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BANKING AND CREDIT IN BURMA

FIRST VOLUME OF THE REP6RT OF THE
BURMA BANKING ENQUIRY COMMITTEE, i929-30._ ‘

']

CHAPTER l.—INTRODUCTION.

1. Origin of the Enquiry.—The Indian Industrial Commission,
1916-18, reported that there was urgent necessity for the extension of
banking facilities thronghou? India, and regarded the better organization
of banking as an important preliminary step {owards the advancement
of Indian industries. It also pointed out {(pale B of its report) that the
improvement 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 refarence to Burma (page 32 of. its report) the
Commission remarked that the lack of banks had been a serious handi-
cap to local trade and to up-country industries. The Commission noted
further that Burmans had been deterred from investing in the organized:
industries and trade of Rangoon by the size of the operations and of the
- existing undertakings, and further the energies of Burmans had been
absorbed by the extension of their agriculture; but Burmans were
ready 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 inflow of external
capital into India is not only unobjectionable’in itself, but is a valaable
factor in assisting the economic developufentd Tadid; \vent on to say
as follows +— = - . e u

It is more advantageous to Indix’ that-ifs reqmrements for new
capital should be sapplied from internal rather than from external
sources, so far as internal capital is Korthoommg The real solution

of the problem of external capifal lies in the, development of Indja’s
‘own capital resources.

India possesses a vast store of dormant capitil awaiting develop-
ment ; and, in order to make this available for investment, banking.
facilities must beincreased and extended . . . . . We would
emphasise the importance of a co-ordinated survey being undertaken
at the earliest opportunity of the whole field of banking ip India.
This should be followed by a detailed examination by an expert
committee or committecs of the lines along which progrm should
be effected.

3. In December 1925 the Government of India, following the

External Capital Committee’s recommendation, asked for the views of
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local governments as tothe-best method of surveying the field o
banking and of encouraging the development of banking in India
Meanwhile the Royal Commission on Indian Currency and Finance
(1926) recommended the creation of a Reserve Bank for India ; and, a
the Government of India thought the establishment of this bank woulc
remedy some of the mljor defects of the Indian banking system anc
lead to considerable general Jmprovement of that system, the enquiry
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 agrieultural
banking, would be covered by the Royal Commission on Agriculture
which worked from'1926 to 1928. When the Reserve Bank Bill was
rejected by the Legislative Assembly in February 1928, the Government
of [ndia thought the question of a banking enquiry should still rest
until the report of the agricultural commission, published in April 1928,
had been studied. "In ®ecember 1928 the Federation of Indian
~ Chambers of Commerce and the Associated Chambers of Commarce
. both revived the question at their annual meeting, and the Federation
passed a resolution urging the Government * immediately to appoint an
Indian Banking Enquity Committee, with 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 baoking enquiry would be of
value in throwing light on the actual situation throughout the countsry
and in instructing public opinion as to the main requirements. Further
discussion with chambers of commerce and with leaders of political
parties disclosed a fairly.genergl consensus of opinion that the enquiry
should have-regard to the peeds of agriculture, commerce and industry,
and should be direcied Lo, ascertain the existing conditions of banking
in India, and’ to:make Wecommendations for the improvement and
expansion of both indigenous and joipt-stock banking. It was further
generally agreed that the enQuiry should accordingly be divided into
tw4 plincipal stages, therfirst of which shonlgd consist of the collection
of evidencg and the indication of the, main directions in which the
operting up of increased facilities is required,” while in the second the
evidence and suggestions of the first stage should be studied by experts

‘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 {ollows :—

. A. The regulation of banking, with the object of protecting
depositors and thereby increasing confidence in the banking

system.
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B. Banking education, with the object of providing facilities fos
obtaining training in banking, and generally of creati a.
body of people who have a real knowledge of the princip
and practice of banking.

C. The development and extension of banking on sound lines.

The last section was furthe‘r subdmded into five sub-secﬁons ds’
follows ;— .
(a) Industrial banks and credit facilities for India’s niain indwstfnes
like cotton, jute, coal, ete. -
{b) Financing of foreign trade. .
(¢} Agricultural credit (including .co-opcratxve crednt) and credit
facilities for small industries.

{d) Mortgage banks ; and

{¢) Financing of mternal trade in connection with’ a.ll the above
headings. '

5. Central and Provincial Committees.——Then the
Government of India set up (a) a Centeal Committee and (b} a. number
of provincial committees to deall with the special circumstances of
different provinces. The present volume is the report of that one of
these provincial committees which was appointed for Burma.

6. Work for Central Committee.—Sections A and B and
sub-sections (a) and () 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 the aid of three or four
experts from other countries, to make its own final report to Government
upon the whole held of the enquiry.

7. Work for Provincial Committees.—The main matter
for study by the provincial committees was thus contained in sub-
sections {¢), (d) and (¢) of Section C of paragraph 4 above ; but they
were permitted to make contributions also to those matters which were
the special concern of the Central Qomnﬁttea and were. expected {o
make such. contributions where therg were sphgial‘p‘c:!.l conditiona,
The provincial committees were instructed that they should, amongst
other things, () see how to_provide for tli€ cultivator the credit he
needs for the improvement of his land”and' for the marketing of his
produce ; (ii) devise mikans to stintulate the *Habit of investmedt and
to attnct banking deposits ; and (i) make, with special reference
to the * fabric of finance, " intensive surveys of one or two seffcted
areas in each province and a géneral survey of the province as a whole
with regard to agricalture and to small {ndustries allied or supplemental
to agriculture.

8. Owing to all the special c:rcumstnncs whittt have fed to-the
agitation in Burma for. political separation from India’ we considered
that the Barma Committee ought to take a somewhat more comprshen-
sive view of its duties than was necessary for the committees ir"other
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provinces. We felt that, owing to the many differences of conditions
in India and Burma, ® the reports of other provinces would be less
likely 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 largely as a reporf for a separate country,
because we could not expect that measurgs 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
hag here and there given the report something of the character of a
text-book, we trust our motive will excuse us.

9. Supplementary Enquiries.—Some 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 Actt 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 Assembly in_
September 19291, 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.LC. (for Insein), Bar.-at-Law, nominated by the
Burmese, the Chinese and the Burma-Indian Chambers of
Commerce to represent commerce.

(3) Mr, Lawrence Dawson, Managing Direclor of Dawsons Bank,

Linited, Fellow of the Inskitule of Bankers, Bar.-at-Law, repre-
' _senting agricultural interests in Lower Burma.

(4) Diwan Babadur A. M. M. Murugappa Chettiar, M.L.C. (Madras
Presidency), Ranker in Burma and,a Direclor of the Indian
Bank, Lijpited, representing indigenous banking.

(5) Professor H.S. Jevons, I.E.S., Professor of Economics at Rangoon
Universily, appointed as an economist.

(6) U Ba Maung, Manager of the Pegu Central Co-operalive Bank,
Limiled, representing the co-operative system.

* Throughout this report we use the term India to mean India withoul Burma
unless the context implies that it includes Burma. This is an old-established practice

in Burma.
" See raph 694 below. 1 See paragraph 680 befow.
ISec paragraph 414 below. ’
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(7) U Mya, T.P.S., Manager of the Myingyan Eleciric Co., Limiled,
representing urban interests.
(8) U Shwe Tha, K.S.M., retired Depuly Commissioner, Byrma,
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 matters 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 agricultural interests in Lower Burma. Originally U Hla Bu
of Pyinmana who had been a member of the Committee which ( with
Mr. Calvert of the Punjab as its chairman } had enquired in 1928-29 into
co-operation in Burma, was appointed to be a member. But ill-health
prevented 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 Hla Bu had resigned. The Diwan Bahadur was unfortuw
nately called 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 Jevons
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, 1.C.S., was secretary lo 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, 1.C.S, Mr. Vickers
saw us through the preparation and issue of our questionnaire, while
Mr. Morley carried on until the 17th April (when illness compelled him
to go to England) and thus held the post while its duties were most
important, After Mr. Morley's departure the secretary's duties were
carried on by the Chairman.

12. Method of Enquiry.—It was first agreed that the enquiry
should be made by a general questionnaire supplemented by (a) special _
questions addressed to suitable persons or bodies, (b} surveys of the
financial conditions in sample areas and in the province as a whole, {c)
a census of Chettiar firms working as bankers or moneylenders in Burma,
and {d) the extraction from statistics collected by other agencies of
figures of interest in connection with our enquiry. Oral evidence was
contemplated asa means of clearing up difficulties in the written replies
and for persons who expressed a wish to give it. But witnesses generally
prefer.to answer such questions as ours on paper, so that they have
oppaortunily to reconsider and modify their answers, and so that they
<an do the wark at their own convenience instead of appearing before
the committee when summoned. Further, the summoning of oral



( 6)

witnesses is expensive, since fravelling expenses must be paid not'only for
the witnesses but also for the members of the committee. Moreover
the latter were mostly busy menwho lived far apart and could not afford
to spend so much time as would be necessary in attending frequent or
fong committee-meetings o examine witnesses, We contemplated
therefore that, as far as possible, questions arising out of replies should
be asked in correspondence, or in visits by the Chairman ; this plag was
foillowed, the original repliesof the witness being corvected or amplified
as the witness directed. In some cases a copy of all the replies received
to particutar’questions, or a précis of them, accompanied in some instances
by other arguments or by a statement of the provisional views of the
cominittee, were sent for comment to persons particularly interested in
the problem involved® In the event no witnesses were formally
examined orally although we never decided to dispense with- such
examinations absolutely, but always regarded them as available for us
if circamstances 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 particulars ;
e.g. the restriction of the enquiry into negotiable instruments to their use
in the marketing of crops, and an appearance of confusing the use of
current finance with dead-weight indebtedness. The questions too were
“put in a general form which, we felt, was not likely in Burma to elicit the
information as to concrete facts which we thought was necessary,
Finally there was 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 E Cho, the Government Translator of that time; but U E Cho
himself thought that a translation intelligible to the classes we wished
to reach {and in the meantime had been asked by the Central Cammittee
to try to reach ) could not be made without reconstructing the question-
naire. Accordingly, although time had already been lost in attempting
the translation of the standard questionnaire, a new questionnaire was
constructed in which concrete facts were directly sought as well as
opinions “and suggestions. The Burmese rendering of every question
was considered as each question was framed ; andén many cases a
question was re-drafted on this account or framed first in Burmese and
translated into English. We further designed the questionnaire so that

® Some of these gave confidential replies which could not be published in the
evidence volumes of our report although we could and did use them for our
Ruidance.
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the report could follow the same plan, save that for reasons to be
explained in the next paragraph, we allowed .the repetition of some
questions. Al this involved a great deal of work ; but the time was well
spent in the preliminary study which we gave o the subject-matter of
each question to enable us to express its real point, We had held our’
first meeting in September and appointed sub-committees to deal with
parts of the questionnaire; the English version was issued with thirteen
chapters just before the middle of November, and the Burmese version
(omitting chapters XII and XII1) soon after. A Tamil version was also
preparved for Chapters IV to VII and XI and issued at the en< of Nov-
ember, scarcity of Tamil type causing delay in printing. We were
indebted to Mr. Vellayan Chettiar, son of the Chettiar member of the
commiltee, for his kindness in preparing the Tamil translation. The
English and Burmese versions of the questionnaire are reproduced in the
second volune of this report ; owing to shortage of Tamil type the Tamil
version could not be given there without unreasonable expense.

14. A questionnaire designed to elicit concrete facts throughout sach
a wide sphere of study could not be short. We accordingly "amranged
our questions in chapters nnd invited witnesses to take np the particular
chapter or chapters which interested thems most. A few questions
relating to subjects of two chapters were therefore repeated in both
chapters so as to elicit the views of different kinds of witmesses. In
other cases a note drawing atteation to related questions in other
chapters was given, The allotment of work to district committees, as
described below, made these arrangements particularly daimble:

15. Distribution of the Questionnaire.—The questionnaire
was sent out to all the district committees described in the next paragraph
and to all divisional commissioners. Copies were sent to the heads of
the co-operative and agricultural departments for distribution to officers
of those departments. The Registrar of Co-operative Societies, besides
sending out questionnaires to individuals, arranged a conference to
frame a departmental reply. Various officers of Government whose
duties bronght them into contact with any of the problems of the
questions or with people concerned in them were also supplied with
copies of the questionnaire, and in several cases a letter drawing
special attention to particular questions likely to be of special interest to
the addressee was sent with them. Copies were sent to all joint-stock
and other banks working 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 other persons believed to be interested :
in many of these cases also a forwarding letter drew attention to parti-
cular parts of the questionnaire. In some of these letters the addressee
was asked if we might send him later on for comment the evidence
received on certain questions from other sources. At the very beginning



(8)

a communiqué was sent to all the newspapers drawing attention to
the standard questionnaire (which was published by some of the news-
papers, generally on the same day as the communigué 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 ; where 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. District committees
commonly used 20 or more English copies, 12 or more Burmese copies,
and 5 Tamil copies. Altogether over 1,200 copies in English, 550 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 {rom 2 Chetliar
and 10 other private individuals (besides U Shwe Tha who afterwards
became a member of the committee). The bankers did not snbmit
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 _héad office which could speak authoritatively ; of the banks which
have headquarters in Burma Dawsons Bank, Limited, had its managing
director on’ the provincial committee (but its manager gave some
evidence included in the record of Survey I1I in the 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 stage we recognised the
desirability of arranging some means for reaching the ordinary agricul-
tural, industrial and commercial borrowers of the country., It 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 rongh 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 gunestionnaire about the middle of
November when we promised to send it fo them. The object of
getting first-hand information from 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 ina 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 desired 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 that desirable. We
were thus able to ensure that every part of the questionnaire received
attention in a representative locality in every one of the commissioners’
divisions, and al 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 of 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 of coorse to send their own replies
without restriction to the matterstreated by the district committees.

17. Eight questions (Nos. 54 to 61) were marked to be answered by
deputy commissioners personally with the aid of the district committee
and such officials and others as could help them. A lelter to deputy
commissioners asked them to use their influence so that district com-
mittees should answer fully questions as to actual facts, and to encourage
members of those committees to enquire for 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 from 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 sought with hope of success.

18. Surveys (First Group).—In considering the task of making
the surveys which, as mentioned in paragraph 7 above, we had been
enjoined to make, we met two preliminary difficultics. One of these
was the: determination of the kind and size of staff that would be
economical and suitable to the 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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“wvalue for the money to be spent and to achieve something'in the limited
time at our disposal. Some of ns leaned towards the view which we
anderstood to be the view taken in some other parts of India, pamely
that something in the nature of 2 general economic survey of two or
more selected districts should be undertaken. Others thought that,
so far as rural areas were concerned, the enquiry should be concen-
trated upen the borrowings of owners and cultivators of agricultural
Jand (including labourers) to finance their regnlar annual operations and
household expenses, and should be allowed to extesd beyond this only
so far as might be necessary to provide the background for that study.
In particular they thought that, having regard to the information on the
subject already available, enquiries into indebtedness of agriculturists
(distinguishing indebtedness from the use of money borrowed for
current 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 agricnlturists
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 favonring the latter,
was made in Pyapdm district with three investigators under the special
direction of a member of the committee {Mr. Dawson) ; while another
experiment, following the restricted view more closely, was made in
Insein district by the committee’s secretary. ™ As part of Mr. Dawson’s
plan the secretary also made some enquiries front Chettiars and other
lenders of money, and from millers and shopkeepera in four touns of
the Pyapon district, the enquiries in Pyapdn town being made in
company with Mr, Dawson himself. Extracts from the records of these
experiments are given * in the second volume of this rzport. With
experience thus gained we decided to follow the more restricted view
of the nature of the survey, and to select for the work a few groups of

- villages as samples of important regions of the country. We also
engaged for the purpose two of the investigators who had been
employed for the experimental enguiries and arranged for 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 Pyapon district represented the delta; one in Insein
district represented the ordinary non-deltaic areas in the general paddy-
plain of Lower Burma; one in Mandalay District represented areas
irrigated by Government Canal in Upper Burma. There was no time to
take up a sample of unirrigated areas in Upper Burma. Statistics

* Under the titles of Enquiries in Pyapon District : (2} Rural (b} Urbaw.
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loollected. in these surveys are given® in the second woltme of this ireport.

- Bome.of the vesults will be Iquoted lin the ‘present “wolume ; knowledge
lgained from ithem 4nd 2lso frém the experinvental surveys has also
#elped to mould onr views in some vases ‘in which direct deferende is
not made, -

20. The seasoniin which we trad t5 make these surveys was ‘per-
‘haps the most inconvenient possible. ' Our committee was appointed
in August and asked to veportin April. We hadto énquire into'the
finance of the operations of 1928-29, and the recollection of this-in the
minds of cultivators and others examined was of cour§e confused by the
financial transactions ‘of 1929-30, which were already far advanced
though not dar enough to be the subject of our enquiry. If such
enquiries are to be made at:one epoch they should be made just aftex
the cultivators have made the disbursements which follow harvest.
Really however the only satisfactory ‘way would be to station each
investigator in a convenient.centre for a whole year, and to let him
make regular visits on the same day every week to each of a -number
of surrounding villages, keeping a record of borrowings and expénses
as they take place. *

21. Other Surveys.—While the rural surveys described abowe
were proceeding by enquiries chiefly from borrowers rnother enquiry
was made from lenders. For this a questionnaire was prepaded to
supplement the general questionnaire with questions which were parfi-
cularly addressed to professional leaders of ‘money. Enquiries from
Chettiar lenders were of course an important part of this work, and for
this we gladly accepted the gratuitous assistanae of Mr, Vedllayan Chettiar,
who is a son of the Chettiar member of our committee and made
enquiries for us in Bassein, Moulmein, Gyobingauk and PakOkku.. A
summary of the replies is given T with the questions in the second
voluine of this report.

22, Surveys of a difierent nature were made in Myingyan, Pegu and
Mounywa Towns by two members of the committee, U Ba Maung and
U Mya, whose reparts are given 1 in the second volume of this seport.
Plans were made for similar surveys of Prome and Yandoon; but the
members to whom these were delegated conld not make time for them.

23. Still another group of surveys were made by asking district
afficers to submit short reports on the financing of local industries ; their
reports are given § in the third volume of this report. Mr, Macgregor,
the Postmaster-General, Burma, kindly answered a special set of
qQuestions addressed to him and furnished or helped us to compile some

~*Under ‘the ltille of dgricsliural 1 ‘Under the title of Lenders sm Sclociod
Fu}ucc in Selecled Localitics. wrRs
Under the title of Einanciul Surveys § See the appendix to Chapter 411,
i Selecied Towns, page 337, of that volume.
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~statistics ; both the replies and the statistics are given in the secon:
volume of this report. A census of the Chettiar banking community i
the province was undertaken as described in Chapter XIIIB below, an
various miscellaneous statisics 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 o
Professor Jevons and generous help by Mr. Aggarwala, the Currency
Officer, to study the fluctuations of the currency in Burma; but this wa:
infructuons.
1

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 othes
two may be described collectively as ‘* Evidence”. The second volume
containg information collected in the various surveys and in special
questionnaires, and also reproduces our geneml questionnaire in Enghsh
and in Burmese.® The third volume contains the replies to the gencral
questionnaire.

» 25, We originally intended that the present volume should foliow
the plan of our questionnaire 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
antil Janvary 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 althongh 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
committee was appointed in August and held its first meeting at the
beginning of September. Even 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 completion of our report.

® A detailed list of the contents of the second and third volumes is given at the end
of this volume.
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27. Meetings.—We held 13 meetings occupying altogether 31
days. In addition there were five sub-committee meetings, two lasting
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 the enquiry added at tlge end of this report.

29. Acknowledgrhents.—We wish to acknowledge our im-
debtedness to all who have helped uvs 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 grateful to bankers and others who helped us with notes or by
private discussions with individual members. We owe an acknowledg-
ment to the Managing 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. Wethank the officers and committee of the Nattukkottai Chettiars’
Association of Rangoon 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 ; he was of great value to us all
the time he was with us. We further record our indebtedness for the
self-sacrificing labours of deputy commissioners and other district officers
throughout the country ; many of 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 number 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 any remuneration
or any re-imbursement of expenses. The country is indebted to them
for their generous response to our appeal.
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CHAPTER H.—THr COUNTRY.

" 30. The Region of Enquiry.—Burma'is 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 excluded’ from our enquiry. Excluding some
_entirely undeveloped regions a5 well as all these, about 135,000. square
miles- may be taken as the part of the country with which this enquiry
was closely concerned. This region of enquiry is conveniently
regarded 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 ;

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

(ii) 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 50 to 100 inches ; and:
‘ {v) The wet areas of Arakan 'and’ southern Tenasserim with an
annual rainfall of 120 to 250 inches.

! 31. Population.—The population of the whole province in 1921
was 132 millions, and for the area of our enquiry may be estimated now
at about 12°5 to 13 millions. The rate of increase of the population
is a matter for rather complicated discussion. In the censuses of 1901,
1911 and 1921 the rates for the preceding decades have been 20, 15
and 9 per cent. Whether this decline indicates a falling off in the
growth or is part of 2 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 7} per cent. are Indians and alittle less than
1 per cent. are Chinese. Of the indigenous races the most important are

* Thayetmyo District is in Lower Burma ; the rest of the dry zone is in Upper

Burma. »
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the Burmese who make 76 per cent. of the whole population and the-
Karens who make 8 per cenf, Europeans and Anglo-Indians together”
make only abdut 1 in 500 of the population. The indigenous races
are nearly all Buddhists. There are almost no depressed classes
and the“very idea of casteis unknown to all the indigenous people except
aYew of the highly educated who know it only'as an Indian peculiarity,
The women have a pecyliar degree of freedom. Burma may fairly be
said in fact to have sexual equality ; in some matters 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 amongst spouse and children
according to certain rules.

32. In language the area of our enquiry is surprisingly uniform ; the
ordinary language everywhere in it is Burmese, and it is subject to
almost no local variations except in the Akyab, Tavoy and Mergui
districts. The proportion of literate population is high, owing ta the
influence of the monastic system amongst the Buddhists ; in the area
of our enquiry the proportion of persons over 5 years of age who
were shown as literate in the census of 1921 “was 563 and 127 per
thousand for males and females respectively ; these fHigares are four or
five times as high as the corresponding figures for all India. Know-
ledge of English is confined to a small class in the towns, but seems to
be beginning to spread rapidly. The number of books published in
1928 was 92, of which 37 were in Burmese, 28 in Pali-Burmese, 14 in
Pali, 10 in English and 3 in other knguages: 38 of the bLooks were
religious works, none dealt with banking or finance. There are 53
newspapers, of which 19 are in Burmese and 18 in English ; Rangoon'
publishes 43 newspapers. The number of other periodicals (excluding

: Government publications) is 72, of which 27 are in English and the

same number in Burmese : 45 periodicals are monthlies. Alfbgether.
there are 370 printing presses.

33. There were in 1921 eight towns with a population exceeding
20,000 as shown “in the marginal table where

Rangoon .. | %1 the numbers represent thousands of population
Mandalay .| 1% in 1921, Mandalay, Prom¢ and Henzada aré
Moalmein :'3 important trading centres on the Irrawaddy
Passeim | Vg tiver, Prome being a railheid and Mandalay an
Tavoy 27 important mailway station and the marketing
Prome 26 centre of Upper Burma. All the other five towns
Henzada A ghown are sea-ports ; one of them, Tavay, is not

of much importance as a sea-port now. Rangoon
ecasily surpasses all the others put together in the magnitade 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-mils,
oil-refineries and transport by road, rail and river. Roughly 70 per cent.
of the working population is employed in cuitivation, 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 1 per cent. are rentiers of Iand.
_ 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 liberal arts, and three-quarters of 1 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 imnigrants whoe have no dependents in Burma).
Amongst the indigenous population 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.
Burmans are highly versatile and even fond of a change of
occupation ; there is no restriction to the variety of occupations
almost any one of them will take up. At the same time thereis no
attempt {o supply al local needs within narrow areas; rather
some localities specialize in particular products which are distributed

widely.

35. Crops.—The principal crop everywhere, 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 grown in irrigated areas and favour-
able wvalleys ; while on the higher land millet (jowar) maize,
cotton, sesamum, ground-nat 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 161 million
matured 1.

Paddy .. 12,056 Fruit, includ- 439 Other food- 140
ing plantains. grains, inclod-
e Sesamum .. 1082 Cotton .. 303 ing pulses.
JBeans .. 879  Maize ... 198  Ruobber . 114
Groundnut ... 599  Fodder .. 189  Tobacco .. 118
Millet 491  Gram w- 167  Vegetables ... 105

* Paddy is also used asthe name of the rice plants in a field regarded collectively.
The term will be nsed freely in both senses in this report as there is never danger
. from confusion, Theterm “ gnhusked rice ” has been used in some reports for the

{ Nearly 0'76 million acres were sown more than once and counted once for each
sowing in these figures. 1f these are counted only once the figures are-16'5 millions
sown and 155 matared. All the figures in this paragraph have been taken from the
official Scason and Crop Report, 1928-29.
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For all these figures the cultivation in the Shan States has been excluded
and the contribution from undeveloped border areas outside odor
enquiry is negligible. r

36. Paddy Cultivation.—it 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 less than one per cent. The number of
varieties of paddy growu is very large; consequently there is greai,
variation in the shape, size and quality of the grain. As such variation
makes milling difficult and causes a large amount of broken rice to be
produced the price of the paddy is correspondingly reduced. The
Agricultural Department is taking active measnres to produce types
which are specially suited to the export trade and comparatively few in
number. It possesses for the purpose an organisation of central experi-
mental farms and seed farms, and 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 foture. The improved sirains
issued by the department fetch premiums of from Rs. 5 to Rs. 15 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 farms; it has been proved that by the
use of some of the ammonium-phosphate compounds newly put on the
market net profits as bigh as Rs. 15 per acre may be expected with present
- paddy-prices. Two large firms have established agencies for the sale
of these fertilizers and are recruiting a corps of demonstrators for the
purpose of explaining their use to cultivators. The normal annual
outturn of paddy for all Burma is now nearly seven million tons ; these
yield a little over five million tons of husked rice, of which nearily three
million tons are exported. The greater part of the paddy is prodouced
in Lower Burmm which in 1928-29 included B0 per cent of the
total area of 12’1 million acres. Lower Burma’s share of the outiurn
is, even larger, amouniing to 86 per cent. of the fotal ; that is
to say abount six million tons of paddy and over four million tons
of rice.‘

37. The rate of development of paddy cultivation has been wvery
striking, as the marginal table shows. Fifty or sixty
Mil:i)‘ons years ago most of Lower Burma, which has inclotled
acres. every year the greater put of the-arcas here shown
was covered with jungle; but mearly all of it has

196 | °ss  now been cleared and cultivated. The vate of increase
;m ,3:: of cultivation has slowed down since 1906; in fact there
1996 116 is no longer at any particolar moment a large ares
199 CR] available for extension in Lower Burma where the great
] extensions of the past have taken place. But all

Year.

nmue——
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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
further deposits of river-silt, and pioneers are always pressing cultiva-
tion as far as possible, so that it would be rash 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 Depariment is
annually making large areas culturable in the middle parts of Lower
Burma. As the table shows; there has been a regular extension of
about 100,000 acres per annum since 1906 in the couniry as a whole
and much land is still of recent clearing. Much of the land recently
brought under cultivation in all parts of the country is 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 till those prices
improve; some in the delta will improve in vyield with the
passage of time and perhaps continue under cultivation aithough
its ownership will probably pass to the creditor who financed its
clearing.

38. The great original stimulus to™ paddy cultivation 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 China ; now-a-days, as noted above, over eight times as much is
exported. In 1B67 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 and 15 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 have paddy for their own consumption husked
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
amount of cooly 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 Rangcon ; this custom has spread to

- cover several districts, and 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 Leing 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 average size of holdings has been
determined in wide areas by the special conditions developed in grow-

ing for export and resulting from a labour-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 partof 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 all the
cultivated area of Lower Burina is under paddy. The other principal
crops in Lower Burma are the dhani palm, fruit (including plantains),
vegetables, rubber, tobacco, beans and maize. Al the rubber of the
country is grown in Lower 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 cent. ‘There are also very small areas in Lower Burma growing
sesamunt, groundnut 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 aver 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.

¢

40. Cultivation in Upper Burma.—Other crops than
Daddy, fruit, rubber and tobacco are chiefly 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 precarious crops of
rice, sesamum, 3 short-stapled cotton, and millet and the raising
of cattle. Irrigation has since made the rice-crop secure in wide areas ;
groundnut was introduced in 1905, more varieties of beans are now
grown. Lower Burma can be relied upoa to buy increasing quantities
of sesamum and groundnut-oil and cattle ; and altogether Upper Burma
is faicly prosperons and free from the weakness of reliance npoa a
single crop. The percentages by crops of the total caltivated area in
Upper Burma are roughly as follows : paddy 35, sesamam 17, beans
13, jwroundnut 9, millet 8, cotton 5, fodder 3, maipe 2, gram 2, froit
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and vegetables 1, tobacco 1, condiments and spices 1, and all
others 3.

41. Industrialised Agriculture—Lower Burma seems to
differ from every other part of India in the degree to which ifs
agriculture 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 ploughing, the pulling of seedlings from
the nursery, the transplanting of those seedlings, the reaping of the crop,
carting to the threshing floor, 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 fo get, less congenial, and
*more 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 because of the

depth of water in the fields. .

42. Value of Paddy.—From the point of view of cultivators in
Burma asa whole the variation year by yedr 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 Burma Gazetic).
The price of paddy is always given in Rangoon as the price of 100 nine-
gallon baskets%and with the understanding that for each consignment an
an addition of 2% per cent of the quoted price will be madé for every
pound excess above 46 pounds of the average weight of one basket of
the consignment. Prices in othier 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 sell
their paddy so early as January, and many sell later than March. Other
kinds than “ boat paddy ” carrying a different price are produced.
But while these matters would 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

' year for the country as a whole.
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43, In the accompanying statement the quoted price of paddy is
. S— . —  given in column 2 for
. Index Nos, Quotients. fifteen years from 1915

Year. %‘l’_f’::d ~ 10 1929. In columns
[Calcutta,| Rangoon.[Calcutta JRangoon, ;

(1) ) 3) 4 P T 3 and 4 are given

- — index numbers of

1912 gg ﬁg }% gg g'i' generak prices in Cal-
1

7 111 | 145 138 7t go cutta and Rangoon.

8 9 178 160 53 gg The quotients ab-

oo | 10 | st | i | s | go tainedfor sucessive

1 156 | 178 199 88 78  yearsby dividing the

? 186 176 177 106 105 oted price of padd
s w2 2] 174 ] w6 15 .hpr e ihoas
4 192 173 176 111 19 by either of these

1925 178 159 164 112 109  index numbers give by-

6 184 148 154 124 M9  their variationa rough
7| 182 148 128 | 126 126 . o .. £ th

8 169 145 138 116 123  indication o e
9 L 159 142 133 112 12 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 figurer
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 Calcutta
index for 1910-14 must have been about 90.t  As most of the quotients
are below both 119 and 126, and some far below, it is at once apparent
that paddy cultivators bage received a much smaller real value in the
last hiteen years than in the last few years before 1914. .

L

* The index-nuinbers for Culcutta are taken from page 510 of the Indian Trade
Journal of the 28th November 1929 and are the arithinetic means for calendar years of
manthly index-numbers based upen the pricvs of 72 commodities, the monthly index
dor July 1914 being taken as 100" For 1929 the indeX given is the arithmetic mean
for only the first ten inonths of the vear. -

The index-numbers for Rangoon were calculated by Mr. A. J. Page, 1.C.S,, using for
cach of six important imports and four important exports (including rice) the average
rrice revorded in the Customn House during 12 months ending with March of the vear

or which the index-numbher is shown in the table. For each commiodity every
tecorded price was weipghted with the corresponding quantity ; the indeX is the
g;.-oz;«ric mean of the averages fur the several commodities, and the year 191314 is
the base. :

Owing to the difierent methods of calculation the two sets of index-numbers are
-only comparable subjoct to some reservations. The Rangoon-indeX has the superiority
of its local character ; the Calcutta-index has the superiority of its broad basis. 1n so
far as money obtained by selling  paddy, is used to pay for goods bought during the
year in which the paddy is grown, the Rangoon index appropriate for caiculating the
quatient is that given in the same line as the paddyv-price in the statement. In so far
as this money is uwed during the (ollowing vear it would be more appropriate to
divide each price by an index-number calculated for March to September following
the season to which the paddy-price relates ; but the general character of the results
would not be different.

T The Imtisw Trade Jowrmal's numbers are nol availsbie for these years. The
Director-General of Statistics in his Sammary Tabie | gives nurobers which averages
:: Imeighted for 39 articles) and 98 (weighted for 100 articles! with 100 in 1914 as

o 3
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44, The worst period was between 1918 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-
menf. Meanwhile Bengal extended its profitable jute cultivation and
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 manufacture sheltered from foreign competition. At the same
time the price of cotton goods in Burma was very high. The cultiva-
tors of Lower Burma thus received for the benefit of other 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
pPaddy 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 fi.!“, however, seems
to be due to Burma rice finding less favour in consuming markets than
it used to do before 1914. The reasons for this are a2 mattef of conten-
tion. Certainly the production of good rice in Indo-China and other
countries has increased, and Burma has to meet more severe competition
while unséttled conditions in China have reduced the demand ; but
some say the quality of Burma rice has fallen of. Some deny this! and
say that Burma in the past has been specialising more and more i
paddy of the kinds required for export to the west, and now on account
of increased preduction of rice in the west must sell to easiern countries
fér which those varieties are not suitable. Others again say that owing
to exhaustion of the soil and less careful cultivation 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 of
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 to.
get a temporary profit _

46. It would not be proper for us to express afi opinion on such a
difficult and contentious subject. A committee appointed by Govern-
ment for the single purpose of studying the whole problem of the rice.
Yrade, 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
“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 andrice. Some
cultivators have begun to increase their production by fertilisers and
improved methods of cultivation, following in both matters the lead of
the Agricultural Department, and the railway has (April 1930) instituted
favouruble rates for the oarriage 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 of fertilisers. The reduction by the Government of India 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 nse and occupancy. The State retains
the right to modify the land-revenne, and uses the right at intervals
(usually of twenty years) when a detailed enquiry, called a settlement
enquiry, is made into the costs and profits of agriculture.* Every plot is
then graded afresh in a set of assessment-classes and new rates of
revenue are hxed by Government executively for each class.. Large
areas are held under grants (poifa) 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 Stale 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-State land have
been alike ; but the occupant is unable to obtain a permanent heritable and
transferable right against the State by occupation of any dmation or in
any other way. There is a firm policy of non-disturbance of State
tenants, but these are generally unable to obtain credit on their
land. Except in the communal units mentionéd below and a few
other restricted areas specially reserved against extension of cultivation
anybody can take up unoccupied land for cultivation as he pleases:
but non-agriculturists are discouraged in this by certain executive
. orders, while all ip Lower Burma, whether agriculturists * or not, must
occupy and pay revenue for twelve years before getting a landholder’s

* 1t should be noted that in Burma a person is not regarded as an agricuMturist im
virtue of belonging to a particular tribe or caste, but in accordance with his actoal
oocupation, ‘
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title, and in Upper Burma State land remains permanently State land.
~Some areas near Rangoon have been reserved against extenzion of
cultivation otherwise than on lease because the land may be required
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
improvement 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 living within a certain region including the land. The size
. of the region varies from one village-tract to a group of them. This
communal tepure has come down from early times and Government has
declared its policy is to maintain it where it has not fallen into abeyance.
In some 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
agricultural 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. Neverthetess the marginal table shows that the area
-~ - occupied * by non-agriculturists has
Millions of a‘g;‘ occupied ;1 oreased in fifteen years by 1,300,000
Year. rer acres and from one-seventh to one-fifth
fETeur| Others. | Total.  of the total area occupied. Legislation

o13.14] 1458 | 247 | 1705 1O deal with tenancy and land-aliena-

1918-19| 1462 | 288 1750  tion was the subject of much discus-

1923-24) 14991 333 | j5g¢ sion from about 1875 until aboot 1913,

- and about a dozen bills were drafted

and 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 agricultural credit. In 1924 Mr. T. Couper, 1.C.S.,
reporting upon the condition of agricultural {enants and labourers
recommended amongst other things legislation to give the landlord a
charge on the crop for rent, provided the rent is fair, and aright of conti-
nued tenancy in areas to be notified for the purpose because unfair rents
 are common in them. These proposals have not vet been adopted.
Co-operative credit societies are one means of dealing avith the problem ;
and 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 Records. The different totals given in paragraph 35 for 1928-29 relate
to areas sown and areas matured.
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i oocasionally forgotten that every large area of peasant proprietorship
-must include much land held by non-agriculturist widows and superans
" nuated men and invalids and others who do not wish to cultivate. In an
.area in which colonisation is recent there must for this reason be for
sgme time an increase in the area of land so held as the pioneer culti-
vators get 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, and
some of these must bring land to the hands of non-agriculturists if land
is a profitable investment at all. The profits made by those who succeed
in trade and industry are everywhere in the world larger than the prohit
-of agriculture though more risky. Hence men who have made such
profts in countries in which other lines of ‘safe investment are not
readily available and well-known, not only turn to agricultural .land as
.an investment, but have a pull over agriculturists in competing for its
purchase. They also take advantage of high rates of interest to lend
1o 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 ill-health ; some
-of these capitalists have been pioneer-cultivalors of a past generation.
The problem of the transfer of land to non-agriculturists has not yet
been completely disentangled and clearly stated. Improved conditiona
for agricultural ¢redit, including improved pravision for preserving the
health of the pioneers, are clearly desirable. Another need is the
provision aof attractive investments other than agricultucal land for the
profits of traders and industrialists.

49. Size of Holdings.—The average area cultivated by one
yoke of cattle and therefore requiring the services of one ploughman
ranges in ordinary circuinstances from six or seven acres in some parts
to twenty-hve acres in others. The area ordinarily cultivated by one
farmer, whether owner or tenant, varies from ten to a hundred acres in
different districts, employing from one to four or five voke of cattle.
Generally more yoke are employed in precisely those localities in which
-each yoke covers a larger area. Most commoaly the area of a farm lies\
between ten and forty acres in Lower Burma, while in Upper Burma
the area cultivated with paddy lies commonly between five and fifteen
acres ; but there may be large areas of upland cultivation associated
with these paddy holdings in Upper Bunma. The survevs made for
this committee in the Pyapdn and Insein districts and an irrigated part
of the Mandalay district showed average farms of 21,32 and 9 acres
respectively, owner-cultivators having larger farms than tenants except
in the Pyapon survey in which the number of owners examined was

small.
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50. Fragmentation of Holdings.—The difficulties with
respect to agricultural credit and progress which arise in some parts of
India through the fragmentation of holdings are rare in Burma. Parts of
the 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. The 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 extensive enough to
afford a holding of proper size for each 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, where there is only enough land for one cultivator, is that
in which one heir takes over all the land and morfgages it to pay the other
heirs their shares. Thus the.inheritance Iaw leads to sales and indebt--
edness, and often as a consequence to fransfers to non-agriculturists ;
but it does not lead to fragmentation. The weaker degree of
sentimental attachment to land, considered below, combined with the
lack of caste and with Burman versatility, explains the difference
between Burma and India in this respect.

51. Land-records.—Most of the agricultural land is mapped on
a scale of 16 inches to a mile, and urban land on four times that scale.
The maps are revised every year and kept up to date yery well. The
systematic records relating 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 instructions 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 usufrucivary 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 with knowledge
gained in local enquiries by the surveyor who keeps the record. There
has been much controversy in the past as to the value of the recordsas 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

weight 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.



- ( 27 )

(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 mortgages by deposit of title-deeds)
may bs made only by registered 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 mortgage. Apart from this there are
no legal impediments to the mortgage of any land in Lower Burma or
"of non-State land in Upper Burma. State land also (other tham
communal land) may in fact be mortgaged, but the mortgagee is Hable-
to be evicted if he takes over the land and is not an agriculturist by
actual occupation. The “restrictions upon the transfer of communab
land have already been mentioned in paragraph 47.

53. Sentimental Attachment to L.and.—Mere force of habit,-
the inconveniences of changing, the advantages of cultivating a holding in
which all the conditions are familiar, and bonds of personal acquaintance
with neighbours—thése are sufficient in Burma, as in every country, to
keep most owner-cultivators fixed on a particular holding. But still the
chief difference in 2 Burman mind between one field and another is found
in its productive capacity and the conditions of its cultivation, and not in
a strong sentimental regard for its cultivation by father and grandfather.-
The lack of sentimental attachment to land in Lower Burma is due in
purt to the fact that so much land is of comparatively recent
colonisation, and the attitude ‘of colonists and their descendants has:
been communicated to the minority of others. But early records from
before the great colonisation movement show much the same attitude, -
and the ultimate reason appears to be that there was always plenty of

“unoccupied land which could be brought under cultivation easily.
During the colonisation, too, many who had made a holding sold it and
went on to cut fresh jungle, becoming in fact land-developers rathes
than cultivators, and looking for capilal appreciation for their profit;
there were always people of fainter heart or larger fortune or less robust
health ready to buy, so - that transfers of land were of frequent
occurrence.  But really the industrialisation of paddy cultivation is
sufficient explanation. Land on which a peasant cultivator does all the
work himself or by his family naturally becomes endeared to him ; but
the saune result is not to be expected- when he employs day-labourers
for much of the work. There are of course numerous landgwners who
have a strong attachment to their particular land. Most Karens are
included. But our description is true of the majority.

54. In Upper Burma there was in the past a much firmer attachment
to the family inheritance ; perhaps this was due in part to economic
considerations arising out of an inferior water-supply. Children
retained part ownership of land when it was not divided amongst them,
and there sometimes came to be a large number of joint owners of one
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.piece of land. In some cases these took cash from the other owners in

lieu of their share, but in other &ases this was not done. Even twenty
-years ago it was difficult to buy land in most parts because of the
-sentimental attachment owners had for their particular holdipys ; in
those daysa would-be purchaser obtained instead a wsufructuary
mortgage. Now Upper Burmans are commonly quite willing to sell
“their land if a suitable price is offered. The change seems to have
.begun in the practice of selling land to go off to join in colonising
Lower Burma, and to have developed through the spread of the
knowledge that vacant 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
(at five yearly inter-
vals) the namber of
, millions of acres of

. : c - land occupied and
gice(:: Sold. lg‘;;— gé? Sotd. Pf‘;.oo- sold in Lower and
N ) Upper Burma res-
1913-14 e | 90| O51] 57 80| 005 7 pectively and the
191819 .| 95 043 | 45 | 80| 005 ¢ proportion sold in

192324 ...l 1031 | 045] 45 } 79| 005 y ineachyear per 1000
' acres occupied. The

192829 .| 107 ] 042} 40 | 79| 008 | 11 106 nroportion sold
- each vear in Lower
" «Burma illustrates the statement made earlier in this chapter that land is
-readily sold without strong sentimental attachment. .

Lower Burma, Upper Burma,

Year.

56. Land Values.—Land values vary too widely for any short
-summary to be given. Evidence from nearly every district is given 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. 230 per acre,
while second-quality land commonly goes down to Rs. 100. But these
values may only be regarded as showing roughly the orders of magni-
tude of the general prices: there is much land worth far less than
Rs. 100 per acre and some worth practically nothing ; there is a
_considerable amount worth over Rs. 250. The value of paddy-land
shows signs of falling at the moment becanse of the contraction of
.credit and the fall in the price of paddy ; this fall has reduced the
_earning capacity of the land as an investment and also leads to sales by

. heavily indebted owners to their creditors.

® The figures in columns 2, 3, 5, 6 were supplied by the office of the Commissioner
-of Settiements and Land Recorda.
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57. Area let.—The statement * hereby shows for 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 two
earlier years cannot be filled. The percentages of the total occup:ed '

area in Lower

Aréa let. Burma let at
Area { Fixed | Share | p .| b . fixed rentst.
Year, ;?E‘éf p?t)i?il;e pasner Jledged Tofal. of.',l%'.‘. determined by
rent. | ship. rent. pled: competition
i1) @ ) & | OV DB qere 34,35 38
Upper Burma, ™ and 42 respec--
1913-14 80 010 . . . .
1918.10 80 010 }F;gqrepa not ajvailablle tively in the
192324 .. 79 020 11324 032 | 1'85 23 in
tozmzo | 79| 32| 134] 035 201 25 four years in
order. Insome
Lower Burma, fair] 1
}8:%::3 g:g g;? } Figurcls not afvailablje ta“t‘; arg:o
102328 o liwo1] 397 oos| o9] 42] e (TRCH as muc
1928-29 ... | 107 448 004 | 018] 47| 44 as60to 70 per

cent. is so let;
there are ﬁve wholedistricts exceeding 40 per cent and two exceeding 50
58. Except on land with dry cultivation in Upper Burma, leases are
generally from yvear to year and the rent is usually paid in kind after the
harvest and at the threshing foor. Cash rents are exceptional, and if
paid are generally paid before cultivation begins. The owner usually
pays the land revenue. Rents vary from 15 to 55 per cent. of the total
outturn and are commonly about 35 to 40 per cent, but of course there
is wide variation. Owing to increase of population, and {o the limited
amount of land available now for profitable extension of cultivation by~
--present methods, and to the amount of capital osually required to start
" tultivation in new land, there is in most parts of Lower Burma competi-
tion amongst tenants for land ; consequently landlords have the stronger -
position. Reckoning the net rent as the balance left with the landlord
after paying the land-revenue, the selling value of the land in the
deltaic districts in which most leased land is found waries from
about six or seven up to nine 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 payvment .of
rent. Rents of paddy-land (measured in produce) have not falten in the
last few years as sale-valnes have ; this, however, is to be expected as
the fal! of sale-values is mainly due to the fall in the price of paddy.

* All fmures in columns 2 to 6 were Supplied by the office of the Commissioners
of Settlemnent and Land Revords,

t Fixed rent means in Borma a rent agreed upon at the beginning of each season.
In many parts landlords occasionally make a reduction of such a rent at the time ol
paymgnt in consideration of a bad harvest ; see paragraph 125



4

( 30 )

59. In Article 61 of our questionnaire we made au enquiry into the
-economic condition of tenants. We asked every district to report what
-proportion of {enants 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 in producing their crops and to
putaside sifficient rice to support themselves during the next cultivating
.season. The replies received give only general impressions without a
-statistical basis, but on an average they may be expected to give a f'ur’f

idea of the conditions ; they suggest that about one tenant in four reaches

-the economic standard described, A turther question generzally received
the reply that such a tenant might reasonably expect to maintain
chimself at that standard if he were fortunate enough to keep good
rhealth, and had the average skill and lived at the general level. Many
-tenants are better off than owners whose lands are heavily mortgaged
«so0 that they pay in interest as much astenants pay in rent. ‘But there is
-social status dttached to ownership, and the competition amongst tenants
15 so keen in some pZu'ts that an owner, even if indebted, has a real
advantage in the certainty of having Jand to cultivate. A tenant, whose
landlord lets the land to somebody else, may have difficuity in finding
-good employment as a labourer if he is not young, and certainly finds
dt distasteful to be separated from his family and submit to the
-control of his employer ; he loses less as a tenant thanas a labourer by
-an odd day or two of bad health and he can proht hy the labour 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 commoaly
4nown as “one pot one mat ” men, the name describing the paucity of -
~household goods which they possess. Such men must borrow for every- -
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
.are arrears of the previous year to make good. Such people are hardly
-distinguished from Ilabourers ; indeed there are tracts near Rangoon
where a written contract is made with such tenants and describes
-them as worlung for hire (expressed in terms of paddy) although there
s 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 pay off
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 because
he price of land has been enhanced by the expectation of capital appre-
.ciation inspired by the experience of thirty years before 1914 and by the



( 31 )

«deception of the increased nominal values since that year corresponding
40 a general rise in prices. The custom of paying rent in kind, though
primitive, has much to recommend it because it gives the risk of varia-
tion in the produce-market to the landlords, who (having land as security
J£or loans) are generally better able to bear it than the tenants ; on the
avhole the tenant gets greater benefit from this protection in years of low
price than he misses in years of high price. The change to a custom of
fixing rents in cash is possibly inevitable, and the difficulties which
<eeur in soma places in the adulteration and measurement of rent-paddy
.are an influence towatds bringing it about ; but the new difficulties of
the more aleatory condition of the tenant with cash rents suggest an
ndeavour to avoid this change.

61. Progress of Burma.—The development of the paddy
industry in Burma has been described earlier in this chapter and is
-one aspect of the development which has gone on in many directions.
To give some idea of the magnitude of this development we give
in the following table some fgures quoted from a speech recently
made by Sir Charles Innes, the present Governoi of Burma, in which he
compared Burma of 1928 with Burma of 1901. Some of the figures are
-only rough approximations, but they are near enough to give a fair idea
of the matter. In considering the figures for education the custom of
sending boys to the Buddhist monasteries for education must be remem-
bered ; the figures given take no account of these. Sir Charles Innes
also stated that in the period 1901 to 1928 the death-rate from small-pox
in Burma had been halved. Unfortunately the general statistics of

deaths in rural partsare not even yet sufficiently reliable to give the
gteneral death-rate,

Description. 1901. | 1928, Description. 1901. | 1928,
Faclories. Railways-—concld,
Number of factorics we | 1721 1,073 }] Millions of tons of ™.
Number of cwployees goods carried I‘SJ 57
ithousands) 25 102 .
Post Office.
Joiulstock Companies. Postal articles in the
Nuwnber registered year (millions) 20 62.
in Burma &S 2051l Telegrams senl umillions) 07 72
“Total paid-up  capital Money-orders issued
{millions of rupees) | 06 260 (vatee in millions of
Tupees) 30 110
" Sea-borue Trade. .
Value tmillions of rupecst | 400 | 1,100 . Edwcation.
Number of schools, ete, | 18,284] 25,572
Roads. Number of  pupils
Total length in miles ... 16,344 | 9288 tthousands) 316y 750
Railways. Hospilals and Dispensarics.

Passengers carvied Number of patients
(milkions) | 116 h v | i lousi

Milcs open to trattic ... | 1024 | 1908 | Number of institusions ... :j 303
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62. Communications.—In spite of the growth of roads, rail--
ways and post-office business between 1901 and 1928 shown above
Burma is still notorionsly 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
India, 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 cerfain 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. During the last
seven or eight years there has been a great development of motor
omnibuses all over the country {except it the delta) so that wherever
there is 2 metalled road, and even 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 :(— -

Sqoare Miles, Thousands of population. :

All classes. Literate.

Burma. | India.
Burma.| India. | Burma. | India.

452 78 25 14| 70| 10
4 4l 1o o3

One post-office serves

These averages for Burma are increased by the sparseness of population:
in large areas away Jrom 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 large differences in five of the six comparisons .
given to be explained in this 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 fo be
closed. A Postmaster-General (Burma), who went on leave in 1930 and
had had much experience of both India and Burma, said the trouble
was that the people in Burina do not use the post-office so much as the
people in India. We have accordingly sought in the postal reports the
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statistics givenin the margin hereby to compare the number of postal
articles (excluding money-orders)
in one year 1927-28, per head of
total population and of literate
Per head of 1= population in Burma with the
Total population  w.| 47 #3 ~ corresponding number for all
Literate population 169 | .07  India and Burma taken together.
Similar statistics for earlier years
taken as samples were found to bazar 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 outlying tracts) for the comparison.
But the statistics for the literate population show an entirely different
relationship ; the number for India exceeds three and half times that
for Burma. We think this may be due in part to a different standard
of literacy being used in the censuses, In Burma a certain degree of
capacity to read and write is widespread, nearly every boy and many
girls acquiring it. But possibly in India, 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 is noticeablelthat the ratesiof
incrense 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 population 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 lessirapidly both
absolutely and proportionately,

Postal articles per head in 1927-28.

Burma. | India.

6%, Credit Expansion.—An interesting commentary upon'credit
expansion in Burma, based upon some notes by Mr. R. M. MacDougall,

1.C.S,, and published in the Report of t.he Regmtrat:on Department for
1928, was as follows :—

The basis of credit expansion in rural Burma is mortgages ; and
no sales of land, practically, take place until the money-lender
refuses the owner further loan accommodation. The sale then takes
place for the sum of previous loans, with interest, pius an agreed
cash consideration. This, of course, inflates the value of the land,
although the seller rarely handles more than a small proportion of it
in actual money. Thus, an increase in the number and valhe of
sales, without a corresponding increase in the number and value of
mortgages, indicates contraction of credit. Loans are, on the whole,
made in the latter half of the calendar year while recoveries are
made after the harvest, in January. Thus, by comparing the mort-
gages in one year with the sales and mortgages in the following year,
it is possible to obtain some indication of the course of agricultural
economics.

3
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65. The table hereby shows the records of the deeds of mortgage

and sale of land compulsorily registere1in 1920 to 1928, Exchanges

are included with sales but are

Sales over Small in number and value. It
Mortgages, ‘

OTEME | Rs.100.  must be observed that there was

Year. 2 |8 3 |z ?tempora.ry bQQm.iﬂ. land values
§ ?.2 g?i g 4 § in Rangoon and its suburbs in
E% 28 §§ g 1920-21 which somewhat distorts
Fe|E2 &8 | =2 thefigures for sales. Apart from
- this there was in 1921 to 1923
Uppeligznonna w2l 70l 20l 00 @ decreasf: in the value of sales
21, 1;:; lf:g g:g 2_-0 and a rapid increase in the value
2 A RTEE IS 6_‘; of mortgages, indicating a large
4 1501 130] 69} 73 expansion of credit in those
1922 1170 10-; go| g4 Years. From 1923 to 1927 there
192 | 1 20| 84 was acontraction of credit shown
5 4| 122] o " id i ;
, g ;:g_g 122 g.g lé,g by the rapid increase in the value

of sales and the comparatively

329 ( 358 ( 351 | 775 omall increase in the value of

1 366 [ 519 [ 363 }1000 mortgages. During this period (as

2 | a8} a3y 374] 761 Mr. MacDougall remarked for

- 4 462 | 753 | 364 | 807 the Pegu district) large areas

1925 a8 | 606 | 308 | B39 forr.nerly worked on borrowed

g Z‘éi’ gg; ::.‘1) 1?:)- g_ capital by mde?endent hold'ers

413 [ 828 | 369 | 023 came to the direct possession

of capitalists to be worked for

the future by labourers or tenants.

The contraction of credit has appeared again 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-mills,

'saw-mills, motor-cars, mofor-buses and other expensive things in recent
vears which suggests a large increase of capital.

66. Imports and Exports of Precious Metals.—Statistics
of the gold and silver imported into Burma and exported therefrom can
be obtaided 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.) Wae have extracted the hgures, and
if circumstances permit, will include them in the statistics given in
the second volume of this report. The variations year by year are
too irregular for the figures to be summarised shortly. Silver is
produced in large quantities in the Northern Shan States where

-
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the Burma Mines Corporation carries on its opzrations. 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 into gold leaf at Mandalay
and some other places. South African gold alsc 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 yearsago 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 Burma was still governed bya
Burmese king dominated by his chief queen and had a very primitive
legal and economic stracture. A vivid realisation of the change
that has taken place in this period, and especially of its rapidity, is
essential to a due appreciation of the present conditions with respect to
banking and credit.
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CHAPTER III.—BaNKING 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 givein 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 Nattukkottai Chett iars are the most
important, will be studied in Chapters XIII and XIV., 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 mentioned above. We shall deal with
the other banks of the first class a little more fully than is necessary for
a report to the Central Commitiee alone, because 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
besides ; Chinese banks in Rangoon work for Chinese traders there and
for a few Chinese in a latge way of business elsewhere; Chettiars 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 chiefly 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 Shaas, who compose the native population
in the area to which our report applies. There is no indigenous banking
in Burma unless the term " banking * is stretched to include pure money-
lending. There are some Burmese ‘moneylenders with “con:iderable
capital; but they are few, are generally paddy or timber traders principally,
and do not receive deposits, buy or sell bills of exchange or hundis, 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, borrow from Chettiars and become as it were retailers of
money to agriculturists and traders. Similarly Indian and Chinese
lenders borrow from the Imperial Bank and from Indian European and
American banks. But to a larde extent it is true that each section of
the organisation engages in a different class of business and remains
independen{ in its own sphere. Moreover the contact of the native
people of Burima with all these classes is almost limited to taking loans
from them ; very littlc Burmese capital is used by any of them except
.the Burinese moneylenders who use their own. This, like the unduly
small share taken by Burmans in the trade and industry of their country,
is due largely to the rapid agricultural development which has absorbed
the enevgies of the race for the last fifty 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 recent years, have succeeded in getting
more deposits from the people of the country ; at the end of 1929 five-
cighths of all deposits in co-operative banks belonged to Burmans and
Kirens.

70. Banks organised on Western Lines.—These banks in
Burna may be divided conveniently into {a)} the Imperial Bank of India, -
(5) nine exchange-banks, (c) the Qversea-Chinese Bank, (d} seven other
banks organised as banking companies, (¢) one private bank, {f) two
undertakings casrying on banking as a subsidiary business and (g) co-
operative banks and credit societies. There are no banks on western
lines owned by partnecships or individnal bankers whose banking
business is not combined with some other business, There are no
banks on western lines which are owned by Burmese or other indigenous
individuals, or by partnerships of such persons, or by companies
registered, owned and managed by Burmans. Oumitting the co-operative
banks 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 Buorma);
16 have their sole Burma offices in Rangoon, one has its principal
Burma office in Rangoon and five other Burma offices, two have
their principal Burma office in Rangoon and one other office each in
Burma, one has its principal office outside Rangoon and a branch in
Rangoon besides seven other branches, one has”its sole office outside
Rangoon ,atd is the only one with no office in Rangoon. The tqtal
number in Burma of offices of banks working on western lines is thus
36 of which 20 are in Rangoon. These numbers omit the 35
Lranches in Burma of the Bauk of Chettinad, which has been regarded
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as belonging to the clasy of financiers working largely upon lines other
than those of western banking and will bé mentioned accerdingly
in Chapter XITIB¥*, They omit also the business of U Rai Gyaw Thu'&
Co., Ld. at Akyab, which lends money and is expected to develop intca
banking business, but at present receives deposits from shareholders
only. Some of these are deposits on current account, and cheque-books
are issued ta the depositers, 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 <class of banks con-
cerned in this chapter, The numbers given omit also the banking
business of the American Baptist Mission Treasury and of Gillanders
Arbuthnot & Co. The American Baptist Mission credils 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 Arbuihnot 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 {0 us which is carried
on under the description of “ Merchants and Bankers' and finances
importers ;_it has one customer who is allowed to draw by 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 :—

Pegu Division.—Rangoou.

Irrawaddy Division~Pyapn, Bogale, Kyaiklat, Dedaye, Maubin,

Kangyi, Moulmeingyun, Bassein.

Arakan Division.—Akyab.

Tenasserim Division.—Moulmein, Tavoy. )

Mandalay Division.—Mandalay, Maymyo, Myingyan,
Of these only four offices in the Mandalay Division belong to
Upper Burma ; in all the rest of Upper 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 which has
20 and Bassein and Mandalay which have 2 each. All the eight
towns mentioned for the Irrawaddy Division have an office of Dawsons

* See paragraph 461 ; see also the fooinote 1o paragraph 86.




( 3 )

Bank, which has its head office at Pyapdn and another branch in
Rangoon. Bassein has a branch of the Imperial Bank as well as a
branch of Dawsons 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 India. Tavoy has a branch of the
Chartered Bank. Maymyo has the sole office of the Bank of Upper
Burma. - '

72. The Imperial Bank of India.—This bank was formed in
1921 from the three presidency
banks of Bengal, Bombay and
Madras under the Imperial Bank

Imperial Bank of India.

Branches in . Of India Act’ 1920- It has in
Burnna, Date of opening. Burma six branches whose
LR 20d D b locations and dates of opening
. Rangoon ... | 2nd Dccember 1861, m i ¥
2. Moulmein ... | 19th Qctober 1865. are shown in t‘he margin hereby.
3. Akyab ... | 24th December 1866. The three offices at the three
4. Mandalay ,,, | Ist June 1921, ports of Rangoon, Moulmein
5. Bassein = ... | lst October 1921, , and Akyab were opened by
6. Myingyan ... | 4th October 1924, 1866, but no others were

opened until ffty-four years
had passed. The Mandalay Bassein and Myingyan branches
were then opened in accordance with the provisions of section 10
12) (b} of the Imperial Bank 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
as the Government’s banker and the custodian of all public funds
{paying no interest for them); it manages the public debt for the
Government, and it carries on the treasury work at all those places
where it has branches. It manages the clearing in Rangfoon as is
described later in this chapter. The exchange and the other banks treat
it as a central bank to the extent of keeping their reserve balances with
it and of tooking to it for advances when other ordinary sources cannot
supply them. Its principal deposits are on current account although
it follows the central bank tradition in paying no interest on these.
It accepts also savings-bank deposits and fixed deposits.® It lends to
financiers working otherwise than on western lines as well as to other
persons, It carries on all ordinary banking business subject to the
restrictions imposed by the Imperial Bank of I ndia Act. The chief of
these restrictions are thal it may not (@) make any loan or advance
for a longer period than six months nor {apart from an exceptional
case) on the original security of immovable property; () make

* Fixed depasits in banks in Burma managed on western lines are deposits for
an agreed period, nul {as in Great Britain} deposits subject to an agreed period of
notice of withdrawal,

-
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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 ; (c) make discounts or advances exceeding
two million rupees to any individual or partnership except on certain
specified securities; (d) grant unsecured overdrafts in excess of a
hundred thousand rupees ; {¢) except for 2 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 India 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 shovld replace Europeans
in the service 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 country,
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 Indians. It must be remembered too that
Indian applicants for assistance are often unable to exhibit their
financia! position in a form which will justify a banker in giving them
credit. We coafess 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 any bank
which considers itself responsible to shareholders for its profits, whether
in the hands of Europeans or other races) would sacrifice on senti-
mental grounds business which is sound and profitable or would neglect
opportunities to cultivate further business of that character for which
it had funds. There is in Burma one bank, European in direction and
management, which does business as a Iender almost exciusively 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 Burma-Indian Chamber of Commerce has, however, repeated

~ % Report of the Commission, Appendix 48 and answer (0 questions 9750-3. in
this passage /udian inclndes natives of Burma.
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the complaint in its evidence before us, and has written as follows with
respect to all 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 {reated 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 challenged by the banks against which it is made.
So far as we have been able to go into the matter 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 falls outside
our enquiry, and accordingly leave it for the Central Banking Enquiry
Committee with the reminder that in Burma a bank under Indian
management would not be regarded by the majority of the nen-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 and control imposed upon it by the Imperial
Bank of India Act and the work it doesfor Government without
remuneration as a sufficient payment for its free use of those balances
and for the other privileges and advaniages (¢.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 of
branches and being sometimes small in their total, are not so useful as
is sometimes suggested. 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 also has a branch,* and we
believe neither of them complains of unfair competition in those places.

75. Some further criticism of the Imperial Bank of India by

Marwaris will be found in paragraph 339 and some by Chettiars in
paragraphs 335 and 551,

* National Bank of India at Mandalay and Dawsons Bank at Hassein.
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76. The- Exchange-‘Banks._Th

Exchange Banks in Burma.

.

Name. Headquarters.

o W A L L

~5

8. Nederlandsche

. Allahabad Bank .
. Chartered Bank of | London.

. Lloyd's Bank s
. Mercantile Bank of | London.

Calcutta,

India, Auastralia and
China. .
London.

India.
. National Bank of | London.
India.
. Hongkong and | Hongkong,

Shanghai Banking
Corporation.,

. National City Bank | New York.

of New York.
Handel  Maatscha-

Amsterdam.

e term exchange-banks is
commonly used in India to

* include a number of banks

which make a speciality of
financing sea-borne trade,
both import and export,
and have praciically 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 ftrade
with India as well as trade
with other countries, but
the latter is much the
more important for nearly

all the banks, The first
five of the list do a

R large+ part of their
total business in India and Burma together; 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 che Jargest 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 controls the Peninsular and Oriental Banking Corporation to
which the Allababad 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 Burma office in
Rangoon. The managers in Rangoon of all the nine exchange-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 2 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 exchange, make advances to exporters on stocks, make advances
to various kinds of financiers working otherwise than on westera lines,
and do all ordinary banking business as it i3 understood in Europe and

-~

np1.
9. Yokohama Specie | Yokohama,
Bank.
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America. All 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 2 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 ; such competition is not likely
to be accompanied by cheice of business on sentimental gronnds. Their
advances are chiefly to Europeans, because foreign trade is largely
managed by Europeans. There have been complaints in India that the
exchange-banks compete with Indian banks in collecting deposits, and
hold about 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 upon 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-banks collectively, and for this purpose devised a
procedure 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 belonged'; he was then to compile all the
returns and destroy them, preserving and publishing only the totals.
Unfortunately some of the banks found themselves unable to disclose
the particulars required ; so the project had to be abandoned.

79. The Oversea.Chinese Bank.—This is a Chinese
company with a capital and reserve of nine to ten million rupees,
registered at Singapore and by its articles of association limiting
transfer of its shares to Chinese unless the sanction of the directors is
obtained. (No such sanction has yet been given.) It has branches at
Amoy, Djanbi (Sumatra), Kelantan, Kuala Lumpur, Malacca and Penang
as well as at Rangoon. It does no business with India. Its
depositors and borrowers are chiefly Chinese, and it carries on
exchange business with Hongkong, Amoy and the Straits; it is in fact an
exchange-bank for Rangoon and those places, although it is not a
member of the Rangoon Exchange Banks Association and is never
included when the term exchange-bank is used. It is not a member
of the clearing ; but it keeps current accounts with eight large banks in
Raugoon, so that in exchange for a cheque drawn upon itself and paid

into any one of those it can give its own cheque drawn upon the same
bank.
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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 Ceniral Bank [361 thousands]* and the Cenfral Bank of India
{28 millions]® ; each of these has its sole Burma branch in Rangoon.
The Burma Loan Bank|[15 thousands), is a small Indian bank registered
in Rangoon with about 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
and Sons (Bankers), has a Rangoon branch doing agency business. The
Chinese Merited Bank [100 thousands]® is a small local Chinese bank
registered 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 Bank of Upper Burma [200 thousands]*
has its sole office at Maymyo, the Mercantilé 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 out of an
agricultural loan company and is the only bank in Burma organised on
avestern 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,f with
the 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} lakhs ; 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-loans. Its head office
4s at Pyapdn 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
of the banking centres in the Irrawaddy Division shown in para-
graph 71. The bank 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 brackels in this paragraph indicate the total paid-up capital and
-disclostlzg‘:ucrvs and undisbursed profit of the bank at the end of 1928.
+ 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 with the aid of
its nine offices an important remittance business. Advances are made-
chiefly at the head office and rural branches, and the principal advances.
are made to owners of considerable 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, bnt is necessarily limited by the-
funds available : its principal function is the collection of deposits for
lending in rural areas. Mr. Gubbay in his lecture- on Indigenous
Indian Banking to the Royal Society of Arts on 11th November-
1927 remarked that [the Allahabad Bank was the only instance of
the entry of a purely mofussil bank into the commercial banking of a
presidency town, and that in all other cases where branch bauking
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 asa 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 branches.

82. Only one bank of this class, namely the Central ‘Bank of India,.
is a member of the clearing. T. Cook and Sons (Bankers} and
Dawsons Bank clear through other banks which are members. The
remaining banks of the class pay in to their accounts with clearing
banks cheques collected by them, while for cheques drawn upon them:
and presented by other banks they either - pay over the counter or give
in exchange a cheque upon a clearing bank.

83. Dawsons Bank, the Bank of Upper Burma and the Burma
Loan Bank are the only banks organised as banking companies that are-
registered in Burma. The first is under mixed European and Burmam
direction and European management ; the second is under Indian direc.
tion but has a European manager ; the last has Indian direction and
management and in fact is entirely an Indian concern. There are thus.
no banking companies working in Burma which are registered in Burma
and are owned and managed by indigenous people.

84. Private Banks.—There is one private bank, Messrs. A. Scott
& Co., which belongs to a partnership and has long been established
in Rangoon. Its banking business 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 machinery, wines, spirits
and provisions ; they also manufacture and export Burma cheroots.

The bank is not & member of the clearing but clears throm,h the
Chartered Bank.
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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 a
private company and one by a public company. The private company
(Balthazar and Son, Ltd.) carries on a general banking business along-
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
drafts 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 deposits
on corrent account ; but it does not make advances., Neither of these
two banks has access to the clearing ; in exchange for cheques drawa
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 arz cleared is Rangoon, where the clearing is managed
by the Imperial Bank of India. The members 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. Scott & Co. clear
through clearing banks. Other banks have no access to the clearing.®
“They, like all the financiers of the second class mentioned at the
beginning of this chapter, must settle cheques directly. A bank whose
-customer pays in to his acceunt 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 2 cheque upon
the collecting bank 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 obtaized from different sources, as explained 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 great fall,
-s0 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. Subsequently 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 1929 were 1204 and 1216 millions respectively.

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

» Except the Bank of Cheltinad, Lid., (see foolnote to paragraph 70] which began
.on the 11th June 1930 io 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 payments 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., Calcutia 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 there
has been any such change of practice in Rangoon as would affect the
comparison of one year with another there.

89. Currency.—As part of the Indian Empire Burma uses the
Indian currency ; but it appears to be distinguished from other 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 whose transactions are on a modest scale. Dealers going out to
buy paddy from cultivators at harvesttime 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
{en-rupee notes taken is consequently greater. Dealers buying paddy
‘stored in granaries take most of their money in notes of Rs. 100 ; the
scllers in these cases find the larger notes more convenient because they
use much of it inlarge 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
5} crores of additional money were issued by the Currency Department in
Burma 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 silver, all the rest being in paper.® In the area of our enquiry in fact
silver money has been largely displaced by paper money. But the Shan
States and other outlying areas still demand silver rupees or gold.

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

® Currency Report, 1922.23,
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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 Iast amount includes the five and ten-ru see (and the old
one-rupee and Rs. 2}) notes of all 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 counting 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 formm a very large part of the forged notes seized by the
police ; hence some distrust of the ten-rupee notes arose for a time
until the new pattern was introduced.] (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 nat used for ordinary~gurrency.

91. Currency Chests.—Government has undertaken to maintain a
certain stock of silver so that silver coins can always be obtzined in
exchange for notes. There are also rules concerning the exchange of gold
for notes and notes for gold,* and thesé are of great importance to the
country ; but they are not studied in thisreport. The stock of silver kept by
Government is not kept all at one place but is distributed in ali 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 may be
taken out of any one of them without an equal amount being first 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 Governmenl to give any
person demanding it either gold at Bombay or sterling in London in'li.eu thereof at a
ertain price in exchange for yupecs and notes above a certain minimum (roughly

cs. 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 use is to enable Government to avoid lock-
ing up its funds in scattered treasuries and yet avoid the necessity for
frequent transfers of coin and notes from one treasury to another.

92. Movements of Money.—Money is taken out into the
villages in December to March by the dealers who buy the harvests.
The cultivators nse most of this to repay short-term advances taken
since the previous May, to pay for goods bought on credit during the
same period, to pay such part of wages and hire of caltle as is paid at
harvest in cash, to pay their land-revenue, to repair their houses, and to
pay for clothing 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 clothing and
tobacca and enough of certain kinds of food to last until the next
harvest begins. Some of the moneys disbursed by the cultivators as
repayments of loans are sent by the Chettiars to Rangoon ; some are
used to finance the disposal of the crops by the middiemen. Money
used to buy imported goeds finds its way back by steps through the
traders or the Chettiars to Rangoon, and some money used to buy other
goods gets back in much the same way to the various large trading
centres. The money which thus comes back from the cultivators o
Rangoon and other large centres Hows out again 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 the open season (November to May)
and returns to them in the later part of that season ; while another part,
perhaps about equally large, stays in the rural areas, without travelling
far. The latter part circulates from cultivators to labourers, food-
purveyors and cattle-owners ; and from them to traders and money-
lenders, and then round to cultivators again in the form of loans.
In the delta Dawsons Bank helps in this local circalation by selling in
Rangoon telegraphic transfers on its branches for money required in the
delta to move the paddy crop in January to April.

93. Chettiars send a considerable amount of money to and froim
Rangoon in the form of currency. It is said that the money brought inr
by Chettiar clerks from stations along the Prome nilway-line to four
Rangoon firms alone amounts to half a million rupees a day for ten to
twenty days at the height of the season; and large sums are sent in
also from Walkdma, Moulmeingyun and other delta towns, When the
amounts are smaller a clerk from one Cheltiar firm in the place takes
uvp money by train or steamer on behalf of all the firms in the place,
having changed the money into one-bundred rupees notes for the
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journey ; thus the expense of messengers’ fares is reduced. Chettiars
also give out locally money which will be used to buy paddy to be sent
to Rangoon ; they thus get in exchange for their money a credid 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 -Rangoon.” On the other hand Chettiars
receive money from local traders in exchange for hundis drawn on
Rangoon with which the traders can pay their suppliers in Rangoon.

Fresh advances by the Rangoon Chettiars 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 ihe year, thatis to -

say, one-sixth of the total of the year's revenue, is received in March
moreover this inflow into the treasuries follows closely upon the
collection of capitation-tax and thatkameda, T and when added to these
make up more than one-quarter of the year's tolal revenue. There are
also large disbursements by Government all over the country in February
and March ; but, even so, the net receipts of Government nearly every-
where are heaviest in those months, The money so received is
gradually transferred by the Accountant-General to the treasurics
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 in-

_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 should get dissipated.

95. Formerly the Conptroller-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 India to Burma to meet the
demands of the rice-frade. The average excess of rupees brought from
India over rupees sent to India in the years 190% to 1907 was 87 lakhs,
On the other hand a considerable amount of rupees used to be taken
from Burma to India by Indian labourers returning to India at the end
of the rice reason ; the total taken by over 200,000 persons} might easily
have equalled the 87 lakhs Lrought from India by Government. Nowadays
remittances of ropees between India and Burma are small, and, apart
from a consignment of 3 lakhs sent annually for examination as a sample

® Telegraphic transfers and supply bills are described in paragraphs 363 to 363,
TA mgf?, Upper Burma. The tolal demand fur a village is calcutated at a ﬂgt
tate per household which is revised when the local land-revenue settfement is
but the assessment opon each household is determined by elders of the

vised ; . . D
:iemc according to each assessee's suppoded capacity ;to pay and his influnce over the

elders.
{ Nowadays the immigrants number over three hundred thousamd per annom,
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of the coinage 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 additional currency needed seasonally to finance the marketing of
of the paddy harvest is provided by. reducing the paper currency 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 Indians returning to India.  First and second-class passengers
. carry much the same amount of money on an average, whether they are
“passengers to Burma or from Burma. This is also true for some sorte
of third-class passengers. But for the Indian labourers, who form the
“majority of the third-class passengers, it is not the .case. These come
to Burma because they can earn inore 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 return 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 ; rapees are often
carried in hollow belts specially made for the purpose so that the
rupees can be arranged in a line along the length of the belt Enquiry
was made at our chairman’s request by the Protector of Immigrants,
Rungoon, into the amonnts actually carried. He instructed-his assistant °
to ask a number of passengers of the labourer class individually how
much money they carried with them. The enquiry was made in
February and March 1930 ; probably the sums carried would have
been larger in April, but we could not wait till then, Only a few
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 those who cawried most would be
most affected by this fear the enquiry was biassed towards an under-
estimate. Of the 340 persoas examined (constituting a little over 1 per
cent. of the annual migration) 44 per cent. carried Rs. 20 or less, 28 per
cent. cartied over Rs. 20 np to Rs. 50, 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 hend was Rs. 46. On most ships about 10 to 12 per
cent. of the total was in cash, the remainder in notes, almost entirely
notes of ten ropees. If these averages hold good for all the emigrants
there must be (after allowing for passengers in both directions) a net
balance of something like ten millions of rupees taken by travellers to
India every year, of which about one million are in silver and the rest
in paper currency. x
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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 as indebted because he has borrowed some money to finance
his current year’s cultivation. If at harvest time he fails to repay his
loan he is regarded as becoming indebted for the amount outstanding.
For brevity we use the term crop-loan to represent loans which are
expected to be paid back at next harvest and are therefore excluded
from out term indebledness ; these form the subject of our next chapter.
To prevent misconception we mention at once that crop-loans may be
used for household or other expenses apart from cultivation ; the name
relates to the period of the loans, not primarily to their purpases.

98. By long-term loan we m=an a loan which is not expacted to be
repaid within five years of being granted ; by intermediate toan 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 coadi-
tions affecting them, will be considered in Chapter VI. Thus the pre-
sent chapier is confined to indebtednzss regarded as a burden carried
by cultivators and  hamperinyZ the provision of long-term intermediate
and short-term credit for tham, espzcially short-term credit.

99. Obviously the amount of indebtedness, espzcially as it includes
stale crop-loans, must vary from year to year according to the amount
and price of the harvests, the incidence of cattle-disease and other
circumstances. An excessabove the average harvest does not compensale
for an equal deficit in the previous vear because the deficit gives rise to
increased charges for interest. Hence the total indebtedness must rise
abruptly after a bad harvest and diminishk slowly after a good harvest.

100. Volume of Indebtedness.—The problem of agricultural
indebtedness has been studied for many years in Burma. Revenune
settlements are mide at intervals of twenty years, and at each settle-
ment statistics of the indzbtedness of * the cuttivators and landowners
are collected throngh enquiries from as many of such persons as
possible. The settlement reports thus afford for each district (and
generally for separate tracts of uniform characterin each district) the
results of a wide enjuiry. 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 studied the problem to seek a
remedy for the bad crime-record in Burma, and in connection with the
_granting of land for cultivation. Studies 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 thata
house-to-house enquiry would be necessary. This means in practice
something in the nature of the settiement 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 cumpile
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 ones left something to bé desired. The enquiries,
especially the earlier ones, were made by subordinates of little educa-
tion. Insome the enquiries did not systematically distingnish between
indebtedness and crop-loans, though there was to a certain extent an
automatic separation because part of the enquiries in each season and
locality have generally been made soon after harvest. In some the
sample of persons cxamined 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 ot 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 notorious.

102. A rough idea of the order of magnitude of the total indebted-
ness can  be reached in an indirect way. The greater part of it is
certainly 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 amouont to about 48
crores in December of each year, and that of this “about 12 croréds
represent crop-loans.* From the reports of district committees it
seems probable 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 total permanent indebtedness is probably of the
order of 50 to 60 crores. Without any pretence that this estimate is
accurate within any specified margin we think it gives a useful general
notion of the total.

* See the discussion of Chettiar working capital in paragraphs 471 to 476
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103. Confirmation of the.gstimate can be seen in the following way.
" The total area cultivated with paddy in the Pegu and Irrawaddy
Divisions is &'8 million acres ; by assuming for this an average value of
Rs. 100 per 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 total 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 in 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 ghe 9% million acres of Lower Burma paddy
land. This method probably gives too high an estimate because gales
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 25 crores far the value of paddy land in Upper Burma,
and will not be so such in excess ; take 15 crores as a conservative
figure. Then the total value of paddy land in all Burma is not less than
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 80 per
cent. Thus the paddy cultivators alone have cover for at least 72
crores of rupees of long-term loans.* Allowance must now be made
for all the other land, say one million acres in Lower Burma and over
five million acres in Upper Burma, including garden land and other
sorts which make a considerable addition to the cover. Debts secured
on gold can be ignored because they could be paid off without
depriving the borrower of any productive power or of any necessary
property. Butthere 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 indebtedaess thus seemns likely to be of the right order of
magnitude.

104. Viewing indebtedness with respect to its effect upon the
cullivating classes we asked district committees in Articie 60 of
our questionnaire to give ms 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 anud 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
_ pay off 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 proportion to its valee ; but its owners
still borrow, and the ervof in the estimate of fotal cover on this account cannot
be large. a
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C. those who do not belong to Clasg. A or B but have debts which
are less than half the value of their land (ot eounting othex
property) ; :

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

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 questionnaire
in the thitd volume of this report. They are not based wupon
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 hirst sight. Still the figures probably
do give a fair general idea of the truth. An 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-yuarter of the practical cultivators owning their land belong to each
of the Classes B, C, D, while one-eighth belong to each 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 Meryui Districts alone'; all these
four, it will be observed, lie outside the general body of the country,
sud in fact the first two have (from an economic point of view)
something of the same peninsular character as the other two.
proportion exceeding 20 per cent. was estimated for Class E in Tharra
waddy, Insein, Pakokku, Sagaing and the Lower Chindwin Districts ;
the actual percentage stated may be erroneouns, but the evidence may
be accepted as showing that there is a large class of bankrupt cultivators
in those districts.
" 105. We further enquired how much burden of debt a cultivator can
support. 1t seems to be generally thought that cultivators of Class C
can genernlly maintain their position i they have good health and are
up to the average in industry and skill.

106. Every district committee was asked also to estimate the propor-
tion of tenants who cuitivate paddy and in an ordinary vear are able lo
puy their rent and all their debts and still pot aside from their harvest
enomth paddy for their food dhtil the early part of the next crop comes
in. The average estimate was that one tenant in four belongs to this
class ; but in some districts such tenants ars rare.

107. Causes of Indebtedness.—in much of the discussion of
the causes of indebtedness there bhas been confusion between those
causes and the occasions of borrowing. A specific instance will show
the distinction most clearly. Suppose a cultivator who has Rs. 150 in
hand to pay bhis expemnses till next harvest loses abullock by rinderpest

-



in 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 expeaditure, 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 ;
and, 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 the present indebtedness to general social and
economie disorganisation.

108. Without pretending in the least to givea full account of the
agricultural indebtedness ‘problem, that being as large a task as the
whole of ours, we mention twelve heads for consideration in connection
with our particular task as follows : {f) money economy ; (i1} agricultural
development ; {fif) vicissitudes: {(fz) lack of investment facilities ;
(v) depreciation ; {»/) Buddhist inheritance laws ; (»i)) religious and
social customs; (24%) national character; (ix) speculative trading;
(x) abuse of credit ; (+i) rise in paddy prices ; (xii) high rate of interest.
We do not even ge as far as fo 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 exiension 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 prodection ; most of the bousehold needs
were obtained direct from nature by the family. One must remember
that the low wet lands of the southern part of the delta and the wide

/" open levels of the morthern part had not yet been developed. The
paddy was commonly grown in small hollows and narrow valleys with
jungle on rising land 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 mats,
firewood and other timber, all sorts of edible leaves and fish were easily
obtained. Cattle could be bred and pastured on the rising land, and

/ 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 imited requirements
of paddy ; the rest of his time 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 strong men, and the sons
fgenerally married and went off and started. their own holdings when
they got strong enough for this. There was not much difficulty about
declining years because long lives were unusual. But as cultivation
extended the waste was cleared and®wild products became more
difficult to obtain. Cultivation Ypread into country of a different
character, where less variety of products was offered, where in fact
the miscellaneous activities of an upland area could not be pursued,
and cattle could not be bred. In the later extensions the family could
give. less help because of the deep water and other physical €onditions.
Government, for revenue purposes, imposed restrictions upon ﬁs‘hingb
and this developed into a specialised business on a commercial scale.
The cultivator had to Speciatise in paddy cultivation on industrial lines
finstead of the old family basis, and to adopt a money economy. All
the precepts of his parerits, adapted to a different economic system, went
“awry ; he was without guidance and his money burned his fingers,
especially when paddy prices began to rise. Moreover he found himself
living in « new community without deep roots in the past and all that
they imply in social organisation. The exported paddy encouraged:
the import of cotton cloth with attractive colours and patterns never
seen before even in expensive silks, and at the same time the local
conditions made home-weaving more difficult. All sorts of miscellaneous
goods were imported ; some were necessary to replacé the things with
which the cultivator could no longer supply himself ; some were cheaper
or moreconvenient than the native things for which they could be
substituted ; some appealed to the Burman'’s strong love for novelty and
easily coaxed his money out of the pocket in the new belt he had bought
himseli. 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
themselves handling money on an unaccustomed scale. The change,
occurring so quickly for a nation without previous contact with the
outer world, was a shadering national expericace 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 economic errors of which .
some examples are being mentioned in this chapter. We are
compelled here to pass over many aspects of importance to our study.
Without an appreciation of this change the present indebtedness
in Burma canoot be investigated. More important, the traditions
w.With respect to borrowing in general, including short-term loans,
will not be undgrstood. Above all it must be remembered that alt
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this took place only thirty to sixty years ago, and that in some-places
it is still more recent; the parents of many of the present cultivators

were born in about 1875 when the change was just beginning.

110. Agricultural Development.—The rapid extension. of
paddy cultivation could not take place without the investment of a
* large amount of capital. There was for many years a common saying
- amongst 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
been-true seventy or eighty years ago. But in the days of industrialised
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 from twelve te
hiteen years to reach full productivily, much- debt was incurred’ by
pioneers extending cultivation. Some pioneers were merely the agents
of capitalists, and never had reason to expect to win through as owners
of the land they cleared. Some 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 stamding crops as security, and charged a high rate of
interest accordingly. Some pioneers came throughlvictorfously as owners
of wide stretches of fertilgland Most who succeeded at all got a holding
subject to a mortgage. We cannot go here into detailed discussion of
the economig side ot this colonisation ; we can only point out that much
-of the indebtedness of the wide paddy areas which are comparatively
newly cultivated represents capital sunk in the improvement of the
» land from jungle to paddy-fields. The original pioneers had often no
capital at all ; their children and grandchifdren have land subject to
mortgage. A laige 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.
. . ‘
11]. Vicissitudes.—The culfivator's risks of drought, flood,
pests, illness, bad prices and a thousand and one other things have
-=been mentioned $o0 often.that we mention them here only to reassure
our readers that we are not overlooking them, and to mention that
practically no insurance provision for.cultivators exists. Co-operative
societies for cattle-insurance have been tried ; but so far no real
soccess can be claimed. The special difficulties of these vicissitudes
in the two generations immediately preceding the present, while the
mneyeoonomy revolution was going on, must be borne in mind.



( 59 )
" 112. Lack of Investment Facilitiés.—All over the country .
people with money have been limited to moneylending, land and jewellery
for its investment. Other investments were scarce and not well known-.-
Investment in land by non-cultivators has been an influence raising the”
cost of land to cultivators and involving them in greater debts for its
purchase and in greater interest charges to correspond. Investment ir
jewellery is. unremunerative in the material sense, but finds some
justification as a way of storing up the profits of good years to- use int~
bad years either by selling the jewellery or by usmg it as security for
loa.n:-, The envy and emulation inspired in some women by the
jewellery of athers has led, however, to the purchase of jewellety~ even
with borrowed money. The joy- of wearing such jewellery on a few
occasions _in the year has often been purchased dearly, if the interest
" paid for bcu rowed money, or the loss of interest that might have been
had by investment, is considered.”

113. Depreciation.—A matter which has not received enough
attention is the indebtedness arising from the failure to provide for
depreciation of cattle and implements, so that when their usefulness
comes to an 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 usefulness, the next time for replacement often sees the
debt increasgd. There is in fact a steady consumption of capital going
on. « Largely this is due to a lack of appreciation of the facts ; the same
error is being exhibited on a considerable“scale at the present time by
the owners of taxis and motor-buses, who consume the gross profit and
make no provision for replacing their vehicles in a yedr or two when
«they will be worn out. Partly this omission is a natural consequence of
a desire for a higher standard of tiving ; it is difficult to put aside forty
rupees as depreciation for cattle when s0 many desirable things, whethér
luxuries or not, are lacking in the household, The difficulty is greater °
still when no banks for depositing the forty rupees are readily available
and there is no tradition of such saving.

114. Buddhist Inheritahce Laws.—Accerding to Burmese
Buddhist Jaw land should be divided amongst all the family of a
deceused person. I the holding is not large enough Jo be shared
amungst them all, it may have to be bought by one of them who will
have to mortiage it to raise the money. The several small shares are &s
likely as not to be frittered away or consumed, in the manner described *
just above, as the depreciation »f cattle or a cart ; thus eventually the
deceased puarents free of debt are replaced by an indebted son, while .
the other children are no better off than before. If the holding was

* See also paragraphs 592 and 598,
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. aiready mortgaged by the parents it is unlikely that the children can
retain possession at all if they share out. There isa'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-pyu) 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
itself, -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 needs
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 passage, taken from
a note prepared in 1926 by Mr. E. G. Pattle, 1.C.S., for the Roval
Agriculturat Commission, exhibits the national character both with
regard to indebtedness and with regard to the collection of capital :—
The bourgeois ideal of economy as a rule of life pursued with a
view to financial security makes little appeal to the Burman agri-
culiurist. 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 the last half century
is one of unceasing and revolutionary change.
‘We think, however, that it is at least unlikely tlat the Burman is
really so careless about repaying loans. Looking at the matter from an
evolutionary stand-point it seems improbabie that a nation could
develop as the Butmese nation did, and endure so long, if it had as one’
of its fundamgntal characters a complete lack of responsibility about the
repayment of loans. The system would simply not work. It is
proverbial everywhere that debtors manage to avoid meeting their
creditors ; and there is a proportion of chronic defaulters everywhere.
But carelessness on the part of Burmese_lenders is not alleged, and it
may be presumed ‘that it never existed. Let the extreme contempt
which Burmans had for Indians until recent years (and still 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 explan_ationof the



( 61 )

present Burman attitude towards the repayment of loans, more rationat
than ascribing it to a fundamental character of the race, is thatitis a
temporary effect due to recent conditions of easy credit from Indian
lenders and without adequate control in the application of loans. As a
temporary effect it is susceptible ot removal.- This is not the éommon
view : but the argument in support of. it deserves consideration, and
present.day 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 3
it is better for them to stick to their own trade of agriculture and to
leave trading to those who make a speciality of it. Other forms of
. trading 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 distinguished by his versatility ; but these
ventures in the conditions-of to-day’s money-economy often lead fo loss,.
so that the adventurer is left with a heavy mortgage on his land.

118. Abuse ol 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 aye readily obtained.
Indebtedness in fact increases with borrowing-power. This is not
confined to Burma, nor even to India ; it was exemplified even by the
thrifty German peasants whean the change from feudalism 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 agricultarists ; the
snormous sale of motor-cars in America in recent years has exemplilied
it again. The Burmaa cultivators had a special temptation in that they
had to pass through the revolution from a naturs] 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 Buemna chiefly by a class who were well-of even in
comparison with large numbers in their own couatry, and followed a
particularly expensive mode of life because they were living under the
difficuit conditions of a climate which differed greatly from that to
which their race was accustomed and their habits of life adapted. Not
only was there temptation to extravagant expenditure ; there was
temptation to excessive investment. From 1900 to 1908 paddy rose in
price by nearly 50 per cent. and many Burmans thought they had only
to borrow money and buy land to get rich easily. The Chettiass also
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fell into error, and instead of steadying the borrowers encouraged
them to borrow ; they even went about the villages inviting and
~ _.encouraging people to borrow to invest in land. The Burman was still
a novice in the new economic system on 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, mort-
gaging both their old land and the new holding to get the money. The
. demand for land forced up its price, but both borrowers and lenders

-always thought the price would climb still higher. In 1907 2 financial
crisis occurred in the United States of America and the world-wide
money stringency which resulted led the Chettiars to call in their loans.
Many borrowers then lost all their land ot sold off their new holding
and still had a2 mortgage on the old holding which they had previously
possessed  freely. Thus many old-established cultivators who had
managed during a period of rising paddy prices to pay off the debts
incurred in colonising their land were added to the number of those
who had not succeeded in that and had acquired a mortgaged
holding. '

119. Apart, however, from the calamitous events resulting from the
boom of 1900-1908 there has been constant abuse of credit in borrow-
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 support it and
encouraged by the rise in the price of paddy during and since the boone.
It is true that extravagant expenditure on exotic luxuries and specially
fine clothes was seldom practised witlh borrowed 1money. It occurred
in prosperous seasons when a plentiful harvest had secured a
good price. But it often led indirectly to borrowing for currenl expenses
because it consumed the reserves that ought to balance good years
with the bad ones which will inevitably follow it. Expenditure has
naturally been much curtailed in the last few years when the real price

of paddy has been so low. .
LY

120. Rise in Paddy Prices.—Besides leading to an abuse of
cradit as described under the last head the rise in nominal paddy prices
has (@) discouraged thrift (b} ercouraged extravagance and undue
enhancement of the standard of living and general anticipation of future
profits : (c) caused failaore to provide in prosperous years for
less prosperous years or to repay debt or to provide a sinking-fund for
its repayment; (d) strengthened unwillingness to reduce the standard
of living temporarily in unfavourable seasons ; (e) encouraged litigation ;
(/) encouraged speculation both in trade and in the extension of culti-
vation ; and (g) increased the difficulty of the cultivators in buying

land.
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121, High Rate of Interest.—Most of the considerations put
forward above to explain in part the growth of indebtedness owe much
of *“their effect to the high rates of interest for loans to agriculturists
which have prevailed and still prevail in Burma. These are consider-
ably higher than in most parts of India. In the recent enquiry by. the
Indian Cotton Commitfte into the Anance of cotton-growing it was found
that in Madra< 84 per cent. of the loans were at one rupee or less 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 interestat 12}
annas or less. In Burma a rate of 12} annas has never been heard of °
amongst cultlvators, whether for crop-loans or for long-term loans;
while a rate of one rupee occurs only under exceptional circumstances
ina 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 ovdinary rates of Burma are the exceptionally high
rates of India. For unsecured loans and loans of certain characters
{sabagpe, etc.), the rates may be five or ten or more rupees per Rs. 100
per mensem, It is obvious that with these rates of interest it is difficuit
for a cultivator to avoid getting deeply into debt whenever any misfor-
tune occurs to him. If heis not able to repay promptly, the compound-
ing of large amounts of interest, also bearing interest at a high rate,
makes a default 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 for the borrower to bear, It is unfortunately true that many
cultivators have by a single misfortune, such as ill-health or death of cattle
or theft of cattle or a short harvest, been set inevitably upon a road
leading straight to the loss of theirland. For many 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 can fall easily into the same plight as those who have ; they need
only have such misfortunes as those mentioned above in two successive
years. Everybody, however industrions skilful and thrifty, is_liable to
suffer this. It hasindeed been said that agriculture in Burma cannot
pay its way with interest-rates at the present level. There is special
difficulty just now in discussing that contention while the market for
most agricultural products is depressed : but, whether the contention ig
true or not in normal 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 other matters over
which the cultivator often had litile or no control. The reasons for
these high rates of interest will be taken up in Chapter XIX.



CHAPTER V.—SHORT-TERM CREDIT FOR AGRICULTURE.

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 canse of the need for any particular crop-loan. ‘Bhe practice is
naturally fo 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 presently 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 accordzace
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 conseqaently apt to be fallacious.$

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, flood, 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 ‘hathameda.§ Loans for
current e?xpepses are naturally Jarger 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
1in a stock of certain provisions for use in the next six 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

. also the lanation of the term in paragraph 97, especially its last sentence.
+ ?tﬁhis reporte,‘r‘plandlord " is used to mean a landowner who lets out his land ;
a cultivator is a person, either an owner or a tenant, who performs or continoously
supervises the agricultural operalions on his land. Some are landlords in respect
of some pieces of land and.-cultivators in respect of other pieces of land.
Compare paragraph 107,
See foot-nole + on page 50.



( 65 )

crop-loans taken by gome cultivatorsis due te advances made during
the cultivating season to their labourers of wages due at harvest.

124. Loans are also taken to buy cattle, either with Weliberation
when the idea has arisen that the cattle in use ought to be replaced or
in an emergency when cattle have died during their working season
and immediate replacement is a necessity ; whether such loins are
really crop-loans or not depends upon the wealth of the borrower and
the size of his holding. A cultivator who works four or five yoke of

.cattle must on the average have a replaceméent every yedr ; the cost of
this becomes a normal expense of cultivation, and even an unexpected
outlay to replace a dead animal will not be difficult to meet at next
harvest.. On the other hand for a cultivaior with one yoke of cattle
the replacement of even ane animal is a larger matter in proportion to
his ordinary turnover, even if on an average he is abte .i_n his part of the
country to live as well as the tenants of large holdings in another par®;
for such a man payment at one harvest is rarely possible. If he buys
just after one harvest, he may borrow only part of the cost and repay
next year : if he has to buy unexpectedly, repayment at next harvest
probably uses up all his cash and compels him to borrow part at least
again‘in dddition to his norm1l borrowing for current expenditure.

125. Loans are rarely required for the payment of agricuitural rent,’
because that is generally paid in produce just after barvest. Ip those
parts where the crop is uncertain the landlord allows a reduction if the
harvest is bad ; where no reduction is allowed, part of the rent.fora
bad season may be allowed to stand over wuntil the following year, when
the tenant may get a better crop and be able to pay the deficiency.
Some of the harsher landlords turn the postponed rent into a cash debt
at interest ; but that is not the usual procedure. Cash rents are paid
before the tenancy begins and they must generally be borrowed ; they
are always fixed without hope of reduction in case of a bad harvest, bat
they are rare and in many parts are unknown,

128. In some parts landlords borrow to pay the land-revenue,
because, althongh 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 charges incurred. Some cultivators alse defer-the sale and
horrow in the same way ; but if they leave the crop on the threshing-
floor they have the risk of rain, and if they move it toa granary to
avoid that risk they have an extra expense. Postponement of sale is
therefore done. as a rule, only by landlords. To avoid' both the risk
and expense- landlords who have only one tenant and no paddy of their
oyn sometimes ask the tenant to sell the rent-paddy from the threshing-
fluor together with his own prddy.  If this is not done the hndiord =
bound to incur the expense of moving the rent-paddy whether he yells
early or late, and therefore is more ready to posipone the salee More-

over the landlords of large estates are better able to.borrow for paying
5 -
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the land-revenue. In some parts of the delta, especially the richer
portions where much land is cultivated by tenants, the proportion of
the land-révenue paid from borrowed money is considerable : but
this is no ground for asking for the revenue to be collected at a later
date. '

127. Crop-loans are sometimes taken to pay capltation-tax in Lower
Burma or thathameda in Upper Burma. As the capitation-tax is paid
only by men between the ages of 1B and 60, and is an annual sum not
exceeding Rs.”5 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 (July to June)
was postponed until January, but some district committees report that
Money is still borrowed on this account.

128. Ceremonies such as initiations (shinpyu) ear-borings, and
marriages are commonly arrgnged 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., Funerals more often require
borrowing for their particnlar occasion. In the evidence of the
Hanthawaddy 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-borings to be attended by most of the
inhabitants of the same and neighbouring villages, and for sabscriptions
1o be collected in advance from those proposing to attend. Subscrip-
fions 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
<esire'to outshine others ; but borrowing for these matters is not so
- large as might be thought by a spectator unatware of the subscription
system.

129. A few cultivators spend much money to educate children in
town schools ; this sometimes leads to chronic borrowing which is really
.of the nature of a long-term loan; it may not appear as such
superficially, but may appear as an increase of the amount borrowed for
current expenses. Ill-health of a cultivator may prevent him from
working ; ili-health of his wife may require him to accompany her on a
journey for change of climate as well as involve him in expenses for
treatment ; sucl interruptions of work leading 1o reduction of profit in
one year may cause additional Borrowing for current expenses in the
nex{. Ordinary repairs to houses are included in the current expenses
" already mentioned ; amongst cultivators large repairs or the building of

€2 .428. Nat
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:a néw 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 or revenue courts, fines in criminal
courts, and paddy speculation are mentioned as other reaspns . for
borrowing ; but naturally any activity requiring expenditure may be a
reason for borrowing. Whether such a loan will be a genuine crop-
loan or become permanent debt depends upon the character and
.circumstances of the borrower and the amount of the loan,

130. Lenders of Crop-loans.—A small proportion 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 Dawsons Bank ;
but although these are important in their ¢wn localities they provide
only a small part of the total crop-loans of the country. Most grop-loans
.are provided by private lenders. Inall Lower Burma taken together the
Chettiars probably lend rather more than half the total amount of crop-
Toans. Most of the balance 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 BRormans and other indigenous people. In Akyab there are seven
Arakanese joint-stock moneylending companies which finance agricul-
turists. 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-lcans is much less than that of either 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 a2 share of the loans. The
total number of Chettiar businesses lending to agriculturists is round
about fifteen hundred, while there must be at least one Burman lender
in nearly every one of fifleen thousand village-tracts, and most of these
have several lenders. The succeeding paragraphs will give a short
account of the various lenders in turn.

131." Chettiars.—Throughout Lower Burma, except in Tavoy and
Mergui, Kvaukpyn and Sandoway districts and some areas in other
-districts which have comparatively litile intercourse with the general
badly of the country, the Chettiars are the mainstay of agricultural finance.
They not only do a large, generally the largest, part of lending direct to
agriculturists ; they also finance to a considerable extent others who do
‘such lending. So important are the Chettiars in some parts that the
‘Hanthawaddy district committee has reported that they are the only
Jenders, while Tharrawaddy ascribes 99 per 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 was estimated by the district
%



{ 68}

committee that Chettiars lend one-third of all the crop-loans directly
dnd financeé the Burman lénders to such an extent that Chettiar money
forms altogether two-thirds of all the loans. It is probable that the
Chettiap provides as mach as this in all Lower Burma, except only the
dreas mentioned at the beginning of this paragraph. We estimate the
total amount of crop-loans annually provided by Chettiars, directly or
indirectly, in Lower Burina at 100 to 120 million rupees. In Upper
Burma the Chettiars probably provide not more than 5 million rupees
as crop-loans, making a much smaller share 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 business. The borrower says when applying
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 ; there 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 Chettiar’s books. The
Chettiars are ready to supply all the financial needs of their clients, and
so long as interest payments are not in arrears and the security seems
good they allow the loan to run on, subject 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-Chettiar
lenders are naturally the indigenous people of the country, that isto say
chiefly ‘Burmese (including Arakanese). In sdhme places there are
Karen lenders ; these lend almost solely to their own race. Even in
those Lower Burma districts in which the 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 are themselves agricul-
turists. In Sagaing division the Burman landowners provide the
greater part of the Ioans to agriculturists, and thronghount 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
everywhere landlords who lend to their tenants, but this is properly
regarded as part of the land-letting business : in many cases the land-
lords themselves borrow from Chettiars or others to finance their
tenants. There are besides large numbers who have a capital of a few
hundreds or thousands and lend it out to any surrounding cuitivators
and regard this business as an important, and perhaps the principal,

means of their tivelihood : some of them increase their working-capital
»
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by borrowing from Chettiars. But indigenous Jenders who work on the
ordinary scale of the Chettiars of their neighbourhopd can possibly be
counted on one person’s figures, and there gre no associations of
/Burmcsc or Karen or other indigenous 1enders and no organization
-amongst them.

135. Some Burmans who lcnd on a small scale are primarily
agriculturists. Petty lending may be done by a practical c,ultwator ;
but usually in sych cases the lender works his land by hired labour
under his own supervisign. Jf he has enough money to lend ana
-considerable scale he lets the land to tenants, and he may confine his
lending to the loans they require ; probably in such a case he will
speculate in paddy, buying additional grain to go with that received as
rent and storing it all for four or five months to sell at a higher price.

136. Most Burmans who have enough money to lend on a consider-
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 becanse they can use the land as security for loans
to increase their capital for lending or to finance the purchase of paddy
for storing. Moneylending and paddy trading are more profitable than
land-owning and get a share of the capital accordingly. = '

137. It is probably not true, although the contrary is often stated,
that professional Burman lenders are prone to overreach a borrower sq
as to get possession of his land. They find it easier to manage land
and make it pay than a Chettiar does, and consequently keep it more
-olten if it falls into their hands. But they are commonly restrained hy
public opinion from sharp practige, although disgruntled debtors in
Burma as in other countries are ready to allege unfair treatment when
they have been compelied to surrender their land to satisfy unpaid
debts. There were special circumstances in the delta when colonization
there was in full swing twenty or thirty years ago; that would be too
long a .natter to discuss in detail here. Lenders were often lending in
the expectation of becaming owners of the land the borrowers were
clearing ; Lut to a large extent both borrowers and lenders were the
slaves of vicious circumstances, of which some of the most important
were the high rate of interest prevailing geperally, the liability of the
borrower to have bis work interrupted by fever and often to” die of it,

and the Government’s policy (perhaps the only one possible under the
circumstances of the time) of leaving the distribution of land to be
scttled by an unarganized scramble while still inducing subterfuge on the
part of lenders by the practices intended ta keep the ‘'land ont of the
possession of non-agricuiturists,

138. Qther Private Lenders.—As stated carlier the foreign
private suppliers of crop-loans are Chinese and Indians. Some mentica
may be made of Zerbadjs or Burma Moslems who are a mixed race of

- -
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Burmans and Indians, Arakan Mahomedans who are a similar mixed’
race in the Akyab district, and the Kathé* (or Pomnas) of Manipuri
origin but long settled in Burma ; all these might 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 f)-
Chulias. ¥ 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 chiefly by selling on
credit. Nearly all pawnbrokers are Chinese ; but the pawnshops are:
not mentioncd in the report of any district committee as suppliets of
crop-loans. Chinése 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-leans supplied by Co-operative Societies.—
in the Pegu Dustrict 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 ; inall 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-loans 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 ane lakh
of rupees for lending ascrop-loans. The Imperial Bank and some of the
.exchange banks make advances to Chettiars; but, as described in
Chapter XI11B, only a trifling 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 pr&éent discussion as incladed amongst the Chettiar lenders,

* Some accountsof the Kathé can be found in Article 169 of the Burma Census
Report, 1921 and on page 179 of the Report on the Settlement Operations in the
Prome District, 191416, . . .

1 Chulias are Famil-speaking descendants of Hindus converted to Islam in the
time of Hyder Ali : Kaka are Malavalam-speaking descendants of Arab sailors who

_ married women of the Malabar coast centuries ago. See Burma Census Report, 1921,
page 217. Neither name is known in Madras Presidency.
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Dawsons Bank advances about 2'5 million rupees annually in crop-loans
to its clients, maost of whom are landholders of the more substantial class.

141, Crop-loans by Government.—Government’s crop-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, three 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 slated that the loans are generally popular and useful.
Reporls in a contrary sense have beenrare. One depuly commissioner,
however, qualified this report by saying the loans are popular where the
market value of land is low and loans from the ordinary moneylenders
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 district 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, Insein, Pegu)} report that the disadvantages outweigh
the advantages; we belicve 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 paris 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 disadvantages 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 the formalities special mention
is made by some witnesses of the strict verification of secunty. The
next group of disadvantages arise from the need to persuade the village-
headman 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 court-house with a number of rooms which is
bewildering to a rusticc. 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 allotments made to
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township 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 current requirements from this seurce, and often to be uncertain for
some time as to how much he will get ; moreover other lenders some-
tlmes refuse credit to a man who holds one of these loans. In any case
“ there is the difficulty that a cultivator cannot take his loan by instalments
a8 he requires them; consequently he does not save so much in interest
as the difference of rates would suggest. Finally there isa miscellane-
ous group of objections, of which one is that Government has a definite
date for repayment. Another objection is that both the Chettiars and
the co-operative societies advance a larger amounnt in proportion to the
value of the security. Farther 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 townshnp 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
Trop advances have been made year after year without being repaid,
and have encouraged people to go on cultivating avhere cultivation was
too risky; the flooded parts of Tantabin township of the Insein district
are an example of this. Such an error in the distribution of credit is
infurious to the natiomal 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 generaily
available in the ordinary way from banks or co-operative societies, or
from Chettiars 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 should 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 reserve to meet a disaster in any part of the country,
such assistance could thus be given very promptly.

146. Preferences of Lenders.—In the Akyab district Araka-
nese lendprs are said to confine their business o Arakanese Lorrowers
bgcause these are more hanest than the Chitlagonians and Hiadus who

qmiiose the major part of other borrowers. Commonly Karen lenders
prefer to deal with Karens rather than Bormans, while in the Myaunng-

® Loans in Tantahin town5h1p were stopped in 1928,



( 73 ) -

wmya district Chinese lenders are said to prefer to lend to Chinese. Bug
generally lenders are said to have no religions or racial preferences, and
to be influenced only by the security for their loans. 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 play a part; aithough so many Karen men
talk Burmese they are more at ease with their own language which they
use in their homes. Community of language and psychology must in
fact have an influence in many cases by affecting the lender’s judgment
-of the security. Subject to this consideration, there appears to be no
preference by lendersfor any sort of borrower except in accordance
‘with the security offered. There is for instance no evidence that
Indians are favoured above Burmans for racial reasons. In the Maubin
district Uriva borrowers are said to be favoured by lenders; hut the
reason is given that they work havd and never fail to imake their payments,
Old customers who have paid regularly in the past naturally get a pre-
ference, and sometimes are charged lower rates. Chettiars, finding 3ll
borrowers foreign and doing business on a large scale, take a purely
financial view of each borrower, refusing the loan or fixing the interes
according to the material security and the borrower’s .previous record so
far as it is known ta them.

147. Preferences of Borrowers for certain Lenders.—
Some of our witnesses have stated that barrowers generally prefer
Chettiars to other lenders because they generally charge less interest.
Another advantage which is appreciated is that Chettiars generally have
a supply of loanable capital. This applies also to some large Burman
lenders, but there are few who have the same resources as an ordinary
Chettiar ; the Chettiar has the advantage of a large financial organiza- |
tion. In Maubin district borrowers are said to prefer to borrow from
Chinese lenders because these do not usually resort to courts for recovery
-of their Joans ; it is reasonable to suppase that the Chinese are not
more willing than others to sacriice their loans, but select horrowers’
who pay without coercion by the courts. Some large Burman lenders
are also said to maike no use of the courts to recover laans, but io
trust to the barrower paying‘withnu\ coercion.

148. Amount of Crop-loans used.—Every deputy commis-
wioner was asked to frame, with the assistance of the district comunittee,
an estimate of the total amount of crop-loans used in a normal year in his
district ; but in many districts the problem was too dithcult 10 be
solved in the time available to busy officers. Some uslimuted the
cost of cultivation without distinguishing borrowed maney from the
mouney owned by the cultivator, and without considedng that some
houschold expenses bave to be met ; some estimated the loans that
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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
eéstimates for neighbouring districts, these estimates seem to imply 53
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.

149. All the deputy commissioners approached the problem fromr
the borrowing side. It may be approached aiso from the lending
side, by using the estimate given in paragraph 474 of 10 to 12 crores
of rupees for the amount lent annually by Chettiars as crop-loans to
agriculturists: 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
added 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 170 millions, For a reason about to be brought forward
we think something under 160 millions is justified for this estimate.
If to this we add rather more than 38 millions for Upper Burma {the
figure suggested in the preceding paragraph) it appears that the total

annual crop-loans of the country amount to something of the order of
200 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 fo 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 average of
Rs. 15 for expenses of carriage and middiemen the average price on the
threshing-floors will be Rs. 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
unreascnable, though we are disposed to favour the lower part of the
range and to adopt something under 160 millions. For 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 comparisomr
with the total for the country.

151. Further light can be thrown upon our estimate. The Pegu and
Irrawaddy divisions of Lower Burma have 6'8 million acres of paddy
jand for which an average loan of Rs. 15 per acre may be reckoned.
There are also about 2°7 million acres of paddy land in other districts
where an average 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 rough 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 the crop-loans 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 -“actwal
annual borrowings in any except a few of those reports. We
endeavoured in the rural survey mentioned in paragraph 19 to collect.
statistics of this matter in representative areas, and we give the
resuits in the Tables I, Il and III on page 77. The columns headed
#, 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 1 represent
paddy measured in the baskets used in each locality ; in Mandalay and
Pyapdn these were equal to the standard nine-gallon basket and in
Insein about 5 per cent less. The loans taken by owners ‘in the Pyapon
and Insein enquiries showed 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 the local value of the cutturn. Rather different
statistics might be obtained for crop-loans in a different year, according-
to the size and price of the harvest of the preceding season; it is
probable that in all three areas of the survey the year was fairly repres
sentative. The corresponding figures for tenants and for the enquiry
in Mandalay district can be seen i the statement.* But the survey
was not wide enough to be made the basis of general conclusions, though
we believe the tracts studied were representalive of considerable areas.
Below Table I1 are shown the ratios of crop-loans taken to land-
revenue paid,

153. Time of taking Crop-loans.—Crop-loans are taken
chiefly in the period April to November, some districts beginning a
little earlier or later than others according to the conditions of local
agricultire.  The busy season of borrowing generally begins in June or
July. The loans are usmally takea by instalments ; accordingly in our
survey we divided the working part of the year for paddy cultivation
into three parts which may be described as before, during and afler
transplanting.  In the Tables I and I1 given on page 77 we have used the
letters p, g, » to denote these three periods in order. The dates corres-
ponding to these symbols vary a little from place to place, but generally

* The average value of paddy in the villages of the Mandalay enquiry may also-

be taken at Rs. 160 per hundred local baskets, although as in the other arcas the pric
was less this vear.
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period p ends in July and gearly in September. Loans of class # are
taken largely for meeting various initial expenses 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 ploughmen to be set off against their wages at next
harvest. Loans of class g are used largely for food and wages of trans-
planters, advances to ploughmen 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 g 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
-of a loan, calculated with each loan weighted with its amount, would
Ahus 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 impelfed him to
_go to that lender for the initial loan. But if only a small loan is wanted,
the borrower may, for reacons 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 if 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 kinds. All Chettiar loans,
for instance, have the interest payable in cash. The rate is always
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-i7ans. Interest is always payable at
'harvest-time and is never deducted from the loan at the time of issue.
But loans on the sabape system (pronounced s'ba-pe or sdbdpe) or on
the sabanyun syslem are still taken in some parts. These two systems
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 ot' Cultivators {see paragraph 152).

TaBLE ).

Per cent at each

Location : number Rupees per Eeaf:l. . season. Average.
and ‘class of — — . —e -
cultivators. P q r | Total| o q r~ | Area. t(u):-l:

Insein (51) o] 135] 167 521 354 38 47 15 32| 959
Owners (23) 178 | 2511 99| 528

Tenants (28) ...

Mandalay (90
Owners (49) ...
Tenants 41 ..

Pyapsn (42)
Owners {5)

Tenants (37) ...

9 9| 14| 212

8l 99| 3r) 168
491 195 41 | 193
3] a 19| 136

90) 160} 82l 333
so| 10| 80| 320
92| 160 m2l 335

34 48 19 40 | 1,175
47 47 7 25| 730

23| s9| 18 91 325
25 s4{ at| 11¢ 38
1| e7) w| 2} 290

27| 48| 25| 21] 799
25 15| 502
27| 48| 24| 21| 839

g
&

Tanre II, -
Average Average
Location : number Rs. per 10 acres. Rs. per 1,000 baskets oulturn.
and glaSS of
cultivitory, " ¢ r Totall # q ’ Total.
tuscin (S - 42 52 10| 110 139 173 54 Joo
Ownera(23) .| 44) 63| 25| 132] 52| 214 B4 450
Tenants {28 9 39 6 &4 123 123 18 264
MNandaiay (90 2] 108 321 183 i12 290 90 w2
Owners (49 | 46 98 33 181 127 273 | 106 506
Tenants 1) 5] 13 26| 186 88 316 66 409
Pyapia 4 H 78 40 ] 1ol 113 202 103 418
Owners 18 . 531 107 55§ M3 159 319 159 637
Tenauts 137} Al 701 ) 157] 1w9] 192 o 400

TanLe III. Ratio of owners' total crop-loans to land-revenue : Inseir
337 ; Mandalay 2°'39 ;: Pvapon 4'06.
Novg—Non-cultivating owners lave been excluted from this paye.
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_Anothef method of taking advances is'the indirect method of buying on
credit ; this is of course practised everywhere‘iﬁ the village-shops, kept
usually by Kaka (Mopla) or Chinamen. Very few cultivators in Lower
Burma sell their crops before harvest ; but this practice is not uncommon
4in Upper Burma, where State land is not taken as security for loans.

156. Rates of Cash-interest.—The rate of cash interest for
.2 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
1ender, or necessary to go afield to find a lender with sufficient capital,
and may thus determine the kind of lender. “The time of the year
makes a difference in the supply of money and also affects -the period
4n -which the lender is to earn his profit. The credit and solvency of
‘the borrower are important of course, and an old customer whose
-affairs and character have been lfnown_ 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 borrower’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 small and the rate of interest high. The rate may”
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 who lend as cheaply
-as Chettiars and even more cheaply. The usnal position, however,
seems to be that a Burman lender, working on a small scale ina
restricted area and giving close attention to each loan, can lend
safely 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 Jarge 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 becanse they cannot get money from the Chettiar) and makes an
income with 2 small capital. There is exactly the same difference as
between intensive and extensive cultivation. This aspect seems to
clear up 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 exaction of higher interest by the Burman
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lender is similarly ewglained ; in- addition there is sometimes the
<consideration that the Burman lender has borrowed part of his capital
from the Chettiar and needs to take his profit as middleman.

158. The usual range of rates of interest for loans of.Rs. 100 to
Rs, 500 from Chettiars is 1'25 fo 2°0 per cent per mensem, varying
qgenerally according as mortgage security is given or a promissory-note,
though a trusted borrower may get a rate of 1'25 on a promissory-note.
Small loans from Chettiars on promissory-notes withont 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 Chetliar rates. Variations from the standards men-
tioned here are wide ; Akyab district has reported that so low a rate as
0’875 (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 reasons why it it is not correct to multiply these
rates by 12 and call them annual rates. In the #irst 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. In the second place the loan is not held for a whole year ;
the lender has to cover his expenses with the interest of a few months.

160. Rates of interest do not fluctuate from year to year according
to the market. Prome and Maubin district committees report that
during the last twenty vears there has been 2 fall by one-third, while
~“Toungoo reports a slight reduction and ascribes it to the introduction
-of co-operative societies. Mandalay says the fall is negligible.
Myitkyina says rates have declined owing to the keen competition of
lenders to get customers. Akyab similarly reports a decrease by one-
quarter of the former rate owing to the increase in the number of
Arakanese 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 twelve years. On the whole we
think there has been no marked change as a rule for loans of a particu-
lar chanacter. But improvements of communmications have engbled
borrowers to go further afield to tind lenders and so have enabled
Jenders in the towns to choose the better borrowers, attracting them
by lower rates of interest. Consequently more loans have come intlo
thg class of lower rates although the rate for the class has not changed.

161, Sabape.—According to the sabape * plan an agreement is
made to retumn  after threshing so many village-baskets of paddy as
payment of the principal and interest of the loan together. In
Myitkyina the term masug-pe is used instead of sabape. The usc of

* Sce paragraph 155 for pronunciation.

-
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sabape loans is generally dying out, especially in.the Myaungmya,.
Pyapdn, Hanthawaddy, Ins¢in and Tharrawaddy districts: but such
loans are still common in some parts where the credit of cultivators er
the supply of money on loanis small. Labourers and poor tenants
‘often find these loans the only kind they can get, especially from
October onwards when harvest is approacliing; there is a tendency in
some districts for loans taken before about October to be on a cash
basis, while fater ioans are sabape. The rate for sabape loans is
expressed by the number of rupeés advanced in the expectation of a
répayment of 100 local baskets of paddy. It must not however be
supposed 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 buliock. Naturally the rate
varies in each place with thé 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 inthe early rains and Rs. 100 in the late rains,
but there has been a tendency for these amounts to diminish. With
paddy at Rs. 160 per hundred local baskets the 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 season, have used it all up in previous loans.
Generally too the borrowers are people who would in any case have too
little paddy to be able to sell it proftably, having to pay in kind' out of
the harvest rent and hire of cattle and perhaps labourers. The typical
sabape 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
Joan. In some cases labourers who are entitled to wages paid in kind'
at harvest take advances during the season at sabape rates; butin
many cases such loans are at cash interest, the produce wages being
valued at the price the employer gets for his crop and the account
-settled in cash accordingly.

462. The same system is used for other crops, such as sesamun,
beans, cotton, tobacco, potatoes (in Myitkyina); it even appears in
Sandoway district in loans to fishermen repaid with ngapi (fish-paste).
1t is called ineach case according to the name of the product; ¢.g., wa-pe
for cotton. The current rates in the Meiktila district are as folloys :
.cotton, Rs. 20 to 25 per 100 viss ; sesamum, Rs. 2 to Rs. 3 per basket:
groundntit Rs. 50 to Rs. 75 per 100 baskets, beans Rs. 1 to 1'25 per
basket. The rate of interest generally works out at 15 to 25 per cent
per mensem. :

. 163. In some places payment for goods bought on credit is made
with paddy or other produce; these credit purchases thus take on a
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sabape character because the amount of the payment is delermined
according to cash grices for the goods and sabape rates. In some

districts of Lower Burma this is now almost the only form of sabape
loans in use apart from some advances to labourers by their employers:
The creditors for such cases in Lower Burma are generally Chinamen,
becanse 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.

164, Sabanyun.—The sabanyun 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 Dby
Burman or Karcn 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. Chettiars always take an “ on-demand” * if the loan is not
secured by a morlgage. Anon-demand is generally written in Burmese
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 amount of money 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 & promise to pay the amount on demand with interest ata
stated rate. If a mortgage is given for a crop-loan it is naturally a
simple mortgage, and its terms are always simply and briefly expressed.

166. Conditions not expressed in the Documents.—
When a document is executed there is generally no special agreemént
,of any sort apart from it. But it is generally understood, whether a
document is executed ornot, that at next harvest the borrower will at
least pa® the interest due, and if the loan isfor current expenses will
endemvour 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 be made until the time
when the produce should be ready for sale, and that payments due at

* Thal is, 3 promissorv-pole pavable on demand: see paragraph 321.
A .
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harvest will be paid within a month of the time of aciually selling the
produce. If the borrower delays selling his produce more than most
of his neighbours do, the time for making the demand is the time when
the other demands of the neighbourhood are being made. The
Commissioner of Sagaing Division has reported that in the frontier dis-
tricts, whether a document is executed or not, thereis an understanding
that the borrower 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 sabagpe, pe-be, etc., although an on-demand expressing cash
interest is executed.

167, Security.—Small loans made by oral agreement alone, and
loans to persong who have already mortgaged their land to the same
lender are often given without security. Most crop-loans 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-terv  loans, 2 large loan
is commonly one that is not likely to be tepaid at the frst harvest; that
fsto say, land-secured loans are often loans which are likely to prove
to be intermediate or long-term loans. Land is also taken as security
where other *ecurity is not available or the borrower’s characteris -
doubtful of unknown to the lendet. ¥For genuine crop-loans the most
usual form of security, if security is given at all, is a pledge of gold, which
is nearly always in the form of jewellery; this kind of security will be
separately treated in the next paragraph. In the Sagaing division
however, cattle crops and carts Are more wsval security than gold,
presumably because gold is not usually available while Jand is not
acceptable nnless it is non-State land. Nearly everywhere cattle crops
amd c¢arts are hypothecated as security on'a small scale, but they are not
accepted as a rule by Chettiars; they are naturally more attractive to
villagers living near the borrower. A curious distinction is reported
fromm the Hanthawaddy districk which consists of two subdivisions
on opposite sides of the Rangoon River; gold is the nsual security for
crop-loans in both parts, but when it is not available the easterm
subdivision (Kyauktan) uses cattle and rarely land, while in the western
snbdivision (Twante) cattle are not accepted and land must be given.

168. The proportion of its value for which jewellery is accepted as
security has been variously estimated in the evidence on Article 5
(1) (k) of our questionnaire, owing to failure to distinguish betweerd
gold alone and gold with precious stonzs.” The latter are of very little

* A goaranlor always signs as a joint borrower ; see pangrzph_szo.
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account as security for loans; if they are included in reckoming the
value, the maxzimum loan is from one-half *o two-thirds of the value.
This is however ap unsatisfactory way of stating tbe matter; the
endeavour is clearly to lend on the gold alone, and'the maximum advance
is 75 or 80 per cent of the valve of the gold, ignoring the value of
the jewels. Even so there are slight variations from district to district;
in some parts only 70 per cent is allowed by some lenders; while
an Akyab committee reported 85 to 90 per cent. Against this may be
sel the report of a different committee in Akyab that 50 per cent is the
maximum; this discrepancy is probably due to including the value cf
jewelsin the one case, Some districts report that Chettiars allow up to
85 per cent of the value of the gold. Generally when gold is given
as security interest is rather less than for other loans.

169. Charges to Borrowers.—Borrowers of course pay the cost
of stamping and registering documents, and paturally they produce 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, that is to say either writing it all out or supplyinga
printed form and filling in the blanks, In the case of an on.-demand
the stamp-duty is one anna to four annas ; the charge by Chettiars for
stamp-duty and preparation is generally four to eight annas in Lower
Burma and eight annas or one rupee in Upper Borma, these higher
rates appearing sometimes in Lower Burma too. Chettiars in Rangoon,
Moulmein and Mandalay generally forego these charges, except the
ookt of {the stamp. Burmese lenders commonly follow the local
Chettiar practice with respect to these charges; sometimes they charge
only for the stamyp, or if a writer has to be engaged charge his actual fee.

" 170, Deductions from Loans.—Apart from the expenses
mentioned in the preceding paragraph deductions from crop-doans are
ravely if ever made.

. 171. Presents and Services.—Chettiars neither give presests
to their borrowers nor receive presents from them; their transactions are
conducted entirely upom & business footing. Neither is there any
definite liability to give presents or services in the case of a Joam bys
Bwmese lender, and in most cxses mone are given. A Borman
borrower or woinea of his family may sometimes give 2 hittle help in
domestic matters in the lender’s hoase, espociaily i the lender is enter-
taininga large oumber of people; but this is rather oue aspect -of the
geaeral personal relations of the garties thyn a coadition of the joam,
the loan-relationship wself being also s a rule another mesult of those

. _gecneral relations.  There is of course nothing to preveat a borrower

expressing his sense of favour to come, or endeavouring # cement s
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iriendship with the lender, by making a small present or rendering
some service without any direct association with a Ioan. Neither can
a borrower who fears the lender will 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 the parties
naturally affects this matter, and sometimes a second harvest 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 whom the Iender has confidence the loan may run on for another year
with simple interest ; if the lender is uncertain about the borrower's

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 hisbusiness; if a debtor suffers loss the Chettiar does not expect to
share 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
‘Burmans, 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
crop-loan are rare. The accounts kept by Chettiars are always trusted
and no suggestion.of false accounts is 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 be can call a friend to see it. o . .

174. Influence of Crop-loans upon Marketing.—It has
already been mentioned that in ihe frontier districts there is an under-
standing that the borrower will sell his 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 owing to the borrower’s practice
of selling his crop to the lender that the lender has an acquaintance
with the borrower and is able to trust him with a loan. There is no
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question as a rule of undue imfluence by the lender compelling the‘
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 for a small parcel of produce. The sabape loans 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
report that cultivators bhave difficulty in getting crop-loans because
money is scarce; others say the difficulty is lack of security; others
again say difficulty only arises aftera bad harvest. The remedies
offered include the development of agriculiural banks, land-mortgage
banks, 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 solution of the problem because of the large 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 XII, have been overcome, progress in this direction
will continue. Agricultural banks would have an opportunity in
financing the owners of large estates: an outstanding example of
success by such a bank is Dawsons Bank which has been described in
paragraph 81, and referred to in this chapter. But these will never be
able to deal with small peasant proprietors individually, although they
might finance co-operative societies in the absence of district
co-operative banks. :

176. The demand for land-mortgage banks to facilitate the provi-
sion of crop-loans is due to a misunderstanding of the object of those
banks, which is really the provision of long-term credit. Such a
demand was made while this chapter was being written. The editorial
page of the Burma Agricultural Society’s journal,® included remarks to
the effect of the following:—

Much land in Pegu district will go uncultivated this year
bevause tenants cannot get advances from their landlords
who in turn are unable to secure loans from Chettiars even
on mortgage of their lands. ‘This is one of the arguments
for the establishment of land-mortgage 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

mortgage banks at all; it is not long-term loans that are wanted in

'm&muﬁa}hrdﬂm Volome I, No. 2 (May 19300, One member of our
committee, Professar Jevons, was joint editor of this journal. We do nol kmow

whether these remarks had his approval o not; he left Barma on his retiremest
* before they came to our notice.,
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the circumstances described, but crop-loans, for which the cumbrous
machinery of land-mortgage banks is unsuited. There is however no
doubt that a great deal of the popularity of the proposat to form land-
mortgage banks has 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 temants would also benefit the landlords by increasing rents.
The Royal Agricultural Commission of 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 promise a more prosperous agriculture, more
easily able to pay for ils finance 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 societies are
needed to furnish the means of making these improvements. Behind
these developments is the need for education apd for all measures to im-
prove the general 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” shonld be taken up as recom-
mended in paragraph 403, -

178. For the improvement of the lives of the large and growing
number of tenants something more than all this is necessary. It i
inevitable, so long 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 this chapter, on the next page.
+ See also paragraphs 239 and 249.



( 87 )

ago was the institution of trade-vnions for tenants and the development
of industries on a co-operative basis.* Other suggestions to protect
tenants were made by Mr. T. Couper, 1.C.S., in his report upon the
condition of agricultural tenants and labourers, in 1924; 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.

Note by the Chairman for Paragraph 176.—The following extract
from the Chase Ecomomic Bulletin 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 America land-mortgage banks have even
made the provision 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 agricnlture by multiplying
the facilities of agricultural credit have had as a main result a great
and excessive increase in the mortgage-debt of agriculture, without
a comynensurate increase in the productiveness of agriculture, and
with a consequent narrowing of the margin of free income and the
percentage margin of equity in land, on the basis of which the
farmer could ask his banker for credit. .

* Myaungmya District Setilement Report, 1916-19, page 101,
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CHAPTER Vi.—LoNG-TERM CREDIT FOR AGRICULTURE.

179. Explanation.—At the beginning of Chapter V we explained
what we undersiand by crop-loans ; the present chapter relates to all
agricultural credit except crop-loans and credii for marketing crops.
We sometimes mark off a parl 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 shori-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 generally taken to show whether it is a crop-loan
for current expenses or 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 many ways ; some of these ways were described in Chapter 1V,

181. Long-term loans are granted by some people in most of
the classes who grant crop-loans, though naturally-only by those who
have considerable capital. In Lower Burma the lender is generally a
Chettiar who allows the loan to go on as long as interest payments
are not too irregular and the security remains sufficient. In other cases
in Lower Burma and commonly in Upper Burma (where the Chettiars
do only a small part of their total Burma business) the lender is often
a Borman, and he may or may not be desirouns of getting possession of
the land for himself. Some of the loans represent improvements to
Iand, such as clearing the original jungle and making embankments to
keep floods out or channpels 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 Jand which has
already been cultivated must also consist largely of money to buy
improvements. Generally all lenders follow the model of the
Chettiars in granting long-term loans. Co-operative credit societies,
ostensibly lending only up to four years and chiefly for crop-loans, have
often in the past lent where there was no prospect of repayment in four
years or less, 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 loans are no longer given. Where
the lender is a Chettiar he finances the borrower’'s annaal cultivation ; -
generally other lenders do the same.
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182. The security for almost every long-term loan includes 2 mort-
gage 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 borrower has
considerable other assets ; if he.is of good reputation as a payer, it
m1y be exceeded even when he has little more assets than his land,
oxen and agricultural implemants, Buat only about one loan in three
given by Chettiars is entirely secured by the mortgage. Other loans by
Chettiars and some by other lenders ave secured by mortgage only up
to about one-half of the value of the land, the remainder being given
an a promissory-note. The most important advantages of this arrange-
ment are that in case of default in payment 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 suit the lender can get an attachment of
the land, subject of course to his own mortgage, and avoids the delay
of six months that must come between the preliminary and final
decree in a mortgage-suit. There is also a saving for the borrower of
the stamp-fee npon the mortgage-deed, and the benefit for the lender
of a rather higher rate of interest for the amount secured by the
promissory-note. The disadvantage is that the borrower may have
subsequently borrowed money from another lender on the same
property and the second mortgagee's claim may defeat the claim on
the promissory-note ; the Chettiar, however, prefers to take this risk.
The risk can be avoided if the mortgage-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; but, as
this type of mortgage-bond must be stamped up to the maximum limit
secured, it does not find favour with either rural borrowers or
Chettiars. Dawsons Bank adopts this type of bond and by granting a
lower rate of interest is suecessful in inducing its borrowers to pay the
required stamp-duty. The practice of advancing a fixed sum of money
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 its former
dimensions. As the practice is to make forther 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 briefly and in simple
terms, following a common form. In Lower Burma the mortgage for a
long-term loan is generally a simple mortgage, and it is always so when
a Chettiar is the lender. Usufructuary mortgages are rare in Lower
Burma ; generally the parties to them are colonists having a more
recent connection with Upper Burma than most of their neighbours.
In Upper Burma the morigage may be a simple mortgage or a
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usufructuary mortgage ; in the latier 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, 2 long-
‘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 Lowerr Burma to non-Chettiar lenders (rarely, if at all fo - 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 bas been expressed orally while the docu-
ment has been expressed to effect an unconditional sale; many
borrowers, having the Burmese tradition of usufrnctuary mortgages
with rights to buy back, executed such deeds of sale without knowing
that under British law, the oral agreement was useless to them. In
most of these cases however the circumstances were such that a sale
was inevitable ; the oral condition was chiefly a polite fiction that
softened for the borrower the asperity of 2 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 course 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

175 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 Chettiar 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 borrower will not be able to repay from his
own resources except after a long-term of years, the documents always
make the loan repayalile 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 aunually within about 2 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 ; recalls 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 requite a promissory note payable on demand to be
executed for it ; in some places a year is allowed, in some only two or
three months. Borrowers are always willing, of course, to sign such a
note to avoid recall of 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 rec'alls the loan. .
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186. We have already remarked that neither Chettiars nor any other
lenders except Dawsons Bank male any stipulations for repayment by
annual instalments. 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 outturn and
the market-price of paddy and other circumstances. Lenders readily
accept instalments of the principal money fendered with the interest
after 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, Government grants long-lerm loans to
agriculturists at ten per cent per annum, with repayment on a basis of
annual equated payments for periods which may extend up to 35 years
== but are  generally

Year. if‘gggsgmg :l“i“;‘:::‘_-T Total. restricted to twenty

yvears or less. Until

1921-2 06 2 91 1926 the rate of interest
g:i lgé 23; ;;g was 6.'25 pet cent. Tl'le

4.5 347 2 368 marginal table shows (in

L 33 20 355 whole thousands of

?'g g; g; g;’: rupees) the amounts

8.9 23 17 248 lent and outstanding

for some vyears back-
The large increase in 1923 was due to an exceptional loan of
Rs. 220,000 to construct & bund in Akyab district to keep out the sea,
Apart from this the loans are trifling 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 Insein district with Rs. 1,700 outstanding and the Prome
district with Rs. 754 outstanding had any loans under the Act besides
Hauthawaddy district with Rs. 35,273 0utstandmg The loans in
fact are not reaily popular.

188. Land lmprovement Rule 13A provides for one-half the cost
of improvements, which, though not large encugh to be made by
Government, are beyond the scope of a single cultivator or a small
group, to be provided by grants-in-aid and one-half Ly loans under this
act; but the scheme has failed to attract borrowers because it
makes no provision for the mnintenance of the improvements
and because repayments by a large number of pmt borrowers involve
difficulties.

® These outstandings relate to the 30th June 1929. Outstandings are least at this
zeason of the year.



189. It is commonly said that township officers put applicants for
loans into a dilemma by telling those whose lands are not mortgaged
that they can easily get credit 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
officers 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 English, but the rules
under this act 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 states explicitly that " in calculating the
borrower’s interest incumbrances shall be deducted " although Section 7
of the act provides for mortgages 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 ought still to have even better security than before the
improvement. The same privilege is given in England to loans granted
by the Lands Improvement 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 are also defective in directing.that the amount of an
encumbrance is to be deducted from the value of theland ; if the
- encumbrance js to be reckoned at all, its amount should be deducted
from the half-value of the land to determine the maximum loan that
may be granted., There is confusion too for persons nol well acquainted
with English in the use of the word inferest 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 is naturally increased when
the phrase * borrower's interest ”* is used. Such words as moiefy and
such terms as cover for a loan should also be avoided in drafting
ruless to be applied by Burman officers. All unusual terms
should be fully explained. There are other defects in the rules
besides : _ e

.
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191, We recommend that the rules should be redrafted and should
be expressed in language that every township officer can underétand,
and that the policy on which the rules are based should be fully
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 established in all 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 small 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 indebtedness and
another 18 per cent are for buying land. An individual lender finds it
difficult to give such long credit as is required ; even if he is willing and
able to do this his death may lead to the recall 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 thaf, apart
from Dawsons 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 banksin Burma ; but, as the
besetting danger of the earliest banks in most countries has been the
failure to keep their funds sufficiently liquid, nothing shoulgd be done to
encourage newly established banks in rural centres to grant long-term
loans to an extent which is large in proportion to their public liabilities.
The amount they could safely lend in long-term loans would in any case
be insufficient to meet the need for them. Intermediate loans can be
‘granted by a bank which derives its working capital largely from fixed
deposits repavable only after some years ; but even such a bank unless it
has a total of capital and reserves which is large in ‘proportion to its
public liabilities, must carefully restrict itself in granting loans for such
reriods as ten years or more, as it can get little money on deposit for a
longer term than five years. The work therefore requires land-mortgage
banks specially organised to obtain working-capital by debentures, so

‘that they can hold the capital for long periods without risk of being
required to pay it back.

193, Joint-stock Land-mortgage Banks.—Joint-stock land-
mortgage banks have succeeded in many countries in supplying long-
term credit to substantial farmers, and are needed to do this work in
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” Burma. But joint-stock land-mortgage banks have nowhere succeeded
in dealing with small peasant proprietors. Sooner or later they eithe:
wontine their dealings to the more substantial classes or change theix
character altogether. The great example of joint-stock mortgage-banks
is the Crédit Foncier de France which has only a small proportion of its
loans secured upon agricultural land and even those loans are held by
largs proprietors; more than half its loans are secured upon urban
property in Paris alone. While therefore we should like to see well-
planned joint-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-scale
cultivators.

194. Co-operative Land-mortgage Banks.—The only type
of mortgage-bank which seems likely to lend safely to peasant proprie-
tors is a ¢o-operative bank working amangst pzople who appreciate the
principles of ca-operation ; only such a bank under such conditions can
bring the moral pressure of neighbours to bear upon defaulters. But
this principle soon brings us to a dilemma as to the extent of couatry in
which a bank should operate, Oa the one hand the bank must restrict its
lending operations to a region in which, with the existing means of com-
munication, &t can have sufficiently intimate contact with its borrowers
and preserve its co-operative character ; on the other hand onfy those
types of bank can hopaz to lend at all which are able to atteact loans to
themselves at reasonable rates of interest. The problem must not be
envisaged as requiring the establishment of a few banks in odd places,
but as requiring the provision of banks to work throughout a large part
of the country. But numerous banks competing for capital will force
up its price, while banks remote from Rangoon and in the poorer
districts will probably get no capital at all at rates aliowing them to
be of service to local cultivators. Evidently neither village-banks mor
even township-banks can bz expected to succeed in collecting capital
if a number of them exist. Indeed it secms necessary to have a bank
large enough to attract capital from outside Burma, that is to say one
bank Yor 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 op in Burma ie which a number of regional
banks with a co-operative constitution are federated into one body with
mutual support for the purpose of raising capital, while each bank con-
fines itself to a particular region of the country for lending, and the
regions of different banks do not overlap. The banks were intended to
confine themselves to long-term loans, and to have working beside thein
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
system & special bill was drafted.

.
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195, The Ruyal Commission on Agriculture in India criticised the
the draft bill and expressed disapproval, thinking that the draft bill was
too elaborate, and maintaining that the Co-operative Societies Act makes
all necessaty provision for land-mortgage banks. The first of these
objections appears to have been due to a2 misunderstanding. it was
intended that the system conterplated in the biil should be built up
slowly from small beginnings in two districts, gradually extending to -
others ; but owing probably to an omission to supply it with cers -
tain explanations of the scheme which had been prepared for it, the
Royal Commission imagined a great unwieldy system was to be brought
into action over a large part of the country at once. The other mistake
related to the question of having special legislation ; interest in it is not
confined to a study of the Burma scheme, but is quite general,

196. Special Legislation for Co-operative Land-mort-
gage Banks.—The Royal Commission’s remarks upon land-mortgage
banks began in Article 381 of its report by showing that * land-mortgage
business can be carried on by (co-operative) societies registered under
the existing acts.” The Commission then argued in Article 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 mortgages of land, and its conclusioa is not supported by
its arguments. Moreover the Conunission showed (in the first twopara-
" graphs of its Article 381) that the provisions of the existing co-operative
societies acts relating to land-mortgage credit were inserted in the origi-
nal Co-operative Credit Societies Act of 1904 grudgingly, and that such
credit is not switable for the co-operative societies organised for short
term credit which were contemplated by that act. Thus. aithough in
Article 382 the Commission advised against attempting to draft a new bill
specially for long-term credit, it appears from the Commission’s own
remarks that the existing ce-aperative societies acts (which ia the sections
aow relevant follow closcly the arigipal act) would be even less likely to
suit land-mortgage baniks designed for loag-term credit than a new law
framed with proper care The Commission statedalse in the first seatence
of its Article 382 that it hadino evidenoe of the need for special legislation;
but this statement was not corvect. The questionmaire issued by the
Comaission did not reise the point at all ; but qguestions on the matter
were asked orally, and in Madras the Commissiom was told that special
legislation is nccessary. ®  Also Mr. Mehta, the manager of the Bombay
Provincial Co-operative Bagk, told the Commissionl that loag-term
credit is of tog responsible and complicated a sature for ordinary credit
socicties or evem for a central co-operative- bank. That alone would
sugpest that the law made for such societies and banks would probably

* Mindras evidence, page M6, question 6 b and page 375, questions 1306168
1 Bambay evidence, kant 11, page 105; also page 120, questions 43696-99.

~
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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 America’
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 farther 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
capital to work on a small scale, and thatin 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 that several witnesses
advocated the establishment of land-mortgage banks 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
bhave overlooked the distinction. In short the Royal Commission's
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 get information will in fact
have an advantage over oiher debenture-holders, will refuse to subscribe ;
thus the co-operative societies acts nped modification in this particular
to become suitable for land-mortgage banks. Again special powers of
recovery of loans are commonly thought necessary for land-mortgage
banks, and there is admitiedly a danger lést small co-operative land-
mortgage banks should fail to enforce recoveries ; supervision of these
matters requires a strong cenfral organisation with large powers of
control and capable management. Sotoo the federation of banks which,
as we have pointed out above, must collect the working-capital, must,
have considerable powers of coercion over the member-banks so that it
may sustain its responsibility to its debenture-holders. Many people,
especially in foreign countries, will refuse to buy the debentures if
fundamental matters in the constitution of the system rest wpon rules

* Another piece of evidence was given in Bombay opposing special legisiation :
but it was admittedly based on an assumption which was in fact erroncous. See
Bombay evidence, Part 1, page 208, questions 4984-5.
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or bye-laws make under an act, although they might be willing tobuy if
the same provisions were made by the act itself; they regard both bye-
laws and rules as too unstable for a long-lerm security; and as requiring
an investor to watch too minutely, because changes in them have not the
same publicity as changes in an act of the legislature. All these consider-
ations (and others which might be brought forward} point to special
provisions in the co-operative societies act, in other words to special
legislation ; 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 <o not wish to assert that a few small co-operative land-mortgage
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 agdculturists throughout the country, and that unless a
national system 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 sach thing as perfection for it, because, however well it may
suit its purpose at one time, it will need adaptation to changing circum-
stances. But 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
suit 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-
mortgage banks and in fact providing only grudgingly for mortgage
security to be taken.

198. Burma Scheme not for a State Bank.—We ‘are
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
administrative control ; this would tend to diminish the influence of
political considerations which are likely to affect the operations of a
government departmenl. The view was taken moreover that it might
be more difficult for Government to enforce recovery of loans on a large
scale if it were itself the lender than if the lender were an autonomouis
body.  Further the banks working under this corporation were to be
of a co-operative character and 10 have large infuence over the control-
ling Board through an advisory council, which would consist of

representatives of the banks and would eventually take the place of the
Board. .

199. Present Position in Burma..—The present position in
Burma is that the proposed plan for a national system has been put

aside while experiments are made with two small independent banks,
7 .
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As stated above there is no hope of solving the problem of long-term
<redit for the country cm these lines; but it is thought that uwseful
experience can be gained with these banks, and in any case the proposed
national plan was to be started, # at all, on the same small scale. In a
few years, when experience with these experimental banks has been
gained, the shorf-termy co-operative system will have overcome its
present difficulties and the whole problem can be re-considered uncler
more akdvantageons conditions. The organisation of the two
experimental banks was being worked owt when the officer appointed
40 the duty was required 6 act as chairman to this committee ; as a
consequence the work has had to be put aside till this committee’s work
8 completed. Government bas however provided a hundred-thousand
ropees in the cwrent budget for working éapital of the experimental
banks. It is understood that the banks are not to incur any lability m
excess of Rs. 250,000 each before the whole problem has been
reconsidered.

200. Long-term and Short-term Co-operative Credit.—
Some co-operatars used to express a fear lest land-morigage banks
should destroy the co-operative credit system. In fact a co-operative
long-term credit system can not possibly \be worked without the co-
existence of facilities for short-term credit, and it requires for its best
results the provision of those facilities by a co-operative short-term
credit system. Each system would be adapted to supplying its own
particular kind of credit and unable to supply the other kind. A wisely
managed long-term credit system would therefore endeavour to
strengthen the short-term cred'it gystem as much as possible.

201. Government Assistance.—The larger Burma plan was
formed op the view that Government’s financial assistance should be
used as little as possible. It was suggested that Government sbould
supply a small amounnt of initial capital by way of a loan to berepaidina
long time, and that initially Goveroment should give some sort of
goarantee for the debentures, so that some start could be made in spite
of the fact that probably no debentures could be sold in Bmrma
without such a gnarantee. The intention was to aim at establishing as
soon as possible such confidence that the large money-markets of the
world outside India could be drawn upon. The reason for this wa$
that Burma is an undeveloped country requiring for its proper develop-
ment a larger amount of capital than it conld possibly supply itself,
while land-mortgage banks in India will presumably be able to use all
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 would fail or a high price would
be paid and other developments of Burma starved.
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202. A majority of the present committes, consisting of the four
Burmese members and Professor Jevons, is of the opinion’ that Govern-
ment should do more in the way of direct financial help. These mem-
bers think that Government should, not merely on a small scale initially,
but on a considerable scale, guarantee the interest om debentures either
perpetnally or for 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 the banks with a co-operative consti-
tution and fo joint-stock bamks; but a company receiving such
assistance should wark as a public utikity company and either limit its
dividend to 10 per cent per annum or agree not to charge more than
certain low rates of interest. Professor Jevens suggests that Govern-
ment could reduce its liability for the guarantee by enacting that if the
bank failed the interest should become automatically a charge an the
lands martgaged to the bapk, apportioned according to the relative rates
of land-revenue on different lands, and collected with the land-revenue.

Minorily view.*~The Chairman and Mr. Dawson dissent from this
view, holding that the debentures should not normally be guaranteed
by Government, and that even where a guarantee is given to smal}
initial issues it should be conditional upon the interest estimated to be
saved through the guarantee being credited to the bank’s reserve fund.

203. Professor Jevons desires mention to be made also of his suyses-
tion that in imposing a cess upoo exported rice for improvement of the
quality of Burma rice, the cess should be made large enough to provide
a staff to assist in the re-organisation of marketing and to provide a
fund on which Government could draw in case it had to pay under its
guarantee of land-mortgage bank debentures. Stating that the Indiaa
Central 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 banks or placed on fixed deposit
with sach banks. The remaining members of the committee
dissociate themselves from this snggestion to increase the cess upon
all cultivators and landowners for the benefit of a special class
of borrowers.

204, Land-mortgage Bank Debentures as Trustee
Securities.—The Burmese members of the committee and Professor
Jevoas also approve of the debeatures of all land-mortgage banks
(whether joint stock or co-operative) being declared suitable for the
investment of trust-mouneys.

Minarity view.*—Mr. Dawson and the Chainnan bave no objection
to debentures guaranteed by the Government of Burma as to principal
and interest being eligible for investment by trustees. But they think

* Our Chettiar member, the Diwes Bahader A. M. M. Mwrugappe Chettiar, was
not present at the diecassion of thes point.
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there should normally be no guarantee, and that debentures without 2
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 true (these members say) that the general public is inarticulate and
may never ask for the privilege to be conferred; but the banks them-
selves should 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-mortgage Bank Debentures.
—The four Burmese members of the committee agree that the interest
on debentures of co-operative land-mortgage banks should be exempted
from income-tax but that debentures issued by joini-stock land-mortgage:
banks should be taxed.

Minority 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 im
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 misfoftunes, and by political
theorists as a sign of 2 progressive nation.” A good deal 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 may be other
means by which Government or a charity fund can come to his rescue ;
" but 2 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.

* Qur Chettiar member, -the Diwan Bahadur A. M. M. Mur%@ppa Chetiiar, and
Professor Jevons were absent from the discussion of paragraph 205.
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207, Apart from their primary function of granting long-term credit
to agriculturists land-mortgage banks may be expected to serve the
equally useful purpose of providing an investment for savings. It may
be possibie by popularising the debentures of these banks to weaken
the tendency shown in paragraph 48 for agricultural land to pass into
the hands of non-agriculturists, especially as the debentures will have so
close an association with agricuitural 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 securilies to investment
in commercial and industrial undertakings.* )

208. State-land in Upper Burma.—In Upper Burma the
occupier of State land has not 2 permanent heritable and transferable
right of use and occupancy in his land, and is accordingly hampered in
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 assuratice. 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 jand 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 2 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 woold certainly happen in Upper
Burma is to cast no aspersion upon the Burman character.” We think
a way shounld be songht to give the equivalent of the title held in non-
State’land throngh a system of voluntary purchase by instalments over

. a long period, say twenty-five or fifty years: the Land Improvement
Loans Act furnishes lines that couid be followed and land-mortgage
banks might help. At the same time foture increments of value, apart
from improvements 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-power obtained by the occupiers. The
proceeds of the sales could be used for furthering long-term credit and
for additional research-work for Upper Burma’s agricultare.

* See also paragraph 645.
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CHAPTER VI1.—CrEDIT FOR MARKETING AGRICULTURAL PRODUCE.
209. Marketing of Paddy.—Paddy is usmally bought or the

“threshing-floor by a locat man who is known 29 a jungle-broker or

spy, and may have almost any occupation at other times of the year.
He nses no capital of his own ; he is merely an agent of a peripatetic,
dealer who lives in Rangoon Bassein or Moulmein, or some trading or
milling centre on the railway or a river, and he gets a commission of
Re. 1 to Rs. 2 on each 100 baskets of which he arranges the purchase.
His business 1s to go round to the 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 coltivator agrees to
negotiate he takes a sample from the heap on the threshing-Roor to
show his principal. He also when necessary finds transport for paddy
which is bought, and m all matters he gives his principal the benefit of
his local knowledge and personal aoquaintance with the cultivators. He
should further see that no adulteration takes place before his prmcrpai
gets delivery.

210. The principal may be a2 local dealer buying to store for a
rise, or a local miller who will mill the paddy at once or later accord-
ing to his judgment of the rice-market, or a so-called broker of one ot

the big mills in Rangoon and one or two other centres. These last are. -

not really brekers charging their principals the price they pay and
taking a commission, but are dealers who, having undertaken to supply
to a particelar broker at a particalar mél within 2 certain pcrlod
{generally four to six weeks) a certain amount of paddy at a cértzin
price, keep the difference between that price and the price they pay to
the cultivator to pay expenses of transport and leave them a trading
profit. The financing of these dealers is described later in this chapter.

211. The price of paddy in most parts follows the fuctuations of the
Rangoon price, which is stated in terms of a nine-galflon basket and is
subject to an allowance of 24 per cent for each pound above 46 pounds
in the average weight of 2 mamber of sample baskets of the
paddy which are weighed during the mreasurement of the consign-
ment. Deductions from the observed average weight are made by the
Rangoon miller for any paddy which has much dead grain or is for any
reason (such as variation in size) specially liable to break in the milling.
On the other hand if large consignments of uniform paddy, not liable to
break in milling, are brought, an addition is made by 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 medsured before the cleaning and weighed after
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it. 1n calkculating the allowance the proper percentage is first added to
the measured number of haskets to determine the equivalent of the
‘consigmment in standard baskets. The walue is them calculated by
applyiug the price to this eguivalent, All commissions, cooly fure, etc.-
are paid however according to the actual measurement without the
addition of weight-allowance,

212, The transaction on the threshing floor is in terms of baskets,
which may be slightly abovesor below nine galions, and has mo weight-
allowance. The cultivators are not usually aware of either the current
price in Rangoom or the relationship to that price of the correspond-
ing price at their threshing-floors after allowing for the different system
of measirement and for the intermediate expenses. ‘That nelationship
is not a hxed difference but varies as the market-price varies, But they
kuow the ruling local price and they know wvery quickly whenever the
Rangoon price rises or falls ; and thereis generally enough competition
amongst buyers to give them a fair deal even in somewhat remote places.
In some parts the dealer commouly takes a smali balance and measure
{e.g. 2 cigarette-tin or milk-tin} round with him and receives from the
jungle-broker a small sample of paddy from each threshing-tcor whase
owner is negotiating ; he weighs 4 measureful of the sample against
rupees and gets a fair notion of the weight-allowance the particular
sample would get in Rangoon ; then after inspection of the character
and quality of the paddy he instructs the jungle-broker what price in
offer. Sometimes the dealer, in order {0 guide his judgement, rubs
down a littie of the grain to remwove the busk and thus see a little of
how it will stand milling. In oither parts the dealer relies upoa locad
experienoe and his judgment of the grain and his knowledge of what
other buyers are paying. If the jungle-broker arranges a purchase the
real Wiyer generally goes to the threshing-floor to take delivery and
make payment.

213. There is no trouble as a rule over the size of the basket to be
used in measuring.  There is 2 recognised basket in the village and
possibly two or three of siightly different capacities described as equal
to a certain number of midk-tins or lichi tins; the dealer may have
another basket of his own ; but the particular basket to be used is cae
of the terms of the bargain, and although there may be higglisg about i

* when arranging the price there is never doubt or quarrel as to which is
to be used A matter more susceptible io a difference of opiaioa is the
way the paddy is poured into the measure ; by his way of pouriag a
skilful person can make two pounds difference in the amount measared
as a hasketful. Quarrels over this are however infrequent ; the custom-
ary way of pouring is not often departed from. ‘

214. The parchaser pnrsasaml; for wansport aed for measoring.
In the delia paddy may be put straight from the threshing-fcor o a
barye ; ¥ a waterwar admitting barges is not available sanpans may be
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needed, but the location of the threshing-floor is arranged to avoid this
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, the cultivator who has
sold it often taking part in this transportation and getting some of the
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 miller., There are 10 or 12 of such
brokers at a large mill, and they all like to call themselves 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
influence. They introduce dealers to the manager of the mill and assist
in arranging their contracts for the supply of paddy.

216, The porters who carry the paddy into the mill are paid by the
miller, The measuring 2nd 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 thisaccount. 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
ago. 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 the
deliveries proceeded and a bonus 2t 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-hire and the two arnnas 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-hroker there. Brokers
vsed 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 2lthough 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 upto
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
rice 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 would 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 exchange-banks. Large dealers usually make
their contracts to supply 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 brought, so that he is said to measure
under that broker’s name. Sometimes the dealer’s contract, with
.acknowledgement 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 usually
the smalier dealers.

220. The foregoing description has been written with regard to
Rangcon. 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. For small millers at the ports the
account given in the next paragraph for dealers and the millers outside
the ports applies. ’

221. The dealers and millers outside the ports borrow as a rule
from a Chettiar, who, if the dealer's probity and capacity are known
to him, will 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-quarters of
the value of the paddy to be bought, provided the Chettiar has his own
durwan watching 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 mortgage 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 usually advances up to twice the
value of that paddy, taking as security both the paddy previously owned
and the paddy bought with the advance, and keeping his own “durwan
and lock at the godown. Chettiars do not like to lend on the security
of a paddy-mill, but they accept a mill as additional security with land.

L
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A miller ontside Rangoon and the other ports generaily possesses a
2 stretch of paddy-land which serves as security for advances and also
yields him some paddy as rent and provides other paddy which he caa
buy at competitive prices ; in fact with a small mill the possession of
some paddy land is almost a necessity.*

222. There is an exception to all the above in the larger part of the
Prome District where a particular kind of paddy is grown for certain
special export markets and is all milled locally. 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, but most is sold to dealers in Rangoon
who export it.

223. The custom in Prome District of selling all paddy by weight might
be thought to lend support to the view that all paddy should be sold by
weight at all the milling centres. But this is sot 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 buyer's judgment in
the same way as an allowance is aow made for dead grain. The plan
works in Prome because it applies only to one variety of paddy grown
under fairly uniform conditions.

224, Another exception is found in the jungle-buyers employed 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 with local knowledge and local connections to arrange
sales to them. The jungle-broker eccasionally brings in a sample of ’
paddy, but more often brings in the whole consignment ; be is able
because of his local connections to inspire enough confidence for this.
The jungle-buyers arrange a price on the same basis as is used in Rangoon,
namely a standard price with a weight allowance. The plan is new but
is said to be working well. The jungle-brokers who work for these
buyers receive Rs. 2 per 100 standard baskets as commission,

225. Millers outside Rangoon have a certain advantage over Rangoon
millers through measuring paddy in the rather larger baskets which are
generally in local use. The difference may be 5 per cent of the 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 full 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 many of its
complexities. But it must at least be conceded that there are init a
peculiarly large number of strange practices which are tolerated as
ordinary business practice and countered by others. It is said thereis
less trickery nowadays than before ; for instance the custom of cleaning

® Forther particulars are givem in paragraphs 245, 296 and 9.
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the sample baskets from which the average specific gravity is determined
has finally defeated some practices of adulteration which have con-
sequently begun to die out.

227. Marketing of Groundnut, —Groundnut is grown in the
dry-zone districts of Upper Burma and to a small extent in Thayetmyo
District and on sandy patches in Prome, Maubin and a Iew 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 150,000
tons per annum and is steadily increasing in response to an increasing
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 large dealers and oil-pressers either direct or through a
broker. Sometimes these small dealers make advances to the cultivators
befare harvest. Some of them are themselves cultivators.

228, The oil-pressers and large dealers do business at impartant
places on the Irrawaddy or on the railway, and they buy groundnut
which is brought to those centres by cultivators or small dealers, chiefly
the latter. These bring their groundnut in carts containing about
nine-hundred to a thousand pounds weight to the compound of a broker
who keeps alarge compound for the purpose. The carts stand there
for inspection by the buyer. The consignments which arrive on one
day are sold on the next day ;sellers do not wait for an improvement in
the price. The price is mid at once, chiefly in currency netes.
Brokerage at one per cent of the price is paid by the buyer, but the
sciler pays the cooly who measures the gromndnut at the rate of four
annas per cartload. The oil-pressers sell their oil all over Burma or
send to Rangtoon for export. The large dealers sell some groundnut to
focal pressers after storing for some time, and sell some to ofl-pressers in
Rangoon, who press chiefly for expost, cither at once or after storing for
some time. Some of the large dealers are agents of the larger millers in
Myingvan and Rangoon.

229. Local dealers and pressers borrrow money for their busimess
from Chettiars, Burniese or Chinese money-lenders or the Myingyan
office of the Imperill Bank of India. WeR-established people take
achances on prowmissory-notes without security, others mortgage tand,
houses, mills or pedge jewellery.  Interest on these advances waries
from Rs. 1723 to 2°50 per cent per mensem according to the security and
fnanial position and reputation of the horrower.

230. Marketing of Tobacco.—Tobacco is prowa to some
extent in most districts, largely on sandbanks expased by the Lrranaddy
and Chindwin rivers in their low seasons and on areas which receive
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an annual deposit.of silt by floods. Generally it is bought by brokers af
the houses of the cultivators, which may be only temporary tents
established on a sandbank or may be of a more permanent character ir
regular villages. The buyers are dealers living in a town where the
tobacco-trade for a considerable area is centred. In some places
cultivators take their tobacco themselves to the marketing centre, anc
- sell directly to the dealer or through a broker. In Lower Burma the
cultivator sells his tobacco in May as soon as it is cured, so that he may
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 great
heat is developed by fermentation; the heaps have to be turned
over at intervals. In Upper Burma also cultivators have their crogp
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 103 viss (360 pounds) according to quality. As
usual the cultivators are paid cash, generally in currency notes of Rs. 10
or Rs. 5. Thedealers 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 held
the stocks till sale is borrowed as described above for the marketing of
groundnut. y

231. Marketing of Cotton.—The cotton of Burma is generally
of 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 villages 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 ‘later ; 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 cultivators are
generally compelled by their financial condition to sell as soon as the
crop is ready. .

232. The small traders often give advance to the cultivators before
harvest on condition that a certain amount will be sold to them at an
agreed price. They sell their collections to ginners quickly, either
directly or through brokers, carting them to the local market for the

‘Purpose.
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233. Amongst the ginners two systems for buying cotton are in use.
In both systems agents called brokers are employed ; but in one system,
used only by the larde ginners, these are really 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 tor 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
tracders there ; others employ agents to go out and arrange purchases.
completely as genuine brokers, or (like the jungle-brokers of the paddy
trade) to find willing sellers with whom their principal can negotiate.
The rate to be paid is fixed by agreement between the seller and the
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 time. The seller then arranges for carting the cotton to the milis
where iths weighed. The total price being determined by 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 an
account of the weight and value of cotton supplied to him by the broker,
and makes payments when this value exceeds the advance he has given
to the broker.

234. The other system is used by both large and small ginners and
employs true brokers, who negotiate with the cultivators and village-
traders, and bring any willing seller to the ginner, who thereupon makes
an agreement to buy a certain weight of cotton. An advance up to a
quarter of the price used to be given to the seller sometimes at this
stage ; but such advances are now unusual. According to one custom
the broker and the seller then return to the vitlage, the broker carrying
the money required to complete the transaction ; the cotton is weighed
at the village and the balance of the price is then handed over. Another
custom is that the seller agrees to bring the cotton {o the mill and has
it weighed and paid for there. Brokernge is paid by the buyer at one
rupee per 100 viss of cotton (360 pounds).

235, The money needed to finance the marketing of cotton is
provided as described above for groundnut.

-

230, Marketing of other Crops.—The marketing of most
other crops is managed upon lines somewhat similar to those described
above, except where the produce in perishable and is either collected

by local retailers, or sent to local markets for sale, retail or to retailers,
ot is hawked in the neighbourhood.
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237. Organisation of Markets for Paddy.—The ditficulty
in- most suggestions for the organisation of markets for agricultural
produce in Burma is the increased cost entailed by them for moving
the produce. The most important crop is paddy, and the svstem of
jungle-brokers and dealers which is described above appears to keep
these charges very low. Both the jungle-brokers and the dealers are
useful ; the former with their local knowledge are the links between the
-cultivators and the buyers who operate in a wide area, the latter carry
the speculative risk. - The brokers at the mills are useful links between
the miller and the dealers.

238. Regulated markets to which cultivators would bring their paddy
for sale, as is done with cotton in Berar, would force cultivators either to
sell at whatever price they found for the day or to hire storage-space
and incer the inevitable additional expense of living away from home
‘while waiting on the spot for a favourable epportunity te sell. A pos-
sibility of improvement exists, we think, in development of sales by
samples brought in by cultivators to a convenient centre where the
present jungle-broker might become a commrission-agent exhibiting the
samples and arranging sales ; this could be combined with the system of
collecting-stations which is already being tried by some millers and has
been mentioned in paragraph 224. Joint-sales by members of co-opera«
tive societies have been tried at various times but have not been
successfiil. - In this cornection we note that in Denmark, which has been
the great model for co-operative sales of export produce, voluntary co-
operation appears to be giving way to a national system in the pork and
bacon trade ; while there are signs of moves in the same direction in the
Irish milk irade and the Canadian wheat trade. Moreover the anxiety
existing in Canada just now over the targe wheat surplus still unmarketed
canses hesitation in endeavouring to build up a ce-operative system of .
marketing fo its logical conclusion in a country where the general
-educational level and marketing skill of Canada do not exist.

239. At the present time the most useful line along which to strive
to increase the price received by cultivators of paddy is the encourage-
ment of uniformity in the grain. Even the worst red kinds are worth
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 imporiant. Reduction of the number of types grown
would facilitate the pooling of harvests wilhout loss of price of a consign-
ment through the lack of uniformity for milling and wse. At present
superior grain is oftgn available only in parcels of 500 or 1,000 baskets
in one locality ; no advantage in milling can be obtained from these
because such small parcels have to be mixed with other paddies.
Societies for joint sale might eliminate the jungle-brokers or at least
reduce their cost,; but the value of this to each individnal cultivator would
be small. The best opportunity for such societies is perhaps through
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«contro} over their members in the number of types grown, in the use of
selected seed, and in the matter 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 cultivators offering each grade, so that these
would have not to gamble on the temporary rises and falls of the market.
Meanwhile the first step is the increase in the supply of superior seed
of a limited number of types. This, as we have already recorded in

paragraphs, 36 and 46, is engaging ihe attention of the Agricultural
Department.

L

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 success 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 such a case either the cultivator would have to suffer the
additional expenses of bringing his crop to a great central market, or the
buyers of the central market would have to establish branches at nume.
rous subsidiary 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
Department.

241, An interesting experiment was started on the 23cd December
1929 by Mr. Odell (Deputy Director or Agriculture, Magwe) for
marketing cotton in Thayetmyo District.  He has arranged a travelling
bazaar, including 20 to 25 shops which sell all household needs amongst
them, and visiting each of three centres once a week. At first cultiva-

‘tors used the bazaar only as a convement place for purchasing their
town goods without the bother and expense of a journey to the towns;
ut they soon realised that they not only saved money on their purchases
but also had in the bazaar a selling place for their produce. Paddv,
cattle, cutch, beans and vegetables soon found their way into the bazaar
from the surrounding villages. But cotton, which is the principal crop
grown for money in the tract, has provided the largest turnover.  Sales
of cotton started in the fourth week and have continued: over
eighty tons of kuppas passed through the baraars in about six weeks, to
say nothing of the quantilies sold in the villages at a, price fixed accord-
ing to the price current in the bazaar. The baraar-sellers have formed
a committee to manage the bazaar, and have started weekly subscrip-
tions to a fund for matters of general advantage. Thus although the
baraar is only three months ald it is beginning to show signs of sturdy
development, and it may possibly provide an improved method of
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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 4 means for distributing improved seed and
implements.*

242. GeneraHly speaking the time and money which the Agricultural
Department would have to spend in organising regulated markets would
not, at the present stage of development, be spent to the best advantage.
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 studying marketing methods there to see what useful 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 underiake ; but it does not follow that they would be prohtable
if undertaken by a large number. It is true that all the paddy of the
country is sold by cultivators within about three months; bat 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 loses
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 markei 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 tife, the consequent increase of supply later on would comes
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 now
there would be an additional claim upon the capital available now for -
advances 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 seasonal variation in the demand for
agricultural loans. Finally there is the consideration that the work

* An account of the baraar by Mr. Odell himsel is given a8 an appendix in the
second volume of this 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 being»
if not for the whole year ; marketing should be taken off his hands,

244, Cultivators are aimost unanimous in asserting that they counld
get higher prices if only they could postpone the sale of their crop ; but
they do not appreciate either the difference 'which such postponement
on a large scale would make in the course ot the market or the other
considerations advanced 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 degree 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 securing for
Burma the market in India, this being the nearest and still fhe 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 tg 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 dealers
are given by Chettines and by Dawsons Bank and by the Myingyan
branch of the Imperiat Bank upon agricultural produce stored im
godowns. The banks and sometimes the Chettiars have their own
Jock and key and their own watchmen at the godown. The banks also
require insurance as a rule, but sometimes dispense with it for non-
inflammable godowns during the monsoon, A further account of these
advances in relation to paddy is given in dealing with rice-mills in
paragraphs 296 and 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 site 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.

246. Licensed or Public Warehouses—We undestook
study of the provision of licensed or public warchouses for agricultura
produce and for other goods ; but owing to the pressare on our time wi

- Comvaare paragraph 117, 1 See also paragraphs 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 third
volume of the report as answers to questions 43 to 48. The Nattuk-
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 -
agriculfural 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 above, our conclusuons
have not yet matured. :

247. Effect of Indebtedness upon Marketing.—"
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 borrowers to sell their
* produce to them, but generally there is an explicit statement in the same
| evidence that the current market price is paid (e.g. answérs to question
. 42 by Thayetmyo and Myingyan district committees). It is difacult to
- suppose that borrowers always get the same price that 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
spending his money before paying his debts. Borrowers still dispose
of paddy surreptitiously. From Katha district thereisa report that
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 paragraph, the Katha
dealers seem to be in a peculiarly strong position. The Myaungmya
district has reported that landiords usually insist npon tenants selling
paddy to themselves and prescribe the kind of paddy to be grown
accordingly ; this however is one aspect of the higgling to determine
the competitive rent.

248. Taxes and Marketing. -Katha district also complains
of the collection of the thathameda tax in Upper Burma in
January. It is alleged that paddy-traders take advantage of the
necessity for cultivators to raise money and force them to sell a mini-
mum of 50 baskets of paddy even when only a sum of Rs. 5 or Rs. 10 is
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required for the tax. Loans by Government or a postponement of the
tax 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 would be an easier matter. The postponement of the thathameda
tax is a proposal upon which we 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 cuitivators would be
able then'to geta better price for their produce. This expectation
has already been discussed earlier in this chapter.

249. Conclusion.—The most important part of the problem of
marketing agricultural produce in Burma relates to the marketing of
paddy, which is being studied at the present moment by a2 commitiee
specialising in it. While therefore making 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 puorely 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 popularising the technical agricultural 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 sale societies to control the type and
quality of grain offered on the market. We have suggested also the
further development of sales by samples. These measores, together
with a reduction 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 all over the country as proposed in Chapter X1X;
those should provide at reasonable cost the temporary expansion of
credit required for the harvest Ly increasing the note-issue on the
security of bills based on the produce.

® We have asked that committee 1o supply a copy of its report to the Indian
Ceatral Ranking Enguiry Committee.
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‘CHAPTER VIII.—CREDIT FOR INTERNAL TRADE.

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 chiefly Java
Indians but include some Europeans. The importers of sugar from Java
are Europeans and Indians. Amongst the Indian importers Marwaris
and Mah dan Boras predominate. Goods from the Malay States and
the Straits Settlements and fnrther 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 1%t0 S per cent. .

for the service according to the nature of goods and the magnitude of
the order. The first class also act largely as agents of foreign manu-
facharers of machinery and branded goods, and they keep stocks, often
considerable ; they work mainly with their own capital, which in most
cases is substantial, and they have credit with the exchange-banks.
The second ciass usnally have samples only ‘and work with compara-
tively small capital.

252. Trade by Sea.—The sea-borne trade from foreign countries
and India centres 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 Raugoon
and one-quarter from Calcutta, in each case chiefly through commission
agents. Bassein has occasionally a small direct import of foreign

factured goods. Moulmein, Mergui and Tavoy import sugar from
Java and betelnut 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 it is conducted by
businesses which have considerable capital of their own and credit with
the exchange-banks, while the other busi ged in it are assisted
by the Chettiar, Marwari, Multani and Gujerati financiers who are fonnd
in the big ports as described in Chapter X11Ia.

253. Trade by Land-routes.—The external trade over the
land frontiers is small compared with the sea-borne trade but is nof
inconsiderable. There are three important trade-routes in the north-
east, all leading eventually to Yuananfu. Two start from Bhamo and
Lashio respectively and go by Namkham, Tengyuch and Talifu; the
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other starts like the second from Lashio but goes by Kunlong and Yun.
On all these routes about seven-tenths of the trade is carried by mules
and the rest by pack-bullocks. A motor-road trom Bhamo to Namkham
(68 miles by this road) will be completed early in 1931, and .a small
part of it is already in use. The motor-road from Taunggyi to the
Takaw ferry on the Salween is also used in some measure as a trade-
route. There is a second ronte from Bhamo by Taiping to Tengyueh
and then on by Talifu to Yunnanfu like the first ronte ; but although very
direct it is not much used for trade because of its hills, There is still
another 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 Bhamo routes, and at these a drawback of 95 per
cent. of the castoms duty paid at Rangoon on goods imported there by
sea and passed on to China overland can be obtained ; in this way a
transit trade to China in cotton yarn, cotton piece-goods and various
other manufactured goods is encouraged. The principal exports to
China are cotton piece-goods (roughly 80 lakhs per annum®) and rapees
(10), and kerosene (1) while the principal imports are raw silk (99)
rupees (32) manufactured cotton {4}) sticklac (4) hides (1}) and
cigarettes.t

254. Three trade routes lead to Siam, starting from Moulmein- and
converging again in the Me Klawng valley. One goes from Mounimein
by the Ataran 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 Myawadi pass. Thereis also a short
ronte, less used for trade, from the village of Tenasserim to Moe Ang
Prachuab Girikhan, which is a harbour where the Siamese railway
touches the eastern coast of the peninsula. There is also a route from
Siam down the Salween river, The principal exports to Siam are
cotton piece-goods (85) rupees (33) dried and salted fish (3); the
principal imparts from Siam are raw silk (105) rupees (45) cattle (17)
teak (14). :

255. On the north-west there is a rond practicable for motor-cars
betweea Impal {the capital of Manipar State) fand the Manipar Road
station on the Assam-Bengal Railway. From Impal there are three -
practicable routes into the valley of the Upper Chindwin, down which
the journey can be continued to Monywa and so into the central part
of Burma. But the trade by these routes is negligible.

256. The numbers of rupees imported and exported by the
routes to China and Siam are very striking. There is no doobt that if

* Figures in beackets in this paragraph and the next give rough statements of the
watue of the trade in 1924-25 in hundreds of thousands (thga‘tis. dakhs) of rupees. Later
figures are not available.

t Further nutes on the trade at Bhamo are given in the last chapter of answers
1o our yuestionnaire in Volume 111 of thes report,
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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 2 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 enirepot towns for the regions
surrounding them. Similarly 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. Trade in Burma Produce.—The internal trade of
Burma, apart from the distribution of foreign imports, may be divided
broadly into four sections : (1) the marketing of agricultural produce
and fish ; (2) the marketing of the products of coltage industries; (3)
the sale of goods produced by factories and (4) other trade, wholesale
and retail. Generally all these four sections are less well provided with
credit facilities than the import trade ; and this ie due in some measure
to the fact that the goods are dealt with in smaller quantitigs and are
less constant in description and quality than the imported goods.

260. 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 provided partly by the
brokers or merchants bat mainly by special dealers with a knowledge of
the tastes of the Burmese consumer. For example, there are some
kinds of rice grown almost solely for consnmption in restricted areas.

* Burma Moslem is the description of themselves preferred by the offspring of
Indian Mussalmans and Burmese wormen ; another name is Zerbadi, but * Burina
Klaslem * sumelimes includes Arakan Mahomedans as well. :



{ 119 )

Many of the upcountry, rice mills are largely or mainly engaged in
milling rice for internal consumption—a business which has been
increasing rapidly in the last ten vears. Sesamum, 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 {(ngapr)
which is mainly in Burmese hands.

261. Products of Cottage Industries..-The products of
cottage industries, such as reed mats, bamboo mats, baskets, silk or
cotton piece-goods, pottery, lacquerware, 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
goods, make an advance for materials or supply them on credit, 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 Anancing and sales societies have had only
temporary and slight success ; the amount of sales effected through
co-operative societies is insignificant compared with the total amount
of production.

262, Products of Factories.-——The modern large scale industries
have each their own method of disposing of their produce. The big
sawmills export most of their first and second c¢lass timber and dispose
of their third class timber and " waste™ by auction to Chinese and
Indian traders ; and there are many small sawmills producing wholly
for internal consumption whao sell through Burman Indian and Chinese
retailers. The large oil companies (the Burma Qil 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
throughout the area of our enquiry. The dealers must pay for their
supplies before delivery, and accordingly require a capital of Rs. 500 Lo
Rs. 25,000 or more, according to location. They give credit both to
retailers and to customers who purchase for their own consumption, the
latter 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, bot must
practically always borrow more from Chettiars, paying 1°25 to 2 or more
per cent per mensem according to circumstances. The Chettiars also
assist them in remitting money to Rangoon to pay for their stocks ; but
most send by registered insured post or through the government
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remittance systém or by money-order, and in some places where they
have many customers who. have banking accounts in Rangoon tbey are
helped in making the remittances by being paid by cheques and by
giving cash for cheques. They send the cheques {0 Rangoon to be
credited to their acconat with the refinera® -

263. The smaller factori¢s nsnally sell their- products both direct to
shop-keepers and through middlemen, who, if they are not in the
neighbourhood. of the factory, have usually to pay cash against railway
receipt or mate’s receipt. Ordinarily the value-payable post is used for
this purpose, as consignments are not ordinarily worth more than 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
(including 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 buying
on credit as described below for retail traders and by borrowing.
They borrow from Chettiars on the security 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 to other moneylenders and rates of 2 to 3'5 per cent per
mensem 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 Chinese often borrow from Chinese, and in Prome and Moulmein as
well as Rangoon some borrow from Marwaris. The Chettiar rates of
interest are as described in paragraph 524, a well-established trader
borrowing on promissory-notes without security at the usual rates for
secured loans, Marwaris. sometimes reqnire a share of the profit in
addition to interest ; timber-traders in Moulmein pay Marwari lenders
a commission on their turnover. Quiside Rangoon little credit is given
by trade-bills of any kind. . Upcountry traders buying local produce and
despatching it to Rangoon generally sell to a local Chettiar bills payable

* Compare paragraph 380.
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at sight and drawn upon the consignee, who is generally the trader’s
principal or agent but may be a purchaser of the produce ; the Chettiar
<harges 2 to 5 annas per Rs. 100 according to the time that will elapse ™
before the bill reaches Rangoon for collection. Such bills are chiefly
drawn by Chinese traders and to a smaller extent by Indians; Burman
traders make little use of them.

266. Retail Trade.—Retail trade in Kangoon is carried on by
European, Indian, Chinese and Burmese shopkeepers and a few Asiatic
Jews, Indians predominating. The Burmese sell chiefly fish, fruit,
fowers, vegetables and goods required only by the Burmese section of
the population, but other dealers also sell 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 (called the Scott Market) each have many
hundreds of stalls, held by stall-holders ranging from well-to-do Indian
cloth 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 smaller viltages which
have only one shop it is pretty sure to be Chinese. Most towns and
important villages have a covered bazaar bélonging to the local munici-
pality or other local authority in which there are a number of stalls and
also a number of sellers who have no regular shop but have a small
stock of fruit, flowers, vegetables, fish and other things on small
bamboo teays which they place in front of themselves as they sit upon
the ground. The latter class are known as * daily bazaar” sellers and
pay a small rent for the day ; some are only casual sellers, but some sell
every daythe bazaar does business. Some daily bazaar sellers are the
wives and daughters of cultivators or fishers selling their own or their
menfolk's produce ; sometimes they are only dealers buying 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 of a series of substantial covered baildings' and is
remarkable for its size in proportion to the town ; it serves as a general
emporium for Upper Burma. Amongst its stall-keepers Burmese
predominate. In Upper Barma every hAfth 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 generally all alike.

268. Credit given by Retail Traders to Customers.—In
Rangoon and its neighbourhood many shopkeepers do not give credit
at all ; others selling rice, vegetables and other daily requirements of a
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bousehold, 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. Itis 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 paddy 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 accumulating
2 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) (a) by credit granted by wholesale dealers and
commission agents, () 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 hand 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-operative
banks or societies. Most retailers have provided part at least of their
stock by means of a loan raised from a moneylender, usvally 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 weli-
established shopkeepers  often get loans without specific security. Fhe
Chettiar is able o keep himself acquainted with the state of his
customer’s business. Whether security is given or not the borrower signs
a promissory-note. In Rangoon and some of the larger towns the larger
shopkeepers have current accounts with a local Chettiar ; the shop-
keeper pays in each evening his takings of the day and draws out from
time to time the cash required for his purchases of stock and for his
living expenses. In this way the shopkeepers, besides avoiding the

-
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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, Moplas, Chulias, Bengalis, Suratis, Marwaris, Punjabis and other

northern Indians. In
P Sagai Bhamo and Sagaing 'dis-
Race. Dics | DEMME  tricts Shan-Burman money-

lenders also are numerous.
In the margin are shown

Burmana 20

Shan-Burmans N 75 estimates received from

C!leuiﬂm e (1TY 40 :

Other Indians I R 5 two  widely. separated

Chinese 30 15 districts of the percentage
Total .1 100 100 of persons of each race

engaged in lending money
to shopkeepers.

272, The rates of interest charged 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.400,
rates 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 stringency in the
money-market, a change in the debtor’s circumstances, or the change of
an agent or partner in the Chettiar firm makes it desirable to call in the
loan. The demand for loans on the part of retail traders increases in
September and reaches a maximum in December, January or February.

273. Stall-holders in muricipal markets and in odd places wherever
they can find a location are a special class who pay heavily for finance,
The great majority of the stall-holders in the Rangoon markets are
working on borrowed capitals. The large are financed by Chettiars and
by wholesale dealers who sell goods to them on credit; the smaller
by other Indian or Burman monevienders.

274, In many places small stall-holders borrow money on the system
of daily repayments known as ne-pyon-do or se-pvan-pc. Loans under
this system are nsunlly exact multiples of Rs. 10. At the time of
issning the loan one-tenth is kept back as interest, and an agreement is
made for the remainder to be repaid by a certain nomber of equal
daily payments, which are always a nnmber of whole ropees. Generally
the period of repayment does not exceed a month, but sometimes it is
stretched to forty days. Thus.if a loan of Rs. 10 is taken, only Rs. 9
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will be actually given and one rupee will be paid back daily for ten
days ; if aloan of Rs. 100 .is taken Rs. 90 will be given and three rupees
will be paid back daily for thirty-three days and one rapee more at the
-end. Loans range from Rs. 5 to Rs. 150, but are usnally 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 lenders ; in other places the Chettiars leave
this 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 not trouble about very small kisti loans.
‘Two systems are in force there, one for daily and one for monthly
payments. For daily payments the usual period (in Rangoon) isa
.ht;ndred days ; sometimes the period isas little as 60 or as much as 120
-days. 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 k/st is a whole number of
rupees arrangeéd 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 nsual period is three,
four or five months, but sometimes the period extends o ten months.
The usuval size of loan is Rs. 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
are 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 nsed by traders of good reputation and
standing, but keepers of smail shops and of road-side stails often have
no cheaper source of credit, and for 2 large body of traders they are the
normal or even the only source. The monthly system describedis also
nsed only by people who cannot get better terms ; traders who have
the Chettiar’s confidence lake loans for repayment by as many as ten
monthly instalments but pay each 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 1'5 per cent per month reckoned on the
whole loan for the whole 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
rates of interest are charged both by Chettiars and by other lenders.
“Ordinarily 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 mensem reckoned on the whole
{oan for the whole period. Enquiries amongst stall-keepers showed
" cases of loans of 120 rupees for 120 days with Rs. 20 withbeld for
interest and even of loans of 60 rupees for 60 days ‘with Rs, 10 withheld;
these correspond to nominal rates of over 4. and over B per, cent
per mensem respectively. Inany case the true rates of interest reckoned
on daily outstandings must be about double the nominal rate because on
an average the daily outstanding is about half the nominal loan, and.
the real loan is less than the nominal loan by the interest deducted at
the beginning. Thus a borrower who gets 92 per cent of the nominal
joan 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 coften
fail to repay regularly, so that the period of the loan is greatly extended
(and therefore the rate is less than appears) and that allowance must be-
made for the expenses of collecting 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
* described in Chapter XIIIa. 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
miscellaneons moneylenders described in Chapter XIV have some part
in financing the small traders. Even here however the Chettiars 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 accamulation of a
large number of small deposits, would 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 business for the banks
and make it continnally easier for them to meet their expenses and
caery on until they became self-supporting. It is however the first 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
development is to be reached eventually, there is no hope of any
deposits being obtained until the banks have already made considerable
progress. We shall endeavour to attack this problem in Chapter XIX.

277. Meaawhile, both as a preparation for a more widely extendeds
hanking system and as a means of making better use of the existing
hanks, the increased use of bills of exchange (hundis) wounld be of
advantage, as it would connect the trade 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 lendipg on promissory-notes has the disadvaniage of
increased difficulty in keeping the total volume of credit in proper
relation 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 advances may 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 genunine trade.
bills. Where a trader would have to discount a2 number of compara-
tively small bills the cash cradit system is convenient to both the bank
and the trader ; it reduces the book-keeping of the bank and it lets the
trader off with interest 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 upon the rise
of a class of acceptors 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 incraase in nomber first, and that increase
is difficult to bring about at present 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 counts: somehow or
other banking must be extended and carried on for some time. After
that the 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 807.
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CHAPTER IX.—CREDIT FOR INDUSTRIES.

278. The Indian Industrial Commission.—The problem of
financing industry in India and Burma was studied in 1916-18 by the
Indian Industriall 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 contemplated was
a bank which could keep in touch with small 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 realisable. The larger portion of its industrial
business was 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 wonld 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,
s0 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 ; usually
such provision takes the form of underwriting shares, which are
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 of
* capital. Insome countries there are institutions which specialise in pro-
viding fixed capital and are commonly called industrial banks; an example
is Japan, where the industrial banks obtain their funds by the issue

" of debentures. In other cases the industrial banks are primarily whai
in England would be called holding companies, taking up large block:
of shares ; this for instance appears to be the case with some Germar
industrial banks, although they often supply the current finance for the
undertakings they have promoted and discount or accept bills for them
and dosome banking work for the pablic. In France the bamgue
d'affaires work similarly and make deposits a matter of secondan
importance and frequently will accept them only from foreign bank:
and from companies which they have established ; they use chiefly
their own resources. In Sweden the commervial banks make larg
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advances for fixed industrial capital ; but the average ratic of their
capital to deposits is 1 to 4 * whereas the corresponding ratio in
England is 1 to 13 and in the United States of Americaitis1 to 7. In
1913 the Swedish ratio was 1 to 2'6 and the present tendency is towards
reaching that level again. It is moreover a special characteristic of
Swedish banks that their deposits are largely permanent investments of
saved capital. Austria was before 1914 the country in which the
commercial banks took the greatest part in supplying fixed capital for
industry ; the banks formed underwriting syndicates for the issue of
industrial shares which they retained until they found a favourable
opportunity to dispose of them, financing the transaction by the issue of
debentures. Since 1920 there has been in most countries a general
tendency for banks to make larger advances for the fixed capital of
industry than before ; but it is too early yet to see the outcome of this
tendency after® the special circumstances resulting from the war of
1914-18 have disappeared. In their annual reports for 1929 four of
the five leading bank-chairmen of England mentioned the matter and
agreed that those banks which are mainly deposit institutions are forbid-
den by their duty to their depositors to supply industry with fixed capital
on a considerable scale ; this capital must come from the permanent
savings of the country. The formation of new inslifutions to facilitate
the supply of fixed capital was suggested ; and such institutions have
already been started this year as the Securifies Management Trust, a
subsidiary of 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 eompanies of debentures has also been
suggested as a means of 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 fized 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 tbe public. The Indian
Industrial Commission recognized this in advising caution with respect
to the provision of fixed capital by the banks it proposed to form.
But it is particularly for the supply of fixed capital that special instita-
tions are required if they are appropriate at all ; current finance is
supplied tolindustry readily all aver the world by ordinary deposit-banks.

280. Industries in Burma.—The industries employing the
largest numbers of people are those dealing with mineral oil, timber,
rice, and all kinds of transport. A distinction must be made between
industries employing large numbers of people on the whole and those
carried on in large establishments. With the exception of rice-mills,
saw-mills, rubber plantations on a moderate scale individually and

* Forcign Banking Systems, by H. Parker Wiltis and B. H. Beckhart, 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 Industries.—The industrial establishments.
of the largest scale belong to European firms and companies. The
industries carried 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.) Ona
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
gize but also in being carried on in many cases by Indians, Chinese or
Burmans, although Europeans still play a part. The larger establish--
ments jn all the industries mentioned in this paragraph can deal with
the exchange-banks and the Imperial Bank 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 carry on some of these industries are included in
those discussed in the rest of this 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 industries, and even so was incomplete, They include
industries carried on in the forest or the fields or on the rivers or in
quarries, and industries carvied on in buildings ; the latter range fromy
industries in small factories to cottage industries which may be full-time-
occupations or part-time occupations practised in combination with
other cottage industries or with agriculture. In the last case agricultore
may be, but is not always, the more important occupation ; even workers
who call themselves cultivators sometimes derive the larger part of
their income from their non-agricultural occupations. Some of the:
small industries supply only local needs ; the products of others are
distributed widely. None of themi make for export, except certain
cheroot-makers who supply a small number of cheroots to certain
European traders in Rangoon, who export them to London chiefly for
the use of persons formerly resident in Burma. Some toys and lacquer

work were exported experimentally a few years ago ; bot no develop-
ment ensued.

* The silverslead industry is in the Shan States and outside the region of our
enguiry.
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283. In Lower Burina (outside Rangoon) there are fewer cottage
and other non-agricultural 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-February), 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 varions
-occupations with the cultivation of smaller holdings would have been.
In the unirrigated parts of the dry zone of Upper Burma the precarious
rain-fall makes it impossible for some cultivators to get a living from
‘their land alone, and also permits more industries to be carried on. 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
fragmented, and the cultivation season lasts only about eight months ;
there a number of small industries, supplementary to agriculture, are
practised, chiefly weaving 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 also carried
-on in large establishments; the most important of these are the
tice-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 bunting, cattle sheep goat duck
.and fowl rearing, dairying, silk and cotton weaving (including the
weaving of Shan 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, charcoal-burning, salting and dry-
ing of fish, making of fish-paste, thatch-making, basket-making, weaving
-of bamboa mats, weaving of reed mats, iron founding, the work of
Jblacksmiths, goldsmiths and silversmiths, the manufacture of iron
trunks, brass and bronze casting, quarrying of various minerals, brick-
making, pot and pipe-making, pressing oil from sesamum and ground-
nuis, the extraction of oil from citronella {lemon-grass), soap-making,
;umbrella making, sculpture, ivory and wood carving, giass mosaiec work,
making musical instruments, making paper lanterns, cutch, jaggery and

® Same interesting accounts of a number of particular indusirics, including the
way in which they are financed, are to be found in Chapter Il of the third volume
«of this report and the appendix to that chapter. See Volume 111, page 337,

~
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ssalt boiling, mannfacture of matches, bead and rosary making, watch-
:repairing, book-binding, leather-working, the extraction cutting and
polishing of precious stones, jade-working, boat-building and repairing,
.cart-malting, tanning, paper-making, saddie and bridle-making, making
of artificial Sowers, making toys of tin-plate wood or papxer-mache.
‘winning petroleum from hand-dog wells, making Burmese sandals with
soles 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 (mohinga) 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 (often with
.engines from old motor-cars) and the making of match-boxes from
-veneers supplied by a match-factory. .

285, Silk-weaving is of special interest in Burma. The cloth is
much used by the people for clothing and has a good local sale. The
seat of the indpstry in Upper Burma is at Amarapura and in Lower
Burma at Shwedaung. The industry bas received encouragement and
support from Government by the introduction of improved looms.
Some progress has been made in the local breeding of the silk-worm,
but religious prejudices have impeded this. The great bulk of the raw
material comes overland from China and Siam ; the value of this import
dor the year 1924-25 was over twenty million ropees (2 crores).

~ 286. None of the industries confined to cottages and small estab-
lishments gives occupation to large nombers., The texiile industry is
one of the most important ; yet for all its branches together, including
finning spinning weaving dyeing and other operations for cotton silk
and other materials, we estimate, on the basis of the census of 1921,
that not more than 8,000 males and 120,000 females are employed in it
in their houses besides 1,575 males and 862 females in small factories.
.Of the females probably 100,000 wcre part-time workers, many of
whom gave only a comparatively small part of their time to weaving
.and were largely engaged in honsehold work.

282, Cottage and Factory Industries.—By a factory ws
understand an industrial establishment in which ten or more persons
.are employed, this being the definition used in the ldecennial census. ¥
In a cottage industyy the work may be carried on in the home by a4 man
or woman, boy or girl, alone, or by a family group, or it may be carried
oy in 3 workshop, either in the home or elsewhere, by a master or
mistress with paid adsistants from outside the family less than tep in
number. Some of the indoor industries mentioned above are carried
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on only in factories, some only as cottage industries ; some are carriec
on occasionally as cottage industries and occasionally as factory
industries. Some factory industries are carried on without mechanica
power. Until recently cottage industries rarely if ever used mechanica
power ; but the development of small internal combustion engines has
enabled many small motor repair-shops, saw-pits and other undertak.
ings to wse it. In most places electric power is not available during
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 of 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 reasons. Uncertainty about marketing the product, as in
the pillow and mattress-making industry of Salé is one reason ; and an
important reason contributing to this uncertainty is that for most
products of native Burmese industries there is 2 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 tipon the same phase through the
competition of artificial silk and Japanese machine-wovensilk. 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 Rangoon firms to
arrange a regular supply of Burma cheroots for sale in London. There
wis 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 him not only a good rate of interest
on the cost of the 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 stock are the cheroot-
making industry and the lacquer industry. The women of rural Burmese
families are expected to know how to roll cheroots of the se- baw-lcik
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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 poorestgrades the cheroots are accor-
dingly made at home. In many sinall towns there are also people making
cheroots on a small scale for local sale. But at Danubyn, 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-lo-do classes. In these places the principal employs
local girls to make the cheroots by hand at his house, and he buys the
tobacco and other materials with money borrowed from the local Chet-
Yiar 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
worlts in close association with the Co-operative Department. Besides
special co-operative societies formed for particular industries there are
urban co-operative banks supplying credit to artisans and small
industrialists. For all these loans from co-operative societies and urban
banks the rate’of interest is 1'25 per cent per mensem.

291, Future Credit Facilities for Small Establish-
ments.~—The financing of cottage industries is best done through
‘Chettiars or professional moneylenders lending on similar lines, or
«<o-operative societies. As already related it is receiving the attention
of the Superintendent of Cottage Industries. The development of
-co-operative societies is naturally obstructed temporarily by the condition
of co-operation generally at the moment (see chapter XII) ; but that
wwill recover in time.

29.2. Small factories obtain crrent finance from Chettiars and other
professional monevlenders and banks and wouid be assisted in this
matter by the establishment of banks on the lines advocated in the last
<hapter of this report. But Chettiars are not willing to supply fived
<apilal in the sense defined in paragraph 279, and deposit-banks or a
bank of issue certainly conld not supply it. The question is whether an
industrial 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 number of, units of
considerable size is the rice-milling industry. An industrial bank formed
for rice-mills alonge would have too much risk concentrated on ong
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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 is necessary for it to deal with a number of independent activities
so s to average ifs risks. But in financing other industries a bank
working for all Burma would find a profusion of very small concerns.
falling into a2 large number of classes, each of which would require
a different body of knowledge and a watch on different markets,
while each concern would afford business for the bank on only a
small scale ; the bank could not,. without expense which would be
éxcessive in 'proportion to the business it could do for each of its
clients, keep in sufficiently close touch with them. 1f 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 managers may be able to manage industrial banks as.
part-time occupations ; by that time the second diificulty also may be
less. But ithis 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 {0 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, and’
later perhaps to help the successful ones to combine. Buot the time
for snch 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.

295. Rice-Milling.—The growth and spread of the rice-milling
industry has already been described in Chapter II. In recent years the
outstanding teature of its development has been the rapid growth in
the number of rice-mills along the railway-line and the main waterways
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 as follows :— European 45, Chinese 53, Indians 61,
Burmans, Karens and other indigenous races 224. Milis owned by
Europeang 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 ; but
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they make up for the smallness of their individual milling capacity by
their number. The large profits earned at one time stimulated
the erection of new establishments until the milling power exceeded the
demand, and in the lost few years millers have had a hard struggle
which is still going on. A small rice-miller in a rural tract has an
advantage over a miller in the ports-because he saves the freight of the
husk to the port. His expenses are generally also on a smaller scale’
except in obtaining finance ; 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 move uniform qualities of grain than millers in the ports.
These get quantity rather than quality.

-

296. Current Finance for Small Rice-Mills.—The rice-
mills other than those large mills in the ports which have access 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 Irrawaddy 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 average the
interest is thus at 12 to 14 per cent per annum in the busy season and
8 10 10 per cent in the slack season. In other places therate for a loan
does not fluctuate but is fixed at 1'25 to 175 per cent per mensem
according to circumstances and the season ; in the busy season the rate
is generally 1'S 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 working capital
required for one of these smail mills during the season, is from Rs. 25,000
to Rs. 30,000, Inthe last three years however, owing to the difficulty of
millers in making profits, there has been an appreciable contraction in
the credit given by Chettiars to rural millers; and, where the latter
have had no considerable assets besides their mills, working capital has
been denied to them, and many have had to close down their mills.
Those who continue to work are stiill numerous and are obliged to do
more speculative business than formerly. Six or seven years ago it
whs possible for rural millers to keep their mills going throughout the
season by milling for hire ; but this is not now possible. Paddy is
bought to be milled for sale as rice ; and working capital has become
necessary in larger quantitics.  If the paddy is bought in a’continuously
rising market the profits are substantial ; but otherwise the losses may
be serious.  Rice-millers anxious to avoid' speculation have tried to
Keep heir mills going with milling for hire ; with this object they have
financed taders who buy paddy, have it milled and sell it as rice. Bat
the capitid required for this purpose is considerable and cannot be
obtained easily unless the miller owns land which be can give as security.
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297. Dawsons Bank has recently devised a plan for overcoming thit
difficulty by enlisting the co-operation of the miller. The trader, afte
buying paddy, customarily stores it with the miller until he wishes tc
sell and then has it milled. The bank advances money to buy the paddy
and the miller acting as agent for the bank surrenders to the bank his
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 bank
for the paddy accepts joint liability with the trader for the loan. The
consideration for liability as trustee for the paddy and for the loan it
the willingness of the bank to finance the millet's customers on the
miller's recommendations. The paddy is labelled with the bank’s name
for the purpose of identification, and the bank keeps a clerk at the mill
to check measurements of paddy on arrival ; the bank zlso inspects the
stocks at frequent intervals. The loans are made for short periods of
-one month or less, but 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
returns the documents of hypothecation to him and at the same time
informs the miller that the produce is released.

298. The Burmese and indigenous rice-millers have many lessons to
learn. They are new to the business and have not realised that it
requires numerous and exacting qualifications. Such rudimentary
notions as the necessity of providing for annual depreciation of plant or
-of keeping proper accountis have not seriously impressed them, and no
thought has been given to the making of suitable provision for working-
<capital. Most of the mills have been built with the aid of borrowed
~apital, and the owners have in consequence found it difficult to raise

" funds for current working expenses. Lenders in the circumstances are
- ~<chary of making advances even at high rates of interest. A good year

may allow the advances to be repaid, 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
4his field of indigenous industrial 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 Agriculturists.—These
industries are to be distinguished from industries sobsidiary to
agriculture. In the latier the workers may be engaged full time either
for a part of the year or all the year round ; their characteristic is that
either their raw material is derived trom agriculture or their product is
used for agriculture. The part-time or supplementary indusiries are
industries in which agriculturists engage when their agriculture gives
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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
for whole days in short intervals in the main occupation, or continuously
for a season when the main occupation permits. The last kind
anight be found in factories whiclr had a busy season when agriculture
-was slack ; but generally part-time occupations of any kind are possible
.only as cottage industries in the homes of the workers or in small
factories without mechanical power. In other cases the overhead costs
of 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 agriculturists who are owners or tenants, In
most parts of Lower Burma, notwithstanding the common opinion to
the confrary, 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 by 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
-agricultural implements, boats and carts and in the care of cattle, including
the considerable labour of cutting grass for them. Some men with small
‘holdings earn a supplementary income in this period by fishing,
collecting various sorts of forest produce and in other ways ; but most
have no time for this and require for physical recuperation a respite
from exposure and arduous work. The reaping and threshing season
is exhausting again, although its work is not carried on under such
unfavourable conditions as ploughing. When it is over the cultivator
must stay near his threshing-floor to sell the paddy ; meamwhile
there must be preparation for next cultivating season, and cattle have
still to be cared for a little although it is not necessary to cut grass for
them. Fuel for the next wet season must be collected in some places
though in others it is bought, houses must be repaired, manure for the
next season’s nurseries must be collected.  Thus the apparent economic
waste in the periods of unemployment of caoltivating owners and
tenants in Lower Burma generally is an illusion; the periods are
periods of recuperation with light employment, and httle time is
available for supplementary occupations. Every cultivator knows
he must give his cattle specitl food (oil-cake) during the season of
stress, and that he can only work them lightly during the intervening
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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 cone 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 usually get done for payment. The same
solution of the problem is used in the districts of shorter cultivating
season, such as Prome. There is everywhere a complex adjustment in
the amount of work the cultivator does for himself 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
istaken 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
Upper 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 in the
recuperating seasons, leaving him still less time for independent
supplementary occupations, however light.

302. Besides the danger of overstrain we see another danger in
attempting to stimulate supplementary occupations for agricultural
owners znd tenants. Labour in supplementary occupations is apt to be:
sweated labour, not only under capitalistic organisation but also under
domestic conditions. Especially this applies to the women and children,
though it applies to the men too. The horrible exploitation of women
and children, in the early nineteenth cenlury in the factories of England
and later in Japan, was a recognised feature of the domestic system
which the factories displaced, though not quite so bad. The women
and children, it is true, are not 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 line of development for
those drier areas where the cultivator’s energy is not exhausted in his
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cultivation is'in the brondening of his agriculture by ‘closely-related’
farming occupations. These must be sought out for each’locality ; as
examples we suggest poultry-rearing 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 higher standard of cleanliness; comfort and health in
the homes than now. For men with more time and energy unemployed
various kinds of gardening for fruit and vegetables offer an opening.-
Condensed milk is now being made at Mandalay ; but Burmans do not
generally milk their animals, and an average temperature which is about
the optimum for 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
improved agricultural finance as a background for all these, we look for’
a cultural development. We look in fact for better living to follow
better farming and better business. .During ten months the agricul-
turist cultivates his "fields and has neither time nor opportunity for
anything else ; during the other two months when the work in his fields
is reduced 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 should rather be artistic. But the
oppdrtunity should also be taken for tours of travelling adult schools,
and for short courses on the model of those in the folk-schodls of
Denmark, teaching amongst other things the improvement of
agriculture and housewifery. As all would be done in fine weather
the money to be sunk in fixed capital for these schools would be
comparatively small,

304. Part-time Occupations for Agricultural Labourers.
—The employment of agricultural labourers may be seasonal or casual.
While a labourer is employed for the ploughing season or for the harvest
season he has no use for part-time occupations. If he is employed for
both the seasons his case is the same as that described above for the
cultivating owners and tenants. The problem of providing part-time
occupations arises only for the seasonal labourer in a season when he
has failed to get emplovment and for those who are always casual
labourers. Some cottage industries suit these conditions ; e.g. the
making of match-boxes near Rangoon. The materials are in the house
and can be taken up in any idle hour. But (without making any
implications as to the present condition of the industry just mentioned)
it must be recognised that industries cirried on in such circumstances
are peculiarly liable o exploitation, and not all occupations can be
carried on in this way. The problem isin fact to provide whole-time
emplovment for an unempioyed part of the labourers rather than part- -
time emplovment for all. ‘The aim should be to develop mdustnes to
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:absorb some of the people for their whole time, subject to some adjusf
-ment amongst the various industries and agriculture for special seasons
-dn this way the competition for tenancies which forces up rents to

devel which leaves too litle for the tenant to live a human life woul
ibe diminished, while the country would get the benefit of th
sintellectual quickening which industries always excite, There is how
«ever a long way to go before this is achieved ; radical changes in the

labour supply will be involved, and these will require far-reachin
-changes in the system of cultivation, In the districts near Rangoon

for instance, where an immense labour force is hired for a short timu
»to reap the paddy, either reaping machinery must be used or new kidd
.of paddy must be grown so that a smaller force can reap in successio
-different parts of the holding ripening successively, and if possible th
«different kinds should be suitable for milling together.

305. Industries to absorb Agricultural Labourers.—
JIndustries of some promise are those which would utilise agricul-
tural or forest products which are now wasted or of too low grade
o get a profitable price when used for other purposes. Examples of
.such industries are the distillation of alcohol from paddy straw, the
smanufacture of paper from rice straw or from the refuse of crushed
sugar-cane {megass or bagasse) or from bamboo, the manufacture of
-starch and toilet powder and paste from cheap or damaged rice, the
stanning 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 industries would offer good
prospects of successful competition in world-markets and development
into large-scale industry. In addition the increase in the profits of
agriculture through agricultural and educational improvements 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 sugigested 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 societies and local joint-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.—MISCELLANEOUS CREDIT.

~ 3006. 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 whor
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-
reaping, 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- >
menis 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 empioyment if they can not ; others again never get
anything but casual employment. Women labourers are always casuals.
When not emploved in agricuiture labourers take up al sorts of means--
to get a livelihood: a characteristic of the Burman is his versatility.
Casunl labourers are paid each day and generally in cash, though-
reapers and binders in some paris are sometimes paid in kind. The
wages of seasonal labourers are generally due for payment in kind at
harvest, whether the employment is for the ploaghing or for the reaping
]EAsSON.
_308. Casual labourers are constantly borrowing petty sums of a few
annas to carry them over days of unemployment. They sometimes gets
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. Loans of 5, 10 or 20 rupees are wanted sometimes ; for
example to pay the capitation-tax or to get an outfit for going down to
an estuary to fish for prawas or up to the forest to cut firewood ; these
are got from villagers to whom the borrower is well-kown, and the rate
of interest is usually aboy 5 but may be anything from 3 to 10 per-
cent per mensem. Small artisans in villages who do only repair worl
or have no stock in trade are on much the same footing as the labourers. -
309. While employed as a seasonal agricultural labourer a man
almost invariably lives as one of his employer’s household, whether he
lives in the emplover’s house or in a temporary hut bailt out in the
fields to be near the work. He thas gets his food and tobacco sapplied
and sometimes gets one or two shirts and skirts to wear. A worn-ont
- skirt wrapped roand his head to protect from the sen is the ouly other -
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<lothing he looks for at working times, though he sometimes owns a
coarse jacket. If he isa bachelor, and has not borrowed from his
employer to buy some finery or an electric torch, he has his paddy
mwages due to him at harvest, and gets his employer to sell them in the
‘bulk with "his own paddy and pay in cash accordingly at the price
received. Thus a bachelor gets along pretty well ; but as a rule Nature
“soon chastens him with a wife. When he has a wife or family they
have to be supported separately as they do not live in the employer's
-house. The wife probably does some day-labour herself in trans-
planting paddy or tying sheaves or in weeding (if crops other than
paddy are grown) when she can get it, or she earns perhaps a quarter
-of her keep by selling something on a scale smailer 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 eight annas, but it has to be found
somewhere ; and the balance of the family’s keep 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 calculations for
this the custom varies in different parts. In some the employer, who
~can always borrow more cheaply than the labourer, because he has at
least his crops as security and js borrowing for himself on a larger
.scale, lends to the labourer at the interest he pays himself and deducts
;the amount due when settling acconnts at harvest. Sometimes a rate
is fixed as part of the employment contract, commonly Rs. 3 per cent
per mensem or Rs, 3 for Rs. 10 for any part of the season. In oiher
~Cases one rupee advanced is reckoned as one to one-and-a quarter
baskets of paddy at harvest' time. These rates depend upon the lgcal
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
dnterest, By taking his payment before it is due he is also insored
against various risks sunch as drought or flood that might destroy the
~crop and leave the employer unable to pay him.

310. Labourers and small artisans in the towns, like those in the
villages, get petty advances here and there as they can. They are less
likely to be acquainted personally with somebody who can lend to
-ihem ; but on the other hand there aré more people who are lending
regularly to such borrowers. Some of these have borrowed money to

. €arry on their own business ; but they lend at a bigher rate than they
pay. In some places the Chettiars grant these Joans ; and jn recent
years the pawnshops have become the ordinary resorts of many people
for such loans.

 31). Salaried workers, typified by clerks but including shop-assistants
. mechanics domestic servants and others, borrow whea they can by
gefting advances of wages from employers. But this cannot always be



( 143 )

«done. Burmese domestic servants then borrow in the same way as
small artisans. Indian servants working in European or wealthier
Burman households and getting Rs. 20 to Rs. 50 a month readily spend
Rs. 300 te Rs. 600 in getting married ; they (or their parents on their
ibehalf 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
.80 much interest as these rales would yield ; more frequently there is
defanlt leading to a decree with interest at 12 annas per cent per mensem
won the amount accumulated at the date of the suit and repayment by
moenthly instalments fixed by the court. The most important lenders in
‘towns are Indians of the durwan and peon class. In spite of their
«comparatively small pay these ns a class lend a great deal of money,
especinlly to clerks in the same establishments and nominally superior
to them there. Government offices are not only not free from 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 lcan is
Anken, )

312, ‘The custom of paying wages monthly undoubtedly contributes
ito the need for credit on the part of town workers, because so few of
them can retain enough capital to pay their way through each month.
A system of weekly wages would shorten the period for which credit
is required and would reduce its total amount to less than one-fourth
ibecauss many more cash transactions would come to be made; the total
amount of credit used now in the last few days of a month must be very
large, and by reducing this demand the cost of it would also be
reduced. Employers might want credit to pay wages earlier in the
month than now ; but they would also receive payments earlier for
goods sold or services rendered ; there would in fact be a more rapid
fumover all round. Government might set the example for its menials
.and lower division clerks.

313. We further bring to notice the example set in New York by the
personal loan department of the National City Bank of New York
Loans of Rs. 150to Rs, 3,000 may be granted to any person who earns a
‘regular income or has his own business. Six per cent is discounted
from the loan at the time of issue for the bank's expenses and interest,
s0 that 2 borrower of Rs. 216 would actually receive Rs. 203. Two
guarantors are required unless suitable collateral security is given.
Repayments are made by twelve equal monthly instalments, which in
our example would be Rs. 18 each, and these are credited toa deposit
account bearing three per cent interest componnded monthly. At the
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end of the year the balance of this account is used to repay the loan,
and the excess (in our example Rs. 2'96) 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., 2 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 invesiments (e.g., 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 of observing the borrower’s obligations. The scheme
is new in New York; butin one year's experience it has been found
that the average loan th ere was aboat Rs. 1,000 the average borrower’s.
ificome was about Rs. 690 per mensem and that 97 per cent
of the borrowers made good. 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 on
slightly higher scales for loans below Rs. 150 and between that and
Rs. 300 soasto cover their book-keeping expenses. We invite their
attention io 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 hamblest borrower throngh 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 government office or department all exist as well
as rural 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 will 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 those borrowers who do
not wish to join co-operative credit societies bit yet have business of
too small a scale to deal with the banks 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 first step ; in Chapter XVII will be found
proposals for reguliating the 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 .XI4.—CREDIT INSTRUMENTS AKD DocuMents ofF TITLE.

315. Credit Instruments in common use.—The credit
_ instruments most commonly used are promissory-notes payable on
demand and bundis payable at sight. Other promissory.notes and
huondis are also used.  Bills of exchange drawn in English are nsed. but
are chiefly for transactions in which both parties are European or
American or one party is 2 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. 1t isto 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 usance
bills ; we think it is probable that in both towns the documents are
generally in the form of promissory-notes. It will appear presently
too that some docaments, written in English but spoken of by bankers
as hundis because received through a Chettiar or other indigenons
fmancier, are really bills of exchange or drafts, when they are not
promissory-notes. QOther instruments in common vse 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 discussion of these instruments and of promissory-
notes and hundis after noting shortly upon certain other documents.

316. Other Documents.—Other documents used to obtain
credit are railway receipts, mate's receipts, bills of lading, laing-sa,
delivery orders, warchouse 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-sa 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 these are rather evidence
of title to property than credit instruments, and they are used as
security for loans.

317. Most lenders refuse to accept railway receipts and mate’s
teceipts 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 buy 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. § 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
on a large scale by banks and Chettiars in Rangoon and the other ports,
Warehouse receipts are not in general use, both banks and Chettiars
prefecring to have ¢ontrol of the warehounse and to bave their own lock
upon it and to keep their own watchman ; but Dawsons Bank uses
them to some extent as described in paragraph 297 in lending omn paddy
catrusted to a miller.

318. Mortgage-bonds.—The use of mortgage-bonds for securing
loans on immovable property has already been described in the
. preceding chapters. Chettiars frequently raise money from banks by
assignment of theiv mortgages. *This may be done by executing and
registering an assignment or by handing over the mortgage-bonds to the
bank ; the latter method is practicable at present only in the ports.®
A sub-mortgage is thus created in favour of the bank ; bat banks im
Rangoon would ordinarily refuse to accept sub-mortgages of property
situated outside Rangoon, and this is an important factor lmiting the
credit facilities of Chettiars and others as the bulk of their mortgage-
bonds secure payment on agricultueal land or raral property. The only
-Chettiar concern which could mobilise credit of this description i the
Bank of Chettinad, which, as a company, could issne debentures secared
on its mortgages. Banks in Rangoon are not able to appraise the value
of agricultural land and other property cutside Rangoon ; but mortgages
of these in the deltaic districts are acceptable to Dawsons Bank.
Rangoon banks .are also naturally reluctant in the case of enforcement
-of claims to sue in courts outside Rangoon.

319. Deeds of Hypothecation and Pledges.—Deeds of
hypothecation are sometimes drawn up fo secure money lent on
standing crops or cattle, but alore often to secure a loan on produce in
the granary 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 for a rise in market-prices accommoda-
tion is generally granted in thé form of promissory-notes ; the lender
trusts the borrower to repay on the sale of the prodoce. If the market
goes against the borrower he is tempted to dishonest courses and the
Chettiar may and sometimes does lose his money. Documents relating
to the pledge of gold er jewellery are invariably taken when such
pledges are made with a view to obtaining for the lender the right to
sell the pledge on default. The document is brought under section 176
of the Contract Act by fixing a date for sedemption and by stipulating

that in default of payment on such date the pledge will be sold without
any further notice-

® See paragraphs 733 to 750,
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320. Guarantees.—Contracts of guarantee are in common use
among banks managed on western lines, but are seldom if ever employed
by other lenders in Burma. The contract is a complex and intricate
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 not demanded for the repayment of loans, but
becaunse 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 sureties to come
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
cerfain term and are called hundis; 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 generally called
oni-demands 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, an
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-
side Rangoon respectively are as follows :—

4
Rs. 2,000, s 31st Januvary 1930.

ON-DEMAND oz seeerracseressersoncersrassnssansoeejOintly and
severally promise 10 PAY 10.eececverceonsarncsnseansenss.OF OTdErF
the sum of Rupees Two Thousand only at (place) with
interest thereon from this date until payment at the rate of
Rupees 9 per cent. per annoem for value received, with
quarterly rests.

Four
annas Signature.
postage
stamp
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Rs. 100. ‘  17th August 1929,

ON-DEMAND Wl. crevasessanssnrareussnsnassaresesjOintly and
severally promise {0 PAY tO.ciseeuvssverssrensesarionssesOF Order
the sum of Rupees One hundred only at (place) with
interest thereon from this date at Re. 1 annas 8 per cent.
per month, )

One anna

postage

Signature.
stamp. )

324, On-demands are written in all languages, generally in the
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
leader. Somelimes English is used even where the parties do not
arrange the transaction in English and have only a slight acquaintance
with 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 and English, with the names, amount and other particu-
lars left to be filled in by hand, are on sale 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 Burmans are always expressed in both Burmese and English because
an English translation is required by courts in Rangoon in case 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 language is Burmese, while English,
and Tamil are largely used and Urdu, Hindi, Bengali, Chinese and a
number of others are used for a small proportion. All D. P. Notes
in the European and American banks are in English. When an on~
demand is unt 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 actis to affect any local usage relating
to any instrument in an oriental language.

325. Definition of Hundi.—The term kundi is not defined in
law and it is used 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 classes, namely promises to
pay and orders to pay. The former class are promissory-notes. The
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term hundi is sometimes used however, e.¢. 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
be defined as a document in any language signed by its maker and
containing an order.directing a certain person to pay 2 sum of money
keither (2) 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 differs
from a bill of exchange, as understood in commerce and defined in the
Negotiable Instruments Act, in that the order is not necessarily un-
conditional ; it fact a bill of exchange is really a particular kind of
hundi, namely an'unconditipnal hundi, although the Indian Stamp:
Act ipverts this relation by making the term bill of exchange include
hundis. Since an unconditional hundi in the narrower sense in which
the term hundi js used in this paragraph satisfies the definition of a
bill of exchange in the Negotiable Instruments Act, it is subject to the
provisions of that act relating to bills of exchange if it is written ,in
English. If however it is written in an orjental languase nothing in the
act affects any local usage relating to. it. (Cf. paragraph 324).
Further, unconditional hundis payable at sight are either cheques.
or drafts if the drawee is included in the term bgnker as used
in section 6 of the Negotiable Instruments Act; but the application
of the act to these also is limited by local usages as above if they
are written in an oriental language.

327. Conditional hundis are unknown in Burma. Further, if the
bilis of exchange used by Europeans and Americans and a few others
are excluded, all hundis which are in the form of orders to pay are
made payable at sight. Thus in Burma the term hundi means a docu-
ments arising amongst Indian or indigenous traders or financiers and
containing either (2) an unconditional promise by the maker to pay a
certain sum of money after a certzin period, not on-demand, or (5) an
unconditiopal order by the maker directing a certain person to pay a
certain sum of money on demand. In both classes the term " a certain:
sum of money "’ means a sum definitely stated in the document without
ambiguity or .alternatives; in both classes too the money may be
gayable 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 local usage if it is not written
in English.

328. The two classes of hundis witl Le called in this report (a)
nsance hundis and (b) demand hundis. As demand hundis are used
only for remittances, further discussion of them is postponed to the next
chapter. ‘The remainder of this chapter deals with usance hundis.



{( 151 )

329. Nomenclature of Usance Hundis.-—Usance hundis
are called by Indians mudda#i hundi or miadi hundi in the vernaculars,
and discouniing hundis or discount hundis when speaking English.
Sometimes these English 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 handie tlrem ; these few generally call them
discounting hundis, Bankers call them currency hundis or usance hundis
and it is this last name that we have adopted. All these terms however
are used only when it i necessary to distinguish from demand hundis ;
commonly the term hundi is employed alone for a usance hundi.
Chettiars in particular, having another name (undiaf}* for demand hundis,
always mean a usance hundi when they speak of 2 hundi. Originally
usance meant particular local ¢ustoms with respect to the payment of a
bill, but it is generally employed nowadays to indicate the period that
must elapse after drawing or acceptance before payment can be
claimed.

330. Origins of Usance Hundis.—1n Burma usance bundis
are drawn either (1) by one trader in favour of another or in favour of
a local inancier 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 goods ; but they do not necessarily arise out
of a definite transaction—they mray be for payments to a runming
account, and this explains the fact that they are generally, though not
always, for an exact muitiple of Rs. 100. In any case no documents are
attached to them to connect them with particalar transactions. There
are practically no usance hundis of eithér kind drawn outside Rangoon
and the other towns which have banking on western lines. Indeed,
there are few even in Maymyo and Tavoy which are amongst those
towns ; they are fonnd almost solely in Moulmein, Bassein, Akyab and
above all Ranpoon, and generally the promisor and promisee are in the
same town.

331. Language of Usance Hundis.—Usance hundis made
in favour of & bank worked on western lines are always in English, and
$0 too are most others. The remainder are in Tamil, Chinese or
Gujerati according to the parties to them. ‘Tamil is the most common
of these because of the preponderant part played by the Chettiars in
the fimance of the commtry ; but Chettiars as well as other financiers use
English wmsance hundis too. Even Tamil hundis issned by Chettiars
always have the amount shown in English figures as well as in Tamil
words and fifures.  No secret languages or seripts are nsed in Chettinr
hundlis ; we believe this is true also for all other hundis in Burma.

There are no usance hundis drawn in Burmese or any other language
indigueous to Burma.

'Seefootnnhgtoipangnphm
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332. Form of Usance Hundis.—Two sample forms of usance

hundis are shown below. The first is a genuine frade-hundi 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-daty 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 becaunse so many documents of this
kind are used byit. The payee mentioned in the document had
endorsed it to the Impérial Bank, thus providing the second signature
required by the Imperial Bank of India Act for discounting at
that Bank.

Rs. 800. Due on 23rd April 1930.

Rangoon, 30th Decernber 1929.

Hundi-stamp On the due date 23rd April 1930 we the undersig;ted
Printed on | ceeicevnansnisnnnsssoes . jointly and severally promise to pay
Hhe PAPEY [ {0 weriusnrsnernrneares «es. OF order the sum of Rupees eight
value 12 [ pundred only for the value received in goods.
anndas.

(Signature.)
- Due 11tk April 1930.
Rs. 20,000. Rangoon, 111k January 1930.

Hundi-stamp Three months after dale withont grace I promise to
printed on | pay at the Imperial Bank of India, Rangoon, {0 .cccccevvues
the paper ; | ........... Chettiar or order, for valae received the sum of
:"‘l‘s Rupees Twenty Thousand only with interest thereon {rom

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

(S:'gnature.)'




( 153.)

333, Period of Usance Huadis.—During the last four or five
vears the commonest period of usance hundis has been 120 days which
is also the longest period used : the next commonest period is 90 days,
which used to be the most common. Hundis for 60, 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 happens,
the traders ask the Chettiar to write out the hundi which he will then
be asked to discount, the Chettiar usually advises them to state the date
of payment instead of the period ; but handis with a period stated are
more common than those with the date of payment mentioned. When
a date is stated the period may be any number of days, but is usually
between 90 days and 4 months. The first example given above repre-
sents an actual hundi of this type with a period of 114 days. When a
period' is fixed in a bill relating to transactions among .Indian or
indigenous traders, it is always to be reckoned from the date of the
hundi, and is never described as so many days or months after sight ;
periods 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 no 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 three days longer than these stated
above. Hundis drawn in favour of banks, asin the second example
above, generally have days of grace explicitly ruled out.

334. Payment of 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 signed 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 stated 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 Rangoon generally make
the charge calied vallam if payment in notes instead of silver is demanded.
This charge amounts to only one and a half annas per Rs. 1,000 and is
going out of use ; it is described more fully in paragraph 547. Usance
hundis, like demand hundis, are not dravn in duplicate ; if one is lost a
fresh one is issued after the holder has given a bond of indemnity.

* Rills of exchange pavable so many days after sight are shown by the discounter

or collector to the dvawes 3o that he may note upon them the date of sceing the bill ;
then the period runs from that date.
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335. Discount of Usance Hundis.—Usance hundis are
discounted by Rangoon banks for Chettiars and other financiers known
to them and doing business in Rangoon. The rate of discount at the
bank depends upom a number of considerations. If the period of a
 hundi runs into the busy season the rate is naturally higher than it is if
it stops short of that. Ordinarily the rate charged by the banks is
about 2 to 3 per cent. above bank-rate in the busy season (January to
April), and about 1} to 2 per cent. above bank-rate at other times,
Most bills are discounted in the busy season when the bank-rate itself
is high and the addition to it is also high. As a better rate can be
obtained from the banks in Calcutta Madras and Bombay, the Marwaris
Muiltanis 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 Bank at Madras.
charges the Chettiars 1} or 2 per cent more than it charges Marwaris
for discount of exactly similar hundis. The Chettiars 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. Multanis Marwaris and Gujeratis are not
treated quite in 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 fable
of the discount rate of the Imperial Bank of India, prepared from the ~
statements given annually in reports of the 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 Le discounted with a
Multani Marwari Gujerati or Chetliar financier who may or may not
re-discount with a bank. The Imperial Bank of India 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
xate (nadappu vatti) 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 banksin the various centres are limited in number,
and each of them is limited in the amount of credit he can have ; and
there is not a free flow of money between the discounters in Calcutta
and those in Rangoon. Consequently there is no equalisation of the

* A table of Calcutta bazaar-rates for hundis iz givenin the second volume of
this report.
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discount rates in Calcutta and Rangoon. The limit up.to which any
bank will discount bills for an average large Chettair, irm is about five
or six lakhs, including in the computation all bills which bear the firm's
name either as borrower or as guarantor ; but all other clean credit
granted by the bank on the same firm’s signature, whether as principal
or as guarantor, is reckoned in addition to the discounted bills agamst
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
same lines as in Rangoon, but usually the rate of discount is one-half
per cent, higher than in Rangoon.

338. Decrease of Usance Hundis.—During the last tem
years the Chettiar business in usance hundis is said to have decreased
steadily owing to a decline in the piece-goods trade and to a growing
distrust of the merchants by the Chettiars.

339. Encouragement of Usance Hundis.—Some Mar-
waris have complained that the Imperial Bank of India discourages the
use of genuine trade-bills and encourages the use of accommodation-
bills instead by a practice of refusing to rediscount small trade-bills
even when offered in bundles ot cousiderable total value. We have
not made any enquiry into this, but we observe that small bills are
likely to emanate from small businesses, of which the Bank could not
have sutticiently close knowledye, and to be therefore unacceptable to
the Bank on their merits, as the Bank would have to rely in fact upon
the name of the first ciscounter alone, thus contravening both the
Imperial Bank Act and sound banking principles as applied to a bank
in the special position of the Impervial Bank. Another difficulty is
likely to be found in the expense of book-keeping, which for a small
bill is apt to be large in proportion to the amount of the bill and to
necessitute accordingly a high rate of discount. Moreover, the bills
which the Marwaris describe as accommodation-bills discounted by the
Bank are believed to be geouine trade-bills although not identified
with particular goods ; the parties to them are known by the Bank to be
doing the kind of trade for which the bills are drawn. Some financiers
too discount neither trade-bills nor finance-bills with the banks, but
prefer to take advances by way of overdrmaft so that they need only pay
interest upon so much credit as they need from day to day. We look
for a solution of all the difficulties of this matter to the establishment
ait over Burma of branches of a bank of issue, as set out in Chapter XIX, ..
#s means of encouraging the use of bills of exchange by providing -
facilities for re-discount even of small bills, while regulating the
volume of currency and creiiit in accordance with the volume of trade.
Discounts of small bills would still yield little or no direct profit to the

* Sox also paragraph 485
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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 hills and the application of the Negotiable Instruments Act to bills
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 value
according to the prescribed scale which comes to roughly three annas
for every 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 only eight annas per
Rs. 1,000, and is therefore between 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 1926 recommended a reduction of the duty
in India and Burma. -
~34l. To a large extent the duty is evaded in both India and Burma
by using promissory notes payable on demand, i.e., on-demandsor D. P,
Notes. Indeed, when the Government of India arranged
to 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 daty of one to four annas ®. Itis undesirable that documents
should differ so widely from the actual contracts between the parties.

342. If 2 controlled credit system is to be established the use of
usance bills of exchange (or hundis) shoald be increased and become the
ordinary mode of financing trade. It seems therefore apparent thata
rate of stamp-duty upon such bills two or three times that in force in
‘Great Britain must be a mistake. Moreover, so long as ithe duty on
usance bills is large and that on. demand bills is small, many bills will
‘be drawn. as demand bills with an understanding or oral agreement
that demand will be postponed for some period ; while this is the case
the rate of stamp-duty on usance bills must 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. 250,
“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 using 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 Controlier of the Currency to (uestion 996 before the Koyal
Lommission on Indian Curvency and Finance, 1926,
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further reduced, since an increase in the stamp-duty on demand bills
and demand’ promissory-notes would be impracticable. Item () 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 Dbills of exchange not payable on demand but payable on or before
a definite date not more than nine months after the date of drawing
the bill, while item (¢) of the same article should apply to 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 alternative 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 for Rs. 2,500 is drawn in two bills for Rs. 1,000 and Rs. 1,600
costing Rs. 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 drawn ; but, having regard
to the desirability of providing the same reduction for agricultural bills
and to the difficulty of defining agricultural bilis 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 exchange for a period exceeding nine months ; but the simpler
plan of fixing for bills of over nine months the same duty as for a bond
would be better, because this is the rate for bills of over one year while
bills for over nine months are not ordinarily drawn.

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

347. No change in the provision fixing the stamp-duty on bonds
seems to be needed in consequence of the proposed change for usance
bills up to nine months ; bills of one year or a longer period bear the
same duty as bonds but they are not drawn and there is no reason for
encouraging peopie to draw them.

348. We do not think it is necessary to suggest any source of
revenue to compensate for the proposed reduction of stamp-duty ; the
reduction will be felt for a few years, but then the resulting general
increase in business will add to the revenue derived from other sources..

349. Amendment of the Indian Stamp Act—At the
same time as the stamp duty on bills of exchange is reduced the definition
of a bill of exchange in section 2 (2) of the Indian Stamp Act, 1899,
should be amended so as to include only bills of exchange (whether in.
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English or in any other language} as defined in the Negotiable
Instruments Act. The term will then include (as it does now) all uncon-
ditional hundis of 2 type suitable for rediscounting by a central bank ;
bt the other documents now included under the term 6/l of exchange
inethe Indian Stamp Act should be given a new name for which the
rates of duty at present in ‘force for bills of exchange might be
‘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 as we shall 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 Negotiable Instruments 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 an oriental language not indigenous to
Burma.

351. The term * Hundi ".—We think further that it is desirable
to vestrict the use of the term kundi in Burma (where it is a foreign
term) s0 as to exclude all bills of exchange and promissory notes to
which the Negotiable Instruments Act -applies in {full, whethes in
English or in a langoage indigenous to Burma. A restriction of this kind
must grow by the general usage of the term ; but a start shoukl be given
it by adopting it in the Stamp Act when Burma is politically separated
from India. . B

352. Standardisation of Bill Forms.—We think considerable
-advantages counld be derived from the provision of a standard form of
bill which (for nse 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 nse of the standard form compulsory.
If the form provided is a good one it will win its way withoot compul-
sion ; if its use is voluntary its popularity will be continually a gauge of
its suitability. We think it inadvisable to attempt, to confine all the
multifarious activities of the country which use bills of exchange to one
narrow groove, and that any rule prescribing an inconvenient standard
form compulsorily will be evaded by an ostensible meodification
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 therefore be sold as well as the standard forms. We
have not drafted a form. We think that, if the principle is accepted, it
would not be difficult to frame a draft by comparison of a few forms in
.common use and to get it amended to the satisfaction qf representa-
_tives of banks and the Chettiars and several classes of the gemeral public.
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CHAPTER XIs.—REMITTANCE,

353. Payments at a Distance.—Persons who have to pay
money at a distant place, or to make money available there, frequently
travel to that place carrying the necessary cash with them, or send a
messenger to catry it for them. Notes are generally carried rather than
rupees, because they are more convenient and meet ready acceptance.
From the individual 'sender’s point of view the practice is subject to the
great disadvantage of risk ; but experience shows the risk is not very
great when care is exercised in selecting the messenger, delivery is even
more prompt than by letter, and, when considerable sums are remitted,
the cost is less than that of sending by post-office money-order,
Moreover other means of remittance are not always available. Money-
orders also are not convenient for large sums. In most places transport of
cash is decreasing relatively to the total amount of payments to be made,
but in some places it is increasing absolutely ; large sums are still carried
in certain cases as deseribed in paragraphs $2 to 96.

354. A variation of the transmission of money by a messenger is the
transmission by registered insured post. The méans in use to deliver
money 10 a person without actually transmitting money, that is to say
means of remittance in the strict sense, are (i} money-orders, {ii} remit-
tances by the aid of government balances, (iii) hondis, (iv) cheques, (v)
drafts. British postal orders are also available but in fact are ravely used
for internal remittance. We shall now deal with the various means of
remittance’in tarn, prefixing some consideration of transmission by
registered insured post. -At the end of the chapter suggestions for new
means of remittance will be considered.

355. Registered Insured Post.—The post-office does not
undertake to carry letters or other packets containing coin or currency
notes unless they are registered and insured : ¥ posted otherwise and
detected they are either returned to the sender or delivered to the
addressee, a fee of one rapee being collected in the latter case. The
charge for insurance within India (including Burma) is two annas per
Rs. 100 {or part thereof), this charge being paid in addition to a
registration fee of two annas and the ordinary postage. The maximum
amount to be insured in one packet is Rs. 3,000 subject to a Tower
maximum of Rs. €00 if posted at a branch post-office. Thus if currency
notes are used the transmission by registered post is cheaper than
remittance by money-order for Rs. 30, Rs. 35 or any larger 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 distances
carriage by a messenger may not be much more expensive ; it is alwayaa
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 sender’s point
of view the principal defect of the registered insured post is the
trouble of preparing and sealing the packet in accordance with the
post-office regulations. Sometimes there is also the trouble of getting
notes of large denominations {o make a small packet; and when that
has been done the receiver has the trouble of changing them. 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-operative credit
societies which often lack facilities for remitting momey to and from
the district co-operative 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 addition to a multiple of Rs. 25 the commission is two

. annas. Roughly speiking the commission is thus one per cent made

up to the next higher multiple of two annas. This high commission
and the trouble of filling up the forms are the principal 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 ina considerable town, by paying the cost of
telegraphing the order instead of postingit. The necessary restrictions
upon the amount of money—which may be entrusted to'a postman at
one time also make money 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 sums and many people
the payment 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 docament to his 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. In practice money-
orders are not used by traders so much as other methods which they
find cheaper. It has however been noticed, on looking through
the records in some post-offices of money-orders issued, that the
maximum sum of Rs, 600 is a fairly frequent amount ; this suggests
that money-orders are used for trade more than iz sometimes
supposed.
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357. The Postmaster General (Burma) has kindly supplied us with
statistics of money-orders issued
Money-orders in Burma. 1928, and paid in Burma in 1928, and we
give an abstract of them in the

) margin hereby, our figures repre-
Place. Issued.| Paid. . crys
o - senting millions of rupees. The
Rangoon » 29| 26

" 29 known statistically ; but it was
w—e|oee—— Felieved by a recent Postmaster-
All Rurma ... l 113 55 General (Rurma) to be about Rs. 40,
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 including all the year 1928 are available owing to
a special enquiry made by the postal department in 1929 ; they are
published in the second volume of this report where the figures for
every head post-office and each month are given in detail. The total
amount in the year 1928 exceeded 66 millions of rupees. The moenthly
amount which thus averages 5§ millions ranges from just under 5
millions to just over 6} millions. January to May appear to provide
the largest monthly totals, with a peak in March which in 1928 showed
664 millions, equal to one-tenth of the year's total. The greater
part of these remittances is made by Indians 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 remittances which are sent by telegraph; that indeed is the
usual way of sending them.

359. The difficulty of filling up the money-order forms does not arise
from 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, although that language is used all over the country and is
subject to peculiarly little local variation. Money-order forms in
Burmese have been made available ; but 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 responsible for the cost of mistakes. To avoid
running risk the postal officer either refers the applicant to a professional
writer to prepare a form in English, or he makes a new form in English
himself at the dictation of the applicanl. No remedy seems possible
excent the emplovment of more Burmauns in the post offices ; a steady
effort in this direction is being made, but there are difficulties and time
isrequired. The trouble will still remain for Indian remitters who
cannot write English, as probably none of these could write the form in

Barmese. But the larte amounts of remittances to India are provided

# Chiefly by-1 l:lhtc:nws who could not Rll the form in any langunge.

. average value per transaction is not
Rest of Burma .
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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 matier as
they 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. Itis
true that it is a flat rate and covers 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 a2 messengér is found cheaper.
‘We have no knowledge of the actual cost of working the money-order
system ; but if the average amount of a money-order is Rs. 40 there
must be a large number of money-orders of comparatively low value for
which it would not be reasonable_to ask for alower charge than the two
or four annas charged for commission now. On the whole, considering
that the money is taken to the house of the payee and his receipt
is taken back to the remitter and opportunity is given o send the payee
a short message without extra charge, the charge for remittances up to,
say, Rs. 50 is not high, and we do not wish to suggest any change.
The proper remedy for larger remittances is the provision of banks,
leaving the post-office to deal only with those transactions for which
the special features of the money-order system make it most suitable.
These will be small transactions 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 Chapter XIX.

361. The difficulty about emnirusting money to the village-
postmen would also be largely removed by development along these
lines. The Postmaster-General (Burma) has himself suggested that a
check upon the cash and the acknowledgments for money-orders paid
might be made by the headman of every village on each postman's
round ; but we do not think this is practicable. A pla:_: of crediting to
a savings-bank account at the request of either the remitter or the payee
might be tried at selected post-offices in conjunction with a power to
have amounts sent away by money-order debited to a savings-bank
account ; this would be a convenience to some rural residents, would
help to popularise 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. Even if not much used it
seems worth having.

362. A minor complaint as to the size of the acknouledgment slip
provided in the money-order form has been made. The slip at present
is4'25 inches by 3 inches, whereas the minimum size of post-card
accepted by the post-office is 475 inches by 3 inches. These small
acknowledgment-slips might be enlarged, we think to 50 inches by 3’5
inches, which is nearly the maximum and ordinary size of a post-card.
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‘The consequent addition of two inches to ihe 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 1'5 inchesby 2'5 inches to write a message to the payee, As this
extra size of coupon would often save postage for another letter 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 issued 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 625) 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 accordingly receive 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 with effect from 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. QOther branches may issue telegraphic
transfers and supply bills on currency chests 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 worked through currency chests
and treasuries are not issued by branches of the Imperial Bank outside
Rangoon upont other branches ; telegraphic transfers and drafts of the
bank itself are issued instead at the same rates as are charged in other
cases for currency telegraphic transfers.

363. Treasuries can issue telegraphic transfers and supply bills on
one another up to Rs. 20,000 and Rs. 10,000 respectively without the
previcus sanction of the Deputy Controller of the Currency

. {Accountant-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 special 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, »iz.,
two annas per Rs. 100 for amounts less than Rs. 10,000 and one anna
per Rs. 100 for sams of Rs. 10,000 and above. For telegraphic
transfers a telegram charge of Rs. 2 or Rs. 3 must be paid in addition
to the premium according as the telegram is to be ordinary or express.

367. A list of treasuries and sub-treasuries in Buarma 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 week. 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 fransfers 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
additionzal amount required, the telegraphic transfer is authorised.

368. In the case of remittances to and from sub-treasuries there is
a difficalty in the frequent absences of the sub-treasury officer from bis
headduarters ; these are generally inevitable because he has to be an
executive officer giving only part of his time to sub-treasury work. In
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 busy season by asking banks to tell him beforehand, if
possible, when they will be applying for telegraphic fransfers and by
getting programmes from sub-treasury officers at the beginning of each
month, showing their probable dales of absence during the month.
Sometimes however they are called away unexpectedly. We brought
to the Accountant-General's notice the fact that we had reason to
believe that sub-treasury officers in some phices sometimes had a
sarphus 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 four important delta
towns, and this is being tried at two, while g report s being sent twice
a week by another.

369. Hundis.—The general nature of hundis and the distinction
between usance hundis and demand hundis has. already been described
in paragraphs 325 to 328 of Chapter Xa, while the succeeding part of
that chapter deals with nsance hundis in some detail. In this chapter

* Deficit and surpius have reference to the defect or cxcess of the moncys
received for Government in comparison with the mopneys paid out fox. Govermnent.
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only demand- hundis are to-be considered. These in Burma are written
arders in any language signed by one person and addressed to another
person named in the order and directing the latter unconditionally, on
demand by a third person named in the order or a person to whom he
has by signed endorsement on the document transferred his right to
the payment, to pay the demander a sum of money definitely stated in
the order. The Cheltiars call these documents undial, * or sometimes
(when speaking English) remiltance hundis. Bankers call them either
demand hundis or sight hundis. The stamp-duty on demand hundis was
abolished by the Indian Finance Act, 1927,

370. Origins of Demand Hundis.—Demand hundis are
generally drawn by one financier upon another for remittance purposes.
But large Chinese traders in distributing centres also draw hundis upon
their correspondents in Rangoon and discount them with local
Chetliars who send them to Rangoon for ¢ollection by another Chettiar
there. Similarly upcountry agents of large Rangoon traders draw
hundis upon their Rangoon offices and sell thém to local financiers or
banks to keep themselves in funds.

371. Language of Demand Hundis.—Demand hundis are
gtenerally in the lanjuage of the financiers or bank upon whom they are
drawn } almost invariably the language of the drawer is the same.
Tamil iy the commonest language for demand hundis, owing ta the large
‘proportion of remittances which are arranged by Chettiars. But
English is also used extensively and Gujerati to some extent. Tamil
demand hundis have English figures for the amount in the top right-
hand corner in the same way as Tamibusance hundis have. No secret
language or script is used., '

372. Form of Demand Hundjs.—A translation of a common
form of Tamil demand hundi drawn by a Chettiar is shown below with
italics to distinguish words which are given in English even in the
Tamil form. This particular form was printed with blanks to be filled in
by hand. The name of the drawer and the place of drawing were printed

YWATHIT Slorp to Stva YWATHIT.
The Blessing of the God
No. 205 Sandj Virappa. Rs. 600.

MS.KM. MSKM.
1930, January the 4th.
Sukla, Maryali the 21st.
Pay Ko Taw ar bearer on demand the sum of Rs. 600 {Rupees six
hundred only) and debit the same to our account.
Pavment to be made by
P. L. M. Raman Chettiar {Signature)
Rangoon, Agent of MSK.M.

* Pronounced in three svilables sa-des-al ; 8 a8 in English ped or in hewdi which
is also pronounced by Chettiars without the initial aspirate so thal it forms the hrst
two svllables of undial.
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both in English 2and in Tamil ; the amount was giver 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 number for the issuer’s office-record
is given in this particular document in English only. There is usually 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 this sample. Sukla and Margali are names of the Tamil year and
month respectively.

373. Advice for Demand Hundis.—A Cheitiar or other
financier, on‘issuing a demand hundi, sends advice by post or telegraph to
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 the 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 drawn 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 Chettiar cheques (see paragraph 492),
If the drawer is asked to arrange for immediate payment he writes at

. the foot of the hundi, when issuing it, words meaning af sight 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 hundis. Those which, not being so marked, are paid
on the next day are called kanda maru nal hundis. About five per cent
of demand bundis are darshani and all the rest are kanda maru nal,

375. Charge for Demand Hundis.—Chettiars commonly
charge no commission for issuing ‘a hundi to a regular customer who
takes advances or makes deposits with them. In other cases their usual
commission for kanda maru 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 fromt unp-country places in Lower
Burma to places in Upper Burma. At Yenangyaung Chinese kanda
maru nal hundis pavable in Rangoon are discounted at 3 to 5 annas per
Rs. 100 ; this charge covers interest for one week estimated to be
required for the journey and collection. The charges are calculated
similarly in other places. The commission may however be as low as
1 anna or 1} annas at Mandalay or one of the large ports. For darshani
hundis the commission is half an anna per Rs. 100 above that for kanda
maru nal, 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 promissory 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 small class of demand hundis which though
worded as kandda maru nal are not’intended to be paid immediately.
These are hundis used by Chettiars in Chettinad® to draw money from
Burma. In such a case they draw a demand hundiupon 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 drawee in Rangoon time
to make arrangements for payment on demand. A commission of one
to three annas per centis 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
Chettidr outside Rangoon has a Chettiar correspondeat 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
nover occurs at all if the outside place is one of the larger centres. At
Mandalay and in the ports Marwaris Multanis and Guieratis also traffic
in hundis. For remittances between two places in Burma outside
Mandalay and the ports there is sometimes a difficulty becauss local
Chettiars may not have a correspondent at the place where payment is
to be made ; but this is a rare 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 regular procedure for dealing with the difficulty if
it occurs. The hundi is drawn as required upon some Chettiar at the
nearest market-centre to the place where payment is to be made, and
advice is sent to him as usual. With the advice is sent a hundi drawn
upon & Rangoon Chettiar, so that the drawee is re-imbursed the money
paid {or the remittance. The drawee receives a small commission of
one-half unna per Rs. 100 for transacting this business.

378. For the issue or discount of hundis payable in India it is
generally necessary to have recourse to a financier in Rangoon. In some
other towns there are Chettiars who issue or discount hundis on or from
Madras, while in Mandalay and the ports there are Marwaris Muitanis
and Gujeratis who traftic in hundis on or from Calcuita, Bombay and
othier large centres in India. Chettiars also have connections with Ceylon,
the Federated Malay States, the Straits Settlements and Cochin-China

* Cheliwad is a name for the area. partly in Madras Presidency and partly in the

Pudukottai - State, which is the home of the Nattukkoltai Chettiars. See
paragraph 435.

- -
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ard can deal with hundis accordingly, though practically always
through a Rangoon Cheitiar and a Chettiar at the capilal 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. from other parts of the
sountry is steadily increasing, especially for goods bought in Rangoon
and Mandalay. They replace now a considerable part of the currency
notes which used to be carried by ftrain 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 aused 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 upcountry stations who
have carrent accounts in Rangoon often have theirsalaries drawn in
Rangoon and credited to those accounts; at their stations they get
ready money by cashing cheques with local grocers, petrol agents 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
Imperizl Bank of India, exchange banks and other banks upon places
where they have branches or bhave other banks as correspond-
ents. Every branch of the Imperial Bank issues drafts or telegraphic
transfers for any amount payable at any other branch, the charges being
the same as for supply bills and currency telegraphic transfers in other
places. Dawsons Bank also does a considerable business of this kind
throngh its offices at Rangoon and at eight places in the delta, charging
a commission _of two annas per Rs. 100 for drafts and telegrap!:ic
transfers, and four annas per Rs. {00 where payment is made against
delivery of documents. In the first three months of 1930, when the
paddy-crop was being marketed, the branches of Dawsons Bank outside
Rangoon cashed telegraphic transfers totalling nearly three million
rupees. The Pegu Central Co-operative Bank issues in Pegn drafts
upon Rangoon, charging a commission of two annas per Rs. 100 ;
some other co-operative banks do the same on a smaller scale.

382. New Methods of Remittance.—New methods suygest-
ed for remittance include postal-orders, postal cheque accounts, giro
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 India because British postal-orders can be
‘bought at any post office by giving notice, and many post-offices keep
them in stock, while any post-office will cash them. - The disadvantage
isa 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
redemption. Thus seven annas loss must be added to the commission
of two annas to measure the cost as well s the postage for transmission,
making a total of ten annas as compared with four annas for a money-
order. But a remittance by postal-order has an advantage over
remittance of notes by insured post because the sender is not restricted
to multiples of five rupees, need not seal the letter so carefully, and can
post the letter at any time without insurance or registration.

384, We recommend that Indian (or Burman®) postal-orders shouid
‘be issued in values advancing Ly eight annas from one to twenty rupees,
the commission being at a flat rate of one anna per order. We think
that their use would grow after a time and that they would help in
educating the country towards the nse of cheques. At the same time
they would furnish an alternative to the money-order with its high
<ommission, and would help in meeting the difficulties of entrusting cash
to the postmen and of writing out money-orders in various languages.
“The facilities accorded in Great Britain of making up intermediate
walues with postage-stamps and of collecting through banks should be
provided,

385. 1t would probably be desirable to continue sellmg and cashing
British postal-orders in India and Burma. These bear the same relation
1o foreign money-orders within the British Empire as the proposed
Indian postal-orders would bear to inland money-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 of definite cost in rupees and of indefinite value to the pavee.

386. Postal-cheque Accounts.—We have considered the
advisability of introducing the system of postal-cheque accounts used in
France and some other countries. According to this plan a money-
order can be made payable to the payee’s account at a post-office ;
then the payment is made by credit to the account, so that the trouble
and risk of sending the money to his residence is saved. Because of
this saving of trouble lo\\ rates of commission are charged. Ve think
the postal-order system will meet the case for ordinary private persons

* In case Burma is separated politically from India
»
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making occasional remittances, and that the special arrangements made
at present for shops which send out 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 also
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 money-order work. 'We think accordingly that there is no need
te contemplate the introduction of a postal-cheque system.,

387. Giro Accounts.—The German and some other post-offices
have a giro system which was copied from 2 similar system worked by
the German Reichsbank with its 500 branches and is very popular.
Under this system persons who keep a balance on deposit at any office
can have any amount of that balance transferred to the account of 2
person having a similar account at any office. The greater part of the
government offices, the large banks, the Rothschilds and a large number
of people doing business on a big scale had giro accounts with the
Reichsbank in 1913 ; the post-office system was intended to provide
the same facilities for people doing business in a2 small way. Arrange-
ments existed before 1914 for transfers through the German post-office
to persons in other countries, e.g. through the Swiss Postal-Cheque
Office, the Austro-Hungarian Savings Banks, and the National Bank of
Belgium ; and probably these arrangements have been restored. Itis
to be observed however - that the system flourished in the Reichsbank
because there was no cheque system in Germany ; in recent years the
large banks have aimed at developing the cheque system, and chedques
are now tending to displace the giro system for transfers throngh
banks.

388. We asked the Postmaster-General ( Bprma) for his opinion
upon the usefulness of introducing the giro system into Burma; he saw
no difficulty except the loss of the income of the post-office if the
commission were less than 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 credit-balances maintained by
persons having accounts, and these would render a profit to Govern-
ment by receiving no interest. But we read the history of the giro
system in Germany as showing that it is an inferior substitute for a
cheque system: and we think it would be better to aim at a cheque
system at once. We also think it would be better for such

13
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work to be conducted by a regular banking agency, and that gire
accounts in the post-office might, if successful, help to delay the
inauguration of such an agency. Further the institution of postal-orders
and our other suggestions will be enough to occupy the postal-officials
for some time. Accordingly 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 {o the feasibility and advisability of
issuing letters of credit through the post-office; he was not prepared to

, say it was advisable, but he thought it feasible. Most witnesses favoured
the issue, but some opposed it on the ground that the postal staff is not
vet 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 Saturday, at
any post-office doing 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 already being sold bythe
post-office at one rupee each. Whenever a bank is establislied with
approved management at any place arrangements should be made to
pass this work over to the bank.

390. Importance of Remittance Facilities.—Facilities for
cheap and speedy remittance of money are of great importance in every
country, but they are of special importance in a country of wide extent.
As we have already suggested earlier in this chapter the main solutior
of the problem is to be found in a system of banks, and we shall make
proposals on this basis in Chapter XIX.
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CHAPTER XI1.—Co0-0PERATIVE CREDIT.

391. The Present Conditions.—The co-operative credit
system jn Burma works under the Burma Co-operative Societies Act,
1927, and was the subject of an enquiry made in 1928-29 by a committee
under Mr, H. Calvert, C.1LE., I.C.S., who was for many years Registrar
of 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, Madras 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, 1.C.S., U Hla Bu and U E Pe ; the two last were
chairmen 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 vears, has not been put into liquidation ;
but its business as an apex bank was ordered to be gradually wound up.
No more loans are being issued by it, and its staff has aiready been
reduced to a small part of its former size. Government has undertaken
to contribute 'sufficient to repay all its depositors in full ; and the cost
of this is estimated at 35 lakhs of rupees. Under these circumstances
a detailed account 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 unsettlement. 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 fufure.

392. The causes of the crisis were set out in the Calvert Committee's
report. 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 ; ¢.g. a failure to train a
sufficient staff sufficiently, and general delay in the liquidation of bad
societies. But the immediate causes appear to us fo have been
(i) 2 neglect of fundamentxl 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
only as the character and capacity of the borrowers and their mutnal
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contact and influence with and over one another justify, (iii) an insuffi-
cient connection with the commmercial banking system of the country,
and (iv} an excessive tenderness in dealing with membars and societies
that did not repay their loans. Co-operative credit works like all other
credit upon the basis that gznerally loans are used productively and the
income obtained by using them is applied to repay them. The only
magic about it is in the mental effects upon borrowers of no consider-
able credit individoally, who are able by association and mutual support
to inspiré confidence in lenders and consequently to obtain enlarged
credit. They can only inspire that confidence by holding fast to the
basis of sound business methods. Other important defects of the-
societies were the practice of locking up capital in long-term loans and
the failure to collect. iocal deposits ; but on the both these heads special
difficulties must be admitted.

393. Restriction of Loans.—There was division of opinion in
the Calvert Committee as to the objects and periods for which loans.
should be granted by primary agricultural credit societies. Messrs.
Stocker and Reynolds, dissenting from the opinion of the majority of
the committee, advocated the restriction of co-operative credit to crop--
loans® issued in imstalments as the money was actually required. They
thought that in the end this system would result in greater benefit to
the country, and in particalar 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 shonld be restricted
to crop-loans; it has directed however that crop-loans should be
regarded as the principal business of the primary agricultoral societies,
and that, while loans for two or three vears should continue to be-
provided, great care should be exercised in the grant of these loans.

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 adequately controlled. Loans to
provide ordinary food and clothing for the cultivator are as legitimate as
loans to buy seed ; and loans to carry out a funeral in a reasonable way
may be so tao. But whatever the specific purpose of the loan it should
be stated by the applicant, and the amount asked for it shouid be
considered by the committee and restricted to immediate requirements.
for proper purposes. No loan to be used by instalments through the
season should be given all at onge. A general description of the
purpose, such as, " cultivation’ or “ food ™ should never be tolerated.
The applicant should show, for instance, how many transplanters are to-
be paid and fed ; and the committee of the society should compare the
statement in the light of its local knowledge with the area of land
concerned. The applicant’s own resources should be known to the

* Sce paragraph 97 and especially its last sentence} for our interpretatiun of this.
term ; also paragraph 122
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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 promptly and vigorously recovered.

395, It is an 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 villages 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 scattered,
either always or during the cultivation season, that 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 matters. While
this small membership limits the demands upon the committee’s
attention for supervision of the loans, it also restricts the averaging of
risks and the supply of suitable members of the committee. But these
drawbacks must be accepled. ‘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 that small area in such a way that 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 ther same time the number of societies must be kept down fo 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 there
.are more societies working than the opposite policy could yield.

396. We snpport also the unanimous recommendations of the
Calvert Committee that repayment of loans at due date should be strictly
enforced, and that extensions of time should be permitted oiily in cases
-of real necessity. 'We think a little hardship arising out of repayment
should not be a sufficient ground for exiension ; but we appreciate the
-difficulty of inculcating this doctrine. If necessary an example should
be made of a few defaulters by getting an order for payment either.
from a Civil Court or from arbitrators®. We further support the
Calvert Committee’s recommendation that a separate account of loans
for which the time of repayment has been postponed should be kept.

"7 #1;4 Burma the vicw has been taken until recently that the compulsory arbitration
section of the Act did not apply to cases of default by members of a socicly except
to determine the amount in defaplt. Whether this was right or wrong, Burma has
now fallen into line with other provinces hy recognizing arbitration as a means 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 contribute 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 without
borrowing,

398. If all this could be achleved 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 somn® 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
socielies in which the members mostly employ three or four yoke of
cattle such loans should be forbidden. The reason for the distinction
is that in the latter case the purchase of a2 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 for unduly long periods and of
slackness in repayment. Having regard to the risk that other loans
{i.e. not for buying cattle) not completely repayabie at the first harvest
will be abused, we consider that they should be prohibitedy 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 cattle or not, it should restric? 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 extravagantly.

399. It will naturally be understood that the foregoing relates to the
purchase of cattle by agriculturists for use in cultivating their land. The
purchase and breeding of cattle as caltle-dealers is on an entirely
different footing.

*
100. Co-operative Self-Government.—Behind the contro-
versy about restriction to crops-loans there is 2 more general and even_
more difficult question of the control to be exercised by the Registrar
and his officers. One could for instance conceive an organization in which
Government officers took an active part in the administration of societies,
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and in particular visited borrowers at 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-operation ; 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 sccieties ; 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
control cannot- succeed. The fundamental policy must be that of
teaching societies how best {0 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 rules 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., Ewven
if default of one member makes the situation difficult for a society, the
central bank should ordinarily insict upon receiving its repayments.

402. We understand from U Ba Maung® that there is a growing
feeling amongst co-opsrators that Government should either cease to
exercise conirol over societies, and should limit the Registrar's functions
to registration and seeing that the Act is complied with, or should in
some way undertake much more close and detailed control than now.
They think the methods hitherto pursued and all methods of partial
control are bound to be unsatisfactery. We are agreed that, without

" going so far as the former alternative in one sudden step, the Govern-
ment should leanto that side and aim at reaching that position as soon
as possible. We doubt, however, whether co-operators as a body will
be willing to accept all the implications of this, leaving Government to
pay only the cost of registration and of educational work amongst the
societies 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 give this suggestion the consideration it
Hdeserves. In its resolution on the Calvert Committee’s report the
Government of Burma undertook to have it examined.

* A member of the committee.
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404. Rates of Interest upon Advances.—Practically all
co-operative credit societies charge interest upon advances to members
at 15 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 has been described by the Registrar as an extravagant estimate.
Amongst the four districts which are believed to have the highest
amounts one had at the beginning of 1929 a total of Rs. 2,765 while the
other three made up only Rs. 891 between them. Similarly for
deposits by non-members the total does not exceed fhfty 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 are 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 confidence are unsuccessful in collecting deposits. People
are not willing to deposit on so low a rate of interest as 12 per cent
per annum, which is the rate prescribed in the byelaws of most
societies for fixed deposits, when a so much-larger profit can be made
by lending to neighbours  On the other hand societies are not willing
to accept deposits at so high a rate as 12 per cent while they can
borrow from a central bank at 10 per cent, and naturally therefore are
not prepared to offer rates competing with those the depositors can
obtain by moneyiending. Some depositors are willing however to lend
at the rates offered because they are velieved of the bother {hat
moneylending involves.  Accordingly, as the criticisms of depositors
conduce to better working of societies, an effort should be made to
increase hoth the deposits received from non-members and those
received from members, but especially the latter. Another difficulty in
many societies has been a kack 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 savings. Some
urban societies have collected deposits successfully by sending a collector
round the bazaar to receive the deposits ; they thus collect small sums
which though substantial in their total are individually too small for
depositors 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 banks (including central banks and urban
banks but not primary agricultural societies) towards the end of 1929,

12
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His figures were as follows, the numbets representing thousands of
rupees :—

Fixed. Current Savings Total.

Class of Depositor. accounts, Bank.

1. Burmans and Karens ... e 1916 161 484 2366

2, Europeans and {(a} Domiciled ... 636 3 21 651

Anglo-Indians | ) Others .. 252 : 1 253
3. Indians e s 213 16 68 298
4. Chinese ... 30 1 8 40
5. All others ... .. 204 7 211

Grand Tatal . 3273 183 594 4050

A considerable proportion of these deposits consists of funds collected
for various social purposes; e.g. scholarship funds esiablished as
memorials of distinguished men, reserves of clubs and societies.

407, Current. Accounts.—Some of the district central banks
receive deposits on current account, and they have thus done useful
work in {eaching the local public the use of cheques and banking
practice generally. The four Burman members of the committee,
constituting a2 majority * think that although safeguards . are necessary,
especially while'the number of accounts is too small to give a fairly
steady average of fotal deposits, the banks should continue to receive
such deposiis provided that they have easy access 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 credit and currency.

. These liquid resources should be dehnitely assured, not liable to be cut
off at a time of monetary stringency, and (as recommended by the
Mactagan Committee on Co-operation in Indiar they should equal the
whole amount of the current account deposits. ‘The banks should also
protect themselves against large demands for cash by fixing a reasonable
maximum for the amount to be drawn without giving one or more
day’s notice.

408. The four Burman members. of the committee are also of
opinion that in the collection of deposits co-operative banks will be able
to couipete successfully with commercial banks in the samne 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 give co-operative banks their deposits because

# Only six member of the committee took part in preparing this chapler.
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they wish to help the co-operative movement. Only two co-operative
central banks {Pcgu and Prome) have current accounts yet; in both
cases the managers have shown themselves competent to deal with such
business. 5o long therefore as the banks are able to make arrange-
meants for liquid resource these members think they should be free to
accept current accounts without restrictions. Two other members
could not attend for the discussion of this question and the remaining
two touvk an opposite view.

Mingrily View.—Mr. Dawson and the Chairman disagree with the
Burmesz members in this matter, although they do not attach less
importance to the provision of banking facilities in as many places in the
country as possible, and to the education of the people in banking.
These memb rs admit that nothing very serious can happen so long as
the current 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 grows it is
likely to be dangerous because the keeping of current accounts presup-
poses a thorough knowledge of the law and practice of banking in relation
to cheyues and other matiers. If central banks with current accounis
increase in number they cannot expect to continue getting managers who
have this knowledge in addition to the large amount of knowledge they
need to have for conducting their own special business. Again, unless
the maximum to be drawn without 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 unosual demand showld be made
just before that bank’s closing time, Further, while the special
features in the constitution of co-operative banks are helpful in
facilitating the dispensing of loans and enhance the safety of loans by
the facilities they yive in the collection of dues, these banks must tind it
especially dificult to manage current accouats, because, with agricul-
tural loans forming the main part of their advances, they are more
directly and more seriously affected by the climatic vicissitucdes of agri-
culture and have less elasticity than commercial banks. A further
consideration is that if, as both the Maclagan All-India Committee on
Co-operation and the Calvest Committee on Co-cperation in Burma
recommended, liquid resource equal to the totai amount of deposits is
maintained, there can be little or no profit 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

‘regard by some for the co-operative banks, to attract deposits more
strongly ; if this is s0, it would be better for co-operative banks to oon-
centrate apon other sources of money in which there is less risk of the
supply dwindling away. )

All these considerations together show that co-operative banks,
instead of themselves taking deposits on current account, would be better
advised to manage their business so as to enhance their credit with
commercial banks which ocouid discount their bills and to some extent
averaye the ups and downs of agricultural business with those of a wider
business  Meanwhile the co-operutive banks should increase their
collections of savings deposits and bxed deposits. The present rates of
iaterest for such deposits are bigh, and in spite of the increased diffculty
in attracting deposits an endeavour should be made to reduce those
rates gradually. Savings-bank accouats with a low limit to the amount
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that may be withdrawn at very short notice would satisfy a good part of
the public need of some place of safe custody for moneys not required for
immediate use, and would not 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 perforin.
Accordingly the two members whose views are expressed here, 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, must
forbid the use 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 (“ 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 the
Imperial Bank of India the same privilege is given by that bank. We
have no recommendations 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 commission on remittances by post-office
money-order is 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 commitiee has suggested that encouragement of
remittance by post-office money-order would 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. Necessarily the
saciety must then disburse the whole year’s loans at once. The plan
1ecommended above 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 redaced to one-quarter of the
present rates, subject to fractions of an anna being reckoned as whole
anuas,

412. Exemptions from- Stamp-duty and Registration
Fees.—Government has remitted the stamp-duty upon (a) all docu-
ments executed by a co-operative socisty, and (b) all documents relating
to the bhusiness of a co-operative society and executed by an officer or
member of that society. Government has also remitted all fees payable
under the Registration of Da2ds Act by or on bzhalf of a co-operative
society or in respect of any document relating to the business of a
co-operative society and executed by any officer or mémber of that
society.

413. We do not wish to suggest any modification of these concessions
except to add an exemption from stamp-duty of arbitrators’ awards when
either party to the arbitration is a co-operative 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 a2 small difficulty niet by societies in
recovering loans from their members

+14. Co-operative Societies and Income-tax.—At
present co-operative societies are exempt from income-tax in respect of
their prolits, 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
proviucial banking enquiry committees were asked to study the question
of exemptions from income-tax in relation to co-operative societies,* and
we included questions about this subject in our guestionnaire accordingly.
Practically all co-operators and some others ask for the present exemp-
tions ta be retained and for a further exemption to be given in respect
of interest 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
those issued by Government 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.

Minority View —Mr. Dawson and the Chairman are onable to support

the proposals of the Burman meinbers. They have been guided largely
by & study of the majority report and the several minority reports of the

* Ser paragraph 9.
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Royal Commission on Income-tax which studied the same question i
England in 1920. They have considered aiso the changes in th
constitution of the body of individuals who, either as members of a saciety
itself or as members of societies which are such members, enjoy the
profit made. These individuals die or otherwise depart without taking
away what they have contributed to the society’s reserves: new
individuals come in and get the beuefit of those reserves in a reductior
of the net cost of services goods or loans obtained from the society
They think the adoption of the following principles would cause little
difference in the assessments now-made, but would relieve the whole
co-operative system of risk of the hostility which special privileges are
liable to excite. Accordingly they recommend as follows :—

(a) a co-operative society should be treated exactly as a company
in assessment to income-tax, dividends upon purchases or
upon interest paid being reckoned as discounts (and there-
fore as expenses of the business) whether paid to members
or to non-members ;

(8) individual members of societies should be taxed upon their
incomes, including interest on shares in a societv, in exactly
the same way as other persons;

{¢) dividend upon purchases or upon interest paid is not income
for the purchaser or borrower, whether he is an individual
or a society ; but when the price or interest on which the
dividend is paid is charged as an expense in estimating
assessable 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 to 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-
ment of any of its funds are irrelevant in determining the
assessment to income-tax ;

{f} interest upon debentures issued by co-operative societies
(including co-operative land-mortgage banks) should not be
exempt from income-tax ; but, in case Burma is not separated
politically from India, an equitable arrangement should be

“made for the refund to the Government of Burma of an
amount approximately equal to any meneys received by the
Government of India as income-tax upon any ioterest paid
by the Government of Bwrma under a guarantee of such
debentures, v

415. Debentures as Trustee Securities.—Our divergent
views on the inclusion of debentures of co-operative land-mortgage
banks in the list of securities in which trust-moneys may be invested
have already been stated in paragraph 204. For other co-operative
societies we are agreed that such inclusion is not desirable ; we would
rather not encourage the use of debentures by other types of societies,
but weuld expect them te cellect short-term money without eompeting
with the land-mortgage banks as they would if they issued debentures.
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416. Post-office Savings-bank and Co-operative
Societies,—~We are unable to support the proposal made in some
quarters that the interest on deposits by co-operative societies with
post-office savings-banks should be one per cent higher than the usual
rate granted by those banks to the public. Neither do we recémmend 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
of capital 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 savings-bank serves a purpose in
standing 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 Lhink 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 current accounts at all. We are agreed that no
interest should be paid on such current accounts. Fixed deposits and
savings-bank deposits are on a different footing ; we agree that such
deposits with co-operative banks should be permitted provided that
either the bank has been approved by Government after suitable
examination or the bank gives as security government paper which at
market-value allows a margin of five per cent. In the latter case the
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-term deposits and savings-bank deposits, the rate should be
nominal, say one to two per cent per annum. Provident funds and
the like are in the nature of trust funds, but have the advantage for
the bank that net withdrawals can be accurately estimated in advance ;
for these the bank should give government 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 competition
by the co-operative banks in Burma. So far as advances are concerned
it is recogmized that the co-operative banks occupy a special field and
that no question of competition arises. There was however a feeling
amongst managers of joint-stock banks that the Burma Provincial
Co-operative Bank competed with them unfairly and improperly in the
callection of depaosits ; they said that, aithough Government had given
no explicit guarantee for deposits in that bank and had even denied its
responsibility for them, the public made the daposits with the belied
that Government had incurred for them a maral responsibility which it
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* would not shirk, and that accordingly the bank, by paying higher rates
of interest than it would have paid with an explicit guarantee by
Government, prejudiced the other banks inthe 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 of competition about the
rates of interest offered by other co-operative banks, although they
are generally even higher.

419. Connection with the Money-market.—Some of the
central banks made arrangements for advances for use as crop-loans
and as liquid resource with the Imperial Baok of India even five or six
years before the Burma Provincial Co-operative Bank ceased to
function as the apex bank. Advances have been made as overdrafts on
the security of Government paper at bank-rate and on the security of
promissory notes of the banks supported by promissory notes of societies
made in favour of the banks and endorsed to the Imperial Bank. TIn
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 since the Burma: Provincial
Co-operative Bank ceased to function as apex bank, but the total of
advances is still 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 banks or the central bank and.
the need to maintain the supply of working capital permit. 1f a larger
amount of working capital can be obtained from. the general banking
system it will not be necessary to collect so much by deposits ; thus the
rates of interest offered for deposits can be reduced. As much as
possible of the benefit of the reduced rates should be passed on to the
primary societies. 'With laxity in recovery of loans a low rate of interest
in societies would be dangerous now, because borrowers would leave
loans that bear low interest till last when repaying. But with traditions
of rigorous collection being built up the case will be difierent. Then
low interest on loans will stimulate loyalty to the society, 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 commmercial banking
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gystem and the central credit controlling agency (whatever. form that
may take) would be of the utmost value in maintaining proper standaxds
of credit-worthiness as well' as in providing a supply of capifal at a
reasonable cost, and in balancing the distribution of the available
capital between the respechive demands of agriculture industry and
trade. In Chapter XI1X we shall make proposals for the opening of
banks which will be able to assist in financing co-operative socicties
through the local co-operative banks with these objects in view.

421. Co-operation and State-aid.—We have already touched
upon this matter in dealing with co-operative self-government in
pavagraph 400, As a special measure at the present juncture Govern-
ment is making advances to sound co-operative societies which
used to rely upon the Burma Provincial Co-operative Bauk for funds to
enable them to grant loans to their members. We approve this; but
we refect the view, advocated for many years by many co-operators in
Burma, that 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. The four Burman members think however that the temporary
assistance should be carried some way, and should be developed until
the co-operative system recovers its strength and develops a vigorous
life.

Mfinority liew.—Mr. Dawson and the Chairman would be more
restrictive, and while approving the help given at the moment would
like to see it gradually reduced year by year subject to fluctuations
corresponding 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 the United
“Provinces, Madras and Burma in 1926, 1928 and 1929 respectively, we
sugyest consideration whether a committee of the character of the
Maclytan Committee, which reported in 1915, should not now make an
examination of co-operation in all India,
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CHAPTER XIiIia.—INDIGENOUS BaANKING.

424, Indigenous Banking is Indian Banking.—Generally
in Burma the term indigenous is applied only tc what is native to
Burma and excludes all importations from the rest of India into Burma ;
if that meaning of fndigenons 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 Burmu 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 3 contribution” from one province to a comprehensive
survey of all India, the term indigenous finance 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
indigenous financiers in Burma who belongs to any race indigenous to
Burma performs any of a banker’s functions except the lending of money.
Neither do the Chinese or any otheg non-Indian race apart from the
twp 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, hLluitanis and Gujeratis ; other Indian financiers are pure
monevlenders 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
Marwaris and 'some of the Guijeratis are Jains by religion ; there are five
Jain§ of each of these classes'in Kangoon. There seem to be ne
Mussalman bankers as distinct from moneylenders. .

426. There is a money-market in Mogul Street, Rangoon ; and this is
linked up with Calcutta, 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 indigenous
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, Multanis and
Gujeratis are few in comparison with Chettiars 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 even there
all three kinds taken together cannot be compared with the Chettiars in

/ importance, although they include a few large bankers amongst 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
fellows in India ; they have nothing to do with agriculture or.rura] life,
and resemble therefore more particularly their fellows in large. Indian

ports. .

428. The Marwaris.—The Marwaris belong to a region called
Marwar which includes the states of Jodhpur, Jaipur and Bikanir in
Rajputana. They do business chiefly there and in Bombay and Bengal ;
their most important centre is Calcutta where they are the principal
class of Indian financiers. In Rangoon there is a Marwari Association
with about 400 members ; but only six of these are bankers. Indeed
even the Marwari bankers do not style themselwes-as such, but call
themselves general merchants. The reason for this is probably that
‘they have developed out of merchants who added moneylending to
their activities ; but those in Rangoon say now that there is an advantage
in using a humble description. As a guess we suggest they think the
description of “ banker ™ would impress the Income-tax Department too
much, Their chief business is the discounting of bills for traders and
bazaar-sellers in Rangoon, chiefly Dbills for piece-goods imported
from Bombay or Lancashire. They say that 95 per cent. of
their bills relate to piece-goods. As they have nothing to do with
accommodation-bills, one finds, in turning over a Marwari's portfolio,
bills for all sorts of sums with odd rupees annas and pies and not merely
bills for even hundreds as is the case in a Chettiar’s portfolio. The bills
of the Marwaris are mostly drawn in English, but some bills for the
Bombay trade are in Marwari. In Rangoon the Marwaris discount chiefly
with the National City Bank of New York and the Central Bank of India. -

429. There are also either twoor three Marwari bankers in
Moulmein, two in Prome and about five in Akyab. About 75 per cent
of the indigenous financing of wholesale trade and 40 per cent of that
of retail trade in Akyab is said to be done by Marwaris, the remainder
in each case Leing shared equally by Chettiars and Bengalis. In
Moulmein the principal Marwari business is the financing of the
export of timber and rice.

430. The Multanis.-—The Multanis are believed to be limited
in Burma to five in Rangoon, but their business is fairly large. The
Multanis belong to Shikarpur in Sind, and have no relation to Multan.
which is in the Punjab, although they have acquired the name of
Multani.,* Formerly the Multanis did most of their business in
connection with the trade between India and the countries to the north<
west | they then had offices in Baluchistan, Afghanistan, Bokhara,
Samarcand and other places in that region. But the development  of
railways shifted the trading gentres and made the Multanis move their
principal business offices. Their head affices are still in Shikarpur

Bm:n'l.‘.here is controversy in lodia as to how this came about, but it does not interest
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although their business with other classes is chiefly in Bombay.* Even
up to 1914 however there were Multani offices in Kandahar, Kabub
Bokhara and Bunderabas ; but in the next few years they withdrew
entively from ‘this foreign business. It is said that there are only about
a hundred ‘Multani banking firms in all India, and that their
total owned. capital is about 35 million rupees; but we hgve no
authoritativé ‘information about this. .In Burma they are confined
to Rangdon. They buy gold and silver, but not for speculation : they
buy in ome place when they can sell in another at a profit, in
general they eschew trading and confine themselves to banking. They
only take deposits rarely, and do not take them at all from persons who
are not well known fothem. Formerly they did much remittance work
in India ; but they have lost this through the development of cheap
remittances by telegraphic transfers and supply bills through treasuries
and the Imperial Bank. They now get their profit partly by short-term
advances on hundis, but chiefly by discounting bills which they then
rediscount with the banks (chiefly at Bombay) or sell at Shikarpur. It
is said that they have at any one time about 50 million rupees of gurrent
bills and that four-fifths of these are rediscounted at the banks. Hundlis
not so rediscounted are held or sold at Shikarpur which is the sole
exchange for Multani hundis ; at Shikatpur hundis in all languages and
payable at all places are regularly bought and sold. Maltanis have
- particularly high standards of integrity and reliability and have built up
a reputation which gives them particularly good credit at banks. They
give particular attention tQ business of an arbitrage character and
transfer hundis freely from one place to another to get advantage in
-discount rates. As a particular example hundis discounted 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 India that is a vague term 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 Multanis they generally send their bills to India
for reciscount ; they choose Calcutta or Bombay according to the
telative rates of discount in those two centres at the time.

432. Conclusion.—Some mention of non-Chettiar bankers in
Burma has been made also ia Chapters VIII and XIa ; for further infor-
mation about them the reader is referred to the reports of the bank-
ing committees of other provinces.

* The Multanis are said to be spreading now in the Madras Presidency too.
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CHAPTER XIIIB.—THe CHETTIARS IN BURMA.

433, Introductory.—In Burma the term Chetiiar.is inwvariably
used without any qualification to mean a Nattukkottai -Chettiar; we
shall follow that custom in this report. Moneylending Chettiars of
other kinds are known in Madras and some are found in Burma ; but
they are of such negligible importance as financiers there that few
people in Burma are aware that other Chettiars besides the Nattukkottai
Chettiars exist.* Formerly the term Chefty (plural Chetties) was generally
used in Burma ; but during the last ten years the term. Chettiar * (plural
Cheitiars) has come into general use when English ig spoken and is the
description used by the Chettiars themselves when speaking English.
At the end of this chaptet will be found some extracts relating to the
Nattukkottai Chettiars from a book by Dr. L. C. Jain entitled I'ndigenous
Banking in India aud pnblished in the latter part of 1929. Dr. Jain's
book described the Chettiars as they are in India: we shall deal with
them ag they are in Burma.

434. In December 1927, when Sir Harcourt Butler was Governor of
Burma, he said in 1 public speech that Burma owed a great deal to the
Chettiars. Addressing them be said :— ]

You represent 3 very important factor indeed in the life of this
province......... Withoat the assistance of the Chettiar banking system

Burma would never have achieved the wonderful advance of the last

25 to 30 years.......The Burman today is a much wealthier man than
he was 25 years ago ; and for this state of affairs the Chettiar deserves
his share of thanks.
There are other opinions to be met, and we quote here from the
evidence given to us by a Kaven witness ; but it is only fair to mention
that this witness has a complete distrust of the complexity which he
finds brought into life by " civilisation.” He wrote to us as follows }: —
Tersely and pointedly speaking, Chettiar banks are fiery dragons
that parch every land that has the misfortune of coming under their
wicked creeping.  They are a hard-hearted lot that will wring out
every drop of blood fram the victims without compunction for the
sike of their own interest.  One.proof of this : 30 or 40 vears ago,
out of 10 villagers in the country 9 had lands ; now it .s just the
reverse, and the one that has got anything, has the same tied up in
the hand of the Chettiar tightiy. . Again, suffice it to say that
the swindling, cheating, deception and oppression of the Chettiars in
the country, particularly among the ignorant folks, are well known

and these are, to a large extent, responsible for the present
impoverishment in the land. *

* 1t is estimated that in Burma there are 150 to 200 Tamils who are professional

finanviers and are not Nattukkoltai Chettiars ; this number includes non-Chettiars as
well as other kinds of Chethars.
. ¥ Ukithar is oot a plural form as Dr. Jain has stated ; ar is a Tamil suffix implv-
ing respectabulity.  In English Chettiar is often spelled with y instead of 4 ; the
Natukkotta Chetliars’ Association uses y.

1 Sev Volume 111 of this report, Chapter XIV.
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In all countries and in all ages antagonistic views of the character
of the moneylending classes have been expressed. ' In Burma as else-
where all lenders of money are bound to seem harsh to some borrowers,
The Chettiars have been well remunerated for the service they have
rendered Burma ; but that does not alter the fact that the service has
been rendered. Moreover they have not only rendered 2 service in the
past, playing in the development of Burma a necessary part which no
other class has offered to play ; without their support, or the substitu-
tion of some other banking system towards which no steps have yet been
taken, the internal and external trade of the country wouald break down
and the rice crop could not even be produced.

135. General Description.—The Chettiars are an endogamous
sect of the Vaisya caste and have their home in, and are the in:igenous
population of, Chettinad ; this geographical term denotes a barren
walterless region including 58 villages of the Ramnad District of Madras
Presidency and 20 villages of the Pudukotiai State. Some Chettiars are
reported to have said that the caste conmsisted originally of maritime
traders and that money-lending has been their profession for only a few
centuries. The population of Chettinad in 1921 consisted of about
40,000 Chettiars besides the other people who had setiled there in the
service 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 Burma but also in Ceylon, the
Federated Malay States, the Straits Settlements and Cochin China ;
there are a few Chettiars also doing business in Calcatta, Siam, Java,
Sumatra and Maaritius. 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 Chetfiar irms in Calcutta ; their principal business was the
collection of deposits for use in their business in Burma and elsewhere,
but they engaged also in the export of rice. In recent years both these
lines of business have ceased to vield sufficient profit, and the Chettiar
colony has dwindied accordingly so that it is now of little importance.
In the other parts of India also, except Madras, the Chettiars have
little or no business ; even in the Madras Presidency their loans are
small and amount only to about one-sistieth or less of the amount in
-Burma. Their business in Madras Presidency is chieBly in the Tamil
districts ; they do little in the Telugn districts on the west coast. In the

. Tamil districts too they are not generally fonnd except at places which
are of some size and bave a railway station. In Ceylon 2 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 rubber
industry, and some years ago they acquired a number of rubber plaata-
tions owing to borrowers' defaults caused by the fall in the price of
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rubber ; when rubber prices revived some were unwilling to dispose-of
the estates and now, with renewed depression, find them a burden.
The number of Chettiar offices in the Federated Malay States and the
Straits Settlements is estimated at 700, in Cevlon 450 and in Cochin-
China about 105. The business in Burma is mgre important than that
in any of the other countries mentioned in this paragraph ; indeed it is
more important than that in ali other countries together. )

436. Some of the Chettiar irms in Burma are large concerns carry=
ing on bauking in several places in Burma as well as in one or more of
the various countries mentioned above. {n some cases, although a firm
does not do business in many places in Burma or outside, it includes
partners who also have shares in a number of firms conducting business
in various places. Bul there are at the other end of the scale many
firms carrying on a business which is little, if anything, more than mere .
monevlending at a rural town in Burma ; even then the lending {s_
generally on a scale which is approached by hardly any other lenders.

437. Most of the proprietors of the Chettiar bunsinesses in Burma
have their homes in Chettinad, the active ones among then visiting
Burma annually or more frequently to inspect the working of their
agencies in Burma. Some have a second house in Madras City where
their firms receive deposits and carry on business with the Madras banks.
Some carry on business in various places in the Madras Presidency, and
there are 95 firms working in Burma whose Madras business so much
exceeds their Burma business that the income-tax officers assess them in
Maciras, treating the Burma business as a branch of the Madras business,
As a rule the proprietors in Madras set up all their business outside the
Madras Presidency. Thev do not confiine themselves to Burma, but
have business owned by identical partnerships (or shared with different’
partners) in Ceylon, the Federated Malay States, Cochin-China and
other countries mentioned in paragraph 435 ; in this way they have
advantasges in averhging their risks, in employing their money where it is
most profitable for the time bring, and in remitfance business. Eaquiry
was made in our special Chettiar census (described below)® to discover
the extent to which Burma businesses ave associated with businesses in
other countries. For 1105 firms reporting, the nombers of businesses
abroad were givon as 62 in Madras, 141 in the Federated Malay States,
27 in Cochin-China and 65 in Cevloa ; total 295. Most of these busi-
nesses belong to firms identical with those working in Borma, bot some
of these irms are possibly cour'nted more than once even for one foreign
country. On the other hand there are many cases of proprietors of
Burma businesses who have shares in other firms working in other
countries ; commonly the Burma agents are iynorant of such connec-
tions of their proprietors, so that it is dificult to obtain reliable statistical
information about this matter.

* Paragraph 435.
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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 té
their close social organisation and are naturally careful about adopting
.any changes which might affect that. Changes. are however taking
place. A vesidential school was founded in 1929 at Kanbé near
Rangoon to give general and technical education to Chettiar boys, a
board of trustees being appointed to manage it under the description of
the Nattukkottai Chettiars Educational Trust ; at present general eduga-
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 the Chettisrs 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 by the university
10 comply with the terms of the gift will shortly be brought 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 bave always locked up a considerable °
amount 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 custom that so long as
" a father is alive all his sons and 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. In other respects the
Chettiars are noted for their frugality. An interesting characteristic is
the way in which, in contrast with some other Indian castes, they
arrange their family affairs in an undivided Hindu family. They insist
that every male shall earn his living. Even the various married sons of
one father living under one roof and sharing in one business do not eat
in common as would usvally be done amongst other Hindus; each
married son is given a definite annual income or allotment of rice and
other necessaries, and his family is required to ‘cook its meals for itself,
Dr. Jain has suggested that these practices have contributed to the
development of sclf-reliance amongst the Chettiars. In comparison with
the customs of some castes investment in jewellery is not gencrally 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 jewellery as a useful means of holding liquid
assets. However rich, they only own as much as is considercd
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, Chettiars are also noted for their gifts to educatlon and religion;
they share with other Vaisyas the practice of settmg aside as magamai,
* or gifts for such purposes, a definite percentage of their commercial
profits. In Burma there are two principal forms of magamai, one
consisting of gifts to the temples and one sel aside for private charity.:
A Chettiar temple is always established wherever a few Chettiars are
- doing business, and magamai contributions for the upkeep of the temple
" and the pay of temple servants are then made every year. Evéry firm
contributes at rates which are assessed upon business done zand are fixed
by mutual agreement of the contributors each year according to the
temple's needs. In Burma there is generally one rate fixed for loans
and 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 rupee per
Rs. 1,000 is regarded as the maximum rate which may be proposed.
All give their subscriptions hounestly according to the rate of assessment;
a failure to contribute would mean boycott by the others.* The second
form of magamai is derived by a sort of cess upon certain kinds of
business done. At the end of each year each 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 other of every pair a magamai assessment of a quarter of an anna
per Rs, 100 is calculated and paid by the receiver to the other, who
_ uses it as a private charity fund. In addition to the temple money

spécial collections are made from time to time either in one locality or
from all the Chettiars in Burma ; an instance of the former kind is the
gift promised in May 1930 by the Rangoon Chettiars to the fund for
relieving sufferers in the Pegu earthquake, while instances of the latter
kind are the collections for the gift to Rangoon University and for
endowing the Kanbé school. Besides contributing to collections
Chettiar firms also give freely for charitable porposes individually.

440. In Rangoon the temple is managed by the representatives for
the time being of four particular irms which are regarded as the oldest
established in Rangoon. The temple is in a building of two storeys on
the castern side of Mogual Street, half-way between Dalhousie Street and
Merchant Street.  The ground-floor is divided into six narrow rooms
used for business purposes, and the upper floor has a shrine of Siva
before which is 2 space where the meetings of the community are held
to scitle the corrent rate of interest and other matters of general
importance. The temple and the rooms below it, familiarly known as
** the six rooms,” are the real Chettiar Exchange ; that is to say the place
where gossip is exchanged every morning before the main business of
the Jday beging, and a general body of opinion as ta the finamncial sitna-
tion and appropriate measares is developed.

13
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441. The qualities of the Chettiars as financiers which most impres
one in Bulma are (g) their organisation as'a financial system, (b) thei
sodality, (c) their mutual confidence, (d} the confidence they commani
in the minds of most of the ordinary people of the country as to th
honesty of their dealings, (¢) the simplicity and rapidity of their proce
dure for granting loans, (f) the magnitude of the total business done b
them, (g) their spread over all Lower Burma so that (in spite of thei
forclgn 'origin) the availability of Chettiar loans is accepted as though i
were as natural -as rain in the monsoon ; and (A) their dominating
position as rural financiers in Lower Burma.

442. Sodality.-—In most places where more than two or thre
Chettiar firms-are carrying on business there is 2 loose business unior
arising out of the system of magamai contributions described in paragrapl

+ 439, Existence as 2 small alien group with frequent blooc-refationship
and with common economic interests, descent, langunage, worship, and al
caste associations, but divided in al! these points from the population
-around them, was sure to generate 2 feeling of sodality, especially a:
there was neccessarily mutual dependence in some matters, such as the
-occasional need of liquid resources. It has come about partly in this
way, and partly as a matter of economy in the provision of a strong
"building to protect their money and documents, that in each Chettiax
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
house in the place. Chettiars rarely occupy wooden houses even in the
villages. In a fown, if there are two or more Chettiar houses, they are
naturally close together because all are close to the business centre of
the place.

443, This concentration Is seen, for instance, in Rangoon where all
the firms do business within a short piece of Mogul Street. The six
rooms, which, as was stated above, eccupy the ground floor of the
temple building, are formed by parallel partitions which divide that floof
into six apartments about 40 feet deep and with equal frontages of abouf
12 feet. In a double row in each room are abouot 10 places at which
the Chettiars sit on a mat on the floor to do business with their clients
as they come. The places are not separated from each other in any
way ; they are merely locations down each long side of the room. At
each place there is 2 small desk, holding pens and ink, Iarge enough o
use as a rest for filling in & promissory-note, and low enough to be used
by a writer sitting on the floor ; in addition there are at each space cither
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 firm represented by its
cashier whe stays nearly all the time and its agent who kecps near by
and comes to his place il 2 client comes. At the back is another room,
transverse to the others, with a few more firms. Each firm has against

- the wall behind its place one or more safes and one or more al_tm'rahs-
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“The clerks of the firmns come and go, but are not located in these rooms
for their work; they do that in their living-quarters. A few other
buildings in Mogul Street, within a hundred yards from the temple up’
or down the street, have ground floors divided imto similar rooms,
making altogether (including the six rooms) 23 such rooms. About 14
or 15 of the very largest firms have separate flats including either one or
two business rooms, nsually on the first floor of a building, and all situated
in the same short piece of Mogul Street ; most of these 14 6r 15 firms
have a desk also in one or other of the 23 rooms. In the 23
rooms and the flats and the temple itself all the Chettiar business is
conducted. All the managers and their staff live close by, mostly in the
rooms above the busincss-rooms ; some sleep in the 23 rooms them-
sclves to act as gouardians. Al meet onéd another frequently, mot only in
business and in attendance at the temple and at communal! meetings,
‘but also o the casual occasions 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 of sodality is sure to arise,
and it is manifested in a willingness to assist one another to some extent
in time of need. The various firms grant one another various conve-
niences of a minor sort in everyday business. In case one firm gets into
financial difficulty the others are generally willing to support it if such
support seems a reasonable proposition.  Itis said by some non-Chettiars
that this sense of mutual support has weakened in vecent years ; but, since
‘the special circumstances in the last few years, when the low real prices

-of puddy have cansed so much difficulty to agriculturists, may have made
proposals to carry lame firms along less satisfactory than they might be
in more prosperous times, it i¢ difficult to say whether this weakening

"has really occarred. The moiter is moreover complicated by blood-
‘relationships and the interlocking of partnerships described below
paragraph 459. ‘The experience of the erisis of 1929 suggests that the
‘Chettiars are not willing to support solvent firms in temporary difbculty
when such support involves risk of loss. Our Chettiar member says that
there has been no change in this matter in the last thirty years, and
that the refusat to support fathng frma in 1929 was due to anfavourable
estimates by the generad body of Chettiars of the - financial condition of
those firms. But it is only the ordinary course of things that sach mutua!
support should diminish as the number of firms grows, and the general
impression we have received is that there bas in fact been some
weakening.

445. The Nattukkottai Chettiars’ Association.—The
Chettinrs have in Rangoon an Association called the Nattukkottai
«Chettiars’ Association which was inaugurated on the 23rd August 1923 and

-
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watches over the interests of the community as financiers. The members:
are not individunals but businesses represented by their managers, and
ncarly every important business in Burma is a member; out of 1,650
Nattukkottai Chettiar businesses in Burma 1,498 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
general organiser of the community, e.g., in collecting the moneys for
communal gifts to education or charity. Each member pays the Asso-
ciation an annual subscription of twelve rupees. 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 toit. 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 the
part of the ordinary district Chettiar for the Insein and Hanthawaddy
districts. Some of the wealthier agriculturists also from more distant
places in the Pegu Maubin and Pyapdn districts come to Rangoon
Chettiars for loans because they thus get comparatively large loans more
cheaply than from local Chettiars ; but the total amount of this business
is coinparatively small, Only about 150 out of roughly 350 Chettiar
firms in Rangoon lend directly to agriculturists, and 60 to 120 of these:
are the Therkuvattagai Chettiarst 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, discoant usance hundis, change

* We venture to recommend special attention to the evidence of the Nattukkotiai
Chetliars’ Association by all who study the evidence on any matter in Volume [l of

this repart.
1 See foot-note on page 206.
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money, accept documents and valuables for safe deposit, and {outside
Rangoon) deal in gold. In Rangoon some Chettiars are ready to
pndertake 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, though 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 reinembered that as stated ubove, there
is a wide difference between the scope of the activitics 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 larger towns outside Rangoon some Chettiars
get <eposits, generally nominally repayable on demand ; but there are
only a few of the largest towns in which cheques are used to draw upon
these deposits, and even 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
sind Mandalay.

448. Other Occupations.-——As a class Chettiars in Burma have
-not much business outside banking and moneylending. In this they
seem to differ from the shroffs of most parts of India, who "(we under-
stand) are generallp engaged, either on their own accounts or as com-
Junission 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 financiers, and they have developed purely financial
business in a high dejree. But here and there some are found 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 the gold required by local people for religious gifts and for
jewellery. . Rangoon Chettiars do not trade in gold. Until a few years
ago some Chetdiars in Akyab uscd to take part in the rice-export trade ;
but they have now given this up. Chettiars may be found who besides
lending money are substantial landowners or own houses shops and
factories of various kinds, such as saw-mills and paddy-mills. Chettiar
ownership of agricultural land will be discussed separately in the succeed-
ing paragraphs. The ownership of house and shop sites in towns and
of factories has come ahout through defaults of borrowers. Sometimes
the Chettiar has been forced not only to take over but also to work 2
factory to avoid loss. A few have taken up paddy-milling or sawing as
their principal occupations, either from taste or becanse they found so
much of their capital locked up in defaulting loans secured on the mills.
But mast of .them, being essentially financiers and neither accustomed -
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to nor skilled in industry, take the first opportunity of getting tvid of
mills and re-investing the money in the more congenial business of bank-
ing, which many of them think is also more prefitable.

449. Chettiars as Owners of Agricultural Land.—A few
Chettiars have become principally land-owners, working their fand 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 hold a liitle 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 the money needed to make
payments on their loans.

450. A Burmese newspaper (Thuriya, 19th February 1930) has
stated' that in recent years Chettiars have aimed at obtaining
possession of agricuttural 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 6 per cent -
of all the paddy land of the district taken over each year.) The news-
paper called upon Government to take steps to prevent land passing iato-
the hands of foreigners in this way, and called upon the land-owners to-
raise an outcry. The Nattukkottai Chettiars’ Association took up the
matter and wrote a reply which the newspaper published (7th March
1930). _The Chettiars denied the charge, saying they were doing their
best to help cultivators and had no desire to own paddy-land. They
recalled 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 Chettfiar hands
through defaults of borrowers, but in a year or two, when agriculture -
was more flourishing, all was sold off without regard to the assured
increase of value 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 alleged on another occasion, to try to get posses-
sion, of land in Burma ; on the contrary they regarded it as an added
reason for avoiding the possession of land and keeping their capital
as Jiquid as possible. Finally the Chettiars declared that they already
txad business in various countries, that men with capital could make
a living dnywhere, and that if newspapers in ‘Burma trled to spoil the
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good terms now existing between the agriculturists and the Chettiars
they would close down their Burma business and invest their capital
elsewhere. The newspaper stated however below the Assogjation's
reply that it held to its previous opinion.* ‘

451. The four Burmese members of the committee and Professor
Jevons believe the newspaper is correct in asserting that there has been
in recent years a tendency for Chettiars in' general to wish to become
land-owners and for this purpose to seize land more readily when loans
are in arrears and to continue holding it and working it through tenants ;
these members attribute the change to the incresse of rents and the
disappearance of difficulty in finding ténants. ‘

Minorily 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 extend, as
Professor Jevons thinks, when low prices require a larger area to yield
the customary income, but when prices are high, In Maubin district
in particular the land is broken up by deltaic creeks into saucer-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
prices is to encourage the cuiltivation of land to extend down into the
depressions where the outturn is not sufficient to pay the cost of cult-
vation if prices are low. By continued working, aided by bunding and
other 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 bunding has prevented the entry of much silt with the river-
water. But if a period of low prices comes early, cultivators who have
borrowed to finance the improvement of such land are only too glad to
surrender it to settle their loans. There has also been difficulty in
Maubin district in dealing with the rival claims of fishermen and
agriculturists ; the latter have the preference as a rule, but sometimes
the fishermen have their way and, by preventing the escape of water,
reduce the walue of agricuitural land. Thus in one way or another
many cases of Chettiar acquisition of land have arisen at the will of the
borrowers. It is inevitable too that some heavily indebted or unskilful
cultivators, who make ends meet with difficulty in ordinary times, will
lose their land in a period of depression. Sometimes in the past when
Iand has come into a Chettiar's hands he has not sold it off at an early
opportunity, but has continued to hold it as a speculation, seeing no
harm in using a moderate part of his capital in this way. He may even
buy additional land to round off his holding or to join profitably to high
or low land already held either permanently or temporarily, a judicious
combination of lands at different levels being sometimes more
profitable than an equal area all at one level. But in the past, subject
to exceptions described above and to occasional retentions in the hope
of still further rise in price, even compact holdings have generally

* A further letter from the Association stated that enquiry had shown that in fact
less than one thousand acres of land had been taken over by Chettiars in the last
year it Maubin district.  This letter came to my notice only afier the commitiee had
passed its report—CAhairman.
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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 debis on
account of the corresponding loans and have been sold for less when
there was 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
ioans which he can transfer to another Chettiar when he wants to go
back to Madras than land which cannot be tramsferred in the same
wholesale way. Moreover, twenty years have gone since the difficulty
of finding tenants disappeared and the rise of rents throngh competition
of tenants begdn ; these considerations therefore conld hardly explain
a change of policy in the last three or four yvears. 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 part of ordinary district Chettiars for the Hanthawaddy and
Insein districts deal chiefly with Burmese Indian and Chinese traders.
In 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 am attractive profit is likely to be obtained. The
Chettiars are generally at a disadvantage in comparison with a Barman
lending to persons of his own race living in his own village ; they cannot
have quite 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 most find a
1ocal lender who can accept the additional risk because he is in closer
contact, and they must generally pay a higher rate of interest accord-
ingly ; labourers of all kinds commonly fall into this class and rarely
borrow from Chettiars. But there are some labourers who have
property and are able to borrow as easily as tenants.

453. Spread of the Chettiars in 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 ; but the
seed from which their present florescence developed was sown chiefly
from about 1870 onwards. So far as we have been able to learn, the
‘first Chettiar business in Burma was opened in Moulmein, probably
beifore 1850, although some think the beginning was in Rangoon and give
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1852 as the date®. By 1889 Chettiars had spread into every one 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 from 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
walues, was the prime inducement to cultivate the Burma field of
finance : and the settled conditions brought about by British adminis-
_ {ration 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 business 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 Pakdkku Hill'
‘Tracts, all four of which are still entirely without Chettiars. ,,

454, Present Distribution of Chettiars.— The eight
«districts which have no Chettiar offices are mentioned in the preceding
paragraph. Tavoy, Katha and Bhamo districts' bave only one office
each, while Lower Chindwin district has only two or three, Kyauksé
and Shwebo about six each. The largest numbers are in Pegu, Tharra-
waddy, Bassein, Myaungmya, and Pyapdn which have about 110 to 140
each. Hanthawaddy and Insein districts have only about 70 and 60
respectively ;-but many firms in Rangoon serve these districts.

455. An endeavour was made to take a census of the Nattukkoettai
Chettiars, and for this the aid of their Association in Rangoon was enlisted.
The Association pripted and sent out, to all centres where Nattukkgttai
Chettiars do Lusiness, cards on which the required statistics were asked
for. Instructions sent with the cards explained all the enquiries and
asked that the cards should be distributed to all the Chettiar establish-
_ments, and that every establishment should put a card bearing its

own statistics in a locked box which was kept for the purpose in the
local temple and arranged like a post-box with a narrow slit by which
~ to put the cards in. The Association gave a pledge of secrecy with its
instructions. Names were not to be written on the cards ; the total
nuinber collected in the box was to be the sole check upon the com-
pleteness of the work at each centre, while every establishment was to be
trusted to make a correct record.  Non-members of the Association were
.asked to join in the arrangement. The completed cards of every centre
were posted or otherwise conveyved to the Association in Rangoon. A
list of centres was furnished by the Association to the Chairman of the

* Noulnein came under British Administration in 1826, Rangooa in 1852,

1 A curious fact is that local reports from the Minbu and Pakdkim districts say that
Chettiars began business in those districts in 1859 and 1877 respectively. We have
Jheen unable to make lurther enquiry into this ; it seems unlikely to be true.
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Banking - Enquiry Committee, who noted the district in which each:

town was situated ; thus the Association was able to assign each centre
to its proper district and to eempile thetotals for districts. A large
party of the committee of the Association was unwilling to communicate
the district totals desired by us, and before the compilation had been
begun this was the subject of long negotiation between our Chairman
and the Association. Eventually 2 compromise between district totals
and the provincial total was arranged, and totals by divisions and for
Rangoon Town were given. The results are shown in detail in a state-

ment in the

Absiract of ?csult of Special Chettiar Census, nd volume

) Chettiar Census of this report;

Item. figures. an abstract of

N eoreamnt taikhs of rupess. T |= Sqo— | Tota.  thestatement is

Rangoon. | ;reas. given in the

e L RO S - 13) (4) margin hereby,.

1. Number of businesses ... 337 768 1105 all figures from

g. gnmbetr o{, outslatighm;t 117 72 i89  Jine 3 down-
. Deposits by non- tiars

on the date of enquiry ... .16 6 22 wards represent

'ﬁ; gﬁgbtem demand ... | 9 3 12 ing millions of

{ 7 SN 7 4 10 rupees. The

Loans to Ngn-Cketb’ars. —_— —_— N ﬁgures in

4. Tc;gg& on 13th D ber l‘f’_ ﬂ ﬂ columns 2 and

5. Total on 15th May 1929 ... 108 209 317 3 are those

6. Loans secored by mortgagesJ - obtained by the

n{ agricuitural land on date CEnsus. Col-

of enquiry ... 39 102 M1 0 2is prob-

' ably nearty
complete and reliable for Rangoon. Column 3 covers only Pegu
division (excloding Rangoon), Irrawaddy and Mandalay divisions, the
Ambherst, Thaton and Toungoo districts and Akyab town. Thus the
Magwe and Sagaing divisions and the Shan States are entirely omiited,
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 enquiries from other sources too, one of these
. being an enquiry from every Depnty Commissioner for the number of
businesses in each township. But 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
(uthade as described below)” as agencies and some having ignored any
business managed by a partner. Some also have possibly reckoned other
Tamils as Chettiars. The Income-tax Department gave us a statement

* Foot-note page 205.
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of the total number of Chettiars and other Tamils ; some information is
also to'be had from the registers kept under the Registration of Business-
Names Act. The Nattukkottai Ohettiars’ Association has estimated 1,600
as the probable total for all Burma, its total -membership being as noted
above 1,498. After comparing all the estimates we have arrived at 4
figure of 1,650 asapproximately correct for all Burma includihg the Shan
States. Of this number roughly 360 or rather above one-fifth are in
Rangoon, while about 1,443 or seven-eighths of the total are in Lower
Burma, including Rangoon, and 195 are in Upper Burma {excluding the
Shan Statesl, For Lower Burma outside Rangoon the total is about
1,100 or two-thirds of the whole. The Federated Shan States have 12
offices altogether. ’

457. The number of towns and villages at which Chettiar businesses
o are carried on

Average per office. in Burma {in-
. Total |- ciuding Ran-
Region. offices. Square Populat-ion Village- goon) is about
Miles. [thouwsands.| tracts. 217 of
B o3 ‘ 26 these 155 are

Upper Burma ... 1 215 23 : .
Lower Barma {A 1442 37 3 s o Lo“?l:'
B 1083 50. 6 7 Burma, * 55 in
' Upper Burma

A 1635 S8 6 7

L T - 75 9 10 and 7 in the
Pegu division ... 446 31 é s Shan  States.
Irrawaddy division 494 27 5 5 To the total
2 for Lower

Burma Pegu division contributes 62 and Irrawaddy division 60. If
the Shan States and the districts mentioned above in which not more-
than one firm is working are excluded the averages given in the mar-
ginal table are roughly correct, reckoning the population as 10 per cent
greater than in 1921, and using A and B in the second and third lines
to show the figures when Rangoon is included or excluded. Throughout
nearly every well-populated part of Lower Burma there is a Chettiar
within a day's journey of every cultivator ; generally half a day suffices
for the cultivator to go to a Chettiar, apply for and get a loan and return
home. ‘The time required may be a little more in some newer parts of
the delta, especially as the journey must fit in with tides ; but in the parts-
of Lower Burma served by motor omnibus the time is very small. In
Upper Burma Chettiar offices are much more sparsely distributed ; we
shall see presently that ouly about five per cent of all the Chettiar
business belongs to that part of the coantry.

* Throughout thiz paragraph Thavetmyo district, though legally in Lower
Burma, is reckoned with Upper Burma because it has closer affinities with T'pper

Rurmua nhuciraliv
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458. Chettiar Firms.—Except in the case of the Bank of
x,Chettmad which is a new development described in paragraph 461, each
£Lhettiar business is owned by a partnership of closely related persons.
~ and managed by an agent. The partaers are commonly related to each
.pother through their wives, people who are related directly being more
- likely to set up separate firms because of certain rules of a Hindu 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 partnerships and formations of new firms.
1t is estimated that the humber of firms working in Burma bas increased
in the last twenty years from 350 to 1,650 : this is not due to firns
existing elsewhere in 1910 opening up business in Burma, but to the
formation of new 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
-of 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 letters of
..the personal names of its proprietors ; e.g., Palaniappi, Muorugappz and
Ramanathan in partnership would style their firm as P.M.RM. (By
- custom the name Ramanathan is represented by the two letters RM.).
sSuch a firm may open an agency at several places in Burma and
-perhaps in other countries too, each business keeping direct relations -
with the proprielors in Chettinad ; if one of the agencies is in Rangoon
it will act as a financial agent for all the others in Burma but
it will not control them. Sometimes one or more partners will enter
into other partnerships which have different businesses with their own
.agencies in Burma and elsewhere, Thus P.M.RM. and P.M.V. and
M.S.C. may be three firms in all of which one person Murugappa is a
partner, while Palaniappa is a partner in two of them. V and C may
perhaps be partners in other combinations. Thus there is often a close
-interlocking of partnerships, which again gives rise to mutual snpport
between firms apart from the general Chettiar sodality. Each partner
who joins more than one partnership obtains in this way some advantagc
Jin the distribution of his risks ; there is also an advantage in getting his
income from several sources treated independently by the income-tax
*officers and separately exempt from super-tax. Sometimes one of the
partnersin a firm comes to Burma to manage its business, acting in fact
as its agent ; more generally the partners only inspect the working of their
‘various agencies and exercise general control. The nam: which often
follows the initials of a firm in its description is the name of the agent
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carrying on the firm's business at a particular place ; thus 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 made’; sometimes the initials of 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 agent is changed, that is to say, once in three
years. Lf the partnership has offices in several places there may thus-
be fairly frequent distributions. But the greater part of the income
derived by the partners from the firm is received as six-montbly
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 549. Any moneys which a partner draws from the figm apart from-
the regular interest payments and distributions of profit are reckoned-
as loans to him fron the firm and charged interest accordingly ; this-
applies in every case, even if father and sons in an undivided joint
family are the only partners. _

461. In September 1929 a new form of association appeared by the
registration in Madras as a private company of the Bank of Chettinad,
which consists of members of one family who had previously constitu-
ted two parinerships working in Barma, Caylon, the Straits Settlements, -
the Fe lerated Malay States and Cochin-China. The bank has a paid-
up capital of thirty million rupees. The head office is at Kanadakathan
in the Rammnad district in Chettinad. All the agencies of the two-
parinerships concerned have been converted into branch offices of the-
bank ; but each branch contlinues to bear the same relationship to the
bank as an agency bears toran ordinary partnership, and its manager is -
treated exactly like the agent of a partnership. Association as a
company may, however, on account of the duties imposed by the Indian
Companies Act upon private companies, lead in time to considerable
modification of the way of carrying on business. Especially
modifications are likely”to arise in the matter of bLook-keeping to
facilitate the preparation of the annual balance-sheet and of the hali-
vearly returns of which the act requires a copy to be made available to-

every creditor. At present the accounts are kept on the same lines as
in other Chettiar businesses,

102. Agencies and Out-stations.—Generally every place at
which & fivm carries on business'is a separate agenl:y. including under
that term a aumber of businesses {guessed to be around 230 in number)
in which one of the partners minages the business. In some cases an
out-station, called an wikade,* is opened in a village at a moderate

* Pikade means literatly ont-shop and is pronounced af-+* duay with the accent on
the nrst syllable, which is provsounced as in the London pronunciation of pat.

. -
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.distatrice from an agent's office and managed in subordination to
the agent by a sub-agent called an stkade al. The agent visits the
out-station frequently—usually once a week. The clerk has power
as a rule to lend up to Rs. 1,000 and draws funds for the purpose from
‘his agent as required. The accounts are incorporated in those of the
.agent’s business ; but the sub-agent keeps a copy of the accouats called
the village-book. As documents and valuables are kept for safety in
-the agent’s custody, a borrower must give some hours or more notice if
he wants to claim back a promissery-note or mortgage-deed or jewels, I
‘is rare to have more than one ocut-station for ene business, but businesses
with two and three out-stations are known. The general rule is to have no
.eut-stations at all ; in our special census of Chettiar firms 1,105 businesses
veporting showed only 187 cut-stations altogether, and of these 117
‘belonged to 337 businesses in Rangeom and many were probably
-stations of the therkuvaitagai Chettiars about to be described. TFhe pay
of a sub-agent is generally Rs. 1,200 to Rs. 3,600 for the triennium of
-the agency ; besides this he gets a bonus according to profits and
_amounting to anything up to Rs. 3,000

463. Out-stations of Therkuvattagai Chettiars.—There
is a special group of Chettiars in Rangoon who have a system of their
.own for organising their business. They come from the southern part
.of Chettinad and are called fherkuvallagai® Chettiars. These have
their places in the twenty-three rooms and some of them accept deposits,
but they all lend only for agriculture and not to traders, and even restrict
their agricultural loans to the more substantial people. They are all small
firms. Some, but not all, belong to the Association. There are said to
be 120 firms, altogether ; but there is a little uncertainty about this
number ; one estimate was only 60. All thejr agencies are in Rangoon.
'Thei: principal distingoishing feature is that they send out a clerk to
villages in the environs of Rangoon to deal with the local borrowers.
The clerk lodges in the house of a villager in some convenient centre
.and goes sound 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 be can. Sometimes he moves his camp
about from centre to cegtre during the season. He may have a little
money to lend at once, but for any considerable sums 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 charged
is generally less than that charged by the ordinary district Chettiars ;
but it is rather kigher than wonld be got by lending in Rangoon, and
. the cost of the arrangement is not large enough to consume all this
_advantage. ] L

* Therkn = south @ vallagai = region.
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464, Establishment.—Paragraphs 468 to 470 willbe devoted to -

-agents ; but the notes in this article apply=to them also except where
they disagrec with the special paragraphs. An agent has generally éﬁ
establishment of five or six persons (besides menjal servants), all
-coming {from Chettinad or its neighbourhood although only about three
in four are Chettitrs. All are under the agent’s immediate control.
“They are in different grades according to capacity and experience,
“The principal three are the assistant, the cashier and the accountant.
The assistant * is the chief of these and acts for the agent when he is
away. At other times he is employed in going round to collect pay-
ments and information, In a2 large business there may be two or more
-accountants, The junior members of the establishment have to make
themselves generally useful, helping the agent and the three principal
-employees, and often acting as messengers. They gradually acquire a
knowledge of the business, and according to their inclinations and
capacity rise to the better appointments. It is a characteristic of the
establishinent that in case of need evervone is willing to do any work
required to be done for the tirm. Great care is taken in -selecting
agents and other members of the establishment. Owing in part to this
and to the family connections often existing between them and the
-principals, there are practically no cases of 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 not He is
-completely severed from the caste and allowed no social intercourse
even with his family unless they share his ostracism. All whose
.gonduct contributes tv any losses by dishonesty are called upon to
make good the amount lost. The salaries and bonuses received will be
indicated in the neat article ; in addition to the salary everv employee,
including the agent, receives free board and lodging and has all his
reasonable wants in other directions satistied, so that he has no need to
-us¢ any money of his own, He does not get a regular allowance for
these occasional needs, but is given what is needed whenever clothes,
cigfareites or & cinema ticket are to be bought ; the general tradition of
frugality is apparently enough in most cases to prevent difficulties
.ariging out of this practice. One half of the salary for a triennium is
usually paid after one month's work and the remainder after returning
to Chettinad at the end.” A portion of the half received at the begin-
ning is placed on deposit, as a rule, with the employing or some other
business., Bonuses to salarics are in every case couatingent upon profit
having beenr made by the business, and also (unléss the firm wants
to dispense with his services) upon the employee returning to duty
with the same firm, without working for any other Arm or doing

* The Tamil name is aduthal which means “* next man,” that Ik, next man o
the a;enl.
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any . other banking business in the meantime. The bonus is paid
as soon as the recipient reaches Chettinad for his leave ; but an on-
demand promissory note is generally taken for it as though it were a
loan for the remainder of the interval before duty "begins again; im
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 emplayees of lower
grade than agent take about one year’s leave after each triennium of”
duty. None of the establishment, not even the agent, ever brings his
wife with him to Burma, aithough 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 until
the age of 12 or 15, learning the Tamil language and something 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 does he as a rule study the theory of banking.
or attend any commercial or accouptancy schools. But a’change in-
this respect is being made by the school at Kanbé mentioned i
paragraph 438,

466. As an apprentice the Cheitiar 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 vears 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. 1,000 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 athird period
salary may be Rs. 1,500 to Rs. 3,500 for the triennium, and the bonus:
anything up to Rs. 3,000. In the meantime, after his fourth or fifth
year he may have becoine an accountant or cashier ; after his seventh
or eighth vear ar 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 arule. )

467. Chettiars who are of a proprietor’s family go through the same
training as others for ive or six years and are said to receive no
special consideration from the agents under whom they serve. They
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uomm;me act for atime as accountant and as cashier. Thus the
proprietors are always familiar with the work done in their ofﬁces.
even down to small details.

468. Chettiar Agent.—Unless the contrary is indicated here
paragraph 464 relating to Esiab.ishment relates also to agents. The
agent * is engaged on a three years’ contract.” He receives for the
triennium a salary of 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 of the place
of business as well as the agent's capacity and the volume of business.
One-half to twe-thirds of the three-years’ salary is paid one month after
taking up the agency, the larger proportion being paid by the richer firms,
This advance is sometimes deposited with the employing business at
the Chettiar currenl ralc of interest (described in paragraph 502) ;
but more generally it is remitted to the agent’s wife for her maintenance
or lent at reyan valli (paragraph 500); to other businesses. The remainder
of the salary 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 be may occasionally help his
principals with their accounts. He may do a little private lending ;
but he will forfeit his bonus if he does a regular moneylending business.
An agent 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
attempting to establish in Burma banking on western lines.

469. An agent holds a power-of-atiorney lconferring upon him full
power to do anything required for the business of the firm. He carries
on the business as he thinks 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 of the firm as its
authorised agent. '

470. When the triennium of 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 itsclieats.
When the new agent takes over the business he classifies all the out-
standing loans as good or bad, and submits to the proprietors a report
of the amount in each class. Since the bad and doubtful debts will
make little or no contribution in the calculation of the profits upon
which his bonus will be calculated, the outgoing agent generally tries to
collect as moch upon them as he can. The incoming agent also, not

’m&ﬁnmmﬁndalgnmwlhomm -
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awishing to bear any losses 9n account of doubtfu} loans, generally calls
in any other loans’which he considers doabtful, and cither insists upon
repayment or demands a higher rate of interest. I the two agents
disagree the matter is referred to the proprietors who sometimes call
friends to arbitrate ; usually there is no disagreement because therg is a
4radition of what is fair and reasonable. Moreover, owing to the system
of three years work and three years leave, it generally happens that the
outgoing agent on one occasion comes back after three years to take over
agaim, so that two agents have cha.nge of a shop alternately for a fong
. series of years. .

471, Total Chettiar Capital in Burma.—The total amount
of loans to non- Chettiars shown by our special Chettiar census described
abovel was 31 crores * of rupees for the 1,105 Chettiars reporting. The
Association’s estimaté for the remaining 550 Chettiars is 9 crores, ‘thus
making a total of 40 crores for the whole country. This 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 other directions have
convinced us that this has actually occurred. The Income-tax Depart-
ment feft that there was no breach of confidence in giving us an estimate
of the total working capital in each district based upon the records
made in connection with its assessments ; allowing a rough estimate for
the comparatively small capitals of the 95 firms assessed in Madras and
not included in the Burma records, these gave a total of 47 crores-
We have also made a third estimate with the special knowledge of the
-Diwan Bahadur A, M. M. Murugappa Chettiar, who is one 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 give a

“fair idea of the grand total. We thus reached estimates of 43 crores
for Lower Burma without Rangoon and 4 crores for Upper Burma. . In
estimating for Rangoon special care is needed to avoid counting 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 grades for which we reckoned average
capitals of 50, 25, 6 and 3 lakhs respectively, 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
sorne important districts by estimates made by local Chettiars, and in the
case of Pyapon District we had an estimate by the late U Thet She who

*in connlmg rupees in India the term crorc is nsed to denote ten mitiions.
f Paragraph 455.

-
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wag an exceptionally large Burman lender wotking on the scale of a
darge Chettiar firm and. had close  business associations with the
Chettiars. We think on the whole that an estimate of 75 crores cannot
ibe serionsly wrong ; we set 65 crores as an unassailable minimom, but
" we think 75 crores (750 millions) is the most probable estimate.

472. Anticipating later paragraphs of this chapter we reckon about
100 millions of this are borrowed from non-Chettiar sources including
banks, and about 115 millions are obtained from deposits by Chettiars ;
thus the capital used by firms working in Burma and owned by th'e“
proprietors of those frms is about 535 millions. ‘The Diwan Bahadur:
A. M. M. Murugappa Chettiar, on being presented with this deduction
from his estimate, remarked that it agreed with the universal estimate of
S0 to 55 crores in Chettinad. It is moreover generally accepted
.amongst the Chettiars that on an average about two-thirds of the
warking capital in Burma is suppdied by the proprietors : om this basis
-also the correct estimate for the fotal working capital wonld be about
73 crores. Further confirmation is afforded by the calculations given
three paragraphs later, so that there is a clear convergence of evidence
supporting our estimate. It will be observed that according to the
statements at the beginning of this paragraph a total of about Ave-sixths
-of all the working eapital, say 64 on 65 crores of rupees, is Chettiar
money although only 50 %0 55 crores belong to the proprietors of the
businesses.  In June, when bank wdvances are at their minimum, the
amount of nor-Chettiar capital would be only about 7} to 8 crores or
roughly one-eighth of the whele working capital at that time.

473, The working capital of 78 crores in Burma may be compared
with the estimates by the Diwan Bahadur A. M. M. Murugappa Chettim
of the Chettiar working capital in other countries, mamely the Straits
Settlements and Federated Malay States, taken togethe¥, 25 orores,
‘Cevion 14 crores, Cochin-China 53 crores and Madras ¥ crore. Adding
the 45 crores of these fowr estimates to the 75 crores of Burma and dis-
regarding the relatively trifing soms for other countries, a tofal of
120 croves (1,200 millions) is reached for the total working capital of the
Chettiar financiers.

474. The prubable distribution of the total worling capital between
trads and agriculture is as follows. In Upper Burma one crore to
agricalture and three to trade ; in Lower Burma 4S to 50 crores to
agriculture and 21 to 26 to trade. Thus about two-thirds of the totad
loans go to agriculture in Lower Burma and in the country as a whole,
while, of the comparatively smalt total in Upper Burma, one-fourth
goes to agricultare. ©OF the agricultural loans we estimaté roughly 10 to
12 crores are orop-Joans given and repaid every year and corresponding
immediately to the annual expenses of the cultivators. In April and
early May the district Chettiars often have a certaid amount of capital
lying idle, waiting 10 be used in the agricultural loans of the neit
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cultivating season. It has been reported to us that in Bassein about
20 per cent of the totalis 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
-traders, 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
1,105 businesses and showed a total of 31 crores of loans, showed 14
crores of loans secured by mortgages. Our Chettiar member thinks
this is not correct and that a closer approximation is given by reckoning
the following as secured on mortgages : one-half the loans to agriculture
in Upper Burma and to trade in Lower Burma, one-third of Ioans to-
trade in Upper Burma and two-thirds of loansto agriculiure in Lower
Burma. This gives 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 1y divisions of Lower Burma 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 68 crores of rupees.
Similarly the four -districts of Akyab, Toungoo, Thatdén and Ambherst
have 22 million acres, whichat Rs. 50 per acre are worth 11 crores.
‘The other districts of Lower Burma -have few Chettiars and can be
neglected here. We thus have a total of 79 crores value of paddy-land
in the districts served by Chettiars. In addition the six miilion 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 1} million
acres of Jand growing other crops than paddy and for the annual
produce of such land. We thus reach a total value of about 128 crores
of rupees for land and agricultural” prodace 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 too
small to involve serious error, and our estimate is snpported by the

 figures of the Income-tax Department. ‘These calculations also support
the estimate (made by the Chettiar member ot the comrnittee) of 10 to-

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 that during the last four or five years there
has béen 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 no actual transfer of capital there

* Taking Rs, 145 per 100 baskets as the Rangoon value less the average cost of
carriage and intermediate. profits from the threshing-floor to Rangoon, as in.
paragraph 150.
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‘has 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 chiefly to the attractiveness of Cochin-China ds a field for
investment ; ina country in the first flush of development there isa
prospect of large profit by safe lending, and the transfer of capital
illustrates the readiness ot the Chettiars to move their business in search
of profit. Some say that contributing causes have been the 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 play a part, the Chettiars fearing 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 presage unfair treatment later on if the political connec-
tion with India is brokén.

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 Working 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 other Chettiars and only the residue is derived from
non-Chettiar sources. Thus altogether only about one-seventh of all
the working capital. is supplied by non-Chettiars, including the banks
worked on western lines. The part supplied by non-Chettiars is not
however without importance. . The Nattukkottai Chettiars’ Association
has stated in its evidence before us that the failure of some Chettiar
firms about August 1929 has caused the confidence of non-Chettiar
depositors to diminish, and that the consequent reduction of their deposits
has been one cause of the recent restriction of Chettiar advances to trade.

480, The marginal statement gives estimates of the total amount of
working capital obtained from
various non-Chettiar sources.

Ad f banks 30

Devp::l?ssinmlé:nm. 50 All the numbers represent
Other deposits in Burma 7 H 3

Adva ; Nadras bani R millions of rupees and relate to
Deposits in Madras 2 the months of January to

rom | o March when the advances

from banks are highest ; in
June the total wonld be less by
about 20 to 25 millions owing to repayment of part of those advances.
“The figures given for capital raised in Madras relate only to capital used

’
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in Burma ; g5 already noted, the {otal ¢capital used in Madras is very small’
compared with thatused in Burma, "About 15 per cent of the nom-
Chettiar capital is thus raised ig Madras, The separate sources of capital
are treated in the following paragraphs. One-half of the totalis derived
from deposits in Rangoon ; in fact only seven millions of deposits and

less than three millions of advances from banks are obtained in Bunma
outside Rangoon. Thus for monvy not supplied by their respective

proprietors er as deposits received threugh the proprietors from their

Chettiar - friends, district bunsinesses rely nlmost entirely upon the

Rangoon Chettiars ; the total amount supplied to the districts en this
head is estimated at 100 millions (10 crores).

481. Average Cost of Working Capital.—The cost of capital
obtained from each separate source will be noted beJow in the separate
accounts given for the various sources. ' The Rangoon Chettiars
estimate the average cost of their working capital at about ten per cent
per annum, probably a2 little on the lower side of ten. In the districts
the average cost is said 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 wtkade
which may be attached to it. There are two systems on which this
supply isgiven. The usual arrangement which applies to all Rangoon
businesses and to most others besides, is to have what is called on
* agency account ” (adati kanakku) and is described in the next
paragraph. The other arrangement has a * current account ” (nadappu

_kanakku) and -applies tomany, but not all, agents in places outside
Rangoon of firms which have in Rangoon an office from which further
working capital can be supplied ; this arrangement is deseribed ijo the
next paragraph but one.

483, Proprietor's Capital supplied 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 panam™* and the larger part is called sontha
thavanai panam® In English the two parts are commonly called
owned cuapita] and borrowed capital (or surplus capital) respectively,.
while the term capital when nsed alone ineans the “owned capital.”
But both are in fact the proprietors’ capital, and, in the event of wind-
ing-up, rank afler all claims by creditors who are not pariners. The
distinction between them is only a matter of the arrangement for
sharing profit and ?aying the agent’s bonus. Dividend in respect of

* It would be more idiomatic to wrile these Tamil terms as a single word in each
case ; hut we have divided them for the convenience of readers who are not familiar
with Tamil. The same applies lo several iother Tamil terms used in this chapler.
Mudal # first ; panam =money ; seatha = self ; tharanai »period.
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the owned capital is only drawn on mwmaking up the accounts for an
agent’s triennfum § interest at a certaim tate is criedited 45 the pariners
in respect of the borrowed capital pvery six months and is not induded
in the profit on which the agent's bonus is reckoned. The owned
capital mudal pasnam ordinarily améunts to 1 or 2 percent of the toil
working capital ; but the amount in any particular case depends upon
the amount of business to be done, the standing of the principals, and
their desire to secure the particular agent's servioes. In Rangoeon the
urual amount of owned capital is fifteen or sixteen thowmsand snpdes ;
but some businesses have as little as three thousand while four or five
have A hundred thousand. Qutside Rangoon the range is from three
thousand up to about fifty theusand. The borrowed capital {somiks
thavanai panam) may constitute any propertion of the working capital
from 40 per cent upwards. In many cases all the working capital
except the small gwned capital is provided in this form ; in others some
may be provided by deposits. In Rangoon businessés the proprietors
supply on an average about 60 to 70 per cent of the working capital
in this form. The interest due to the proprietors for the borrdwed
capital is reckoned at “ current rate” (wndapps vaiti, paragraph 502)
or at a rate fixed in relation to that and differing from it by not more
than two anuas in excess or defect, and is credited as noted above,
No uniform relationship exists between the relative shares of mudal
panam and of sontha thavanai panam respectively contributed by the
several partners.

484. Proprietor's Capital supplied on Current
Account.—When the proprietors supply capital on cucrent account
they supply a small mudal panam of one or two per cent of the total -
working capital exactly as in the case of an agency account. Further
capital is supplied by loans from the Rangoon office at some agreed
amount, not exceeding two annas, above the “ current rate” of interest
(nadappu walli, paragraph 502). The capital so supplied is subject to
the magamar charge (described in paragraph 439) of a quarter-anpa
per Rs. 100, the amounnt 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 the Rangoon office, from which the
loans are taken, is supplied by the proprietors, and generally very littlle
other working capital is used by businesses with capital arranged on
this basis. about 1wo-thirds of the working capital of these agencies is
supplied by the proprietors. In some cases a small amount of sanlka

_ thavanal panawm is given, so that the arrangement comes to resemble in
=ome degree that of an agency account. -

485. Advances from Joint.-stock Banks.--'rhc joint-stock
banks make advances to Chettiars in Rangoon in three forms knewn
respectively as loans, cash-credits and overdrafts, the term ** cash-credit ™
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being a misnomer as is explained in paragraph 487 for a parti-
cular class of overdrafts.© The total amouni 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, Lloyds 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 up about 2 millions more between them, The Hongkong-Shanghai
Bank and the Yokohama Specie Bank 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 15 millions, Mandalay
0’3 millions, Bassein 0'3 millions, Akyab 0'2 millions, Myingyan
little or none; total 3 millions. The grand total of advances
from banks for ali Burma is thus rather under. 40 millions ; but since,
as we explain below, the overdrafis 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 Imperial bank, for instance, recalls all loans
in' June and leaves only the overdrafts (including the “ cash-credits ")
outstanding. Thus 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 cent at
different times of the year. The largest total amount up to which one
firm’s signature is accepted by any one bank is said to be six handred
thousand rupees, including signatures for the loans described in para-
graph 486 and for all bills discounied. 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 another 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 gencrally
Rs. 25,000 ; but some notes are for larger values than these. The
usual form of the promissory-note is a2 promise by the second firm to
pay the amount of the note to the borrower at the bank ; the borrower
endorses the note in favonr of the bank t and gives half the money to
the other firm in accordance with a private arrangement of which the

* All numbers in this paragraph are estimates by our Cheitiar member,
T A copy of one of these notes is given as the second example in paragraph 332,
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bank bas no cognisance. The Chettiars would prefer to sign notes
-individually for half the amount in favour of the bank and get one other
to sign each note as guarantor. Although the note is payable on demand
there is an understanding that the bank will demand payment of
principal and interest at the end of an arranged period (which is
frequently three months) and not before, except at the National Bank
of India which collects the interest and requires renewal of the note
every month, In Rangoon the Imperial Bank charges generally 1’5 to
2 per cent perannum above bank-rate for interest, while other banks
generally charge from 2 to 3 per cent per annum above bank-rate.
The banks outside Rangoon charge one-half per cent per annum rore
than the banks in Rangoon. In all these cases the rate of interest is
fixed once fer all when the loan is arranged ; it does not fluctuate with
the bank-rate during 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-called- * cashecredits™ and are ordinarily limited to
Rs. 100,000 for any one 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 ® of Rs. 50,000 requires honse-property worth
Rs. 100,000 and generally two promissory-notes each of which needs a
guarantor, The guarantor of a cash-credit signs an elaborate contract
of guarantee. Other banks generally divide the borrowers into three
classes A, B and C and allow maximum overdrafts of fifty, thirty and
twenty thousand respectively to members of these classes on the security
of a promissory-note payable on demand and signed by the borrower
and one guarantor or joint borrower, who must generally be of the same
class A, B or C as the principal borrower or of superior class. The
maxima apply to the total for which a irm may sign in any way either
as principal or as guarantor; but some banks allow some firms more
than Rs. 50,000. A second document, called by the Chettiars an
agreement, is also signed by the borrower and given to the bank ; but it
is merely a declaration, in the form of a letier addressed to the bank,
that the borrower will remain liable on the promissory-note ' notwith-
standing the fact that by payments made into the accoant of the
Overdraft from time to time, the Overdraft may from time to tme be
reduced or extinguished or even that the balance of the said account
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 ont
. of a well-known legal principle and it is in common use by the banks
in many other classes of their transactions, Usually the rate of interest
on a Chettinr overdraft at the Imperial Bank (which advances the largest
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total) is 13 to 2 per cent above the current bauk-tate ; other banks
sometimes charge the same as the Imperial Bank, but generally take one-
half or one per cent more. At branches outside Rangoon the rate is 0'S.
per cent per annmm above the rate at the Rangoon effice. Interest is
payable on the daily balance outstanding, with monthly rests and with
a minimum for each month equal to the interest for ten, twelve or
fourteen days upon the maximum arranged for the overdraft. The
Chettiars take care to wse an overdraft in every month to the extent
that will incur, at the agreed rate of interest,the minimum amount of
interest for the month, and generally let the rest remain undeawn as
a reserve for hiquid resources. Thus enly about four to five million
rupees are outstanding at any one time and only a negligible proportion
of the vorking capital is provided by these loans. In fact the provision
of working capital in this way is merely an aceident doe to making this
way of providing liguid resources as economical as possible.

488. In Madras the advances by the banks are made alinost entirely
by way of loan, only about half a million rupees of a total of about 13
millions being made by overdraft. The Imperial Bank advances about
6 millions, the Indian Bank nearly 7 millions ; the advances by other
banks are very small.. The Imperial Bank charges interest for either
loans or overdrafts at one per cent above the bank-rate; the Indianm
Bank charges 1} per cemt above the bank-rate in the busy season, % to
1 per cent above the bank-rate in the slack season. It will be noticed
that the Imperial Bank’s rate is one per cent less than it charges in *
Rangoon. The Chettiars are unable however to get more of their foans
in Madras s0 as to save this one per cent ; overdrafts must be {aken
near at hand in Rangoon because they have to serve for liquid
resource. . ’

489, Deposits by Non-Chettiars.——A few deposits are received
from non-Chettiars in most large centr s, but the amount & negligible
everywhere outside the four towas of Rangoon Moulmein Bassein and
" Mandatay, and in many of the smaller centres there are no deposits by
non-Chettiars at aH.  Even in Moulmein Bassein and Mandalay the
deposits are not large, and the total of all deposits beld by Burma
Chettiars outside Rangoon is estimated at 7 million rupees, while the
total for Rangoon is estimated at 50 millions, The total of 57 millions .
forms roughly 60 per cent of the tetal working capital supplied by non-
Chettiars, most of the remainder being supplied by advances from
the banks. Non-Chettiar deposits also form about 8 per cent of
the total working capital of the Chettiars. Some Chettiars decline to
accert deposits because in their localities they could anly get deposits
on current account, and they do not want the responsibilities and trouble
which these entail. Many who would be willing to accept deposits get
none offered to them. In some Rangoon businesses which get deposits.
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from non-Chettiars as much as 20 per cent of the total working capital

may be derived from deposits by non-Chettiars, but the preportion is
generally much smaller.

© 490, The marginal! table shows in millions of rupees the amount of

working capital estimated to be

— pimd_ Demand] Total, Obtained in Burma by deposits

from.non-Chettiars (excluding

Rangoon 40 10 50 advances from banks) and
Elsewhere | 4 3 7 divides it between fixed
Burima 7] 3 | 57 deposits and déposits repayable

on demand, including in the
{atter description the two kinds of deposits described in the next pard-
graph. Fixed deposil in Burma always means a deposit made for Some
definite period, whether the depusit is made witli a Chettiar or with a
bank worked on western lines. The Chettiar names for a cutrént
account and a fixed deposit account are kalka kanakkn and fived deposit
respectively. .
491. The Chettiars make a distinction bLelween demand deposits
and deposits on current account. The latter class can have money
added to them or withdrawn at the will of the depositor; demand
duposits are subject to an undertaking to repay any part or the whole
whenever the depositor demands it, but no additions to the account are
to be made. In practice this rule about additions to demand deposits
is natdirally not complied with rigidly, and there seems ic be little
practical differeice between demand deposits and current account
deposits save that cheque.books are not given for demand deposits,
Non-Chettinr depositors of demand deposits are genenalty lawyers and
other professional men ; those of current accounts are almost énticely
traders and shop-keepers. Receipis are sometimes given for demand
depusits and may or may not bear a receipt-stamp ; in some cases a
demand promissory-note is given instead. Sometimes the same is done
{or deposits on current account : but usually a pass-book is given to the
depositor and all further deposits and all withdrawals are noted in it.
Somas customers make the entries in the pass-book themselves and send
it to the Chettiar by a messenger  the entry institucts the Chettiar as
to what he is required to do and he initials it after complying. Interest
on non-Chettiar current accounts is reckoned on the daily balance #dnd
is pald at intervals of six months ; the rate is generally hatf an anna to
two annas per cent per mensem below the Chettiar “ current rate ™
~ {paragraph 502) and accordingly ranges as a rule from S to 11 per
cent per annum, varying monthly throughout the yvear and from year to
year in necordnnce with the variations of the “current rate.” The
relation (0 the “current rate ™ is a matter of amrangement for each
account.  Large firms genernlly pay lower u&tm than sanall firms.
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492. In the larger towns cheque forms, resembling closely the cheque
forms of European banks, are supplied for payment {o third parties. A
few days notice is expected w hen 2 cheque is to be presented for a sum
which is unusually large for the particular client. The general practice
however is that, like kanda maru nal hundis,® all cheques 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 the morning or afternoon of next day according as the first
" presentation was in the morning or afternoon ; payment is made at
once on the second presentation. This practice is a device of the
Chettiars to avoid the expense of maintaining liquid resources; they
like to haveall their capital actively employed and not merely waiting
in the till to meet contigencies.” The reason given for the custom by
the Chettiags is that many of the depositors are traders who overdraw
their accounts during the day and only make up the balance al the close
-of 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 wishes
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 marked 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 nse no ink but press the
device into the substance of the paper have been adopted by some
Chinese cusiomers. 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 ¢urrent account wishes to withdraw
money from it he does not generally write a cheque payable to himself
but either writes a memorandam 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 throngh the Imperial Bank of
India. Apart from this there is nothing corresponding to a system of

* See paragraph 374.
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Jearing for cheques drawn upon Chettiars. These are sometimes paid
n to the banks worked on western lines, and are then sent to the Chettiar
or payment in cash, the bank making a small charge to its customer
‘or the trouble. It is said that cheques upon Chettiars are never
wwossedl. Endorsements of chegues are recognised in'the ordinary
Wiy, .
495. In approved cases depositors on current account are allowed .
msecured overdraits, that is to say they are allowed (provided they
have arranged the matter with thc Chettiar beforehand) to withdraw
more thaa they have deposited, are not not required to give
security on this acconat, are able to pay in money whenever they please
and are charged interest only on the daily outstanding. The rate of
interest charged varies from half an anna to four annas per cemt 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
common way of obtaining such deposits. Until about ten years ago-
nearly all deposits by non-Chettiars were on current account although
about 30to 40 per cent of them were made by customers who made no
withdrawals or, even if they had cheque-books, could be relied upon to
give notice. A few non-Chettiars were allowed to make the two-
monthly fixed deposits known as thavanat deposits and described below
in dealing with deposits by Chettiars ; that practice still continues on a
small scale. The number of other fixed deposits was still small until
about two years ago (1928) when some of the larger firms. on account of
the responsibility for maintaining liquid resources for current accounts,.-
begun first to exercise more care in the selection of depositors and
generally to arrange for money on current account to form a rather
smaller pact of their working capital. With this object in view they
began to take fixed deposits from non-Chettiars for 3, 6 or 12 months
-either at a fixed rate of interest or at a fluctuating rate one anna or two
|aunas below the * current rate” (nadappu vatli, described in paragraph
502). Since the crisis which occurred in Chettiar business last year
(August 1929) many fArms have followed this example, some of the
smaller ones paying interest at half an anna or one anna above the
‘current rate.  These deposits are hxed deposits in the same sense as
ace Axed deposits in European banks in Indin, namely deposits repay-
able on a date fixed at the time of depositing ; but in practice withdrawal
before expiry of the period is oiten allowed without any penalty, interest
being 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
still to elapse before the payment becomes due.  Apparently 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 has
been three months, and fixed rates have been more popular than the



( 222 )

fluctuating rates. Fixed rates are generally from 7 to 10 per cent per
annum, the biggest firms paying 6 to 9 per cent but not getting moch -
money in this way. The ~depositors of fixed deposits are generally
lawyers with some doctors and landholders and a few others. Some
firms give for fixed deposits a receipt in a form similar to that ysed by
European banks ; but most give a promissory-note payable on demand.

) 497. Some Chettiars, beth in Rangoon and outside, borrow either
" on veyan valti (see paragraph 500) or at fixed rates from Marwari
Multani and Gujerati bankers. In this way they are often able to
obtain funds at reduced rates of interest for convenient periods.
In some cases there-may be an advantage in the fact that such °
‘horrowings do not readily become known to other Chettiars.

Y

498. Deposits by Chettiars.—The total amount of deposits by
Chettiars 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
.collectively as thanathu maral panam (which means literally “ money
through self ) because they come to the business through the
proprietors. An example of thanathu maral panam is the dowry of a
partuer’s son’s wife deposited, as is customary in an undivided family,
with the firm; another example is the salary and bonns duetoa
partner’s son in an undivided family for assisting in the business ; still
.anofher is money given to a partner for 3 deposit by a friend who has
no wish to carry on 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 thavanai ® deposits ; but in the last ten years, as
the Tesult of better edncation, many Chettiars have recognised that they
.can get a better return for their money by depositing on veyan satti T,
These two forms of deposits will now be described. There are no
Chettiar deposits payable on demand besides the call-money described
later in this chapter.

499, Thavanai Deposits.—Thavanas® deposits are a class of
two-monthly fixed deposits which has existed for a very long time, and. as
stated above 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 the rate of interest also there is a standard in the (haranai rate,
fived by the general body of Rangoon Chettiars, and described in para-
graph 506 ; the interest on any particular deposit is arranged as equal to
or so much Iess than that rate. Most fhavanai depositors are still
Chettiars ; in fact there are only a few such deposits by non-Chettiars.

* Thavamai =period. ¥ Veyan madditional ; Valli »interest.
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Chettiar depositors are gi\;en as a rule the full fhavarnai rate of interest,
but non-Chettiars get a rate one anna or twoe annas lower. Outside

Rangoon a rate half an anna above the /largnai rate is sometimes paid
for two-month deposits because it still works ont mere economically than
_-other ways of raising capital : sometimes the smaller firms in Rangoon
‘too pay Chettiar depositors as much as half-an-anna above the fhavanai
rate. A higher'tate than this is never paid. The rate-of interest does
not fuctuate with -the thavanai rate during the two-months of a deposit;
it remains throoghout the period as fixed in relation to the thavanai
rate of the first day. Most deposits are continyally remewed for years
. on end, the interest being added to the principal at each renewal,
" although both pnncxpaI and interest may be drawn at the expiry of a
“ twa-monthly period if the depositor wishes to have them. Whena
deposit is repewed, the thayanai rate of the day of renewal applies
instead of that of the expirifg deposit, the same retation between the *
thavanai rate and the vate for the particular deposit still holding good.
- }f repayment of & depasit is asked for before the period expires it will
. genecally be given, the interest to date being reduced as vsual by the
proper discount corresponding to the period that ought to elapse before
its payment. Generally an on-demand promissory-note is given to the
depositor as evidence of his deposit ; 2 common form of such a note
runs as follows : “ 1 promise to pay to {name) on demand the sum of
Rs.. .. .. . bearing interest at 1 anna less than the Chettiar thavanai
rate prevailing in Rangoon.” There is however an wunderstanding
between the parties that the terms of the deposit are the conventional
terma of a thavanai deposit as described above. Since deposits of this
«lass are only taken from Chettiars and other people of well-known
integrity, the Chettiars think no risk is attached 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 shounld seek the aid of a court to assert
his claim when the full period is only two months ; the Chettiars are
‘therefore justified in accepting this risk and so saving the stamp-duty
that would have to be paid if the period were stated in the promissory

note. The payment of a fresh stamp-duty on every two-monthly |
renewal wonld be prohibitive.

500. Veyan vatti *.—Fevan ratti deposits are fixed deposits at
a fluctuating rate of interest described by its excess in annas per Rs. 100
per menseny abave current rate (or sometimes thovanas rate). For
example : muncy lent at a seyan valls rate of two aunas would carmn 13
annas per Rs. 100 per mensem while the current rate is 11 annas,
and would begin to ¢arn 14 annas per (Rs 100 per mensem if the
Lurrend rute were raised to 12 annas. The amount of the addiuanal

* Flivews = period 1 Vevan=additional § Relh ~interest,
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. .
interest is fixed by bargaining and increases as the period of the
advance diminishes; e.g, the wveyan wvalli rate of an advance for 12
months may be 2 annas, while for 6 months it might be 3 annas, for 4
months 4 annas, for 2 or 3 months 5 annas. All these rates may how-
ever be as low as 1% 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 on veyan valli arranges
with a Chettiar in Rangoon to be his agent to make the deposit for him,

+ and he pays the agent a commission 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 annas 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, no
commission is charged but only out-of-pocket expenses. The usual
periods for zeyan vatti 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 2
annas (or as the rate may be) more than the Rangoon Chettiar current
rate. The depositor receives at the same time a “memo” signed by
the Chettiar receiving the deposit and expressed in the following terms:—

I have agreed with you thi§ day to pay after six months with
veyan wvaili the sum of ..., ... ‘which I have borrowed

from you by demand promissory-note dated this 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 systens

works satisfacterily.

501.. Standardised Rates of Interest.—There are two rates-
of interest which are fixed from time to time by the Chettiar community
and vsed as the basis of all transactions between Chettiars which
involve the payment of interest. They are known as nadappu valti (or
“ current rate "*) and (havanai valti (or thavanai 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 veyan valti explained in the paragraphs immediately preceding
this is on a different footing; veyan valli is not a standardised rate but
only an addition made in certain cases to one or other of the standard.
ised rates, generally the nadappu valti.

502. Current-rate.—The nadappu vaiti or ** current rate”® of Kan-
goon is the basic rate of interest for most traasactions 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

* Current rate is the term used by the Chettiars when talking English,
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the rates paid by most agents ta their principals for the working capital
supplied by the latter, the rates charged to firms outside Rangoon for
Joans from Rangoon, the rates (vevan vail:) paid upon the larger class of
deposits by Chettiars other thap banking firms, and the rates far at
deposits op current account, whether made by Chettiars or by non-
Chettiars. It is fixed in the evening of the 16th of every Tamil month®
at a meeting held at 9 p.m. in the Chettiar temple at Rangoon, and it
holds good for all the current Chettiar moath including the sixteen days
already passed. At this meeting the lacal heads of all Chettiar firms in
Rangoon may attend if they wish; those who lend to Chettiar firms
outside Rangoon are the most deeply interested and always try to
attend, while the trustees af the temple are bound to attend if they can.
Both principals and agents attend, but a principal who has an agent for
his Rangoon business generally leaves the attendance to 'the agent.
The meeting discusses the general financial sitoation, and fixes the
current rate for the current month in accordance with this, taking into
account the current pitch and tendency of the jhavanai rate (paragraph
506}, the rates current amongst the Marwaris Multanis and Gujeratis
and the rates for advances by the joint-stock banks to Chettiars. As
every firm has both income and expenses determined largely by this
rate, great care is taken to fix the rate according to the needs of the
situation. But for the first sixteen days of the month, before the rate
is fixed, there is a general consensus of opinion as to the rate that wil}
be fixed, the weekly adjustment of thavanai rate and the discussions
incidental to that adjustment being sufficient guide. The current rate
is expressed as & certain amount per Rs. 100 per mensem, and as a
matter of cnstom (since 1920) is not raised above one rupee or reduced
below eight annas without the approval of a meeting specially convened
with a warning of the importance of the occasion. [t is said also that the
current rate should not be raised by more than one anng at a time.
Places outside Rangoon have a current tate of their own; it is not fixed
locally but stands always at one anna above the Rangoon current rate ¢xcept
in Mandalay and a few other places where the difference is hali-an-anna.

503. A statement showing the Rangoon current rate for every month
for about 35 years is given in the second volume of this report. Itis
generally at its highest in January and February and at its lowest in
Aungust ta October. In each of the four years 1926-29 its maximom
was equal to aboat 1Q per cent. per annum, while {n each of three years
before that the maximum was about 11§. In the four years 1925-28
the minimum was 6, in 1929 it was nearly 7 and in 1922-2% it varied
from 6} to 7§. Usually it is between 2 and 3 per cent above

* Chettiars use the ordinary Tawmil calendar. The months vary from 29 to 32
davs in keagth, and avree closely with the months of the European calendar; as the
year is of the same length as in the European calendar each Tamil month thus corres-

ponds always to the sane Kuropean month. The first day of 3 Tamil month comes
always between the 13th and 18th of the corresponding European wonih.

15
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bank rate ¥; but this difference is sometinies 4 when the rates are high and
as little as 1 or 1} when they-are low. The highest rate in our record
for 35 yearsis 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, 109 and 11'S annas in order. Itis
instructive {o set cut the averages 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. | Rate. | Year. | Rate. the. last year of the decade_for
which the average shown against
j it has been calculated, and the
190‘1’ 191(1) }Zg ‘92‘1’ :gg average rate is shown as the
2 : 2} 142 21 139 number of annas per Rs. 100 per

i 168 3 };’g g i;’g annum. In this table the annual
s 173 5| 123 5| 142 variations are smoothed out to
6| 171 6§ 125 61 141 some extent, and it appears that
1) 3] %) 1] 3% it is not possible to say there
91 161 91 131 91 138 hasbeen any continual tendency

to fall or risein 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
low averages in the decades 1913.24 to 1910-19 are due to the Iow
average rate of 1915. The general trend of the rate seems to have been
nearly level.

505. The ordinary fuctuations during a year are shown by the ,

inal table which gives
A 1925.29, marginal
verage for the Tamil month

beginning near the middle
ot the English month
shown the average rate in .

Months, As. P. Months. As. P.

Janmary ... | 13 8] July 8 7 .

-f‘eb,c:”y g 4c; gugmbﬂ_“ g z that month during the five
ar eptember 8 8 wyears 1925-29. It is a

April we] 12 1] October ...| .9 10 =, .

May ool 11 4] November .. | 1011 little unusual however for

Jume .| 10 2] December ... | 12 0 ¢he August rate {o be less

- ] than the July rate.

- ® That is the rate at which the lmperial Bank of India ad :
securities of the Government of India. vances money against

T
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506. Thavanai Rate.—~Before 1920 the thavanai rate was the
subject of a great deal of speculation and sometimes was made to change
" to suit the interests of speculators. But since 1920, it has been fixed in-a
systemalic way every Suaday evening at 9 ¢’clock by a2 meeting in the
Rangoon temple, subject to modification during the week in case that is
generally desired by the community. The right to take part in fixing
the rate on Sundays is the same as for fixing the “ current rate”
{nadappu vatli); but generally the decision is a foregone conclusion, and,
unless the rate is standing particularly high or low or an abrupt change
is expected, few attend the meeting, and sometimes another persan has
10 be called to make up the quorum of three required for the fixing,
Like the current rate the thavanasi rate is fixed as some amount per
Rs. 100 per mensem. It is not fixed according to the current rate ; in
€act the relationship is the other way about, the course of the thavanai
rate being a consideration when fixing the current rate. As both rates
follow the general financial conditions they naturally tend to move
together. The thavanrai rate is rarely reduced unless the current rate
has fallea or is likely to fall. There is a tradition that the thavanai 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 half-an-anna (per Rs. 100 per mensem) below the current rate.
. 507. Although the tharanai 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 appropriate to the general Anancial 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
restrained 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.

508. A statement showing the changes of the thavanai rate for the
last 35 years is given in the second volume of this report. Comparison
with the table of current rates (also given there) shows that the two rates
do move together, and that although the thavanai rate is often half-an-
anna below the current rate it is often equal to it for a short period.
QOn the 17th July 1928, the thavarai rate was actually fixed at ten annas
although the curreant rate had been fixed at nine annas only one day
before. This illustrated the tendency of the thavanai rate to move less
abruptly than the current rate, the latter having dropped suddenly on
this occasion. '

509. Although the thavanai rate is often less than the current rate,
there is little if any diffierence in the amounts of interest paid for equal
deposits at the same amount below these two rates. The deposit at
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(say) one anna below current rate may often earn at a higher rate than
the other at one annd below thavanai rate ; but for the former interest
is compounded only once in six months, while for the Iatter this occurs
every two months and the increase of the principal compensates for the
difference of interest-rates. '

510. Interlendings.—Any firm haviag 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
ot twd. Ewvery firm makes such deposits from time to time and receives
them from time to time. There is at all ordinary times a fair amount
of money thus fAoating in the market ; some of it consists of the mini-
mum drawings against bank overdrafts ; interest on them has to be paid
éven if the money is not taken, so uses for it may as well be found.
The deposits differ from ordinary current account deposits because the
depositor asks the receiver to accept them or responds to ihe receiver’s
enquiry for them. When lender and borrower are both in Rangoon
interest is at current rate; whereas ordinary current accounts, whose
depositors have the right to pay in moneys as they will, have a rate less
than this. Repayments are made strictly on demand during the
business hours of the banks. A demand after the banks are closed for
the day can be postponed, if desired, 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 half-an-hour or so while meney is obtained from
4 bank. No document of any kind is given for the deposits ; they
are recorded in the books of the parties, who compare notes every
Sunday to verify that their accounts are in agreement. The Chettiars
describe these deposits as being on nadappu kanakku, which may be
compared with nadappu vaili, the name for “ current rate”; kanakiu
means " account ”, while vafti means * interest.”

511, The lending of call-money is not confined to Rangoon; some
is lent by Burma Chettiars to Chettiars abroad, and some is lent by
those abroad to Burma. Some ia lent also between different towns in
Burma. Sometimes there is a standing arrangement between two firms
in different countries for the mutual lending of call-money. The useful-
ness of such an arrangement ariges, for example, when the slack season
in one country comes and capital would otherwise lieidle there or
earn very little. Sometimes one firm acts as agent in Rangoon to

_collect 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 Rs. 100 per mensem above the current rate of the lender's
locahty, although 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 by any one Chettiar firm to
another is lent with vevan vaili, the principal example of this being the
money lent by Rangoon firms {0 supplement the capital of district
firms; but generally in such cases the zzyan vatli rate does not
exceed bwo annas. Even capital supplied by Rangoon offices to the
district offices of the same firm is ¢harged for on these terms. Al
these transactions are reckoned it when determining the amouat on

which the magamai charge oi a quarter-aona per Rs 100, described
earlier in this chapter, bas 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 deposits: in addition there is the need to have cash available when
a profitable opportunity of lending arises and especially when a regular
customer, relying upon the Chettiar for his finance, applies for an
advauce, Those Chettiars who neither receive deposits payable on
demand nor do hundi business have only the last need apart from
payments on fixed deposits; for these last they have always ample notice,
The custom is to pay as much as possible into a bank every night and
to take out next morning as little as seems indispensable for the day’s
transactions. This is supplemented each day by the receipts from
traders and others who have advances; such receipts in Rangoon are
said to amount to 1% to 2 million rupees per day all the year
round. In case more cash is required it is obtained by drawing against.
current acvounts or overdrafts at the bank or by borrowing from other
firms, taking either ¢all-money or loans on peyan ralli according to
circumstances. Family connections of the proprietors may be of
assistanve occasionally in borrowing from other firms. With the
advantage of having a day's notice for payment of most cheques and
hiundis, the ordinary demands of everyday business with occasional
intensification without crisis conditions, can thus be met. But no
provision is made for times of special stress. If only one or two firms
felt siress but were sound, the others might help them carry over ; but
if a considerable number were affected this could not be done. Apart
from the cash resources here described the Rangoon Chettiars have no
Hquid resources in Rangoon. A small amount of unredeemed gold
pledges are sometimes available and can be sold or pledged ; gold
pledges for current loans too can sometimes be repledged tempor-
arily; but no large amount of cash can be made available in {his way,
and, as much inconvenience would be attachel to it, this méthod is not
used. If a Chettiar's rescurces through his current account and
bank overdraft and borrowings from other Chettiars are insufficient. he
has for his only further resource the power of the principalsin
Madms to draw upon Chettiats and banks outside Burma, either in
Madras or in one of the other countries where they carty on bysiness.



{ 230 )

All this can be arranged by telegram within a short time: but we do not
think any considerable assistance would be obtainable in this way ata
time when there was stress and contraction of credit in Burma,

. 514. In Mandalay Moulmein and Bassein, where alone (outside
Rangoon) deposits dre considerable, the problem of maintaining
liguid resources resembles the same problem in Rangoon, the local
branches of the Imperial Bank and the 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 drai upon other Chettlars in Rangoon.

515. In other places outside Rangoon, deposits trepayable on
demand being small, the Chettiars’ requirements of cash are measured
chxeﬂy 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 money 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
tréasury and currency system of transfers or through the Imperial
Bank. 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 i in the same town, to get time to bring 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 clerks visit
shopkeepers, moneylenders and others likely to have a little idle cash .
and borrow it or persuade them to pay something to the Chettiars on
their accounts; in this way the Chettiars are able to make up a
considerable sum even if each contribution is small. Sometimes a
trader is willing to accept for cash an undial {(demand hundi) 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
temborarily sometimes. Moreover some district Chettiars have
occasionally a smallstock of gold kept for sale. If the proprictors of
the firm bave 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 have uitimately the same resource abroad as the

-Rangoon Chettiars have.

516. The provision thus seems to be sufficient to meet the fuctuations
of the demand for cash at ordinary times, but to be lacking in case of
any specially . 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 these 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 4re available on which borrowing power is
assured; in caseof a restriction of credit this 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 Chettiars is likely to fail many
firms in times of stress, .

517. The marginal table shows the amount of the deposits with

the Chettiars as estimated earlier in
Depositor. Millions. this chapter. Of the 13 millions
- of demand deposits 10 millions are
Demand deposits — ~ held in Rangoon, 3 millions outside.
Allby non-Chettiars 13 The figures for fixed . deposits
Fixed deposits :— include those for 3, 6 or 12
By non-Chettiars 4“4 months as well as the two-monthly

By Chethars 115 . .
‘ deposits on thavanas terms. Most
Total 172 of the deposits by Chettiars and

_ many others are constantly renewed
in ordinary times; but if suspicion arises as to the 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, although the general body of non-Chettiar
depositors might be uneasy, the Chettiars as a body might be undis-
turbed and meet the occasion by some mutual accommodation by
individual firms in the general interest.

51R. With the exception of our Chettiar member we are of opinion
therefore that the provision of liquid resources is insufficient, and that
the Chettiars ought to make more provision in some way less likely to
become useless in a crisis.  The recognised way is of course investment
in the securitiecs of Government and suitable local authorities ; some
provision is already paade in this way, but it is inadequate even for the
few firms that make it. If bills discounted by Chettiars were drawn as
genuine trade-bills instead of finance bills, and local banks were esta-
blished as we shall propose later, the Chettiars would be able to obtain
further cash resources by re-discounting trade-bills with those banks.
But still some ifurther provision in the standard form of government
securities is necessary if the Chettiars are to carry on banking with
demand deposits satisfactorily. We understand that in fact the
Chettiar holding ¢f government paper has been increasing lately.

519. The custom of paying cheqnes and hondis on thé 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 mddern form
- at least the system of current accounts opérated upon by cheques paid
instantly on presentation is of European origin, and its use is especially
developed in the United Kinggdom and its colonies and in the United Stutes
of America. Inother couniries cheques are not used to anything like the
same extent. There is possibly some racial quality that plays a part in
fitaking the system »cceptable ; we maost not without reflection press the
European tradition of ifstant payments upon Indians and Burmans—
these must ¢xpress themselves in customs developed in acoordance with
the naturés resulting from their history and traditions,. The custom of
paying after a day is probably related to the communal spirit of an
Indian village, where the general village life and the practices of each
occapational groap had to adapt themselves to each other; one
aspect of this was that the moneylender was not expected to press his
claims when harvests were bad, and in return the exigency of claims
upon Liim had to be moderated. Up to a point a custom of payment on
the day after cliiming can work, and in fact it is working now. But
even with these considerations in mind it is difficult to see how the
costom can work in 4 highly organised commercial community or
amongst a people in closé financial intercourse with such a community ; .
it seems inevitable that the custom will set up a barrier to the continued
development of that intércourse. If the_ custom of paying cheques
strictly on demand grows up, the Chettiars may still be able to meet
@veryday demands with the aid of the banks ; but besides holding the
ittvesttents we have advocated above they will probably need to keep
larger cash balances, and these inay require further precaptions against
fire atd theft.
520. 1t seems possible that a iiew kind of instroment differing from
a cheque in being payable on the day after presentation nright be
deweioped. As the Negotiable Instroments Act defines n cheque as a
bill of exchange drawn o a specified banker and ned expressed to be
payablé ptherwise than on demand, the documents nsed now as Chettiar
cheques are cheques withia the defiition.  But the Cheitiar name of the
banker implies that payment wiil only be made one day after demand, and
accordingly the documents might be said to be expressed to be payabie
after one day, and a quilifying adjective before the word thegne, or an
entirely different name svems to be needed, for them. H the dejay of
one day is expressed in these pew documents the First Schedule to the
Stamp Act will have o be amended so that they may be oa the same
footing as true cheques with respect to stamp-duty.

521. Advances.— Loaas are given to finance agriculture, in the
form of crop-loans and long-term loans, to finance trade and industry
and also for private affairs such as marriages, funerals and religions cere-

onics, and for household expenses. There &in addition a considerable



{ 238 )

amoint bf money tent to other moneylenders to enable them to ecarty
on their busingss. Loans to agricultarists form two-thirds of the
Chettiars' business; but Chettiars finarice hlso shopkeepers traders
and all classes, using any profitible outlet for their money -which is
offered them. Some accounts of loans to these classes have already
been given in Chapters IV to X.- The Chettiars deal with all races and
classes on equal terms, and the conditions of their loans are not
determined by the purpose of the loan or the kind of borrower, but
rather by the securily for the loan and the profit it offers. This
veadiness to lend has in fact been carried in the past to undue®™
dengths, as has been noted in Chapter 1V ; in failing to discriminite
amonyst purposes of loans and to control the application of loans
10 the purposes for which they weré granted, the Chettiars contri-
buted much to the increasé of indebtedness in Lower Burma. It is
still to be wished that, while continuing to treat all rices and all classes
on equal terms, the Chettiars would practice this discriminatioh and
control. Complaints have been made by Burmatis occasionally that
Chettiars favour Indian borrowers ; but there appear to be no grounds
for the complaint. One aspect of the readinéss to lend is the facility
and celerity with which loans are arranged even by the most unsophis-
ticated borrowers 1 the time elapsing from the first application for a
mortgage-loan of three or foar thousand rupees until the document is
executed and the loan paid over is often not more than an hour. It is
hardly possible for any other lenders to compete with the Chettiars in
this respact { but a little sacrifice on this head is worth making to get
<ontrol of the use of loans and to ivestigate security. It is to be noted
however that Chettiars do hot lend to aW applicant who is not well-

known to them nnless he is properly introduced or yives good creden-
tials. :

522. Security for Advances.—Louans are sometimes given to
well-known persons on simple on-demand promissory-notes, and are
commonly given so to customers who already have a long-teryy foan
account and are requiring crop-loans. Promissory-notes are also used as
explained in Chapter VI to secure parts of loag-term loans principally
secured by mortiages. But for most loans security is required, and the
comunonest forms are land, houses, gold and jewellery, paddy and
other produce. Standing crops, government secorities, stocks and
shares, launches, motor-cars and other conveyances are some of the
less common forms. When gold ar jewellery §s pledged 32 “chit™ is
given by the banker ; the chit is an acknowledgment of receipt of the
propecty. ' When paddy or other prodoce is pledged the Chettiar alooe
hus the key of one lock of the godovwn in which it is stored and he keeps
a watchwan there nt the expense of the borrower. Gold is the most
acoeptable of the securities mentioned becanse it is usually easily
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saleable; but gold is usually not available in sufficient value to cover
large loans, for which a simple mortgage of land and 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 without a land-holder's
title or its equivalent, land is not used much as security. Jis chief
defect is uncertainly as to title, and there is no doubt much scope for
dishonest practices in creating second and third mortgages withoot 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 rigorons an enquiry were made. In
the long run however both the borrowers and the Chettidrs 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 precantions, 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 years ago, when settlers on new land in the delta were
encouraged to borrow, shows a large advance. Burman borrowers will
inevitably complain, if Chettiars demand title-deeds, that Chettiars are
less ready to help them than formerly ; but in the long run the
borrowers will benefit by the practice.

524, Rates of Interest.—Some information as to the rates
of interest on loans of varions kinds has already been given in
Chapters V to X. The rate for any particular loan does not generally
depend upon the purpose of the loan, bat, subject to the effects of
competition amongst lenders and agreements amongst them as to
minimum 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 locans under Rs, 100, naturally have
particularly high rates ; large loans, say above Rs. 5,000, get lower rates
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than loans of moderate amount. In Rangoorn the rate for a loan above
Rs. 5,000 is not generally fixed absolutely, but is fixed in relation to the
* current rate ', and the same plah is sometimes followed in the other
ports and Mandalay ; some loans to land-owners however are still given

with fixed rites 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 avérage of the current rate in Rangoon
as 11 annas 11 pies this gives 4 rate varying from 10’5 to 12°75 per cent

perannum. The rateis 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 B8 annas 2 pies respectively the borrowers-
who pay a 2 anna excess get in those nionths rates of 11°8 and 7'6 per-
cent. per annum, while for those who pay 5 annas excess these annual
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

Rangcon and occasionally in Mandalay and the other ports the rates
generally charged are as follows, all being stated as percentages per-
month. 'With gold security the rate for loans above Rs. 250 or so is1'25

to 1'75 ; with land the range is the same but generally the rateis 0125
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 1'50. With hounse property

in a large town or paddy in a godown as secority the rate is 1'5 to 2°0-
for loans up to Rs. 5,000 and 1700 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 rater are as follows: 20 to 2'S for loans below Rs. 100; 1'S to
2°0 for larger loans up to Rs. 500 : 1375 to 1'75 for still larger loans up

to Rs. 5,000 ; over Rs. 5,000 rates are as for secured loans. Al statements:
of rates of interest in this paragraph are subject to the qualification

that outside Rangoon a rate less than 1'25 is rare for all kinds of loans.
ot whatever amount. ‘

525. In Rangoon and sometimes in the other ports and in Mandalay,
and often in other places for Indian borrowers, these monthly rates are-
for the months of the European calendar ; but generally they are for the
Burmese months which have only 28 or 29 days, so that an ordinary year
isonlyabout 352 days. One witness in particular has complained of this,
and has asked that Chettiars should be compelled to charge according to-
the months of the European calendar. It is however clear that Burmese
months are generally the only practicable periods to be used in rural
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places ; and it-is probable that the use of the longer months wouid be
-accompanied by 4n addition of an anma to the rite, so thai there would
-be no real reduction of interest but rather a slight increase.

526. The rate of interest is partly determined by competition,
amongst lenders, as is to be expected and is illustrated by the snccess of
Burman mouey-lenders in the Taungtha and Natogyi townships of
Myingyan district in excluding the Chettiars. This was reported by
two of us who in 4 special survey collected the information whish is
given int the second volume of this report about financial conditions in
Myingyan. When the Chettiars attempted to start busipess in
Natogyi the Ibcal Burmese lenders, whose usual rates of interest were

-and are from Rs. 2.5 to Rs. 3-5, combined in an agreement toreduce the
tates, and the Chettiars withdrew. The Chettiars say there is healthy
-competition amongst the Chettiars themselves with respect to rates of
. Taterest, and this is true fo some extent. It is also true that when
Chettiars first began doing business in any locality the prevailing rates
of interest always fell. But it is also true that in many places the
<Chettiars bave (or have had at times in the past) agreements as to the
minimum rate to be charged for certain important classes of loans ;
where there is no specific agreement there is a costomary minimum and
-an understanding that no local Chettiar will lend for less. Above the
minimnm competition may be in force, but that depends on local
<ircumstances. Competition is said to be particularty keen in Moulincin.

527. Exocept for loans exceeding Rs. 5,000 in Rangoon Mundalay
;and the ports, the rate of interest is always- the same throughout the
-duration of the loan, without finctuations vorresponding to the fluctua-
tions of “ current * and thavaiiai rates. In fact the ordinary borrowers
-are enfirely unaware that these rates exist, and consequently never think
-of getting a reduction of their own interest if these rates fall. More-

-over, although the borrower’s reputation is a factor in determining the
rate of interest he must pay, no redaction of the rate for a current loan
is ever made to a barrower in consideration of regular payment. He
may threaten to borrow elsewhere torepay the loan ; but in that he incuars
‘the expenses of stamps and registration for 2 new mortgage, and these
<xpenses are generally a sufficient deterrent. We have not however
Teceived any complaints on this head ; and so Tong as aew borrowers
who have had no opportusnity to prove themselves good borrowers are
treated as good or fair average borrowers (as appears to be the case)
np serious complaint seems to arise.

528. Not only does the rate of intereat upon any particolar loaa
remain constamt in spite of variations of the Chettiar * current " and
ikavanas rates, but the rate for 2 loan peems o be fixed in the first
instanoe by costom and without regard to the level of those rates
The varistions of those rates are met in faci by charging 2 rate
.corresponding to their average leved.  If that average level rose there
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would presumably be local agreements amongst Chettiars for a higher-
minimum rate to borrowers. Fhe power of competition 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
those charged by other lenders. - But, as we have already pointed out, this

corresponds to a selection of borrowers to suit the circumstances of

Chettiar business ; other lenders are generally doing business which is.
more risky or on a smaller scale, and, although in closer contact with

borrowers in most cases, have to charge higher rates.

529, Documents.—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.

£30. Charges for Documents.—The -borrower is always.
required to pay ali lawyer's fees incurred in connection with his loan
as 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 annas in Lower Burma
and eight annas or one rupee in Upper Burma, including the cost of
the stamp which may be one anna to four annas, No charge of this.
kind is made for the form of a mortgage-deed.

531. Verification of Accounts.—-If a borrower wishes to-
verify the account of his loan in the Chettiar's books, the document
evidencing the loan will be shown to him on request and the account.
in the books will be translated to him orally. The actual books are not
given to him for inspection ; but while such inspection 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 rarely a Tamil and
still more rarely able to read Tamil and to understand the entries.

532. Complete Repayments.—When a loan is completely
repaid the docoment evidencing it is given back to the borrower,
cancellation being indicated by tearing out the King-Emperor's head
from the stamp on it. A deed to cancel a martgage is never made; a
borrower who wanted one would have to demand
persistently as well as pay the expenses,

533. Partial Repayments.—The Chettiars accept gradual
repayment of large loans, but instalments are seldom offered them.
Receipts are said by the Nattokkottai Chettiars® Association tobe given
for such payments if desired. But receipts are not given unless.

it somewhat
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-demanded. Outside Rangoon a receipt never is demanded ; a culti-
vator who demanded a receipt from a rural Chettiar would probably
ﬁnd himself regarded as too cantankerons unless the business done with
him were particularly desirable. The usual pract:ce is to let the
Jborrower see the repayment noted on the back of the ongm'll docu-
ment of the loan.

534. Payments between regular mterest dates are not taken a{ once
in reduction of the principal money in places outside Rangoon ; they
-are taken as interest or placed to a suspense account, so that interest on”
-the principal money outstanding since the last interest-date continues
‘to accrue in full. This practice seems not to be followed however in
Rangoon ; there the payment is taken as a raduction 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 asks 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 beheve that the usual treatment is as we have stated, and
that a borrower who ms:sted upon appropriation to a secured debt
while be still owed an unsecured debt would generally (unless an
unusually good customer) find- himself called upon to repay all his

loans.

536. Time for Repayment.—Although the document eviden-
.cing a Toan always shows it to be repayable on demand, there is an
understanding or an oral agreement as to the time when repayment will
-ordinarily be expected. For cultivators there is an understanding that,
subject to the special circumstances described below, no repayments
will 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 not recalled so long as interest-pay-
ments are regularly made. Further particunlars of loans to agriculturists
have been given in Chapters V and VI. For traders and otherssome
-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-
.¢ial difficnity and cannot raise money by sub-mortgaging land most-
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. 1In case of a
recall the borrower is exposed to an action unless he is sticcessful 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
the 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
Rangoon used to advance, that a thorough examination of the position
at each change of agents 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. Other Conditions of Loans.—For other matters relating
to loans reference should be made to Chapters V to X.

539. Office Arrangements.—Chettiars have no fixed hours
and do not observe public or official holidays. Except for their own
festivals of Pangani Uthram (in March or April) and Thaipusam (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 great convenience to depositors who wish to withdraw money,
and also to some borrowers whose circumstances make it desirable for
them to conceal from others the fact that they are borrowing.
Business is chiefly done however in the day-time. In Rangoon
‘business tends 1o be concentrated into the ordinagy banking hours of
10 till 3, iittle business being done as a rule after 3 o'clock and
practically 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 barglary ; most have a durwan, but all rely chiefly upon
one or more members of the establishment sleeping in the office.
‘Those who have safes often have as much as one to five thonsand rupees
cash 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 Rangoon of paying spare money into a
bank overright has already been mentioned 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 for each agent's
trienniam, the books of the previous tricnnium being sent to the
principal in Madras Presidency and recalled temporarily if required to
be produced in evidence.
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542. The two principal books are the kurippu and the peredu. The
kurippu is a journal in which every transaction of each day is entered
in four columns for the serial number of the docament, the description
of the transaction, cash credited and cash debited. In Rangoon the
serial numbers of the documents are generally shown in the first
column with English figures. The English and Tamil dates are shown
above the entries for each day in Tamil, and Chettiars who have many
Burmese clients (that is to say nearly all outside Rangoon) show as well
the Burmese date, also in Tamil. The peredu is a ledger which is in as
many volumes as may be convenient for the particular business and
has a suitable number of pages allowed for each creditor and 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 and debit respectively as well as columns for the serial
number of the document cancerned and for the date and description
of the transaction. As in the kurippu the documenti-number is
commoenly shown in English. The date is shown in Tamil, but
according to the Tamil, English or Burmese calendar by 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 two cash columns 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. Subsidiary to the kurippu is the chillai or rough-book. The
chitiai may be a slate, or a number of rough sheets of paper
temporarily pinned f{ogether, or an exercise book or a formal book
properly bound in leather ; 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 kurippu, and in it are
entered all transactions of each day for which there are not special
vouchers, such as cheques wadials or hundis. In most businesses the
vouchers are sorted out at the close of cach day ; all of each kind are
entered together in the kurippu and then the entries of the chiflas are
grouped together and entered in the same way. In some large
businesses with several accountants however the journal is filled during
the day as the transactions take place. Some agents preserve the
rough book a considerable time and even take it with them to Madras
when their agency expires ; others destroy it a few days after its entries
bave been transferred to the kurippu ; most destroy it fairly soon.

544. Various other subsidiary books are kept for convenience,
according to the size and kind of busingss. An example of these is
afforded by the baki books (or * 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 carried
from the ledger, so that the balance at the end of the previous day is
always exhibited. Interest is not calculated from the b2ki book but from
the ledgers; accordingly the raz (products 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 interast 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 procedures, some using various devices to shorten
the work. In the most direct way the daily outstandings are multiplied
by the number of days they remain constant and the results summed to
give the raz (products) which are then divided by three thousand
(corresponding to 30 days in a month) and multiplied by the monthly
interest of a hundred rupees. For ordinary loans most Chettiars nse
the s.une niethad for broken parts of a month, but for the whole months
they calculate separately by multiplying the principal money first by the
number of months, then by the number of whole rupees in the monthly
interest on Rs. 100, and adding proportionally to the resuit by the
mncthod of “ practice” for aliguot parts of a rupee in that rate.
Decimals are not used in  the calculation except temporarily when
dividing by 100 to calenlate interest ; the decimal part is then converted
to annas and pies. The statement sometimes made that calculations are
carried to three places of decimals is thus untrue ; but the calculations
are correct to the nearest quarter-anna, and the Chettiars claim they are
correct to the nearest twelfth-part of an anna.

546, FEvery agent prepares a balance-sheet every month tor
submission to his principals, Copies of the kurippu are also sent to
the principwls at least every month and in some cases every week.
When not in Burima the proprietors in Madras keep themselves further
informed of the business by correspondence with the agent. The
proprietors generally keep an accountant to audit all the accouats
received from the various offices. The practice in some of the firms of
inspection tours by the proprietors has already been mentioned ; some
of the largec firms have, in addition or in substitution, visits by a paid
inspgetor. A few firms have their accounts audited yearly by auditors
with Government diplomas for the benetit of the Income-tax Depart-
ment ; but the partners do not always accept his statement of the
accounts. A complete settlement of accounts amongst the partners
and the agent is made at the end of the agent's term.

547. There is a custom of charging a commission called roilam when
making payment of a cheque or hundi in currency notes. The custom
arose hecanse depositors were generally traders who paid in to their

acvounts with the rupees and small change roceived from customers in
16
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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.
Vailam is charged as re-imbursement of these 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 becaunse 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 and
large companies which do not pay in habitually in coins. The charde 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 watlam so far as they were available with the Chettiar ;
so too are notes of Rs. 5. The custom of charging vatiam was general
until a few years ago ; but it is now going out of fashion in Rangoon
because the popularity of ten-rupce notes with the public has diminished
the proportion of coins paid in by traders and so made 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 disrvegarded sometimes in the largest towns.

548. Remittances, Discounts and other Business.—
Remittances and the transfer of cash by Chettiars have bzen treated in
the latter part of Chapter III and in Chapter XIB. Discounts of
hundis and their re-discount with the banks have been discussed in
Chapter XIa. The trade in gold has been mentioned in paragraphs
443, 513 and 515. Other business seems to require no mz=ntion here. ;

549, Distribution of Profit.—Interest on the sonibe thavanai
panam (* borrowed capital ”} is reckoned with six-monthly rests. Any
partner may, if he pleases, take his interest on those occasions; but
generally a large part of the interest is left with the business as an
addition to the sonlha thavanai panam. Any money drawn by a partner
from the firm apart from this six-monthly 1nterest is treate:d as a loan,
interest being charged against it and a settlement made at the end of
each six months. On the expiry of three years from the beginning of
the partnership the agent will bs changing, and the profit of t'{xe whole
pericd is then calculated with the help of the report of the new agent
as to the value of the asszts and tne amount of the liabilities. This
profit excludes of course the interest upon the sontha thavanai panam.
If there is a net profit bonuses are paid to the oustgoing agent and to
the rest of the establishinznt, and any balance still remaining is divided

panam.
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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, saving that the banks, by refusing to give the
Chettiars overdrafts at less than 2 per cent. above bank-rate, allow
the Chettiars little room far expansion.

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 wiy as ordinary merchants. Further, in times of difficulty the
banks do not give as much support as they should to the Chettiars, who
say that, although they do not offer Government paper as security, they
offer ' equally good security ” (imeaning produce in godowns or title-deeds
of land or house property held by them as security for loans to their
clients.) Moreover, the Chettiars say, there is unfair discrimination
here because such advances on the security of goods in godowns are
made to firms and companies under European management, while the
other joint-stock binks get advances from the Imperial Bank on the
security of a letter of hypothacation of goods in upcountry places.
The Chettiars also complain that the rate of interest charged by the
Imperial Bank of India upon advances is too high. The complaint
about the difference in the rates of discount at Rangoon and at the
Indian offices of the Imperial Bank has already Leen reported in
paragraphs 335 to 339.

552. The Chettiars complain also of the amount of the conrt-fees and
process-fees pavable 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 months between the preliminary and final
decree in a mortgage-suit will be considered in Chapter XVII,
where also we shail discuss the question of giving Chettiars (and
other lenders) the right, which the Chettiars have asked for, to include
apower of a sale in the terms of the mortgages taken by them.
Another request of the Chettiars is for the introduction 'of some plan to
shorten the hearing of ordinary suits for the recovery of money on
promissory-notes ; they have sogygested that a more sammary procedure
should be possible when a respectable hnancier like a Chettiar sues on
such a document. In Chapter XVII we shall deal with this peint as
well as the suggestion that coort-fees shall fall due by instalments.
" Another Chettiar suggestion is that adjournments in suits should be
diminished. A further request is made for the introduction of the
Torrens system of registration of land-titles ; our recomméndition on
this point will be found in paragraphs 75110 753. The Chettiars would
also like a reduction of the registration-fees while the present system
continues ; we agree that these should be reduced if possible, but we see
the dithiculties of coliecting suthcient revenue trom other sources
discussion of this subject will be found in paragraphs 763 to 766. They

»
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also ask for licenses to carry arms when going about from one village to
another and for 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 Chettiars 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 o
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 Chettiars
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 1a person who has never been assessed to income-tax before kzeps
his money away from Chettiars so as to avoid coming under the notice
of the income-tax officers. The complaint raises however a difficult
question which is rather outside our scope, as it would amount to the
general problem of the measures permitted to income-tax officers 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 for 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 Incomg-tax to his officers to return the books promptly, the
instructions being made effective by requiring a register to be kept to
show when each book of ecach firm was received and when given back.
The Commissioner could compare the periods in various offices and
effect an improvement in the bad ones. Allowance will have to be
made for the time required to eiucidate obscurities in the accounts ;
but this too could be brought uander control.

555. Another complaint is that the notice of demand for income-tax
is sent at inconvenient times. Enquiry at the income-tax office bas
shown us that the Tamil examiners of the Chettiar accounts go round
from July onwards and aim at getting all the assessments made and tax
collected by the 31st March. Consequently there are in every month
some Chettiars who are being assessed at that time. We think it should
not be difficult to arrange 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 in
November to January when loans are at their maximum ; the Chettiars,
it is true, are expected to pay from the profit of the previous year, but
the payment in this season causes a needless contraction of credit. It
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may even he proper to postpone part of the payment umtil April. In
Rangoon we believe the tax would be paid most easily in June to
October ; the work of the examiners could therefore be arranged
without great difficulty to carry out this saggestion.

556. The chief complaint is that the incomea-tax officers nmake
arbitrary and exaggerated assessments. Yaméthin district cominittee,
for example, has reported that the number of firms at Pyinmana has
been reduced in the last few years from 35to 8 because of unfair assess-
ments 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 given on appeal or revision inspire little confidence. There
are also complaints of more spezcific grievances related to this. For
instance the income-tax officers are said to base their estimrates upon
book-prohits which in manv cases are not realised ; in support of this
the Chettiars 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
Chettiars in Pegu say that remittances from their businesses in other
countries are treated as income. The same Chettiars also say that the
income-lax officers refuse to atlow for bad debts unless the documents
relating to them are torn up or cancelled ; and that after that the
Chettiars are unable to realise anything even if the circumstances of a
debt improve. Various Chettinrs have alleged that losses are not
allowed for, and some have complained that deposits with them of
money belonging to Chettiar women are treated as their own capital so
that the interest paid on them cannot be treated as an expense of the
business. Until 1928-29 the income-tax officers used to refuse to
recognise the bonuses of the agents and the other members of a Chettiar
office as an expense of the business to be deducted before determining
the assessable profit ; but in last vear's assessments they allowed this to
be done.

557. Finally there is a general complaint that the Chettisr accounts
are treated by the income-tax officers with undue suspicion. The late-
Commissioner of Income-tax thought the trouble was that the Chettiars
do not exhibit the true state of their affairs.

558, Some remedies have been suggested. From Akyab comes a
sugitestion that first appeals agrinst assessments shounld be heard by
persons independent of the Income-tax Department. The Nattukkottai
Chettiars' Association suggests that the Income-tax Department should
give certificates of approval fo suitable anditors and should accept
accounts passed by such auditors. We think the evil is deep-seated in
mutual suspicion and distrust between the income-tax officers and the
Chettiars, anithat no measares will succeed so long as this is not aliayed.

* There are alvo claims that proprictors’ expenses and religions expenses should
be altowed as expenses of the business.
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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 taxes could be dispensed with all round, but we think it should be
possible to fix the rate of tax and conduct the assessments so that the
public {including the assessees} will recognise that assessees are making
to the revenue of the country such contributions as 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 asscssees are treated equitably in relation
to each other ; otherwise the whole study of the matter rests upon a
quicksand. If is clear that the assessments of the Chettiars in Burma
are generally regarded by the Chettiars as quite arbilrary amadunts and
not as the results of careful calcunlation. The Income-tax Department is
regarded 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 greed 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 language, in the
accounting-system of the Chettiars, in the three-vearly svstem of
their agencies, and in the character of their businesses as
branches with headquarters outside the country. There is also
the difficulty due to bad assessments before the present Income-tax
Department came inte 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 such mistrust exists, are bound to be invented by both
sides and fo add to the mistrust, they must be insuperable. The
obvions remedy for the mistrust is a conference hetween the Nattuk-
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 suitable arrangements as to bad debts taken over by
the new agent were made. .We think it probable that a special Assistant
Commissioner of Income-tax of considerable experience is needed to
assist the Commissioner in dealing with Chettiars, and that while sub-
mitting to the general control of the Commissioner as to policy 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. If the political separation of Burma from India is effected, that
study will 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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Extracis™ relating to Natiukkottas Chetliars from jm'n's “ Indigenous
. Banking in India."t '

They have a reputation throughout the land for their spirit of
adventure and enterprise, for their natural shrewdness and ability and
for their acts of munificence. _

Of the Nattukottai Chetlis, it may be said without exaggeration that
they are the most charitable class in Southern India, well-known for
liberally endowing temples and spending on religious ceremonies.
They especially worship Siva and spend large sums of money in the
construction of new, and the repair of old, Siva temples in the belief
that Siva gives 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
. cercmonies, the establishment of Choultries {rest-houses), poor houses,
Vedic and Sastric Pathshalas or schools is also, as Thurston testifies,
due in many cases to their generosity. The Albert-Victoria Hospital
in Madura is supported mainly by annual subscriptions from the
Naltukotlai Cheltlis.

They have the remarkable custom that the married members of a
faumily do not take their meals together. All live in the same house, but
they cook and eat their food separately. So strict are the Cheflis in the
observance of this rule that not even a widowed mother can dine with
lier married son or daughter. The rule, however, does not apply to the
unmarried members of the family, who live with their parents till such
time as they are married. With the Naliukollai Chetlis marriage is not
only a religious duty and a social function, but is also an occasion for
economic indepeydence and libertyy Rice and other necessaries are distri-
buted usually once a year to the several semi-independent members of
the househoid. This custom explains the existence of the huge houses
in which the members of a Natiukoltar family usually live all together.
It also shows how business-like and economical these Chellis are, even
in their family arrangements and in their daily life, as compared with
other banking castes, for example, the Faishyas. In the case of the
latter, the married members of the family, as a rule, not only live
together, but also cook in common. This is especially the case when
the married members are not themselves earning, but depend npon one
or two members of the family who do earn. With the Chetiis every
marricd member is sopposed to live on his own : with the Vaishyas all
the married members live a common life, all benefiting in the gain and
suffiecing in the loss that befalls to any individual members, The
manifest result is that the Cheltis are independent and self-reliant, the
Vai<hyas dependient upon one another. But the members of both castes
possess in commmon & natural aptness for distinguishing themselves in
business. ., . . .

3. Of all the indigenous bankers the Nafiwkotlas Cheltis are the most
perfectly organised. Thurston ohserves that * the Nattukottai Chettis, in
organisation, co-operation and business methods are as remarkable as
the European merchants. Very few of them have yet received any
English education. They regard education as at present given in public
schools as worse than useless for professional men, as it makes men
theoretical, and scarcely helps in practice.  The simple but strict training
which they give their boys, the long and tedious apprenticeship which

* See parnyraph 433,

¢ Publishcd at 15 shillings in 1929 by Maxcwillan. Quotations are from pages
30 to 32 and Joto 3% & -
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tven the sons of the richest among them have to undergo, make them
very efficient in their profession and methodical in whatever they under-
take o do.'* A Naitukottai Chelli is a born banker ~From his earliest
childhood heis brought up on the family traditions of erift and €conomy.
When a male child is born in a Nalfukotlai Cheiti's family, a certain sum
is usually set aside to accumulate at compound interest and form a funci
for the boy's education. As soon as he is ten or twelve, he begins to
equip himself for the ancestral profession. He not only learns account-
ing and the theory of banking, but he has to applv his knowledge
practically as an apprentice in his father's office. ‘Thus, in a Chelld’s
training, the theory and practice of banking are not divorced from vach
other, but go hand in hand, from the very start. When a bov is
married he attrins a responsible position in the family. Though, being
a member of the joint Hindu family system, he mayv not make a scrarale
home, yet he must bear his own financial burden. He is allotted a
share in the paternal, or ancestral, estate and he must live on it. He
alone énjoys 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
build a fortune for himself. So great is this craving for making money
that even the ladies among the Naltukottai Chellis work hard 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 isinvested at the highest rate of interest possible It is 2 common
saying with the Chelfis 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 Cheliis
where money is concerned that. according to the stories current about
them, if theyhave 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.

The Naitukoliai Cheltis have their business headquarters in the
Tiruppattur and Devakottai Divisions of the Sivaganga and Ramnad
zamindaris in the Maduta District. Those of them who are not rich
eriongh to trade on their own account act as agents or assistants to the
membhers of their own community. They are often given large sums of
money, perhaps as much as a lakh of rupees, and the only security taken
is #n unstamiped raceipt on a piece of palmyra leaf, But this informal
method is now being given up and paper receipts are required. The
pay of the agent varies according to the distance from the head office
of the place to which he is sent. For instance, a man who goes to
Madura will receive Rs. 100, while another who is posted in Burma
will be earning Rs. 300 pér mensem and so ofi. Generally the agent’s
term of office is three years, Before he completes it, a new agent is
sent {o learn the work under him for six months. On the expiry of
three vears’ setvice; hé returns to give an acconnt of his stewardship
and to enjoy the company of his wife, who seldom accompanies her
husband abroad. He has to offer his services, in the first instance, to
his last employer, but. if the latter does not need them, he is free to
work anywhere he likes. Usually he is given a share in the profit in
addition te his pay, provided he displays energy and industry. In time
hée accamulates some capital and starts his own business, employing
others as his agents. The Nallukoliai Chellis have extensive business
connectiofis not only in India and Burma, but also in the Straits Settle-
ments and Ceylen, Saigon, Mauoritius and South Africa ; some of them
have correspondents éven in London and on the Continent.

® Casles and Trides of Southern India, by E. Thurston, Madras, 1909, Vol. V.
page 252. )
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CHAPTER X1V.—OTHER/ INDIGENOUS FINANCIERS.

559. Apart from the Chettiars, Marwaris, Multanis and Gujeratis
described in Chapters XIIIa and XIIIn the indigenous™ financiers of
Burma only lend money and do no other banking Lusiness. They are
of many kinJds. Of indigenous races most outside the Shan States are
Burmese ; but Karens also lend to Karens and sometimes to Burmans.
In all the towns there are Inditns lending to all classes ; every
sort of Indian that is found in Burmn is amongst them, including
Gurkhas in Maymyo and the north. In the 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 monevlenders or as pawnbrokers, Nearly all the pawnbroking
is done by Chinese ; and the number and business of pawnbrokers has
increase 1 rapidly in the last tweuty vears, and particularly so in the last
eight or ten.*

560. Credit is also given everywhere of course by the sale_of food
und other household goods on credit. In the towns a large proportion
of household gdods are bought on credit by nearly every class that
receives its income_monthly, which is to say every class taking salary or
wages and not paid daily for casual labour. In rural areas this credit

"is chiefly given by a Chinese shopkeeper who is often also a money-
lender. Poor Indians in Rangoon often buy on credit from itinerant
Kabulis who collect payment when making their next round. They are
ancanny in tracing their debtors and securing payment. They never
resort to the courts ; that would not sait an itinerant merchant. They
nse instead threats of physical violence, and for this reason do not work
singly but always in twos or threes. The number of these is not
large, and many classes me uynaware of their existence.

561. There is no sort of system or organisation of any kind amongst
mohevlenders ; they are simply an inchoate body of people spread all
over the country. Most of the village lenders are doing bausiness the
Chettiars do not want ; either it is too small, or it is too risky for a lender
who is not in daily contact with the borrower. Much of the lending in
fact 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
women who work as agricaltural lnbounrers for a daily wage or carry on
some retail trade on a petty scale. More are successiul traders or
landlords of agricoltural land. Few if any goldsmiths are included ;
these are wsually artisans without capital. Many widows are included
who have got a little money as a share in the hushand’s estate when

* For further nrles on pawnbroking see the next chapter.
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that has been divided according to the Buddhist laws of inheritance, or
having families to support have sold land to earn more by lending than
they could get from tenants. There are a few Burmes= lenders with
considerable capital here and there, and two who haverecently 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
marketing season, borrowing some money for this and using some
capital of theit own ; in the cultivating seasoni they use their own
capital for loans to cuitivators until it is required for the paddy-dealing
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. Itis noticeable that Mussalman
lenders do not often scruple to receive interest in Burma.

562. The following account of village moneylenders is taken from a
note upon economic conditions in Burma prepared by Mr. E. G. Pattles
I.C.S,, for” the Royal Commission on Agriculture ; it i= important how-
ever to bear in mind when reading it that while Chinese lenders are
always, and Indian lenders generally, males, the Burmese lenders
include a large number of women. When the lender is 2 Burman man
indeed the direction of the business is generally done by his wife ;
sometimes she appears openly as the principal partner.

“The moneylender is an individual who by 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
indigenous race, but Chinese and men from every province of India
are among 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 government servant or a person of no
fixed occupation. He may live in a village and dole ont ten or
twenty rupees or 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 sapplement his own 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 in 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 be gradually entangles his debtor. On
the other hand, the desire for proft may not be the dominating
motive for lending. Many a landowner would probably be content
to receive his rents withont the trouble of financing his tepants.
But if he does not finance them they may not have a crop to
harvest and he will lose his rent. Patropage 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 charged vary and are always high. But 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.”

563. There have been many rather pointless discussions of the
relative harshness and rapacity displayed by warious classes of lenders.
The discussions are pointless because the circumstances under which the
various classes lend are'different. The Chettiar is undoubtedly the
lender who does least goading of his borrowers ; but that is because he
has a selected set of borrowers. The more risky loans which require
constant watchfulness and afterwards considerable pressure to get
payment ave 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-
turists’in the hope of getting possession of their land sooner or later ;
but a bad name cannot be given to any class on this account. The
Chinese are generallv said to be the most insistent upon getting every

anna due to them ; this is probably a manifestation of the thoroughness
of the Chindse character.

564. The villages 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. ,’l‘here is
not 3 complete economic organisation in any ordinary village ; generally
a village is entirely engaged in agriculture and kindred pursuits, The
artisans are found in local centres which may be large villages or smail
towns, generally at the junction of some lines of communication or on
the 1ailway or a river. The moneylender in Burma is not, like the
potter the washerman the barber and the village moneylender in an
Indian village, one orggan of a compact social svstem whose function is
to supply the village with money as the potter supplies it with pots and
to take as remuneration such share of the village income as has been
adjusted 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, that the village moneylender’s finance has been the
most important factor in binding the community together, more important
than land religion or family 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 village
moneylender is generally a stranger in each village but is 2 member of
a body spread over a wide stretch of countrv. These qualities are
really complimentary, and in Burma they 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, especially in Upper Burma, are villagers of the same community
as the borrowers, sharing in the village life on much the sume terms.



( 252 )

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 must be paid for the Iqan.

565. Whatever is done to improve credit facilities there will always
be some moneylenders granting loans which ought not to be given at
ail or are of a speculative nature. But the provision of proper credit
facilities will probably bring the greater part of the ordinary petty
moneylending of the present day to an end. There need be no regrets
about that. For many years the Chettiar and other reasonable and
systemalic lenders will be indispensable as intermediaries beiween the
large banks and the small raral borrower, and we think the plan we
suggest in Chapter XIX provides tor them accordingly.

566. In the next chapter we shall deal with pawnbrokers, while our
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.—PaAWKBROKING.

567. Pawnshops in Burma work under licenses, generally sold by
auction, and all are managed by Chinamen except a few in Burman®*
hands in certain towns. The licensees.are often represcntatives of a

& syndicate of Chinese

License-fees (thousands of rupees). capitalists who employ
a paid manager in the
192¢.26. [1926.27. [1927.28. [1928.29,  shop and in some cases
: have shops in two or

Reccivers of
license fees,

Rs. Rs. Rs. Rs.  three towns. The
Corporation  of 445 4lo 381 284 . .

Rangoon. marginal table shows
Other  Munici- i 396 486 523 that the pawnbroking
palities, . . o
Dastrict Councils 213 262 282 230 business in Burma is
now considerable. The

Tolal except 19 96 1,074 1,149 1,092 L. .
notitied arcas). variations in the
£ Rangoon license-feex

are due to the circumstances which cause variations in all {ees fixed by
auctions at which only Chinamen are bidders. In other municipalities
Jjhere has been a rapid increase amounting to 56 per cent in four years
and 85 per cent in five vears. In other areas the slight setback in
1928-29 is due to Magwe Division where there was an increase of over
600 per cent in three yvears 1925 to 1928 and possibly this was excessive.
For some three-year licenses the proportion collected in the first year
is more than one-third of the three vears' fee ; but this is not enough
to disturb the comparison of the figures seriously,

568. The licensee often has a small working capital of Rs. 1,000 lo
Rs. 10,000 in the smaller places, but this rises to Rs. 50,000 in places
not very bhig and is much larger still in the big towns. In some cases
this working capital is all owned by the licensee {or the svndicate) ; but
as u rule part is borrowed from Chettiars. The borrowed part varies
generally from 30 to 75 per cent of the whole. Interest is generally fromn
Rs. 125 to 1'50 per cent per measem, according to the general level of
monev rates, whether security beyond a simple on-demand promissory
note is given or not ; long established pawnbrokers oflen give no security,
but others give land or. jewellery, including forfeited pledges. Some-
times the rate of interest is as high as Rs. 2 or Rs. 2°5.  Although
Chettiars are very ready to make advances to pawnbrokers, even on

* This is according to reperts of Depoty Commissioners ; probably the Burman
pawnbrokers ave generally suane Chinese ancestors.  This prednmmauceol Chinese
pawnbrokers lends interest in Burma to the statements in the Encwilopadia Brefonuca
that pawnshops existed in China 3000 years ago and that in 1911 they were charging
ounly 3 per cent, interest per annun.
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simple promissory notc, 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 piwnbroker’s shop
in a large town which is 2 district headquarters in Lower Burma showed
that in a total of 84 pledges 57 were clothing (including one umbrella),

22 were jewels (including one watch, twelve

Rupees. Number. rings) and 5 were odd pieces of gold. The
P a— ” nun.lber of loarfs taken was 79, some loans
2t0 3 14  having two articles pledged ; the distribo-
35t0 45 .. 10 tion of the loans was as shown in t(he
fm 6 i 1 margin, the smallest loan given being
;0l°9 o g twelve annas. The amoant lent on any
;g to13 .. ; " pledge appears to be about 70 per cent
7 of its new value less allowance for wear

Total ... 79  and tear, for gold pledges the advance is

about 75 per cent. of the value. Business
is briskest from 7 to 8 a.m. and 3 to 4 p.m. ; the busy season is October
to December and the slack season is January, February. There seemed
in an examination of the past records tp be no difference on particular
days of the week or on particular d«tes of cither the English or the
Burmese months ; and this was confirmed by the pawnbroker’s own
impressions. The period fixed for redemption is five months in every
case, and sometimes is 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 redeemed sconer or later. Time-expired pledges are not sold by
auction as a rule but are disposed of by retail sale or (especially in the
case of clothing) by sales in job lots to dealers who retail them. The
licensees generally insure against hre under a Hoating policy, because in
case of loss of the articles pledged they could not hope to recover the
money advanced on them.

570. In municipalities and " notitied areas " the licenses are issued
under bylaws made under section 142 (¢) of the Burma Municipal Act,
1898. The licenses are generally sold by public auction, but sometimes
tenders are called for. In some towns licenses are given for one year
onlv, but this system yields small license-fees because the licensee has to
inciir considerable expense for almirahs and other furnishings as well as
arrange to have the use of a suitable building : accordingly many towns
issue three-year licenses with a right of the licensee to surrender at the
end of anv year. Some towns have two or more pawnshops under
separate licenses ; some have one license to cover all pawnshops in the
town : in others again separate licenses for the several pawnshops are
issued separately but are in fact held by the same ficensee.
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571. For areas outside municipalities there are two sets of rules ;
sone set is under the Burma Towns Act and relates to certain towns, the

other set is under the Eurma Village Act and covers all areag outside
those towns and the municipalities and notified areas, but only applies
to such towns and villages in those areas as the Deputy Commissioner
may direct. Pawnshops in other villages or towns in those areas are not
controlled ; but in these few, if any, of importance exist. The licenses
are generally issued by the Deputy Commissioner 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 Buima Village Act differ only in unimportant matters which can be
ignored here. The bylaws of the various municipalities vary slightly
and are generally less satisfactory than those rules, having beer made
before them. Their general intention however is the same ; in drafting
the rules the matter common to all the bylaws furnishe.l a basis which
was improved as far as could be managed.

573. Both the rules and the bylaws seem to have serious defects.
In the first place none of’the acts under which they are made detine
the pawnshops in respect of which the power to make rules or bylaws
is given. A definition of ' pawnbroker” is given in the rules and
bylaws themselves. In the rules the definition is as'follows : —

* Pawnbroker ” means every person who cacries on the business
of taking wgoods and chattels in pawn for loans of monev not
exveeding Rs. 200 in any one transaction : provided that nothing in
these rules shall apply to persons taking goods and chattels in pawn
for luans exeeding Rs. 100, when the rate of interest or other profit
does not exceed 15 per cent per annum, nor shall they apply to
persons genuinely carrving on the business of monevlender and
advancing money on a promissory note or other document.

AcCorEling to this any professional monevlender can carry on a
pawnbroking business without regard to the rules. On the other hand
in some municipalities, whose definition follows this in part but does
not except the moneylenders, every moneviender who accepts gold
ornaments as security is technically a pawnbroker transgressing the
brylaws, however small his business.  Such a definition is an absurdity.
574. Moreover both the rules and the bylaws seems to be sllra vires
because of their disregard for sections 176 and 177 of the Indian
Contract Act in giving the pawnbroker by implication the right to sell
the pledge without netice to the pawnor if default is made in payment
on the date agreed upon for redemption. The rules under the Village
At require the p.\\\*ubmker ta keep a register of sales and to show in
oune column the oy erplus due to the pawnor from the money realised :
but they do not require him to pay the overplus to the pawnor. The
municipal bylaws generallv ywnore the surplus altogether. In practice
the pledyged article is treated as forfeited.  The entry in the pawnticket
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of a “ date agreed upon for redemption ” appears 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 is the proper period for
a pledge, and, as noted in paragraph 569, this period is always\adopted.

575. Under the rules and all the bylaws the same maximum rates
of interest are fixed, and in practice 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 as 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 Burmese months are to be used. Under the Burma General Clanses
Act therefore English months should be used ; but, as these are not
familiar to the mass of the population, it would be more practical to
specify Burmese months in the rules, and one may take for granted that,
outside Rangoon, Burmese months are generally used in fact. We have
verified thit Burmese months are used in several places.

576. The real rate of interest is increased above the miximum per-
mitted, because there is a universal custom of deducting one anna from
the loan to pay for the pawnticket. Outside municipalities and
notified areas this is contrary to the roles which say that no proft shall
be demanded in excess of interest at the maximum rates decribed abave.
The same provision exists in most municipal bylaws. We have been
fold that sogpe bylaws permil the charge of one anna; but we have
found in some cases this comz2s of a2 misunderstanding of a provision
that an anna mav b2 charged when a pawwnticket has bezen lost and n
duplicate is issuzd ; we saspzct that the sam2 explanition applies in all
other cases too. The licensees say they are not taking an extra profit,
but are charging the cost of stationsry.  As pawntickets cost them only
Rs. 6 per 10,000 this explanation is insufficient. There cin be no doubt
that the higher rate of interest for small loans wis hxed in con-
sideration of the. overhead expenses, of which the provision of
pawntickets was one, but it would have bzen wiser to recognise that
a writing-fee was sure to be charged, and to have anthorised it in
the rules as there is no easy effective way of stopping it.

577. We think that some reforms are necessary in the pawnshop
business of the country, and that a Pawnbrokers Act should be 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 money 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 the sale towards repavment of the loan and
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payment of the expenses. The provisions of sections 176 and 177 of the
Indian Contract Act would be specially ruled out so far as they would
obstruct these provisions ; but the pawnbroker would retuin a right to
sue the borrower in case of a deficit on realization of the pledge.
This privilege, and that of forfeiting small pledges as suggested later,
would distinBuish a licensed pawnbroker from any other person 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 customary—the provision would always be
evaded ; we should prefer half an anna if the chirge could be limited
to this in practice. 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 aliowed
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 bave 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 lcans above ien rupees the
pawnbroker should be required to account to the pawnor for the
proceeds of sale, and suitable 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. The pawning of
another person's property without 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
should 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 0 and redeem their goods or renew the
deposit of them. - Regulations for inspection and search by the police
and for informing the police before selling any pledge, and various
othet miscellaneous provisions of the present rules under the Village
Act would also be embodied either in the act or in the rules under it.

579. We are not in favour of the plan of appointing to each shopa
guarantor who, for a commission upon loans, would determine the
maximum advance for each pledge and would pay any deficit in case
the pledge had to be realized. In Paris, where this plan is in vogue,
experience has shown that it is apt to load the scale too heavily against
the borrower.

580. The outline we have given for a Pawnbrokers Act inclades no
mention of the rate of interest to be charged. Neither does it indicate
how the period of loans would be fixed. As it may be desirable to
have different rates or periods in different places we leave those to be

17
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fixed byrules. Within municipalities and notified areas the iules could
- either continue to be made under the Burma Municipal Act ar be made
in the same way ander the Pawnbrokers Act ; that is a technicality of
-drafting the act. For other areas the rules should be made by Govern-
ment wnder the Pawnbrokers Act as it already exercises this pawer
under the Burma Village Act and the Barma Towns Act. We shall
now give our attention principally to areas oatside municipalities and
notified areas.

581. We suggest that the period of redemptlon outside municipali-
‘ties.-and notified areas should not be left for special contract by the
pawnbroker and his customer. In present praotice no confract is
made ; the period of five months is understoad in every case and ia not
-disoussed at the time of pawning. We recommend fixing five months
-as the period for all loans of Rs. 20 or under and nine months for all
larger loans.

582. 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 and Rs. 20 the rate is Rs. 4-11-0 and for loans under Rs. § if is
Rs. 6-4-Q. ¥ the pledge is held for an incomplete part of a month, the
rate calcolated according to the numbaer of days may he mnch higher in
-every case. The ardinary rate for considerable loang by Chkettiara on
stold security is Rs. 1'25 to Rs. 1'78 ; 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 ars not
available for such smali loans. In fact the pawnbrokers are themseives
paying these rates for 30 to 75 per cent. of their working capital, and
could not lend more cheaply than they borrow. Even in England the.
rates vary, as we have shown, from Rs. 2’5 to Ra. 3. The rates in the
state pa.wnshOps of Java have a special interest and are shown in the

table harahy.

Loan (Rs). Rate of interest. Perica.  (Thenumbers

; . of  rupees

30 or less 2 per cent. for 15 days or part | 135days. shown ) are
30 10 60 Sper ceaty These iy | 6 months. ore

: PEF cep are monthly months.  :

]rates to be calculat- . tions to the

60 to 90 4 per cent. :‘q for n;? number | 9 manths, nnmber of
days incom- ; :

90to 120 v | 3 percent, plete months subject | 12 months. guilders in

minimum of the Java

“Over 120 aer | § per cent, 10 da}'l. 1% months. regulations, )

T TRt TR T T e ey - The wiod

in the third column is the maximum period for which interest is calcu-
lated. On the expiry of that period an extsnsion by two months free of
interest is allowed,* and after that the pledge is liable to be sold.

"% Thereisa difficulty i in translation of our information from Java on this free
period ; the above seems to be whal is intended to be said,
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“Thus a pledge far less than Rs. 3Q would pay 18 per cent for 135 days
but then get fwo months free, bringing down the average to 2% per
~cent per mensem. No additional chargeg for pawnticket or any other
purpose are made. The principal advantage to the pawnor in the Java
rates seems to be in the calculation of interest according ta the number
-of days for larger loans and by the half-month for small loans ; apart
rom this matter itis only when the loan exceeds Rs. 90 that the month-
ly rate is less than in Burina ®. Moreover the rates charged in Europg
wark aut very high in the case of small loans for short periods. In
England, for instance half-a-orown taken from Tuesday to Satupday -
beara a rate of 300 per cent per annum ; and this comes to 450 per cent .,
if the cost of the tioket is rackoned in. In fagt pawnbrokers' loans ar¢
nearly everywhere either expensive in interest or burdened with other
-disadlvantages. Nevertheless we think the present Buorma rates are
oppressive for small loans taken for short periods and that the scale of
interest charges should be revised.

583. For areas outside municipalities and natified areas we accor-
dingly propose that Government should adaopt maximom charges for
interest expressod as suggested in paragraph 383 but reckoned ip terms
of pies per rupee per Burmese month, and that for lpans yp to and
dincluding Rs. 10 the rate should be 10 pies, for loans above Rs. 10 up to
and including Rs. 20 the rate should be 8 pies, and for loans above
Rs. 20 the rate should be reckoned at 6 pies as now, A period from any
-date of pawning ta the date of the sarme number in a later month should
'be reckoned as the proper number of whole months, A simple conven-
tion, following present practice, can be made to meet the difficulty of
-wome Burmese months having, and some not having, a fifteenth waxing.
Far a periodl not exceeding 15 days, whether in addition to whole
wmonths or nat, half the manthly rate shoyld be charged. It will be
absarved that for loans balow Ra 5 the present rate would thug be
-diminished by 2 pies, while for laans aver Rs, S up to Rs 10 the rate
waould be iucrensed by one pie and for loans of Rs. 10 ta Rs 20 the
rate would bhe decreased by one pie. Thers is jostification of the -
decrease of the rate far the small loans ynder Rs. 5in the charge for the
‘pawnticket, which makes 3 considerable prapartiopal addition to the
-charge made for the small loans taken as a rule hy the poorest barrow-
-ers. But the main advantage is the provision of convenieat terminal
amounts which can be vsed mniformly to grade not enly the rates of
interest but the maximum period for redemption aad the disposal of the
proceads of unredeemed pledyes.

v 58k The license-ices should not be seriously affected by the prgpa-
sed changes. ‘The bulk of the loans are below Rs. 10, The amoynt of
money in loans of five rupees and less is said to be about half that in

* Revently, in conversation with Mr. Darling of the Punjab, oar Chairman gathered

.tBha% the grdinary rates of interest in Java for crop-loans and the like are as high as in
urma.
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loans of tive 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 notitied 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, and a monthly rate should be prescribed only for loans above:-

Rs 20. The table could go by steps of eight annas and half-months and
show interest correct to 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 these areas will be ready to adopt the revised rates.

587. The proposals of the committee, so far as they are made
onanimously, 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 the ground that the compensation proposed to be given to.
local authorities on account of the loss of their present pawnshop
revenue wounld in practice be insufficient.

Supplementary Report by Messrs. Dawson and Grantham.

(1) We agree with our colleagues that the Pawnbrokers Act
proposed above is essentizl as an immediate provision for the proper
working of the present system. But that is not enough. We think
the rates of interest in Burma should be reduced. It has been shown
above that high rates of interest are charged in other countries; that
makes one disposed to acquiesce in the present rates even if not
.modified as proposed above. But on 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 scld for as little as Rs. 25 ; but

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 redoce
the prevailing rate of interest and the value of competition with existing
lenders in bringing that reduction to pass. In Java the cultivators take
their eight-month crop-loans from the pawnshops, and we should like
1o 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 the rates of interest for loans to salaried workers in

“* The other two members were not present to vote apon this matter.

3 -
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stowns brought down (see Chapter X) and we think the pawnshaps
-offer one means of attack upon the problem. Whether the investment
of money in jewellery is deplorable or not (and we think it is not when
confined within reasonable bounds), the fact remains that.it will be a
long time before the habit is eradicated ; in the meantime it is wise to
Hrovide facilities for using jewellery as security to raise loans at
reasonable rates when required. Not only jewellery of course; the
improvement of the standard of living and the mechanical developments
-of the time are bringing into homes many luxuries of considerable value
which may quite properly be used to obtain credit on special occasions.
Tt is true that pawnshops have been abused by some classes in Eurape
:seeking money for indulgence in alcohol or gambling ; but the remedy
for this is not high rates of interest but moral training, for the addicts of .
these things will not be deterred by high rates of interest when their
minds are focussed upon immediate indulgence, Captain Clarke, the
Deputy Conumnissioner of Tharrawaddy, has told us that children eleven
years old already pawn their clothes to buy sweetmeats ; again the
remedy is not high rates of interest, but enforcement of the existing
rules. More sericus than this is the demoralisation of municipal and
district council finance by the large 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 getting a vested interest in main-
taining the rates so as to avoid taxation of their wealthier residents by
authorising high interest on loans to the poor. Moreover any real
improvement in the pawnshops of the towns will attract more borrowers
from outside ; already a considerable number of pledges are made by
rustics who come in to make 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 of
pledges actunlly taken at present ; and the resistance would come not
-only from district councils but also from municipalities,. who though
not subject to the rutes would object to lower rates than their own
‘being charged in villages around them. Some municipal committees
‘and some district councils 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 might be the
poor man's bank, and it is clearly undesirable that local authorities of
any sort should derive large incomes from charging to poor people
unnecessarily high prices for facilities which are (or will be made)
available cheaply through banks to the rich, who, because of these
better facilities, will make no contribution to those incomes. We think
‘moreover that there is serions dinger to municipal finances in the
liability to sudden reductions of license-fees which constitute so
important a part of municipal income and are fixed by auctions at which
bidding is in practice almost contined to Chinamen. The license-fees
may easily come to be controlled by rings and syndicates. This risk of
urepularity of revenue is familiar to those acquainted with the sales of
excise-licenses in Burma, and is exemplified by the figures for Rangoon
pawnshops in the marginal table at the beginning of this chapter.

(2} The place of the pawnshop as the poor man's banker bas been
50 well recognised on the continent of Europe that pawnshops have
been founded as charitable institutions, and even where they are (as

»
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ih many places) eithet a state or & municipal monopoly, they have often
Been endowed sd that they may lend at low rates of interest. In France
for instance; which copied these institutions from Itaiy, where they first.
driginated; the very natiie of ssont-de-piffé means, asnearly as itcan be,
translated, bank of charity or benevolence.

(3) In France there are 2bont fifty towns which have municipal
prawnshops ; some, having been endowed, charge no interest at all, but
some charge as much as oné per cent per mehsem. . In Paris the
Mont-de-Piélé is a department of the municipal administration and in 1911
charged 7 per éent per annum for loans o pledges valued at less than-
(about} Rs. 55. For larger loans the rate was not less, as niight be

_expected, but higher ; this was because the small loans had a charitable
element in them. Advances up to 80 per cent of value are made on gold
and silver and 66 per cent fof other articles. There are over fifty
branches, amd the capital consists partly of gifts and legacies and partly
of money mised by loan. The piofits 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. Buat we think this plan unworkable for
several reasons. Further the abuses which were found in Java, where
the pawnshop business has been studied more closely than anywhere
else in the East {ndies, 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 (a2) charged excessive
interest ; (5) 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 practically 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 bave
obtained from the Java Government some information about this
system through the help of the British Consunl at Batavia, and we
think the advisability of inaugorating a similar system in Burma should
be closely studied. The question whether the system should iaclude
municipalities or not would come into 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 bver all the shops, but might contribute some
of the profits to local funds with suitable adjustment of various claims
upon profits obtained in towns which have their own funds but get
some profit from persons ouiside the town using pawnshops within
the town, The contribution might be a fixed sum determined'
either in relation to the present revenae from pawnshops ; or, to deal
fairly with the accidental rises and falls of license-fees pnder the
present system, the average for the towns of eac!l district of the
quotient of license-fee divided by the population might be taken as.
the basis for the contributions in that district. In any case the
contributions should not be arranged so as to interest the municipalities.
_and district councils in keeping up the level of the present charges.
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(8) The system in Java was highly pra:sed less than two years agor
by Sir Hesketh Bell; a retired administrator," in his book " Foreign
Colonial Administration in the Far East.” In describing Java he wrote
as follows -~

“ For those who need small and temporary financial 1 help G vern-
ment pawnshops are a great ‘boon. They are to be found in the
populous centres and appear to be admirably managed. Househotd
doods of even the smallest value-are accepted as pledges......sSo -
much confidence is reposed-in these Government pawnshops that
people who are leaving their homes bn a pilgrimage, or other long
journey, often deposit their household goods in them, not so much
for the snpke of the money advanced as en account of the security of
storage. ‘The pawnshops, besides being a great convenience to the
poor and a protection against the rapacjty of usurers, are a source
of considerable revenue to the Governmenb.,..It is difficult to
understand the objections that apparently exist against the institu-
tion of similar organizations in British tropical territories.”

(6) Java is a densely populated country, having an area of 50,000'
square miles and a population of 39 millions, or 780 to the square
mile. Iniactits area and population both approximate to those of
England ; while its aren is only one-third and its population three times
as great as that of the main river-basins of Burma to which our enquiry
specially relates.  These considerations affect the problem closely ; but
the success of the Java scheme is attributed to "its intrinsic merits, its
excellent reputation and the confidence it has inspired in the people.
The system was first started in 1903 and was extended until the main
island of Java and the largest neighbouring island, Madura, 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 pledyes for loans equal to just less than 200 million rupees, the
corresponding figrres for 1918 being 45 million pledges and 140 million
rapees. There has thos been ample experience to furmsh a basis for
jodgment,

(7) After experiments in other directions the basis of valuation
adopted is one which may be very rounghly described as 80 per cent of
the new value of the pledjze at the place where it is offered, less a dednc-
tion for wear and tear, Unredeemed pledges are sold by anction ; and
if a price fixed by valuers is not obtained for any article, Gevernment
buys it in at that price and exposes it for sale in the show-rooms attached
to each shop. Losses on this system have been trifling. At times the
value of goods held by Government has been large. For instance, after
a poor harvest in 1926 it rose to nearly 5 million rapees. But this total
rapidly fell until in 1928 it came below 300 thousand.

(8) It is stated that the large number and increase of the pledges do
not indicate the existence and growth of poverty. There are some
pawnshops in prosperoas localities where the nomber of pledges has
increased five times and the lcans ten times since the begimning of
Government management ; pledges redeemed are as much as 90 per
cent of the total.  The people do not save money bnt acquire goods; they
deprive themselves of the nse of the goods temporarily in order to raise
money as required. They then save to redeem the goods.

(9) We recommend that Government should study the snbject
» nd make similar experiments in Burma as there appears to be no reason
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why this scheme, so successful in fava, shounld not also be successiul in
Burma, where people are also prone to spend money on the acquisition
of goods. If the experiment succeeds, a state monopoly of pawnshops
everywhere, including municipalities, should be gradually extended and
municipalities compensated on some equitable basis (such as was
snggested 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 designed to obtain the maximum revenue the pawnbrokers will
naturally come to consider themselves justified in making maximum
profits and will not be scropulous as to how they get them. We think
4the desire of local anthorities to have something to say about local
pawnshops 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
<xtended. After experimenting had been done it took fourteen years
more to cover the main island of Java and the one small neighbouring
island of Madara. Burma too would require a number of years after
completmg experiments. Hence the need for a Pawnbrokers Act to
<arry on in the meantime.
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CHAPTER XVI.—CoLLECTION OF CAPITAL.

588, Hoarding.—Opinion amongst the general public as to the
amount of gold and silver hoarded in Burma varies widely. Some think
a great deal is hoarded. In the remote and backward tracts, especially
amongst Karens in the hills, there seems to be a common practice of
burying silver ; but the people there are poor and cannot have any
large amount. Of coursea small sum hoarded by each of many
thousand familics makes an imposing total ; bat in the present discus-
sion such totals must 'be viewed in comparison with large standards.
These areas are outside the ordinary parts of Burma te which, as
explained in paragraph 30, our enquiry relates. Probably the practices
seen in remote areas were general everywhere under the conditions
which prevailed in Burma in the 17th, 18th and early 19th centuries ;
there would naturaily be some people here and there continuing those
practices. In the country offices of Dawsons Bank and in the Pegu
Central Co-operative Bank it has been noticed occasionally that 2 heap
of rupees bronght to the bank has left a small amount of earth when
counted over ; this suggests that the rupees had been- buried, but
possibly they had only been buried overnight. Snch temporary burying
for one or two days is a common practice both with money and with
jowellery.

589. It is not possible to say with certainty whether much money is
hoarded or not ; but various considerations lead us to think that
nowadays, in the ordinary parts of Burma, there is comparatively little
gold or silvér hoarded in the sense of being buried in the ground or
otherwise put completely out of use. [t is not easy for a Burman to
keep money in his possession. He has too vivid an imagination of the
benefits to be obtained by wsing it to buy something. He knows
nothing of a miserly pleasure in the mere possession of money ; he
enjoys consuming it. He may purchase material things, or he may
Ret spiritoal  satisfaction by gilding a pagoda, entertaining
pongyis (monks) or doing some other work of Buddhist merit. So far is
he from hoarding, his disposition is to nse his credit to the utmost
possible ; he even gets deeply into debt for such works of merit as have
just been mentioned.  If he hoards at all it is done in the sense of
investing in jewellery. The customof giving English sovereigns as
wedding presents seems to contradict this ; but in some cases these have
been collected over a long period #hd often the same coins are sold to
do duty again. Sovereigns used also to be collected to give to boys
going to England 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 not know) to have left Rs. 700,000 in hissafe ; but it was all in
currency 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 profitable use. From timeto-
time considerable sums are reported to have been destroyed by fire, of
taken by dacoits ; but these sums too are generally in notes, and one
need not believe that all such reports are free from exaggeration.
Moreover these large amounts are exceptional, and generally are the
proceeds of some recent sale or are money kept or borrowed to be used’
in the immediate future. There must of course be a number of small
collections of savings, because depositing in banks i$ not practised ;-
but as a rule these are lent out at interest, though some money is kept,.
generally as notes, in a place thought safe from theft. In some cases
protection against theft is obtained by giving for safe custody fo 2
wealthy neighbour who has a brick house ; this practice shows the first
fudiments of & system of deposit-banking and indicates the possibility
of getting deposits if confidencé in banks which are conveniently
situated can be established. Money locked away must however be
éven less nowadays than it was quite a few years ago; bicycles,
Electric torches, cinemas, gramophones absorb and keep in circulation
many rupees which, until a few years ago, were kept locked away, The
enormous fricréase in motor-buses has not only brought out the money
withi which the busés were purchased ; it has stimulated people to travel
and developed tiew channels of trade ; lnxuries and novelties of varions
kinds are being nsed and are even being stocked by shops in remote
villages where formerly hoarding was practised.

590. Altogether there is no need in Barma to teach the error of
burying gold and silver ; teaching should . be directed fo judicious
spending and saving and to depositing in banks or investing even small
savings. Deposits in banks at reasonable interest will only be made by
most people when rates of interest wpon local lendings have been
reduced and banks have inspired confidence. Banks in fact must be
developed to a considerable degree first and deposits sought Iater ; it is
nseless to think that savings can be collected as a fonndation on which
‘banks can be started.

591. Usual Investments.—People who have had much money
have generally invested some or all of it in land and used the balance,
if any, to finance their tenants or to carry on a moneylending business.
T.and is still the most favoured investment althongh other things now
compete with it. Land has the advantages of generally continuing to
exist and yield profit and of conferring social status ; tenants are easily
found owing to the large number of landiess men eager to get land to
work ; the annua! income may not be so large as industrial profits
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iometimes are, but it is fore certain and itis hot Very small ; thefe G
wother soimetitied abbt Watchitig the tenant #8d fdancing him, Bak
ihis ctih be and s ovétcoine by slightly teducing the Fént 30 48 to have
2 choice of good ténants § in any cise there is fio bother wWwith incoire-
tax. Lahd flsd Has the advintape of being readily accepted as secority
for 16afid ¢ paddy millérs and sthers who havé 4 sedsonal business find
it best to ifivest their dwd capital i land &6 that it eatns all the yeaf
tound afid té LorkoW on the security 6f the land ifi their busy season.

Past experience {h Burma too has given rise to 4 strong belief in the

apprecintion of the capital viilue of agricultural land. Other forms of
investiment for people with cohsidérable suis are paddy-mills and saw-
tnills ; those who do not use these methods may buy paddy at harvest-
time and store it for salé after some months, 6f practise moteylending.
In fact nearly all Burmans Who have any spare hohey beésides what

they wart to invest in land, or have not enough to buy a useful imount.

of land, lend {t but in smallet of largét sums, and this is the most
populat use of money after the purchase of land. Wealthy mett
generally like to derive the larger part of théir income from rent of land
Because they feel then that their capital s safe ; they obtain vne-third to
one-quarter of their incomé from moneylending because that is morad
profitable although moté risky. Beésides these forins of Investment
there isinvestment in jewellety ;: this is favoured by wealthy pedple
for some part of théir money as being moré easily realised than land
and by poorer pedple because they have too little money to buy h usefuf
amount of [and and the jewellery gives them some enjoyment. Some
Burmans make deposits with Chettiars, and in towns where eithef
commercial or co-operative banks exist some havée begun to maké

deposits with those banks ; in the delta some of the wealthier persons:

ontside the towns too deposit in the nearest branch of Dawsons Bank.
There has recently been some increase in shyness of Burmans with
respect to both Chettiars and banks, owing to the difficulties of the
Chettiars in Angust 1929 and the failure of the Burma Provincial Co-
operative Bank and the recollections of the failures of the joint-stock
Alliance Bank of Simla in 1925 and of the joint-stock Bank of Burma &
few yvears before that.

592. Jewellery.—In Burma as in many other countries there has ,

been a tradition of investing Savings in jewellery. We asked district
committees to give us some idea of the value of the jewellery ordinarily
possessed by people of some typical classes. Most committees said they
were unable to give any reply ; the estimates furnished vary in different

narts of the country, but seem to afford a rough standard. Accordieg

to these estimates a typical cultivator working his own land is likely to
have for himself and his wife jewellery worth anything from Rs. 25 to
Rs. 200 ; a value of Rs. 50 to Rs. 120 seems to be a fair average. Amongst
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-townsfolk the men often wear heavy rings, but this is not usual with
rural 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 ;
for labourers nil ; for a blacksmith or other artisan Rs, 50 ; for asmall
shop-keeper Rs. 50 to Rs. 150. Many of these have debts at the same
time as they have jewellery. In fact many buy jewels and keep them
-on 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
.every year, although having the use of it for only two or three days in
ithe 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-
:ing 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
-pow 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 (so that there is no longer any
;resemblance to hoarding) 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 valoable
jewellery to an increasing extent. Two or three years ago tooa move-
ment against the wearing of excessive jewellery was started amongst
Burmese women in Rangoon, and deposits were made with Chettiars of
-smoney 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,
Jbut that is hardly credible ; more probably it died because, as a first
effort, it wasnot strong.enough to continue. Some caution is required
dndeed in asserting a general tendency to use less jewellery. The last
few years have been, as explained in Chapter I1, difficult years for Burma
on account of the fall in the price of paddy in relation to other prices ;
the apparent disuse of jewellery may be only a temporary manifestation
.of the harder conditions and be followed by greater indulgence when
conditions improve. .

593, In fact it is unlikely that the Burmese women will ever give up
asing jewellery ; and we do not think it altogether desirable 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 beantiful 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-
Aion or uses is largely a matter of taste and fashion ; advancing educa-
Aion will probably moderate the amount nsed on the person and
increase the "amount, used otherwise, Universal condemnation of

-
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nvestment in jewellery, such as is sometimes heard, is out of place:.
Che real requirements are firstly, reasonable limitation, according to-
n improved taste and, for persons of moderate means, according to-
ncome, and secondly, facilities for borrowing at reasonable cost on the-
iecurity of jewellery when need arises.

o

594. Current Accounts.—Current accounts in co-operative:
sanks have been discossed already in Chapter XII and those with:
Chettiars in Chapter XIIIg. The only other financiers accepting
money on current account are the banks described in Chapter ITI. The-
Linperial Bank pays no interest on current accounts. The other banks
pay 2 per cent per annum 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 larger accounts. Usually
a minimum deposit of Rs. 1,000 is required, but some banks have:
a minimum of Rs. 500 and some have Rs. 200. .The recent
development in England of banking by post has particular interest in:
Burma where banks are oconfined to so few centres ; we hope an-
endeavour will be made by the banks to provide for their upcountry
customers the various printed forms which make this system so easy to»
work. There are a number of satisfactory customers who could be
obtained if such facilities were offered them. Government’s system of”
allowing officers to draw part of their salary through a bank in Rangoon
already affords some help. In some co-operative banks which have:
ostensibly no current accounts local traders have savings-bank accounts:
which they use very much as current accounts, save that they cannot
draw cheques in favour of third parties but must withdraw money to
make payments. 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.

595. The co-operative banks use cheques in either Burnese or-
Euglish. Chettiars drawing cheques upon one another write in
Tamil, but they require their customers to write their cheques in
English. Customers may'sign the cheques in any way, but they must
put an English indication of the name with the signature ; nsually this is
done by a rubber stamp with the drawer's name. No doubt Tamil
cheques would be paid by the Chettiar, and similarly cheques in which the
signature is written or the name indicated in Tamil ; but customers do -
not use Tamil in this way. The fact is that English is the business-
language. The banks collect cheques written or signed otherwise than
‘in [English provided they have full recourse to the customer. They
- usually pay cheques only if written in English, and them only if the-
signature is either in English script or is made in the presence of an-
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officer of the bank. For the latter case cheques can .be signed in
.advance in the presence of an officer of the bank who ajtests all the
signatures : but this procedure exposes the customer to danger in case
‘3 signed cheque-form is filled 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
frequently happens that a cheque is drawn by a person of one
language in favour of a person of another language. We are
not therefore prepared to support the suggestions made in India
" that vernacular cheques in general should be admitted to
the clearing. Knowledge of English has spread a great deal
_amongst business classes and is spreading fast now ; so that there is &
diminishing need for anything of the kind, But as some older men do
nat write Egglish although they can verify a cheque written in English
by a clerk, we think it would be reasonable for all banks in the country
to recognise Burmese signatures as Dawsons Bank does; and we
. suggest that these would be more characteristic of their writers and
-serve their purposes better than an English signature laberiously
-written by a person imperfectly acquainted with English. We are
.impressed by the movement in Epgland and America to bring as many
- people as possible into the orbit of banking so as to economise in the
use of metallic currency. We think the same object should be pursued
in Burma, and that the banks will assistin the pursuit if they permit
Byrmese signatures op cheques ; they will thereby make a current
~account useful for a considerable class of people and help accordingly
in the economising of currency and the development of banking in
general. , .
596. At places where the Imperial Bank has a branch Government
. already accepis for payment of its dues crossed cheques drawn on banks
which have clearing accounts. A temporary acknowledgment of the
.cheques is given at first and 3 receipt for the payment is given when the
-cheque bas been cleared. We think this arrangement might be made
more widely known, and that in the same districts approved landowners
- should be allowed the privilege of paving land-revenue by cheque drawn
upon the local branch of the Imperial Bank and paid in at the district
headquarters. We do not think the necessary arrangements to inform
the headman who ordinarily collects the revenue in cash need be
. cumbraus ; there is the advantage of avoiding risk of loss by the head-
man and also that of saving the headman as a rule a journey to the town
to find the assessee and demand payment. Although the rules require
payment to be taken to the headmam such journeys are commonly
made,
597. We further recommend that all treasuries should acgept

,cheques drawn by appraved local banks npon a bank which is either a
“member of the Rangoon clearing or is represented on it. The local
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bank would make the payment by such a cheque in accardance witly its
.customer’s instructions wnd ' would receive fram the treasury an
.acknowledgment which any headman or government officer would
accept in payment of the land-revenue or other government due
.describeqd in the acknowledgment,

598. Stamp-duty en Cheques.—The stamp-duty on cheques
was abolished with effect from the 1st July 1927 by the Indian Finance
Act, 1927. Na influence of the abolitiog upon the volume of cheques
passed throogh the clearing in Rangoon is yet perceptible® ; there have
-of course been other forces affecting that volume. But the abalition
has yndoybtedly helped to induce traders ard others outside Rangoon,
«especially Burmans,? to open corrent accounts in the co-operative and
-other banks. “

599. Fixed Deposits.—Money is accepted on fixed deposit by
-Chettiars, co-operative banks and the banks described in Chapter IIL
“The Imperial Bank and the exchange banks pay rates of interest which
arg usyally from 3 to d per cent according to the season of the year,
the period and amount of depusit and other circumstances. The other
.banks of Chapter III pay rather more. The deposits with Chettiarg
have been discussed in Chapter X111, and thase with co-operative banks
in Chapter X1}, It is to be observed that ixed deposits in Burma are
nearly always deposits for a period fizéd at the time of depositing.
Fixed deposits of the English type, that is, for an unspecified period
but requiring a prescribed period of notice for withdrawal are not
invited by any bank ; but there may be a few such deposits made by
-Spacia) arrangement.

600. Savings-Banks —Savings-bank facilities are provided by the
post-office savings bank, by the co-operative banks, and by 11 of the
20 joint-stock banks managed on western lines which were described in
Chapter IIl. The succeeding paragraphs will treat each of these
dhree classes in tory,

601, Post-Ottice Savings-Bank.—The post-office savings-
‘bank works on the same rules in Burma as in India. [ts rate of interest
.at present is 3 per cent per annwn, The total number of post-offices
in Burma doing savings-bank business in February 1930 was 474, Of
these 35 were in Rangoon and 11 in the town of Mandalay. A table
-showing th¢ number and the proportions to population, area and numbes
of villages in each district is given in the second volume of this report.
Qmitting districts of particularly sparse population or backward

| cogditions the total number of offices in Burma is 375 : and there is one
| N

* See paragraph 87. - + Soc paragraph &0
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office to every 28,000 population, to every 36 village-tracts and to every 340»
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 squares
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 ; 21l the remainder except a
few wére of indigenous races. Rural depositors are almost
non-existent. - ’

603. The total mumber 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 the
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 vear ; but since the accounts are few at offices in small
towns and villages these averages do not represent typical offices. The
total amount deposited each vear has increased from 6°2 million rupees
in 1919-20 to Rs. 86 millions in 1928-29, while withdrawals have
similarly increased from Rs. 4'7 million rupees to 67 millions. On an
average there are 2°22 deposits and 112 withdrawals from éach account
every 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.

604. The average deposit is increased by transfers of accounts from
one office to another, the whole amount being treated as a withdrawal.
Bat this increase cannot be large. Withdrawals are aftected more in
this way because the whole balance of a deceased depositor makes one
large withdrawal, and because mare 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 ata time, and’
points out the direction in which propaganda should be carried 6n.
The last Postmaster-General told us that the facilities of the savings-



~

( 273 )

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 standard of subsistence that he ought to
save some reasonable part of the excess. For large numbers of people,
attaining a comparatively low standard of life only with some difficalty,
gtrenyous 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 necessary conviction must be brought about by propaganda aided
by improved facilitiecs. We have known several clerks in Government
offices who have become grateful (after a time) to superior officers who
have induced them to open savings-bank accounts. Life-insurance,
provident-funds, and savings-accounts all serve different ends, and, if
means permit, all should bewused. But a moderate savings-acconnt
seems to come first in order of need becanse it would help to keep up
_ insurance-payments at times as well as be available for other wrgent
small needs. )

605. The last Postmaster-General commented npon the number of
oftices doing savings-bank business, and explained that more savings-
bank offices could be opened if the people gave more support to post-
offices in their general work.* But the further development of the
savings-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 roral savings. The wisest
plan is to concentrate upon the towns where deposits are already made,
. and particularly 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 difficnlt to arrange. Moreover it is difficult to make
onesclf deposit regularly if a journey to a post-office in the monsoon
rain or the very hot weather is necessary, even if the jonrney is short.
Heads of factories and cffices can help by arranging to make deposits
in the day-time with sums held back from salaries for the purpose ; the
post-office should supply 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 cheque could be
accepted for the deposits without either risk or inconvenience to
the post-office. In the largest towns arrangements might be made for
opening on at least some days after offices and factories close ; this
wouald 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

1 * See paragraph 63 in Chapter 11,
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arrangements would give little trouble to anybody ; in fact they would
* giveless 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 establishmentto fix too high an
amount for monthly deposits ; generally 2 small initial rate increased 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 celumns of the pass-books
in Burmese as well as English. Similarly the rules, which at present
are printed in English alonein the pass-books, should be given zalso 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 rules. Some of the rules need not
appear in the pass-books at afl. Most Indian depositors in the towns
are probably sufficiently acquainted with English to yerify the entries
in the pass-baoks, but real popularisation of the savings-banks requires
the recruitment 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 known sufficiently well.

607. The intréduction of home-safes into the post-office savings-
bank systemn should be tried ; it would be justified by even a small
number of depositors using the safes. Home-safes are small boxes
specially constructed 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 be opened and the money is then placed
an deposit in a savings-account. The depositor is required to give a
sam equal to.the cost of the box as security for its due return to the
bank. Home-safes succeed in inducing savings because of their
psychological influence over the depositor. They have been taken up
by the large banks in England because they are expected to establish in
the depositor habits of saving which will make him become an ordinary
customer of the bank ; it is largely for this reason that they invite
depositors to " come often to the bank. ™ The cost in England or
America of a2 home-safe of the type which registers the amoant con-
tained is about Rs. 3, while a simpler box not registering costs Rs. 2,
‘The registering box would perhaps be more popular in spite of the
larger security-deposit given forit. But since stocks of the safes need
be kept only at Rangoon there wou!d beno difficulty in using both
kinds at first until depositors show a distinct preference.

608. The maximum amount which may be deposited in any one year
should be-increased from its present limit of Rs. 750 to Rs. 1,500. The
only danger in increasing the Bmit is that at a time when money is not

-
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easily employed profitably a large amount of deposits might be brought
to the post-office to eama lttle interest ; the limit Suggested is sufficient-
1y low to meet this,

609. The maximum amount to be held at the credlt of any one
account should be increased from the present limit of Rs. 5,000 to
Rs. 10,000. ‘The difficulty of raising the limit arises cat of the risk of
large sudden demands for withdrawals. This is serions only where
there is no treasury in the same town. At post-offices in these places’
special notice might be required for targe withdrawals ; and for with-
drawals above some limit, say Rs. 3,000 {or some places and Rs. 1,000
for others, the depositor might be required to go to the district head-
quarters to receive the money unless a nearer sub-treasury is generally
able to provide the money. It must be remembered that large sums are
more likely to be required for nse 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 woyld prevent the arrangement being abused to get free’
remittance in an indirect way. .

610, Depositors should be permitted 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 wonld thus be
freed of all bother about the account. Such nomination is permitted by
the co-operative societies acts for deposits in co-operative credit
societies and banks.

611, 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 ander Buddhist law the right, subject to
.accounting to the other heirs, of controlling the property. As a matter
of fact joint deposits by a Burmese Buddhist husband and wife are
permissible even under the present post-office rules, because a Burmese
Buddhist marriage is legally a partnership and accordingly comesunder
ithe exception in favour of " a known firm ™ ; but this fact has not been
recognised. '

612. We reject the sogpestions that the rate of interest should be
raised ; that rate must depend wpon the general level of interest-vates,
and its present general relation to the rates paid by banks and earned
by government securities should be maintained. An enhanced rate of
interest inappropriate for savings-deposits with government secority is
not the proper means of increasing the popularity of the banks. We
have already in paragraph 416 advised against allowing co-operative
societies a higher mate of interest than 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 suggestion that post-office savings-bank moneys should be
lent to local co-operative societies.

614. It is now many years since the question of l:qu:d resources 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
inevifable ipplication to the Bank of England for accommodation to
meet 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 topay the depositors. We recommend
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
canses of thehigh averages for deposits and withdrawals from post-
office savings-banks. We think a2 knowledge of the circumstances lead-
ing to these must be of importance to the postal department as well as
to all who undertake any propaganda on 2 considerable scale to enconr-.
age saving. A study of the ledgers of 2 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 B2 percent or nearly five-sixths
were deposited by indigenous people, and one-ninth of the total, i.c. 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 upon development in the towns.

617. Savings-accounts in Joint-stock Banks.—Deposits
on savings-bank accbunts are accepted by the Imperial Bank, four of the.
exchange-banks and six other banks. The four exchange-banks are the
Allahapad, Liloyds, the National City and the Yokohama Specie banks.
The remaining six are the Central Bank of India, the Bengal Central,
the Burma Loan, the Chinese Merited and Dawsons banks, 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, Moulmein, Akyab,
Mandalay and Myingyan and at the eight offices of Dawsons Bankin

® Lombard Siveet, Chapter XIII ; first published 1873.
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the Irrawaddy division {Pyapén Bogale, Kyaiklat, Dedaye, Maubin,
Kangyi, Moulmeingyun, .Bassein). A deposit of not less than five
rupees {in some cases ten) is generally required to open a savings-
-account at a joint-stock bank, but smaller sums are accepted for
subsequent deposits. The Central Bank of India, the Bengal Central
Bank, and perhaps some others already supply home-safes (see para-
graph 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 withont notice, but the management
watches to see the accounts are used only as savings-accounts. In
most 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 required 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 cheqoe-books to their savings-bank 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
nse: 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 without distinction from cheques drawn
against carrent 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 forms (i} treasury bills, (i) 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 transferable by endorse-
ment and delivery, (v} bearer bonds transferable by mere delivery.
Treasury bills represent temporary borrowing by the Government of
India, 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 otherwise 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 taken up in this report, where first post-office cash
certificates and then the remaining three kinds, which are the main
forms in which Govérnment’s rupee debtis held, will be discussed.
Persons unacquainted with government securities but proposing to
invest in them otherwise than through the post-office (see paragraphs
019 and 632 below) should consult the Guide Book for Imveslors in
Government of India Secwrilies which is poblished by the Government
of India and is sold for two annas at the Central ,Publication Branch
of the Government of India, Government Place, Calcutta.
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. -619. Post-office Cash-Certificates.—Post-office cash-certifi-
cates were first issued in 1917-18. ‘They have a growing redemption
value arranged so that if left for five complete years to mature they
yield the equivalent of 525 per cent compound interest added yearly.
From the 1st April 1923 to 31st March 1926 the rate was 6 per cent:
from 1st July _192,710 31st July 1929 it was 4'5 per cent; at all other
times it has been as mow. The certificates can be redeemed at any
time, but if redeemed before five years expire the profit is rather less
than the full rate of interest would 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
valnes are always used as the nominal values of the certificates.
Transfer from one holder to another is effected by written application
4R a prescribed form without any expense. Nobody is allowed to hold
certificates of greater total wvalue than Rs. 10,000 because it is not
intended that the certificates should compete with ordinary govern-
ment securifies in any way. The profit on the certificates is not only
free of income-tax, but is not reckoned as income to- detertnine the rate
payable upon. other income. Government offices are authorised to
accept certificates from persons required to give security.

620. In the second volume of this repart we give. a table showmg
the sales and redemptions of cash-certificates in the area of each head
post-oifice 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 chiefly 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 annual sales have
varied so irregularly that no simple conclusions can be drawn from the
figures for them. .

621. Three Burmese members of the commnttee 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 fally
matured certificate the yield will be equal to 6 per cent compound
interest as it was from April 1923 to March 1926. They approve the
suggestion made by Mr. Subbaiya, an accountant in Rangoon, that the
redemption-rates shouid be so graduated that a certificate redeemed
after one year should receive interest at 4 per cent and that for each
sncceeding year the rate should increase by one-hall per cent (and
be compounded as now) and they recommfend Government to adopt
this plan. Two other members of the committee however take a
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diametrically opposite view and recommend reduction of the rate of
profit. The other three members conld not attend the discussion of this
matter. The view of the two dissenting members is as follows :—

Minority View of My, Dawson and the Chairman—(1) In the five
vears 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 as shown in the -margin hereby.

Ip considering the figures it must be remembered

Value. | Per cent. that for various reasons the certificates of low deno-
mination are sometimes bought instead of one of a

10 o4 higher denomination; e.g. to enable the holder "to

20 06 realise any fraction of his holding by itself, or
138 1{ 4 because certificates of higher value happen to 'be
500 35 out of stock. The high percentages of certificates
1000 53 of large value are arresting®. To a large extent
———-<—this is due to the purchase of cash.certificates as

1004 an economical form of security to be given by

* cashiers, bailiffs, contractors and others. Some
part is due to the investment of reserves by miscellaneous societies,
hospital subscription funds and the like. But it isalso due in part to
the investment in these certificates of well-to-do people who see in
them a safe investment of particularly pood yield, costing nothing for
stamp-duty, and easily realised without any risk of a fall in market-
value; 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
certificates less appropriate to the poorer people than the savings-banlk,
because these cannot generally have any safe place to keep them ; on
the other hand, if, by reintroducing the safe custody arrangements, the
certificates could be popularised, the cost of the arrangements would be «
large and make the certificates an expensive way of raising money for
Government if the equivalent of high interest is also paid.

(2) Bankers complain that the certificates compete with them
unfairly in the collection of deposits because they cannot afford to offer
rates of interest which will compete with 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 wot
felt the competition of the cash certificates; 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 addition there
is little hope of developing a habit of investment in industries and land-
mortgage banks so long as these certificates vield so much. It is true that
many certificates, being redeemed before they become mature, earn
interest on a lower scale than those that mature ; bat this is amalogouns
to the loss of interest on premature repayment of a fixed deposit
and does not affect our view that the interest is too high, having regard
to the quality of the security and the conveniences of the certificates.
Accordingly we think the proportions sold of various denominations
show that it is desirable to reduce the profit offered. The certificates

* The correspanding perocentages for all India are sitnilar.
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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 rale of profit 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 (now
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 vield of approximately 4 per
cent; the present price being Rs. 7-12-0, the price might be raised to
Rs. 8-0-0 for a year and increased to Rs. 8-4-0 after that. The small
proportion of ten and twenty-rupee certificates bought shows that this
would have no effectin discouraging saving; this is realised even more
clearly when it is observed that the average annual values of the
purchases of ten and twenty-rupee certificates in 1925 to 1928 were
only Rs. 6,006 and Rs. 9,668 respectively while savings-bank deposits
in 1929 were over 85 millions. Itisthe privilege 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 possible 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 profiton cash certificates is opposed to the advice of most
people who dealt with the matter in answering the committee’s cues-
tionnaire, None of those in fact contemplated reduction. Most advo-
cated an increase of profitt 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 also the last sentence of the minority view in the 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 2 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
for any amount of certificates deposited at one time in one name;
up to the number which would require additional postage. The work
inthe 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 should 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 Government
makes a new loan it arranges to receive money for it at the Accountant-
General's office, at every district treasury, and at all offices of the

“lmperial 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 already holding them securities representing previously issued
loans, and conversely he may sell his own securities to others. In
Rangoon there are brokers and bankers who will arrange to buy or sell
securities in the stock-market at Calcutta; sometimes they have both
buying and selling orders at the same time dnd can match them so as
to have only the difference to buy orseil. The Imperial Bank of India
always has a stock of securities ready for sale over the counter at all its
branches. If the investor lives far from one of those branches he
can remit his money by Remittance Transfer Receipt to the Calcutta
office of the 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
treasury designated for the purpose ; brokerage incurred in Calcutta in
selling the securities is charged, but nothing is charged for remitting,
The post-offices also have arrangements for buying and selling
securities ; but these are restricted to savings-bank depositors and are
limited for each person to a maximum of Rs. 5,000 nominal value in any
one year. When the market price of a loan is below par there is a
fap between the arrangements at the treasuries and af the post-offices
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which is not provided for, because the treasury arrangement does mot
come below Rs. 5,000 market-value while the post-oftice does not go-
__above Rs. 5,000 nominal value, Tbe Imperial Bank and, subject to
certain restrictions discussed below,* the post-oftice “also have arrange-
ments for seiling securities and holding them in safe custody; the
treasuries hold promissory notes ¥ in safe-custody but not bearer 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 suob-treasury, but for bearer bonds it can only
be made payable at a treasury.

626. We recommend thata Public Debt Office should be established
in Rangoon. If Burma is separated politically from India this will
natorally occnr ; but it is equally desirable if the separation does not
take place: At 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 2 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-mort-
gage banks. It would thus help as suggested in paragraph 18 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 earna
profit still when their present use for moneylending has been prevented
by the provision of better credit facilities.

627. The 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 see
people investing in government loans, because the money so invested
will be used in the country; they think assessment to income-tax
discourages small investors. Two other members of the committee
- dissent from this and give their view as follows:— ,

Minority view of Mr. Dawson and the Chairman.—With precisely
the same object of encouraging small investors to buy government
securities we take a view directly opposite to that of our colleagues and
recommend that ordinarily the interest on a government security shoglld
be liable to income-tax. In issuing tax-free securities as weil 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 two classes of securities when tax

*® Sce paragraphs 632 and 636 to 638.
1 For stock certificates safe custody is not necessary as they are of no value in
the hands of a wrongful bolder and doplicates can be obtained withott much difiiculty .

]
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is reckoned at that highest 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
strong discouragement of small investors in tax-free securities. We.
think the conveniences to some investors of a fixed net rate of interest
independent of variations in the rate of income-tax has been over-esti-
mated, and that on a broad view it is generally- better for the country
that all wealthy holders of government securities should bear any 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 asking for refund of the excess tax deducted at the
source. If they apply to ihe local inoome-tax officer for this refund
they must make a full return of their income ; some with incomes 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 all this seems to be provided by the
proposals below with respect to the custody of securities by the
post-office.

628. We recomunend that the minimum amount to be remitted by
treasuries free for the purchase of government secuarities should be
reduced from Rs. 5,000 to Rs. 1,000 and that corresponding arrange-
ments should be made to sell securities and remit the proceeds to any
treasury named by the seller. For the purchase of securities also we
think that up to a maximom of Rs. 2,000 arrangements might be made
for. sub-treasuries (except certain ones to be named in the rules) to

. receive the order and the money and pass on the order to the treasmry
offhcer, although sub-treasury officers are not authorised to issne
remittance transfer reoeipts in general. These recommendations leave
a certain sphere in which either the treasuries or the post-ofhces could
be used for buying and selling. ‘We think no difficulty need be made
about this ; the public can choose which plan it lilbes according to the
conditions of buying and selling in the post-offices and treasaries, and
the conveniences with respect to payment of interest and of relief from
income-tax in case the securities are left in safe custody with the post-
office. 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 por-
chase of government securities by instalments. In places where banks
exist such purchases can always be made ; any bank would be willing to

. advance the purchase prioce on deposit of, say, one-tenth, the balance

to be paid by monthly instalments. The net cost to the purchaser would
differ very little from the cost in case the money was saved in a savings-
bank ontil the required total had accumulated ; the advantage is that
the investor feels compelled to make bis monthly payments and estab-
lishes habits of thrift. In other places the natural plan is to use the
post-office suvings-bank tirst to make monthly deposm. and thell to buy
the securities through the post.office. :
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630, In selling government promissory notes throngh 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
amust get a magistrate to make the necessary endorsement for them. We
see no means of remedying this, but ir facl we doubt if the difficulty is
likely in Burma to arise. The Accountant-General howéver 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-
tion. 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 treasary officer who
receives a promissory note for sale must see that the signature agrees
awith the previous endorsement or with the name on the face of the note;
the re-writing of the name would not give additional work but would
automatically conduce to better examination of the signatures. At
branches of the Imperial Bank too there need be no difficulty in dealing
with Burmese signatures in the same way ; Burmans clearly have a right
to have signatures in Burmese accepted in Burma. Standard forms of
-endorsement in Burmese should also be prescribed to correspond to the
English forms in paragraph 41 of the Government Securities Manual.
For other languages we think 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 signatures also shouid be treated in this way.

631, Government Securities in the Post offices.—The
last Postmaster-General noted in his evidence before ns that, so far as
he ‘was aware, investment in government securities through the mediom
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
«eal 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
Gnide. 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
-day, and no brokerage or other expenses are charged for. In particufar

* See his reply to Question 1017 in the third volume of this report.
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there is no charge for 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
savings-bank depositor. Meanwhile the post-office is willing to held the
securities in safe custody free of charge, provided they have been bought
through 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 subject 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 the
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 pnly
restriction is that imposed by the limit of Rs. 5,000 for total purchases
of tax-paying and tax-free securities in one year,

633, If facilitics are given at treasuries for the purchase of securities-
costing Rs. 1,000 or more,.the maximum nominal value to be purchased
throogh the post-office in any one 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 afford facilities and encourage-
ment to savings-bank depositors. We think a wider view should now
be taken so that the object will be to facilitate transactions in  govern-
ment securities by all small investors. It must be remembered too that
any person can become a savings-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 person offering government securities for sale throngh the
post-office must be a depositor shounld be abrogated.

635. It further seems unnecessary to limit the selling facilities to-
securities bought through the post.office. They should at least be
extended to securities for which the holder sobscribed ; and then seca-
rities bought from such a holder by a local person seem to have an equal
clnim.  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 the post-office up to a limit for each
person of Rs. 2,000 nominal value in one calendar year should be
accepted for sale by the post-office. I the facilities at the treasuries
are not given this limit might be Rs. 5,000. ‘There should still, as now,

. ‘Sectiu\s.‘\:Snndlﬁd‘the Income-tax Act resd with the Finance Act ; notifica-
tion under section 60 of the Income-tax Act given as item (1} on page 107 of the
Income-tax Mangal, Volume [, 3rd edition.
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be no limit to the amount sold of securities purchased tlﬂough the post-
office. We recognise however that careful instructioas to postal officers
will be necessary to prevent people from selling through the post-office
securities to which they have not a good title. 1t may even be neces-
sary to require the execution of a bond of indemmity, possibly {vith
guarantors ; but we hope this can be avoided.

636. The safe-custody restrictions seems to rest upon a confusion
«of ideas. If the facilities are intended omly to encourage small
investors there is no reason for “excluding tax-free securities when
.comparing any holding with the limit ; ; if the exemption is intended to
be & practical measure to avoid collecting income-tax from small
investors who are not liableto tax and will claim refunds it is wrongly
arranged, because amy person however Iarge his holding can take
advantage of the arrangement, provided he has the foresight to buy
through the post-office. In fact the larger his income the more it pays
him to sell in lots of Rs. 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 for
the income-tax department s to avoid collecting tax which has to be .
refunded and yet to . collect; what is really dvue. The limit of
Rs. 22,500 seems likely also to have been fixed ona basis of the
amonnt that would yield Rs. 1,000 interest at 4'5 per cent when the
maximum income exempt from income-tax was Rs. 1,600: But that way
.of fixing the limit ignored the eases in which the imvestor had othet
income and so. should have been assessed ; and on the other hand it was
not modified when the minimem assessed income was raised to Rs 2,000,

637. We recommend—

(a} that every savmgs-bank p05t-oﬁ'1ce should, on behalf of the
Deputy Accountants-General, Post and Telegraphs, accept
for safe custody government pronrissory-notes and stock’
cerfificates up to a total nominal value of Rs. 30,000 from

‘any one person without reference to liability to income-tax
or the manner of purchase ;

(5} that interest paid on securities in such Safe custody shonld
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-free and other
income derived from such securities and should be assessed
according to the ordimary rules ; and

(c) 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 reporl confidentially to other moome-ta:

officers mformatnon so gained.
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Securities 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. The provision for exemption from deduction
of income-tax at source for any securities deposited with the post-office
would provide small investors with a way to avoid claiming refunds_of
income-tax for which they were not liable, and would save the income-
tax officers the labour of making such refunds. Indeed the income-tax
officers would probably make a point of telling the applicants how to
avoid the need for future applications. -

638. In the case of securities deposited for safe custody we approve
of the depositor being required to have a savings account to which the
interest will be credited. There is no need {o pay 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 o saveit, 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 for safe custody to be a savings-bank depositor
at the time of tendering, although for Rule 49 to work he must
gontinue to be a depositor so long as the securitics are in safe

“custody. If the account is closed no interest should be paid till it is
re-opened. 1f the holder of the securities dies his executor should be
allowed to have a separate savings-bank account for the estate until the
sccurities are transferred to the new holders.

+ 639. Stock-exchange.—The provision of a satisfactory stock-
exchange is necessary for the encouragement of investment in land-
mortgage banks and in industrial and commercial enterprises. There is
a Rangoon Stock Exchange, but owing to the small numbers of brokers )
and the small volame of transactions it is of Httle importance. The
exchange-room is in a broker's office, and it is not visited every day by

. #ll the brokers ; sametimes a broker telephones his report of a transac-
tion. We asked the Rangoon Stock Exchange what improvements could
be made in it and how a regular market for Government securities
could be started in Rangoom ; the Exchange replied that it had no
evidence or reply to put forward. We think the establishment of a
public debt office in Rangoon, as recommended above, * would help to
develop the stock-exchange. There have been complaints against the
present stock-exchange on the ground that its members do both dealing
and jobbing ; but the same system is in force in Calcutta, and we
believe that the members say they could not make a living othenwise,
and we are at present unable to make any constructive suggestions.

640. Investment-trusts.—We have coasidered the promotion
of investment-trusts. We do not regard them in their ordinary form as
feasible in Burma for some years to come ; but an investment-trust, on

* Paragraph 626.
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either a joint-stock or a co-operative basis, investing only in shares and
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 commercial securities. :

641. Insurance.—All forms of insurance assist in the develop-
ment of banking by encoutaging 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 proposal 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 companies and societies
can offer better 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
covld 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 »
radical improvement in ithe 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 wheman office of the insurance company collects
premia in the same town many people have difficulty in paying im
office hours, and even if premia are collected in the evening the incon-

"venience of going out in the rain during balf the year is a great
deterrent. Payment of premia by employers who deduct the amount
from salary-bills is therefore desirable for employees of all grades im
which banking accounts are not usually kept. Employers who can
remit by chegue, or have offices or correspondents in places where the
insurance companies have agents collecting premia, could all assist
their employees in paying premia in this way ; and Government should

lead the way. _
642. Public Funds in Banks.—At present all government

funds (apart from currency reserves) are kept in the Imperial Bank at
places where that bank bas branches and in the treasuries and
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sub-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 government
‘with " ways and means " resources, that is to say, the money required
to carry on from day to day in the intervals between the large inflows
of revenue. If these local-fund balances were deposited in banks the
" Government of Burma- might occasionally feel the need of them to
maintain its balances,; unlcss it kept a larger amount ot 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 belicve
that a wider view should be taken. If the Government and local-fund
balances at places where the Imperial Bank has no office were lodged
with banks they would provide a basis for a certain amount of
credit instead of lying quite immobilised and useless as as they do
now. At times Government might need to issue treasury bills
to provide ways and means, and thereby would incur interest
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 particular 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 bauk to hold the government’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 be permitted to deposit their balances,
with suitable safeguards and other condmons, in local banks, whether
joint-stock or co-operative.
643. We. recommend Government to adopt a bolder pohcy. and,
_ subject to the conditions and safeguards noted in paragraph 417,* to
allow local funds to make deposits in banks on savings fixed or current
account. There is a special difficulty in the case of some local bodies
that receive considerable contributions from the Provincial Government ;
but a conventioa could be made as to the dates of the Government's
contributions, and if 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 oncor
two places with an agreement that it shall be terminated at one year's
notice at any time within the first ten years if Government so desires.
644, One result of allowing local bodies to deposit their balances
with local banks will be that payments of the salaries of their superior
employees by individual cheques will be a simple matter. We recom-
* Subject alsoin the case of co-operative banks to the dissent of a minority with
respect tod;gosihonmmlmn! 1 50¢ paragraph 408,
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mend that Government- should enoourage local bodies to adopt this
plan, which would have considerable influence in inducing not only
_ those emplovees but also their friends toopen banking acoounts. The
payment by cheque of other sums, sach as payments to contractors and
shops, bas the same influence. Local bodies in fowns in which the
treasury balance is kept by the Imperial Bank are already able to pay
in this way by cheques drawn on the bank ; but we understand they do
not as a rule pay individual 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 government balances, we have recommended earlier
in this chapter measures intended to encourage the lending of the money
of private persons fo Government. Some part of the answer is that the
holding of the government and local-fund balances is a matter of ways and
means, or sort-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 for an average return from
some safe and some risky investments in trade and industry, but must
have all safe. For that reason we have given special attention to. the
facilities offered to the very small investorsin government securities.
In the next place investors with rather more resources cannot be expected
to risk much of their capital in industrial undertakings at their first
introduction to investment practice. They too need the safety of govern-
ment securities in which 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 accumulations of capital, which are owned by the ordinary

people of the country, collected together into useful reservoirs. Itis
better to get this money collected in Government’s hands than not at all ;
if so collected it does at least set free for other purposes money of larger
investors that Government would otherwise have toattract by offering
higher rates of interest. Thus the collection of small 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 way is
opened to the popularisation of investment in general. By offering
facilities for investments in government securities the danger of a severe
* set-back through severe losses to those unable to bear them is pushed
aside. Haste is made slowly, but all the movement is forwards.
646. Following out these lines of thought we recommend a general
pelicy of arranging goverament's borrowings with an eye principally to the
smallest investors on the one band and to insurance companies and banks

L
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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 indusiry.

"647. National Thrift Committee —We do oot think the
recommendations made in this chapter will be very fruitful if nothing
further is done. ‘We afe strongly of opivioe that samebody should have
the definite duty of carrying on saviags propaganda. Something of the
same kind was started in Great Britain in connection with the issnes of
war-doans ; it persists now as a National Savings Commiftee guiding
a large number Of National Savings Associations, which are locad associa-
tions formed to help their members toinvest in the British eqnivalents of
post-office cash-oertificates in the most profitable and convenient aways.
But at first most of ¢the wark to be done in Borma would prolubly be
rather different, and would consist of a slow steady permeation of the
public mind with an sppreciation of the virtue of saving ind with kuowdl-
edge of the facilitiesavailable. Thene wanid also be the improvement of
those facilities to meet the needs bronght to light in the stndy of saving
that-wanld be made. The qualities of the various ways of saving would
be tanght ; for example the varying uses to an ordinary clerk of a past-
affice sxvinge-bank account, deposits of various kinds in other banks,
post-office cash-certificates, provident-funds,, life-insurance, debemtures
of  land-mortgage banks and other forms of investment would be
brought out. To larger investors the principles of investment in
ordinary shares and the relations of the Ructuations of their yiekl to the
gteneral fevel of prices would be shown. The media of pohlication
would be judicionsly chosen according %o the class intended to be
reached. For the educated classes small books might be prepared ; but
generally the more subtle propaganda of suggestive artides in news-
papers and journals, often designed to conceal their ‘origin and propa-
gative character, would be preferred. In Rangoon and perhaps some
other large towns the organisation of national savings associations might
be trisd. Effarts to gel employers to joinin savings schemes and group-
insurance plans for their employees might be made as in Great Britain.
Propaganda wonid include effarts to discourage people from living
above their means, and perhaps the Punjab model of co-operative
socistiss whose members support sach other in this matter would be
adopted. For all this a non-paolitical unpaid National Thrift Committee
£onsisting of persons who could keep it in touch with all classes of the
community is required.® It would be best if it could be formed un-
officially by pablic-spirited people and had no connection with Govern-
ment except by making an application for an annual snbscriphion o its
expenses. Other funds sheald be collected by public subecription.
The commitiee wounld need 2 paid chairman or secretary who would be
its executive membar.

* Mr. Dawson doubted if the proposed commitice would he effective bat had not

time to think out ap alternative proposal.  Five other members present (four ‘Burman
members and the Chairman) were upanimous in the recommendation.
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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. Moreover, the
need for protecting the people by law against dubious concerns which
ostentaticusly adopt the name of bank 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. .Jt is, however, not only the public but also the bankers them-
selves who need protection by definition of the term * banker.”
Sir John Paget has illustrated this as 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 kas no evidence, to decide.
He must at once either pay or 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 sust
(immediately) make up his mind (as to) (1) What is a banker ? 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 2 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 signboards and in
letter-headings as * bankers, " it is extremely doubtful whether in any
case a banker paying a crossed cheque over the counter to a Chettiar could
successfully maintain in a court of law that he had paid it toa “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 only the Negotiable Instruments Act but aise
the Indian Companies Act [sections 4, 136 and 259] the Bankers'

‘Books Evidence Act [section 2 (2)] and the Indian Stamp Act

¢ Paget's Law of Banking, 4th Edition, page 2. Words in brackets added by us
{o make the sense clearer.
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[section 2 (¢} and articles 1 and 53 (#) of Schedule I] alf use the term
_ bank or a derivative, ¢.g. business of banking, without 'defining 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 subject from the chambers of commerce:.

652. The Royal Commission on Indian Currency and Finance (1926)
suggested in Article 1( 2 of its report that'in India and Burma the term
bank should be taken to mean — '

(a) every person (including a firm or company) using “ bank " or
" banker " or “ bankers ” in its description or title, and
(b) every company accepting 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 privileges and acts designed to
protect the public interest, and that the definition in the latter class
must necessarily be wider than in the former. Accordingly we shall
consider the definition of banker separately for each of the four acts
menlioned in the preceding paragraph.

653. “ Banker" and the Bankers' Books Evidence
Act, XVIII of 1891 —Section 2 (2) of this act is as follows :—
“Bank” and “ Banker” mean—
(a) any company carrying on the business of bankers ;
(&) any partnership or individual to whose books 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 partnership or individual carrying on the business of bankers
within the tecritories wnder its administration, and keeping a set of
not less than three ordinary account books, namely, a cash-book, a
day-book, or journal, and a ledger, and may in like manner rescind
any such notibcation.

654, The need for the privileges of this act is particularly felt by
bankers who are liable to be called upon to make payments on demand,
as this liability makes it necessary in the interests both of banker and
customer that the books should always be available for refereace at the
banker's place of business. The privilege is granted by the act itself
to incorporated bankers without distinction, and may be granted by
notihcation to others who “ carry on the business of bankers ” and keep

* The note is reproduced with the questionnaire in Part C of Volume II of this
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the prescribed books. The Nattultkotfai Chettiar Association has asked
that Chelliars should be included in the term danker for the purposes ol
. this act. Apart, however, fromx the formidable difficulties of defining
Chcitiars we cammot approve an exténsion of the act to persons who
work wader no kind of cowtrol and donot publish accounts. Moreover,
we'do eot see bow, if this extension were made, any moneylender
keeping the prescribed books could reasonably be excluded. We ace
of opinion that the privilege should be vestricted generally te concerns
publishing their accounts and employing qualified auditors.

655. We think that if a register of bankers is established snder the
Negotiable - Instruments Act (as is proposed in paragraph 661) the
privileges granted by the Bankers’ Books Evidence Act shounld be
confined to registered bankers. In the meantime we recommend
amendment of the Banker's Books Evidence Act as follows :—

(n The substitution for section 2 (2) of the following definrition:—

~ “Bank" and " banker ™ mean a public company which in the

ordinary sourse of business receives from the public deposits of

money on currenl account subject lo payment by cheque or to

wilthdrawal on demand and nol inlended lo be used principally

£ lo pay for goods lo be supplied or for services to be rendered
* by the company lo the depositors.

(2) The substitution for section 3 of a provision that the Local
Government may, on application by any person (individual
partnership or private company) keeping a set of not
less than three ordinary account books, namely, a cash
book, a day-book or journal and a ledger, declare by
muﬁcatxon that such persom shall be a banker for the
purposes of the act. -

(3) The insertion of a section—

(a) requiring every person specially notified as a banker for
- the purposes of the act to comply with alt the provisions
relating to publication of statements, accounts, returns
and audit which the Indian Companies Act makes for

public companies ; and
(b) directing the Regisirar of Joint Stock Compames @) to
remove forthwith from {he list every notified banker who
fails o comply with these provisioms, (ii) to advertise
the removal in the local government’s gazette and
{iii) to publish periodically in the same gazette 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 goods and services is to be charged.

656. “ Banker™ and the Indian Stamp Act, I of 1899.—
The section in this Act which defimes danker is 2 (I} which is as
follows :—" Banker " includes a bank and any person acling as a bank.
The term banker is used in this act only in Article 53 (A) of Schedule I,
which gives the banker a privilege, viz. exemption from stamp-duty in
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certain cases, ¢.f when a receipt given by him for momney ia not.
expressed to be received form, or by the handsof any other tham the
person to whom the money is to be accounted for. Fhe exemption as
it stands extends to money received on current, savings-bank, fixed
deposit or any other accounts ; and we do mot propose that this
exemption should be modified.

657. ¥ the definition proposed for the Bankers’ Books Evidence
Act were adopted for the Stamp Act, it would deny the privilege of
Arlicle 53 (A) to many persons who now legitimately enjoy it. On the
other hand, as the law now stands, amy moneylender, even of a dis-
reputable kind, simply by calling himself 2 banker or chaiming A acl as
a banker (whatever that may mrean in this act) would be entitled to the
exemption. [ is not desirable that the door should be open so widely
as to admit momeylenders who call themselves bankers and whose
fxed deposit business is negligible. On the other hand, it is mot
possible to exclude people who accept current accounts, though their
business in them may be small.

658. We accordingly recommend that the following definition of a
banker shall be substituted for that now given in section 2 (1) of tHe
Indian Stamp Act ~—

" Banker " means a person who in the ordimary course of
business recesves from the public deposits of money om current
acconnt 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 said person to the
depositors.

659. " Banker * and Negotiable Instruments Act, XXV1
of 1881.—As the provisions of the Negotiable Instruments Act which
affect bankers particularly are those relating to bills of exchange and
cheques, we have naturally looked for guidance to the United Kingdom
and the United States of America which are the countries in which the
use of cheques has been most developed. In those countries the
meaning of danker has developed as the use of cheques has increased.

660. We accept as the best plan for the definition of banker in
Burma and India for the purposes of the Negotiable Instruments Act
the plan of registration, which has been suggested by Sir John Paget,
the eminent English authority on banking, and was adopted by the late
Dr. Walter Leaf, Chairman of the Westminster Bank, Ltd. Sir Johm
Paget's views are epitomised in the following quotation from his Law of
Banking *:—

“ The only true road to safety both for the public and the
banker lies in the scheme, propommded by those best qualified to
jodge, of an anthoritative and conclasive Register of bankers . . .
This, completed after investigation by a legnlly qualitied tribvmal -

* PFomth edition, page 3
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and amended by the same as occasion may require. . . . . would
supply 2 means of ready reference and prompt decision open to
the bank-clerk and public alike.”

Dr. Leaf, 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 registec which could be established without any
hard and fast definition of the term bank. He proposed that a tribunal
should be set uvp with power to admit applicants ot 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 the
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 be 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 banker
should be defined as a registered banker. The law providing for

-registration should require 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
bave powers of investigation so as to enable it to protect the public

"from ill-considered and dishonest propositions. We think further that
it should refuse registration to any concern which proposes to conduct
banking business as subsidiary or ancillary to any other business. Such
concerns seek deposits to finance their main business ; as they therefore
have as a rule only one borrower there is no averaging of risks,

662. Institutions specialising in certain forms of banking business
¢.¢., savings-banks, land-banks, grain-banks,’ mortgage-banks, co-
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 institutions and banks of the
commercial type. It would be necessary to divide the register into two
parts ; the first to comprise the commercial type and the second the
others. A question of nomenclatuore 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 Institule of Bankers (1920).
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as chegue-banks to distinguish them from the others, If the term bankisto
be restricted in the register, the first part may be headed Banks and the
second Quasi-Banks. 'We should prefer the use of the term chegue-banks.

663. We think that when a register of bankers is introduced the
tribaonal which controls the register 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 avoid .intro-
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 of two prescribed dates in each year.
The dates prescribed should be fixed with reference to section
136 of the Indian Companies Act with an interval of six months
between them. There would be no harm in allowing an offender to go
on with his business until the next regular date. A list of disregistra-
tions should be published at each date in the Burma Gazellz 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 registered bankers at

_intervals, Bankers would thus have no difficulty in knowing exactly at
any given time which businesses were included in the register.
Government might send out revised lists annually to all bankers as a
matter of courtesy without any liability in case any failure to_ deliver
the list to any banker or any error or omission caused loss or -
inconvenience to anybody.

664. There will necessarily be some delay in working out the
details of the registration system. In the meantime it is desirable that
bankers should obtain immediate relief from risks to which they are at
present drily exposed. We accordingly sugsgest that asa temporary
measure the term ' banker "' should be defined in the Nejsotiable
Instruments Act so that it might include only —

{a) every public company registered under the Indian Companies
Act, 1913, which in the ordinary course of its business
receives from the public deposits of money on current
account 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

(8) every corporation formed in pursuance 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 (a)
ﬁ:r R pul:llic company registered under the Indian Companies

ct ; an

(c) every person who has been notified by Government under
section A (see immediately below) as a banker for the
purposes of the Act.
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Section A to which reference is made in clause {c) of this definition
should authorise the local government to notify as a banker for the
purposes of the act any person, ‘not covered by clauses {2) and (b), who
satisfies the conditions. prescribzd for a public company in clause {a).

665. We have intentionally refrained from including corporations
registered under a foreign law in clanses (a} and (b) of the defimition of
a banker in the last paragraph. Thisis not because we have thought
of imposing any special: disabilities upon them * ; but because we think
that, in view of the 'differences in the laws under which alier corpora-
tions are registered in their own countries it is beiter that they should
be dealt with by notification under clause () of the definition of
banker. Government should notify as a banker all respeciable alien
corporations which comply with provisions resembling fairly closely
those of the Indian Companies Act with respect to the audit of
accounts and the publication of statements and acconnts.

666. We are of opinion that no persons who have hithetto beem
recognised as bankers for the purposes of the Negotiable Instruments
Act'should be deprived of its privileges, and we recommend that all
persons (including private companies and partnerships) who, prior to a2
prescribed date, have been recognised as bankers for the purposes of .
this Act by any local association of incorporated bankers should be
notified by Government as bankers for the purposes of this Act, and
that complete lists of these and of all bankers who satisfy the definition
should be 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 analogows to that suggested in item {3) of paragraph 655 for
the Bankers’ Book Evidence Act should be made ; for, if made, apart
from the necessity that bankers will be under of scrutinizing these lists
closely from time to time, difficuld questions are likely to arise as to
when a person ceased to be a baoker under the act, and the object of
definition, which is to achieve simplicity and certainty, would be
defeatedd Rules must be made to contrél the admission of new
applicants and to formulate the conditions nunder which notification
should be made which would bring them on to the list. As the
ultimate cbject 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 be afforded a relief which it would be unjust to withhold any

longer.

667. “Banker” and the Indian Companies Act, VII of
1913.— The acts hitherto discassed confer privileges upon bankers ;
but the Indian Companies Act imposes obligations and restrictions

* See also paragraph 778.
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upon them. Section 4 of the act requives registr.at.ion» under the act
whenever more than ten persons jom together to carzy on the business
of banking, although as many as twenty may coliaborate to carry on
other business without such registration. Section 136 (1) requires
every limited banking company to publish and display at certain periods
statements of account in a prescribed form. Section 259 also refers to
banking companies to impose an obligation upon certain of them.

608. We are of opinion tha{ the terms banking company and business
of banking should be defined for the purposes of this act, and that the
definitions should be in terms so wide as to make it difficult 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, the definitions should be
independent of the register of bankers proposed above.

669. We sugyest the following definitions for this act :—

(1) * Business of banking™ means the carrying on either as
principal business or as subsidiary to another business:—
(@) any business under a name including the word@ dank or
any of ity derivatives ; or
(b) any bmsiness holding itself out in any terms or in any
manner to bea " bank ” or to do ‘*banking business ™ ; ox
() any business recognised as that of a banker for the pur-
poses of the Bankers' Books Evidence Act, 1891, the
Indian Stamp Act, 1899, or the Nepgotiable Instruments
Act, 188} ; or '
{(d) arty business which in its ordimary course comprises :—
(i} the receiving from the public of deposits which are
repayable with or without a prescribed period of
notice or on demand and are not intended to be
used principally to pay for goods to be supplied or
for services to be rendered by the receiver to the
depositors ; or
(ii) the receiving of deposits from the public on any terms
and the lending of money to persons not confined to
& closed list.
(2) Banking Company means a company which carries on the
business of banking as above defined.

670. Customer.—The correlative term cusiomer stands as much in
need of dclinition as bamker. The pecd {or the definition arises
mainly in connection with (i) & banker’s lien and (it) the protection given
to bankers in collecting crossed cheques under section 131 of the
Negotiable Instruments Act. Thereare two conflicting views which
have been stated thos : —

(1) To constitute a ecustomer there must be some recognizable
course or habit of dealing in the nature of regolar banking
business ; an isolated transaction or a series of transac-
tions not associated with banking is not sufficient.
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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 & Counly Bank * (1901)
and Malthews vs. Williams, Brown & Co. t {1894} favour the first which is
the older view ; in the first of these rulings it was held that * there thust
be some sort of account, either deposit or current, or some sjmilar
relation.,” Ladbroke vs. Todd } (1914) and the privy council ruling in
Commissioners of Taxation vs. English, Scoilish and Australian Bank §
{1920) favour the second which is the later view.

671. 1t is in the interests of bankers to accept the later and wider
view, Butitis 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
<radit to it the stolen cheque, draw out the money and disappear. Thas
the protection which * crossing ”” gives to the drawer or endorser of 2
cheque might easily prove valueless. On the other hand, there would
-appear 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 covrse
-or 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 account. Assuming that there has been no such negligence,
we consider that a person seeking o open an account becomes a
-customer, not when money is paid in or a cheque is accepted for
<ollection nor when the first cheque drawn is paid, bot 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 bankers show that the
difficulties which arise under section 131 of the Negotiable Instruments
Act arise when collections are made for a3 current account ; no thief
would want fo open a savings-bank - accoont or a, fixed-deposit account
with a stolen cheque, as money credited to such accounts would not be
withdrawable on demand. Thus it is especially for current acconnts
that legislation is needed. Itis, of course, conceivable that a savings-
bank account might be used for the purposes of 2 current account ; but
such cases would be rare and wonld occur only where the banker
permitted frequent withdrawals. The answer to the general question

* Great Western Railway Co., r5. London & County Bank (1901 A.C. 414).
Malthews vs. Williams. Brown & Co. (1994) 10 Times L.R. 386.
Ladbroke vs. Todd (1914) 30 Times L.R. 433. .
Commissicners of TaXation vs. English, Scottish and Australian Bank (1920

A.C. 683.)

*
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**What is a customer ? " must necessarily be wider than the definitiom
that is necessary for our special purpose. The question is of fact rather
than of law and must be determined upon the merits of each case. A
court would, however, presomably accept the fact that a person has some
kind of acconnt as prima facic evidence that he is a customer, even if it
did not want to go so far as to say thal the opening of some account was-
an inc_lispensable condition.

673. Accordingly werecommend that . the term cusiomer 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 includes 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 bim and delivered to
the banker for collection.

674. Enquiries before opening a Current Account.—
There are also unfortunately two conflicting 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 cffect that
minute enquiries are absolutely essential, another that they are practically
optional.” For the former view (1) Turner vs. London & Provincial
Bank. (2) Guardians of St. Jokn Hampsiead vs. Barclay's Bank and
(3} Ladbroke vs. Todd are the main -authorities. In the first case a
reference was not followed up ; in the second the enquiries were held

_to be perfunctory : in the third no enquiries had been made. For the

view that enquiries are optional the authority is Commissioners of Tava-
tion vs. English, Scottish and Australian Bank (1920) * where a thief had'
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 followingtermst :—

* 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 was sought to charge as independent wrongful dealings
with the cheque. This necessary liberality of interpretation must be
reciprocal : the banker to obtain protection must show that be has.
not been negligent in any maller leading up to the actual payment.
Many cases . . . . havegoneagmnstthebanker N
. on the ground 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 agreed that a banker should not open
an account {(more particularly a carrent account) with a person anknown

* 1920 A.C. 683,
¥ Legal Devissons affocting Bankers, Vol. VII, page 222.
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40 him without ficst obtaining references from responsible parties as {
‘the proposed customer’s respectability and responsibility’; and in th:
wiew the text-books are supported by Ladbroke vs Todd where the facl
were similar to those in the privy council case save that the stole
«<heque was an order cheque. The privy council ruling is not bindin
on English Courts which however are bound by Ladbroke vs. Todd
Indian courts on the other hand are bound by the privy council pulin
.and not by Ladbroke vs. Todd. We think the duty of enquiry is on
which the banker owes to himself, to his proposed customer and to th
public ; that clear recognition of this duty would be salutary ; and tha
the failure to perform this duty should be regarded as negligenc
«diseatitling the banker to the protection of section 131 of the Negotiabl
Instruments Act. -

675. In view of the doubt which the Privy Coancil dictum throw
-on the subject and the dangers to which the public will 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:—"

Exptanation :—The failore of a banker to make cnquiries or &
follow up references with respect to a cusiomer's respectability anc
vesponsibility before opening an accounl for that customer i
negligence within the meaning of the section notwithstanding tha
such failore relates to omissions antecedent to the receipt of payment

676. Enquiries before opening a Savings-bank
Account.—Savings-bank accounts are intended & encourage thrifi
-among people of slender resources ; cheque-books are not issmed fot
ibem * and withdrawals are usually subject to restrictions. Thos there
seems to be no need for strict enquiries into the respectability of persons
seeking to open soch accouats, aad ia fact it does not appear to be the
_general practice of bankers 10 make such enguiries. But if 2 banker
who has collected a cheque for a saving®bank account is sued for
.conversion, the defence that he collected *‘for a customer ” will be of
Etile pse if he has to admit Re made no enquiries before opening that
-customer's account. The proposal we have made in the preceding
paragraph imposes in the interests of the public the duty of enquiry
" when coHeclions are made for any account. Bankers would therefore
be well advised to make carefid preliminary enquiries, even for
customers who have only savings-banks accounts, if cheques are to be
-collected for them.

677. Crediting as Cash. —The question as to what is the
position of the banker when he credits as cash a cheque received from
his customer for collection has been reopened by the decision in Under-

* Cheque-books are issued in some cases ; see paragraph 617. But that is oot
- the general rule.
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wood vs. Barclay's Bank (1924), which appears to be at variance with a
decision of the House of Lords in Sutlers vs. Briggs (1922). We raised
the following question in our questiormaire :— .
" Before the Underwood decision, in cases where the banker
made no arrangements with his customer as to whether he would
“hononr the customer's cheques against uncleared effects, the credit
as cash of open cheques receiveéd by the banker, for collection made
the 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 Underwood case put upon the banker the
burden of proving (1) that cash was credited and (i) 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 against the true owner if it should be found that his
customer had not 2 good titte.  {See Legal Decisions affecting Bankers,
Volume 111, page 327, ¢f seg) Should legislation be undertaken on
account of this decision so as to relieve the banker of the burden it .
imposes upon him? 'Would it be suitable for this purpose to declare
that, by crediting as cash a bill or an uncrossed cheque which was
not overdue and upon which there were no forged indorsements, a
banker shall become a holder for valoe ? . .
678. The explanation appended to section 131 of the Negotiable
Instruments Act corresponds to an English act of 1906, with regard to
which Sir John Paget states in Ledal Deasions affecting Bankers (Volume
111, pages 329 and 330) :—
“When the 1906 Act came into force the banker's position
.. - seemed consolidated and commanding, if anomalous. The view taken
.- ofit . . . was that when a banker credited a crossed cheque
" as cash he obtained the right of a boider for value while retaining
the protection of section 82 (section 131, Negotiable Instruments
Act). 1f he so credited open order cheques, unless there was forged
indarsement, ot if he so credited open bearer cheques, he was holder
for value tantamount in the case of a banker #o holder in due conrse.
« » a « s » The banker's position as above defined is now
challenged and threatened . . . The matter calls for serious
consideration.™
The decision in the Underwood case is regarded by Sir John 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 that, if Sir John Paget’s views were translated
into law, the banker's position might be too commanding ; but Sir John
Paget is a great anthority and we are not at present prepared to differ
from him. We are of opinion that the question requires early conside-
ration.

679. Fraudulent Raising of Cheques.—Much impartance
has been attached by bankers to the ruling of the House of Lords in
Londow Joint Stock Bank, Lid., vs. Macmillas and Arthwr.* This over-
ruled a long series of erroneons judgments which had been founded on
a misapprehension of what should have been the governing principle and

* 1918, A.C. 777 ; 34 T.L.R. 509, .
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authority. For reasons which are given by Sir John Paget * we are of
opinion that the principles enunciated in this authoritative case apply
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 ** payment
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 such as to facilitate frandulent 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
such cheque or bLill shall be deemed to have made payment in due
course. :

680. The Rejected Bill 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 being originally
drawn 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 Chambers and have already been published.
‘We have songht to obtain the views of the Burma-Indian, 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 bil! 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 ruling by the Bombay High Court an effect of section 50 of the

* Law of Banking, 4th edition, pages 177 and 331
¥ 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 expressed on the face of them as drawn to bearer,
shall not in any circumstances lose through indorsement 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 Negotiable Instruments

Act, 1881 (hereinafter referred to as the said Act):—

(@) For Explanation () the following shall be substituted,
namely :—

Explanation {i}.—A promissory note bill of exchange or
chegue is payable to order which is expressed by the maker
vr drawer thereof to be so gayable or to be payable toa
particular person and which does not contain words pro-
hibiting transfer or indicating an intention that it shall not
be trausferable and on which the only or last indorsement,
If any, is an indorsement in full ; and

(b) in Explanation (i), aiter the word “expressed” the
words by the maker or drawer thereof shall be
inserted.

These provisions however went beyond the declared intentions of
the draft bill, which were limited to the restoration of 2 well-established
practice and to bringing the Indian law into line with the English law.
683. Unfortunately there was a misapprehension as to the English
law in the minds of some who asked for the Indian law to be changed ;
¢.g. the Burma Chamber of Commerce described the English law as
providing that once a cheque becomes a bearer cheque it must always
remain a bearer cheque. This however is not an accurate description
of the English law. In England it is unnecessagry to examine endorse-
ments on a bearer cheque, because the English law is clear to the effect
that the tenor of a bearer cheque cannot be changed by endorsements-
The Indian law (section 50, Negotiable Instruments Act) on the other
hand, as the Bombay ruling emphasized, made such change possible by
endorsement. But according to both the English law and (since 1929)
the Indian law (Negotiable Instruments Amendment Act Na. VIII of
1919) the striking out of the word “ bearer ™ on the fac of a cheque,
with or without the addition of the word “order,” even though this
alteration is not initialled by the drawer, does not restrict the negotia-
bility of the cheque. The cheque so altered is now treated as a cheque
negotinble to the order of the payee.  And il is not only the drawer who
may make this alleration ; Lhe payee or even any holder may make it,
and he may even do so without the drawer's verification. ®* The w
seems to be quite clear and unambiguous as to the right of the holder to
. See Shoidon's Prachics and Lew of Baniing, Ind edition, page 9; Hart's
Low of Banking 3rd edition. page 240 ; Chadmere Digest of the Law of Bills of

Ewchange, 8th cdition. page 249. Scc also Quetions sw Banking Prachice published
by the Council of the Institute of Bankers, page 239, Q. o84, e o

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
the drawer.”

684. There appears to be no reason why the payee of a bearer cheque
should not make this alteration. If he does so the cheque becomes 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 agises. 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 payinent ; 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 liable to subsequent
holders and might therefore be 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 forgery,
for no fraud or dishonesty is involved. If the cheque is originally issued
as a bearer cheque, but has been endorsed by the payee, no difficulty
of course arises ; any subsequent holder may then make the aiteration.
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 justifiable. .

685. We are of opinion (?) that the law should not b altered to the
extent proposed in clanses 2 (a) and () of the draft bill of September
1929, (i) that as the law now stands the payee and the holder of a
cheque or hundi payable to bearer is not precladed from protecting
himself against loss of his property by theft by making it a payable-to-
order security, and (i) 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 English law,

686. Inasmuch as the payee or holder of a hundi is not precinded
from making the wvery same alterations as the payee or holder of a

* A text book on the Indian Negotiable Instruments Act with commentaries by
Bhashyam and Adiga, 3rd edition, page 348 ( f), ciies this view with approval.
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cheque, we see no reason why hundis should be.adversely affected by
the proposal to bring the law into line with English law, i.e., endorse-
ment should not operate to change the terms of the bearer instrument
{whether cheque or hundi) into an order instrument. Baot 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, legislation 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 instraments should be
rejected only because of consequences to hundis which, if necessary,
can be specially provided for. :

687. Protection of Banker paying Order Cheques.—
The Indian Negotiable Instruments Act appears to be out of harmony
with the English law in an important matter which relates to the
protection 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 payee is forged : for, having regard to the definition of
* payee " in section 7 and of * endorser ' in section 16, * payee ' does not
include " endorser ".* Moreover, section 51 indicates that it is not the
intention of the Act that the term “ endorsee ” should include " payee.”t
The same reasoning which applies to the endorsement of the payee
applies aiso to other endorsements. The position of the paying banker
in India seem therefore to be far from satistactory, as he cannot be
expected to know the signatures of ali endorsees of cheques presented
to him for payment. The corresponding section (60) of the Bills of
Exchange Act gives the banker this necessary protection. The case of
Sulleman Hussein vs. The New Oriental Banking Corporation, Limited,§
decided by the Bombay High Conrt as leng ago as 1890 denied to the
banker the protection which the English law gives ; but no eifort seems
to have been made up to date to put this matter right.] We recom-
mend therefore that the protection given in section 83 should be
extended so as to include endorsements subseqguent to that of the
payee.

688. The Definition of Negligence.—Sir John Paget has
shown in his Law of Banking (4th edition, page 248) the importance
of having a definition of negligence for the purposes of the Bills of
Exchange Act.” The same arguments apply to the Negotiable Instra-

* See Bhashyam and Adiga Nesoliable fustraments Acl, 3rd edition, page 353.
+ See Chalmer's Nogottalde Instrumenis dct am Brinsk Iwdia, 4th edition, by A.
Ear, 250 .-
Sce Tannan's Banking Law amd Praclice in India, pages 153-5.
118v0) LL.R. 15 Bom. 207.
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“ments Act of India. We recommend that in the latter Act a definition
of “ negligence ” should be inserted in Chapter 11 and we propose the
following definition for general application in addition to the explana-
tion we have proposed (in paragraph 675) to add to section 131 for a
spec;al rnatter —

* Negligence” means an omission to do anything which a
reasonable business-man would do taking surrounding circamstances
into consideration.

689. The Status of the Pass-Book.—iIndian Law unfortu-
nately does not impose any duty upon the customer to examine his
pass-book though it may be taken out by him or sent to him for no
other purpose. In this raspect Indian law follows English law. The
subject 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. .1f
the above view is correct, 7z, 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 and the like
cannot safely be made from mere entries in the pass-book. The Jaw on
this subject in America may be studied with advantage.

- 690. The American view is stated 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 i3 the answer to that demand and
imports a request by the bank that the depositor will, in
proper time, examine the account se rendered and either
sanction or repudiate it. The Court then quote the report
to the English Court of Chancery in Devaynes v. Noble
(1 Merivale, 530} and say that that report, made in 1816, is
equally apphcable pow, both in England and America,
and continue : “The depositer 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 purpose, is incomsistent 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 operation where a party to a stated account,
who is under a duty, from the usages of business or
otherwise, to examine it within 2 reasonable time after
having an opportunity to do so, and give timcly notice of

) his objections thereto, neglects altogether to make such

examination himself or to have it made in good faith by
another for him ; by reason of which negligence the other

* Paget's Law of Banking, 4th edition. page 3 4.



( 309 )

party, relying upon the account as having 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 account
may be estopped by their conduct from questmmng its
conclusiveness.” .

691. Sir John Paget 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
retarned cheques and counterfoils, or to have that duty
pecformed under effective supervision, and ireat~ the
omission of such duty as negligence or imputed knowledge,
estopping the customer from reopening the account if the
bank were shown 1o have been prejudiced thereby ; such™
prejudice consisting in the deprivation of oppertunity of
self-protection or the loss of any remedy, civil or criminal,
against the offender, it being immaterial whether the civil
remedy would have been likely to produce satistactory
results or not.” ¢ ,

692. We recommend that the definition of “ negligence” which

we have proposed in paragraph 688 should have the following
appended to it as an explanation :—

The failure of a customerf to examine his pass -book _sent ta
him or taken out by him and to bring to the banker’s notice within
a rensonable time any entries in his account to which objection
should be taken by him constitutes negligence.

In the absence of any change of position on the part of the
‘depositor, the banker who has mistakenly credited his customer's
account may prabably as the law now stands rectify the error, within
a reasonable time.! The explanation which we propose here would
relieve bankers from liability for damages at the mit of a depositor
whose cheque had been dishonoured as the result of a mistake which
he could have discovered if he had taken the trouble to check his pass-
book when this was sent tohim, It would not antitls the banker to
recover the money paid out by mistake if the depositor has changed
his position. “ The converse case also holds good. No amount of
acquiescence on the part of the castomer could justify a bank in with-

holding from him money really recelved for his credit, but omitted in
the credit items of the pass-book ™ 3.

~

693. Burmese Bills of Exchange.-—An amendment of
the Negotiable Instruments Act, 1881, to make it applicable to bills of
exchange drawnin Burmese has already been proposed in paragraph 350.
In paragraph 351 we have also proposed excluding bills in Burmese (or
any other language indigenous to Barma) from the teym hundi.

il.a-ojﬂauhug.ﬂhedmon page 310
Commercial Banh of Scotland ». Rh-d.inaoq.l-lmdl.onhﬂl.
Sce Paget's Law of Banbing, #h edition, page 395,
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694. Usurious Loans Act.—The Royal Commission on Agri-
cultore in India came to the conclusion on evidence taken by it that the
Usurious Loans Act, 1918, is practically a dead letter and recommended
(in Article 365 of its report) that in every province (a) an enquiry should
be made into the causes of the failure to utilise the Act, (b) adequate
steps should be taken to ensure its application in future, and (c) 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-
menfiations 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 the® Government of Burma's
request it gxpedited-the matter so that we could have the beneﬁt of its
report which it completed on the 2nd October.

695. The 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 mortgagé suits are decided er parte or on confession, 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 tromblesome task of going into accounts which have already
been cldsed, and consequently the provisions of the act are rarely used
save for the"simple:purpose of reducing the rate of interest charged.
The High 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 Coart deprecated the proposal that, a special report on the
working of the Usurious Loans Act should be included in the Annual
Report on the Administration of Civil Justice, as the amount of
work involved in maintaining special registers to provide statislics
would in their opinion be out of all proportion to their nsefulness or
importance.

696. We had the benefit of the High Court’s report when drafting
our questionnaire on this sobject, and we bave received replies to the
questions concerning it from 27 district committees. There is a general
‘consensus of opinion on the points that the provisions of the act are
rot widely known and that debtors seldom ask for the act to be applied
when sued for debt. In the few cases where the act has been invoked
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the debtors have presumably been represented or inspired by lawyers.
On the point as to whether 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 ell to recall
here that, apart from insolvency proceedings, the ac} 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
As not is conflicting, the “ ayes” and * noes " being almost evenly
balanced. ‘

697. We think that behind the difficulties brought out by the ﬁigh
Court and our evidence there is a root difficulty- in determining when
the rate of interest is excessivey and that this difficulty is particularly™
great in Burma because of the high rates of interest in vogue here.
We think some dehnite guidance should be Ziven 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
circumstances 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 saccessful. 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 fOl_'. unsecured loans in_ Burma.

o 098, If the caurts have such guidance to help them decide when a

rate of interest is excessive we think the permissive nature of section

3(1) of the act should be changed to make it peremptory, while still

limiting the application of the act by retaining the preseiit definition of
' Suit to which this Act applies " in section 2 (3).

699. Accordingly we recommend three amendments of section 3 of
the act as set dut below. We have drafted the amendments as thongh
~ the act were a Burma act ; in the gvent of political separation of Burma
from India this will be the case, while if separation does not take
place the course to be followed will depend upon the desire of other
proviuces to have the same amendment ; we do not think it necessary
for us to discuss the alternative draftings that have occarred to us for
the lAtter case. ‘The amendments for a Burma act are as follows .—

(1) 1n sub-section (1) for the words : the Court may cxercise all or
any of the following powers, mamely, may substitute the
following words +—

The court shall take such of the following steps as may
be necessary to make the interest reasonable and
the transaction fair in accordance with the
provisions of sub-section {2), namely :—

(2) Renumber clause {d) of sub-section {2) as sub-section (3) and
renumber the present sub-sections (3}, (4) and (5)
accordingly.
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(3) For sub-section (2) of section 3 so curtailed, substitule the

following :— ‘

(@) The court shall presume that any rales of interest
charged above the rates given in Schedule A of
this act 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.

() In considering whether interest is excessive under

this section, the court shall take into account,
besides all other circumstances relevant to the
reasonableness of the rate of interest charged, the
risk of the loan and any amounts charged 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
totzl advantage which may reasonably be taken to
have been expected from the transaction.

() In considering the question of risk the court shall
have regard to the risk incurred as 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 debior and the result of any
previouns transactions of the debtor, by way of lcan
so far as the same were known, or must be taken
to have been known, to the creditor at that time.

-

Schedule 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 including '

Rs. 100, fifty per centum per annum.
‘(2) In the case of loans of an amount over Rs. 100 and up to
‘and including Rs, 250, forty per centum per annum.
(3) Ip the case of loans over Rs. 250, thirty per centum per
annum,
II. All other unsecured loans and loans secured by crops,
produce, cattle and agricultural implements :(—
(1) In the case of loans of an amount up to and including
Rs. 250, thirty-six per centum per annum.
(2) In the case of loans of over Rs. 250, thirty per centam per
annum.
. 111. Loans secured by movable property of a description other
than those described in 1}-above or by immovable property :—
(1) In the case of loans of an amount up to and including
' Rs. 500, twenty-four per centum per annum.
{2) In the case of loans of an amount over Rs. 500, twenty
one per centum per annom.

<
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700. Having regard to the evidence which is before us we do not
consider that the amendments proposed above will materially affect the
credit of borrgwers 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 make sub-section 3 (I) 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 present general ignorance of the act’s provisions ; but the amend-
ment should still be widely advertised before it comes into force.
Also if sub-section 3 (1) is to remain permissive as now, steps should be
taken to advertise the provisions of the act. The Headman's Gazelic
might include an article upon it once a year, and all mewspapers
especially those circulating amongst Burmans and Indians, might be
asked to keep the act before the eyes of the public by reporting a
reasonable number of cases in which the act is applied, and by
occasional acticles and editoriala 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
Commission on Agritulture ta the effect that a special Teport 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 whether
‘this recommendation of the Royal Commission cannot be carried out to
such an extent as will keep Government informed of the uses and abuses
of the act as guidance for any further action which may come to be
necessary.

703. A minor matter brought to our notice is the failure of some
judicial officers to appreciate the definition of ““‘interest” in section 2
of the act, where the term is made to include any sum agreed to be
paid in excess of the sum actually lent. We snggest that- the High
Conrt should take steps to inslruct judicial officers on this point.

704. Licensing of Moneylenders.—in all countries
measures have been taken to regulate the business of moneylending,
bocause the power which moneylenders have over their borrowers has
been soapt to be abused. We are of opinion that the time for
such regulation is not ripe in Burma as a whole. But it is desirable to
have registration and some control of moneylenders as soon as circum-
stances permit ; and a beginning should be made by an act of a simple]
nature to control professional moneylenders in places notified for the
purpoee by the Local Government. Initially only Rangoon should be '
notitied. The act should not apply to all monevienders, bat cualy to p
persons who hold lhemsglvs out to lend to afll and sandry ; amongst
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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.

705, The principal provisions of the act shoald be as follows
Loans should be defined as in the Usurions 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
shounld 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 writterf contract, or
requires any payment due under the written contract to be made at a
date earlier than the date (if any) specified for it in the document. Ali
charges, apart from interest and expenses imposed by law, should be
prohibjted. All 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 last previous
occasion. ‘The language in which contracts for loans and statements
of accounts are written Should be that agreed upon by the lender and
borrower ; bat the borrower should 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. English figures should
however be permitted in every case in which the borrower asks for them.
In Rangoon the prescribed langnages might be Burmese and English.

706. No provisions with regard to compound interest or rates of
interest should be made in the act ; these should be left for control by
the Usarious Loans Act. Neither should the keeping of accounts in
any special form or language be required, nor any right given to the
borrower to inspect the lender’s accounts.

707. Licenses shonld be issued annually by the deputy commis-
sioner, who should have the power to refuse only in specified
circumstances, including the case of a person whose previous license
has been cancelled. The fee for a license should not exceed five

rapees.
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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 classes, namely —

(a) bankers ;

(b) bill-brokers ;

(¢ pawnbrokers ;

(d} savings banks, co-operative banks and societies, iand-mortgage
banks, industrial banks and loan associations for house-
purchase and bailding ;

{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 Negotiable
Instruments Act ; bill-broker should be defined as a person who buys
negotiable instruments as a regular business ; pawnbroker should be
defined as a pawnbroker under the Pawnbrokers Act. We particularly
recommend the use of the term professional moneylender in the act
instead of the single word moneylender ; misconception as to the scope
of the act is apt to arise otherwise.

709. The Indian Insolvency Acts.—Cheques drawn by an
fnsolvent,—Section 51 of the Presidency Towns Insolvency Act (§ct 111
of 1909) makes the official assignee's title relate back to the time of the
commission of the act of insolvency on which an order of adjudication is
inade, or, if there are more acts than one, to the time of the first act of
insolvency proved to have been committed within the three months
nxet 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 payving cheques drawn by an insolveat, is that the official assignee
can reclaim from the bank anv 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 55 of the Provincial
Insolvency Act are identical and provide protection to bora fide
transactions as against the official assignee in respect of :—

{a) any payment by the insclvent to any of his creditors ;

(5) any payment or delivery to the insclvent ;

(<) any transfer by the insolvent for valuable consideration ; or

(d) any contract or dealing by or with the insolvent for valualle
consideration.
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The protection is subject to the provisq that the tramsaction takes
place before the date of the order of adjudigation, and that the person
with whom such tranction takes place has nqt at the time notice of the
presentation of any insolvency petition by or against 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 clause (d) help
the banker in this respect. If the payee of a cheque is himself protected
there may be no difficalty ; 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 had such notice. The
position is highly prejudicial to bankers and it has compelled bankers
to adopt the practice of infarming a costomer, 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 10 know of either an act of insolvency
on the part of, or a petition against, his customer are necessarily rare ;
under 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 labilities to the trustee.” * Thus
although by the practice described the banker can sometimes reduce his
losses he cannot always prevent them entirely ; and in the circum-
stances this exposure to risk is unfair to him.,

711, We recommend that to section 57 of the Presidency Insolvency
Act, 1909, and to section 55 of the Provincial Insolvency Act, 1920
there should be added the following explanation — |

A payment made by a basker, without notice of the presentation
of an insolvency petition by a customer and before the date of the
order of adjudication, to honour the customer’s cheques whether
payable to the customer himself or to third parties is a payment

within the meaning of clause (d).

712. Property acquired by a bankrupt after adjudication.—The
law in India and Burma as to property acquired after adjudication
is not explicitly declared by statute, but has been summarised by K. J.
Rustomji t with reference to clause (4) of section 28 of the Provincial
Insolvency Act as follows :— )

Althouogh, by the words of this section, it would seem that after-
acquired property vests in the receiver in the same way as property
acquired before adjudication, various limitations have been established.
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. Next, as to all sach
property as consists of personal earnings, the receiver is only entitied
to the excess over what is necessary for the support of the bankrupt
and his family.

. ki et, #th editi 53,
¥ LL?Q‘Z:: Pr:%bc:' ll;ag insolvency m p:ag:hmpky. 2nd edition 1927, pages
150-152. . )
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Under the provisions of the English Bankruptcy Acts groperty
acquired by the bankrupt after adjudication is wvested in the
receiver . . .. ... .. By a long series of decisions it is now
settled that, althongh the property is vested in the receiver, . . . . . .
“ until the teceiver intervenes " all transactions by a bankrupt after
his bankruptcy * with any person dealing with the bankrupt bona fide
and for value,” in respect of his after-acqinred property, * whether
with or without knowledge of the bankruptcy, are valid against the
receiver.”® In other words, untid the receiver bas intervened the
property remains vested in the bankrupt ; but from the moment
that the receiver intervenes. ... ... . + o the property vests in
the receiver absolutely, and can no longer be recovered by or dealt
with by the bankrupt.” According to Cohen v. Milcheli} there is a
peviod of time—namely, before any intervention by the receiver—
during which the bankrupt's transactions (with regard to after
acquired property), if bona fide and for value, are valid against the
receiver, and the latter cannot impeach them.

In Rangoon, however, the learned judges (Rutledge, C. J. and
Maung Ba, ].) have declined to follow the rule laid down in Coken v
Miichell, and have held that as, under section 28 clause (4) of the
Provincial Insolvency Act, all property which is acquired by or
devolves on the insolvent atter the date of the order of adjudication
and before his discharge forikwitk vests in the receiver, any transfer
of such property by the insolvent even to a person acting bona fide
for value with or without knowledge of bankruptcy is void as
against the receiver. [The Rangoon Judges explained their view as
foliows T:—] '

" In Cohen v. Milchell and a long series of cases following it, the
courts modified the worde of the statute on apparent
grounds of convenience by postponing the vesting in the
receiver until he had intervened. It seems to us that the
insertion of the word ' forthwith ' by the Legislature in
section 28, clause (4) was to sweep away the court's
attempt to postpone the vesting. - In view of the specific
and clear words of the sub-section we are unable to apply
the principle of Coken v. Milckell to the present case, as to
do so, in our opinion, would be to nullify the express
direclion of the Leygislature. Hard cases may, no doubt,
arise where the court or the receiver has taken mo action
and property has exchanged handsand been acquired by
bona fide transferees without notice of the insolvency. But
the remedy does not Llie with the courts but rather with the
Legislature.”{

It may be stated however that the exposition of the law s laid
down in Cohken v. Mitchell bas since received the highest judicial
couhlirmation and may be regarded as classical. The correctness of
the decision of the learned judyes of the Rangoon High Court
...... is therefore open to doubt.

* Cohem v, Milchel, 1890, 25Q.B.D. 262

¥ Words in these syuwue brackets have been interpolated here by the Burma
Banking Enguiry Committee.

* Ma Phaw v. Maung Ba Thaw, 4 Ran. 35.
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713. The English 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 property which by virtue of this Act 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 the order
or direction of, a bankrupt by his banker, and any
payment and any delivery of any security or negotiable
instrument made fo, 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 him for
value.

(2) Where a banker has ascertained that a person having an
account with him is an wundischarged bankrupt, then,
unless the banker is satisfied that the account is on behalf
of some other person, it shall be his duty forthwith to
inform the trustee in the bankruptcy 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 (1) is not very
useful, as a banker has no means of knowing whether property or funds
passed to him 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 shoufd be made in these acts as may
be necessary to give full effect to these provisions.

715. Prolection of banker 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 able to
ascertain that a receiving-order (equivalent in India and Burma to an
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order ot 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 oificial gazette.
The banker has even been deprived of protection although he bas
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 bankrapt has on or after the
date 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 provisions of the principal act void
as against the trustee in . the bankruptcy, then, if the person by
whom the payment or trdnsfer 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 is satisfied that it is not
reasonably practicable for the trustee to recover in respect 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 that the banker is protected 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 Civil Courts.—General.—
‘The cost of 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 court to recover his loan. It is desirable therefore to reduce such
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
property we have to draw attention to a remedy for the delays caused
by a defendant’s resort to abstructive courses. These delays occur in
suits of all kinds and are not restricted to suoits between lenders and
borrowers, although our interest is particularly in this class. Section
35A of the Civil Procedure Code gives courts power to award com-
pensatory costs where a claim is made or objections are mised that
are vexatious or false to the knowledge of the party making them.
This section, even if freeely used by original courts, does not help
where the parties confine themselves merely to obstruction, which is
much more common. A remedy for this would be to revise the system
of costs to advocates and pleaders. Even without such revision the
power given to all coarts under para. 8 (3; of the Lower Burma Courts
Mangal to award daily costs after the first day's hearing in addition to
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the ad valorem scale fee, if freely exercised in cases of obstruction,
would have a salutary effect. The power to do so is seldom, if ever,
exercised by subordinate 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 doso. 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-Suits.—Various district committees have estimated
periods varying from six months to one year as the average time
needed to recover ia a civil court money due on a promissory note, and
various suggestions for reducing this 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-
dure in suits upon bills of exchange, hundis or promissory-notes; but
in Burma it applies only to the High Court in Rangoon aad to the
district courts in Moulmein and Akyab.

719. We recommend that the power to vse the summary procedure
of Order 37 should be conferred upon all district courts in Burma and
upon all subdivisional and township courts in the Pegu and Irra-
waddy divisions and in the Akyab, Amherst and Mandalay districts.
For such an extension we think the safeguards provided in Order 37
are adequate.

720. We further recommend that for the High Coart and for all
district courts the scope of Order 37 should be extended as in Bombay
to include certain other suits in which 2 summary procedure is suitable
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 plaintif seeks only to recover a debt or
liquidated demand in money pay: able 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 debt other

than a penalty, or on a guarantee, where the claim against
the principal is in respect of a debt or a liquidated demand

only.
Under Article 5 of the Limitation Act (as amended by Act XXX of
1925) suits under Order 37 must be filed withis one vear from the date
when the money becomes payable. Our proposal would therefore
enable decrees in the courts mentioned to be obtained by the summary
procedure of Order 37 in all cases of crop-loans, whether evidenced by
promissory-notes or not, so long as they were suits for money ora
liquidated demand. We think there is no danger in such an
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extension to district courts, particularly las the extemsion to courts
of the same grade in Akyab and Moulmein was made ‘at least thirty
years ago. -

721. Morigage-suits.—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
& group of Chettiars there. Amongst the suggestions of. measures to
reduce this time the following seem worthy of consideration: —

(a) An increase in judicial officers ;

(b) Further separation of the judicial from the executive branch
of government service ; '

{c) Special attention of the High Court to courts in which delays
are above the average ;

() The employment of better process-servers and such increase
of pay for them as may be necessary to achieve this;

{¢) A stricter scrutiny of written statements ;

() The issue of fewer summonses;

(2) 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 principal delay in mortgage-suits is the period of six
months allowed for redemption after the preliminary decree has been
passed. A number of witnesses including the Nattukkottai Chettiars’
Association have suggested reduction of this period to three months.
Redemption during the six months is rare. Asa rule the mortgagor
takes no steps until the six months have passed ; then he applies for a
further postponement. If there is any real hope that he will ever be
uble to find the money or to put forward a reasonable scheme for the
discharge of the debt by mortgage 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 face
of any proposition which would avoid a court sale and the risk of find-
ing a large amount of his capital locked up in immovable property.
I a creditor is unreasonable the debtor can still seek the protection of
the court by an extension of the time after showing the coart what
prospect he has ot making use of the extension. During the six months
interest on the amount of the decree is accumulating at the rate men-
tioned in the mortgage.deed, and judgment-debtors are frequently
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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safficient for the debtor to see what he can do, that it is rare for any
use 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
intevest 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 wnnecessary 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 property—When application is made for
sale of immowvabie property in execution of a decree, whether mortgage
or other, the decree-holder has to supply particulars of the property, the
" revenue 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, (i) an
affidavit of searchin the registration-office for incumbrances, (i)
particulars as to who'is in possession or occupancy of the premises, and
(s} particulars of the tenancy or terms on whichany 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
“shonld 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 iotice can be served on the advocate
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 unserved
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 ; but.

we think the decree-holder in cases which have gone by defanlt 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 issned to the judgment-debtor or not. At the time
of sale the decree-holder’s choice should be announced.

724. Interest pendente lite in money-suils from dale of suil b5 decree,—
Section 34 of the Civil Procedure Code leaves it to the disaretion of the
court in a suit for the payment of money to allow or disallow interest
on the amount decreed from the date 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 be to disallow the interest altogether, although

1
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some 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. If 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 pays 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 litigation. 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 who 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
faw as it now stands imposes an unnecessary hardship upon lenders who
do business fairly and upon reasonable terms.

725. We recommend that the law should be amended sa as fo
withdraw the court’s power to alter 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 safeguard the
court’s power to interfere in cases where the contract is harsh and up-
conscionable.

726. Interest from date of decree till yrealisation.—Section 34 of the
Civil Procedure Code gives the court discretion to allow interest after
the date of the decree at such rate as the court deems reasonable on the
aggregate sum adjudged (i.e. the principal sum plus interest due prier
o suit plus interest from date of suit to date of decree}. The geueral
practice in Burma seems to be to disallow interest after decree ; but the
practice cannot be stated with certainty as itis not uniform. The discre-
tion of the court, as regards the power to grant interest subsequent to
the decree, shoold (we think) for various and obvions reasons be
retained ; one reason is that if the contract rate were awarded as a
[natter of right the decree-holder might wunnecessarily protract
‘the execution proceedings. But (a) execution proceedings are more
often protracted by the judgment-debtor than by the decree-holder : ;
(b) there is great disparity between the court-rate of interest (6 per cent
in India and 9 per cent in Burma) and the market-rate, and {c) there is
great variation of the market-rate between town and conntry,

727. Accordingly we recommend that instroctions should be jssued
by the High Court to all subordinate courts, pointing out that the rate
of 9 per cent should not be regarded as a maximom rate, bat that a rate’
should be determined which, having regard to all circumstances of the
case, may be in the opinion of the court fair 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 greatly facilitated by
a radical and comprebensive revision of the Transfer of Property Act,
cutting away a mass of unnecessary matier and exposing the basic
principles in clear langnage with reference to the actaal conditions and
without perpetuating the special conditions resulting from fendal history
out of which grew the English law which is the basis of the present act.
It rnay 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 politically 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 Sale.—At the time of passing the Transfer of
Property Act 1882 it was deemed advisable for the power to insert in
mortgages a provision authorising the inortgagee to sell the property
without the intérvention of the court to be restricted to certain towns, ot
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 2 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 Nattukkottai
Chettiars' Association in particular has asked for extension to all Burma,
Some other witnesses have deprecated any extension beyond the foor
towns where the power is now recognised. A proposal to give
co-operative land-mortgage banks the right to insert a power of sale in
their 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 Pegu and Irrawaddy
divisions, the Akyab district and Mandalay town are different from
the conditions which obtained in rural India or rural Barma at the
time of the passing of the Transfer of Properfy 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 industrialised ; the Chettiar
community has probably something between 300 and 350 million
ropees lent on mortgages of agricultural land in them, while further
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 Pegu and Irrawaddy divisions
too that the lack of sentimental attachment to land, and the regard for

® The cases described in claases {a) and (8) of sub-section (7} of section 69 of the
Transfer of Property Act are ignored throughout this discussion,
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land only a5 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 are as far advanced in matters concerning
the present discnssion as Rangoon was in 1882, while some are more
advanced than Akyab Moulmein or 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
10 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
Bank 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 experimentally 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 Pegun
and Irrawaddy divisions and Akyab district and Mandalay town
should be notified by the Governor-General under section 69- (1)
(c) of the Transfer of Property Act (as amended by Act XX
of 1929),

733. Mortgages by Deposit of Title-deeds.—Mortgages by
deposit of title-deeds are an instance of the law being compelled to
yield to the exigencies of commerce. The attempt persistently made
formerly in England to confine within narrow limits the doctrine that
a deposit of titie.deeds was sufficient to create a mortgage failed 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
afftorded of investigating the title-deeds and preparing the mortgage.
Expediency, therefore, as well as necessity, has contributed to establish
the general doctrine, although it may not aitogether be in consistency
with the statute” *. The doctrine has to this day, notwithstanding the
recent land-registration laws of England, resisted the attacks upon it.
1n India the doctrine has long been ‘accepted ; and although public
registration is required for all deeds of transfer of land, these mortgages
are permitled subject to the restriction that they can be made only in
certain towns named in the last clause of section 59 of the Transfer of
Property Act, 1882. The towns named are the principal ports, those in
Burma being Rangoon, Moulmein, Bassein and Akyab.

* Per Lord Abinger, 1838, Keys v. Williams, 3 Young and Collyer, Exchequer
Rolls 60-61.

At
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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
clanse was loose. The courts have extended the application of the
clause to property situate outside 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 this 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 58 {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 in 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 Pyapdn, 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
conferring power upon the Governor-General to add by notification to
the list of towns in which such mortgages may be effected.

736. Act XX of 1929 was supplemented by Act XXI of 1929 which
includes provisions amending sections 48 and 49 of the Indian Regis-
tration Act, 1908. Section 48 now declares 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
collateral 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 exist. 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 mortgagee 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 (1)
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 bBankers and business-men ; of no less
general importance is the saving in stamp-fees. It frequenily happens
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in the districts that a mortgagee takes advantage of the fact that a
mortgagor who can get better terms from another 'lender is. deterred
from effecting the substitution of a 'new mortgagee owing to the
expense and inconvenience of executing a fresh registered mortgage-deed.
The third advantage is, in the view of some borrowers, worth more
than the other advantages put together ; for borrowers sometimes travel.
great distances and submit to large expenditure rather than register.
But from the point of view of the business-man this is a doubtful advan-
tage ; the secrecy 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 registration
law ; (2) that they lead to the evasion of the stamp-duty ; (3) that they
are at variance with the principle of making the system of transfer of
immovable property, as far as possible, a system of public transfer ; and
(4) that, when the amount secured is. Rs. 100 or upwards, they are
inconsistent with the general rule in Section 59 of the Transfer of
Property Act requiring a written instrument. ‘

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
sufficient if the deeds deposited are material evidence of title. Decided
cases also show that under the term #ile-decds 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 the originals are
not forthcoming. To the disadvantagesabove enumerated, one must
therefore add that much opportunity is given for frand. 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 who lends without getting possession of adequate
documents of title is taking a great risk ; but registered morigages are
frequently and even necessarily made without the production of titie-
deeds, the mortgagor stating ( generally with truth ) that there are none
or that they have been lost or destroyed. Indeed, it is rather the rule
than the exception for mortgages to be so made when they relate to
property situate ontside Rangoon and other large tovms. But a mortgage
accepted by the mortgagee in good faith and without notice of a prior
encambrance, though registered, does not, as has been shown, take
effect against a prior mortgage by deposit of title-deeds to another
party. Secondly, a registered mortgagee, who, though in possession of
all the essential title-deeds, has omitted to obtain some document
furnishing material evidence of titié, might find that this docoment h:m
been made the basis of a fraudulent and collusive claim for priority ;
and as no memorandum is permitted at the time of deposnt it might be
exceedmgly difficolt to disprove the alleged date of deposit.  Thaus, the

* Per Whitley Stokes, Law Commissioner ; s Report of Schect Committee
dated 1%th February 1879, para. 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 suggesting extension to all Burma ( though one
says it will not be nsed mach) while three wonid still restrict to towns,
one to maunicipalities, one to large municipalities and one to district

/ headquarters. Mr, A.M, M. Vellayan Chettiar who is an active member
of one of the largest Chettiar firms in Burma, made enguiries 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 hinmelf thought mortgages by deposit of
title-deeds should be confined to the ports, as such mortgages are inten-
ded for commercial use. The Burma-Indian Chamber of Commerce
asked for extension to al Burma. The Deputy Commissioner, Tavoy
{ Mr. A. ].S. White, 1.C.S.,) advocated the 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 much 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-deeds, the law with respect to the power to make such mortgages as
it now standsis 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 ; (2) the place where it was made ;
(3) the names and addresses of the parties, including the full postal
address of the mortgagee ; (4) the amount of the principal money ; (5)

» See the record of his enquiries under * Survey IV—Lenders in Selected Towns
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 Burma-Indian
Chamber of Commerce suggests that the amount 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 shouid be effected
on the day of receiptif received before noon, and not later than the next
day if reccived after noon. The sub.registrar should file one copy of
the notice and index it on the lines of the present Registration Index
I1,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 protection 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 mortgage, the mortgagee should be bound to
give notice of the discharge to either the sub-registrar at district head-
quarters or the local sub-registrar whose sub-district includes the
property. ‘This notice should be attached to the original notices filed in
the regisiration offices and recorded against 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 over a new
registered mortgage has been made.

743, A fee of Rs. 5 might be charged 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 ordinarily recover the fee from the mortgagor.

744, The mortgagee should be permitted to give the notices of mort-
gage and of discharge by registered post if he so desires. The sending
of a false notice should be made a criminal offence. Provision should
also be made for the appropriate variation of the procedure 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 Rangoon, transactions made outside the district in which the
land is situate would be rare if the arrangement wete in force at all

*H might be preferable to substitute “ registration ™ here for * receipl” The
sending of the noliee by post (as provided in the next paragraph but one ) is optional
and those who use this channel mivht be required to accept the risks to which it is
exprsed.  Perhaps too the date of the post-mark could be used. This matter can be
scitled after the general principle bas been accepted
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sub-district headquarters, because then deposits of deeds would naturally
be made in the local town where the borrower would be known and
have credit and the property would be known.

745. Further the duration of a mortgage by depesit 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
permit a long-term loan to be given without delay while the permanent
mortgage-deed is being prepared. For these purposes the morigage 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 mortgages by deposit of title-deeds should need to be searched for a
long period when a tifle is being investigated. If a time limit is fixed
there need be nothing to prevent renewal of the transaction on expiry
of the pericd. 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 proposal 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, taking Ioans on the 'security of land for purposes of trade
or industry (e.g. paddy-millers), would be benefited. At present
a borrower who wishes 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 oa his loan, could often induce the lender {o charge
him a lower rate of interest rather than lose his castom. Land-mortgage
banks too would be assisted in expediting the issue of loans ; the limita-
tion of period will 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-mortgage banks have to meet,
and aid in preventing this woukd be useful.

747. One point more remains to be considered. The Transfer of
Property (Amendment) Act, XX of 1929, anthorises extension of the
privilege 10 any lown ; and as fown 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 town and also the bother
of registering a transaction effected elsewhere, the parties will agree to
pretend that they effected the transaction ata selected town without
actually doing so. “The only location in the matier 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 registration sub-districts. But as
this would require amendment of an act passed only a few months ago-
we have proposed extension to selected towns. In that case consi-
derationt of the subterfuge described requires that the selection should
include all the towns in a compact _area rather than take the largest
towns throughout Burma. If however 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 suits the conditions of
other provinces or not.

748. Recommendalion.—~We recommend accordingly that as a
cantious beginning the power to make mortgages by deposit of title-
deeds should be extended to the headquarters of all registration sub-
districts in the Pegu and Irrawaddy divisions, subject to the provisions
for registration and for limitation of period described above. We
recommend further that Act XX of 1929 shoanld be amended at the
earliest convenience by substituting * region ” for “ town” in the clause:
permitting such extensions, and that extension should then be made to
the whole of the Pegu and Irrawaddy divisions nnless experience of the
effects of the extension to towns has revealed objections not seen now.
Really this further extension is likely to prove essential to the smccess
of the partial extension which alone is possible now.

749. Special consideration for the four ports.— At the four ports of
Rangoon, Mouimein, Bassein and Akyab mortgages are now made by
mere deposit of title-deeds without any registration and without any
limitation of 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
obtained for property in those towns than for propertv elsewhere. We
think however that even in those towns our proposals would not only
give no difficulty in practice but would confer a protection worth the
small cost and trouble they would involve. Banks would not find
serious inconvenience in practice because they wouald naturally have, for
reporting to the sub-registrar, printed forms requiring only the minimum
of entries.  Accordingly we think the proposed conditions for registra-
tion and limitation of the period of the mortgage should be imposed in
these towns also.

750. I however these restrictions are not adopted for these four
towns the power to make mortgages by deposit of title-deeds without
the restrictions should be confined in each of those towns to mortgages
concerned only with property situate within it, ie. within certain
defined areas, which would naturally be the municipality and soch
other associated areas (if any) as might be proper. It is essential that
even when made within those towns, mortgages by deposit of title-deeds
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of prOpérty outside the towns should bée 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. There 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, heirships, 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
some other countries it has been found necessary to supplement it by
the insurance of title undertaken by agencies unconnected with the
state. The other method is state registration of title, often spoken of as
the Torrens system. A register is kept in which the owners 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 c¢an be
made except through the register and on production of the certificate.
All transactions creating 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 made 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 registries pay their way ;
insurance funds were established tc provide compensation 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. {tis
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 ago
and rejected chiefly 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 Jaw permits so many persons
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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 helpto 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 although 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’ Certificates.—The procedure in most
districts of Lower Burma for the issue of landholder’s certificates * is
unnecessarily expensive, and 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 used afterwards to attach to the
certificate and the office copy. These are sofficient to identify the land,
and the expense of making copies of earlier maps should be avoided by
charging only a moderate fee, say four annas per acre with a minimum
of Rs. 5 for each present-day kwin concerned, for the certificate of the
Superintendent of Land Records. As revenue-surveyors now use the
same map for more than one year the work of searching is diminishing.
Payment of revenue every year may be assumed if the maps show the
land occupied every year without change of name. Proof of continuity
of possession thus reguires only proof that all sales and gifts were duly
effected by registered deed and that other transfers were by succession.
To facilitate investigation of this matter applicants shonld be required

" to give a statement of all transfers and transmissions {if any) during the
twelve years, and the Superintendent of Land Records should note the
name of the assessee of each year if there has been any change in the
twelve vears.

755. Registration of 'lis pendens ' —The Nattukkottai Chet-
tiars’ Association has drawn our at_tention to another difficulty under the
present system of registration of deeds. Particular emphasis is laid

* These are certificates that the = landbolder's titic ™ described in paragraph 47
has been awquired.
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-on the fact that there may be orders and judgments of courly
operating as a charge on immovable property and not to be trace¢
in registration offices ; they ask that it should be provided in such cases
that, if 2 memorandum of the suit or proceeding is not left with the
registrar and registered, the doctrine of lis gendens which would
invalidate dealings with the subject matter of the suit by subsequent
.boné fide purchasers or mortgagees for value, who have not had notice
of the suit or proceeding, should not apply. The essence of the
«doctrine of lis pendens 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
" from 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
lis pendens will not affect purchasers or mortgagees without notice
unless it is registered and re-registered every five years. Provision is
made by 23 and 24 Vict. Chapter 115 section 2 for the entry and issue
.of certificates of satisfaction or discharge of lis pendens 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 on payment of a
small fee. Section 52 of the Transfer of Property Act relates to lis
pendens and was amended in some points in 1929 ; but it still does not
provide any relief to bond fide purchasers for value. The above
modifications of the law in England have not 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 bond fide transferees for value without notice pendente lile ought to
be diminished by requiring a ks pendens to be registered; and we
recommend that legislation should be undertaken in India and Burma
to modify thé law on the lines of the English statutes referred to

above. .
756. Searclies in Registration Offices.—In Madras any
person may apply to an office of registration of deeds fora search to be .
made on his behalf to discover all the registered incumbrances resting upon
a specified piece of property or all documents executed by or in favour of
a specified person. A certificite 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 instructions relating to the system have been copied from the
Madras Registration Manual and reproduced in the second volume of
this report. The Inspector-General lof Registration in Madras, when
_consulted about the matter, said the system works well ; few omissions
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in the certificates or lists have been brought to notice, and civil “courts
habitually rely upon the certificates in suits relating to holdmgs of land
above Rs, 100 in value. The Nattukkottai Chettiars’ Association and
others have asked for the system to be introduced into Burma. The
1ast 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 at district headquarters in the Pegu an®l Irrawaddy
divisions, where the registration staffs are generally likely to be
able to carry out the work, and at Mandaldy 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
present rates for search fees but without any maximum limif.

758. Registration Offices.—A difficulty still experienced in
some parts of the country arises from the frequent absences 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 are able to publish notice of their expected tours some time in
advance, parties coming ‘from distant villages cannot generally Yearn
the days on which the officer proposes to be at headquarters, and must
commonly make one journey at least without finding him. Moreover
the officer is often called away unexpectedly. In the delta and all the
busiest registration-offices the difficulty has been overcome by the
appointment of non-official joint sub-registrars ; but these have not been
appointied in some other offices where a separate salaried clerk cannot
be provided. It is not a satisfactory arrangement that the sub-registrar
should do his own copying ; his handwriting is apt to be bad and the
checking of his work defective. But in some offices where there is not
sufficient work tor a special clerk 2 non-official joint sub-registrar might
be appointed to attend on one regular day every week. his clerk being
paid 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, ansuitable or
unwilling to be non-official joint sub-registrars at busier places, might be
suitable or willing to work on these terms.

* 759, We 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 township 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.
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 760. Court-fees.—The cost of litigation to recover loans is generally
<onsidered to be too high. From evidence before us it appears that it
costs Rs. 200 to recover Rs. 1,000 and Rs. 50 to recover Rs. 100. The
Nattukkottai 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 particularly sma]l amount of the time of the
courts. The Association expressed its view as follows :—

Most of the pronote and morigage 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 be
paid at the time of filing the plaint. If the decree is passed es-
parie no further court fee for the svit 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 charged. The
third instaiment 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 prescribing the above
three instalment system would be equitable. On an average
promissory-note suits and mortgage suits take comparatively less
time of the courts than other suits ; and rednction of court fees on
these snits is justified.

761. In no other class of saits are confessions so general as in snitson
promissory-notes and mortgages. 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 Enquiry Committee, we recommend
adoption of the Nattukkottai Chettiars’ Association’s proposal that court
fees in suits on pramissory notes or mortgag&; should be payable in

three instalments as described above,

763. Registration-Fees. —We consider that the fees for regis-
tering a deed of release from a simple mortgage or a reconveyance of a
usufructuary morigage should, at least outside Rangoon, be kept as low
as possible. As the practice of using 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 .of
rates of interest. The present practice of mercly 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
popularising 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 ountside 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 reminder of the consideration
that a fee had been paid for the original morigage would operate in
combination: 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 actnal 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 outside Rangoon of a deed of release from a simple mortgage or of
a reconveyance of a usufructuary mortgage the fee shall, if all the
mortgayed property is ootside Rangoon, be nil, subject to provisions that
a fee of one rupee shall be charged for every memorandum of such a
document 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 feein accordance with:
Article A or B of the Table of Fees, subject to a maximun of Rs. 10,
Itisnot necessary to require in this notification that the original mort- .
gage shall have been registered ; a deed of release will not be tendered
for registration otherwise.

765. We further recommend in the same connectionthat Article B
of the Table of Fees should be sopplemented by a provision that the
registration fee leviable outside Rangoon upona receipt acknowledging
pavment by the mortgagor of money due under a mortgage of property
entirely outside Rangoon should be as for a mortgage of the same
amount but subject to a maximum of Rs. 2. This is the rate in force in
Madras.

* This has been done since the Committee approved of this paragraph.—
Chairman.

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 weunder-
stand that in deference to the representations made by ourselves and
some others certain of the proposals were withdrawn. In particular we
advocated that ne enhancement of the fees for registering documents of
a value below Rs. 5,000 should be made, except by the establishment of
aminimum fee of one rupee, which we understand i 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 :—

{a) The stamp-duty for a mortgage with possession should be
reduced to be the same as the duty for a mortgage
without p_oss&ssidh.

(b) The stamp-duty 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 2 maximum of two rupees.

768. The first recommendation was made in 1926 by the Indian
Taxation Enquiry Committee ¥. 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 isonly 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 éxchange 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 subjects ; e.g. paragraphs 191,349, 413 and 577.

* Just before our work finished Government sanctioned a smalfer enhancement
than had been originally proposed.
%+ Report Volume, pages 223, 224.
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CHAPTER XVII11.—MISCELLANEOUS,

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 we do no more than mention the special importance of the
education of the girls, success in educating each generation depending
s0 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
remain efficient producers and earners unhampered by ill-heaith the
less likely is such a contingency to arise. By reducing the lender'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 law-courts
than is the case in countries where wills are made; legal disputes
amongst the heirs of a person of sabstance almost invariably arise.
Again, as in all countries in which intestate succession prevails, parental
control is weakened and thrift is discouraged. Children, knowing they
can not be deprived of their share of the property are more apt to
become rebellicus or spendthrift ; even in the lifetime of one of the
parents a partition of the estate is often effected. The elaborate

® The minimum suggested does not imply a desire to limit any extension which
may be desired on other grounds.
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partitions of property in land under Buddhist law also cause a large
part of the difficulty of mstltuhng 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 Association in 1916 anc¢
Government made fresh enquiries ; but the matter was not brought tc¢
any definite concluysion as Government thought it should wait till the new
Legislative Copncil had been inaugrated. Since that date questions on
the subject have been asked in the new Council ; resolutions have alsc
been. proposed but in one way or another have fa:lcd 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
Burmese tradition and the Jaw regarding wills made by non-Buddhists
in Burma, and that this report should be published with a summary of
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. Even now it seems to be only Burman (and perhaps other
indigenous) Buddhists who lack the power ; other Buddhists are said to
have it already.

775. Study of Banking and Accountancy.—There are
in Rangoon two accounfancy schools recognised by the Accountancy
Diploma Board, Bombay, and instruction in accountancy is offered in
some other institutions. The development of the study of banking in
Rangoort University through the gift of the Chettlar 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 e 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 TFransfer 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
Headman's Gazelte and in other Burmese and Tamil newspapers to some
of the main provisions of these acts, ¢.¢. the proviso relating to con-
ditional sales which is added to section 58(c) of the original Transfer of

Property Act, 1882.
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" 778. Foreign Banks.—In India proposals have been matie for
the protection of Indian banking, meaning that banks managed by
Indians should not be subjected to the competition of foreign banks.
In these proposals the term foreign bank includes banks incorporated i
the United Kingdom and the British colonies but not European-
managed or any other banks incorporated in India. But {as we have
pointed out in paras. 8,69 andand 424) thé term India is. ordinarily
wsed in Burma so as fo exclude Burma, and the term indigenous
cannot be properly applied to the Chettiar commumity in Burma.
In the event of Burma being politically separated from India,
banks in Burma which have been incorporated in India will thu§ 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 general welfare of
the country. The agriculture of Lower Burma and much of its trade
and industry 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. Itis 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 fear 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 all kinds is so great, 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.
Whether Indian rupees should continue to be used as they are used in
Ceylon, or Burmese coins should be issued, will no doubt be one of the
terms of the separation, to be determined ona balance with other
considerations. The question of the paper curreucy is developed
further in the next chapter.

781. If in case of Burma remaining bound to India a separate issue
cannot be arranged, we recommend that arrangements should be made
to provide more accurate statistics of .the paper currency in Burma,

» %
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showing the withdrawalsi of Burma "notes at all currency offices.*
Burma is so much less intimately connected with the othef 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 obtaining
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 injuring 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 figures 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 brought over
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 paragraph 90.
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CHAPTER XIX.—THE EsSENTIAL PROBLEM.'

782. The Problem.—The essential problem of the finance of
agriculture 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,
50 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
higher than they need be. There are of course exceptionally high
rates both in India'and in Burma for risky loans and in special localities ;
but, excluding these and considering only the ordinary rates, the
comparison made when treating this subject in paragraph 121 showed
that the ordinary rates in Burma are mmuch higher than those in
India.

783. Another interesting comparison is afforded by the Ceylon
Money Lending Ordinance, No. 2 of 1918. In connection with some
provisions similar to those of the Usurious Loans Act 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 of.the loan ; for
loans between Rs, 100 and Rs. 2,500 it is 18 per cent per annum.
while for loans above Rs. 2,500 it is 15 per cent per annum. The
ordinance says nothing in this connection about security. Itis evident
that Rs. 1°25 to Rs. I'75 per cent per mensem, which are the ordinary
rates for mortgage loans in Burma, would be regarded in Cevlion not

‘mcfely as high but as usurious.

* 784 ADitficulty 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 high rates of interest must inevitably appear to
be a complaint against the Chettiars. We are anxious to make clear
from the beyinning that we are not offering any moral judgment.
We 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 parely scientific spirit. We express no animus
whatsoever agninst the Chettiars, even if we assert that the prevailing
rates of interest are too hith and are maintained by them. Indeed we
admit the claim that the Cuettiars have reduced the prevailing rates in
Burma. The rate qf interest has always fallen in the past in any place
in which the Chettiars have established themselves. High as are the
present rates, they are less high than they would probably have 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 by Chettiars,
and we are dealing with those as well as the Chettiar rates ; it is only
the large share which the 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-
fheéss. Six reasons which may be selected as of primary importance
to-day are (i) traditions of earlier times; (ii) 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
Ienders.

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 ona 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. -

7¢7. The Newness of Lower Burma.—The rapid develop-
ment of Lower Burma in recent times has been brought to notice in
Chapters I and IV. In the early stages of that development the risks
and the shortage of capital justified high rates of interest. Later when
the Chetfiars 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 small 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 Rad such confidence in
their prospects that they did not demur. As time went on the force of
custom maintained the rates, supported 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 prevailed in earlier times under
the Burmese kings, and still prevailed in the Upper Burma villages
from which many of the borrowers had migrated.

788. Scarcity of Non-Chettiar Capital.—The Chettiars
are justified im their claim that they have supplied the capital required
to develop Burma, and that no other agency has yet appeared that was
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able and willing to supply capital as they have done. But it wasinevit:
able that. the monopolistic position they accuired should keep up rates
of interest which were supported by tradition and by a strong demand,
Their profit has been due partly to their compact organisation and their
general financial capacity. By charging less than had been paid before,
they secured their choice of borrowers, leaving those who required
.closer supervision to the Burman lenders living in closer proximity, and
having the benefit of contrast with the higher rates charged 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 enbance their rates of interest for
agricultural borrowers when the Chettiar current rate and lhavanai rate
rise, A lender who can ignore changes in the cost of his working
capital must be in a strong position and be taking a good margin when
that cost is low. There is ample evidence, that the margin has beasn
good, in the large houses the Chettiars have buiit for thémselves in
-Chettinad and in the increase of their capital.

789. In Upper Burma the Chettiars have played a smaller part than
in Lower Burma ; apart from any monopolistic effect, the demand for
capital for the country’s continned development, of which some account
has been given in Chapter I1, has been sufficient to maintain the rates
which tradition approved.

790. It was not possible for Burma to collect for herself all the
-capital needed for her rapid development. Denmark is the favourite
example of enthusiasts for co-operation and self-help; but Denmark
helped herself to build up her great co-operative organisation by foreign
capital. 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 ; and even engaged to pay the interest and principal of
some of the bonds in the currency of those places. Burma would have
had greater difficulty than Denmark, even if this plan had been tried
because so much further removed from international sources of capital.
Burma has had also the difficulty arising from frequent division of
properly under the Buddhist laws of inheritance. It was fortunate for
Burma that the large Chettiar source of capital was available, and
perhaps it was really fortunate that this source was administered so as
to build up reserves with which it could enlarge its supply. But Burma
has not done what she could to collect and mobilise her own capital,
and this failure has strengthened the Chettiar control of her agricultural

finance,

791. Seasonal Employment—To some extent the charges
for Chettiar loans were enhanced through the seasonal character of the
demand. It is doobtful whether this character is now of any
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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 rural 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 im
part of the year the yield of much of their money for the whole year ;
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 ; (5) 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 :—

(i) by receiving a deposit of money and lending out a part of it
. while still undertaking to repay the depositor on demand ;
(ii) by accepting as deposits cheques and cash drawn againsl
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 rupees, which are in effect
currency notes made of silver ; no credit is thus created except for the
benefit of Government. 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 Rangoon 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 shows a deposit of the same amount in the
borrower’s account ; the credit so created is immediately cancelled because the
borrower naturally draws out all this deposit at once, having adjusted his loan to his
needs so as to keep down the charges for it. But the cheques drawn against that
deposit or against an overdraft, being paid in to the same or anather bank, are accepted
as deposits ; although this practice is not in any way uonsound the deposits so created
are in a sense fictitious, except to the extent to which the cash reserves of the banks
are increased to correspond to the increased total of deposits. These fictitious deposits
disappear when the advance is repaid. f the borrower takes cash instecad of making
payvments by cheque the same effect arises in respect of so 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 lor persons to whom the credit is passed on) drawing
cash for payments to people outside the banking system, and therefore is of no
importance outside Rangoon and restricted ¢ven within Rangoon. But in a country
in which banking is widespread and cheques form a large part of the currency the
credit created in this way is of great importance. |No# 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 examination of title has not been in vogue
amongst rural lenders, losses through defective title have not been
infrequent. Further, in a year of poor yield-or low prices, when a
large amount of land within a narrow region falls into the hands of
lenders at one time through numercus 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 and dearness of capital for
agriculture *. These risks 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 harvests. Progress in education and health administration
and agricultural technique are needed to meet 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 our view that this character isa
temporary effect due to easy credit from an Indian source without
adequate control ; education, the inculcation 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. In the first place the borrower at high interest more readily
finds himself unable to pay the full amount of interest ; and in that case
is easily discouraged from paying any at all. Whether he pays or does
not pay what he can, the compounding of large amounts of interest, also
bearing interest at a high rate, makes a second default happen still
more easily ; and after that the difficulty accumulates rapidly. We have
already mentioned in paragraph 121 the difficulty of agriculturists carrying
stale loans at high rates of interest. It is evident that by these high
rates lenders tend to injure themselves ; they cannot get out of the
borrower altogether more than he earns above the minimum subsistence
level, 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 ready to take advantage of them, and less ready to make an effort
to make regular payments, while the public, taking the same view, are
sympathetic with the borrower in all difficulties between borrowers and

* Agriculture and the Ecomomic Crisis, issued by the International Economic
Conference of the League of Nations (1927} page 18,
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lenders. The effect is greatly emphasised when the majority of the
lenders belong to aforeign race which is regarded with contempt by
the borrowers, speaks a language which none of the borrowers ever
troubled 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 rites down. )

798. A third vicious circle appears when the matter is viewed from
a position oufside 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 :
all these will increase the cultivator’s power to pay for his finance.
There 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 2 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 calt for remedy. On further
analysis, however, the principal defects can still be resumed vader the
four heads of education, health, technique, finance. Various agencies
.are struggling to deal with the first three heads : but all are handicapped
by the financial difficulty. The cultivator lacks the money to make
advances 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 mzking those advances he seems doomed to
continue lacking the money he requires to make them.

799. Some Generat Considerations.—It has often been said
that a reduction in the rate of interest will lead onty to 2 more expensive
mode of living. Buot better farming, better business and better living are
all required for raral hife. So far as tenants are concerned any saving
of interest will probably be transferred to rent ; their problem mmnst be
treated separately, * and is no reason for neglecting the 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 wili be necessary to

* See paragraph 178,
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make that useful. But a mere reduction of interest without other-
changes is an impossibility ; it would merely make lending unremunera-
tive and bring agricultural credit to an end. Measures must 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 permit.

800. It seems at first that lenders would suffer loss of profit if the
vates of interest weré generally reduced ; but, if at the same time a
sense of responsibility for repayment could be given {(or restored) to-
borrowers, the lenders would find 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 some 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 they would probably get, by 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 same 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
methods from ruining the business. The present movement for the:
* rationalisation * of many industries in western Europe is an example
of this. Much of the risk of lending in Burma has been due to bad
practices of the lenders. There has been no distinction by lenders
between cultivation expenses, long-term loans, fixed capital and emer-
gency needs.. There has been no care taken to see that there isa
profit-earning activity 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
taking repayment of loans by instalments at each harvest so as to help
the borrower build up a better position. '

802. The Point for Attack —We have pointed out the fouriold
nature 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 finance, and of this
advance upon improvement under the first three heads. We suggest
that the solution of the problem is to be efficcted by providing a new
banking organisation and reducing some of the lenders’ nisks.
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803. Reduction of Lenders’ Risks.—The most obvious mean:
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 circnmstances)

insistence at every harvest upon the repayment of crop-loans in full and
.of a proper instalment of other loans. Proper investigation of title in
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 10 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 through the
supply of capita] by the new banking organisation. The lenders must
be supplied with cheap capital on condition that they fake such
precautions as we have suggested to make their lending safe ; they will
then be able to attract borrowers 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 XVII 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 is a new banking
.organisation based upon a true central bank which would hold the
banking reserves of the country, issue the only paper-money of the
country as its own bank-notes, and provide the desired elasticity and
mobility of currency and credit. 'We further propose (@) that a share
of the bank’s profits should be paid to Government in consideration of
the right of note-issue and (5* that from that share Government should
make subventions for a number of years to enable branch banks to he
‘opened in important centres throughout 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 tothe political separation of Burma from India is published has
been denied. We have therefore to deal with two possibilities sepatate-
ly and to confine ourselves to broad statements.

805, If there is no separation the central bank must be (we suppose)
whatever is made to be the central bank of India ; the banks to be
opened with the aid of the subventions would be branches of an
institution which may be called here the Bank of Burma 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 the true central bank for Burma ; a
country of the  description given in Chapter II, with immense natural
resources, with a total arez -of 230,000 square miles and extending to
135,000 squate miles even when all the ootlying 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 banking and currency
system. The position of the Imperial Bank of India, whether separation
comes about or not,.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 should bea
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 the modifications necessary, is proposed also for the case of
Burma’s continued union with India. :
805. 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 gencrally make a greater use of notes than of cheques. Note-
‘banking has always preceded deposit-banking because the acceptance of
bank-notes makes less demand upon the public confidence than the
.making of deposits and the acceptance of cheques. The confidence that
deposit-banking requires can only come after years of sound banking.
In Burma the first step has already been accomplished ; the people
have already learned to use government's paper currency with
confidence. But, as we have shown in paragraph 792, the full advantage
of a paper currency in the creation of credit has not been used since

Government took over the note-issue in 1862, Government has done .
something in recent years to provide one banking service by its tacilities
for remittance ; but it has not economised metallic money to any great
extent, since it still holds a metallic reserve of about 75 per cent of its
note-issue.® It is true that Government gets from the proht of its note-
issue a revenue which would otherwise have to be provided by taxation ;
but, if the credit resources of the people could have been enlarged as
(if only the country had been willing some years ago to accem a proper
paper currency freely) they might have been by a note-issning bank, the

* 70 per cent in March 1920, and 81 per cent in March 1930. On the 30th June
1930 the percentage was 88, of which 20 was gold, the total circulation tfor all India)
on the same date being 16375 millions.
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general prosperity would bave increased and other 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 1926the Government of India itself recommended to the
Royal Commission upcn 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 Imperial Bank.

BO7. We draw particular attention to the Bank of France as furnish-
ing a useful object lesson for Bufma. In France the metallic currency
is economised by the use of notes, cheques being used toa far less
extent. A special character of the Bank of France corresponding to
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
notes and cash are not vsed ; 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 than a hundred
francs, that is {o 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 ; thisis not.confined to financial customers bat 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.

808. 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.
Branches 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 rates, while stili 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 wil! continue as in France

* The statemnent was made by W. T. Hart in Capilal, 9th January 1930. We find
it difficult to acceyt this high figure of 90 per cent, although the French banks have
the practice of selecting all their shortest-terrs notes for rediscount. The correct
figure is certairly high all the same. [t is said that in the Bank of France in 1912 the
number of bills of exchange under 100 francs (then about 60 rupees) was 27 per cent
of thetotal bills discounted {(Foreign Banking Systems, edited by H. Parker Willis,
1929, page 559) 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. {Hislary of
Modern Banks of Issue by C. A, Conant, Sixth edition, 1927, page 70.) See also Scollish

- Bankers Magazine, July 1929, and K. Le Cheminant’s Foreign and Colonial Banking

Systems.
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to be nsed more than cheques. Good facilities for remittance areas
important to a country as good communications. As in the Bank of
France every branch of the bank should be ready fo discount even very
small bills provided they bear the requisite signatures. There would
be no need to cut profit too finely ; a prosperous bank, strengthening
its capital structure by accumulating a large surplus out of earnings,
acquires stability which creates public confidence in it and enables it
to serve the country better than a bank which is not making a profit.
Government should keep enough control 1o see that the bank makes its
profits with its customers instead of only out of them, and should
fake a share of the whole profits i@ recognition of the privilege of
pote-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
borrow. Improvement in agricultural technique wili demand finance
as soon as there is any possibility of getting it. In addition there will
be a greater development of banking for internal trade, not only 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 been
Ra. 137, and only for very distant places or inferior grain can so low
an estimate as Rs. 105 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 couservative estimate, the seven miliion
tons of paddy annually produced are reckoned to be worth about 350
millions of rupees, while that part which produces rice for exportis
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 gold securities (if
not paid in gold), there should be no difficulty in arranging 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
securities for another part. The interest earned. after deduction of
income-tax by the Government of India and expenses, may be taken as
four pencent. Ailowance must be made for metallic reserve held by
the bank and earning nothing ; but a note-issue of forty million rupees
should still be sufficient to earn a million ropets per annum apart from
the oxrdinary commercial profit on the bank's transactions. Reckoning

* Sec anzwer by Sir Norman Morray to Question 9754 before the Roval
Commission oo Indian Currency and Finance, 1926,

23
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Rs. 25,000 as the annual subvention of an ordinary branch this would -
provide for forty branches. Thus there is $rima 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 knowledge of currency
reserves, but to the experience that value can always be obtained 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 degrecs, and a little care would be necessary at the first
issue. But it is significant that in Burma, when the old white 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 King-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
proposed would be able to provide directly the finance required by
peasant cultivators and petty traders. Indeed the responsibility of the
Mote-issue requires that the bank should be worked upon trie centra
bank lines as 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 orgaaisations for further development of banking,
especially as the partnership organisation of Chettiars, with the
frequent changes of partners, is less suitable for banking than a joint-
stock organisation. 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 ther Caisses
Régionales (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 villager with 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 pames. The district branches of the Bank of Baurma would be
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able, however, to have local knowledge of village societies as well as of
the'district co-operative bank. We' think also we shonld in this way
provide the best safegnard for the soand development of the co-opera-
tive system, which wounld be compelled to satisfy the standards of
commercial credit continuonsly, but would obtain access to the gengral
money-market. Since the Bank of Burma's responsibilities as a central
bank wonld allow itto make only short-term loans and loans for
agricoltoral porposes op to nine months,* specialised land-mortgage
banks for long-term loans wonld still be necessary to sopplement the
short-term co-operative credit societies. The cultivator wounld deal
with the co-operative society and the organised land-mortgage bank if
he chose ; or he wonld deal with the Chettiar and have the advantages
of the personal relation of a private banker. Traders and indanstrialists,
however small, would have a similar choice. Some landowners
traders and industrialists with large estates or buosiness woald discount
with joint-stock banks, who again could re-disconnt 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 to get
advances from the district branches of the Bank of Burma as the
Rangoon Chettiars now get advances from Rangoon banks, but with
greater ease because of the greater facility for the bank to watch their
husiness. By financing suitable banks Chettiurs non-Chettiars and
co-operative societies, the competition needed to keep down the rates of
interest would be provided. Care would be necessary to 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 to
supply all the capital required no harm woald result. The central bank
would see that discounts granted to Chettiars were not excessive in
proportion to their capital. Every bank financing agriculture industry
and internal trade would have the beaefit of a central bank ; suitable
arrangements could be made to protect it from improper competition by
the central bank, althoongh the central bank must have power to enter
the market when necessary to ensure that the interests of the public are
safeguarded and are not subjected to any form of monopoly. - The
existing exchange-banks would continue to carry on the financing of
foreign trade as now ; some adjustment of their sphere with those of
the Bank of Burma and other banks which might grow up, might be
desirable after some time, but that could_be leit for some years yet
This co-ordination could not fail to occur, becaunse on the one band
there would be control by Government through an act constituting the

* Compare the disconnt of nine-months agricultural paper by the Federal
Reserve Banks.  See also paragraphs 343 4o 345 of this report.
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bank and through the bylaws of the bank, representation on the Board
of Directorsand z right 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 general welfare of the country.

813. Objectien to our proposal may be raised on the ground 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 ho 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, there 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
geiting other banks established, and of building up an organised credit
system. The plan offers in fact the quickest road tc the establishment
of deposit-banking and acceptance-credit. The Bank of France hasnot
only the advantage of the note-issue but also freedom {o enter the
money-market in competition with other banks. Yet other great banks
have not only grown up ‘under its shadow, but actually have been
founded (e.g., the Comptoir National d'Escompte de Paris) 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 being preceded 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, expanding by degrees as the crop develops and
is harvested and, subject to the needs of industry and trade, contracting
as the crop 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 réquired ; 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
reminder of the necessity of keeping in mind the fact that progress can
not be made in any one of the directions of financial organisation,
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education, health and the technique of agriculture and industry amne :
progress in all four directions must go on at the same time.
© S. GRANTHAM,
MauNng AYE,
LAWRENCE DawsoN.
A, M. M, MURUGAPPA CHETTY,
Ba Maung.
Maung Mva.
RANGOON, i 15¢h June 1930, M. SHwE THa,

Note 1.—Professor Jevons who was also a member of the Committee
left Burma before the report was completed ; see paragraph 10.

Note 2,—~The cost of the enquiry has been approximately Rs. 61,280
excluding the cost of printing the report.

Nots 3.—Lists of the principal recommendations of this volume and
of the contents of the second and third volumes of the report are given
in the following pages.



INDEX TO RECOMMENDATIONS.

CHAPTER L—INTRODUCTION,

PARA. ~ .

20, When surveys of the kind attempled by the committee are made
they should be made by stationing at convenient centres
investigators who would make regular visits on the same day
of every week to each of a number of sarrounding villages,
kleeping a record of borrowings and eXpenses as they take
place .-

CHAPTER V.—SHORY-TERM CREDIT FOR AGRICULTURE.

145. In regions in which credit is generally available in the ordinary
form through banks, co-operative societies, Chettiara or other

. private lenders, Government's advances under the Agrical-
turists' Loans Act should be restricted to assistance in

cases of widespread distress o

177. {i) The most useful immediate measures for the improvement of
agricultural finance are the improvement of agricultural
technique and the improvement and extension of the co-opera-

tive system ... "

(ii) These imply amongst other things the use of improved and
uniform seed, improvements in the public health and educa-

tion as well as the improved financial machinery proposed in
Chnritar X1X to give better access to the general credit
supply

{ili) See the recommendation of paragraph 403 -
178. Regulation of the circumstances of tenants is necessary as a
preliminary to the improvement of their financial facilities ...

CHAPTER V5L—LONG-TERM CREDIT FOR AGRICULTURE,

189. Mortgaged land should not be refused as secority for a loan under
the Land Improvement Loans Act, but Government should
take & muﬂjage of such land with the priority conferred by
section 7 the act, the rights of cxisting mortgagees
being properly safeguarded by better arrangements for
publishing and serving notices under section § ... -

191, ) The Burma Land Improvement Rules should be re-drafted
and the policy on which they are based should be fully
explained in the deparimental directions -

(i) After that fresh efforts should be made to bring the facilities

to the knowledge of cultivators - -

192te 194. Joint-stock and co-operative land-mocigage banks are both desir-
able, each suiting a differeat class of land-owners e

200, The land-mortgage banks should endeavour to strengthen the
short-term co-operative credit system 28 much as possible ...

203. Governmen! shouild puaranies the nterest on debentures of land-

wmorigage banks (Minority dissent) e ® ws

704, Debentures of land-morigage banks should bs declared switable
Jor onrll‘ ‘-mm o trusl~-wemcys (Minority dissent condi-
i y [ [ e e ane
208, Inlcrest on debemtures of co-cperaivwe land-morigage banks thut
nol jount-stech lawd-morigage banlks) should be cxempt from
income-fax (Minority dissent} - . e
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360 INDEX TO RECOMMENDATIONS,

CHAPTER VII.—CREDIT FOR MARKETING AGRICULTURAL PRoODYCR,

_PARA, PAGE
209. A way should be songht to give.a transferable title to holders of
State land 101
233. A possibility of improvement in the marketing of paddy may be
found in the development of sales by samples ht in by
cultivators 10 a convenient centre where the presen jungl
. broker might become a_commission-agent. 110
239. (a) Uniformity of grain should be encouraged 110

{b) Co-operative societies should control their members with
respect to the types of paddy grown and the use of sclected

seed and adulteration of the harvest 111
242, The Agricultural Department should not be distracted fsom its
field-work to organise regulated markets for crops 112

CHAPTER VIIL—CREDIT FOR INTERNAL TRADE,

277. The employment of wusance bills of exchange should be
encouraged ; see also paragraph 339 in Chapfer XIa and the

recommendations of Chapter X1X ... . 125

CHAPTER IX.—CREDIT FOR INDUSTRIES.

291, The financing of coltage industsies is best done through
Chettiars or professional moneylenders working on similar
lines or co-operative societies - 133
292, 293, The time for an industrial bank {to supply capital for an
indefinite period) in Burma is ot yet ripe ; cwrrent Bmance
can be provided by the banks proposed in Chapter XIX and
- the Chettiars and other banks and money-lenders 133
298. Rice-nillers must have sufficient resources to obtain current
finance a8 well as fixed capital before beginning the business
and must provide for depreciation of plant and keep proper
accounts e - asn 136
300to 302, Care is required in planning the development of supplementary
occupations for practical agriculturists who are owners or
tenants ror
303. (i) In the wet zones the cultivator who is an owner or atenant
with a full-sized holding requires his spare time for recupera-
tion ; in the drier zones where more time is available develop-
ment should be in the direction of occupations closely related
to the agriculture - 138
(i) The pericd of physical rsecuperation required by
agriculturists shoukl be used for self-culture, largely of an

137

artistic character ae 139
{iti} Travelling adult schools and short courses on such subjects as
agriculture and housewifery should be provided - 139

304. The problem of occupations for agricultural labourers is rather
to provide whole-time employment for an wnemployed part of

the kzbourerss than to provide pari-time employment for all ... 139
305. &) Industries to absorb agricultural laboarers should be sought
- amongst those that would utilise agriculiural or ferest products
which are nrow wasted or are of too low grade 10 get a profit-

able price when used for other purposes - - 140
(ii) The recommendations of the Technical and Vocalional
Education Committee, 1927, should be taken up again e 140

‘CHM”I‘ER X.—MIsCELLANEOUs CREDIT.

312. Government should pay its menials and lower division clerks

weekly as an example to induce other employers to adopt the

same plan ... e 143
313. Banks might consider experimenting with personal loans on a

plan like that used in New York by the Nationai City Bank 144



INDEX 70 RECOMMENDATIONS. 361

CHAPTER XIA,~CREDIT INSTRUMENTS AND DOCUMENTS OF TITLE.

PARA. _ ' "PAGE

343 to 345. Stamp-duty on usance bills and promissory-notcs up to nine
months nsance should be reduced ... e 156

345, Stamp duty for bills of more than nine months should be the
game as for a bond . . 157

349, Definition of bill of mtmngc in the Indian Stamp Act should be
amended 157

350. The Negotiable Instmmentu Ad should be made to apply in l‘ull
to bills of exchange in a language indigenous to Burma 158

351, The term hundi in Burma should exclude all bills of exchange
and promissory notes to which the Negotmble Instruments

Act applies in full 158.
352, Standard bill-forms In English and Burmese shou!d be prowded
for aptional nse 158

CHAPTER XIB —REMITTANCE.
3ol. Savings-bank de?ooitors should be allowed to credit or debit

money orders to their accounts 162
362, Money-order forms should be enlarged 162
368, Balances of some surplus sub-treasurics should be reporled to .
Rangoon more frequently ... - ver 164
s, Pt::ail-orderl for internal remittance in !ndia or Burma shoald 10
.‘ - L) [T 1] (1 1) [11]

389. Letters of credit should be issued and paid by postofiices at
district headquarters sabject to transier of the work to a bank
when feasible T nes ax »as l"-

CHAPTER XI1.—Co0-OPERATIVE CREDIT.

392, 405. Co-operative societies should hold fast to sound business methods,
cure the defects which the committee describes as the principal
causes of the recent crisis, avoid locking up capital in long-
term loans and endeavour to collect loaj depomts both from

members and from non-members - . 172
393, 394, Loams repayable at next harvest shonld be the prlnnpal business
of prlmarg“ socleties, Other loans should be forbidden except
loans to buv plough-catile in societies where the members

usmlly empioy ouly one or two yoke - 173
39410 398. All loana to be more adequately controfted ; purposes to be
stated in specific detail ; toans to be given in instalments a8

required and promptly aud vigorously recovered . 173
395. Committees of socleties ta meet frequently ; societies to be
confined to sl areas ; number of societies to be limited to

those that can be supenrised and trained thoroughly " 174
396. Sacteties should keep separate accounts of loans for which the
time of repayment has been postponed 174

398, The credit of every member who manages his affairs extrava-
tly or does not treat his plough-cattle in the best way

be restricted . 175

-400, 401. Official control of sovicties is genenlly inadvisahle; control should
nlherbebymmamthanselmmdbymualhmh 175

403, The question of Iegnslahng to permit the creation of an
® agricultural charge ™ should be examined - e 176

408. Central banks which can make arrangements for Lquid resonrcs

should be fred to accept curvent accounils withou! restrichion

\Minority dissent) e 178
409. Urban banks should be permitted to accept currenl accoants

subject to certain conditions e - 180



362 INDEX TO RECOMMENDATIONS,

PARA,
‘411, Money-order commlsslon should be reduced for co.operative
societies RN . e
413. (i) Present exemptions of co-operative societies from stamp-duty
and registration-fees should continue
{ii) An additional exemption should be given for the atamp-duty
on arbitrators’ awards
414. Present rules relating fo income-fax upon the income of societics
and upon payments made by sociclics lo continue wilh the
additional exemptions from tax of—

(a) inferest on securities held by a co-operative sociely

and sssued by Government or alocal authority,
(B) interest pard by -a co-operative society on debentures

issued by it
{Minority dissents on both points and makes comprehensive
alternative proposals.)

417. Public funds should be aflowed to be deposited with co-operative
banks. (Minority dissent with respzct fo mrrmt accounts ;

see paragraph 408.) —
420. (i} Closer connection between co—operatwe banks and the
general banking system should be strivenfor ...

{ii} Co-operative banks should aim at-conferring a higher degree

of liquidity upon their paper for discount with other banks ... .

(iii) Rates of interest on deposits in co-operative banks should be

« reduced as soon as possible ee sor

421, 422, Government should not sapply working capital on a large scale
for co-operative banks as a permanent arrangement. (Dissent

as lo the carly contraction of the assislance now given as a

leniporary measure in a crisis.)
423. The desirability of appointing a committee on co-operation for
all India should tonsidered s e

CHAPTER XIIIA~INDIGENOUS BANKING,
No recommendations

CHAPTER XIIIp,—~THE CHETTIAR SYSTEM.

518. Those Chetliars who accept deposils payabic on demand should
make provision for liguid resources in some way less likely
thhan their present methods lo become uscless in a crisis
{Chettiar member dissents) es -

520. Possibly a bill of exchange pavable on the day after presentatnon
should be given a distinctive name and the First Schedule to
the Stamp Act amended accordingly ...

521, 523. Chettiars should make stricter enquiry into the title of agncul
tural land mortgaged to them and should be more strict in
collecting the land-revenue receipts every year and refain them
till the loan is repaid

554, The Commissioner of Income-tax should take steps to ensure
early return of account-books borrowed by income-tax officers
from Chettiars for checking the accounts

555, The income-tax of Chettiars shonld be collected when repay-
ments are being received, and should poesibly be collected in
two or more instalments ... s ase

"558. The Income-tax Depariment and the Nattuklr.ottal Chettiars’
Association should endeavour to work out jointly a more
satisfactory system for the assessment of Chettiars, and
Government should place a suitable officer on spem.d duty for

the purpose ... . s

CHAPTER XIV.—OTHER INDIGEKOUS FINANCIERS,
No recommendations s
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INDEX TO RECOMMENDATIONS.

CHAPTER XV.—PAWNBROKING. '
PARA,
$77, 578. A Pawnbrokers Act should be passed to apply t all pawnshops
in Burma P -

581 Perioda of redemption outside munlc:pa!mes'and notlﬁed areas
should be fixed by rute ... ane

583, 585. Charjgres for interest to be fixed by a table and tobeon a rednced '

basia for small loans for short periods .-
587. Minorily proposal for an experinient with State pownshops

CHAPTER XVI1.—CoOLLECTION oF CAPITAL.

594. Banks in Burma should consider the provision of facililies for
banking by post

595. Banks in Burma should accept Burmese sxgnatura on cheques
596. Government's willingness to accept at places where there is a
branch of the ImpeTial Bank crossed cheques drawn on banks

which have clearing accounts should be made more widely
known e san e we e

597. All Government ireasuries should accept cheques drawn by
approved local banks upon a bank which is either a member

of the Rangoon clearing or is represented on it ... e

605. (I} Effort to pupularise post-office savings-banks should be con-
centrated upon  industrial trading and administrative
centres ars e e v .o

(i) Heads of factories and ofices should arrange to make
deposits and withdrawals on behalf of employees who cannot

attend at the post-office when that is opcn for savings-bank

business . e . e

{iii) Post-offices should open on some evenings for savlngs-hank

business in some of the largest towns

606. ) Headings of columns in post-office pass-bookl shonld be in
Burmese as well as Enpglish -

(il' The rules of the post-office savings banks should be pnnled

in the pass-books in Burmese as well as English, the more

important being given separately
607. The provision of home-safes for post-ofﬁce savings depomtm
should be tried

608. The maximum amounnt pcnmned to be deposnted inone vearina

poat-nﬂ‘me savings-bank account shounid be :ncxeaaed from

Rs. 750 to Rs. 1,500

609, The maZimum amount to be held to the cred.lt of any one post-

office savings-account should be increased from Rs. 5,000 to

Rs. 10,000, subject to restrictions upon withdrawals in certain

610. Post-office savings depositor: should be allowed to nommate
persons to receive their deposits after death .

611, Burmese Buddhist husbands and wives should be permitted to

have juint savings-acvounts in the post-office ... .

612. (i) The rate of interest should nat be raised 50 as to be § inappro-

priate for savings-deposits  with  government security in

comnparison with rales paid by banks and ¢arned by govern-

ment-paper ... -

(i) The present rate is suitable now- ...

613, Post-office savings-banks should not be used as safe-deposits or

as loan-oftices, and their deposits should not be lent to local
Co-operative societies e e

614, Government should maintain proper reserves against -oﬁca

savings-hank accounts as an addition to thcneg:qmrg:ﬁor the

paper currency o e . -

363

PAGE

256
258-

259
260+

269
269-

270-
70
273-
7s-

273
74

274
74

274

75
75
s

275

276

76



364 INDEX TO RECOMMENDATIONS,

PARA. .
-615. An enquiry should be made into the causes of the high averages
for deposits and withdrawals in post-office savings-banks ...

616, Co-operative banks and societies should endeavour to collect
savings-deposils s - v

621, The issuc-price of post-office cask-certificales should be reduced fto
75 per cent of the face value, and the graduation of redemplion-
rales revised.  (Minority recommends increasing the price to
82'5 per cent.) s

622. Facilities for safe deposit of post-office cash-certificates in the
local treasury should be provided through the post-office ...

623, A holder of post-office cash-certificates should be allowed to
niominate a person to whom they would be transferred in case

- of bis death

624, The position of Burmese Buddhist husbands and wives, owning
certificates either jointly or in separate names, shouid be

made clear in advertising the certificates in Burma

626. A public-debt office should be established in Rangoon

027, Government loans should be issued free of income-tax. (Minority
view is that none should be so issued)

28, (i) The minimum amount remitted free by treasuries for the

ll)zurclhggg of government securities should be reduced to

s. 1, s

{ii) Sub-treasuries also to receive money to purchase securities up
to Rs. 2,000 e e ne aae

(iii) The proceeds of selling government securities through a
treasury should be remitted free to any treasury

629. Standard forms of endorsement iry Burmese for government pro-
missory-notes should be prescribed and Burmese signatures
accepted

634. The post-office rules with respect to government securities
should be designed with a view to facilitating transactions in
government securities by all small investors and not merely fo
provide facilities for savings-bank depositors ... -

«634, 635. The post-office should undertake to sell government securities
for any person, whether a savings-bank despositor or not, up
to Rs. 2,000 nominal value in one calendar year, although the
heolder may not have bought through the post-office ; for
securities bought through the post-office there should still be
no limit e .

637. (a) Every savings-bank post-office should accept for safe custody
government promissory-notes and stock-certificates op (o a
total nominal value of Rs. 30,000 without liability to income-
tax and without reference to the manner of purchase

(&) Deposit of government securities with the post-office for safe
custody should not confer exemption from income-tax, but the
interest upon securities so deposited should be paid without
deduction of tax at source

{c) The income-tax department should make iis own arrange-
ments for assessing the interest, and should be permitted
to inspect the post-office records of deposits for the purpose ...

638, (a} Persons depositing governinent securities with the post-office
should be required to maintain a savings-bank account to
which the interest on the securilies should be credited

{4} Post-office Rule 49 should be amended by adding a provision
that no interest will be paid while no savings-account is
inaintained

(¢} In case of the death of a depositor of government securities
his executor should be allowed to have a savings-account for
the estate until the securities are transferred to new holders ...
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INDEX TO RECOMMENDATIONS. .

PARA.

641. {i) Government should not undertake life-insurance business for
the public, but should help the development of life-insurance
by improvement of vital statistics and should set an example to
other emplovers by granti ofg facilities for re‘rmttmg premia
deducted from salary bills of employees of gradee in whlch
banking accounts are not usually kept o

(i) Other employers should also arrange to pay insurance premia
by deductions from salary bills for employees who have no
banking accounts s e

641, Government should allow local funds to place money on fixed
deposit or savings-account with banks, and should experiment
with allowing deposits of such funds on current account

644, Local bodies having current acccunts with banks should be
encouraged to pay their employees of suitable grades by
individual cheques .

646. Government's borrowings should be arranged princlpany to suit
the smallest investors and the banks and insurance companies

647, A National Thrift Committee should be established -

CHAPTER XVII—LEGISLATION AND ADMINISTRATION,

6532. In each law the definition of bank or banker should be adapted
to the special objects of the law

655. Cerfain amendments should be made in the Bankers' Books
Evidence Act, 1891, pending the establishment of a register oi

banks {see 661 below)
658. The definition of damker in the Indian Stamp Act, 1899 ahould
be revised as indicated s
661, A register of bankers should be estabhshed aee

654 to 666, Poending the establisment of a register of bankers a definition of
banker as suggested should be inserted in the Negotiable

Instruments Act, 1881 e .
669, Definitions of business of banking and bamker proposed forthe
Indian Companies Act. 1913 e e .
673. Definition of customer pmpoaed for the Negotiable Instruments
AC( 1881 Y abn e 113
675. An explanation as proposed should be added tosection 131 of the
Negotlable Instruments Act, 1881 -

678. The position of a banker crediting as cash a cheque received
from his customer for collection requires early consideration.,.

679. An explanation as proposed shoua!d be added to sedmn 10 of the
Negotiable Instruments Act, 1881 . .

683, The draft bill (rejected in September 1929) {or ameadmg the
Negottable Instruments Act should be adopted after modifica-
tion by omitting its clauses 2 {a} and (b) and amending the
statement of objects and reasons . -

636, Lf there is apprebension that instructions on the face of a bearer
hundi will be ignored as a consequence of adopting the last
recominendation hundis should be sxcluded {rom the operation
of lhe new act - vee

647, The protection given to bankers by section 85 of the Negotiable
Instruments Act, 1881, should be extended to include endorse-

ments subseyuent to that of the payee... - s
688. A dufinition of megligence 3s proposed should be inserted in the
Negotiable instrumsents Act. 18381 - -

692. An explanation av pmposedshouﬂdbcaddcdtothedeﬁmtion of
negligencs proposed in paragraph 68§ ... . .
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366 INDEX TO RECOMMENDATIONS,

PARA. PAGN
693. See recommendations noted above for paragraphs 350 and 351. 309
699. The Usurious Logns Act, 1918, should be amended as proposed. 3
70L. Steps should be taken to bring the Usurious Loans Act and its

améndment to the notice of the public .. 313
702. The inclusion in the annual Civil Justice Reports of a special
report upon the working of the Usurious Loans Act should be
reconsidered ., _— 313
703, Judicial officers should be more fully instructed to appreciate the
meaning of the term inferest in the Usurious Loans Act 3
70410 708. An act on the lines suggested to control professional money-
lenders should be passed and applied to Rangoon 313
711, An explanation is proposed for addition to certain sections of the
Indian insolvency acts to protect 2 banker honouring cheques
316

drawn by an insolvent in certain circamstances ...
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 acls, with such
further amendments as may be required on this account 318
716. A provision on the lines of section 4 of the English Bankruptcy
(Amendment) Act, 1926 should be added to both the Indiamr

insolvericy acts 319
717, The subordinate ¢ivil courts should be encouraged to award
daily costs after the first day's hearing in cases of obstruction 319

719. The power to use the summary procedure of Order 37 under the
Civil Procedure Code should be conferred upon all district
courts in Burma and upon all subdivisional and iownship courts
in the Pegu and Irrawaddy Divisions and in the Akvab,
Ambherst and Mandalay Districts P

720. Order 37 under the Civil Procedure Code should be extended as
in Bombay to include certain other suits in the High Court of
Judicature, Rangoon, and in district courts

721. 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 morigage-suits - e

722, The gracﬁbed interval of six months between the preliminary
and the final decree in a mortgage suit should be reduced
to two months ... 321

723, Sub-rule (2) of Rule 66 of Order XXI under the Civil Procedure
Code should be amended to give decree-holders of suits which
have gone by default an option whether the notice should be
issued to the judgment-debtor or not ... ar s i

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 contract that interest
shall be paid till date of realisation at the contract rate e

727. Instructions should be issued by the High Court of Judicature,
Rangoon, fo all subordinate courts pointing out fhat 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 . 323

728. The Transfer of Property Act, 1882 should be entirely re-drafted Ky ]

732, The whole of the Pegu and Istrawaddy divisions and the Akyab
district and Mandalay town should be notified under section 69
{1) (¢} of the Transfer of Property Act as amended in 1929 .. azxs

748, (i) As a cantious beginning the power to make mortgages by
deposit of litle-deeds should be extended to the headquarters
of all registration districts and sub-districis in the Pegu and
Lrrawadday divisions, subject to certain provisions fur registra-
tion and for limitation of period - are 330
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INDEX TG RECOMMENDATIONS.

PARA, N

748, (i} Act xx of 1929 should be amended to permit such extension
to any region instead of any town ...

(iii) Thereupon the extension advocated aboveshould be enlarged
to cover all Pegu and Irrawaddy divisions .

{iv) Reports by post should be accepted (paragraph 744} subject
to penalties for false reporta -

750, In case the proposals of paragraph 748 are not acceptable in the
four towns of Rangoon, Moulmein, Bassein and Akyab the
powér to make mortgages by deposit of title-deeds in thoae
towns without the proposed repistration and limitation shounld
be restricted to mortgages property situate within the

town .
753. The question of establishing a svstem of registration of title in
land should be re-examined .
754, The procedure for obtaining a land-holder’s certificate should be
shortened and cheapened as suggested
755. Registration of lis pendens should be requu'ed on the lines
suggested e aes [ LT

756. Searches 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 oifices of registration of
deeds nee . Caee

759. A plan is suggested for facilitating the opening of more offices
for registering deeds e ne

760, Court fees in suits on promissory notes or mortgages should be
pavabie in three instalments s e

764, The fee for registering a deed of relme t‘mm a simple mortgage
or a reconvevance of a usufructuary mortgage should be
abolished (or reduced) for property outside Rangoon subject to
the payment of certain fees in special cases

765. The fees for registering outside Rangoon a receipt acknowiedg-
ing payment by the mortgagor of money due under a mortgage
of properly entirely outside Rangoon should be as {or a
mcrtzgage of the same amount but subject to a maximum of
R

8 [T wes e e vee
766. The fees for registering mortgages of land for an amount below
Rs. 5,000 should not be enhanced (above those in force in A;unl

1930} except so as to establish a minimum fee of one rupee ..

767, Certain stamp-duties should be reduced . .

769, 770. See the recommendations of pangn})hs 191, 343 to 346, 349, 577
and other parts of the report for further proposals relating to
legislation or administrative procedure -

z

CHAPTER XVII1.—MisCELLANEOUS.

774, A summary of the previous discussions of the question of con-
ferring upon Bunina Buddhists the right to make wills should
be published and the matter recansidered [

778. The Labour Statistics Bureau should be enabled to publish index-
numbers of prices in Raugoon for twenty vears back om a
l‘:mad basis and extend the series. afterwards for each year as

passes -, . . .

777, Certain of the amendments of 1929 tq the ’Pmnsfﬂ of Property

Act should be made widely known ... - .

278, 779. No attempt should be made at present to restrict the working of
foreign banks or insurance companies in Burma -

781. Statistics of the circulation of paper money in Burma shoald be
abmned LRETLY YT el e e

367
PAGE

330

330

330

3
333
333
333

334
335
336

337

337

as
© 338

338

£ £ 5

342



368 INDEX TO RECOMMENDATIONS.

'CHAPTER XIX,—THE ESSENTIAL PROBLEN. .
PARA, PAGE

782. The essential problem of the finance of agriculture industry and
" trade in Busmna is the reduction of the rate of interest e 343

804 to 806. A true central bank should be established for Burma {assumed to
be separated politically from India) and should held the bank.
ing reserves .of Burma and issue the only paper money of the
counfry 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 moneylenders gould ;
be financed.  In case Burma is not separated from India the
best possible approach to the same arrangement to be made .. 35>
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