriction of credit tl:!is would generally be 
consumed in liquidating existing overdraft accounts. Moreover, if, as 
some of us think, the support of one Chettiar firm by others is less likely 
to be given in the future than it was in the past, the second resource 
in the accommodation given by other CheUiars is likely to fail many 
firms in times of stress. 

S 11. The marginal table shows the amount of the deposits with 

Depositor. 

Dem~nd deposits :­
AII'by non·Chelli.n 

FiXed de",,"I" :-
By non-Cbettiars 
My Chetlion 

Total 

~IiIUons. 

13 

44 
liS 

172 

the Chettiars as estimated earlier in 
this chapter. Of the 13 millions 
of demand deposits 10 millions are 
held in Rangoon, 3 millions outside, 
The figures for fixed - deposits 
include those for 3, 6 or 12 
months as well as the two-monthly 
deposits on thavana; terms. Most 
of the deposits by Chettiars and 
many others are constantly renewed 

in ordinary times; but if suspicion arises as to tlte solvency of any 
particular firm such deposits are likely to be demanded from it. The 
Chettiars deposits are upon a somewhat different footing from the 
others, because at some times, a1thongh the general body of non-Chettiar 
depositors might be uneasy, the Chettiars as a body might be undis­
turbed and meet the occasion b)' some mutual accommodation by 
individual firms in the general interest. 

SIR With the exception of our Chettiar member we are of opinion 
therefore that the provision bf liquid resources is insufficient, and that 
the Cbettiars ought to make more provision in some way less 1ikdy to 
become nseless in a crisis. The recoltllised way is of course investment 
in the securities of Qovemment and suitable local authorities; some 
provision is already 9Illde in this way. but it is inadequate even for the 
few firms that make it. If bills discounted by Chettiars were drawn as 
genuine tracie-bills instead of finance bills, and local banks were esta­
blished as we sba1I propose latet', the Cbettiars would be able to obtain 
further cash resources by re-discounting trade-bills with those banks. 
But still some iurther provisinn in the standard form of lIoverrunen! 
securities is necessary if the Cbettiars are to carry on banking with 
demand de-posits satisfactorily. We understand that in £Set the 
Chettiar holding c.f government papa- has been incieasing lately. 

519. The custom of paying cheqnes and bondis on the day after 
presentation affords considerable protection and is worth a little special 
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attention in connection with our preSent subject. In its rl'l<ldern fonn 
-at least the system of current accounts operated upon by chtlques paid 
insfuntly btt presentation is of Eutope'an ori~it1, and its use Is especially 
deVeloped in the United f{;n~dom and its colonies and in tire United Slates 
of America. In other countries cheques are not used to anythin~ like the 
same extent. There is possibly some racial quality that plays a part itt 
1I1aking the ~stem acceptable; \ve must not without reflec"tion press the 
European tradition of instant payments upon Indians and Butmans­
the.e must I!xpress themselves in customs developtd in accordance 'With 
the natures resulting from their history and traditions. TI)e custom of 
paying after a day is probably related to the communal spirit of an 
Indian "malle, where the gener.al viUage life and the practices of each 
occupational group had to adapt themselveS to each other; tine 
aspect of this \"I'lI.S that the moneylender was not expected to press his 
claims when ha\"vests were had, and in return the exigency of claims 
upon him had to be moderated. Up to a point a custom of payment on 
the day after 'Claiminl! can work, and in fact it is working now. But 
even with these considerations in mind it is' difficult to see how the 
custom ean work in a highly organised commercial communily or 
amongst a people in close financial intercourse with such a community; . 
it seems inevitable that the custom will set up a barrier to the continued 
development of that intercourse. If the. custom of payin~ cheques 
strict'ly on detnllrtd Ilro\vs up, the Chettiars may still be able to meet 
llVe\"yday demands with the Rid of the banks; but besides holding the 
inVestments \ye have advocated above they 'Will probably need to keep 
larger cash balances, and these inay 'require further precautions against 
fire and theft. 

520. It seems possible that a new kind of instrament differing from 
a cheque in ·beinll payable on tbe day after presentation nrigltt be 
devdoped. As the Negotiable Instrmnents Act defines II cheque as a 
bill of ellchange drawn 011 a specified banker and JIM ~ to be 
payable otherwise than on demand, the docmneats used now as Chettiar 
dnqaes are cheques within the definition. But the Chettiar name rX the 
banker implies that payment wiUonly be made one day after demand, and 
acconlingly tire documents might he said to be expressed bo be payable 
after one day, and a qnaJifying adjectiVl: before the ",·ortI ~ or an 
entirely different n:llne seems to be needed, foi tbem. If ftIe delay of 
one d.l.y is expressed in tbese DeW documents the First Schedule to the 
Stlunp Act will have to be amended 90 that they may be on the same 
footing as -true cheques ",ith respect to stamp-dnty. 

521. Advances.- Loaus arc given to finance agri<:ulture, in tbe 
form of crop-loans and long·term loans, to finance trade and industry 
aad also for private a/I;Wa suclI as marria!.tes, funerals and .. eligiOIll ""re· 
BIonics, ~ for household ellpeases. There is in additioR a coosiderabIe 



amollnt bf money lent to other moneylenders to enable them to earty 
on their business. LOans to allriculttnists form two-thirds of the J 
oChettiars' business; but Chettiars finance also shopkeepers traders 
and all classes, usinJl! any profitable outlet for theitmoney ·which is 
-offered them. Some accounts of 10ims to these classes have already 
been given in Chapters IV to X.' The ChettiarS. deal with all races and 
oClasses on equal terms, and the -conditions of thelt- loans are no~ 
-determined by the purpose of the loon or the kind of barrower, but 
rather by the securlly for the loa" and the profit it offers. This 
readiness to lend has in (act been carried iiI the past to undu\!­
lIengths, as has been noted in Chapter IV; in CaUillg to discrinlinate 
amonl{st purposes of loans and to control the application of loans 
to the purposes for which they wer~ Ill"Bnted, the Chettiars contri­
buted much to the Increase of indebtedness in Lower Burma. It Is 
still to be wished that, while continuing to treat all races and all classes 
-en equal terms, the Chettiars would practice this discrimination and 
-cnntrol. Complaints have been mad.. by Burman. occasionally that 
oChettiars favollr Indian borrowers; but there appear to be no grounds 
for thoe complaint. One ilspect of the readiness to lend is the facility 
and celerity with which loans are arranRed even by the most unsnphis~ 
ticated borrowers: the tilne elapSing from the first applicatlotl for a 
mortlll\l.'"e-ioan of three or foor thousand rupeeS until the- document is 
executed alld the loan paid liver is often not more than an hour. It is 
hardly possible fur any other lenders to compete with the Chettiars in 
this respect \ bUt a little sacrifice on this bead is \votth making to get 
-control 0( the use of loans and to htvestigare security. It is to be noted 
bowe-.er that Cheltiars do hot lend to all applicant who Is not well­
known to them unless he is properly introduced or l(ives ~ood creden-
1ials. 

522. Security for Aclvlmces.-Lomis are sometimes given to 
well-known persons on simple on-dtmand promissory-notes, and are 
commonly given sn to customers who already have a long·tetTIJ loan 
-Becolmt and are requiring trop-lo."U\s. Promissory-notes are also llsed as 
e.'tplained in Chapter VI to secure parts of 101ll!-te .... louis princtpa\ly 
-secured by mortgages. But for most loans sewrity is requiced, ami the 
()()auuonest fOl"lllS are 1and, houses, gold and jewel\ery, paddy aIId 
otller prodooe. Standing crops. government securities, stocks aDd 
$hares, launches, motor-cai-s and other conveyances are oome of the 
1_ COIIUaoft forms. When ROId or jewelllll1' I. pledged • .. chit" is 
aivea by the banI..-er I the chit is .. aclmowledgmeat of receipt of the 
propecty. Wbe .. paddyor other produce is pledged the Cbettiar al_ 
bas the key 0( one lock of the godo\\'n in which it is stored and be keeps 

• _tehmao there at the dpeDse of tbe 00n0wtr. Gold ia the ..-t 
accq>table of the securities menticaed because it is USIIalI)· easily 
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saleable; but gold is \1sually not available in sufficient value to cover 
large loans, for which a simple mortgage of land a\1d other immoveable 
property is almost invariably the security. 

523. In some parts, particularly Upper Burma and the newer parts 
of Lower Burma where much of the land is witho\1t a land-holder's 
title or its equivalent, land is not used much as security. Its chief 
defect is uncertainly as to title, and there is no doubt much scope for 
dishonest practices in creating second and third mortgages without dis­
closing the existence of prior encumbrances. Some of the fault for this 

-lies with the Chettiars themselves, because they do not make sufficiently 
thorough enquiry into the title and do not make enough use of the' 
registration offices ; this is not always due entirely to the difficulty of 
snch an enquiry, but sometimes to a desire to accommodate a client who­
might be driven elsewhere if too rigorous an enquiry were made. In 
the long run however both the borrowers and the Chettia"rs would 
benefit if Chettiars would see that there is good title to land taken in 
security for loans and would keep the title-deeds in their cnstody and 
would further collect the receipts for land-revenue yearly and keep 
those also until the loan is settled. . As a matter of fact Chettiars as a 
class are already taking more trouble to enquire into titles to land than 
before, and there are some who require the receipts for the land-revenue 
of land mortgaged to them to be brought to them promptly. The 
improvement is due in part to experiences of loss through neglect of 
these precautions, and in part no doubt to the general depression of the 
last year or two, but it may persist even when more prosperous times 
·come. Improvement in such matters is necessarily slow because it is 
impossible to move far in advance of the borrowers' comprehension of 
the matter; but a comparison of present practices with those of thirty 
to forty yea~ ago, when settlers on new land in the delta were 
enCouraged to borrow, shows a large ad"ance. Burman borrowers will 
inevitably complain, if Chettiars demand title-deeds, that Chettiars are 
less ready to help them than fonnerly ; but in the long run the 
borro~ers. will benefit by the practice. 

524. Rates of Interest.-Some information as to the rates 
of interest on loans of varions kinds has already heen given in 
Chapters V to X. The rate for any particular loan does not generally 
depend upon the purpose of the loan, bot, subject to the effects of 
comPetition amongst leoders ·and agreements amongst them as to 
minimom rates, is fixed mainly in consideration of the kind of security, 
the reliability and general position of the borrower and the .size of 
the loan. Subject to the skill of the borrowers in haggling, loans for any 
purpose are granted at the same rates if these circumstances are 
the same. Very small loans, say loans onder Rs. 100, natura1ly have 
particularly high rates; large lOans, say above Rs. 5,000, get lower rates. 
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than loans of moderate amount. In Rahgoolfthe rate for a loan above­
Rs, 5,000 is not generally fixed absolutely, bllt is fixed in relation to the­
.. current rate ", and the same plait is sometimes followed in the other­
ports and Mandalay: some loans to land-owners however are still given 
with fixed rates even there, When fixed in relation to current rate the­
rate is usually 2 to 5 annas above the current rate, according to the­
customer's position; taking the average of Ihe current rate in Rangoon: 
as 11 annas 11 pies this gives Ii rate varying from 10'5 tei 12'75 -per cent 
per annum, The rate is higher in the busy season and lower in the slack 
season; if the average current rates in February and August are taken as 
13 annas 9 pies and 8 annas 2 pies respectively the borrowers­
who pay a 2 anna excess get in those months rates of U'8 and 7'6 per­
cent. per annum; while for thos .. who pay 5 annas excess these annua!' 
rates are 2'25 higher, Because these rates are more favoorable to 
borrowers than the rates paid to Chettiars in the ordinary towns,_ 
borrowers who require a large loan often go to Rangoon or one of the­
other ports or Mandalay to arrange it, For these large loans the same­
rates are charged whatever the security may be, and even for loans on 
promissory. notes without security, Apart from these large loans in 
Rangoon and occasionally in Mandalay and the other ports the rates­
lIenerally charged are as follows, all being stated as percentages per­
month, With gold security the rate for loans above Rs, 250 or so is 1'25 
to 1'75 : with land the range is the same but generally the rate is 0'125-
to 0'25 higher than with gold, For loans above Rs, 5,000 secured on 
land the rates may be from 1'0 to 1'25 : but generally speaking the rate 
for moderate loans is round about 1'25 to 1'5~, With honse property 
in R large town or paddy in a godown as security the rate is 1'5 to 2'o. 
for loans up to Rs, 5,000 and 1'00 to 1'50 above Rs, 5,000: but, since the 
season when paddy security is generally given is the busy season with 
higher rates all round, the rate for these loans goes up to 1'75 even for 
large loans, For loans on promissory notes without collateral security 
the rates are as follo",s: 2'0 to 2'5 for loans below Rs. 100: 1'5 to-
2'0 for larger loo''''s up to Rs. 500: 1'375 to 1'75 for sti1llarger IQo'Ins up 
In Rs, 5,0J0 : over Rs, 5,000 rates are as (or secured loans, All statements 
of rates of interest in this paragraph are snbject to the qualification 
that outside Rangoon a rate less than 1'25 is rare for all kinds of loaRS-
01 \\'h.~tever amount. 

525, In Rangoon and sometimes in tlte other ports and in Mandalay. 
and often in other p1a<'e& for Indian borrowers, these monthly rates are­
(or the months of the E~ calendar; but genera1ly they are fOI' the 
Burmese months which have only 28 or 29 days, so that an ordinary year 
is only about 352 days. One witness in particular has complained of this, 
and has asked that Chettiars should be compelled In charge acc:onJing to­
the months of the European calendar, It is however clear that Burmese 
months are Renerally the only practicable periods In be used in rural 
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places ; and it·is probable tbat tbe use of tbe longer months would be 
.accompanied by an addition of an . anna to the rate, so that there would 
.be no real reduction of intere3t but ratber a slight increase. 

526. Tbe rate of interest is partly determined by competition, 
amoollst lenders. as is to be expected and is illustrated by the SDcce8. of 
Burman money-lenders in the Taungtha and Natagyi townships of 
M yingyan district in excluding the Cbettiars. This was reported by 

-two of us who in a special sucvey collected the information wbi:h is 
,given in the second volume of this report about financial conditinna in 
Myingyan. When tbe· Chettiars attempted to start businelS in 
Natogyi the IbcaI Btinnese lenders, wbose usual rates of interest "'ece 

:aud are from Rs. 2-5 to Rs.3-5, combined in an agreement to reduce the 
Tates, and the Cbetti ...... withdrew. The Chettiars say tbere is bealtby 
-competition al1lOllgst the Chettiars themgelves with respect to rates of 
interest, and this is true to some extent. It i. also true that "'hen 
Otettiars first began doing business in any locality the prhlailing rates 
-of interest always fell. Bot it is also true that in many places the 
<:hettiars have (or have had at tilJlleS in the· past) agreements as to the 
minimum rate to be charged for certain important classes of loans; 
where there is no specific 1Ig1"eement there is a CDstomary minimum 2nd 
.an understanding that no local Cheltiar wiU lend for tess. Above the 
minimnm competition may be in force, but that depends on local 
<iroomstances. Competition is said to be particularly keen ia Mownu:in. 

527. Except for loans exceeding lb. 5,000 in Rangoon Mandalay 
.and the ports, the rate of Interest is always' the same throughout the 
-duration of the loan, without fiDctuatiC)QS oorresponding to the fluctua­
"tl0RS of" current" and 1lunJ, ... a' rate.. In fact the ordinary bolTowers 
are entirely unaware that these rate. exist, and consequently never think 
-ol1:etting a reduction of tbelr 0\\'0 interest if these rates fall. More­
·over, althouglh tbe borrower's repntatioR is a factor in determining the 
mte of interest he must pay, "0 redDction of the rate for a cun-ent loan 
is ever inade to a harrower in consideration of regular pay-tnent. Hi! 
iBaytbre:aten to borrow eise.-1\ere to .. epay the loan; but in rltat be incur ... 
·the expenses of stamps and registration for a new II1Ortgage, and these 
.expenses are generally a sufticieRt delerrent.We 'have not however 
-received any complaint .. OR this head ; and 90 long as new borrowers 
wbo have had no opportunity to prove themselves gGOd borro_rs are 
IrTeated as gOOC!l ot -fair a...erage borr9W'erB (a. appears to be the case) 
no serrous complaint seems 10 1Irioe. 

528. Not cmIy does the rate of roterest upon any ""rticDIar loaa 
.reman. oonstaat in spite -01. 'Variations of the <:hettiar " CUtTent " snd 
.titn1anai <rates, but the rate for a loan seems 10 be fixed ill the lint 
instaaoe by custom an4 without reg;wci to I:be level d. these rat .... 
The wriation& d those rates are met •• iac1 bY ch~ a rate 
-cocreapoeding to their ;nerage Jewri. If tat zre<BJle lerel -rose there 
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would premtnably be local agreements amongst Chettiars for a hi,(her' 
minimum rate to borrowers. 'Fhe power of compet1tion to bring down 
rates to borrowers if the cost of borrowed capital falls is much less clear. 
Experience gives us no indication, because in the last twenty years 
current rate has not changed much for any long period, and the rates· 
charged to borrowers are generally said not to have changed during the· 
last twenty years. The rates charged by Chettiars are generally less than. 
tho.e charged by other lenders. - But, as we have already pointed out, this 
corre.ponds to a selection of borrowers to suit the circumstances of 
Chettinr business: other lenders are generally doing,business which is 
more risky or on a smaller scale, and, although iu closer contact with 
borrowers in most cases, have to charge higher rates. 

529. Docu!llents.-for every loan. whether secured or not, the 
borrower is required to execute a document to evidence it. The docu­
ments are always brief and simply worded. and invariably make the 
loan repayable on demand. . 

530. Charges- for Documents.-The -borrower is always 
required to pay all lawyer's fees incprred in connection with his loan 
a8 well as stamp-duty and registration-fees. Outside Rangoon. 
Moulmein and Mandalay he is required also to pay for making a 
promissory-note, whether it is made in a printed .form or written out 
specially. Generally the charge is four to eight anRas in Lower Burma 
and eiltht annas or one rupee in Upper Burma, including the cost of 
the st.~mp which may be one anna to four annas. No charge of tins, 
kind is made for the form of a mortgage-deed. 

531. VeriUcation of Accounts.-If a borrower wishes to 
verify the account of his loan in the Chettinr's books, the document 
evidencing the loan will Ue shown to him on request and the RCConnt. 
in the books will be translated to him orally. The actual books are not 
Itiven to him for inspection; but while such inspec-tion might incommode -
the Chettiar in his business it would rarely be of service to the customer. 
The books are kept in Tamil : and the borrower is iarely a Tamil and 
still more rarely able to read Tamil and to understand the entries. 

532. Complete RepaymentS.-When a loan is a>mpletely 
rep.'lid tbe document evidencing it is ltiven back to the borrower, 
cancellation being indicated by tearing out the King-Emperol"s head_ 
from the stamp on it. A doed to cancel a mortgage is never made: a 
borrowet' who wanted one would have to demand it somewhat 
persistently as well as pay the expenses. 

533. Partial Repayments.-The Chettiars accept gradual 
rep.~yment of large loans. but instalments are seldom offered them. 
Receipts are said b~' the NattukJ.:ottai Cbettiars' Association to be given 
(or such payments if desired. But receipts are not ~ven nn1CS$-

• 
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-demanded. Outside Rangoon a receipt never is demanded ; a culti­
vator who_ dl'manded a receipt from II rural Chettiar would probably 
find bimself regarded as too cantankerous unless tbe business done with 
hi~ were particularly desirable. The usual practice is to let tbe 
.borrower see the rep~yment noted on the back of tbe original docu-
ment of the loan. -

- . 
534. Payments between regular interest dates are not taken at once 

-in reduction of the principal money i~ places outside Rangoon; they 
-are taken as interest or placed to a suspense account, so tbat interest on' 
. the principal money outstanding since tbe last interest-date continu!,s 
-to accrue in fuU. This practice seems not to be followed however in 
Rangoon; there the payment is taken as a reduction of the principal 
money on which interest accrues. 

535. When a payment is made and there are several documents of 
indebtedness. the usual practice is to credit interest on all the docu­
ments first unless the - borrower specially ask. for other treatment. 

_ Chettiars in Pakokku told our Chettiar agent that their practice was to 
-clear off the interest and principal of one document completely first. 
But we believe- that the usual treatment is as we have stated, anci 
that a borrower who insisteci upon appropriation to a secured debt 
while he still owed an unsecured deot would generally (unless an 
~nlJsually good customer) find - himself called upon to repay all his 
loans. 

53c>. Time for ,Repayment.-Although the document eviden­
cing a Toan always shows it to be repayable on demand, there is an 
understandinll or an oral agreement as to tbe time when repayment will 

-ordinarily be expected. For cultivators tbere is an understanding tbat, 
subject to the special circumstances described below, no repayments 
l\~11 be required except interest after harvest. If the loan is for current 

-expenses repayment of principal as well as payment of interest will be 
·.expected ; but generally a loan is nol recalled so long as interest-pay· 
ments are regularly made. Furtber particnlars of loans to agriculturists 
have been given in Chapters V and VI. For traders and others some 

-oral agreement at the time of repayment is made when consenting to 
grant the loan. 

537. Recall of Loans.-The understanding about loans not 
being recalled does not extend to times when the Chettiar is in finan-
_ cial difficolt~· and cannot raise money by sub-mortgaging land mort· _ 
gaged to him by his clients ; nor does it extend to times when the 

-Chettiar agent is being changed. The borrower takes these risks 
because he regards them as small and has no alternative. In case of a 
recall the borrower is exposed to an action unless he is mccessful in 
finding some other lender who is ready and willing to finance him ; but --
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in the circumstances this is sometimes not an easy thing to do, and 
tQe terms of such a lender may be extortionate. If a new lender is 
found the borrower still has the bother and expense of making a new 
mortgage, with fresh registration and stamp-fees. The Chettiars say 
that only bad loans are recalled on the changing of an agent, and that the 
two agents consult each other and are not capricious in the recalls. 
There is also the consideration, which an English banker formerly in 
Ranl(oon usrd to advance, that a thorough examination of the position 
at each change of agent. is salutary and of value to the general public 
as well as to· the proprietors. Some district committees also have 
reported that no inconvenience is felt through changes of agents. 

538. OtherConditionspf ~OanS.-for other matters relating 
to loans reference should be made t? Chapters V to X. 

539. OfUce Arrangements.-Chettiars have no fixed hours 
and do not observe public or official holidays. Except for their own 
festivals of Pangam UlhraIH (in March or April) and Thailusam (in 
January), when business may be stopped for about four days in all, they 
are ready to transact business on any day and at any time. This is 
often a !!feat convenience to depositors who wish to withdraw money, 
and also to some borrowers whose circumstances make it desirable for 
them to <:onceal from others the fact that they are borrowing. 
Business is chiefly done however in the day-time. In Rangoon 

'business tends \0 be concentrated into the ordina", banking hours of 
10 till 3, little business being done as a rule after 3 o'clock and 
prnctical1y none before 10 ; on Saturday afternoons too one sometimes 
finds only one or two of the clerks in a Rangoon Chettiar's office. 

540. Strong rooms are not kept ; but there is. as already noted, a 
general practice of living in brick buildings. Some have safes ; others 
have boxes or almirahs ; the keys are kept only by the agent. Those 
who have no safes or have insecure houses often put their books and 
valuables into the care of others better provided. A very few insure 

_ against fire and borglary ; most have a durwan, but all rely chiefly upou 
one or more members of the establishment sleeping in the office. 
Those who have safes often have as much as one to five thousand rupees 
ash in hand, those in Rangoon who . accept deposits having more; 
those without safes place their money on deposit with others and draw 
as required. The custom in R'lngoon of paying spare money into a 
bank o\oerright ha.. alread~' been m~ntioned in paragraph 513. 

541. The accounts are kept in Tamil upon a system of single entry 
which Chettiar boys begin to learn at school and learn better afterwards 
in their apprenticeship. A. new set of books is opened fOl' each agent's 
triennium, the books of the previous triennium being sent to the 
principal in Madras Presidency and reealled temporarily if required to 
be rrodl.ce.t in evidence. 
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542. ThCl tWQ principal books are the kuripp" and the j>er.dll. The 
kurippu is a joul'\1al in which everY transaction of each day is entered 
in four columns for the serial numher of the document, the description 
of the transaction, cash credited and casb debited. In RangOOn the 
se~iaI numbers of the documents are generaUy shown in the first 
colul1\~ wilh English figures. The English and Tal1\il dates are shown 
above the entries for each <lay in Tamil, and Chettiars who have many 
Burmese clients (that is to say nearly all outside Rangoon) show a. well 
tbe Buqnese date, also in Ti\mil. The j>er.du is i\ ledger which is in as 
I1\3ny volumes as may be' convenient fOI' the particular business and 
has a sllitable number of pages allowed for each creditor al1d each 
debtor; accounts for salaries, food. travelling expenses, property and 
for other impersonal heads are also included in the ledger. The 
ledger account for a borrower has three cash columns for interest 
received, credit an<l debit respectively as well as columns for the serial 
number of the document concerned and for the date and description 
of the transaction. AS in the k,,,riPpu the document-number is 
COml1\Ollly shQwn in English. The date is shown in Tamil. but 
according to the Tamil, English or Burmese calendar hy which interest 
for the particular customer is reckoned. For banks with which the 
firm has a deposit and for all who have deposits with the firm the ledger 
accounts have only tw:> cash column. for credit and debit respectively_ 
Some firms have an impersonal account for interest received and 
carry to it every entry in the journal for interest received from any 
customer besides showing that interest in the customer's particular 
ledger. 

543. Sl1bsidiary to the kurippu is the chitlai or rougb-book. The 
chlttai may b~ a slate, or a numher of rough sheets of paper 
temporarily pinned logether, or an exercise book or a formal book 
properly bound in leatber ; generally it consists of a number of double 
foolscap sheets sewn together by one of the staff to make a book 
foolscap size. It is ruled in the-same form as the kuri;pu, and in it are 
entered aU transactions of each day for which there are not special 
vouchers, such as cheques lIadials or hundis. In most businesses the 
vouchers are sorted out at the close of each day; aU of each kind are 
entered together in the kllri#u and then the entries of the chittai are 
grouped together and entered in the same way. In some large 
businesses with several accountants however the journal is filled duri~ 
the day as the transactions take place. Some agents preserve the 
rough book a consideraWe time and even take it with them to Madras 
when, their agency expires; others destroy it a few days after its entries 
have been transferred to the kuri;;" ; most destroy it fairly soon. 

544. Various other subsidiary books are kept for convenience. 
according to the size and kind of business. An example of these is 
afforded by the bak; books lor" balance books") which the larger firms 
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use for running accounts; in these there is for each account a separate 
set of pages into which the net credit or debit of each day is can'ied 
from the ledger, so that the balance at the end of the previous day is 
always exhibited. Interest is not calClllated from the b"ki book but from 
the ledgers; accordingly the'ra.; (prodLlcts of days and interest) are not 
shown in the baki book. The interest-received account described 
in paragraph 542 is generally spoken of also as a baki book. 

545. For calculating interest a few Chettiars use printed interest­
tables, but this is exceptional. The ordinary way is to work out for 
each case by arithmetic; but different accountants follow slightly 
different arithmetical pl"Ocedures, some using various devices to shorten 
the work. III the most direct way the daily outstandings are multiplied 
by the number of days they remain constant and the results summed to 
,give the ra.i (products) which are then divided by three thousand 
(corl'esponding to 30 days ill a monthl and multiplied by the monthly 
interest of a hUlldred rupees. FOI' ordinary loans most Chettiars use 
the Slme method for bl"Oken parts of a month, but for the whole months 
they calculate separately by multiplying the princip.,l money first by the 
number of months. then by the numher of whole mpees in the monthly 
interest on Hs, 100, and adding pl'oportionally to the result by the 
method o( .. practice" 101' aliQuot pal"!s of a mpee in that rate. 
Decimals are not used ill the calculation except temporarily when 
dividing by 100 to clleniate interest; the decimal part is th,n converted 
to annas and pies. Tl.le statement sometimes made that calculations arc 
carried to tllI'ee places of decimals is thus untrue; but the calculations 
arc con·.-ct to the neal'e,t quarter-anna, and the Chettiars claim they are 
correct to the nearest twelfth-part of an anna, 

546. Every agent prep.~res a balance-sheet ever)" Qlonth lor 
sul,,"ission to his principals. Copies of the k"r;~/>" are also sent to 
the prillci""ls at least ever)" month and in some cases every week. 
""hclI not in llurma the proprietors in Madra< keep themselves (urther 
illfor.ned of the bn";ne"" by correspondence Wilh the agent, The 
propril·tors gCller;uly keep all accountant to audit all the accounts 
reech'ed lrom the various offices. The practice in some of the firms of 
inspectioll tours by the proprietors has a1reldr been mentioned; some 
01 the larger firms have, in a.ddition or in substitution, visits by a paid 
inslll1ctor. A few firms have their aCcolmts audited yearly by auditors 
witb Government diplomas (or the benefit of the Income-tax Depart­
ment ; but the !,-1ftners do not always aCloept his statement of the 
accounts. A complete settlement of accounts amongst the partners 
and tile agent i. made at the end of the agent's term. 

S-47. There is a custom of charging a commission called .... Ua .. when 
mnking p.Wll1ellt of a cheque or huudi ill currency notes. The custom 
arose h,'ClIlS<' depositors wt're general1y tradeN who paid ill to their 
a",-'Ount. with th" n.pcl'S and small cll.~nlle r.:-ceived from customers in 

\11 
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their shops. To be able to pay depositors with notes the Chettiar had 
to incur expenses for a convevance and for the time of his clerk -in 
sending these coins. to the Currency Office to exchange for notes. 
Vatlam is charged as re-imbursement of thtse expenses. The charge 
does not exceed one and a half annas per Rs. 1,000 when notes of 
Rs. 100 are demanded or one anna per Rs. 1,000 when notes of Rs. 10 
are required ; the rate is less for ten-rupee notes because some part of 
the banker's receipts are in the form of these. No charge is made if 
payment in coin.is accepted ; neither is any charge made to banks ~nd 
large companies which do not pay in habitually in coins. The charl(e is 
in fact a charge for supplying notes in exchange for coins, but its real 
nature is slightly obscured because the coins are paid in to the account 
on some occasions and the notes paid out on others. When notes for 
one rupee and Rs. 2-8-0 were in circulation these were treated as coin 
for purposes of vatlam so far as they were available with the Chettiar : 
so too are notes of Rs. 5. Tbe custom of charging vat/alii was general 
until a few years ago : but it is now going out of fashion in Ranl(OOn 
because the popularity of ten-rup~e notes with the public has diminished 
the proportion of coins paid in by traders and so mad.. it easy for a 
Chettiar to keep a sufficient supply of notes. The custom is still 
generally followed outside Rangoon; but it is weakening there too and 
is already disre~arded som~times in the Jarge3l towns. 

548. Remittances, Discounts and gther Business.­
Remittances and tbe transf"r of cash by CheUiars have b.en treated in 
the laUer part of Chapter III and in Chapter XIB. Discounts of 
hundis and their re-discount ".jth the banks have been discussed in 
Chapter XIA. The trade in gold has been meutioned in paragraphs 
4H, 513 lnd SIS. Otber business seems to requir~ no m ,,,tion here_ " 

549. Distribution of Profit.-Interest on the sontflo Ihavanai 
pallam (" borrowed capital "J is reckoned with six-monthly resls. Any 
partner may. if he pleases, take his interest on those occasions; but 
generally a luge part of the interest is left with the business as an 
addition to the sonlho I"avallai pa,wln. Any money drawn by a partner 
from the firm apart from this six-monthly ,nterest is treate:! as a loan, 
interest being char.:ed against it and a settlement made at the end of 
each six months. On the expiry of three years from the bCj(inning of 
the partnership the agent will b, changing, and the profit of the whole 
period is then calculated with the help of the report of the neW aj(ent 
as to the value of the aisots and tne amount of the liabilities. This 
profit exc1udes of course the interest upon the sOlltha 'ilavana; palla",. 
If there is a net profit bonu;es are paid to the outl(o; ng aj(cnt and to 
the rest of the estabJi.hmont, and .any balance still remainiu)! is divi,kd 
am:mg:5.t th~ pl.rtnef5 in P:.J;lxtio:l t'J tho::r j·l·l)':~·ip~io:H to th'.! rnu:ldl 
pana",. 
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550. Grievances.-=-The Chettiars complain that the Imperial 
Bank of India and the other joint-stock banks do not give them as 
much or as cheap accommodation as they should. They describe this 
as unfair competition, saying that the banks, by refusing to give the 
Chettiars overdraHs at less than 2 per cent. above bank-rate, allow 
the CheUiars little room for f'xpansion. 

551. A complaint related to the foregoing is that the banks do not 
recognise the Chettiars as their fellow bankers but treat them in the 
same way as ordinary merchants. Further, in times of difficulty the 
banks do not give as much support as they should to the CheUiars, who 
say th"t, although they do not offer Government paper as security, they 
offer" equally good security" (meanin!! produce in godowns or title-deeds 
01 land or house property held by them as security for loans to their 
cli ..... ts.) Moreover, the Chettiar. say, there is unfair discrimination 
here becanse such advances on the security of goods in godowns are 
made to tirms and companies under European manallement, while the 
other joint-stock b ",ks get advances from the Imperial Bank on the 
security of a letter of hypoth~cation of guods in upcountry places. 
The CheUiars :,Iso complain that the rate of interest charged by the 
hnperial Bank of India upon advances is too high. The complaint 
about the difference in the rate< of discount at Rangoon and at the 
Indian offices of the hnpe"ial Bank has already been reported in 
p'u·,graphs 335 to 339. 

552. The Chettiars comp",in also of the amount of the conrt· fees and 
pr"cess-fees payable in suits to recover their loans, and draw attention 
to the lower fees of Ceylon and the Straits Settlements. The complaint 
about the long interval of six month. hetween the preliminary and final 
decree in a mortg'lile-suit will be considered in Chapter XVII, 
where also we shall discuss the question of giving Chettiars (and 
other lenders) the right, which the Chettiars have aske<l for, to include 
a power of a sale in the terms of the mort!!allcs takeD by them. 
Another ro"llIest of the Chetthrs is for the introduction 'of some plan to 
shorten the hearing of ordinary suits for the recovery of monel' on 
promissory-notes; they have sDAAcsted that a more sommary procedure 
should be possible when a respectable hnancier like a Chettiar sues on 
such a document. In Cha(lter XVII we shall d"l1 with this (IOint as 
w.1I M th .. suggestion th~t coort-fees sh~ll fall due by inshlments. 
Another Chetthr sugge;tion is that adjournments in suits shoold be 
diminisht"d. A further requ""t is made for the introduction of the 
Tonens .~"'tem of rellislration of land-titles; our recomm~d~tion on 
this (loint will be fOllnd in (lar.l/-. ... aphs 75 I to 753. The Chtttiars would 
als,) like a reduction of the registration-fees while the present system 
~'Ontinues : we a~tn..., that tht'S<! should be reduced if possible, but we see 
the _ di,lie"lties of collcctin~ sUloeieut revenue irom other sources: 
di ... 'U<.<aon of this suhject will be found in Po,rallral'hs 763 to 7t>tJ. They 

• 
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also ask for Iicen"es to carry arms when going about from one village to 
another and fof special representation in the Legislative Council ; 
except the Chettiar member amongst us we have no sympathy with 
these last requests. 

553. In connection with income-tax the CheWars are somewhat 
bitter. They complain first that the income-tax officers take from the 
Chettiar books a list of depositors who receive considerable amounts 
of interest. from Chettiars, and then call upon those depositors to 
submit returns of income so that they can be assessed. Consequently, 
the Chettiars say, some would-be depositors are frightened off and 
the Chettiars do not get their' deposits. The late Commissioner of 
Income-tax thought few depositors are affected and that safety of the 
deposits is the main consideration in their minds. But the Chelliars 
think the effect is considerable, and we doubt if they would lay so much 
stress on this point if they had not good reasons for thinking so. They 
say la person who has never been assessed to income-tax before keeps 
his money away from Chettiars so as to avoid coming under the notice 
of the income-tax officers. The complaint raises howe"cr a difficult 
question which is rather outside our scope, a" it would amount to the 
general problem of the measures permitted to. income-tax officer" to 
obtain information as to income liable to tax. 

554. Further there is a complaint that the income-tax officers often 
keep the Chettiar account-books ior months together. thus causing 
great inconvenience and obstructing the business ; it is even alleged 
that the growth of the business is hampered in this way. The natural 
way of dealing with this would be by instructions from the Commis­
sioner of Incollll'-tax to his officers to return the books promptly. the 
instruction~ being made effective by requiring a register to be kept to' 
show when each book of each firm was received and when given back. 
The Commissioner could compare the periods in various ofiices and 
effect an improvement in the bad ones. Allowance will have to be 
made for the time required to elucic1ate obscurities in the accounts; 
but this too could be brought under control. 

555. Another complaint is that the notice of demand for income· tax 
is sent at inco""enient times. Enquiry at the income-tax office bas 
shown us that the Tamil examiners of tbe Chettiar accounts go round 
from July onwards and aim at getting all the assessments wade and tax 
collected by tbe 31st March. Consequently there are in e\'ery month 
some Cbettiars who are being assessed at that time. We think it should 
not be difficult to arran"e for all the tax of rural Chettiars to be paid, 
possibly in two or more instalments, in the season when Chettiars are 
collecting their dues. It seems obviously improper to collect taxes j" 

NO"ember to January when loans are at their maximum; the Chelliars, 
it is true, are expected to pay Ir'lm the protit of th" previous )'car, hut 
the payment in tbis season causes a needless contraction of credit. It 
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may even he proper to postpone part of the payment until April. In 
Ran~oon \ve helieve the tax would be paid most easily in June to 
Octo bet· ; the work of the examiners could therefore be arran~ed 

without Rreat difficulty to c,\I'ry O\lt this suggestion. 
556. The chief complaint is that the incom0·tax officers make 

arhitrary and exaggerated assessments. Yamethin district committee, 
for example. ha< reported that the numher of firms at Pyinmana has 
heen reduced in the last few years from 35 to 8 b'ecause of unfair as-ess­
ment. to income-tax. The complaint however is not confined to a few 
instances like this but is made everywhere, and it is further said that the 
decisions ~iven on appeal or redsion inspire little confidence There 
are also complaints of more specific grievances related to this. For 
instance the income·tax officers are said to hase their estimates upon 
hook-prolits which in many cases are not realised; in support of this 
th~ Chettiar< say that the investigation of the affairs of some of the 
Chettiar firms which have recently failed has shown- that they have 
not realised the book-profits on which they were assessed. The 
Chelliars in Pegu say tltat remittances from their businesses in other 
countries ate tre"ted as income. The same ChettiRrs also say that the 
illl:ome-Iax officers refuse to al\ow for bad debts unless the documents 
relating to them are torn up or cancelled; and that after that the 
Chettiars are uMhle to realise anythin~ even if the circumstances of a 
debt impro\·e. Various Chetthrs hRve alleged that losses are not 
allowed lor. and some have c:;omplained that deposits with them of 
money belonl(ing to Chettiar women are treated as their own capital so 
thllt the interest paid on them cannot be treated as an expense of the 
busines. •. • Until 1928-29 the income·tax officers used to refuse to 
recol,,'llisc the honuses of the R!lents and the other members of a Chettiar 
office as an expense of the business to be deducted Lefore determining 
th~ 8SSe"",hle profit; but in last year's assessments they allowed this to 
be do~. 

557, Finally there is a !lenera! oom!"laint that the Chettiar accounts 
are treated by the income-tax officers with undue susJ!iciOD. The late· 
Commissioner of Income-tax thollght the trouble ,,-as that the Chettian 
dn not exhibit the true state of their Rffairs. 

558. &me ...,medics have been suggested. From Akyah comes a 
sDgj..'eStion that first appeals RRRinst assess ltellts should be heard bt 
persons independent of the Income-tax Department. The Nattukkottai 
Ch~ttiars' ASMlCiation sUJ(gcsts that the Income-tu Department m.ouJd 
Ri\oe certificates of approval 10 suitable auditors and sbaold accept 
IK\.'OUnts passed by such auditors. We think the evil is deep-seated in 
mutual suspicion and distrust between the il1COllle-lu officers :mel the 
Chettiars. an:i that no mea"" ..... will suc:ceed so 101l/l88 this is DOt allayed • 

• TtIC'~ are alro ('b.im~ that rrorridon' expen~ &00 religious l:q'lehSCS should 
be .lkN~ .$ ~nses oil tM busi~, 
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. We do not accept the common statement that income-tax assessments 
are bound to be unpopular. We agree that everyone would be pleased 
if taKes could be dispensed with all round, but we think it should be 
pO'5ible to fix the rate of tax and conduct the assessments so that the 
public (including the assessees) wi1\ recof,(nise that assessees are making 
to the revenue of the country such contributions "s are fair when consi­
dered in conjunction with the other sources of revenue. This involves 
the wide question of the relative amounts of revenue to be derived from 
income-tax and from other sources. But clearly the first step is to get 
recognition that the income,tax assessees are treated equite.uly in relation 
to each other; otherwise the whole study of the matter rests upon a 
quicksand: It is clear that the assessments of the Chettiars in Burma 
are generally regarded by the Chettiars as quite arbitrary am"unts and 
not as the results of careful calculation. The J ncome-tax Department is 
ref,(arded as extorting money from Chettiar assessees rather than adjust· 
ing the incidence of the tax equitably. The Chettiars do not ask if the 
assessment is correct, but whether the gre.<od of the department has been 
such that an appeal is worth while. On the other hand the income-tax 
officers seem to have no faith in the accounts put before them by the 
Chettiars. There are special difficulties in the lanf,'lIage, in the 
accounting-system of the Chettiars, in the three-yearly system of 
their agencies, and in the character of theil' husinesses as 
branches with headquarters outside the country. There is also 
the difficulty due to bad assessments hefore the present Income-tax 
Department came into being. These difficulties in fact are big 
enough for any department to meet; and if mutual mistrust between 
the department and the assessees is added to them, with all the devices 
which, while sucb mistrust exists, are bound to be invented by both 
sides and to add to the mistrust, tbeX must be insuperahle. The 
obvious remedy for tbe mistrust is a conference hetween the Natluk­
kottai Chettiars' Association and an officer representing the Income-tax 
Department to work out a practicable scheme for making Chettiar 
assessments fairly. Possibly an arrangement for provisional assessments 
for two years with a settlement in the third year.when an agency expires 
would be useful if suit.~ble arrangements as to bad debts taken over by 
the new agent were made. . We think it probable that a special Assistant 
Commissioner of Income-lax of considerable experience is needed to 
assist the Commissioner in dealing with Chettiars, and that while s,!b­
mitting to the general control of the Commissioner as to poliq' he should 
have the powers and standing of the Commissioner in dealing with 
specific cases. The officer designated to hold this post first should be 
deputed for the conference suggested above and should begin by 
completing the study of the whole Chettiar system which we have 
begun. 1£ the political separatinn of Burma from India is effected, that 
study »ill be of even greater importance because of the problem of the 
relative claims of Madras and Burma to the yield of the·tax. 
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Extrtlc/s· relatIng to Nallllkkoltal (;heltlars from ja,n's .. Indigenous 
Banking in lndia."t 0 , 

They have a
O 

reputation throughout the land for their spirit of 
adventure and enterprise, for their natural shrewdness and ability and 
{or their acts of munificence. 

Of the N allukollaj Chellis, it may be said without exaggeration that 
they are the most charitable class in Southern India, well-kno Nn for 
liberally endowing temples and spendinR on religious ceremonies. 
They especially worship Siva and spend large sums ot money in the 
construction of new. and the repair of old, Siva temples in the belief 
that Siva Rives them wealth. 

This to a student of Indian economics may not appear as a well­
directed channel of charity, but apart from the provision for temples and 
ceremonies, the establishmeut of Choultries (rest-houses), poor houses, 
Vedic and Sastri.: Pa/llsha/as or schools is also, as Thurston testifies, 
clue in maul' cases to thei,. generosity. The Albert-Victoria Hospital 
in Madura is supported mainly by annual subscriptions from the 
lI'allukot/ai Chrtlis.. . 

They have the remarkable custom that the married members of a 
family do not take their meats together. All live in the s.~me house, but 
they cook and eat their food separately. So strict are the Chellis in the 
observance of this rule that not even a widowed mother cau dine with 
Iter married son or daughter. The rule, however, does not apply to the 
unmarried members !'f the family, who live with their parents till such 
time as they.are married. With the Nallukot/aj Chellis marriage Is nof" 
only a re1i~ious duty and a social (unction. but is also an ocCdsion for 
economic iutiep"dcnce and libertYtf Rice and other necessaries are distri­
buted usuall)' ollce a ~'ear to the several semi-independent members of 
the househOld. This cu. '10m explains the existence of the huge houses 
in which the members of a Nat/"kollai family usually live all together. 
It also shows how business-like and economical these Chetlis are, even 
in their family arrangements and in their daily life, as compared with 
other banking castes, for example, the i'"ajshyas. In the case of the 
latter, the married melnbers of the family, as a rul .. , not only live 
togelher, hut also cook in ('Omnlon. This i. especially the case when 
the married members are not themselves earning. but depend npon one 
or two members of the family who do earn. V,'ith the Chellis every 
marrk'<l member is sopposed to live on his own: with the l'ajs~'IIS all 
the married memhers live a common life, all benefiting in the gain and 
suffe,ing in the loss that befalls to any individual members. The 
manif .. st result is that the CIuUis are independent and self-reliant, the 
raj,h, ... dependent upon one another. But the members of both castes 
possess in common a natural aptness for distinguishing themselves in 
bU$.iness. • • . 
lAo Of all the indil!enous hankers the II' alluAolW Cllellis are the most 
perfectly organised. Thurston observes that' the Nattukottai Chettis, in 
ofl!llnisation, co-operation and business methods are as remarkable as 
the European merchants. Very few of them have yet received any 
English education. They rqr.mI education as at prnent given in publiC" 
schools as worse than ~Iess for professional men. as it makes men 
theo~tical. and scarcely helps in practice. The simple but strict training 
which they ltive their boys, the long and tedious apprenticeship "'hich 

• ~ f'3,n.",'Taph 433. 
t Publish<d at IS shillings in 1m by .hocu,ilbn. QuoIalioos an: from I'"Il"S 
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l ven the sons of the richest among them ha\'c to undergo, make them 
very efficient in their profession and methodical in whatever they under­
take (0 do,'" A Nalll/kollai Chelli is a born banker-;,From his earliest 
childhood he is hroug'1t up on the family traditions of (brift and economy, 
When a male child is born in a Naill/Rolla; CheW's family, a cerlain sum 
is usually sel aside to accumulate at compound interest and form a funcl 
for the boy's education, As soon as he is ten or tweh·e. he begins to 
equip himself for tbe ancestral profession. He 110t only learns account­
ing and the theory of bankin!!, but he has to appl\' his knowledge 
practically as an apprentice in his father's office. Thus, in a Chelli's 
training, the theory and practice of banking are not divorced from "ach 
other, but go hand in hand. from the very start. \Vhen a ho)' is 
married he attains a responsible position in the family. Though, beinJ.! 
a member of the joint Hindu family system. he may not make a serarale 
home, yet he must bear his OIVn financial burden. He is allotted a 
share in the paternal. or ancestral, estate and he must live on it. He 
alone enjoys all that he may earn and suffers for all that he may lose. 
So he naturally grows self-reliant and ambitious, with a keen desire to 
tmild a fortune for himself. So great is this cravin!! for making money 
that even the ladies among the N allukollai Chellis work harcl and earn 
money in various ways. by making baskets. for example, or by spinnirg 
thread. Strict economy is scrupulously practised. and every little sum 
saved is invested at Ihe highest rate of interest po,"ihle It is a common 
saying with the Chellis that if a rupee is lent at 12 per cent compound 
interest at the birth of a child, it will amount to a lakh of rupees. when 
he or she attains the age of a hundred. So particular are the Cltellis 
where-money is concerned that. according to the stories current ahout 
them. jf they'have a visitor-even a relative-staying with them longer 
than a dav, he is quietly presented with a bill for his board at the end 
of the visit. 

Tbe N altukollai CheWs have their business headquarters in the 
Tiruppattur and Devakottai Divisions of the Sivaganga and Ramnad 
zamindaris in the Madura District. Those of them who are not rich 
enol1~h to tmde on their own account act as agents or assistants to the 
memhers of their own community. They are often ~iven large .ums of 
money, perhaps as much a3 a lakh of rupees. and the onlv security taken 
is an unstamped rsceipt on a piece of palmyra leaf. But this informal 
method is now being given up and paper receipts are required. The 
pay of the a~ent "aries according to the distance from the head office 
of the place to wbich he is sent. For inslance, a man who floes to 
Madura "ill receive Rs. 100. while another wllo is posted in Burma 
will be earning Rs. 300 per mensem alld so on. Generally the agent's 
ternt of office is three years. B<!fote he completes it, a new agent is 
sent to learn the work under him for six months. On the expiry of 
three years' setvice; hI! returns to /live an acoonnt of his stewardship 
and to enjoy the company of his wife, who seldom accompanies her 
hosband abroad. He has to offer his senices. in the first instance. to 
his last employer, but. if the latter does not need them, he is free to 
work anywhere he likes. ~lly be is given a share in the profit in 
addition to his pay. provided he displays energy and industry. In time 
pe accontulate. some capilal and slartg hi. own business, employing 
others as his agents. The Natlukotlai Chellis have extensive business 
connections not onlv in India and Burina, but also in the StrailQ Settle­
ments and Ceylon, Saigon, Maoritius and South Africa; some of them 
have correspondents even in London and on the Continem. 

"Castes tuUl Tri&e5 of Scutlurn India, by E. Thurston. Madra>, 1909. Vol. V. 
page 252. . 
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CHAPTER XIV.-OTHERI INDIGENOUS FINANCIERS. 

559. Apart fl'Olll the Chettiars, Marwaris, ~Multanis and Gujeratis 
described in Chapters Xlih and 'Xllln the indil(enous financiers of 
Burma .only lend money and do no other bankinl( business. They are 
of many kin.!s. Of indigenous races mo.st outside the Shan States ar~ 
Burmese; but Karens also lend to Ka"e"s an:! .:>metimes to Burmans· 
In all the towns there are Indians lending to all claeses; every 
sort of Indian that is found in Bunua is amonj(st them, including 
Gurkhas In MaYIllYo and the north. In Ihe last twenty or thirty years 
Chinese lenders have appeared practically all over the country, .in 
towns and in villages, and now lend a considerable ·total, either as 
ordinary mone)'lenders or as pawnbr"l<el's, Nearly all the p.lwnbrokinj( 
is done by Chinese ; and the number and business of pawnbl'Ol,ers has 
increase.l rapidly in the las! twellty )'ears, and particularly so in the last 
eil(ht or ten.· 

560. Credit is also given everywhere of course h)' the sale_ of food 
lind other honseh01d goods on credit. In the tOWlIS a larl(e pl'Oportioll 
of hOllsehold gd'ods are bought 011 credit by nearly every class that 
receives its income,monthly, which is to say every class taking salary 01' 

w!\j(es and not paid daily for casual h,bour. In rural areas this credit 
is chieHy lIiven hy a Chinese shopkeeper who is often also a m:llley­
lender. Poor Illdians in Ranlloon often buy on credit from itinerant 
KlLbulis who collect p.~Ylllent when making their next round. They are 
oncanny in tracing their debtors and securing payment. They never 
resort to the courts; th'lt would not snit an itinerant merch~nt. They 
use inste.~d threats of physi.:;,1 \'ioll'nce, and for this reason do not work 
sinJ(l), hut alwa~'s in twos or threes. The number of these is not 
large, and many classes at e unaware of their e."istence. 

56 t. There is no sort of s),stem or organisation of any kind amongst 
mone)'lenders; they are simply an inchoate body of people spread all 
o,'er the cOlmtry, Most of the village lenders are doing business the 
Chetti,LfS do not want ; eiUler it is too small, or it is too risL.-y for a lender 
who is not in dail)' tXmtact witb Ule borrower. Much of the I""ding in 
fllCt is done by people in villages with a very small capital, perhaps only 
fifty rupees, trYing to make the most oot of it. Some are even men or 
"'omen who work as 3J"tricultur.1l laboorers (or a daily wage or carry on 
some retail trade on a petty scale. "ore are succes.-fol traders or 
landlords of agricultural land Few if any goldsmiths are incloded ; 
thf'Se are usually artisans without capihll' Many widows are included 
who ha\'e Rot a little money as a share in the husband's <'State when 
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that has been divided according to the Buddhist laws of inheritance, or 
havillil families to support have sold land to eam more by lending than 
they could Ilet from tenants. There are a few Burmese lenders with 
considerable capital here and there, and two who have recently died had 
a capital of at least five to ten lakhs of rupees and carried on their 
moneylending on much the same lines as the Chettiars. But they have 
stood alone in their towns without the support of an organisation like 
that of the Chettiars. and so have been confined to lending. There are 
many people of intermediate capital who own land and lend to their 
own tenants and to others. Often they are paddy-dealers in the 
marl(eting season, borrowing some money for this anei using some 
capital of their own; in the cultivating seasOIi they use their own 
capital for loans to cultivators until it is required for the paddy-dealinll 
again. Many of the lenders. both those with large and those with small 
capital. borrow further money from the Chettiars and so act as retailers 
of money to the poorer borrowers. It is noticeable that Mussalman 
lenders do not often scruple to receive interest in Burma. 

562. The foilowing account of villalle moneylenders is taken from a 
note upon economic conditions in Burma prepared by Mr. E. G. Pattie. 
I.C.S .• for- the Royal Commission nn Agriculture; it i. important bow­
ever to bear in mind when readinll it that while Chinese lenders are 
always. and Indian lenders generally. males. the Burmese lender. 
include a larlle number of women. When the lender is a Burman man 
indeed the direction of the business is generally done by his wife; 
sometimes .he appears openly as the principal partner. . 

"The moneylender is an indiVidual who hy inheritance, industry. 
trade. thrift or luck has a surplus of capital large or small. No 
more detailed definition is possible. He may be and usually is of 
indillenous race. but Chinese and men from every province of India 
are amon~ his number. He forms no separate class in the com­
munity. He may be an advocate or a shop-keeper, a landowner or 
a dealer in produce, a retired govanment servant or a pt;!rson of no 
fixed occupation. He may live in a village and dole ont ten or 
twenty rupees 01' a little rice to his neighbours and enjoy a standard 
of living little different from theirs; or may live in a town and be in 
a position to consume luxuries and to supplement his owu consider­
able surplus with borrowings from the Chettiars. His profits are 
not necessarily received in cash. Even where he does not stipulate 
for payment in kind he may accept ill settlement a cow or a cart or 
a piece of land. Sometimes his object is to secure land in ultimate 
settlement and to this end he gradually entangles his debtor. On 
the other hand, the desire for profit may not be the dominating 
motive for lendinll. Many a landowner would probably be content 
to receive his rents wilhont the trouble of financing his tenants. 
But if he does not finance them they may not have a crop to 
harvest and he will lose his rent. P-dtroaage supplies another 
motive. A man with many clients need never be at a loss for 
physical protection or social or political support. The rates of 
interest chaflled vary and are always hillh, Bnt the effective rate 
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. of realized interest is impossible to ascertain. For the moneylender 
has this in common with his debtors, that he has no system of 
accounts and usually keeps no regular and complete record of his 
transactions. I, 
563. There have been many rather pointless discussions of the 

relative harshness and rapacity displayed by various class.es of lenders. 
The discussions are pointless because the circumstances under which the 
various classes lend are·differen!. The Chettiar is undoubtedl)' the 
lender who does least goading of his borrowers; but that is because he 
has a selected set of borrowers. The more risk)' loans which require 
constant watchfulness and aFtelwards considerable pressure to I(ct 
payment are left to the village lenders. who thus must be strict if they 
are to lend at all. Some Indians and many Burmans lend to agricul­
turist.-in the hope of I(etting possession of their land sooner or later; 
but a bad name cannot be given tq any class on this account. The 
Chinese are I(enerally said to be the most insistent upon getting every 
anna due to them; this is prohably a manifestation of the thoroughness 
of the Chin.!!;e character. 

564. The villa~es of Burma differ (rom those of many parts of India 
by lacking the close organisation .that is associated with the relationship 
of occupation to caste. There is no thought of a community in the sense 
in which we understand the community of an Indian village. Jhere is 
not a complete economic orW'nisation in any ordinary village; generally 
a villalle is entirely enlolaged in al(riculture and kindred pursuits. The 
artisans nre found in local centres which may be large villages or small 
tnwns. generally at the junction of some lines of communication or on 
the lailway or a river. The moneylender in Burma is not, like the 
potter the washerman the harber and the village moneylender in an 
Indian village. one orllan of a compact social system whose function is 
tn supply the village with money as the potter supplies it with pots and 
to take as remullenltion such share of the villalle income as has been 
ndjusted by long history. reducing his claims in bad years when that 
income is small. In no sense is it true, as has been (rightly or wrongly) 
asserted of India. thal the village moneylender's finance has been the 
mO-,t important factor in binding the community together, more important 
thanlnnd religion or £:unily ties and associations. Ancestral association 
of a borrower with land or houses does not prevent a moneylender from 
enforcing his security. Iu India. it has been pointed out. the \'illage 
moneylender is generally a stranger in each village but is a member of 
a hod}' spread 0\'eI' a wide stretch of country. These qualities are 
really complimentary. and in Burma the}' are possessed by the Chettiars 
who do by far the greater part of the lending; to this extent the condi­
tions in Burma resemble those in India. On the other hand. most 
lenders, especiaU)' in Upper Burma, are villa!!ers of the same communit)" 
as the borrow",.,., sharin~ in the vill3j(e life on much the same tenus. 
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But for these too the basis of the moneylending is strictly contractual, 
except where modified by close blood-relationship; generally whatever 
has been agreed upon mllst be paid for the ioan. 

565. Whatever is done to improve cr~dit facilities there will always 
be~ some moneylenders granting loans whicb ollgbt not to be given at 
all or are of a speculative natllre. But tbe provision of proper credit 
facilities will probably bring the greater part of the ordinary pelt y 
moneylending of the present day to an end. There need be no regrets 
~lbout that. For many years the Chettiar and othe,' reasonable and 
systematic lenc;lers will be i!1dispensahle as intermediaries between the 
large banks and the small rural horrower, and we think tbe plan we 
suggest in Chapter XIX provides lor them accordingly. 

566. In the next chapter we sball deal with pawnbl'Okers, while aliI' 

proposais with respect to the licensing of other moneylenders will be 
given in paragraphs 704 to 708 of Chapter XVII. 
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CHAPTER XV,-PAWNBROKING, 

567, Pawnshops in Burma wor!; under licenses, generally wId by 
auction, and all nre mann/oted by Chinamen except a- few in Burman· 
hands in certain towns, The licensees _ al'e often representatives of 'a 

Receivers or 
lict:.nsc fees. 

Corporal ion of 
Rangoon. 

Other Munk-i. 
"aliliea. 

Dlstrkt Counc.:il9 

Tutal \C~Ct!I)t 19 
1l0litil'd arc;!!'I!. 

License·fees (thousands of rupees). 

192~-26, 1926-27, 1927-28, 1928-29, 

-
Ro, l~., RH. fl., 
44~ 410 381 2~4 

338 396 486 52S 

213 Z62 282 21!O 

996 1,074 1,119 I.C92 

• 

syndicate of Chinese 
capitalists who employ 
a paid manager in the 
shop and in some cases 
have shops in two 01' 

three towns, The 
marf.tinal table shows 
that the pawnbrokin/.t 
husiness in Burma is 
nOw considerable, The 
variations in the 
Rangoon license-fee, 

,u'e due to the circumstances which cause variations in all Lees fixed by 
a'ldions at whkh only Chinamen are biddel'S, In other municipalities 

,thC!J"e has been i\ rapid increa'ie amollntin~ to Sf) per cent in four years 
and HS per cent in liVe ,'cars, In other areas the sli/otht setback in 
1928-29 is due to Magw'e Division where there \~"lS an increase of over 
600 per cent in three years 1915 to 1928and possibly this wasexcessi,'e, 
For some three-year licenses Ule proportion collected in the first y~ar 

is more than one-third of the three years' fee; but this is not enough 
to disturb the comparison of the h/otlll'CS seriously, 

568, The li~rnsee often has a small working capital 01 Rs, 1,000 to 
R" 10,000 in the smaller places, but this rises to Rs_ 50,000 in places 
not very hilo! and is much la~f"-r still in the bi~ towns. In sontl,! cas~ 
this working c'lPit,,1 is all owned by Ihe licensee (or the syndicate) ; but 
as " rul .. part is borrowed from Chettiars, Tbe borrowed P:11't varies 
generallv f!'Om 30 to 75 per cent of th ... whole, Interest is gen ... rally frotn 
Rs, 1'~5 to 1',0 pt.>r cent rer menst'm, according to tbe generallevcl of 
monc" rat,·s, wheth.r security beyond a simple on-demand promissory 
note is Ili"en or not; long est.blished pawnbrokers often give no security, 
but others give land or_ jt'w.Uery, including forfeited pledges_ Some­
tim~. th. rate of intfOrest is as high as Rs. 2 or R., 2'5, Althougb 
Chetti".'S are very read)' to make advances to pawnbrokers, eVt.>n on 

• Thi~ is a<"C'Ordin~ to ft'ports of Deputy Commissioners; rrob."\bly the Hurman 
ra\\'nbn\k~~ h~ve ~,cr.dl~· SlltnC' Chin~ an ... "e'!OIQI'S. This rrednminance of Chin~ 
J'ilwnhnlb-rs lends IIIternt in 8umla to the 5ta,tC'~nts in tlK- E" ... ·.Yl·J~1'c'I."c1 Br/td.'''CfI 
th .. u ,,,,.\\;.,,'SJ\1.)~ ~%istt"d in t'hina 3000 ~'t:'an. a~u and that in 1911 the)-~ ..:hal'ging 
onl~' 3. I~r ("cut. iuternt Ix .... lImuUl. 
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.imple promissory note, they never themselves act as pawnbrokers. 
Unexpired pledges are never given by the pawnbroker as security for 
his borrowings. . 

569. Observation of the ple.dges being made at a p,iwnbroker's shop 
in a large town which is a district headquarters in Lower Burm'l showed 
that in II total of 84 pledges 57 were clothing (including one umbrella), 

Rupees. 
22 were jewels (including one watch, twelve 

Number. rings) and 5 were odd pieces of gold. The 
---,------1--- number of loans taken was 79, some loans 

0-75 to l·S 24 
2 to 3 14 having two articles pledged; the' distribu-
3'5 to 4'5 10 tion of the loans was as shown in (he 
5 to 6 11 
ito 9 
10 
12 to 13 
20 

Total 

margin, the smallest loan given being 
8 
8 twel\'e annas. The amonnt lent on any 
3 pledge appears to be about 70 per cent 

___ 1_ of its new value less allowance for wear 
and tear, for gold pledges the advance is 79 

about 75 per cent. of the value. Business 
is briskest from 7 to 8 a.m. and 3 to 4 p.m. ; th~ busy season is October 
to December and the slack season is January, Febl'U"r),. There seemed 
in an examination of the past records tp be no difference on particular 
days of the week or on particular dltes of either the En/.!Iish or the 
Burmese months; ane' this was confirmed by the pawnbroker's OWII 

impressions. The period fixed for redemption is live months in every 
case, and sometimes ~s printed on the pawnticket: redemption is 
allowed at any time before expiry of that period. Renewals are allowed 
if interest is paid; if there is neither renewal nor redemption the 
pledge in practice is fcrfeited. Ninety per cent of pledges are said 
to be redeem~d sooner or later. Time-expired pledges are not sold by 
Ruction as a rule but are disposed of by retail sale or (especially in tbe 
case of clothing) by sales in job lots to dealers who retail them. The 
licensees generally insure against fire under a floating policy, because in 
case of loss of tbe articles pledged they could not hope to recover the 
money advanced on them. 

570. In municipalities and" notified areas" the licenses are issued 
under bylaws made under section 142 (e) of the Burma Municipal Act, 
1898. The licenses are generally sold by puhlic auction, but sometimes 
tenders are called for. In some towns licc:nses are given for one year 
onlv, but this system yields small license-fees beca,use the licensee has to 
incur considerable expense for almirahs and oth~r iurnishin~s a.o; well as 
arrange to have tbe use of a suitable building; accordingly many towns 
is>'Ue three-year licenses with a right of the license" to surrender at the 
end of any year. Some towni have two or more P'1wnshopg under 
separate licenses: some have one license to co\"er all pawnshops in the 
town: in others again separate licenses for the several pawn~hops are 
issned· separately but are in fact held by the same licensee. 
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571. For areas outside municipalities there are two sets of rules ; 
<one set is under the Burma Towns Act and relates to certain towns, the 
other set is under tbe Eurma Village Act and covers all are~ outside 
tbose tOI~S and tbe municipalities and notitied areas, but only applies 
to sucb towns and villages in tbose areas as the Deputy Commissioner 
may direct. Pawnshops in other villages or towns in those arelS are not 
controlled; bnt in these few, if any;of importance exist. The licenses 
are generally issued by the Deputy Comnlissioner although the proceeds 
are credited to the district council; they are for one year or three as in 
municipalities. 

572. The rules under the Burma Towns Act and the rules under 
the Bm ma Village Act differ only in unimportant matters which can be 
ignored here. The' bylaws of the V'drious municipalities vary slightly 
and are generally less satisfactory Ihan those rules, having been made 
before them. Their general intention however is the same; in drafting 
Ihe rules Ihe matter common 10 all the hylaws furuishe.l a basis which 
was improved as far as could be managed. 

57.1. Bolh the rules and Ihe b,'laws seem to have serious defeds. 
In the tirst place none orthe acts under which they are nL~de detine 
the pawnshops in respec.! of which the power to make rules or bylaws 
is ),!lven. A definition of H pawnhroker 01 is given in the rules and 
bylaws themselves. In the rules the d~finition is as follows :-

U Pawnhrt'lker" means every person who carries on the business 
of takin!.! !loods and chattels in pawn for loans of mone), not 
ex~eedint.t Rs. 200 in anyone transaction: provided that nothinJ,t in 
these rules shall apply to persons t.~king goods and chattels in pawn 
for luans execcHnf,t Rs. 100, when the rate of interest or other profit 
does not excl..,d 15 p.-r cent r~r annum. nor s!.all they apply to 
persons J!enuinely c.."un·inJ,t on I he business of moneylender and 
advandn).! money on a prOmiSSOf}' note or other dOl."Uf1lf'nt. 

Accordin!! to this any professional moneylender can carryon a 
I".wnbrokinll busiuess without rel,'llrd to the rules. On the other hand 
in some municipalities. whose definition follow1I this in part hut does 
not e"cept Ihe lIloneylenden<, el'ei)' moneylender who accepts g"ld 
ornamf'nls as security is tl~hnically a pawnbroker tr.ln~essing the 
byl:.",., howe\'er small hi. business. Such a defini!ion is an absurtlity. 

SH. Morf'Over both the .... Ies and tRe bylaws seems to he .Ilra ,,'rts 
because o[ their rlisre~d [or sections 17b and 177 of the Indian 
Conb'ad A,'t in !liviD!! the pawnlJroker b)' il\lplication the right to sell 
the plt,dll~ without notit-e to the pawnor if default is nL~de in payment 
on the date :l)!reed upon for redemption, The rules under the Vilbj!e 
Ad rcquirl" the pawubruker to keep a ~';ster of sales and to show in ., 
one column the o\'erp!us due to the rnwnor from the mone).· realised: 
hut th,,), d" not require him to p...y the O\-erplus to the pawn.>r. Th ... 
muna...·ip;.,l bylaw's ~t"nerallv iJ.!nore the SUI1lJ.us alh.lJ.!dher. In f'r.l ... ·tice 
the plt."'t4!,·d artide is treat .. d 'l' forfeited. The entry in tht' pawDtid,.t 
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of a " date agreed upon for redemption " appea~s to be a fiction in most 
places, because the matter is not even mentioned to the pawnor; there 
seems to be a prevailing idea that five months ls the proper period for 
a pledge, and, as noted in paragraph 5b9, this period js alway,\adopted. 

575. Under the rules and all the bylaws the same maximum rates 
of interest are fixed, and in prachce the maximum rates are always 
charged. The rate per rupee per month for loans up to Rs. 5 is one 
anna; for larger loans up to Rs. 20 it is nine pies and for loans above 
Rs. 20 it is six pies. A part of a month is treated a. a whole month. 
Thus the rate for loans above Rs. 20 is Rs. 3-2 per Rs. 100 for each 
month or part of a month. The rules do not specify whether English 
or Burme.e months are to be used. Under the Burma General Cla,uses 
Act therefore English months should be used; but. as these are not 
familiar to the mass 9f the pJpulation, it would he mJre practical to 
specify Burmese months in the rules, and one mly take for ~ranted that, 
outside Rangoon, Burmese months are generdlly used in fact. We hwe 
verified th,t Burmese months are used in several places. 

57b. The real rate of interest is increased above the m Iximum per­
mitted. because there is a universai cu ... tom of ~edtlctin.~ one anna from 
the loan to pay for the pa\\'nticket. Outside municip:llitic< and 
notifie:i areas, this is co,tr,u,V to the rule; which s:ty that n? profit shall 
be demanded in exees:;; of interest at the mlximu!n rates de..:rihec1 ah0ve. 
The same pruvision exists in most mnnicipal bylaws. We have been 
told that SOOle byla\\'s permit the charge of one anna;. but we have 
found in some cases thio; com~s of a misund<:!r~hnding of a pro\'ision 
that an anna ml~' b~ ch:lI-ged when a plwnticket h:l'i been lost and a 
duplicate is issued; we su:;p:!ct th:lt the s:tm:! exp!an1tion applie3 in all 
other case:; too. The licen3ees say they are n'Jt taking: an extra profit, 
but are char!!ing the COlt of stationery. As p.lwnticket< COlt them anI), 
Rs. 6 per 10,0:)0 this explanation is insuffioienl. There em be no'douht 
that the higher r.lte of interest for sm,ll lOIn> W Ii fixed in con· 
sideration of the, overhead e"penses, of which the provision of 
pawntickets was one. but it would have been wiser to ,ecoJ,!nise that 
a writing-fee was sure to be charged, and to h'l\'e 31dht'Jrised it in 
the rules as there is no easy effective "'a), of stopping it. 

577. We think that some reforms are necessary in the pawnshop 
business of the country, and that a P.lImhrokcrs Act should he passed 
to apply to all pawnshops in Burma. . 

578. The first point in the Act would be a definition of "pawn. 
broker" and we suggest (1) that a pawnbroker should be defined as a 
person licensed under the act to lend mane), on pledges, and (2) 
that the act should authorise a pawnbroker so licensed, in case 
the pledge is not redeemed within a time specified (a) subject to the 
rules under the act, to sell it without notice to the pawnor and (b) to 
apply the proceeds of Ihe sale to\\'ards repayment of the loan and 
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payment of the expenses. The provisions of sections 176 and 177 of the 
I ndian Contract Act would be specially ruled out 80 far as they would 
obstruct these. provisions ; but the pawnbroker would relain a right to 
sue the borrower in case of a deficit on rea1ization of the pledge. 
This privilege, and that of forfeiting small pledges as 8U~ested later. 
would disti$ish a licensed pawnbroker from any 'other perSOD taking 
a pledge as security for a loan._ A charge of one-anna for the 
pawnticket should be authorised; half an anna is really enough, but it 
would probably be' useless to prescribe it now that the charge of 
one-anna has become custoinary- the provision would always be: 
evaded; we should prefer half an anna if the chacge could be limited. 
to this in praclice. The rate in England is a half-penny, approximately 
equal to half an anna; and it is said that for small loans the pawn­
brokers often forego this charge. Interest-rates and the periods allowed 
for redemption should be fixed by rules under the act so as to preserve 
to municipalities in a convenient way the rights in these respects which 
they have now. Pledges for Rs. 10 or less should be forfeited to the 
pawnbroker if not redeemed or renewed within the maximum period 
allowed for their redemption; but for loans above ten rupees the 
pawnLJroker should be reqnired to account to the pawnor for the 
proceeds of sale, and snitable provisions (which might be based upon 
those of the English Pawnbrokers Act of 1872) should be made to 
protect the pawnor's interests. The period within which a borrower 
may claim money due to him as excess of Ithe sale-proceeds above 
what is due to the pawnbroker might be ,one. year. Tile pawning of 
another person's property withont his consent and the taking in pawn 
of any article from any person who is under the age of 14 or is 
intoxicated should be made offences. Auctions of unredeemed. pledges 
shonld take place only on one or more specified. days in the month 
and no sales should take place between July and October, when 
agriculturists are unable to IlO and redeem their goods or renew the 
deposit of them. . Rellulations for inspection and search by the police 
and for informing the police before selling any pledge, and various 
other miscel\,Uleous provisions of the present rules 'mder the Village 
Act would also be embodied. either in the act or in th_e rules under it. 

579. We are not in favour of the plan of appointing to each shop a­
gu;u-antor who, for a commission upon loans, would determine the 
maximulD adv-ance for each pledge and would pay any deficit in case 
the pledlle had to he re.llized. I n Paris. where this plan is in vogue; 
~xperiet\ce h:\S shown that it is apt to lo"d the scale too heavily against 
the borrower. 

580. The outline we have given for a Pall'nbrokers Act inclades no 
mention 01 the rate of interest to be charged.. Neither does it indicate 
how the period of 10,Uls would be tixed._ As it may be desirable to 
ha\'~ different rates or periods in different places we lea\'e thOlie to be 

17 
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'bed by rules. Within mnnicipalities and notified areas the !'Ules roulel 
either continue to be made under the Burma Municipal Act or be made 
in the same way nnder the Pawnbrokers Act; that is a technicality of 
.drafting the act. For other areas the rule. should be made by Govern. 
men! nnder the Pawnbrokers Act as it already exercises 1his power 
under the Bll1'ma Village Aot and Ihe Bllrma Towns Act. We .h,,11 
now give our attention principally to areas o"lside mnnicipalitillS ~nd 

notilied a,rea •. 
581. We saggest that the period of redemption outside municipali. 

,ties and notified areas should not be left for special oo1\lract by the 
jlawnbroker and his' customer. In present praotice no contract i8 
made 1 the period of live months is understood in every case .nd is "ot 
-<iisoussed at the time of pawning. We recoml1\end filling live montM 
,as the l'8riod fQr al\ loans of Rs. 20 or under and nine months for a.ll 
iarller loan&. 

5112. The least rate of interest charged in Burma at present is. as 
pointed out above. Rs. 3.2.0 per Rs. 100 per meusem. For loana between 
Rs. 5 '<Ind Rs. 20 the rate is Rs. 4-11-0 and for loans under Rs, 5 it is 
Rs. 6-.-0. If tho pledge is held for an inll<lmpiele part of a II1onth. t.hf 
rate calcalated according to the namber of del'S may be Dluch higher in 
-el'8rY case. The ordinarY rate for considerable loans by Chettiara on 
gold security is R •. 1'25 to Ro. 1'75 ; but as pledges of gold are given 
.at the pawnshop where there is the further disadvantage of a time­
limit for the pledges, it is evident that these Chettiar rates are not 
.available for such small loans. In fact the pawnbrokers are them.elv ... 
paying these rates for 30 to 1'5 per cent. of their working cavital. an'" 
could not ienll more cheaply than they borrow. Even in E;ngland, the 
ratee varY. as W8 kave .hown, from Rs. 2-S to Rs. l- The ratllll in thf 
state pawnshops of Java have a special interest and are shown in the 

Loan (Rs). 

,30 or leu 

3() to 6C 

-601090 

<}Oto 120 

Rale of interest. Period. 

table herllby_ 
(Thll Dumbe{ll 

of rn~ 
abown are 2 per cenl. for 15 days or part 13' days. 

of IS days. aPNQa,illla' 
S per C<:\lt'l ~ are O1OIIlbly 4 moolilt. lions to the 

rates to be calculat-
4 par ..... ~ ed for the number 9 IDQIlths. nllwb(ll' of 

I ~ days of incom- _ad.... in 
3 per cent. plete months subject 12 months........... ~. 

10 a minbDum of the laVll, 
". , per ..... t. III c!aYl. la mQPtbl. rf!g1J\;\lio.,., > 

"'" - . The period 
in the third column is the maximum period for .... mch interest Ie calal­
!ated. On the expirY of that period an emnaion by two months free of 
interest Ie allowed, * and after that the pledge is liable to be sold. 

0'. 'Ther~ ia a difficulty ini translation- o' :u. information ~ from Java on lhiJ free 
.,mod : lb. above .... ms 10 be whal i. inteodod to be said. 
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"Thus a pledge far lesa titan Rs. 3Q wOI\\d P'l¥ 1$ Pill" t;;~nt fqr 135 ¢In 
but then get Iwo montlla free, bri,nginil d9\'1111 lh~ <lv~rall.fl tq:1t ~r 

-cent per mellsenl. No addit;o",,' charQet fQ", pijwnt",ke~ or allY otb\l.f 
purpose are m<lde. The pril\cipai a.dv,antage to thll p;jWllor in the J"'fa 
rates seelDS to be in the calcula~ion of interest according tQ the n1l1l\be~ 

·of day. for larger loani and by the haif-mol!tI! far sopaU I(!aDS ; a,part 
.frQlll this matt~ ili, only w!tetl the 1.000n el'Qeeda Jq. \lQ th",t thll m01\III· 
Iy rate is less th"n in Bqrl1l<l '\. MarilOVClr t~e l'\\le~ <;harge.4 in EurQP41 
\vork QPt ver)! high in thll OMe of small loalla for shor.t p"Jipdjl. .11 
Engt.md, for instance half-a-orown takel\ from Tuesruw to ~tur¢l)! 
bearll. a rate of 300 per oen' per al\D1l1l\ ; i\lld thi' CQmes to 4S0 pc, c~t " 
if the oost of the tioket iii (llCkoned Ul. In f'lllt Pl\WDbr.rs· loan~ ar~ 
nearl)! everywhere either expensive il\ intl\Test qr bllfd.ened with other 

. di.a(lwn!ages,. N el/el'tbelesa we tbink thl! present ~ma rate~ aIIl 
oppl'llSaive far smallioaps taken for short period!; and tb;I,t the scale Q{ 
interest charlles should be revised. 

583. Far areas outside municiPlllities and nlltified areas we accor­
dil\j(ly propose thai Government sh01lld a~ClPt IIlllldllll\m clll'riles fllf 
intere~t expresaed as IlUIllfes.ted in paragraph S$$ \;It1t reckonild in tl!fl;ll~ 
of pies per rupee per Burmese DlO1\th; al,d thil.! (ar loall~ UP to and 
:including Rs. 10 the mte ibould be 10 pic:l\, for IGalls above Rs. 10 up tq 
<lnd including R.. 20 the rate sbould be 8 pi!lS. IIDd fqf loans abovtl 
Rs. 20 tbe I"dle sbould bo reckoned M 6 pies aa \,ow. .. period from any 

·date of paw"ing to the date of the Bame DUlllber in a Illter mOllth shQol4 
,be reckoned as thQ proper DWUber of whole mOllths. A. ,.jmple cqn'1lll\­
tion. fo\lowil\j( present practice, can be mado tQ l;Ilee! tlill difficulty Qf 

'<lome Burme .. e Illo\'tll~ h~vil1j(. ane;! SOllIe nQt ba~ng. a fifteenth waxing. 
far a p~io;l not exceediqg 15 d.\ys, whether in additioD to wbole 
1119\lths Qf .~Qt, half the IllQllthly rllte shollid be charged. It will be 
,~bi~rve" th"t for 10<1"" b~o\V ~-. 5 thl; present rate \IIollld thJlB be 
·<Iimini.bed by lpes, while (or IQ<ln!l O'1er Ra.5 liP to ~ ... lO the fi\te 
would be incre. .. ,ed by one pi= and for loans of R~. 10 to Rs. ~O the 
rate would be decreased by one pie. There is justification of the' 
docre.'lSC of tbe flIte (ar tile 811\)1\ loal\s l\Ilder ~s. 5 in the charge for the 
·po\wl\Ucket. wllicll 1\l:Uo¢oO II col\sidel"dblo: proPOrtional addition tQ thl' 
cilarl-te made (or the small loans takep III a rille by the ~ boIWW' 
'eN. But the uuUn advanla+!e i~ the provision of coDveoieat terroiDitI 
amounts which can be used uniformly to ~de I!ot only the rates o( 
i.nterest but the: !lWdIllUIl,l period for red.:mption III\d the disposal of the 
~ of QIl~~od pi\l<!iles. 
,. SIH.. Tho license..fee:i shau1d not be seriOUoily aff~tod by the l¥QJ)Q­

sed chauges. The bulk of the loans are below Rs. 10. Tho amoqnt of 
money in loans o( fi~ n,pees and less is said to be about half that in 

s _ at ~ ... i.' S 
• Nca:nt\y, in coovcrsatin('l with Mr. Darling of th~ Punjah.. om Chairman ~heftd. 

thai the IIrdi"~y ... t~ '" i"'_' in Java (or crop-Ioans and the lite an: as b!gb as in 
IIl,,"UIi. 
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loans of live to ten rupees; if that is so the proposed rates would yield 
much the same income as the current rates. Loans from ten to twenty 
rupees are few., The reckoning by Burmese months will give slightly 
more interest on an average than reckoning at the same monthly rates 
by English months. 

585. The most serious objection to the proposed rates is the greater 
complexity of calculations than with the present rates, which ought 
indeed to have been notified in terms of two or three pice or quarter­
anna and one anna. But we think the rates should actually be notified 
in the form of a table showing the rates by half months for loans up to· 

." Rs. 20, ann a monthly rate should be prescribed only for loans above' 
~s 20. The table could go by steps of eight annas and half-months and 
show interest torrect tQ the nearest quarter-anna. The license should 
include the table and require a copy of it to be exhibited in clear print 
of at least a certain size in a place in the shop readily accessible to­
every customer. 

586. Another objection may be found in the difference of rates 
inside and outside municipalities and notified areas. We hope the 
committees of t!lese areas will be ready to adopt the revised rates. 

587. The proposals of the committee, so far as they are made 
unanimously, stop at this point. But further proposals are made by two' 
members of the committee (Mr. Dawson and the Chairman) immediately 
below. The four Burmese members * disapprove of these further 
proposals on tbe ground that the compensation proposed to be given to· 
local authorities on account of the loss of their present pawnshop' 
revenue would in practice be insufficient. 

S"ppl.",,,dary Report by Messrs. Dawson and Grantham. 

0) We agree with our colleagues that the Pawnbrokers Act 
proposed above is essential as an immediate provision for tbe proper 
working of the present system. But that is not enough. We think 
the rates of interest in Burma should be reduced. It h'ls been shown. 
above that high rates of interest are charged in other' countries; that 
makes one disposed to acquiesce in the preseot rates even if oot 
modified as proposed above. But 00 the other hand the high fees 
paid for licenses in the larger towns show that there is large profit by 
the Burma rates in spite of the overhead expenses of the pawnbrokers . 

. Some licenses in the smaller places are sold for as little as Rs. 25; bUl 
that is probably due to lack of competition. Anticipating the matter of 
Chapter XIX of this report we point out the country's need to reduce 
the prevailing rate of interest and the value of competition with existing 
lenden; in bringing that reduction to pass. In Java the cultivators take 
their eight-month crop-loans from the pawnshops, and we sbould like 
to see that opportunity given them here. With low rates of interest in 
the pawnshops that mere opportunity would suffice to bring down the 
rates charged by the village moneylenders at present. Similarly we 
should. like to see tke rates of interest for loans to salaried workers in 

.• The other two memben were not present to vote apon this matter. 
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,towns brought down (see Chapter X) and we thinlt: the pawnsi!aps 
-offer one means of attack IIpon the problem. Whether the investment 
'Of money in jewellery is deplorable o~ not ('1nd WI: thiuk it is not when 
confined within re'lSonable bounds), the fact remains thaUt will be a 
long time before the habit is er'ldicated ; in the meantime -it is wise to 
,provide facilities for using jewellery 'IS security to raise loans at 
re'lSonable rates when required. Not only jewellery of course; the 
improvement of the standard of living apd the mechanical developments 
'of the lime are bringing intq homes many Iu.'{uries of considerable value 
Which may quite properly be used to obtain credit on special QCC'lSions. 
11 is true that pawnshops have been abused by some classes in Europe 
.seeking money for indulgence in alcohol or gambling; but the remedy 
.tor.this is not high rates ofinterest but moral training, for the addicts of . 
these thiugs will not be deterred by high rates ofinterest when their 
minds are focussed upon immediate indulgence. Captain Clarke, the 
Deputy Commissioner of Tharrawaddr, has told us that children eleven 
yeal's old already pawn their clothes to buy sweetmeats; again the 
remedy is not high rates of interest, but enforcement of the existing 
'l'ules. More serious than this is the demoralisation of municipal and 
district council finance by the larKe license fees. The rules under the 
Village Act were made in 1921 to assist the police in tracing stolen 
property; but owing to the large profit afforded by the prescribed 
rates the pawnshops have become an important source of revenue for 
-district councils, which are thus !letting a vested interest in main­
taining the rates so as to avoid taxation of their wealthier residents by 
authorisinll hil(h interest on loans to the poor. Moreover any real 
improvement in the pawnshops of the towns will aUract more borrowers 
'from outside; already a considerable number of pledges are made by 
·rustics who come iu to ma~e purchases in the town bazaar and obtain 
the necessary money in this way. Any amendment of the rules to 
reduce the maximum rates would be resisted, if it affected the kind oi 
pledl(es actually taken at present; and the resistance would come not 

-only from district councils but also from municipalities" who though 
not subject to the rules would object to lower rates than their own 
tlCinl! charged in villalles around them. Some mWlicipal committees 
'and some dislTict oOWlciis have already expressed horror when we 
-consulted them on the question of license fees, lest they should lose 
this income and have to impose a tax. But the pawnshop millht be the 
poor man'. bank, and it is clearl~' undesirable that local authorities' of 
.~lIly sort should derive lafl(e incomes from charging to poor people 
unnecess.'lrilr hilth prices for facilities which are (or will be made) 
available cheaply throURh banks to the rich, who. because of these 
better facilities. will make no contribution to those incomes. We think 
'mOreD"C(' that there is serions d~nger to municipal finances in the 
liability to sudden reductions of license-fees which constitute so 
important a p.rt of municipal income and are lixed by auctions at whicb 
hiddinl! is in pr.\ctice almost confined to Chinamen. The license-fees 
ma~' easily come to be contro\lPd by riOllS and syndicates. This risk of 
il~rularity of revenue is familUr to those acquainted with the sales of 
excise-licenses in Burma, and is exemplified by the fiI(ores for Rangoon 
pawnshol'6 in the ma.wnal table at the beginning of this ch~pter. 

(.?I The l'''.ce of the pawnshop as the poor man's banker bas been 
so well1'ecO!.·nised on the continent of Europe that p:lwnshops ha\'f: 

been founded as cllaritabie institutions, and eV\.'Il where they" are <_ 



in many places) either a state or a mUnicipal monopoly, they have oftelT' 
beeil endowed so that they may I~lid at low rate!l of interest. In France­
fbr instance; which copied these itlStitutions ftom Itaiy, where they first. 
driginated; the very lIathe of IntJnt.d:e.piite jl1eans\ as nearly as It can be,. 
translated, bank of charity br benevolence. . 

{jl fn Fra~ce there are about finy towns which have municipal 
pawnshops; some, having been endowed, charge no interest at aU, but 
some charge as much a~ one per Ceilt pet mehsem .. Iii Paris the 
111 ont-de·fiile IS a department of the municipal administration and in 191 t· 
charged 7 per cent I?er annum for loans On pledges valued at less thaI\­
(about) Rs. 55. For larger loans the rate was not less, as nliJ(ht be 
expected, btlt higher; this was because the small loans had a charitable 

. 'elel"ent in them. ' Advances up to 80 per cent of value are made oh g()ld 
and silver and 66 per cent for other articles. There are bver fifty 
branches, a:nd the capital consists partly of gifts and legacies and partly 
of money PIlised by loan. The profits are devoted to charitable 
organisations. 

(4) We have considered a plan for licenses at fixed'fee, issued to a 
larger but not unlimited number of pawnshops in each town or region; 
it seemed possible that by introducing 'competition in this way the 
actual rates of interest might be brought down although the prescribed 
maxima remained unchanged. But we think this plan unworkable for 
several reasons. Further the abllses which were found in Java, where 
the pawnshop business has been studied more closely than anywhere 
else in the East Ihdies, may be expected confidently to arise in Burma 
too under a licensing system. Indeed they are already arising. The 
principal abuses in Java were that the licensees (al charged excessive 
interest; (b) took possession of time·expired pledges or retained the 
excess sum received through their sale, and (c) substituted other articles 
for pledges. Moreover ~experience in Java, where as in Burma the 
pawnbrokers are practical!Y all Chinese in a non·Chinese environment,. 
has shown that competition does not bring down the rates of interest. 
The result of the special study of the matter in Java was the adoption 
of a system of pawnshops managed by the government. We have 
obtained from the Java Government some information about this 
system through the help of the Briti$ Consnl at Batavia, and we 
think the advisability of inaugurating a similar system in Burma should 
be closely studied. The question whether the system should iuclude 
municipalities or not would come inlo that study. We are disposed 
to think that the licensee system should be ended, that municipal 
pawnshops like those in France would not be practicable and that the 
Government should take over all the shops, but might contribute some 
Of the profits to local funds with suitable adjustolent of various claims 
upon profits obtained in towns which have their own funds but get 
some profit from persons outside the town using pawnshopS within 
the town. The contribution might be a fixed sum determined' 
~ither in r~lation to the present revenoe from pawnshops; or, to deal 
fairly with the accidental rises and falls of license-fees under the 
present system, the average for the towns ~ eac~ district of the 
quotient of license-fee di\'ided h)' the population mIght be taken as. 
the basis for the contributions in that district. In any ca.'IC the· 
contributions should not be arranged so as to interest the municipalities. 
and dishictcouncils in keeping up the level of the present charges. 
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(5) The 1Iystem in Java '''BS hi"hlypraised less than two )'ears ago< 
by Sir Hesketh Bell, a retired .administrator,'.ln his book" Forei(!ll 
Colonial A<jministra\.ien in the Far East." In describing Java he wrote 
as follows :- . 

.. For those who need "small and temporary linancial help GQvern­
ment pawnshopa are a great ·boon. They are to be fo.und in aU the 
populous centres Bnd appear to be admirably managed, Household 
!lood. of even the smallest value-- are accepted as pkc4les ..... 1'So- . 
much confidence is reposed- in these Government pawnshoPs that 
people who are leaving their homes I)n a pilgrimajle. or other long 
journey, often deposit their household goods in them, not so much 
for the sake of the money advanced as on account of the security of 
storage. The pawnshops; besides being a great convenience to the' 
poor and a protection allainst the rapacity of usurers, are a SGurce 
of considerable revenue to the Governmenll." •••• 1t is difficult to­
understand the objections that apparently exist against the institu' 
tion of similar organiza.tion. in British tropical territories." 
(6) Java i. a densely populated country, having \On area of 50,000 

eQuare miles and a population of 39 millions, or 780 to the square 
mile. I n (act its area and population both approximate to those of 
England; while It. area i. only one-third and its population three times 
as grest as that o( the main rive .... basins of Burma to which our enquiry 
specially relates. These considerations affect the problem closely; I!ut 
the success of the Java scheme is attributed to' its intrinsic merits, its 
excellent reputation and the confidence it bas inspired in the people. 
The system was fi..,.t started in 1903 and was extended until the main 
island of Java and the largest neighbouring island, Madmoa,' had been 
covered in 1917. There are now 458 shops altogether, employing 6,200 
persons including valuers trained in a special course of instruction and 
by practical work. In 1928 in the two islands mentioned there were 47 
million pledges for loans eqnal to just less than 200 million rupees, the 
corresponding figlires for 1918 being 45 million pledges and 140 million 
rupees. There has thns bee" ample experience to furnish a basis for 
jnd~enf. _ 

(7) After experiments in other directions' the basis of valuation 
adopted is one which may be very ro""hly described as 80 per cent of 
the new value of the plec4le at tht place where it is offered, less a deduc­
tion for wear and tear. Unredeemed pledges are sold by auction; and 
if a price fixed by valuers is not obtained for any article. Government 
boys it in at that price and exposes it (or sale in the show-rooms attached 
to each shop. Losses on this system have been triOing. At tiines the 
value of goods held by Government has been iarI1;e. For instance, after 
a poor harvest in 1926 it rose to nearly 5 mil\ion rupees. Bot this total 
rapidly fell nntil in 1928 it came below 300 thoosand. 

• (8) It is stated that the ~ number and increase of the pledges d~ 
not indicate the ezistence and growth of poverty. There are some 
pawnshops in prosperons localities when: the number of pledges has 
increased &ve times and the loans ten times since the beginning of 
Government lIWlllltement; pledges redeemed are as much as 90 per 
cent of the total. The people do not save money but acqnire goods; they 
deprive themselws of the use of the goods temporarily in order to raise 
money as required. They then save to redeem the goods. 

(9) We recommend that Government shonld study the !ilJbject 
: .. and make similar experiments ~ Burma as there appears to be no reBSOft 
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why this scheme, so successful in Java, should not also be successful in 
Burma, where people are also prone to spend money- on the acquisition 
cf goods. If the experiment succeeds, a state monopoly of pawnshops 
everywhere, including municipalities, shonld be gradually extended and 
municipalities compensated on some equitable basis {such as was 
suggested above} for the loss of their present revenue. The prospects 
of tapping a new and rich source of revenue are alluring; but the gain 
to the public will be even more important if the scheme provides also a 
system of well-administered pawnshops, which will be really banks for 
the poor. The present system in Burma has certain advantages; but, 
as it is desillued to obtain the maximum revenue the pawnbrokers will 
natural1v. come to consider themselves justified in making maximum 
profits and will not be scrupulous as to how they get them. We think 
'the desire of local authorities to have something to say about local 
1I3wnshOPS could be satisfied by a scheme of local advisory committees. 
But in any case the scheme must reserve power to Government to reduce 
the charges of the pawnshops from to time to time, and use should be 
made of this power. 

(10) We conclude with the caution that if the Java system is copied 
it will have to be introduced first into one or two districts and slowly 
-exteuded. After experimenting had been done it took fourteen years 
more to cover the main island of Java and the one small neighbouring 
island of Madura. Burma too would require a number of years after 
-completing experiments. Hence the need for a Pawnbrokers Act to 
C31TV on in the meantime. 
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CHAPTER XVI.-COLLECTION OF CAPITAL. 

588. Hoardina.-Opinion amongst the general public as to the 
amount of gold and silver hoarded in B~rma varies widely. Some think 
a great deal i. hoarded. In the remote and backward tracts. especially 
amongst Karens in the bills, tbere seems to be a common pra.ctice of 
burying ~ver ; but tbe people there are poor and cannot hili.e any 
large amount. Of course a small sum hoarded by each of many 
thousand families makes an imposing total; but in tbe present discus­
tion such totals must 'be viewed in comparison witb large standard •. 
These areas are outside the ordinary parts of Burma to which, as 
IlXplainedin paragraph 30, our enquiry relates. Probably the practices 
aeen in remote areas were general everywhere under the conditions 
which prevailed in Burma in the 17th, 18th and early 19th centuries; 
there would natul'ally be some people here and thel'e continuing those 
practice.. In tbe country offices of Dawsons Bank and in tbe Pegu 
Central Co-operative Bank it has been noticed occasionally tbat a heal' 
of rupees brought to the bank has left • small amount of earth when 
counted over; this SUiUlest. th.t the rupees had been _ buried, but 
possibly tbey had only been buried overnil(ht. Such temporal')' burying 
for one or two days Is l common practice both with money and witll 
lewellery. ' 

589. It is not possible to say with certainty whether much money ill 
hoarded or not; but various considerations lead us to think that 
nowadays, in the .ordinary parts of Burma, there is comparatively little 
gold or silv~r hoarded in the sense of being buried in the I1:round or 
otherwise put completely out of use. It is uot easy for a Burman to 
keep money in his possession. He has too vivid an imabrination of tbe 
henefits to be obtained by using it to buy something. He knou .. 
nothing of a miserly pleasure in the mere posses:;ion of money; he 
enjoys consuming it. He mlly purcbase material things, or he may 
Ret spiritual .. ~tisfaction by gilding a pagoda, entertaining 
~"IL\'" (monks) or doing some other work of Buddhist merit. So far is 
he from hoarding, his disposition is to use his credit to Ihe utmost 
possible ; he even gets deeply into debt for such works of merit as hllve 
just been mentioned. If he hoards at all it is done in the sense of 
investing in jeweller)·. The custom of giving English so\-ereigns as 
weddint( presents seems to contradi~" this ; but in some cases these have 
been collected over a long period IIhd often the same coins are sold to 
do duty 8tt.lin. Sovereigns used also to be collected to g;..., to boys 
lIoing to EnJrland for education: but this is less often done now_ 
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. A rich Burman moneylender dying in 1930 is said (with what truth we­
do noi know) to have left Rs. 700,000 in his safe; but it was all in 
currc:ncy notes. He was known in his lifetime to have generally about 
three hundred thousand rupees in notes which he kept in readiness for 
lending to local Chettiars or for any other prolltable use. From time to· 
time considerable sums are reported to have been destroyed by fire, or 
taken by dacoits ; but these sumll too are generally in notes, lind one 
need not believe that all such reports are fre.. from exaggeration. 
Moreover these large amounts are exceptional, and lIenerally are the 
Ilroceeds of some recent sale or are ~oney kept or borrl)wed to be used' 
in the immediate future. There must of course be a number of small 
collections of savings, b~cause depositing in banks is not practised ;: 
but as a rule these are lent out at interest, though some money is kepi •. 
generally as notes, in a place thought safe from theft, In IIOme cases 
protection against theft is obtained by giving for safe custody to a 
wealthy neighbour Who has a brick house; this practice shows the first 
tudiments of II system of deposit-banking and indicates the possibility 
of getting depO$its if cOnfidence In banks which are convenientl, 
situated tan be established. Money locked away must however be 
even less nowadays than it was quite a few years ago; bicycles, 
I!lectric torches, tlnemas, gramophones absorb and keep in circulation 
many rupees \\Ohieh, until a few years ago, were kept locked away, The 
enormous Increase in motor-boses has not only brought out the money 
with which the buses were porchased ; it has stimulated people to travel 
and developed tlew channels of trade; loxuries an,d novelties of varions 
kinds are being used and are even being stocked by shops in remotd 
'\7il\ages where fortnerly hoarding was practised. 

590. Altogether there i. no need in Burma to teach the' error of 
burying gold and silver; teaching shOUld, be directed to judicious 
spending and savitlg and to depositing in banks or in~ting' eyen smal\ 
savings. Deposits in banks at reasonable interest will only be made by 
inost people when rates of interest upon local lending. have been 
reduced and banks have inspired confideR(:~. Banks in fact must be 
developed to a considerable degree first and depQsits sooght later; it is 
useless to tltink that savings can be col\ected as a foundation on which 
·banks can be started. 

591. Usual Investments.-People who have had much money 
have generally invested some or al\ of it in land and used the balance. 
if any, to finance their tenants or to carry on a moneylending business. 
I.and is still the most favoored investment althongh other thinlts now 
compete with it. Land has the advantages of general\y continning to 
exist lind yield profit aod of conferring social status; tenants are easily 
found owing to the large number of landless men eager to get land to 
,,"ork ; the annnal income may not be so large as Industrial profits. 
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lomttitnes are, butit is more certain Atld it is bOt \lety smail.; there (g 
,"ther sdmethrte~ abbut Watt:billl( tht! tllliant liM financihg 111111, but 
II\I~ din be and Is OvefcOme by bllght\V tedbcing the feilt 56 as to baw 
l choice of gtlod tenants I In IIUy clSe there Is tIo bother With Il1t:ohie; 
tax. Lahd Alsb hils the adVllntlif/'e Of beinlt readily Iltlcepted as set:tJtlty 
for 16aM·1 t>atltl'i 111111el's hlU! bthed ",hI} have Ii se«Sonill business lIild' 
It b~!it to Ilit'est Iheit O\vrl capital iU 111M so that It earns lill the yellt" 
rolllid IIOd to 1J00to\\' 011. the security of the land Iii their busy season, 
Past experience Ih Burma too lias given tiSe to .. ~tl'ong belief il1 the' 
allpreclatiotl of the caplllli value !If IIgricUlhltal land. other forms o( 
inv~stmeht fot people \\lith cOhsiderable surtls are paddy-mitis ai\d'9aw­
millS; tholle who do not use tllese methOds ma:!, buy paddy at hatve§t­
time a1id store it for sale lifter sotl'll! months, or practise mbtleylimdlhj!. 
In fact he.~rly all Burmans whO have' iUY spate hlol'\ey besides \,\IMt 
they wallt to invest in land, or have not enough to buy a useful nmount. 
oJ land, il!nd It out In ~mllllet or latge~ SUI\)S, and thi~ i. the \liost 
popular use of money after UII! jlurchase of land. WealthY lItl!tt 
generally like to derive the larger part of their ihcome from rent of lanci 
because they feel then that their capital Is safe; they obtain. one-third to 
olle-quarter of their incotne ftom moneylending because that is mol'! 
profitable nltholll!h mote thky. Besides these -fothl!l 6f Investment 
there is in\'estment in jewellery ; Ihis is favoUred by wealthy ~ple­
for some part of their money :\s beinl( mote easily realised than land' 
lind hy poore\" people because they have too little hlOney to buy IInSef\ll 
amount 01 [and and the jewellery gh-es them some enjoyment. Sotne 
Burmans nmke deposits with Chettiars, and in toWlls where eithet 
commercial or co-operative hanks exist some ha\'c bej(U1'\ to make 
del'o.it. with those ballks : in the delta some of the wealthier persOll" 
ontside lhe to\\,115 too deposit in the nearest branch of Dawsons Bank. 
There has recently been some increase in shyness of Burman. \\'lIh 
re'I'ect to both Chettiars and banks, owing to the difficulties oJ the­
Chetliars in AtI!lUst 1929 and the failure of the Burma Provincial CQ.. 
operntive Bank and the recollections oJ 'the failures of the joint-stock 
Alliance B.~nk of Simla in 1925 and ofth" joint-stock Bank oJ Burma * 
lew ye.~r$ before that. 

592. Jewellery.-In Bunna as in many other countries there has , 
bc.-en 1\ tl'1ldition of investing savings in jewellery. We asked district 
committees to ¢ve us some idea oJ tile VlIlue oJ the jewellery ordinarily 
possessed bv people of some typical cla.o;ses. Most committees said they 
were unable to ¢\'e Ilny reply; the estimates furnished vary in different 
fI,'U'ts of the country, bIlt seem to IIffOTd a roul!h standard. According 
to these estimlltes II typical cultivator working his owu land is likely to 
bave for himself and his wife jewellery worth anything from Rs. 25 !O­

Rs. 200; 1\ value of Rs.SOto Rs.l20seems to be afairaMge. Amongst 
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·townsfolk the men often wear heavy rings, but tbis is not usual with 
""ral people ; only the wife's jewellery is really to be reckoned. Simi­
larly for tenant-farmers the average seems to be about Rs. 10 to Rs. 50 ; 
dorlabourers nil ; for a blacksmith or other artisan Rso 50; for a small 
shop-keeper Rs. SO to Rs. 150. Many of these have debts at the same 
time as they have jewellery. In fact many buy jewels and keep them 
en pledge, taking them out on the special occasions when they are to 
be worn. This is a ruinous practice, as it means in effect paying as 
interest about one-eighth to one-sixth of the value of the jewellery 
.~fJerv year, although having the use of it for only two or three days in 
,the year. The practice is not so common now as it was formerly: 
Amongst the wealthier classes in towns money tends rather to be spent 

-in buying motor-cars and other conveniences and luxuries than in buy­
jng jewels, and some of the older people have been known to reprove • 
-the younger for buying such things and to say that they would show" 
themselves provident if they bought jewellery instead.' It is not unusual 

'now for the jewellery worn by Burmese ladies on special occasions to 
have been hired; a comparatively small amount of jewellery hired out 
.like this brings an income to the owner C50 that there is no longer any 
,resemblance to hoardinll) and by frequent appearances gives the impres­
sion that much more money is invested in jewellery than is really the 

.case. Artificial diamonds and rolled gold are displacing valuable 
jewellery to an increasing extent. Two or three years ago too a move­
,ment against the wearing of excessive jewellery was started amongst 
Burme.e women in Rangoou, and deposits were made with Chettiars of 
-money that was realised by sales. It has been said the movement was 
killed by the assessment of the interest on the deposits to income-tax, 
..but that is hardly credible; more probably it died because, as a first 
effort, it Was410t 5trong.enough to continue. Some caution is required 
..indeed in asserting a general tendency to use le:;s jewellery. The last 
jew years have been, as explained in Chapter II, difficult years for Burma 
on account of the fall in the price of paddy in relation to other prices ; 
Jhe apparent disuse of jewellery may be only a temporary manifestation 
.of the harder conditions and be followed by Jlreater indulgence whe.n 
conditions improve. 

~ I' 593. In fact it is unlikely that the Burmese women wi I ever gIve up 
ming jewellery; and we do not think it altogether desir-dble that they 
should. The use of jewellery is not entirely a matter of yulgar ostenta­

-tion and emulation. The Burmese people have artistic qualities and 
-are bound to express themselves in' the use of beautiful articles, 
-which will often be made of gold so as to be free from tarnish. 
Whether those articles are for personal adornment or for other decora­

-tinn or uses is largely a matter of taste and fashion; advancing educa­
,tion will probably moderate the amount used on the person and 
.inc~e tbe 'amount,. used othen'"ise. Universal condemnation of 
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nvestment in jewellery, such as is sometimes heard, is out of place:· 
rhe real requirements are firstly, reasonable limitation, according to 
.n improved taste and, for persons of moderate means, according tQ;. 

ncome, and secondly, facilities for borrowin~ at reasonable cost on the' 
,ecurity of jewellery when need arises. 

594. Current AccountS.-Current accounts in co-operative' 
Janks have been discussed already in Chapter XII and those with' 
Chettiars in Chapter XUIB. The only other financiers accepting 
money on current account are the banks described in Chapter III. The 
Imperial Bank pays no interest on current accounts. The other banks 
pay 2 per cent per anllum half-yearly on the daily balance provided this 
exceeds Rs. 1,000 and does not exceed Rs. 100,000 and provided that 
no interest is paid for any half-year in which the interest earned is less 
than Rs. 10; special arrangements are made for lar~er accounts. U9Ua!ly 
a minimum deposit of Rs. 1,000 is required, but some banks have' 
a miuimum of Rs. 500 and some have Rs. 200. -The recent 
development in Eng\and of banking by post has particular interest in' 
Burma where banks are oonfined to so few centres; we hope an' 
endeavour will be made by the banks to provide for their upcountry 
cu.tomers the various printed fal'ms which make this system so easy to' 
work. There are a number of satisfactory customers who could be 
ohtained if ouch facilities were offered thelll. Government's' system of 
allowing officers to draw part of their salary through a bank in RanI-roan 
already affords same help.' In some co-operative hanks which have 
ostensibly no curreut accounts local traders have So'wings-bank accounB' 
which they use very much as current accounts, So:lve that they cannot 
draw cheques in favour of third parties but must withdraw money to 
make p:lYments. The co-operative banks say they like to have the' 
accounts all the same ; but we think it is likely to be a matter requiring 
the attention of the officers of the department, lest the accounts 
should be costing the banks too much. 

SI}S. The co-operative b:mks use chet\ues in either Bunnese or 
English. Chettiars drawing cheques upon . one. another write in 
Tamil, but they require their customers to write their cheques in 
English. Customers maY'aign the cheques in any way. but they must 
put an English indication of the name with the signature; usually this is 
done by a rubber stamp with the drawer's name. No doubt Tamil 
cheqtl<.'S would be paid by the Chettiar, and similarly cheques in which the 
sillnature is written or the name indicated in Tamil; but customers do . 
nol use Tam.il in this way. The fact is that English is the business­
lauguage. The b:mks collect cbeques written or signed otherv.·ise than 
in .English provided they have full recourse to the custom.er. 'I'bey 

! usually pay cheques only if written in English. and th"" only if the' 
I silluatul'e is eilher in Englisb script 01' is ma<!e in the presence of an. 
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~C~ Ilf tho blllll;, ,For the latter case cheques can . be .igned in 
;.illivj>.n.ce in the presence of !Ill officer of the bank who :utest. all the 
~igl\a.t\1fe$ ; bllt this procedure exposes the customer to danger in case 
1I ~igneli cheque-form is lilled in by some third party, There are 

,.obvious difficulties in a bank, and specially in the clearing, if cheques 
in a' number of languages are to be dealt with, Moreover it 
frequclltly happens t\lat a cheque is elrawn by II Person of one 
lallguage in filvour of a person of !IIlQther language. We are 
\lilt therefOfe preparep to support the ,uggestions made in India 

Ahat vernacular cheques in gl'neral should be 'ldmiUed to 
thll c1eariJlll. J{nowledge 0{ Eqglisl! \I~ sprea,d a IIrea! deal 

· among~t business classes 'lnd i~ spreading f~t now I ill thllt there is II 
4ill1il1i:;hing need for "nyt!ll\111 of the kind. .[Iut as ~mll a1d.er men do 
not Write ~lish aithougi) they can verify II cheque wrilten in Ji;nglish 
by II clerk. We t)1ink it would be reaso\1ablll for all banks in the country 
tq recognise [Iurmese signatures all I)aws.ons lI!IIlk does; and we 

, suggest tiM,t these would be morl! characleristi\: of their writers and 
· ~erve their purPQses b"Uer til!lll lin English signature laboriously 
,\Vrittell by a perst;lll imperfel'til' 'l(:qll3.i~ed with Ji;nglish. We are 
· iqtpre~ed bl' the movem'lnt ill E\1gli\lld lind AIDer;!;" to bring as many 
, peOple a,s possible into the orbit of bilnking so as to econonUse in the 
\Ise of metallic, currency. We thin\< the ~Qle object should be pursued 
in a.urPlll, a,nl'! tlta,t tbe banks will as'list1n the pursuit if theY permit 
~\lfmese 'lignatnres 011 cheq"es, they wiU thereby milke iI current 
'\\I'Coun\ useful for a collsiderabl." class Of people and help accordingly 
iI1 the econonusing of c~rrellCY "lid the development of banking in 
gelleral. 

S96. At places wbllre the {lJlperial Bank'hiIs iI hranch Government 
, lIiready lU;Cepts lor payment III i~ dQC;~ Cr~Jied cheques drawn on banks 
which h,lVe Ciearh1Q ""\to\1\1ts. A tem.PQfaJ'Y a.cknowledgment of the 

.. c,!\eques is given lit first !Ill" a receipt {or lite payment is given when the 

. cheque has been cleared, We thiult; this arrangement might be made 
more widely IInown. ~d !hilt in tiJo _e Qistricts approved IiIndowners 
§hollid be a110w~ the privilClll' oS Nvi\1g I"nd.revenue by cheque drawn 
uPOI\ the local branch of the {mperia\ Bank and Pilid in at the distrk1 
headqq<lrters. We do Ilot tbin¥ the oecesjary ilfranllementll to inform 
the hl';ll4miln whq ordinarily ""llel'ts the revenue in CilSh need be 

· i:umbrous ; thl;l'e is the advalllagt: of avoidi.nj! risk of loss by the head­
m ... n "lid a1SQ that of saving the headm!lll as a rule iI journey to the towa 
to nnd the ~e \I1ld d_nd payment. A1thou!lh the rules require 
payment to be ~ to the. beadll\illl slIch journeYs are commonly 
m ... de. 

597. We fnrtber rCCOJlJllUlJld thilt all treasuries should a"""pI 
• cheques drawn by approved local banks upon a bank which i. either a 
· member of the: Rangoon clearing or is represented on il The local 
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". •• 
:bank would make the payment by such a cheque 4> aCCQfcianC8 witl{ it. 
-customer's instructions lmd . would ream" £r0lIl the treaaury an 
. acknowledgment which any headman or government officer would 
accept in payment of lhe land-revenue or other government due 

·describe4 in the acknowledgment. 

598. Stamp-duty on CheClues,-The &t:lmp-c\uty on chequC$ 
was abolished with effect (1'OIlI thelst July \ 9~7 by the (ndian Finane, 
Act, 11127. No in8ueaQfI of tbe aboli\ion \\POn tile volume .u ch~ques 
paased through tae clearinll in Rango(lll is yet perceptibl'l* ; th~e h<lv, 

-of course been other forces affecting that volume. But the; abojitio'l­
has \1ndollbtedly 1aelped to ind\1CO tradl:rs .. nc\ <?tl\erli ouWc\s Rangoon, 
..especially Burmana, t to open CIlrrent ~Qnts in the <;o-oP8l<otive and 
,other bank..' .. 

51111. F~e4 pep~ts.-~OI1ey i. acceptec\ on filled d"l'osit by 
'Cbetti~{I, co-operative ban"'s allQ U"le banJ,:a Q.8SCl'ibeQ. "1 Chapt"'f IH. 
·Th. Imperial ~nJ,: 1j,RQ. the e.'tchange banks. pay I'<\te~ of interest. which 
.1!nI usqally fr()JJl 3 \Q ~ ~r "'I<nt ~Qrdinll to the SCi\son ofthe Year, 
tile period and all\Ount ~ depQ6it and otiwr circulDStances. The othllr 
.ba"ka of Ch;lpter II~ NY rath~ II\Ore. The deposits with Chettiar. 
bve b,eep discussed in Cbapt~r :lU 11 II, 1UlQ. thoae with co-op~tive banks 
in Cbapter XU. It is to ~ o~ed that ~ed depasit.s in aunna art' 
nearly always deposits fof a per1o<;l ~ed at the time of de.\'Ositing. 
Fi.x,d <i4posits d tbe "nglish type, that is, for an uns~ilied peri04 
bill r4IQuiciljl!l\ prescribec\ 1l'riod of notice for withdrawal are not 
il)vi~4 by any blnle:; but t\lere maf ~. few such deposits made by 

"5Jl11Cial arr~ng~~nt. 

(iOQ. so.vln.as-aant' -S;lVings-bank faci\itiesarellrovided by the 
poat-oOicc Slviogs llan¥, by til' co-o~rative banks, and by 11 of the 
20 jQi/)t-stocll. ~ roan."\j:lcd on \\'estern lines which were described in 
'<;;hapter IH. The slji:l;ec;dina ~phs will tr«:at each of these 
~ cl~ in lnrQ.. 

~Q1, Post-Qfllce SavIQas.8ank.-Thc post-office savings­
bl\nk 'VOrks on the !I;lme rules in DUrRla as In India. Its rate of interest 

.a.t presenl is 3 per cent per annum. The total number of past-officoa 
in Burma doing savinga-blUlk business in February 1930 was 474. Of 
th~ as ~ in Rangoon and 11 in the town of Mandalay. A tallie 

.showing the number and the proportions to population, area and nl1lllbow 
0( vil\3j,,~ in facb district is given in the second \'OIume of this ..,port. 
Qmittin& districts of particularly sparse population or bach.ard 

I .cQQ,ditiQn)l the tol;ll number of offices in Burma Is .US : and there is ORO 
I -

.s.e~".' 



office to every 28,000 population, to every 36 Village-tracts and to every 34() 
square miles. This average area would be given by dividing the country 
into squares of about 17 to 18 miles each way, and ·in such square~ 
the maximum distance from a post-office at the nearest centre of a 
square would be about twelve miles. 

602. The depositors are residents of the towns, chiefly of the larger 
towns. and are chiefly Indian. In three sample postal districts with 
headquarters at Meiktila, MOnywa and Maubin the Indian depositors· 
in each case formed two-thirds of the total; all the remainder except a 
few we're of indigeJlousraces. Rural depositors are almost 
non-existent. -

603. The total .. JUmber of depositors cannot be stated for past years. 
with certainty because of complications about the striking out of accounts. 
which have become disused; owing to this work being incompletely 
done the number of accounts rose rapidly to over 103,000 in 1927-28. 
But the number given for 1928-29 is probably correct and is 68,192. 
The total credit balance on the 31st March 1929 was 10'7 million rupees. 
as compared with 6'9 millions in 1920 ; there has been a steady increase 
in the meantime. The average credit balance per account was Rs. 157 
in 1929 and Rs. 105 in 1920; it had therefore kept pace with th.,. 
general level of prices. On an average each office has 144 accounts 
with Rs. 22,553 at credit. and deals with 320 deposits and 161 with­
drawals every year ; but since the acconnts are few at offices in small 
towns and villages these averages do not represent typical offices. The 
total amount deposited each year has increased from 6'2 million rupee. 
in 1919-20 to Rs. S'6 millions in 1928-29, while withdrawals have 
similarly increased from Rs. 47 million rupees to 6'7 millions. On an 
average there are 2'22 deposits and 1"12 withdrawals from each account 
l'very year; the average amount of a deposit is Rs. 56 and the average 
withdrawal is Rs. 87. The average deposit has decreased from Rs. 67 in 
1919.20 and the average withdrawal from Rs. 107 in the same year. 
The average cost of a deposit or withdrawal .at the Rangoon General 
Post·Office is about five annas ; for other places it is believed 'to be less. 
but we have no figures. Five annas compares favourably with the cost 
in England both in the post-office and in trustee savings·banks. 

60 ... The average deposit is increased by transfers of accounts from 
one office to another. the whole amount being treated as a withdrawal. 
But this increase cannot be large. Withdrawals are aflected more in 
this way because the whole balance of a deceased depositor makes one 
large withdrawal. and because more accounts are transferred from 
Burma.to India than from India to Burma. The high average of Rs. 56 
for the average deposit thus shows that no large part of the deposits is 
made by people of small means who can save only a little at a time. ana 
points out the 4irection in which p~opaganda should be carried tin. 
The last postmaster·Generai told us that the facilities of the savings-
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bank are well-known. But mere cognizance of the facilities is not 
enough. What is wanted is a conviction in the heart of every person 
with income above the bare etandard of subsistence that he ought to 
save some reasonable part of the excess. For large nu mbers of people, 
attaininll a comparatively low standard of life only with some difficulty, 
~tren\jous saving would be a mistake; but there are large numbers of 
clerks and other salaried persons who ought to save more than they do. 
The I!ecessary conviction must be brought about by propaganda aided 
bv improved facilities. We have known several clerks in Government 
offices who have become grateful (after a time) to saperior officers who 
have induced them to open saving~-bank accounts. Life-insurance, 
provident-funds. and savings-accounts all serve different ends. and, if 
means permit, all should be used. But a moderate savings-account 
seems to come first in order of need because it would help to keep up 
insurance· payments at times as well as be available for other !lrgent 
small needs. 

605. The last Postmaster-General commented upon the number of 
offices doing savings-bank business. and explained that more savings­
bank offices could be opened if the people gave more sUPJlQrt to post­
offices in their general work.· But the fnrther development of the 
savinlls-bank is not dependent upon an increase in the number of offices. 
It is impossible to provide an office in every village. and. moreover. 
local co-operative societies should take most rural savings. The wisest 
plan is to concentrate upon the towns where deposits are already made • 

. and partkularly upon industrial trading and administrative centres like 
Insein. Myitnge. Yenangyaung. Syriam. Prome. Bassein, Mandalay, 
Rangoon. and upon the clerks in the offices of Government and local 
authorities. A difficulty is that the post-offices are not open for savings­
bank business when salary-earners are able to go to them ; and opening 
at other hours is difficult to lU'f!Ul!le. Moreover it is difficult to make 
oneself deposit regularly if a journey to a post-office in the monsoon 
rain or the very hot weather is necessary, even if the joorney is short. 
Heads of factories and offices can help by arranging to make deposits 
in the day-time with sums held back from salaries for the purpose ; the 
post-office should snppiy for the purpose a form which would be filled 
in with a record of all the deposits to be made and sent to the post­
office with all the pass-books. In most places a cheqne could be 
accepted for the deposits without either ri&k III' inconvenience to 
the post-nffice. In the largest to\ms arrangements might be made for 
opening on at least some days after offices and factories close; this 
would permit withdrawals by persons who cannot attend in the day­
time. Some arrangement could also be made throngh employers to 
facilitate withdrawals on certain days. When reduced to routine these 

• See pangtapb 6S ill Cbaptco IL 
18 
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arrangements would give little trouble to anybody ; in fact they would 
give leSs trouble to the post-office than the receiving of separate cash 

, deposits., Caution is needed on one point ; heads of offices and other 
employers should not persuade their establishment to fix too high an 
amount for monthly deposits ; generally a small initial rate increas~d by 
half of each increment of salary is more likely to be maintained. 

606. Another point raised by the last Postmaster-General was the 
difficulty of providing post-office clerks who know Burmese. This 
matter is receiving-attention. Meanwhile the difficulty can be met to 
a large extent by printing the heading of the columns of the pass-books 
in Burmese as well as English. Similarly the rules, which at present 
are printed in English alone in the pass-books, should be given also in 
BurmesE:, the more important provisions being picked out and given 
separately for the benefit of those whose literary attainments are not 
sufficient for a study of a long set of mles. Some of the rules need not 
appear in the pass-books at all. Most Indian depositors in the towns 
are probably sufficiently acquainted with English to lerify the entries 
in the pass-books, bnt real popularisation of the savings-banks requires 
the recruitm,ent of Burman depositors. For the towns in which we 
advocate the concentration of effort for the present, entries can be made 
in English figures; these are kno,;"n sufficiently well. 

1>07. The introduction of home-safes into the post-office savings­
bank systemsbould be tried; it would be justified by even a small 
number of depositors using the safes. Home-safes are small boxes 
specially constmcted for coins and notes to be put into them conveniently 
and stored there; the key is kept at the bank so that the depositor is 
not tempted to open the box to spend his money; from time to time 
the box is taken to the bank to he opened and the money is then placed 
on'deposit 'in a savings-account. The depositor is required to give a 
SOlD equal to. the cost of the box as secnrity for its due return to the 
bank. Home-safes sneeeed in indllcing savings because of their 
p;ychological influence over the depositor. They have been taken np 
by the large banks in EnPlland becanse they are expected to establish in 
the depositor habits of saving which will make him become an ordinary 
<:ustomer of the bank; it i. largely for this reason that they invite 
-depositors to" come often to the bank." The cost in I!:ngland or 
America of a home-safe of the type which registers the amonnt con­
tained is abont Rs. 3, while a simpler box not registering costs Ro. Z. 
The rl,g;stering box would perhaps be more popular in spite of the 
larger security-deposit given for it. But since stocks of the safes need 
be kept only at Rangoorr there would be no difficulty in using both 
trinds at first uutil depositors show a distinct preference. 

608. The maximum amount which may be deposited in anyone year 
.heuld be incm = d -from its present limit of Rs. 750 to Rs. f ,SOD. The 
only danger iu increasing the limit is that at a time when money is not 
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easily ~mployed profitably a large amonnt of deposits might be brought 
to the post-office to earn a tittle interest: the limit suggested is sufficient­
ly low to meet this. 

609. The maximum amount to be ,held at the credit of anyone 
.account should be increased from the present limit of Rlr. 5,000 to 
Rs. 10,000. The difficulty of raising. the Ii~it arises out of the risk of 
large sodden demands for withdrawals. This is serious only where 
there is no treasury in the same town. At post-offices in these places 
special notice might be required for ta.rge withdrawals; and for with­
drawals above some limit, say Rs. 3,000 Cor some places and Rs. 1,000< 
£or others, the depositor might be required to go to the district head'­
quarters to receive the money unless a nearer sob-treasury is generally 
able to provid~ the money. It must be remembered that large sums are 
more likely to be required for use in a large town, and it will generally 
serve the depositor's convenience even better to draw the money there 
than in the post-office nearest to his home. A week's notice might be 
required; this wo16id prevent tbe arrangement being abused to get free' 
remittance in an indirect way. • 

610. Depositors should be p~rmitted to nominate persons to receive' 
their deposits up to any amount after death. Burmese Buddhists may 
not make wills ; but this causes no difficulty, because all that the post­
office requires is a good discharge for the moneys paid out. This in 
fact would be a convenience for the post-office which woald thus be 
freed of all bother abeat the account. Such nomination is permitted by 
the co-operative societies acts for deposits in co-operative credit 
societies and banks. 

60. The general prohibition of joint-accounts, other than accounts 
opened by a known firm. should continue in Burma so long as Burmese 
Buddhists are unable to make wills. But accounts in the joint names 
of a Buddhist husband and wife shoold be permitted, as after the death 
of either spouse the other has onder Buddhist law the right, subject to 
accounting to the other heirs, of contro\ling the property. As a matter 
of fact joint deposits by a Burmese Buddhis' husband and wife are 
permissible even under the present post-office rules, because a Burmese 
Buddhist marriage Is legally a partnership and accordingly comennder 
:the exception in faYOW' of •• a known firm" ; but tbis fact baa Dot been 
recognised. . 

612. We reject the suggestions that the rate of interest shonld be 
raised ; that rate mDS! depend lipan the general level of interest-rates, 
and its present general relation to the rates paid by baDks and earned 
by government securities should be maintained. All enhanced rate of 
interest inappropriate £or savings-deposits with goYa'1llDCDt security is 
not the proper mams of increasing the popularity at the banks. We 
have already in paragraph 416 advised against allowing c:o-operathe 
.societies a high .. nate 0( interest IJIaa other depositors. . 
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613. We also reject all the suggestions that have been made for 
using the post·office savings-banks as safe deposits or as loan offices as 
well as the su~tion that post-office savings-bank moneys should be 
Jent to local co-operative societies. 

614. It is now many years since the qnestion of Iiqllid resonrces for 
post-office savings-banks in Great Britain was raised by Bagehot. * 
The argument was that any run upon the savings-banks which occurs 
Will probably come at a time of general difficulty, and the Government's 
inevitable application to the Bank of England for accommodation to 
Qleet the run would thrust upon that bank at a difficult time a strain for 
which no provision had been made. In case of such a crisis affecting. 
the post-office savings-banks in India and Burma it would be useless to 
issue more paper currency to pay the depositors. We recommeud 
therefore that a suitable reserve for savings-bank accounts should be 
added to the minimum reserves required to be. kept for the paper 
currency. 

615. We recommend also that an enquiry should be' made into the 
causes of the high averages for deposits and withdrawals from post­
office savings-banks. We think a knowledge of the circumstances lead­
ing to these must be of importance to the postal department as well a.. 
to all who nndertake any propaganda on a considerable scale to encour-, 
age saving. A study of the ledgers of a number of accounts in a few 
. offices wonld probably throw some light on the matter. 

616. Co-operative Savings-Banks.-Savings-accounts are­
opened by all co-operative town banks and district central banks. We 
have already given in paragraph 406 statistics of the deposits showing a 
grand total of Rs. 594,000 of which 82 per cent or nearly five-sixths 
were deposited by indigeno\lS people, and one-ninth of the total, i.e. two ' 
thirds 'of the balance, by Indians. We have advised that an effort 
should be made to increase these deposits, and also to develop savings­
deposits in primary societies. These last in fact should fill the gap left 
open by our recommendation for the post-office savings-banks to 
concentrate npon development in the towns. 

617. Savings-accounts in Joint-stock Banks.-Deposits 
on savings-bank accbunts are accepted by the Imperial Bank, fonr of the 
exchange-banks and six other banks. The fonr exchange-banks are the 
Allahabad, Lloyd", the National City and lhe Yokohama Specie banks . • The remaininl( six are the Central Bank of India, the Bengal Central,. 
the Burma Loan, the Chinese Merited and Dawsons hanks, and the 
bank of Balthazar and Son, Ltd. Thus the only savings-banks outside 
Rangoon. apart from the post·office and the co-operative banks, are at 
five offices of the Imperial Bank in Bassein, Monlmein, Akyab. 
Mandalay and Myingyan and at the eight offices of Dawsons Bank in 

• z..",.barll Strut, Cbapler XIII ; fin! published 1873. 
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the Irrawaddy division (Pyapon Bogale, Kyaiklat, Dedaye, Maubin, 
Kangyi, Moulmeingyun,Bassein). A deposit of not less than five 
rupee!i (in some cases ten) is generally required to open a savings" 
'aCcobnt at a joint-stock bank, but smaller sums are accepted fot 
subsequent deposits. The Central Bank of India, the Bengal Central 
Bank, and perhaps some others already supply home-Safes (see para­
~raph 607) in connection with their savings-bank accounts, and some 
other banks are disposed to do so. In some of the banks there are no 
rules restricting withdrawals without notice, but the management 
watches to see the accounts are used only as savings-accounts. In 
m~t of the banks withdrawals are restricted to once a week on pain of 
loss of interest on the whole account for one month or six months ; in 
addition notice of a week or a month is reqwred to withdraw more 
than a quarter of the credit-balance of the account or (in some banks) 
more than some prescribed sum, generally Rs. 1,000. 'Several of the 
banks supply cheqne-books to their savings-b3nk depositors, who may 
then draw cheques against their accounts in exactly the same way as 
depositors on current account, save that they are limited by the 
restrictions upon the frequency and amount of withdrawals. A special 
use· of the cheques is to make a withdrawal without attending 
personally at the bank; but the cheques can be realised by any 
payee through his bank withont distinction from cheques drawn 
against current accounts. The usual rate of interest now given by the 
joint-stock banks for savings-bank accounts is four per cent per annum. 

618. Government SecuritieS.-Government's securities re. 
presenting moneys it has borrowed in India or Burma are issued in the 
five (orms Ii) treasury bi\1s, (iil post-office cash certificates, (iii) stock certifi­
cates registered in a public debt office and transferable only by deed 
presented at that office, (iv) promissory notes transferahle by endorse­
ment and delivery, (vI bearer bonds transferable by mere delivery. 
Treasury bills represent temporary borro\\ing by the Government of 
Indi", usually for periods of three to twelve months. They are not 
suited to ordinary private investors, but are of great importance to 
banks as liquid investments for surplus funds which might other\\ise lie 
idle. There has been criticism of the way Government has managed 
its borrowing in this form; but as this is a subject for the central bank­
ing committee it is not Inken up in this report, where first pc;lst-office cash 
-certificates and then the remruning three kinds, which are the mrun 
forms in which Government's rupee debt is held, will be discossed. 
Persons unacquainted with government securities but proposing to 
invest in them otherwise than through the post-office (see paragraphs 
0619 and 632 below) should consult the GMide B001 for IIft'eSlors i. 
GoIwIt .. tIII o/l..Ji. Seavilies which is pob1ished by the Government 
<If India and is sold for two annas at the Central .Publication Branch 
of the Go\-ernment ol India, Government Place, Calcntta. 
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,'619. Post· office Cash.Certificates.-Post-office cash-certiJi­
~ate. were' first issued in 1917-18. They have a growing redempti<tn 
yalue arranged so that if left for five complete years to mature they 
l'ield the equivalent of 5'25 percent compound interest added yearly_ 
From the 1st April 1923 to 31st March 1926 the rate was 6 per cent;, 
kilm 1st July 1947-to 31st July 1929 it was 4'5 per cent; at all other­
,times it has -been ,as now_ , The certificates can be redeemed at any 
time, but if redeemedbe£ore five years expire the profit is rather less 
tblmthe full rate of interest wou4i give ; there is a verY small profit in 
the first year and ,a large addition to the profit in the last year. The 
certificates are sold at such ,rates that the redemption values after five 
years, will be 10, 20, 50, 100, 500 or 1,000 rupees; these redemption 
values are always used as the nomina! values of the certificates. 
Transfer from ORe holder to another is effected by written application 
,is a prescribed form without any expense. Nobody is allowed to hold 
'certificates of greater total value than Rs. 10,000 beCllUSe- it is not 
,intended that the certificates showd' compete with ordinary govern­
ment securities in any way. The profit on the certificates is not only 
free <If income-tax, but is not reclwmed as income to deterrnine the rate 
;payable upon other income. Government offices are authorised to 
accept certificates from persons required to give security. 

620. In the second vohune of this replrt ,,'e give a table showing 
the sales and redemptions of cash-certificates in the area of each head 
post-office in,Burma for each of the last four years. We also give a 
statement of the total sales and redemptions in Burma and in India 
/including Burma) since their first issue. On the 31st March 1929 the 
total issue-price of all certificates outstanding in all India and Burma 
',was 323 million rupees, of which 5'39 millions had been contributed by 
certificates "issued in Burma. The purchasers are chieBy Indians, 
Europeans, Anglo-Indians and Chinese living in towns; few, if any, are 
,bought by people living outside the large or middle-sized towns, and 
'indigenous people even in the towns rarely buy. The annna! sales have 
varied so irregularly that no simple conclusions can be drawn from the 
figures for them. , 

621. Three Burmese members of the committee support the pro, 
posals made by several witnesses that the issue-price of cash-certificates 
should be reduced to 75 per cent of their face value so that for a fully 
matured certificate the yield will be equal 10 6' per cent compound 
interest as it was from April 1923 to March 1926. They approve the 
suggestion made by Mr. Subbaiya, an accounllmt in Rangoon. that the 
redemrtion-rates should be so gradUl&ted that a certificate redeemed 
after one year should receive inierest at t per cent and that for each 
succeeding year the rate should increase by one-half per cent (and 
be compounded as now) and the)' recommend Government to adopt 
this plan. Two other members of the committee however take a 
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diametJicalIy opposite view and recommend reduction of the rate of 
profit. The other three members could not attend the disCIlssion of th~ 
matter. The view of the two dissenting members is as folloWs :"- ' 

Minority View of Mr. Dawso/l a"d lIu Chai,.ma".-(l) In the five 
yeat·s 1923 to 1928 the total face-value of certificates. sold in Burma 
was 84 million rupees. The percentages invested In- certificates Of 
the various denominations were lw shown in the' .margin hereby. 

Valuc. 

10 
20 
50 

100 
500 

1000 

I Per cent. 

0'4 
0'6 
1'4 

11 
3S 
53 

In considering the figures it must be remembered 
that for various reasons the certificates of low deno­
mination are sometimes bought instead Of one of a 
higher denomination; e./!. to enable the holder' to 
realise any fraction of his holding by itself, or 
because certificates of higher value happen to 'be 
out of stock. The high percentages of certificates 
of large value are arresting". To a large extent 

---- this is du", to the purchase of cash-certilicates as 
___ .L.._IO_0_'4__ an economical form of security to be given by 

'cashiers. bailiffs, contractors and others. Some 
p,U't is due to the investmeut of resorves by miscellaneoUs' societies, 
hospital subscription funds and the like. But it is also due in part to 
the investment in these certificates of well-to-do people who see in 
them a safe investment of particularly!(Ood yield, costing nothing for 
stamp-duty, and easily realised without any risk of a fall in market­
v.uue; such investors also had formerly the privilege of being able to 
keep the certificates in the safe-custody of Government free of 
charge. The withdrawal of the safe-cnstody concession has made the 
()Crtificates less appropriate to the poorer people than the savings-bank, 
l>ecause these cannot lIenerally have any safe place to keep them; Oft 

the other hand, if, by reintroducing the safe custody arrangements, the 
certilicates could be popularised, the cost of the arrangements would be. 
large and m:u.:e the certilicates an expensive way of raising money for 
Government if the equivalent of high interest is also paid 

(;l) Bankers complain that the certificates compete with them 
unf'lirly in the collection of deposits because they c::umot alfon1 to offer 
rates of interest which will compete ,vith the profit on cash-certificates 
which have the additional advantages mentioned above. Co-operative 
banks hitherto have offered rather high rates of interest, and have IlOt 
felt the oompetition of the cash <lCrtificates: but this will prove a serious 
obstruction in any effort to reduce the rates paid by these banks, 
especially as the certificates can be redeemed at any time while fixed 
deposits in the banks must generally run their course. In adilition there 
is little hope of developing a habit of investment in industries and land· 
mortgage banks so \oDlt as these certificates yield so m\\ch. It is true that 
many certificates, being redeemed before they become mature, earn 
in~ on a 10,.'1:1' scale than those that mature; bot this is aaalogoas 
to the loss of interest on premature repayment of a fixed deposit 
nod does nof affect our view that the interest is too bigb. having regan:I 
to the quality of the security and the conveniences of the certificates.. 
Acc:ordil\f..<\Y we think the proportions sold of varions denominations 
show tb"t it is desirable to reduce the pro6t offered.. The certificates 
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do not bear the same relation to the savings-bank as five-yearly fixed 
deposits would do, because they can be realised at any time ; but the 
increasing .-at. of pr()fit makes them partake of that character. 

(3) We think that with the exemption from income-tax a rate 
about one per cent in excess of the post-office savings-bank rate (no\v 
3 per cent without exemption from income-tax) is sufficient and that 
Government ought not to offer more. A sale price of Rs. 8-4-0 per 
Rs. 10 of nominal value would give a yield of approximately 4 per 
cent; the present price beinl! Rs. 7-12-0, the price mil!ht be raised to 
Rs. 8-0-0 for a year and increased to Rs. 8-4-0 after that. The smaI1 
proportion of ten and twenty-rupee certificates bought shows that this 
would have no effect in discouraging saving; this i. realised even more 
clearly when it i. observed that the average annual values of the 
pnrchases of ten and twenty-rupee certificates in 1925 to 1928 were 
only Rs. 6,006 and Rs. 9,668 respectively while savings-bank deposita 
in 1929 were over 8'5 millions. It is tho: priviiel!e of being able to 
offer the certificates to Government as security, and the opportunity to 
get a good rate of interest with complete exemption from income-tax that 
increase the sale, not the desire of people of small means to invest 
their savings with the least I'05Sible risk. In war-time, when these 
certificates where first issued, the object was only to raise as much 
money as possible; but it is time now to make a ·closer analysis of the 
circumstances and a closer adaptation of the certificates to a clearly 
conceived object of providing an investment in. government securities 
for people of small means and of thus tapping for Government a source 
of deposits of moderate duration not otherwise available. People of 
moderate or large means who buy a large amount of certificates and 
would be sensibly affected by the increase in their price should be 
catered for by better facilities for the purchase and sale of ordinary 
government securities. We recognise that our recommendation for the 

. reduction of profit on cash certificates is opposed to the advice of most 
people who dealt with the matter in answering the committee's ques­
tionnaire. None of those in fact contemplated reduction. Most advo­
cated an increase of profiU But we think these recommendations aimed 
only at providing a more attractive bait to increase the sales. We 
think also the reduction of the profit given on the certificates would 
enable government to bear the expense of providing safe custody for 
the certificates as proposed in the next paragraph; such a privilege of 
safe custody would be further compensation for the difference of 
interest between the certificates and regular government securities. 

622. We agree in recommending that Government should provide 
facilities for safe custody of the certificates.· Until 1924 arrange­
ments were in force for deposit with the Accountant-General (Posts and 
Telegraphs) in· Madras, but this is inconvenient to the holders and at 
the same time (as pointed out above) must be an expensive arrange­
ment if the number of small holders increases largely. There is no 
doubt that the 'difficulty of keeping the certificates safe must always 
make them unpopular in rural areas where houses are not solidly built. 
There is moreover the example of .France, where. largely through 
the provision by . the large banks of facilities for the safe custody of 

• See aIso!be IulsenleDce 01 the miDority view in 1"_ preceding paragraph. 
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securities, the practice of investing has been so highly developed among 
the great mass of the people. We suggest that the holder of a cash. 
certificate might be allowed to hand it in at any post office together with .. 
one anna and get a temporary acknowledgment for it ; the post-office 
should pass it on to the treasury.officer who would post a formal 
acknowledgment to the depositor. On first issue of:a:'-certificate the 
acknowledgment would be arranged forthwith on payment of an extra 
anna for the postage incurred.· The postage-charge would be the same 
lor any amount of certificates deposited at one time in one name; 
up to the number which would require additional postage. The work 
in the treasury would be simpler than that now offered for the safe 
custody of government promissory-notes. 

623. As in the case of savings-bank deposits we recommend that 
every holder of cash-certificates should be allowed to nominate a person 
to whom they shouhl be transferred in case of his death. The case of 
married Burmese Buddhists may require speial consideration. 

624. We also think the position with regard to the maximum hold. 
ing of Burmese Buddhist husbands and wives, owning certificates either 
jointly or in their separate names, should be made clear in advertising 
the certificates in Burma. 

625. Other Government SecuritieS.-When Govemmel\t 
makes a new loan it arranges to receive money for itat the Accountant. 
General's office, at every district treasury, and at all offices of the 

. Imperial Bank of India; all banks also will of course receive money for 
the loan too. An investor who wishes to do so may however buy from 
persons a1rendy holding them securities representing previously issued 
loans, and conversely he may sell his own securities to others. In 
Ralij(oon there aN brokers and bankers who will arralij(e to buy or sell 
securitiea in the stock· market at Calcutta; sometimes they have both 
buying and selling orders at the same time and can match them so as 
to have only the difference to buy or seD. The Imperial Bank of India 
always has a stock of securities ready for sale over the cotmter at all its 
branches. If the investor Uves far from one of those branches he 
can remit bis money by Remittance Transfer Receipt to the Calcutta 
office of U,e Bank free of charge from the nearest government treasury, 
provided the amount is not less than Rs. 5,000. Similarly securities 
can be sold and the proceeds will be remitted free of charge to the 
in-as(u-y desit,'nated for the purpose; brokerage incurred in Calcutta in 
selling the securities is charged, but nothing is charged for remitting_ 
The post-offices also ha1le arrangements for buying and selling 
securities; but these are restricted to savings-bank depositors and are 
limited for each person to a muimum of Rs. 5,000 oominaI value in any 
one year. When the market price of a loan is below par there is a 
gap between the arrangements at the treasuries and a& the post-offices 
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which is not provided for, because the treasury arrangement ck,es not 
come belowRs. 5,000 market-value while the post-oflice does not go 
-above Rs. 5,000 nominal value. The Imperial Bank and, subject to 
certain restrictious discussed below," the post-oflice· also have arrange­
ments for selling securities and holding them in safe custody; the· 
treasuries hold promissory notes t in safe-custody but not bearec- bonds. 
Interest on securities purchased through the post-office and held by the 

. post-office in safe custody is credited to a savings-bank account at any 
savings-bank post-office designated by the holder of the securities. In' 
other cases interest on stock certificates and bearer bonds can be made 
payable at any treasury or sub-treasury, but for bearer bonds it can only 
be made payable at a treasury. 

626. We recommend that a Public Debt Office should be established 
in Rangoon. If Burma is separated politi-;'ally from India this will 
naturally occllr; but it is equally desirable if the .separation does not 
take place; A t present dealings in government securities are hampered 

. by the delay involved in using the markets of Calcutta and Bombay; 
Burmese endorsements also would give less trouble in a Rangoon office .. 
The establishment of a public debt office would probably help in time 
in developing a general stock'market, and so encourage investment in 
industrial and commercial securities and in the debentures of land-m9rt­
gage banks. It would thus help as suggested in paragraph J8 to stay the 
tendency for agricultural land to come into the hands of non-agricul­
turists as well as facilitate the general development of the country by 
collecting scattered masses of capital so that they can be made to earn a 
profit still when their present use for moneylending has been prevented 
by the provision of better credit facilities. 

627. Th!, four Burmese members of the committee think that govern­
ment loans should be issued free of income-tax because they will then 
be more attractive to small investors. These members wish to ft 
people investing in government loans, because the money so invested 
will be used in the couutry; they think assessment to iucome-tax 
disoourages small investors. Two other members of the committee 
dissent from this and give their view as follo\\~:-

Minority view of Mr. Dawson and th. Chairman.-With precisely 
the same object of encouraging small investors to buy government 
securities we take a view; directly opposite to that of our colle8l!ue8 and 
recommend that ordinarily the interest on a government security should 
be liable to income-tax. In issuing tax-free securities as well as in issuing 
tax-bearing securities Government tries to get loans at market-rates. 
Since the greater part of each loan is held by banks and other bodies 
which must pay the highest rate of income-tax; there cannot be much 
difference in the net return from the t"·o classes of securities when tax 

• See paragrarhs 632 and 636 10 638. 
t For stock certificates safe custody is not necnsary as they are or no ""'I.loe in 

Ibe bauds of a -elul holder II11d dop6_ can be obIaiDod wiI_ mach diSiculI,_ 
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is reckoned at. that hillhest rate. Consequently a small investor whose­
income would be liable to a low rate of assessment gets for a tax-free­
security less than he would on a tax-paying security. There is thus a. 
stron!! discouragement of small investors in tax-free securities. We". 
think the conveniences to some investors of II fixed net rate of interest 
independent of v.uiations in the rate of income-tax has been ·over-em·· 
mated, and that on a broad view it is genera1ly .. better· for the country 
that all wealthy holders of government securities should bear aBY increase­
of income-tax and have the benefit of reductions, while small investors­
should be encouraged by the higher net rates of interest they would get. 
The real objection of small investors with regard to income-tax arises­
from the bother of a..kin!! for refund of tile excess tax deducted at tbe 
source. If they apply to the local inoome-tax officer for this refund 
they must make a full return of their income; some with inc.omes only 
a little above the taxable minimum prefer not to exhibit their liability 
to pay tax on their other income. while all find it troublesome to make­
the return. The remedy for al\ this seems to be provided by the 
proposals below with respect to the custody of securities by the 
post -office. 

628. We recOirunenc!l that the minimum amount to be remitted by 
treasuries free fGr the purchase of f.,'OVel'I1ment secllrities' should be­
red\l<led from Rs. 5,000 to Rs. 1.000 and that corresponding arranf(e­
ments showd be made to sell securities and remit the pFoceeds to any 
treasury named by the sel\er. For the purchase of !lecUrities also we­
think that up to a maximum of Rs. 2,000 arrangements might be made 
for SUb-l!'easllries (eilcep1 certain ones to be named in the rules) to 

. receive the order. and the money and pass on the order to the treasury 
officer, although sub-Ireas\,ry officers are not authorised to issue 
renlittanoe transfer receipts in general. These reeommendatioas leave­
a Cftt.'\in sphere in \\iUch either the treasuries or the post-offioes could 
be used for buying and seUiDl!. We think DO difficulty need be made­
aoollt this; the public can choose which plall it \ilaes according to the 
conditions of buring and selling in the post-offices and treasnries. and 
the oonveniellces with respect to payment of interest and of relief from 
income-tax in Co.'\Se the securities are left in safe custody with the post­
ollieI'. It must be remembered too that treasuries are much sparser 
than post-offices. 

629. A desire has been expressed for some way to facilitate the par­
cha..;e of j(ovemment securities by instalments. In plaoes where banks: 
e.'tist such purchases can always be made ; any bank would be willing to 

. advance the purchase price on deposit of, 53)', one-teDth, the bdaoce 
to be {'aid by lU"nthly instalments. The net cost to the purc.hAger would 
dilIer wry little frOlu ti,e cost iu case tbe monel' was saved i .. a sa~~ 
bank nntil tI,,: re..uired total had llC<."Umnla!etl; the ach-anlage is that 
the inV'eSlor feels ~'OmpelledtO m.1ke his monthly paymellis and estab­
lishes habits of thrift. In other p\aces the _ural plan is to ase the 
post-oOke ""\i,,~rs-bank Iirst to ~'e monthly deposits &lid thea to lxIY 
the ~ties tlnough the post-office. • 
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630. In selling government promissory notes through a bank (though 
not in buying them) there is, besides the present lack of remittance 

_ facilities, a difficulty for people who cannot read and write. These 
must get a magistrate to make the necessary endorsement for th~m. We 
see no means of remedying this, but ir. facl. we doubt if the difficulty is 
'likely in Burma to arise. The Accountant-General howl!ver has stated 
in his evidence * that the difficulty arises for all who cannot read and 
write English. This seems to be due to a misinterpretation of the rules. 
Rule 37 of the Indian Securities Rules. 1920, prescribes the _procedure 

-of endorsement by a magistrate; but it refers only to the case of a 
person who is unable to write at all. -Paragraph 42 of the Government 
Securities Manual (1921) also provides for transliteration of vernacular 
signatures into English, but does not say who shall make the translitera­
tiori. If a public debt office is established in Rangoon there need be 
no transliteration of Burmese signatures; much better would be a copy 
of the signature in clear round handwriting. Every treasury officer who 
receives a promissory note for sale mnst see that the signature agrees 
with the previous endorsement or with the name on the face of the Ilote; 
the re-writing of the name would not give additional work bot would 
automatically conduce to better examination of the signatures. At 
branches of the Imperial Bank too there need be no difficulty in dealing 
with Bnrmese signatures in the same way; Burmans clearly have a right 
to have signatures in Burmese accepted in Burma. Standard forms of 
~ndorsement ill Burmese should also be prescrihed to correspond to the 
English forms in paragraph 41 of the Government Securities Manual. 
For other languages we tliink the treasury officer should make the 
transliteration. if it is not already given. after taking the usual care to 
-identify the person. If a pnblic debt office cannot be established in 
Rangoon Burmese signatllres also should be treated in this way. 

631. Government Securities in the Post offices.-The 
last Postmaster-General noted in his evidence before us that, so far as 
he 'was aware. investment in government securities through the medium 
-of the post-office has never been popular. He said that such securities 
do not attract small investors who find the savings-bank and the cash­
certificates suit them better; while large investors generally prefer to 
<leal through a bank. 

632. The facilities afforded by the post-offices for investors in 
:government securities are set out in Section VI of the Post and Telegraph 
-Guide. The more important rules have been reproduced in the second 
volume of this report for convenience of reference. The post-office is 
'Willing to buy securities for any person provided that the excess in any 
.one year of the nominal value bought for him above that sold for him 
does not exceed Rs. 5,000. The price is the current market-rate for the 
~y. and no brokerage or other expenses are charged for. )n particular 

• See hi. reply 10 9"estiOD 1017 in lb. third volume at this report. 
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there is no char!(e fOl' remitting money to the stock-market. The post­
office is also willing to sell again at the current rate and free of expenses 
such securities as it has bought in this way, provided that the holder isa. 
savinl(s-bank depositol·. Meanwhile the post-office is willing to hold the ' 
securities in safe custody free of charl(c, provided they have been bought 
throul!h the post-office, and the holder is a savings-bank depositor at the' 
time of giving into safe custody. Such safe-custody carries 'with it too 
a valuable privilege because securities which otherwise are subiect to­
income-tax are treated in the same way as securities which are free of 
income-tax; that is the income from them is itself exempt from tax 
although it is added to the recipients' other income to determine the 
rate of tax payable on the assessable part of his income.· But 1he 
amount of securities ordinarily liable to income-tax which may be· 
deposited is limited to Rs. 22,500 nominal value. Securities which are­
free of income-tax may be deposited up to any value ; for them the pnIy 
restriction is that imposed by' the limit of Rs. 5,000 for total purchases 
of hilt-paying and tax-free securities in one year. 

633. If facilities are given at treaSuries fort!te purchase of securities 
costing Rs. 1,000 or more,. the maximum nominal value to be purchased 
tilfough the post-office in anyone transaction could be reduced to­
Rs. 2,000; but we think it is really unnecessary to introduce this. 
complication of the rules. 

634. All the present post-office rules with regard to government 
securities have clearly been designed to alford facilitie'l and encourage­
ment to savings-bank depositors. We think a wider view should now 
be taken so tilat the obiect will be to facilitate transactions in . govern­
ment secllrities by all small investors. It must be remembered too that 
any persou can become a savilll!S-bank depositor by depositing four 
annas, and needs only make a fresh deposit of four annas once every four 
years to keep the account alive. In particular we think the condition 
that a persoll offering government securities for sale through the 
post-offi.:e must be a depositor should be abrogated. 

(>35. It further seems unnecessary to limit the selliug facilities to 
securities bought through the post-office. They should at least be 
ext~nded to securities ior which the holder snbscribed; and Uten secu­
rities bought from such a holder by a local person seem to have an eqnal 
c1nim. If facilities for buying and selling amounts exceeding Rs. 1,000-
in market value are given at the treasuries as we have recommended, 
securities not bought through Ute post-office up to a limit for each 
person of Rs. 2,000 nominal value in ODe calendar year should be 
accepted for sale by Ute post-office. If the facilities at Ute treasuries 
are not given this limit might be Rs. 5,000. There should still, as now, 

• Sections 3, 8 and 16 of tho Income-tu Act ...... with lhe Flaance Act: notilica­
tlon under __ ()O of the 1_ Act Ili- .. item III OR page 107 oj the 
1 .... ""_ Manual. Volume 1. 3rd editiOD. 
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be nli) limit to the amount sold of securities purchased tlU:ough the post­
.office. We reeognise however that careful instructions to postal officen 
will be necessary to prevent people from seUing through the pos t-office 
securities to which they have not a good title. It may even be neces­
sary to .equire the execution of a bond m indemnity. possibly {"ith 
~rantors : but we bope !his can be avoided. 

630. The safe-custody Testrictions seems to rest upon a confusion 
·of ideas. If the facilities are inlended only to encourage small 
investors there is no reason for' excluding tax-free secOTities when 
.comparing any holding with the "limi!; if the exemption is intended to 
be a practical measure to avoid collecting income-tax Erom small 
m,"!,stors who are not Iiabt&·to tax and will claim refunds it is wl"Ongly 
.arranged, because any person however large his holding can take 
advootage of the arrangement. provided he has the foresight to buy 
through the post-office. In fact the larger his income the more it pays 
bim to sell in lots of R •. 5.000 annually securities he has bought else­
where. and to buy an equal amount in substitution through the 
post-office. All that is necessary to help and encourage small investors 
is: relief from collection of the tax at source: all that is necessary Eor 
.the income-tax department is to avoid collecting tax which has to be 
refunded and yet to. collect; what is really due. The limit of 
Rs. 22,500 seems likely also to hav~ been fixed on a basis of the 

.amount that 'would yield Rs. 1.000 interest at 4'5 per cent when the 
maximum income exempt from income-tax was Rs. 1,OO(k Bot that way 
of fixing the limit ignored the cases in which the investor had othet 
income and so· should have been assessed; and on the other hand it WM 

not modified when the minimum assessed income was raised to Rs. 2.000. 
637. We recommend-

(a) that every: llavings-bank post-office should, on behalf of the 
Deputy Accountants-General. Post and Telegraphs, accept 
for safe custody government promissory-notes and stock 
certificates up to a total nominal "alue of Rs. 30.000 from 

. any one penon without reference to liability to income-tax 
or the manner of purchase ; • 

(hI that interest paid on securities in sucti'1..fe custody sho.,[d 
be paid in all cases without deduction of income-tax. but 
every holder shonld show separately in reporting his 
income to the income>-tax officers his tax-Eree and other 
iBcome derived from such securities and should be assessed 
according to the ordinary rules; and 

{.;) the chief income-tax officer in each district should be 
- permitted to inspect the records in the post-offices of that 

district of the deposits of securities, and to use in making 
assessments or repon con.6dentially to other income-las 
officers information so gained. 
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Securi'ties already in safe-custody would continue under the present 
rules. but would be added to new purchases for the application of the 
new limit of Rs. 30.000. Tbe provision for exemption from deduction 
of income-tax at source for any securities depos;ted with the ·post-office 
would provide small investors with a way to avoid claiming refunds. of 
income-tax for which they were uot liable, and would save the income­
tax officers the labour of making sueD refund&. Indeed the income-tax 
officers would probably make a point of telling the app(icants how to 
avoid the need for future applications. . 

638. In the case of securities deposiled for safe custody we approve 
of Ole depositor being required 10 have a savings account to which the 
interest will he credited. There is no need to pa9' the interest to him 
in cash at his home as though it were sent by money-order; on the 
other hand the deposit of the interest in his savings-account is likely 
to cause him 10 save it, and may even stimulate him to add further 
savings. In this connection we note what appears to be a defect 
in the present post-office Rule 48, which only requires the holder 
of securities tendered (or safe custody to be a savings-bank depositor 
at the time of tendering, although for Rule 49 to work he must 
fontinue to be a depositor so loug as the securities are in safe 

. custody. If the account is closed no intCl.'"est should be paid till it is 
re-opened. . If the holder o( the securities dies his executor should be 
allowed to have a lieparate savillj(S-bank account (or the estate until the 
securities are t~sferred to the new holders. 

• 63c}. Stock-exchange.-The provision of a satisfactory stock­
ecdlange is necessary for the encouragement of investment in Iand­
mortgage banks and in industrial and commercial enterprises. There is 
a Rangoon Stock ElIchange, but owing to the small numbers of brokers 
and the small 'IOiume of transactions it is of Httle importance. The 
achange-room is in a broker's office, and it is not visited every day by 

, all the brokers; lIOIIletimes a broker telephones his report of a transac­
tion. We asked tbc Rangoon Stoct bchange what improvements could 
be made in it and hOIll a regular market for Government securities 
could be started in lWlgoon; the F.xchaDge replied that it had no 
evidence or reply to ~ forward. We think the establishment of a 
public debt office in Rangoon, as recommended above, • would help to 
develop the slock-ellCha1\ll'e- There have been complaints agaiost the 
present stock-uchange on the ground that its members do both dealing 
and jobbing; bot the same system is in force in Ca\cotta, and we 
believe that the members say they cooId ROt make a living othenvise, 
and _ are at present unable to make any c:onstructiwe soggestiO!'S-

640. Investment-trusts.-We have considered the promotion 
of inwstmeot-trusts. We do not regard them in their ordinary form as 
feasible in Burma for some Jears to c::ome : bot aJI inve.1l1lent-trost, OIl 

• Pan&rapI1 626. 
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either- -a joint-stock or a co-operative basis, investing only in shares ana 
debentures of large investment trusts and standard securities in Europe 
and America as well 'as India and Burma, might afford a useful 
introduction of a number of people to the practice of investing in 
industrial and comm .. rcial securities. 

6'11. Insurance.-AII forms of insura!lce assist in the develop­
ment of banking by encoufaging thrift and by reducing the risks of 
borrowers and therefore. of the banks, and should therefore be 
encouraged. Life-insurance should be encouraged as an investment to 
be taken up as a rule by those who have already made some savings 
in a savings-bank. But we do not advocate the extension to the 
general public of the post-office insurance and annuities scheme, now 
applicable to Government servants. We consulted several insurance 
agencies and bankers on the prop05al and found opinion against it nearly 
unanimous. The scheme used in the British Post Office for many years 
has been given up. because good life-insurance comp:mies and societies 
can offermtter terms; in the same way it is believed that Government, 
without an army of canvassers, would not be able to compete with the 
companies and the scheme would therefore be a waste of effort .that 
could be applied more profitably in other directions. It is undesirable· 
for Government to have a separate fund for the life-insurances, and 
equally undesirable to conduct life-insurance without it. Other 
reasons were also given against the proposal. We. think Government 
can make a better contribution to the provision of life-insurance 
facilities in less direct ways. The most important of these (after the 
improvement of public health, for which however it is required) is a 
radical improvement in the collection and tabulation of vital statistics_ 

. The Director of Public Health is exerting himself strenuously in this, 
and proposals to modify the censUs tabulation to help have recently been 
approved by the Government of India for the census of 1931. A 
difficulty in paying premia is found by persons who cannot pay by 
cheque. Even wllelt an office Of the insurance company collects 
premia in tile same town many people have difficulty in paying in 
office hours, and even if premia are collected in the evening the ineon­

. venience of going out in the rain during half .the year is a great 
deterrent. Payment of premia by employers who deduct the amount 
from salary-bills is therefore desirable for employees of aU grades in 
which banking accounts are not usually kept. Employers who can 
remit by cheque, or have offices or correspondents in places where the 
insurance companies have agents collecting premia, conld all assist 
their employees in paying premia in this way; and Government should 
lead the way. 

6'12. Public Funds in Banks.-At present all government 
funds (apart from currency reserves) are kept in the Imperial Bank at 
places where that bank has braucbes and in the treasuries and 



( 289 ) 

8ub·treasuries at other places. All balances of local bodies such as district 
councils and municipal committees are required to be kept in .the same 
way; the total of these balances is estimated to be about twenty million 
rupees, and they play an important part in providing the governmeI\t 
with" ways and means" resources, tliat is to say, the money required 
to carryon from day to day in the intervals between the large inflows 
of revenue. If these local·fund .balances were deposited in bapks the 

. Government of Burma' might occasionally feel the need of them to 
maintain its balance.; unless it kept a larger amount at its own moneys in 
reserve as a sort of liquid resource. On the other hand the local funds 
have the benefit of the solvency of the government balances. While 
there is much to be said for this attitude of the Government we believe 
that a wider view should be taken. If the Government and local·fund 
balances at places where the Imperial Bank h18 no office were lodged 
with banks they would provide a basis for a certai,\ amount of 
credit instead of lying quite immobilised and useless as as they do 
uow. At times Government might need to issue treasury bills 
to provide ways and means, and thereby would incur inlerest 
charges which it does not incur now ; but the net benefit to the country 
of the increase of credit would be worth more than that. The matter 
is of particulal' importance in view of the necessary coincidence noted 
in paragraph 94 of the season of maximum demand for currency and 
credit with the season of the principal net collections of Government's 
revenue. The proper bank to hold the /!overnment's own balances is 
the central bank which controls the currency and the general credit 
supply : we shall make proposals with regard to this in Chapter XIX. 
The local bodies however could he permitted to deposit their balances, 
with suitable safegllards and other conditions, in local banks, whether 
joint.stock or co-operative. • 

643. Wt!i.. recommend Government to adopt a bolder policy, and, 
subject to the conditions and safel(uards noted in paragraph 417,· to 
allow loc.'li funds to make deposits in banks on savings fixed or CutTent 
account. There is a special difficulty in the case of some local bodies 
that receive considerahle contributions from the Provincial Government; 
but a convention could be made as to the dates of the Government's 
contributions, and i( any contribution added to Government's borrow. 
ing a reduction corresponding to interest on the contribution should be 
made. At present not many banks are able to accept the balanCes on 
current account ; but we think an experiment should be tried in one or 
two places with an SIlT'eement that it shall be tero.inated at one ~'ear's 
notice at any time within the first ten years if Government so desires. 

6<H. One result of allowing local bodies to deposit their balances 
\vith local banks will be that payments of the salaries of their superior 
employees 'by individual cheques \\;1\ be a simple matter. We recom· 

• Subject also in the case 01 oo-open.ti-.e banks to the dissent of a minority with 
ftSpe<t \0 deposits on CUttent -=aunt : .... pangnpb __ 

19 
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mend that Government" sbouldenoourage local bodies to aclopt tbis 
plan, wlrich would have considerable influence in indacing not only 
those employees but a180 thei'l" &iends lo'open banking accounts. The 
payment by cheque of other sums, sach as payments to contractors lmd 
.. hops, has the same influenoe. Local 'bodies in f<>wns in which the 
treasury baiance is kept by the Imperial Bank are already able to pay 
in this way by cheques <lrawn on the bank; but we understa"d they do 
not as a rule pay individna' salaries by 'cheque. . 

645. Government Loans and Industrial Invest­
ment.-It may be asked why, if we advocate the release of the funds 
of local bodies from goverwnent balances, we have recommended earlier 
in this chapter measures intended to encourage the lending of the money 
of private persons to Goverwnent. Some part of the answer is that the 
holding of the government and local-fund balances is a matter of ways and 
means, or slfort-term money; while the investments of private persons in 
government securities, and also (taken in the bulk) their deposits in true 
savings accounts, are long-term loans to government. But the principal 
reason is the desirability of offering the highest possible security to the 
smallest investors, who cannot afford to look lor an average return from 
some safe and some risky investments in trade and industry, but must 
have al\ safe. "For t~at r~ason we have given special attention to the 
facilities offered to the very small investors in government securities. 
In tbe next place investors with rather more resources cannot be expected 
to risk much of their capital in industrial nndertakings at their first 
introduction to investment practice_ They too need the safety of govern­
ment securities in wbich to begin the habit of investment. Later on, 
as experience is acquired, they will as a matter of course be tempted by 
larger profits to invest elsewhere. Further the great problem is to get 
the small ~ccwnu1ations of capital, which are owned by the ordinary 
people of the country, collected togetber into nseful reservoirs_ It is 
better to get this money col\ected in Government's hands than not at all ; 
if so col\ected it does at least set free for other purposes money of larger 
investors that Government would otherwise have to aUract hy offeril1il 
higher rates of inter~t. Thus the collection of smal\ investments saves 
interest. It costs more to administer the loans than it would if all 
investors had large holdings; but there is still a net benefit to 
Government and an increase of mobilised capital in the country as a 
whole. Meanwhile by popularising investments of any kind the wl\Y is 
opened to the popu1arisation "of investment in general. By olfering 
facilities for investments in government securities the danger of a severe 

. set-back through sever~ losses to those unable to bear them is pushed 
aside. Haste is made slowly, but all the movement is forwacds. 

646. Following out these lines of thou!:lht we recommend a general 
pelicyof atTangiug flGV«Rmeat'sborr~ with an eye principally to the 
smaUest investors on the one band and to insnrance companies and banks 
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and the like, on the other hand, and of leaving the larger private investors 
to find their place rather in financing agriculture trade and industry . 

. 647. National Thrift Committee -We .do Dot think the 
recommendations made in this chapter will be very fruitful if nothing 
fowther is done. We lIie sroagly of opruan fhatsDlDebociy Hould have 
toe definite duty ,of C3lOl1'ina Oll sa_gs pc6pa~nda. .something ,of the 
same kind Watl started in Great Britain in oonnec:tion with the .issues of 
wM-loans : it persists now as a National Savo.ings CommiliteeguidiDg 
a large Il11!IDhet' oi National'savings ASIIociations. whicla are Jocd:asaocia­
lions formed to hc1:p their membea> to invest in the BritisB eqniva:IeDtB af 
POIt-office cash-Dertificates in the _t profitable ami. convenient. ... ay&. 
But .at 6rst moot !JIf. the work 110 be done in .BDrma ,,"ould probably he 
xather different, and wcnuld oonsist ,of a slow stearlypermeatiBn of ,the 
public anind with an apprecia.tiOl!l of. thevirbue of sawngliod 1!IIdIh ·lIlmoll'l­
edge of the facHitiesavailable. There ... cmId 1Il<!0bethe:implDf.'cmentci 
thase facilities l1li meet the Deeds ·brought to light in 1he study of .lIIUling 
l'hat-WIIIlild be ... ade. Tbeqllaiilies of the various lWllyB 01. sam.g-..ld 
be taught; for example the varying uses to au ,ordinary cIcd: of. a pOllt­
office B&Yioga-hank acamnt, deposita of vat:iCllus kmdain .other banks, 
poat-oflice cash-oertificates, provident-funds, .1ife..msurance, debemrures 
of· land-mcrtgal(e banks and other forms of inve.1ment would be 
b~olliht out. To larger investors the principles of investment in 
ordinary shares and the relatioDB.of the lillctuationa of .their yield to the 
aeneraI level of prices !Would De &ho.... The media of publication 
would be illdioiollslychosen according to ihe cIaas intended to be 
~aebed. For the educated Classes smalt books might be prepared; but 
generally a,e more ""bUe pl'OJllliaDda of sqggestive articles ill Jlews­
papers and journals, mtclI designed to coru:eal thcir . origia sad prDpa­
gative ebaradel', would be preferred. In Rangoon and perhaps some 
other larlte to\VllS the organisation of national savings 'associations might 
hI! tried. Efforts to gel employers to join ill savings demes and group.. 
lnsul:aru;e p1ans for their erl\Ployees might be made as in Great Britain. 
oProp&llllada u'oold include eJIorts to discouraae people from living 
above their means, .and perha,ps the Puujab model of co-operative 
societies wbose members support each other ill this maUer woold be 
adopted. For.all this a lion-political unpaid National Thrift Committee 
OlQsistina of persons who could keep it illtow:b with all classes of the 
eonunnoity is required.. It u'Quld be best if it could be formed IID­

officially by poblic-spirited people and had no connection uith GoverD­
menl ex~pt by makina an applicatioa £or.an annual subscriptioa to its 
apenses. Other fllllds shenld be collected by public sub&cripliaa. 
Tile committee woold nee« a paid dlairman or secretary who would .lIe 
.ita eaecub'_ IRsaber • 

• Mr. Da, __ doubh:d if the proposed committee woul<I be dfecthe bat bad not 
lime \0 think out .., ai_ii"" proposal. 1'\ ... 01 ..... amobers present (1_ lIurmaa 
members ancIthe Chairmaol ~ uaanimous in \be __ 
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CHAPTER XVII.-LEGISLATION AND ADMINISTRATION. 

648. Definition of .. Bank" and" Banker. "- The question 
of restricting the use of ' the terms" bank" and" banker'" has been 
raised in England from time to time; but no law for the purpose has 
been passed. There are special difficulties as to legislation in England 
where banking (apart from the right of note-issue) has developed almost 
entirely without regulation by special laws. But in Burma, where 
banking has hardly begun, these difficulties are absent. More6ver, the 
need for protecting the people by law a~ainst dubious .:oncerns which 
ostentatiously adopt the, name of baIJk is greater than in England, 
because the people of Burma are less informed and more credulous in 
such matters and therefore more likely to be duped. 

649 . .It is, however, not only the public but also the ba.nkers them­
selves who need protection by definition of the term "banker." 
Sir John Paget has illustrated this is follows • :-

" As things stand, the bank clerk to whom a crossed cheque is 
presented over the counter by a professing banker has a complicated 
question of law and one of fact, on which he bas no evidence, to decide. 
He must at once either payor dishonour. If he does the first, he 
may lose all protection and perhaps have to pay twice; if the 
second, he may be liable to his customer for damages for injury to 
credit. In electing which to do, he or the bank manager must 
(immediately) make up his mind (as to) (1) What is a banker 7 and 
(2) Is the presenting party a banker 7 Similarly when a crossed' 
cheque is paid in by a customer the collecting banker is not 
protected unless the drawee is really a banker. " 
650. In Burma the risks are very real ; for, notwithstanding judicial 

decisions to the effect that Chettiars "carry on banking business" and 
the fact that many Chettiars describe themselves on 3ignboards and in 
letter-headings as .. bankers, " it is extremely doubtful whether in any 
case, a banket paying a crossed cheque over the counter to a Chettiar could 
successfully maintain in a court of law that he hali paid It to a .. banker .. 
and was therefore entitled to the protection given by the Negotiable 
Instruments Act for payments made to bankers. Most Chettiars receive 
no deposits and are moneylenders pure and simple. Few issue 
cheque-books, and these may delay payment of a cheque till the day 
after presentation. None observes any set business hours or the bank­
holidays notified by Government. 

651. At present not ouly the Negotiable Instruments Act but also 
the Indian Companies Act [sections 4, 136 and 259] the Bankers' 
'Books Evidence Act [section 2 (2)] and the Indian Stamp Act 

• Pagel'. lA .. 0' Banking, 4th Edition, paC. 2. Words in brack ... added by US 
to make the sense clearer. . 
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[section 2 (i) and articles 1 and 53 (h) of Schddule I] all' use the term 
bank or a derivative: e.ll.. business of bankinll., without' definin!! the term. 
Questions on the definition of the term banker for theSe various acts were' 
included in the last chapter of our questionnaire, and a note' upon the' 
subject was appended to that chapter.* Eight district committees sent 
replies: but the bankers themselves sent none.. We understand that 
the views of the bankers are being communicated, to- the central 
Committee by their offices in Calcutta and Bombay. We also received 
no reply on this lubj~ct from the chambers of commerce, 

652. The Royal Commission on Indian Currency and Finance (192b) 
sURl(ested in Article H 2, of its report that'in India and Burma the term 
b,,"k should be taken to mean :-

(,,) every person (including a firm or company) using U bank" or 
.. banker" or U bankers" in its description or title, and 

(b) every company acceptinll deposits of money subject to with~ 
drawal by cheque draft or order. 

We do not consider this a satisfactory definition for all the four acts 
mentioned above. We are of opinion that a distinction' should be 
drawn between acts designed to confer priviielles and acts designed to 
protect the public interest, and that the definition in the latter class 
mu.t necessarily be "ider than in the former. AccordiDilly we shall 
consider tile definition of banker' separately for each of the four acts 
mentioned in the preceding paragraph. 

653 ... Banker" and the Bankers' Books Evidence 
Act. XVIII 01 1891.-Section 2 (2) oi this act is as follows :-

U Bank U and 't Banker" mean-
(,,) any company carrying on the bu~ness of bankers : 
(b) any partnership or individual to whose hooks the provisions 

of this act shall have been extended. 
Section 3 of the act recites :-

''"The Local Government may, from time to time, by notification 
in the official Gazette, extend the provisions of this Act to the books 
of any rmrtnership or individual earryifl1l. 011 tile bIIsiness of bankers 
within the territories uuder its administration, and keeping a set of 
not less than three ordinary account hooks, namel~', B cash-hook, B 
da~'-book, or journal, and a ledger, and may in like manner rescind 
any such notihcanon. II 
654. The need for the privileges of this act is particularly felt by 

bankers who are liable to be called upon to mal,e payments on demand, 
as this liability makes it necessary in the interests both of hanker .and 
customer that the hooJ.."S should always be available £or reference at the 
banker's place of business. The privilege is !(ranted by the act itself 
to incorporated bankers without distinction, and may be granted by 
notification to others who .. carry on the business of hankers .. and keep 

• The not. is ~ \\ith th. q""';onnai .. in P:art C 01 Volume II 01 this 
report. 
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tho prescribed books.. The N altukkot!a' Chettiar Asaociation bas asked 
that €hdliIllTO should be iMludec\ in !he. term &anRer for the purpose& 01 

. tlris act. Aparl, however, from the formidable difficultie& 01>£ cleJining 
Clratia". we annot aPJnove an a.tensio~ 4>f the· act to> persOflS wloo 
wm-k ""'r net kind 4>£. cODhroi and donot publish account... Moreover, 
we' do ""'. see how. if. this ex!e1>swll were made, any moneylender 
lIoeeping tbe: prescribed boon ",ould reasonably be excluded. We ~e: 
Ili GlpimGlIil. !bat tbe privilege- shotlld be restricted. "enerally to. concerns 
publishing their account. and employi~ qualified auditor •. 

655. We think that is a regisleu of bankers is established .nOOr the 
Negotiable instruments Ace las i .. Foposed in paragraph 661) 'he 
privileges granted by the Bankers' Books Evidence Act should be 
confined to registered Iilankers. I.. the- meantime we rKommend 
amenchnent of the Banker's Books. Evidence Act as follows :-

(0 The substiMion for gectfon 2 (2) of the following definition:­
.. Bank" and" banRer" mea" a frJ<blic campa", which in the 

. ordi,14rj1 <Ollrse oFlnlsillCls receives from the public de/units 11/ 
,noney .,. CWrt"t aec ... ,.t sub jed to payme"t by cheqru or u. 
withdrawal on demand and not intended to be used prillcipally 

.. to pay for floods /0 b. SUPPlied or for services to be rendered 
, by the compa1lY to the depositors. 

(2) The substitution [or section 3 of a provision that the Loca I 
Government may. an appliCation by any person (individlllli 
partnership or private company) keeping a set 4>f lIot 
less than three ordinary account books. namely, a cash 
book, a day-book or jourlla! and a ledger, declare by 
IIOtilicatiolJ thai such person sball be: a banker for the 
purposes of the act. 

(3) The insertion of a seCtion-
(a) reqniriRg every person specially notified as a hanker for 

. the purposes oi the act to comply with all the provisions 
relating to publication of statements, accounts, retum~ 
and audit which the Indian Companies Act makes for 
public companies; aDd. 

(b) diruti"ll the Registrar of Joint Stock Companies Ul to 
remove forthwith irom the list every notified banker who 
fails to comply with these provisio ..... (ii) to advertise 
the removal in the local government's gazette and 
(iii) to publish periodically in the same g;lzette a list of 
notified banks. 

'We have added the last provision in the definition of bank to exclude 
tradesmen and others who receive deposits from their customers against 
whiCh the cost of good. and services is to he charged. 

656 ... Banker· and the Indian Stamp Act, II of 1899.­
The section in this Act which defines banker is 2 (1) which is as 
fofiows :-" Banker" includes a batik aM any person acli1lt as a ba"lr. 
The term banker is used in this act only in Article S3 (hI of Schedule r. 
which gives the banker a privilege. ";z. exemption from stamp-duty i .. 



certain cases, e-l- wlrea It receipt give .. by him fOJ! BI0IIeY ia noL 
_pressed to btl received form, or by the haR$ of any- other than the 
person to whom the money is to be acconnted for. The- exemption as 
it stands extends to money received orr current, soivings.bartk; fixed 
deposit or any other accounts r and we do not propose that this 
exemption should be modified. 

657. H the definitiOR proposed for the Bankas' Boob Eridence­
Act were adopted for the- Stamp Act, it would deny the prml'ege of 
Article 53 (II) to many pet"S()In who now legitimately enjoy it. On the 
other lland, as tbe hrw now stands, any moneylender, eYeD of a dis· 
reputable frin", simply by calling himself a btmTrer or claiming Irt act '" 
a ba"Aer (whatever that may mean in this act) would be entitled at the 
exemption. It is nOt desirable tfIat tbe door should be open SO widely 
as to admit moneylenders wfIo can themselves bankers and- m.ose 
hed deposit business is negligible. On the other hand, it is' not 
possible at exclude people who accept curr.ent accounts, though tfteir 
business in them may be small. 

658. W. accordingfy recommend that the following definition of a 
b"d"" shall be mbStituted for that now given in section 2 (I) of tIt8 
Indian Stamp Act :--

" Banker" means a person who in the ordinary course of 
business. receives from the public deposits of monel' on current 
aa:ollll1 subject to payment by cheque or to withdrawal on derna.Dd 
and not intended to be used principa.lly to pay £mr goods to be 
supplied or services to be rendered by the said persOn to the 
depositors. 

659 .• Banker· anc! Negotiable Instruments Act, XXVI 
of 1881.-As the provisions of the Negotiable Instruments Act which 
affect bankers particularly are those relating to biDs of exchange and 
cheques. we have naturally looked for guidance to the United Kingdom 
and tbe United States of America which are the countries in which the 
use oC cheques has been most developed. In those countries the 
meaning of ba"A". has developed as the use of cheques &as increased. 

660. We accept as the best plan Cor the definition of ba"Aer in 
Burma and India for the purposes of the Negotiabl'e Instruments Act 
the plan of registration. which has been suggested by Sir John Paget, 
the enlinent English authority on banking, and was adopted by the late 
Dr. Walter Leal. Chairman of the Westminster Bank. Ltd. Sir John 
Paget's views are epitomised in the follo\ving quotation &om his Law of 
Ba .... ;"/! .:-

.. The only true road to safety both for the pnblic and the 
banker lies in tile scheme, propounded by those best qualified tG 
iudRe. of aa antlMwitalive and coadasive Register of t.nftrs . . • 
This, COII>pieted after investigatioa by. It:I5'IIy qoalilied tribunal 
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and amended by the same as occasion may require. . . would 
supply a means of ready reference and prompt decision open to 
the bank-clerk and public alike." 

Dr_ Lea!. as President of the Institute of Bankers in London. discussed 
the matter at a meeting of the Institute in 1920 and said that what was 
actually needed was a {'egister which could be established without any 
hard and fast definition of the term bank. He proposed that a tribunal 
should be set up with power to admit applicants or reject them on a 
wide view of the circumstances of their business. This tribunal was to 
be representative of government departments and of industry and 
commerce as well as of existing banks. If such a register were set uP. 
no one would be allowed to use the term of bank. or any derivative 
from it, to describe his business. unless his name was included in tlte 
register. These views received support in banking circles in London : 
but the bill which was drafted for the purpose of carrying them out was 
still-born_ The register offers" finality where finality is needed and 
elasticity where experience calls for change. It would not be derogatory 
to bankers: for registration is both recognised and adopted in all 
professions."· There would he no pretence or appearance of guaran­
teeing the probity and capacity of the registered bankers. 

661. We are in entire agreement with these views; and we 
recommend that the plan of registration should be adopted in Burma. 
and that for the purposes of the Negotiable Instruments Act banUr 
should be defined as a registered banker. The law providing for 

-registration should r~quire every registered banker to publish accounts. 
to give information on prescribed heads and to employ auditors of 
prescribed qualifications. We are of opinion that the tribunal should 
have powers of investigation so as to enable it to protect the public 

, from ill-considered and dishonest propositions. We think further that 
it shoult!. refuse registration to any concern which proposes to condu,ct 
banking business as subsidiary or ancillary to any other busines... Such 
concerns seek deposits to finance their main business ; as they iherefore 
have as a rule only one borrower there is no averaging of risks. 

662. Institutions specialising in certain forms of banking business 
e .• ~.. savings-banks, land-banks. grain-hanks; mortgage-banks. c0-

operative banks. loan-banks, etc., should necessarily find a place in the 
register. because the use of the term bank by such institutions and 
by the public has gained a currency which makes it expedient 
to recognize their title to the term. If this view is accepted the 
register must distinguish between such institutio;'s and banks of the 
commercial type. It would be necessary to di\;de the register into two 
parts ; the first to comprise the commercial type and the second the 
others. A question of nomenctature arises. If all banks are to be regarded 
as members of one order the one class might be classified in the register 

• Letter by Sir John Paget to the London Institute of lIanken 119201. 
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as cheque-banks to distinguish them from the others, If the term bank is to 
be restricted in the rej!ister, the first part may be headed Banks and the 
second Quasi-Banks. We should prefer the use'ofthe term cheque-banks. 

663. We think that when a rej!ister of bankers is introduced the 
tribunal which controls the rej!ister should be empowered to disregister 
any banker, who has wilfully failed to publish the prescribed' accounts 
or to perform any other duties impOsed on bankers. To avoidintro­
ducing complications through a system of registration devised to simplify 
the bankers' business, it should be prescribed that a disregistration 
should not take effect until the next oftwo prescribed dates in each year. 
The dates prescribed should be fixed with reference to section 
136 of tbe Indian Companies Act with an interval of six months 
between them. There would be no barm in allowing an offender to go 
on with his basiness until the ned regular date. A list of disregistra­
tions should be published at each date in the Hur.lfa wzelle and all 
bankers should be expected to look out for that. Presumably some 
sort of bankers' association would be formed which amongst other 
activities would keep its members informed of all new registrations and 
disregistrations and send them corrected lists of rej!istered bankers at 

,intervals. Bankers would thus have no difficulty in knowinj! exactly at 
any lliven time which businesses were included in the rej!ister. 
Government millht send out revised lists annually to all bankers as a 
matter of conrtesy without any liability in case any failure to. deliver 
the list to any banker or any error or omission c.'Lused loss or ' 
inconvenience to anybody. 

664. There will necessarily be some delay in working out the 
details of the rej!istration system. In tbe meantime it is desirable that 
bankers should obtain immediate relief from risks to which they are at 
present daily exposed. We accordingly sullllest that as a temporary 
measure the term .. banker" should be defined in the Nellotiable 
Instruments Act 80 that it millht include only l-

(a) every public company negistered under the Indian Companies 
Act, 1913, which in the ordinary conrse of its business 
receives from the public deposits of money on current 
aL'COunt subject to payment by cheque or to withdrawal on 
demand and not intended to be used. principally to pay for 
goods to be supplied or services to be rendered by the 
company to the depositors; and 

(b) every corporation formed in plrsuance of an act of Parliament 
or of the Legislative Assembly or of any provincial 
legislative council or under a royal charter or letters patent 
which satisfies the conditions prescribed in clause ( .. ) 
for a public company registered under the Indian Companies 
Act; and ' " 

(e) every person who has ~n notified bv Government lmder 
section A (see immediately .,..10\1') -as a bmker for the 
pnrposes of the Act. 
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Section A to which reference is made in clause (e) ot this delinition 
sbouId authorise the ';cal government 10 notify as a banker for the 
purposes of thellct any person, ·not covered by clauses (a) and (b), wbo 
satisfies the conditions prescribed for a public company in clause (a). 

665. We have intentionally refrained from including corporations 
registered under a foreign law in clauses (a} amd (bl of the definition of 
a banker in the last paragraplt. This is not because we have thought 
of imposing any special: disabilities upon them * ; but because we thiDl: 
tbat, in view of the: differences in the laws wder which alien corpora­
tions are registered in their tilWD countries it is. betler Ihat they shoWcI 
be dealt with by notification under clallse (el of the definition of 
banker. Government should notify as a banker aU respectable alien 
corporations which comply with provisions resembling fairly c108dy 
those of .the Indian Companies Act with respect to the audit of 
accounts and the publicalion of statements and acconnts. 

666. We are of opinion that no persons who have hitherto heea 
recognised as bankers for the purposes of the Negotiable Instrument& 
Act should be deprived of its privileges, 3ID.d we recommend that all 
persons (including private companies and partnerships) who, prior to a 
prescribed date, have been recognised as bankers for the purpcses of. 
this Act by any local association of incorporated bankers should be 
notified by Goverwnent as bankers for the purposes of this Act, and 
tlnat complete lists of these and of all tankers who satisfy the de6nitioo 
should i:Je made by Government and published as and when the 
definition becomes operative. Copies of the list should also be distri­
buted to all bankers on the list. It does not seem desirable that a 
provision analogous to that suggested in item (31 of paragraph 655 for 
the Bankers' Book Evidence Act should be made ; for, if made, apart 
from the necessity that bankers wiD be under of scrutinizing these lists 
closely from time to time, difficult questions are Iikel,y to arise as to 
when a person ceased to be a banker under the act. and the object of 
deticition, which is to achieve simplicity and certainty, would be 
defeated. Rules must be made to' control the admission of new 
applicants and to fonnulate the conditions nnder which notmcation 
should be made' which would bring them on to the list. As the 
ultimate (bject is to establish a register of bankers the conditions 
implied are those mentioned in paragraph 660. The measure proposed 
would provide a convenient aid for starting the register, and bankers 
would he afforded a reliet which it would be ';njust to withhold any 
Jonger. 

667. "Banker" and the Indian Companies Act. VII of 
1913.- The acts hitherto discussed confer privileges upon bankers; 
but the Indian Companies Act imposes obligations and restrictions 

• See also pangrapb 778. 
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upon them. Section 4 of the ~, requires registration under the act 
• wbenevcn" lIIIXe than ten persons. join together to cany' on the b,,';n= 

t1f banki"g, althou/th as many as twenty may eolhoorate to carryon 
other business without such registration. Section 136 (1) requires. 
every limited banking eo",~,rny to publlsl'l and display at certain periods 
stateJ;l1ents of account in a prescribed form. Section 259 also refers to­
bankin~ companies to impose an obligation upon certain of them. 

608. We are of opinion that the terms banking eo",~any and 6"si" ... · 
t1f banking should be defined for the purpo~es of this act, and that the 
delinitions should be in terms so wide ~s to make it difficurt for any 
undertaking to be, or to pretend to be, a bank without being under the 
necessity of complying with the obligations and restrictions imposed 
upon companies by the act. In particular, tbe definitions should be 
independent of the register of bankers proposed above. 

669. We suggest the following definitions for tbis act :-
(1) .. Business of bankin~" means tbe carryin~ on either as 

principal business or as subsidiary to anotber business:-
(al any business under a name including the word lIanl or 

any of it. derivatives; or 
(b) anv bllSine99 holding itself out in atl¥ terms 0&' i .. any 

manner to be a .. bank " o~ to do ., banking bnsiness " : 01' 

(e) any buslAess recognised as that of a banker for the P14'.­
poses of the Bankers' Books Evidence Act. 1891, the 
Indian Stamp Act. 1899. or the Negotiable Instruments 
Act, 1881: or 

(d» any business which in its ocdinary conrse comprises :-
(i) the receiving from the public of deposits which are 

repayable with or without a pres.:ribed period DC 
notice or on demand and are not intent\oo to- be 
used principally to pay for goods to be supplied or 
for services to be rendered by the receiver tQ the 
deposilors; or 

(ii) the receiving of deposits from the public on any terms 
and the lending of money to persons not confined to 
a dosed list. 

(2) BaNltj"g CO"'lOny means a COII>P2fIy which carries OD the 
business of banking 11& above defined. 

670. Cuatomer.-The correlative term ",sto", ... stands as much m 
need of definition as HtfA.... 1be Deed (or the definition arise& 
mainly in connection with (j) a banJrer's lien and (ii) the protection given 
to bannnl in collecting crossed cheques under sel:tion 131 DC the 
Negotiable Instruments Act. There are two conflicting ~ews which 
have been stated thas : -

II) To constitute a ............ there must be some recognizable 
course or habit of dealing in the nature of regular banking 
business; an isolated transactiOll or a series of transac­
tions no~ associated \\;th banking is not sufficienL 
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(2) Duration is not of the essence of the relationship and pay­
ment of a single cheque for collection, although no money 
was actually drawn, may constitute a test of what is a 
customer. 

The Great Western Railway Co., vs. London & County Bank * (1901) 
;and Matthews vs. Williams, Brown & Co. t (1894) favour the fir.t which is 
the older view; in the first of these rulings it was held that" there ibust 
be some sort of account, either deposit or current, or some similar 
relation." LadbToke vs. Todd ~ (1914) and the privy council ruling in 
Commissioners .of Taxation vs. English, Scottis" and Australian Bank § 
(t 920) favour the second which is the later view. 

671. It is in the interests of bankers to accept the later and wider 
view. But it is not in the interest of the public to do so; for, if 
this view is accepted, any thief of a crossed cheque may forge 
references, persuade a banker to 'open an account and to accept for 
~redit to it the stolen cheque, draw out the money and disappear. Thas 
the protection which .. crossing" gives to the drawer or endorser of a 
·cheque might easily prove valueless. On the other hand, there would 
~ppear to be no good reason why a banker should not obtain protection 
from a first transaction as well as a series, provided he has not been 
negligent in any way. Moreover, as it is impossible to say when a course 
.ar habit of dealing is sufficiently established, the original view which has 
steadily lost ground must be rejected as impracticable. We shall deal 
'presently with the question of negligence on the part of the banker-in 
opening an acconnt. Assuming that there has been no such negligence, 
we consider that a l'erson seeking to open an account becomes' a • 
'customer, not when money is paid in or a cheque is accepted for 
-collection nor when the first cheque drawn is paid, but when the banker 
expressly or by implication agrees to honour his cheques. This agree­
ment is generally signified by the delivery of a cheque-book to the 
customer. 

672. Reported cases and the experience of banker. show that the 
-difficulties which arise under section 431 of the Negotiable Instruments 
Act arise when collections are made for a current account; no thief 
would want to open a savings ·bank . account or a, fixed-deposit lICCO!'nt 
with a stolen cheque, as money credited to such accounts would not be 
withdrawable on demand. Thu.~ it is especially for current accounts 
that legislation is needed.. It is, of course, conceivable that a savinWl"" 
bank account might be used for the purposes of a current account; but 
such cases would be rare and would occur only where the banker 
permitted frequent withdrawals. The answer to the general question 

• Great Western Railway Co_ rl. London & County Bank 11901 A.C. 414). 

i MAthews .... WnJiams. Brown & Co. (1894) 10 Times L.R. 386. 
Ladbro!<e vs. Todd 119141 3OTim .. L.R. 433. 
Commissicners of Tasation 11'. English. Scodi.m and Auru-alian Bank tl920 

A.C.683., 
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.. What is a customer 1" mUit necessarily be wider than the definitiolll 
that is necesSllTY for our special purpose.' The question is of tact rather 
than of law ~nd must be determined upon the merits of each case. .t­
court would, however, presDmably accept the fact that a perSOD has some 
kind of account as prima fade evidence that he IS a customer, even if it 
did'l\Ot want to go so far as to say that the opening of some account was. 
an in~ispensable condition. 

673. Accordingly we recommend that . the term cuslomer should be 
defined in the Negotiable Instruments Act; and we suggest the following 
definition (advisedly not exhaustive) as satisfying the interests of .the 
public and bankers alike: 

Customer indudes any person with whom the banker has made 
a contract (express or implied) to honour his cheques or to credit 
to his account the value of cheques payable to him and delivered to 
the banker for collection. 

674. Enquiries before opening a Current Account.­
There are also unfortunately two conHicting views as to the duty of a 
banker in making enquiries about a customer before opening his account. 
As Paget says, "We have one line of authorities to the effect that 
minute ellquiries are absolutely essential, another that (hey are practically 
optional." For the former view C1) Turner vs. London &0 Provincial 
BtII.k. (2) Guardians of St. John Hampslet.d vs. Barday's Bank and 
(3) Lmlbroke vs. Todd are the main -authorities. ·In the tirst case a 
refet'ence was not followed up; in the second the enquiries were held 

• to be perfunctory; in the third n') enquiries had been made. For the 
view that enquiries are optional the authority is Commissioners of Taxa­
tion vs. English, Sco/tisll and A.JlStralian Bank (1920) • where a thief hact 
opened an account with a stolen crossed bearer cheque and had obtained 
the proceeds. The priVY council ruling in this case to the effect that 
the banker was not guilty of negligence has however been subjected by 
Sir John Paget to strong criticism in the following'lermst :-

.. But it is impossible to circumscribe the negligence to the mere· 
receipt of the money. In the interest of the banker the section has 
been definitely held to cover all preliminary stages of the collection~ 
which it \\-as sought to charge as independent Ilrongful dealings 
with the cheque. This necessary liberality of interpretation must be 
reciproc:,1 : the banker to obtain protection must show that he has. 
not been negligent in any molter leading up to the actual payment. 
Many CAses • • • • • • have gone against the banker . • _ 
. . . on the IlTOUnd that he omitted to make enquiries when the 
account was opened or to follow them up when made. The Privy 
Council appears to treat this as a matter of minor importance." 

Further all text-book writerS are ~ .. reed that a banker should not open 
an 8\.'COUnt (more particularly a cnrrent acconnU with a person.nnJmowD 

• 1910 A.C. 683. 
t Lq.o/ D«i_ .6W<liq B4aAors, Vol. VII. _ 2ZZ. 
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10 him without first obtaining references frem responsible parties as t • ·the >pr<>p<lSed customer's l1eSpectability and respoosibilit1; and in th: 
'View the ~..booksare "upported by Ladbrolle vs Todd where the facl 
'were silrular to those in the privy council case sa\fe that ihe stole 
..cheque '\WS ·an order cl&eque. The !privy cOlmcil ~uling is not I!>indin 
on English Courts which however are bound by Ladbrol<e '\Is. Tod(, 
Indian courts on ~he other hand are bound'by the privy cooncil ,ulin: 

.and not by LlJdbrok. vs. Todd. We think -the duty of enquiry is on 
'which the banker owes to 'himself, to his proposed customer and to th 
smillic; that clear recognition ofthi. duty would be salutary; and tho 
the failure to perform this duty should be regarded as negligenc 
-<i;oeatitlingtile banker to the protection of section 131 of the Negotiabl, 
... strum""t. Act. 

'675. In. view of the doubt which the Privy -Connell dictum throw 
-on the subjed and the dangers to which the public wffi be exposed i 
bankers are not nnder any obligation to make the indicated enquiries 
we recommend that to section 131 of the Negotiable Instruments Ac 
.the following explanation based on decided cases should be added:-' 

Explanation ;-The failnre of a banker to make enquiries or tc 
follow up references with respect to a cuslomer's respectability an' 
responsibility before opening an account for that customer i, 
negligenoe within .the meaning of the section notwithstanding thai 
such failnre relates to omissions antecedent to the receipt of payment 

676, Enquiries before opening a Savings-bank 
Account.-Savings-bank accounts are intended to encour3ji(e thrift 

· among people of slender resources; cheque-books are not issued fOl 
them .. and withdrawals are usually subject to restrictions. Thus there 
IICCms to be '10 need for strict enquiries into the respectability of persons 
seekiug to open such accounts, and in fact .it does not appear to be the 

.. genera! practice oI bankers to make such enquiries. But if a banker 
who has collected a cheque for a saving~nk account is sued far 

· conversion, the defence that he collected .. for a customer" will be of 
little nse if he has to admit 'e made no enquiries before opening that 

-customer'. aaount. The proposal we hare made in the preceding 
parafZI'3Ph imposes in the interests of the public the duty of enquiry 

· when collections are made for any account. Bankers would therefore 
be well advised to make careful preliminary eoqniries. even for 
customers who have {lnly savings-banks accounts, if cheque. are to be 

.conected for them, 

677, Crediting as Cash.-The question as to ",hat is the 
position of the banker when be credits as cash a cheque received from 
his eustOll1I<f for collection has been reopened ~ the decision in UruIer-

• Cheque-books are issued in some cases : see pangrapll617. But that is not 
.. Ibe general rule. 
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uood vs. Barclay's Blink (lJ/24), which appears to be 'at <vaII'ianoe with a 
decision Gf tbe House of Lords ill Sutlers ,'s. Briggs (1922). We rai~ 
the following question in our questionnaire ,-

" Before the Underwood decision, in cases where the banker 
made no arrangements with his customer as to whether he would 
honour the customer's cheque. allainst uncleared effects. the credit 
as cash of open cheques received by the banker, for collection made 
~he banker a holder for value. He was therefore (assuming there 
was no question of a forged indorsement) protected against the true 
owner. In 1924 the U ndenvood case put upon the banker the 
burden of proving (0) that cash was credited and (ji) that the 
customer might draw at once; thus in most cases the banker would 
not be deemed to be a holder for value and would consequently be 
unprotected al(ainst the true owner if it should be found that his 
c""tomer bftd not a good tilie. {See Legal Decisio'l$ affecting Bankers, 
Volume III, page 327, d seq.) Should megisiation be undertakeR on 
account of tbis decisioll so as to relieve the banker of tbe burdca it 
imposes upon him? Would it be suitable for this pW'pose to declare 
that, by crediting as cash a bill or an uncrossed cheque which was 
not overdue and lIpon which there were no forged indorsements, a 
banker sball become a holder for value? .. 
678. The explanation appended to section 131 of the Negotiable 

Instruments Ad oorresponds to an English act of 1906, with regard to 
which Sir John Paget states in l..lta' Decisions affecting Bankers (Volume 
Ill, pages 329 and 330) ,-

.. Wben . the 1906 Act came into force the banker's position 
seemed consolidated and commanding, if anomalous_ The view taken 

,c of it • . . was that when a banker credited a ccossed cbeque 
as cash he obtained the right of a holder for value while retaining 
the protection of section 82 (section 131, Negotiable Instruments 
Act). tf he so credited open order cheques, unless there was forged 
indorsement, or if he so credited open bearer d1eques, he was bolda' 
for value tantamount in the case of • banker 110 hold"" in due coone. 
. • • . • • The banker's position as above defined is DOW 

cballenged and threatened . The matter calls for serious 
consideration. W 

The decision in the Underwood case is regarded by Sir 10hn Paget 
as disquieting to bankers. We have not had the time to give it the 
consideration it deserves. So far as we have been able to go into the 
matter it seems possible tbat. if Sir ]obu Paget's views \\'a'e translated 
into law, the banker's position might be too commanding; but Sir John 
Paget is a great authon'ty and \ve are not at present prep.'U'ed to differ 
from bim. We are of opinion tbat the question requires early conside­
ration. 

679. Fraudulent Raisina of Cheques. Much importa.ooe 
bas been attached by bankers to the ruling of the House of Lords in 
J.. • .w. ]aird SUd &" .... W •• vs. Maatlilta. IUUl ANlw.· 1:bis Ovef:­

ruled a long series of emmeoos ~eDts w\rich had t.een founded 00 

a misapprehension of what should ha'lle heal the governing principle and 
• 1918, A.c, m; 34 T.L.R. ~ 
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authority. For reasons which are given by .sir John Paget * we are 01 
opinion that the principles enunciated in this authoritative case appll 
not merely to cheques but also to bills. We recommend that the 

_ Macmillan decision should be embodied in an explanation to be addec 
to section 10 of the Negotiable Instruments Act which defines" paymenl 
in due course "; and we submit the following draft for the explanation :-

When the manner in which a cheque or bill is drawn and filled in 
is SllCh as to facilitate fraudulent alteration of the amount of the cheque 
or bill and such alteration is not apparent and cannot be detected by 
the exercise of reasonable care and diligence, the banker paying 
su~h cheque or bill shall be deemed to have made payment in due 
course. 

680. The Rejected Bin for the Amendment of the 
Negotiable Instruments Act.-We were specially asked by the 
Central Committee t to enquire into the following questions:-

-(1) Whether with a view to securing that negotiable instruments 
fulfil their proper part in Indian commerce, it is necessary 
to create by law a type of instrument which beinll originally 
draw'n payable to bearer will always remain payable to 
bearer. 

(2) Whether legislation designed to secure this end should cover 
both cheques and other forms of negotiable instruments 
like hundis ; and 

(3) Whether in case such legislation is recommended as desirable 
there is any need for protection in the -case of hundis 
analogous to that provided by 'crossing' in the case of 
bearer cheques. • 

681. We have not succeeded in obtaining much useful evidence on 
these matters. The views of the Burma Chamber of Commerce are 
those of the Associated C\Iambers and have already been published. 
We have so~ght to obtain the views of the Burma-) ndian, the Burmese 
and Chinese Chambers of Commerce. The Burma-Indian Chamber is 
not in favour of the creation of a type of instrument which being 
originally drawn payable to bearer should be declared by law to be 
always payable to bearer irrespective of restrictive endorsements. We 
are nevertheless satisfied that there is a strong demand for, and in the 
interests of banking and commerce there is need for, a type of instrument 
which, being originally expressed on its face to be payable to bearer. 
shall not·have its tenor changed by anything written on its back. 

682. A draft bi!! proposed to the Legislative Assembly that endorse­
ments should be allowed only on the face of the instrument; but as this 
proposal was severely criticised the bill was withdrawn, and a second 
bill (rejected in September 1929) was introduced. The Statement of 
Objects and Reasons appended to the second draft bill said that accord­
ing to a I'Uling by the Bombay Hillh Court an effect of section SO of the 

• La .. Of Banking, 4th edition. pages 177 and 331. 
t See paragraph 9. 
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Negotiable Instruments Act with the Explanation which is appended to 
it is that a bearer bill can be legally changed to an order bill by 
endorsement; and that accordingly this second bill had been drafted to 
provide that negotiable instruments. including cheques and bills of 
exchange, which are eKPresed on the face of them as drawn to bearer, 
shall not in any circumstances lose through indol:Scment their character 
of bearer instruments. Following this object section 2 of the draft bill 
was drafted as follows :-

In sub-section (1) of section 13 of the Nep;otiable Instruments 
. Act, 1881 (hereinafter refereed to as the said Act):~ 

(tI) For Explanation (i) the following shall be silbstitllted, 
namely,-

Ex~""tio" U).-A promissory note bilt of exchange or 
cheque il payabl. to order which is Hp ...... d by the maker 
ur drawer thereof 10 be so payable or to be payable to a 
pa.rticular person and which does not contain· words pro· 
hibiting transfer or iudicating an intention that it shall not 
be transferable and on which the only or last indorsement, 
If any. is an indonement in full: and 

(hi in Eq/~"lotiOfl (ii). after the word .. expressed" the 
words "by the maker or drawet' thereoi" shall be 
inserted. 

These provisions however went beyond the declared intentions of 
the draft bill, which were limited to the restoration of. a well-established 
practice and to bringing the Indian law into line with the English law. 

683. Unfortunatel)' there was a misapprehension as to the English 
law il\ the minds of some who asked for the Indian law to be changed ; 
e.,., the Burma Chamber of Conunerce described the English law as 
providing Ulnt once a cheque becomeS a bearer cheque it 'I1ust always 
rell,,~in a bearer cheque. This bowever is not an accurate description 
of Ule E.nglish law. In England it is unnecessaa to examine endone­
menlS on a bearer cheque, because the English law is clear to the .eHect 
that the tenor of a bearer cheque cannot be changed by ettdursemellls· 
The Indian law (section SO. Nep;otiable Instruments Act) 00 the other 
hand. as the B'lmbay rulillil emphIL'ized, made such change possible by 
endorsement. But according to both the English law and (since 1929) 
the Indian law (Negotiable Instruments Amendment Act No. VIII of 
1919) the striking DDt of the word .. bearer" 00 the fa ... of a cheque, 
with or withoDt the addition of the word .. order." even though this 
alteration is not initialled by the drawer, does not re8trict the negotia­
bility of the cheque. The cheque so altered is DOW treated as a cheqne 
negotiahle to the order of the payee. Artd it is "'" OIIly 1M dT_ "0 
"'r~' lIIau '/tis ,uleralJoB ; the payee or even any holdel' may make it, 
and be m.~r even do so without Ule drawer's verilicatioo.· The law 
seems to be quite clear and unambiguous as to the right 01 the hoIdel' to 

• See l!oheIdoo" " .... <lico ... rI '--" _roc. lad edl_. page 9; Hart's 
IA .. '" lluolr ... JnI cdiIiu&>. _ UO; ChoI ....... Dr,.., of ~ IA •• / Bill • ., 
£-Pd..,.. I!Ib edition. ~ 249. Sec abo 0-_. _ &ntAi.., __ publis_ 
hy the Cooncil 01 tile IDSblllle uI _ra. _ m. Q. _ 

20 
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alter the tenor of a cheque in this way. The view apparently 
taken is that such an alteration is not material and cannot prejudice 
thl: drawer.· 

684. There appears to he no reason why the payee of a bearer cheque 
should not make this alteration. If he does so the cheque hecomes an 
order cheque and he cannot negotiate it without endorsement. He can 
cash it without endorsement if he can prove his identity; but bankers 
would ordinarily require the cheque to be endorsed before payment is 
made. If the payee does not make the alteration, and a subsequent 
holder to whom it has been negotiated as a bearer cheque without any 
endorsement wishes to make it, a difficulty arise... In this case, a 

" banker would not pay unless, before the cheque was presented for pay-
ment, what purported to be the payee's endorsement appeared on the 
cheque, There seems to be no -reason why the holder should not strike 
out the words" or bearer" to protect himself against theft between the 
time he receives the cheque and the time when he presents it to a bank 
for payment; for under section 85 of the Negotiable Instruments Act a 
banker is not concerned to enquire whether the signature of the payee 
is a genuine one. But a cheque so altered and endorsed can not be 
endorsed and passed on to another person; as then the writing of the 
payee's name by the holder would make the payee liabie to subsequent 
holders and might therefore he forgery. But in the former case. when 
he is only seeking payment of the cheque from the banker, the writing 
of the payee's name by the true owner does not appear to be ~orgery, 

for no fraud or dishonesty is involved. If the cheque is orillinally issued 
as a bearer cheque, but has been endorsed by the payee, no difficulty 
of course arises; any subsequent holder may then make the alteration. 
The amendment of explanations (1) and (2) of section 13 of the 
Negotiable Instruments Act in accordance with the second bill would 
have deprived the payee and the holder of these rights, and would 
have gone further than was necessary or jostifiable. , 

685. We are of opinion (.) that the law shonld not bi! altered to the 
extent proposed in clauses 2 (a) and (b) of the draft bill of September 
1929, (ii) that as the law now stands the payee and the holder of a 
cheque or huudi payable to bearer is not preclnded from protecting 
himself against loss of his property by tbeft by making it a payable-to­
order security, and (iii) that the main objections taken to the bill in the 
Legislative Assembly will be met if the proposed amendments (2) (a) 
and (b) are left out and the Statement of Object and Reasons for the 
Amendment Act is limited to the statement that the bill is intended to 
bring the law on this subject into line with the EnJ.!lisb law. 

686. Inasmuch as the payee or holder of a hundi is not preclnded 
from making the very same alterations as the payee or bolder of a 

• A test book on the Indian Negotiable Instruments Act with commentariea by 
Bhashyam and Adiga. 3rd edition. page 348 (I), Cilt:a this view with approval. 
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cheque, we see no reason wby htindis should be. adversely affected by 
the proposal to bring the law into line with English law, i .•. , endorse­
ment should not operate to change the terms of the bearer instrument 
{whether cheque or hundi} into au order instrument. But if there is 
apprehension that through the proposed change in the law. the special 
instructions which a bearer hundi may contain on its face will be 
ignored, Jegislation should provide for the exclusion of the hundi from 
the operation of this measure. There is no reason why the proposed 
change in the law in respect of other negotiable instmments should be 
rejected only because of consequences to hundis which, if necessary, 
can be specially prO\lided for. 

687. Protection of Banker paying Order Cheques.­
The Indian Negotiable Instruments Act appears to be out of harmony 
with the English Jaw in an important matter which relates to the 
prot"ction given to the paying banker under section 85 of the Act. 
This section recites: ., Where a cheque payable to order purports to 
be endorsed by or on behalf of the payee. the drawee is discharged by 
payment in due course." The section as it stands does not protect a 
banker paying an order cheque if any endorsement other than that of 
the original pay~e is forged: for, having regard to the definition of 
U payee" in section 7 and of U endorser" in section 16, U payee" does not 
include" endorser .... Moreover. section 51 indicates that it is not the 
intention of the Act that the term" endorsee .. should mclude .. payee."t 
The same re\,soning which applies to the endorsement of the payee 
applies also to other endorsements. The position of the paying banker 
in India seem therefore to be far from satisiactory. as he cannot be 
expected to know the signatures of all endorsees of cheques presented 
to him for payment. The correspouding section (60) of the Bills of 
Exchange Act gives the banker this necessary protection. The case of 
S .. I1.",a .. HKSSei .. vs. TIN New Oriental Banking Cor~ratioll. Limi/ed.§ 
decided by the Bombay High Court as lang ago as 1890 denied to the 
banker the protection which the English law gives; but no effort seems 
to have been made up to date to put this matter right.: We recom­
mend therefore that the protection given in section 85 should be 
extended so as to include endorsements subsequent to that of the 
payee. 

688. The Definition of NegHgence.-Sir John Paget has 
.hown in his La", of Balfki"g (4th edition. page 2411) the importance 
of having a defiuition of uegligence for the purposes of the Bi11s of 
Exchange Act.' The same alltuments apply to the Negotiable Instru-
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ments Act of India. We recommend that in the latter Act a definition 
of .. negligence" should be inserted in Chapter II and we propose the 
following definition for general application in addition to the explana­
tion we have proposed lin paragraph 675) to add to section 131 for a 
special matter :-

.. Ne!digence" meanS an omission to do anything which a 
reasonable business-man would do laking surrounding circumstances 
into consideration. 

689_ The Status of the Pass-Book.-Indian Law unfortu­
nately does not impose any duty upon the custGmer to examine his 
pass-book though it may be taken out by him or sent to him for no 
other purpose. In this respect Indian law follows English law. The 
snbject is ably and exhaustively examined by Sir John Paget in his Law 
of Banking in which book he devotes a whole chapter to the topic. . If 
the above view Is correct, vi •. , that there is no obligation upon the 
customer to look at his pass-book, the assumptions of acquiescence in 
course of business, charges for interest and commission anel the like 
cannot safely be made from mere entries in the pass-book. The law on 
this subject in America may be studied with advantage . 

. 690. The Ameri"an view is slated by Sir John Paget as follows":-
The Supreme Court held that the sending of the pass-book by 

the customer to be written up and returned with the 
vouchers is a demand. on his part to know what the bank 
claims to be the state of his account ; that the ;return of the 
book with the vouchers is the answer to that demand and 
imports a request by the bank that the depositor will, in 
proper time, examine the account so rendered and either 
sanction or repudiate it. The' Court then quote the report 
to the English Court of Chancery in D~aynes v. N able 
(l Merivale, 530) and say that that report, made in 1816, is 
equally applicable now, both in England and America. 
and continue: .. The deposit.r cannot, therefore. without 
injustice to the bank, omit all examination of his account 
when thus rendered at his request. His failure to make it 
or have it made, within a reasonable time after opportunity 
given for that pnrpo5e. is incormstent with the object for 
which he obtains and uses a pass-book." Later on the 
Court say: .. Without impugning the general rule that an 
account rendered, which has become an account stated. is 
open to correction for mistake or frand. other principles 
come into operatiol1 where a ""rty to a stated account. 
who is under a du~', from the usages of bnsiness or 
oth .... wise. to examine it within a reasonable time after 
having an opportunity to do so, and give timely notice of 
his objections thereto. neglects altogether to make ouch 
examination himself or to have it made in Rood faith by 
another for him; by reason of which negligence the other 

.. Paget's IAfI1 d( 8ank;II'. 4th edilion. p3&e 3:4. 
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party, relying upon the account as havinll been acquiesced 
in or approved, has failed to take steps for his protection, 
which he could and would have taken had such notice 
been given. In other words, parties to a stated aeeount 
may be estopped by their conduct from questioning its 
conclusiveness." . 

691. Sir John Pagat sums up as follows ;- . 
"The simpler method seems-to be to adhere to the principle of 

the pass-book being a settled account, to insist on the 
duty of the customer to examine and compare it with the 
returned cheques and ·counterfoils. or to have that duty 
performed under effective snpervision, and treat~ the 
omission of such.d\lty as negligence or imputed knowledlle, 
estopping the customer from reopeninll the account if the 
bank we"e shown 10 have been prejudiced thereby; sucli­
prejudice con.isting in the deprivation of Oppertunity of 
self-protection Or the 10&1 of any remedy, civil or criminal, 
aj(ainst the offender, it being immaterial whether the civil 
remedy would have been likely to produce satisfa~ory 
results or not." t 

692. We recommend that the definition of .. negligence" which 
we have proposed in paragraph 688 should haVII the following 
appended to it as an explanation ;-. . 

The failure of a custome'! to examine his pass-book. sent to 
him or taken out by him and to brin!l to the banker's notice within 
a rensollable time any entries in his aceottnt to which objection 
should be taken by bim constitutes negligence. 

In the absence of any chanco of position on the part of the 
depositor, the banker who has mistakenly credited his customer's 
account may probably as the law now stands rectify the error, within 
a reasonable time. ~ The explanation wbich we propose here would 
relieve bankers from liability lor drunal(es at the lIIIit of a depositor 
wbose cheque had been cliihonoured as the result of a mistake whieb 
he could have discovered if be had taken the trouble to chec\t hi' pass­
book whell this was sent to him. It would not entitle the banker to 
recover the money paid out by mistake if the depoaltOl' haa chanlled 
his position. .. The converse cue also holds good. No amount of 
acquiescence on the put of the cDstomer could justify a bank In witb. 
holding from blm money rally received for his credit, bat omitted in 
the credit iteml of the pau-book" I. 

693. Burmese Billa of Exchanae.-An amendment of 
the Negotiable Instruments Act, 1881, to make it applicable to billa oi 
ezchalll(o drawn in Bur_ haa a1reacb been proJIOIIIId In paragraph 350. 
In parajlraph 351 we bave abo propoted ezcludlng bill, ill BurIIlae (01' 
any otl'er lan!ruaIle indlaenous to Burma) from the tertn t..1Idi. 
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694 .. UsuriousLoans Act.-The Royal Com~ission on Agri­
culture in India came to the conclusion on evidence taken by it that the· 
Usurious Loaas Act, 1918, is practically a dead letter and recommended 

- (in Article 365 of its report) that in every province Ca) an enquiry should 
be made into tbe causes of the failure to utilise the Act, (b) adequate 
steps should be' taken to ensure its application in future, and (el a special 
report on its working should be included in the annual reports on the 

• administration of civil justice. The Government of Burma accordingly, 
asked the High Court of Judicature, Rangoon, to consider the recom­
men6ations of the Royal Commission and to advise it with respect to 
them. The High Court was still engaged in its enquiry . when the 

.Banking Enquiry was started; but at th"'> Government of Burma's 
request it <;xpedited-tbe matter so that we could have the benefit of its 
report which it completed', on the 2nd October, . . 

695. ~e report of the High Court (which is given as an appendix 
in the second-volume of this report) was to the effect that (a) the 
subordinate courts in Burma do as a general rule make use of. the pro­
visions of the Usurious Loans Act in all cases where dependants claim 
the protection of the act; (b) dependants very seldom raise the plea of 
excessive interest; and the courts are reluctant to take upon themselves 
of their own motion the burden of making enquiry into the origin of 
the loan with a view to granting relief to the debtor. It pointed out 
also that the majority of money suits and a considerable proportion of 
simple mortgage suits are decided u parte or on con(ession, and that 

, . 
in such cases the courts have little opportunity to reopen the accounts 
The report said that judges of subordinate courts naturally shirk the, 
difficult and trooblesome task of going into accounts whicb have already 
been closed, and consequently the provisions of the act are rarely used 
save for the'simplepnrpose of reducing the rate of interest charged, 
The Higq Court' further expressed the view that the number of cases 
in which the provisions of the Usurious Loans Act could with advan­
tage be applied are not very numerous, and said it was not prepared to 
state that insufficient use is being generally made of the act. Finally 
the High CO.lrt deprecated the proposal tha~ a special report on the 
working of the Usurious Loans Act should be included in the Xnnual 
Report on the Administration of Civil Justi\!C, as the amount of 
work involved in maintaining special registers to provide statistics 
would in their opinion be out of all proportion to their usefulness or 
importance_ 

696. We had the benefit of the High Court's report when drafting 
our questionnaire on this subject, and we have received replies to the 
questions concerning it from 21 district committees, There is a general 
'consensus of opinion on the points that the provisions of the act are 
not widely known and that debtors seld!>m ask for the act to be applied 
when sued for debt. In the few cases where tbe act has been invoked 



{ 311' , 

the debtors have presumably been represented or i~spired by lawyers. 
On the point as to whetller the civil courts apply the act of their own 
motion there is a distinct preponderance of evidence which goes to 
show that unless asked to do so they take no action. (It is 4Vell to recall 
here that, apart from insolvency proceedings, the aq can only be 
invoked in a suit brought by the creditor.) The evidence as to whether 
there are many cases in which the act should palpably be applied but 
;is not i. conflicting, the" ayes" and '. noes" being alm~t evenly 
balanced. ' 

697. We think that behind the difficulties brought out by the l1igh 
Court and our evidence there is a root difficulty' in determining when 
the rate of interest is excles~ivet: and that this difficulti is particularl:Y"" 
Ilreat in Burma because of the high rat~ of interest in vogue here. 
We think some definite guidance should be given to the courts to help 
them decide this point ; and we believe this could be done by making 
a table of moderately high rates. and laying upon creditors in cases of 
higher rates. the burden of proving the rate was reasonable in the 
circuDlstances of the case. We find that a provision of this kind exists" 
in the Ceylon Money Lending Ordinance of 1918, which has been 
in force for twelve years and, according to information given us by 
Chettiars, is successful. We have noted also that the High Court at 
Rangoon mentioned'in its report that it did not consider a rate of 2 to 
3 per cent. per mensem excessive for unsecnred loans in Burma. 
• 698. 1£ the CQllrts have such guidance to help the~ decide when a 
rate of interest is excessil(e we think the permissive nature of seCtion 
3 U) of the act should be changed to make it peremptory, while still 
limiting the application of the act by retaining the present definition of 
.. Suit to "'hich this Act applies" in section 2 (3). 

699. Accordingly we recommeud three amendments of section 3 'of 
the act as set but below. We ha\"e drafted the amendments as thongh 
the act were a Burma act; in the ~vent of political separation of Burma 
from India this will be the ColSe, while if separation does I\Qt ~ 
place the course to be (ollO\ved will de;.end upon the desire of oltler 
provinces to have the s.~me amendment ; we do not think it necessary 
for us" to diso;uss the alternative draftings that have occorred to us for 
the I;\tter case. The amendments (or a Burma act are as follows ,-

(I) In sub-section (1) for the words : 1M Courl _y ... ercise all or­
alfY of Ille foll"",ing ~rs, .,,, .. ely, may substitute the 
following \\'ords .-

'!'he court shall take such of the following steps as may 
be necessarv to make the interest reasonable and 
the transaCtion fair in accordance with the 
provisions of sub-section IZ), namely :-

(2) Renumber clause (.I) of sub-section (Z) as sub-section (3) and 
rennmber the present !\Ub-sectioos (3), (4) and (s) 
accordingly. 
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(3) For sub-section (2) of section 3 so curtailed, .ub.lilul~ the 
following :-

(a) The court shall presume that any rates of interest 
charged above .the rates given in Schedule A of 
this ilct are excessive unless the creditor or any 
person claiming through him shall satisfy the court 
that on a consideration of all the circumstances 
of the case the rate charged was in fact reasonable. 

(bj In considering whether interest is excessive under 
this section, the court shall take into account, 
besides all other circumstances relevant to the 
rea80nahleness of the rate of interest charged, the 
risk of the loan and auy amounts charMed or paid, 

, , whether in moneY or 'in kind. for expenses, 
inquiries, fines, bonuses, premia, renewals or any 
other charges. the periods at which compound 
interest (if it is charged) is calculated, and the 
total advantage which may reasonably be taken to 
have been expected from the transaction. 

(e) In considering the question of ri.k the court shall 
have regard to the risk incurred a. it appeared or 
must be taken to have appeared to the creditor 
when making the loan and shall take into account 
the value of the security. if. any. the financial 
condition of the debtor and the result of any 
previoos transactions of the debtor, by way of loan 
so far as the same were known, or must be taken 
to have been known. to the creditor at that time. 

• 
SCMdu/~ A. 

I. Unsecured loans to be repaid in agricultural produce"':-(For 
the purposes of this section of the table the value of produce will 
be the value as proved by evidence of similar produce marketed in 
the same locality in the month of February next preceding the 
making of the contract.) 

(1) In the case of loans of an amount up to and includinll 
R •. 100, fifty per centum per annum. 

'(2) In the case of loans of an amount over Rs. 100 and op to 
and including Re. 250, forty per centum per annum. 

(3) In the case of loans over Rs. 250, 'hirty per untum per 
annUOl. 

II. All other unsecured loans and loans secured by crops, 
produce, cattle and agricultural implements :-

(I) In the case of loans of an amolDlt up to and incloding 
Rs. 250, thirty-six per centum per annum. 

(2) In the case of loans of over Rs. 250, thirty per centom per 
annum. 

_ III. Loans secured by movable property of a description other 
than those de9Cribed in lI'above or by immovable property :-

(I)' In the case of loans of an amount up to and including 
Rs. 500, twenty-four per centum per annum. 

(2) 10 the casc of 10GIJ1II of an amount over Re. 500, tweot)' 
one per centum per annom. 
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700. Having rejlard to the evidence which is before us we do not 
consider that the amendments proposed above will materially affect the 
credit of borrowers or that they will encourage the repudiation of 
contracts. Lenders will probably_be more careful to select their 
borrowers. and the rates of interest charged will probably be lower than 
now. 

701. If our recommendation to ;.w.e sub-section 3 U) of the act 
peremptory is adopted, the discussion preliminary· to the amendment 
and the subsequent practical application of the act will help to disperse 
the preBent general ignorance of the act's provisions; but the amend­
ment should It ill be widely advertised before it comes into force. 
Also if sub-section 3 (1) is to r~ain permissive as now, steps should be 
taken to advertise the provisions of the act. 'f.he HUId",.,.'. Gazell. 
might include an article upon it once a year, and all uewspapers 
especiaUy those circulating amongst Burmans and Indian., migltt be 
asked to keep the act before the eyes of the pnblic by reporting a 
reasonable number of cases in which the act i9 applied, and by 
occasional articles and editorials upon different aspects of it. 

702. With the act amended as we propose there would be less 
objection to the carrying out of the recommendation of the Royal 
Commisaion on Allrft:ulture In the effect that a special "report on the 
working of the Usurious Loans Act should be included in the Annual 
Reports on the Administration of Civil Justice. We therefore 
recommend, in case of such amendment, further consideration ",J!ether 
'his recommendation of the Royal Commiasion cannot be carried out to 
such an extent as will keep Government informed of the uses and abuses 
of the ad as lluidance for any further action which may come to be 
necessary. 

703. A minor ma tter brought In our notice is the failure of some 
judicial officers to appreciate the definition of "~nterest" in aection 2 
of the act, wbere the teno i. made In include any sum agreed to be 
paid in excess of the .. m actually lenl We suggest that- the High 
Court sbould take steps In instruct judicial officers on this point. 

704. Ucensinl of Moneylenders.-In all countries 
measures have been taken to lel!\llate the businesa of moneylending. 
because the power wbich moneylenders have over their borrowers baa 
been so apt to be abuaed. We are of opinion that the time far 
such regniation is DOt ripe in Burma as a whole. But i' is desirable In 
have registration and some control of moneylenders as IIOOD as circ:um. 
stances permit ; and a beginning should be made by an act of a simple 1 
nature to control professioual moneylenders in plaocs. notified foe the j 
purpoae by the LncaI Go\-enunenl InitiaUy ooly Rangoon ahouId be 1 
notified. The act abonId not apply to all moneylenden, bat ooly to) 
persons wbo bold tbemso;Ives out to lend to all and sundry; amoug&t 
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these no difference should be made on the score of the amount of 
capital employed. Before proposing a formal definition of moneylender 
it is advisable, having a general notion of what is intended by the term, 
to see what provisions are proposed for the act. 

70S. The principal provisions of the act should be as follows: 
Loans should be defined as in the Usurious Loans Act. No contract 
for the loan of money by a professional moneylender should be 
enforceable in the courts unless the lender is licensed under the act, 
and the terms of the contract are expressed in a document signed by 
the borrower, and a copy of that document was given to the borrower 
at the time of signing it. The amount which is to be repaid as the 
principal money and the net amount actually given to the borrower on 
account of the loan should be stated in the document. No interest 
should be recoverable unless the rate or the total amount recoverable 
as interest is stated in the document. If the loan is not repayable on 
demand the document should also state the date or dates when the 
loan or any part of it is repayable. No oral agreement should be 
admissible as evidence to prove any term of the contract which has 
been omitted from the document and requires any enhancement of the 
total payments due from the borrower under the writtelf contract, or 
requires any payment due under the written contr~ to be made at a 
date earlier than the date (if any) specified for it in the document. All 
charges, apart from interest and expenses imposed by law, should be 
prohibit.!'d. AU forms of touting for loans and circularising should be 
prohibited, and advertiSing should be restricted to advertisements in' 
newspapers and other ordinary periodical publications. Every 
borrower should be entitled to demand a written statement of his 
account at any time not less than three months after the laot previous 
occasion. The language in which contracts for loans and statements 
of accounts are written ~bould be that agreed upon by the lender and 
borrower; but the borrower sbould have the right to require them to 
be in one of the languages prescribed for the purpose by notification 
for each town when the act is extended to it. Englisb figures should 
however be permitted in every case in whicb the borrower asks for them. 
In Rangoon the prescribed languages might be Burmese and English. 

706. No provisions with regard to compound interest or rates of 
interest should be made iu the act ; these should be left for control by 
the Usurious Loans Act. Neither should tbe keeping of account. in 
any special form or Iauguage be required, nor a,nr right given to the 
borrower to inspect the lender's accounts. 

707. Licenses should be issued annually by the deputy commis­
sioner, wbo should have the power to refuse only in specified 
circumstances, including the case of a persou wbose previous license 
has been cancelled. The fee for a license should not exceed five 
mpees. , 
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708. For the application of these provisions we propose that a 
professional moneylender should be defined as a person who, being or 
holding himself out to be ready and willing to lend money to any 
person approved by him as a borrower, does not belong to any of the 
following cla.ses, I1amely :-

(a) bankers ; 
(b) bill-brokers; 
(e pawnbrokers; 
(d) savings banks, co' operative banks and societies,land-mortgage 

banks, industrial banks and loan associations for house­
purchase and building; 

(e) persons lending money in the conrse of and· for the purposes 
of a business of insurance or other business carried on by 
them without having the lending of money for a primary 
object. 

Banker should be defined in the Act as a banker under the Nel!otiable 
Instruments Act; bill-b,'oker should be defined as a person who burs 
negotiable instruments as a regular business; lawn broker should be 
defined as a pawnbroker under the Pawnbrokers Act. We particularly 
recommend the use of the term Irofessional moneylender in the act 
instead of the lingle word moneylender; misconception as to the scope 
of the act is apt to arise otherwise. 

709. The Indian Insolvency Acts.-Cheques drawn by aft 
insol".nl.-Section 51 of the Presidency Towns Insolvency Act (-toct III 
of 1909) makes the official a.signee's title relate back to the time' of the 
commission of the act of insolvency on \vhich an order of adjudication is 
l\lade. or, if there are more acts than one, to the time of the first act of 
insoh'ency proved til have been committed within the three months 
nx"t preceding the date of the presentation of the petition. Section 28 
clause (7) of the Provincial Insolvency Act (Act V of 1920) states that 
an order of adjudication relates back to,. the date of presentation of the 
petition on which it is made; the period is thus narrower in this act. 
The general result of the doctrine of relation back, so far as it affects a 
banker paying cheques drawn by an insolveat, is that the official assignee 
can reclaim from the bank any funds of the debtor paid out by. the 
bank after the commencement of the insolvency, unless the payment falls 
within the definition of certain protected transactions. Section 57 of 
the Presidency Towns Insolvency Act and Section 5S of the Provincial 
I nsoh-ency Act are identical and provide protection to bona /ide 
transactions as "k'ainst the official assignee in respect of :-

(0) any payment by the insolvent to any of his creditors ; 
(b) any payment or delivery to the insolvent ; 
k) any transfer by the insolvent for valuable consideration : or 
(d) any contract or dealing by or with the insolvent for valuable 

consideration • .. 
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The protection is subject to the proviSQ that the transaction takes 
place before the date of the order of adjudi~tion, and that tbe person 
with wbo",sucbtranction takes place has n~ at the time ootice of tbe 
presentation of any insolvency petition by or allainst the debtor. 

710. Clause (b) above covers a banker's payments to an insolvent, 
but it does not cover the case of the banker paying away an insolvent's 
money on his cheques to third parties. Neither does c1auae (d) help 
the banker in this respect. If the payee of a cheque is himself protected 
there may be no diffic,uty ; but if the payee has notice of the petition the 
banker will still be liable to account to the official assignee for the 
amount paid on the cheque even if he has not bad such notice. The 
position is highly prejudicial to bankers and it has compelled bankers 
to adopt the practice of informing a customer, on hearing of an available 
act of insolvency committed by him, that cheques payable to himself only 
will be cashed and that cheques payable to third parties will not. But, 
.. the case in which the banker gets to know of either an act of insolvency 
on the part of, or a petition against, his customer are necesMirily rare: 
uncler present-day conditions he is frequently kept in the dark as to a 
receiving order having been made until after he has by paying the 
customer's cheques incurred further liabilities to the trustee."· Tho. 
although by the practice described the banker can sometimes reduce hi. 
losses _he cannot always prevent them entirely ; and in the circum­
stances this exposure to risk is unfair to bim._ 

711. \Ve recommend that to section 57 of the Presidency Insolvency 
Act, 1909, and to section SS of the Provincial Insolvency Act, 1920, 
there should be added the following esplanation :-

A payment made by a ban1<er, without notice of the presentation 
of an insolvency petition by a customer and before the date of the 
order o( adjudication, to honour the customer's cheqnes whether 
payable to the customer himself or to third partie. is a payment 
within the meaning of clause (b). 
712. Prolwly tUqu{red by a ba'~II,upl after adjudiaJlion. -The 

law in India and Burma as to property acquired after adjudication 
is not eJ:plicitly declared by .tatute, but has been 8Ilmmarised by K. J. 
Rnstomjl t with reference to c1anse (4) of eectinn 28 of the Provincial 
Insolvency Act as foUows :- • 

Although, by the words of this section, it would seem that after­
acquired property veats in the receiver in the sarno way as property 
acqnired before adjudication, varioUillimitation, have beenestabliahed. 
First, as to all such property. the receiver gets no rights, unless he 
intervenes before the bankrupt has alienated it in favour of an assignee 
who takes it in good faith and for value. t: ext, a~ 10 all soch 
property as consists of personal earning .. Iho receiver il only entitled 
to the excess over what d necessary for tho 8Ilpporl oflhe bankrupt 
and his family. 
• z.- II( Ba .. IIi.... by Paget, 4th edition, palM U. 
t l..tnD Gild Pracfice in ;"sdflel'cy and banlerupky, Znd cditiOQ 1927. page. 

1~152. 
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Under the provisions of tbe English Bankruptcy Acts property 
acquired by the bankiupt after adjudication is vested in the 
receiver . . . . . . . . : By a IDng aeries of decisions it is now 
settled tbat, a1tbough tile property is vested in the receiver, .....• 
.. until tbe receiver intervenes" all transactions by a bankrupt after 
bis bankruptcy" with any person dealing witb the bankrupt bona /ide 
and for value, " in respect of bis after-acqiared property, •• whether 
with or without knowledltc of the bankruptcy, are valid altainst the 
receiver."· In other words, until the receiver bas intervened the 
property remains vested in the bankrupt; but from the moment 
that the receiver intervenes. • . . . . . • . ," the property vests in 
the receiver absolutely, and can no longer be recovered by or dealt 
with by lbe bankrupl" According to Cohen v. Mi/chell~ there is a 
pCliod of time-namely, before any intervention by the receiver­
during which the bankrupt's transactions (with regard to after 
acquired property), if bo,1O fiJe and for value, are valid against the 
receiver, and the latter cannot impeach them. 

In Rangoon, however, the learned judges (Rutledlte, C. J. and 
Maung Ha, J.I bave declined to follow the rule laid down in Coh.n v 
Mitchell, and have held that as, under section 28 clause (4) of the 
Provincial Insolvency Act, all property wbich is acquired by or 
devolves on the insolvent after tbe date of tbe order of adjudication 
and before bis discharge forthwith vests in the receiver, any transfer 
of such property by ti,e insolvent even to a person ICting bona fide 
for value with or without knowledge of bankruptcy is void as 
aJ(ainst the receiver. [The Rangooll Judges explained their view as 
lollows T:-J 

.. In Cohen v. Mik'IJell and a long series of cases followinll it, the 
courts modified the words of the statute on apparent 
grounds of convenience by postponing the vesting in the 
receiver until he had intervened. It seems to us tbat the 
insertion of the "'ord ' forthwith' by the Legislature in 
section 28, clause (4) was to sweep away ilie court's 
attempt to postpone the vesting .. In view of the specific 
and clear words of the sllh-section we are unable to apply 
the principle of eo .... v. lIi/chel/ to the present case, as to 
do so, in our opinion, would be to nullify the ezpreas 
direction of ilia Legislature. Hard cases may. 80 doubt, 
arise where ilie court or the receiver has talcen DO action 
and property has eJ:"hanged hands and been acquired by 
bo,"" /ide transferees wiiliollt notice of the insolvency. But 
the remedy does not lie with tbe courts hut mther with the 
Legislature. ·,t 

It may be Slated howeyer that the exposition of the law fs laid 
dowll in Co ..... v. Mik'lIeIl baa siDCe received the highest judicial 
"'ontirmalion and ma)' be regarded as classical. The COITeCtness of 
the decision of the lean.ed jru\j(es of the Rangoon High Court 
· .•... is therefore open to doubt. 

• w. •• ~. MokMl, 1S90. 2SQ.B.D. 262. 
r WOlr<ls In these "IUove _ haft been inlaplbted here by the Burma 

II>_~ Etlq~ c-il_ 
• M."""~. M ........ ,...... 4 Ran. 25. 
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713. The EllIllish law on the subject is given by section 47 of the 
Bankruptcy Act, 1914, which (omitting one paragraph irrelevant to the 
present discussion) is as follows :-

(1) All transactions by a bankrupt with any person dealing with 
him bona fide and for value. in respect of property, whether 
real or personal, acquired by the bankrupt after the adjudi­
cation, shall, if completed before any intervention by the 
trustee, be valid against the trustee, and any estate or 
interest in such tlroperty which by virtue of this Aci is vested 
in the trustee shall determine and pass in such manner and 
to such extent as may be required for giving effect to any 
such transaction. 

For the purposes of this sub-section, the receipt of any money, 
security or negotiable instrument from, or by tbe order 
or direction of, a bankrupt by his banker, and any 
payment and any delivery of any security or negotiable 
instrument made to, or by the order or direction of, a 
bankrupt by his banker, shall be deemed to be a transaction 
by the bankrupt with such banker dealing with bim for 
value. 

(2) Where a banker· has ascertained that a person having an 
account \\;th him is an undischarged bankrupt, then, 
unless the banker is satisfied that the account is on behalf 
of some other person, it shall be his duty fOlthwith to 
inform the trustee in the banknlptcy or the Board of Trade 
of the existence of the account, and thereafter he shall 
not make any payments out of the account. except under 
an order of the court or in accordance with instructions 
from the trustee in the bankruptcy, unless by the expiration 
of one month from the date of giving the information no 
instructions have been received from the trustee. 

In practice the protection afforded by sub-section It) is not very 
useful, as a banker has nO means of knowing whether property or funds 
passed to hirtt by an undischarged bankrupt have been acquired after 
adjudication. But a possible course open to the banker (as suggested 
by Sir John Paget) is to permit the bankrupt who has informed him of 
his position to open an account with a nominal amount of property 
acquired after adjudication; the banker then communicates with the 
trustee and some arrangement is perhaps arrived at, or if the trustee 
remains quiescent for a month operations may proceed on a larger 
scale. 

714. We recommend that the provisions of section 47 of the 
English Bankruptcy Act, 1914, with such modifications as may seem 
desirable, should be introduced into both the Indian Insolvency Acts, 
and that such other amendments should he made in these acts as may 
be necessary to give full effect to these provisions. 

715. Protection of banlur against a receiving order.-Bankers in 
England have had serious cause of complaint in the administration of 
bankruptcy law owing to the fact that they are not always ahle to 
ascertain that a receiving-order (equivalent in India and Burma to an 
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order 01 adjudication) has been made. This is more particularly so if 
the court, in the interests of the debtor, suspends or postpones publica­
tion of the advertisement of the receiving-order in the official gazette. 
The banker has even been deprived of protection although "he has 
searched the official and other gazettes. The injustice of this position 
has in some measure been recognised in England; for section 4 of the 
Bankruptcy (Amendment) Act, 1926, has the following provision :-

Where any money or property of a bankrupt ha.. on or after the 
dnte of the receiving order, but before notice thereof has been 
gazetted in the prescribed manner, been paid or transferred by a 
person having possession of it to some other person, and the 
payment or transfer is under the pravisions of the principal act void 
as aj(ainst the trustee" in. the bankruptcy, then, if the person by 
whom the payment or transfer was made proves that when it was 
made he had not had notice of the receiving order, any right of 
recovery which the trustee may have against him in respect of the 
money or property shall not be enforced by any legal proceedings 
except where and in so far as the court i. satistied that it is not 
reasonably practicable for the trustee to recover in reopect of the 
money or property or some part thereof from the person to whom 
it was paid or transferred. 

The result of this section is thnt the banker is pl"Otected only if the 
trustee can recover the money paid from the person who received the 
payment,,; otherwise the banker must pay. 

716. We recommend that a provision similar to that set out in the 
previous paragraph should be made also in both the Indian Insolvency 
Acts. 

717. Delays in Recoveries in CivilCourts.-General.­
The cost nf all finance is necessarily increased by any delays the lender 
is likely to experience in case it should be necessary for him to apply to 
a conrt to recover his loan. It is desirable therefore to reduce sDch 
delays as far as possible. Before going on to deal with delays in the 
specific cases of money-suits and mortgage-suits and sales of immovable 
propertv we have to draw attention to a remedy for the delays caused 
by a defendant's resort to obstructive courses. These delays occur in 
suits of all kinds and arc not restricted to snits between lenders and 
borrowers, although our interest is particularly in this class. Section 
35A of the Chil Procedure Code gives courts power to award com­
pens.·\lory costs where a chum is made or objections are raised that 
are vexatious or false to the knowledge of the party making them. 
This section, even if freeely used by Ol"ii.<inal courts, does not help 
where the parties confine themselves merely to obstruction, which is 
much more common. A remedy for this would be to re,';se the system 
of costs to advocates and pleaders. Even witbout such revision the 
power given to all conrts under para. 8 (3) of the Lower Burma Courts 
Manoa! to award daily costs after the first day's hearing in addition to 
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the ad valoreln scale fcc, if freely exercised in cases of obstniction, 
would have a salutary effect. The power to do so is seldom, if ever, 
exercised by subordinat~ courts. The High Court of Rangoon usually 
does award such costs, and we are of opinion that subordinate courts 
should by instruction be encouraged to .do so. If the courts did exercise 
this power, defendants who abuse the process of the courts,' waste the 
time of honest litigants and put them to unnecessary trouble and 
expense. would be effectively discouraged. 

718. Money-S"its.-Various district committees have estimated 
periods varying from six months to one year as the average time 
nccded to recover in a civil court money due on a promissory note, and 
various suggestions for reducing tbis time have been made by district 
committees, the Nattukkottai Chettiars' Association and others. We 
think considerable benefit could be obtained by the extension of the 
scope of Order 37 of the Civil Procedure Code and by making the order 
apply to more courts. This order permits the use of a summary proce· 
dl1re in suits upon bills of exchange, hundis or promissory-notes; but 
in Bl1rma it applies only to the High Comt in Rangoon and to the 
district courts in Moulmein and Akyab. 

719. We recommend that the power to use tbe summary procedure 
of Order 37 should be conferred upon all district courts in Burma and 
upon all subdivisional .and townsbip courts in the Pegu '~lId Irra­
waddy divisions and in the Akyab, Amher.t and Mandalay districts. 
For snch an extension we think the safeguards provided in Order 37 
are adequate. 

720. We further recommend that for the High Court and for all 
district courts the scope of Order 37 should he extended as in Bombay 
to include certain other suits in which a summary procedure i •• uitable 
as well as those just now mentioned. The High Court of Bombay, 
exercising its powers under section 122 of the Code. has made the 
extension in the following terms:-

all suits in which the plaintiff seeks only to recover a debt or 
liquidated demand in money payable by the defendant with 
or without interest, arising on a contract express or implied. 
or on an enactment where the sum 'sought to be recovered 
is a fixed sum of money or in the nature of a d"bt other 
than a penalty, or on a guarantee, where the claim against 
the principal is in respect of a debt or a liquidated deJnand 
only. 

Under Article 5 of the Limitation Act (as amended b~' Act XXX of 
1925) suits under Order 3i must he filed withi. one year from the date 
when the money becomes payable. Our proposal would therefore 
enable decrees in the courts mentioned to he obtained by tbe IUmmary 
procedure of Order 37 in aU cases of crop-loans, ,,-betber evidenced by 
p1'Omissory-notcs or not, so long as they were suits for money or a 
liquidated demand. We think there is no danKer in such an 
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extension to district courts, particularly I as the extension to courts 
of the same I(rade in Akyab ancl Moulmein was made . at least thirty 
years ago. 

72t. Mortgag •• suils.-Estimates by our witnesses of. the time 
taken to obtain a preliminary decree are generally between three and six 
months; but the Nattukkottai Chettiars' Association estimates eighteen 
months for Rangoon, and the same estimate was under for Pegu by 
a group of Chettiars there. Amongst the suggestions of. measures to 
reduce this time the following seem worthy of consideration:-

. (a) An increase in,iudicial officers; . 
(b) Further separation of the judicial from the executive branch 

of government service; 
(e) Special attention of the Hil(h Court to courts in which delays 

are above the average; 
(eI) The employment of better process· servers and such increase 

of pay for them as may be necessary to achieve this: 
(e) A stricter scrutiny of written statements : 
(f) The issue of fewer summonses; 
(q) Shorter adjournments. 

We think it will be sufficient to inform the High Court of Judicature 
of Rangoon that district committees and other witnesses attach impor­
tance to these points. 

722. The principlll delay in mortl(age·suits is the period of six 
months allowed for redemption after the preliminary decree has been 
passed. A number of witnesses including the Nattukkottai Chetliars' 
Association have suggested reduction of this period to three months. 
Redemption during the six months is rare. As a rule the mortgal(or 
takes nO steps until the six months have pass~d ; then he applies for a 
further postponement. If there is any real hope that he will eve.. be 
able to find the money or to put forward a reasonable scheme for the 
dbcharge of the debt by morl!.tage or private sale, such hope should be 
apparent when the preliminary decree is passed. No reasonable 
creditor would be disposed to adopt a recalcitrant attitude in the (ace 
of any proposition which would avoid a court sale an:\ the risk of find­
ing R large amount of his capital locked up in immovable property. 
If a creditor is unre."l>onable the debtor can still seek the protection of 
the ~'()urt by an extension of the time after showing the conrt what 
prospect he has 01 making use of the extension. During the six months 
interest on the amount of the decree is accumulating at the Iale men­
tioned in the mortgage-deed, and judgment· debtors are frequenUy 
impelled to delay against their real interests by a natural reluctance to 
recognise that there is no hope of escaping the unpleasantness of the 
surrender of their property. It should be remembered too that a 
debtor knows in advance the probability that a decree will be passed 

against him. We think that a period of two months is generally 

21 
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sufficient for the debtor to see what he can do, that it is rare for any 
• to be made of the other four months of the present period, and 
that it is generally a mistaken kindness to the debtor to let him incur 
interest for so long as six months. As we have pointed out in paragraph 
182 the provision for an interval of six months is already circumvented 
to some extent by taking a promissory-note for part of the loan; but 
the lender still has unnecessary risk which causes an unnecessary 
enhancement of the rate of interest. We accordingly recommend that 
the period should be reduced to two months. 

723. Sales of immovable j>roPerty.-When application is made for 
sale of immovable property in execution of a decree, whether mortgage 
or other, the decree-holder has to supply particulars of the property, the 

. revenDe payable thereon, the incumbrances to which it is liable and 
" every other thing which the court considers material for a purchaser 
to know in order to judge of the nature and value of the property." 
In the High Court he has also to supply (i) an abstract of title, (it) an 
affidavit of search in the registration·office for incumbrances, (ii., 
particulars as to who' is in possession or occupancy of the premises, and 
(iv) particulars of the tenancy or terms on which any person is in posses­
sion or occupation. The preparation of these particulars often involves 
considerable research and labour; but there is no reason why the work 

. should not be done before the expiration of the period fixed in the 
preliminary decree for payment. The proclamation cannot be drawn up 
until the particulars have been communicated to the judgment· debtor 
and he has been allowed to object. If the judgment·debtor has been 
legally represented in the suit, the notice can be served on the ad"ocate 
and there is no occasion for more than a week's delay. But if the suit 
has gone by default the service of the notice on the judgment.debtor 
may· take considerable time, and the notice may be returned Imsel'ved . , 
more than once before it reaches him. If a notice were not issued 
there would be danger in some cases that the judgment· debtor would 
Seek to upset the sale on such a ground as material misdescription; buL 
we think the decree· holder in cases which have gone by default should 
be allowed to take this risk if he likes. Accordingly we recommend 
that Sub· Rule (2) of Rule 66 of Order 21 should be amended to give 
decree·holders of suits which have gone by default an option whether 
the notice shall be issued to the judgment·debtor or not. At tbe time 
of sale the decree·holder's choice shoDld t.e announced. 

724. 1 n/eres' pendente lite in IIIM1C)1·suils frolll date of sun', decree.­
Section 34 of the Civil Procedure Code leaves it to the disaetion of the 
court in a suit for the payment of money to allow or disallow interest 
on the amount decreed from the dale of suit to the date of the decree ; 
this discretion is not excluded notwithstanding that a fixed rate is 
mentioned in the contract as payable up to realization. In Burma the 
general practice seems to he to disallow tbe interest altogether, a1tbough 
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1I0me courts allow it 'at the contract rate if claimed; it is Impossible 
without special enquiry to know what really is the general practice as 
there is certainly not uniformity. 1£ the matter rests on contract, there 
are authorities to the effect that the court would be exercising a proper 
.discretion if it allowed interest at the contract rate. ·But it is doubtful 
if the refusal of a court to do this could be rectified on appeal. The 
result is that it paY" a perfectly solvent debtor to allow the claim against 
him to go into court and to set up a false defence with a view to 
protracting liti!,'Rtion. What he loses in costs may be insignificant 
when compared to what he saves in interest. Secondly, courts do 
not discriminate between (A) bankers and moneylenders \vho look 
only to interest for their remuneration. and (b) others who might be well 
satisfied with a decree for their claim without interest, as the claim 
itself ordinarily includes the profit aimed at; nor between bankers and 
other lenders seeking a fair renumeration and usurious lenders. The 
law as it now stands imposes an unnecessary hardship upon lenders who 
do business fairly and upon reasonable t~rms. 

725. We recommend that the law should be amended so as to 
withdraw the court's power to aiter the contract rate of interest from 
date of suit to date of decree in money-suits where there is a clear 
contract that interest should be paid till date of realization at the contract 
rate. The provisions of the Usurious Loans Act will still safe2WIrd the 
court's power to interfere in cases where the contract is harsh and un-
conscionable. ' 

726. (n'tres' frOIll dalt 0/ drcree /ill rcalisalioll.-Section 34 of the 
Civil Procedure Code gives the court discretion to allow interest after 
the date of tbe decree at such rate as the court deems reasonable on the 
alW'e!(nte sum adjudged (i.e. the principal sum plus interest due prilli' 
~ auit plus interest from date 01 snit to date 01 decree). The gelJeral 
practice in Burma seems to be to disallow interest after decree; but the 
practice cannot be staled with certainty as it is not uniform. The discre­
tion 01 the court. as re!(ard. the power to grant interest subseqnent to 
the decree, shonld (we think) lor various and obviollS r~SOns be 
retained; one reason is that if the contract rate were awarded as a 
matter 01 ri!(ht the dec~ee-holder might unnecessarily prptract 

'the execution proceedings. But (a) execution Jlrocee<iings are more 
often protracted by the judgment-debtor than by the decree-holder; 
(h) there is 1(l'C3t disparity between the court-rate 01 interest (6 per cent 
in India Rnd 9 per cent in Burma) and the market-rate, anti (e) there is 
great variation of the market-rate between town and country. 

727. Accordingly we recommend that instructions should be issued 
by the H ilth Court to all &1lbordinate courts, pointing onl that the rate 
01 9 per cent should not be regarded as a maximnm rode, bot that a rate' 
should be determined which, having ~ 10 all circmnstances 01 the 
<-'aBC, may be in the opiniOll 0( the court lair and reasonable. 
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728. Transfer of Property Act to be. redrafted.-We 
think the use of land as a basis of credit could be !tl"eatIy facilitated by 
a radical and comprebensive revision of the Transfer of Property Act, 
catting away a mass of unnecessary matter and exposing the basic 
principles in ·c1ear language with reference to the actual conditions anc\. 
without perpetuating the special conditions reslllting from feudal history 
out of which grew the English law which is the b~is of the present act. 
It may be noted that in England.the old law on the subject has already 
been swept away by the Law of Property Act, 1925, with the object we 
have in view for Burma. If Burma is separated politicalfy from India 
the new act should take the form of a Law of Immoveable Property 
leaving the land-revenue and related laws to be purely fiscal enactments. 

729. Power of Sal e.-At the time of passing the Transfer of 
Property Act 18112 it was deemed advisable for the power to insert in 
mortgages a provision authorising the mortgagee to seII the property 
without the intervention of the court to be restricted to certain towns, of 
which the only one in Burma was Rangoon.· In 1904 the power was 
extended to Moulmein Bassein and Akyab. Clause (c) of section 34 of 
the Transfer of Property (Amendment) Act 1929 has extended the recog­
nition of a power of sale to any other town or area which the Governor­
General by notification may specify. The legislature has thus recog­
nised the desirability of allowing wider application of the principle, and 
some proposals for extension have in fact been made. The N attukkottai 
Chettiars' Association in particular has asked for extension to all Burma. 
Some other witnesses have deprecated any extension beyond the fonr 
towns where the power is now recognised. A propos.-,I to give 
co-operative land-mortgage banks the right to insert a power of sale in 
tbeir mortgage-deeds was made last year in Madras and disapproved by 
the Government of Burma; but that proposal involved unfair discrimi­
nation. 

730. The conditions which now obtain in the Pegn and Irrawaddy 
division~, the Akyab district and Mandalay town are different from 
the conditions which obtained in rural India or rural Borma at the 
time of the passing of the Transfer of Properly Act of 1882. The Pegu 
and Irrawaddy divisions are the most advanced parts of the country, and 
agriculture in most parts of them is highly industrialise:l; the Chelliar 
community has probably something between 300 and 350 million 
rnpees lent on mortgages of agricultural land in them, while fnrther 
advances on such security have been made in the Irrawaddy division 
by a joint-stock bank which has been operating since 1914 and has 
eight offices in the division. It is in the Pe;tu and Irrawaddy divisions 
too that the lack of sentimental attachment to land, and the regard for 

• The cases d~bed in clauses (", and (6) of 8ub-section fl) of section ~ of the­
Transfer of Property Act are ignored throughout tbis discussion. 
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land only all a source of profit and social distinction are most noticeable. 
The rapid extension of the rice-milling industry in and near the delta 

, towns has made them part of a Greater Rangoon, and there are probably 
some towns.in the delta which ate as far advanced in matters concerning 
the present discussion as Rangoon was in 1882, whUe some are more 
advanced than Akyab Moulmein o~ Bassein were in 1904 when the 
Transfer of Property Act first allowed a power of sale for mortgages 
made in these towns. That power has now been available in Rangoon 
for 48 years and in the other ports for 26 years, and no abuse seems 
to have arisen. Agriculture in the Akyab district is also highly com­
mercialised, and there are several joint-stock moneylending companies 
in Akyab town. In Mandalay town there are branches of the Imperial 
B.'lnk of India and of the National Bank of India. 

731. We think it would be unwise to extend the recognition of a 
power of sale to all Burma at once, as some have suggested. But exten­
sion exp'erimentally to the areas described in the last paragraph is 
advisable, as it would help banks and other lenders in granting credit, 
and would probably have an influence towards reducing the rates of 
interest. 

732. We accordingly recommend that the whole of the Pegu 
and Irrawaddy divisions and Akyab district and Mandalay town 
should be notified by the Governor-General under section 69· (1) 
Ie) of the Transfer of Property Act (as amended by Act XX 
of 1919). 

733. Mortaaaes by Deposit o( Title-deeds.-Mortgages by 
deposit of title-deeds are an instance of the law being compelled to 
yield to the e:tigencies of commerce. The attempt persistently made 
formerly in England to contine within narrow limits the doctrine that 
a deposit of title-deeds was sufficient to create a mO\1gaf!e faUed and 
had to be given up. .. In commercial transactions it may be frequently 
necessary to raise money on a sudden, before an opportunity can be 
afforded of inveslib'8ting the title-deeds and preparing the mortgage. 
Expediency. therefore. as well as necessity. has contributed to establish 
the general doctrine. although it may not altogether be in consistency 
with the statute n.. The doctrine has to this day, notwithstanding the 
recent land-registration laws of England, resisted the attacks upon it. 
,In India the doctrine has long been 'accepted; and although public 
registration is required for all deeds of transfer of land. these mortgages 
are permitted subject to the restriction that they can be made only in 
certain towns nroned in the last clause of section 59 of the Transfer of ., 
Property Act. 1882. 'The towns ilamed are the principal ports, those in 
Burma being Rangoon. Moulmein. Bassein and Akyab. • 

• PeT Lord Abinger. 1838, ~qs ~. WilIid." 3 YOIlllll ODd Collyer. Elo:heqacr 
RoIls~. 
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734. It is possible that the intention of the legislature was to confine 
mortgages by deposit of title-deeds to property situate within the ports 
named in the clause mentioned; but if so, the wording of the 
clause was loose. The courts have extended the. application of the 
clause to property situate putside the ports, provided only that the 
deposit of the title-deeds takes place within one of them. Speculation 
as to what was the intention of the legislature on thi. point is no longer 
of interest; for the Transfer of Property Act, 1882 has recently been 
amended. by Act IXX of 1929, in which section S8 (f) confirms the 
interpretation of the courts. But, if a deposit of title-deeds, when 
made with the intention of creating a security. suffices to create a 
mortgage, there can nol be any difference ill principle whether the 
deposit takes place inside or outside certain special towns. The 
exigencies of commerce are not served by compelling a trader who 
wants money urgently and does business, say, in Pyapon and whose 
property is situated in Pyapon. to go to Rangoon to deposit his title­
deeds ; yet as the law stands this is what he must do. In fact the above 
illustration demonstrates that the extension by law of the principle of 
a mortgage by deposit of title-deeds has not been conceived on 
logical lines. 

735. A change which the new Act XX of 1929 makes in the law 
respecting mortgages by deposit of title-deeds is the provision 
conf"rring power upon the Governor-General to add by notification to 
the list of towns in which snch mortgages may be effected .. 

736. Act XX of 1929 was snpplemented by Act XXI of 1929 which 
includes provisions amending sections 48 and 49 of the Indian Regis­
tration Act, 1908. Section 48 now decL'lres that a mortgage by deposit 
of title-deeds shall take effect against any subsequently executed 
registered mortgage-deed relating to the same property. Section 49 
now permits the receiving as evidence. for the purpose of proving any 
collatera1 transaction, of any unregistered document affecting immov­
able property and required by law to be registered. These two 
amendments of the Registration Act do not effect any change in the 
law ; they simply affirm the existing case-law and remove any doubts 
that may have continued to exisL They set the' seal of statute on an 
important difference from the English law on this subject; for under 
the English law a prior equitable mort!lagee is postponed to a 
subsequent legal mortgagee who has not had notice of the earlier 
encumbrance. 

737: The advantages of a mortgage by deposit of title-deeds are (It 
., convenience, (2~.avoidance of expense and (3) avoidance of publicity. 

The absence of formality and the ease and celerity with which money 
may be raised and urgently required, contribute to convenience and 
are of great importance to 6ankers and business-men; of nO less 
general importance is the saving in stamp-fees. It frequently ha~ 
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in the districts that a mortgagee takes 'lid vantage of the fact that .. 
mortgapor wbo can get better terms from another 'lender is, deterTed 
from effecting the substitution of a' new mort~ee. owing to the 
expense and inconvenience of executing a fresh registered mortgage-deed. 
The third advantage is, in the vjew of lOme borrowers, worth more 
than the other advantages put together.; (or borrowers sometimes travel. 
great distances and 'submit to large expenditnre rather than register. 
But from the point of view of the business·man this is a doubtful advan­
tage: the secr,ecy of previous transactions constitutes a real danger. 

738. The disadvantages of mortgages by depqsit of title-deeds are,* 
(1) that such mortgages are opposed to the policy of the reldstration 
law; (2/ that they lead to the evasion of the stamp· duty ; (3) tbat they 
are at variance with the principle of making the system of transfer of 
immovable property, as far as possible, a sJStem ol public transfer; and 
(4) that, when the amount secured is. Rs. 100 or upwards, they are 
inconsistent with the general rule in Section S9 of the Transfer of 
Property Act requiring a written in,trument. 

739. According to decided cases it is not necessary that all the title· 
deeds, or even all the material title-deeds, should be deposited; it is 
sutlicient if the deeds deposited are material evidence of title. Decided 
cases also sbow tlmt under the term tilk-deeds are included not only the 
muniments of title, properly so called, but also agreements for purchase, 
receipts of purchase·money and copies of deeds where tbe originals are 
not forthcoming. To the disadvantages above ennmerated, one must 
therefore add that much opportunity is given for fraud. Owing to the 
absence of registration there is no satisfactory protection of lenders against 
fraudulent raising of money from two persons on the same property. A 
bank or moneylender wbo lends without gettingpossessioD of adequate 
documents of title is taking a great risk; but registered mortgages are 
frequently and even necessarily made withoe! the prodoction of tiue-: 
deeds. the moctgagoc stating ( generally with truth I that there ;are none 
or that they have been lost or destroyed. Indeed, it is rather the raIe 
than the exception for mortgages to be so made wheq they relate to 
property situate oatside Rangoon and other large towns. But a mortgage 
accepted by the mortgagee in good faith and withont notice cl a prior 
encumbrance, though registered, does not. as has been shown, take 
effect against a prior mortgage b~ deposit of title-deeds to another 
Plrty. Secondly, a registered m~ee. who, thongh in pc.so ,sjon of 
all the essential title-deeds, has omitted to obtain some document 
famishing material evidence of title. might find that this document has 
been made the basis of a frandulent and collusive claim for priocity; '. 
and as no memorandum is permitted at the time of dePos;.t it might be 
exceedingly difficolt to disprove the alleged date of deposit. Thus, the - • Per Wbit~· Stokes, Law Oomml_: _ Repaot of Select Committee 
.... ted 19th February 1m po .... 21. 
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registered mortgagee, however careful he may be, may be defeated by 
a mortgagee who had only accepted a deposit of title-deeds, even when 
the former's mortgage is prior in point of time. No adequate security 
is afforded by the registration of deeds ; and, if wide extension is given 
to mortgages by deposit of title-deeds without proper safeguards, the 
registration law might be brought into disrepute and confidence in. 
registered mortgages as security for advances might be weakened or 
even destroyed. 

740. We asked in our questionnaire (Article 1103) whether the 
power to make a mortgage by delivery of title-deeds should be extended 
beyond the four towns of Rangoon, Moulmein, Bessein and Akyab. 
Five witnesses have advised against the extension, one of them giving as 
his reason that it would lead to an increase of litigation; fifteen approve 
extension, nine of them suggestirlg extension to all Burma (though one 
says it will not be used much) while three would still restrict to towns, 
one to municipalities, one to large municipalities and one to district 

I headquarters.' Mr: A. M. M. Vellayan Chettiar who is an active member 
of one of the largest Chettiar firms in Burma, made enquiries on the 
matter for us from 9 Chettiars and 12 other professional moneylenders 
is. various places in Burma, and reported· that all were in favour of 
extension to all Burma; but he hill1lelf thought mortgages by deposit of 
title-deeds should be confined to the ports, as such lI!0rtgages are inten­
ded for commercial us~. The BunDa-Indian Chamber of Commerce 
asked for extension to all Burma. The Deputy Commissioner, Tavoy 
(Mr .. A. J. S. White, I.C.S.,) advocated Ihe extension to all towns, subject 
to every mortgage being reported to the registration office, where a 
record of the date of the mortgage. the names of the parties, the amount 
of money secured and the rate of interest would be made in a register 
by the registering officer and attested by the parties to the mortgage. who 
would have to attend personally for the purpose. 

741. Our own views had meanwhile developed on mu.:h the same 
lines as Mr. White's. We came to think that, especially since the new 
Act XX of 1929 has affirmed the status of mortgages by deposit of 
title-deecls, the law with respect to the power to roake such mortgages as 
it now stands is defective and requires a safeguard; at the same time we 
thought that if this safeguard could be provided wider extension should 
be given to the principle. . 

742. The necessary safeguard will be provided if, before the close of 
the next. day of business in the offices of registration of deeds. the 
mortgagee .gives to the local sub-registrar of deeds a notice in duplicate 
stating; (1) the date of the mortgage; (Z) the place where it was made; 
(3) the names and addresses of the parties, including the full postal 
address oJ the mortgagee; (4) the amount of the principal money: (5) 

• See the record 01 his enquiries under " Survey IV-LeHde,s in Stl«tullOf1fw 
in the second volume of this report. 
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the rate of interest; (6) a description of the property in accordance with 
the existing rules for registered deeds of mortgage. The Bunna-Indian 
Chamber of Commerce sUlU!ests that the amoant of the principal money 
should not be disclosed in the notice; we are provisionally of opinion 
that it would be more satisfactory to state it, but we leave the point for 
further discussion. The sub-registrar should give an acknowledgment 
for the notice to both parties and should state therein the date or dates 
on which the notice was received and registered by him as well as the 
date of giving the acknowledgments. Registration should be effected 
on the day of receipt if received before noon, and not later than the next 
day if received after noon. The sub-registrar should file one copy of 
the notice and index it on the lines of the present Registration Index 
II, and should send the other copy to the sub-registrar at district 
headquarters to do the same on behalf Of the registrar, so that there 
would be a record both at the district headquarters and at the sub­
district headquarters. (At district headquarters only a single copy of the 
notice need be given.) Notice given within the prescribed time should 
protect against a subsequent mortgage however made; if the notice is 
given late the p"otection should be valid only against mortgages made 
after the receipt * of the notice. On request by the mortgagor at any 
time after discharge of the mortl(age, the mortgagee should be bound to 
give notice of the discharge to either the sub-reltistrar at district head­
quarters or the local sub-registrar whose sub-district includes the 
property. This notice should be attached to the originaillotices filed in 
the registration offices and recorded aj,(ainst the original entries in the 
indexes. Thus any person contemplating the acceptance of a mortgage 
of the same property will always be able to discover whether a valid 
mortgage by deposit of title-deeds which would have priority O\'er a new 
registered mortgage has been made. 

743. A fee of Rs. 5 might be chargoo for the original registration 
without additional charge for registering the notice of discharge; the 
.fee would be payable of course by the mortgagee, who must give the 
notice and will ordin'lfily recover the fee from the mortg~'Ol'. 

744. The morq,'lIgee should be permitted to give the notices of mort­
gage and of discharge by registered post if he so desires. The sending 
01 a false notice should be made a criminal offence. Provision should 
also be made for the appropriate variation of the proc..'<inre and of the 
fee for cases where property in more than one registration sub-district, 
or outside the district in which the transaction occurs, is concerned. 
Except in R,mgoon, transactions made outside the district in which the 
land is situate would be rare if the 8I'I'aIlgeIDent were in force at all 

°11 mi~ht he "rdenble to ",boIilute • rej!iSlnlioa" heft for" reccipl." Tbe 
~ndin~ 01 the not_ by post (os f'I'OYickd in lhe nest ~ lout one \ is ortional 
and tho."" who _ this channel mi>!bl he required to a<nt" the ...... to which it is 
exl""""1 ~ too the date 01 the post-mart< COQkI be used. This ..... _ em be 
_ after the generaJ principle bas been .....,pted. 
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sub-district headquarters, because then deposits of deeds would naturally 
be made in the local town ",here the borrower would be known and 
have credit and the property would be known_ 

745. Further the duration of a mortgage by deposit of title-deeds 
should be limited. This method of making a mortgage is provided on 
account of the exigencies of commerce for temporary loans and to 
permii a long-term loan to be given without delay while the permanent 
mortgage-deed is being prepared. For these purposes the mortgage by 
deposit of title-deeds needs only to be valid for a moderate period. 
Further it is undesirable that the ordinary registration books should 
lack evidence of a long-standing mortgage. and that the special registers 
of mortgalles by deposit of title-deeds should need to be searched for a 
long period when a title is being investigated. If a time limit is fixed 
there need be nothing to prevent renewal of the transaction on espiry 
of the period. We think the period fixed should be one year from the 
date of the deposit. 

746. With the safeguard of registration and -limitation to one year 
the pr9posal to extend the power to make mortgages by deposit of 
title-deeds wears a different aspect. On the one hand the dangers 
seem to be guarded against. On the other hand an important class of 
borrowers, takinll loans-on the :security of land for purposes of trade 
or industry (e.g. paddy-millers), wonld be benefited. At present 
a borrower who wishl!$ to transfer to a different lender is in a weak 
position, because such a transfer involves him in stamp-duties and 
registration-fees. If the security were a mortgage by deposit of title­
deeds the transfer would be facilitated, and a good borrower, who made 
regular payments on his loan, could often induce the lender to charge 
him a lower rate of interest rather than lose his custom. Land-mortllage 
banks too w",lld be assisted in expediting the issue of loans; the limita­
tion of period wi1\ make a mortgage by deposit of deeds inconvenient 
for sub-mortgaging to the trustees for debenture-holders or to a central 
land-mortgage bank, but this plan of sub-mortgaging has been set aside 
in Burma already for other reasons. The liability to delay in issuing 
loans is one of the difficulties that land-mortgalle banks have to meet, 
and aid in preventinll this would be useful. 

747. One point more remains to be considered. The Transfer of 
Property (Amendment) Act, XX of 1929, authorises extension of the 
privilege to any town; and as /OW .. is nowhere defined for the purposes 
of that act no difficulty would arise in extending to any considerable 
residential centre. But there is always a likelihood that, to save the 
bother and expense of travelling to a selected towu and also the bother 
of rellistering a transaction effected elsewhere, the parties will agree to 
pretend that they effected the transaction at a selected .town without 
actually doing so. -The only location in the matter which is certain is 
the location of the land. Really therefore the extension should be to 
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whole districts subject to provision for registration being made at the­
headquarters of the district and of its reltistration sub·districts. But as 
this would require amendment of lin act passed only a few months ag~ 
we have proposed extension to selected towns. In that case consi­
deration of tbe subterfuge described requires that the selectiou should 
iuclude all the towns in a compact. area rather than take' the largest 
towns throughout Burma. If howev.,.- Burma is separated politically 
from India it will be possible to amend the act to permit extension to 
any region in Burma whether such extension suils the conditions of 
other provinces or not. 

748. Rtc01ll",'lfJaliOfl.-We recommend accordingly tbat as a 
cautious beginning the power to make mortgages by deposit of title­
deeds should be extended to the headquarters of aU registration sub­
districts in the Pegu and Irrawaddy divisions, subject to the provisions 
for registration and for limitation o( period described above. We 
recommend further that Act XX of 1929 shoold be amended at the 
e.'lrliest convenience by substituting" reltion .. for U town" in the clause' 
permitting such extensions, and that extension should then be made to 
the whole of the Pegu and Irrawaddy divisions unleSs experience of the 
effects of the e:<tension to towns has revealed objections not seen now. 
Really this further extension is likely to prove essential to the success 
of the partial extension which alone is possible now. 

749. S~al COlfsjJtralion for lire four "'rls.-At the four ports of 
Ran!!oon, Moulmein, Bassein and Akyab mortgages are now made by 
mere deposit of title-deeds without lillY registration and \\;thout any 
Iimit.'ltion o( the period of the mortgage. In the highly developed 
commercial life of these towns it is often desirable to give security for a 
short time only, and protection against defects of title is more easily 
obt.-.ined for property in those towns than (or propertv elsewhere. We 
think however that even in those towns our proposals would not only 
gi\'e no difficulty in practice but would confer a protectioll worth the 
small cost and trouble they would iuvoh-e. Banks would not find 
serious incoD\-enience in practice because they woold naturall)' ha\'e, for 
reporting to the sub· registrar, printed forms requiring onl)' the minimum 
of entri.... Accordingly we think the proposed conditions for registra­
tion and limitation of the period of the mortgage should be imposed iu 
these towns also. 

750. If however these restrictions are not adopted foe these four 
towns the POW'er to mal.-e mortgages by deposit of tiUe-deeds without 
tbe ~triCtiODS should be confined in each of those towns to morlg;ages 
1:Oncemed ouIy witb property situate within it, i.e. "ithin cerlain 
defined areas, whicb \\'OuId natura1ly be the municipality and such 
other associated areas (if any) as might be proper. It is essential that 
even w ben aJade withiu those tOwns. mortgages b)' deposit ol tiUe-deeds 
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• 
of property outside the towns should bl! registered in some way so as to 
determine their priority and to protect a prospective registered 
mortgagee. 

751. Registration of Title in Land.-Land Registration may 
be described' as a service provided by the state for assisting a purchaser 
or a mortgagee in his enquires as to his vendor's or mortgagor's title 
previously to completing the transaction. fhere are two ways in which 
the necessary assurance can be obtained: (1) private investigation of 
title aided by state registration of deeds, (2) state registration of title. 
The first method is used in India and Burma. The purchaser or mort­
gagee has. to satisfy himself by an exhaustive examination of all deeds, 
marriages, heirslllps, documents and events by which the property has 
been conveyed, mortgaged, leased, or transmitted during a considerable 
period of time, so as to leave no loop-hole for an adverse claim. The 
system is complicated, expensive and unsatisfactory; in America and 
sonie other countries it has been found necessary to supplement it. by 
the insurance of title undertaken by agencies unconnected with the 
state. The othec method is state registration of title. often spoken of as 
the Torrens system. A register is kept in which the owner!!. of the land 
are entered, and there is a government guarantee that the title to the 
land is in the registered owner. Land-certificates are issued to the 
registered owners, and no valid transaction concerning any land can be 
made except through the register and on production of the certificate. 
All transactions .::reating or affecting any interest in land have to be 
registered, including mortgages and leases and not merely sales. 
Transactions affecting each separate estate are collected under a 
separate head, and an accurate account is kept. generally by means of 
of a map, of the parcels of which each such estate is composed. An 
authoritative summary is m..de as each transaction occurs of the 
subsisting rights of all parties in relation to the land itself. This method 
is used in Germany, Austria, Australia, New Zealand and nearly the whole 
of Canada; since 1897 it has been in course of establishment in 
England and Wales. In Australia all the regi'\ries pay their way ; 
insurance funds were established to provide col1}pensation for errors, 
and these funds are now very large while the claims they have had to 
meet have been insignificant. 

752 .. The system of registration of title simplifies, expedites and 
cheapens the investigation of title and vields reliable results. It is 
strongly advocated for Burma by the Nattukkottai Chettiars' Association. 
which states that the system is in force in Malaya. The advisablity 
of introducing it into Burma was considered about twelve years a~o 
and rejected chieHy on the ground that . sufficiently reliable records 
could not be maintained at reasonable; cost. There may also be 
justification for the view that, as Buddhist law permits so many persons 



( 333 ) 

besides the person ostensibly in possession to hold interests in land 
registration of title is not practicable in Burma unless the Buddhist law 
is itself modified. A system of registration of title would be of use to 
all who give credit on the security of land, and especially to those 
lending on agricultural land ; it would be of great help to land-mortgage 
and other banks. 

753. We recommend that the question should be re-examined to see 
whether a system of registration of title, perhaps incomplete initially in 
some respects, could not be devised for experiment in two of the more 
advanced districts. We suggest that a1tho~h the land-records are 
maintained for fiscal purposes, and perhaps unsuited to be the basis of 
registration of title, the converse relation might be considered ; the cost 
of a register of title might be partially recouped if the assessment-roll 
could be prepared from it. 

754. Landholders' Certilkates.-The procedure in most 
districts of Lo .... er Burma for the issue of landholder's certificates * is 
unnecessarily expensive, an,d thus unduly obstructs the granting of 
credit. Applicants are frequently asked to file copies of the relevant 
parts of the assessment-roll for each of the last twelve years; then the 
Superintendent of Land Records is asked to report, and on his report 
the decision is given. Since the Superintendent of Land Records sees 
the original maps there is no need to file any copies except two copies 
of the map for the last year, to be "sed afterwards to attach to the 
certificate and the office copy. These are sufficient to identify the land. 
and the expense of making copies of earlier maps should be avoided by 
chnrgi~ only a moderate fee. say four annas per acre with a minimum 
of Rs. 5 for each present-day "',;n concerned, for the certificate of the 
Superintendent of Land Records. As revenue-surveyors now use the 
snme mnp fot more than one year the work of searching is diminishing_ 
Payment of revenue every yenr may be assumed if the maps show the 
land occupied every year without chnnge of nnme. Proof of continuity 
of pos.<ession thus requires only proof t1 ... t all sales nnd gifts were duly 
effected by registered deed and that other transfers were by succession. 
To facilitate in\"cstigntion of this matter applicants should be required 

. to Rive n stntem~nt of all transfers and transmissions (if any) during the 
twehoe )"e<'r5, nnd the Superintendent of Land Records should note the 
nnme of the assessee of e"eh )"ear if there has been any chnnge in the 
twelve years. 

755. Rellistration of ' Us pendens' .-The Nattukkottai Chet­
tiars' Associntion h .... drnwn our attention to another difficulty under the 
present system of registration of deeds. Particular emphasis is laid 
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-011 the fact thilt there may be orders and judgments of cour~ 

operating as a charge on immovable property and not to be trace~ 
in r~stration offices ; they ask that it should be provided in such caSel 
.that. if a memorandum of the suit or proceeding is not left with thE 
registrar and registered. the doctrine of lis pendells which would 
invalidate dealings with the subject matter of the suit by subsequent 
·.bona filk purchasers or mortgagees for value. who have not had notice 
oJ. the suit or proceeding. should not apply. The essence of the 
~octrine of lis Penlkns is that he who during the pendency of a suit 
purchases or accepts a mortgage of any part of the subject-matter is 
held bound by a decree that may be made in that suit against the person 

-jrom whom he derives title. - Thus an innocent purchaser unaware of 
the suit may lose all the money advanced by him. But this doctrine. 
which has been imported from England. was modified in England by 
statute in 1839; section 7 of 2 and 3 Vict. Chapter XI provides that 
l~ Pendens will not affeet purchasers or mortgagees without notice 
unless it is registered and re-registered every five years. Provision is 
made by 23 and 24 Viet. Chapter 115 section 2 for the entry and issue 
of certificates of satisfaction or discharge of lis pend .... on the filing of 
acknowledgment or order of Court for vacating registration in case the 
court is satisfied that litigation is not prosecuted bond fide. These 
registers are. open to search by intending purchasers 00 payment of a 
small fee. Section 52 of the Transfer of Property Aet relates to Ii. 
Pend""s and was amended in some points in 1929 ; but it still does not 
provide any relief to bonti fide purchasers for value. The above 
modifications of the law in England have nol been introduced into 
India or Burma. where the law is as it was in England before the 
passing of the 1839 statute. We are of opinion that the risk of hardship 
to bona fide lra,nsferees for value without notice Pendellie lile ought to 
be diminished by requiring a lis pendens to be registered; and we 
recommend that legislation should be undertaken in India and Burma 
to modify the law on the lines of the English statutes referred to 
above. 

756. Searches in Registration Offices.-In Madras any 
person may apply to an office of registration of deeds for a search to be _ 
made on his behalf to discover all the registered incumbrances resting upon' 
a specified piece of property or al\ documents executed by or in favour of 
a specified person. A certifiClite of encumbrances or a list of documents 
discovered is given in prescribed form to the applicant. the forms of 
certificate and list bearing declarations that the Registration Department 
incurs no responsibility for any errors in the certificate or list given.· 
Rules and instrueti9DS relating to the system have been copied from the 
Madras Registration Manual and reproduced in the second volume of 
this report. The lnspector-Generai :of Registration in Madras. when 
consulted about the matter. said the system works wen; few omissions 
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in the certificates or lists have been brought to notice, and civil-courts 
babitually .-ely upon the certificates in suits relating to holdi~gs oflancf 
above Rs. 100 in value. The Nattukkottai Chettiars' Association and 
others have asked for the system to be introduced into Burma. The 
last Inspector-General of Registration, Burma, stated that he saw no 
objection to trying the system in Burma but he would like divisional 
-commissioners to be consulted first, both as to the advisability of 
introducing the scheme and as to the fees to be charged. 

757. We suggest that the scheme should be tried first in sub­
'registrars' offices al district headquarters in the pegu anti Irrawaddy 
divisions, where the registration staffs are generally likely to be 
able to -carry out the work, and at Mandalay and the headquarters of 
one or two other districts in Upper Burma. After two years' experience 
extension could be considered. The fees might be at double the 
preseot rates for search fees but without aoy maximum limit. 

758. Reaistration OUiceS.-A difficulty still experienced in 
some parts of the country arises from the frequent al>.ences from their 
headquarters of registration officers who are also township officers and 
must go on tour to carry out their various duties. Even when these 
officers IU'e able to publish notice of their expected tours some time in 
advnnce, partie. eoming 'from distant villages cannot generally learn 
the days on which the officer proposes to be at headqoarters, and must 
commonly make one journey at least without finding him. Moreover 
the officer is often called away unexpectedly. In the delta aod all the 
busiest registration-offices the difficulty bas been overcome by the 
appointment of non-official ioint sub-registrars; but Ihese have nol been 
appointed in some other offices where a separate salaried clerk cannot 
be pro\'ided. It is not a satisfactory arrangement that the sub.rej,,<istrar 
should do his own copying; his handwriting is apt to be bad and the 
checlrinR of his work defective. But in some offices where there is not 
sufficient work lor a special clerk a non-official joint sub-registrar might 
be appointed to attend on one ref.,ru1ar d:\y every week. hi~ clerk being 
p.~id by fees as in some offices now. The objection to a clerk serving 
two masters could be minimised under this plan by suitable arrange­
ments between the sub-registrar and the township officer. An office 
open certainly once a week would be more useful to the public than one 
open twice as often on uncertain dates; and some persons. unsuitable or 
unwilling to be non-official joint sub-registrars at busier places, might be 
suitable or willinl! to work on these terms. 

• 759. \\'e recommend that this plan should be tried at some existing 
offices, and also that with its aid should be studied the possibility of 
opening offices at those to\\'Dship headquarters which are not already 
provided with a registration-office and are more easily accessible from 
most parts of their township than is the present registration-office. 



760. Court-fees,-The cost of Iitigati~n to re';over loans is generally 
-considered to be too high. From evidence before us it appears that it 
costs Rs. 200 to recover Rs. 1,000 and Rs. SO to recover Rs. 100. The 
N attnkkottai Chettiars' Association has suggested that the collection of 
court-fees in instalments furnishes a means to reduce the costs of some 
cases which take up a particularlv small amount of the time of the 
courts. The Association expressed its view as follows :-

Most of the pronate and mortgage suits are simple in nature and 
do not occupy much of the time of the Courts. The present scale 
of the Court fees on pronotes and mortgages hits hard the borrower 
or lender. Bankers, traders and poor land-owners suffer. It is 
suggested that the court fees ought to be ordered to be paid in three 
instalments. A third of the prescribed court fee may be ordered to hi: 
paid at the tigte of filing the plaint. If the decree is passed u­
parle no further court fee for the suit should be collected. If there 
is a contest, a second instalment of one-third fee may be collected 
before framing issues. if there is a settlement of the claim and if 
the contest is given up, no further fee should be charl(ed. The 
third instalment may be collected before proceeding to trial. The 
Taxation Enquiry Committee recommended the above principle but 
it was in favoar of collecting the fee in two instalments. It is 
submitted a change in the Court Fees Act ptescribinj( the above 
three instalment system would be equitable. On an average 
promissory-note suits and mortgage suits take comparatively legs 
time of the courts thaD other suits ; and redDction of court fees on 
these snits is justified. 
761. In no other class of snits are confessions SO general as in suits on 

promissory-notes and mortj(ages. Even in the other suits to which 
order 37 would apply if its scope were extended as we have recom­
mended in paragraph 720, the proportion so determined is not SO large_ 

762. Accordingly in view of the importance of developing banking 
and sound credit facilities in Burma, and in agreement with the 
principle advocated by the Taxation Enqniry Committee, we recommend 
adoption of the Nattnkkottai Chettiars' Association's proposal that court 
fees in suits on prQmissory notes or mortgages shonld be payable in 
three instalments as described abo"e_ 

763. Registration-Fees. -We consider that the fees for regi~ 
tering a deed of release from a simple mortgage or a reconverance of a 
usufructuarY mortgage should, at least outside Rangoon, be kept as low 
as possible. As the practice of DSing such deeds would simplify the 
investigation of title in land offered as security for an advance. it would 
eventually reduce the risk and cost of these advances, facilitate the 
financing of agriculture and help in depressing the general level.cf 
rates of interest. The present practice of merely giving the mortgage­
deed to the mortgagee, after tearing out the King-Emperor's head 
from the stamp, is encouraged by the expense of registration; whatever 
is possible to promote a better practice should be done. Registration 
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must necessarily give trouble to the parties by requiring attendance at 
the registration office; but a reduction of fees would be useful in 
popularisin~ the use of the deeds in question. A separate'recommenda­
tion will be made with regard to stamp-fees; at present only 
registration fees are to be considered. .Seeing that in every case in 
Lower Burma and in most in Upper Burma a fee has been paid for 
registering the original mortgage, we recommend that no fee at all 
should be charged for the registrations in question when they are 
effected outside Rangoon and relate to property outside Rangoon. As 
non-official joint sub-registrars are remunerated with a share of the 
registration-fees, it may be feared that abolition of the fee would lead 
in some cases to carelessness with regard to these documents and delay 
in attending to persons presenting them; we do not share this fear 
because in many cases the sub-registrar will still draw the maximum 
remuneration of his post. Moreover a remin4er of the consideration 
that a fee had been paid for the original mortgage would operate in 
combinatiol)' with the ordinary sympathy for a borrower to prevent 
such an abuse. But if Government for any reason hesitates about 
abolishing the fees in question entirely, it should fix them at one rupee, 
which is reckoned to be the average aetnal cost to Government of a 
registration. As there has been some controversy recently as to the 
fees authorised for registration of re-conveyances, we consider that an 
explicit statement of the fee should in any case be inserted in the 
Table of Fees.· 

764. We recommend accordingly a notification that for the registra­
tion oul<ide Rangoon of a deed of release from a simple mortgage or of 
a reconveyance of a usufructuary mortgage the fee shall, if all the 
mortg:\l(ed property is ootside Rangoon, be nil, sabject to provisions that 
a fee of one rupee shall be charged for every memorandum of such a 
docnment forwarded to another office under sections 64 to 67 of the Act 
and that for every copy of such a document forwarded to another office 
under those sections there shall be charged a fee in aCcordance with· 
Article Aor B of the Table of Fees. subject to a maximun of Rs. 10. 
It is not necessary to require in this notification that the original mort-·. 
gage shall have been registered; • deed of release will not be tendered 
for registration otherwise. 

765. \\' e further recommend in the same connection~hat Article B 
of the Table of Fees should be snpplemented by a pro~'ision that the 
registration fee le\'iable outside Rangoon upon. receipt acknowledging 
p.'lyment by the mor~':lgor of money due onder. mortgage of property 
entirel)' outside ~'Oon should be as for a mortgage of the same 
amount but subject to • ma.'timum of Rs. 2. This is the rate in force in 
Madras. 

• This has '-" _ si .... ~ tbe Committee -"'tOt of this pangnph.­
Cidi ...... 

22 
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766. We note in passing that while we were at work proposals to 
enhance registration-fees in general were made. We took the matter 
up with the Inspector-General of Registration, Burma, and we under­
sjand that in deference to the representations made by ourselves and 
some others certain of the proposals were withdrawn. In particular we 
advocated that no enhancement of the fees for registering documents of 
a value below Rs. 5,000 should be made, except by the establishment of 
a minimum fee of one rupee, which we understand is roughly the cost to 
Government of registering a document. * 

767. Stamp-duties.-We recommend that the following reduc­
tions of certain stamp-duties should be made :-

(0) The stamp-duty for a mortgage with possession should be 
reduced to be the same as the duty for a mortgage 
without possessioil. 

(b) The'stamp-cluty for a deed of release for a simple mortgage 
should be as for the mortgage subject to maximum of 
two rupees. 

(c) The stamp-duty for a reconveyance of mortgaged property 
should be -as for a mortgage of the same amount subject 
to a maximum of two rupees. 

768. The first recommendation was made in 1926 by the Indian 
Taxation Enquiry Committee t. The second is made for the reasons 
given in paragraph 763 for the reduction of the registration-fees 
for the same. documents. The third recommendation has been substi­
tuted for the Taxation Enquiry Committee's proposal of two annas per 
Rs. 100 ; the change is made to be parallel to the second recommenda­
tion. the difference of financial effect being really negligible while the 
maximum is ,ouly two rupees. 

769. In addition a recommendation has been made in paragraphs 
343 to 346 for the reduction of the stamp-duty on bills of exchange and 
hundis not payable on demand. 

• 770. Other Legislative Proposals.-Some other legislative 
or administrative proposals will be found in other chapters of this report 
dealing with special subiects ; e.g. paragraphs 191,349, 413 and 577 . 

• Just before our work finished Government sanctioned a smaUer enhancement 
than had been originalJy proposed. 

t Report Volume. pages Z23. 224. 
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CHAPTER XVIU.-MlscELLANEous. 

771. Civil Order and Education.-After the maintenance of 
'Order the prime need of the country as a preparation for the develop­
ment of banking is the extension or primary education, both literary 
and general. at least • to all of either sex in the, social grades of those 
who can save or are engaged in production transport or trade otherwise 
than as wage-earners. This is a point which need not be discussed 
further here; it is mentioned only to prevent it from being overlooked. 
Similarly \ve do no more than mention the special' importance of the 
education of the girls, success in educating each generation depending 
so much upon the education of its mothers. 

772. Health and Efficiency.-Following close upon education 
'in importance are all measures to improve the health and efficiency of 
the people. Such improvements have an obvious bearing on the risk 
attached to loans, and they even improve the circumstances of loans 
which are amply secured upon material property; no banker wants the 
trouble of enforcing his security, and the longer his clients live and 
nmain efficient producers and earners unhampered by ill-health the 
less likely is such a contingency to arise. By reducing the l~nder's 
risks a possibility of reducing rates of interest is offered. 

773. Buddhist Wills.-The collection of capital in Burma is 
'Obstructed by the inability of Burman Buddhists to make wills. A 
,frequent result' of the enforced division of the property of a deceased 
person is that its value gets broken up into parts which are separately 
too small to be of much use where there are no banks. to collect them; 
often the shares are frittered away as described in paragraph 114· 
through investing in some wasting property without providing for 
depreciation. Many more inheritances are dissipated in the Iaw-courts 
tban is the cnse in countries where wills are Jnade; legal disputes 
amongst the heirs of a person of substance almost invariably arise. 
Again, as in all eouotries in which intestate succession prevails, parental 
control is weakened and thrift is discouraged. Children, !mowing they 
an not be deprived of their share of the property are more apt to 
be .... ome rebellious or spendthrift ; even in the lifetime of one 01 the 
parents a partition of the estate is oft~n eff~. The elaborate 

• Tbf' minimum ~ docs not imrl~' a desire to limit aJW eztensioa which 
IDa)' be _ftC! on _ grounds. 
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partitions of property in land under Buddhist law also cause a large 
part of the difficulty of in'stituting a system of registration of titles ir 
land. 

774. In 1882 and again in 1907 there was agitation amongs 
Burman Buddhists for the power to make wills. The question wa, 
revived again by the Young Men's Buddhist A.ssodation in 1916 anc 
Government made fresh enquiries; but the matter was not brought te 
~ny definite .conclusion as Government thought it should wait till tlte ne" 
r-egislative Co»ncll h,,4 beel! inaugr"ted. Since th.at date questions 0" 

the subject have "een aske4 in the !lew Council ; resolutions have alse 
been. proposed but in one way or apother have failed to be moved. 
We recommend that a report upon the discussion of 1916·19 should be 
prepared by some person well acquainted with Buddhist law and 
·Bu.r~se tradition alld the law regar4ing wills made by non- Buddhiste 
in Burma, and that this report should be published with a summary 01 
the previous discussions, so that the matter may be reconsidered. We 
think it is likely that fresh enquiries after the previous discussions have 
been studied will reveal that opinion is generally in favour of giving the 
power. Evem Il.OW it seems to be only Bur.man (and perhaP'l other 
jJldijtenous) Bu4dhists who lack the power ; other Buddhists are said to 
lJave it "I ready. 

175. Study of Banking and .Accountancy.-There are 
in Rangoon two accountancy schools recognised by the Accountancy 
Diploma Board, Bombay, an4 instruction in accountancy is offered in 
some other institutions. The development of the study of banking in 
Rangoori University through the gift of the Chettiar community has 
already been mentioned in paragraph 438. 

776. Price Statistics.-We have used in paragraph 43 some 
index-numbers of prices in Rangoon. We think the Director of Statistics 
(Burma) should be enabled to prepare and publish these index-numbers 
for twenty years back on a broader basis and afterwards should publish 
numbers in the same series for each year as it passes. 

777. Transfer of Property· Amendment Act.-We have 
observed that the existence of the Transfer of Property (Amendment) 
Act, XX of 1929, and the Transfer of Property (Amendment) Supple­
mentary Act, XXI of 1929 is known to only a few outside legal circles, 
although so large a number of the cultivating class are interested. We 
think Government should give publicity by explanatory articles in the 
HtlJdman's Gazette and in other Burmese and Tamil newspapers to some 
of the main provisions of these acts, e.g. the ,ro"iso relating to con­
ditional sales which is added to section 58Cc) of the original Transfer of 
Property Act, 1882. 
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. 778. Foreign Banks.""-In India proposals have been made fot 
!he protection of Indian banking, meaning that banks managed by 
Indian9 should not be subjected td the competitiOB bf foreign bankS, 
In these proposals the term foreil1,tI bank includes banks incorporated in 
the United Kingdom and the Btitish colonies but not European­
man~ed or any other banks incol'pDrated in India. But (as we have' 
pointed out in paras. 8,69 and and 424) the term India is. ordinarily 
med in BUrma 90 as fo exclude Burma, and the term indil1,enolli 
cannot be properly applied to the Chettiar community in Burma. 
In the event of Burma being politically separated from India, 
banks in Burma which have been incorporated in India will thuf be as 
foreign to Burma as banks incorporated in England or elsewhere. But 
we are opposed to protection for the present; we think that in Burma 
at the presenf time it would be detrimental to the ~neral welfare oil 
the country. The agriculture of Lower Burma and mnch of its trade 
and ind,!stry are relying at present upon foreign capital. 

779. Foreign Insurance Companies.-Objection has been 
raised in some quarters to the effect of the operations in Burma of life­
insurance companies belonging to other countries. It is feared that 
they will use the funds collected in Burma to invest in other countries 
and will thus tend to drain capital out of Burma. We do not think 
any fe,U" on this ground need be entertained. While Burma is so 
undeveloped financially that it cannot offer suitable investments to 
insurance companies, the advantages of having outside investments 
available outbalance the disadvantages of foreign investment because 
the provision of life-insurance is only thereby made possible. When 
Burma offers suitable investments they will be taken up as a matter of 
Course by insurance companies operating in Burma, unless the rate of 
interest obtainable is lower than that obtainable elsewhere; but that 
will mean the shortage of capital has been overcome. The need in 
Burma for the development of insurance of aU kinds is so !(reat, and 
the possibility of Burma companies supplying it in the near future is 
so small that nothing should be done to restrict genuine and safe 
insurance business in any way. 

780. CurrenCy.-In case Burma is separated politically from 
India we presume a separate Burma paper currency will be' issued. 
\\'hether I ndian ru~es should continue to be used as they are used in 
Ceylon, or Burmese coins should be issued, \\ill no doubt be one of the 
term' of the separation, to be determined on a balance \\ith other 
considerations. The question of the p.'\per currency is developed 
further in the next chapter. 

781. If in case of Burma remaining bound to India a separate issue 
cannot be arranged, \ye recommend that arrangements should be made 
to provide more accurate statistics of. the paper currency in BIII'ID3e 

• 
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showing the withdrawals I of Burma "notes at all currency offices." 
Burma is so much less intimately connected with the other provinces· 
than they are with one another, and forms so distinctly an economic 
unit by itself that these statistics would be worth the cost of obtaininll 
them. The difficulty· is that some mark would have to be put upon the· 
universal notes issued in Rangoon to allow them to be distinguished 
amongst the notes withdrawn; we think it should be possible to do­
this without any risk of injnring the credit of the notes in India. The 
statistics obtained would still be imperfect as a measure 'of the amount 
of currency in use in Burma, because no ligures would be available for 
the Burma notes taken to India by travellers or by post and still in 
circulation there, or for notes issued outside Burma but brou!(ht ovt!r 
by travellers or by post and still in circulation here. The difference 
of these two errors would not however be too serious to be left to be 
allowed for in any interpretation of the statistics. 

• See paragrapb 90. 
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CHAPTER XIX.-THE ESSENTIAL PROBLEM. 

782. The Problem.-The essential problem of the finance of 
agdcultul'e industry and trade in 'Burma is the reduction of the rate of 
interest. Other matters can be improved; but the reduction of interest -
is the foremost need. and. in conjunction with all that it implies and 
requires. would facilitate improvement in some other directions. 
There may be justification for high rates of interest in the conditions. 
so that relative to those the rates are not high; in that case the condi· 
tions must be changed. There is no room for doubt that rates are 
bighel' than they need be. There a~e of course exceptionally bigh 
rates both in India 'and in Burma for risky loans and in special localities ; 
but. excluding these and considering only the ordinary rates. tbe 
comparison made when treating this subject in paragraph 121 showed 
that the ordinary rates in Burma are m'lch higher than those in 
India. 

783. Another interesting 'comparison is afforded by the Ceylon 
Money Lendinl( Ordinance., No.2 of 1918. In connection with some 
provisions similar to those of the Usurious Loans A.:t of India and 
Burma. it provides that if the interest upon a loan exceeds a certain 
rate it shall be deemed usurious unless the lender shows cause to the 
contrary. The rate so prescribed varies with the size oLthe loan; for 
lOans between Rs. 100 and Rs. 2.500 it i~ 18 per cent per annum. 
while for loans above Rs. 2.500 it is 15 per cent per annum. The 
ordin.'\nco says nothing in this connection about security. It is evident 
that Rs. .1'25 to Rs. 1'75 per cent per mensem. which are the ordinary 
rates for mortgage loans in Burma. would be regarlild in Cevlon not 

·me:ely as high but as usurious. 

• 784. A Difficulty of the Discussion.-So much of the finance 
of agriculture industry and trade in Burma is supplied by the Chettiars 
that a discussion of the hij(h rates of interest must inevitably appear to 
be a complaint against the Chettial'S. We are anxious to make clear 
from the beginning that we are not offering any moral judgment. 
v.' e regard the matter as the result of the interplay of non·moral 
economic forces. and we think it is only possible to solve its difficulties 
by approaching it in a pnrely scientific spirit. We e.'<Press no animus 
",hatsoe\'er against the Chettiars. even if we assert that the prevailing 
rates of interest are too hil1h and are maintained by them. Indeed we 
admit the claim that the' C .. dtiars have reduced the pre\-ailing rates in 
Burma. The rate Qf inteNSt has always fallen in the past in any place 
in which the CheUiars ha\'e established themselves.. High as are the 
present rates, they are less high than they would probably ba\'C been 
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without the Chettiars. Moreover the rates charged by lenders who are 
native to Burma are generally higher than those charged I?y Cbettiars, 
and we are dealing with those as well as the Chettiar rates; it is only 
the large share whichJhe Chettiars have in the business which brings 
them forward so much in the discussion. Rates are even higher in 
Upper Burma where the Chettiars are less prominent than in Lower 
Burma. 

785. Reasons for the High Rate of Interest.-Amongst 
the reasons for the high rates of interest in the past are most of the 
circamstances described in Chapter IV amongst the causes of indebted­
ness. Six reasons which may be selected as of primary importance 
to-day are (i) traditions of earlier times; (ll) the newness of Lower 
Burma; (iii) scarcity of non-Chettiar capital; (iv) seasonal employ­
ment of capital; (v) omission to create credit; (vi) the risks of the 
lenders. 

786. Traditions of Earlier Times.-Under the Burmese 
kings a certain amount of borrowing went on although a money economy 
was not established. There were many loans on a produce basis as 
well as some cash loans. Owing to the dearth of capital and the 
disturbed conditions in the later part of Burmese times rates of interest 
were high. Thus in more recent times the rates demanded by lenders, 
although so much higher than those paid in India, did not seem unduly 
high to the borrowers, who were therefore ready to pay them. 

7137. The Newness of Lower Burma.-The rapid develop­
ment of Lower Burma in recent times has been brought to notice in 
Chapters II and IV. In the early stages of that development the risks 
and the shortage of capital justified high rates of interest. Later when 
the Chettiars were going about in the delta, inviting and ecouraging 
people to borrow~capital was not really scarce in relation to the 
demand; but the demand was artificially stimulated, and nearly all the' 
capital was in the hands of a comparatively smaIl group which was 

. accordingly able to dictate the rate of interest. The borrowers were 
partly bewildered by the sudden change to a money economy and 
dazzled by the rise of paddy prices, and they tiad such confidence in 
their prospects that they did not demur. As time went on the force of 
custom maintained the rates, &upported as it was by a sustained demand 
and by the circumstances that most of the capital was in the hands of a 
small class, that lenders of the borrowers' own race charged higher 
rates, and that still higher rates had pr~'lliled in earlier times under 
the Burmese kings, and still prevailed in the (; pper Burma villages 
from which many of the borrowers had migrated. 

788. Scarcity of Non-Chettiar Capital.-The Chettial'!l 
are justified in their claim that they have supplied the capital required 
to develop Burma, and that no other agency has yet appeared that ... as 
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-able and willing to supply capital as they have done. But it was inevit, 
able that. the monopolistic position they acquireJ should keep up rates 
of interest which were supported by tradition and by a strong demand. 
Their profit bas been due partly to their compact organisation and their 
general financial capacity. By cbarging less than bad been paid before. 
they secured their choice of borrowers, leaving those wbo required 
-closer Bupervision to the Burman lenders living in closer proximity, and 
having the benefit of contrast with the higher rates cbarged by these 
lenders .• Because of this shortness of other capital the Chettiars are 
able to make agreements amongst themselves in many towns as to the 
minimum rate of interest for secured loans. And we recall the claim 
-of the Chettiars that they do not enhance their rates of interest for 
agricultural borrowers when the Chettiar current rate and Ihavanai rate 
rise. A lender who can ignore chanlles in the cost of his working 
capital must be in a strong position and be taking a good marllin when 
that cost is low. There is ample evidence, that the margin has been 
good, in the large houses the Chettiars have built for themselves in 
Chettinad and in the increase of their capit11. 

789. In Upper Burma the Cbettiars have played a smaller part than 
in tower Burma; apart from any monopolistic effect, the demand for 
capital for the country's continued development, of which some account 
has been given in Chapter II, has been sufficient to maintain the rates 
wbich tradition approved. 

790. It was not possible for Burma to collect for herself all the 
-capital needed for her rapid dt;velopment. Denmark is the favourite 
example of enlhusiast. for co-operation and self-help; but Denmark 
helped herself to build up her great co-operative organisationby foreign 
c.,pit.-.l. Denmark sold the bonds of the land-mortgage banks, which in 
that 'country are the chief sources of agricultural finance. in Paris, New 
York and London; audeven engaged to pay the interest and principal of 
some of the bonds in the currency of UlOse places. Burma would have 
had greater difficulty than Denmark. even if this plan had been tried 
bec.,use so much further removed from international sources of capit.-.l. 
Burma bas had also the difficulty arising from frequent dh'ision of 
property under the Buddhist -Ia\\ .. of inheritance. It was fortunate for 
Burma that the large Chettiar source of capital was available. and 
perhaps it \VIIS really fortunate that this source was administered so as 
to build up reserves ..-ith which it could enlarge its supply. But Borma 
has not done what she could to collect and mobilise her own capital, 
and this failure has stren~hened the Chettiar control of her a~cultural 
finance. 

;91. Seasonal Employment.-To some extent the charges 
for CheUi,,1' loans were enhanced through the seasonal character of the 
.demand. It is doubtful whether this character is, now of any 



importance to Chettiars. The seasonal variation is not so large as 
before in proportion to the continuing loans. and the organisation of 
the Chettiars enables them to transfer their funds from mral parts of 
Burma to the towns and from Burma to other countries so as to find 
employment for them without serious irregularity. The seasonal 
demand does however affect other lenders by requiring them to get ill' 
part of the year the yield of much of their money for the whole veal' ; 
it thus weakens still further the competition against the Chettiars. 

792. Omission to create Credit.-The principal functions of 
banking are (a) the collection of monetary capital; (b) the lending of 
such capital to assist trade and industry; (c) the transfer of rights to· 
money from on" place to another; (d) the creation of credit to extend 
and cheapen the supply of monetary capital. Of these the last is the· 
principal means of economy in financing the activities of communities 
which are advanced in banking. This economy is effected through 
the creation of credit in the following ways :-

(j) by receiving a deposit of money and lending out a part of it 
while stin undertaking to repay the depositor on demand; 

(ii) by accepting as deposits cheques and cash drawn against 
loans and overdrafts * ; 

(iii) by issuing currency-notes and bank-notes. 
The last way is used in Burma only by Government itself in its issues 
of paper currency notes and of silver mpees. which are in effect 
currency notes made of silver; no credit is thus created except for the 
benefit of GoverJlment. Outside Rangoon the use of the other two 
ways is almost confined to the five branches of the Imperial Bank, 
eight branches of Dawsons Bank, one branch each of the National 
Bank and Chartered Bank, and the Bank of Upper Burma. Thus out­
side Rango'on the benefit of creating credit is almost restricted to 
Government. The importance of this is increased by the co-incidence,. 
noted in paragraph 94, of the season of maximum net collections 
by government with the season of maximum need for credit and 
currency . 

• When a bank grants a loan it shnw5 a deposit of the same amount in the 
borrower's account; the credit so created is immediately cancelled because the 
borrower naturally c!raws out all this deposit at once, having adju!ttcd his loan to his 
needs SC) as to keep down the charges for it. But the cheques drawrt against that 
deposit or against an overdraft, being paid in to the same or another bank, are accepted 
as deposits; although this practice is not in ·any way unsound the deposits 90 created 
are in a sense fictitious, except to the eItent to which tke cash reserves of the banks­
are increased to correspond to the increased total of deposits. These fictitious deposita 
disappear when the ad,,'ance is repaid. If the borrower takes cash instead or making 
payments by cheque the same effect arises in respect of !{o much of the cash as is 
returned to one or other of the banks. In Burma this creation of credit is limited by 
the practice of the borrrower for persons to whom the credit is passed on' drawing 
cash for payments to people outside the haoking ,,,"Stem, and therefore is of no 
importance outside Rangoon and restricted even within Rangoon. 8ut in a country; 
in which bankin~ is widespread and cheques form a large part of the currency the 
credit created in this way is or great imporlance. tNole added by Chairman.) 
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793. Risks of the Lender.-Amongst the risks of the lender 
must be reckoned certain disqualifications of land as a security. Land. 
is excellent security at ordinary times if the borrower's title is fully 
established. But as careful exaniination of title has not been in vogue 
amongst rural leuders, losses through defective title have not been 
infrequeni. Further, in a year of poor yield or low prices, when a 
large amount of land within a nan'ow region falls into the hands of 
lenders at one time through numerous defaults of the borrowers, there 
is difficulty in realising it. This, and the risks affecting both production 
and marketing during the long period required to produce a crop, are 
the reasons in all countries for the scarcity aud dearness of capital for 
agriculture *. These risL'S include cattle-disease and cattle-theft, the 
borrower's ill-health or early death, ill-health of the borrower's family 
or employees. all the risks of climate pests and other physical factors 
affecting the harv('sts. Progress in education and health administration 
and agdcultural technique are needed to nleet these risks. In addition 
there is the casual attitude of Burman borrowers towards arrangement 
of their affairs with a view to the repayment of their debts. We have­
already, in paragraph 116, expressed onr view that this character is a 
temporary effect due to easy credit from an Indian source' without 
adequate control; edncation, the incnlcation of habits of thrift and the 
institution of control by lenders should be effective in removing this, 
though the removal will naturally take quite two generations. 

794. Vicious Circles.-UnfortunatelY the high rates of interest 
to which the risks of the lenders give rise are themselves the causes of 
enhancement of some of those risks. 

795. I n the first place the borrower at high interest more readily 
finds himself unable to P'l), the full amount of interest; and in that case 
is e.~sil)' discouraged from paying any at all. \Vhether he pays or does 
not p.~y what he c.~n, the compounding of large amounts of interest, also 
bearing interest at a high rate, makes a second default happen still 
more e.~sil)' ; and after that the difficult~' accumulates rapidly. We have 
already mentioned in paragraph 1:!1 the difficult)' of agriculturists ~;ng 
stale lo.~ns at high rates of interest. It is evident that by these high 
rates lenders tend to injure themsel'"es; they cannot get out of the 
borrower altogether more than he earns above the miuimum subsistence 
le\'el, and they cause a psychological effect of discouragement. 

796. Another serious effect of the high rates of interest is that the 
borrowers accuse the lenders of greed, and for that reason are 
more re~dy 10 take ad\'3ntage of Ihem, and less re.~dy to make an effort 
10 maloe rel,'1,lar (\~ym .. nts, while the public, laking the same \;ew, are 
sympalhdic with the borrower in alI difficulties between borrowers and 

• .A~"ic,.''''~ .,.d ,It" EOlIft'.ii" Cn'~-s.. issued b" the International Economic 
ConI ......... .., '" ,II< LoallUe 01 Notions (l927} _ 18. . 
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lend'ers. The effect is greatly emphasised when the majority of the 
lenders belong toa foreign race which is regarded with contempt by 
the borrowers, speaks a language which none of the borrowers ever 
trOl:bled to understand and can only speak the language of the borrowers 
with serious defects of articulation as well as of syntax; all this goes far 
to increase the risks of the lenders. 

797. A second vicious circle appears in· the failure of Burma to 
accumulate its own capital. So long as such high rates of interest are 
payable for loans, the ordinary accumulation of capital cannot be on 
such a scale as to offer serious competition with the Chettiars and bring 
down their rates of interest. But competition would be the most 

. effective way of bringing those r:ttes down. 
798. A third vicious circle appears when the matter ·is viewed from 

a position outside the special field of banking. The use of improved 
. cattle, manures, improved strains of seed and improved methods, 
perhaps the introduction of new crops in areas now restricted to one: 
an these will increase the. cultivator's power to pay for his finance. 
Thete is also the more general aspect of the problem which takes 
account of health and education, these being undoubtedly two of the 
most important factors in the problem. There is further the unduly 
large expenditure in supporting pongyis on a scale of comfort above 
that of most of their supporters ; and wastefulness of trifles, ostentation, 
improvidence, failure to provide for depreciation of cattle and imple· 
ments have all played their part in company with other things in bring. 
ing about the present state of affairs and call for remedy. On further 
analysis, however, the principal defects can still be resumed under the 
four heads of educatiou, health, technique, finance. Various agencies 

. are struggli!,g to deal with the first three heads ; but all are handicapped 
by the financi\ll difficulty. The cultivator lack.< the money to make 
advauces in education, health and technique ; and he: cannot afford to 
pay the high rates of interest incurred in borrowing that money. On 
the other hand without making those advances he seems doomed to 
continue lacking the money he requires to make them. 

799. Some General Considerations . ....:1t has often been said 
that a reduction in the rate of interest will lead only to a more expensive 
mode of living. But better farming, better business and better living are 
all required fO£ rural life. So far as tenants are concerned any savinI( 
of interest will probably be transferred to reut ; their problem must be 
treated separately. * and is no reason for neglecting tbe cultivating 
owners whom it is the policy of the Government to maintain. In SO 

far too as a saving of interest leads to higher expenditure, it also allows 
greater elasticity in expenditure, though education will be necessary to 

• See pangrapb 178. 
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make that useful. But a mere reduction of interest without other­
changes i. an impossibility ; it would merely make 1endiIlj( unremunera­
tive and bring agricultural credit to an end. Measures oWst be taken 
to reduce the expense and risk of the lenders; and at the same time 
the rate of interest which itself adds to that risk must be reduced as far 
as the improved methods seem to J;lCrmit. 

800. It seems at lirst that lenders would suffer loss of profit if the 
rates of interest were generally reduced ; but, if at the same time a 
sense of responsibility for repayment could be given (or restored) to· 
borrowers, the lenders woold lind compensation in the reduction' 
of losses and in the smoother running of their business with less arrears . 
and less recourse to law for enforcing their claims. They cannot really 
expect to get always the same profit as they did in ~ome years when 
agriculture was flourishing vigorously and rapidly extending '; but they 
can hope to get a satisfactory profit and to get it steadily, and in the 
long run ther would probably get, bv their share in the general 
improvement of agricultual conditions, more profit than in the past. 
And they would get it under better conditions and Without any fear of 
boycotts and other violent measures which have occasionally been 
threatened. 

801. From the point of view of the lenders the situation is in fact 
the s. .. me as that which follows a boom period in every business. 
During the boom extravagant methods are tolerated; but when a 
difficult time comes reforms must be introduced to prevent these 
!nethods from ruining the business. The present movement for the' 
.. rationalis. .. tion .. of maoy industries in western Europe is an example 
of this. Much of the risk of lending in Burma has been due to bad 
practkes of the lenders. There has been no distinction by lenders 
between cultivation e."penses, long-term loans. fixed capital and emer­
gency neerls ... There has been no care t. .. ken to see that there is a 
profit.earning acth-ity in the background of a loan and no attempt to 
mark out a source from which the interest and repayment of a loan will 
be provided. There has been no attempt by lenders to encourage 
improved husbandry by the borrowers. There has been no practice of 
takiug repayment of loans by instalments at ~h harvest so as to help 
the borrower build up a better position. 

802. The Point for Attack.-We have pointed out the fouriold 
nat...-e of the problem in its aspects of health, education, technique and 
finance, and we have drawn attention. to the dependence of measures 
under the first three heads upon advance under 60an0e, and of this 
ad'"Ul.-e upon improvement under the first three beads. 'We suggest 
tb. .. t the solution of tbe problem is to be effected by pl"O\;ding a ne~ 
banking organisation and reduciIlj( some 0( the lenders' risks. 
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803. Reduction of Lenders' Risks.-The most obvious meaD! 
of reducing the risks of lenders are the rigorous selection of borrowers 
close examination of the purposes of loans, preference to loans fOI 
productive purposes, care to see that loans are used for the purpose. 
for which they are granted, the restriction of loans according to the 
paying capacity of the borrower, and (subject to special circumstances) 

_ insistence at every harvest upon the repayment of crop-loans in full and 
-of a proper instalment of other loans. Proper investigation of title iD 
land offered as security will also be of service ; but it is not of so much 
importance as the foregoing. Borrowers accustomed to the present 
-conditions will not like the more rigorous control by lenders at first, 
but a sufficient reduction in the rate of interest to make it acceptable 

.ought to be possible. It is more difficult to educate the lenders to make 
-them take the precautions suggested ; this must be done throug!l the 
-supply of capital by the new banking organisation. The lenders must 
be supplied with cheap capital on condition that they take such 
precautions as we have suggested to make their lending safe ; they will 
then be able to attract b'>rrowers by low rates of interest and select 
those who submit to the precautions and reach the new standards of 
security. Some reduction of lenders' risks should result also from the 
various measures proposed in Chapter XVll relating to the extension of 

-the privilege of inserting a power of sale in mortgages, various reforms 
in the procedure in civil courts and registration :offices, and improve­
ments in the record of titles in land. 

804. New Banking Organisation.-The spear-head offered 
for the attack upon the prevaling high rate of interest ;s a new banking 
..,rganisation based upon a true central bank which would hold the 
banking reserves of the country, issue the only paper-money of the 
~ountry as its own bank-notes, and provide the desired elasticity and 
mobility of currency and credit. We further propose (a) that a share 
~f the bank's profits should be paid to Government in consideration of 
the right of note-issue and (b' that from that share Government should 
make subventions for a number of years to enable branch banks to he 
opened in important centres thronghout the country. This use of the 
profit of the note-issue is the gist of our proposal. We have difficulty 

- in explaining these proposals further because our wish to delay our 
report until the recommendation of Sir John Simon's commission with 
respect to the political separation of Burma from India is published has 
been denied. We have therefore to deal with two possibilities sepatate­
Iy and to confine ourselves to broad statements. 

805. If there is no separation the central bank mnst be (we suppose) 
whatever is made to be the central bank of India ; the banks to be 
opened \\;th the aid of the subventions would be branches of an 
institution which ma~' be called here the Blmk of Bur",,, and would 
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'increase the resources provided by its own capital by discounting . with 
that central bank, which in turn would hold its bills as cover for the 
issue of bank-notes. If there is separation the Bank of Burma which 
·opens the branches should be thCi! true central. bank for Burma ; a 
country of the' description ·given in Chapter II, with immense natural 
resources, with a total area of 230,000 square miles and extending to 
135,000 square miles even when alf the outlying and backward areas 

. .are excluded, and having. a population of 12 to 13 millions in that 
smaller area, is large enough to support its own 6anking and currency 
system. The position of the Imperial Bank of India, whether separation 
(:omes about or nol..cannot be discussed here although that bank is 
manifestly closely concerned ; the discussion would turn upon the terms 
of the separation or the constitution of the Indian central bank. For the 
present. therefore we use the term Bank of Burma without precise 
.definition, only emphasising that in case of separation it shonld be' a 
bank and not a government department. To reduce the complexity of 
our further explanation of our proposals we are· discussing them for the 
·case of a separated Burma; but we are anxious.to emphasise that the 
plan, with th~ modifications necessary, is proposed also for the case of 
Burma's continued union with India. 

806. The origin of our proposal is our observation that in other 
·countries the general course of banking evolution has been through 
note-issue to deposit-hanking, and that, while deposit-banking suits 
highly developed industrial countries, other countries less highly 
developed generally make a greater use of notes than of cheques. Note­
banking has always preceded deposit-banking because the acceptance of 
bank-notes nlllkes less demand upon the puhlic confidence than the 
.making of deposits snd the acceptance of cheques. The confidence that 
deposit-banking requires can only come after years of sound banking. 
In Burma the 6rst step has already heen accomplished; the people 
J,ave already learned to use Ilovernment's paPe1' currency with 
confidence. But, as we have shown in paragraph 792, the fn1I advantage 
of a paper currency in the creation of credit has not been used since 
GO\'ernment took over the note-issue in 1862. Government haS done. 
sometlting in recent years to provide one bankinR service by its tacilities 
for remittance ; but it has not economised metallic money to any I(reat 
extent, since it still holds a metallic reserve of about 7S per cent of its 
note-issue.· It is true that Government gets front the profit of its note­
issue a revenue which would otltern;se ha\'e to be provided by taxation; 
but, if t1te credit resources of t1te people could have been enlarged as 
(if only the country had been willing some years ago to accept a proper 
p.'lper currency freely, they might have been by a note-issuing bank, the 

• 70 ref cent in Ma",h 1920. and 81 "'" cent in March 1930. On tbe 30th June 
1930 the ref\.~ntage was tll'. of which 20 \Vas gold. the total circulatioo (for aU India) 
on Ihe ",me tt.\te bein~ 1637'5 millinns.. 
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general prosperity would have increased and othet sources of revenue­
would have yielded more without being more burdensome. Govern­
ment might also have had a share of the bank's profit from the note­
issue. In 1926 the Government of India itself recommended to the 
Royal Commission upen Indian Currency and Finance that the note-· 
issue should be passed to the Imperial Bank of India; and the same 
Royal Commission approved the transfer of the note-issue to a bank, 
though they proposed to establish a Reserve Bank for the purpose 
instead of giving the issue to the Imperia. Bank. 

B07. We draw particular attention to the Bank of France as furnish­
ing a useful object lesson for Bul'rna. In France the metallic currency 
is economised by the use of notes, cheque. being used to a far less 
extent. A special character of the Bank of France corresponding t~ 
this- is found.in the special facilities it gives for remittances and for 
discount of bills_of exchange. Bills of exchange are drawn in France­
instead of cheques in settlement of nearly all transactions in which 
not ... and cash are not ased ; and a good authority has recently made· 
the astounding statement that 90 per cent of the bank-endorsed bills 
rediscounted by the Bank of France are for sums of less thau a hundred 
francs, that is to say, less than twelve rupees." In theory the bank 
discounts bills as low as five francs ; before 1914 this limit was equival­
ent to about three rupees, and now it is only ten annas. Another 
important service rendered by the Bank of France is that of the safe 
custody of documents ; this is not. confined to financial customers but is 
open to all at moderate charges. The Bank of France was founded. 
as we are proposing for the Bank of Burma, upon the right of 
note-issue. 

B08. The Bank of Burma should open an office at every important 
commercial centre in the country as soon as could be arranged, under­
taking at every branch all the Government business of the place. 
Bran_ches should be opened in other district headquarters too as might 
be convenient, and energetic efforts should be made to provide ample 
facilities for the deposit and remittance of money and for loans for all 
legitimate purposes at the lowest practicable '!'tes, while still economi­
sing the metallic currency as much as possible by notes and current 
accounts. We place special emphasis upon the facilities for remittance 
because we expect that for some time notes will continue as in France 

• The statement was made by W. T. Hart in ea"lal, 9th January 1930. We find 
it difficult to accept this high figure of 90 per cent, although the French banks have 
the practice of selecting all their shortest-term notes for rediscoont. The correct 
figure is certair.1v high all the same. It is said that in the Bank of France in 1912 the 
Dumber of bills of exchange under 100 francs (then about 60 rupeesl wa.", 21 per cent 
of the total bills discounted tForeigN Banki"g SyJlems. edited by H. Parker Willd. 
1929. page 5591 Also that in 1913 at Paris alone 9'0 million bills were discounted 
and of these 4·6 millions or 50 per cent were under 100 francs. or Rs. 60. lHutory 0/ 
Madan Banks 0/ Issue by C. A. Conant. Sixth edition. 1927. page 70.) See also Scalluh 

. Ballkers' Magazi"e. July 1929, and K. Le Cheminanl's Forelg" ana ColONial Bankmt 
Systems. 
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to be used more than cheques. Good facilities for remittance are as 
important to a couutry' as good commuuications. As in the Bank of 
Frauce every branch of tpe bank should be ready to discount ev~ very 
smaU bills provided they bear the requisite signatures. There would 
be no need to cut profit too fiuely; a prosperous bank, strengthening 
Its capital structure by accumulating a large surplus out of earnings, 
acquires stability which creates public confidence iu it and enables it 
to serve the country better than a bank which is not making a profit. 
Government should keep enough control to see that the bank makes its 
profits wilh its customers instead of only oul 01 them, and should 
take a share of the whole profits ia recognition of the privilege of 
note· issue. * 

809. It will naturally" be asked whether a bank could do sufficient 
business to bear the cost of establishing SO many branches. We think 
there need be no' fear about this. Crop·loans will always expand as 
much as the service of long.term loans permits the cultivators to 
b\lrrow. Improvement in agricultural technique will demand finance 
a. soon as there is any possibility of getting it. In addition there will 
be a greater development of bankinl! for internal trade, not ouly because 
facilities will be available, but also because the agriculturists, who form 
the bulk of the population, will be spending more to maintain a higher 
standard of living. Now even in the present dismal year of 1930 the 
average Rangoon price of boat·paddy for January to March has beeD 
Rs. 137, and' only for very distant places or inferior grain can so Jow 
an estimate as Rs. lOS per 4,600 pounds of paddy be made for the 
average future local price of paddy. Taking this. however, as the 
average village value to get a conservative estimate, the seven million 
tons of paddy annually produced are reckoned to be worth . about 350 
millioos of rupees, while that part which produces rice for export is 
alone worth over 200 millions. But since all Government of India 
currency notes coming to the Bank of Burma could be presented to the 
Government of India with a demand for payment in Ilold secwities (if 
not paid in gold), there should be no difficulty in arranlling for 
securities of the Government of India or gold securities to be held as 
cover for some of the notes in addition to Government of Burma 
securitie.~ for another part. The interest earned. after deduction of 
income-tax by the Government 01: India and expenses, may be taken as 
four pea cent. Allowance must be made for metallic reserve held by 
the bank and earning nothing; but a note-issue of forty million rupees 
sbonld still be snfficient to earn a million rupees per a.nnum apart from 
the ordinary commercial profit on the bank's tran. ... ctioos. Reckoning 

• See .... ,_ by SIr Norman M ..... ' to ~tiOD 9154 before the RoyaJ 
Commission OIllndian Cun_:yaDd FiIWlCO, 19l6. 
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Rs. 25,000 as the annual subvention of an ordinary branch this would _ 
provide for forty branches. Thus there is Prima facie reason for 
believing that the bank could be built up on the lines suggested, 
provided only that the. staff for it could be obtained. We think the 
Imperial Bank of India would probably give some help in this matter 
on suitable terms. 

810. The change from Government currency notes to bank-notes is 
not likely to cause serious difficulty in Burma. The ready acceptance 
by the people of currency notes is not due to knowledlle of currency 
reserves, but to the experience that value can always be obta:ned for 
the notes. Even in India before 1862 the notes of the old presidency 
banks were accepted freely in the presidency towns. The change 
from Government currency notes to bank-notes would have to 
proceed by degrees, and a little care would be necessary at the first 
issue. But it is significant that in Burma. when the old wbite currency 
notes were replaced by the green notes a few years ago, and again 
more recently when the present blue notes were first issued. there was 
no hesitation about the acceptance of the new notes. The portrait of 
the KinR-Emperor, which is so valuable in betraying forged notes, 
would not appear (we suppose)· upon bank-notes; and this change 
might cause doubts. But all serious difficulty would be avoided by 
propaganda beforehand and special care to provide the old notes 
readily in exchange on demand during the transition period. 

811. We do not for one moment pretend that a bank of the nature 
propos"d would be able to provide direclly the finance required by 
peasant cultivators and petty traders. Indeed the responsibility of the 

)lote-issue requires that the bank should be worked upon trlle centra 
bank lines 3/1 far as possible. and should not discount one-name paper. 
We conceive of the bank as reaching the cultivators and traders 
through co-operative societies and Chettiars and other private financiers 
and later through other banks; this seems to be the best possible use to 
be made of present orJ~ailisations for further development of banking, 
especially as the partnership organisation of Chettiars, with the 
frequeut changes of partners, is less suitable for banking than a joint­
stock o~anisation. As distributors of credit obtained from the central 
bank the Chettiars would find a profitable place and be of great 
service. District co-operative banks would provide a second endorse­
ment on the bills of co-operators in the same way as thd' Caisses 
Regionales (district banks) in France endorse again, for discount at the 
Bank of France. the bills endorsed for their members by the Caisses 
Locales (village societies), and so connect the villaller "'ith the 
credit-controlling authority while still giving the latter the' requisite 
special security for its advances. A favourable rate could be given for 
discounts for such paper endorsed by a district bank and thus bearing 
three names. The district branches of the Bank of Burma woold be 



( 355 ) 

;able, however, to have local knowledge of vrnage societies as well as of 
the'district co-operative bank. We think also we should in this way 
provide the best safeguard for the sound development of the co-opera.­
five system, which woald be compelled tn satisfy the standards of 
commercial credit continuously, but woold obtain ac<:e!iS tn the Ren&ral 
money-market. Since the Bank of Burma's responsibilities as a central 
bank woold allow it to make only short-term loans and 10ans for 
agricultnral purposes np tn nine months,· specialised land-mortgage 
banks for long-term loans woold still be necessary tn supplement the 
short-term co-operative credit societies. The cultivatnr wonld deal 
with the co-operative society and the organised land-mortgage bank if 
be cbose ; or be woold deal with the Cbettiar and have the advantages 
of the personal relation of a private banker. Traders and industrialists, 
however small, woold have a similar choice_ Some landowners 
traders and industrialists with large estatesor business woald discount 
with joint-stock banks, who again coald re-discount with the central 
bank ; the establishment and development of joint-stock banks wonld 
thus be encouraged. 

812. Chettiars and other private financiers would be able tn get 
advances from the district branches of tbe Bank of Burma as the 
Ranltoon Cbettiars now get advances from Ranitoon banks, but with 
greater ease because of the greater facility for tbe bank to watcb their 
business. By financing suitable banks ChetiW's non-Cbettiars and 
co-operative societies, the competition needed tn keep down the rates of 
interest would be provided. Care would be necessary tn prevent the 
Chettiars using in the Straits and elsewhere funds provided cheaply by 
the Bank of Burma. The Chettiars could not be prevented from trans­
ferring a large amount of their own capital to other countries and using 
the bank's advances in its place; but so long as the bank is able tn 
supply all the capital required no harm wODld result. The central bank 
would see that discounts granted tn Chettiars were not excessive in 
proportion to their capital. Every bank financing agriculture industry 
and internal trade would have the benefit of a central hank; suitable 
arrangements could be made to protect it from improper competition by 
the central bank, although the central bank must have power to enter 
the market when necessary to ensure that the interests oi the public are, 
safeguarded and are not subjected tn any form of monopoly. . The 
existing ezchanRe-banks would contioue tn cany OD the financing oi 
foreign trade as DOW ; some adjustment oi their sphere with those oi 
the Bank of Burma and other hanks which might grow np, might be 
desirable after some time, bot that could _ be left for some years yet: 
This co-ordination could not fail tn occur, beca_ on the one band 
there would be control by Government through an act CODStitnting the 

• Comrare the discooat 01 niuNaoaths ~ __ by the ....... 
Ra<ne &Db. Sec also puagrapIIo J.4J II> m qj Ibio '-" 
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bank and through the bylaws of the bank, representation un the Board 
of Directors and a ri~ht to call for information; while on the other hand 
there would be the bank's own realisation of the dependence of its own 
prosperity upon the generat welfare of the country. 

813. Objection to our proposal may be raised on the I/round that a 
single bank would be given a monopolistic position which would be 
unassailable, and that the ultimate effect might be the restriction of the 
growth of banking because no other banks could grow. But, as we 
have pointed out just above, the power of the central bank to compete 
with other banks would be limited. Secondly, as in other countries. 
the central bank and other banks would co-ordinate their activities, 
Thirdly, thert: is the fact that under present conditions so few banks 
have grown up either in Burma or in India outside the ports and a few 
of the largest other business centres. Indeed we think that so far.from 
preventing the growth of other banks the plan offers the best chance of 
getting other banks established, and of building up an organised credit 
system. The plan offers in fact the quickest road to the establishment 
of deposit-banking and acceptance-credit. The Bank of France has not 
only the advantage of the note-issue but also freedom to enter the 
money-market in competition with other banks. Yet other great banks 
have not only grown up 'under its shadow, but actua11y have been 
founded (e.g., the Comptoir National d'Escompte de ParisI for the 
purpose of providing· the additional signatures required for its discount 
of bills. In the same way the establishment and development of joint. 
stock banks in Burma would be encouraged. We think in fact that it is 
more practical to have such a bank as we project, and to retain power 
to deal with abuses as they arise, than to expect deposit.banking to be 
established without bein~ pr~ceded by note.banking as it has always 
been preceded in more adVanced countries with better financial and 
educational development. 

814. By transferring the note-issue to a bank Government would 
permit the volume of credit to be regulated in accordance with the 
needs of the country, expandin~ by degrees as the crop develops and 
is harvested and, subject to the needs of industry and trade, contracting 
as the cr~p is disposed of, so as to avoid inflation. Credit for agricul· 
ture and its marketing, and for trade and industry could all be created 
as required; and channels for its distribution could all be developed 
readily. Confidence in banking as a system and in the particular banks 
would lead to a growth of deposits which in turn would provide the 
bsais for a full development of banking, with still greater monetary 
economy and a further supply of credit. 

815. Other Progress Indispensable:-We conclude with a 
i-eminder of the necessity of keeping in mind the fact that progress can 
not be made in anyone of the directions of financial organisation, 
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education, health and the technique of agriculture and industry a1&ne ; 
progress in all four directions must go on at the same time. 

RANGOON. /I,. 15th lUll' 1930. 

S. GRANTHAM. 

MAUNG AYB. 

LAWRBNCE DAWSOI\l. 

A. M. M. MURUGAPPA CHBTTY. 

BA MAUNG. 

MAUNG MYA. 

M. SHWB THA. 

Noll I.-Professor Jevans who was also a member of. the Committee 
left Burma before the report was completed i see paragraph 10. 

No" 2.-The cost of the enquiry has been approximately Rs.61,280 
excluding Ule cost of printing the report. . 

Noll 3.-L1sts of the princiral recommendations of this volume and 
of the contents of the second and third volumes of the report are given 
in the followinll pages. 
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tion ; in the drier zones where more time is a9'ailable de~elop­
meDl ahould be in the diJectioll of occupations closely I'dated 
to the agriculture 13. 

liil The period 01 physical recuperaUon required by 
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Ui) The recoolIDendalioas of the Technieal and VocaIioDai 
Educalioo Committee, 1927.sliould be taken up again ... 140 

CHAPTER X.-MncELLANEOU. CRWIT. 

312. Government .bould pay il8 menials and lower diYilion clerks 
weekly as an example to induce. other employen to adopt the 
same pia" 14' 

313. Banks mil/hl con.ider experimenting with pnoonaI luana on a 
plan like that used in New Yark by the National Cd, llank 144 
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6117. The proh,ction gi .... to banteR b~ .... 1ian 85 of the Negotiable 
Instruments Act. 1S.~1. should be mended to iuaude_ 
mcnts subsequent to that of the payee... S07 

688. A cio.-6niUon of ".gIil<- as rrorased should be i_ iu the 
Negotiable In.lnuU<11ts Act. 1l1li1 307 

692. An _I.nation as proroo;ed ahould be added to the defiDition of 
fH//I_ proposed in pancrapb b88 •• _ 
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PARA. 

693. See recommendations noted above for paragraph. "I 350 and 3S1. 
699. The Usurious Loans Act. 1918. should be amended as proposed. 
701. Steps should be taken to bring the Usurious Loans Act and ita 

amendment to the notice of the public ., 
702. The inclusion in the annual Civil Justice Reports of a special 

report upon the working of the Usurious Loans Act should be 
reconsidered 

703. Judicial offi_cc:rs should be more fuJIy instructed to appreciate the 
meaning oftheJenn inuflst in the Usurious Loans Act .•• 

~04to 708. An act on the lines suggested to control professional money-
lenders should be passed and applied to Rangoon ••• 

711. An explanation is proposed for addition to certain sections of the 
Indian insolvency acts to protect a banker honouring cheques 
drawn by an insolvent in certain circumstances ... . •. 

714. The provisions of section 47 of the English Bankruptcy Act, 1914, 
relating to property acquired by a bankrupt after adjudication, 
should be added to the Indian insolvency acts, with such 
further am~ndments as may be required on this account 

716. A provision on the lines of section 4 of the English Bankruptcy 
(Amendment) Act, 1926 should be added to both the Indian-
insolvency acts -

117. The subordinate civil courts should be encouraged to award 
daily. costs after the first day's hearing in cases of obstruction 

119. The power to use the summary procedure of Order 37 onder the 
Civil Procedure Code should be conferred upon all district 
courts in Bunna and upon all subdivisional and township courts 
in the Pegu and Irrawaddy Divisions and in the Akyab, 
Amherst and Mandalay Districts 

120. -Order 37 under the Civil Procedure Code should be extended as 
in Hombay to include certain other snits in the High Court ol 
Judkature. Rangoon, and in district courts 

121. The High Court of Judicature, Rangoon. should be informed of 
certain points to which witnesses attached importance as tend· 
ing to reduce delays in dispOSing of mortgage-suits • 

122. The prescribed interval of six months between the preliminary 
ana the final decree in a mortJ:age suit should be reduced 
to two months ... 

723. Sub-rule 12) of Rule 66 of Order XXI under the Civil Procedure 
Code should be amended to give decree .. holders of auits which 
have gone by default an option whether the notice should be 
issued to the judgment~debtor or not .u 

725. The power of civil courts to alter the contract rate of interest 
from the date of suit to the date of decree should be withdrawn 
for money-suits where there is a clear contf'3.l..1 that interest 
shall be paid till date of realisation at the contract rate 

127. Instructions should be issued by the High Court of Judicature, 
Rangoon. to all subordinate courts pOinting out that the rate 
of 9 per cent per annum reckoned from the date of decree 
to realisation should not be regarded as a maximum rate. but • 
that the court shOuld fix a rate-which having regard to all the 
circumstances seems fair and reasonable 

128. The Transfer of Property Act. 1882 should be entirelyre-dra/ted 
732. The whole of the Pegu and Irrawaddy divisions and the AJcyab 

district and Mandalay town should be noti6ed under section 69 
(I) leI 01 the Transfer of Property Act as amended in 1929 ... 

'48. til As a cautious beginning the power to make mortgages by 
deposit of titJe-deeds should be extended to the headquartera 
of all registration districts and sub-districts in the Pegu and 
lrrawadoy diviliions, liuoject to certain prov'isioll5 fur r~~istra-
.ion and for limitation of period ... 
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PABA. 

748. Iii) Act XX of 1929 ohould be amended to permit ouch extenolon 
to any region instead of any town ... 

(iii) Thereupon the extension advocated above-ehould be enlarged 
to cover all Pegu and Irrawaddy divisions 

fly) Reporto by post should be accepted (paragraph 744) subject 
to penalties (or false reporta 

'SO. In case the rroposaJs of paragraph 748 are not acceptable in the 
four towns of 'Rangoon. Moulmein. Bassein and Akyab th~ 
power to make morlgages by deposit of title-deeds in those 
towns without the proposed registration and limitation should 

. be restricted to mortgages of property situate within the 
town 

753. The question of establishing a system of registration of title in 
land should br: re-examined 

754. The procedure for obtaining a land-holder's' certificate should be 
shortened and cheapened as suggested 

155. Registration of Ii! ;e'ute," should be required on the lines 
suggested .. , . ... 

756. SeaKhcs for all incumbrances resting upon a specified piece of 
property or all documents executed by or in favour of a speci­
fied person should be undertaken in offices of registration of 
deeds 

759. A plan is luggested for facilitating the opening of more offices 
for registering deeds 

160. Court fees in suits on promissory notes or mortgages should be 
pa~",ble in three instalments ••• ••• .._ 

1M. The fee for registering a deed of release from a simple mortgage 
or a reconveyance of a usufructuary mortgage should be 
abolished (or reduced) for property outside Rangoon subjt:ct to 
the payment of cert-ain fees in special cases ••• • •• 

765. The rees ror registering outside Rangoon a receipt acknowledg" 
ing payment by the mortgagor or money due under a mortgage 
of property entirely outside Rangoon should be as {or a 
mortgage of the same amount but subject to a ma:limum of 
Rs.2 ••• U' ... '," ••• 

766. The fees for registering mortgageS or land for an amou~t below 
Rs. 5.000 should not be enhanced (above those in foTCe in A.pril 
1930) except so u to establish a minimum foe of one rupee ... 

767. Certain stllmp-duties should be reduced 
7t11, 770. See the recommendations 01 parallRPhs 191. 343 to 346, 349. 577 

and other parts of the report for further proposal. relating 10 
legislation or administrative procedure ••• • .. 

CHAPTER XVIII.-MISCBLUNBOus. 

774. A IWlunary 0( the previous discussions of the question of con­
ferring upon Bunn. Buddhists the right to make willa should 
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be published and tbe matter reconsidered _ 340 
776. The LAbour StAtiStiCS Bureau shoutd be enabled to publish index. 

numbers of pric.es ill Rangoon (or twenty years bact 011 a 
brood basi. and mend tilo series, afterwards for each year u 
n pass.. . 340 

7n. Certain of'the amendmenls of 1929 ~ the Transfer 01 ProperIJ 
Act sbould be _de widely knOWD... ... ... 340 

778, 779. No atl1>ml"t should be mode at present to restrict tb. worting 01 
foreign _ or insurance companies in Burma _:Hi 

781. StaU,_ 01 the cim>lation 01 paper money in B..- obaold be 
obtained . • ." ... 342 
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CHAPTER XIX.-THE ESSBNTIAL PROBL.II. 

PARA. 

782. The essential problem of the finance of agriculture industry and 
. trade in 1:Sulma is the reduction of the rate of interest ... 

804 to 806. A true central bank should be established fnr Burma fassumed to 
be separated politically from India) and should hotd the bant­
ing reserves .of Burma and issue the only paper money of the 
country as its Own bank-notes, and establish a number of 
branches all over Burma through which other banks, including 
private banks and co-operative banks. and moneylendem <;ould 
be financed. In case Burma is not separated from India the 
best possible approach to the same arrangement to be made ... 
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