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PART I.. 

INTRODUCTORY AND DESCRIPTIVE. 

CHAPTERL 

INTRoDUOTORY. , 

1. Origlll of the Committell.-As early 88 1925 tile· External 
Capit.t Committee recommended tha.t a full investigation should· be 
mllde into the conditions of. Indian ba.nking. They wrote as fonows ~--

"India possesses a vast store of dormant capit.t a.waiting d~p.
ment, and in order to ma.ke this available for investment banking 
facilities must be increased and extended. The examination of the 
varous technical measures sUfgested in the replies with this cbjec5 i& 
outside the scope of the Committee, but we would emphaslM the 
importance of a co-ordinated survey being undertaken at the ear!iest 
opportunity of the whole field of banking in India. This shonld be 
followed by a detailed examination by an expert oomm.i.ttee or c( mmi:. 
tees of the lines along which progress should be effected.' '(1) , 

9. Soon after ~he External Capitel Committee had reported; the 
Government of India. invited the provincial governments to express 
their viewa on various matters connected ,wth banking. and e;;pecially 
on the best method of surveying the whole field of banking. In 
the meantime the Roy.! Commission on Indian Currency aud 
l!'inllnoe had also reported. After an examina.tion of the replies of tire 
provincial governments and of the report. the Government of India came 
to the conclusion that the establishment of the Reserve Bank of India 
and its IICtivi~ies through its member banks woold go far to remedy some 
of the major defects in the Indian banking system. and to improve 
Mnking facilities generally. They therefore thought it preferable to 
postpone further euquUy of the kind previously contemplated nntil BOme 
experience of the working of the Reserve Bank of India had been gained. 

S. Tho Reserve Bank Bill. however. wae rejected by the Legis
lative Assembly in February. 19-;as. and the question of a Banking 
Enquiry was .tlowed to rest flll'the time being • 

• ') lIop>r& 01 the Ih ...... Capilal ~ 1-. Po Do 
. 1 



4. Both the Federation of Indian Chambers of Commerce and the 
Associated Chambers of Commerce revived the question at their annual 
meetings in December, 1928; a.nd as a result of the discussions 
which ensued, the Hon'ble the Finance Member stated the broad 
position of the Government as follows:-

·"The formatiol! of a Central or Reserve Bank is desirable in order 
that India may be equipped with a mechanism for the control of 
currency and credit on the lines approved by modem experience. At 
the same time, the Gov.ernment can only proceed subject to their beinl( 
satisfied as to two conditions: first, that the organisation of the Bank 
18 securely settled on sound lines, and secondly, that there is a measure 
of general support among the representatives of public opinion for the 
proposals. Full advantage should be taken of any interval which may 
occur before these conditions are fulfilled, and the time is again ripe for 
revivillg the proposals for a Reserve Bank by inaugurating an enquiry 
into the generalbanki.ng organisation of the country which is intimately 
connected with the question of a Central Bank. For a Central Bank 
II! essentially the crown of the whole structure of banking in its widest 
sense, and if it is to be well designed to meet tbe practical requirements., 
of the country, it must be adapted to the banking organisation of the 
country on which it should rest. Viewed from this angle, a banking 
enquiry will be of value in throwing light on the actual situation 
thronghout the oountry and in instructing public opinion as to the ma;n 
I equirements." 

5. Proceduf'e of enquif'1/.-As regards the procedure of the enquiry 
It was recognised that a Central Committee was required to lay down 
the general lines of the enquiry, to direct it, and to collate its resnlts. 
Bot .as conditions vary greatly from province Co provin~ and in every 
proVUlce local knowledge is essential, the appointment of proviMial 
committees was also considered to be necessary. 

. 6. C01I8titutilm 01 the Committee.-Acoordingly in consultation 
WIth the Government of the United Provinces, the Government of Tndia 
announced on June 24, 19-29, the appointment of the United Provinces 
Provincial Banking Enquiry Committee with the following members :_ 

(1) Mr. E. A. H. Blnnt, O.I.B., O.B.B., 

1.0.8., Financial Secretary to the Gov-
ernment of the United Provinces _ .. Chairman. 

(2) Raj Bahadnr Pandit Gnrsewak Singh 
Upadhya, B.A., Deputy Registrar of 
Co-operative Societies, United Prov
inces Co-operati", 

pert. 
Ez-



( a ) 
(8) Dr. Radbakama.! Mukerjee, M.A., ph.D., 

Professor of Economics, Lucknow 
University 

(4) Mr. B. T. Tha.kur, M.A., Chief Agent, 
Centra.! Bank of India, Ltd., United 

Provinces 

~5) Babu Mohan Lal Sah, M.A., LL.B., of the 
firm of MeBSrB. Durga Sah, Mohan 
La.! Sah, Bsnkers, Ranikhet 

(6) Rai Bshadur Bsbu Mohan Lal, M.A., 
LL.B., M.L.O. 

(7) Babu Lakshmi Das, B.A., of .the firm 

Indian Ii. cotlomiBt. 

Bepruentatiflll' 01 
Commercll. 

Bepruentatiflll 
Indigenou& Banker. 

BepreBentatifle of 
agricultural inU
ruts. 

of MeBSrB. Girdhar Das J agmohan Das, 
BenaresBepruentatiflll 0/ 

urban interutB. 
Dr. L. C. Jain, 1(.A., Lt..B./ph.D. • •. Secretary. 

7 .Temu of Belerencll.-Tbe subjects given to us f~ investigation 
are embod;ed in the following M tlllorondum of lines of enquiry by 
I'r:lI,inciol CommittetB. 

"1. The Provinci.l Committeea abould make intensive survey. d one or 'wo 
-.looI<d clialricto in ..... pro_in .. aoc\ • poeza1 ,......." 01 &he CQDditi.... iD the p",'ViDOO 
or &l"eU .. • whole iD nsard \3 agricultunl .... d ant.all iD.dlllkiel with 6pecial refereoaa 
to the labri. ., In....... Th. dot';:, 01 tbo enquiries to bo DDdertuan obanId be 
.allied. b, t.ho Pro't'ineial Committee. tbem_YM, but iD order t;o f~ilit.te tabulatioa 

<II lb. ...,1.. lor all India. lb. 1oII""'illll maiD boada "nd... which lb. Commi_ 
noukl olueiry \be inform.hoa aD:! mate-rial rolle:.-ted are laid do'WD far their guid&DDe. 
'1'.... u-Id 00& be bold to debar \be ProYiaeiaI Commi_ _ in_;ptiDc ... , 
"JlOCiaI prooiodal 100_ "'" _ by tho boada below. a. Tho maiD boodo roIorrod 10 abcmo __ 

L-.A. • .........,..., ClIomft. 
iSao in Ibio _tiool CbapWo XU and xm .., AgriouI_ Commri"D'a 

11--.) 
(a) V ....... i-. 01 _&DaD' impro~_D& to land. Cncli& fadlitioa ..... i ... 

... .. ,.,.1Iy _i.m.,. R ... 01 iII_ and porio.i 01 ....... ;md _ ... Delisio... Por& 
~ by Imparw baDt. joiD ... _ bonta ............ Ii ... bonta aoc\ iudi_ ........ 
... bookon. Soopo I.. land IIICI1pge beak. aoc\ lor ~t1Iral .....til boob. eo. 
_in.tioo '" _il ,~ R .. iew '" ':ra- '" o....n.-& ~ ..,.. "imiDaQaa 
<II ad ... iDmrati.. doI~ .. 

(M Cncli& I1o<ilil;" nqai...t lor p ...... _ 01 II(ricaIt1Iral imp' .... aoc\ ..a ... 
ather es .... _ of prodnet .... Paeiliti •• ~""Iy mAiD« .... of iatftat: aDd period 
'" ~ and _ .....tit.... B_ '" '-'<nriDtr ........... III JIIOd-. ~ , ... ,.. 
"1 difenn. 010_ 01 boob and IIaD"-

... , _ ........... '" ... rt .. ..., priD<ipaI ....... C>ecIit r.o_ ~ ,. 
~DaDei ... 01 prod-. oIviDtr -iDtr. Pu& pia"" ... m_ eI-. 01. bonta ..,.. 
boD"-.. 1'o<o1it;" Inr _i ..... .-e.. {loo 01 ~ ·-"-Ie ... _ ,. _ --.. ..- '" cbt" _ biIIL 
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(d) Volume of agricultural indebtedne3A in province arid tbe causel contribuciq;. 
to such indebtedness. Existing credit facilities for discharging debt. Pad pla.yed by 
dilerent classes of banks and b&Dkers. 

, (e) Agriculmral .enterprises and other small industries in provincc, like dairy 
fa.rm.ing, (fUr factories, cotton ginneries, sugar refineries, etc. Pos'3ibilities of develop· 
ing cultivation or of belping cultivator to !let a better return by erectil:1U cd Buch 
factories. Credit facilities reqaired and actuary existing. 

n.":,,,SpBClAL STUDY OP WORKING OF CO·OPERATIVE BANKS ASD co·orEBA11VB 
IiIARUfiNG BOCtBTIBB. 

(8ee Chapter xm of Agricultural Commission's R.eport.) 

Extension of co·operation in direeticn of b:rrowing and lending 00 provincial 
Bcale instead cf local units operating separately in watertight compartments. RJutio., 
with .Imperjru Bank and joint-stock banh. Peepent difli.::uJt.ies of financing (o·operative 
societies both sbor~ and lcng term (api"!:J. Al!eged ccmpetition of r.o.operdive b'uks· 
with joint·stock. banks. 

m.-SPECIAL STUDY OF INDIGENOUS BANKINO. 

Collection of 8vailab'e inf~rm!)tion rega.:ding indigenous bankH and bankers B~d' 
their lIlcthoos of dOinK bDsine~s. Shro{f's, Io. .. ge and amnII, who \do Dot DauaHy call 
themselves bankers, should be included in enquiry. Information fl.}, mId comprise capital, 
deposits. cash balance, terms of ad\'anres, establishment, clientele rdatioD t-, agriculture, 
indllS~ry and tra~e. faciJitif's rewired, relation to joint..su-ck b!\l-ks ::-n 1 Imp- ri~l Panko 
attitud~ towards Sfme sdtt of governmental Bupervisi:n and publicity, metbods to r8'!Ur8' 
atabiJity and insr;ire confidencE',.' 

IV.-INVESTM'E!I."T IlADrr Ad A':.'TBACTlOB' OB CAPITAL. 

(1) Means or instituticns in existence fer eIlOOuraging investment babit. Poatat 
cash" certifiC3tes and pos:u.l savings banks. Classes of popuJat~on who: resort to ncb 
forms of investment and methods of attracting other c1asBe'3. Alleged competition of 
GoVetDment with joint-stock banks. Existing faciny for purchase and sale of gQvern.: 
me~t securities. Hilton-Young ComIlfission's propos.l for introduction of gt.ld cash 
certificates. 

':2) Growth of cbeque habit. Efrect on same of abolition of stamp dot,- on c11equea. 
Other methods of promotion like payment of government servants and bank employee 
above, 8ay, Rs. 100 by cheques. 

(8) Brancb banking and investment habit. Experience of Imperi~1 :eaok's n~w 
branches opened under agreement. Exi8tin~ difficulties experienced by joint-stock banD 
in ovening new branches. • 

8. Preliminary work.-TI,e Secretary entered upou his dut;es on 
July 10, 1929. and proceeded with the preliminary work ot orgauising 
the office, preparing a bibliography and collecting available literature 
on the subjects of enquiry. The .tandard questionnaire drafted by the 
Central Committee for the guidauce of provincial committees(2) was. 
receioved on .July 26, 1929. 

9. The questionnaire.-The Committee first met at Na'ni Talon 
August 7, 1929. to consider the questionnaire rece;ved from the Central 
Committee. This was simplified and sub-Ilivided so as to make it 
possible to send di1ferent portions of it to different pers-m or boiie.t 
capaole of givinJ u~eful information on subjects. in wLich they werct 

(.) Appendix fA> this reporl. 
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interested. The questionno.ire o.s simplified(S) was issued on August 28, 
] 929, o.nd o.ltogether 1,615 copies WElre sent out. The f!.uestionnaire was 
also translated into Urdu Rnd Hindi and published in the district gazette)!. 

10. Intenaille BUl'IleYB.-Underthe Committee's directions, inten
sive surveys were can-ied out in three typical villages in each of the four 
,districts of Benares, Basti, Partabgarh, and Muttra, and in four villages 
in the district of Meerut. The surveys in Benares, Basn and Partabgarh 
were conducted by Messrs. Devi Sahai Srivastava, M.A., Satya Prakash, 
M.A., and Puttoo Lal Bisaria, M.A., inspectors of the .Co-opero.tive depart
ment, undE'r the direction of Rai Bahadur Pandit Gursewak Singh 
Upadhya, who was placed on special duty for this purpose for t1ITe& 
mouths. The intensive enquiries in the viUages of Muttra and Meerut 
were undertaken by Messrs. Brijendra N ath Bhargava, M.A., and Knnwo.r 
Bnhadur, M.A., students of the Lucknow University, under Professor 
Mukerjee's guidance.' Mr. Bhargava also submitted to the Committee 
an interesting survey of agricultural marketing with sp&cial reference to 
the methods and practices prevailing at Hathras. Professor Mukerjee 
was entrusted by the Committee with the survey of th' arts and handi
-crafts of Lucknow, Messrs. S. N. Majumdar Choudhury, M.A., and 
Ardhendu Bhattacharya, M.A., students of the Lucknow University, also 
-carried out surveys of small urban industries in Benares and Lucknow ' 
under his supervision. 

Other valuable surveys were made by post-graduate students of 
tbe Allahabad University, by members of the Allahabad University Vil
lage Service League lind by a research scholar of the Allahabad U niver
tlity, whilst an excellent piece of work(') was done honorarily by a research 
rc.holar of the Aliltnrh Muslim University. 

A nnmber of notes on various subjects were also prepared by Dr. 
'Mukerjee, Mr. Th.llmr, Ba'bu Mohan Lal Sah, and the Chairman.(") 

11. Tour.-The Committee did not consider it necE'ssary to make a 
10ur themBl'lves, but the Secretary was deputed to visit the princip.'\1 
towns, consulting leading bl\Ukers and col\&eting first-hand material on 
indigenons banking. The information thus gathered is published iu 
the form of a note in our volumes of evidence. (I) 

19. Eoid~nr.e.-A larl.'8 amount of evidence was received by the 
~()mmittee. Two.hundred and fifty-nine 'persons replied to the question. 
naire of whom U~ were officials and 117 non-officials. The total number 
-- --- ------ -. -- -- --- - _. -----------
. . (') Tho NmpIified q_ ....... ain is prinled u Ito. begilmiDg cl .ac:h 'ftIImno d 
."id~ 

(.) E'rid ...... 'ftII. II, pp. 8M et .... 
!') E'fid_, 'ftII. n, pp. 1 et .... 
r) hid....., ..... n. pp. 1-' 
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of persons who gave oral evidence was 52, of whom 25 were officials and 
27 ·non-officials. .The Committee have published only a portion, though 
a large portion, of the evidence received. Our principal reason was that 
a very large number of witnesses confined their answers to the same part . 
of the questionnaire and there was little or no difference in their answers. 
Repetition of the same information seemed valueless; and as the printed 
evidence is alre~dy considerable, further printing would have greatly 
increased the cost. l!'or similar reasons we have in some cases printed 
only a part of a witness's evidence. The original evidence has, however, 
been preserved. 

A very large part of the evidence consisted of brief and often mono
syllabic answers to the various questions. Such evidence would have 
been unintelligible without constant reference to the questionnaire, and 
for that reason we have taken the liberty of rewriting these answers. 
Such rewriting has always taken the form of combining the question 
and the answer; and we can accordingly assert that in this attempt to 
make the replies to the questionnaire self-contained we have faithfully 
reproduced the ijltentions of our witnesses. 

13. Cost of enquiry.-The cost of our enquiry amounts to. 
Rs. 41,877, a sum exclusive of the appreciable assistance given, directly 

'or indirectly, by the Provincial Government. Ours is the only provinciai 
committee the Chairman of which has carried out the duties of that; 
post in addition to his own. Again, our office staff conaisted, with a 
single exception, of members of the Finauce department of the provincial 
secretariat who I)arried on the work in addition to their ordinary duties. 
This has reduced the cost by a sum which we estimate at RaD 40,252. 
The Local Government has further borne the cost of printing and 
stationery, has supplied free office accommodation and furniture, and the 
free services of certain staff, particularly the inspectors of the Co-operativ& 
department mentioned above. The contribution of the Provincial Gov
ernment by direct payment or by cauSing their officers to do double work 
represents over 56 per cent. of the whole cost. 

14. Acknowledgments.-We wish to express our gratitude first, 
to Sir Purshotamdas Thakurdas, then Chairman of the Central CQUl
mittee, who paid us two visits, during one of which he was present at, 
and 38sisted in, the examination of some of our witnesses, and gave ua 
both valuable guidance and much-valued encouragement; and·to Mr. V. 
K. Aravamudha Ayangar, Secretary of the Central Committee, 
who kept us well suppliecl with information and gave us constant help. 
Secoudly, our gratitUde is due to the Government of the U lJited Pro
nnces 1Wd its officers. His Excellency Sir Malcolm Hailey himself 



showed great interest in our proceedings and even sugg6sted to us 
particular lines of enquiry; and every officer, from heads of department& 
to IllIib-tahsUdars and qanungos, whom we had occasion to oIIsk for 
assistance gave it without stint,-generally, we fear, at the cost of 
oonsiderable labour and incoJlvenience. Their help lightened our task 
to an extent which we alone can realise, and freely acknowledge. 

15.. Amongst a long list of officers, we desire to mention specially 
Mr. P. M. Kharegat, I.O.S., Registrar of Co-operative Societies, who noli 
only supplied us with valuable evidence, . but, being co-opted to our 
n'lmmittee, helped us to write our report: and RBi Bahadur Pandit 
Gursewak Singh Upadhya, who' was in charge of our intensive surveys. 
Finally, we wish to express our thanks to all those who replie~ to the 
questionnaire, carried out economic surveys, or came forward to give 
oral evidence. 

16. Stalf.-Dr. L. C. Jain, our Secretary, not only carried out 
his routine duties to our entire satisfaction, but, being himself an 
acknowledged expert in one of the principal subjects which we had to 
investigate, namely indigenous banking, made some valuable contribDo 
tions both to our information and our report. Mr. R. S. Symons, I.O.S., 
whose services were lent to us by Government for a few weeks, gave u& 
useful help by compiling material for one of the chapters of this report. 
Our office, under Mr. E. J. Callow, Assistant Superintendent in the 
Finance Department, worked throughout with commendable zeal,
notably Mr. Callow himself, who, aR already explained above, was all 
thl'ough carrying a (louble burden. 



ell APTER II. 

PRINOIPAL EOONOMIC FEATURES OF THE PROVINOE. 

A.-Rural. 
17; Natural dil1isions.-The United Provinces ·of Agra and Oudh 

may be divided into eight natural divisions, according to their peculiar
ities of geology, agriculture, language ~nd ethnology. These divisions 
are as follows :-

(1) Himalaya, West, which consists of the Kumaun revenue divi
sion and the Dehra Dun district in the Meerut division, and: contains both 
montane and submontane tracts. The submontane tracts consist of the 
Tarai and Bhabar in the N aini Tal district, the Bhabar in Garhwal dis
tl-ict and an area lying below the foothills in Dehra Dun di~trict. 

(2) Sub-Himalaya, West, which consists of the five districts of 
,saharanpur, Bareilly, Bijnor, Pilibhit and Kheri, immediately south of 
the districts just mentioned, with large forest areas. 

(3) Indo-Gangetic Plain, West, which includes the district~ of 
:1Iuzaffarnagar, Meerut, Bulandshahr in the Meerut division; the whole 
of the Agra division; Farrukhabad and Etawah in the Allahabad clivision; 
and Budaun, Moradabad and Shahjahanpur in the Rohilkhand division. 
It consists mainly of a sloping alluvial plain with no rock or stone near the 
surface of the soil, except some beds of nodular limestone (kankar). 

(4) Indo-Gangetic Plain, Central, which contains the districts of 
Cawnpore, Fatehpur and Allahabad in the Allahabad division; the whole 
of the Lucknow division (except Kheri); with Fyzabad, S~1tanpur. 
Partabgarh and Bara Banld in the Fyzabad: division. It is, like the third 
natural division, composed of alluvial soil, except the three Allahabad 
iahsils lying south of the Jumna, which really belong to the fifth division. 

(5) Central India Plateau. Tbis consists of the Bundelkhand divi· 
:sion of four· districts, J alaun, Banda, Hamirpur and Jbansi, IY;J1g south 
.of the Jumna on the eastern slopes .of the plateau. It is broken up b~ 
low rocky hiJIs covered with stunted trees and jungle, which are outlyin@ 
spurs of the Vindhya mountains.. The "black cotton" soil of this divi. 
:sion is very difficnltto cultivate. 

(6) East SatpuraB. To this division the district of ;Mirzapur and the 
.state of Benares alone belong. It can scarcely be correctly called: s 
imtural division, for of the district and state mentioned, the northerr 
portion really belongs to the Gangetic Plain,. the middle portion to thE 
Vindhya Plateau, and only the area south of the San belongs to the 
S:ltpura conntry. It is a wild, forest covered tract, broken up wit! 
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ravines, but, containing occasional .alluvial basins surrounded by hills; 
which are the homes of the few really primitive tribes in the province. 

(7) Sub-Himalaya, East. This ,division is 1J. compact group of four 
districts, Bahraich, Gonda., Bastiand Gorakhpur, between the Ghagra. on 
the south and west, the Gandak on the east and the N epa.l frontier on the 
north. The soil is mostly aJluvial, and there are extensivetra.ets of 
forest in the north. 

(8) Indo-Gangetio .Plain, East, which includes the whole of the 
Benares division (except Mirzapur) aDd Aza.mgarh district, and Jies 
mainly between the Ghagra and the Ganges. The soil is alluvial. 

18. These natural divisions may be grouped ir.to four well-defined 
major t1'8cts from north to south, as foHows :

(1) The montane tract (division 1). 
(2) The BubmontaDe tract (divisions 2 and 7). 
(3) The Indo-Gangetic plain (divisions 8, 4 and 8). 
(4) The trans-Jumna tract and its continuation after the junc

tion of that river with the Ganges (divisions 5 and 6). 
The genero.1 line of these four tracts is across the province from west 

'to east. . 
19. Soil classification.-In the montane tract there are small 

ilatches of cultivation on tlle hill sides and in the valleys, where the soil 
depends on the rocks from which it is formed, and varies considerably 
from place to place. The soil of the main portion of the province is allu
vium brought down by the rivers from the Himalayas wjJ.ich have effected 
'the complete intermixture of the original detritus; the local variations 
.are due to differences in the size of the particles rather than in chemical 
composition. The heavier particles were deposited first. forming the 
coarser roils of the nortllem and \vestern districts, while the lighter were 
carried on to rOm) the fine rich roils of the eastern plain. The agri
'(.ultur.t community classifies the soil into sanil {bhllr or balua) , loam 
-(lIamat, 001'118 or nJusll), and clay (matiar), and givea the names of "ilia 
'to a light loam, and war to the heaviest kind of clay. which is almost 
impermeable to water and uncultivable with the primitive implements at 
their rommnnd. There is also a cross-classification aocording to the dis
tance from the village site. The cultivators give the name of goind or 
.gallium to the well-manured land near the abadi and call the outlying 
lieltla barha or palo; in some districts they also distinguish II middle zon" 
(man,71a' or mil/ana). The soil in the trans-Jumna tract is quite different 
.Bnd much less uniform; it is brought down by fluvial action from the 
<,entral India Plntaau, Bnd is called black cotton soil; The richer 
~ariety is bOWD as mar aud the ligbter as kabar. and contains exeep-
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tional quantities of lime and sulphuric acid. It becomes waterlogged 
with too much rain, and so hard with too little, that it cannot be plough- . 
td~ in either case cultivation is impossible. Where the surface is 
uneven, as it always is in the neighbourhood of the smallest water·. 
courses, erosion deprives the soil of its fertile oonstituents and turns it 
into 1'akar, a soil which has little more consistency or fertility than a 
gravel heap. In some parts of this tract a light loam caHed parwa is 
found similar to the main alluvium; but cultivation is generally difficult, 
and gives only a precarious livelihood to its foHowers. 

20. Habiwticms (villages and houses).-The rural population lives 
in closely packed groups of houses, which with the surrounding fields 
make up the revenue mauzas. No man lives, as an English farmer does. 
in a house of his own, surrounded by his fields, his barns and his stables. 
Every man lives within call of his neighbour, so that he may readily 
summon help if attacked ,--a gregarious habit which seems to be a sur
vival of the- time .whet) the countryside was not as peaceful as it is now. 
when & man did: not co.re to travel alone after do.rk, and & zamindar took 
co.re to conceal his riches. In the western districts, which gained more 

. recently the -protection of an ordered government, few mauzas have mor& 
than one inhabited site; but in the east of the province, which wa.s the 
first to come under British administration, many small hamlets have 
sprung up around the central site. But even in these, as in the main: 
abadi, there o.re no open spaces, houses are huddled together, streets are
tortuous and narrow, encumbered with cows and calves and buffaloes. 
The house drains add their quota to the wa.ste water which runs from 
around the weIfs, turning the lanes into qua.,omires. 

21. The houses in Agra, Muttra, Bundelkhand and the hills are
sometimes built of local stone, but in the greater part of the province the 
building material is burnt or sun-dried brick, mud or ,wattles. Most of 
the houses are laid out round a central courtyard, where the cattle are· 
tied o.t night, and contain a living room, which is also the bedroom for 
the men, an inner rOOm for the women, and a few small store rooms_ 
The rooms are smo.Il and low without ventilation or light, except what 
may be provided by one or two tiny unglazed windows, which are instant
ly stopped up a.s soon as illness of o.ny kind appears. Several families. 
offshoots of one joint family, often inhabit a .single dwelling. 

22. Population and density.-The area of the United Provinces of 
Agra and Oudh is 106,491 square miles, and its populati?n 4?,375:787 
according to the figures for the census of 1921. The provIDee IS a little 
smaller than the British Isles, and has almost the same population. Of 
every thousand persons, 894 live in viIlageq whereas in England anlt 
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Wales the number is only 207. Hindus predominate over other religions .. 
constituting 87 per cent. of the population. Seventy-six per cent. elf the
total population of the province is engaged in agriculture,' and moat of 
these live in villages, so thllt the percentage of the rural population :whose 
occupation is agriCUlture is about eighty.six per cent. Fifty-four per
cent. of these life actual workers and the remainder are dependents; the
average number of persons in a fllmily for the whole province is ~'6. 

28. The density of the rural popUlation varies from "92 in Himalaya. 
West, to 648 in the Indo-Gllngetic Plain, East. The following table-
shows these variations ;- . 

WMlo dillrkl. Buml Mt<U. 

Bbnlaya, w.n •. 101 92 
Rub-HImalaya, Won •• 399 841 
Indo-Go.ugetlo Plain, Won •• &08 430 

• Ditto Cenbl •• &23 4.77 
Centra1 India Plateau .. •• 193 17& 
Eon Batp_.. •• 166 148 
Bub-Hi_lay&, Eut •• •• 806 15M 
Indo.GoolI"lIo Plain, Eon •••• 711 648 

These figures, however, are misleading, being blU!ed on divisionaf 
totals of area and population; they conceal the existence of wide varia.tions
of density within each division. In the following table(l) the figures are 
referable to much smaller (tahsil) areas. 

Peroentap of total ....... with density per oq_ 
mile_ 

N.tllftl dhilloa. 
UDd .. 1110 to 300 to 460 to 000 to o...r . 

lliO. 300. tIIO. 800. 900. 9OCIo 

KbDalaya, Woo, l1li" "·8 • •• .. .. . . 
Sub.Himalaya. w .. t' .. . . .. 21'8 43·0 28·7 "8 "1 Sub-HbDalayo. But __ .. .. -. 16-S 36'8 47'9 .. 
Ind..o.n..li. Plain. W .. t .. .. 36'8 46'7 18'6 1'0 

Ditto CeDInI .. .. "1 21'. 110'7 17'8 "7 
llit,to EMt .. .. .. 16'8 76-1 ,.g 

Central ID<li. Platoou .. 18-' 78-8 '·8 .. .. -But Sa'PIII'U .. .. 110'0 17'1 11'8 .. .. .. 
" 

Total .. 18'S IS'7 19'8 2\1'0 18'11 I'S 

24. With the help of this table it is possible to give II much cleart'l'-
acr.ount of the distribution of density over the province. . 

(1) TnJcI$ ,eith G dmsit" of undlrr 160.-This area falls into tw~ 
parts: one in the extreme north Dnd the other in the extreme south of" 

(I) Thia IabIo 10. oimptiW '-0I-b0idi0r7 Table U at _!II 01"'" l''''hod l'IoT_ ou. ... RepGR 01 1I1l!l. 
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-the province. Both consist of hm.~ountry, more or less thickly covered 
'With forest. The northern tract belongs to the Himalayan system, the 
1I0uthern to the hill system of Central India (Vindhyas and Satpuras). 

(2) Tracts with a density between 150 and BOO.-This area also falls 
'int~ two distinct. tracts. The first consists of the unhealthy tarai coun
iry in the north along the Himalayan foo11hills, a large part of which is 
jungle; the rest lies in the south along the barren Vindhyan plateau anl 
conilists of Bundelkhandi country with its inhospitable climate and diffi
oOult. soil. In the Central Plain the area consists of the southern tahsils 
of Allahabad which naturally belong to Bundelkhand. The area in the 
East Satpuras represents two ~ahsils of Mirzapur lying behyeen the 
'Ganges and the Son. 

(3) Tracts with a density between BOO and 450.-This area falls into 
three separate divisions. The first lies in the submontane tract and con
msts of tahsils which, though thickly populated, alsO comprise 'large. forest 
.or tarai areas which reduce their total dens~t.y. In the Indo-Gangetic 
:Plain the area consists of certain 'tahsils in various dist·ricts which either 
:have lost population as a result of severe outbreaks of disease during the 
:188t twenty years, or comprise large areas of precarious or uncultivable 
:land. . In the trans-J umna tract the area consists of the best parts of 
~undelkhand. 

(4) Tracts with a density of (a) 450 to 600 (b). 600 to 900.
'This large stretch of country consists of the southernmost parts of the' 
·submontane tract and the greater part of the Indo-Gangetic Plain, and, 
'amounts to 50'9 per cent. of the total area. of the province. Its character
istics are good alluvial doab soils, a healthy climate; excellent irrigation 
.and' excellent crops. The tract with the higher density of the two 
.differs from the tract with lower density only in degree. This tract ra
'presents the true nfean density of the province, though the arithmetical 
,average density of 430 is slightly less. . 

. (5) Tracts with a' density 0/ oller 900.-This area really belongs to 
-the former tract, but its density Is swollen by the presence of large and 
populous cities .. 

25. It is possible to describe the distribution of denRity on even 
'broader lines than this. There is a. tract along the northern border of 

. t1:le province of low density, which comprises the whole of the montane 
tract, the northern third of the sYbmontane tract, and some of the 
.northernmost tahsils. in the Indo-Gangetic Plain. Immediately south of 
this there comes II tract of high density running from the western t<l the 
-eastern border which comprises about two-thirds of the province, and the 
-"",hole of the I~do-Gnngetic Plain except ~ few tah~ils of low den@ity. 
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South again of the Indo-Gangetic PI&in comes a second tract of low density:
",Wch consists. of the whole of the trans-Jumna tract ancl certain por:' 
tiolls of . the Indo-Gangetic Plain, which lie near that river in the distriQtll' 
of Muttra, Agra, Etawah, Cawnpore ancl Fatehpur. 

In abort, the province is composed of three tracts; one of low densitY' 
I unning along ·two-thirds of the northern border, anotber of low density: 
running along the whole of the southern border, and a tract of bigb· 
density lyiflg between the two. 

26. There is a distinct correlation between density and cultivateif' 
area; the density figures vBry, with Olle unimportant exception, direc~ly. 
as the percentage of gross cultivated area to cultivable area. This cor-· 
relation is certainly causal: the more population increases, the larger
must be the cultivated area. which supports it. And as density increases 
so must the cultivated area. increase, until the limit is reacbecl where 
expansion is no longer possible. At that point, if meanwhile other means
of livelihood have not been developed', density will be determined by the· 
agricultural conditions, of which the most important is the cultivated area. 
For our present inquiry the impOl·tant question is whether that point
is yet in sight. On tbis matter certnin figures taken from tbe Census 
Reports of lOll Rnd I021 will sbed light. (It should be explained tbat' 
by "gross cultivllted" is meant "net ('ulti"ated plu8 double cropped. ") (") 

1911. 1921. 

Percent. 

Nalural clivloion. 
PI rcentage Pflrcentagt Opoof PeroeDta~tt 

of If' 0811 of Gulti-v- 1lI'~ II of oultiv .. 
[lena:I,.. oultivated .b~e area DenaJly. eultivat.- ablt' area 

to ouit:. stin .d &0 still 
abl •• rea. ';'I&ilable. oultiv- av&:l.blp. 

I . able area -
Sub-Hlmal_ Woo, .. m 101 .. 1"0 399 98·7 14'8 

Indo-O""",110 PIaiu, Woot 1138 108'8 "3 608 1<'3'7 10'1 

. Indo-G ... ~Ii. PlaiD, Oent .1 S50 108'11 9'S I S2S 109·0 8'9 

Central Ind~ PI ...... " iU 77'8 2~'6 198 83'S 23'0 

S .... Ulm.\.ya, E .. , .. lISa US·! 
,.. 

I 608 123'0 ~·O 

Ind ... Ga~'. P .. · ... Ean 100 107·1 u·! 711 110-S iO'l 

" -
f') The .. \ab'ot come from 'be o.IIIDlllte-pod 0I191i. pa.eI!', and Cealua Report of. 

nil. pap 11. Tbe ticur .. of ou~d",bl •• 1'd h.". heeD worbd out.frolBlhe IObaid.iSI'J 
,.b'e 1 ., "'" ... eI 01 Ub.P'W I i. _b· repoD. T» m.'_ of aalonlati", __ 
oaUlt.lIIe ..... i ... ,Iainod OIl ...... 18 ... d 1901 "' .... pan oj 19U. • 
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These figures suggest that in Sub-Himalaya,- West, nnd Central 
India Plateau the cultivable area still available is larger than in any 
o()ther division. But these figures are certainly exaggerated. In Sub. 
Himalaya, West, a part of the cultivable area lies in tracts so unhealthy 
that cultivation there cannot be permanent. In theCentra.l India Pla
teau the land classed as "cultivable waste'! always includes a large area 
eovered by the weed known as kana, which remains barren for years to
gether until'the weed disappears. After allowing for these' factors, it 
is safe to say that the area still available for cultivation does not exceed 
11 per cent. in either of these two divisions. Ten years ago, after a 
deCade in which the provincial population, as a result of disease (mainly 
the influenza epidemic of 1918); had fallen by 2'5 per cent. the culti. 
vable area still available was nowhere more than 11 per cent., and in 
Sub-Himalaya, East, was as low as 4 per cent. of the total cultivable 
area. To-day ten years later, after a decade which compared to the two 
last has been reasonably healthy, tpe available area must have become 
much smaller, whilst in Sub-Himalaya, East, the point where further 
expansion is impossible must nearly have been attained. 

27. General condition of agriculture.-With the arrival of the fim 
.. ain in June the land is ploughed and sown with rice, millets. maize 
and cotton, which are harvested between August and December. In 
a normal year they are not irrigated. Meanwhile, preparations have 
been going on for the sowing of the cold season crops, wheat, barley and 
pulses, which are .sown in October to December and reaped in April. 
The fields lie empty for a couple of months, until it is time to start the 
process once more. Sugarcane has a season of its own, being planted 
in January to April and harvested in the following December to March. 
The cultivator looltJl to the rains crop for his food, and to the winter 
erop to provide him with money to pay his rent and his debts, marry 
his children and buy him a few small luxuries. The winter crop is 
I1sually irrigated. 

28. The country plough is substantially a wedge of wood with 
an iron cutter in front and merely stirs the soil without inverting it: 
the land is ploughed and then the soil Iiroken up with a harrow in the 
form of a cylinder or heavy beam of wood: it is again ploughed and 
again' harrowed. When this process has been repeated a number of 
times, which number depends on the crop to be sown, the ground is 
thoroughly but not deeply tilled. The process is expensive owing to the 
length of time required. and uncertain because its success is dependent 
(In rain at the correct time, but iron ploughs or motor tractors Bre uAf!(j 
in only a ;ery few places in the province. Weeding and hoeing is dor ... 
with ordinary hoes or sickles. 



29. The ploughs, like the wells, are w<lrked by bullocks or bull'a
loes, which are often sold in. April, b\lCaUBe the cultivator- is unable to 
alford to keep them during the two .months when his fields lie empty. 
There is little controlled breeding; most of the cows are served by 
the bulla which from religious sentiment are turned loose to wander 
at will around the village. Religious sentiment o.1so prevents the kill
ing of old and worn-out cattle, which are merely a drain on the r&

eources of their owners, o.1though even the oldest must at times do a 
share of work to rest the stronger cattle. T6 feed these animals fodder 
crops must be grown, for grazing land is insufficient throughout the 
thickly-populated Gangetic Plain. 

SO. Every good cultivator knows the value of good seea, but in a 
bad year he is probably unable to purchase the better varieties, and so 
is obliged to sow inferior seed or cultivate a less remunerative crop. 
New varieties and better classes of seed for wheat, sugarcane and cotton 
are now being supplied by the Agricultural department, as a result of 
which the outturn of these crops in the districts where they are sown 
haa increased enormously. In bad times seed is 0.180 distributed aa 
taqa"i,-for instance, when the wheat crop waa recently ruined by rust 
in Bundelkhand and when in Gonda the rice crop of 1928 failed from 
drought. 

81. Certain crops.are manured, but the customs of the people are 
against the use of the naturo.1 manure of a closely-populated country. 
while the very va.1oable cattle manure is nlled as foel. 

82. Thus agriculture is still backward and its methods are primi
tive. It is incorporating modem ideas and developing improved 
methods of cultivation, but progreaa is very slow. 

88. Rainfall and irrigGtion.-The provinoe gets its monsoon r&ina 
between June and Oetober, with winter rains in late December or early 
.T anuary: in normal years the rainfaJl from Oetaber to June is only a few 
inches. The monsoon rain may come eitber from the Bombay or 
Bengal cummts, and uauo.1ly reaches ~ pro'linces in the end of lone 
or beginning of July. The annuo.1 rainfall decreases from the north 
and east where it is aometimes as much as 50 inches, towards the west 
ud _th "here it is uauo.1ly between 25 inches and 80 inches. Wmch 
arry the rain clouds to the foot of the hills where the colder atmosphere 
mer- the precipitatiOD: and plaoea like Naini Tal and MOB!!OOrie may 
tet 100 inches. 

M. The ltltari/ crop is SOWD in lone alld in " normal year is groWil 
without irrigation. but the BnClOeBB of the lObi mop depends entirely 
1IIpoIl" I1l16cient supply of __ during the cold _ther. NNrly one. 
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These figures suggest that in Sub-Himalaya, West, nnd Central 
India 'plateau the cultivable area still available is larger than in any 
other division. But these figures are certainly exaggerated. In .Bub
Himalaya, West, a part of the cultivable area lies in tracts so unhealthy 
tha.t cultivation there cannot be permanent. In the Centra.! India Pla
teau the land classed as • 'cultivable waste'! always includes a. large area 
covered by the weed known as kana, which remains barren for years to
gether until' the weed disappears. After allowing for these' footors, it 
is safe to say that the area still available for cultivation does not exceed 
11 per cent. in either of these two divisions. Ten years ago, after a 
decade in which the provincial population, as a result of disease (mainly 
the influenza epidemic of 1918), had fallen by 2'5 per cent. the culti
vable area. still available was nowhere more than 11 per cent., and in 
Sub-Himalaya, East, was as low as 4 per cent. of the tota.l cultivable 
area. To-day ten years later, after a. decade which compared to the two 
last has been reasonably healthy, t!Je available area must have become 
much smaller, whilst in Sub-Himalaya, East, the point where further 
expansion is impossible must nearly have been attained. 

27. General condition of agriculture.-With the arrival of the first 
rain in June the land is ploughed and sown with rice, miIlets. ma.ize 
and cotton, which are ha.rvested between August a.nd December. In 
a normal year they are not irrigated. Meanwhile, preparations have 
been going on for the sowing of the cold season crops, whea.t, ba.rley a.nd 
pulses, which are sown in October to December and reaped in April. ~ 
The fields lie Ilmpty for a couple of months, until it is time to start the 
process once more. Sugarcane has a season of its own, being planted 
in January to April and harvested in the following December to March. 
The cultivator lool>s to the rains crop for his food, and to the winter 
crop to provide him with money to pay his rent and his debts, marry 
his children and buy him a few small luxuries. The winter crop is 
usually irrigated. 

28. The country plough is substantially a wedge of wood with 
an iron cutter in front and merely stirs the soil without inverting it: 
the land is ploughed and then the soil llroken up with a harrow in the 
form of a. cylinder or heavy beam of wood; it is again ploughed and 
again' harrowed. When this process h&8 been repeated a. number of 
times, which number depends on the crop to be sown, the ground is 
thoroughly but not deeply tilled. The process is expensive owing to the 
length of time required, a.nduncertain because its success is dependent 
on ra.in at the correct time, but iron ploughs or motor tra.ctors are uAfl!i . . 
in only a very few pla.ces in the province. Weeding a.nd boeing is do,,,, 
with ordinary hoes or sickles. 



29. The ploughs, like t4e wells, are worked by bullocks or bulfa
pes, which are often eoldin. April,b\lC&U6B the cultivator is Ull&ble to. 
·.rrord to keep tbem during the two months when his fields lie empty. 
,l'!lere is !ittl" controlled breeding; m08tof the cows are served by 
J1e bulla which from religious sentiment are turned loose to wand~ 
"It will around the village. . Religious sentiment also prevents the kill· 
.ng of. old and wom~ut cattle, which are merely a drain on the re. 
1OuroeS of their owners, although even the oldest must at times do a 
.bare of work to rest the stronger cattle. T6 feed these animals fodder 
'IIl"OpS must be grown, for grazing land is insufficient throughout the 
mickly-populated Gangetic Plain. 

80. Every good cultivator knows the value of good seed, but in a 
bad year he is probably unable to purchase the better varieties, and so 
:is obliged to sow inferior seed or cultivate a less remunerative crop. 
oN ew varieties and better classes of seed for wheat, sugarcane and cotton 

. are now being supplied by the AgriculturaJ. department, as a result of 
,which the outturn of these crops in the districts where they are sown 
bas increased enormously. In bad times seed is also distributed as 
~aoi,-for instance, when the wheat crop was recently ruined by rust 
!in Bundelkhancl and when in Gonda the rice crop of 1928 failed from 
,drought. 

81. Certain crops are manured, but the customs of the people are 
.against the use of the natureJ manure of a closely-populated country • 
.while the very v&1uable cattle manure is used aa fuel. 

89. Thua agricuUure is still backwW and its methods are primi. 
tive. It is incorporating modem ideas and developing improved 
methods of cultivation, but progreBB is very slow. 

88. Rainfall and imgation.-The province gete its monsoon ra.ina 
<between June and October, with winter rains in late December or early 
.r annary: in normal years the rainf&ll from October to June is only a few 

,linchea. The monsoon rain may eome either from the Bombay or 
,Bengal currente, and naually reaches these provinces in the end of .Tune 
ell beginning of July. The annual rainfall decreases from the nortb 
!\Dd east wbere it is sometimes as much as 50 inches, towards the west 
-and aouth "'here it is usually between 25 inches and 80 inches. Winds 
~arry the rain clouds to the foot of the hills wbere the colder atmosphere 

.Moreasea the precipitation; and plaoea like Naini Tal and Mussoorie may 
~ 100 inches. 

84. The kMrif crop is sown in June alld in a norm&1 year is gr'OWD 
,without inigalion, but the _ of the robi crop depends entirelJ 
illpon a 8IlfIicient supplJ of water dnriDg the cold weather. N~_ 
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third of the total cultivated area of the province is watered, and nearTy 
one"half of this area is supplied with water from wells. Most of the 
metbods employed for ra,;sing the water are extremely primitive; one of 
the most common is as follows. A leather bucket holdirtg from 18 to 25 
gallons is fastened to a rope which passes over a pulley and is attached to, 
two bullocks. To r(liaethe bucket the bullocks walk down a ramp, when 
the bucket autouAotically rises, and the water is tipped into a channel. The 
bullocks then walk up the incline, and the bucket descends to fill qnc~ 
more. In parts of Jhansi artd Saharanpur a Persian wheel is used, and in' 
some districts a lever (dhenkli); this is a long pole weighted at one end 
and pivoted near that end, with a small earthen bucket attached by rope 
to the other, and worked by one or two labourers. This last method is
only practicable when the wat.er is not more than twelve or fourteen feet 
below the surface. 

35. Water is raised from jhils, tanks and streams with a swing' 
basket of plaited leather or bamboo strips. Two men swing the basket;.. 
they dip it into the stream and throw the water on to a higher level., 
Water can only be raised a few feet at a time in this way, and some
times the process is repeated in terraces, if the water has to be raised! 
to a high level. 

36. One-eleventh of the cultivated area or three million acres is
irrigated from canals. The most important of these are the Upper and 
Lower Ganges, the Eastern Jumna, the Agra and Sarda canals." 
In the south-west of the province irrigation ;s mostly from artificial 
reservoirs supplemented by the Ken and Betwa canals. With the. 
completion of the Sarda canal all the fivers of the province have bee~, 
tapped, and no further supply of water can be expected from them. 
In the north-west of thp. province a scheme is being developed to gene-, 
rate electric power from the falls on the Ganges caDaI; the power will; 
be available for pumping water from wells. 

37. Principal crop8.-The staple food-grains are gram, wheat, 
barley, rice, juar, bajra and maize. Of these the first three are rabf 
crops and the remainder belong to the khari!. There are many varie
ties of rice, but the principal distinction is made between those sown
broadcast, on ground thorougb Iy soaked by rain, ana tbose' growu i .. 
nurseries and transplanted into fields on which water is retained by low 
embankments. The finer varieties of rice are all thns transplanted. 
Joor and /Jajra are millets sown when the rains break and harvested in 
November. They usually follow wheat or some other winter crop, aM 
are seldom sown alone except for fodder; the usual mixture isarhar
and ane or more of the creeping autumn' pulses. Maize is ODe of. th •. 
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earliest crops sown: it is grown ilfter almost any winter crop, and beint 
harvested in August is usually follo'9l'e!l by another winter crop. Wheat 
is grown in the winter, usually after a rains crop in the preceding year. 
In tM greater part of the province, wheat land lies fallow for about 
eleven months, is frequently manured, and is irrigated two or three 
times. Gram is "grown alone or mixed with barley, and frequently 
follows rice or .aL early autumn crop in the same year. Barley may 
also be mixed with peas and occasionally with 'wheat, when it follows 
the rotation of that crop. 

88. These seven crops between them occupy' 70' per cent. of the 
total cultivated area. The principal subsidiaty foodcrop is arhaf' which 
is sown mixed with jUM, hajra, and sometimes cotton. It is SOWJl when 
the rains break and remains on the ground after the other crops have 
been reaped till the end of April: its special importance in rotation is 
due to its value as a "host-plant"· for the nitrogen-fixing micro-organ
isms. Numerous smalt millets such a~ kadan, sawan, maroa are sown· 
in the rains with the object of replenishing stocks of food at the earliest 
possible moment: they usually mature by the end of August. " Gourds, 
cucumbers, melons, yams, buckwheat, singhara and hrinjal are aU 
grown to augment the food supply. 

89. The most important oilseeds are til or sesame, mustard or 
rape, linseed and .castor. Til is sown by itself on a large scale in. 
Bundelkhand, and in the submontane ,districts as a rains crop: but all 
over the province it is mixed with the· .ordinary rains crops, each culti
vator sowing enough for his own needs. Linseed is grown alone in 
the ~me trMtB, but in the rest of the province forms a border to wheat 
fields, or is sown in lines through gram. Rape is sown in lines through 
fields"of whellt, barley and gram. Castor 1s grown mainly as a border 
to sugarcane or mixed with rains crops. 

40. C~tton is the most important fibre, lind is grown lIS a raina 
crop without irrigation, unless canal water is available, when it is sown 
before the monsoon breaks, and irrigated. Hemp is frequently grown 
8S a boraei to other rains crops, and also alone, because it prepares the 
ground for 811g&rc~ne. The outturn of the latter crop hIlS been con
.iderably improved during the last few years by the introdnction of Dew 
varieties from Java lind Coimbatore: and it is now one of the mO!lt 
important crops in the north-western districts of the province. 

"41. 8ystMft of land tmure.-It is probably II safe assertion thnt 
in early times the idea of ownership of land was unknown in India 
There were groups of cultivators owing al\E'gisnee to II chief 01' raja, 
to whom they paid • share of the produce: in return he protected them 

2 • 
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from robbers and maintained law and order. It is- re~rded in a mem
'oir of Alauddin Khilji that about 1300 A.D. there was some kind oC 
revenue-collecting organisation; the rajas had either been deposed and 
replaced by servants of the Muslim government, or else they hail sub
mitted to the new order and consented to pay to the Sultan a part of 
the contribution which they received from their cultivators. Thus a 
third person ha..' heen introduced who received a share of the produce 
of the land; where previpusly had been only the state and the cultivator, 
there were now the state, the zamitndar and the cultivator. Out of this 
system of coUection .sprang numerous abuses, which were to a large 
extent stamped out under 4kbar, who organised a ve-cy complete system 
of revenue collection by subordinate officers, on which the modern 
system IS based. But it could only be successfnl under a strong ruler. 
During the period of anarchy _which followed the decline of the Mughal 
Empire the intermediaries between the producer and the state, freed 
from supervision, set about to line their own pockets. They collected 
the utmost the cultivatoI' could pay; they allowed no margin of profit 
for expansion or improvement; and, as all increased profits went to the 
intermediary, the tenant naturally expended little energy on the cn1ti
,vation of the land. 

42. Such was the state of affairs at the advent of British rule. 
'Fhe East India Company needing money to meet its commitments for 
the administration of the newly-acquired country adapted the tram- .. 
tional system of land revenue; but opinions differed regarding the per
son who should pay it. Some favoured an adaptation of the English 
landlord system, when "enlightened landlords" would devote them
£!elves to the good of their tenants and become themselves; 
a loyal "landed aristocracy;" others held that it was better to 
settle directly with the cultivator, to eliminate the' middleman, and to. 
establish a "hardy yeomanry" directly responsible to Government. In 
districts where the former theory held sway the claims of the za1!lindara 
were recognised, and if there were several claimants, the one· who 
offered to pay the highest revenue was chosen. Those who favoured 
the latter theory only recognised zamindar8 with indisputable claims to 
the right of collection, and wherever possible settled dirl!ct with the 
cultivatoI'. Thus two systems of settlements, zamindari and rayyat
wan, grew up side by side. And from a class of revenue collectors was 
created a class of landlords. 

43. Oudh was not acquired until British rule had been established 
for many years in the North-West Provinces. After the Mutiny all 
estates Wet'd confiscated, but as the landlord theory had by then been 
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generally', accepted, most of them were returned to their owner a, the 
talllqdars. Rights, however. were also secUred to a large number, of 
nnder-proprietors, who were mostly, revenue-collecting agents of the 
talllq,slars. In short, the principal change introduced in the traditional 
land revenue system by British administration was the creation of a 
class of landlords where no conception of ownership ill land seems pre-
viously to have existed. • 

44. In practice the single lla.itindar, paying revenue for So single 
revenue unit (mahal), is comparatively rare. ,Such So holding would be 
called zamindari wahid. If the zamindar leSoves four sons, who llt,<rree 
to hold the mahal jointly, the tenure becomes zamindari bilijmal. On 
the other hand, they may decide each to administer his own share, in 
which case 110 partition will take place which may take one of several 
forms. If it is possible to divide the mahal, each share becomes a separate 
mahal. If. the shares are specified but the CD-sharers remain jointfy respon
sible for the land revenue, then the mahal is held in "perfect pattidari;" 
if, as often happens, parts of the mahal, such as the inhabited site, remain 
joint property then it ia held in • !imperfect pattidari." After several such 
subdivisions the shares may become extremely complicated. Another 
type of mahal is called blwiachara, in which each co-sharer holds, not 
a specified though undemarcated fraction of the whole mahal, but a 
definite area consisting of definite fields. All these rights are recorded 
in the khewat or iecord of proprietary rights. 

45. Before the advent of British :rule there were few tenancy prob
lema, because there was Bufficient mloooupied land to make the cnlti
vators independent; if they were treated harshly by the zamindar, they 
went elsewhere. But with the eatablishment of a settled government 
popUlation increased and competition for land became acute. It then 
became necessary to afford some le."aal protection to the tenant against 
the landlord, and a series of enactments were passed both in Agra and 
"Oudh, of which the latest are the Agra Tenancy Act of 1926 and the 
Oudh Rent Act as amended in 1921. The object of all this legisla
tion was to effect .. compromise between the con1licting, interests of 
landlord and tenant and to provide the latter with a tenure sufficiently 
aecure to make it worth his while to expend time and money 00 the 
improvement of his holding. 

46. The "gAla of culti"tor,.-There are five principal classes of 
cultivator, namely, the proprietor, the inferior proprietor. the superior 
tenant, the ordinary \eoant, and thl') subtenant. Their rights are brieflJ 
dl'scribed below. 
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47. Pf'Oprietors .-The right of a proprietor in the soil which he 
cultivates depends on whether the land is classed as sir or khudkasht. 
Sir in common parlance is laud universally recognised as the peculiar 
property of the landlord, held in severalty and with unrestricted rights. 
Khudkasht is simply such land as he may happen to be cultivating at 
any particular time. Under the .Tenancy Act of 1926, however, the 
term sir was extended to include not only sir proper but all khudkasht 
of at least twelve years standing at the beginning of 1902; all land which 
was actually khudkasht in the year 1925, being the year before that 
in which the Act came into force; and all land continuously cultivated 
by the landlord for a period of ten years commencing at any time after 
the Act came into force. There are, however, certain restrictions on 
the total area which may be held as sir: There is a similar pro
vision in theOudh Rent Act of 1921. The sir right is not transferable 
except by inheritance or gift; if, for instance, a property ris sold, the 
sir of the vendor does not become the sir of the vendee, but remains in the 
vendor's possession as an exproprietary tenant, described below. 

48. Inferior proprietor8.-The existence of inferior proprietors is 
generally due to historical causes. They are most numerous in Oudh. 
It was found that in many taluqdari estates there were· peBons with 
BuboriLinate but transferable rights in the village; elsewhere there were 
village communities with similar rights. In other cases the members 
of some community, usually one of the higher castes, though possessing 
no rights over, the village as a whole, did possess a tl'ansferable right 
in the land which they cultivated. The first of these were held to be 
uUder-proprietors; the third were decreed to be so; with the second cI_ 
a sub-settlement was made, with the result . that, except for the fact 
that they pay rent to the taluqdar instead: of revenue to Government, 
they have all the rights aud privileges of proprietots. They are dis
tinguishable from tenants in that their rights are transferable; they can
not be ejected for arrears of rent, and t.heir rents cannot be varied 
during the currency of a settlement. The first and third of these are 
called matahatdars; the second are called pukhtadaril. 

49. Early settlement officers also found inferior proprietors in 
the Agra province; but for the most part they ignored the superior pro
prietor and settled the laud direct with the inferior proprie'ors. Some
times, however, the inferior proprietor had to pay to Government, in.' 
addition to the land revenue, a further sum called ·malikana, which 
was then paid over by the Government to the superior. proprietors. 

50. In the permanently-settled districts in the east of the prov
ince there are certain tenallb \mown a8 permanent tenure-ho~del'll and 
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fixed-rate tenants who are akin to inferior proprietors in all important 
respects. These tenures date from the permanent settlement of 1795. 

J51. SUp6n01' tenan~.-In Agra. there are· two kinds of superior 
tenants, the occupancy and the exproprietary. The right of occupancy 
was created by the Tenancy Act of 1859, which laid down that all tenants 
who have cultivated lane} continuously for twelve years should have an 
occupancy right in that land. The law has BUbsequ~ntly been modified, 
but until the last Tenancy Act of 1926 the general ·principle was main
tained. Under the new Act the occupancy tenants are either those who 
already have obtained occupancy rights by continuous cultivation under 
the old Act, or tenants on whom the landlord confers the right. The 
aoorual of the right by continuous cultivation has now disappeared. The 
exproprietary tenant is an occupancy tenant of a particular kind. 
When a proprietor transfers his land otherwise than by gift or' exchange 
he acquil-es a right of occupancy in his sir and khudkasht at a favoured 
rate of rent and is then known lIS an exproprietary tenant. Both these 
tenures are heritable hut not transferable. They also enjoy a certain 
m~lISure of protection in the matter of ejectment or enhancement of rent. 

1111. In Oudh there are various kinds of occupancy tenants:-
(1) At the first regular settlement of 1866 proprietors who had 

been diRpossessed within the 80 years preceding the annex-
ation in 1856 were given occupancy rights in the land tha' 
they cultivated, a·nd are entr.tied to hold at a favoured rent 
which can be enhanced alter five years. . 

(II) Certn.in other persons with iluperior claims were given decrees 
allowing them to hold their land at reduced rents and to be 
free from enhancement except at settlement. . 

(8) There are in Oudh ~rtain tenants holdi,ng heri~ble but 
non-transferable leases. All these are classed 88 occu
pancy tenants, bllt the area which they hold is small and, 
lIS a c1888, they are comparatively unimportant. There 
are, ~owever, exproprietary tenant.s in Oudh of the 88me 
type aa in Agra .. 

5S. Ordinary tmanU.-The Oudh Rent Act of 1886 created II 

clasa of statutory tenanta who were ent.it1ed to retain their holding with
out disturbance or enhancement of rent for aeven yeare from the date of 
ejectment from their holding or other variation in their rent. By the 
Oudh Rent (Amendment) Ad of 19'.U all statutory tenanta were gi1'1lD 
the right to retain their boldings for life, and the heir of BUch a tenant 
was given the righ\ to remain in poast'88ion of the holding for five yean 
after his predeceeaor's death. Enhan~ment is possible only at seUIe. 
ment and in every tenth year .rier settlement. But the enhancement 
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is limited by rates specially fixed under the law. It a statutory t<lnant 
refuses to pay the rent thus enhanced he is liable to ejectment. 

54. In Agra the new Act of 1926 has created a class of statutory 
tenants similar to that in Oudh. This type of tenant possesses a life 
tenancy which passes to his heir for a period of five years. The rent 
can be enhanced in the same way as in Oudh, hut only at intervals 
of twenty years. ~e non:Occupancy tenants, who formerly formed an 
important class' in Agra, have now practically· disappeared. 

55. Subtenants.-The subtenants enjoy no rights save that they 
iLre allowed to hold their land for one complete agricultural year. Gene-
rally they pay high rents for small holdings.' . 

56. Nature and 8ize of holding8.-The total area cultivated annu
ally in the province is 35 million acres. Out of the total population of 451 
millions, some 35 millions depend primarily or solely on agriculture for 
a living-one human being per acre. Of these nearly 30 millions actually 
occupy land and cultivate it. There are, in addition, another 1! million 
of people to whom agriculture is a subsidiary occupation. Of these half 
a million are cultivators, making a total cultivating population of 30~ 
millions, or 6,600,000 families. Of these a considerable number, which 
Play be put at 5 per cent. of the whole, are mere allotment holders,
village artizans and menials, agricultural and general labourers and petty 
rural tradesmen,-who cultivate a field or two in their spare time. The 
total of these allotments can scarcely be higher than 300 ,000 acres. If 
we exclude these allotment-holders and their allotments, then the average, 
holding over the whole province per cultivator is !Iolmost exactly 51 acres. 
Holdings, however, vary greatly in size in different parts of the province; 
their average is as high as 12 acres in Bundelkhand, and as low as 3~ 
acres in som.e of the eastern districts. Excluding the four districts which 
lie wholly or partly in the Himalayas, the province Can be divided into 
five tracts according to the size of the average holding. 

(1) Southern tract. (3)-This corresponds to the natural divisi(Jll of 
the Central India Plateau, and eonsists of the four tiistricts of Banda, 
Hamirpur, Jalaun and Jhansi. The average holding is between 101 
and 12 acres. 

(2) Western tract.-This tract consists of two districts in the natural 
division of Sub-Himalaya, West, and six districts in the Indo-Gangetia 
Plain, West-namely, Sahotranpur, Bijnor, Muzafl'arnagar, Meerut, 
Bulandshahr, Aligarh, Muttra, and Agra. The average holding in this 
tract is between 8 and 10~ acres. 

(') '.rhese areas are taken £rom a table in the ~port I')n ogricollure prepared. fOf. 
the Ron,} Commission in 1926, pages 1M and 107. The figures, however, have been 
modified to correct an errof in tile u igin.d calculation. 
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(3) North Central tract.-This consists of ten districts all lying 
north of the Ganges up to the northern border. The districts are Morad
abad. Budaun. Pilibhit. Shahjahanpur. Sitapur. Hardoi. Bara Banki. 
Gonda. Bahraich. and Kheri. The average holding is between 6 and 7 
acres. To this tract may be added Bareilly. though its average holding is 
slightly smaller (5l acres). 

(4) South Central tract.-This tract consists of twelve districts. 
four in the western and the rest in the central Indo-Gangetic Plain. 
Thll districts are Etah. Mainpuri, Farrukhabad, Etawah, Cawnpore, 

. FatehpUr. Allahabad, Mirzapur. Lucknow, Unao. Rae Bareli, and SuI-
tanpur. The average holding is between 5 and 51 acres. _ 

(5) Eutem tract.-This consiste of nine districts. two in Sub
Himalaya. East. one in the central and five in the eastern Indo-Gangetic 
Plain. The districts are Partabgarh,' Basti, . ~mkhpur. J aunpur, 
Benares. Ghazipur. Ballia. Azamgarh. and Fyzabad. The averag~ hold
ing lies between 31 and 41 acres . 

. 57. S"bd;IIi.fion of holding6.-In Bundelkhanif, from time to time 
large areas become covered with the weed called ka1l8 and then go ou' 
of cultivation alto".rether for a considerable period. And as a result, 
there is generally a large area of fallow land jn every holding. The 
soil. too. is difficult to work and far less fertile than in other parts of the 
province. A twel\"e-acre holding in Bundelkhand is worth no more than 
a six-acre holding anywhere else. It follows, therefore. that save in the 
eight western districts. the average holding is small. The cause of this 
is a process of subdivision which is principally the result of the laws 
of inlu'ritsnce, though its effect is increased partly by l"oluntary transfem 
int" 11;1)06. partly by keen competition for land. The fann. as it passes 
from futher to son. automatically decn>ases. For instance, a twelve
a<'re holding belonging to a man who has four SODS will be dirided at his 
death into four three-acre holdings. each belonging to one of the sons. 
If in the next generation. there are six grandsons of the original holder, 
there will be six holdings of two acres. But if one of the four SODS 

has died childless and has sold his three acres. then there will be six 
holdings of I} acres belonging to the six grandsons. and one tbree-acre 
holding belonging to a stranger. 

68. If the process of sllbdil"ision described above is carried far 
•• nough, then the holdings which are subjected to it will ultimately be
.'Ome too small to support the holders and their flllllilies at the. standard 
of ('Omfort to which they are lIC<'ustomed; and the holdings, in the 
lICl't'pted phrn,.... will become "uneconomic." "The cultivator must then 
"<'quire fresh I"nd or else reduce his standard of ('ORlfort. If he does 
neither (and both contin!!l'ncies are unli),;ely), he will find himself unable 
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to work his holding even in a good year except at a loss; whilst in a bail 
year he will be ~n the verge of starvation. In either case, he must 
borrow; and since he has little or no hope of ever being able to repay, 
he will become more and more involved, until at last he is sold up and 
joins the ranks of landless labourers. It becomes important, therefore, 
firstly, to determine, if possible, the point at which a holding becomes 
uneconomic; and, secondly, to ascertain what proportion of holdings in 
the province are below, and what proportion are above, that point. 

59. The economic holding of the protlince.-It must first be made 
plain that in this discussion no great measure of precision is possible. 
The question whether any particular holding. can or cannot support its 
owner and his family in the comfort to which he is accustomed is always 

. a question of fact, the answer to which wiJI vary according to the circum
stances of each particular case. It will vary, firstly, according to the 
nature of the holding itself; a holding which is economic in Meerut, will 
certainly be uneconomic in Bundelkhand. It will vary again according 
to the skill of the cultivator, and the amount of attention and labour 
which he gives to his cultivation; a Brahman would starve on a holding 
that is more than sufficient to support a Koiri. It will vary yet again 
according to the stllndard of comfort to which the cultivator is accustom
ed; three acres may be ample for a Chamar, thirty acres may not be 

. enough for a' Rajput. In brief, the point at which a holding becomes 
uneconomic is not fixed but movable. Nothing more is possible than 
to work out a complete set of "average," or typical, economic circum
stances, anc} to fix a point in reiation to them. This would have beeq" 
a laborious· task, involving a number of complicated calculations: for
tunately, we found that the work had recently been done, and we ha.ve 
used its results./ 

60. In 1926 a .report on the agricultural conditions of the province 
was prepared for the use of the Royal Commission which dealt with all 
the principal problems likely to come under their review. One of thll 
chapters(') which describes "the economic position of the cultivator," 
contains a number of calculations relating to such matters as the typical 
cropping of a typical holding; the normal yield of such a holding; the 
normal value of such yield; and the normal <lxpenditure of the cultivator. 
On the basis of these figures, the author also has calculated "the mini
~um holding necessary to support a cultivator BLld his family,"-in other 
words, the minimum economic holding. Finally, he has compared this 
economic holding with the average hc.:ding, which he has obtained by 
calculating from the cell&1lB returns the number of cultivators' families 

(') Chapter XXVI. 
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and dividing the total holdings area by that number, All these calcula
tions have been worked out for four divisions, Meerut, Jhallsi, Gorakh
pur· and Lucknow, which are regarded as typical of the major tracts into 
which the province is divisible, Unfortunately, the figures as they 
stand in this report are inaccurate in two important and three minor res
pects, and before using them we have found it necessary to modify them 
aooordingly, (0) • 

61, The principal results of the calculations as modified are 'given 
in the two tables below, Table I relates to the minimum economic hold
ing, This was taken at an lrea capable of producing ali Qutrum of suffi
cient value to cover the cultivator's neceasary expenses together with his 
lent; and a.ll the figures in this calculation are given in Table I, Table 
11 shows (1) the income and expenditure of an average holding calculated 
aooording to the figures given in the preceding table and (2) the relation 
between the average and the minimum economiC holding-=-

TABLE I, 

Oul'i~.'or. Ben' per "CIf. 
M.inimum aeouo- ... 

mia holding. g apea .... -Valua ... 
of to .. '0 

DiyltloD, I ou"qrD ,:'. .;. • ~ 0 
.... 

'li " " 1'0 per e 0" j .. e .. 
~ ,s= '" Do S oore. ~ .. B .. - 01; .t 0 J!I 0 .. 
~ 0 -'" .. 0 .. , - .. 0 m 0 , -- --"'-- -

Ita. Ba. B .. Sa. B., S .. Ao .... .lorn. 

X ...... , •• 71 118 6' 10 1S, 6 1'1 "S "8 

.Julld " 17 UI " I S II, 100 II" 19'1 

'Clor •• h,u .. TI 188 " 1t I " "0 S'II S'8 

LIaUaow ., II 171 " 
, , .- ,-, I .. "II 

('I Tho I"" imporMal __ ... (II 1II.11ha ... _ ..... \be nl"" rI. IbII _om 
.." Ilia I~ hoIdi.., .... 1M ...... _ ... 1 priooe. _ i- hie II<'&ioo by uooru.., 
~o& ... 11 ........ ,....nU' bold bod< ...... idonble pari '" Ihoir ...... oro apiDOI • ri .. 
Ul pneoo. All tho ..... _ bef ....... bo __ , ..- it ..... _ ...... 1 tho biIJ!Od 
.... ij- - oIord lo "'ail, and 1110& .... , muat aoII a& 1M low Iwnat.....- To allo. 

100 Ib.ie _ ..... rodorod hie nl~ by 10 ,. .... 1. (il Willi tho ""jeI:& '" ."tOidu., 
" tialorbaooa ill Iha ___ rI. 19iJ. .... bioIa ........ lo OIl ia8u_ opidomio, \be 
~- or til.. ........ .• .he &nr- or 11111; bot ill .. doiDt he iporod • .. ... 
~ "'hicla. ha;d ._ pi... (aeopile \be opidomirl. ill Iha Dum.... rI. ... 1Ii ....... 

....... 1011. '1'1 ... _ .... 1M .. bole ~ ... _ • mill ... ill ...... 1IpIa' 
botlha diolribolioa "'. Iha u...- ..... __ .... ,.. 1M '- aiYiaioao it ... _ttj 
- ... III .. It mill_, W ...... _. e'" hie ._ ... boI.Jinca -illalJ, 
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TABLE II. 
-

Cultivator's e:r.peadlture. Per-
Value centago of 

Division, 01 Burpl"". average to . outturn. Food •. 
Other. I Total 

minimum 
and Bent. eooDomio 

cl"hes. holding. , -' 
Blalul.rg. R •• RB. R .. Ra. Ra. Ba. 

Meerut •• .. 583 979 105 78 455 180 149 

Jhal18i • .. .. 854 188 89 65 1199 6i1 181 

Gorakhpar .. 296 U8 19 46 808 -H 96 

Lud:now .. .. 4 

I 
.. 1120 50 65 885 119 158 

Occupa..., .• -
Meerul •. .. 68; 279 47 _I 897 168 149 
J'hanai .. .. 85. 168 I 88 6. 286 68 186 

Gorakbpur .. 996 94S ' 17 46 806 -10 97 I 
The foJ!owing conclusions emerge from these figures. In Meerut, 

Jhansi and LucIrnow the economic position of the cultivator who possesses 
an average holding is thoroughly sound. The margin between that 
yield and: the minimum economic holding is considerable, amounting in 
the cas!l of statutory tenants to 42 per cent. in Meerut, 31 per .cent_ in 
Jhansi and 53 per cent. in Lucknow; whilst in the case of occupancy 
tenants it is larger still. 

Again, such a -tenant possesses,_in the surplns which he will secure in:' . 
any normal year, a reserve which will !lnable him to tide over any 
ordinary calamity_That surplus in the case of statutQry tenants is 22-lj 
per cent_ of the total outturn in Meerut, 17-5 in Jhansi and 26-2 in 
Lucknow; and these figures show the extent of the loss which a cultiva
tor can meet from a single year's surplus. Few calamities involve losses
a:s large as these. 

62. III Gorakhpur, on the other hand, the figures suggest that the 
average holding is· actually below the economic limit, and that th8" 
average cultivator is in serious economic straits; which, if true, 
would be a deplorable situation. No cnltivator can work an nneconomic
holding except at a loss. Even in the best of years he could only mak8" 
ends meet by borrowing, and in any worse year he would be on the
verge of starvation. There is, however, nothing in our information ~ 
support so pessimistic a view of the cultivator's situation in this divi!l!on. 
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lndeed, from the reports relating to Basti district one might legitimate
ly conclude that the cu1tivato~ of this tract is decidedly prosperous. The
explanation 'is that these figures, though no doubt accurate so far as' 
they go, take no account of two important economic factors. Firstly, 
the number of cultivators in the Gorakhpur division who have a sub
sidiary occupation is phenomenal. Whereas in the rest of the province
the proportion is only 11'5 per cent., it is here no less than 33'1 per 
cent. Not only so, but in this division, there is a large benefit derived 
from the emigrant's remittances, described in a later paragraph (para. 
68). Seoondly ,the division possesses an unusually large number of 
Kurmis, Koiris, and other similar castes, whose agricultural skill is
famous. The proportion of suoh cultivators is 22'2 per cent.; i~ 
Lucknow, which also has a large proportion of skilful agriculturists. 
the figure is only 20 per cent. Such cultivators can and do secure 
a much larger outturn at a much smalier cost, than the "average" cul
tivator to whom these figures relate; the minimum economic holding for 
them would be three acres at most and for Koiris, who specialize in 
market gardening, even less. Further, this division also possesses less 
than its fail' share of those high caste cultivators whose lack of agricul
tura.! skill is so notorious; the percentage is only 12 a"aainst 16 in Luck
now. In short, the economic situation of this division is by no means 
as critical as the figures suggest. (0) 

63. It will 1'Ie observed that these figures supply an economic hold
ing based on averages for four of the five tracts mentioned in pars{raph 
66. The exception is the north centra.! tract. There is, however, little 
difference between that tract and its immediate neighbour to the south, 
lind we may assume that'lt haa the BRme minimum economic holding, 
namely 4'7 acres. . 

64. Distrib·ution 0/ holdings by size .-Amongst the figtl!es that we 
have collected, there are some which distribute the holdings in groups 
oocording to their size, and from these it will be possible to determine 
the proportion of holdings that are below the economic point or above it, 
But sllch inronnation would be of little value unleSs all the factors which 
cause the situstion of that point to vary are also considered. That is a 
task which must be undertnken in a Inter chapter. At this stage it will 
suffice to make the following statements. a \ The nnmber Q[ tenants 
whose holdings are definitely unl'COllomic, and who also possess no sub
s.idiary source of income, is relatively small. (21 The nnmber of tenants 
who possess holdings of t he av~e size or above it is dl'Cidedly 
smaller than the number in thE' former ("I .... "". (3\ The great 

,0' I).'jwon: CWl. of C"OUne. bf!I no btttwr proof 01 tbe as.rtion made .~ ,hilt tbe 
e(l;luumio ~diul CUlDO& be .btolntel~ dftcnnioed.. but .ill ftI'J with cil't'Wlls!a.,.,.. . 
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majority of all·cultivators either (1) possess holdings at or slightly above 
"the economic limit, or (2) possess uneconomic holdings with a subsidiary 
~ccupation. In either case the result is that, though they can by unremit
ting toil make ends meet in a good year, they can put by no reserv!' 
.against a bad~ear, and when such year occurs can only tide it over by 
,borrowing. And it must be remembered that the standard of living is 
low. 

65 .. Fragmentatio7]. of holdings.-These holdings, small though they 
.are, are rarely in a compact block, but are made up of small fields scat
tered 0.11 over the vil1age. This "fragmentation," as' it is technically 
-called, is the result of the method in which partitions are usually carried 
~ut. Each heir invariably demands his share of each item of that pro,
perty; his share of every ~d of soil, of every well or tank, of houses, 
,groves and pasture land, of roads and paths, and even of individual trees. 
Such fragmentation has many disadvantages. The nearer fields are apt 
to be_ overworked, and .the outlying fields to be neglected. It involves 
"Waste of labour in moving manure, implements and water to a distance; 
waste of land in providing boundaries; and waste of time in going to 
.and fro between the fields. It facilitates damage by theft or cattle
"trespass; it makes the use of labour-saving machinery difficult; and it 
restrains cultivators from attempting improvements. 

66. Yet fragmentation has its defenders, who warn us not to ex
aggwate its defects, or overlook its merits;' and it is instructive to re
l'roduce some of their principal arguments. 

(1) If a cultivator is not to starve, he must have land that he can 
-cultivate all the year round, in the rabi as well as in the khaTif. RiA 
holding should not, for instance r be cansolidated in rice land, which will' 
1>ear only in the khaTif.(") The argument is inconclUiive. If a culti
vator can make a sufficient income out of his khan! crop to keep himself 
and his family for the rest of the year, there seems no particular reason 
why he should cultivate a rabi crop at all, still less any reason why he 
$hould starve if he does not. The example given, also, is peculiarly nn
fortunate: a highly successful experiment in consolidation was carried 
(lut in a certain Basti estate in 1917, as a result of which each holding, 
save for a tiny plot or two of t'abi land near the viIlage site, consisted 
entirely of rice land; and the tenantry was, and is, remarkably well-to
do. (I) 

---'(.) Report on agriculture prepared for lb. Agricultural Commialioa (19'M1). ".g. 88. 
(.) (I w .. m, .. I! concerned in thi. e"""riment, by lending olaf 10 tb. landlord 

to C&ITJ it DDt; and lubaeqnentJy ••• settlement officer. inspected the reeal&.. E. A. B. B.) 
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(2) Fragmentation, by securing that every holding contains soils of 
di1ferent kinds and qualities, enables the tenant to grow a larger variety 
of crops, aDd so to find occupation for a greater number of days in the
year. (0) This is a less unconvincing variant of the first argument. But 
it only holdS good when the number of fragments does not exceed the' 
number of distinct varieties of soil,_s, for various reasons, it often l1oes. 

(3) By pooling man-power and bullock-power, cultivators minimize' 
the waste of time and labour caused by the coming aJ;ld going of men and 
cattle. The practice exists, but it is by no means universal; no cultiva
tor would take part in such an arrangement if it would entail undesir
ablll delay in the ploughing or watering <if one of his o~ fields. 

(4) Fragmentation distributes the risks inherent in agriculture; if 
a man's holding is scattered his crops are less likely to be completely 
destroyed by such a calamity as a hailstorm than if it were concentrated! 
in one spot. In one village hailstorms would rarely occur more than-
twice a year: the remedy is worse than the disease. . 

(5) Consolidated holdings mean separate homesteads: and: separate 
homestends mean sepsrate drinking-wells and threshing-floors, and' 
increased risk of daooity and burglary. This argument undoubtedly has
much force: it is doubtful whether the tenant, at all events, could .find' 
credit for the considerable expenditure involved. .. 

But the most powerful argument in favour of frsgmentation is the
fact that the villager, hidebound by custom, actually prefers it. Never
theless, fragmentation, though it may suit the people, is a serious evit 
both to agriculture and to the agriculturist. It is less certain that consoli" 
dation is the best remedy. 

67. Subsidiary occupatiol18.-It has already been mentioned inci
dentally that ruany agriculturists, especially in the Gorskhpur division~ 
have some second source of income. The census returns of 1921 ~how
that of every ten thousand "workers"(lI) whose principal occupation is, 
agriculture, no fewer than 6,758 have 86me subsidiary occupation. In, 
the ca..qe of 3,622 of these, hO"'e\'er, the sel'ond occupation is also a"ari-
~ulture; the lanalord is also cultivator, the cultivator is also B farm labour
er, or vice versa. Excluding these, who have committed theeconomio
folly of putting all their eggs into one basket, there are 3,136 a"aricul~ 
tnrists who have some non-agricultural occnpation to supplement their' 
re-oourees. 

The followiIlg is an analysis of these subsidiary non-agricultural
occupations. (Figures are "per 10,000 workers"). 
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(1) The learned and other professions, 129.-TbesIJ include lawyers, 
.doctors, school-masters and estate agents. All are landlords, and all but 
the last manifestly must be absentees. 

(2) Moneylenders and traders, 409.-0f these, 307 are landlords 
~nd 84 tenants; they represent the ngricultwist moneylenders described' 
m the next chapter. There are eighteen other traders amongst the 
labowing class. ' 

(3) Village and other artizans, 460.-These include weavers, oil
pressers, rice-pounders, potters, tanners, blacksmiths, carpenters and 
-others. The 81 artizans among the landlords are probably urban: the 
rest rural. 

(4) Other iural occupationS, 232.-Most of these are cattle-Qwners 
.and dairymen (191) : the rest are fishermen and village watchmen. 

(5) General labourers , 284.-0£ these 20 are described as mill hands 
and may belong to the urban population. 

(6) Miscellaneous, 1,622.-Of these 36 are pensioners. No details 
are given of the rest, but they dou,btless include priests, herd£llllen, 
shepherds, l>asketmakers, grain-parchers, washermen, barbers, shoe
makers, scavengers, midwives, domestic;, servants, beggars and minor 
village officials such as the gorait. (") . 

There are,,.of course, many other industries than those mentioned 
8bove, which are suitable for a rural community,-for instance, the grow
ing of fruit, flowers and tobacco, cotton-ginuing, the manufacture of 
t1ur or sugar, poultry farming. It is, however, unnecessary to discuss 
them here. since they will form the subject of a separate chapter. .. . 

68. Some' of' our witnesses have mentioned the assistance render
oed to peasant families by SOnB or other relatives who have left their 
'Villages in search of livelihood elsewhere, and regularly remit home a'" 
portion. of their earnings. An appreciable but relatively small part of 
this migration is directed to labour centres within thE! province, notably 
<lawnpore and the hill districts. The greater part of it, however, is 
directed outside the province altogether. Twenty years ago it was 
oommonly said that there was not a single family in the Benares divi
-sion which hid not at least one member in the provinces of Bengal. 
Assam or Bihar. (n) Later census figures show that the volume of 

-such migration is not as large now as it was then, but it is still consider
able, and it is spread all over India, from Bombay to Burma. The 
'better classes seek service in the army, in the public offices, or in pri
'vate business concerns,-as clerks, if they are sufficiently educated, as 

(11) A curio\UI ,"bsidiary occupation mentioned in • Bani report is .aj" IOlrk. 
·(witch doctor). (Evidence. vol. n, p. 183. 

r') Famine reporl, 1008, page. 158-4. 



( 31 ) 

orderlies, darwana or other menials, if they are not. The labouring 
classes are attracted by the mills and factories of large towns,the eol
lieries of Bengal, or the tea plantations of Assam aDd Dehra. Dun. It, 
if, po8(l~le to obtain some crue of the extent of the assistance rendered 
by these emigrants to their families from -the returns of money orders 
~d in the different districts. The total sum paid by money' order dur- , 
iog the year 1928-29 throughout the province Was 1,385 lakhs. Of 
this amount 71 crores or 56 per cent. were paid in tifteet! districts. 
from which emigration is known to be considerable, 8S in the follow
ing table: 

. 
Amoun~ Amount 

Dlatriot. in Diltrict. in 
Ir.kha. lakh •• 

- . 

o.WDporo · . . . 87t Fyoabad · . .. 48 

Bena...o · . _. 80t SoltaDpur · . .. 43t 

A1l11habad · . . . 71 Partabgarh · . . . 1St 

Apa .. · . .. 091 lIa!lia · . . . 80t 

LookD." .. .. 85 Roo Bare'j · . .. 27\ 

GorCkhpur .. .. eo U:rzapur .. .. 16 

Aa ..... h .. .. !kit Qhatil"" .. .. ZIt 

J .. npur .. .. a3t .. 
In some of these districts, no doubt, there are big cities,--Cawn

pore, Allahabad, Agra, Benarea and Luc1mow-, and the volume of 
payments by money order would be large in any case. Again, in 
Gorakhpur, with its 8 lnillion inhabitants, 60 lakhs is not an ~trava
gaot figure. But this explanation will not cover the other districts, 
all' of which, save Fyzabad, are entirely rural and possess no trade 
or industry sufficient to account for these high amounts. There can, 
therefore, be DO doubt that emigrants' remittances in these districts 
are .. valuable additional source of income to the peasant families 
·, .. hich receive them. There are a few other districts with high returns 
of money orders paid, namely, Au..."11I'h (39 lakhs), Farrukhabad (31 
lakhs), Gonda (SO lakhsl, Meerut. (381 lakhs), Saharanpur (271 1akhs), 
Bijnor (28 lakhs), and Morsdabad (4:l 1akhs). Though emigration is 
relatively small from these districts, some of them are military recruit
ing areas, and .. part of these relnittances come trom soldiers 
serving in other parts of India. Nor is the profit derived by 
agriculture from emigration confined to oceasional relnittan~. The 
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emigrant, when at last he returns home, often brings large sums with 
him. One darwan of a bank in Burma retired worth a lakh, which he 
had made by lending,-principally to the bank's clerks! 

-B.-Urban. 
69. The urban population.-Of the total population of the province 

only 106 per thousand live in towns. The percentage of urban to rural 
is highest in the west and declines steadily towards the east. In the
West Indo-Gangfltic Plain it is 15'.1; in the Sub-Himalaya Eastern divi
sion it is only 36. The total number of towns at the census of 1921 was 
446, varying from the city of Lucknow with over 240,000 inhal>itants to 
Kotdwara (in Garhwal at the foot of the, Himalayas) with under 400. 
Of the total number of towns only eighteen had a population of over 
15,000; as many as 213 had a population of under 5,000. 

70. Country towna,-The vast majority of these urban areas can 
. best be described as country towns,-"exaggerated villages with a cer
tain non-agricultural popUlation attracted by the convenience of their 
sites." As a rule the trade of such a town lies in its own vicinity, 
subservient to the interests of the rural tract -of which it is a centre. 
Most of them are either small municipalities, town areas, or notified 
areas under the appropriate Acts, and are beginning to develop modem 
amenities such as lighting and drainage. With the completion of a 
large hydro-electric scheme now being carried out, some 62 towns of 
more than 5 ,000 inhabitants in the seven north-western districts will 
receive electric )?Ower ,-a change which it may be hoped will result in 
industrial expansion. 

71. Cities and large towns.-The rest, which are the larger towns 
of the province, owe their origin to some extraneous causes. Most of 
them were built by different rulers for strategical an4 political reasons. 
Thus Akbar chose Agra 'for his capital. Fyzabad', J aunpur, Bareilly, 
Shahjahanpur, Farrukhabad, Moradabad, Saharanpur, Budaun, Amroh'a, 
Sambhal, Bahraich, Banda and Shahabad were all founded by some 
Muslim potentate, and are still the homes of his descendants, Asaf-ud
daula built Lucknow merely because he disliked Fyzabad. Benares, 
Allahabad, Ajodhya, Muttra, Bindhachal, Hardwar and, to some ex
tent, Gorakhpur are important chiefly as centres of religion, Meerut 
and Jhansi were created by the British Government. Cawnpore owes 
its origin to trade, and is the only place of first-class importance in the 
province which does. But if other causes made the towns, yet trn,de 
is the cause tha~ has maintained them. And, where trade has deteriO
rated, the prosperity of the town has decreased. with !t. Farrukhab?d, 
Mirzapur and Ghazipur were once commercially Importa~t, bf'mg 
centre of the old wa~t-bome trade; but the advent of railways has 
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diverted it elsewhere and their population has .decreD.!led. Twenty-four 
towns with a population of over 39,000 are classed as cities. Of these 
seven have more than 100,000 inhabitants. Lilcknow, the "widowed 
capital of an extinct dynasty," has the largest population of over 240,000; 
Cawnpore comes second with over 200,000; Benares third, with 198,000. 
The other four are Agra., Alla.habad, Bareilly and Meerut. Of these 
Cawnpore and Meerut are also increasing in size. Cawnpore is the 
centre of provincial industry; whilst Meerut is in the richest tract of thE! 

. province. Other large towns which are expanding are Moradabad and 
Sha.hjahanpur. Elsewhere, the unhealthiness of the deca.de ending in 
1921 caused the population to decrease. But the set-back should 'only be 
temporary in Agra., Amroha, Bareilly, Budaun, Etawah, Hathras, Koil
Aligarh, Sa.haranpur, Sambhal and Shahjahanpur, for all have thriving 
industries. Allahabad, Benares, Farrukhabad, Fyzabad, Gorakhpur, 
Jaunpur, Lucknow, Mirzapur and ¥uttra. are cities which live principal
ly in the past. 

72. Principal urban indll8tries.-Cotton is ginned a.nd spun with 
rude appliances all over the province, lind. weaving is carried 
out in most districts; so, too, is dyeing. Benares and Lucknow 
8re the' chief centres of the luxury industries: the weaving 
of silk; embroidery of every kind in gold and silver on velvet, silk or 
sarcenet, or of silk and cotton on muslin,-~he last-named is the well
known ·clliknn work of Lucknow, an industry of the respectable poor, 
e"pe;.:ially Muslims. Agra, Aligarh and Bareilly are famous. for thell' 
cotton carpets, whilst ~firzapur is the chief centre for the manufacture 
of woollen carpets. The cotton-printing industry is well established in 
Luckuow, Farrukhabad, Shahjllhanpur and other smaller places. Orna
mental metal work is a speciality of LuckDow (silver), Moradabad and 
Benares (brass and copper); whilst metal household vessels of all sorts 
are made principally in Mirzapur, Farrukhabad and Lucknow. Glass 
bangles are made in Firozabad in the Agra. district. The manufacture 
of gla88 for domestio use is carried out at Bahjoi in Budaun and Alla.h
abad. 'I'here is a considerable Vade in articles carved from marb'e and 
soapstone at Agra, whilst SaharallPur 8nd Nagina are the centres of 
'\\ood-earving: the latter specializes in ebony. Aligal'h enjoys the mono
poly of lock-making. All these industries are carried out both in 
factories and in the home. The principal fa.ctory centree are Cawnpore, 
A!(1'8 and Hathras. At the census of 1921, according ~o the industrial 
ptatistic8 tb,m collected. there were in all 1,869 fa.ctories in the prov
ince. mainl, connected with textiles. metal, sugar. flour, oil ana 
leather. These factories are usually nm on Western methods and tblt 
bigger es~blishments in ordinary times lind no difficulty in aopplyro, 

S 
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themselves with capita.!. The same is not always -true of the smaller 
factories. 

73. All industries, whether of a factory or cottage type, are suffer
ing from foreign competition and the trade depression of recent years. 
The cottage industries also suffer from competition with factories and 
from changes in popular taste, both in respect of material and of design. 
But they suffer most from their own conservatism. The industrialist's 
business methods are out of date. He has not learnt that contracts 
are made to be kept. He will not bind himself to supply an article of a 
certain kind on a certain day, and prefers to- work as, and when, the 
artistic spirit moves him. He has not learnt that advertisement is an 
essential- preliminary to the sale of goods; customers must come to him, 
for he will not go to the customers. There are a certain number of 
manufacturers who have managed, in one way or another, to get and keep 
in touch with the foreign market;(l!> and in such cases the industry 
usually flourishes. But taken as a whole, the cottage industries of 
the province are declining. 

C.-Social. 
_ 74. Economic aspects of the Hindu social system.-Every Hindu 

:is subject to a customary code which governs his every action, almost his 
-every movement, from the cradle to the grave, and gives shape_ to his 
-entire environment, eConomic as well as social and religious. Any ac-
count of the economic features of an Indian province would be incomplete 
if it did not contain a description of the economic aspect of the Hindu 
social system, especially when that account is preliminary to an examina
tion of indebtedness. For, on the one hand, one of the principal factors 
which produced caste was th.e economic principle of differentiation of 
function, in accordance with which first the ancient trade guilds and 
then their modllrn successors, the occupational casteR, came into' exist
ence; whilst, on the other hand, as numerous statements in our evidence 
prove, a very large part of the total agricultural debt is the direct(effect 
of unavoidable social custom. Within the space at our disposal it is 
impossible to deal with this matter in detail; all that is possible is to 
give instances .to prove the main cOntention, namely, that the caste 
system has a profound ·effect on the economic life of an Indian peasant. 

75. Economic effect of social stotus.-The caste system is essen
tially aristocratic. Every caste has its appointed rank and every indivi
aual's status in society is governed by the rank of the caste to which be· 
belongs. That status cannot be raised. It can, however, be lowered, if 
in any respect be f~ils to obey the dictates of custom; and the hig-her th3 

r·) Usua.Uy such "industrialist. were exhibitors at the Wembley Exhibition and 
profil<4l by th. l .... n. which they then gained. 
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caste the greater the need fgr such observance. Some of the customs 
,affecting social status have an important economic bearing. 

(1) A high caste woman, whether Hindu Qr Muslim, must remain 
ill seclusion. She cannot work in the fields. 

(2) Custom forbids a Brahman or Rajput' to handle the plough. 
aome witnesses suggest that this custom is weakening. It is, however. 
still generally prevalent. This restriction appears to have no religiou. 
sanction. Manu in referring to the various means of livelihood open to a 
Brahman, after first mentioning the priestly and military occupations, 
writes: "If it be asked how he (the Brahman) must live, should he be 
unable to get a subsistence by either of these Elmployments, the answer 
is he may subsist as a mercantile man, applying himself in person to 
tillage and attendance on cattle." (U) 

(8) A high caste man who comes into physical contact with a mem
ber of an untouchable caste becomes impure, and must at once wash 
both himself and his clothes. As moat field labourers are "untouch
ables," and it is difficult to avoid such contact in some of the field 
operations in which a high caste man could assist, the latter is apt to 
oonfine his energies to supervision. This taboo is also said to be 
weakening, but it still peJ."sists. 

(4) Expenditure on various ceremonies is much larger amongst 
bigh caStes than low. Not only has 'a Brahman or Rajput to spend more 
lest he lose social standing: but he must observe aU the twice-born rites, 
whilst a. man of lower caste can restrict himself only to the most im
portant. And there are sixteen of these rites {sanskara), all of which 
ClOSt money: marriage, of course, is by far the most expensive. 

76. These social customs have the following economic results:
First/y, they increase the cost of cultivation, since the high castes must 
employ far more labour than the low. Secondly, high caste cultivation 
is rarely 811 skilful or productive as low caste cultivation: where the 
'Kurmi produces wheat, the Brahman produces barley, and only aecond
rate b81'ley. On the other h&ncl, the high casw.; nsually enjoy a rental 
privilege, which is often as high as 25 pei- cent., and generally possess 
far more than their fair share of the larger holdings. The Brahman. 
moreover, by virtue of hia Brahmanhood has a subsidiary source of 
revenue in the shape of priestly and caste dues (pwohiti and brit ~ 
iojtllllnl). These include not only fees for services rendered. but. pre-
1JeIlta, usually of food, that 8.re made either on ceremonial occasions or 
by way of a penance. One of the most common punishments in the 
penal code of any cas~ pcmchayat is the feeding of so many Brahmans. 

(") 1 .... _ X, ai. 
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77. In short, the hlgh caste agriculturist possesses certain definit& 
advantages, which are, however, more than counterbalanced by the cosi
liness of his cultivation and the inferiority of his crops. He also has to 
bear specially high expenditure as a result of his social obligations, 
set alI, in the case ora Brahman, by a steady income derived with the 
minimum of toil from his Brahmanhood'. On balance, the Ilrahman 
certainly gains. The figures at our disposal suggest that the Brahman's 
debt is by no means so high as that of the Rajput; indeed, it is often rela
tively low, whilst there are many instances on record of moneylending 
Brahmans. But the Rajput as a class is deeply in debt, and our witness
es have many unfavourable commEints to pass on his habits. One writes 
as follows: "The predominant Rajput is .notorious for extravagance 
ani! bad husbandry. Proud of his birth and traditions, more accustomed 
to fight than to till, the Rajput is by common consent the worst cultiva
tor of this district (Meerut) . . . . . He considers it below his dignity 
to touch the plough himself and his fields are 'at the mercy of hirelings. 
. • .. His pride of birth and regard for ancient tradition make him 
prodigal in his expenditure on marriages and other social functions. The 
traditional custom of marrying his daughter to a social superior leads 
to reckless borrowing and ends in the mortgage and sale of his land. 
Yet though he is so scrupulous to preserve his izzat (honour), be is rarely 
punctual in repayment of his debt."(15) Another witness writes'''Par
tabgarh is a district of Rajput taluqdars and the petty Rajput zamindara 
feel that they must maintain the same social status as their richer bre
thren, with the result that they spend freely on marriages and other 
social customs to 'keep up their prestige."(lI) In this particular village, 
the Rajput landlords owed over Rs. 14,000, of which over Rs. 4,000 had 

. belln expended on marriages, against the tenantry's debt of under 
Rs. 700. In every district that has recently been under settlement 
Rajputs .seem to have lost considerable areas of land, regarding which. 
one witness goes so far as to say that it would be a good thing if theY) 
lose more. Other high castes are also deeply indebted, notably the 
Bhuinhar Brahman of the eastern districts and the Kayastha. Social 
expenditure is also high amongst certain lower castes that have prosper
ed, and accordingly have begun to ape the customs of their betters. 

78. Economic effect of caste on trade and induatf"1/.-As h8ol.l 
already been mentioned, the functional castet are often the direct de~n
dants of the trade guilds of ancient India, and many of them are as strict 
in regulating trade matters 88 ever were the guilds. Their panchayat., 

(U) Evidence, Vol. n, p. 2-:18. 
(U) Evidence, Vol. n, p. 199. 
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which are often extremely powerful bodies, deal with such offences 
against trade custom as encroR?bing on another's clientete, raising or 
lowering prices and metboqs of ssle or manufacture. The strongest 
weapons in tbe bauds of the panchayats of functional castes are the strike 
and tbe boycott, and tbey use them freely, not only against individuals 
but against entire castes, against local bodies, and even against govern
ment. Some forty years ago, the Koiri poppy-growers, being'dissatis
fied with the rates paid for opium by government, summoned a. pancha· 
yat, which decided to refuse payment 80t the prevalent rate and cease 
growing poppy unless the rate was enbanced. And in the end the rate 
had to be raised. The class of offences with which these panchayatB 
most commonly deal are those oonnected with jajmani; an alternative 
,term is brito Literally the word "jajman", means "the giver of the 
sacrifice"; but it is now extended to include II client or patron of 80ny 
kind. The jajmana of a Bra.hman purohit or priest are his parishioners, 
whose domestio rites it is bis duty to superintend. In the asme way. 
Chamars, Doms, Dafalis, Bhats. Nais, Bhangis, Barhais, Lobars and 
Mahllbrabmans all have their jajmani or circle of clients, from whom 
they receive fixed dues in return for regular services. The Chamar's 
jajmana are those from whom he receives dead cattle and to whom he 
supplies leather 80nd shoes. His wife h80s a. jajmani of her own, for 
whom she acts a.s midwife and performs various menia.l services at 
marri~es anll other festivals. The Nai ha.s a clientele whom he sh8oves, 
'lind for whom he acts a.s match-ma.ker and performer of minor surgiesl 
operations (such as dr80wing teeth or lancing boils). His wife is the 
hereditary monthly nurse. Barbis and Loh8ors in the villages h80ve 
their circles of constituents whose ploughs 80nd other a"aricultura.l gear 
they malee or mend. The Dom's jajmani is a. beat in which he alone is 
allowed to beg or steal. The jajmani is a. valuable source of income, 
toth heritable and transferable. We h8v~ many instances on record 
'" here jlljlllanis have been mortgaged, Iioth with and without possession, 
whilst it is said that the Dom's begging beat and the Bhangi's circle 
of clients are often given a.s a dowry. They are accordingly strictly 
demarcated, and to pOat'h on them is an action bitterly resented. n 
is said that II Dom would not hesitate to hand over to the police any 
strange Dom who stole within the former's "jurisdiction.'~ The 
jcJjlllalli, of ('Ourst', is II valuable 80sset and many a. villager derives at least 
a.s much of his in('OlIle from this soul'I'e as froID his fields-C") 
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79. One witness writing of Agra tell~ us that the village money
lender in those parts also works on the jajmani system. When the 
sahukar, as he is there called, accepts a cultivator a~ his client (asami) , 
it becomes his duty to give advances in money for any purpose whatso· 
ever, and also in any kind in which he deals. The client, on the other 
ha.nd, undertakes to borrow from no one else and to settle the sahukar', 
dues out of his prodcce before he settles anybody else's. The system 
ap'pears to be peculiar to some western districts, and has certain obvious 
advantages. As another witness has put it "the asami is weddecl to one 
mahajan who stands by him through thick and thin and advances him 
money at all times." In other words, the interests of lender and 
borrower are identical. 

80. Social custom and debt. (a) Marriage.-"The begetting of a 
virtuous son," says Baudhayana, "saves his father from hell, together 
with the seven preceding and seven following generations." Marriage, 
therefore, is a religious duty, which the Hindu owes not only to himself, 
but tl,) ~s ancestors and his deBCen~a.nts; and marriage expenditure is 
unavoidable. 

81. Amongst all castes of good social standing, the burden of 
marriage expenditure falls on the father of the bride. He must provide 
the girl with a suitable dowry, and with ornaments, clothing, and house. 
bold utensils. He must entertain the bridegroom's party for several 
days; he must fee the officiating priest; he must feast the assembled' 
hrethren and Brahmans. The groom, on his side, must purclmse suit
rble presents for 'the bride, and suitable wedding garments for himself 
and his suite; but, as a rule, the dowry more than covers his expendi. 
ture. Amongst low castes, on the other hand, two customs are 
ptevalent which reduce the· burden by distributing it. Fir8tly. 
the brethren present at the feast are often invited to make a contribu- ) 
tion (takawan) towards the wedding expenses; a brass 'pltlte 
(thalJ) is passed. round into which each gue"t drops a silver coin. (") 
And 8econdly, in many low castes, the dowry paid by the father oi 
the bride is replaced by a bride-price, paid by the father of the bride
groom, which in practice is always appropriated to the cost of the_ 
ceremony·. This bride-price is generally fixed by caste custom and is 
oometimes so small that it plainly dates back to a time when the pur· 
chasing power of money was much greater than it is now. (") In other 

(II) As a speculation moneylenders will aometimes advance a 8um fh:ed by 
agreement and take the takawan in fuU payment (Evidence. Vol. II, p. 68). 

en, I~or a list of bride-pricea. Bee Cemlnl Report. lOll. page i21. The lowest 
is Ra. 1i. but there are twenty.five under Rs. 10. 'See alao Evidence. Vol. n. p. 259. 
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cases, the bride-price is speoially fixed on a cODsideration of the' CirClll'l. 
stances of the bridegroom and his family. 

82. Marriage expe,nditure is. often grossly extravagant. ThE 
principal cause is the custom 0'£ hypergamy, which is prevalent in an 
castes of good social position., by which thE! bride must always be of 
lower social position than the bridegroom. 'The result 11 that the bride's 
Camily, in an attempt to live up to the bridegroom's position, spend much 
larger sums on the wedding than they can afford. It is not surprising 
that in such a caste as the Rajput, to whom display is almost a social 
duty, the birth of a daughter means the beginning of debt. One witness 
pstimates the mmiage expenditure of a Rajput cultivator at Rs. 600; but 
it must often be much higher than that, and amongst the wealthier 
members of the community, sometimes runs into lakhs. Amongst low 
castes, as a rule, marriage expenditure is not so serious a matter, and is 
very often repaid within a reaaonable period. A Kurmi wife, it is said, 
costs Rs. 31!. Nevertheless, even the lowest castes are occasionally 
extravagant; for instance, an instance is recorded of an Arill in a 
village of Hardoi district who spent RlJ. 300 on the wedding of his 
daughter, though his only sources of income were a holding of under 
two acres and the wages of occasional labour. 

83. (b) Other ceretnonies.-Other ceremonies besides marriage 
often drive the villager into debt. Amongst those mentioned are birth 
and funeral ceremonies, shraddha.s, and the upanayana or thread cere
mony, Money is also frequently borrowed for pilgrimages, snd ot'Clr 

Bionally for kathas (sacred recitations). The sums are, often consider
able. 

84. (e) Caste penalties.-The jurisdiction of caste panchayats in 
D.'attem of trade has already been mentioned. Their principal concern, 
i!owever, is the investigation and punishment of offenoes a.,"'1linst socia) 
o:ustoms. These panchayats fl'6quently impose heavy fines, or order the 
offender to give a feast either to a specified number of Brahmans, or to 
the brotherhood, or to both. As the offender is invariably excommunicat
ed till the sentence has been carried out, he must often find it necessary 
to bon'Ow. Naturally villagers would be reticent about debts (JD) due to 
this CRUse. and only one instance of it is actually mentioned. 

85. Ancestral debt.-A very common object of borrowing is for the 
i't'paymellt of ancestral debt. As it is also a type of debt from which the 
debtor finds it difficult to free himsell effectively, it is necessary to 
t'xplBin precisely the nature of the oblig>ltion which makes deM heritable. 

1"\ A Dum .... or .."UlI\ iDa ....... or "."".,.,u' __ will be IoaDti -;-Ceomo 
S'por!. 1911, poceo ~ 
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The liability of one person to pay debts Ct)ntracted by another depends 
ultimately on the principle, constantly recurring in Hindu Law, 
that legal rights are taken subject to the discharge of moral obligations. (21) 

It may arise from three completely different sources. These are:
Firstly, the religious duty of discharging a debtor from the sin of his 
debt; secondly, t.he heir's inopl duty of p'aying a debt contracted by the 
person whose assets he has inherited; and thirdly, the Jegal duty of pay. 
ing a debt contr!"cted by one person as the agent, expressed or implied, 
of another. The first duty arises only in the case of the debtor!s imme· 
.diate descendants, son and grandson. The second arises in the case of 
any heir or successor in interest. The third is an incident of the Hindu 
Joint family system, and affects'the co-sharers of the managing member 
of such a family. In anyone case, two ~r more of these duties may co· 
.exist, but anyone of them is sufficient to constitu"te the liability. 

86. It is necessary to realize, however, that this liability has its 
limitations. Firstly, the liability does not descend beyond the grand. 
son, whilst some authors hold that it covers interest in the case of a 
father's debt only, and not of the grandfather's. Secondly, the hei1'll 
camiot be compelled to pay debt incurred "for a cause repugnant to good 
morals." Thirdly, the law, 8S now administered in all provinces except 
Bombay, limits the liability to the extent of the assets inherited. But 
these limitations are not of much practical importance. Few heirs would 
dishonour their ancestors' memory by repudiating their debts as immoral. 
Again, a moneylender who was likely to be defeated by either the first 
or the third exception, would invariably try to induce the heir concerned 
to execute a promissory note in his own name; and such is the. force oj 
tradition that he would generally succeed. If he does, then the debt 
revives 8S a. debt of the heir himself, and both limitations a.re avoided. 

87. One of the Hindu lawgivers says: "he who having received s 
sum lent . .. does not repay it . . . will be born hereafter i~ hiE 
creditor's house a slave, a. servant, a. woman or a quadruped." (J") / III 
other words an unpaid debt is a sin, the consequences of which follo'W 
the debtor into his next life. It is not, therefore, sufficient for the heil 
to take ooer the debt, it is also necessary that he should pay it; and the 
evidence before us shows that a large(23) a.mount of fresh debt is borrow. 
ed to repay old debt. From the point of view of the ancestor that is 

( 1) Mayne's Hifldu Law and U6ag" 8t1, edition, page 894. The following account 
is entirely based on this book. 

(21~ Vrihaspati apud JagsDDatha. Digeat, Vol. I. page 884. . 
(21) Elsewhere the amount; of total debt which consist, of such borrowing is estl. 

mated .t 16 per cent. Bee Cbapter IV, para. 159. 
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doubtless 88tisfactory; from the point of view of the descendant, however. 
it means merely that the new debt replaces the old and one creditor 
replaces another. 

88. Muslim indebtednes8.-"The main reason," writes a Muham
madan witne88, "for the growing" poverty of the Muslims in this province 
is their high cost of living as compared with that of other communities. 
The Muslim haa not adjusted himself to changed circumstances, and 
still adheres to the habits and ways which characterized him during the 
decadence of Muslim rule in India." His standard of living is infinitely 
more expensive than that of the Hindu, and always up to, if not beyond, 
bis income. Hospitality, moreover, is to him almost a religious duty. 
"God's angels do not visit a house where there are no guests." The 
charge of thriftlessne.:a can be more justifiably laid at the door of the 
Muslim than of the Hindu peaBSnt. His economic position is also 
seriously affected by the Muslim law of inheritance. In a Hindu joint 
family, widows get merely a life interest, daughters ge£ nothing, and 

" the estate is mana"aed by a karta or agent. Amongst Muslims, on the 
ether hand, the division of property after a death is inevitable, and often 
results in breaking up small estates into fra"aments which are not worth 
keeping. But though the heir's income is thus diminished, his expen
diture remains on the aame scale aa it was before the property was 
divided; for to cut down his expenses would bring disgrace to the 
family. The Muslim again, is more litigious tha.n the Hindu. "Tli.e wrath 
of the petty Muslim eamindar is easily aroused, even on matters of 
minor importance . . . If a tenant haa the hardihood to 
.. efuse to work for him, he must be punished, or if a neighbouring land
lord has refused to allow the aaminclar', cattle to graze in his paature, he 
must be brought to his knees." And the result is a lawsuit, or possibly 
a criminal prosecution. Meantime, his family pride prevents him from 
taking up commercial occupations unles,s he happens to have been born 
\lIto some trade, and even then he is rarely able to make both ends 
meet. Finally, the Muslim woman, unlike her Hindu sister, must 
obsene purdah in all but the lowest rank of society. The natural 
result is that the Muslim falls qukkly and easily into debt t-o 
an extent even greater than the Hindu. Yet whilst he is ready 
to pay the most usurious rates of interest, his religion does not permit 
him to lend money on intereRt; and thus Rllt'h t'Bl'ital aa the Muslim 
possesses is often rendered inoperative. 

SIl. TlIe prOBot/to, psydlology.-The peaaani is generally described 
as 8 '"tnlist, dtom'lrnli7.f.'d bv his ceaseless stru""le "to enon" a bare .. ~-=: 
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livelihood from an insufficient holding;" as a spendthrift, incapable of 
resisting the temptation to relieve pressing necessities by mortgaging 
his future income and even his capital; as living a life of pathetic 
despondency, with neither the desire nor the will to live better.(") 
And many of our witnesses would concur in this gener::.' description, 
though they themselves provide many particular instances that prove 
it wrong. Long experience, no doubt, has taught the peasant that 
agriculture is a game of chance between man and nature: that nature's 
dice are always loaded: that man can only win if nature permits. And' 
such experience naturally induces a mood of fatalism. But the peasant 
also knows that at least ·five times in ten,(·') man does win the game, 
and consequently he goes on playing it; his fatalism does not issue in 
inactivity. For .his thriftlessness, it is necessary to distinguish. The 
low caste cultivator is by no means reckless in his expenditnre. Occa
sionally an ·ambitious Arakh may spend Rs. 300 on his daughter's 
wedding, or ~n extravagant Chamar borrows Rs. 100 for his grand
mother's funeral;(·') but generally he borrows no more than he must, 
. alid repays as soon as he can. The high caste cultivator is certainly· 
Extravagant, but his expenditure is directed not so ·much to the relief of 
his necessities, agricultural or personal, as to the maintenance of his 
pocial prestige: it is the extravagance no~ of an agriculturist, but of aD 
aristocrat. , 

90. It is Mr. Moreland who is responsible for the statement that 
the Indian peasant "has no will to live better," though he admits that 

,the inhibition is wearing thin in the conditions of recent years. The 
truth, however, 'is that the peasant has his own ·id_eas of what constitutes 
better living. Some, like the Kurmi, prefer to utilise their surplus in 
increasing their income by moneylending, or in acquiring fresh land. So 
far, at all events, they pre~r an increase in material wealth to an 
increase in personal comfort, tbough the latter may come when thei, 
ambitions are satisfied. But most low castes that are prosperinlJ ,be
gin to ape their betters. They give up their low caste customs; they 
prohibit, for instance, the re-marriage of widows, abandon the use of 
intoxicants, reduce the age of marriage, pay Brahmans large fees to 
serve their rites, and increase their expenditure on marriages and other 
social ceremonies. Finally, they advance a claim to be descended from 

(S.) Bee Mukerjee's Rtmll Econ.ot'4y 0/ India, page. 6 Ind 30; Agricultural 
Commission's report, pages 482 aDd 499, quoi:ng Mr. W. H. Moreland . . 

(st) The peasant recleans five good years in ten: the e:lpert economist reckon. 
seven in ten. See evidence of Profe8S0J C. D. Thompson in Vol. IY. 

(If) See above p'aragraph 82 for the Arakh: and Evidence. Yol. n. p. 261. for 
.. ibe Chamar. 
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BOme higher group of castes, the Brahman, the Chbattri, or the Vaish. 
To such castes better living means lIOCial position, not solid comfort. (Of. 

91. In proof of these assertions, we may quote the Jat and the 
Kurmi, in praise of whom our witnesses have much to say. "The 
J at takes a high rank amongst the cultivating races of the province. 
He is simply a slave to his farm . . . . He never dreams of 
taking any service except in the army, he is thrifty to the verge of 
meanness and industrious beyond comparison. If his crops fail, it is 
sheer hard luck . . . . His fault is quarrelsomeness; and in liti.,oa
tion he never knows when he is beaten. "(II) As in litigation, BO in 
lI,!{riculture,-he never knows when he is beaten. He spends his life 
in quarrel\ing with nature. The J at never says die: according to the 
proverb, "Jat mara tab jani!l6 jab tMahwin guza,. jae", (never be Bnr& 

that a Jat is dead till the !laYB of mourning for him are over). 
As for the Kurmi, he is even more canny in money matters than 

the Jat, though less quarrelsome. Apart from that, there is nothing to 
choose between them. "The Kurmi is always planting, whether his 
crop lives or dies." 

And there are many other a"aricultural castes that are well nigh a& 
good 88 the Jst or the Kurmi. 

9\!. Thll peasant', ignoranclI.-There is, therefore, little wrong 
wiJh the peBBBnt's character. His mental equipment, however, leaves 

"much to be desired. He has a certain native shrewdness, and the mosi 
cunning moneylender cannot easily deceive him. But he is wholly 
ignorant of many matters of great importance to his own well-being. Ie 
he does not improve his methods of cultivation, it is because he does 
not Imow how to do it. If he has not the will to live better, it ia 
because he does not know iIi what better living consists. If he submits 
too readily to temptation to misuse his credit, it is because he has never 
been: taught how to use it. And being wholly illiterate he cannot 
acquire this knowledge for himself. Indeed, he has little interest in 
affairs outside the narrow rural circle in which he lives. His conversa
tion is mainly or the crops, of food, and of money. His only amuse
ments ronsi" of a religious recitation (katha), an occasional itinerant 
show, or a visit to the neighbouring bazar. His only intellectual exercise 
is taken iu tbe mues of the family lawsuit. There are, however, 
@igns that in present conditions the scope of his interests is beginning 

, \". Tho !1.1\1 ....... ' om- 01 Roe &rrli .. poria Iba& .he .,.;,. __ '" pi'
dornne culM tKlldthi u.d Kono) 01 that district are .pine the hieb ca.. .. t«'!S in the 
"' ..... 01 _ioI .. .,..,di.ute. See ..... c....110 ~. Hill. ....,.. 3±! ODd 82S. .Dd 
C .... n. ~. 19i1 ....... 151, Sunilv .... _ .. willa !Of_ 10 \he Ceosus 01 19:11 
are alft"ady enmm, iD~ _ 

(". C_'. T~ .. .... C ..... ef IN N"W. P • .... 004, Vol. m. ...... to. 



( 44 ) 

to widen, and now embraces matters to which ten years ago he ·was 
~ntirely indifferent. For instance, politicians tell us, uudoubtedly with 
truth, that he is now curious of political questions. That is all to the 
good, for if he is prepared t<;> give thought to public affairs, he will pro
bablypay more attention to his own private affairs. And when he doe~, 
it is impossible that he should remain satisfied with their condition. In 
;II, word, what the peasant most needs is education,-not merely in the 
narrow sense of literacy, but in its broadest sense, the development of 
mental powers ,--education , and a little of that "splendid discontent," 
which is the first step in the progress of a man or a. nation. 

, , 
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CHA1>TEB. nr. 
GENERAL DESORlP'l'ION OF EXISTING OREDIT AGBN01l!S. 

98. It is impossible to give a coherent account of the credit system 
of the United Provinces; mdeed "system," in this connenon, is II> 

'Word misused. Numerous forms of credit transaction are practised, 
most varieties of credit agency are represented. Yet it is impossible to 
.assert tlf any agency that it confines itself to any particular tytJe 
of transaction. The petty moneylender of the village often hilS 
his dealings in the town, th~ financial magnate of the town does 
not disduil~ at times' the petty operations of the village. (') 
Again, there are few moneylenders, from the 'WeaLthy shroff to the rural 
bania, who do not combine with moneylending some other line of busi- . 
ne8S, which is often the more important of the two. "They are grain 
dealers, general merchants, commercial agents, brokers, roldsmiths, 
jewellers, land-owners, industl'ialists, and traders" ,(2)-notably traders in 
c1ot,h and cuttle. And the professiona.\ moneylender l,as ama.teur com
petitors. Landlord nnd tenant, pensioner a.nd petty official, lawyer 
and priest, even the landless Ia.botlrer--Brahman, Rajpnt, Kurmi, 
I{oiri, even the Clollmar--anybody with spare cash seems to prefer 
usury to any other form of investment. (0) Adapting Sir Alfred Lyall'. 
famous phrase we can fairly describe the credit system of the province lIB 

!'a tangled jungle of disorderly transa.ctions." Nor is the ta&k of descrip
tion mnde ensier by the filet that the terminology of credit is as indeter
minnte ns the thing itRelf. The village usurer is known by various names 
in dilTerent ps,rta of the province-bania, mahajan, 8ahukar, bohra,' 
beopari,-all of which are used elsewhere in other senses.(') And in 

(1) J<'or in.tanoe the Rastogi. of Lu('know and the wealthy merchants of Morad. 
abad IlInd mODt'y iD. the rural traeta of nel,hhnuring districta. 

tl) L. C. J .. iD, Indigt'notu Bonking in INdia. p. f3. 
C') One sman villnge of SSl inhabitants is ""rotted to owe money to 60 individll" 

moDoylend(lra, or whom only ('igbt wen professional.. There were eleven landlords, 
,"h'nty teulults. fl"Ul' lllli.l'.iald (pntwaria IU\d sch\lOlmasters), five t.raders, st'ven.! I.boUle ..... 
a faqir •• priNt, .. plt'tlde.r. and Go"n'mD'Il"nt. In another village ODe of the moneyltnden 
wu • dt:t, wbose ,brIDe w .. in the loe,lit,.. tETidence. wi. ll, p. ~). 

(II Aa lUoDeyl!"llding is 10 often .. st'("(lodary ort'llpatioo, it is perhnpe 
liJtliHl'ant th,,' of the nritlue t(lmfl fror ID01lllylender. on!y nile ori,;nally tvried lb., 
mOlu'Iing-4loAre. a eflrnl'ptioll of .,-em.ra. wbich meana lender or uedim. Ba"ja melllI 
uadtl', &)}(lllkl'lftper ... Uohtr;oa meaos IitNally ". great man"; tbenc.oe thro\1~b the meaninga 
"worthy of _i," IIDd " __ ing _i," ... ba_ or m.m.ODt. B.lIoter (TUlg.rly 
.. _) m .... ' &na hoo.,. "'OD 101 .... 1. then mOJd>IDt. trader, ~. JU",.m 
(b.'pari. tVf4Ja:ri) mUDS • tradHmaD. BaRta wa, 1000g used ... rute name for 
.u ...... or Irad ... ; it k .. booa ",pi"," ill thi ........ by the oIcler "",n1 Voi.~. Bobra 
ia reroplaecl .. a cute iD ..... &em district_, which claim BrahmaniQl desc:ent.. 
Md.; ... h ... 100 '-0 _ b" lOme ... tllole D~, lllUaUy the IDwer (DOIl·Voillb) 
Wadi.., ....... ouch .. X .. ....:. 
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these circumstances it appears advisable, at this stage, merely to describe 
the existing credit agencies one by one, without attempting to correlate 
them or their activities, or to classify them except in broad groups. 

A.-Rurai credit agencies. (1) The prQjessionais. 
94. The flillage moneylende1'.~The village moneylender, or bania, 

8S he is most commonly termed, has existed in India from time 
immemorial. Traditionally moneylending is an occupation appertain
ing to the Vaishyas, the trading, commercial and indnstriar class of 
ancient India; but from an early date this Vaishya preserve was invaded 
by members of higher groups, who p~eferred wealth to social position. 
At the present day the moneylender may belong to any castll; Brahmans, 
Rajputs, Khattris, Telis, Halwais, Kalwars are only some of those 
mentioned in our reports, with Vaishya9 of divers groups and diverse 
standin?": from ~he proud Agarwal to the humble Kandu. 

95. For many centuries the bania tribe has borne a bad name for 
rapacity and meanness. Rustic wit is responsible for many a sarcastic 
proverb at their expense.(» Tavernier, writing about 1660, says of 
them that "they are so subtle and nimble in trade, that the Jews might 
be their 'prentices." And in popular opinion they have not improved 
since Tavernier wrote. But there is ample evidence before UB to show 
that popular opinion, as often, exaggerates. lSaYB one witness('), "the 
village moneylender is often described as a vampire who sucks the 
blood of the cultivators, but in fact he is not altogether the bloodthirsty 
Creature which he is painted." He is certainly no philanthropist; his 
object is to makp. money, and he is not always particular regarding the 
means by which he does it. He will deduct future interest from the 
principal before he pays it; he will debit his. client with all incidental 
expenses .. He will cause an illiterate borrower to put his thuml?-impre.s
sion on a blank form, and subsequently fill it up with a sum in exceSi 
of the amount actually lent. He charges a rate of interest wliich il 
always rugh and often extortionate, and compounds ii at frequent inter· 
;vaIs. Nevertheless his prosperity depends on that of. the peasan~ 
;whom he finances; it is not to his advantage to see a chent rumed, snc 
;when occasion arises he can ann does show leniency. He will noi, fOI 
instance, use his fraudulent bond unless the client by his contum8C3 
forces him to go to law. Again, if his debtor is p~pt and punctual 
in repayment, he ;wi11 often allow him a rebate of mterest when thE 

C-) IIBania mar. ;11". thag trIG,. •• ";5"": The robber .•. &ys ImDgen. the bsftu 
Iaia friends. uNII bll"icJ mit. ftll bums •• Un : A friendly belnlel d .. comm~ ... e~ut4 
_an. !' A b.ni. goes in like a needle and .. m .. 011' \ike •• word. - Bee BIII"7 

1'..,1. of India. 1915. pag .. 811-4118. 
(') Evi~, ..,1. n. p. 1!'l9. 
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accoun~ is finally closed. Meantime, it is to him that the needy peasanL 
turns for help in every trouble. It is he who lends him money for his 

. rent, nnd so saves him from ejectment. In the best of ' years there are 
always two periods when the small cultivator's stock of food runs short : 

, it is the bania who provides him with the means of subsistence. It is again 
he who finances the marriage ceremony and the lawsuit,--one almost as 
inevitable as the other. It is his capital, constantly revolving in its own 
narrow circle, which brings crop after crop to the threshing floor. He 
is indispensable in the economic life of the people whom he serves; and 
the people know it. "The peasant always shows a. great regard for the 
village moneylender. "(1) Though they may gird a.t him, yet they 
prefer his methods to those of either government or co-operative society. 
He does not keep the borrower waiting for his money till the time for 
its profitable spending D.liI passed. He does not press for repa.yment 
a.t due da.te, if he knows tha.t such repayment is inconvenient. He does 
not conduct embarrassing inquiries into his client's 1wisiyat (qna.ncial 
condition); for what it is worth, he knows it already, and the element 
in it to which he atiaches most importance is the client's reputation 
for prompt a.nd regular payment.(I) Though he ma.y hold a. lien on 
the standing crop or the unborn calf, yet if he can rely on his client's 
honesty, his bond becomes for him little more than collateral security, 
to be used only if he finds tha.t his relia.nce is misplaced. 

96. In short, the village moneylender is a.n indispensable element 
in rura.l life,-an element tha.t is often expensive a.nd sometimes dan
gerous, but always necessa.ry) Shonld he withhold credit, as under the 
stress of circumstances he sometimes does, then wi~esprea.d· distress 
quickly follows. 'When the village moneylender draws tight his purse
strings, government mnst open test works.(O) t 

97. ne villa.ge moneylender falls into two classes; the differences 
between them are of sufficient importa.nce to wa.rrant separate description. 
To the first we have atta.ched the label bania; to the second the label 
moMjaft. • 

98. Tlte !'iI/age bania.-Scattered up a.nd down the countryside 
there are to be found petty tra.desmen,-dealers in grain or provisions, or 
keepers of sma.1l general shope.-who sell goods on credit a.nd aleo lend 
money in small Bums. They gel.erally belong to one of the lower Vaish 
groups or to such castes 8S the Teli, the Kalwar or the Halwai. Their 
eapita.l ia small. rarely exceeding .. thousand rupees: anq their 

(t) Rvid~DOI. ~. n. p. ti'9. 
(') T'- .... tb6 "'lfO ...... to ....a _tedly to aplaiD the aD{q>'llari'J' both or 

I ..... and _ti .. -'J'" -. 
(') Preoia.ty Ibill '""...... h.. _ ill \he )"'t\ra c1iotdcL 
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transactions are to match. Their fortunes and those of their clients are 
identical. In a good season their dues are pl'omptly paid, and' client 
and creditor grow prosperous together. In a !bad season the, dues 
remain unpaid, and creditor and client alike must tighten their belts. 
~his community of interests produces a fellow-feeling which reflects 
itself in their business methods. They rarely t~ouble themselves about 
security; their security is their personal knowledge of their clients 
Many, possibly most, of their loans are of the kind called dast garda 
(qarza) or hath udhar, in which there is heither document nor witness, 
and the loan is granted on a simple promise to repay, sometimes backed 
by an oath. (10) . 

99. The transactions of so small a capitalist are necessarily small. 
The nature of them is apparent from a curious document reproduced in 
one of our special reports. (") This document is a statement of 
account rendered by a village bania to his client covering a rubi season 
from seed time to harvest.(") It may be summarised as follows :-

DEBI'r. 

Oash (1) in Karlik •• 
(2) in Ph.g ...... 

(8) a' Boll. and other 
festivals .. 

Seed (1) wbeat, vaJue 
(2) gram, valu. 

Wheat at Hol" value .. 
Sugar at Holi, vaJ,ue •• 
Cloth for garments. value .. 

Total (.io) 

R .. a. p. 
5 0 0 
T 0 0 

9 0 0 
11 0 0 
1 8 9 
i 6 0 
1 0 0 

11 9 0 

U 8 9 ----

CBEDIT. 

C.sh .. 
Grain (b.jlulr). value 
GA;, value 
Use of oart. value •. 
Pair of shoes, valee 
Fodder; value 
Ca"dhi (P) (II), val •• 

Tolal (.io) 

Rs. a. p. 
10 0 0 
10 8 6 
100 

8 1 8 0 
1 , 0 

140 
11 0 0 

•. 89 I 8 

This account clearly relates to the occasional borrow~s of some 
cultivator for various needs, both agricultural and domestic,
a man of some Rubstance, since he possesses a bullock cart, and, 
as is shown by his paying part of his debt in ghi, at least one milch 
cow. It is a running account: the cash debit of Rs. 21 was taken in 
seven instalments varying from one to six rupees, whilst there were 
four purchases of cloth varying from thirteen annas to seven rupees. 
The debtor begins his rabi season by borrowing seed of two kinds to the 

~.----------------------------
(',) L. C. Jain op. oit. page 63. 
r l ) Evidence, vol. n, p. 358. 
r') K.rlik to Ph.g ... 1~ S.mba!. eorresponding with October. lInT to K ....... ,. 

1928. r') "C •• dhi·· is reproduced from Ibe reporl. II is aD impossible word ... hi'" 
... y conceal ohandi (silver), kondi (cowdUDg f.el), or kandhi (. kind of DeckJeee). 
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value of Rs. 12·8·9 (the only single transaction which runs 'into tW(). 
figures), a.nd Rs. 5 in cash; in Phagun, with ha.rvest at hand, he borrows 
another seven rupees. Meantime, he-has replenished his wardrobe to the' 
extent of three shirts, a dhoU and an angochha; and in celebrating the 
H oli and other festivals has given rein to his extravagance at a cost o£ 
Rs. 12·5·0. It may further be noted that this account contradicts the 
popnlar idea that as between a literate moneylender and an illiterate' 
client the adva.ntage is always with the former, because he keeps the 
account. For both the totals are wrong; they should be Rs. 48·6·9. 
and Rs. 88-8·6 respectively, and both errors are in favour of the client. 
Again, whereas a bigger moneylender would generally refuse payment 
except in cash or, if he hIlS lent grain, then in grain of the same kind, 
this bania has accepted payment in all sorts of commodities, inclnding 
grain of a much cheaper kind than the kind which he lent. (U) And 
finally, all save the cash transactions are obviously rather credit purcha.seli 
than loans. In short, the village bania is quite as much a tradesman as a 
moneylender. . 

100. The "illage mahajan.-The village mahajan is in every way Ii 
much more important man than the village bania. Firstly, his 
business is on a much larger scale; he possesses greater resources; he 
dMls in bigger amounts and hIlS a more numerous clientele. Several 
instonces are mentioned in our reports of individuals whose capital 
reaches and even exceeds half a lakh. Secondly. the mahajan'lI 
transactions ore loans in the oorrect sense of the word, and not sales 
on credit. He lends money or grain, and demands payment· in the 
same commodity. Thi~dlll. all his transactions are governed solely by 
business principles. The amount which he will lend, I,he intsrest which 
he will charge, depends entirely on the security offered to him. and he 
does not allow personal considerations to affect his jUdgment. If he 
shows leniency it is as a matter of business, for it is not to his interest 
that his client should be ruined. Many of them are masters of all the 
\lsurer's tricks, and practise ·them whenever a suitable opportunity 
arises. The mahajan usually operates in a definite area, where he is 
well known, and which may vary according to his circumstances from 
a !!fOup of villages mundhis home to one or more districts. Be is 
also apt t.() restrict his dealings to a definite clientele, as is natural. 
Bin..e he relies 00 ~atly on his personal knowledge of his clients. ... 
Like the bania, he may be of any eaate. Our reports mention. amongst 
olhel'8. RlIsto(ris, Brahmans, Bobras, Rajputs. Telis, and even Cham8l'8. 
The size and to some extent the nahne.of his transuctions vary witb 
bis financial statu~. Whilst the smaller man win deal With anybody 

(U) Be;"" ia • miltlure of piDa ....... ,. barI.,. ,..... ...... - ..... _. 
40 
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according· to his 'means; some of the larger restrict their dealings to the 
landowning classes, principally because, the landlord can offer sound 
security in ,the shape of his land. It is this fact which accounts for the 
existence of landlords who were originally mahajana, but acquired 
property by selling up their debtors. Nevertheless, the acquirement 
of landed property is less often his object than it is in the case of some 
other classes of moneylenders. His loans he regards solely in the light 
of investments, and it is this fact which explains his reluctance to accept 
payment of a debt in instalments, since such repayment would reduce 
his income and put him to the trouble of finding a fresh investment for 
the money thus repaid. His point of view in this matter may be 
nI1Jlrincipled, but it is certainly intelligible. (15) 

101. The importance of the mahajan in rural life varies in different 
parts of the province. In Basti, for instance, though there are village 
hanias, there appear to be few professional moneylenders of sufficient 
importance to be classed as muhajana. They are also comparatively 
unimportant in the hills. But over most of the province their influence 
1S great and their operations extensive. In Rae B9feli, for instance, 
the mahajan has provided nearly 60 per cent. of the total debt. 

102. The sahukar.-The business of both bania and mahajan lies 
-entirely in the country. Their clients are villagers; they deal in 
"'grioultural produoe; and they themselves live, almost always, in some 
'village or country town. There is, however, a third class of rural 
moneylender,' whose rural transactions form only a. part of his business, 
and who is, in every sense, essentially a city man; a.nd, as compared 
with the average mahajan, a. financial magnate. To this class <)f mone~
lender we have a.ttached the label of sahukar. His rural transactio~, 
for the most part, take one of two forms. FiraUy, he is prepared to, 
Mva.nce money to landlords on the security of a mortgage KIf their 
landed property. which mortgage may be simple or usufructuary; in 
the latter case the property is often leased back to the mortgagor. 
And Becondly, it is he who finances the mqJiajan when he requires 
accommodation. Being a big ma.n, he deals as a rule only in big sums, 
but there are' some Bahukars who do not disdain relatively petty transac-

• tions. His rates of interest are comparable with those of joint-stock 
banks: they usually lie between· 6 and 12 per cent. per annum. but are 
occssionaily 8S low as 4! or' as high 8e 24, according to the security 
of!' ered. But a low rate of interest aD a mortgage often indNte. that 

(n) On. ia remindec1 01 Lowell', lin_ 
"I don "t believe in princerpJe. 

But. ob I I d" io intereet. t • 
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the moneylender's primary object is to secure the land. In BOme dis
tricts in ·the west, 8ahukar is the name given to a class of village 
mahajan8, who work on a system of their own,-"'One man, one money
lender. This type of 8ahukar contracts with his client Casami) to supply 
bim with money or grain from time to time as he needs it, whilst the 
client contracts to deal with no other moneylender. 

103. The peripatetio moneylender.-As we have seen, the village 
moneylender, whether bania or mahajan, usually' confines his transae
tions to a definite tract where he is well known, and to a clefinite 
clientele whom he knows well. But there are also moneylenders who 
wander about the cquntry. seeking oustom, Bnd: will deal with anybody 
whether they know them or not. Some of these peripatetic usurers are 
respectable enough: others are dangerous nuisances. All alike are 
rnpacious in their dealings. 

104. The qiBtwala.-The most important of these wandering 
moneylenders is the qistwa/a or qistia, who in the western districts 
also goes by the name t'ahtiwala, in Oudh by the name ugahiwala, and 
in the eastern districts by the names hundiwala or tharakkat'. He 
works a system usually known as qiBt or ugahi,C") both words meaning 
"instalment." The oldest lind still the most oommon form of ugahi loan 
is one of Rs. 10 repayable in twelve monthly instalments of one rupee 
each, which fact supplies a Bufficient explanation of the system itself. 
Recently, as the result of competition amongst the Lucknow ugahiwallU, 

. the number of instalments has been reduced from twelve to eleven. 
From accounts given by writers on ethnology(,,) it seems possible to 
conjecture that it was ori/tinally invented by the Bohra fraternity of the 
north-western districts, who still carry it on, though they now have many 
.competitors. 

The business is most fully organisea ana most widely spread in the 
west of the province, where it is mostly in the hands of a group of Sabus 
residing in Moradabad. Their a"o-ents roam the country to coHee\ 
instalments or make fresh advances, as far east 88 Lucknow, 88 far 
'West as the Jumna, and even across it into the Punjab. Elsewhere 
this qi8!bondi business is handled by all sorts of moneylenders. 
both in town and country, ~ by wanderers such 88 the Rabuli and the 
Harhia, presently to be described. It is, in fac\, prevalent in almOBl 
.every part of the province except tbe hills, and is growing increasingl~ 

(") Olber _ on • ...; (1raIio); ..... NAti (waIer ~ the .. ~ 

iDe" ...- '" the --l-(") Boo ~, ",.';bo. _ Co"" oJ Norfll·Wot! ___ ... 4 0. ..... •. o. 
"""... Another ... me b Bob .. io llUti. TIle J!oIIrai 01 ..... to be NiwU GaR 
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popular. Its scope, too, has been enlarged; whereas it was restricted 
in the past to the petty ten-rupee loan already mentioned, it is now 
extended to mUltiples of ten rupees, and a loan of Rs .. !a00 is not un
common. 

105. The profi't that accrues from this qi8tbandi ·business i& 
enormous; on the ten-rupee loan, for instance, it workS out at 44'44 per 
cent. per annum gross, and after allowing for bad debts and other 
expenses can rarely be less than )l5 per cent. But the burden on the 
debtor is none the less light: for he can obtain as much money as he 
is likely to want, and repay it in small instalments that cause him no' 
trouble. Apart from that, the loan is made to him, and the instalment 
collected from him, at his own door. The popularity of this type of 
loan 'is not surprising. 

106. The Kabuli.-"The Kabuli is so called because he is almost 
invariably a predatory visitor from Afghanistan and the frontier. He 
lends money to the unfortunate poor, either as an operation by itself, 
or tempts his victims into buying his wares, generally cloth. In 
either case, having got them into his toils, he is an usurer of the worst 
type, and is all the more dangerous by reason of his truculence and 
l'eadiness to resort to force." (18) This remark quoted from the evidence 
of the Upper India Chamber of Commerce sums up the general opinion 
regarding these wandering ruffians. They are known indifferently by 
the names Kabuli, Punjabi, Mughal and Agha,' the last being an 
honorific title meaning "master." Their primary business is dealing in 
cloth, but they also make small loans in cash, principally to those who 
find it impossible to borrow money from anybody else. They cajole or 
coerce the villager into buying cloth or taking a loan; in the form;,: 
case they refuse to accept immediate payment, even if it is offered, and 
then go on their way, returning some months later to collect their dues. , 
If the debtor fails to satisfy the Kabuli at once and in full, then the 
gang proceeds to take strong measures. Until a debt is paid, they' 
will picket his house, prevent either him or the other inmates from 
leaving it, compel him to feed them, and intimidate him in every possible 
way. On the slightest provocation they will assault him, for as one 
witness says, the Kabuli's only argument is his cudgel. Recently 
in the· east of the' province they have taken to something like the 
qistbandi syst-em, advancing Rs. 4 or multiples thereof at seed time and 
realizing Rs. 6 at harvest. If the monsy is not paid when demanded 
they charge penal interest at the rate of two pice per rupee per day. 
The villagers hate and fear them, thongh th~y are rarely gtrong enough 

(") Evidence, vol. IV t p. 45. 
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to resist them; one taluqdar has forbidden them to enter his estate and 
made himself responsible for any debt!' due to them by his tenants. 

107. The H arhia.-The ea.stern districts are overrun by gangs of 
wandering usurers from Bihar. These folk are known by the name 
Harhia (also spelt Harha and Haria). They lend money in small sums 
and, acoording to one witness, also deal in cattle. They, like the 

. Ka.buli, lend money: or sell their animals, and after some months return 
to dema.nd payment. Their usual rate of interest works out at 371 per 
cent. for ten months. If payment is delayed, ~heir ha.bit is to sit 
dharna(") at the door of the debtor; in other words, they picket his 
house until he pays. Meantime, they oompeI all their debtors jointly 
to feed them. In short, though they are leBS violent tha~ the Kabulis, 
they are quite lUI troublesome. 

108. The cattle deale,.-Beopari is a name given to wandering cattle 
dealers, They ar.e mentioned as far east as Partabgarh and as far we.t . 
as Meerut. They sell their animals on credit. The price is payable 
in four half-yearly instalments, usually at the rate of Rs. 150 for R~. 100. 
They also make petty loons a.t extortionate rates of interest; for instance, 
for an advance of Re. 75 they will demand a total payment of Re. 150 
in three ho.lf-yearly instalments. 

109. Miscel/aneoIU moneylenders-(l) The Banjara.-Tradition 
holds that the Banjara, were originally the grain-carriers of the Mughal 
armies, and in some parts of the province they are still engaged in the 
carrying trade. In the 8ubmontane tracts, however, they" are grain 
dealers. They are alec the principal moneylenders of the Tarsi and 
Bhabllr . 

. (21 Bellwan.~U is said that in some parts of the Meerut district a 
new cl8B8 of moneylenders h88 arisen, called BehtDari. They are 
butohers by profession, and are much more exacting in their dealings 
than the ordinary moneylender. They too demand repayment in 
instalments: for a loan of Rs. 100 they demand Re. 200 in four half
vearlv instalments of Re. 50 each. with a penal rate of two per cent. 
Per ~lensem if the payment of any instalment is delayed. • 

(3) The phtritDOla.-There is Ito host of travelling pedlars and hawkers 
(-pherilcala) who travel round the villages selling cloth, spices and other 
articles. Though they will accept cash payment, they prefE!!' to sell on. 
credit, partly to suit their customers, plliueipally to enable them to 
charge bigher prices. 

(") The _'ice of aiuin, ..... ie ........- """"'«"' BrahmaDs. and ...... IIJ 
involvee fastmg.-wiLb the iD~'too of addliuR the w.bw with ~ sin 01. • Brahman .. 
hIlt. TI '. a pnelto.. made pN>iobablo b1 tho l'....a Code. 
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(4) Tht;l kha-ndsali, or dealer in sugar, in Rohilkhand is also a money
lender of- great rapacity. His method is to advance to the cultivator II 

sum sufiicie!lt to finance his crop on condition that he receives the juice 
after extraction, at a forward rate which he fixes himself. His rate of 
interest is not exorbitant, but he makes up for it on the price. The 
general effect of the system is t.hat the cultivator hands over all his profits 
to the khandsali in return for the means of subsistence and the working 
capital required to grow the cane. 

(2) The amateurs. 

110. Miscellaneous usurers .-In present conditions moneylending 
;d the only form of nnvestment. which is both profitable and readily avail
able to a villager who possesses surplus funds; lind it is not, therefore, 
surprising tbat the doma.in of the professional moneylender has been 

- invaded by many amateur competitors. There as, firstly, a miscellaneous 
horde of petty Shylocks, who neither neel! nor deserve more than a 
passing mention. Pensioners, both civil and military; temple-priests; 
petty officials, such as patwaris and schoolmasters; estate servants, sucb 
as ziladars; village servants, such 8.jI the Nai; Chamar labourers; Muham
madan /aqirs,----'d.re all referred to as moneylenders .in our reports. We 
hear little of their methods, but we need not doubt that they imitate all 
the ways and works of the professional, and, at times, improve on them. 

111. The agriculturist moneylender.-Most of the mahajan's com
petitore, how&:ver, and those the most important, are drawn from the 
very classes which supply him with the great majomty of his clients. 
The rich landlord lends to the poor -landlord, to hi~ own lind othev> 
people's tenants; the rich tenant lends to his own and other landlords, 
as well as to his fellow-oonants. The methods of these agriculturist 
moneylenders may not differ materially from those of the mahajan in 
such matters as security, the renewal of bonds, the rates and calcula.
tion of interest; but they necessarily regard their operations in a some
what different light. Moneylending to them is not always a mere in· 
vestment:· it ofoon has an ulterior motive, which may be good or may 
be bad. 

112. The zamindar moneylender.-The importance of the landlord 
88 a credit agency varies greatly. In- the first place, over the prr.vince 
as a whole _ the proportion of indebted landlords is not less than 
55 per cent., and the number of landlords who can afford -to lend is, 
therefore, relatively small. Again, out of that number many of the 
wealthiest \!an and do find other investments (or their money. N ever
theleas, it is safe to say that- in every part of the province, a substantial 
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proportion of the total agricultural debt is financed by landlords. It 
18 highest in Sub-Himalaya, West (50 per cent.): over the p~vince as 
a whole it amounts to 40 per cent. of the total debt. 

113. Tran8action~ between landlord and landlord are probably rare. 
If a landl~rd's needs are petty, his self.respect wil! generally prevent him 
from disclosing them to a fellow·landlord. If his needs are large there 
are few landlords capable of supplying them. The landlord who wants 
accommodation will invariably seek it from the professional money. 
lender. When one landlord does . lend to another, they are usually co
sharers 01' close relatives, IIlld the transllCtiQI;l is made rather as a matter 
of friendship than as an investment,-unless, indeed, his ultimate' object 
is to extend hiB landed possessions. 

114. But transactions where tlie lender is a landlord and the bor
rower a tenant of his own 01' somebody else's are common. There are 
landlords who regard it as port of their duty to finance their tenants. 
One important Oudh talllqdar, for instance, makes a practice not only 
of lending freely, to his tenants, but of charging them 'a low rate of 
interest (12 per cent. per annum). U But m~t advances of this kind are a 
pure matter of business; and obviouslyihe most dangerous creditor 
from whom a tenallt can borrow is his own landlord, since the latter 
thereby acquires a double hold over the former. If a tenant pays his 
rent, but not the interest on his debt, a landlord can sue him in a civil 
court. If the tenant pays the 4nterest on his deM, but not his rent, 
the landlord can sue in a revenue court. Worse still, the landlord can, 
if he chooses, credit al\ paymente to the debt and eo keep the tenant 
in arreara with hiB rent, which puts the latter's crops in hiB power by 
d,istraint, and gives him. the right to eiec' him if he pleB8eB. Again, there 
is evidence before us showing> that oceupancy tenants have occasionally 
been compelled to surrender their righta in liquidation of a debt to their 
landlords" There is also one inStance on record from the Basti district. 
where a landlord, being on bad terms with two contumacious tenants 
"'ho refused to pay their renta, compelled them ultimately to ell:ecute 
a promissory note for the amount of tlle auears, thus enabling him to 
pnll'6ed against them either in the revenue or civil court as suited him 
best. The landlord in this particular C8S6 was himself a professional 
moneylender, but the practice is probably no~ uncommon. ' 

115. TM tmant mo"eylender.-Though thirty years ago there 
were possibly stray eases of tenants who lent money, the predioe seemR 
to have become common in comparatively recent times. M all events. 
it is now well estllblished in most parts of the province. The proportion 
of Ille debt finauced by lUIIBnta is often considerable. In BudBWl, for 
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instance, it is put at 48 per cent. of the total, in Rae BareH at 20 per 
cent., and in Bara Banki at 26 per cent. In three villages of the 
Benares district, from which we have had detailed reports, the advanCl8 
is nearly Rs. 27,000, alld 42 per cent. of the total debt. In two Basti 
voillages it amounts to nearly Rs. 5,000, and 33 per cent. of the debt. 
It appears to be rarest in the western districts. Over the province as 
a whole, it amounts to 14 per cent.' of the total debt. 

116. From some points of view the creation of this new class of 
moneylenders is satisfactory. Firstly, it proves that the tenantry have 
unexpectedly large reserves ;(") 8econdly, it proves the existence of 
-resources available for investment, the existence of which had not pre
viously been suspected; thirdly, it means that money which in former 

,days would probably have lain idle, now continues to circulate and to 
work. But there are also drawbacks. If a tenant has money to spare he 
would do better to put it into his own land, or use it for some industrY 
subsidiary to agriculture. As it is, he is at best putting it into somebody 

·else's land, at worst he may be putting it into somebpdy else's lawsuit. 
Most commonly, perhaps, he is using his money to ruin a neighbour. It is 
,the thrifty and skilful tenant who can save money for investment; it is 
, the thrifty and skilful tenant who desires to acquire {and of his own or to 
extend his holding; and land hunger drives him to courses that cannot be 
commended. He will take up a mortgage on some indebted landlord's 
property, in the hope that it will some day come under the hammer and 
'fal1 into his hands; more, we have evidence to show that he will even 
, run into debt h,imself to enable him to take up SUch a mortgage. Or he 
will lend a fellow-tenant money on a usufructuary mortgage of the type 
which becomes effective by a sublease, and thus secure the debtor's fieldso 
for himself for the legal period of three or five years. And, to effect his ob- ' 
ject, he wiJI not hesitate to use every trick of the mahajan'8 trade. In fact, 
after the Kabuli, the tenant in search of land is the most mercil~9 and 
exacting of al1 usurers. The practice does not, as so often al1egeil, 
result in inefficient farming. On the' contrary, since the mortgagee 
is obviously the better man.of the two, the change is often advan~eous 
t'O far as the land itself is concerned. But the advantage is boug-Iat at 
the cost of somebody else's ruin, of much suffering to somebody else's 
family, and often of bitter ill-feeling. Incidentally, the mortgage of aD 

oocupancy holding, except in certain restricted areas, is entirely illegal •• 

117. Most agriculturist moneylenders seem to belong either to the 
Brahman or the Kurmi caste. The former are principally IRndlords, 

r-> These are Dot necessarily derived from a1Ticu1ture. Bee Chapter I. para •. 61-
62 and 67 -68. 



C 57 ) 

the latter principaJIy tenants. 'The Brahman, of course, has a sub
sidiary income, apart from the proceeds of his farm, in the shape of his 
caste and priestly dues; whilst instances are recorded where the capital 
used by Brahman moneylenders has been dnhel'ited from relatives who 
have been successful in other walks of life. The Kurmi is by far .be most 
thrifty and one of the most skilful of &11 cultivating castes. More than 
one report hUll much to say of his good qualities. His own indebtec1neliS 
ia generally small. In the live districts for which we have returns from 
settlement officers as many as 67 per cent. are entirely free from debt.C") 
He generally has money pu~ by at the end of a year. He has his 
ambitions, which are always in the direction of acquiring additionulland. 
It is reported from one registration office in the Basti district where ~he 
Kurmis are particularly swng in number, that of the total sum which 
passes from lender to borrower in a certain tahsil, the Kurmi contributes a 
full half. Other agricultural castes mentioned as lending money are the 
Koiris, Mursos, Ahirs lind Rajputs. The Koiri and Murso are both 
market gllrdening clIstes lind make large profits. The AWr is almost 
as skilful a cultivator BS the Kurmir and generaJIy hilS the advantage of 
& subsidiary occupntion in daU'Y farming. Rajput moneylenders are 
usually landlords. There are many rich Rajputs ·in Oudh, but as, 
thanks to his extravagant habits sud careless cultivation, the Rajput is 
probably the most indebted of all caates, the volume of Rajpllt l\loney. 
lending cannot be large . 

• B.-The link "etween country and town.-Ma,keting agenciel. 
118. The beopari.-By the time when the crops s.re on the threSh. 

ing floor t,he farmer is usually in urgent need of money. Bis agricultural 
. debt is at its highest; his rent is due: quite possibly he has had to 

finance some social function or religious ceremony. . And both his money· 
lender and his landlord are impatiently awaiting payment. Were he to 
ms.rL:et his produce himself he must borrow 8uew to pay the cost of trans
port: and, since he cannot satisfy his creditors till he has himseif sold, 
additional interest would accrue on his (lId debt. As a rule, therefore. 
he prefers to sell on the spot to Q middleman. It is only a well-to-do 
farmer who can offord to wait for his money, or an unusually enter
prising one who. ever tries to market his crops himself. This middle
man is known everywhere 88' the ""t>pllri. He may be a grnin-dealer 
from the nearest mandi. He may be a local trailer or mahajan. Very 
occ&...tonaBy he may be 1he agent of some whole8:lle grain merchnnt. 
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But, as often as not, he is himself a farmer, tenant or smaIi landlorll 
who m8.kes use of his bullock cart in this way to supplement his agricul
tural income. He is then known as a larhiwl\n (cartman). Rurmis, 
who rarely miss an opportunity of making money, are said to be parti
cularly active in this trade. Here, as in the moneylender's business. 
we .jind competition between professional and amateur. . . 

119. The beopan, after examining the heaps of grain and the inevit
able bargaining, settles a price with the farmer. In this he is assisted by 
the tau/a(22) (viIJage weighman), whose business it is to know the quality 
!!-nd quantity of grain that every cUltiyator has to sell. He generally 
pays the full price at once: sometimes, however, he only pays a part 
of it, and the rest after he has himself sold. 

, 120. The beopan is often alleged to be a dishonest scoundrel wh~ 
takes advantage of the rustic's ignorance to cheat him. The allegation, 
no doubt, is sometimes true, but not invariably. The Indian cultivator is 
not always so easily cheated: he knows well enough what price he ought 
to receive, and is quite capable of calculating whether it will pay him 
better to accept· the beopan's offer or to market his grain himself. 
The b'eopan's main advantage lies in the fact that the farmer wanta 
money, and wants it quick. And it is from this that his profit is 
mainly derived, together with .his special knowledge of his busi
ness, which enables him to effect economies which the cultivator would 
fail to secure. 

121. At the beginning of the chapter ·it was poilfted out that there
are few moneyJenders who do not combine some other line of business 
with m{lDeylending. More import.ant, however, than the mere fact 
of combination is the fact that the two lines of business are often inter-, 
connected. At this stage it is advisable to pause and re-examine the 
rural credit agencies from this point of view; for as. our survey p8S8cll 
from country to town the inter-connexion becomes more and more im
portant. 

122. . In this respect the rural credit agencies fall into severa! 
groups.-

(1) C~edit agencies with only one roral line of business, apart from 
agnculture.-This group includes (a) the qiatwala, the aahukar and the
banjara who have other lines of business, but exercise them only in the 
town; (b) the behwari whose second profession is that of butcher; (e) 
the miscellaneous amateur usurers mentioned in para. 110 who all have 
secondary occupations, but none of them connected with trade or com-

CU) A village 8ervant appolD~ by the 2amlndar. He "is generally -8D bonea&: 
JDaD. or at 1eut supposed to be' ao by ahe utllinda, wbo appointe bim." EYideDCe. 
wI. n, p. 265. • 
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merce; (el) the pheriwala who has only one business; (e) most za-mindar 
moneylenders, namely, the richer men who would regard trade of- any
kind as a degrading occupation. 

(2) Agencies with two credit lines of rural busines$.--'The types 
of moneylenders who fali in this group are (a) the village bania, (b) the
Kabuli, (e) the Harhia, (d) the cattle-dealer; all of whom both lend, and 
sell some article or another on credit. 

(3) Agencies that deal in rural credit and urban trade in rural com-
moditiss.-This class cOJ;lSistB oreal the mahajan, (b) the tenant money
lender, (e) some zamindar moneylenders, who Ml follow the trade or 
heopan. -

These cllWlSes, of courl!e, are not absolutely definite. For instance, 
there are, no doubt, tenant moneylenders, who are not also hsopar4, or' 
harllit18 who do not sell bullocks. Nevertheless, it is clear from the 
statement given above that a large majority of all rural credit agencies. 
are engaged in Bome other form of buainess. which itself is either directly 
or indirectly of a rural character. 

123. The arhatia.-Many ot' our witnesses have referred to the
arliatia,(U) but few have described his functions. Moreover, sucb> 
evidence 80S we do possess is conflicting. Yet, 80S he is one of the most 
important links in our chain of credit agencies, it is neressary to discuS!! 
his activities at some length. 

The word arhatia means "commission agent" and all witnes.q.· 
es agree in attributing this character to him. They differ, however, 
respecting the precise nature of the agency. -

(1) The Upper India Chamber of Commerce tell UB that his originar 
function was "commiBBion agen~ in the town of the village mahajan." ( .. )
As such, presnmably, he fulfilled a dual rOle: he would act 80S 
intermediary between mahajan and ,ahukar when the former required 
&nancial a.ssistance, and also sell the mahajan', grain for him. 

(Ia) From Hathra.s, we are told of two kinds of arhatia. The first, 
known 80S kachcha .rhatia, is a mere go-between, whose sole function is
to introduce the beopan to a purcha.ser, and to arrange a bargain between 
them. He never buys on his own account: he is II middleman in the
most literal sense of the word. This manifestly represents a develop
ment of his original function; instead of working for a particular "i4hajart 
or malaajanl, he b80S become independent, and competes with his fellowa
for the beopan', custom, on which he establishes a claim by advancing 
money to him. The second, who is called pakkG arhatia, is a true
l-ommission agent, the a.ccredited local representative of some whole
sale firm in a dist6Ut centre, who buys (and sells) in bis own market OD 

(") AI .. spelt ""i,.. o""'i,.. orloli. 
("') Rnd<nc.oe, ..... IV. p. "-
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that firm's behalf. It follows, of course, that the purchaser to whom 
the first type of arhatia introduces the beopari may be, and no doubt 
<Often is, an arhatia of the second type. The great qifference between the 
two is that the kaahcha arkatia' 8 object is to sell dear, and the pakka 
.aTkatia' 8 object is to buy cheap. This system is obviously clumsy and 
wasteful: there is no possible reason why the beopari should' not deal 
.direct with the pakka arkatia or the local grain dealer. ( .. ) 

(3) 'l'he pakka arkatia is coinmon everywhere; most large whole
sale firms have representatives of the bd in \all principal distributing 
centres. Nor are thea functions confined to mere buying and selling: 
it is they, for. instance, who keep their constituents informed of lIuctus.
"ions of prices. ( •• ) In other trades than grain they never buy on their 
'own account. But the grain arhatia does; or possibly it would be more 
ilorrect to say that the same man is often both dealer on his own account 

.. and agent of some foreign firm. It is this which explains a somewhat 
loose use of the word arkatia found in some of our evidence, as meaning 
the wholesale trade generally. 

(4) Other witnesses describe the arkatia in terms which suggest 
that he is a commission agent for the retail trade. We are told, for 
instance, that retail cloth dealers buy their goods through the arhattas 
,of Bombay and Delhi. In this case the aThatia, as such, holds no stock 
. of goods, but operates solely on thp. account of others. 

As it is important to make clear the position of the arkatia in the 
.general credit system, we now proceed to give a brief account of his 
operations in Hl\thras, where they are most varied. -

124. The beopaN on reaching the market takes his wares to a 
'kackcha arkatia. He proceeds to find him a purchaser, who may be some 
local grain-dealer, or a commission agent. For this purpose, he uses 
the services of a dallal (broker), whose special function is to keep track of ' 
all potential bp.yers and sellers, and to bring them together. BeopaN, 
arhatia, customer and dallal then meet at the arhatia's stl\ll. They 
-proceed to bargain in a curious manner described in one of our reports, (Sf) 
the object of which appears to be to keep the terms secret from the outer 
world. The process is superintended by the dallal. When a bargain 
has at last been struck, the wares are weighed and removed direct to the 
warehouse of the customer. Before this is done, however, certain charges 

(II) The two types of arhati4 are also to be foond in the Bemaree markets and 
doubtless elsewhere. In Bombay, their various duties and re8pODSibilitieIJ have formed 

-th. subject of High Court ruling.. See Pollock and Mulla'. Ind,." Contr.ct Acl (1919) 
pag •• 709 01 loq. . 

(21) When I WBS Director ot Civil Supplies in 1918-19, lOme or the Cawnpore whole
·aale grai.n~de&1ers kept me regularly supplied with information regarding the price. of .n 
the principal grain markets in Upper India. This information was obt.&i.u.ed. usually bl 
wire. from their arluJtia. in those marketoJ. (E. J,.. B. B.) 

("') Evidence, vol. n. p. 266. 



have to be paid, partdy by the beopari, partly by the kachcha aThatia. They 
are described elsewhere; here it will suffice to mention that thougb 
some of them appear to be legitimat~ charges in, the nature of wages or 
tips for services rendered, others, especially the charitable or religious 
charges, seem out of place in a business transaction. The kachcha aTha
tia's"commission is based on the value of the transaction at the rate of 21) 
annas per Es. 100. Ths is not all profit. Apart from certain 
customary payments of the nature of tips, he has to pay the weighman's 
charges, the expenses of his. own stall, ana especially the expenses of 
entertaining his beopari customers. The last is an important matter .• 
Competition is so keen that the broker must u'eat a client well if he i& 
to seoure or retain his custom. He mu~t supply, we are told, comfort
able acoommodation, good drinking water, and tobacco. The expenses. 
therefore, of the aThatia', business are considerable and his profits by no 
means extravagant. 

125. The arhatia as /l oredit /lgency.-We have seen that the beopari 
usually pays the cultivator the full price for his crop at the time when 
he buys it. He is enabled to do this because, when necesssry. the 
arhatia with whom he deals will advance him money and indeed is only 
too anxious to do so, as thereby he is sure of reta.ining the beopari's 
custom. As a further incentive, the interest is generally low. And 
this process involves considerable risk to the arhatia, since there i& 
lit-tie chance of recovering his dues should he require to do so. Thtt 
arllatia also affords credit to the retail trade, in a manner that 'Will best 
be understood from the following example. Writing of the hills, a 
witness 8&ys "The big retail dealers purchase cloth direct from Bombay 
and Delhi . . . . . through arhatias or commission agents. These 
arll4tia.t advance money for the purchase of cloth to the. extent of 
three to four·fifths of the amount purchased . . '. . . Delhi 
arhatias charge arhat or commission at one per cent., Bombay arhatias 
at eigM ,annaa per cent • . • . Interest is charged at 71 per 
cent. by both."(··) In other words, these commission agent& 
are prepared to finance their customers' purchases to the extent 
of 60 to SO per cent. of the cost. Again, the arhatia who is IICting as 
commission agent for some wholesale firm in another centre often alforda 
oredit by purchasing for them with his own funds. . 

126. The arhatia who is in need of funds can obtain them in variou& 
ways. If money is due to him from firms in other marI..-et& in resped 
of goods bought on their account, he obtains his money by means of 
& demand "'ttd, drawn on his debtor. If he needs tempors.ry socomlJlll'ia.. 
tion, he either obtains it from tbe bank on the eecurity of hypothecated 

(") B'PideDee, 1Ol. U, Po.a. Thia rate is \ow : !be ...:aim ..... ia ..... 011, 9 po< ....r:. 
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goods, or from a sarra/ on a hundi, or from one of t,be larger sahukan 
on a promissory note. 

127. In Hapur, Hathras, Agra, Meerut and other grain markets u. 
-.the west, there are arhatias who have specialized in the business of 
agricultural storage in khattis (grain pits), which ij}ey use both as a 
-credit instrument and a means of speculation. The arhatia in his capa" 
.city as a grain dealer or as commission agent for SOlDe outside firm (if he 
happens to be holding stocks for them), places the grain which he pur
-chases in a khatti, and on' the security of that khatti caD obtain an 
-u.dvance from a bank to the extent of 66 per cenli. of the value of the 
grain thus stored, on which he has to pay interest usually at a rate of 7 
"to 7l per cent., or 1 per cent. pver the bank rate. Khatti speculations, 
known by the name of badni ka satta, take the form of conttwlts for 
future ilelivery and are based on fluctuations of price. It is unnecessary 
'here to say more of the system either of "hattis or of khatti speculation, 
"Which will be found fully described in our evidence. (20) 

128. It is obvious, therefore, that the arhatia fulfils a very important 
function in the credit system. It is chiefly he who ensures that as 
$()()n as the harvest is ready for marketing, the price of it flows directly 
.and rapidly into the rural areas, where money is badly wanted, thus 
enabling the cultivator to payoff his dues both to moneylender and 
.landlord. It is he, again, who facilitates the movements of commodities 
either from the producer to the wholesale dealer, or from the wholesale 
dealer to the retail trade, He probably finances 75 per cent. of the 
internal trade of the province. In short, he is a middleman-financier, and 
his importance in that respect has increased 8S banking facilities hllve 
developed. He is no longer dependent solely on lahukars or sarra/8. 
Both joint-stock banks and the Imperial Bank lire now willing t<l 
finance him. It is sllid that in the grain mart of Hapur alone bllnkstl 
,advance over 50 lakhs in the wheat sellSOn to the arhatias. The Cham
'ber of Commerce indeed anticipate for him a still more important future. 
They say that there is a distinct tendency for the arhatia to take the place 
-of the mahajan and the Bahukar, thus shortening the credit Chllin, and 
bringing the sa"af at the top into a relationship only once removed with 
thl! cultivator at the bottom. 

C.-Urb'IJn credit agencies. (1) M oneylender8. 

129. The sahukar.-The sahukar may be described liS a respectable 
moneylender who specializes in the making of cash advllnces against 

(") Evid.""". vol. n, pp. 919-91. (Hapur). EvideD.... vol. II. pp. 269-10 
\Halhras). W. nndentaDd &bat a' preoent banks .... advancing up to 16 per .... to d lbo 

",alne of the grailL 
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the security of immoveable property, both rural and urban. The nature 
of bis rur·al transaction#' has a.lready been des;)ribed; and that account 
may bt. taken as applying also to his urban transactions of the same 
kind. He has also, however, two other lines of b.usiness. Firstly, 
he is ready to lend on a promissory note if he knows his client to be 
respectable and financially sound. Secondly, he lends against the 
security of ornaments. It is he who is partly responsible for the financ
ing of small industries. It is alleged that he is not above charging 
brokerage (nazmna) of \I to 5 per cent. on a loan when he sees 8. favourable 
opportunity: But generally speaking bis transactions are fairly C01\

ducted, thoulj'h his charges are seldom moderate. When he himself 
needs financial assistance, he seeks it from the Barral • 

. 130. The sarra/.-The word 8arra/(") (anciently spelt sbroft) is used 
to designate two different types of credit agency, which, following one 
of our witnesses, we call the "small Barraf" and:the "kothiwal saNal," 
respectively.(Ol) . 

(a) The small Barraf is primarily a bullion broker: his main occupa
tion is to execute orders for ornllIIffints and to advanoe gold or silver to 
I(oldsmiths or other citizens who require it, such all the BenBres tarkash. 
His financial business consists mainly in disoounting, rediscounting, and 
dealing in h!lndiB of all kinds, but he also lends money on promissory 
notes or BarkhatB, on mortgages of urban house property, and on the 
security of silver ornaments. One of his lines of business is the financing 
of small industries such as silk weavers and brasaware manufacturels 
of Benarea. He oc.lasionally reoeives small deposits. 

(b) The kothiwal sarra!. only handle .big business. They deal in 
"!llIdia, IIdvance money to landlords on mortgages of their estates, and 
to traders, small Barral', and ,ahllkar. on promiBBory notes, or against 
goods; but always in large amounts. They do not deal in bullion 88 a 
rule, hut edvanoe money on the security of gold ornaments or jewellery. 
When in need of additional funda they rediscount the h!lndi8 in their 
portfolios with the banks, or accept deposits from selected clients, on 
which they pay interest at rates whidl vary with the demand or the 
_no 

n seems, however, that the functions of the .afTa! are undergoing 
• chanl!8. The /l4fTafi business by itself DO longer pays, es the 
rf'IIult prindpaUy of the competition of joint-stock banks, who are now 
... ~lIing to cIeal direct with approved ~ers: whilst the /l4rral cIeals mostly 

1''1 s .... , Ie aD A .. bic WOld of wbi.h \he lileral m.....m« Ie lIKlIlov-ohau,..-. "hi<II 
_ \he principal ..... pUiaD of \he medioonl ..... t. . 

(ft) The Chamber of Oomm_ b, ..... , _a tile loQi.., .. -t . .. do _ 
olber wi"' ..... The wi"'_ r.om !he lDcome-tu dopartmen\, _ ..... the _ 
ODI1 of \he .....u Hrre/. EvideDoe..,.. IV, P. "' ud '101. m, pp. !168 ud !188 __ 
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with the smaller merchant, who, (so the saTra! himself says), is not now 
as straightforward in his dealings as he used to be. Many sarra/s are 
now looking for fresh line~ of business or investm£'!IL. HOllie are acquir. 
lngreal estate, land or houses; some are taking to commerce, often as 
managing agents' of commercial or industrial firms. 

131. The kothiwal.-It is necessary to mention the kothiwal(a 
word of which the original meaning is warehouseman), though it is less 
the designation of any particular class of credit agency than an honori
fic title to which every prosperous merchant or financier aspires, and is 
applied as such to any firm that deals in money on a suffici&ntly large 
scale, whatever the prruise nature of its dealin~s may be. The Morad. 
abad sahu, whose principal line of business is moneylending on the 
qist system, the Jain hulIion broker of Allahabad, and the Rastogi 
financial magnate of Lucknow are all koMliwals, and their firms are 
kothis. Most kothis, however, are saTra{i kothis. 

132. , Miscellaneous urban moneylenders. (1) The qistwala.-The 
rural qjstbandi system, described above, has been modified to snit urban 
needs. Four new types of loan are reported from Benares: in two cases 
the principal is repayable in monthly instalments of one rupee, in the 
othel' two it is repayable in daily instalments of one anna. The amounts 
are respectively Rs. 16 repayable in 20 monthly or 330 daily instalments: 
and Re. 20 repayable in 25 monthly or 395 daily instalments. Another 
new type has recently been reported from Lucknow, where the instal· 
ment is two pice per rupee advanced per day for 34 days. The monthly 
qists are common amongst small shopkeepers, artizans of all kinds, and 
persons in receipt of fixed wages or salaries, such as government and 
railway servants, and mill employees. The daily qists, which. are <, 

called 'l'ojahi or 'l'ozai, are restricted to the lower classes, ekka drivers, 
hawkers and' pedlars of every kit1d, scavengers and other menialJ.' 
Another form of advance, alsci known as 'l'ozai, common amongs& 
such people, is a loan of a rupee or two taken in the morning and repaid 
at night. 

(2) The pawnbroker.-Our reports indicate that the pawning of 
ornaments as a means of raising money is now rel~tively nncommon iD 
the villages,-partly, it is said, because the poorer classes, who alone 
would be unable to obtain credit without such security, possess few orna
ments: partly hecause a man would not rob his women folk of their jewel. 
lery unless he was in the direst extremity. In the towns it is still frequent. 
Some pawnbrokers working amongst Anglo-Indians and others who 
know English, have assumed high-sounding names such aa "loan 
bureau" or "finance corporation." In some parts of the provinces, 
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pawnbroking seems to have beCome flo speciality of women, especially, 
widows: fo!) instance, in Muzatrarnagar district, out of some 300 pawn
brokers ove!) half were women. They are said to be both shrewd and 
successful, keeping a large margin as cover against bad debts: whilst the. 
purdah system gives them a freedom of access to women borrowers that 
iR denied to men, and also' enables them to preserve the secrecy which 
all respectable women desire in such a matter. 

(8) Financing of small industriss.-It 'has been incidentally uulD

tioned that the ,ahulmr and the sarraf finances a, certain number pf , , 
small industries. Besides those already mentioned, amongst su\lh 
industries are Moradabad prass, Agra shoemaking, some of the 
J,ucknow industries, such as kamdani, 'llardosi and chikan, the Aligarh 
lock industry, and various industries in Allahabad. Others, however, 
neither require nor receive help from the ordinary moneylender, but are 
fiilsn\l6d by traders or industrialists directly -connected with the industry 
itself. The Firozabad glassworkers, for instance, are principally' 
financed by the glass manufacturers of the same place, and the ebony
carvers of N agina are finan\led by the traders who suppiy them with 
their wood. The woodcarving indulltry of Saharanpur is fortunate in 
requiring little or no credit of any kind. . 

(4) Misoellaneous fIlolleylcnders.--In the town, 8S in the country, 
there are many occasional moneylenders, belonging to all BOrtS of castes 
and occupations. Mortgages are said to be popular with these wmrers, 
but they will lend on any security. The total amount of their lendings 
is probably large. 

(2) Banking agencCes. 

133. IlidigenOtI8 banks18 of the old kind.-The distinguishing 
characteristio of a banker, as opposed to a moneylender, is accepted to 
be the J)6C6ipt of deposits. As has been mentioned, many sarra/s will 
take deposits from sel6\lted clients when they themselves are in need 
'>f funds: but these transactions are rather of the naoture of loans than 
of depOsits, since they only occur on the invitation of the sarra/ him
self. There are BOme saTlO/s who accept deposits more readily than 
others: but generally speaking, the sarra! is somewhat averse to this 
iype of business, either because he considers it to be risky or because 
he regards it as damaging to his personal credit. The most enlightened 
is unwilling to recehoe fixed deposits to any large exten~, even going 80 

flU' as to Ii:I: a maxiIqum limit, instead of the minimum limit n8U8lly 
enforced by joint-stock banks. In one case, the limi~ is Re. 6,000. 
Nor, so far as our evidence goes, is it likely that the sarra/ will abandon 
his conservatism in the near future. Nevertheless, the dividing line 
between moneylender and banker mlly conveqiently be drawn where the 
, & 
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8Ulrraf is willing to receive deposits 'wben he needs them. The number 
of Buch sarra!s, or indigenous bankers as they may be called to distin
guish 'them from other so,rrafs, is. estimated to be 237 in eight of the 
fargest towns of the province. The figure, however, is probably 
exaggerated; we would put it at 250 for tbe. whole province. 

134. Modern indigenous banker8.-There are a certain number of 
. indigenous ·bankers who work entirely on modern lines and transact all 
the kinds· of business which the ordinary joint-stock bank transacts; 
t'specially, ·they take deposits both current and fixed, issue pass boob 
lmd cheque books, and cash cheques. They work entirely with their 
own capital and deposits, and if in need of 'tunds, obtain them either 
from other indigenous bankers or, with considerable difficulty, from 
joint-stock banks, who treat .them as ordinary customers, unless they 
bring large business to them. At one time they also suffered consider
able inconvenience because other banks refused to cash their cheques, 
but this difficulty is said to be disappearing as they become better known. 
In any case, it can always be overcome by printing on the cheque the
Dame of the indigenous banker's own clearing agent. 

135. The principal'differences between these private banks and the 
ordinary joint-stock bank are that their management is entirely in the 
hands of a single proprietor or firm of proprietors, and that they publisb 
no balance-sheet. Seven such banks have been brought to our notice. 
Of these, two have their headquarters outside the province; two certainly 
ancl possibly a third, seem to owe their development along modern lines
to their connexion with the army; whilst two of these three are situated' 
in the same pla.ee, at a military cantonment. Of the other four, two are 
situated in the hills. 

136. G()1)ernment treasurer8 as bankeT8.-In small districts 
where no branch of a joint-stock bank exists, it is common for the go'{'~l 
ernment treasurer to run a small bankiug business for the benefit mainly 

. of the government servants stationed in that place. He receives deiOsitlf 
from them, though usually only on .current account; and gives them the 
benefit of a pass book and cheque book, thoudh the cheques, of course, 
have only a local currency. The government treasnrers are themselves
generally indigenous bankers of the 8arra! type. 

137. M ilitaT!f bankers .-The military shroff is a personage weIr 
known to history who, thanks to the readiness with which he lent 
money, has been the innocent cause of many an officer's ruin. (U). 

(IS) Whilst malting some researchea . in the old record. "n the India Office" 
8Om8 years ago, I came across papers relal;ing CO the e&late of aD officer who diflfl lbou' 
1830 owing four lakba. mostly to a Bbmf. The officer w .. a captaiD.-(E. A. H. D.) 

In 1921, I came SCl088 a cue of an officer who was ptI1JlIg ordinary intend 00· 
• loan at 48 per cent.. and penal intere8t at 75 per cent., and in 1922. another cue 01 • 
,.,ung officer who paid Be. !!60 for • loan of Be. ilOO repoyable in a mODth.-(M. L. 8.)0 

><"l. . 251 . N ~t 
40 ·1 
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Nowadays they have developed into bankers, of whom four have come to 
our notice. To some of them, such as the three firms mentioned above; 
their military banking is only a part of their 'business. Others are 
exclusively military bankers, who receive deposits only from the regi-· 
ment to which they are attached, and therefore are similar to the 
government treasurers mentioned above. 

138. The joint-stock banks.-Any bank re.,<YiBtered under the India~ 
Companies Act would be called a joint-stock bank, whatever the parti
cular nature of its business might be. There afe in all 33 registered 
banks doing business in the province with 74 branches and six pay offices. 
Of these, seven have their head offices outside the province, namely ths 
Allahabad Bank, the Central l3ank of India, the"Punjab National Bank. 
the People's Bank of Northern India, the Bank of Bihar, the. Muslim 
Dank of India, and the Bhargava C',ommercial Bank. The rest are 
provincial enterprises, of which the'most important ia the Benaree Bank. 
Eight of these are private limited liability companies, which are not 
bound by law to publish balance-sheets. It is unnecessary to deal 
at any length with their operationt. It is sufficient to say that they 
do oonsiderable business, not only in providing facilities for the accumu
lation of savings but for advances' and financing the movement of 
gooas both within the province and between this and other provinces. 
They are mainly commercial banks, and will not, of course', nndertake 
large commitments on the security of immoveable property; experience 
has proved that type of investment til be thoronghly unsound. The 
fact. however. is mentioned'because we have reason to believe that it 
is often made the subject of a complaint against these banks. There 
is, however, one exception to this rule. In Meerut there is a small 
joint-stock bank which besideS receiving depoeits. dealing in hundiB and 
generally carryihg on the ordinary business of a joint-stock bank. seems 
to specialise in financing industriee and a,."I'iculturists, especially tlie 
latter. on the security of mortga"ae bonds. This bank. we are told, 
has advanced no less than Rs. 35.000 ill a single village on land mort
gages. though. for certain' reasons I!Onnected with recent tenancy legis
lation, the profit on such loans has been 80 much reduced that the bank 
has suspended or greatly reduced this part of its business. I5espit~ 
the uuorthodox nature of its advanoes it seems to be in flourishing condi
tion. and haa recently increased its dividend from 9 to 10 per cent., 
whilst deposits have increased appreciably. A eolliplete liM of the 
banks in the province will be found in an Appendix. 

139. Tile Uti""",. b ... b.-Ouly two exch~"lI banks have bl'llDCbu 
iD &his proTince, both ill Cawnpore. They are the Cheriered :Baak gf 
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India, Australia and China and the National Bank of India. They, ot 
course, mainly devote themselves to the financing of the province's 
foreign trade; but they take rupee deposits, and also to some extent 
utilise their surplus funds in cliscounting inland bilIs. 

140. The Imperial Bank-It is unnecessary to say much of the 
trans8Altions of the premier bank in India. It has, of course, 'enormous 
advantages of its own. It handles all government and local funds, and 
controls the currency chests in every pllWB where it has a branch. This 
facilitates its remittance and inland exchange operations, and enables it 
to keep much smane!' cash.balam:es at its branches than would otherwise 
be necessary. It also enables it to make full use of any funds that ILay 
be spare from time to ~me in short-term investments. We are, how
ever, principally concerned with the question whether it has made 
adequate' use of its facilities. On this there are undoubtedly two 
opinions. All that we need do, however, is to state the principal 
facts ;-

(t) The Imperial Bank advances ;gainst produce to approved com
mission agents and dealers at all pla~es where the baI:lt is established. 
The rates vary from 7 to 7! per cent., and are related to the official bank 
rate: 

(il) It provides finance for the movements of produce from the 
rnandis to the consuming centres, chiefly by purchasing demand drafts 
representing the produce despatched from approved customers. 

(iiI) It also finances the m~vement of produce from distributing 
centres to the ,exporting ports by purchases of drafts and telegraphic 
transfers drawn on port towns. The. bank claims (though some would 
dispute the claim) that its business is put through with rates so low 
that the henefit of free transfer of .funds wnich they possess is to a very' 
great extent passed on to the business community. • . 1\ 

(if) It provides cheap remittance facilities to the exchange and 
other banks engaged in the import trade. . 

(f) It has introduced in recent years a sYstem of loans against gold 
ornaments. The rate of interest is 7 per cent. This' venture has 
proved popular amongst agriculturists in othel' provinces, but, so far, not 
in this. It ia specially interesting since' it brings the top and bottom 
of the credit system into direct contact. 

The number of branches of the Imperial Bank in the province is 
now twenty-four, with seven pay offices. 

D.-Gaoemment credit agencie#. 
141. The co-opeTati~e credit 8ociety.-The present condition of the' 

co-operative movement in the province will be considered at Ipngth in a 
, Jater chapter, which it is neitlier necessary nor desirable to Bntici~ate. 
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It is I!1lt'ficient to _say here that co-operation in this province oompared 
with other provinces has to a large extent failed. We quote a brief 
passage from tbe evidence of Mr. Kbaregat, the present head of the 
department :-"The best organisation for supplying credit to the cultio! 
vlltors is or at least should be the village co-operative society,. which 
charges a lower rate of interest than the moneylendfr and maintains clelllr 
and ppblic II!)counts. Unfortunately, they have not made I!1lt'ficient pre.: 
gress in this direction for a variety of reasons. To some extent, the 
better class of cultivator is frightened by the bogey of joint responsi~ 
bility. The chief reasons, however, are that accounts have not always 
been correctly maintained; that the members hiJ.ve had to put up with Ii 
great deal of personal inconvenience and even indignity; that they 
Ilannot get sufficient money for their requirements; that they have often 
to wait a long time for it; and that they are not educated to the neces
~ity and importance of punctuality in repayments and prefer the more 
acoommodating policy of the moneylender forgetting its ultimate conse
quences. At tbe present time, in a great many CRses, the moneylender 
and the co-operative society flourish 'side by side, the cultivator using 
both to suit his convenience. He obtains part of his finance from the 
society and the rest from the moneylender."(U) In short, co-operation 
has not only been unsuccessful, but to some ex~nt, even jlQsitively 
injurious. 

142. There are in tbe province 70 oo-operative banks witb a working 
capital of over 85 lakhs of which 231lakbs is share capital, 11, Iakl!.s 
constitute tbe reserve and otber funds, 6 lakbs have been bolTOwed from 
sooieties or otherllo-operntive banks, whilst tbe remainder, 44, lakha, 
has been borrowed from others, being princip"lIv li~f ,.""", r"., •• 
private individuals. At present oo-operative banks have few dealings 
with joint-stock banks or the Imperial Bank; and there is no competi
tion between them. Tbe relations between oo-operntive banks and 
indigenous bankers are harmonious; many of these are directors; others 
have placed money in fixed deposit; a few aetas treasurers and them
selves keep the cash balances in current aol'Ount. Indeed. many c0-

operative bnnks depend very largely on tbe support received from in
digenous bankers in one form or another. That. of course, is aU to fue 
good. But obviously there is much to be done before oo-opera.tion can ' 
take.its proper place in fue rura1 credit system._ fact which is all 
the .more important. since we believe that any improvement in- fuat 
system depends' mainly on more and better oo-opera.tion. Fortunately 
past failures are not .Upure Joss; experience keeps • dear school. but 
her lessons are effective. And the department is on ita mettle. . 

(") Bm ....... ...t. w. p. tu. 
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143. GOfJemment.-As a credit agency, government operates in the 
ruml field mainly by means of loans under the Agriculturists Loans Act 
and the Land Improvement I,oans Act" which loaus are known generally 
lBlder the name of taqlLf1i. The question will be fully examined in • 

. later cpapter, and in this case too, little need be said here. In normal 
years the budget provision for such loans averages 121 lakbs. In timeto 
of distress the provision is, of course, much larger; for instance, in ,bta 
two years 1928·29 and 1929·30, the total amount of taqafJi distributed 
(almost entirely under the AgricuJt.urists J"oans Act) amounted to 190 
lakhs. Most witnesses have ilondemned the present system. The prin
cipal complaint is that the money is not distributed till it is too late 
to be of use for the purpose for which it is intended,-a defect which it 
should not be difficult to remedy. Government also assists the agri
culturist in bad times by remissions or suspensions of land revenue, 
which bell,.efit the landlord directly, but as they are conditional on the 
remission or suspension of an equivalent amount of rent, also benefit 
the tenant, The amount remitted in the period mentioned above was 
14 lakhs, and the amount suspended 54 lakbs. One witness has des
cribed suspension of revenue as equivalent to making a temporal) loan 
without interest. A remission, of course, amounts to a free gift. . 

144. The Al¢cultural department also ma.age a large number of 
seed depots where the cultivator can obtain improved types of seed, 
and repay either in cash or kind as he pleases. He can, of course, also 
buy the seed outright. Recently, a new system has been introduced by 
which the cultivator who takes seed can repay in cash as if he had taken 
ta'qafJi to buy it. The principal advantage that the OluItivator derives 

,from these depots lies in the quality of the seed which they supply. 

145· 'Government also operates to a small extent in the industrial 
field. by making loans for the purpose of starting new ar improving existJ, 
ing industries. It has often been argued that such intervention is un· 
justifiable; for if the in~ustry ill likely to be su~ssf?1 '. it could o~taiD 
all the money it wanted in the money market, whIlst if It was not likely 
to· be successful, it ought not to be assisted. There are, however, in
dustries of a pioneer or experimental nature in which no ordinary credit 
agency would risk its money, and which, if successful, may increase the 
country's wealth. It is justifiable for government to render assistance 
in such cases, even if in doing so it takes a risk that no credit agency 
would face. 

146. Summary.-We began this chapter by the statement that 
credit in the United Provinces was devoid of all system; and the 8Ol

count which we have now OOUlpieted proves that statement. Available 



credit resources are broken up in smaU parcels all over the country. 
'The spheres in. which various agencies work overlap. There is little 
or no co-ordination between the various Ilredit agencies, still leBS any 
conscious attempt to produce it. . Nevertheless there is a certain 
coherence between the various parts of this shapeless whole. The chaiu 
of rural credit is in theory unbroken from the producer at the bottom, 
through the vlll"ious grades of moneylentler up to the sarra!. The chain 
of trade credit in respect of rural produce is similarly unbrokE!n froID 
the producer through the beopan, the, arhatia up to the sarra! and the 
bank. But though the rural chain in nbrmal times may ),e strong 
.enough to hold, yet in bad times it contains mlllly weak links that are 
apt ello8ily to break. The resour<l6S of both bania and mahajan are 
emaU and easily exhausted, a,nd when that happens, it is difficult to 
replenish them; whilst the resources of the agriculturist moneylender 
are automatically reduced to a minimum. Both chains suller from 
VosB8ssing too Illllny links: in other words, there are too ~any middle. 
men, some of whom might disappear with adva.ntage. Finally, the 
eystem is far too complicated, m'ljnly because so many of tht' credi~ 
agencies have dua.l functions. 
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APPENDIX. 

List of j.>int-8tock banks in the United Pr{)f)illCeB. 

-
Nou.-Tbe letter H in the Jist below means bead ollicc; the letter F moaDS private 

joint.stock company. 

Agra Bank, Agra.. 

Ajodhya Bank; five branches at Allahabad, Denares, Cawllpore. 
Fyzabad (H), Luc!rnow. 

Allahabad Bank; 26 branches at Agra, Allahabad (:l), Banda, 
Bareilly, Benares, Cawnpore (2), Chandausi, Dehra Dun, 
Fyzabad, Gorakhpur, Hapur, Hathras, Jhansi, Luck

,now (3), Meerut, Moradabad, Mussoorie, Muttra, Naini 
Tal, Rae Bareli, Shahjahanpur, Sitapur; and four pay 
offices at Deoband, Etawah, Ghaziabad and Hardoi. 

Allahabad Trading and Banking Corporation, Allahabad. 
Aman~-aman Bank, Gorakhpur (P). 
Banking and Ornament Manufacturing Company, Meerut (P) 
Banking and Trading Union,--Gorakhpur (P). 
Bank of Bihar, Bankipore; branch at Benares. 

Bareilly Corpor~tjon, Bareilly. 
Benares Bank; three branches at Agra, Benares (H), Saharanpur. 

Bhargava Commercial Bank, Jubbulpore; branch at Agra.' 
Byopar Sahayak Dank; three branches at Hapur, Mee,rut (H) 

Muzaft'amagar. 

Central Bank of India, Bombay; three branches at Hapur, Luck-
now (2), and two opt-agencies at Hardoi and Bara Banki. 

Co.operative Towu Bank, Sultanpur .. 

Din Shah and Company, bankers, Lncknow (P). 

Gorakhpur City Bank, Gorakhpur (P). 
Imperial Bank; 24 branches at Agra, Aligarh, Allahabad. 

Bareilly, Benares, Bulandshahr, Cawnpore, Dehra Dun, 
Etawah, Farmkhabad, Fyzabad, Gorakhpnr, Hathra~. 
Jhansi, Lucknow, Meerut, Mirzapnr, Moradabad, MilS
aoorie, Muttra, Muzaft'arnagar, Naini Tal, Saharanpur. 
Bitapur; and seven pay offices at Amroha, Beuaree city. 
Cawnpore city, Ghaziabad, Hapm, Khurja, Lakbimpur. 
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Indian Banking Co., Meerut (Pl; 
Lucknow National Bank, Lucknow. 
Meerut Bank, Meerut. 
Mofassil Bank; two branches at Basti and Gorakhpur (E). 
Muslim Bank of India, Lahore; two branches at Agra ani Cawn-• pore. 
Muzaffa.rnagar Bank, Mnzaffamagar. 
Naini Tal Bank, N,ini Tal. 
Ondh COlIlIllercial Bank; two branches at Cawnpore and Fyz

abad (R). 

People's Bank of India, Lahore; two branches at Cawnpore anel 
Lucknow. 

l'unjab National Bank, Lahore; three branches at Allahabad. 
Cawnpore and Meerut. 

Radha Swami General Assuram:e Bank, Agra. c, 
Seth Narayan Bank, Jalessr. 
Sbankar Banking and Trading Co., Basti (P) 

Superior Bank, Muzl\/tarnagsr. 

Trading and Banking EO!lst. Lncknow. 
Unaa C!lmmercial Bank. Unaa. 
U. P. Trading Bank. Chundausi (Pi. 
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PART II. 

AGRICULTURAL DEBT AND CREDIT. 

CHAPTER IV. 

THE PRESENT SITUATItlN IN RESPECT OF·PRODUCTION. , 
A .-Caus.es, nature and distribution of debt. 

147. The inefJitability of agricultural qebt.-In popular OpinIOn 
agricultural debt is often regarded as something to be deplored, or even 
reprobated. Yet in no country in the world can agriculture entirely 
dispense with credit, or entirely avoid ~ebt. AgricultUre is an industry. 
Like any other industrialist, the farmer who wants to increase his 
assets,-to acquire additional land or live-stock, to erect a farm building; 
or to make a well or embankment---, must generally borrow the fixed 
eapital that he requires for the purpose. Again, like any other indus-· 
triaIist the farmer must borrow working capital to meet his current 
cequirements; indeed, his need is greater than that of-most industrialists, 
·since he must spend money for months on end before he receives any 
return. He must buy his seed and his manure, he must obtain cash to 
tJay his labourers' wages, to feed and. clothe himself and bis family. When 
the harvest is reaped, and his crops are sold, he will pay his tradesmen, 
and cove>: his bank overdraft; and he will begin the process all over again 
next year. It is only a wealthy farmer who can work without credit, 
and in any country wealthy farmers are rare. Agricultural debt, there
fore, is no more deplorable than any other kind of productive debt; on 
the' contrary, except in the most favourable circumstances, it is every
where and always, inevitable. And the Indian farmer can no more 
avoid incurring it than ea.n any other farmer in any other country . 

• 148. Difference between agriculture and other industries.-There 
are, however, certain ·important differences between agriculture and 
{lther productive industries, which lie at the root of agricultural finance. 
Firstly, since a farm is a proprietary or lea~hold concern, the credit 
available for that concern is limited to the credit of one man or one 
family. Secondly, the farmer's priricipal need is of fixed capital to finance 
the expansion or improvement of his farm, and that involves long-term 
credit, since such expenditure cannot possibly be repaid from the pro
reeds of II Bingle crop, or even of several cropa. D~, thirdly, the only 
long-term security which the farmer usually has to offer is the farm 
itself. And that fact debars him from drawing for his requirements of 
iixetl capital on the savings of the community at large; for the banb 
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which hold them must deal in short-term money and fluid seCurities
Any bank ready to lend long-term money on security 80 rigid 8S Ii land 
mortgage is courting diasster, as experience has proved more than once_ 
"The farmer, therefore, has to rely for help on the private moneylender, 
on the State, or the co-operative society. But neither Stllte aid nor 
1IOCiety's aid, for various reasons, is popular; and for all practical pur
poses, the measure of agricultural credit is the amount which one man 
-can induce one. other man to lend .. 

149. AgriculturallUsets atJailable as 8ecurity. lOT debt (a) other than 
Jand.-Another disability from which the Indian farmer suffers is the 
-tIimsineBB of the security which he can offer for his borrowings. 

(1) Ris cattle, both draught and milch animals, are good security_ 
But, unless they are partidblarly 'Valuable, the cultivator always prefers 
to sell them outright ro.ther than borrow money on them. The securing 
-of debt on cattle is uncommon, except, perhaps, in the western districts; 
though· occasionally a debtor holds a lien on an unborn calf, that 
practice is Illso mre. 

(2) The ,tanding or future crop is a vanishing asset, suitable to 
aecnre only the shortest of shorl-term loans; moreover, a farmer can 
l"il.rely dord to pledge it for a single debt, since it is the source from 
which he must repay all his debts, including his rent. 

(3) He can pawn various mOtJooble poaseasions,-his &I!1"icultnral 
gear, his household pots and pans, or the ornaments of liis women folk. 
But of these the first two will only fetch a few rupees, nor can he de 
without either for mOTe than a few daY!' at a time. As for ornaments, 
only the higher castes possess any considerable quantity; and no caate, 
1l0t even the lowest, would adopt this expedient except in the las' 
resort. (') , 

(4) A possible security for debt is personal s)rflke; and thallks to 
the great demand for agricultural labourers amongst the higher castes, 
such security is valuable. It is, however, uncommon. (') 

(5) Another asset I10metimea available to a farmer as security i! 
the iajltlani, the nature of which has been explained in a fnrmer 
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chapter:(') A iaimani is heritable and transferable, and we have ow 
record many cases where it has actually been mortgaged. Its use B8 

security, howevel', is limited to the case where debtor and creditor ar. 
both of the same caste. 

(6) Some tenauts and many landlords possess fruit trees; and they, 
too, are frequen~y mortgaged. When the mortgage is on a usufructuary 
basis the mortgagee takes the fruit in lieu of interest. 

(7) A farmer's house property usually consists of a mud hut with 
a roof of thatch or cheap tiles; only if he is relatively well-to-do will he 
pOssess a more substantial building. The tenant's house, moreover, i& 
not his own. It 'belongs to the landlord and goes with the.holding, 
and cannot be mortgaged or alienated. E'Ulen a landlord's house is of 
little use to a creditor. In a village, as 'one witness justly remarks, 
.. everyone has his own house and does not require another, and the . 
sahukar cannot derive any benefit from hitting it or selling if'; ana 
the securing of agricultural debt on house property is uncommon. 

150. Of this variegated collection of assets the first four are suitable 
security for short-tem loans ,alone, and none of them are freely or 
universally used. The last three are snitable for long-term debt, but 
one of them is seldom, if ever, used, whilst the other two can only be 
used in special circumstances. And, in practice, whatever the asset 
(apart from land), on which a loan has been nominally secured, it 
remains true that the creditor's real security is his client's reputation 
for honesty and,punctual payment.(') 

151. (b) Land mortgages.-There remains the farmer's principal 
asset, his land. Ever since rights on land have been settled and land 
has ~uired a selling value, the most common form of long-term credit 
throughout India has been based on land mortgage. It is available, cr.. 
course, only to landlords ~nd to a certain special class of tenants whose 
right is transferable,-the perm!l-nent tenure-holder and fixed-rate 
tenant in districts undel' permanent settlement, and the occupancy tenant 
in the Bingle pargana of Kaswar Raja in the Benares district. 

152. Two kinds of mortgage are found in the province, the simple
and the usufructuary. Both are in themselves unobjectionable, but 
both are commonly used to the detriment of the debtor. 

(i) A simple mortgage is usually made.repayable after a fixed term, 
which varies, as a rule, between six months and five yearS, and rarely 

(.) Chop. n, p..... 78-79. 
(') See Chapter m, pan. 96. 
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exceeds the higher figure. But the creditor by compounding the interest nt 
regular intervals and by refusing to accept repayment in instalments, 

. makes redemption difficult even if thl! debtor {}esires to redeem; and 
most landlords are bad payers. The term passes, but the creditor alIows 
the debt to run on until it exceeds the valu!! of the land. Then before 
the statutory period of limitation (twelve years)' expires he puts the 
debtor in court, obtains a decree and forces the sale of the property. 
Since he can bid up to the amount ot the debt without spending fresh 
money, he can always defeat other competitors; for no other would 
bid above the real value. And he thus secures the land, which was 
probably his intention from the beginning. 

(it) So long as the rents and profits of the land transferred arc 
taken as equivalent to the debt charges, both interest and sinking fund, 
a usufructuary mortgage forms an ideal security, since it provides for 
the automatic redemption of the mortgage. In this province, however, 
the profits are invariably taken as equivalent only to interest, and some
times only to a part of the interest. In such circumstances the mort
gage continues indefinitely, and reqemption is impossible unless the' 
debtor possesses ot,her resources. In many cases his only hope is to 
borrow fresh money to redeem the mortgage; but that, as a rule, merely 
means the substitution of a new mortgage in place of the old. The 
most dangerous form of usufructuary' mortgage is known as bai b'il w4fa 
or conditional sale, by which, if the debtor fails to tedeem the mortgag8 
at a fixed date, the land becomes the absolute property of the mort
gagee, who hllll only to obtain a declaration from the court to secure it. 
Instances of such mortgages, however, are uncommon; for no landlord 
will agree to execute such a deed except in the last reSOl't. U sufructua.ry 
mortgages seldom have a fixed term; the period of Jimitation is 60 years. 

153. Sublea8es.-With tqe exception of the privileged tenants men
tioned above no tenant's rigbt is transferable, and no holding can be 
legoJly mortgaged. Bat ,both the occupancy and the statutory tenant 
have 11 limited right of sublett,jng: the former may sublet for a period of 
five years, the latter for a period of three,-in both cases, provided 
he ,himself haa previously cultivated the land in question for a similar 
period. And tenants use subleases as a substitut~ for usufructuary 
mortgages. The mortga.,"8e, in the rOle of subtenant, bikes over the 
land, pays the landlord's rent, 'and either cultivates it or re-lets it to 
eomebody else, very often to the mo~ himself, at a competitive 
rent. The usufruct consists in the first case of the net profit, in the . 
_d of the difference between the two rents; in either case it is 
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appropriated to:wards the interest on the loan. Such a" transfer is entirely 
illegal, rendering both parties liable to ejectment by the landlord; to the
debtor it is also highly unprofitable. Since the nsufruct is set again.' 

_ f he interest only, the debt at the end of the sublease stands where it dill 
at the beginning. The tenant is prevented by law from suhletting the
sallle land a second "time, until he has cultivated it himself for severllt
years. At the end of the sublEiase, therefore, he must redeem the debt 
or his creditor wil'l obtain a money decree against him, and force a sale 
of his effects. (S) But with a diminished holding, redemption is difficult ~ 
and the end is often relinquishment of the land by the debtor and it~ 
lease by the landlord to the creditor. For the change is to the landlord',; 
advantage: he gets a better tenant for a worse; he can charge him .. 
higher rent since the lease is new, whilst if the debtor held a right of 
occupancy, that right determines. 

154. The illegality of these transactions makes it necessary tIt 
keep them secret, and it is accordingly impossible to discover whether 
they are numerous or not. Opinion on the subject differs greatly. The 
following considerations are relevant. 

(1) No strong landlord, who prefers to choose the cultivators of 
his land for himself, would tolerate I!I1ch a transfer. 

(2) No peasant-proprietor who cultivates a holding as tenant of a 
(ellow-proprietor, in addition to land of his own, would ever mortgage
the former whilst he had any of the latter to mortgage; for the considera
tion money in tjle latter case would be much greater than in the former. 

(3) From the point of view of .the moneylender the decisive con
siderations are (a) the rent payable on the land sublet, (b) the period' 
of the sublease. If that rent is high then the margin available for profit, 
whether he cultivates the laud himself or re-Iets it to auother, will b ... 
too small to attract him, especially if the period of the sublease is al8()o 
short; and that, in effect, debars all statutory tenauts from carrying out 
such transfers, for both in Oudh and Agra their rents are relatively 
high,(I) and in Agra the period is also only three years. The occu
pancy rent, on the other hand, is low, whilst the period is five years. 

('] Such transactions form the subject of two doeoment8. a bond which mention. 
the delJt but not the transfer. and a BOblease which mentions the tnmafer but DOt the deM. 
A Jawsuit. ~ C01ll'Be, would be brought: on tho baaie of the bond without refereDoe to the 

luLleue. 

(.) In AgrOt however I the margin will increase as time pasaee, since enhaneelDftl\, 
is possible only a\ .he ODd of twen'y yeaR. 
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rn practice, therefore, only occupancy tenants can enter into such 
transactions. In one case from Muttra the rent charged by the mort
~agee was Rs. IS-8-0 per acre as against the landlord's rent of Rs. 6~8-0, 
with the result that in four years his "interest" amounted to Rs. S08 
on a debt of Re. 225. Considering all the difficulties in the way 
of these transfers we may conclude, in agreement with' some of our 
most experienoed witnesses, that the practice is, on the whole, uncom
mon. Stray instances are recorded from many districts, but they are 
never numerous. 

155. Misu88 oj land mortgages as security.-In practice, therefore, 
the agriculturist has only two forms of security ,-personal security for 
working capital and land mortgage for :fixed capita\. Of these the former 
is not always, the latte~ is hardly ever, used to cover productive borrow
ings. A land mortgage is usually executed when some unsecured debt has. 
become larger than the lender considers desirable, or else it serves to se
cure borrowing for some unproductive purpose which often has no relation 
whatever to agriculture. For in common parlance the term "agricultural 
debt" is used as including all debt, of whatever kind, that is incurred by 
an agriculturist. It includes, for instance, both a loan to build a well 
Bnd a loan for a marriage c~remony, borrowings for the purchase of seed 
and cattle, and borrowings for food or for the payment of rent. It is 
important to avoid this confusion. A very considerable proportion of all' 
"agricultural" debt is non-agricultural in character; and, if that were" 
lot 80; then agricultnrn.! indebtedness in this province would be a matter 
If much less consequence than it is. "The really important point is not the" 
~ature and extent of credit for agriculturn.! purposes or productive uses, 
~ut the nature and extent of credit for those unproductive and non-agricul
lUra.! purposes which constitute the majority of objects of borrowings in 
[ndia. And it is in this sense that indebtedness is a curse to the 
~ountry. "(') 

156. Volume of debt secured OIl land mortgages.-The materiel 
on which we have based our estimate ¢ land mortgage debt and the 
nlethod of calculation are both described in Appendix I, para
graphs 1 to 4.. The total :figure amounts to 70 crores of which 
Ul crores is the value of simple mortga.,O'E's and 95~ the value of usufruc
'uary mortga,,"l!s. The hurden per cultivated acre is Rs. 20, of which 
Rs. IS represents "simple mOl'!ga,,"8S and Ra. 7 usufructuary mortga"ae;o; 
tits laUer :figure compares favourably with the Punjab where, as the-



result of a detailed inquiry carried out in 1920 the total value of usufruc
tuary mortgages was found to be 35 crores,-an average of Rs. 12 per 
cultivated acre. (8) As the consideration money for a Jand mortgage is 
often as high as Rs. 200 per bigha, it is obvious that the amount of 
long-term credit which can be based on land is fa.r from being exhausted. 
When, however, it is remembered that much of this long-term credit 
is being wasted on unproductive purposes, the figure can only be regarded 
as undesirably high. 

157. Variations in the use of land mortgages as security tor debt.
As has already been explained, the Registration department's records 
do not distinguish between mortgages of land and mortgages of other 
property. We have, therefore, no definite information to show whether 
the number and value of land' mortgages is increasing or not; and oUr 
witnesses, who were asked for an opinion on the subject, differed greatly. 

, We have been supplied with figures showing the total number of mort
gages registered during the twelve years 1917 to 1928 and their aggregate 
value. These are reproduced in Appendix I, Table Ill. The figvres 
for the first two years are probably misleading, for thougq the number of 
mortgages is not much below the average number for the whole period, 
the value is lower than the average by about a crore and a half in each 
year. Excluding these two years, the average number of mortgages per 
annum during the period 1919 to 1928 is 107,156 and the average value 
:Ra. 7,40,46,000. The number_ of mortgages has only been exceeded in 
four years, namely, 1919 to 1921. and 1926. The average value has 
been exceeded ill 1919, 1!J22 and 1924 io 1926. In 1927 and 1928 both 
the number of· mortgages and their value are much below average. 
Assuming, therefore, that the proportion between land mortgages and 
other mortgages is reasonably constant, there is no reason to suppose 
that the former are at present increasing. The figure of value was 
at its highest in 1926 (783 lakhs); in 1928, it was 726t lakhs. 

158. General causes of agricultural indebtedness.-The principal 
eoonomic features of the province have been fully described in a previous 
~hapter. We here recapitUlate briefly those which have a special bear
ina on the present state of agricultural indebtedness. 

" (1) The province is peculiarly liable to c1itnatic vicissitudes, and 
peculiarly susceptible to their results. Agricultural prosper~ty seldo~ ~ 
mains unbroken for long. Allowing for the fact that agranan calamities 
rarely affect the entire province at once, it can be said that, in any give.n 
part of the province, out of fifteen years three are bad and one IS 

indjfferent. 

(') Agricultura1 Commis8ion', Report: page 418. 
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(2) Oyer 76 per cent. of the population depends on agriculture' for a 
living. The density is great, and, outside the hill tra.cts, the pressure of' 
man oli the soil is everywhere heavy. and in SOIne places intolerable; 

f
Migration does something to relieve that pressure, but urban industry 
i, s not yet sufficiently developed to draw off any considerable pal't of the 
urplus popUlation from the country to the town. ' 

(3) The average holding is small. A certain number are large enough 
Ito enable' the farmer to live in reasonable comfort and to store up in 
Igood years reserves with which he may'tide over a period of distress. A 
large number of holdings are too smaIl to support a cultivator and 
his family, unless he possesll6s some subsidiary source of income. Most 
boldings, however, ars of such a size that the cuJtivator can make both 
ends meet, but only in good years and by unremitting toil. ' For a 
majority of the peasantry of this province life is a constant struggle be
, tweeu a crop and a crop; though for an appreciable number the severity 
of this struggle is mitigated by the possession of a subsidillry source of 
income. 

(4) There is ijttle spare culturable.land to come under the plough, and 
little chance, therefore, of easing the present situation by an extension of 
cultivation. The greatest hope of intprovement lies in BOme form of in
tensive cultivation. 

(5) During the lo.st thirty years and more, "the maintenance of the 
law and order, the defining and recording of rights in land, the continu
OU8 reduction in the proportion bome by the land revenue demand to the 
produce, the rise in the value of that produce and the growth of tranafer
able rights in land have all contributed to enhance the credlt of the land
holder. "(") We have evidence, which will be discussed elsewhere, that 
the moat recent rent and revenue legislation in this province }II~S, to 
lIOIIle extent, diminished the landJord's credit, partly by reducing 
the value of land, partly by strengthening the position of the tenant; bu~ 
this general proposition, as laid down by the Royal Commission on 
'''l!Ticllllllre, is still true 

(6) The same causes which have enhanced the cultivator's credit 
have also to some extent enhanced his material prosperity. This lB 
proved partJy by a progIessive increase in~e number and value of his 
possession. BUch 88 cattle and other animals, ploughs snd carts; partJy 
hy the spread of moneylending as a subsidiary occupation amongst cnlti
\'IItUl'8. a fact of which our witnesses have milch to say.(II) 

('I Agri<ulluRi c..mmiuioD·1 Report. _ 4:1:1. TIle ,,'U'd " •• ndW>lder" .. be", 
.1OOd iDcIud.. both __ ....t ""' ... " 

('.) Quinquennial stu., et"l'lau. ftt.urn8 bear o"ideDee to tM increase in ID&Iieritl 
~.. The 1 .. , wu ia 1996. 'l'be muma ftf &he ~ IfteD.tly ~ in January. 
1Il:10 lb.,," • _ ... bal D<Il .. __ ad ......... mighl loa .. "- upeoI«I alter 
, .... bad,...... ' 

~ 
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, (7) But whilst his credit has been increasing the cuItivatol'remal!!!I' 
~ot only illiterate, but in the broadest sense uneducated. He not only
J5 unable to, keep accounts, but does not understand the advantage of 
keeping ~hem. He does not realise the importance of equating expendi
ture to mcome. Meantime, he has to fulfil many religious and social, 
obligations, to observe various' feasts and festivals, to carry out variolls, 
rites and ceremonies, all of which involve expenditure. He is the slave
of custom, and must obey the decrees of custom in such matters. And' 
h is standard of living is extremely low. 

159. Such is the economic situation of the cultivator of this prov:nee" 
a situation of which indebtedness should be the inevitable result. Every
thing is against him. Because he is a cultivator he must borrow to Sfcure
his orop. Because his holding is small and has to support more persons 
than it can feed, he must increase his borrowing to keep those person .. 
alive whilst the crop is in the ground. His caste and his religion camp",l 
bim to borrow a third time to meet the cost of customary festival or' 
customary ceremony. As his debt grows repayment of it grows mal? 
and more difficult,-untii at last some calamity carnes upon him. 

-repayment becomes impossible, and he sinks into a state of chronic,.. 
indebtedness, from which death alone can release him. But as we
have seen in an earlier chapter, if death releases him from debt it will 
not, if he is a Hindu, release his heirs. Ancestral debt forms an important 
part of the total vo'ume of agricultural indebtedness. It is also a tyl)P-' 
of debt from which, in practice, the peasant finds it peculiarly difficulVto· 
free himself eff~tively. , ' 

,.. J 

160. Objects of agricultural borrotcing.-The cultivator b3-"I'ows fot 
r.umerous purposes; our questionnaire mentioned fifteen antr our wit.} 
nesses have added a good many more. The purposes of borrowing vaT)\' 
considerably in their importance. For instance, agricultural implemen~ 
are of a primitive kind and extremely cheap; we are told that Rs. Ii? 
will buy a complete set. Borrowing for agricultural implements, therl" 
fore, is almost unknown. Similarly, the peasant rarely purchase. 
manure whether in cash or on credit; all the manure that 
he requires comes from his own refuse heap and fa~yard, 
It is only the cultivator who ·specialises in market gardening or the
cultivation of potatoes, fruit or flowers that ever borrows money to 
purchase superior fertilizers.(ll) Borrowing to finance litigation or t~ 
repay old debt or accumulated interest only ocCurs occasionally; thou!!,h 
the sums involved are usually large. Finally, borrowing of fixed capi
tal to make any sort of improvement, which usually takE'S the form of 3 

--r'fMaiiiir8;;-a1so purch •••• Cforth. potato crop in Farrukh.biid. 
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well, is )ilTy \lncommon. A single tenant can rarely afford the expense, 
whilst his fields are generally IlQ scattered that it is impossible for him . 
.;0 to site a well as to benefit any large part of his holding; and, when 
tenal\ts dll build welia, severa.! usually share the coat,. and rarely borrow 
tor the. purpose. Landlords ocoasionally, though far too rarely, make 
improvements; but the type of landlord who would do. ~o seldom needs 
to borrow. 

161. The most common objects of borrowing are :-(1) the purchase . 
of seed, plough cattle and milch cattle, and the payment of labourers' 
wages; (2) the purchase of food, cloth and other domestic necessities; 
(3) the payment of land revenue or rent; and (4) the financing of some· 
social or religious function or ceremony. 

162. Agricultural debtor's oalendar.-The best method of realis
ing the relative importance of these various causes of debt is to follow· 
the cultivator round his agriCUltural caJendar. 

163. Before the rains break he must provide himself with plough 
cattle. Vlhether he will need to borrow for this purpose or not will 
depend almost entirely on the sUPl>ly of fodder. Where it is plentiful· 
he will usually have kept his animals and need not borrow at all; bu' 
",here fodder is scorce, the farmer usually sells his animals as soon ns. 
he can do without them, and purchases afresh in June. The result is 
that borrowing [or cattle varies greatly in volume in different parts of 
the province. Generally speaking, expenditure on cattle is greatest in 
th. east and least in the west. It slso varies greatly from tim\! te 
sime, for, should the monsoon fail, the consequent shortage of fodder will 
drive cultivators to sell their anunals, who normally would not have done 
010. 

164. From the end of June to the middle of September the farmer 
seldom finds it necessary to borrow. He is busily engaged in preliminary 
ploughing for the next Nbi and in ploughing, sowiug, weeding, and 
haaing his khariJ fields. But klaari/ seed is cheap, and he h!18 still sufti-
dent spRre cash or grain to pay his labourers. • 

165. From the middle of September to the middle of November is 
the busi~st period of the entire year, during which the kltaril is harvested. 
with the exception of the late rice; and the mbi fields are ploughed and 
sowu. And the C'nltivator's debt begins to grow. By the middle of 
September his stock of food runs short, and he must borrow grain lor 
his own food and his labourers' wages. He must borrow his mbi Beetl; 
finally. towards the end of the period he must borrow to pay the ,,"",;, 
instalment of rent, for very little of the kMriJ crop is sold, being ~ 
for food, and he is consequently short of ash. . 
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166. From the middle of November till the middle of March the 
farmer has heavy e~pen~s to meet. The late rice is being harvested; 
th~ sugarcane ?I"0P IS bemg cut and crushed. The rabi crop must re
ceive one watermg, and, unless the winter rains are peculiarly favourable 
a second and possibly a third. At first there will be little need for th~ 
farmer to borrow, for his khan! grain will probably carry him through till 
the end of January; but his stocks will then be exhausted, and he must 
once more borrow to keep himself, his family, and hiB labourers alive. 

167. Harvesting operations begin about the middle of March and 
end before the middle of May, and the farmer now begins to reap the 
reward of his labour. For a while he must still borrow money and grain 
for foodand wages, but most of hia borrowings will be unproductive. He 
may have to finance a daughter's wedding, for the marriage season is 
in full swing at this time; he will certainly secure a few rupees, a certain 
amount of better grain than he usnally eats, and a few luxuries, to enable 
!lim to enjoy the Holi festival. Finally, he will sell his produce, and, 
with the proceeds, pay oli his short-term debt, his rent, aM, if he is 
lucky, at leaat a part of the interest on his long-term debt, too. 

168. Distribution of agricultural debt according to ob;ectB.-The 
nature of the figures on which we have based our estimates of distribution 
of agriCUltural debt according to the objects on which it is incurred are 
fully described and criticized in Appendix I, where the method of framing 
the estimates has also been explained. On the basis of these figures 
the total debt is distributed over the province 88 a whole in the propor
tions 30 productive, 34 unavoidable, and 36 unproductive. The debt 
dassed as unavoidable, however, has alI been spent on agricultural 
purposes; so that the total agricultural debt amonnts to 64 per cent. 
The figures also show clearly the relative ·finportance of those 
economic factors which are mainly responsible for the present 
state of agricultural indebtedness. Of the total debt 30 per 
cent. is due to the needs of the cultivator's industry, 34 per cent. is due 
directly and defiru.tely to his poverty, and 36 per cent. is due to the social. 
religious or legal customs by which he is bound. The results are striking; 
there can no longer be any doubt of the principal defects in the presen' 
economic situation of the peasant. And if the provincial figures poin' 
out the defects, a comparison with the co-operative figures suggest one 
possible retnedy. The co-operative percentages ~e 47 producti~e, 87 
nnavoidable and 16 unproductive. Xu other words, the peasant who if a 
member of a co-operstive credit society, though not better oli tbatl others, 
has learnt the wisdom of spending a good deal more on produotive and 
good deal le88 on unproductive purposes. Poesibly it would be more 
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correot to say that, since co-operative credit is strictly controlied,hro ia 
compelled to be wise, whet~er he w\luld or no. 

• 169. Classification of auricultural debt by periods.-Stl'ictly speak
ing, a 10m should not be classed as long-term unless, at the time wben 
ii· was made, it was aweed between the parties tbat its recovery sbould 
Actulllly be spread over a long-term. But in that Cllse, !Iebt would be long
term or short-term according as it WIIS or WIIS not secured on II land mort
gage, which is a 'clllssification of no particular importance; for this is the 
only eaSEl in which a long term of repayment is ever fixed, and in the case 
of other debt, eitber a short Pllliiod is fixed or none at all. We propose 
accordingly to base our classification not on the period in which debt is 
repayable, but on the period in which it ought to be repaid. The 
material available for this purpose bas been described in Appendix J. 

170. . In the past economic and financial experts bave been content 
to sub-divide credit and debt on the basis of duration into two c!asses, 
long-term and ahort-term. But in more recent times it bas been re
cognized that there is a third class, which cannot be strictly regarded as 
eitller long-term or short-term, but lies between the two. To this clllSB 
the nama "intermediate" has been attached.(") In the United States 
of America special machinery was introduced by the Agricultural Credits 
Aot of 1923 to handle sucb finance, in the sbllpe of National agricultural 
crellit corporations and Federal intermediate credit banks, botb of which 
advlIDce oredit on the security of farm produce and live-stock, for a 
period that mlly not exceed three years. It is not our purpose to suggest 
the creation of such organisations: the task of credit reconstruction is 
q llita sufficiently difficult without introducing this refinement. N ever
thaless, the distinction is convenient, for it t!nables us to classify separate
ly cert.ain kinds of debt, which are rarely repaid, or even repayable, in the 
longest period that can suitably be described as "short," i.Il., one year: 
bllt usually lire, and certainly ought to be, repaid within three yt!arB. 

171. Distribution of agricultural debt by periods.-As explaineo 
in Appendix I, our exllmination Of the distribution of debt by periods i~ 
oosed on 331 lakhs of classified deM extracted from our survey reportR 
alld the evidence of various witnesses. It is necessary, too, to make it 
clear that these figures, partly by chance and partly by design, include 
a comparstiwly small amollnt of landlord's de!!t, or rather of lIIImia
dar', as opposed to pat.tidat". debt: otherwise the proporiioD of unpre
dUl'tive long-term. debt would certainly have been much larger. The 

t··) The &,u Acri<ultanl c-miooioD _ !he term lor __ aiD kiada 01. _: 
110""" ,... 'le.. 
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166. From the middle of November till the m,iddle of March the 
farmer has heavy e~pen~s to meet. The late rice is being harvested; 
th~ sugarcane ~op IS bemg cut and crushed:. The rabi crop must re
ceive one watermg~ and, un!ess the winter rains are peculiarly favourable, 
a second and posSIbly a third. At first there will be little need for the 

. farmer to borrow, for his khari! grain will probably carry him through till 
the end of January; but his stocks will then be exhausted, and he must 
once more borrow to keep himself, his family, and his labourers alive. 

167. Harvesting operations begin about the middle of March and 
end before the middle of May, and the farmer now begins to reap the 
reward of his labour. For a while he must still borrow money and grain 
for food and wages, but most of his borrowings wilJ be unproductive. He 
may have to finance a daughter's wedding, for the marriage season is 
in full swing at this time; he will certainly secure a few rupees, a certain 
amount of better grain than he usually eats, and a few luxuries, to enable 
llim to enjoy the Holi festival. Finally, he will sell his produce, and, 
with the proceeds, payoff his short-term debt, his rent, and, if he is 
lucky, at least a part of the interest on his long-term debt, too. 

168. Distribution of agricultural debt according to objectB.-The 
nature of the figures on which we have based our estimates of distribution 
of agricultural debt according to the objects on which it is incurred are 
fully described and criticized in Appendix T, where the method of framing 
the estimates has alao been explained. On the basis of these figures 
the total debt is di,stributed over the province as a whole in the propor
tions 30 productive, 34 unavoidable, and 36 unproductive. The debt 
dassed as unavoidable, however, has all been spent on agricultural 
purposes; so that the total agricultural debt amounts to 64 per cent. 
The figures also show clearly the relative importance of thoee 
econom,ic factors which are mainly responsible for the present 
state of agricultural indebtedness. Of the tjltal debt 30 per 
cent. is due to the needs of the cultivator's industry ,34 per cent. is due 
directly and defin~tely to his poverty, and 36 per cent. is due to the social. 
religious or legal customs by which he is bonnd. The results are striking; 
there can no longer be any doubt of the principal defects in the preeens 
economic situation of the peasant. And if the provincial figures poinS 
out the defects, a comparison with the co-operative figures sugg~t one 
possible remedy. The co-operative percentages a!"6 47 productive,. 37 
unavoidable and 16 unproductive. In other words, the peasant who Ie a 
memher of a co-operative credit society, though not better off tha~ others, 
has learnt the wisdom of spending a good deal more on produotive and 
«ood deal leBS on unproductive purposes. Possibly it would be more 
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correot to say that, since co-operative credit is strictly controlled, hll ill 
'compelled to be wise, whet~er he WQuld or no. 

I 169. Classification of aoricultural debt by periods.-Stl'ictly speak
ing, a IOIln should not be classed as long-term unless, at the time when 
ii· was made, it was ag,reed between the parties that its recovery should 
Actually be spread over a. long-term. But in tha.t Cllse, llebt would be long
t·erm or short-term a.ccording liS it wa.s or was not secured on a. land mort
gage, which is a. 'classi.fication of no particular importance; for this is the 
only case in which a. long term of repayment is ever fixed, a.nd in the elise 
of other debt, either a short pe,riod is fixed or none a.t a.ll. We propose 
a.ccordingly to base our classifica.tion not on the period in which debt is 
repayable, but on the period in which it ought to be repaid. The 
material available for this purpose has been described in Appendix I. 

170. . In the Pll8t economic and fina.ncial experts have been content 
to sub-divide credit and debt on the basil! of duration into two c!asses, 
long-term and short-term. But in more recent times it has been re
cognized that there is a. third class, which cannot be strictly regarded as 
either long-term or short-term, but lies between the two. To this class 
the name "intermediate" hll8 been attached. (II) In the United States 
of America special ma.chinery Wll8 introduced by the Agricultursl Credita 
A.ct of 1923 to handle such finance, in the shape of National agriCUltural 
credit corporations and Federal intermediate credit banks, both of which 
advan~ credit on the security of farm produce and live-stock, for a. 
period that may not exceed three years. It is not our purpose to suggeet 
the creation of such organisations: the task of credit reconstruction is 
quite sufficiently difficult without introducing this refinement. Never
theless, the distinction is oonvenient, for it enables us to classify separate
ly certain kinds of debt, which a.re rarely repa.id, or even repayable, in the 
longest period that CIUl suitably be described as "short," i.8., one year; 
but usually are, and certainly ought to be, repa.id within three years. 

171. Didribution of agricultural" debt by pe1'iod.t.-As explaineo 
in A.ppendix I, our examination of the distribution of debt by periods i~ 
(lased on 83~ lakbs of cla.ssified debt extracted from our survey reportA 
and the evidence of va.riouB witnesses. It is necessary. too, to make it 
clear that the!!e figures, partly by chance and partly by design, include 
a comparstively small amount of landlord's dellt, or rather of IIa1ftin
"tlr', as opposed to pottidar', debt: otherwise the proportion of unpro
du<'live long-term debt would certainly have been much larger. The 

,oa) The &,.1 AcrirW'....... Coaun...... ...... !be ...... for oortaia kiDcIa or cleb': 
ll.port, ,... ttl. 
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following table shows the distribution of this sum into 100ig-term, inter-: 
mediate, and short-term debt. The figures have been rounded for the: 
sake of simplicity. • ! 

Long term. Intermediate ShOlto term. Total. 

§j, 
, 

Ii. i. - ~ .. .. .. .. - ~ ;; 4 

Amount. " AmouD.t • " AmouDt. Amoun •. :I .. .. .. .. Ii e Ii ~ 
~ .. d: II: '" ... -

B •. na. n •. n •• 

Proauotive .. 76.000 II 5,19,000 15 7,')1.000 i1 l!l,89,OOC 88 

Unavoidable •. .. .. 8,85,000 10 4,6(.000 14 1,99.000 " 
Unproduotive •. 19,69,000 8B .. .. I .. .. 12,69.000 I 88 I 

Total .. 1845,000 (0 8.n.000 II \ 111,65,000 85188.57,000 \ 100 

172. These figures may be further subdivided. 
(1) ProductifJe long-term debt is made np as follows:-

Rs. 
(a) COIllItructioD of ... eIla 12.000 
(6) Building of ho.... 7,000 
(e) ~cquioition of !";d 64.000 
(ti) Acquioition of Sour min 3,000 

The last item represents a single (unsuccessful) venture. "Acquisi
tion of land" includes not only borrowing for purchase, but also for tak
ing a land mortgage; for, as we have mentioned . elsewhere, the enter
prising agriculturist does not hesitate to borrow with the inImediste objecc 
of lending, and the ultimate object of acquiring lalld.(U) "House-build
ing" must generally mean the building of a better house,-bricks instead 
of mud-, betokening a rise in the standard of comfort and as such 
desirable but only dubiously productive. Only Rs. 12,000" it will be 
noticed, have been borrowed for agricultural improvements proper, or 
under '4 per cent. of the total debt. 

(2) Productive intermediate debt represents :-(a) borrowings of 
Rs. 3,59,000 for the' purchase of cattle, both draft and milch animals, 
with an occasional pony, and, in the hills, also goats; (b) advances made 
by village headmen (padhan&) in the Tarsi and Bhabar to induce ten
iults to settle there, to the extent of Re. 1,46,000: (e) a snm of 
---------------~--- ...... -- , 

(U) Chaplc ill, para. 116. 
:1/.. /' 
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'1~B. 8,000 expended 011 field repa.irs in· the hills, which probably tepr.
.. ants the cost of terracing them. 

(S) Prodllcti"8 Bhort-term debt" relates to a variety of oIJjects., 11. 
i~ impossible to distinguish between them with any accuracy, for in 
many cases the amount borrowed for tw06r three objects has been shown 
:as a single sum. Of the total amount only 3 lakhs is classified in de
.tail. Using this as a basis for apportioning the rest of the debt betweetl 
'Various objects we obtain the following figures:~ 

Seed .. 

Ro. 

2.9G.000 
Olher II/!rloultural purpooeo (prinoipally "ago&, ..,d to & very 

Imall extent purohuo of mao"", I • • •• • • 2,36,000 
Other procluotive purpo.... •• 1,70,000 

In the Taro.i and Bhabar the amount borrowed for other agri
.cultural purposes is Rs. 1,45,000, and just over double the amount 
borrowed for seed (Rs. 72,000). In the rest of the province the figures 
~1'6 reverse<!; the amoullt borrowed for seed, (Rs. 2,23,000) is more than 
.double the amount expended on other agricultural purposes. In th;.s 
particular case tbe variation is, no doubt, due to the peculiar circum
~ta.nces of the Tara.i and Bhabar; but no explanation has been given 
of the figure, a.nd, as it is merely described as "expenses of cultivation" 
it is impossilJle to suggest one. Under "other productive purposes" 
.j), certa.in amount of money has been borrowed for .the education of 
children; the amount is Ea. 1,100 out of Ea. ~,OOO for which we have 
details. The whole of the rest is described merely as "trade", and 
doubtless represent.. adva.nces taken by a"nriculturist beopam from 
.",1101;6$. (1&) 

(4) (Tna"oidabls intermediate debt consists entirely of borrowings 
for the pllyment of rent alld revenue. The sum is large, but there 
l,aYe probably been more borrowiugs than usual on this account durillg' 
t he last two unfortunate years. 

• 
(5) Tile "nll"oidable 8hort-te"" debt, with 'tbe exception of a thou-

+tIDd rupees or so spent on miscellaneous purposes; consists entirely of 
borrowin!(S for subsistence. Tlus figure, too, is probably larger than 
"sual as the result of recent calamities. 

(6) (Tllprodlll'lifle long-/mll tltbt is made up as follows:.. 
R.plymool of old do ... 
hpondil ..... COl -W or .... i&io .. _m_ 
bpeodItu .. COl Hllptloa 11_10 ___ .• 

.. •• .,81.000 
5,aO,000 
2,31,000 

7,000 
\") s.e Chlpter 11-':1-, -_--:-I~:------'------------
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The figure for litigation gives a faIse impression ·of the litigiotlsnes~ 
of the province. Ont of the total of Rs. 2,31,000 a sum of Rs. 1,40,000 
belongs to the single district of Rae Bareli. Even in that district it is 
misleading, for out of 7,178 tenants or small landlords regarding whose 
indebtedness inquiries were made by the settlement officer, ~)Dly 139 
had borrowed money. for litigation; and these are responsible for the 
entire sum of Rs. 1,40,000. The average works out at just over a thou
sand rupees per debtor, but the amounts due by individuals vary 
greatly. Nearly all these debtors belong to the higher castes and many 
of them are smal1 landlords. 

173. The head "miscellaneous extravagance" is desCribed by most 
witnesses as "waste", and few details are given. In one case a debt of 
Bs. 900 was contracted to bny an elephant, apparently for no better 
leason ~h:1D that the family had possessed elephants before. 

174. Correction of figures to allow /01' landlords' debt.-We have 
stated above('S) that the sum of 33! lakhs on which we have based this 
discussion inclndes very little landlords' debt; and we have now to modi
fy our resnIts accordingly. In·a subsequent paragraph,(U) we have 
estimated the total debt at 124 crores; of which 54 crores may be taken 
as similar in its distribution to the present 33! lakhs. The balance of 
70 crores is landlord's long-term mortgage debt. The total of long-term 
debt is then 40 per cent. of 54 crores 'plus 70 crores, or 74 per cent. 
of the whole. The intermediate debt becomes 11 per cent .. and the short
term debt 15 J?6I' cent. of the whole. 

175. The' most striking feature in these figures is the preposterous 
discrepancy between productive and unprodnctive long-term debt. In 
an agricultural province like this, where the peasant is notoriously poor 
and where, for various reasons, the only hope of bettering his lot . lies in 
free expenditure of long-term capital on land improvements, it seems 
·• .. credible that, for every one rupee spent in this manner, nineteen are 
spent on purposes whic!I, however much custom may' enjoin them, non&
theless involve extravagance far beyond the means of the debtors. In 
a previous paragraph we have mentioned reasons why the peasantry 
are reluctant to spend money on the making of wells or other ,improve
ments, namely, that a tenant can rarely derive benefit from such ex
penditure except in partnership with other tenants; that landlords rare
ly spend money in this way; tbat when either a partnership of tenant~ 
I!r a progressive landlord does carry Ollt any improvement, there is sel
dom need to borrow for the purpose. 'I'hase figureH, however, suggest 

(U) Para. 171. 
(,0) Para. IIO.l. 
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IInother and even more important cause, namely, that the ,cultivator, 
who at best possesBes but a limited amount of credit suitable for long
tel'm debt, has used so much of it .for his unproductive borrowings thai 
he has none available for any. more profitable purpose. But, what
e,'er the cause may be, the situation, as disclosed by the figures, is. 
highly unsatisfactory. 

176. Effect.of unpunctua! Tepayment on the distribution of debt 
by periods.-The distribution of debt into long.term, intermediate, and 
short-term which we have given above is based on the nature of the debt 
itself.· It does not, however, oorrespond to observed facts, for the
rural borrower is traditionally unpunctual in making repayment. It 
i~ this which explains his preference of the moneylender, who is will
ing to give him !UmOBt unlimited grace, to the Co-operative society or 
Government who insist on payment at due date. He forgets that he 
tar to pay a high price, in the shape of interest, for the g:-ace which 
the moneylender affords him. The result is that a large amount of 
debt which is of a short-term nature, ultimately by lapse of time be
comes long-term debt. As au example we may quote the figures of a 
"l1l1ge in .Beno.res district where the distribution of its debt oC 
·RR. 17,934, according to its nature, is 9 per cent. short-term, 11 per 
cent. intermediate, and 80 per cent. long-term. But of this debt 3() 
PCl' cent. has been runwng for over one but less than three years, 6~ 
per cent. for periods between 3 and 31 years, and only 1 per cent. for 
less than one year. In this vinage, therefbre, most of the short-term debt 
has already pasSed into the next or intermediate stage, and a great deal 
nlore will b~fore long pass into the long-term stnge. 

177. The nature of this p!"OCe"8 of evolution is described by many 
of our witnesses. The peassnt borrows small Bums from time to time
from the moneylender, which, in the course of a year or two, grow to 
R large figure. The moneylender then calculates interest on all of them 
aud causes the debtor to exeCute a promissory note for the total, which 
begins to run at a fixed rate of interest, Every third year interest is 
ndded to principnl, and a new bond is executed for the total amount. 
From time to time the'debtor will borrow money from one creditor to 
payoff another; this substitutes new for old debt, and the procees or 
t'volution commences afresh, In this matter. however. it is possible 
In draw a distinction between tenants and landlords. The tenan' will 
alwsys. if he possibly can. pny off at least his short-term debt punctually. 
aud. as a rule. ouly postpones pnyment when the harvest has failed or 
60IIle other nr.lamity haa oceurred. The repnyment. no doubt, is often 
merely nomilllll. for a tenan, who. having paid olf his moneylender. find& 
hiq:uM!1f abort of money to pav his rent. WIll immediately borrow agaiD 
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for tbat purpose; but, at all events, tbe repayment bas· stopped accumuflP 
:tion of interest. Witb tbe landlord, bowever, "time and punctuality are not 
matters of importance," and tbe progress of his debt from sbort-term to 
tong-term is generally unbroken. Tbe total volume of long-term debt is, 
tberefore, constantly increasing. But tbe pace of its increase is greatly 
accelerated after a sU(lcession of bad yea,r~, COl' at sucb a time new debt 
~s accumulated and repayment of old debt ceases. A case bas airea.<ly 
been mentioned of debt whicb began 31 years ago, just after tbe severe 
famine of 1897-98; and in a report from Basti anotheJ.'l debt has been 
traced bJiCk to 1868, which was also just after a famine. In a third 
case, from a Rae Bareli village, practically all the old debt is said to 
.!belong to the famine years 1907-08. And in all probability that famine 
marks the beginning 'of most of the old and ancestral debt now in exist
o('nce. 

178.. Distribution of credit transactiort8 accOTding to medium.
'rhe credit transactions prevalent in the province may take one of fOllr 
forms, according to the medium in which advance and repayment res
lPecti.vely are made. These are:~ 

(1) Where both advance and repayment are in cash; 
(2) where advance is in kind and repayment in the same kind; 
(3) where ad'vance is in kind and repayment in cash or in some 

different kind; . 
(4) where the advance 9s in cash or kind and repayment is in 

serv:ice. . 
Of these four types of transactions only the first two are loans in 

the true sense of the word. The third class of transactions are pur
chases on credit. The last may be most charitably regarded as an ad
vance payment of wages for service; but is usually deseribed, as it pro
bably is, as a relic of serfdom. It is reported from various place.; 
but it seems to be most common in Gorakhpllr, Basti. Gonda, ., 
and the Tarai, all of them in the snbmontane tract.(") In B".ti and 

(U) The following quotation from the Basti Settlemen.t Report of 1&.11 ahows th.t 
1It that time serfdom was atill in existenoo. Domariaganj is the nortb-weetern tahriJ of 
Basti. U The majority of the plougbmen in the north of I>oma.ria«anj Me ltitl eerfa. who 
in coos· deration for an advance of eaM. have bound tbemeelvee. their wiVE'a and children. 
to wor k for their master until the money is repaid. Of coune. the money is nevt"r repaid 
but the oondi~io!l ("{ the plooghman is not one of actual aI&very. The contract of the 
• "nr,.ak' bood wouJd not be enforeed by tAle Courts. and when the lAwaI". disq,tbl6ed. 
wit.h hia l"mployor he aimply runs away and ta.keI I8I'Viee elae"here., The new master 
gonera.l1y takes over t.he .. ,un.,11 debt. A man who bet- & nm·away ploughman, and reo 
fU8B8 to pay tho money owing to his former master. is oonsitlered thuroughl, ,.u.hoDe!Jt lUll' 
.. denounced 81 a be· ,mall. The price of & pJooghmau aDd hi. wile it generally frolD 
~ liO \0 1IU."-BuIA Bettl...,fllt Report, 1891. _ 39. 
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- . Gonda service is definitely II methotl or repllying the principal 
of t.he debt. In the .former district,for instance, the debtor 
-contracts to give his own s~rvices or those of some member 
-of his fa.mily free for Ii. whole year. In the Tarlli and G~rakhpur, en 
'the· other hllnd, the service is occasional lind IIppears to he iii lieu of 
'interest. In Gorllkhpur, for instance, the debtor must plough his credi
tor's fields with his own bullocks once in each crop-season, or, if he has 
:110 bullocks, perform some· other field work for two days. In Gonda, 
it is said, the debtor is often tricked into taking a bond on a 'very high 
Tate of interest which he cannot possibly repay, so that he may subse
(]uently be offered the choice of working off the debt by labour; for 
farm servants are in high demand amongst the high caste a.griculturists 
of that district. 

179. ThE! third class of transaction is common, but probably does 
not account for IIny large part of the total debt. It covers such cases ' 
tiS the purchase on the instalment system of cattle from the wandering 
cattle dealer, or of cloth from the Kabuli, as well liS of minor transnr
tions with the village bania. The most curious transactions of this kind 
are all oonnected with cattle. In the Tarni and Bhabar, and possibly 
uther places, there are cattle-dealers who in payment for plough oxen 
receive half the produce of the debtor's fields after the village headman 
\Vadhan) hilS taken his share; and in Etawah a loan to purchase a mileh 
('OW is often repaid in ghee at the time of her calving, at a rate'whkh 
means a profit of between SO and 40 per cent. Elsewhere, there is a 
custom known by the name of odh batai, where the price of a cow bought 
(On credit. takes the form of half the value of her male calves. 

180. The first two types of trsnsaction account for all but a veJ.'y 
flUlaU part of agricult.ural debt. The only advance which is made 'in 
tind ond repaid in the same kind is of grain, whether fol' seed or sub
.'stt'nre. In some places the bisaria (graiu-lender) will only agree tel 
lI1nkE' 6n ad\"llD~e in grain if its price is running low; if the price is high, 
the Mbtor must borrow cash to buy it. On the other hand, in some 
'Parts of Oudh the bisaria will refuse to accept anything else but grain 
11\ payment, so that the debtor, if he has none of his own, must buy it 
10 repay his debt. A grain debt iii only converted into a cash debt 
'\\"hl'n repayment has long been delayed. and the Rmount hRS aCcumu
lilted unduly. In Basti the practice of grain advances is said to be dying 
.out. 

181. By far the grea~ number and volume of agricultural credii 
tnlllSActioDB ~all in the first cll\8S. It includes all long-term debt, whe
ther produchve or unproductive, all intermediate debt for the paymrnl 

• 
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of revenue or rent, a greater part of the debt contracted to purchase
('attie, and a considerable part of short-teipl debt. There are great 
diff~rences of opinio~ amongst our witnesses regarding the proportioD 
which cash transactions bear to transactions in kind. No doubt that 
proportion "Varies greatly from place to place. The proportions most. 
commonly suggested are 75 cash and 25 kind; but, judging from the
figures given in para. 171, the latter is certainly too high, since the total 
amount of debt .for seed and subsistence together is less than 23 per 
cent. of the whole. Allowing for the fact that some grain is undoubtedly 
purchased in cash, probably 20 per cent. is an outside figure. 

182. Distribution of debt with relation to holdings etc.-For the
discussions of debt distribution which follow we have used other statistics 
than those referred to in previous paragraphs. The nature of these· 
Btatisticsis explained in Appendix I and need not be repeated. It is, 
how('ver, necessary to !!raw attention to one very important point which 
affects their nature. The figures ·were all collected in the months of 
February and March of the current year, just before the rabi harvest. 
This is the time when in any year debt is invariably at its highest.('"} 
On the present occasion, however, there are three special causes at work 
which must have had the effect of still further increasing debt. Firstly. 
ever since the khaN! of 1928, the province has suffered a series of 
agricultural calamities, resulting in one crop failure after another. There 
is reison for hoping that this period has come to an end with the 
present 'rabi; but debt must meantime have been aocumulating as the 
result of the peasant's diminished ability to repay. Secondly, during 
the last two years Government had advanced about 190 lakhs of taqafli, 
probably the highest figure on record since the famine of 1907-08; and 
tl;J.ough much had been repaid before the end of March, well over a 
crore was still due, whilst the normal outstandings wou1d generally be
about 20 lakhA. Thirdly, the Indian Child Marriage Act, better known as 
the Sarda Act. came into force on A prill, and many parents who object
ed to its provisions took advantage of the interval between its passage 
and that date to evade them. A very large number of marriages took 
p:ace befcre the end of March whi<;h' would otherwise have been ill>layed, 
with the result that marriage debt. too must have been UIl1h!ual1y 11l;!h. 
In "h(lrt. it seems certain that our statistics, instead of repreJ<'I1tiL,~ a 
normal state of affairs, constitute a record. On the other hand, it alPO 
&eems ~.ertain that an unusually large proportion of the debt in existence 
at this time, probably not less than 50 per cent. as against tho normal 

(II) See Evidence. Vol. lit p. ,. 
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35 per cent.,('Orrepresents short-teL'ill bOITowings either for seed> or for 
Bupsistence, which would be repaid after the first good crop, so that of 
this debt probably one half has already been repaid at t4e time of 
writing,(OO) or will shortly be repaid. 

183. Debt-free and indebted among tenants and peasant proprie
tors.-The statistics recorded by settlement officers during the course 
of the economio inquiries showed a large number of debt-free tenants 
in the six districts with which they were dealing.(") Their figures are 
reproduced in the following table :-

Dob.·I.oe. Ind.blod: 

Di.triot. 
Number. I:'eroent.a,o. Number. Peroentage. 

Pa.labg •• k .. ,. .. 60088 ' Vl ~,'77 29 
B •• a Baukl .. .. .. 70'95 6~ 3.976 85 
Luoknow .. .> .. . . lI,~79 6S 1,67ll 87 
Unao .. .. .. 1.9U ~5 1.669 &5 
Ba. B •• oU • > .. .. 8,089 ,S ',061i ~7 
BudluD. .. .. .. .. i.lS~ 68 1,671 III 

, 
51U,590 61 15,1140 89 To'.1 .. 

These figures appear incredibly favourable, and Indeed caused sur
prise both to the settlement officers who collected them and to ourselves; 
and the Chairman, who first examined and discussed them, was at some 
pains to suggest that if they were correct they were> due to special 
causes. (") Our scepticism on this point indeed was one of the causes 
which induced us to obtain further returns of debt, as explained in 
Appendix I. Our own statistics, however, merely 8el'Ve to corroborate 
those collected by the settlement officers. The following table shows 
the figures Cor the eight natural divisions aud for the province as a 
'Whole :-

D.hI·'ree I lud.bad. 
DlvilioDo 

Number. Po ..... 1"'" :{umbe. P_slap. 

Himal.ya, W .. , .. .. .. 616 67 SS9 ,S 
8u"'llim.I.~ W •• ' .. .. 88' ia 1.861 10 
l"d...o."Jello PI.ia, W .. , •• .. 1,61» S3 7.39.\ 6' 
lodooGa .... Uo PI.ia, Qul .. l .. .. 6.916 47 7.788 5S 
OOO ..... lodi. Pl ...... .. .. I,IIl6 87 I,'ISS 68 
Bu' s..q.Qf.. •• .. .. 1611 5i 1\1& i3 
Bu.~lmala,.. ]!I", . 6,476 M _,416 '6 .. .. 
lRolo-GM:loUo Plaia, ..... .. • > a,fSII 61 1I.5IIK lIII 

-- -
TaW .. 18,860 H 17,546 . 51 
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~ ngurea no doubt are generally smaller than the settlement figure&. 
For this difference, there are adequate causes. 

(1) During the interval between the collectioJ;l of the settlement 
officers' retUrns and our own, the agricultural position had grown worse. 
and debt had increased, for the reasons explained above. 

(2) Whilst our own returns were collected at a time when debt 
would in any case have been at its highest, many of the settlement 
returns werf\ collecied at a time when it was relatively low. 

(3) Five at least out of the six settlement districis are prosperous 
above the Iloverage,_ fact made abundantly clear by the arguments given 
in evidence,(n) and corroborated by their relatively light burden of debt 
as disclosed by our own figures. 

184. '1'he first two of these assertions are supported by a compa.z:i
son between the earlier and la~r returns in respect of the six settle
ment districts. The figures are given in the table helow:-I Percentage cf deb\-'r .... 

Didrict. 
Earlier Lat,er 
figures., figorel. 

Parbbgarh 71 ~9 

Bara Banki 65 56 

:r..ucknow 63 87 

tJ'nao •• 65 47 

Rae Bareli '8 48 

Budaun 'f8 67 

It will 'he noticed that in lour districts out of the six, the position' 
is considerably worse now than it was when the settlement officers 
reported. In the two where the position has ostensibly improved, there 
are special causes. In Budaun our own returns relate only to a very 
small number of persons, whilst .in }{ae Bareli the settlement officer's 
figures were upset by an amazingly large amount of. litigation debt.("~ 

(") Evid ..... , ...t. n. p. 8. 
(") See paragrapb 176(2) above. 
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185. We have now to consider whether, in view of the coincidence
between the earlier and later statistics, any room is left for scepticism. 
regarding their accuracy. Debt is so common a phenomenon amongst 
the peasautry, that indebtedness carries no stigma with it. There are
possibly some types of borrowings, such as those for subsistence, which 
the higher caste debtors, at all events, will be unwilling to disclose. It 
is also probable that a debtor, of whatever caste, may have good practica~, 
reasons for not disclosing the whole amount of his debt. But we call:. 
Bcarcely believe that any debtor's natural reticence would carry him 
~o far as an assertion that he was entirely free from debt. Further, the
figures were collected both in the case of the settlement and our own
statistics by the revenue staff, namely the patwari and his supericr, 
the supervisor qanungo. These officers, especially the former, are' 
intimately acquainted with the villagera and, though they might not be· 
able to Btate the exact extent of any partiCUlar villager's indebtedness, 
would certo.inly be able to confute any debtor who asserted thnt he waS' 
free from debt, and as certainly would refuse to give effect to that 
stutement in any records that they were 'lOmpiling. Indeed, in 99 ~ase,," 
out of 100 where a bond had passed the scribe' would be the patwari, 
himself.(U) Prima facie. therefore, there seems no reason whatever 
to doubt the accuracy of the debe-free figures, however much they may 
run counter to the accepted ideas on the subject;(··) though. as ex
plained in the next paragraph, freedom from debt is not always a matter 
for congratulaHon. 

186. Di8tribution of debt by llOldings.-(a) TIle ilebt-free.-In· 
table V. the debt of tenants and peasant proprietors{l1) has been 

(II) Similar argumenu apply to tbe eenRUS ~turn.. One of tbe greatest safep.'" 01 ",0 _un.". 01 thOM retum. is "'" fod ",.1 IhOJ .... either collected or 
.:r.milled b, the patwari who r&D. from hie o .. -n Imowled.ge correct anI misstatement 
of rael tbat may be made.. 

('.) Another lin. of argument b.. been suggested to us as 8upporting the accuracy 
of Ib .... '.'ilb"" 01 debl. Tb •• """" villager is B"DeroI11 .... picioUl 01 oIIicial de
Dland. for in(ormaLion of aD. unuaual lund, .. a demand for information regardin ... debt 
would be. Be il Ipt; in ,uch • COMe So uk himself tbe old quest;ioD "cai 60lI0'' (who IIJwouJ.d 
benoit'); lOll. be i. oquoll, .pl 10 tumiab onl1 Buch ODd II muob information II he 
,I.ink. "ill benoItl himoetr. AI"," 'imo ",bOD Iheoe inquiri .. ,..ere modo. "'" YiIIagor 
b.d 0111, ..... lly. and porIIy •• merpl hom • period 01 odftnity. during ",hiob Go .. m. 
_I hod ..... d..... on .... uouol amounl 01 ..... Ian"" bo'" in "'" .h.pe of ~." and 
hD)iaaiona or IU.pcmaior:d of hD' and. revenue; 101' which auistaDce he W'U after hi .. 
o~.. fuhiool grateful. Bu' grolilDdo is • li .. 1y ... _ 01 futuro f........ and in ouch 
c·U't·u~,~. be mAJ well haft IUppoeed. thM ~ eurioaity of a I0Tefllmmt 08i~-er 
rea:ardiuc h. debt .... preaap of lurth. COIlOI!8alODl 01. \he same klnd.· ill wbiC7h case.. 
of aoune. h. ..wi b.... breeD man lihIy to ~.. thaD minim";' hia debe-

r') For • de&ni'"", 01 ",io _ in tbio _..... _ A_dis I. para. 15. 
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distributed according to the size of their holdings. H91dings have been 
arranged in four groups, (1) less tpan 5 acres, (2) between 5 an,1 l\l 
acres, (3) between 10 and 20 &eres and (4) over 20 acres. Unfortunately, 
our statistics as collected do not show the number of debt-free separately 
;for each group. This, however, is a matter of comparatively small. 
moment, for we can obtain the information required from the settle
ment statistics mentioned above. These show very little variation 
!between groups; the percentage of debt-free in the firs1; and third groups 
is 59, in the second it is 57, and in the fourth it is 56, with an all-round 
:average of 58. We shall not, therefore, err greatly if we assume that 
the percentage of debt-free in each group is the same as in the total i.e., 
-that the total provincial percentage of debt-free, namely 46, repre"ent~ 
46 per cent. in each group. 

187. This result is again prima facie contrary to expectation. One 
'Would have naturally supposed that the proportion of debt-free would 
bave varied directly with the size of the holdings, and that there would 
!lave been relatively fewest of them in the first group and most in the 
fourth. The Ilxplanation, however, is not far to seek. 

(1) It is amongst the small holders that are cqiefly to be fonnel 
>those villagers who possess a subsidiary occupation; for instance, the 
-village artisans, such as the blacksmith and carpenter; the village serval1t~, 
'Such as the barber, the tanner, the kahal' and the priest; the fann St!l'

-vant, such as the ploughman or cattle-herd. All of these usually pos.es. 
only small boldir;lgs, but because they possess other resources are often 
better off than-cultivators with larger I)oldings. And, indeed, it is pro
bably more correct to say that in these cases agriculture is not the 
primary but the secondary occupation. 

(2) Members of market gardening castes such as t~ Koiri or Murao 
<usually have only small holdings, but by their intensive cultivation of 
-specially valuable crops derive therefrom an income which is often much 
larger than that derived from a much larger holding by an ordinary 
-cultivator. 

(3) Thanks to their extravagant habits, few tenants of the higher 
.castes are ever entirely free from debt; and such tenants possess more 
-than their fair share of the large holdings . 

. (4) Freedom from debt may be due not to a sufficiency of in
,'ome, but to an insufficiency of credit: a peasant, especially a very 
poor peasant, may be free from debt merely because nobody is willing 
to lend to him. Such cases would natw'ally be confined to amall holden;. 
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188. (b) Tile debto'8.~The 'distribution of debt according to the
size of the holdings in the province o.s a. whole may be ta.bulatei! a& 
follows:- .. , 

PercentAge of-
Dob' 

C1 •••• por 

Debtora. Dobt. debtor. 

, 
B •• 

I .. .. .. .. . . 51 8i 106 -
II . . . . . . •• . . IlS liT 16J 

III .. .. .. .. . . 14 is IITir 

IV .. .. .. .. . . 7 18 '97· . ~ 
. 

These figures prove that whilst the largest number of debtors 181! 
found amongst the peasants with the smallest holdings, debt is heaviest! 
amongst those with the l&rgest. Both results are natural enough. Few.; 
small farmers clln work except on credit, whilst the big farmers, ·thougb 
they may possess larger resources of their own, yet have more extensive 
operations to finance. On the other hand, it is probable that a relatively 
large p&rt of the small holder's debt is either productive or unavoidable. 
whilst M the high caste tenants usually have more than their fair 
share of the larger holdings, &. relatively luge p&rt 'of the large holder's 
\lab' will be unproductive. 

189. Of these results, the second is observed not only in the 
province as a whole, but also in smaller areas. Of every natural divi
sion, excluding t\:le hill tracts, it is true that the larger the holding the 
heavier the debt. It is also true of SS out of the 44 plsins districts. It 
is not, however i so universally true that the largesl number of debtors 
is to be found lU!Iongat the tenants with the smalles' holdings. The 
number is l&rgest in thf second group in three districts of Sub-Himalaya, 
West, in seven districts in the western Indo-Gangetic Plain, and in the 
four distriots of the bentral India Plateau. Tllese are all districts where 
the average holding is relatively large. n can, however, be asserted 
that the number of debtOl8 in the two lo~ groups taken tog!lther is 
always infinitely luger than the number of debtors in the two higher. 

190. Debt ~ til_ econotnio loldiftg.-In a previoua cbapter(H) 
we Bub-divided the province outside the hills in~ fift tracts acconling 
&0 the size of the average holding, and also ealculated, on the baSis ot· 

t") CbopI.r II, pol&. 16, "' .... 

T 



,averages, the minimUllil economic hplding fo~ each tract, We hllve 110' 

,to consider the burden pf debt on the bo/ding by the produce of whic. 
it is secured, which involves II further consideration of thllt indeterminllt 
oonceptT the .economic holding . ,-Fol'--indeterminate it certainly, .is.-A 
we have pointed out, it is subject to many clluses of variation, th 
nllture and .,location ·of, , the holding, the caste, custOIps and skill of th 
cultivator, his standard of .comfort. It is scarcely an exaggeration t 
say that there are aB many economic holdings as there are cultivator~ 
An'-economrc'bolding, in 9- word; is an economist's abstraction. It is nl 
a.malgam of IIverages,-average distribution of soils, average cropping 
average ou£turn lind prices, with lin IIverage tenant paYing an averagl 
~ent, possessing lin average family, and incurring IIverage expenditure 

, Yet some of these averages involve hopeless impossibilities. A cropping 
for instance, which is possible in II million acres will bl! impossible ill ! 

holding of three acres.C") Again, .the number_ 9f members iit thj 
,average family ia4'6, which is plainly ridiculous; whilst the IIveragE 
tenant has no more real existence than Professor Marshall' 8 "economi( 
man." . Nevertheless, an "economic holding" has its uses, lit all eventf 
for the purposes of argument, since it fixes II point round which argu· 
ment can centre. 

191. With. the assistance of the figures before us we have en· 
deavoured to calculate for each of the tracts mentioned above the 
number of holdings which are below and above the mID!· 
mum economic holdmg-. We hllve assumed that in each holdings 
group, the debt7free holdings are 46 per cent. of the total. We then get 
the figures given in the table below :- , 

I Number of holdiD~B i~ Willimam 
!l'rac'. Tolal economio 

Group Group Group I Grout> 
Dumber. holdlD~ 

1. U. Ill. IV. (aoreo). 

-
Southern .. .. i.U6 1.164 '-I 1,119 7,10-1 O·S 
We8tern .. .. ll.666 ~.sU ,,1.66 888 8,6i1j 6'0 
North Central .. .. , 5,808 S,916 1,C'lS 406 10,610 r "7 
Soutb Central -. :. I 7,Hi? 8.85' 1,:M 64~ li,667 ,., 
E.astel'Jl .. .. / S,mi' a,ia54 806 11,8"8 "0 

The results of these figures are as foJlow~:-
; 

(1) The first group represents holdings of under 5 acres. It follows, 
therefore. that in the western and sOuthern tracts all the holding& in 
the first group are below the minimum economic figure, whilst in the 
other tracts nearly all are either at that figure or below it. 

(It) For in8tance~ the nee area in the ;'eeonwnic holding'· of • distrid hke )deeru' 
would be ._ ~ aize of • billiard table. 



(2) in 'the sootheI'D tract, aU the holdings in tLe second group are 
.Jso wt or ~elow the minimum economic figure. \ • 

(3) The rest of the cultivators in group II, and those in group TIr 
in the southern tract possess holdings at or somewhat abo'\7e the niihimumi 

-economic holding, have a certain surplus ·in goed years and' may 'be' 
l'ega.rded as fairly well olf except in bad times. The number of tbese 
is 13,241 or 26 per cent. of the whole. 

(4) Tbe remainder, consisting of all tbe boldings in group III 
except in tbe southern tract, and the cultivators in group IV, may be 
regarded as well olf in a greater or lessdegl'ee. -Tbeir 'number itt 8,949-' 
or ~8 per· cent. of tbe total. 

J9\l. Tbe position can now be summa.rized thus., Of 'aU tenants 
and peasant proprietors (a) 18 per cent. ean be regarded as well-to-do, of 
whom 6 per cent. are f1'6e from 'debt, (b) 26--percent. -can secure in a 
good year a margin to cany them over ~ bad year, of wbom 12 per eent. 
either by reason ot greater thrift or 'the possession' of some subsidiary 
occupation are free froIl! debt. (0) 56 per cent. poss~ss boldings either: 
at or below the minimum economic figures, of whom 26 per cent., how
ever, by reason of subsidiary occupations are free from debt, but must' 
obviouslyJfave some difficulty to keep their heads above water. 

193. In a former chapter(I.) we divided the tenants according to' 
their economic circumstances into three classes: We stated-

(1) that the number of tenants whose holdings are definitely un
economio and who also possess no other subsidiary sources 
of income was small; 

(s!) that the number of tenants who possess holdings of the 
average size or above it is smaller than that in the former . 
«ass ; 

(3) that the great majority of cultivators either possess holdings . 
at or just above the economic level, or possess uneconomic· 
holdi~ with • subsidiary occupation. 

We can now prove these ge'Ileral assertione by definite figures. The 
proportion falling in the first class is 30 per cent. The proportion 
faUing in the BeCOnd class is 18 per cent. The third class consists of 
the majority, viz., 5:1 per cent. (Sl) , 

1940. Bunim of tkbt PM' "mr.-But if the atnOtD&t of debt paid by 
U1s 8lllnller holder is nqt. so great as th.. paid by hiawealthier fellows. 
----::-=--::::-------- .-------.---

\'" Chlpter 11, pora. 6.1. 

\'" Tho 80 por .., .. t. ropreeoDta ;..... iu pon. 19l1(e, thu .'" DOt d<bt "';';' she 
.lit pot' .... t. ~ .. tho -' of .- i .. po ... lUII(e) pIuo .- in para. 1911(~).·· " ' 
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there is no doubt that the burden of it is relatively heavier on the 
former, To prove this assertion we have, attempted to work out the 
incidence of debt per acre of holding in each of the four groups, For 
this purpose we have assumed that the distribution of the holdings is. 
normal for the tract to w!llch it belongs, On this assumption, obviously 
the area concerned is the number of holdings multiplied by the average 
holding of the tract, which figure can by experim!lnt then be sub-divided. 
between the various groups, On this basis we arrive at the following 
figures :-. 

, , 
Group I. Group II, Group III, Group IV, 

Tz •• t, 
, , 

Average Debt per A.verage Debtpe, Average D.btp t. "erage Debt per 
hOldiD/l'j acre. holding. aore. holdiog, acre hOldiog'1 acre. 

Soathe,. .. 4'Ii I 17'0 9'0 S'll 15'0 9'S 8S'5 S'S 
Weatern " "Ii 2S'S 7'0 lIS'8 12'0 91'1 !li'O 18'0 
North Central •. "0 I 1l1l'6 7'0 IS" l11'O IS'8 24'0 16'& 
South Cent,al .. lI'8 99'4 S'O lI5'9 10'0 90'7 lIO'O 81'8, 
Eastern "j 2'9 53'1 6'0 55'7 10'0 67'0 llO'O I 58'" 

I I 

• These figures show thai the burden of debt in relation to the size-
of the holding is heaviest amongst the small holders in group I in every 
tract except the eastern circle, where debt is enormously high in all 
groups, The reasons undoubtedly are the presence of a large number of 
permanen' tenure-holders and fixed-rate tenants whose holdings are. 
transferable,-a fact which greatly increases their credit .and with it 

"the temptation to run into debt. The general conclusion, therefore. 
is that the small holder, though he may owe relatively lesH than his 
more prosperous fellows, has nevertheless to bear, f"eiati1Jely to his 
economic cirQumstances, a far heavier burden of debt than they, And 
this disquieting conclusion is only partly mitigateil by the fact that 
a relatively low proportion of the small holder's debt is long,term; for,. 
as has been explained elsewhere, short-term debt, if allowed to accumu-· 
late, is apt, as the result of the moneylender's eccentricities, to tecome
long-term debt, 

195, BUf"den of debt in tenns of t"ent,-In Table VI debt is com
pared with rent and arranged in three classes according as (1) the debt 
is less than one year'a rent, (2) between one year's rent and two years~ 
rent, and (3) over two years' rent,· In this we imitated the settlement 
statistics to which we have frequently referred, This classificstion affords 
an excellent measure of the burden of debt. "Writing in 1911, Mr, Mo~ 
land stated that the rent paid by a non-occupancy tenant was betweell 
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"]0 and 20 per cent. of the value of the gross prodnce, of his holding. 
Since then both rents and prices .of produce have risen, but the latter 
have risen relatively much higher than the former, the growth of whi~, 
:bas further been artificially retarded by. the acquirement of preferential 
rights. It may be taken, therefore, that rent is relatively much less of 
'" burden than it used to be. A tenant who owes less than one year's 
Tent" can be regarded as lightly indebted, since in almost any circum
.stances, except an agricultural calli.mity, he would always be able to 
'Payoff the debt at almost any moment without inconvenience. A 
tenant who owes more than one year'srent but less than two years' is 
moderately indebted; but if he owes a sum greatel' than two years' rent, 
he is undoubtedly heavily indebted."(U) 

196. Over the province as a. whQle the figures are as follows :
Number of teDllo.'l'. Pezeentage. 

Debt-free .... !iJlS.S60 . '6 
Iod.b\ed 10. leu Ihao 000 ;roa.· •• 001 8,1911 111 

Betwaln 00.8 and .wo yeaH' rent &.i4& 10 
0 ••• '''0 1 .... • reD' 18,101 811 

We may regard the debt-free a.nd those who owe less tha.n one 
year's rent as "unencumbered," the others as "encumbered." :rhe 
uuencumbered then amount to 68 per cent. of the whole and the en
'Cumbered to ~ per cent. These figures ere m.uch less fa.vonrable than 
those recorded by the settlement officers in the six districts mentioned 
in paragraph 183, where the figures were 76 unencumbered a.nd 24 en
cumbered. The cause is once more. firstly. the a."aricultnral cala.mities 
(If recetlt years which have resulted in the accumulation of debt. and 
48Condly. the fact tha.t at the time when the figures were oollectecl debi 
was a.t its highest. 

197. In the following ta.ble we compare the settlement figures and 
our own in respect of the six settlement districts:-

Unenoumbered. EDoombc-rod. 

Di.,rio'. 
SoUlomon' Prole' SoIUOmtDI PreMD' 

Ilsm ... &sa .... fi,ju .... 8_ 

Partabp,rh •• .. .. '81 es 19 8'1 
Be.r. B.u1l1 .. .. 61 \'S 19 Ii 
Lu.ot"ow 

. .. .. .. '19 iii 11 ,6 
Uoao .. .. .. eo 87 31 IS 
Rao B ••• U .. .. .. 66 81 Sf IS 
'BudaoD .. .. .. '10 '0 SO SO 



The same variation is observable here as in the case of the figure& 
in paragraph 183, and ill due to the same causes. The figures by natural 
divisions a.re as follows: ...... 

·,0" 

Diviiion. 

, 

Simal.,_. West .. 

. S\'!t.HimaJaya. Wast 

Indo-GangeUc Plain, West 

Indo-Gaugetio PlaiD, Central 

Central Jndia Pl"teau ... .... 
East Satpuraa •• 

Sub-Himalaya, East 

Indo..oangetic Plain, Eas:i •. 

., 

.. 

.. .. 

C'nenoum.. EnCUM-
bued.. t.(lrt (1. 

64 86 

48 52, 

43 67 

65 8~ 

44 68 

GO 31 

60 40 

fl 8S 

The number of encumbered cultivators exceeds the number of un
encumbered only in the three divisions Sub-Himalaya, West, Inc1o
Gangetic Plain, West, anll Central India Plateau. These are the divi
sions which hav/l suffered most severely from the calamities of recent 
years . 

. 198. FTeedom tram debt and indebtednes8 amcmgBt landlMtU.
From an economic point of view the circumstances of the small peasant 
proprietor or pattidaT are- similar to those of the ordinary tenant, and the' 
figures relating to both were accordingly amalgamated. The large land-. 
lord, however, the zamindaT properly so called, whether a single person 01' 

a joint family, who owns an entire village or a definable part of a village, 
stands in a.n entirely different ca.tegol1'. Tbe statistics relating to bim will 
be found in table VII. These figures relate to 3,636 landlor9Ji, of whom 
1,614 or 45 per cent. Bre) debt-free. The rest are shown as owing be
tween them. about Rs. 41,06,OOO-r.Qund,_rr average 'of Rs. 4,050 pel"' 
debtor. On a consideration of the detailed ligures we have estimated that 
20 lakbs of this represents debt secured on registered land mortgages. A 
comparison of tables VI and VII shows that whilst relatively fewer 
landlords are free from debt than tenants and peasant proprietors, thlt 
~verage debt of the former is nearly 24 times 88 large 88 that of the_ 
latter. Remembering the landlord's far greater wealth, we CBn only 



• 
attribute this result to his !,xtravagance,: born of II desire to maintain his 
social position and preAtige. . -

Little can be made of the local distributioli of this landlotds' 
debt. In any single district the humber of landlords' conc~tDEid var! 
from I'! in Bhahjahanpur to SSS in Basti, 'whilst the debt per debtor 
varies from Rs. 11,930 in Agra and Rs. 11,559 111 'Bara Bankito 
Rs. 44 in Kumaun and Rs. 142 iii Budaun. The high figures in the ~o -
former places were due to the discovery of ,. few mortga.g~ deeds for 
very high valuations. Nor indeed do the variations have much mean
ing. They depend less ott the debtors' own idiosyncracies than on the 
amount that our investigators have been able to discover about them. 
For the province as a Whole, however, the figures are sufficiently large 
and sufficiently widespread to serve, iii conjunction. with other inform" 
ation, as a basis for estimating the total volume of debt. 

199. Distriblltion of debt by c/J8te.-Table IX shows the distri. 
bution of debt by caste groups for both landlords and tenants together .. 
The pl'ovincio.l figures are as given iii the table below. The figures of 
deb' are in thoussnds of rupees :-

, 

Number of panoa •. 

AluouDt P_" b.b' b.be 
c ........ p. o! ago of 

~e. per 
D.b~. debl. lia, .. l de tor. perIOD. 
!rae • lDd.b'.d. d.b •• 

......:...- -- -- --. 
" 

I.-High ...... " .. 7.'510 1,109 688'. 66 6IN 8'06 

n.-Good acrloaUanloao" " 11,608 '.118' 1l.'i9. 16 lSi 91 

ur.-U •• h' sa.aUIDS"'''" 1,8t6 1.010 1.60, a lSlI y; .. 
lV,-Low ... 1.a1 ... .t .. _ " "n .,&1, &.M, 6 66 86 

V.-Non~loal'anl ..... .. l,UO ftI 1.7&. 8 1188 1" 

vr -a'h .. _loll .. ., 11,$88 8,0lI0 8,ls,. II 185 ~ 

- - --
'loI.ol •• IN._ lIII,66J 68,'1, 10) - 1ft 
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'fhis table proves to demonstration how large a part of the total debt 
falls, and how heavy its burden is, on the high castes. ('8) ,The reasons 
are not far to seek. Not only is there the high caste man's extravagance 
to account for it, but· it also includes by iar the greater part of the 
landlord .debt. I.f th~ high castes were indebted only to the same 
extent as the average of the rest· of the agricultural population, then 
their total figure would only be Rs. 10,41,000 (round); which means 
that the balance of their debt, some 4st lalli, is due to their social 
position and the expenditure which it entails. The lowest figures, as 
might be expected, are thl>se of the market gardening castes and the 
non-agricultural castes, both of whom are relatively few in number; the 
lightest burden, however, for sufficiently obvious reasons, is that borne 
by the low agricultural castes. The cultivator belonging to the non
agricultural castes, if indebted at all, is heavily indebted; his figure stands 
lIlext to that of the high ilastes. On the other hand, as might be expected 
since $s class contains such professional moneylenders as are also 
agriculturists, only a sm.all proportion, some 38 per cent., are indebted 
at all. The proportion of indebted and debt-frE'.e in the various groups 
is as follows;-

Perceo&:aIJ8 01-. 'Ca.ste group •. -
Debl·' .... Iud.bled. 

·1 .. .. .. .. .. 4~ 5; 

I .. .. .. .. .. at iI6 -
III .. .. .. .. . .' 40 SO 

IV .. .. . . .. .. " iI6 

V .. .. .. .. .. Gil 88 

VI .. .. .. .. .. 50 ~l 
) 

Toial - '6 J 61 -, . 
Except in the non-agricultural group the variations are small. 

200. Distribution of debt by moneylenaer8.-Table VIII shows the 
amount of debt due to each particular class of moneylender, namely, the 
village and town moneylenders, landlords, tenants, Government 
and the co-operative credit societies. There is- slso a class described as 

- (n) Th. high ... Ieo concerned are Br.lun ..... Rajputa. M .... lmoa Rajpu ... Saiyido, 
8haillha and Path.D •• 
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• 'unclassified" , an explanation of whi9h will .be found in Appendix.(") 
The distribution is as in the following table :...,.. 

DeBoriptJon. 

'VIllage mODe,.londeli 
Tl)wn moneyleudera •• 
Landlorda 
'fanlont. •• •• 
(}overnment •• 
O ..... p.r.llvo o.dil ... loU.. ., 
UDal ... IO,d 

•• 

Total 

..... 

.. 

Amouut. 

HI. 
',56,4.79 
g~ OB,an 

. M,12,897 
12,10,8'9 
1,89,76' 
&.72,808 
11,01,578 

88,67,176 

5'1 
'!IS'S 
89'9 
18'7 

g'O 
5'S 
5'1 

The most notable fact which emerges from this table is the large pro
portion of agricultural credit, namely, 53'6 per. cent., which is provided 
by agriculturists. To the extent. of well over half the total debt the 
agricultural population, taken ILB a whole, OlIn finance itself. The pro
fession:al moneylender only provides 33'4 pel' cent. of .th!l credit, or 
with the unclassified debt (which probably also belongs to him for thE' 
main part), S9'l pi!!' cent. The proportion provided by Government ia 
trivial; even so, it is approximately 15 timea as large as it normally 
would be, The most unsatisfactory feature ia the small part played in 
providing credit by the co.operative department. A percentage of 5'S 
can only be rega.rded as paltry. . 

Even 60 for the province 118 a whole the figure is exaggerated. The 
total amount advanced during 1928-29 WII8 only 42 1akha or above l'S 
of our estimate of the tota.! deb~ of tenants and peasant -proprietors. 

201. EstifMfs 0/ "olutrls of dcbt.-Our estimate of the total rural 
debt of the province, in which we include the debt no~ only of landlords 
and tenants but also· of agricnltural labourers of all kinds, is 124 crores, 
The method in which we have arrived a~ this estimate has been fully 
deaaribed in Appendix n. We have only to add 'that a aross-dleck 
based on the recorded figures of taqatJi supports the estimate so 
far 118 the debt of tenants and peasant.proprietors is concerned. This 
works out almost exactly t~ Rs. S5 per head of rural poJlnlation, and is 
til times the average revenue of the province. 

B.-NatUf's and di.rtribution o/lIt'edit. 
202. Tile MtU,"" 0/ agrieu/tuml credit.-The different classes of 

rural credit ageonc:y wele fully described in Chapter m. We have still. 
however. w give an account of their business methods, of ~e relations 
between them and their clients. of ~e distribntion of debt between 

,") See pua. H(e). 
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the 'various ciasses of them, and' of the volume of credit available. It 
will be convenient first to restate briefly what has already been said 
about these agencies. Rural credit agencies fall into tWo-main classeN,
whom we have distinguished under the names of professional and' 
amateur. Of professional money-lenders there are four main types :-. 

(1) The village- bt'mia is always a petty tradesman with a small 
capital, who sells goods on credit and lends money in small sums. He 
operates in a restricted area, rarely larger than two or three villages .. 

(2) Thp, village mahaian's transactions are always loans in the 
~orrect sense of the word and not credit sales. He deals in money an" 
rarely in any kind but grain. He possesses a much larger capital thaD' 
the VIllage bania and operates'ill a definite but much larger area, vary
ing from a group of villages to a group of districts. 

(3) The sahukaT its compared with the village mahajan is some
thing of a ma,,<YJlate. He is essentially a ,city businessman operating
in rural and urban areas alike. His dealings are confined mostly to. 
land mortgages and to the financing of village' mahaians. 

(4) The peripatetic moneylende'T wanders the country seeking' 
custom, and will deal with anybody whether he knows him or not. or 
these wandering usurers the most important is the qistwala, who
operates all over the province. He works on a system of equated instal
ments usually known iLS qist; a qist is a loan of Hs. 8 or Rs. 10 repay
aMe in ten or twelve monthly instalments of one rupee each. Other 
wandering usurers are the Kabuli and the Harhia, both of whom work 
in gangs and are'. truculent and predatory scoundrels; and the cattle
dealer, who sells on credit, recovering the price in four equated instal
ments, which include interest. 

There are also a few minor kinds of professionals: the banjara 
grain dealer of' the submontane tracts, the behwdri. moneylenders of 
the western districts, a host of travelling pedlars and hawkers who sell 
on credit, and finally the khandsali or dealer in sugar, wao seems' ta
be found only in Rohilkhand. 

The amateur moneylenders are mostly landlords or tenants" who, 
possessing surplus resources, use them to finance their felIo" cultiva
tors. Apart from these, the~ are also a crowd of petty amateur usurers
of all sorts, for moneylending at the present day appears to be the
favourite subsidiary OCCuPlltion of any villager who can boast of 8 little
capital. 

203. It has already been stated that there is no such thing 88 a 
system of agricultndal credit("). Most types of credit agency are
represented, most forms of credit transaction are practised. Not only 

(") Chapter m, para. 93. 



( 107 ) 

80, but the methods ot moneylending are infinitely diverse. Rates of 
interest, documents, incidental charges, the manner of renewal or repay.., 
ment, all vary, lind not only in one direction. They vary with. 
the idiosyncracies of the moneylender himself, with .the circnm
stllnces of the debtor, with the nature of the security, with the locality. 
It is impossible to give II systematic acconnt of agricultural credit 
because there is no system; as the agencies, so the methods. Th& 
only possible procedure is to descrille the various ·types of transactioD 
one by one. 

204. Loana in grain.-As hIlS already been explained, grain is
borrowed both for seed aud for food. . The date for repayment is in both, 
cases the next harvest. In Ba.sti it seems that no interest, is charged! 
on such loans if punctually repaid; but that is an exceptional arra.ngement: 
in a tract where the practice of grain loanS is said ~o be dying out 
altogether, except in times of scarcity. The normal rates of interest are-
25 or 50 per cent. known respectively as sawai and deorM . . Of the
two rates the former is the commoner, except in Oudh. Where th& 
advance and the repayment are both made in grain without'" reference too 
value, these rates are not so bigh as. they seem at first sight, for the
hllrvest price is invariably below any preceding price in the previous silt 
months. Transactions in this particular form are common amongst pro
fessional grailllenders (bisaria), or amongst landlords of the type that lend' 
to their tenants as a matter rather of duty than of profit,-II type'lesB' 
uncommon than might be supposed. One Ilindlord is mentioned who
lends as much I\R 4.000 maunds for a single c!,?p, and not only take& 
I't'pl\yment in kind without reference to value, but only charges a ratEt 
of 121 per cent. or half 8awai. With such a rate he mnst generally
either reap no profit at all or a trivial profit. 

!anI). AnoUler oommon practice IImongst grainlenders is thus des-, 
cribed by Dr. Jain :-"The moneylenders ..... convert the vlllue of 
the loon from kind into coin at Ule current market price . . • . • They. 
note in their bahi8 this price and also the amonnt of corn . • • . 
ndvanced, add to this the interest and receive back the principal and' 
interest, u..,"llin in kind, after collverting the cash entry into gmin:'(")
A n exam pIe will make the transaction clear. The debtor borrowa one. 
mRund of grain, of which the current mlll'k~ price is :ns. 5; the entry 
in the ledger is then one mllund at RI!. 5. When the time for repay'" 
ment comea the amoun~ demanded is gt'8in to th. value of Ra. M-()O 

at harvest price. Supposing th"t price had fallen to .Rs.-f, then the-
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-('redito), will receive 621 seers instead of the 50 seers which he would 
'have received had the repayment been made in kind without reference 
.to value. 

206. Whatever direct profit the creditor may derive from an advance 
-of grain he will always reap an indirect profit in two ways :-

(1) Whatever the market price may be when repayment is made, 
be will be able to wait for a rise before he sells. For instance-, if in 

,the example given above the price rises once again to Ra. 5, he will be 
able to sell the 621 seers of grain which he recovered at Rs. 7-13-0, so 

·that his profit on the whole transaction is 56 per cent. on his outlay. 
(2) Unless he makes a speciality of lending grain for seed, the grain 

-Which he will advance to the debtor will ,usually be of poor quality. 
whilst the quality of the grain which he receives from the debtor will 
'invariably be good. In'this, however, there is no fraud. The creditor 
-is a grain dealer, and naturally sells the best of his grain in the ordinary 
course of business, so that he will only have relatively poor grain to 

,advance as seed. On the other hand, as there is no attempt at grading 
-.on the village threshing-Hoar, the grain recovered will be at all events as 
:good as any that the cultivator pQssesses. 

207. Illicit gains in grain tTtlnsactions.-If at the time of borrow
ing grain happens to be dear, then the creditor will often refuse to make 

'sn advance in kind at all; he willinsiat on his client borrowing the money 
'snd buying the grain, or, which comes to the same thing, that the 
-transaction be regarded as one in cash and not in kind. Where the 
·client is by force of ~stom or circumstances compelled to deal with 
only one moneylender, then he has no remedy. He must stand by 
and watch, whilst the creditor grasps the skirts of happy chance. But 
where, as in Basti, the cultivator is in a position to choose and even 

.change his corn-chandler, he can a:lways go elsewhere. (U) Elsewher'l, 
we are told, there are moneylenders who refuse to receive cash in pay
ment for a grain advance; should the debtor not happen to possesa 

'grain, he will have to purchase it, and so make repayment. Bui the 
moat common fraud practised in connexion with grain traljs3CtionB 
-consists in manipulating thll, rate at which advance and repayment are 
·respectively made. If, for instance, the market rate at the time of the 
advance is 8 seers. to the rupee, the maM;an will advance at 7 seers; if 
·the rate at repayment is 8 seers, he will demand repaymenf at 9 seers. 
'The margin is said to vary from a quarter of a seer to a seer,. rarely even 
more. This fraud JlPpears to be almost universal. Elsewhere, notably 

(lit) In Basti it seems tbat cultivators make a point of never confining tbemlM!'l"'8 
'10 one b~ariG (graiDlender). To enlure a steedy Bupply Ihey keep up • CODDCSWl .. db 
~everal of them. Evidence vol. II, p. ](01,7. 
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lJl the Tarlli and Bhllbar, the same result is achieved by using incorrect; 
mellsures.(") 

208. If the debtor fails to repay a grain advance at due date, he is
generally allowed a period of grace till the next crop or ilometimes for
a whole year, but the interest is compounded. For instance, if he had:. 
barrowed 4 maunds of grain on a sawai basis, making 5 maunds that; 
he ought to have repaid, the debt as carried forward will become I) 
maunds plus lawai, or 61- maunds. When the rate is deorha then com
pouuding is occasionally on a sawai basis, i.e., if the original debt was. 
4 mllunds and 6 maunds with inter~st, it would· after compounding:; 
become 7i. More generally perhaps the grain debt is changed into a. 
cash debt, bearing a fixed rate of interest and secured by a promissory
note. Very occaaionlllly, if a borrower fails to repay a loan in the same
grain, the creditor will allow him to repay in another grain. .-. 

209. The running account.-As we have seen in an earlier chapter('9)o 
debtors often maintain a running account with their creditors, consist
ing of small sums of cash borrowed from time to time, or credit purchases, 
of grain, cloth and other articles. The only record of IlUch q.ansactioru;.. 
is the creditor's bahikhata (ledger), in which they are entered lIB they. 
oocur. All transactions in kind are reduced to terms of money. The 
acoount is made up every half year, in Kartik('O) and Baisakh. The
balance, unless paid by the debtor ,will be efther carried forwarcl 
to II new account or, if large enough, form the object of a re,,"Ular debt. 
secured by a promissory note on a fixed rate of interest. 

210. The account is made up in one of three different ways:
(1) The interest on each advance is worked out from the date 

""hen it was made to the date of repayment, or to the date of cloeing
the account. This method, of course, is entirely fair; but only on8' 
witness mentions it, so it is probably uncommon. 

(2) The account is made up and interest calculated from the date
of the firat advance to the date of closing the account, after which any 
11!>payments m&de during the COUI1lB of the period are deducted. This, 
method is unfair. The reeult of it is that intereat is charged on debt 
that haa actually been repaid, from the date of such repayment till the
d.te of closing. 

. (,') The", .... tbn. m~, (0) • _ ..J1ecl .. /; with • capacity 01 it __ 
to ulOd .. "'P".\'1Ilent. but • eaIoulated .. , __ ; (ll • _ ......... t 01 pin. 
uaually h.lf ...... " put in a h&nd.kefthief with the weigh'" 80 \baa the C1I1&i .... tor 
loa .. halt • ~ .... nery "'ishmon': this fraud is eolleclloop; «I the baI ".j.,.. ba~· 
WOI2bta 01 their 0_ 01 about 18 .t ..... to • _. The _ ia lit per ....... 
E\"ideDOe, ~. U, P. 17_ 

1") Ch ...... m. __ 119. 
!''l Ia _ ...... tlialri<. it II 1: .... 
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In both these cases the . rate of interest is usnally 87* per cent.-a 
high rate; but from the nature of the transactions the total amount 
aetualIy payable 01). account, of interest is smaIl. 

(8). Interest is chargeq all the sum total of the advances for the 
whole period, andtepayments are sl.'bseqnently deducted. Prima facie, 
ihis method of calculation amounts i.e sheer robbery, since interest is 
being, charged on advance!i before they were actually made. On the 
'Other hand, the rate of interest is usually a relatively low lump rate of 
two annas per rupee (doanm) for the whole period, and not a monthly 
cate, which reduces the charge considerably. Indeed, on a loan at 
Bs. IOO made for six months the inte~est would only be Bs. 12!, as 
.against Bs. 18i pnder either of the other two methods. 

211. 8ahukari account.-This is another running account peculiar 
"to the sahukari system of some of the western pistricts, where the client 
(asami) deals with only a single moneylender. We have two des
criptions of the method of keeping this account~ The first comes from 
Agra. Here the sahukaT keeps two accounts, for advances in cash and 
;grain respectively. . The grain is chax;.ged on the ordinary lawai 
system. The cash advances carry an'interest of 2 per cent. per mensem 
/from the date' of advance to the date of closing the account. From these 
accounts any repayments that may have been made are deducted; and 
the sahukaT has then 'the right to buy up the client's crops up to the 
iotal sum due, at a rate slightly below the market rate. An example 
will make this system clear. Let us assume that the debtor has borrowed 
Bs. 50 at the beginning of the period of six months, of which he has 
repaid Rs. 20 during the period, and that he has also borrowed 4 mauncl~ 
of grain at Rs. 5 a maund. When the account is made up he will then 

-owe (1) on the cash account Bs. 50 plus Bs. 6 interest minus Rs. 20, 
,or Bs. 36; (2) on the grain account, Rs. 25 worth of grain. He 
·will thus be entitled to obtain from the debtor's crops grain to the vahlP 
oaf Re. 61. Let us further assume, for simplicity's sake, that he ta1;:~s 
rthe whole amount in one type of grain, of which the market price is 
ills. 4 a mallnd or IO seers to the rupee. He will then receive in pay
:ment of his full dues 10! x 61 seers, or in round figures 16 mau"ds of 
grain, worth at the market price Ba. 64. His total profit at -ihe time 
,<Jf repayment will then be Rs. 14 or 28 per cent., whilst if he waits for 
,uhigher price of, say, Rs. 5, his profit will become Re'. 30 or 60 per 
. .,ent. The figures speak for themselves. 

212. The second method comes from Aligarh, and is somewhaii, 
!Ioore complicated. Only one account is kept for all borrowings, whetht'r 
~n cash or kind. Advances in kind are .hown at a cash value, which in 
ahe casp. of grain is calculatt'd at the highest rate ruling during the 



rl!l'iod of the account. The ,ahuka~ defends. thj~ on the ground that 
Jae could have sold at that price .. if he had. not lent the grain. At the 
end of six months the acoount is m.ade up and interest calculated at t.he 
40anfli .rate. Thereafter any repayments made during the period are 
deducted. On the other hand, if the debtor wishes to repay wholly (J~ 
pnrtly in grain, then in addition to the 'interest calculated as above 
he must pay an additional sum of inteJ?est of one anna per rupee cal, 
(:ulated on the value 'of the grain, which grain is taken over at one seer 
below the market rate. Further, if at the time or borrowing grain is 
.cheap, then it is divorced from the general account and lent separately on 
4awai, being both advanced and repaid at rates which give the debtor Ii 

loss of one seer per rupee. In this case, too, an example may be given. 
The assumptions are the same as in the example given above. . The 
debtor has borrowed Rs. 50 in cash (of which he has repaid Rs. 20) and 
4 maunds in grain, which is valued at the highest market rate ,of 
Rs. 6-8·0 a maund. The account when made up will then be Rs. 50 
plus Rs. 22 (principal) plu8 Rs. 9 (interest) minu8 Ra. 20, or Ra. 61. 
This a9 it stands gives him a benefit of Ra. 11 or 22 per cent. Let us 
~ext suppose that the debtor desires to repay Rs. 30 worth of his debt 
in one "kind of grain, which at the time is being sold at 10 seers to 
the rupee. The Cl'editor will take it over at 11 seers to 
the rllpee, thus obtaining 81 maunds. He will also charge one anna in 
the rupee extra on Ea. ao or Ea. 1·14-0. The creditor will thus obtain 
Rs. 81 plus Rs. 1-14-0 in cash and 8t maunda in grain, which at the 
time of repayment will be worth Rs. 83, making in all Ea. 65.14-0,_ 
profit of Rs. 16-14-0 or 81'7 per cent. Further, if he waits till the price 
of that grain has risen to Rs. 6, his profits will amount to Ea. 24-2·0 or 
48'9 per cent. Here again the ligures speak for themselves. 

218. In the sahukari system the only record of debt is the money
lender's bahikhata. It appears, however, that they are particularly care
ful in making up their accounts. The procedure is as follows. On a 
tix,ed date after each hsrvest the ,a11ukar assembles his clients and reads 
to each in turn the details of his account, both for sums advanced and the 
8uma reoeived during the past six montha. The client is asked to c0rro

borate each entry; which done. the price of payments in kind made by 
the cultivator is determined, and int~st calculated. The balsnce is 
then sttuck, and the client is told what more remains to be paid. If 
he pays thst balance he is given a receipt. This process is carried on in 
the presence of a number of other clients. and is generally regarded as 
entirely satisfactory and honest, .• 

au. Indioidual looll6.-The advances in these nlDnill~ IICCOnn~ 
JU'Il ~neraJly small; few indhidual figures exceed Rs. 80. If ~ _ is' 



1arger than this, it is usual to make a separate transaction of it. Up
to Rs. 99 a promissory note or an unregistered bond is executed. All' 
lldvance of Rs. 100 or over often forms the subject of a registered bond. 
The rates of interest in all these cases vary from one to two pice per 
rupee per mensem (i.e., from 18! to 37l per cent. per annum); but 
far the most common rate in all parts of the province is 2 per cent_ 
per mensem. Promissory notes are renewed every three years. 
since tha~ is the. statutory period of limitation. Whether It bond' 
is similarly renewed at intervals or not depends on whether it 
mentions a period of repayment. If it does, then renewal wi't 

,be necessary at or near the. 'end of that period. For larger sume 
.till a mortgage-deed is usually executed. II a mortgage-deed is without 
possession, the rate of interest will vary, according to the security ana 
the general standing of the debtor, from as little as 6 to 18i per cent.; 
12 per cent. is the most common figure. II it is a usufructuary mort
gage, then there is no rate of interest. as the usufruct takes its place. 

215. In all these cases it is usual to compound interest at intervals; 
the rest is usuaJly half-yearly, less often yearly and (very occasionally) 
on the renewal of the deed. -

216. When a debt secured in one method has grown by the accu
mulation of interest to an extent which the creditor regards as unsafe, he 
will invariably demand that it should be replaced by some better form' oC 
document. Thus accumulated debt, of which the sole record is a ledger 
entry will be consolidated in a promissory note or bond. Debt secured by 
It promissory note or bond may become in time the object of a mortgage
deed. When debt secured by It mortgage-deed has accumulated to 1101) 

excessive figure, then the only,solution is sale. On this subject, ho\v. 
ever, nothing more need be said, as the matter of mortgages has been 
fully discussed above. ' , 

217. Other forms of loan.-A qistbandi loan is usually secured by s 
special bond of its own (tamassuk qistbandi(") as well as by an entry 
in the qistia's ledger. The interest is, of course, included in the instal. 
ment. The first payment is sometimes taken when the loan isi'lmade" 
so -that the debtor actually receives only Rs. 9 in cash. II '(8yment of 
an instalment is delayed, a penalty of an aDna or two iJI usually exactsd 
for each month in default. The pawnbroker usually advancetf up to 
half the'value of the ornaments pawned'if they are silver, lind three
quarters oi that value if they are gold. The most common rate or 
interest is one pice per rupee (IS! per cent.). The rates of interesr 

(H) For an example of this document lee L. C. Jain, lndi,enmu Bank • .., ;. 
IndiG, pag .. Sf and 66. 
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Jharged by the Kabuli or Harhia vary, but are always exorbitant. "They 
Ire seldom below ono anna pt'r l'llpee per month, and occasionally go 
as high as 4 annas per rupee per month (75 to-SOD per cent. per annum). 
The sums advanced; however, are usually small, and so long as the 
usurer gets his interest he is generally indifferent about the punctual 
p&yment of his principd i the longer he can keep his unfortunate cJien~ 
in his clutchell, the greater the profit he caD. make out of him. 

218. A delftional charge. at the ezecution of II deed or f'epllyment oJ 
a loan.-It is usual whenever a deed of any kindo is drawn up to charge: 
the debtor with certain expenses incidental to the execution. These 
include in every ,Ilase the COBt of the stamp and the writer's fee; others' 
which mayor may not arise are the fee for registration, a fee to the, 
patwari for examining his records, and to the witnesses for identification. 
These charges oonnot be regarded as illegitimate; somebody has to pay 
them, and the obvious person is the borrower who is primarily benefited 
by the transoction. Other fees, however. which go direct into the' 
pocket of the moneylender are totally unjustifiable. Many of them 
have names of their own. There is, for instance, the gantl, khulai 
which is common in some parts of the hills. The amount is between 9 
and 61 per cent. Others are gaddi kharch found in the neighbourhood of 
Allahabad; the katauti of MuzeJfarnagar (6 pies in the rupee); the batta
wan of Allahabad which may be as much as 20 to 25 per cent.; the 
tipatvan of Bitapur (1 or 2 per cent.); the aalami of Gorakbpur (10 per 
cent.); the paharwa of Ba.sti. (5 per cent.); the khudoi plltai of the 
trlms-Sarda tracts (5 per cent.) and the doftar kharcl& of Ghazipur; 
which is, as its name implies, a contribution to the office expensee of the 
money-lender.(U) Many of these charges tre said to be moribund; they 
certainly would be hettsr dl"ad. Some sort of commission or discount, 
bowever, is prevalent in many places, which may be 88 smsll as 1 

-percent. and 88 large as 10 per cent.; generally speaking, the larger 
the loan the larger the discount. In one or two places it takes the 
shape of grain even if the advance is in cash. In Sitspur, for instsnce, 
91 seers is charged for every cash advance, In Gorakhpur the debtor 
makes hie moneylender presents of gut' or ghi. In Jhansi he h88 to 
provide him with the use of bis cart free, and lIupply bim with fodder, 
Billk and ghi below market rates. In Partabgarb and Kber\ again there 
is a payment oalled oop, of II seers of grain in addition to in~t. 
-------------------------------------------('") The IIlMIliDc of lb. o\bor lonna ill .. fa\lo_:-o" 0-/0. -ei .. ~'yi:t \be 

kno' (in ,h.. bin oh&.tt. .. bON lII.onq .. kept); eo. oJlOllin« &he ~ .. 6eWi "-
e-apen ... 01 "'. di .... (OIl .bid .... moneylender .. allail; ""'e .. ). .. K ........ 
... a ". r ......... _ diooou ..... ~~ ora..-_li_ or ........ _ 
\III ... lageeli'D(E • ~_ oripI.. ...,..... It •• PftIIteD,t. OD iD*roIhaa&ioD. _ iDtaodaO-· 
..... ,'"- -_ ia.of"-" -"8: i iblJ _ted wi ... ,...... to ... , ........ n..-,-" _ <Iiai,. ap _lOftIIiDs.-iA ........... .-..... __ .... -..dMl.. 
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Curiously enough we hear little of any charges for charity, such as aro 
common when selling grain in a market. They are mentioned in ody 
two places, Lucknow (dharmada) and Ghazipur (goshala). 

219. illicit charges of this kind appear uncommon on the repay
ment of a loan; in fact the only instance mentioned comes from Allah
abad. Here we are told that when a debtor ii repaying a loan, the 
creditor demands from him three gifts known as Ganeshi ka pao, 
mahajani pao and barkat (blessing). The pao is one-quarter of a seer, 
but by the market measures is equal to three.quarters. For the God 
Ganesh it is paid once, but for the mahajan it is paid once for every four 
t'upees' worth of gra.in. The "blessing" costs half a. seer, which is prof>. 
ably as much as itis worth. Thus if the transaction is worth Rs. 40, the 
mahaian will get in all St seers free. 

On the other hand, it is quite common for a. creditor to rewa.rd a 
debtor tor punctual payment by a reduction in the amount of interest 
(chhut). The amount of the reduction varies, but is sometimes as much 
as 50 per cent. of the interest charged. 

220. Illicit practices .-Two practices are found a.mongst money
tenders, which are not only illegal but \lighly dangerous. The first COD

msts in causing the debtor to execute a deed for an amount much Ia.rger 
than that lent; the other in causing"him to place his thumb mark or sig
nature on a. blank deed form, which the creditor retains and can subse
-quently fill up for such amount and in such manner as he chooses. One 
(lbject of these practices is to ensure that should a lawsuit ever become 
necessary, the amount of the decree will suffice to cover all the creditor's 
legal expenses, and a.lso make up for the loss of interest which· he ie 
certain to suffer as the result of the reduction of the rate by" the court. 
But the principal object is to keep the debtor completely under the control 
of the creditor. For if he proves unpunctual in payment or recalcitrant 
in any way, the creditor can then sue him for an amount much larger 
than that which he actually borrowed; and it will generally be quite'im
possible for the debtor to prove that the document is fa.lse. It is sa.id 
indeed tha.t these documents are rarely, if ever, used, being merely,peld in 
te"orem over the debtor's head; a.nd that the debtor will a.lways be per
mitted to repay the amount which he actua.lly borrowed, what~ver amount 
msy have been entered in a deed. There is little reason for doubting 
tha.t this is true. Nevertheless, such documents cannot be too strongly 
ClOndemned. (") Another common practice of moneylenders is to refuse 
So accept 'l'epayment in inst.tlments; they insist that repayment should 

( .. ) A variotioD of Ihia pnclioe Uo to .. use the debtor to gin • recoipl for • ...m 
larger than tbe DmooDt acloaJly borrowed. 8imilarJy, if i' becomu "eoeqary to 

renew aD uJ_ting bend aad tbe areditor has realon lo {ear eootumaoyon tho part of 
lith. debM. the noW' bond i.fregDeo"y mDah in esee .. ~f tbe aDIOwd really due. 
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be in one lump sum. This practice, though not megal, is undesirable. 
Few debtors can fiud the money for full rePlLyment, unless indeed thAY 
bOiTOW from a second moneylender with that objeot; and consequently 
they rem&in rermanently in the. power of the creditor. Finslly, 
it iK often .aid that moneylenders keep false accounts aud 
marupuiate interest charges to the detriment of their clients; and our 
witnesses occasionally, though in a very vague way, subscribe to this 
charge. Of this we have no proof whatever; and the income-tax officers, 
~ho have given evidence before I1S and certainly should know whether 
the oharge can be maintained, are entirely silent on the subject. lndeed, 
they affirm that no moneylender would ever object to showing a client 
his account if he wished to inspect it. No doubt mistakes occasionally 
ocour. hilt a~ the statement of Mcount reproduced in a preceding chap
ter(") shows, those mistakes are not lIIIways in favollr of the moneylender. 
As for IDauipulation of interest charges, actual cases are occasionally 
quoted in our evidence which undoubtedly suggest it, but the practice is . 
probably uncommon. The legitimatll profit which a moneylender can 
make is large enough to make such manip~lation generally unnecessary. 

~21. Relatiorl$ between agricu1tu~al debtor and credit~ .-The 
"elations between the peasant and his mahajan are usually stated in terms 
whieh suggest that the former is 80 helpless and ignorant fool in the 

. elutches of a powerful and unscrupulous kn8ove. But ''gener801 notions 
are generally wrong;" and this notion requires no little modification. 
The moneylender is much less of a knave than is commonly supposed, 
&nd the peasant not 80 much of a fool. There 1ft indeed one type of 
moneylender whose operations are. peculiarly dangerous to the cultivator, 
namely. the m80n who lends money not merely 80S an investment but !Ill 

.. means of ultim80tely a.cquiring his debtor's JQlld. Such usurers Bore 
usually wholly devoid of conscience 80Dd even dishonest in their de8olings. 
They are to be found m&inly a.mongst those a,,"l'iculturists who desire to 
extend their holdings or amongst the big professiona.l moneylenders who 
are a.mbitious of becoming landed m .... an8otes. The majority of money
lenders are men to whom moneylending is a business, out of which they 
must, 80S the Agricultural ('o()D!mission nsmind us, earn their liveli
Jlood. (U) All their transa.ctiollS Bore governed by business principles. 
'.rhe moneylender mus' pro'l'ide, as lou- 80S he can, safeguards against (h~ 
Tiaka which he "ma, and tllerefore his rates of interest DlUst vary pa.rtly 
with the amount of the loan, pa.rUy with the n80ture _of the ~urity on 
which it rests. The security of the small batlia is ultimately a seooncl 
calJ on his client'a crop. 01' even a third call, if a oo-operative society . 

(,') Chapter m, __ 99. - --------
("') Acri<ulmr.l I)wnminion'w ~. _ m.. 
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exists; but if the monsoon fail or a plague of locusts attack the village, 
there will be no crop and he must wait for his money. In such circum
stances it is scarcely surprising that he manipulates the rates at which he 
lends grain so as to benefit himself, and reduces his chance of loss by 
petty exactions in the nature of discount. So, too, with the bigger money
lender, mahajan or sahukar or sarraf. If he be asked to lend Rs. 500 on 
a first mortgage of land worth Rs. 2,000, his rate of interest will probably 
be 6 to 9 "per cen~. and compare favourably with that of a joint-stocK 
bank. If he be asked to lend Re. 1,500 on the same mortgsge or to lend 
Rs. 500 on the security of movable property, such as ornaments or 
cattle, then his rate of interest would probably be between 12 and 18 per 
cent. If he knows the borrower to be reliable and relatively free from 
debt, he will probably be willing to give him a loan on nothing better 
than a promissory note at 20 to 24 per cent. In short, as the amount 
of the loan rises or the value of the security falls, so will the rate of in-

. terest rise, until the stocl!: 'figure of 37l per cent. is reached, or tbe 44 per 
cent. of the qistbandi system,-figures which imply an almo~ complete 
absence of any security save the borrower's personal reliability. Nor are 
these the only factors of which a moneylender must take account. He 
must in the first place consider the probable circumstances sbould if be
come necessary to sue his debtor. He knows that in such a contingency 
there are many devices by which. the debtor can defeat bis claim, anet 
he knows too that the debtor, with the assistance of his friends and rela
tions will use them all, from the dilatory application for adjournment 
to the insolvency application. He knows that with certain types 
of debtor he has little chance of ever seeing his principal.again, and 
will be lucky if his interest is regularly paid. In such circumstances, 
such devices as the compounding of interest and the oaxecution of a bond 
for double the amount due become intelligible. Other more general 
elements enter into his calculations. For instance, though his deb~'8 
financial position may have been sonnd enough when he first gave bim 
the loan, that position may since have deteriorated: or be may have 
learnt of .. better investment for his money; or it may be tfiat the 
moneylender from whom h.e himself bas raised a loan is pressing him for 
repayment. In all these circumstances he will find 4,imself compellecf 
to put pressure on his own debtor, either to repay or to aocept a renewal 
of his old debt on less advantageous terms. The following 
example, which is vouched for by one of our most important witnesses, 
shows the working of these various fact.ors in the moneylender'S calcuJ&.. 
tions. "A land-owner of some wealth got into difficulties and proceed
ed to borrow large snms of m.oney. He mortgaged his property in the 
fi1'!'t instance to the bank for 6 per cent. and then obta.ined money OD 
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pronotes o.t II! per cent. from tJrdina.ry moneylenders. As his position be
ca.me W01·Se--a. fact which wa.s well known-the ra.tes of interest steadi. 
Iy r08e till they reached 24 per cent., while moreover the moneylenders 
in the Ia.ter 8tages of the proceedings executed bonds for twice the o.mount 
w hioh they ha.d loo.ned. The fina.l stage of the proceedings was that the 
Ia.nd-owner raised money on second and .third mortgages of his property. 
N eedle88 to 8ay, in the end the usurers did not recover any sam approach. 
ing the loan8 originally made by them or their interests." Remembering 
0.11 theBe fllet8, we find it difficult to bro.nd the whole cl0.88 of village 
moneylenders as unscrupulous uaurers. And, indeed, there are many 
moneylenders who displa.y in their rela.tions with then- debtors not only 
leniency but generosity •. There are ma.ny landlords who lend both money 
a.nd grain to their tenants on their personal security, on terms a.s fa.vour •. 
able a.s would be granted to the landlords themselves on the security of II 
land mortga.ge. Other agriculturist moneylenders, both Ia.ndlords a.nd 
tenants, show similar generosity not only to their own rela.tives, but to 
their fellow castemen. One of our witnesses, who had made special in. 
quiries into moneylender's malpractices in a. particula.r village, states tha.t 
in respect of a total debt of Rs. 95,000 there were in all only three com· 
pla.ints. The first wa.s that a. single insta.lment of money repaid ha.d not 
been entered up in the moneylender's account; the 8econd was a general 
compla.int a.ga.in8t the compounding of interest, wht'a, it may be noted, 
only took place on the renewal of the bond instead of ha.lf-yea.r1y or· 
yea.rly as is the U8Ua.! practice. The third wa.s that of a. Rajput who, 
ha.ving borrowed six rupees was made to execute a bond for aixteen 
rUpeE'8 with interest at 48 per cent., and thought he was hardly treated 
when, on repaying the sum three day8 llOfer, he had to pay 11 Ir"n8S in. 
tereat,-fo~>'Eltt.ing that this miserable little transaction had given 'the 
moneylender a.s much trouble and work as if the sum involved ha.d been' 
Rs. 600 instftd of six rupees. ~'or the rest, this witness reporis thali 
Dlost of the moneylenders concerned a.re very liberal in their dealings 
with their clients, whilst one had the reputation of never having filed a 
suit I\~ainst an)C client. "The chief evil in a moneylender's credit is not 
his high rate of interest or the falsification of books, which is practised 
by a minOl'ity of the 011188, bnt the fad that he grants loans for unprofit· 
able as well as profit-able objects and in amounts in excess of a Iv>rrower's 
nle&ns, and does not insist on prompt repayment on a good ha"est. His 
ambition naturally is ~ see his money well invested and to live on the 
Intereot."(") This statement from a _ll-known authority we regard as
a rnir dt-scription 'If the ~l1al/6 moneylender and his methods. 

(") Pap"" b, Mr. S. SIrit-klaad. 1.0.... (retiNol) ...a ...,.,... \be Bu& IDdia 
laooi.,loa. 011 If.reb 18, IN:O (EW ... r of April 11.1930). 
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1122. So much for the alleged knavery of the moneylender. As for th" 
ordinary peasant, he knows exactly where he stands with his mahaian; 
by dealing with him he secures three advantages which no other credit 
agency offers him. Firstly, the mahaian will lend him within reason as 
much money as he wants without making troublesome inquiries into his 
financial po~ition; secondly, he will pay him the money when he wants 
it without delay; thirdly, he will not press for repayment if he knows 
repayment to be temporarily inconvenient. These are privileges which 
the rural debtor appreciates, which he will not readily jeopardize and for 
which he is quite prepared to pay. Accordingly, he does not antagoruz., 
hi~ mahaian by injudicious objections to bis business methods, and sub
mits to his petty exactions as the price of his goodwill. Especially he is 

. careful, whenever circumstances permit, to be prompt and punctual with 
his payments, foi thus alone can he retain his favour. In a word, the 
peaeant knows perfectly well that he cannot do without the moneylender 
and acts accordingly, and the relations between the two are far more 
cordial than are usually supposad. 

223. Taqa1)i.-The Land Improvement Loans Act of 1883 and 
the Agriculturists' Loans Act of 1884 empower local governments to 
advance loans to agriculturists from State funds and to frame' rules 
governing the issue' cJ. such loans, The generic name for such advances 
is taqa1)i. Short-term taqa1Ji is granted under the Agriculturists' Loans 
'Act for productive purposes, generally for purchase of seed and cattle. 
and is recoverable from tbe produce of the harvest for which it is 
given. The security in such cases is ordinarily the joint ,personal 
security of a number of cultivators of the 96me village grouped together 
for .the purpose (zangirabandi). 'Long-term taqa1Ji is granted under th,,' 
Land Improvement Loans Act to finance permanent improvements, sucb 
as the sinking of masonry wclls, or the erecting of embankments. These 
loa~s are repayable by instalments spread over a number of years, a.nd 
are usually secured on landed property. ' 

224. The demand for loans for permanent improvement is limited, 
and applications ,for this purpose are rarely refused, provided' the 
tiecurity is satisfactory. Tbe demand for loans for seed and I bulloch 
varies greatly; in ordinary years its extent is small, hut in years of 
a.dversity it is almost unlimited. TaqafJi then forms a valuable a.djunct 
to private sources of credit, espedally 80S these have a. tendency to dry 
up at such times. 

225, And there is no doubt that the liberal and carefully regulated 
diatributions of taqafJi that take place, whenever a. calamity occurs, 8r& 

much appreciated. Nevertheless, it is true that in ordinary times the 
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cultivator much prefers to borrow from the professional moneylender 
than from the government, in spite of the much higher rate of interest 
that the former charges. This is .due, not to any defect in the Acts 
themselves, but to the manner in which they have been worked, II 

matter regarding which we have received a mllss of criticisms, which 
can be summarized thus. 

226. Preliminary inquirie8.-Distribution is preceded by pre
liminary inquiries to ascertain the nature of the security and the extent 
of credit required. These are made by the lower revenue staff, .pat
waris and qanungos, and too much reliance is placed upon their recom
mendations. These, it is said, bear little relation to facts: it is not 
the poor man's case which is recommended, but that of the'patwari's 
friend or relative. (") The result is that taqafli goes not to the man who 
really needs it, but to the man who possesses or purchases the patwari'B 
goodwill. . 

227. Delay in distribution.-Even when special arrangements 
ha~e been made, as in times of calamity, to multiply distributil)g.centres, 
they are few and fl\l' between, and the peasant must waste precious 
time on the road, which is rarely less than one da,y in each direction, 
and often a great deal more. In the hills, for instance, it may be as 
much as a week in going and another in returning. Further, he has 
generally to wait a day or two hefore his name is called, and he 
receives his money. The expenses which he thus incurs considerably 
reduces the benefit accruing from the low rate of interest which is 
chal'ged for a toqal)j loan. And if by chance he fails ultimately to secure 
a loan. he not only loses both his time and his money, but must apply, 
belatedly, to his usual moneylender, who, resenting his client's attempt 
to borrow from allother than himself, will not fail to exploit his neces-
sity to the utmost. • 

Further, toqal)j in any large quantity is seldom distributed till the 
lasl possible moment, so late that it loses much of its value. A loan 
for the purehase of seed is useless once the time for sowing is past: 
it will be t.aken, no doubt, but it will be applied to some other purpose. 
And even if there is still time to sow, yet distribution will still, as II 

rule, be so belated that good seed is scaroely procurable. In distri
butious of taqa"i the old saw is of special foree,-"biB dat, qui cito 
dat"-, he gives twice, who gives quickly. 

(~'I A olGiy io told thai durillc a ..... d .. ,ributioD of I • .,..,; ..,. fe. JM"' .,... 
the _'plOII\o mcludod tho pahrari'o ,.....,. aDd hio pDIl1. The .tory ia ....... that 
it ..... b' .. ha_. 
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228. Amount.-The amount allotted generally falls short not onl: 
of the demand (which may be exaggerated), but of the need. Yet 
surely it is useless to give a tenant Rs. 10 for seed who needs Rs. 50 
The loan will be accepted, because every little helps; but it will certainl; 

. tJe misapplied. 

2~9. Collection.-The methods of collection are freely described al 
11nduly rigid and oppressive. In theory a taqaIJj loan is repayable il 
onB sum at harvest time, but in practice repayment is rarely demandel 
till after the' claims of both. mahajan and landlord have been satisfied 
both, being on the spot, can a.nd do see to it that no other claim takel 
precedence of theirs. And so, when the cebtor is called on to repay, hi! 
cash is usually exhausted; and since 1I J knows th&t no grace will bE 

,given to him, he must either borrow from a mahajan to pay governmenl 
·cr he must sell IL pm of his property. But his assets are limited-hie 
land, a pair of bullocks, an unsaleable house, the clothes he stand~ Uf 
in, seed for the next crop, a few agricultural implements, IL stock 01 
home-grown food and the utensils in which to cook it. The method 
of collecting taqaIJj in short defeats its very object, and brings little less 

'-misery in its train than the usurer's methods. Again, each successive 
~rop carries its own debt, and if one fails, the neJj;t carries Ii double 
burden: and only if it is a bumper crop can it do 80 adequately. 
In other words, a cultivator can rarely cover one failure by less than 
two consecutive successes, and acCordingly requires more time for repay
ment than the taqaIJj rules allow him. 

230. C~ption.-These are the chief complaints which arise out 
of the working of the Acts; but there are others, no less serious, whicH 
are external to it. . The first of these complaints relates to the corrupt 
pl1!.ctices prevalent amongst the lower staff, alike at distribution and 
collec¥on. One fee is demanded before an application' is recommended, 
another when the security is verified, a third when the loan is actually 

. paid. And the fees are said to be high,-as much as 10 per cent. on 
payment, as much as 37l per cent. on verification. On collection, too, 
the aiyaha,.naIJjg (accOuntant) and the treasurer at the tahall most 
receive nazrana, which is usually one !lBr cent., with a lI)inimum of 
Rs. 2. But if repayment is delayed, the cost is greater still. The 
peon who serves the notice, the amin who executes the warraot of 
distraint must be both fee'd and fed. No amount of vigilanee by higher 
officers has yet succeeded in stopping such malpractices, with the result 
that the effective cost of a taqallj loan has been estimated at not lese 
tha.n 25. per cent. 

231. M ahajan fler8U8 gOllemment.-There are other minor rom
plaints relating to such matters as the nature of the security and the com-
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· plexity of the accounts; but enough has now been said to show that 
though public opinion may approve of the general principle of taqae£ 

· loans, it strongly disapproves of the methods in which these are both 
distributed and collected. It is not surprisiRg, therefore, to read of 
vill~es which have foresworn taqafJi altogether after a single experi
ence, or to hear that most peasants prefer the methods of the mahaja.n 
to. those of government. For he is much more accommodating in the 
matter of distribution, much less rigorous in the matter of collection, 
and, after taking into account the numerous exactions which accom
pany the grant of a taqafJi loan, he is also scarcely more expenqlvl;l. 

282. Volume of agricultuf'al ()f'edit.-We have estimated the total 
debt at 124 crores. .Of this some 70 crores represents long-term invest
ment in mortgages. Money is required annually to finance an aver~e 
of 51 crorea of fresh mortg~e debt, but it is safe to assume that this 
ngure is covered in ordinary years by money obto.ined from the re
demption of old mortgages; so that the provincial mortgage debt may 
be regarded as financing itaelf~all the more so since the payments of 
interest on such debt are avo.ilable to form fresh capital and finance freah 
advances. Excluding mortgage debt, the debt amounts to 54 crorea. 
O! this 54 crores some 20 per cent. ('") represents advances in kind,
a figlll'e of 11 crores; the balance of 48 crores is cash. On the basis 
·of the observed distribution between the various classes of moneylenders 
a sum of Rs. 8,94,00,000 is the amount of debt outstanding to the credit 
of government and the co-operative credit sbcieties. (<0) This leaves 
a S\lm of Rs. 89,06,00,000 which has been advanced by the professional 
moneylenders, landlords and tenants, divisible between. these as fol
lows :-

• 

ProI_ioDal DlOllqlowl .... 
TenIDIo 
Landlonll .. , 

Be. 

15.69,00.000 
17.86.00.000 
6.08.00,000 

The amount of credit required, therefore, to finance a,.aricultural debt, 
apart from advances in kind and advances made by government and 
~perstive credit societies, is just over 89 crores. 

288. We have been supplied by the courtesy of the Income-tall 
officers with an estimate of the capitol available in the hands of the 

, .. , Iloo pua. 181. 
(".) 80 Iv .. caD be ...... iDtG withotd • detailed GUIliDaliao aI the ,-!-ft 

.ac«mDtl. the aum aula1ancilOi &I the tUne wheo our statiata were lakeD. ...., abou.e 110 
lakha. 00 the _'"I" O\ .... ;....,J the figure wvaId be alnnl 108 lakJ.--..a _011 
.,me ,,-hicll .auppoi"tl: our .t.ale. 
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.rural and urban moneylenders. 1'he figure for rural moneylenders is
,765 lakhs. To this, however, must be added certain other sums. 

(1) The town moneylender invests freely in rural areas .. We' 
estimate the credit. thus- supplied at 2! crores (apart, of course, from 
his mortgage tmnsacti()nsreferred to above). . 

(2) A very large proportion of all rural moneylenders have incomes
below the taxable limit, whose transactions do not come within the
purview of the Income-tax department. It. is necessary, therefore, 
to estimate the capital of such moneylenders. In this we were
assisted by Rae Bahadur Lachhman Sita Ram Kher, Assistant: 
Income-tax Commissioner, who' examined old returns of the
time when the income-tax limit was Rs. 1,000 in place of the present 
figure of Rs. 2,000. As a result of his investigations he has given UH, 

as an estimate of the capital belonging to moneylenders with incomes
between these two figures, a sum of 41 crores. For the numerous 

-moneylenders. whose incomes are below Rs. 1,000 we estimate a fur
ther sum of 5 crores, making in all 19,90 lakhs, or a round figure of 
Rs. 20 crores. 

234. It. is necessary at this stage to point to two faetors· which. 
modify the Income-tax department's principal estimate of 765 lakhs. 

(1) The estimate of capital is calculated on the basis of the interest
actually recorded. Thi, method involves a certain amount of duph
catiof'. If A lends Rs. 1,000 to B at 6 per cent., and B subsequently 
lends the same sum to C at 9 per cent., then the interest relJ9rded for't) 
purposes of income-tax will be Rs. 60 in the case of A and Rs. 30' 
(Rs. 90 minll8 601 in the case of B. The capital calculated on this basis
will amount to Rs. 1,500, thouglI the sum aCtually in existence is only 
Rs. 1,000. To the extent, therefore, that money is borrowed to he-
re-lent, the estimate of capital is exaggerated. . 

(2) Interest is recorded for the purposes of income-tax only if it 
has actually been paid. It is, however, well known that interust Oil' 

agricultural debt often remains unpaid, with the result thllJ; the cor
responding capital has not been taken into account and that' the In
come-tax department's estimate is to that extent too small. In a year 
such as the present there can be little doubt that the former cause of 
error is outweighed by the latter; and we accordingly feel no hesi. 
tation in increasing the figure of 765 lakhs by half a crore on balance. 
Accordingly, the total sum of professional credit may be taken at 20! 
crores in cash; to which must be added a sum of approximately 5~ 
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crores on account of fresh mortgages and 550 lakhs in kind, mostly 
grain.(·O) 

235. So far as capital available to amateur moneylenders, ·viz., 
landlords and tenants is ,concerned, we have no' means of framing an 
estimate. It is, howev~r, obvious that the capital available to them 
must be at least equal to the \\mount of the outstanding debt, viz., 
1696 lakhs or round 17 crores in the case of landlords, and 55!) 
lakhs in the case of tenants. The margin between 'capital 
and' debt in the case of these moneylenders is not likely to be as large
as we have found it to be in the case of their professional brethren 
(2050 lakhs minlll 1522 lakhs which gives a margin of roughlY' 35 per 
cent.). We are inclined to put the margin at 10 per cent. in the, case
of landlords and 5 per cent. in the case' of tenants, making a total of 
2 nrores. To this must be added capital in the shape of grain to the
extent of 550 lakhs, of which Ii crores belong to the tenant. and 4l 
orores to the landlords. 

236. The volume of credit may now be summarized thus :-
1. Prole •• ional moneylendera 98 crorea. 
I. Lr.ndlorda and teoaDtI .. ~ ... 115 u 
3. Government and CQ.operaHve credit aocieties ....." 
4. Grain ... 11 It 

In short, a total debt of 124 crores is financed by active capital oC 
66 crores, to which must be added permanently invested capital to the
extent of 70 creres. Or, in other words, the total capital invested is 
124 crores, with a margin of 12 crores, or nearly 10 per cent. of the 
invested sum. It haa to be remembered. however, that the debt at 
the present moment is unusually high, that in ordinary times it pro
bahly d(ll'" not exceed 110 crores. and that the normal mar«in of capita) 
over debt would then be 26 crores or nearly 24 per cen'. 

C.-Effllcts of indllbtednll$8. 

237. Effll(t of Bgricu/tllml indebtedness on -tmnsf~ of pro
p~rt!l.-Since land is the only security aoolnble to ruml borrowem, 
it is inevitable that their'indebtedness should result in the transfer oC 
large areas of land, and tha' stIch transfers should usuallv be frem' 
th" 8!,'Ticulturist ~ the non-agriculturist. The process i8 • commonly 
n>garded as deplorable, not only because it involves the de.,"I'adation oC 
the .l8ndlord to the position of a mere tenant, hut because the substi~ 
tution for a heredit8l'Y cultivator of a mere l'I'l'f'iver of rents,-B man 
who doea not 'himself cultivate or \mow anything about Clultivation-, 
is lik~Iy'_~llit in impairing the fertility ~f the land. Such a man, 

, (") ~'''''' !!' gralD h-;;;;--.. omin.d lrom "'" I_'n d~t·. 
_hm_. ~ UIi..... _ euch tiraGMrtion. is rrprdtod as a put 01. comn e:ciaI 
proIIlI .... b",h "'" .......... __ did DOt lab iD.o ........ , iD Inming .be .. timUM_ 
~ tM au.~ nwae Dl.,. be IIWIlttoned. 'ha, nlia • .- tbeee 6gune, a_tely tbat the fnll 
Income .. DOt •• ware f'ftnl'lWd_ 
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it is said, will never spend any money on land improvement. He will 
regard the purchase of land as he would any other investment. His 
.only object will be to make money out of his tenants, as much as he 
.can and as fast as he can. It is impossible, however, to accept tbis 
reasoning without much modification. The landlord, who is dispos
seslfed generally belongs to one of the higher castes whose degradation 
is due entirely to his own extravagance, and deserves little sympatl.y 
.on tbat account. He is always himself a poor cultivator, and as often 
.as not a bad landlord. The non-agriculturist purchaser conld scarcely 
be a worse, and in practice is very often a much better landlord. 
Being a business man, he knows that there are industries in which 
.a larger profit can only be obtained by enlarging expenditure; and he 
quickly learns, if he does not already know it, that agriculture is one 
.of tbose industries. The Khattri or tbe Rastogi is in fact much more 
likely t{l spend money on the improvement of their land than the 
Rajput or Muslim, whom they have replaced; indeed, as they are apt 
to regard their land rather as a hobby than as a source of income. 
they are likely even to spend extravagantly, as a man will on his 
hobby. Nor is it necessarily true that a non-agriculturist landlord 
bullies his tenants. Those who attempt it usually learn that three or 
four stiff-necked occupancy tenants can make things very unpleasalll 
for their landlord, and will not hesitate to do so if they are given 
Rufficient provocation. The landlotd. having the longer purse, may 

. win in the end, but the struggle will not leave him unscathed. More-
.over, in India as in England, the city man who becomes a landowner 
usually prefers 'to play the benevolent squire, and is at least as likely 
10 display leniency with his tenants as severity. .~ 

238. Nevertheless, the expropriation of a hereditary cultivating 
-class by non-agriculturists is not a matter which can. be regarded with 
indifference; and it is necessary for us to consider to what extent agri
<cnltural indebtedness has resulted in such transfers. On this matter 
{lur evidence is neitber decisive nor unanimous. A majority of wit
nesses assert that such transfers are increasing, bot an appreciablp. 
minority deny it, whilst few give any facts and none .give any figures 
in support of their views. And, indeed, figures bearing 00 this matter 
.are not easy to come by. Rent-rate and settlement reports generally 
contain tabular statements comparing the distribution of the land 
.amongst proprietors by caste at the last and the previobB settlement. 
We have examined a number of these, bot they are apt to be mis
leading. They show the state of affairs at the beginning and end T""

peetively of a long period. never less than thirty years, and in recellS 

ilettlements sometimes 8S long R8 forty or even fifty years. All tbat 
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. it is possible to deduce from such figures is that certain castes i:a\"e
gained and others have lost land during that period; but there ill
nothing to suggest the circumstances in which; or the particular dates 
at which, the transfers took place. The figures, for instance, may re
present a few large, or many smali. transactions. The transfers may 
belong almost entirely to the earlier part of the period, when they 
cease to be of any present importance; or they may belong almost en-
tirely to a later part, when their importance is intensified. 

239. The results of our examination of such figures can be very 
bdefty summarised. We have examined some thirty rent-rate reportS' 
relating to five settlements thlit bave recently been completed, namely 
Unal), Budaun, Partabgarh, Lucknow and Agra, and also the figures 
of the Rae Bo.reli settlement, which are reproduced in the evidence.(n}> 
After some adjustment of the figures (which have been shown _ in 
different ways in different reports),. the principal results are as fol
lows:-{OI) . 

Aar •• 
1I.lplll. •• -S8!I,GOO 
Kuollm. -5I,COO 
DrahmaDI .. +158,000 
Ou. ••• ,doollu.lall +116,000 
NOIl-oldouUuoi.t. •. +107.000 

240. The genl'ral conclusion emerging from these figures is that
whilst Rajputs and Muhammadans have lost heavily, the consequent
gains have not all gone to the non-agriculturist classes. Indeed, by
far the largest gainers are the Brahmans, whilst other agriculturists, 
(which in these particular districts mean principally Kurmis, Ahirs,.. 
Ahara and Jats), have also made considerable acquisitions. And, it can
safely be asserted that of III these trnnsfl'rs by far the greater part-' 
waa the direct result of indebtedness: and that the new landowners,_ 
wheth~r Brahman, Kurmi. Jat or Vaish. Ire the moneylenders to· 
whom that debt was due. 

241. By the courtesy of the Revenue department we have aJso. 
blld access to figures collected in 1996-27 which show transfers of land-

("') Bm.n .. , ..,.. m. p. 198. TIle ...... • .. t. -"" -... ............. bl' 
DOl ... _ tho 8 .. dis_ ... titoIJ. 

("') TIle dil_ hol_ pin. and _ :. due (0) \0 tbe om ....... ~ _
mOIl' land in wbioh there .......... id_bl. inr..... .. • _, mainly .. the buil~ 
.. Iho Sud. Canal, (') to minor di .. _ ... uh~ _ '""""1. n m.y ........ 
mOlllioDOd u. ...... MQo\im '- ;. .......... by _itlDg to Ib;' ..... all Iuda _ -_t· 
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as between certain socia.l classes d \U'ing the period 1315 to 1333 F, cor
ifesponding to 1907-(;)8 to 1925-26 A.D. The castes and classes for 
which figures were then taken out are as follows:- .-

(1) Agricultural-(a) Abars an~ Abirs, (b) Bishnois, (e) Rajputs, 
{d) Gujars, (e) Jats (I> Kurmis, (g) T.agas, (h) Muslims. 

(2) Non-agricultural-(a) Gos~ains, (b) Kalwars, (c) Mahajans,
.Banias, Sadhs, Marwaris and Kandus. 

(3) Doubtful-(a) Bhuinhars and- Brahmans, (b) Kayasthas, (e) 
Rhattris. 

The classification is curious, and for our own purposes we have 
made some modifications. 

(1) Tagas like Bhuinhars claim to 'be Brahmans who abandonetl 
the priesthood for landowning and cultivation. If Bhuinhars are to be 
-classed with Brahmans, so should Tagas; and we have added their 
'/igUl"es together. Tagas belong entirely to the Meerut and Rohilkhand 
.(livisions, Bhuinhars to the Benares and Gorakhpur diviaions. 

(2) There can be no doubt that the status of Kbattris and Kayas
thas is non-agricultural, and we have transferred them to that 
-category.(n) . 

Thus rearranged, the figures (which represent thousands of acres) 
.are as given in the table below:-

-
Bajpub MUllim •. 

Division. 
Area in. Area in. 

Diller· Differ ... 

1907-08. 1925·S6. en ... 
1907-08( 19i5·S6. eoce. 

~eerut. 672, 571, I -1, 1.8!l7, 1,181, -1'6 .. .. 
.A~ra .. 1,665. 1.6S'>, -80, 577, 5~9, -8 
Bohilkbavd .. 1,5)8, 1.403, -9i1, 1.002, l,9j6, -68 
Allabobad .. .. 1.718, 1,631, -81, 921, 88'. ...s7 
Benarea .. .. l,99!!, 1,!.iIiSS. -21, '9', t7&, -IB 

'Gorakhpur •• .. 1,670, 1,658, -87, 688, 676, -l~ 

Luoknow ... . . 8.959, ',166, .+i06. 1,418, 1,880. -88 
Fl .. bad -. . . 8,96 , 8,919, -43, 1,666, US., -!S 

. 

., 
Tot.1 .. 16,11&1, 16,i30. -Ill, 8,963, s.~!!' -431 

- --- ---- -
(") There are other eurioeitiea in Ibis cluaification. It is not, of COIII'Ie, ODm~ 

p\ete· • 1arge number 01 both ogricultora1 and 1IOD.agricu1tora1 _ ar. omilled. 
mUlY of whom. are impor1ant. Yet room ja. found for special men.tWD of BiJbDOia" 
Goshains and Sadha, DODe of wbich are true castes but aecte which have become 
cutes, and which between them. do nol number more than 150,000 at mOllt. The el .. ,i· 
tication of the principal nOD-agriculturists iI "80 lUl8&tisfactory. Mabajan and Bania 
are DOt castes, but oocupational Dames; Sadb is • &eetariao cute wbcu principal indo.try 
is calico "rinting and nol monrrylending; whil&t tbere ia nn more reaann for meotioniD, 
the Kando (grocer) thaD lb. Halwai (conlectiUDer) or the Teli (oil __ I. 
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llra.hmo.DI, BhuiDbarB 
AgriouUura.l other. Non .. Agricultura.l. and '1'.gal . 

• 
DhbjOD. Ara In. 

Dilf- Area In. Diff- Area in. Diff-
er- . er- er-

L901-0S. lIn5·516 enoe. L901-08. 19!16·26 enoe. 1'-07-08. lln5-26. ence. 

)hero. MI, 571 +140, 1.809. l,Sil. +12, 988, 1,183, +200 
Agr. .. 9S1, 1.n7, +86. StO, 89i, ,-18, 1,984, 1,169, -66 
RohUkhand •• 669, 700, +41, 780. 768, +88, 1,4gs, 1,65', +226 
Allababad .. 1.607 • 1.UO, -67, 28', 8U. +63, 1.067, 1,189, +7i, 
Beo.rel 870, 988, +68. 11, 9~, +18. 8St. 485, . +151 
'Gorakhpur •• 1,098. 1,101, +8. "0', '21. +28 85'. 8S9, -15 
Luoknow • I. 6SU. 109, +88. 1<10, 167. +17. 718, ';85, . +1~ 
Fy •• bad . . M~ • ' 890, +S8. U, 61, +17, S86 S~8, +18 

-
Total .. 8,096, 6,86S, +11>1. 8,769. 8,909, +147, 6,9'8. 'l.6OSI:. +6a4 

. 

These figures show the non-agriculturists 118 relatively larger 
gainers and the Rajputs as relatively smaller loa.ers, than the settlement 
'figures quoted above. The explanation, of course, is fiT8tly, that the 
two sets of figures refer to different periods: and secondly, tllat the 
4I6ttlement figures relate to only six districts whilst these figures relate 
to eight divisions out of ten. There is, however, a close general cor
respondence. In' both sets of figures tlle losers are tlle Muslims and 
the Rajputs, and everybody else ha.a gained. Here, too, there can be 
very little doubt that the greater part of the loss is the result of in
debtedneBB and that the gains have gone principally to the moneylender& 
'Who financed the debt.(ae) 

242. Whilst the losses shown in tl1is table amount to 542.000 
-. the gains exceed them by no less tllan 530,000 acres; a discre
pancy due to the fact that tlle figures relate only to the castes Ql classes 
mentioned, and not to all. The greater part of tl1is additional lose . . 
ean probably be explBlDed by-

(1) &ales of European estates: there have been several such in 
Gorakhpur, Basti and several otller western districts ;(IS) 

(2) &ale of Sikh estates: in recent years one such estate a* 
least ha.a changed hands (Rae Bareli); 

- ---_ .•..•. _------
\") The ~ iIlcl_ in Ibe _OIl group hen h.... actually 1001 land. 

",hilal \be Bhuinb ... (w_ &su- ore .... -"') ... boIi<m1ol .. ha ... ..- lillie, 
., al all. 

I") One '" the ........ ~ ..,...... .... mod. in • ~I ..... hid> formerly bokcopl \0 .. 
£wopouo O'lO'llor and b .. __ ...... 10101 II> .. Vaiah. 
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(3) sales of estates belon!!"in!! to N anakshahi arid possibly to other 
faqirs. We understand that in some parts of the province 
faqirs' akharas own considerable areas of land with wl!ich 
they have been recently parting; 

(4) in Oudh, purchases of land by government in connenon with 
the Sarda canal. 

243. Our general conclusion, therefore, -is that certain agricultu
.ral classes, notably Rajputs aud Muslims, have in recent years los~ 
a considerable area of land. The cause in most cases was nndoubtedly 
their indebtedness. Of this land. about 60 per cent. has passed into the 
hands of non-agriculturists, generally the creditors of the dispossessed 
owners. The rest has passed into the hands of other agriculturists. 
There can be little doubt that the debt which caused these losses was 
born of extravagance, itself the result of a desire to maintain social 
prestige. In such circumstances we cannot regard ourselves as justified in 
recommending an extension of the Bundelkhand Land Alienation Act 
to the whole or any other part of the province. So far as the transfers 
have been to agriculturist purchasers, the change was almost certainly 
for the better.S:> far as the transfers were to non-agriculturist pur
chasers the change was not necessarily for the worse. Considering all 
the circnmstances, there may be, we think, cause for a further and 
fuller inquiry. with the object· of obtaining later and more complete 
figures. But beyond that we are not prepared to go .. 
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APPENDIX I. 

8tatisti88 and estimates of debt. 

1. I. Land mortgage8.-The records in the Registration depart
ment do not distinguish between mortgages of land and mortgages of other 
property. The Inspector-General, however, was good enough to cause 
II detailed classification to be made of the returns of four districts. The 
'our districts selected for detailed classification- were Agrll, Bareilly, 
Baharanpur and Partabgarh. Of these the first three contain cities of 
different sizes: the popul~tion of Agra is over IS5,OOO,that of Bareilly 
129,000 and that of Bahsranpur 62,000; the fourth had practically no 
urban population at all. Since land mortgages are almost exclusively 
of rural, and mortgages of other property are almost exclusively 
of urban origin, the four distri~tB exhibited totally different ratios between 

• hmd mortgages and other mortgages 11$ follows :-

(1) Agra 45 land, 55 other. 
(2) Bareilly 54 land. 46 other. 
(3) Baharanpur 74 land, 26 other. 
(4) Partabgm'h 94·land, 6 other. 

'These olassified statistics o.re reproduced in Table I. The securing 
of a 10l\n by II mortgage with possession of a crop is curious; yet there are 
aix cases of it in Saharanpur, lind thirteen other cases where the crop i8 
mortgaged without possession. Of the jajmani8 mortgaged, one in 
PBrtabgo.rh WIIS II Brahman's purohiti, or priestly dues. Certain others 
belong to Mahabrahmans (funeral priests). Most of them, however, 
belong to Bhangis (scavengers). The mortgages of gardens and trees 
range from Rs. 20 on a single tree to Ra. 2,000 on a go.rden. 

9. The Inspector-General also provided us 'Yith (1) the figures of 
mortgagea by districts for 1928, which are given in the aixth column of 
Table II: snd (9) the provincial totals of mortgages for Uie I~ twelve 
lears. These are given in Table m. 

S. With the help of these .figures we have fnuned Uie estimlltee 
of hlnd mortgage debt ;Which ·are discussed in para,.,"n\phs 156-157. 
The methOd of calculation WIIS as follows :-

(l) The districts of lhe provinces were arran/!,ed in groups 
corresponding in their general attributes to the four sample 
districts for which we had classified figures. The 
pereentages mentioned llbo\'e wl're modified to suit Iot-aJ 

9 
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c.ircumstailces : for instance, in Bundelkhand,lalld 
mortgages, as a result of the Land Alienation Act, are
unpopular, whilst in the permanently settled districts they 
are more than usually numerous because certain cla;ses 
of, tenants have a transferable right. 

(2) As the figures of the registration department are those of the
registration circle, the district percentages were then com
bined as requisite, being weighted on the basis of popul&
tion. Finally, they were applied to the circle statistics. '. 

(3) The sub-division of the total land mortgage figures into ordinary 
and usufructuary was carried out in a similar fashion .. 

The result was the figures in Table II. 

According to the figures of the four districts the proportion or 
usufructuary to all land mortgages is 32 per cent. It is. 
however, disturbed by the figures of Partabgarh, where the 
proportion is well over 50 per cent .• a fac~ due not only to 
a relatively high number of such mortgages, but also to a. 
considerable number of individual mortgages for ·Iarge
sums. Generally speaking, howev~r, the proportion appears
to be. slightly over 20 per cent.; and this figure has been 
taken in the case of all districts except 8 few regarding 
which definite information is available to show 'thai 
usufructuary mortgages are specially common, The toW 
amount of such mortgages is then Rs. 145,25,000 or.2O' 
per cent, of the total. 

4. These figures, however, are those of a single year only; and at 
!lny one time, the tota;l mortgage debt consists of the accumulations of 
many years. For simple mortgages the maximum period is generany 
17 years [see paragraph 152(1)], and the average period can be taken at 
12 years. For usufructuary mortgages the period may be as much as. 
60 years, and the average can be taken at 20 years. Assuming that the
proportion of Ian!] to other mortgages is reasonably constant. 
then we can obtain an estimate of the total land mortgage debt of the 
province by applying to the figures in Table ill the proportions result
jng from the figures jn Tabie II. Table ill can be taken as it stands 
for simple mortgages, since it relates to a twelve-year period; for 
nsufructuary mortgages, since the period is 20 years, the figures must 
be increased according-Iy. It i~ on this calculation that we have arrived 
at our estimate of 70 crores of land mortgage debt, of which simpLt 
mortgages account for 44l crores, and usufnlctoary for 251 crores. 



( 131 ) 

~ <G •. These ~stimates rest on a very narrow basis of fact, and the 
~e8t that can be claimed for them is probability. . 

6~ II. A gricultl.lral debt.-"-We have at our disposal a mass· at 
figures relating to debt.: They are derived from different sources. 

(a. Settlement /igl.lreB.-These were collected by settlement officel'l 
In the course of their economic inquiries during the years 19)18 and 1929. 
But unfortunately, the, are available only for parts of some six districts,(') 
live of which, moreover. form a compact tract. in the Gangetio PlaiD. 
so .. .that thel"El is a certain sameness in their figures; whilst the figures 

. 'hem~lves, except in one case (Rae Bareli) , relate to debtors rather 
than debt. Consequently, though these settlement statistics &I:e of 
considerable value in many ways, we have only been able to use those 
which relate, to Rae Bareli in framing our estimates of debt. They are 
fully discussed in a separate note, prepared by thll Chairman, which will 
b!I found in the Evidence, volume II, pages 1 to 20. 

'I. (b) WitnuBs,' percentage satimats8.-Many witnesses in answer 
to onll of the questions in Part A of the questionnaire have supplied us 
with percentages representing their icle. of. normal distribution of 
.debt between different objects. There are 71 sets of these percentage 
estimates (upnrt from a few that for one reason or another had to be 
di.carded). At first sight these estimates appe8l' to be mm! guess work; 
hut inquiries made at oral examination and careful scrutiny' of the 
evidence show that they are mQre. They are often based on the witnpss'p 
special knowledge of debt in .; particular place. They are sometimei' 
the results of lac,,1 inquiries; most often perhaps, they represent not tho 
opinion of a single person but the joint opinion of several persons ill 

. consultation. They have to be used with caution, but sWI they can be 
nsed. They nsunlly may be tnken as representing a normal distribution 
of debt in a normal year. Some witnesses indeed have given two sets of 
estimatE'S, one for normal times and one for abnormal. 

8. (el Statistics collected by toitneS8B8.-Our village survey reports 
contain statisti~s of actual debt, collected by local inquiry: whilst other 
atatistit'.8 have bef'n supplied by witnesses, either from materials in 
their possession (mainly the accounts of district oo-operative banks). or 
911 the result of local inquiries wbich they had themselves made. Th_ 
ara ill aU 43 sets of such fi~U'eS, relating to an>88 as IRrgeas a tahsil and 88 
small 8a II few familil'8, but mostly to single vil1~, The rota! amoum 
was 'Rs. 88,57,000 in round figures (of which some six lakha represent 
the Rae Bareli settlE'ment fignres mentioned above and anothl'l' Iakh 
I'f'prt\9l'RtS figures taken from the Unao rent-rate I'f'pori.q\. 

(') Luobow, Va ... , But 1IueIi, Partabprll, Bua _ .... __ 
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9. 'I.'hese statistics have only a limited utility. For the most part, 
they were pre.sented as.illus.trating th~ o~jec~s on which debt is incun:ed'J 
and as a basIS for estimating the distrIbution of debt between vanou2 
objects, they' are of great value, though, even for this purpose, they are 
to some extent vi~iated by the fact that they have been taken at dilferent 
times, 3Ild therefore represent dilferent economic conditions. On the 
other hand, it is not always possible to discover how many individuals) 0, even how many villages, are concerneq in this "debt; whilst as chaned 
would have it, they are unevenly distributeq over the province. Thefi 
relate to 22 districts('): but nearly 16 lakhs relate to the hill tracts;. 
nearly 8 lakhs relate to five neighbouring Oudh districts; about 4! lakhEf 
relate to five western districts: the rest to scattered districts in the i 
centre and east of the province . 

• 
10. ,They have been used (1) in conjunction with the witnessea', 

estimates mentioned above, as a basis for the estimate of distribntion 
of debt according to objects; (2) by themselves, as a basis for the estimate 
of distribution of qebt according to its period. f 

. , 
11. (d) Statistics collected by ,the Tellenue staff.-It became 

apparent in December that the figures of debt already available wotWt 
not suffice as a basis on which to build up an estimate of agricultural 
debt for the whole province; whilst the information available regardind 
certain important aspects of" agricultural debt were wholly inadequate.) 
These were-(l) the distribution of debt acCording to caste or mar 
status; (2) the distribution of debt as between landlords and tenants ~ 
(3). t~e dis.tribution of debt as between hol~in~s o~, dilferent sizes; (4\ 
VarIatIOns ill the burden of debt; (5) the qlStributlOn of debt amongsf 
various classes of creditors; and (6) the proportion of indebted to debt' 
free. We accordingly decided to collect further figures, and at our 
request Government kindly agreed to lend us the services of the superior 
revenue staff for the purpose. We accordingly devised cerlain formf 
which we sent both to the supervisor quanungos and the inspecton 
of the co-operal;ive department with instructions to fill them up fox 
three 'villages in each officer's circle. The work took longer than we 
expected; many of the returns were not received till April, and even at 
the present time (May 24th) there are still some returns due. By thiR 
method, however, we have collected the ststistics relating to 1.38IJ 
villages with a population of nearly 675,000; whilst the number of 
individual eases examined amount to some 54.000. It is on these 

f 

(') NainiTaI, Almora, Garbwal (billa>; BolaIulebahr. Muttra. lleenlt. AIi~.J, 
Mainpuri (wool); Rae Bareli, Unan, Harcloi, Plrtab""rb, Bars Banki (Oodb); B ....... 
lIarrukhabad. Etawab, Allahabad, Buti. Gorakhpur. Benarft. Ghazipor, Minapur. - . 
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figures that all our other estimates relating to debt are based. The 
total figure of debt is over 88 lakhs. 

12. Estimate 01 distribution of debt according, to its obiec~.":" 
This estimate was based on a combination of the percentages proVIded 
by witnesses (paragraph 7), and the statisticsmentioned in paragraph 8. 
The process of compilation wa.s as follows :-

(a) The 43 sets of statistics were combined into 22 district totals, 
and reduced to percentages. 

(b) All percentages wl,e then combined into three main groups
"productive", "unavoidable", and "unproductive": In 
the first group the principal items were purchase of seen J 

plough and milch cattle, and manure,. labourers' wages, 
the building or repair of wells and houses, and the pur
chase or mortgaging of land. Under the head "unavoid
able" were placed borrowings for subsistence and the 
pa~ment of revenue or rent; and, underJhe head "unpro
ductive", all borrowings on account of social or religious 
funotions, litigation or the repayment of old· debt. By 
oombining the first and second cla..ses a second classi
fication was obtained into . "agrioultural" and "non
agricultural" deiht, and, by combining the second and 
third, a £bird classification into "prcxluctive" and "unpro
ductive". This arrangement also had the effect of 
smoothing out minor differences. 

(c) The percentages were then arranged in groupe by districts and 
natural divisions, and carefully compared. Those which 
were markedly different from the reet were' discarded 
altogether. The total number of sets of percentages was 
94, of which 71 were witnesses' estUnatee and 22 were 
based on actual statistics; of these eighteen sets were 
diacarded. 

(d) Finally, the percentages were amalgamated. The resultant 
figures are in Table IV. .. . 

18. Estimal~' 0/ dismb'Ulion 01 debt aceording to "mod.-Most 
01 our witneslle8 have expressed an opinion re.,"Rrding the relation 
of long-term to short-term <lebt; but their statements are almost invari
.b~ vague and inconclusive. And when a witness baa provided an 
Mtimateboth of the distribution of agricultural debt by objects and of 
Its distribution by periods, the two estimates are generally irreconcilable. 
On~ of our best informed witn_, for instance, baving given lID 

~ti.mats of \he fonner kiud which suggests that 87 per cent. of \he deb' 
IS long-term and 63 per cent. shorl-tsrm, followa R up by _ying tbat. 
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,90 pet cent.·o£ the debt must be regarded as long-term. This witDe.,;, 
when he ll1ade the second statement, was undoubtedly thinking not of 
the period in which debt of a particular kind ought to be repaid, blJ~ 
of the period in which it probab'ly would be repaid; and, no doubt, the 
same explanation covers other similar cases. But there is much con
fusi,Jll; ana accordingly, whilst discussing the distribution of debt by 
purposes, we propose to consider only the figures of actual debt already 
mentioned. Out of the total of nearly 331 lakbs no less a sum toon 
291 lakhs has been distributed in sufficient detail to make a complete 
and accurate classification possible. F'or the balance of just over 4 
lakbs there is less information, but we have sub-divided it according 
to the proportions in which the main sum of 291 lakbs is sub-divided. 
Figures of this kind, consisting as they do of, 43 items derived from 

· 23 districts all over the pwvince, make an adequate basis for discussion. ' 

The figures are given and fully discussed in paragraphs 169 to 175. 

14. Other ~8timate8 of agricultural debt.-All other estimates are 
· based on the statistics collected by the revenue staff. Before these could 
· be used, however, they required certain adjustments. 

(a) The figures had been arranged in two ways, (1) according to 
• different types of" debtors and (2) accor<ling to different types of creditors. 
The two sets of statistics of course, should haY'e corresponded exactly; 
w fact, they diff~red in the case of every single district, and not only 
in respect of the a.mount of debt but of the number of debtors; and in 
Ihe total, the· figures arranged according to creditors exceeded those 
~rra.nged accoriling to. debtors by some 20 lakhs. A close examination 
~isclosed: the reason. The increase in' the number of debtors 
was due solely to the fact that many of t!J,em owed money to two or 
more creditors, and thuil reappeared several times over. A decrease in 
the amount of debt meant merely that the inquirer had been unable 
to obtain complete information regarding the claSBification by creditors 
anil.had left a part u~c1l1Ssified. An increase in that amount was ,almost 
invariably explicable by 1!he discovery in the registration office of laM
lord's mortgages secured on the village which had not been tnentioned 
tD the investigator during his local inquiries. It 'was, however, a task 
of no small difficulty to adjust the figures. 

'(b) In a few instances the investigators had misunderstood their . 
instructions regarding .·he record of, debt-free cultivators. In three 
districts they were omitted entirely; in two others they were impossibly 
Jow. In all these cases the number of debt-free was estimated on the 
basis of the figures of neighbl)1Jring ajRtri~tB, whi!'h in other ~ 
.bowed similar figures. . 
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15. The figw'es will be found in Tables V to IX. 

Table V shows for tenants and peasant-proprietors the distribution 
(If debt acoordingto four sizes 'of holclings-namely, (1) less than five 
acres: (2) between five and ten acres; (3) between ten and twenty 
1I.Cres: (4) twenty acres and over. By peasant-proprietor is mean~ the 
~man pattidaf' who whilst owning land of his own is also ~ tenant 91 some 
other brother pattidll'r. Their figures have been oombined with those 
of tenants because in all-important eoonomic respects the tWG are 
indistinguishable. In each case the figures given are the llumber of 
debtors and, the amount of debt. 

Table \"1 "how~ the correlation betweell debt and the rent~r 
revenue paid by tenants and peasant-proprietors. These figures alford 
a. fa.ir measure of the burden or incidence ot clebt. This table shows 
the following figures: (1) number of debt-free, (2) the number of debtors, 
and (3) the amonnt of debt, under the three following groupe:-

(a) where the debt is equivalent to less than one year's rent, 
(b) where the clebt i. more than the rent of one year and less than 

the rent of two; and 

(e) where the debt is more than the rent of two years. . 
These figures al'e also 8l"ranged in such a way 88 to show the number 
of persons "<1.10 can be regarded as unencumbered and encumbered by debt 
respectively. The unencumbered are those who are debt-free or owe less 
than one year's rent. The encumbered are those who owe more than 
one year'. rent. 

Table VII shows the humber of landlords who are debt-free and 
indebted and their total debt. . 

Table VlII shows the distl'ibution of debt according to various 
clllll9C8 of creditors, na.mely, village flllJllajafl8, town moneylenders, land
lords, tenants, Government (taqatll) and CO-Ol'erative credit societies. 
~here is also a l'Olumn for unclassified debt. 

Table IX shows the total debt both of landlords and tenants arranged 
i Ii six caate groups as follows :_ 

(1) High caatee--i.e. Brahman, Rajput, Musahnan Rajput, 
&aiyid. Shaikh, and Pathan. 

~ Castes of good agriculturists-Abar, Ahir, Kisan. Kurmi, and 
Lodha. 

(S) Marke' gardening castea-&ghban, Kaabhi, Koiri, Mali, 
MURo, and Saini. 
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(4) Agricultural castes of low social status-Bhar, Chamar, lind 
Pasi. . 

(5) Non-agricultural castes-Ka)war, Kayastha, Khattri, and 
Vaish. 

(6) Other castes. 
This table shows for each district .and each caste group the number 

of persons who are respectively debt-free and indebted, and the amount of 
debt .. 



Serial 
Dum-
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---

1 

lI&a 

, 
5 
6 
7 
8 
9 

10 
II 
12 
13 
U 
16 
16 
17 
18. 
19 
lID 
·21 
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In 

lIS 
97 
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29 
80 
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TABLE II. 

E.timut.d di8tr.butiol& oj r~gi.tered mortgage8 1928. 

(000'8 omitted.) 

t.and. 

District. O'her. 
Uaufrno-Ordinary. 'luar)'. TOlaL 

~ 

• B •. B •• R •• B .. 

Sa.bar.Dpur~Dehra 
Dun 

16.60, 8.7i. 18,8i, f,li, 

Meerut~Mtlzaffarnagar- 68,45, 17,11, 85,56, '6,01, 
Aligarh-Buland-
Bhahr-Etah. 

Agra-Muttra .. 17,69, 5,90, ~,69, 19,81, 
Fa.rrukhabad .. 5,45, 1,'0. 6,85, i.98. 
M&inpari .. Etawah .. 8,06, i,06, 10,111, 8,87, 
Bareilly .. .. ~ .• 1. 1,90. • 8.41. 7,08, 
Pilibhil .. i,3i, 50, i.9i. M, 
M.oradaba.d-8ijDO~ .. 17.23, ",50, il,58, 1',85, 
BUdaUD •• .. 4.91, 1,05, 6,26, 1.88, 
Bba,hjabanpur .. 8.12, 77, 8.89, .,10, 
CawDpore-Fatehpnr •. la. 76, 8,44. 17.20, U,oe, 
Bg,nda-Ham:rpur .. 2.20;, 56, IrSt, 1,87, 
Allahabad .. .. 5,40, 1,.0. 6,80, 6.77, 
Jhan8j~Jalaun .. 8,01t 77, 8,8', 8,84. 
Benares .. 8,00, i.OO, 10,O'l, .,t3,77, 
Minapur •• .. 9,71, 8,00, li,71, 4,24. 
Jaunpur ... .. 18.20, 5,00, !a8.20, '1,'16, 
Gbazipur-Ballia .. Sn,Hl, 18,00, S3,li, '.~!a. 
Gor.kbpur·B8s&i -. '.lI,O:), 81.01, 5g,Ol, 6,74, 
A •• mgu,rb .. 8:71, i.,S,), 11,51, 1,60, 
Naini Tal .. .. 200, 9" g,g., 1,04, 
Almora .. .. !loOO, 89, 2,89, 80, 
Garbwal .. .. 66, 20, 88, 10, 
Lucknow-Una.o .. Bara 80,0&, 1,~o,> 87,6" . ti,OO, 

Banki. 
Hardoi .. .. 18.20 • 8,40. 16,61), 4,17. 
Sita.pur-Kheri .. 2~,6!lo 6.58. i6,16, 4.61, 
Gonda·Bahrajob- 14,18, a,oo. 10,18, i,24, 
Fysabad-SDUanpur •. 24,l8, 8,OJ, 8~,l8, 4,38, 
Rae Ba,eU-Pa,tabga,h 9,66, 11,00, 20.66, 1,80, 

• 
Tol.1 .. 8,80.81, I,U,lI5, 6,i6.56. lI.OU,95, 

Grand 
total. 

B .. 

i6,", 
1,81,68, 

42,90, 
.9, '18. 
18,49, 
15.44, 

8.U, 
85,83 
8,09, 
6.99. 

811~' 
4,68, 

18,51, 
'1.68, 

SS,79 
18.95, 
80,95, 
87.8', 
63.75, 
18,11, 
8."8. 
8,19, 

96, 
50,04, 

to,77, 
80,18, 
b,87, 
88,61, 
.,45, 

7,s8,61, 
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TABLE III. 

Numb,,. a'lld lIaltu of mo,rtgog .. d,edB relatingta immot!a~l( proper:!y 
r.gistered durmg the twtll:. lIearB191'T to 192'1. 

, , . -, . . 

I'otal num ber Aggregate Bori.t of mortgage. value (or Demarks. Dumlo. Y.~r. regiltered . mortlage ller. . during tho mo"ey) . y.ar. 
, I . 

-c 
R ••. 

1 1017 .. . . .. 101l.8U 5,111.61.~S9 

~ 1018 .. j. .. &8,7111 6.84,81.6'9 I .. 
iI 1919 I lS6.786 7,60,98.7l1t .. .. .. , 
• 19110 .. .. ... 109,98' 6.70.97,889 , 

i B 19111 , U8, 7110 '.011.18,619 .. .. .. 
0 19211 , 

103.910 7.69,61.828 .. .. .. ., 19118 .. •• .. 109,855 7,10.961'851; 

8 19l1' .. .. .. 98.046 '1.':6,96,8$0 

D 19116 .. .. .. 1.08,966 U7,06,ooA 

10 19116 .. .. .. 108,614 7,811.76,918 

U 19l1T .. .. .. 97.8811 7,116.'17,6211 

III 19i8 .. .. .. 10000SS '1,96.61,690 

• To,l .. 1,1178,046 85.01.08.8il' 

.hor.go of , ... ho ,. .. .. 1116.1167 7.116.&1,985 
• 
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TABLE IV ...... AGRICULTURAL. 

P6'I'centage oj debt accordiflg to obj.cts. 

Un- Un- Agri- Non- Un. 
Pro. agri .. Pro-

Name of distrl." duoUra. avoid- proda.· cul- cuI .. duot.ive. produo-
abl •• tive. tnral. tnral .t've. . 

--- --- --- -
Nainf Tal and Alm .. a •• 87 10 53 47 58 87 88 

Garhwal · . 91 11 es 88 67 21 79 
HIIrIALAYA, WHBT · . 97 11 6a 88 611 117 78 

T ... i and Bhabar · . 88 1111 40 60 40 88 811 

Bijnor .. .. 54 16 80 70 SO 5' ·46 

Pilibhil .. 45 26 28 - 72 28 46 54 · . 
Kheri · . .9 85 16 8' 16 .0 51 

StlB-HnfALA;~. WB81' " 
n 117 116 7' 116 47 53 

MUlla.flarnagar .. n 55 24 76 9'. 91 79 

Meerut •• .. 53 U 28 77 98 ~8 47 

Balandsh.hr .. 9t '8 go 111 118 21 76 

Aligarh .. .. 48 2B 114 76 24 48 611 

Mottra .. · . 46 84 20 SO 110 46 64 

MainpuJ'i .. .. 88 84 28 72 28 88 611 

Et.h .. .. 44 81 II; 75 25 Ii 6i 

Budmun .. 2' 42 84 66 84 94 76 

Farrnkbab.ci • 
_. 21 28 55 H 56 III 79 

Etaw&h· .. , PLAI;: 
b8 117 15 85 15 68 4~ 

INDO-GANGB'rIO 
WHST .. .. 88 84 9Il 711 118 88 611 

Cawnpore ... .. 25 60 lI5 75 III 25 75 

Fatehpol' .. .. II. 59 17 88 17 !It 76 

Allahabad .. .. IB 82 50 51 50 tB 82 

Lucknow .. .. 88 88 29 71 119 88 67 

Unao .. .. 50 15 85 65 85 60 5J 

. Rae Bareli .. .. 25 81 " 5~ " 115 75 

Bit.pur 
_. .. 21 50 liB 74 26 i4 76 

Bardoi .. ".0 .. 81 SO 89 61 89 81 69 

By •• bad _. .. II. 87 8B 69 88 115 75 

Sultanpur .. .. 2' 10 86 6' 86 114 7B 

Bara Banki •• 
Pr.Al~·. 

14 50 86 64 86 14 86 

JR'DO .. GANGlI1'1O 
• 

CERTUIi .. .. II' 10 86 8' 88 2' 78 

la.laun .. .. 49 IN 17 0 88 17 49 61, 

Hamirpul' .. .. 86 2\1 ,II 66 ,~ 86 84 

, Banda 59 Sl SO 70 SO &9 61 

-()B1ITBAli IB~U. PL&oraAis 41 1I9 80 70 SO '1 ~ 

lfin.par .. 17 27 Il8 " 66 17 88 

EAST 84TP'U1WI .. 17 1I7 Il8 " 61 17 86 

Gorakhp •• _. .. U " BlI 68 811 U I 76 

Basti .. .. 115 18 07 63 f7 is 76 

Gonda ... 519 88 85 85 85 1I9 71 

SUB-HDlAL&YA. EAST :: 17 88 '0 60 10 'r1 78 

Benares .. .. 116 10 84 86 64 116 " 
Gh •• ipur .. 28 1I1 Il8 " 58 liS 77 

I:&DO-OAl'03!l'IO Pt..I.DI. 
E .... .. 1I1 111 llB .2 llB 111 79 

. C .... p"., ••• ... toliIl' 
jig .. , ... 

I ill 68 '7 
Ghazipul' _. •• M !II ill 75 
Kheri .. .. 88 50 iii B8 Ii 88 112 

Min.pur .. .. 61 liB 118 77 118 61 '9 

Gorakhpar .. .. 62 25 18 87 18 BlI 88 

Kainpuri .. .. 89 III 7 98 7 811 88 

Tolal, Co-opera$l".lIgares n 87 16 IU 16 .7 5' 

Tolal, United Prorlnc .. 80 I 84 86 IU 86 SO 70 

, 



Dis\rict. 

----_. 

I. Dehra. Dun .. .. 
2. Naini Tal • . .. .. 
8. Almon .. .. .. 
4. Garhwal .. .. .. 

lllMAL&.YA, WEST .. 

5. Saba.nnpur . . . . 
6. Bareilly .. .. .. 
7. Biinow . ' .. .. 
8. Pilibhit .. oO oo 

9. Kheri .. .. oo 

SUB-HIMALAYA, W EST .. 

10. MuufiarnaBs.r .. .. 
11. Meerut - .. oo 

12. Bolandshahr .. oO 

18. Aligarh .. .. oo 

U. Mu"h . .. .. oo 

15, .Agra .. .. .. 
16. Mainpo.ri oo oO oo 

J 7. Ebh .. .. .. 
IS. Bud. un .. .. 
19. :Mora.dabad .. oo 

20. 8b~bjabanpur .. .. 
2L Fanukbaba.d .. oO 

22. Etawah .. .. .. 

INOO. GANGE'tIC PLUM, W EB'l' .. 
28. CawD'POre • . .. oo 

24. Fa.teh~ur •• .. .. 
25. Allah . ad .. .. oo 

26. Lucknow .. .. .. 
27 Unao oO .. 
28. Rae Baun:: .. oo 

29. Sitapur oo .. oo 

80. Hardoi .. .. 
31. Fyzabad • . .. .. 
82 Sultanpur •. .. .. 
38. Partabgarh oo .. 
81, ~R.ra. Banki .. .. 

~ 'l, G ;'NOE'l'lC PLAIN, CEN'l'IU,.L .. 
I , 

ansi oo oO oo 

;1a.uD oO .. oO 

.;.t. ·· •. Aaroirpur . . oo .. 
38, Ba.nda .. . , .. 

CENTRAL lNDn PLATEAU " 

39. Miua.pnr .. .. oo 

E AST SATP'ORAS oo 

~. Go-rakhpur. t oO -41. Baati oo oO oo 

"2. Gonda oO .. 
~S. Bah raloh t. oO .. 

SOB·Hn rALAYA, E A8T ... 

·44 Bena.re. .. .. .. 
·45 Jaanpnr .. oo oo 

·40, Gbazipur .. oo .. 
47. Ba.1lia .. .. 

·48. Azam~arh t . oo oo 

JNDI)..(h.NGE'1'IC PLA.IN, . A8'1' oo 

Total, United Prov.inoee .. 
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TABLE t.. 
Ind.iJtedne88 acco.rdinq to. sis. o.f holding . 

Less t.ham 5 aores. Between-5 a.nd Between 10 and 
10 acres. . 20 acrel . 

Numbet Amount Number Amount Number Amount 
indebt- of indebt.. of indebt. 01 

ed. debt. ed. debt. ed. debl. 

R •. B. B •. 

85 18,716 5~ 6,808 ~6 9.911 

J 81 10,844 9~ 11,598 . 27 8,009 

---
166 24,C60 147 17,906 53 IS,016 

11 599 59 5,605 ' 78 8 .809 
181 7,181 198 10.688 9.1 8 015 

18 2,361 26 4,645 81 6,085 
100 9,118 19 6.497 16 809 
842 25,266 155 18.876 92 4,867 

- -- --_.--- - - -
604 H,5l8 420 10,266 2M 28,565 

--- ---
9 690 11 2,291 17 3,609 

168 B, 1 16 224 25,550 258 55,776 
147 20,387 148 47,218 121 ~7.528 
86 12,880 100 19,657 104 29.225 
81 4,235 46 ll,Ot! 92 28,166 

867 1,08,496 898 1,29.705 688 1,16,S13 
476 57.862 214 4B,199 87 29,042 
261 29,21S 152 17.087 60 15,8U 
11 510 10 560 16 590 
67 4.,712 66 6,821 ' 80 4,824 
27 2,226 67 4,209 18 1,46!&-

479 77,'l29 S84 66,409 111 . 29,281 
228 31,919 119 21 ,69lJ 55 2'1,540 

---
2,852 !,O8.169 2,384 a,84,790 1,592 4,29.901 

277 !13,079 175 22,606 80 14,2U 
57 8,505 80 14,460 8 7,M() 

308 24,248 142 19,673 76 28,058 
701 63,MO 820 86,456 94 ~,197 

• 220 10,566 107 15,188 2~ 8,2&1 
452 86,501 109 13,785 48 82,8OS 
282 84,887 172 19,034 88 5,501 
880· 66,3S8 192 11,023 55 23,629 
5S7 j4,110 142 24,16P 89 8,098 
452 81,U8 76 17,298 B8 15,128 
SSb 23.530 86 13975 34 7.555 

1,001 81,098 289 54,198 77 20,952 

---
6.052 4.87,365 l ,8n 2-,91,800 

' . 
687 1,83,914 

'-" ----

88,579 553 665 47,5S7 426 57,8S6 
121 8,847 157 11,844 97 12,360 
70 4,315 III 9.449 109 13,182 

454 66.796 316 33,203 264 87,<76 

--- -.- - -- .--.. ---

1,198 88,589 1,169 1,01,588 865 1.~O .. 30i 
,._- - -

57 4,122 40 4,662 12 1,952 

• 
57 4,122 10 4,5~2 12 1,982 . 

---
1,lf3 l ,Ol,t68 . 21 1,84,544 159 1,Q2.616 

647 45.487 147 17,158 39 27,687 
467 Sl,465 806 25.560 86 13.760 
867 ~,'l2-:a 306 80.857 117 1,5800 

.. .. .- ---
2,614 2.10,842 1,182 2.07,619 411 1.59,838 

l'i9 27,(93 64 16.506 26 6,8'6 
952 1.61.862 159 96,524 71 6 1,671 
145 24.8>2 U If.316 26 80,382 
1liS 10,021 82 86.464 20 44.070 
1<9 7,211 94 4,865 2, 2,940 

--- --- -~ 
l, liS8 2,90,9S9 460 2,20,177 165 1,45,859 

- - -
U ,106 15,08 ,074 7,6U 12,6S,S~8 8, 990 10,82, 72 :1 

20 aCl'ea ana over. Tobl. 

Number Amount Number AmoDnt 
indebt ... of indebt- of 

ed. debt. ed. debt. 

R •. R •• 

16 19.881 179 49,825 

7 2,980 210 27,971 

28 22,814 SS9 77,796 

-
28 10,886 176 25.318 
8S 2,SI5 896 25,2S' 
10 1,786 87 11.829 

8 470 169 15,894 , 4,076 588 48,084 

-
88 19,015 1,361 · 1,82,884 

4 1,025 41 8,015 
61 15,870 701 1.06,842 
60 83.497 446 1.56.625 
48 87,045 3SS 98.70 7 
78 42,211 242 85,662 

226 1,04,146 2,619 4,88,660 
86 25 ,201 818 1 ,55,807 
24 2M67 197 88,060 
9 450 46 2,110 
7 1,165 170 17,062 
S SI2 110 8,2il 

85 24:,~4 959 1,87,208 
11 16,835 418 96,898 

-- .- ' 
567 8,28,047 7.395 15,00,907 

--.". -
17 3,017 529 62,946 
11 6,660 106 86,875 
52 17,616 578 • 8~,590 
8 i,632 1,123 l,14,S27 

29 3,982 881 82.698 
20 15,575 624 98,169 

7 4,087 '19 62,959 
88 26,6117 660 1.57,812 

8 9Sa 776 77,300 
86 39.729 654 1,53,588 
9 3,922 514 49.0211 

27 4,i90 1,394 1,60.5% 

---
257 1,29,(}25 7,788 10,91,5~4 

--- - - -
237 M.4n 1,801 1,94,974 

' 95 24,674 460 57,225 
114 ' 18,388 104 45,1!'19 
169 43,882 1,173 151,859 

- - .-

605 1.86,411 3,B98 4.46.887 

---
16 6,929 125 17,645 

16 6,929 125 17,64.5 

61 49503 1,764 8,90,831 
28 59,007 861 l,49,2SfI 

4 23 9,902 892 SO.S· 
66 87.'157 878 1.12.1_56 

178 1,55.669 4,413 7,83,463 

------
14 7,260 273 58,107 
'Jf. 87,M9 1,207 8,57.616 
11 80.826 223 . 99.626 

8 4.~71 268 2.06,626 
8 1,790 278 16.806 

61 81,706 2,239 7.8S,661 

, 
1,';90 8.81,616 27.550 47,41,2a7 



District. 

1. Dehra Dun 
2. Na.inj Ta.l •• 
3 Almora •• 
4. Garhwal •. 

RIMALAY •• WEB'! 

5. Sahanupur 
6. Bareilly •• 
7. Bijnor •. 
8, Pilibhit •• 
9. Kheri •• 

BUB-HIMALAYA, WIIlB'i 

10. Mozaft'arna,ga.r 
11. Meerut 
12. Bula.ndsbabr 
18. Aligarb •• 
14. Muttra ,. 
15. Agra •• 
16. Yainputi .. 
17. Et.h .. 
18. Budaon 
19. Moradabad 
20. Shabjahanp~r 
21. Fa rrukhabad 
~2. Etowah .. 

28. Cawnpor8 •• 
24. Fatlhpur ., 
25, Allahebad •• 
26. Luoknow " 
17. Unao .. 
28. Rae Bareli •• 

Bitapur •• 
H&rdoi •• 
Fyzabad 

i. SuUanpur •• 
J. Partabgarh 
4. Bara Banki 

t. 

DeM 
fre-e. 

:: J 248_ 

515 
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TABLE VI. 

• 

Indebt,dn688 in term8 oj rent. 

Unencumbered, I Indebtedness. equa.l to rent of periOd.! Total enco.mbei:ed. 

Indebtedness equal to rent Between one and 
for les8 than one year. two years. Over two yean. 

Number 
of 

debtors. 

41 

89 

Amount 
of 

debt. 

Number 
of 

persons. 

813 

282 

--'1---1---
so 4,630 595 

Number 
of 

debtors. 

88 

01 

89 

Amount 
of 

debt. 

Rs. 
6;t55 

2080 

8,485 

Number 
of 

debtors. 

10C 

120 

220 

Amount 
of 

debt, 

lis. 
89,886 

25,295 

64,681 

Humber of Amount:. of 
debtors. debt. 

188 

171 

809 

R,. 
45,841 

27,325· 

73,166 

-- -~-I~--I---(---(----(-'--I-~-I--- '--.-

88! 

88 
80 
35 
30 

150 

384 

5,214 
2,195 
2,489 

389 
3,258 

13,545 

172 
414 
79 

lOS 
500 

1,268 

. 38 
85 
23 
25 

120 

291 

8,572 
" 5,290 

2,917 
894 

6,087 

19,260 

49 
\131 
29 

114 
263 

686 

16,557 
20,749 
9,428 

14,611 
88,239 

99,579 

87 
316 
52 

139 
383 

20,129 
26,039 
12,340 
15,505 
44,826 

977 1,18,839 

-- --�c---.�---'--·�---�--I----�--~I---

10 
105 
242 
182 
5, 

624 
673 
444 
96 

106 
41 

644 
463 

6 
232 
51 
80 
39 

286 
166 

71 
3 

58 
36 

1H 
109 

907 
30,331 
3,405 
7,493 
4,606 
8,701 
6,996 
1,503 

20 
2,085 
1,031 
6,435 
2,968 

16 
337 
2.93 
262 
94 

760 
839 
515 
99 

164 
77 

818 
592 

18 
218 

69 
67 
36 

382 
138 

95 
4 

42 
32 

164 
55 

2,795 
51,910 
6,782 

12,860 
6,4M 

29,504 
12,672 

5,761 
90 

3,013 
2,073 

14,401 
4,657 

17 
251 
386 
191 
165 

2,001 
514 
331, 
39 
70 
42 

621 
249 

4,313 
24,101 

1,48.498 
78,854 
74,601 

4,50,455 
1,35,639 

80,796 
2,000 

11,984 
5,137 

1,66,967 
89,!.Ii68 

35 
469 
895 
256 
203 

2,388 
647 
426 
43 

112 
H 

785 
304 

7,108 
76,011 

1,55,220 
91,214 
81,056 

',79,959 
1,48.311 

86,557 
2,090 

14,997 
7.210 

1,80,768· 
93,925 

________________ 1~-----I-----r-------I-----·ILt------_I-------

3,605 1,261 

269 
36 

403 
645 
344 
579 
441 
419 

1,235 
238 
490 

1,769 

187 
5 

103 
388 
141 
236 
149 
200 
260 
276 
144 
546 

76,461 

4,811 
280 

8,250 
19,109 

',Oc.l 
6,716 
',181 
3,291 
5,227 

22,076 
3,821 

18,647 

456 
41 

511 
988 
485 
815 
590 
619 

1,495 
564 
694 

2,315 

95 
50 

154 
356 
105 
188 
123 
135 
206 
84 

161 
416 

4,904 
3,110 
9,439 

28,216 
6,192 
8,003 
7,'77 
6,958 
8,518 
7,0'3 
8,745 

26,109 

247 53,291 
51 33,485 

816 71,901 
4!.1iB is,502 
135 22,715 
250 83,450 
177 51,801 
325 1,48.163 
310 63,555 
294 1,24,469 
219 36,456 
432 1,15,788 

6,134 14,21,<126 

342 58,135 
101 36,595 
470 81,SiD' 
785 1,01,718 
240 28,847 
388 91,453 
300 58, 778-
460 1,54,521 
516 72,073 
378 1,31,512 
370 45,201 
848 1,41,891 

-----_. ---I---I---(--~ 
INno..Q-ANGEi'lO PLAlN,'CBN'l'BAL .. 6,918 2,590 80,460 5.198 10,02,064 

1,
632 1 S5. Jhansi 

~6. lalaun 
HIIomirpur •• 

~ Bande .' 

19. Mirzapur •• 

E.lS'I' SUPUBAB 

40. Gorakhpur •• ,1. Bilotti •• 
t2. Gonda •• 
tS. Bahraich •• 

SUlI-HIMALAYA, EA~or 

44. :fien.rea .. 
~. ;raunpot •• 
t6. GhaoJlipur •• 
47, Ballia 
~. Azamgarh •• 

INDO .. GANOBorIO PLAIN, EAsi' 

GRAND'I'O'I'AL 

----- ---/---1---(---1-'---1---( 
753 169 
367 102 
148 105 

1,038 in 

617 

3,803 
1,752 
6.092 
8,595 

922 
469 
253 

1,809 

2,958 

124 
74 

102 
204 

1,508 
284 
197 
698 

1,86,433 
50,866 
88,699 

1,89,89:1 

26,276 2,687 4,02,819 

358 
299 
902 

1,91,171 
55,478 
39,187 

1,49.,76' 

3,191 4,28,595-

----I-~-(--- --I--+~-I---I---(~-

165 83 198 27 2,649 65 13,650 92 16,299 

165 sa 1,34.6 198 27 65 92 16,299 

-- --I----I----II--I-~- ---1----;----1----
1,907 
2,133 

744 
691 

2;36 .- 7,140 
265 3,955 
272 7,417 
255 9,102 

5,475 1,029 

153 
2,492 

820 
114 
403 

58 
53 
18 

6 
45 

1,747 
2,711 

440 
166 

1,093 

!.I,U3 
2,399 
1,016 

£46 

6,504 

206 
2,545 

3a8 
120 
448 

250 
135 
218 
187 

700 

37 
47 
26 
24 
90 

10,911 
4,167 

14,420 
16,247 

1,298 
460 
402 
436 

3,72,780 
1,41,167 

58,850 
87.3011 

45,74.5 2,696 6.60,104 

2,754 
3,274 

16,867 
1,270 
8,157 

178 
1,107 

179 
283 
188 

53,606 
8,51,631 

83,019 
2,05,390 

12,056 

1,548 
595 
620 
623 

8,83,691 
1,45,334 

73,27(} 
1,03,554 

3.386 7.05,849 

215 
1,154 

205 
257 
228 

56,360 
3,/54,905 

99,386 
2,06,660 

15,213 

-- --I------I·-------I---I---I-~-

180 6,157 3,657 224 26,822 7,05.702 2,059 7.32,524 

•• 23,350 \ 6,204 2,39,475 29,549 5,245 4,05,758 16,101 40,96,004 21,346 45,01,762 



Seria.l 
num-
ber. 

---' 

1 
2 
3 
4 

I 
a 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
2) 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 
81 
32 
38 
84 

I 

• 

. 

( 143 ) 

TABLE VII. 

Ind~bt6dnd88 of landlords • 

Diitrict. I Debt free, 

I 
, 

Dehra. DUD .. . . . . 21 
Naini Tal · . .. .. 1 Al mora. · . .. .. .. 
Garhwal .. .. .. 

RurALA'!A, WEST .. 21 

.. I Sa.haranpur .. .. 6 
Bareilly .. .. .. 67 
Bijnor .. .. .. .. 6 
Pilibhit .. .. .. .. 
Kheri .. .. .. .. 56 

SUB-HIMALAYA, \VEBT .. 135 

MuzatIarnagar .. .. .. .. 
Meerut .. .. .. 9 
Bulandshahr .. .. .. 60 
Aligarh .. .. .. 10 
Mattra. .. .. .. 1 
Agra. .. .. .. 59 
Mainpuri .. .. .. 30 
Etah .. .. .. 55 
Budaun · . .. . . 14 
Mora.dabad .. .. .. .. 
Shahjahanpur .. .. .. .. 
Farrukhabad .. .. .. 31 
J:!~ta.wah .. .. .. 8. 

INDO-GANGETIO PLAIN, WmST .. 30. 

Cawnpore .. .. .. 16 
Fateh;b: .. .. .. 19 
Allaha d .. .. .. 5, 
Lucknow .. .. .. 35 
Unao .. .. , .. 3 
Rae Ba.reH .. ' .. .. 12 
Sitapur .. .. .. 12 
Hardoi .. .. .. 75 
Fyzabad .. .. .. 84 
Sultan pur .. .. .. 44 
PartabJa.rh .. .. .. .. 

• Bars. Banki .. .. .. 76 

INDO-GANGETIC l:'LAIN, CENTRAL .. 380 

35 I Jhansi .. .. .. 144 
36 Jalaun .. .. .. 22 
37 ' Ha.mirpur 20 .. .. .. 
38 Ba.nda.,. .. .. .. 122 

CENTBAL INDIA PLATEAU .. 308 

39 Mirzapur .. .. .. 2 

EA.ST SATPUB!8 .. 2 

40 Gorakhpur .. .. . . 100 

41 Basti .. .. .. .. 153 

42 Gonda. .. .. .. .. 7 
43 Bahraich .. .. .. .. 

SUB-HIMALAYA, EABT .. 250 

H Benares .. .. .. .. 
45 Jaunpnr .. .. .. 90 

46 Ghazipnr .. .. .. 5 

47 Ba.llia •• .. .. .. .. 
48 Azarogarh .. .. .. 111 . 

INDo-GANGETIC PLAIN, EAST .; 205 

GRA1".D TOTAL .. 1,614 

Number 
of Total debt. 

deMors. 

1 4,000 

106 ',637 
. 

107 8.637 

1.. 1,000 
n 18.500 
8 26,855 
8 48,366 

36 52,514 

94 1,42,325 

.. • .. .. .. 
72 512,389 
7 26,289 

16 8,85'1 
60 49,814 

• 33 393,692 
39 34,469 
19 >.700 
19 8.509 

2 810 
35 45,113 
M 

[ 
181,530 

856 12,08,671 

12 16,615 
18 26.510 
53 61,480 
53 51,103 
14 13,561 
48 9.641 
Ii6 117,988 

129 116.702 
58 43,372 
59 81,796 
28 15,277· 

130 15,62,676 

658 11,16,6!l6 

172 56,421 
35 12,663 
15 3,250 
8~ 15,242 

306 87,576 

7 8,310 

7 ., 8,310 

U3 191,691 
130 152.662 

I 40 48,336 
4 23,000 

347 415.689 

----- ----
5 737 

96 60,194 
24 '6,449 
4 8,650 

IS 7,005 

147 11S 035 

I 2,022 41,05,989 
• 
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TABLE VIII. • 
Indebt.dne8B according to moneylender6. 

- O()oopera.-Villa.ge Town Govern- Unclassi-District. money- money- Landlords. Tenants. mant, tin credit lied. Total. 
lenders. lenders. .societies. 

L Dehra Dun · . · . 2()() 3,650 20,170 1,092 5,230 11,016 12,{67 53,625 
lL Naini Tal .. .. 

J 8. Almora · . .. 1,661 14,790 3,000 B,361 4,776 ., .. 32,606 

" Garhwal .. .. 

HIMALAYA, WEST •• .. 1,861 16,440 23,170 9,473 10,006 11,016 12,467 B6,433 

5. Saha.ra.npat •• .. 1,615 8,059 4,4BO 930 130 11,079 · . 26,343 
6. Bareilly •• · . 2,013 7.401 22, 713 2,503 · . 12,189 .. 46,824: 
7. Bijnor .. .. 12,075 20,233 4,9~O 3,54:1 675 .. . . 41,66& 
8. Pilibhiti .. .. 4,26B M,183 2,829 30 .. .. ~9,260 

9. Xheri .. .. 1,403 11,029 48,877 8B,469 620 .. · . 1,00,598 

SUB-HIMALAYA, WEB'!' .. 17,106 50,990 1,33,163 46,827 1,655 23,268 · . 2,74,709 

"._.-
10. }4uzaffarnagar .. .. .. I .. 6.015 6,010 
11. Meerut .. 39,350 4.3,010 .. 7,500 9,589 6,893 1,06,342 
IlL Bulandshahi' .. 5,165 3,60,477 2,37,260 62,264 5,608 .. o' 6,71,014 
18. Aligarh .. .. 14,303 €4,305 15,781 11,410 3,267 13,748 2,161 1,24,995 
U. Muttra .. · . 13,395 11,800 10,180 622 i!;,OO9 31,313 89,519 
11!. Agra · . .. 59,186 >6,023 159,636 65,736 11,639 1,45.754 .. 5,37,974 
18. Mainpnri .. .. 11,540 99,447 3,99,301 24,363 8,355 10,993 . . 5,48,999 
17. Ebh .. .. 7,19'1 86,843 48,657 29,014 818 .. . . 1,22,529 
18. Budann · . 2,160 690 1,760 .. . . . . 4,810 
19. Moradabad :: .. . . 1,002 1,375 8,312 232 14,670 . . 25.591 
20. Shah;iahanpur .. 412 640 .. .. · . . . 7,799 9,051 
Ill. Farrukhabad · . 7,268 40,215 47,367 18,004 1,222 20,491 97,729 2,32,316 
22. Etah .. · . 9,266 1,37,015 {9,377 ~n,698 11,067 .. .. 2,28,423 

. lN~ANGlII'lIO PLAIN, 
WEST. 

1,69,262 8,91,867 9,60,-554 2,50,981 45,780 2,45,269 1,45,915 27,09,576 

28. Cawnpore .. .. {'681 21,202 88,997 10,364 4,867 .. . . 79,561 
_ 24. Fatebpnr .. .. 1,454 9,086 47,738 8,357 1,778 .. .. 63,415 

25. Allahabad .. .. 17,293 42,916 47,{02 37,{64 948 .. .. 1.46,020 
26. Luoknow .. .. 464 26.684 1,01,420 7,827 8,466 18,663 7,386 1,65,930 
27. Unao .. .. 336 13,234 7,091 18,825 997 10,974 .. 46,459 
\l8, Rae Bareli .. .. 18,825, 23,432 15,816 24,408 263 18,921 ll,143 1,07,810 
~. Sitapur .. · . 46,954 36,014 53,557 16,178 573 .. 22,671 1,80,942 
80. Hardoi .. .. 15,557 90,437 1,27.771 21,218 4,077 .. 15,454 2,74,514 
81, Fyzabad .. · . 5,427 29,901 29,751 45,793 50 9,750 1,20,672 
82, Snl.npur •• .. 7,203 6,585 1,14.624 34,063 263 .. 75,626 2,35,384: 
33. Partabgarh •. · . 312 1,344 38,522 4:,423 67 19,631 · . 64,299 
34, Bara Banki •• .. 10,184 7,85,091 6,59,594 4:7,682 1,747 18,966 .. 17,23,214 

IBDO-GANGETIO PL.lIF, 
OENTRAL. 

1,23,662 10,62,930 14,87,285 2,66,547 18,611 96,9"5 1,32,260 3~,06,220 

, 
86. Jha.nsi .. .. 66,055 96,936 43,696 116,389 12,469 8,SW · . 2,51,395 
36, Ja}aun .. .. 3,662 28,994 29,746 2,746 4,520 .. .. 69,688 
87. Ha.mirpur .. .. 308 8,683 1,093 670 .. 87,580 48,529 
83. Banda .. .. 6,513 88.£7{ 60,567 83,227 7,631 .. 5,169 1,66,601 

CENTBAL INDIA PLATEAU •• 78,803 1,59,404 1,62.642 63,455 25,290 3,850 42,769 5,36,413 

I 
-

8~. Mirza.pur .. .. .. 899 7,032 2,212 .. 0,287 10,525 25,955 

-
~J.6BT SATPUBA8 .. .. 899 7,032 9,212 .. 5,~87 10,595 25,955 

40. Gorakhpur •• .. 20,916 - 24,152 3,17,013 98,188 82,293 22,451 22,509 5,82,522 
41, Basti .. .. 8,476 95,794 1,5~7S9 32,427 830 .. 12,635' 3,01,951 
'2, Gonda .. .. 1,627 27.104 22,901 50,814 3,845 15,586 7,144 l,29,(}J3 
411. Bahraiob .. .. 897 41,974 37,175 26,443 904 17,979 10,7S4 1,35,656 

-SoB-HIIIIALAYA, EA.8~ ,. 26,416 1,89,024 5,33,87S 2.02,872 87,872 56,018 53,072 11,49,152 

• ._- ~ 

'" Benares .. .. .. .. . . .. .. 17,150 4:1,694 56,844 
41!. Jaunpur .. .. 14,221 66,800 96,311 ~,24,OS8 400 14:,045 .. 4,17.810 
'6. Gba.ipur · . .. 459 36,262 57,893 51,651 .. . . .. 1,46.215 
47. Ballia .. .. 19,669 1,140 40.655 89,118 .. .. 59.694 2,10,476 

, 48, Aaamgarh .. · . 4.810 6,115 7,544 1,660 · . .. 3,162 23,311 

INno-G ANGETIO PLAIN, 39,369 1,10,317 2.04,408 3'66'482~ 81,195 1,04:,550 6,06,716 
EAa •• 

GBAND 'l'OT.AL · . {'56,479 26,03,871 85,12,827 12,10,349\ l.89,764 4,72,808 5,01,578 88,47,176 
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APPENDIX n. 
M ~thod of estimating the total f)olume of debt. 

1. The statistics .which we have used as a basis for estimating. 
the total debt of the province consist of: (a) The total figures of tenants. 
and peasant-proprietors' debt as collected by the revenue staff; (h) 01 

certain part of similar debt statistios collected in the course of our 
6urveys or provided by our witnesses to the extent of Rs. 24,81,140 
affel·ting 23,825 persoDS; te) the statistics of landlords' debt as collectell 
by the revenue ataJl excluding that part of it which we 6'ltimate to be' 
mort.gaged debt (see paragraph 198); (d) mortgage debt as separately, 
estimated on the basis of the Registration department's figures. in: 
our calculations we have for convenience' sake kept these three figures 
entirely separate. . 

2. The debt which we are considering is that of lancllords, peasant
proprietors aud tenants. These three classes can be taken as equivalent 
between them to the two census occupations described as-(l) income 
from rent of agritmltw'al land and (2) ordinary cultivation. (') The 
former term. represeuts "the rent receiver" i.e., the landholder. who 
derives the greater part of his income from the rent of his land; the 
latter term represents those cultivators Who, whether they let (or sublet) . 
any part of their land or not, at all events derive the major part of their 
income from their own cultivation. Roughly, the former occupation 
covers the bigger Isndlords; the second the tenant and the peasant-pro
prietor. The total figures (rounded) as at the last census are :-

(I) ircom. .. fro m rC"nt t f .~C'u1Iurt:lll'lld 812,0"0 
(j) t nih ary cult;,· .. tion .. 28.S93,oro 

Census Table I. column 11, gives the total rursl population, which 
amounts to 40,570,000. The <liIfert'nce between this figure and 
the sum of the two former figures represents ro~h1y lhat part of the 
rnrul population which ouLtivates no land of its own. 

S. The first atep In framing our estimate. therefore, was to 
ascertain the percentage of the total rural population which is non
~rieulturist: to apply tha' proportion to the population, on the 
tl"bt of which our figures were baaed (675,000 round): and to dedne' 
the result from that figure :-thus giving us a popUlation which rotTeB
ponded to the total of the two agricultural occupations mentioned above. 

1') Oouuo 'hhIe XVII, do_ (a), aulHl_ (1), Order I, I1lbdinsicms 1 """ L-
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4. These figures, however, include not ,merely landlords, tenants. 
and peasant-prop!'ie~ors, but also their dependants. The next step~ 
therefore: was to adjust the figures so as to ascertain how many of the
persons meluded under these two heads, were potential debtors. In 
the case of the entry "income from rent of agricultural land", no more
was necessary than to take the census figures for "actual workers" under' 
this head, since every "actual worker" is actually a landlord, and , 
therefore a potential debtor. ' ' 

In the case of the figures under the head: "ordinary cultivation"" 
,h~wever, the calculation was more difficult. "Actual workers" in this
case include not only tenants and peasant-proprietors, but also those 
of their -families who actually assist them in their cultivation. The
only potential debtors, however, are the tenants and peasant-proprietors 
themselves, and accordingly only a part of those recorded 8S actua' 
workers are potential debtors. 

u .) 
5. To allow for these facts we have made the following adjust

ments :-
(a) The proportion of workers undeJi the head "income froma.gri

cultural land" to the total under that head was first, 
ascertained and applied to the number of landlorM'lictually 
recorded in our statistics. The resultant figure was sub-, 
tracted from the agricultural popUlation already ascertained. 
thus leaving a total figure representing tenantR and 
peasant-proprietors. ' 

(b) The number of actual tenants and peasant-proprietors in our 
statistics was then divideil into the total population of 
such cultivators, which ,ave the proportion of potentiaf 
debtors to the rest. 

(e) The total figure of cultivators as given in Census Table xvn 
was then divided by that figure, the result being the wlat 
number of potential debtors in the DIea concerned. 

6. The next step was to ascertain the debt per head according to
our statistics, and to multiply the figure just mentioned, namely the 
total figurea of potential debtors. by the ascertainei\ debt per head. In
the case of landlords. all that was necessary was to multiply the total 
number of actua.! workers under the head "income from rent of agri
cultural land" by the.average debt per landlord. as aflOOrtained by ollr 

statistics. \ 

7. For tenants and peasant-proprietors it was necessary to mnke
the cal:ulatiou separately for the seven natural division8 which lie in. 
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the plains; aM in the eighth or hill natural tlivisioll, for the following 
. tracts separately :

Dehra Dun; 
Kumaun division, hill tracts. 
Kumaun division, Tar~ and Bhabar. 

Fo:>r landlords it sufficed to make a single calculation for tho whole
pro~ce. The figures for these various areas are as follows:-

• O ... ,iplio .. 0/ doW " .. d A .... 

Tenant. and p .... D. proprietor., Dehra DUD 
RumauD dlvllioD, hin trKtl ,. •• 
Ku~.'QD di'9iBloD, Tarai and Dh.bar •• 

•• 

Tohl, HI ..... laya. W ... 

Bub.Hlmoloya, W •• , ., .. .. .. 
ha4o--Gaoget'o PlaiD, Wed .. .. 
Jodo.GaDgoli. PlaiD, CODtrol .. 
COIllrlllDdl1 Plollall .. 
E ••• S.'pur.. ., .. 
Sub-Blmll01'" Ea.' .. 
IDdo.GollS.I.o PloiD, EI.' .. 

Tolal, ToIlOD" ODd ' .... D. ploprioto •• 

LODdlord, (""oludl", morlgage dohl) 
6lorlgnge d.h. .. .. 

.11:_1,.. 
dtbl. 
B •• 

!I9.88.000 
'~.8S.000 
451:,7E5,00(). 

.. 1,1&,",,000' 

•• 1,6'1.80,000 .. l1,IIS,76,OOO 
6,11,91,000-
1.7'1,09,000 

87,88,000> 
".'11.68,00() 
7.16,6&,000 

81,09.N,OOO 

19,110.60,000 
70.00,00.000 ---

1.IIO,so,51,OOO 

8. To this Slim, however, we made the following additions :-
(1) The toto1 number of farm 8el'Vants and field labourers is just 

under 4, millions, representin~ some 867,000 families. SOIT,e 
of these are undollbttldly debt-free. The others probahly 
owe on an average one qist apiece. We estimate for the 
debt of these agriculturists 75 lakhs. 

(2) There is a considerable amount of unregistered usufructuary 
mortga"nea both of the ordinary type and of the tYllE' 
of Bubl_s. The number of such mortgages is probablY 
oonaiderable, but the sum must always be nnder Rs. 100. 
We estimate on this accouut 25 lakhs, amounting to one 
per cent. of the registered usufructuary mortgagee. 

(3) To allow for possible understatement of debt, we have a110wed 
fur a margin of 5 per cent. on the two items, tenants and 
peasant-proprietors' debt, and landlords' debt other than
lsnd mor~ .. debt-a figure amounting to Ra. 11,51.54,,000. 
The iota! thUR beromea Ra. 1,\13,82,08,000 or in -roond 
fi"aures 124, crores. 
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CHAPTER V. 

AGRIOULTURAL MARKETING. 

244. Isolation of the cultivatoT.-In this province, as in all agricul
tural countries with defective communications, the marketing of agricul
tural produce is a difficult problem. The peasant lives in rural isolatio~, 
cut off from the town where alone he caB- Rell his wares, an isolation which 
the development of transport facilities could only mitigate because it is 
inherent in the occupation of agriculture. That isolation has brought 
into existence a horde of itinerant dealers (beoparis), carriers and interme
diaries to serve all' a connecting link between the peasant and his market, 
and to intercept a p~rtion of his rightful profits. In this business the 
mahaian has his share; he is often himself one of these intermedi~ries, 
:and whilst supplying credit for production, has his eye upon the product. 
In other parts ()f the country, such as some districts of Eastern Bengal, 
the moneylender's power is limited, because a constant succession of 
crops enables the cultivator to repay him' quickly. But in this province, 
with only two crops and an uncertain rainfall, money lendera bre power
ful, beoparis are numerous; and between them they are able to -regulate
-the marketing of agriculture in a manner which secures to them a 
·considerable share of the peasant's legitimate profits. 

245. Bad rommunicat;ons.-One cause of the multiplicity of 
itinerant grain-dealers and carriers in the province is its unsatisfactory • 
.communications, hoth from the fields to the village and from-'tbe villal!e
to the mand;. Metalled roads, whether provincial or local, are for the 
most part suffic!ently good, and Gov~ment are spending large sums 

-.on reconstructing those of them that carry heavy traffic. But the un
metalled road is always in bad repair: whilst the viIJage lanes are narrow, 
-tortuous, often cut up by ravines and often impassable; transport is slow 
and costly, and imposes such a severe .strain on the viIJager's buIJocks, 
that he is compelJed to depend principaIJy on the beopaN, who alone 
.possesses means of transport and auimal power sufficient to undertake 
the movement of produce. " 

246.- At the present day agricultural produce is u"ually transported 
il'Om villages to the village market (painth) or market town (mand.1 
in bullock and camel carts, on pack· animals such as camels, ponieR, 
"buffaloes and. donkeys, or in head-loads. There was formerly a brisk 
oriNer traffic, especiaIJy along the Ganges, Jumna and Ghagra, but i~ has 
,greatly declined in importance. In the hill distrirts pack-linilllal". aud 
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head-Ioada . are mor~ ,commo~ than eIsewhertt. l!Ilotnr UIlDSporl h&1l\ 
considerably increased in recent yellrs, and in, some districts the IolTJ' 
ed. motOl1-bQB has come 110, sta.y.; but at pEeS8nf; they .eaJ!l"1 fOJ) the; 
most pu.rt only passengers and periehable goodll, such as· huit and. 
vegetabietl. Bad roada aDd la.ck of: meehilnics, aa well' aa tlia 
sBasona.l nature of the. trllffic, will hinder the ~elbpmeAt, of moto!! 
transport in the ruraJ. a.rea.e. 

1147. T1/pu of itinemnt tniddlemen.-The ,Banja.ra.sC')' a.re welt 
known in many pa.rts of the province, Bomsdic middlemen, who collect 
gra.in in the villages. Elsewhere they a.re powerful moneylenders; for 
insta.nce, in the Ta.rai and Bhaba.r, where by keeping the Tha.ru: ancP 
Bhoksa agriCUlturist permanently in their debt they are a.ble. to 
aecure their rice crops at .. favoursble rate against their advllDces. 
In most pu.rts of the province, the b80paria Bore iarhi1DllM with theiJI 
carts or .ania.9 with their pack bnllocks, ponies 011 buJfaJ.oes, whowllDc1er 
from village to village a.t the harvest season, and buy up gra.in. In soma 
pu.rts, such as Gonda and Bahraich districts. the iarhiwana operate with 
their own capital; in the hills the business ill in the hands of ponywa,Uw 
who are sometimes financed by gra.in merchants. Sometimes the village 
potter disposes, of the cultivator's produce. which he brings to the mand. 
on his donkey; he is said 110 be skilful in deceiving the cultivator by faJ.se' 
weigbment. 

1148. The "mage tau/a.-The' viIlage taura or weighman .usually' 
measures the grain. Occasionally he brings BIImples weighing a chbattak 
or so to the nearest mandi. and after obtaining orders, returns to the culti
vators, takes over the produce, and delivers it to the arhatia. The 
weighman gets his dues from the cultivator. Sometimes the tau/a is 
eliminated, and the cultivator himself takes his 88mples to the ma.rket. 

1149. Periodi('al market8.-Wel1-to-do cultivators often send their 
produce in their own ca.rte either to the mandi or the periodicaJ. muket 
,(pmnth). Such markets are held once or twice a week in important 
looalities. It hll8 been estimated that in a. Basti village cartmea ca.rry 

(·)Tb. Bani .... an a lribe _ busiDeoa it is to be ..men of gram. They .... 
manUonod by Badaooi. "Tb.,. .... _!he OOUIltJy _..,.iDg !he pin.. all.,. from Ihe 
___ di._. ill Iarp bodi .. which _bIe Ihe march ot Ul army. They __ 
willi """,Iari>y ........ lodjiDlf ill ........ , __ ,Iy anmod, uuI nady ... &~t 110-
..... Iomptibl. baill. in llleir del...... Tbe _Ii.,. _ down from a _ ""ilquity, 
ond marb .... , _tiled UlCI __ .t.1e ot _0&1 .. ben 1II0r0bu.. an obliged to 
hpaId n ............ _ Ioor III ........ ot ___ 

Tho nperi<on<od ntilily ot !hoil' _ b.. pm<1ll'od \hem ooaoidenble pri .. l_ 
'1'h.,. .- ...,wod u ...... 1ra! ill 011 _yo, they ""joy a ~b' ot In ... il tbrough aU 
oo",,1rioo UlCI the __ which ..,... -..: ............. a spoeiIII obIiptiaD, oiekI<a 
~Iod. ot .... pootiq the propertJ ot Ihe Bani--" 

(MiU UlCI Wil_. BillorJ 0' BriliM 1..... V. p- 1II1II. 1Ano. " I" I." 
r-riIIII. p- itO. _, 

10 
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,75 per cent. of the . produce to the muket, whilst village baniaa BIld 
beoparis carry 25 per cent. The beopan, however, plays a more 
important. part in the marketing of valuable crops like linseed, mus
tud, wheat or sugarcane. While the cartman's operations are con
fined maihly to· !roadside villages, the beopan goes everywhere, and 
either pays in cash or takes over the produce on eredit. The beopan 
in his turn sells to the a'Thatia who forms the next link' in the chain 
of marketing agencies. ·Occasionally too, the agents of large exporting 
firms visit the bigger· markets and JBIldlords collecting wheat, barley 
and oilseeds. Sann (hemp) is purchased by an English firm through 
'beoparis in Partabgarh district, which carries on its export business on 
the spot from October to January . 

• j!50. Diff6Tence between O'Tganiaed and unD'TganiBea _keta.
There is a. regular routine in agriculture; the cheaper food grains are 
grown. illlthe khanf •. the money crops in the 'Tabi. But wliere cir
cumstances are favourable, where irrigation.i#I adequate, where soils we 
specially fertile, or agriculturists specially skilful, there is a tendency 
to abandon routine and to grow more of the .remunerative crops, such 
as sugarcane, cotton or wheat. And marketing matches production. 
iln a tract of routine agriculture, where the' quantity of marketable crops· 
is small and their quality poor, the trade is.iIr the hands of sntall men 
and concentrated in village mar~ets or small mandia. But in a tract, 
such as the western districts, where there is a large production of the 
.valuable crops, the traders are wealthy, and the markets, though few, 
are important and· well organised, especially if communications are 
also good. It is in these bigger mandia that the wholesale a'Thatia is , . 
found; the financier who, by lending capital to the beoparis, makes .sure 
that the produce of the neighbourhood should reach him regularly at 
harves~ time, the commission agent of the wholesale merchant and the 
mill, and the most important link in the chain of middlemen which 
unites the cultivator and the exporter. The arhatia is also found in the 
smaller mandi or even in the painth, but there he is a mere collecting 
agent, who passes on the produce to the big arhatia in the larger mandi, 
~ooften tinances him. 

251. Hypotheoation and ilisposa! of crops to moneylend6T8.-(a): 
{['he khandsali BYBtem.-In tracts which grow valuable crops the village 
mahaian often uses his influence over a debtor to secure a lien on 
his produce. For instance, the cane-growing areas of this proviuce 
have brought into existence a distinctive type of mahaian called the 
khandsali, who advances loaua many months before tIie sugarcane crop 
is ripe on the stipula~ion that the sugarcane juice will be sold at a· 
forward rate, which rate is usually very much lower than the prevailing 
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market rate at the time when the crop ripens. The cost of crushing 
is borne by the cultivator, who also pays the mahajan rent for the 
machine which he supplies. This advantage covers the loss which the· 
khandsali sulTers by charging no interest on the loan. The following is 
a typical example from Bareilly district. The khcindsali advanced 
in July, August and early September about half the yield 
af sugarcane valued, the balance being gIven at the time of crushing. 
Tpe oultivator by a forward contract accepted a rate of Re. 20 to Ra. 25 
per 100 maunds of juice. As the proportion of juice to cane is II to 
20, this works' out, roughly, to 2i annaa t'er maund of cane. Some
times the khandsali olTers a higher rate of Rs. 40 to Rs. 50 per 
100 maunds of juice, but in this case he charges interest at the rate of 
24 to 86 per cent. on the advance, which counterbalances the bette.', 
price. If the cultivators had BOld it at the harvest rate they would 
have obtained nearly 8 8Dnaa per maund (of juice). 

(Ill Cotton . ..,.The mahajan often secures a cotton crop by forwaro 
agreement at a low price. The following is an instance from Cawnpore 
district. A mahajan purchased 100 maunds of raw cotton for Rs. I! 
per maund. He BOld the raw cotton in one of the larger markets for 

·"Rs. 9 a maund, making a profit of Ra. 100 on expenditure of Re. 800; 
his chllrges for cartage, handling and market dues would be sOme 
Ra. 15, so that his net profit was Rs. 85 or 10'7 per cent. The culti
vator received, net, approximately fourteen 8Dnaaper maund less than if 
he had marketed his crop himself. . 

(eI) Flower •. -The. perfume dealers of Kanauj, Delhi or Ahmad
abad make advancea to farmers, who stipulate to supply roses produced 
in the next season at a prioe settled when the contract is made. The 
perfume manufacturers of Jaunpur also advance money to'rose gtowers 
in Ghazipur on similar conditions at noQlinal interest: 

(d) Gllee.-A similar system of advances is prevalent in many 
districts for the marketing of gllee. The a,.hatial lend money to the 
village giles dealers, who in their turn advance small amounts to culti
vators. The latter undertake to supply to the dealers a fixed amount 
of giles during the season. The price paid for gllell in advance is usually 
from 25 to 80 per cent. below the current mllrket rat-e, and is often 
based on a seer of 80 to 120 talll8. In Etawah the cultivator also 
agrees to a penalty clause in ease he fails to supply' the stipulated 
amount of gllee; the value of the balance at the current market rate 
pi"" 25 per Cent. is deducted from the amount paid to him at the 
beginning of the next eeaeon. The village gllel! dealer thus collects 
-gllllll from the countryside and ee1l8 i' to his .,./Iatia, who disposes c:4. 
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i~ to the mqrchant at a price which is settled by bargaining. At Etawah 
the price settled is usually based on the price prevailing at the time in 
Calcutta; but whereas the Calcutta maund is one of 40 seers, the 
]l:tawah is one of 50 seers. Several market dues have to be paid by the 
v;illage d,ealer, while certain deductiolls are also made for adulteration 
or fo. mattha (curds). 

252. Open price8.-When the cane, cotton or hemp grower is 
advanced money against the valuation of a crop before it is harvested 
he has little incentive to maintain or improve its quality; which suffers 
accordingly. It is not, however, true that the mahajan or beopari 
can aIways get the cultivator into his grip or that he abuses his 
advantage. The cultivators are shrewd enough to ascertain the mand; 
prices and to calculate, their transport and other charges; and the 
solvent among them' often dispose of their produce p.ot to the beopan, 
but directly at the, mandi. In an organised market like that at Hapur 
cultivators from distant villages allsemble in the morning at the shop 
el a kachcha arhatia together with pakk(J arhatiaa or their brokers. 
The bargain is the result of competition; the karda (allowance for waste 
due to dirt and adulteration) is settled by the kachc.ha arhatia. The' 
lla1ladari (porterage). and weighing charges, doles for charity, etc., are 
paid by the cultivator. Even after dedljpting these charges the cultivator, 
wheJ;l he markets his produce himself, obtains a good price for it: 

253. The role of the beopari.-Of all the parties to a transaction 
in graIn, whethar, it takes place in the rural or in the urban market, 
the most important is the village banw or beDpan; and his importance 
increases with the distance between village and market. The beopari 
takes upon himself all trade risks, while his margin of profit, especially: 
in the face of competition, is always small, sometimes little more than 
enough to cover the expenses of transport and marketing. His profits 
depend mostly upon lluctuations of prices and upon certain economies 
which the cultivator dealing in small quantities cannot secure. By 
the intervention of the beDpan the cultivator avoids all trouble and 
risks, mostly resulting from his own ignorance, and incur expenditure that 
handles large supplies, and by experience has learnt when to store and 
when to sell. The beopan is often himself a cnltivator, rich enough 
to take risks which an ordinary cultivator cannot; for if a 
small cultivator were to market his produce himself he would run many 
risks, mostly resulting from his own ignorance, and incur expenditure that 
he cannot afford for transport, lodging and food. In short, in the present 
nnorganised system of credit and marketing the itinerant beDpan is a 
necessity. 
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. 254. Difference of prices between the large maruli and the country 
rnandi.-But the beopari, partly perhaps beclluse he is indispensable. 
is apt to exploit the ignorance ana helplessness of the peasant, like bis 
compeer, the village mahajan, by manipulating prices; and as the num~ 
.ber of buyers in the country market is limited, the village seller is often 
unable to obtain a fair price in the small mandi. In Bobilkhancl wheat 
sells in the large mandis lit 8 seers IJer rupee; but the cultivator who 

• brings his grain to the village market gets 9 seers per rupee, a loss of 
1) annas a maund. In the village markets of Benares district hemp 
sells st Bs. 5 per maund; in the city inarket after payment of cartage 
a.nd market dues at 12 annas a. ma.und, it sells at Rs. 7, a difference of 
lts. 1-4-0 a msund.C I

) rn: tIle district of Lucknow the bania has ordin
arily a margin of at least 12 per cent. owing to the difference in rates. 
The usuo.! difference between the village and the city market rates in the 
case of valuable grains is one seer, in the case of coarser grains it is 2 
Seel·S, per rupee. Accurate data relating to this difference in rates are 
Dot avsilabl\l for all parts of the province; but it is evident that the 
difference is large and, as it cannot be accounted for by transport and 
other necesB&ry charges, must be due to inefficient marketing arrange
ments. 

255. The r6/88 of ths kachcha ond ths pakka arhatia.-As the 
fleopari links the village with the sma.Il mandi, so the kachcha arhatill 
is the link between the smo.!l mandi Ilnd the big organised market. 
The distinction between the klU'hcha arhatia a.nd pakka arhatia which 
is found in some big markets is of great importance. The kachcha ot'hatia 
acts as a oommisaion agent for o.ll sellers in the countryaide, including 
cultivators, village banias, beoporis and other itinerant carriers. The 
pakka or wholesale arhatio does not deal directly with the sellers, but buys 
through the kach~ha orhatia. It is to him, rather than to the kachcha 
orhatia, that the exporting firm or grain merchant send their agents. 
The volume of his buainess yields him so large a profit, that the loss 
which he incurs by buying through the kachcha ot'hatia sc:arcely affects 
hhn, The pakka ot'hatias at such a market as Ha.pur are in close touch 
with the foreign markets through their head offices at the ports; and 
thua the movement of world prices govern the Hapur prices, which in -
their turn govern the prices of the smo.ll market and the villa.,ae. But 
the ~rhatia'. sa.les are not only to the export and wholesale trade. but to the 
retail trade too, He is the primary distributor of agricultural produce. 
and 80 stands at the apex of the structure of Indian marketing. with 
tbe kachcha arhatia and the -dealer in the small mandi in the middle 
and the viIl~ bOllia, b .. opori and eartman .& its base. 

(") Ih, G, Clam', ... il '"...,.. .... ~ ~ IlnemWim. V ... VII, r- l1li. 
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, 2.56. Marketing finance.-Marketing finance begins when the pro
duce 18 ready on the threshing floor, or even earlier, if the cultivator has 
received an advance on the "Understanding that he will sell his produce 
to the creditor. The money for this initial advance, or for the purchase 
price, is provided by the beopan or kachcha arhatia. Neither of'these nor 
the cultivator himself is able to hold the produce for a rise in price and 
must bring.it a~ early as possible to market. Whether it is the cultivator 
himself, or the beopan, or the cartman who brings the commodities, 
whether they are sold directly or through the kacheha arhatia, they are 
ultimately bought by the pakka arhatia, and it is he who has to provide 
the money for the purchase. If he has already advanced money to the 
beopan to enable him to purchase in the village he simply makes an 
entry in his book, credits him with the value of the goods, and so decreases, 
his loan. Thus it is on him that is thrown th!l burden of providing 
,marketing finance as soon as the crops are "harvested, or, at ·all events, the 
greater part of that burden. ' 

257. The arhatia' 8 personal capital is seldom large enough to meet 
all the requirements of his business, and he must himself bOlTOW to 
increase his resources. He usually wants financial facilities in three 
forms': {al For general business purposes, to advance to the beopan, 
or for storage and movement of goods, etc.; (b) against storage, 00 pay 
for the produce and hold it till it is sold, or till the client on whose 
behalf he is holding it has paid for it in full; (e) for the movement of 
produce from his mandi to the port town, mill yard or other place where 
it is required. The following are the methods in which he o~tains, 

money for these objects. 

258. (a) For general business purposes.-Thel1thatia makes arrange. 
ments with his 8af"Taj or bank to give him the necessary accommodation, 
the amount and nature of which will naturally depend upon his relations 
with his banker, his past dealings, his financial position and the volume 
of his business. The advance may form the subject of a demand pro
note, a running account or a muddati hundi. The lender may simply 
rely on his signature or ask for a second signature. If the advance is in 
the form of a muddati hundi, the payee, i.e., the !a"aj who makelJ the 
advance, may in tum endorse the hundi to a commercial bank to be 
iliacounted, 'and so recoup his resources. If the banker's office is situ· 
ated in th& same place as that of the arhatia the transaction is simple; 
he obtains money from, and repays al the banker's office. But if the 
lender and borrower live in different places, the funds can be transferred 
in one of two ways :-

(i) The lender sends a hundi or another instrument payable at the 
place where the borrQ;Wer resides. The hundi is usually 
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da~8hani, but it may be a matured muddati 'hundi, drawn 
by some trader in that place, and now due for payment • 

. (ii) The borrower draws .. da~8hani hundi upon his. financier and 
sells it in the local market. 

The reverse operation follows when the payment is due. 
The arhatia often has standing instructions from his more impor

tant clients to draw money from them whenever there is a chance for 
favourable business. Sometimes, too, he has an arrangement with 
his correspondents or agents in other big centres or. port towns, by; 
which they take loans at the beginning of the season which are later 
liquidated by the despatch of goods. 

(II) For 8torage.-This is a much more oommon form of advance. 
The arhatia pledges his goods to his financier. He has produce stored 
in godowns, kothas or khattis, snd he transfers the. possession of the 
godown to the lender. If his financier is an indigenous banker he. 
simply oontents himself with the key 'of the godown: but if he is dealing . 
with a commercial bank, the bank putlt on its own lock' and signboard. 
This gives notice to the whole market that the godown is hypothecated 
to the bank. Such a notice has the elfect of reducing, pro tonto, his 
credit: and some of the bigger arhatias regard it as derogatory, and 
will not take advantage of the financial accommodation which storage 
can procure. The banks generally advance 75 per cent. of the value 
of goods, but the Barra! is satisfied. as a rule, with a smaller margin and 
in some cases may even forgo it. We have dealt with rates of interest 
elsewhere. They have fallen of late and are now reasonable. 

The arhatia often stores goods on account of his client. He nsually, 
asks for a small margin, less than that required by his banker. and in 
special cases may even dispense with it. On the other hand, a clien~ 
'whose means are substantial may pay the arhatia the full valne of the 
goods to sa VII himself from interest charges. As it is not always possible for 
a banker to be present when goods are being stored, he cannot be certain 
that the goods are as represented, and that there is not a layer of 
inferior goods or even-rubbish at the bottom. Accordingly the lender. 
when making an advance, does not rely solely on the security, but has 
regard'to the borrower's reputati~n for inte,,"I'ity. n may be incidentally 
mentioned that the kotha or khatti may be sold several times before 
it is finally emptied and its contents sold for consumptioo or export. 
For the quantity and quality of oontents the intermediate pUtthasers 
rely upon the beejalc (invoice) of the person who first filled the kotha or 
kIIatti, which invoice passes from every seller to every purchaser. n is 
extremely rare that the berja1c is fradnlentIy prepared, but if on oj"t'ning 
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'the store a discrepancy is dIscovered between the actual weight or quality 
anll that describell in the beejak, the original or first seller is respons
ible .for maJring good the difference,· The beeiak, however, is not an 
instrument of ownership, but ,only evidence of weight and quality. 

(0) M oliements oj !loads ,-When the arhatia sells his goods locally 
he receives the .va.lue .locally. Usually he has to wait for payment for 
a certain time after delivery, which time depends upon the custom of 
the mandi.But if the goods have to be railed abroad he will either 
receive payment direct from the purchatler or, more commonly, he will 
-draw on the purchaser for the funds. The sale price may either be 
absolute or dependent on the quality. 1n the former case he may draw 
,up to the full value, but4n the latter case he is generally allowed to 
draw only up to 90 per cent. of the price, when the balance is adjusted 
,on the basis of quality after the goods have been examined by the 
purchaser at destirlation. If, he is simply consigning goods to his' agent 
for sale on his account, his agent will advance him up to 75 or '80 per 
.cent. ·of the market price, and the account is finally settled after the 
,goods have been sold. 

]'nnds are drawn by means of a darshani hundi; the seller or agent
at destination pays the amount of the hundi to its payee or holdeI' • 
. Such, hundiB may be either supported by.a railway receipt or be clean. 
In the. latter case the railway receipt is sent directly to the consignee 
'Bnd is made out in his name; in the former case the consignor and 
consigneE! are the same, so that he may be competent to endorse the 
l'eceipt to the banker to whom he offers the documents for purchase. 

The banks generally prefer that hundi8 should liIe supported by 
receipts, since their Psk is therebJ reduced. The limit fur the purchase 
.of clean hundiB is considerable only in the case of respectable clients. 
Some consignees, however, insist on receipts being sent direct to them, _ 
either as a matter of prestige, or because they themselves have to 
take an advance on the goods' before they can pay the hundi. The 
hanks will rarely assist the smaller arhatiaB in such a case, who must 
then sell their d4rahani hundiB to a 8ahukar or 8affaj. 

We have so far considered only cash sales. Sometimes, an arhatUl 
sells on credit, at a period fixed by mutual arrangement. Contrary to 
the practice of some western countries, such accommodation is rarely in 
the form of usance bills, but of book debits. If a hundi is passed on 
by the purchaser in favour of the seller the latter CBn endorse it to hiB 
financier, and get accommodation in case of need. 
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269. ImprOfJementa in marketing finance.-This description ma.kes 
elelll" the defioienoies which exist in the present system of marketing 
finanoe. We make the following ~ggestions~-

.(5) The oultivator'B power of holding up stocks should be m
creased; this is possible if the oo-operative .credit societies 
undertake marketing finance. The oultivator will then be 
able to get pra.ctioa.lly th!l full market prioe on the security 
of hia produce, without a.ctually selling it. And beca,use 
the whole of the crop will not be ma.rketed at the aa.me 
time and sale will keep pace with demand, the return ,to 
the agrioulturists will be increased. 

(b) Storage.-We ehow later how storage could be reformed 80 

as to create negotiable instruments of ownership. 
(0) Trade billB.-If merchants introduce trade muddati hundie, 

instead of the present book credits they will oreate nego
tiable instruments of an acceptable kind, which O&D be 
used as, anel. expand the bllBia of, credit. 

(d) Railway receiptB and darshani hflMic.-If the pra.ctice of sup
porting da"hani hUMis with railway receipts be extended 
it will be easier to sell them in the market and to banks. . 

260. Dealinga in futures .-The agriculturist in an outlying area 
suffers a great deal from the fiuctuation of market prices; and in all 
agricultural countries, we find, besides the distributors, a clasa of traders 
who specialize in undertaking commercial risks and whose transactions 
·are in accord with the seasonal and world movement of prices. Their 
business tends to make daily market pr~ correspond to the move
ments in supply and demand as they vary from season to &e8BOn. In 
our province this funotion is chiefty in the hands of the pakka arhatw, 
through transactions known as badni ka ,atta. (.) At Hapur, Ghazillbad, 
Meerut, Muzalfarnsgar, Deoband, Shamll, -Secunderabad,. Dankaur, 
Hathras, and Agra large dealings in futures take place; each market 
speculates cbiefty in its own special produot,-wheat in the marts in 
·Meerut district, wheat, cotton, barley and bajra in Hathras, &Dd cotton, 
cotton seeds, gram and bajra in Agra. Such transactions take place in 
terms of khattis, sacks, maund. or (in the case of cotton), khandie. 
Moat of these transactions are settled in terms of ditferen0e8, i.e., the 
amount by which the value of the commodity rises or falls; not merely is 
there no actual delivery of goods, but a very small sum may serve as 
cover for .. large transaction. There are dilferant conventions in differ
ent markets relating to the time and methods of settlement ohar~, 
and the proportion of the cover to ~e amount of the transactions. The 
Chambers of ('OJUmerce established in many of these markets are now 

(") •• - .......... ,. "'- ... (oI.,.m). 8_~'"-"djoe 
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-endeavouring to regularise these conventions iIr the form of r1l.leil and 
bye-laws. There are, however, many merchants who have not yet been 
enrolled as members, and many transactions take place outside the Cham
bers' jurisdiction. Members, lis well as non-members, often indulge in 
unallthorised transactions such as teji ka satta (put option), mandi klJ 
Batta (call option) ,and nazrana (double option). And their effects upon 
prices are very different from those produced by the expert speculator 
-who deals in futures after a due consideration of present stocks, of the 
tendencies of demand and seasonal supply, and of the tone of the outside 
markets. 

261. Dumping.--,There is some evidence to show that exporting 
firms are occasionally guilty of dumping agricultural produce to facilitate 
purchase at lower prices.. Thus in Rae Bareli, "the charge levelled 
against the leading exporting firm IS that it shatters prices with a travel
ling load of 10,000 maunds of grain, which is dumped in the area in whicb 
prices are steady to lower tbem ad lib, and tben, after effecting pur
chases, tbe prices are forced up again. The well-known evils of cornering 
and dumping are practis(ld in a novel form." , 

262. Practical dejects oj marketing.-There are other defects in the 
. marketing system whicb can only be cured by legislation or administra-

tive regulation. Tbese are:-
(a) the nse of a variety of local weigbts or measures; 
(b) false weighment; , 
(0) the levy of a variety of incidental charges and imposts; 
(el) tbe absence of grading; 
(e) the se6ret settlemont of prices. 

263. (a) Variety oj local weights and measures.-The confusing 
variety of weights and measures in India bas often attracted tbe atten
tion of the Government. The Weights and Measures Committee re
commended standardisation in 1913-14, bot its recommendations have so 
far been ignored. Recently the Royal Agricultural Commission ha~e 
dealt with this matter. Tbey realisllCl that local trade custom and: 
tradition were serious obstacles to all-India legislation, and recommended 
that the Government of India. should again undertake an investigation 
of the subject and lay down general principles to which the provincial.. 
governments should adhere', so far as this is possible without undue inter-
ference with local trad~ customs. -

264. We strongly recommend that the United Provinces Govern
ment should institute an inquiry to ascertain what weights and measures 
are used in different pans of the province for all kinds of grain transac
tions and payment in kind, with a view to introducing standard weigbta 
and measures. In many areas the weight used for rural transactIons 
Is different from that used in the mandi; Bnd it is always the cultivator 



( 161 ) 

who suffers. Thus in Muttra district, for instance, the village maund 
is 45 seers, Bnd though it is converted into standard measure there is 
always room for discrepancy. ~here is already a tendency for approxi- . 
mation of local to standard measures, and any action taken by the govern
ment will accelerate the change. 

265. (b) Incidental charges.-In most markets there ·is 8l large 
'Variety of incidental marketing charges. It is only in the bigger mandil< 
that the aThatias levy uniform charges from cultivators, and even here 
these di1fer from the charges which the beoparis have to pay; for th!" 
beoparis are frequent visitors to the mandi, and the aThatia is anxious 
to secure their custom. Further, the charges for various items di1fer 
in different GThats; and oultivators and beoparis, when they are confronted 
bn their way to the mandi by the agents of the arhatias, can never be 
certain whose total charges will be the sma.llest. We have BOme inter
esting evidence as regards these charges hoth in organised and country 
mllrkets. We here give a compa.risoo of the cl;targes in the mandia af; 
Hapur, Ghazillbad, Hathras Bnd Agra. on the' one hand, and a country 
market in Partabgarh district on the other:-

ltema. I Gh"li- A CouDtry 
aopur. • bad. H.'hras, Asra • marke. in Padab" 

garb. 
, 

RI. e. p. DI, •• p. BI. •• p. aa. a. p. 
2111110. (".i~hm.n') 1 , 0 1 9 0 111 a 1 9 0 
D .... (oharIl1) .. 010 0 010 0 .. .. 
ViA~.1 •. 0 I 8 .. .. .. 
FUhng ohar",," •• 0 0 8 .. .. 
Ba.. allo.aDoel 0 8 0 0 8 0 .. . . 
E .... (duI'. dl;~ 0 6 0 0 6 0 .. .. "0.,. 
00, .. 1 .. .. 0 8 0 0 9 0 1 5 0 
Ohari l1 .. .. 0 1 0 .. ... 
Edr. "ol~h' •• .. U 10 0 .. 
Palloi/o... (por .... .. .. 1 , 0 1 , 0 

"1°)' Bro Irate •. .. .. 0 6 0 0 5 0 
8~o""inU (roli. .. .. 0 , (l .. 

Siou, dtduolion). 
0 (lolAal. .. .. . . 0 1 .. 

Ra..hla .. .. . . 0 0 • Mi.,.oeUaa.eoaa .. . . .. 0 1 C 0 0 0 
Ara,b •. .. . .. o 10 0 010 0 
A .... (nmbad';'i .. .. .. . . S _"ob in ....... ... ~ mauoa 
Wetg menl. Quo-. .. .. .. .. 8 pi .. por ... poe . 

'00. • 
For .. oighman III .. .. . . .. 1 to 1t .... ill , 

kind. mauud .. 
D ........... I ebb., .. , ... 
PM. . ( .... ; 

.. .. .. .. .. •• .. .. lohha'bk. 
olao.goo). 

a .... por .. .. ,- .. .. DiHo. 
Total .. 11 11 0 , S 0 , lS U 6 1 it '.r •• .bo •• eha.rgee 

I 
for .. load '11'0«'''' 

I BL 100 omo"'" to 
R. S.lS-O. 



( )62 ) 

Transport charges are roughly Rs. 3 per cart load of 20 to 25 maunds 
for a distance of twenty to twenty-five miles. Thus the total sum 
payable between threshing fioor and arhatia' 8 godown is about 5, annas a 
maund; or 61 per cent. if the grain'is selling at Rs. 5, a maund. 

266. (a) Othllf" de/eata.-The arhatia', weighman is an adept at 
ialse weighment; the beopari and the cultivator are equally adept at 
ingenious adulteration. Purchaser and seller try to outwit each other 
in an unfair game. Neither the merchants nor the cultivators in out
lying areas have any accurate knowledge of the seasonal or daily variations 
·of prices, and often depend upon their mother-wit in the settlement of 
prices. In many mandis the dallal or broker uses secret signs to prevent 
the seller from following the course of long drawn-out bargaining. 

267. Regulated general marketa.-In the Bombay Presidency the 
Bombay Cotton Marke~s Act, passed in 1927, established regulated cot
ion markets .. We consider, however, ,that marke~s for separate 'com
modities are not suitable for this province, as most of the present mandia 
trade in a variety of commodities. This province needs regulated 
general markets, such as exist in Berar. We suggest that govern
ment, after making such· inquiries as may seem necessary in snitable 
markets, should consider the question of introducing legislation. As 
I"ecommended by the Royal Agricultural Commission the initial ex
penditure on land and warehouses incurred in starting such regulated 
markets should be met from a government loan. In 3. regulated mar
ket, complaints of wrong weighment, disputes regarding the quality of 
produce, and unfair arhat or incidental charges woulil all become im
possible. It would be governed by a committee consisting of repre
sentatives of the various interests concerned whose duties would be to 
regulate the method of sales, to fmme regUlations for the control of 
middlemen and of market practices, and to deal with cases of fraudulent 
:weigbment, unauthorised deductions, or other illegitimate acts. The 
Royal Agricultural Commission have approved of this system and re
commended its introduction in various Pllrts of India, and have fully 
discussed the details of. management. Chambers of Commerce are 
already .established in some of our bigger mandia, such as Ghaziabad, 
Rapur and Chandausi, and have already done a good deal to organise 
and regulate their markets. But there is still much to be done, especially 
in the matter of grading produce, for which certified inspectors, prefer
ably in government service, will be necessary. 

268. Co-operatifJ6 marketing.-But for efficient marketing. more 
is required than mere regulation of markets. The most promising of 
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various suggestions for improvement is the introduction of co-opera.tive 
mllrketing societies. We have made little progress in this direction as. 
compared with Bombay and Bm:tgal, where a considerable number of 
co-operative sale societies are at work, giving the benefit of good prices, 
at grading, ani! of standa.rd weights to the cultivators. In the Punjab, 
too, there are nineteen co-operative commission shops. Oil!" province ' 
has done little in this directipn. ('} We must insist that the success of 
co-operative credit is jeopardized, to a luge extent, by the absence of 
organised marketing. The credit society and its members will benefit 
materially from the sale society, since the latter will collect the former's 
dues, and seCure for its members a better price for their produce. Or 
it may be found possible for one society to combine both credit and sale
operations. 

1169. M ethodB of 8wroge.-The exlsting methods of storage are
primitive. The peasant, lIOOording to his meed, keeps his grain in ear
then pots, in BIICks, in bins or enclosures made of matting, mud and 
wickerwork, in large earthen cylinders, in a spare room, or (where the 
.water level is low), in underground pits. Primitive &8 they are, suco 
methods serve the pea.sant's turn: for he h&a not much to store, and 
since he stores for subsistence, not for sale, his stocks do not remain 
stored for long. Storage in the market dilI'ers from village storage in 
degree rather than in kind. The kotlw or barn replaces the kothila or
bin: the market khatti is an underground pit like the villager's, only 
larger: the godown is B warehouee where the grain is stocked in bags. 
or sacks. Merchant and p_t &like suffer a' certain 10SB from 
insects, or rats, or underground damp; yet it would be difficult' to per
suade either of them to adopt improved methods. The expense would 
be great, the climate is unfavourable, and except in the largest' 
markets, the stocks held are usu&lIy sm&lI. As the routine agriculture
of the present day is gradu&lIy transformed into commercial farming, and 
the cultivator -gains power to withhold produce from sale against 
a rise in prices, the Deed for improved storage facilities will DO doubt 
gradually increase. The p&B8&Dtry of this province are not likely to 
req \lire grain elevatQ1'8 or lioenaed warehonses for some years to come. 
Bllt the advantagea that are likely to accrue from & warehousing system 
CD modern linea are 80 great that WJI desire to make eertain general 
observations 01\ the subjec'-

1170. Licell8ed _ehOtl868.-As a b&ais of such B system, we are 
conten~ &0 BCCept the provisions of the late Mr. Madan's draft Bill 

Gonkb<;!.. ~ ........ ti .. ...-. .. .....- .......... willa ,..... pt'IIIDioe ia. 
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'~'for the establishment of independent warehouses," a,copy of which 
we rece,ived from the Central Committee and which we have reproduced 
in an appendix to' this chapter. (') To put his proposals briefly, such a 
warehouse must conform to certain conditions, Is.id down by statute or 
statutory regulation, in respect of such matters as sanitation, adulteration, 
'grading and management generally; it must be subject to government 
supervision and inspection; and the warehouseman and the grading stall 
must be licensed by government. The warehouse warrant would be a 
negotiable instrument of title, and as such avaiIsble to act as security 
against a loan, or to support a trade bill. 

271. There is ODe point with which this draft Bill does DOt deal, but 
which we regard as important. The warehouseman cannot be -permitted 
to deal in, or lend money on, goods of any kind which he receives in 
his warehouse, either on his own account or on that of others;· to buy 
or sell others' goods on credit, or to act as a guarantor of such business. 
Similarly, he must not himself take part in the grading of the goods 
which he receives: the grading officer must be entirely independent, 
and preferably an officer in government service. The object of these 
llonditions is obvious: the warehouseman to -whom depositors entrust 
their goods for safe custody must not be in a position where he may be 
tempted to tamper With those goods, or exercise pressure on the de
positor to sell him his goods outright. 

272. Since government must, in any case, retain a large mea
sure of control over such warehouses, the question arises whether it 
would not be advisable for government to retain their management 
entirely in its own hands, so that warehousing would be a State under
taking, worked by a State department. In this connexion some ex
perienced Witnesses argue as followa. Since, sooner or Jater, all goods 
that are surplus in one place must be transported by rail to another 
place where they are needed, the warehousing system, as a mere matter_ 
of convenience, must be link~ to the railway system. The best loca
tion for a warehouse is actually at a railway station; and as the railwaJ 
company must sooner or later 'handle a part of the goods, it Will save 
both some trouble and some expeuse, if it takes over custody of those 
goods from the beginning; for instance, Teweighment would then be 
unnecessary, and disputes about di1ferences of weight would be imposs
ible. AoOOrdingly, since the Stat~ through ita State railways can 

, 
(') The Bill tak.. DO acoonnt of oortaIn matts. of lOme imporluoe, &hough moot 

"I lheae we reler in the Iel:t: .. eomplete list will be found in ErideDco. Vol. n. pp. 110-91. 
,of these we refer in the text: .. complete list will be found in Evid ...... Vol U, pp. 90·91. 
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conveniently, and should, take over the management of a large number of 
warehouses (including, em hypothesi, all the most important), it. 
may as well take over the manage~ent of all-warehouses. 

273. We are of opinion that, even on their own premises, the 
advocates of State intervention somewhat overstate their case. Many 
commercial centres possess more lines of railway than one, and· their 
,tations are not always contiguous: (8) at which station, in suc:n 

.aAlI¥!e,-is·the warehouse to be located? Elsewhere, the business quar
ter of the city in question may be situated ah. considerable distance from 
any station: in such a case the most convenient site for the warehouse 
would generally be in the business quarter. (') Aga.i.n, the market or 
manufacturing oentre might be situated either at a considerable dis
tllollce from any railway station, or from any station where large quan .. 
tities of goods could conveniently be handled. (8) lD 0.11 these cases, 
the usual method of linking the warehouses. to the railway system would 
be by private sidings and private lengths of line. And, lastly, no ware
housing system would be complete uuless every little market has its 
own little warshouse. The position, therefore, is that whilat the rail
way& could manage a certain number of warehouses without much diffi
culty or much additional expense, there would be some which it could 
not conveniently manage, and many which it could not manage at all,
save at a prohibitive cost. And we. should be strongly averse to the 
alternative course,-nBlDely, the creation of a separate warehousing 
department. Not ouly is it almost impossihle for government, 8S the 
result partly of heavy overhead charges, partly of the rigidity of ita 
financial system, to manage any commercial undertaking lIS cheaply 88 

.. private firm: but we consider it undesirable that the State should 
appropriate to itself .. profitable busineas, unleas that bnsineas is too 
large for private enterprise, or of great national importance. 

274. The licensed warehouse system, in the present condition of 
marketing, presents many advantages. FirsUy, the pl"O!lucer by mesne of 
the grading system will learn that profit ~ults from improved quality. 
of seed, of manure, of agricuUural methods. SecOfld/y, it will ensure 
the use of correct weights and defeat any attempt at fwe weighment and 
also adulteration. Thirdly. it will greatly Jeduoe handling, weighing 
and other incidental charges. LasUy, it will provide a new negotiable 

~ x-no.. bu \Iuoo 1m. of nilwaya : the llalioaa of the But Indiaa Bai\wa .. ODd 
~ lIohilkblDd oncI K......,.. RoiI_~ .... odi_a; the _ otalioa of \he lIoDpI_d 
.. orIb·W ....... BaiIwaJ io .. a -.iderabIe c1j __ 

(') Par iaa'-- 0. __ .... x-a-. 
(') Par iDotaaoo, C1u~ _ BoniIJ1. tile .... at tile ..... __ , 

....... Im~ _ of \he timber trade. .bidIt bu ..... pri-oata oidDtp. 
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iJistrumen~ of title, the use of which does not present the sentimental 
objections which ·in1luence the merchant who hypothecates his goode 
as security to a bank,-namely, the affixation of the banker's seal and 
name boord. In this connexion, however, it is as well not to exaggerate. 
There are some who regard the warehouse warrant as likely to facilitate 
the use of trade bille. But it would certainly be mconvenient to su~ 
port a bill by such a warrant. The bill would of tel!. pass through a 
series oJrdiseorints: jjrthe, original holder wished to sell his goods, or any 
part of them before the bill had been met, he might find it' difficult to
wace and recover the warrarit, and in any case, whether he recovered it 
or not, he might have to meet the bill before it was mature, at a time 
when to meet it caused him inconvenience. The warehouse warrant 
makes suitable security for a loan, an overdraft, or a cash credit; bnt 
.. trade bill must always depend on the personal reputation of the person 
who draws it. The a<lvantages of an organised system of licensed 
warehousing are sufficiently great without such exaggeration. 

275. Recent changes in marketing methods.-It is difficult to 
gauge present tendencies in agricultural marketing and finance. Changes 
are undoubtedly going on to suit the circumstances of modern trade and 
finance, althou&h such changes are more evident in the big trade and 
industrial centres than in the country towns and markets. For instance, 
the richer cultivators are, to some extent, bringing their crops to market . 
on their own carts, ponies, or other Conveyances or through hired carriers, 
and in some cases are looking to the arhaUa rather than to the village 
bania for their finance. In the same manner large buyers who them
selves are shippers overseas are now beginning to deal direct with large. 
cultivators. Both changes are for the better, since they will 
simplify trade 'by eliminating middlemen. But it is doubtful 
whether such tendencies as yet have spread to any great extent. In the 
present conditions of Communications and transport in the Countryside, 
the beopan is an indispensable link between the village and the grain
market. The cultivators deal in small quantities: the grain is of 
diverse varieties: their sales of produce are occasional. and they know 
nothing of grades of quality, They cannot follow market conditiOns, 
and, even if they have information about market prices, they do not 
know what their local prices should be. ,Further, the credit of a small 
cultivator is small and precarious, and be must depend upon the village 
mahaian, a local man who knows his solvency, for the ·necessary
capital to carry on his a.,nricultur:iI operations. The village mahaia" 
and beopan are also small men, who depend on borrowed capital, anel 
look to the arhatia or the localaahukaf' for their finance, Joint-stock 
banks. are still few in namber. at all events in rami Breas: whilst tba. 
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co-operative movement, which is at present concerned with the primary 
function of organising credip, has helped the cultivator very little in 
disposing of his produce. Thus the middleman for years to come will 

. be an essential feature in rural economy,-his principal function the 
colleotion and distribution of produce, and the adjustment of supply to 
demand from locality to locality and from season to season. But the 
sooner the present system of marketing can be simplified by the elimin
a ~ion of middlemen or the telescoping of their functions, the better for 
the producer: for at present he undoubtedly loses to the middleman a 
considerable part of the profit that should go to him. 

11 
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APPENDIX. 

THE AMERIOAN SYSTEM OF LIOENSED WAREHOUSES. 

IN India, a.s elsewheEe, when a merchant or ma.nufacturer UI m 
n~d of funds, one of the ways in which hEl can raise them is by hypothe
catmg his material, goods, or stock-in-trade to a bank which then 
allows him an overdraft or cash credit. But this system has certain 
defects.-

(1) A bank must keep a large proportion of its funds in a liquid 
form, i.e., ca.sli or ea.sily negotiable securities. A merchant's goods are 
not an asset of this kind, since they cannot be quiddy turned into 
cash. The amount of finance of this kind that the banks are willing 
to offer is, therefore, strictly limited. 

(2) When a merchant ha.s hypothecated his goods he cannot afford 
to give credit to the customers who buy -them, because when he sells 
them he must to the same extent reduce his overdraft, which can only 
be done with cash. But a ca.sh price is usually lower than a credit 
price, and the mercha.nt 10ses whilst his customer also is often put to 
inconveuience. Further a merchant who ha.s to sell at a low price will 
only buy, if he possibly Ilan, at a still lowe\, price: and the producer 
then suffers too. 

(3) The goods remain in the possession of the merchant: and this 
makes it possible for them to depreciate the bank's security by mis
management, negligence or even fraud. To . avoid this, banks often 
insist on the goods being stored in their own godowns,-",which a big 
merchant will resent a.s derogatory to his self-respect,-or on the provi
sion of some collateral security ,-'YhicIi the smaIl merchant finds n 
difficult to furnish. Banks, therefore, are chary of this kind of transac
tion, ~ merchants cannot get all the credit facilities that they require. 

In the United Sta.tes, the system till 1916 was much the same a.s 
it now is in India; An Act was then pa.ssed, which has been amended 
in 1919 and 1923, to establish and regulate licensed warehouses. Thea.s 
warehouses are licensed by the Government, onder conditions rell\ting to 
supervision and inspection whkh ensure that the storage facilities are 
satisfactory and adequate, and that there are suitable arrangements for 
grading all products according to quality. The person placing his goods 
in such a warehouse receives a warehouse receipt, giving full informa
tion regarding the goods themselves and the manner of their disposal. 
On presentation of such a receipt the warehouseman is bound to hand 
over the goods described in it to the person who presents it, subject to 
the dilJ<lharge by the latter of certain liabilities. . 

A warehouse receipt of this kind is simply a negotiable instrument 
of title, which can be and is readily bought and sold like any other 
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mmilar' Instrument. It is, in fact, iL liquid asset in which banks ca.o 
safely invest, or accept lIB collatera.l for a. loa.n, overdraft, or cash \ll'edit: 
Since the goods are in the bnds of a. third party, who ho.s everything 
to lose a.od nothing to gain by misma.niLgement, they are entirely mfe. 
. The possibility of improving the credit fa.cilities of the country by 
)neans of licensed warehouses of the American type attrll.cted the o.tten
tion 'of the late Mr. B. F. Madan, who drew up a draft Bill on the model 
of the American Act. This Bill is reprinted below. 

Draft 01 a Bill to 81IDourage the fJ8tablishment 01 independent fDa"ehOtl8e. 
in India and pI'OfIide 10f' their proper BUpeNlision and control. 

WHBRBAS it is expedient to encourage the esto.blishment of inde
peudent warehouses in India, a.nd arrange for their proper supervisibn 
a.od control; it is hereby enacted a.s follows:-:-

1. (1) This Act may be ca.lled tlIe India.n Licensed Warehouses 
Aot. 

(II) It sho.ll extend to the whole of British India a.od shaJl come 
into force from 

'11. In this Act, un\ess there is a.nything repugnant to the subject 
.or the context-

(a) "warehouse" will mean every building stru;:ture or other 
protected enc\9sure in which a.ny ra.w produce or ma.nufa.c
tures are stored, 

(II) "person" will include two or more persons a.oting in pa.rtner
ship or a. compa.ny registered under the Indian Compa.nies 
Aot, 1913, -

(0) "warehouseman" mel\ll8 a. person lo.wfully enga.ged in the 
businesa of storing goods a.nd mercha.ndise inoluding a.gri
cultura.! prodooe, 

(d) "receipt" means receip' iesued by the proprietor ~ a. wa.re
house for goods entrusted to him for stonlge. . 

S. The Governor-Genera.! in Counoil mo.y on application to him 
IBBue to any wa.rehousema.n a licence for the conduct of a warehouse 01' 

warehou868 in acoorda.noa with this Ad and sucll rules and regu\o.tions 
as may 110 made hereunder: 

Provided that such warehouse is found suitable COl' the storage of 
the goods or merchandise na.med in the application for licence a.nd the 
wa.rehousem&D agrees to comply with and abide by aU the terms of this 
.Aot and the rules and regulations made in pnraua.nce of the same : 

Provided further that each 8lli!h licence shall be on such terms 6.DcI 
tor such period lIS the Governor-Genera.! in Council may deem fit and 
BUch licence may be renewed, extended or modified from time to time 
at the discretion of the Qovemor-Genera.\ in Council. 
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4. The Governor-General in Council is hereby authorized-
(a) upon application of any person for a licence to inspect or 

;Jause to be inspected the warehouse or warehouses con
templated in such application, 

(b) at a'l,Y time and from time to time order inspection of any _ 
warehouse or warehouses licensed under this Act, • _ 

• (o) to determine whether warehouses already licensed or for 
whiC;h licences may have been applied for are suitable for 
the proper storage of the particular class of goods or mer
chandise oontemplated in the licence or application for 
licence, 

(d) -to classify warehouses licensed under this Act according to 
ownership, location, construction, surroundings, capacity 
and other qualities, 

(e) to pres-:ribe within the limitations of this Act the duties of 
the warehouseman conducting warehouses licensed UDder 
this Act, 

(fJ to suspend and, if necessary , to revoke any licence granted 
under this Act for any breach of the provisions of this Act 
or of the rules and regulations made hereunder. 

5. The Governor-General in CoUncil shall be entitled to collect a 
reasonable fee for examination of or inSpectiOll of any warehouse that is 
the subje;Jt of an application for a licence under this Act and shall 0.00 
be entitled to collect, a fee of not exceeding Re. per annum 
for each licen;)6 or renewal thereof under this Act. 

6. The Governor-General in Council may upon presentation of 
satisfactory proof of competency issue to any person a licence to insJl6"t 
sample and/or classify any agricultural product or products stored or to 
be stored in a warehouse licensed under this Act according'to condition, 
grade or otherwise and to weigh the same and to certify the weight there
of npon condition that such person agrees to oomply with and abide by 
the terms of this Act and of the rules and regulations prescribed here
under so far as the same may relate to him. 

_ 7. The licence of any such person li;)6nsed under clause 6 may" 
be suspended or revoked by the Governor-General in Conncil if he is
satisfied that such licensee has failed to correctly inspect sample, clasai
fy or weigh any a.,oricultural product or products or has -violated any 
of the provisions of this Ad or of the J"Illes and regulations made here
unde1' or has used his licence or allowed i~ to be used for any improper 
purpose whatsoever. 

8. Every warehouseman conducting a warehouse licensed under 
tbis Act shall receive for storage therein so far as its capacity permits 
any goods or merchandise of the kind customarily stored therein by him 
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which may be tendered to him iII. a suitable condition for warehousing 
in the UBuiJ ma.nner in the ordinary .:ourse of business without making 
any discrimination between persons desiring to avail themselves of ware-

, house facilities. . 
9. Every person who deposits goods or I!lerchandise including raw 

agricultural products in a warehouse licensed under this Act shall be 
deemed to hsve deposited the SlIme subject to the terms of this Act and
the rules and regulations prescribed hereunder .. 

10. For all goods and merchandise including agri:.!ultural products 
stored in a warehouse licensed under this Act original receipts shall be 
issued by the warehouseman conducting the same but no reoei pt shall 
be issued for any such goods lind merchandise or &gricultural proouctA 
unleBB the lIIIme are actually stored in the warehouse at the time of iseu, 
IIoIl\l6 thereof. 

11. Every such receipt shall embody the following partil,'Ulars, 
Ilamely-

(a) location of the warehouse, 
(II) date of issue of receipt, 
(0) consecutive serial nmnber of receipt, 
(d) statsment whether the subject-matter of the receipt is de

liverable to bearer or to a specified person or to his order, 
(e) rate of storage charges, 
(j) marks, number and weight of paclta.gee received provided 

however that where it is some &gricultura.l product in bulk 
the description and quantity thereof shall suffioe, 

(g) the class and grade of any agricultural product received for 
storage where the depositor wishes it to be shown on sneb 
receipt in which case it shall be as certified by a person . 
liIlensed under clause 6 of this Act. 

(II) a statement that the receipt is issued subject to this Act and 
the rules and regulations made hereunder-, 

(i) if the warehouseman is ownel' or joint owner of any goods 
the subject-matter of such receipt a statement to that effect,_ 

(,) a statement of the amount of advance made to the depositor 
or any other liability by the depositor due te the ware
houseman for which he I:!aims a lien provided however 
that where tN! precise amount canno& be asceriained at 
date of iasue of sl1I:h receipt a statement that lien is claim-
ed will suffice, . 

(ll) sl.\~b olber terms and oondit.ions as may be laid down 
by the G.ovemor-~neral in Council in this b!lhalf. 

(I) sign~ture of the warehouseman or of some per1lOIl duly .ntho-
nlled hy him and the numbe .. of his liceDce.. 
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12. So long as an original receipt issued under this Act is ou~ 
standing and uncancelled by the warehouseman himself no other or fur

. ther receipt shall be issued m respect of the same goods, merchandise 
or produ~e provided however that in case a receipt is lost or destroyed 
a fresh. receipt may be iS$ued in identicM terms and bearing the same 
date and number as the original on satisfactory security being given b, 
the person asking for such duplicate on lines laid down in the rules and 
regulations made in pursuance of this Act. 

13. Upon demand made by the holder o£ any such receipt and 
offer to s1l1TElnder such receipt with such endorsement if negotiable as 
may be nruessary and upon readiness to satisfy the warehouseman's lien 
and/or charges, and give proper acknowledgement of discharge the 
warehouseman shall forthwith deliver tile goods that may be the subject
matter of such receipt provided however that all such receipts that come 
back into his hands duly discharged shall be forthwith cancelled by the 
warehouseman and preserved on his record for at least three calendar 
years from date of such discharge. 

14. Every warehouseman licensed under this Act sha.1I keep in a 
plaoe of safety complete and correct records of all agricultural produc~ 
stored therein and withdrawn therefrom and of alI receipts issued by 
him and of receipts returned and ~ancelled and shall conduct the ware
house in all respects in compliance with this Act and the rules and 
regulations made thereunder. 

15. Every licensed warehouseman shall report to the Governor
General in Council the condition of his warehouse 01' warehouses, and 
the contents, operation and busineBB thereof in such form and at such 
times as the Governor-General in Council may require. 

16. The Governor-General in Council. may ~use an inspection or 
examination to be made of any warehouse licensed hereunder and of the 
goods stored therein and of the books and records thereof at any time 
by person or persons appointed by him in that behalf. 

17. Whenever as a result of such examination it is found that a 
;,varehouseman is not conducting his warehouse in accordance with this 
Act or the rules and regulations made hereunder or that he is charging .. ' . 
unreasonable and exorbitant rates the Governor-General in Council may 
order- his licenoo to be suspended and if satisfactory explanation of the 
breach of this' Act or of the rules and regulations made hereunder is not: 
forthcomil)g may order such licence to be revoked. 

18. The Governor-General m· i:louncil may order to be published 
in the Gazette of India the result of any investigations under" clause 3 
or under clauses 16 and 17" There shall also be published in the 
Gazette of India the names and locations of warehouses licensed here
under. with the names and addresses of the licensees as MSO a list of all 
lioonoes revoked or terminated under this Act and the reasons therefor. 
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19. The Governor-General in Council shall from time to time 
make such rules and regulations as may appear to him advisable for the 
proper carrying out of the pr9visions of this Act. -

20. Every person who shan forge, altel.', counterfeit, simulate or 
falsely represent or otherwise unlawfully use any licence issued by the 
Governor-General in Council under this Act or sha111ssue or uttel' a 
false or fraudulent receipt or certificate and every person who shall with
out lawful authol.'ity convert to his own use or use for the purposes of 
Ba.luring a loan or remove from a licensed warehouse contrary to this 
Act or the rules and regulations made hereunder any goods or mer
chandise stored or to be stored in such warehouse and for .which licensed 
receipts have l!een or are to be issued shall be deemed guilty of a mis
demeanour and shall upon conviction be liable to a fine not exceeding 

. ten thousand rupeee or double the 'value of the goods or merchandise 
involved whichever is the greater or imprisonment for a period not ex· 
ceeding twelve months or both at the discretion of the oourt and the 
owner of the goods or merchandise so converted, used or removed may 
in the discretion of ther Governor-General in Council be reimbursed out 
of the fines so collected' to the extent that he may not otherwise have 
been reimbursed. 

21. Any persou who shall with intent to deceive draw a falsE' 
&ample of or shall wilfully mutilate or falsely represent a sample drawn 
under this Act or shall claasify grade or weigh fraudulently any agn. 
cultural products stored or to be stored under the provisioDB of this Al!t 
shall be deemed guilty of a misdemeanour and upon conviction be liable 
to a fine of rupees five hundred or imprisonment for three months or 
both in the discretion of the court. 

22. It shall be open to the GovernOl'-Generai in Council to offer an 
inducement to the establishment of licensed warehouses as contemplated 
in this. Act by way of grant of land free or at a nominal rental or by a 
subsidy towards the cost of construction or by guarantee of a reasonable 
retlll'll on the total capital invested or in any other way that may appear 
most suitable to the Governor-General in Council in such place or places 
I!.IId on such terms and conditions as may appear desirable to the Gov. 
emOl'-General in Council provided however tbllt where the inducement 
to he offered is II guarantee of a reasonable return on capital it; shall not 
8XceM a return of mere than five pel' ;:ent. per annum and provided fur. 
ther that where any payment by the 'Governor-General in Council be
comes n~ssary under IIny such guarantee a Peparate llooount shall be 
kept of ths SlIme and Government shaD be entitled to one-half of all 
ea.mi1ll!8 of any warebouse so /lU8ranteed in exoeae of a return 'of six 
per cent. on the carital invested until the amount paid to such _ 
houae in order to implement tbe gullnmtee given to it and standing at 
the debit of BUch separate __ 'Onnt shall have been entirely wiped olr. 
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CHAPTER VI. 

TIm PRESENT SITUATION IN RESPECT OF CO-OPERATION. 

276. Oo-opllTation defined.-Co-operation may be described as a 
method of work or a form of organisation which seeks to utilise and 
develop those ~oral forces which will enable people to unite on a 
voluntary and ilemocratic basis for a common end, in order to improve 
their condition in every walk and phase of life, physical, mental and 
economic. Its basic principles are self-help and mutual help, while 
honesty, loyalty and mutual trust· are its first essentials. Though we 
consider that it may ultimately be the cure for a great many evils, we 
deprecate the tendency to put forward co-operation as the sovereign 
remedy 'for all ilIs for which no other solution is apparent. It has 
its own difficulties, and the exact method in which it should be applied 
to each individual problem needs to be carefully studied in detail before 
any practical steps are taken to solve the problem along co-operative 
lines. 

277. The cO-opllTatifl6 Cf"edit 8ociety.-The earliest and commonest 
form of co-operation in the province is the co-operative credit society 
for agriCUlturists. Its methods of work have varied considerably from 
time to time, but the general princwles are unchanged; and the con
stitution and wo~king of such a society at the present time can con
veniently be described at this stage. Ten or more men residing in a 
the same neighbour who trust each other and wish to horrow or to save 
money, in furtherance of their common object combine. to form a c0-

operative society of wh~ they are the members. This union is en
tirely voluntary; any member may sever his connexion with the 
society at any time he pleases: but so long as he remains a member he 
is under discipline and must abide by the rules and regulations of the, 
society. One of these rules is that each member must put down a sum 
of money, usually Re. 20, from his own savings in this joint under
taking, which is called his share;' but as cultivators rarely can put down 
so large a sum at once, the member is allowed to pay in instalments of 
one rupee at each harvest, so that the whole amount is completed in 
ten years. Any member who can may buy more shares than one, in· 
which case his instalment is increased proportionately. This share is 
the member's property, and under the law it cannot be attached. H. 
can only withdraw it, however, two years after he ceases to be a mem
ber, .luring which period, too, he remains liable for the society's debt.J. 
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He is not entitled to receive a dividend till he has pa.id up the whole of 
it. Each shareholder, no matter how many shares he bolds, has. only 
one vote in the general meeting of the society which decides all import
ant matters; the routine managelllllnt, however, is entrusted to a small 
elected committee called the panc1w.ytrt. As the chief need of most of 
the members·is money, the society endeavours to ascertain what each 
member's annual needs are likely to be. i.n normal circumstances; thie 
amount is called his normal credit. 

278. The society and the cent,.al bank.-When the total needs of 
all members have been ascertained, arrangements are made to borrow the 
amount required. For this purpose all the members pledge their joint 
security, whereby they CILll get the money at a lower rllte of interest 
than if each were to borrow singly. In the early days the sooieties 
obtained funds from private capitalists, who, for philanthropic or inter
ested motives, deposited money with the society for a fixed period at 
an agreed rste of interest. This method, how,ever, proved unsatisfac
tory; for a· society could not be sure of getting such deposits, nor was 
it always able to repay the' money when the depositor asked for it. A 
more suita.ble credit agency was then devised,' namely, the central or 
district co-operative bank. Such a bank obtains its funds in the shape 
of deposits or shnres from the public, and shares from the societies 
which it finances. The latter are blown as ocdinary and the former as 
preference shares. Its management is vested in a Board of directors 
elected from amongst the shareholders at a general meeting, which ie 
the supreme authority. ElICh shareholder has one vote, whatever the 
number of shares that he holds. The object of the bank is to advance 
money to societies working within its area of operations: the amount 
of a loan is limited to twice· the normal value of the society's shares. At 
the present time a society rarely borrows money from any other source 
than the central bank. The bank lends to the society, ordinarily at 12 per 
cent., on \be joint responsibility of all the members. 

279. The society and its m8ttlb61".s.-The society in its turn dietri
butes this money among the members at 15 per cent. Few members 
have any tangible security to oller; their only asset is their good reputa
tion, on which the society is fain to rely, thus, in the most literal sense. 
"making capital of" their honesty and their labour. Nevertheless. 
each borrower must produce two sureties who are themselves members; 
their duty is to _ that the amount advanced is not ill excess of tbe 
bOI'rower' .. minimum nlIl~ents, that he spends the money for the 
purpose roc which he takes it. and tbat he repays it at tbe time fixed. 
failing which they tbemse\ves become liable for its repayment. To 
facilitate repayments it is usual to fix suitable iDstslments based on the 
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borrower's probable income .• The society relies primarily on persuaslol) 
and moral pressure to induce members to repay their loans punctually;. 
but the members are merely human, and default does often oocur. ,II) 
such cases the society requests the Registrar to appoint an arbitrator 
who, after hearing both parties, gives a suitable decree or award, a pro-
cedure which reduces expense to both parties; and further to help the 
!ocieties, Government have made rules provi<llng for the execution of 
such awards through the collector as arrears of land revenue. 

280. The sel/-supporting societll.~n there is no default in a society. 
it rapidly reaches a stage where it need no longer borrow. The interest 
realized from members, after deducting necessary expenses, is placed 

'in the society's reserve fund. This fund is the property of the society 
as a whole and no individual can claim any share in it; on liquidation It 
is not paid to the members, but is spent on some work of public utility, 
preferably in the village. Loans are made, however, out of this fund, 
which thus grows on a basis of Compound interest. Similarly, the 
difference of 3 per Cent. between the rate of 15 per cent. at which tht' 
society lends, and that of 12 per cent. at which it borrows, also goes 

·to the reserve fund. Thus the sOciety's "owned capital" which is 
made up of the reserve fund together with the share capital accumulates 
rapidly, until in course of time it becomes sufficient to meet the needs 
of the members, and further borrowing becomes unnecessary. The 
position is then that the society lends money to its members out of 
funds of which the members themselves are the owners; in other words, 
the members borrow from themselves, pay interest' to themselves, and 
can if they choose reduce the rate of interest, though rarely lower t.han 
6 per cent. since m9ney is needed io cover the cost of management and 
other miscellaneous expenses. Some 400 societies have thua reduced 
their rate of interest. ' • 

-281. Management of a societll.-In some societiea one of the mem
bers keeps the accounts; he gets no pay, but receives a bonus at the 
close of the year, which is calculated on the basis of the profits. Where 
no literate member is available, the central or district bank appoints II 
paid secretary who keeps the accounts of 10. or 12 neighbouring socie
ties; he is paid from the aecretary pay fund, which is built up 
from contributions of the societies, to the extent of one-eighth of the 
ionterest earned in the previ,oua year. The banks also employ fiIlper
visors whose chief duty it is to educate the members up to a full sense' 
of their responsibilities; sometimea they are a bank'lt employees, some
times they work under the control of a provincial body formed by the 
union of all the banks' in' the province. These supervisors who have 
been specially trained have each 25 to 30 societies in his charge, aod 
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is expected to visit each at least once every two or three months and more 
often if possible. A supervisor's pay varies from Rs. 30 to Rs. 75 
per mensem. There is also a government staff of inspectors to guide 
and help in controlling the superv:isors. Taese inspectors are aao a 
rule graduates, and'draw pay between Rs. 120 and ,Rs. 300 per mensem. 
Each inspector bas a circle of about 150 societies; the circle is usually 
a district. Government also provides one auditor, on a pay of Rs. 51} 
to 116. 100 per mensem, for each inspector's circle, whose duty is to 
overhaul completely the accounts of each society onoe a year. Both 
lIaditors and inspectors, who are fully trained J;Den, work under the 
control of an assistant registrar, who is a gazetted officer; there is one 
for each division. At the head of the department is the Registr&~, 
with two deputy registrars. Lastly, much honorary work is done 
by directors of banks and other honorary organjsers. 

~2. The membet'" rB8poll8ibility.-But these outsicle agencies caD 
only advise, help and guide co-operative societies,' they cannot manage 
them; the members themselves lI\ust learn to manage their own affairs. 
And as each member ill jointly and severa.lly liable to the extent of 
the. whole of his property for the society's debts, he must in his own 
interests keep in close touch with all his fellow members, and with the 
work of the society. He must see that no individua.l member borrows 
too much money, that money is advanced only for necessary or produc
tive purposes, that the money advanced is spent only for the purpose for 
which it was given, and that it is repaid promptly at the fi~ed time. 
Theoretica.lly, there.fore, a credit society should ell(l()ur&ge thrift and 
enable the borrower to become his own lender, whilst each member'lf 
nredit is under the control of all members and no one can get too much 
or Waste that which he receives. In actua.! practice, however, few 
societies have succeeded in attaining these objects, and the history 0' 
the co-operstive movement in the province shows how difficult it is tt. 
adapt an excellent theory to 10l'.a1 conditions. ' 

288. EMIli ,ooietiq.-The first few experimental societill!l were 
started in 1900 with a grant of Re. 1,000 each from Government and their 
number rose rapidly to over 200. But these societies were innocent of 
all co-operative principles; their sole idea was to supply agriculturists 
with the money that they needed at as low a rate as possible and so ~ 
free them from the hands of usurious moneylenders. They were thUB 
.inlply an agency for the distribution and co1lectionof cheap agri
cultural advances, and the only difficulties to which the' first Re"aistrar 
called attention were those of "account keeping, raising of capitel and 
the reoruitment of members of various CllStea in the same ema.ll society." 
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Accordingly he introduced a system of "paW societies" whose jurisdic
tion extended over a number of neighbouring villages. A patti society 

. was a central society, to which were affiliated a number of other societies, 
eaAh containing members. of only one caste and extending over several 
villages; but these caste societies existed only in name, for all accounts 
were kept at the patti society itself, and for all practical purposes the 
patti society was a primary society whose area of operations extendea 
over several villages. Those who were responsible for the advancing of 
loans could not have that intimate local knowledge of the borrower that 
is essential in a true co-operative society, and the element of mutual 
trust was conspicuous by its absence. The inevitable result folIowed, 
and there is now not a single one of these patti societies left in tbe 
province. 

284. The second. stage, 1907-18.-As a result of the experience 
derived from these failures a truer conception of the scope of a co-opera
tive credit society was evolved in 1907. The guiding principle of "one 
vilIage, one society'·, was laid down, and in order to encourage thrift the 
share system was introduced; while the difficulty of account keeping was 
surmounted by the appointment of itinerant group secretaries, each of 
whom kept the accounts of eight or ten neighbouring societies. A hope 
had been entertained that the members of a society would be able to 
decide how much money could safely be advanced to an individual; but 
it soon became clear that the universal desire was to secure as muc!: 
money as possible. Money was borrowed from the society to repay 
(lUtside d~bts, and immediately after more money was borrowed from 
. moneylenders £o~ other purposes, and the result of cheap credit was 
often increased extravagance. Accordingly, in 1910, it was decided to 
restrict advances in new societies only to short period loans and not to 
advance money for the repayment of outside debts till the members had 
shown, by their use of such loans, that they had developed habits of 
thrift and were fit to be entrusted with cheap credit. Nevertheless, 
the registration of societies went on apace as a result of the formation 
of centra.l banks and banking unions to finance the societies and tlie 
passing of the Act of 1912; and in the qninquennium 1909-1913 nearly 
2,500 societies came into existence. 

285. The third. stage, 1914-18.-800n after, however, a note of 
warning was sounded by the Registrar. In particular, societies of 
artisans or cottage industrialists were found to be very nnstable and 
many had to be liquidated; while agricultural societies were also in a 
bad way. It was realised that central banks were. by their constitution. 
ill-adapted to establish that intimate contact with the societies wbicl! 
is reqnired for fostering and training them as they were largely nnder 
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-the influence of urban directors who had not the time to visit the 
villages. The remedy suggested wae the better training of the super
visors employed by banks, and the teaching of members to keep their 
own accounts. Moreover, each society was now required to fix & 

maximum limit beyond which it woul!} not advance a loan to any 
member, no matter what his haisiyat or etatus; while even within this 
limit the amount of loan to be advanced was fixed in consideration of 
the borrower's status and normal needs. 

286. The fourth stage, 1919-.28.-Subseqnently an increase of 
government staff was sanctioned; and an attempt WIlS made to combine 
conllOlidation with expansion. But by this time the financing central 
banks had become powerful enough to dominate the primary societies 
through their paid staff; the latter devoted their attention to the finan
cial interests of the banks, to the organisation of (resh societies lIS aD 
outlet for the banks' surplus money. Accordingly, over 3,300 societies 
were registered in the five years 1919-23; but there was very little 
consolidation. The movement appeared on paper to have progressed 
rapidly, but, as the Board of Revenue pointed out 10 one of their reports, 
there was little genuine co-operation and the public were apathetic. 
A committee was, therefore, appointed by Government in 1925 to inquire 
into the real stllte of the co-operstive movement and suggest remedies. 

287. The Oakden Committllll.-As a result of its recommendationa 
the control of supervisors has now been transferred from banks to a 
provincial supervising union and an attempt hIlS been made to restore the 
primary society to its rightful place as the keystone of the co-operative 
syst,em. Member secretaries have been introduced in 1,100 societies 
in place of group secretaries, and the inspecting and supervising staff 
which h88 been considembly strengthened is now given intensive train
ing in co-operative matters. There is greater oo-ordination betweeD 
the co-operative department and other welfare departments such sa agri
cultllrB, sanitation, education, industries, etc., and schemes have beeD 
set on foot to encourage better farming and better living. h illo realized 
that the problems of the villager cannot be solved by credit alone, and 
that if Ius lot. is to be improved every sapect of village life must be 
to,,«t'tller trested. That is what a rural reconstruction, or' better fanning 
and living. SO<'iety attempts to do. Its avowed object is to promote the 
economic and llCX'ial interests of the members by reorganiSing the com
mon life of the village. and in particular to enable them to better their 
condition through co-operstion. The members themselves frame and adopt 
cert.ain general rules of condll ... t and behaviour which are binding on all; 
and eat'll members B,.."l'eeS to abide by the rules and to pay a small fine in 
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(lase he fails to do so. This power of fining, as well as the general manage-· 
ment of the work of the sOciety, are vested in the hands of an elected 
panchayat formed of the most trusted and respectable men of the village. 
But the work is so vast and diverse that a number of subcgroups have 
-to be formed, each looking after a diJierent branch of the work. These 
-Bub-groups_have their own panchayats which work for the advancement 
.()f their special interests, in harmony and co-operation with the general 
,panchayat on which each sub-group is represented. The society tries 
-to create and focus public opinion in the village and to develop the 
tpublic conscience. . There is adult education to teach the members as 
lVell as their womenfolk to think for themselves, to express themselves, 

-to do things ,for themselves, and generally to broaden their mental 
horizon. Village dramas, singing, games and scouting receive their 

..due share of attention; social reforms, especially the restriction of ex
-travagant expenditure, sanitary and agricultural improvements', are 
.carried out by all in accordance with the resolutions of the society on 
.the subject. In short, such a society is design,ed to spread the "0-

..operative spirit and ~perative ideals among the villagers, to teach 
-them to act in harmony and in unity for the common good of all, and 
,-to mould their characters so that they lIIay not only be more useful 
members of ,society, but attain to some degree of happiness themselves 

,and spread happiness round them. 

288. A good deal of intensive work has, however, to be done before 
,such eo society ban be organised. The attention of the department has 
.been concentrated of late on effecting improvements in existing aocieties 
wh;ch undertake work of this kind, and closing down those which cannot 

-be reorganised. Some progress there has doubtless been, but the re
.suits hitherto achieved are not great, and co-operation' is not yet a living 
force in the province, save perhaps in a few isolated places. Credit 

-societies have barely touched the fringe of the pr~blem of agricult~ 
jndebtedyess as may be seen from the fact that, they advanced to their 
members dlll'ing 1928-29 only 41'85 lakhs for all their requirements. A 
.statement showing the ,progress of the movement (on paper) from its 
-inception to the present time is given in Appendix I to this Chapter; 
·it may be added that out of 'about 8,500 societies registered in this 
period some 2,700 have had to be liquidated. 

289. Reasons for past failures.~The reasons for the comparative 
,-failure of the co-operative" credit movement in the province have been 
i'briefiy mentioned in Chapter ill, paragraph 141; it cannot be denied 
-_that some mistakes have been made in the past, but the existing defee" 
.and difficulties appear to be inherent in the system of work. Th. 
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-essence of a co-operative BOCiety ie that the members should learn· to 
manage their own affairs; with an illiterate peasantry the task of teach
ing them to do so ie a slow and laborious process. In particula.r. facile 
.credit may be a dangerous weapon, and it ·ie eBBentiel to train people in 
~ts use before they are entrusted with it. The extreme imPOltance of 
.education and supervision has so far not been adequately realized. whilst 
the desire to see quick and widespread results has actuaJIy retarded 
,progress. In the early days of the movement it may have been advie
able to start societi88 at haphazard wherever prospects appeared favour
able, but the time has now !;Ome to discard that method for·a system 
·or organised development. Instead of societies scattered all over the 
province, we recommend concentrated effort in one or two selected areas 
'Which should be covered with a network of societies,-a. change which 
should facilitate supervision and effectively spre¥ real co-operation 

>aIJlong the agriculturists. 

1190. The nlltD c1a8, of 8Upet'!lisorB.-It ie hoped that as a reenlt of 
.roe recent change, whereby the control of supervisors has been transferred 
from the financing banks to a provincial supervising union, greater 
.attention will be paid to the education of the members and the super
vision of the societies. A supervisor employed by a bank will devote 
himself chiefly to the work of advancing and collecting money, and 
'lgIlore ~he improvement of the society; but working under a separate 
'agency he can be made to attend adequately to both duties. It haa been 
.('ontended in some quarters that thie change will react harmfully on Ole 
banks, who will now have to depend largely on an outside agency; but, 
in fact, the provincial union consists of the representatives of the banks, 
oand ita einployeee are, therefore, still under their indirect control. It 
may be true that in some individual casea supervieore have ignored the 
bank's directors; but such cases are unavoidable in a period of transition, 
and the system cannot be condemned bet'ause of such stray instances. 
We consider that the principle of entrusting supervision to a provin
·c.ial union of the banks ie sound and caJis for no change. When the 
·system was first introduced, only 45 banks consented to transfer the 
oontrol of their supervisors to the union; bllt within two years the 
,number haa ri&en to 58, which shows tho.t the work of this union is 
.appreciated. And in any case the exact method of controlling super
visors is ~ matter of secondary import.anre; the chief need ie to 888 

that they attend to their work of educating the members in the prin-
,ciplea and practiOll of oo-operation. . 

!!91. Tlw UN for prel~ troining.-It ie Decenary ~ some 
lIreliruinary training should be given to the prospective members before 
• society ie organised; and thie should be followed up by t'ODstant further 
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education even after it is formed. Experience has, however, shown that 
the mere formation of a credit society will not lead to the development of 
the co-operative spirit. 'That spirit must be engendered first; when it 
exists, success of any credit society that is subsequently created is ensured. 
We hold, therefore, that until persons have shoWn their fitness to work co-

• operatively by managing a society for rural reconstruction or better 
living, they should not be considered fit to .. ontrol a co-operative credit 
society. We accordingly recommend that ordinarily societies for rural. 
reconstruction, better living or encouraging thrift Itbould be organised 
before credit soc~eties; or if tbat i~ not practicable the two should be 
started side by side. 

292. Difficulties in connexion with the making of loans.-As soon 
as a credit society is organised it has to decide the size of the loan which 
it will advance to each individual, the purposes for which it may be 
granted, and the instalments in which- the loan is to be repaid. Agri
cultural loans may be divided into three classes in accordance with their 
objects and the period of repayment. Short-term or' crop loans are for 
ordinary everyday expenses, including cultivation and maintenance; they 
should ordinarily be, repaid from the proceeds of the next harvest. 
Intermediate loans are those taken for the purchase of bullocks or imple
ments, for which a suitable period of repaymeut seems to be two or three 
years, though in tracts where bullocks are sold after each harvest loans 
for bullocks must be treated as short-term loans. Lastly, there are loug
term loans chiefly for-the redemption of old debts or ceremonial expenses, 
or occasionally for permanent improveme~ts. 

293. A co-operative society ought to, and. m· tneory does, distin
guish between these various classes of loans. A borrower is always 
asked· to state the object for which he wants the loan.; unproductive 
loans are discouraged and suitable instalments fixed. In practice, 
however, there is a marked tendency for borrowers to IIBsert that the 
money is wanted fo~ the purchase of bullocks so as to reduce the in
stalment. It will be necessary by adequate supervision to make sure 
that money borrowed ostensibly for the purchase of bullocks is used 
for that purpose. The experiment might also be tried of charging a 
slightly higher rate for intermediate than for short-term loans: the 
trouble lies too deep to be tbus easily cured. The fact is that the 
co-operative society in the absence of pufficient security dare not ad
vance to its members all the money that they need; and the members 
must supplement their resources by borrowing from moneylenders. In 
such circumstances they naturally regard it as a matter of no moment 
whether they use all their borrowings indifferently for all their ordinary 
requirements. Tho lenders, too, are unable to gauge the extent or 
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nature of the borrowers' reaf needs. It is necessary, therefore, to make 
intensive local inquiries to ascertain what_ the normal needs of the 
cultivators are and when they arise. Under the present system the 
hai8iyat of an individual is worked out automatically as so many times 
his rent, so many times the value of his bullocks, and so on, and the 
amount of the outside indebtedness is deducted therefrom. The natural 
result is that the outside debt is invariably concealed, for if it were 
revealed the haisiyat would often be a. minus quantity. The normal 
oredit of an individual is taken to be from 50 per cent. to 70 per oent. 
of the haisiyat. We oannot but ,condemn this practice. It is to be 
regretted tha.t though a qua.rter of a. century has ela.psed since the in
troduction of co-operntion, no serious attempt ha.s yet beeu. made· to 
a.scertain the normal requirements of a. cultivator for maintenance and 
expenses of cultivation. The illiterate cultivator keeps no accounts 
a.nd can give no reliable informa.tion on the subject; but tha.t is no 
excuse for making no attempt to obtain it. At present it is impossible 
for a. co-operative credit society to make sure that it advances money 
ouly when it is necessary or to see that the money advanced is used for 
the objects for which it was given, for money advanced ostensibly for 
one need is a.ctually used for any need as it a.rises. In other words, II 

society cannot fulfil even its primary and elementary function. We 
strongly recommend, therefore, that detailed inquiries should be made 
a.t a very ea.rly date in different localities to ascertain exa.ctly how 
much money is needed by different classes of cultivators, both for their 
ulainteuance and their a"n-ricultural operations and at what periods of 
the year, and how these nef'ds a.re met a.t present. The best way of 
doing this would be to induce selected literate persons to keep detailed 
a.coounts of their income a.nd expenditure. On the basis of these 
fi,,<TUres it would be possible to guide the eociety aright in making 
adva.nces. 

294. Having a.soertained the real normal needs of the members, 
i.e., their requirements for productive purposes, II co-operative eocie$1 
should alwa.18 try to meet them. The question of special requirements, 
chiefly for unproductive purposes and other long-term loana, is mere 
difficult. On the one ha.nd, it is u~ by some that unless the eocietiell 
kckle the whole problem of the indebtedness of the villagers from the 
Bta.rt and help them in clea.ring off their outside debts they must rou
tinue in their present dependenoe on the mooeyle.nder. On the other 
hand, it is pointed out that such attempts have been made more than 
once in the past and have invaria.bly failed. In the early da18 of the 
movement money waS given freely for the redemption of outside debts 
and eocieties were ~ to give money 101' cerem!)llial expenses, 

Ii 
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in _ the hope that they would thereby be able to exercise a check on 
them; in practice. however, it was found that the amount borroweJ 
from the society was in addition to what was taken from the money
~ender, -and the result was an increase in unproductive debt. Wei there
fore recommend that credit societies should not ordinarily give long

-term loans, or loans for unproductive purposes. If the present law is 
amended, and tenants are empowered to transfer occupancy rights to 
land mortgage societies, the latter may be established for the giving 
of lone-term loans in areas where credit societies are flourishing, i.e., 
wliere the members have shown by their conduct that they are tho
~oughly conversal\J; with co-operative principles and have learnt the 
lesson of thrift. - -

295. It has been suggested that in the meantime the situation can 
be met by making a rule that no member of a society may borrow from 
a moneylender; that the fact that a person has joined a society should 
be specially notified (as is done when -estates are taken und.er the Court 
of .Wa,rds), so that no loans may be advanced to such persons; while 
any member who, to raise a loan, conceals the fact that he belongs to a. 
tloaiety should be criminally liable. We_ do not think that any respect
able persons would agree to such restrictions. And, as a general rule, 
we consider it impracticable for any ordinary credit society to attempt 
to clear off the outside debts of its members. It might be possible to 
.draw up a scheme, in consultation with the moneylender, for the re
payment of his loan by suitable annual instalments and for the society 
to see that these payments are made regularly; but this could only be 
done where the moneylender could be persuaded to agree and the memo 
berS could be relied on to discharge their obligations punctually. In 
13hort, then, it seems to us that there is no short cut to success and pro
grE!!!s can only take place step by step through education. We recom
mend that the credit. society should confine its activitiea as far as prac
ticable to short-term and Intermediate loans for productive purposes, 
though it -may take up later the question of advancing money for un
avoidable purposes also; while long-term loans may be obtained from 
the land mortgage bank' or land mortgage societies referred to here
after. In the_ meantime, the credit society should endeavour tq,jUper
vise the dealings of its members '-'i.th moneylenders, and to see that 
members borrow from them only for certain specific requirements, and 
only after consulting the society. The latter should further see that 
interest is paid regularly from earnings, and draw up a scheme by which 
the principal can also be wiped off in a term of years. Progreaa along 

.these lines may be slow, but it will be sure; and -co-operation will have 
40ne something to better the condition of the p6C1ple. 
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296. Minor proposals in connexion with co-operatifle societieS.
Various other suggestions have, been made from time to time to improve 
the work of co-operative societies. One 01 these is the reduction of the 
ute' of interest charged by co-operative societies so as to undersell the 
moneylender. But a society which has to borrow at 12 per cent. can 
bardly lend money at less than 15 per cent. It may be urged tha~ the 
,banks, which borrow money themselves at 6 or 7 per cent., should be 
able to lend it to the societies at 9 per cent. instead of 12 per cent., but 
their expenses of manageruent are proportionately high, and it is difficult 
lor many of them to work at a profit even on a basis of 12 per cent. 
We do not therefore think that any reduction is possible, even if it were 
desirable; co-operative societies must wait to lower the rate of interest 
till they have accumulated sufficient funds of their own. 

Others have suggested that co-operative societies would be more 
popular if the members, when they sever their connexion with them, 
received a pordon of the reserve fund which they have helped to build 
up. We cannot recommend this proposal. The retirement of a few 
members might reduce tha society to impotence. It is by means of 
the accumulations in this fund that a society can hope to become self
BU pporting , and its existence' strengthens the credit of the society. 
'Moreover, it protects the members against the enforcement of their joint 
and unlimited liability; for such responsibility cannot be enforced for 
the recovery of the reserve fund BO long as the other liabilities of the 
iIOOiety can be fully, discharged. Lastly, the main object of the reserve 
fund is to unite the members lind to create in them a spirit of eo-opera
lion, in which each one works not for himself alone but for the common 
good of all. 

297. Relations of menlbera to ~h oth61' and to the ,ociety.-In 
fact, the members have not only to learn self-discipline and business 
!labits themselves, but they must realise their responsibilities towards 
their fellow members and control them effectively. The societies should, 
therefore, ordinarily consist of persona of more or less equal status in 
Iile, though in special cases there should be no objection to the admi&
~ion of non-borrowing members who do not carry on a moneylending 
business. To BOrne extent Uris is secured by the adoption of the principle 
(If joint and several responsibility. It is true that the fear of its enforce
ment does often prevent the better cl88B cultivator from joining the 
w.oeiety. and thus their wholesome intluenoe is lost. But the inclusion 
<>f _UIdat-a or moneylenders in the same Bodety with tenants invariably 
Itlaults in the- latter being dominated by the former. and true ClH)peration 
ll'OOmes impossible. Be&doe, if this prin~iple were abandoned, there 
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Vlould be very little security, and it would be more difficult to keep out 
undesirable persons. We, therefore, consider that thil! principle must b~ 
retained, and its advantages brought home to all concerned by education 
anll propaganda ,undertaken by co~operators, both official and non-official. 
We realise, however, that, in spite of all precautions, there will occa
sionally be undesirable members, bad . payers lLnd~ unwilling to submit 
to the control of their fellow members. In such cases immedillote lionel 
drastic lLction is essential. There is a tendency lLt present to postpone 
action in the hope of improvement. This tendency is objectionable. 
Experience shows that in the majority of societies default often starts 
with one or two of the most influential members, and when no action is 
taken against them it spreads and becomes general. It is, therefore, of 
the utmost importance to take prompt action to effect recoveries. As 
societies under present conditions often lack the moral courage to do 
so, we recommend that the departmep.tal staff should be empowered to
apply for arbitration, as is the case in the Punjab. But the mere ob
taining of an award is not enough; its prompt execution is the important 
thing. We regret to note· that though these awards are recoverable a& 

arrears of land revenue, the action hitherto taken to effect recoveries 
has generally been inadequate, which inevitably encourages deliberate 
default and dishonesty. The machinery for the recovery of these· 
amounts, therefore, should be strengthened. Under the Act -as it stands· 
at present the society has not got any power of distraint; it has a prior 
claim to 'other creditors in respect of certain dues, after rent and re
venue, but this can only be enforced after an award has been obtained. 
·The Maclagan Committee had recommended as far back as 1915 that 
the prior claim should be converted to a first charge, but nothl~g nas. 
yet been done, and we repeat the same recommendation,' but only for 
societies which are lLble to give their members full credit facilities in
cluding the liquidation of their outside debts. If the privilege were
extended to other societies, the moneylender would certainly charge It 

higher rate of interest for accommodation to members of societies. 'We 
suggest, . further, that in respect of advances for the purchase of cattle, 
etc:, such societies should have a first charge not only against the 
cattle purchased, but against the agriCultural produce as well. 'The
transfer of the holding to a sub-lessee should also be impossible without 
the consent of the society. In certain other cases, too, the attachment 
of property before the award is actually' obtained should be permitted'. 
in order to prevent dishonest transfers as IIOOn as arbitration is applied' 
for; the law on this point is not quite clear. 

298. These demands for facilities of collection of dues arise froID 
the fact that in the past I!',any societies have incurred heavy bad debts.. , 
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To some extent these are due to the negligence of the societies them
selves, and it may fairly be said that the adoption of coercive processes 
'only emphasises the failure of. co-operation. But the movement i~ the" 
province 'is not in a flourishing condition; and a general spirit of laxity 
'and indiscipline can only be cured by a vigorous attempli to recover dues 
from defaulters, so as to strengthen the hands of the more responsible 
and honest members of the societies and encourage them to regain their 
lost control over their fellow members. 

299. There are, however, some who hold that all these devices will 
not carry the moveme~t any further, and that the evil is too deep-rooted 
to be cured by such methods. They contend that in many cases default 
is due not to wilful neglect, but to unavoidable causes; that members 
are poor and live from hand to mouth; that though in normal years 
tl)ey can pay their dues, ,unforeseen calamities occur from timlj to time, 
which cause default, and matters cannot be put-right again till there 
hus been a series of good harvests. The remedy suggested by this school 
of thought is ,that co-operative societies should give up any attempt to 
fix instillments; that'they should allow the members to draw money 
at will up to th~ limit of their normal credit' or, in the alternative, that 
instalments should be made as smalJ as possible and spread over a long 
term of years. We do not approve this line of argument. The probable 
result would be that when money is availabl!l it will be squandered in
stead of b('ing used for the repayment of loans, 80 that the cultivator 
will be worse off than he is now. We suggest that the real remedy for 
this state of affairs is to encourage savings when harvests ,are good !'O 

that the same may be available when calamities occur, or other neces
sities anse. 

. . 800. It is to be, regretted that members of co-operative aOcletiea 
rarely attempt to practise thrift. Even the payment of shares is usually 
'regarded as paylllent of additional interest; whilst the dividend received 
on shares after ten years is either t&ken in cash and squande~, or ad
justed against loans due. To enhance the educative value of shares we 
suggest that members should be encolll1l.,<Tl!d to cOntinue share payment. 
e\'('n after ten years; it seems absurd to lay down that thrift should be 
prnctised for the ftrst ten years and not thereaflt'r. Further, the mem
bEors should be encouraged to deposit anew their dividends; whilst we 
also recommend the payment of divideuds before it'D years, and that 
the shares be made partly withdrawoble in emergencit'S, 80 that the 
members may realise more fully the benefit of aceumulating shares. 
8imilarly, the saving effecied by the paym;'nt, of a low rate of interest 
is SO small that it is hardly appreciated; the nperiment, which we 
understand is being tried; or charging tbe market rate of inlt'rest. and 
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crediting part of it to the savings of the members, so that it may be 
... ,available to him in a lump sum when necessity arises, should be 

watched with inWest. In short, more effort is required to encourage 
conscious savin~ among members of co-operati'fe societies in years oC 
plenty, for use ill times of scarcity. 

301. Postponement oj Tepayment.':"'We further recommend that 
.... hen crops are bad postponements should be given as soon as their 'need 
becomes apparent; the practice of granting postponements after the 
demands have fallen due must, however, be strongly discouraged. After 
the members of societies have been educated to 8. better sense of their 
responsibilities, the :Punjab system might be introduced according to 
which instalments are fixed not on any fixed and uniform principle, but 
in accordance with the state of the prevailing harvest. This change 
requires Ii higher, sense of duty among the members than is to be foudd 
ill most societies at present; moreover, central banks would in such cases 
have to allow societies to take loans without any formalities up to the 
limit of their normal credit, instead of fixi-ng instalments. The question 
of societies allowing a similar concession to their members would come 
thereafter; the members must be educated in the first instance to the use 
of this concession by training them not to borrow unnecessarily. We 
cannot recommend that villagers should be allowed to draw money up to 
the limit of their normal credit whenever they choose unless they are 
prepared to deposit all their income with the society; in which case pay
ments should be made by the members whenever they earn or receive any 
money, however sinall its amount. Such petty payments are often 
discouraged at present because they give trouble to the accountant; we 
strongly deprecate that practice and emphasise the necessity of encourag-
ing.payments at all times, no mMter how small the amounts. In fact. 
the village credit society should ultimately funotion as -a village bank 
for its members; the memberR should deposit with it all their income. 
whenever and 'from whatever source it may arise, and draw from it 
whatever they need from time to time for their expenses. For this pur
pose the societies must keep till money. which they can advance in 
emergencies. . .. 

302. Delay in making loam-.-One cause of the unpopularity of cq
operative credit societies undoubtedly is the inordinate delay that takes 
place in tbe advancing of loans. the result of many formalities. Hence 
societies have developed the pernicious habit of taking 89 much as they 
cim get once a year. and giving out the money to tile member. in the 
hope that it may last them the whole year; and the central banks have 
encouraged this tendency. becaURe they earn more intere.<t thereb:y Rnd 
are not saddled with idle balances at certain seasons. The money 
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is usnally spent as soon as it is received; and when other needs 
arise money is borrowed (rom moneylenders, We recommend that the 
procedure in connexion with the advances of loan~' to s6~eties by central 
banks should be simplified as far as practicable, so tha~ the panches 
may not be put to trouble and expense every time a loan has to be 
taken. To effect this a society may' be allowed to draw on the central 
bank for a loan 'up to the limit of its nonnal credit. Again, the super
visor need not be required to recommend loans, except as regards bad 
societies. The petty exactions that still sometimes take place at banks 
can and should be put down as soon 811 possible. But the geographical 
difficulty-that of disto.nce-eo.nnot be· easily overcome. The extension' 
of the system of remittances by money ordoc is of .some help, but it in
volves'much delay; it is recommended that the whole of the money order 
fees paid for such remittances may be refunded by ,government instead 
of only three.fourths 88 at present. It would also be a convenience if 
post office savings bauks accounts could be operated ·on by means of 
cheques, and such accountR could be transferred from a head post office 
·to any of its branches free of charge; Central bankR might consider the 
possibility of arranging for it.inerant accountants to [;'0 to certain fixed 
·market places once a week to receive or to advance money as the case may 
be; they may also receive savings deposits from non·members so as to 
encourage the habit of saving. The system of appointing a local sub. 
agent for the bank has been tried in mllDy cases, but with some honour
able exceptions has not proved succeaRful. The only solution seems to 
be the establishmlmt of amall central banks, with a radius of operations 
of not more than three or four miles, which may either be branches of 
the district bank or independent banks, They may draw their funds 
from the district bank or from local moneylenders. In fact, there seems 
to be no reason why the moneylenders in a particular'locality should not 
unite to form such a rural co-operative bank, which would oQly lend 
money to the neighbouring co-operative societies and not to individuals; 
were it to lend to individuals, it would be simply a reVival of the old 
patti societies and would share their fate. The moneylenders have at 
present to charge a high rate of interest as they often incur bad debts; 
but in dealing with societies they would not have such bad debts and 
could. therefore. deposit their money at comparatively low rates. In
tensive propaganda among moneylenders would be essential before·thev 
would 8~'1'ee to this novel suggestion; but we learn that such a ~ 
bank hIlS been started successfully in one province. It has been ~ 
tltat the moneylenders would not be able to a,,"1'ee who should mllollaglt 
the mrai bank on thl!ir behaIC. and that aU but the manager would be 
thrown out of busiuess. We are not irupreSSl'd by this argument. The 



( 190 ) 

mon~ylender would get his interest regularly, which he chiefly desires; 
and he could use his spare time on some subsidiary business. The real 
danger, however, is that the moneylenders would continue their private 
transactions with the individual members of societies. This can only be 
prevented by supervision and education. We consider that the suggestion 
should be given a trial as an experimental measure, though we cannof 
pretend to a feeling of optimism regarding its success. 

303. The moneylend/l1' as a co-opemtM.-Such an experiment would 
doubtless involve a radical alteration in the attitude of co-operators ta-

, wards moneylenders. We must deplore the fact that the co-operative 
credit movement sho~ld, from its very inception, have antagonised the 
viIIage moneylender instead of trying to gain his sympathies and weld 
him into the co-operative organisation. He is an essential and organio 
'part of the village community. As Mr. Darling has pointed out "kindly 
feeling prevailed between debtor and creditor tiII weH intp the sixties . . ; 
il. was only with the establishment of civil courts. aiid the decline 
of the viIIage community that the reign of the moneylender began·'. 
Disputes between debtors and creditors used to be settled by local pancha
yats and the simple and the poor did not suffer, as they so often do now 
from the procedure of the civil courts, which, as the Agricultural Com
mission have pointed out, is both cumbrous and expensive. In short, the 
village community was strong enough.to keep the moneylender in check; 
and there seems to be no reason why this state of affairs should not be 
restored through the instrumentality of co-operative societies. For this 
purpose it is essential that co-operators should carefuHy study the village 
moneylender and his methods, should adapt what is best in him and them 
to present-day requirements, and utilise his inherited knowledge and ex
perience in bettering village conditions.' 

304. Co-operatifle stMBB and Bale agencieB.-The .. iIlage bania does 
not meT4lly lend money; he often supplies the requisites of the villagers and 
helps to sell their produce; in other words, credit is linked with purchase 
amd sale. May it be that the failure of co-operative credit is due in pari 
to the fact that it has attempted to work on a different system and has 
ignored the problems of "purchase and sale? We recommend that experi
ments may be tried in the organisation of societies for the purchase of 
agricultural requisites and the sale of agricultllral prodoce, along with 
credit societies, in one or two selected areas, which orgaoisations .hoold 

'aim at the inclusion of the local bania anI] not at his exclusion. There 
are no doubt difficulties to be overcome: The ordinary agriculturist is an 
individualist, aud the idea of pooling his own crop, (which he regards 88 

good), with that of another, (which he considers inferi~), does not appeal 
to him; and the first task of the society will be to improv~ the quality of 
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the produce and standardise it into two or three easily recognisable 
grades. The society itself should purchase t~e crop; it should iI.im at se
curing- a better price than would have been obtained by each individual 
seIling separately, and should take care to follow exactly the same method 
of sale as prevails in the locality, and to enlist ~e help of the local bania. 
This would simply amount to reorganising the prevailing system on a 
basis slightly more profitable to the producer, and cutting down the 
middleman's profit to its proper limit. Incidentally, also, this would help 
the credit society .which would generally receive the sale-proceeds in 
place of the moneylender as at present. Such a society, however, must 
only deal with articles which are not perishable or easily damaged. 
;aecently arrangements were made for certain societies to supply 50,000 
maunds of sugarcane to a neighbouring mill, each society supplying ita 
fixed quota at the fixed time: the experiment was moderately successful. 
and might be extended to other products such as Bann' (hemp) or cotton. 
in the latter case, however, the cultivators must be 'taught the best 
method of preparation of produce for the market; it is of the highest im
portance that there should be uniformity in length and quality of 'taple if 
the cotton is to sell to the best advantage and the society is to gain a 
reputation for good business. After individual societies have learnt good 
and honest business methods, they can combine into a central organisa
tion and arrange for group marketing through a local expert: such 
gradual development would be better than starting with a central society. 

805.' Societiu of trad"",.-At the same time IXHlperative societies of 
small traders should be formed, which would be advanced money on the 
aeourity of the goods purchased by the members. Hitherto societies of 
t·raders have failed because they have been treated like agriculturists and 
their special needs and methods of business have not been considered; 
it will be necessary to study them with care before they are organised 
into societies. Thus they will become less dependent on the big men 
in the markets and will in their tum deal more fairly with the producer in 
the villages. ~hese small traders "Iill an important r61s in village eco
nomy, and should not be regarded as middlemen to be eliminated. bnt 88 

connecting links between the villages and the markets, who should be 
incorporated in the IXHlperative organisation. 

806. For this work. we Consider it necessary to create a marketing 
department. Its duties will include not only a study of all marketing 
problems. the orga nieation of trading societies, and assisting them in 
ihei.r deslings with dallal.t, arllatia and merchants. It would also en
deavour to organise the buyer 80 that they may be able to take collective 
aotion to govern trade practiC'eS and eliminate dishonest dealiu,.ns; and 
for that purpose it would assist in the establishment of open and regulate<! 
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markets, particularly for the sale of the principal crops. To this depart
ment would also be entrusted the administration of licensed _ ware
houses(1); whilst it would also publish regularly in rural areas the prices. 
of staple commodities ruling in the important markets of the neighbour-· 
hood. If these are established, both small traders and big producers will 
be able to manage co-operative commission shops similar to those in the
Punjab; those suffering at the hands of commission agents and dallals
will rally round such shops if efficiently organised and honestly run, which, 
will also be useful alternatives to the existing trade· organisations. or 
course warehouse accommodation must be arranged, and when produce is 
left in the charge of the societies, there should be immediate payment ot 
two-thirds or three-fourths of the probable. price. Factories for converting· 
il.griculttfal produce into marketable a.rticles, such as sugarcane mills or 
cotton g\ns and presses, belong to an advanced stage of co-operativt< 
ffeveloPlIlent anll ca.nnot be thought of at present, not because of lack 
of finance, but on account of difficulties of management. Before under
taking .. uch work, co-operators must try to solve the problems of cottage 
industrialists, which· are somewhat similar but simpler. These will be
f.lOnsidered in a later chapter along with the question of the formation of 
an industrial ba.nk. 

307. The finance of co-operative 80cieties.-At present the member. 
. of societies do not get enough money to satisfy all their needs; hut that 
is not so much because there is lack of money but because tbere is lack 
of security, and. there have been ·so many bad debts in the -past that 
banks and societies dare not advance more. money. This objection 
would, however, not apply to loan~ advanced on the security of Crop9. 

At first the existing central banks would probably be-willing to finanCe!" . 
such undertakings, at all events to a limited extent; most of them can 
raise as much money as they want. When, however; the work of coo. 
operative societies improves, when it becomes reasonably safe to advance
to agriculturists amounts sufficient ~ satisfy tlieir real needs, and the
purchase and sale work develops, the banks will no longer be able to· 
find the necessary money themselves. They will then have to draw on 
the resources of joint-stock banks. We think it will be possible for 
co"operative banks and societies, after they have acquired a reputation 
for working along sound business lines, to make arrangements with, 
commercial banks, by which they will be aHowed to hold grain 8~ 
security as trustees- on behalf of the commercial banks and get suffi
cient accommodation against the s8m .... 

308. Provincial co-operatifJ6 bank.-In order to enable co-operative 
banks to .get into closer touch with the money market and to link them-

(') Bee p •••• 970. 
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selvea up with the reserve bank on the one hand and commercial banks 
on the other, the establishment of a provincial ~perative . bank 
eeems to be essential. It has been -objected that the functions of IUch 

II bank can only begin when the' co-operative movement is .fully de-. 
veloped; that in this province it is still of feeble growth; and that the 
mere starting of a bank would not stimulate growth. It is undoubtedly 
true tha.t the movement in the province is backward, and does not at 
present need muoh capital. But the· supply of money is not the· only 
function of II provincial blink. It must, fi"8t!y, co-ordinate and control 
the finances of co-operative banks, and provide a wider field for' the 
investment of their money. Seoond!v, since most co-opera.tive banks are 
ignorant of blinking principles and methods, possess incompetent sta.lf. 
and are blldly in need of sound .advice on these Bnd other financial 
matters, one of its most important duties at the present stage will be 
to guide, direct and control the financial tranSIICtions ~f other c0-

operative banks. • 

809. The need lOt' improved a~ilit.-The recent fa.i1ure of a. c0-

operative bank lit Sandila shows that increased control is needed over 
many banks, lind that audit must be made more effective. The present 
law governing the auelit of societies is not clear; the responsibility lor 
aUjlit rests on the Registrar who haa to appoint the auditors, 
but there are no instructions laying down what the auditor 
is to do if he finds the balance-aheet of· a bank or societt 
to be inoorrect. We suggest, fir8t1v, that the auditor shOUld be 
definitely empowered to correct errors in the balance-sheet, and that nri 
society should publish its balance-sheet until the auditor has oertifIeel 
it to be correct. In case the society clisagre"es with the auditor, the· 
matter should be referred for decision to the financial adviser (men
tioned below), whose decision will be final. Seoorldly, the Act shaul. 
also make it possible to euforae other audit suggestions and, if these' 
are oonstantly ignored, i. should provide for the appointment of a com
mittee of inquiry, and the temporary supersession of the management 
which would be entrpsted to persons nominated by the government. 
Thirdl", it should be made olear. either by inserting a penal provisiou 
in the Aot or otherwise, that the managing committeee of banks anel 
societies must act with the prudence and diligence of ~ men of 
business, and are personally responsible for any loeaes arising througll 
neglect of the Aot. the rules, the byelaws or other specific inStructiolls 
issued by the Registrar. who would be guided in such matters by the 
advice tendered to him by uper\a_ Jl'OIITtAly, loB recommended by the 
Oakden Committee. eectiona 6O-A and 60 of the Bombay Act, which 
deal wi~ wilful neglect and the wilful famishing of false information 
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by a, :s9ci~ty, offiger or members should also. be adopted. Lastly, willi 
~he object of avoiding the I'mployment of incompetent or undesirable 
persons on the office staff of banks, we recammelill that such staff 
employed by banks should be licensed by the provincial bank; that no 
one who does not possess such a licence should be employed; and that 
after such inquiry as may be. deemed necessary .such licence be liable to 
eancellation at any time. 

310. The financial expeTt.-If the provincial bank is to disch&rge 
its duties effectively, it must have the services of a. ba.oking expert as 
its general manager. The same individual should also serve. as finan. 
cial adviser to the co-operative depa.rtment. His functions would be to 
tra.in a.nd supervise the work of the existing auditors, to c&rry out some 
,uper-audit himself, to examine audi~ notes and pa.B8 orders thereon, to 
study a.nd report on the financial condition of the banks, and to give 
advice both to banks and to the depart~ent on technical financial 
matters. He wonld also be primarily ,esponsible for bringing the pro
vincial bank into touch with the commercial banks and the money 

. m&rket when required, for controlling lending among banks. for examin
ing their banking and financial transactions and controlling their staff 
on behalf of the provincial bank. The audit of the provincial bank 
itself should be entrusted to certain special government bank exam
iners whose appointment is recommended elsewhere. We further fa
commend that the reserve bank should guarantee a suitable subsidy to 
the provincial co-operative bank at a low rate of interest, with the object 
(If helping in the task of credit distribution among agriculturists. The 
proposal has its parallels elsewhere; in France the Bank of France .has 
advanced a permanent Jdan of roughly two millioll,. pounds, without 
interest, to the Credit Agricole which is" the apex co-operative authority 
in that country; w4ilst it also pays to the Credit Agricole a sum of 
About £ 120,000 annually as a gift from its own profits. Appendix II 
to this chapter conta.ins our views regarding the constitution of a pro
vincial co-operative bank. 

311. Absence 0/ competition between co-ope1"atifl6 and other ban1c.t
and banke1"8.-If a provincial bank is st&rted along these lines, we do' nof 
anticipate that it will compete with the joint-stock banks; indeed. it 
will probably help to bring the latter into closer tonch with co-opemtive 
banks. We have it on the authority of the Secretary and Treasurer of 
the Imperial Bank of India that no competition at present exists between 
Oo-operative and joint-stock banks. (") Two-fifths of the total working 
capital of co-operative societies. is their own money in the shape of 
sb&retl and reserve and other funds. For the rest they depend almost 

('I Evidence, Vol. IV. 
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entirely on fixed deposits, which are obtained chiefly from villagers Ol 

others who do not ordinarily make deposits in joint-stock banks and 
would otberwise have been hoarded or used for the purchase of land. In 
fact, an increase of deposits would be welcome alike to joint-stock and. 
co-operative banks; Ilnd even if the latter were to open savings accounts 
there would be no appreciable competition. As for the lending 01 
money, co-operative banks only advance to societies situated chiefly in 
~ages where no joint-stock bank could operate. The two, indeed, 
supplement each other, for the demand for agricultural credit is usually 
strongest when the commercial money market has qurplus funds avail
able. To what extent this state of affairs would continue if co-operative 
societies develop and undertake the marketing of produce it is impos
sible to say. Such advances at present are, however, relatively amall;, 
and even if the work expands' it would be chiefly in villages, to which 
joint-stock banks seldom penetrate. . • 

8,l:a. Nor does there appear to be any serious C9mpetition between 
Qo-operative banks and indigenous bankers at present. As the Registrar 
l,uints out: !';Many' of them. are directors of co-operative banks, wlilla 
some of the bigger bankers have also placed money in fixed deposit with 
co-operative bauks; a few act as treasurers and keep the cash balancee 
of the bank in current account with themselves, occasionally allowing a 
!lominal interest on the same. On one or tWll occasions they lIava 
kept the surplus money of banks in deposit at a favourable rate of inter
est, till a better field for investment could be found. In short, in many 
casea co-opemtive banks depend for their very existence on the help 
and support received from indigenous bankers and are even sometimes 
run by them.. ",(') In the latter case, however, there is the danger that 
they will pay more attention to the purely moneylending pan of the 
work, . ignoring the dissemination of co-operative principles or the en
couragement of thrift . 

• 
818. EncOlU'Ugemmt of thrift b" iftllutmBnt.-We are of opinion 

that thrift \laD. best be encouraged by the formation of special societies. 
for the purpose, particularly in towns ; but such societies are at presen$ 
handicapped by their ignorance of remunerative investments. We 
recommend that co-opemtive banks should give specisl terms and facilities 
to auch meties. They shoulcl also encourage saving direcUy, by offering 
attractive $erma for fixed deposita and additions to them, however small_ 
We do not, however, recommend the opening of current accounts in c0-

operative banks, since it would then be necessary for them to keep large 

(0) 1hid0D00. Vol. m. »0 UT. 
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liquid cover. InJact; surplus money is one of the great problems of co
<>perative banks at present; and the demand for "expansion, more 
expansion, and still more expansion" is partly due to a desire to ,find 
an outlet for this money. It is, however, genetally realised now that 
eocieties cannot be organised "to suit the convenience of banks; and we 
recommend that banks with surplus funds should, on the one hand, 
decrease the rates of interest they offer to depositors and, on the other, 
reinvest their surplus in government securities or in other co-operative 
banks, even at a rate lower than that at which it ia borrowed; for 
Rs. 10,000 raised at 6 per cent. and reinvested at 5l per cent. means a loss 
of only Rs. 50 in the. year, but if left idle causes a loss of Rs. 50 per 
month. 

314. The treatment 0/ cash balances and Tesemes.-When co
operative bank~ keep large cash balances in hand, there ia 
always danger of these amounts bemg misused by treasurers or 
even embezzled. Cash balances should, therefore, be kept with joint
-stock banks or other reliable indigenous bankers where they emt; but 
ihere should be no objection to the governnient treasurer acting as the 
treasu'rer of a co-operative Dank, and any orders which prevent this 
should be modified. But whatever the' arrangE}ments, banks should 
maintain small cash balances and should invest their surplus moneJ.' 
Investment in government securities has the ad4itional advantuz' 
that money -can' be raised, whenever required, by pledging them with 
joint-stock banks. The practice of pledging the reserve fund is dan
gerous and should not be permitted, save in exceptional circumstances, 
to meet a special emergency and for a limited period. We approve of 
the policy of keeping the reserve fund of bankS' outside the movement; 
but if such funds are pledged and the money borrowed is used as ordin
ary working capital, the whole- object of investing outside ia deteated 
-and the money of depositors it! in danger. We also hold strongly that 
banks should make adequate provision for bad and doubtful debts; the 
longer a loan has been overdue, the leas the chances of its recovery, 
and a bank must take

c 

that fact into considel1ltion when preparing its 
balance-sheet. We recommend the system of crediting recoveries to 
principal first and to interest afterwa.rds in liquidated societies" and 
consider that the same system should prevail even in working soCieties 
when the overdue interest ia heavy and no payments have been credited 
towards principal for two or three years. We further recommend that 
interest earned but not due should be excluded from the profits for 
purposes of distribution of dividend, just as all overdue interest ia ex
(lluded at present. Co-operstive banks, though they are not govern
ment institutions, are generally regarded as being nnder the special 
patronage and supervision of' government; anc) accordingly they ought 
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-to prepare their accounts in such a way as to reveal their real condition 
-to the public. Moreover, they already receive vario\1s r(lncessions from 
:government and the tendency is to ask lor moroe. 

815. Proposed conces8ionB.~The chief additional concession pro
posed is the exemption of co-operative- banks from income-tax. The 
income-tax authprities argue that the total tax paid by co-operative 
-societies in the province is less than Rs. 1,000, and that so 
.. mall a concession could be of no material importance to the 
-movement. On the other hani!, it is argued _ that since tbe 
sum is so small, Government can afford to forgo it, if thereby it can 
.show i~s sympathy with the movement and remove an unnecessary 
feeling of irritation. Co-operative banks, unlike other banks and com
llanies, are compelled by law to invest their reserve fund in government 
securities; as this is a legal obligation imposed by Gover~ent, .it is 
'but reasonable that Government should give a corresponding concessio!l 
by exempting $uch investments from income-tax. The question of 
the interest derived from money limt to, or deposited with, one bank· 
'by another is not free from difficulty. Such loans and ~eposits are 
really part of the lending bank's profits and should be exempt; such 
loans are, however, held to be "outside investments" and therefore 
liable to income-tax. This must definitely discourage lending between 
banks; 'lVhilst it is difficult to understa.nd why a loan given to a society 
should be held to be exempt, and one made to a sister institution should 
be liable. We recommen!I that the principle of exemption should be 
simplified, and that ,aU the Ulcome of a co-operative society should be 
-exempt from income-tax. All payments made by a society to individuald 
ily way of dividend, interest, bonus, etc., will, of course, remain liable . 

.816. Other concessions suggested are;-
(1) that the debentures of provincial banks should be included 

in the list of trustee securities; 
(Il) that the Court of Wards and District and Municipal boards 

should be permitted to deposit their money in co-opera-
tive banks; . 

(8) tha.t co-operative societies should be exempted from court
fees as they are from stamp duties; the occasions on which 
they have to pay court-fees are not frequent, but they are 
often a heavy item in the accounts of those societies which 
can least alford them; 

(4) t,hat the preeent restrictions against the advancing of taqaoi 
to QOo()perative societies should be removed and that taqaoi 
should be given to or through them whenever practicable. 
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317. We strongly recommend the last proposal: co-operative 
societies are the best agency for taqa1!i distribution. We have no objec
tion to the other three proposals. But we do not attach great importance 
to any of these conceBBions; they would not appreciably help the growth 
of the co-operative movement. What is wanted mos~ in the! first 
instance is a careful study of loeal conditions and problems; this should 
be followed by organised and systematic development in selected areas 
enlisting local support and adopting or adapting toeal methods as far 
as possible. We recommend that development should be gradual, 
starting with thrift, rural reconstruction and better living, then ex
tending to credit for productive purposes and, last of all, to land mort
gage societies for long-term unproductive loans; while the problems of 
the supply of requisites and the sale of produce should also be taken up 
at the same time. We suggest that 15 or 20 villages with a population 
of about five to ten thousand clustered round a small market town or 
village should form an administrative unit. In such an area, every 
village should have at least two co-operative societies, one for credit and 
allied activitieB and one for better living; and there should. be a sma.!l 
rural bank· in the market town. Other rural activities in such directions 
as sanitation, agricultural improvement, education, etc., should also be 
carried on under the guidance of a special supervisor, and th~ superior 
control of inspecting experts belonging to the various develoPlllent de
partments. The economic condition of the villager cannot be improved 
unless his problems are tackled from all sides at the same time; real pro
gress will not take place if attention is devoted to banking alone, or to 
agriculture alone, or to any single aspect of the life of the villager .. 
Official help and guidance are epsential and will be 80 for a long time • to come. We hold continuity of policy to be absolutely vital, especially 
as regards the development of co-operation. For this purpose we recom
mend that there should be a continuous stream of officers under train
ing so that there may be no break of policy when an officer leaves the 
department. Ultimately, the aim must be to train co-operators to 
manage their own affairs themselves. The object of official effort 
Fhould be to make itself unnecessll:ry; its success must be judged by 
the speed with which it achieves that object. But the time for its 
disappearance will not come till the co-operative society stands firm 
on foundations that have been well and truly laid. 
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APPENDIX I 

!I'abl •• howing the progr"s of th. oo.oplf'nti",' movl1".nt in the 
United Provinees.Bine. d. ine'ption. 

Totol Tol.1 Dumb"" 1'ota1 member-
Ye.r. 01 obip of pri- workinS oa.pi-

laaie'ie .. mar1lOOietiea. 

190,"0.5 .. .. 159 li,91G 

1906-08 .. .. 1118 10,ll84 

1906-07 .. .. 170 17,404 

1907-08 .. .. 187 88,985 

1906-0II .. .. 888 46,067 

190&-10 .. .. 788 &9,968 

191().U .. .. l,lI58 88,085 

1911-1l1 .. .. 1,9'6 76,81l1 

18111-18 .. .. !l,,680 9&,Otll 

1918-14 .. .. 11,800 108,00 • 

191t-15 .. .. lI,96l1 107,781 

1915·18 .. .. 8,190 U8,1I51 

1818·17 .. .. .8,11" l00,lI88 

191f-18 .. .. 8,087 97,688 

1818-111 .. .. 8,iIIS 98,5117 

181s..90 •• .. 8,791 87,086 

11110.11 .. .. U9S U0,8Il0 

lell1·n .. .. 1i,187 1i8,llS -
191111-1S .. .. 1i,608 188,&lIS 

I1n8-S' .. .. 5,'lIIIi lU.iSI 

l_lI6 .. .. 11,000 136.l'9 • 
19lI5-1I6 .. .. ,!las 1611,718 

1_1I7 .. .. 11.1'1 168,968 

181, .. •• .. 8,0iS -15!I,'1I7 

J8lI6.19 . •• . . II,fIOf -161,78$ -
- "1_ ""aabor 01 1I0U __ .. --. ...... _ .... 

1 .. 

tal of 
lDoieties . • 

Ra. 

62,09' 

1,8i,l88 

lO,O&,1I88 

!ll,70,1411 

8Il,DG,lS57 

87,&"459 

'9,60, lIIl9 

65,79,656 

86,67_62Sl 

1,14,18,&81 

1,17,&9,1" 

l,lIo,8&,651 

l,iO,loO,885 

l,18,00,BlI5 
• 

1,10.'0.890 

1,14,14,780 

1,1I9,67.5S1 

1,",lI8,875 

1,6l,68,938 

1.6T,tll,989 

l,so.67,989 

1,88,&9,1'/0 

l,Si.YII._ 

t,Ol,86,MT 

,17,611,786 

Total ownei. 
oapitol 01 
BOOie'ilB 

BI. 

.. 
'7.018 

1,67,6111 
, 

1,79,481 

&,70,186 

6,68,8651 

7,68,189 

10,i5,t611 

18,58,9811 

17,811,086 

1I8,1li,801 

lI8,t7,691 

88,76,'8Il 

86.81,106 

&0. '/O,lS71 

&!I,,88,71a. 

46,0f,lSt0 

51,6l11001 

_67$,'188 

SUt,lllS 

7i,0Ii,81II 

77,0&,&«1 

8i,89,1111 

IIII.Ot,8&O 

89,'11..," 
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APPENDIX II. 

Proposed Scheme for a Prof)incial Co-operatif)e Bank for the 
United Prof)inl!es. 

1. Obj;cts.-The objects of the provincial bank are:-
(a) to guide, direct and control the financial transactions of ita 

,members and advance them loans on the security of, co
operative paper; 

(b) to attract dtlpo~ts on more favourable terms than its members 
can obtain individually; 

(e) to balance surpluses and deficits among its members; 
(d) to borrow from commercial banks when necessary, and with 

the sanction of the Registrar, on the security of co-Dptl1'6-
tive paper or otherwise; 

(e) to encourage thrift, savings and self-help among its members. 
2. Constitution.-The membership shall be confined to (a) central 

societies in the province, hereinafter called member-societies, (b) such 
indiviiluals as J;!urchase shares in the bank, hereinafter called preference 
shareholders. 

S. Capital.-The nominal capital shall btl twenty lp,khs of rupees. 

4. ShareB.-(a) Ordinary shares shall be held by member-societies 
in th" province and preference shares by individuals; they shall not be., 

. withdrawable; 
(b) The value of a share shall be Rs. 100; 
(e) Each member-society shall be required to purchase one ordinary 

share of the bank for every Rs. 800 or fraction thereof held in its share 
capital and reserve fund (owned capital); 

(d) For every share purchased Be. 25 shall be paid on application 
and Rs. 25 more on call within three months; 

(e) The balance of Rs. 50 shall remain as a reserve liability which 
may be called up in emergencies with the sanction of the Registrar; 

(f) Interest will be payable at 9 per cent.· per annum on arrears of 
called-up shares overdue; • 

(g) Shares remaining unpaid for over three months after the due 
date may be forfeited by the Provincial Bank and sold at the risk of 
the shareholder; 

(h) Forfeited shares may be sold or re-allotted either to the original 
holder or to other holders; 
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(i) The Board shall have power to cancel the forfeiture if arrears are 
off before the shares are sold, re-allotted or-otherwise disposed 

5. Qeneral mssting8.-(a) The supreme authority shall 'be' vested 
general meeting of delegates from member-societies and preference 
lholders: 
(b) Each member-society will, by a resolution of its executive com
le ,nominate one of its directors as a delegate to the general meeting 
Ie Provinoial Bank: 
(0) The Registrar shall be the ea; officio Chairman: 
(d) Every delegate present shall have one vote, but delegates Ie

lUting member-societies who are in arrears of share-calls will not be 
,led to vote: 
(II) The Cha.irman shall have a CllBting vote: 
(j) To oonstitute a quorum, there shall be delegates from at least 
third of the member-societies and holding one-fifth of the share 
tal: 
(g) The genera.! meeting will be held at least once a year (probably 

b.e Bame time aa the co-operative conference): 
(h) Extraordinary or special general meetings may be called when 
~ssary. 

6. Board of Dirllctor •. -(a) The Board of Directora will carry on 
business of the Bank; ,; 
I (b) It shall oonsiBli of-

(1) The Registrar, aa Chairman; 
(2) Six representatives of the member-societies holding 20 shares 

in the Provincial Bank and three preference shareholders. 
They shall be elected by the general meeting and hold 
office for one year; 

(3) Three persons unconnected with the co-operative depart
ment nominated by the Government for their special know
ledge of banking from the business and banking com
munity; 

(4) One representative of the United ProvineolS Co-operative 
U nian nominated by the executive eommittee of the 
Union and holding office for one year; 

(Q) The Board will meet twioe a year or more often if the buain_ 
!quires: 
(d) A. fortnight's not!1:e ..ball be necessary for the meeting of the 
d: 
(II) Five members will fonn II quorum: 
Cj) All matters will be decided by II majority of ~ 



-, 
( 202 I 

.(g) The Chairman shall have a casting vote also. 

7. Qualification,p jor Direotof.hip_-Every member of the Board of 
Directors of the bank shall vacate his offioo-

(al If he becomes insolvent; 
(b) If by reason of mental or bodily infirmity he becomes incapab).e 

tJ acting; 
(0) If (except with the consent of the Board of Directors) he be 

absent from the Board's meetings for more than two consecutive meet
ings; 

(d) If the central society of which he is a director is liquidated or 
ceases to t>old the required number of shares to qualify him for the. office, 
or if he himself ceases to be a director of the same; 

(e) On his resigning office by noticeln writing to the Board of 
Directors. . 

B. Managing Committee.-(a) The Managing CoIDIDittee will carry 
management of the affairs of the bank; 

(b) It shall consist of four persons elected by the Board of Directors 
frOJil amongst the directors of whom one must be a delegate of a member
society, one shall be a preference shareholder, and one an officer of govern
ment. in addition to the Chairman of the Board of Directors who shall 
be Chairman of the Managing Committee sa; officio; 

(0) It shall meet every month; 
(d) It may delegate some of its administrative powers to the Chair

man and some to the Manager. but whatever is done by them shall 
require the confirmation of the committee; 

(e) In their conduct of the affairs of the bank, the executive com
mittee shall exercise the prudence and, diligence of ordinary men of 
business and shall be responsible' for any loss sustained through actEJ 
<'01ltrary to the law, the notified ruJes or these byelaws. . 

9. Borrowings and lendings.-(a) The Proviucial Bank may raise 
deposits from individuals at suitable rates; 

(b) It may accept the surplus money of members at a suitable 
(Jow) rate of interest; 

(e) It will ordinarily lend money to members only; provided that it 
may invest surplus funds in such manner as it may consider suitable: 

(d) Its lending rate will be as low as practicable. 
10. Gitidance and control.-(a) The Provincial Bank may fix the 

rate of interest to be paid by member-societies on deposits raised by 
them and also regulate their volume and nature; 

(b) It will normally allow " member-society to raise deposits only 
in its own area of operations. But a member-society IXlay a.ocept 
deposits from other areas with the sanction of the Provincial Bank; 
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.(D) Lending betw!,en banks will be forbidden; 
(d) It will require the submission of reports and returns and will 

be entitled to' inspect the books llf the members; 
(e) It will license the staff employed by member-societies and can

eel such licences. It will prevent the employment of unlicensed persons 
by the member-societies; 

(j) It will have power to impose a penalty in case of wilful default 
. by member-societies to carry out its instructioil.s. . 

11. ProfU8.-«(I) Dividends on sha.res will be limif.eaw 1 per oent., 
with the proviso that in the case of preference shareholders 5 per cent. 
cumulative dividends may be given; 

(b) The rate of dividend recommended by the Board of Directors 
may be reduced by a general meeting, but not enhanced by it. 
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CHAPTER VII. 

THE PRESENT LEGAL SITUATION IN RESPEOT OF DeBT. 

'318. The Bundelkhand La.nd Alienation Act-.-As far back a.s: 
18S2 II- measure '!Vas passed entitled the Jhansi Encumbered Estates Am-, 
the general object of which was to restore to solvency the I1roprietarj 
body in certain parts of Bundelkhand. This Act did not place BOY 

restrictions on the right of the proprietors to transfer their land. In
quiries 'were made in 1901, which showed that the indebtednesl\ of the 
proprietary body affected was only 41 lakhs less than it had been in 
1877, .when remedial measures were first discussed, This and ('ther 
considerations ultimately led to the passing of the Bundelkhand L:mi 

, Alienation Act of 1903, which was based on the Punjab Alienation of 
Land Act of 1900. The case for legislation as it stood at the time may 
be stated briefly thus. 

In Bundelkhand the great majority of all proprietors were agricul
turists in the true sense of the term, being directly employed in t!!e 
cultivation of land. At the same time cultivators were relatively 
scarce. The agricultural classes were sharply distinguished from 
the non-agricultural, whilst the moneylenders taken as a whole
formed a separate class by themselves. The proprietary body was 
deeply indebted, and transfers between agriculturists and non-agri
culturists, notably moneylenders, had been frequent. Snch tran~fet'l; 
Jed to several undesirable results. Fif'8tly, the substitution of a Vaish 
for a Rajput meant the loss cif a cultivator in a tract where cultivator. 
were scarce, and might, and often did, lead to eerious losses bf culti. 
vated area. Secondly, such transfers from the agricultural to the non
agricultural classes were diaastrous for the tenants, who were thp.1t 
placed in the power of landlords who regarded land merely as a com
mercial investment, and oppressed and rack-rented them. Thif'clly, 
such transfers were a source of danger, since they resulted in the dis
possession of a large number of ancestral proprietors, who became
turbulent and discontented, and were apt to blame the State for their 
misfortunes. 

319. The general effects of 'this Act may be summarised thus:
(1) There has been a reduction in the supply of credit and lilt 

increase in its price. --• 8 ... lao poge 8Il5, 
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(2) This reduction of credit has led directly to a fall in land 

values. 
(8) There has probably bees a considerable reduction ill the 

total volume of debt; at all events it is lower in this tract 
than in any other part of the province. . 

(4) The non-agricultural moneylender has been replaced to a consi- . 
derable extent by ilie agricultural moneylender. Of the 
total debt in Bundelkhand 42 per cent. is due to the la.tte!!
and 44 per cent. to the former. 

(5) Transfers have been for the most part, (though not entirely, 
since there are means of evading the law) from one agri. 
culturist to another. . 

(6) Even in Bundelkh8nd, where most landlords are small culti
vating proprietors, some are richer than others. It seems 
inevitable that sa a result- of this Act the richer landlord 
has increased ~is possessions at the expense of the poorer. 

(7) It may be doubted whether the Act benefits the tenanf. 
No landlord oppresses his tenants so ruthlessly a." tlie 
small owner, "himself struggling for a bare subsistence." 

In theory, of course, this Act runs counter to all accepted prin
ciples regarding rights of ownership, and has, so far we are aware, no 
parallel in any other country in the world, save in certain other parts 
of India. In practice, on balancing the results described above, we: 
are inclined to doubt whether the advantages deriVed from the A!'i 
outweigh its diaadvantages, even in Bundelkband. We are not pr&
pared to go so far as to reoommend its repeal though BOme of us are ' 
inclined to suggest that the possibility of repealing it be examined. On . 
the other hand, we are certainly not prepared to recommend its extension 
to sny other part of the province. In another chapter ,(I) we have given 
the moat ret'f'nt ststistics available relating to transfers of land between 
agrioultur&l and non-agricultural classes, and stated our opinion that the 
figures as they stand would not justify such legislation. We here state 
briefly the case against ita extension from other points of view; and 
proceed by means of a oompariaon of the facts. as they stood in 1908 
in Bundelkhand, with the facts as they stand now in the rest of the 
province. 

(l) In the Bundeikhand of 1908 a transfer from an agriculturisf 
to a non..grjculturist meant the 10M of a culth'ator in a tract where 
cultivators were 1ICl8.mI, and generally led to reduction of cultivation. In 
the rest of the province at the present day the demand for land is BO keen 
that the aame difficulty oould not possibly oocur. 

- - ---------------
(I) 0IIapt0r IV. ..... 10.. 
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(2) It was held in 1903 that a transfer of land from an agricnlturist 
to a non-agriculturist led to the oppression of the tenants, because the 
new landlord regarded his land merely as a commercial investment. 
Whether in 1903 or in 1930, whether in the circumstances of Bundel
!mand or of any other part of the province, we regard this statement 
as plainly absurd; and could, if necessary, quote many experienced 
officers in support of our view. We have already offered, some general 
observations on this point.(,,) It mayor may not involve loss of tra
ditional sympathy between landlord and tenant, but it does imply 
reasonably good management. Just because the non-agriculturist land
lord is a man who regards land as a commercial investment, he will 
not harass his tenants, The tenants may be the moneylenders' .'milch 
kine'; but no dairy was ever rua at a profit with starved cows. We 
repeat that the exchange of a non-agricultUral for an agricultural land
lord generally, perhaps more often than not, means a substitution of a 
good for a bad landlord, 

(3) In 1903 transfers from agriculturists to non-agriculturists were 
regarded as causing discontent amongst the expropriated landlords, 
leading to dissatisfaction with government. It is doubtless true that a. 
man who has sold his land often blames not only himself and his rapacious 
creditor, but aleo the govel"l)Illent under whose administration this 
evil has come upon him; for in the East the State is still regarded by 
the masses as all-powerful, and as the direct cause of all results, 
whether good or bad. Especially will he blame the government if his 
property has been sold up by the order of one of government's courts. 
But the fact that alienations of land are restricted to cases where both 
'parties are agriculturists will not lessen that discontent. A dispossessed 
Rajput may feel bitter at seeing his land in the possession of a V rush 
moneylender, whilst he himself works as a. labourer on somebody 
else's land; but we doubt whether his feelings would be much less 
bitter if the transferee were a Kurmi or a Chamar. The cause of the 
bitterness is the fact that he has had to give way to a man whom he has 
always regarded as his inferior; he will not be reconciled to his lot 
merely because his supplanter happens to know how to drive a plough. 

(4) Whereas in Bundelkhand most landlords were peasant proprie
tors who themselves cultivated land, in the rest of the province there 
are many wealthy landlords who are not, strictly speaking, agricul
turists at all, since they do not cultivate but merely collect rents. Are 
such landlords to be classed as agriculturists or, non-agriculturists? 
Such men, and they form a powerful body, would certainly resent being 

(") Chapter IV. __ 18'1. 
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clo.ssed as non-agricultural; yet if they are allowed to purchase land 
freely, the inevitable result will be the gradual disappearance of small 
propertors and o.n increo.se in the .number o.nd size of 1o.rge esto.tes. We 
ho.ve seen reo.son to believe tho.t the richer lo.nd-owner has to some 
extent swallowed the smaller even in Bundelkhand; in the rest of the 
province, were 0. Land Alieno.tion Act applied to it, the ao.me result 
would occur, but many .times Qlagnified. 

820. In short, We hold strongly tho.t there is no case for intro
ducing 0. Lo.nd Alieno.tion Act in any other part of the province. It 
is not wo.rranted by the figures of tro.nsfer between agriculturists and 
non-agriculturists, o.nd in the circumstances of ·the province it would 
ho.ve most undesirable and even do.ngerous results. 

81l1. The T~ansfe~ of P~ope~tll Act.-Under the Transfer of Pro
perty Act, 0. mortgage of land must be the subject of 0. registered deed. 
An equito.ble mortgage is one made by depositing the ~tle of the mort
gaged property with the mortgo.gee, and such 0. mortgo.ge is legal only 
m oerto.in port and presidency towns. In this province it is not possible 
to ro.ise 0. loan on the security of title-deeds. However short the· term 
of the advance to be secured, the mortgo.ge which aecures it rn.ust be 
registered, which meo.ns both delo.y o.nd o.dditiono.l charges, charges 
which might o.mount, if the period of the loo.n is short enough, to more 
than the interest oharges; in other words, the price of credit would be 
inoreo.sed by over 100 per cent. We do not suggest that the registered 
mortgage should be o.bolished; but we recommend that equito.ble mort
go.ge by deposit of title-deeds should be made legaJ in this province, as 
it is in presidency and port towns and also in the Punjab, to which prov
ince the Transfer of Proped;y Act does not apply. 

Again. there are many mortgo.gees in the province, but they co.nno$ 
use their mortgo.ge-deeds o.s security on which to borrow money. We 
recommend that the law shonld be amended 80 that the mortgo.gee can 
transfer his interest in the mortgo.ge to his creditor by a mere deposit of 
the title-deed. 

Our third reoommendation relates to usufructuary mortg&g!'8, and 
is one aJready made by the Royal Commission on Agriculture, whose 
words we quote :-"No usufructuary mon.,aage of a.,nricultural land 
should be permitted by law unless provision be made for o.n automatic 
redemption within a fixed period of years, of which twenty should be 
t~ . maximum."(') Every usufructuary mortgage should, in our 
oplmon, bear on its face the date of its final redem~tioD. 

1"1 ...... ., Iloo ~ Ilamm;";'" .. Apioal_ ia lDdia, 19l1@. _ 0 •• 



322. The Insolvency Act.-Many witnesses have complained t1J:lt 
the present insolve,:!cy law puts a premium on fraudulent bankruptcy. 
The dishonest debtor finds little difficulty in inducing a court to declare 
him insolvent: or, once declared insolvent, in inducing the receiver 
appointed to administer his property to record incorrectly, or actually 
to withhold, realisations and recoveries. In either case the creditor is 
defrauded of his rightful dues. Such complaints though not universal 
contain a good deal of truth; . 

But the defect, in ·our opinion, is not in the law itself but in its 
administration. We believe that the existing provisions, if carefully 
enforced, are sufficient to deter a debtor from resorting to insolvency as 
a means of deceiving his creditors or securing a preference to some 
creditors as against others. The judges, we are informed, are over
burdened, and are apt to regard other branches of their work-civil and 
criminal-as more important. The remedy is possibly the appointment 
of special insolvency judges, where insolvency petitions are numerous; 
or in the alternative that judges should be provided with some sort of ex
pert agency to investigate the facts when such petitions are filed. 

323. The Usurious Loans Act.-We were specially desired to 
enquire' into the working of the Usurious Loans Act of 1918: but we 
have received little evidence on this matter, and that evidence is con
flicting. The Agricultural Commission has stated that the Act is "a 
dead letter in every province," but admit that they received no evidence 
from civil judges. Two of our most valuable judicial witnesses,-one 
a judge" of the High Court, the other a small cause court judge who by 
reRson of the nature of his work' is constantly dealing with cases of 
debt-, agree in denying this statement. The .. latter asserts that he 
himself and his brother judges constantly apply the Act: the former 
says, in explanation of the fact that the Act has not been ilO freely used 
as might be expected, that the limitation of registered mortgage-deeds 
executed before 1918 has not yet expired. This refers to a provision 
in the Act which restricts its operation to suits for recovery of loans. 
made, or for the enforcement of securities taken, after the commence
ment of the Act, with the result that the Act cannot be applied to 
loans mllde or securities taken before its commencement. On the 
other hand, we have received complaints that the Act is sometimes 
used to the detriment of the creditor, because judges are apt to reduce 
the rate ·of interest even when it cannot be regarded as usurious. From 
the practical point of view. indeed. the principal defect of the Ad 
appears to be the absence of any definition of usury. We must admit 
that it is well-nigh impossible to frame 'such a definition; for the fixation 
of 1\ rate of interest depends on numerous factors which vary from case 
to case Rccording to their merits. and a rate which is fair in the 
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ciroumsta.nces of one lolLD might amount to rank usury in the case or 
another. Nevertheless, the absence of this definition must inevitably 
result in unequal treatment ~f creditore •. because every judge will 
administer the Aot according to his own idea. of what constitutes usury. 

On the baeie of the evidence before us we can only conolude-
(1) that the ~ct is used more freely thap we had beell led ta

expeot; 
(2) that owing to the importa.llt defeot which we have mell

tioned, it is sometimes misused to the detriment of the 
• creditor; . . 

(3) that as time passes and the number o~oans alld seourities oC 
an earlier date than 1918 terminate, its use will increase. 

8~4. DisCf"stion of courts to aUow interest after sait.-When a 
plaintiff files a suit it is entirely in the court's discretion to allow or 
refuse him interest after the date when the suit waa filed. The ~out'!; 
may allow the same rate of interest as is mentioned in the bond; it may 
reduce that rate or even disallow interest altogether. Again, it may 
reduce the rate for the entire period from date of suit to date oC 
recovery, or from date of decree to date of recovery. Usually it allows 
only 6 per cent. from the date of suit to the date of recovery, even 
though a higher rate of'interest is stipulated in the a"OTeement. The 
courts occ.asional1y refuse to allow even ad litem interest. Generally. 
courts allow the stipulated rate of interest for the period preceding the 
suit, unless that rate is usurious. We can find .no justification for action 
of this kind. If the borrower haa agreed to pay interest at a certain 
rate, he should continue ~ pay that rate to the date of recovery. As 
matters are, the borroweL:Often deliberately avoids satisfying a decree. 
so aa to get the benefit Of the lower interest fixed by the court. We 
consider that the Civil Procedure Code should be 80 amended that COllrt~ 
no longer have discretion to reduce the stipulated rate of interest after 
the date of the suit, unless that rate is "usurious." 

, 
825. Dela!l in nits olld in ffGlisation of d_eu.-It takes a long

time to get a decree. and a longer time to execute it. This naturally 
affects the cost Of credit. We admit that a judge must be fully satis
fied before he grants a decree. We admit that a borrower's right to 
adduce evidence in support of hie ease cannot be limited. Nevertheless 
there is considerable delay in the disposal of cases; how far that delay 
is avoidable we are not in a position to say. but we consider that thlt 
pos..'<ibility of avoidiug i\ should be examined. If it pro'l'e unavoidable. 
the obvious remedy is to increase the number Of judges. 
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326. Dishonesty of lowe,. coun offioiala, and defendants.-We 
bave received many complaints of the dishonesty of lower court officials, 
'Buch as ahlmada, baillifs and process servers. They annoy the plaintiJf by 
their exactions; for a consideration, they are willing to help the defendant 
to evade the process of law, by such means as failing to serve summonses, 
by creating difficulties in the attachment of property, or by giving infor
mation of 1),n impending arrest or attachment. These complaints may be 
exaggerated: but we bring them to the notice of judicial authority. 
Finally, defendants often raise., or cause to be raised, purely vexatious 
objections with the object of prolonging proceedings. We consider that 
judges should be arme! with greater power to prevent and punish such 
abuse of the facilities provided by law. 

327. B'~isting rent and ref1enue legislation.-Th·e laws ~hich 
govern revenue and rent are :-

• (a) the United Provinces Land Revenue Act of 1928, 
(b). the Oudh Rent Act of 1886 (as amended in 1921 and 19Z6) , 
(e) the Agra Tenancy Act of 1926. 

(a) The United PrOf1inces Land Ref1Bnue Act.-The chief feature 
of the new United Provinces Land Revenue Act is that it has put settle
ment operations on a statutory basis, and has imposed limits of various 
kinds, all of which have the effect of greatly ~educing the burden of 
assessment. 

(b) The Oudh Rent Act of 1886 has undergone several important 
amendments in 1921. and 1926. The amendments grant statutory 
rights for life to a tenant. and to his heir for five years after his death) . 
and limit the landlord's power to enhance rent. Under the old Act 
a landlord could eject a tenant or enhance his rent after a period of 
'seven years. The result was that the landlord usually ejected the 
tenant unless he accepted an enhancement. Under the amended Ad 
not only is the tenant assured that he, will remain undisturbed in his 
holding during his lifetime, and that his heir will hold it for five years 
thereafter, but he also knows that his rent can only be enhanced once 
in every ten years, and then to a strictly limited extent. In every 
tenth agricultural year a special officer is appointed "to propose fair 
and equitable rates of rents for statutory tenants." This year is called 
a "roster" year. These rates "are based on genuine, adequate and 
stable rents which are paid by substantial tenants who depend upon 
their holdings for their livelihood and can be paid without hardship 
over a series of years, due regard being paid to movements in prices and 
the letting value of land." Different rates are fixed for different soils 
according to the soil classification and the circles demarcated at the 
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previous settlement: if no demarcation was then - made, the special 
officer makes one in the manner prescribed fol' settlement.C') In 
other words, 80 much of the ordinary settlement procedure is carried 
out as is necessary to ascertain the extent to which and the direction in 
which rents have moved since the last roster year, and to determine on 
this basis what rents are fair and equitable, which rents are then used 
11S· a measure of enhancement. In these circumstances the fact that the 
maximum enhancement has risen from 61 per cent. to 331 per cent. 
is a matter of small moment, all the more so that if the maximum 
enhancement is decreed then it may be spread over any number of 
years not exceeding five by yearly increments. 

(0) The Agra Tenancy Act.-The Agra Tenancy Act closely 
resembles the Oudh Rent Act. It grants a statutory life tenancy to 
every tenant who was formerly classed as a tenant-at-will, with a five 
years' remainder to his heir after his death. Tenants that hold a right 
of occupancy at the time when the Act was passed remained undis· 
turbed, and it-is no longer possible for a tenant-at-will to acquire an 
occupancy l'i~ht by continuous cultivation over a period of twelve years. 
On the other hand, a tenant can now purchase an occupaftcy right from 
a landlord, or receive it from him as a gift. Enhancement of a st.ltutory 
tenant's rent is only possible after twenty years, i.e., once during the 
ordinary life of a settlement, and is subject to the same "rost£>r" limi. 
tations 8S have been described above. 

828. Effect oj the MID legislation on credit.-Tbe new Tenancy 
Acta have alfected the credit both of landlords and of tenants, but in 
dilferent ways. Under the old Act, though it was difficult for a landlord 
to enhance an oceuJl&!!Pf tenant's rent, yet he could always pre.-ent 
8 tenant from acquiri~ an occupancy right by ejecting him before he 
had completed a twelve years' tenure. Further, on the expiry of any 
tenancy. either by ejectment or from any other cause, he could demand 
an enhanoed rent without limit or hindrance; and eince there was a 
great demand for land, the landlord could invariably get the enhance
ment which he demanded. Under the new Act, however, the statutorY 
tenant is secure in his holding for the rest of his life, and his heir for fiv~ 
years thereafter; whilst enhancement can now oo1y be made at lengthy 
lIltervals and is strictly limited in extent. Theae changes have had 
the elJect of reducing the value of land, or rather of cheelring a tendency 
(dlle to other C&uaes) for that value to rise; and as land is the only 
important asset which most landlords can offer 88 security for a loan. 
it has had 'he furiher effect of reducing the landlord'. credit. 

\ OJ o.w.. RoD. AO', __ I1D. 
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329. ~'here is another change in the Actllhich also tend. tc 
,,"educe the value of land, but is of special importa,nre ill connexion with 
~sufructuary mortgages. Every landlord wbose proprietary rights are 
transferred either by foreclosure, sale, or certain types ·of voluntary alien
ation, becomes an exproprietary tenant, with a right of occupancy in 
his SiT and in any land which he had cultivated continuously for ten 
'years before the date of the transfer. For the purposes of this section, 
.a. usufructuary mortgage is deemed to be a transfer. Under the old 
. Act, an exproprietary tenant paid a rent equal to 75 per cent. of the 
.average non-occupancy rate. Under the new Act, however, his rent is 
-two annas in the rupee less than the roster mtes for occupan~y tenants. 
Since an average non-occupancy mte was often two or three times the 
-{)ccupancyrate, it is obvious that the usufructuary mortgagee under Tohe 
.. new Act obtains a much lower rent in respect of the land which the 
mortgagor continues .to hold than his predecessor under the old Act, 
·with the natural result. that the terms which the usufructuary mort
.gagee at the present day is likely to offer will be &>nsiderably less 
favourable to the mortgagor than they were before 1926 . 

• 
330. There are other minor changes in one or other or both Acts 

'which also tend to reduce the value of land. Enough, however, has 
veen said to show that recent legislation has weakened the landlord's 
.credit. 

331. But whilst these new A,cts have had the effect of reducin<; 
-the landlord's credit considerably, they have affected the credit of the 
-tenant much less. ,It has been explained in a previous chap-
ier that, with certam special exceptions, no tenant's right iii' 
·transferable and no tenant's holding' can be legally mortgaged; 
but that all tenants have certain rights of subletting, and use sub
leases as a substitute for usufructuary mortgages. Under the old Act, 
An exproprietary or occupancy tenant could sublet the whole or any 
'part of his holding for fiY-e years, though he might not again sublet 
,any part thereof until two years had elapsed after the expiry of the 
'former sublease. Under the new Act, these tenants have retained the 
same right of subletting, but the period which must elapse between sub
'leases is now five years. They are, therefore, slightly worse off than 
·they used to be. On the other hand, the non-occupancy tenant of the 
.vld dispensation could only sublet for one year, whilst the period bet
'ween subleases was three years; but the new statutory tenant, who has 
replaced him, may sublet for a ~riod of three years, whilst the period 
between subleases remains the same. The statutory tenant, therefore. 

is in a far stronger position than the old non-occopancy tenant in the 
-matter of subletting, and consequently in the matter of credit. It is 

• 



I ~13 ) 

,true tha.t at present statutory rents' are so high that the margin for 
, profit left to asubtenant-mortg~ee is small; but, in Agra at all events, 

whare enhancement commonly takes place.once in twenty years, it ~s 
likely to increase with time. And under the provisions of the preseJ;lt 
Aot, the statutory tenure will ultimately become by far the most im
portant of all tenures. 

332. As has been already pointed out, such subleases are wholly 
illegal. They are also wholly pernicious. Redemption is almost im
Fossible because the tenant has reduced the resources from which be 
must fina.nce redemption; and the end is generally relinquishment of the 
la.nd by the debto»' and a lease of it by the landlord to the creditor. 
Yet it is difficult to suggest any mea.ns by which the practice can be 
-stopped; indeed, the law provides ample means alrea.dy. The difficulty 
lies in the fact that the landlord will not use those means, for, as we 
have pointed out already, the cha.nge is often to his advantage. 

333. The tenant's long-term CTedit.-Occasionally a 'tenantrtl
quires long-term credit, to repay his inherited debts, to improve his 
la.nd, or for less desirable objects. But no creditor would grant a long
term 10Wl without adequate security, and the only adequate security 
which an agriculturist can ottar is lit mortgage on his la.nd. As matters 
stand, therefore, the tena.nt ca.nnot obtain long-tel'm eredit at all, 
oUnless he is prepared to break the law by a sublease of the type just 
..Qesoribed; and ma.ny of our witnesses have on this account recommended 
that his right!! should be made transferable. We cannot recommend 
-auch lit ohange. To an uneducated peasa.nt, a.n inereaseof credit merely 
means an inoreased incentive to incur debt. • That assertion is proved 
pilat all doubt by our stati~os of deM in the eastern districts, wnere, 
amongst tena.nts and peasanV-proprietora, the inoidence of"debt per debtor 
is no less than Rs. 330, as against a provincial avarage incidence of 
Rs. 172; and the only cause that can be assigned for the difference is 
the fact that cartain classes of tenants in those districts do poasess 
,transfarable rights. If Wle tenant is to be gra.nted the right 
-of transferability, then the right must be so limited as to pre
vent its misuse. After' carefully considering all the circum
tlttWOO8, we are disposed to rec~rumend that the exproprietary or occn
pancy tena.nt should be given the rigM to mortgage (but not otherwise 
transfer), his holding for a pariod not exceeding twenty years, and only to 
a land mor~ae bank or oo-operative credit society; and that the land
lord's superior right should be recognised by giving him, in _ 01 
enforcemen' of security by sale, the first right to purchase the @<luitJ 
of redemption, which will enable him to extinguish the occupancy rigM 
'l'he case of a statutory tenant, however, is more difficult. His interest 
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is limited to his life and five years thereafter, i.e., to an indeterminate 
period. It is impossible, therefore, to give him even the restricted· 
right of transferability which we have proposed for occupancy tenants, 
because that right involves the fixation of a determinate period. One 
solution that has been suggested to us takes thll form of "granting him 
a right of mortgage similar to that suggested in the case of occupancy 
tenants, provided that it is backed by the collateral security of a life 
insurance, for an amount sufficient to liquidate the loan should he die 
before the period of redemption has expired. We have carefully con
sidered this apparently simple solution, only to decide with some regret 
that it is impracticable. Firstly, the cost would be prohibitive. The 
tenant would have to pay both the interest on his loan and the premium 
on his life insurance, and the total ch ... ·ges on the transaction ·would 
probably not be less than tl!e charges on a moneylender's loan. 
Secondly, before an applicant can take out a life insurance policy, he 
must obtain a medical certificate from a qualified doctor, and such a 
certificate is not easy to obtain in the countryside. Thirdly, the tran
saction is of a complicated kind, such as no ordinary villager would 
ever understand, and of which he would probably be deeply suspicious. 
We consider, therefore, that it is impossible to confer even a restricted 
right of transferability on any tenant save those who have an exproprie
tary or occupancy right. On the other hand, since purchase of an occu
pancy right is now permissible under the law, we suggest that 
a land mortgage bank or co-operative credit society should be 
permitted to lend to a statutory tenant the money necessary for that 
purpose, on the security of the occupancy holding which he will thus 
obtain. Thereafter, he .will be able to command long-term credit. in 
the same manner 118 any other occupancy tenant. 

334. Hindu and Muhammadan /aw.-The peculiarities both of 
Hindu and Muhammadan law are such that a creditor puns no ordiriary 
risk in dealing with a Hindu or a Muhammadan borrower. Amongst 
Hindus the root of the trouble is the constitution of the joint Hindu 
family. A Hindu father or manager (Karla) borrows money on a 
representation that the loan was necessary for the benefit of the family. 
The creditor sues him for the recovery of the debt and obtains a decree. 
Then some other member of the family, possibly on the inspiration of 
the debtor himself, brings a fresh suit to save the property, and alleges 
that the loan was not necessary or was taken for some immoral pur
pose. Such litigation may last for years, and, whichever party succeeds, 
the· creditor is certain to lose. Similarly, a Muhammadan debtor can 
defeat a .creditor by transferring his property to his wife in lieu of 
dower. Again, the laws of Muhammadan inheritance are extremely 
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complicated. There are various classe~ of h?ir, both. male and fe~ale, 
some with a claim to a fixed share, some Wlth a_cIano to the resldue, 
some with a c1a.im to both; 'whilst the presence ()f certain heirs excludes 
other heirs. A creditor will rarely have complete knowledge 
of the family tree, and consequently there ill always a risk, in advanc
ing money te a Muslim on the security of property, of dis
covering too late that that property, or part of it, belongs not to the 
debtor but to some of his relations. We can, however, suggest no 
remedy fOl' these inconveniences without disturbing ,the Hindu's or 
Muslim's personal law. 

885. There are, however, two points to which we draw special' 
attention ;-

(1) In a previous chapter, we have explained the peculiarities of 
Hindu law in the matter of the inheritance of debt, and have pointed 
out tha.t the heir in taking over such debt often goes beyond the 
requirements of the law itself, which limits his liability to the assets 
which he has inherited. This in our opinion is not due, as 
the Royal Agriculture Commisaion suggests,. solely to ignorance 
of the legal position. (a) It is due also to a sentiment which 
is inspired partly by respect for the ancestor, partly by religious con
sideration. But the effect of this sentiment is lamentable. In the
words of the Royal Commission "the people are so accustomed to be in' 
debt, to take it over from their fathers and to pass it on to their 
sons, that they accept indebtedneRS . , . as a natural state of 
life. "(0) It is a sentiment which in the circumstances of HinqD fami.ly, 
life will not easily or quickly pass away. Here and there an heir may 
be found willing to brand his ancestors with the stigma of inlmorality to 
escape taking ,ovo 'thelr'debts; but such cases, we imagine, are rare 
IIJld whenever they do occur, are often inspired by the debtor himself. 
It is a sentiment, too. which we find impossible to condemn. Neverthe-
1E'88, the preseut position in this respect is that "the fathers have eaten 
tIOur .,-apes and the children's teeth are set on edge." 

(II)' The religion of Islam forbids a Muslim taking interest. To 
8 Muslim. therefore, profitable investment is impossible. It is said that 
'in Borne parts of the l'Ouutry this prohibition is weakening, or that it 
is evaded by such m6llJls as ta!..ing a bond from a debtor for an amount 
larger thau WRS actually lent. or by granting a loon at a discount. We 
douM. bowe'l'er. whether these refinementsbave yet penetrated into the 
villages; and the prohibition is still observed by orthodox Muslims 
everywhere. There was • proposal. we believe that the in~ payable by 

(') ~.1U'Ol ()ommioa..., ~. t3I. 
(') lti4, P. ~ 
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government on th~ deposits in post office savings banks or postal cash 
certificates should be funded for the benefit of Muslim education. We 
suggest that the Muslim authorities might consider whether life insurance 
could be accepted bY,Muslipls as a suitable form of investment. 

336. Stamp duties on hllndis and bills.-We have referred to lhis 
matter in Chapter XI, and merely mention it here to complete our survey 
If the legal points which affect credit. 

337. The Land Imp1"of)ement Loans Act 0/ 1883 and the Agri
culturists Loans Act o/l884.-We have already dealt at some lengt,h 
with the subject of taqaf)i loans. We have had to mention numerous 
complaints of the manner in which the Acts are administered, and have 
made suggestions for removing them. Here we need only mention, 
for the sake of completeness, that the defects are entirely administrati\'e 
and that we have no fault to find with the' Acts themselves. 

338. The errors, of moneylenders and banks.-There can be 110 

doubt that in some directions the scales are weighted agains' 
th~ moneylender. We cannot. however. conceal from ourselves 
that w some extent he is himself to blame if his legal position 
i~ weak. Induced by. the hope of a high retum for his money he is 
:IIpt to take tisks which no prudent man would take. and if in the end he 
]oses t4ereby. he is entitled to blame oply himself and not the law. 
Even banks, according to one of our most important (e:ral witneRSes, 
are not above reproach in this matter. "I found myself" writes this 
witueas "that. no regard is ,paid to the. composition of the 
<lirectorate. Anyone who is supposed to possess some sort of local 
influence is considered to be good enough to be appointed a "director. 
whether he knows anything or not of the working of a bank . . . 
I :\lad a case in my hands some three years ago in which a branch of a 
ba~ in some other province was started in a smaif hill station. The 
l:\lanager or. the local managing director was a man of no particular 
repote. The bank went into liquidation, and if my recollection is right." 
aU that was discovered ill the till was a sum of Re. 1-5-0." hnother 
case which he quotes is that of a bank which advanced half a lakh to the 
guardian of a person who had been adjudged a lunatic by a court of . 
law, on the security of the lunatic's assets, without the sanction of the 
Judge. Though amongst the directors were some lawyers. nobody had 
troubled to obtain this sanction. "I was not surprised". adds 001' 

witness, "when a few years later the bank went into liquidation." This 
witness olfeJ;8 us the following recommendations. 

Legislation is needed to provide for (1) the minimum qualificatiou 
"f the directors. This should not be confined to the possession of a 
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certain number of shares, b~t include either previous traiuing in a bank 
or special knowledge of finance; (2) the minimum qualification for 
appointment as manager, agent or their assistants; (3) for the compul
sory appointment of legal advisers who know something of banking com_ 
merciallaw and have made a study of conveyancing. In this connexion 
our witness points out that a large pa.n of the litigation in this country 
is due to the fact that people enter into transactions without previously 
.obtaining legal adVice, and in proof of his statement mentions a case 
~n which a bank might have saved a large fee paid to its counsel during 
the litigation, if before entering into the transaction it had paid a small 
fee of Rs. 100 or so to any junior lawyer for his advice. "The practice 
of retaining a family solicitor. or private solicitor so common in
England and also in the presidency towns is wholly unknown in these 
provinces and the result is legal chaos." Our witness is of such 
eminence in his own profession that though all his recommendations may 
not be equally prllcticable, we record them without comment for the consi
deration of the Central Committee who are examining the question of 
bankng legislation. 
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CHAPTER VIII. 

PossmLE R1!MEDIES IN THE PRESENT SYSTEM: OF AGRICULTURAL CRI!DTT. 

339. The economic 8ituation of the cu/tiflator.-In preceding chap
ters we have fully described the present position in respect both of agri

. cultural credit and debt; and before suggesting possible remedies or 
palliatives of that situation, we propose to draw attention once more to 
certain. of its salient features. . ' 

(1) Though in any country only the wealthy agriculturists can 
succeed in avo!ding debt, -yet 46 per cent. of our cultivators are debt
free. 

(2) Though 56 per cent. of all cultivators possess holdiDgs which are 
below the minimum economic area, the proportion of debt-free amongst 
these small farmers is as large as it is amongst their richer brethren. 

(3) Debt is least heavy in tho~ very tracts where the number of 
uneConomic holdings is largest. 

(4) Debt increases directly with the size of the holding. 
(5) Yet even the debt-free peasant, if judged· by any Western stand

ard of comfort, is desperately poor. 
In a word, the economic situation of the Indian peasant consists 

of a Series of paradoxes, which we now have to consider and, if possible, 
explain. 

340. That explanation is not far to . seek. The conclusions stated 
above are based solely on. the peasant's agricultural income, and take n'; 
account of any subsidiary source of income that he may possess. The 
census figures prove that a certain number of cultivators do posse88 sub
sidiary· resources. Many cultivators, for instance, are also receivers of 
rent or agricultural labourers. Many posse88 some non-agricultural 00-

cupation; they are blacksmiths, or carpenters, or traders, or weavers, 
or tauners, or priests. Many, again, RUpplement the income derived 

. from their fields by growing fruit, or fishing, or hunting, by collecting 
sticks, or cow-dung, or fuel, by collecting leaves for leaf platters (.tauoo), . 
by making mats of grass or baskets of bamboo, and generally by utilis.
ing, in one manner or another, the products of Nature wIpch they 
find around them. Very often, again, the wife or the child has an occu
pation of her own; as midwife, or monthly nurse, or cowherd. Richer
agriculturists often earn an additional income as moneylenders, or can.· 
men, or grain-dealers. Finally, there is a considerable- volume of emi
gration from many parts of the province where the pressure on the soil 
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is heaviest, which creates for the cultivator additional resources in the 
shape of remittances l'eceived from the emigrant~ abroad. In short, the 
agricultural population does not· depend solely on its agricultural inc 
come, but has many subsidiary occupations; aud any conclusions' based 
solely on a,.aricultural income are to that extent misleading. 

341. It is this fact which solves most of the paradoxes mentioned 
&obovs. The proportion of debt-free a,.ariculturists is large, because they 
do not rely solely on agriculture for a living. It is large amongst those 

. which possess uneconomic holdings, because it is amongst the sma.ll hold
ers that subsidiary occupations are. most numerous. Debt is less heavy 
where the number of-uneconomic holdings is largest, partly for the 
reason just stated, partly because these are the tracts which send most 
emigrants abroad. Finally, the reaaon why the largest holdings carry 
the heaviest weight of debt is due. entirely to the fact that the largest 
tenants belong to the highest ca.stes, of whose extravagance we have 
had much to say. 

34\!. One or two minor points which all'ect these conclusions may 
also be mentioned. . 

(1) An uneconomic bolding is one which is unable to support the 
cultivator and his family iu rea.sonable comfort. But the question 
whether any particular holding is or is not uneconomic depends on 
other considerations than its size. A member of a market-gardening 
l,aste, such as the Koiri or M urao, can live, and live well, on a holding 
of two acres. The number of uneconomic holdings, therefore, is to this 
extent exaggerated. 

(2) A man may be deb'-free not only because he is 80 well 011' that 
he need not borroW";' blit 'because he is so poor. that nobody will lend to 
him.· Amongst the number of debt-free are doubtless included some 
of the latter class. We doubt, however, whether there are many such. 
A cultivator must be poor illtteed if he cannot borrow at least on& qist. 

343. Having considered all these factora and the economic situ
ation of the ~iclllturist, we can state it briefly thus. Agricultural
indebtedness, though it is undoubtedly heavY in most parts of tbe provo. 
inc~. is not so widespread as is commonly supposed. The principal causes 
of this somewhat unexpected result are two. Fiml", the -a,."I'iculturlst 
hRs l .. arnt to supplement his a.,"I'icuUural income from subsidiary occupa.
tions, I\lld "('ondl,,, migration has 1I0t ollly relieved the pressure on 
.he soil to some extent, but has brollght more wM!th into the province. 
In sbort. ordinl\ry economic forces bave ht'en at work to relieve tbe 
economic situation. 
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344. The pOfJerty of the peasant.-Yet despite It all, the peasant 
remains poor. We have calculated elsewhere that 30 per cent. of all 
cultivators are living below the economic level and cannot even in the
best of years make ends meet. Another 52 per cent. are living at 
or just above the economic level, making ends meet only in a good' year 
but not in a bad. Only 18 per cent. can be regarded as well-to-do. It is 
to be remembered, moreover, that poverty lind wealth are relative terms. 
The first class of the three which we have mentioned is poor efJen by 
the peasant's own standard of comfort. The third is well-to-do ooly by 
his own standard of comfort. And that standard of comfort, in com
parison with that of any Western nation, in comparison with that or 
certain other provinces, is miserably low. In proof of which statement 
it will suffice to offer two quotations :-

"The possessions of the ordinary peasant are limited to essential 
capital-a little land, a pair of bullocks, and seed for the 
next crop: and bare necessities-an unsaleable house, the 
clothes he stands up in. a store of coarse food grains and 
the utensils required to cook it in."(') , . 

.. Abject poverty is very rarely met with in any of the villages in 
----, But no leS!; rare is any semblance of affluence 
amongst the cultivating classes. :J?rahmans, Thakurs and 
Muhammadans are on the whole less parsimonious than 
the other classes and constantly give the impression of 
being better fed. Evell amongst these classes, however, it 
is, very rare to find a plump figure in the person of a culti
vator . , .. The assumption 'is that cultivators cannot 

. afford more than the barest necessity in the way of food, 
It would be cheering to see a little rounding of spare 
figures; and it is hoped that security ?f tenures may be 
helped by good harvests in the future to give a little more 
than bare' subsistence to the deserving kashtikar. Apart 
from food, housing leaves very much to be desired. Masonry' 
houses are extremely rare and sanitation is not even con
sidered as a rule." (2) 

345. Possible remedies.-There are, as usual, only two possible 
means of improving ~e finaDci,,1 position of the peasant. The first 18 

to increase his income; the second is to decreafle his expenditure. 'We 
consider the possibilities under each head ,separately. . 

('J Evidence. Vol. m. p. 79. 
(:lJ These commt>nt~ are from a recent reat-rate report. We prefer Dot t&-. par

lieuiariae. 



(1) Industriali8ation.-At all timeR in the world's history and in 
every country, the development of industries has been the 
means of relieving agJ:iGlultural depression. It draws off, 
surplus population from the country to the town and reo 
lieves the pressure upon the soil. It gives to those that 
go a new and adequate income; it increases the adequacy of 
the old income for those that stey. Unfortunately, the agri
cultural population is conservative in its habits and hope
lessly immobile. At every eensns, over 90 per cent. of 
the population is enumerated ill the district where it was 
born. At present, too, the large scale industries of the 
province are neither sufficientlynumerOlls nor sufficiently 
developed to relieve the pre88Tll'e of popll'lation. N everthe
less, thougb the pelllRant 'tn'By be' lInwiHing' 'to go to the 
industry, it is still possible to bring the industry to the 
peasant. There are numerous Amall-scale oCC1lpations avail
able to hinl, either as a substitute for agriculture or as 
supplementary to it. Fortunately, he appears to have dis
covered for hinlself the value of industrialisation in this 
restricted sense. • 

12) Emigration.-From the most aucient times, migration, whe 
ther of a man or a nation, has always been regarded as the 
simplest and quickest means of relieving the pressure of 
population in an overcrowded tract. This was doubtieBB 
the cause which brought the Aryall race to India. It is 
still the caU88 which sends the Englishm&ll to New Zea
land. or the Indian to Fiji. There hM long been a consi
"d~\>.levolume of migration from some of our overpopu-
lated districts, notably those in the East, &Ild there are 
indi~tions thll.t it is growing. This is a remedy, there
fore, which the people themselves may be left to apply. 
As has been explained already. migration has a further re
sult ill aecul'ing for those who remain at home an additional 
aource of income provided by the emigranta. 

(3) Additional I'Ultif'atioft.-Anothl'.r obviou8 method of alleviatin~ 
, preBBure on the aoil is to break up frI'sh soil. As we have 

• seen. however, little fresh aoil is availll.ble in the province. 
espeocially in til""" areas where it is most required. 

(4) NMf! 1.-j""8 of rultiMtion.-At present the greater part of the 
cultivated area of the pro\"inCtl gto\\"S the staple food~rops. 
Th~ 8'-ea lludl'r su ... h money-making crops as c:otton Gr 
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sugarcane is relatively small. In favourable circumstan
ces,-specially fertile soil, specially good facilities for irri
gation, specially skilful cultivation, specially good com
munications ,-there is already a tendency for the latter to 
replace the former. But as yet the circumstances are 
sufficiently favourable only in restricted areas, notably the 
western districts. There are, however, other forms of cul
tivation which can also be regarded as essentially money
making, which the cultivator has so far shown little incli
nation to adopt. Of these, the most important is fruit
,growing; and there are undoubtedly tracts in the province 
specially suitable for. this purpose. W'l are informed, for 
instance, by one of our members that the private 
gardens in the tiny town of Basti grow eleven different 
kinds of fruits ,-mangoes , lemons, loquats, lichis, peaches, 
pineapples, papaya, oranges, plantains, guavas and wal
nuts. Nor was the s~il particularly fertile. 

{5) Intensice cultication.-"It is clear", says the Royal Agricul
tural Commission, "that in. the adoption of some form of 
intensive cultivation lies the greatest hope of enabling the 
cultivator to 'meet from Iris small holding his own needs and 
those of his family." (") Intensive cultivation is a vague 
term. Some seem to interpret it as meaning solely the 
substitution of a crop which fetches a better price for a 
croI,> which fetches a lower price, and nsually mention the 
growing of vegetables as an example of such cultivation. 
But as we have shown elsewhere, intensive'cilltivation in ' 
tlris sense has its limits. It is use1e88 to grow vegetable~ 
in excess of the probable consumption; it, is impossible to 
grow them except in the immediate vicmity of the con
sumer, unless easy and rapid means of transport are 
available. Int.ensive cultivation has, however, another 
meaning, namely the growing of better crops of the 8ame 
kind, for which the principal-requisites are better seed and 
better fertilisers. It is in this direction that progre88 will 
be easiest .and most rapid. Indeed, thanks to the energies 
of the Agriculture department, there has been qnsiderable 
progress already. On the other hand, intensive farming 
is -seriously hampered both by the fragmentation, of hold
ings and their pepper-pot distribution; and, thanks partly 

I'} Agricultural CommissioD"' Re(KJft. rat;'e 416. 
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to the peculiarities of personal law, partly to the predilec
tions of the peasant himself, these difficulties will not be 
easily overcome. 

346. The need for capital.-For intensive cultivation, ho~ever, the 
peasant requires command of amr:~e capital,-short-term capital for the 
purchase of improved seeds and manures; intermediate capital for the 
purchase of better plough animals; long-term capital for expendijure on 
improving his land. There has never been much difficulty in providing 
him with the first few types of credit, though usually 8:t an exorbitant 
price. The problem in this case is to provide him with cheaper 
.credit. The provision of long-term credit, however, is a. very difficult 
.question to which we shall presently-return . 

. 347. Possible reduptions of expenditure.-We ha.ve a.lready ma.de 
it plain tlla.t the peasant's sta.ndard of comfort is misernbly low. It is 
wholly impossible to suggest, therefore, that he should reduce his ex
penditure on his own persona.! needs, of those of his fa.mily, or of his . 
.animals. On the contrary we should prefer to see him use a.ny addi
tional income that he may secure in any of the manners which we have 
suggested in increu.sing that expenditure. The only expenditure which 
-we desire to see reduced are his debt charges. Such reduction can be 
061f~ted.i1l ODe of two way_ 

(1) by borrowing less, especially for unproductive expenditure; 
. (2) by borrowing at lower rntes. . 

At the present moment it is no exaggeration to say that the pea,;al~t 
borrows for any purpose, u.s much u.s he wa.nts, whenever he wants, at 
-any price, a.nd whether he call afford to borrow or not; and nothing will 
stop him but a genernl refusal. on the part of aU available moneylenders 
to lend. .HE' ,w hi) idea of equating his expenditure to his income, 
.and an extension of his credit will merely tempt him to extend his d .. bt.(·) 
It is equa.!ly nseless to restrict his credit by such a device u.s the Bundel
'kha.nd Land Ali .. nation Act; for if one source of credit is closed to him 
be will find another, and his second creditor may be lesa de.'<irable than 
. his first. Such measures would amount to treating the symptom instead 
of the disea.se. The only cure possible is education; by which we m .. an 
not merely literacy but the development of his menta.! powers, of his 
nati,,,, shrewdness, Rnd of his knowledge. es~i8l1y in such matters as 
'8lfed his 9wn ,,-e~I-h..ing,--in a. word, his worldly wisdom. 
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348. The educative value of co-operation.-We are convinced that. 
such education can only be provided by the co-operative movement. At 
present it is looked upon in the country rather as a school of business· 
than .as a 'school of discipline, as an agency for providing cheap credit 
rather than as an agency for teaching its economic use.. We hold strongly 
that for the future the co-operative society must change its tactics. It 
must address itself to meeting the general needs, and not merely the
credit needs, of its memhels; the supply of selected seeds, of improved 
implements, of better plough bullocks, the marketing of crops, the pro
blems of illiteracy, sanitation, human and cattle disease, the prevention 
of waste and extravagance,-in fact every form of activity which will 
make for the improvement of the lieasant's lot should come within its. 
scope. It will, of course, continue to supply cheap credit, but rather as 
a means to an end than an end in itself. 

349. In operations such as these, Government can only playa 
seco"dary part. It. can advise and assist them; it can neither direct 
-them nor carry them out. In a peasant movement, as the co-operativ& 
movement essentially is, the leaders must come from the people, prefer
ably from the peasants themselves. We can only commend the co-opera
tive movement to those who are interested in social reform. 

350. Long-term credit and the land mortgage bank.-Of all the 
problems before us those which relate to long-term credit are the mo.t 
important and the most difficult-important because such credit is at 
present shamefully wasted on unproductive purposes to the detriment or 
II"nriculture; difficult because nothing less than some organisation capable 
of controlling the'supply of such credit can put an end to the present 
misuse of it. We make no apology therefore for dealing with· this sub
ject at some length. Our task is to link thll agriculturist to the organised 
saving system of the country, to make him independent of private agency
and to give as much mobility as po8Bible to his immovable 38Bets. Ac
cording to the Report on agricultural credit published by the British 
Ministry of Agriculture and Fisheries in 1927, the problem may be de
fined as'the finding of ~'an adequate agricultural substitute for the indus
trial joint-stock method of obtaining capital"; or, in the words of ti!e
preamble of the Federal Farm Loan Act of the United States,-':t() 
provide capital for agricultural development and to create a lItandard form 
of investment based on farm mortgage." 

35l. The land mortgage bank seems to offer 3 -imitable solution. 
It specialises in long-period borrowinj:( and lending . .The principal object 
of such a bal'lk is to grant first mortgages on agricultural land and to raise 
meney for this purpose by the issue of bond. to the public, secured upon 
these mortgages_ Repayment of mortgages is distributed oYer 3 number 
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of years; the annual instalment or an~uity is slightly in excess of the 
interest charge. 'fhere are mll.QY capitalists, large and small, who pos, 
sess funds for which they have no. use either immediately or in the neal 
future, and who would welcome the opportunity of investing in a security 
so suitable as debentures:- The Indian prefel's visible forms of invest
ment lind wealth, and debentures based on land should appelll to him. 

852. Our. questionnaire contains II brief note on land mortgage 
banks. One of our members in a 'note has described in detail the consti
tution of land mortgage hanks in other countries ~nd the nature' of State 
recognition lind assistance which is granted to them.(·) We here quote. 
two passages from the final report of the British AgricuJt.ural Tribunal of 
Investiglltion, dated 1024, which den-Is with the Land8~haften (land 
mortgage banks of Germany) lind the Federlll Farm Lolln system ot 
America. . 

"The fundllmentlll idell is the issue by the IJandschaften of land 
bonds based on the estlltes mortgaged in its favour. But the bonds are 
not iss lied on the security of specific properties; the guarantee behind 
them is the collective I{uarantee of the members. The borrower is paid 
at par value iu bonds which he may realise in the market or through the 
agenoy of banks IIttached to the soc.ieties. The loan is nsually up to 
two-thirds of the VIIlue of the property. He has the right to repay by 
an annuity, or by special instalments at any time. He can cancel hilt 
loan by purchasing and tenderinll' bonds.' On the other hand, 
the holder of. the bonds cannot at any' time demand repay
ment. but can realise in the market. Rond. are ('ailed in accordinl{ to 
the pl'O/{l'e88 of repllyment and the accumulation of funds from the 
anlluit,it'S. " 

"The FeJeial' Farm Loan Act of the United States passed in 1916 
• is a vBI'iant of the principle of the Land!l('haft: Loans are made to tarm

e1'8 by twelve Federal Land Banks, each operating in a separate district. 
with a ('spital of not 11"88 than $100,000. The Government will. if neces
sary, llIske up the subscription to this amonnt, but it is expected tbat 
its contribution will ill ume be returned. The borrower must join " 
ForlU Loan Aaeociation. 8ubRCribinll' 5 per cent .• of the loan he noquires, 
and having. lillbility up to that amount. This amount is subscribed by . 
the association to the $tock of the loan bank. from whi~b th .. refore 
the profits oirculate down to the l\8..q(l('iations and through tn .. m to the 
subscribiJlR farmers.' Each as.<ociation guarant<!f's its ow.. mort~aes, 
and 8I\('h Federal land bank j!\larantees the bond, and Cutlpons of the 
!!t.h .. ra. There is thus. very broad basis of insurance. Tt e moot notable' 
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:feature of the American administration is that the bonds of the Federal 
loan banks are sold to the public free of all taxation." 

These land mortgage banks can obviously assist only those who have 
~and to mortgage. They cann9t lend to tenants unless their, tenancy 
rights are made transferable. In a previous chapter we have laid stress 
-on the danger of granting free transferability to a tenant. We once more 
.insist that, though some measure of transferability is essential if the 
.tenant is to share in the benefits which will result from Ii land mortgage 
bank, yet it should be restricted solely to transfers in favour of the bank 
itself, and only for a single object, namely the redemption of existing 
long-term debt. 

353. Some witnesses hold very strongly the view that conditions in 
this country are not favourable to the introduction of land mortgage 
banks. The a.,oriculturist, and especially the landlord, is a bad payer. 
'The banks will certainly be faced with large arrears leading to many 
foreclosures, with the result that the' bank itself may find itself saddled 
'With ,the management oT the ownership of large areas of land. This 
view is entitled to respect. Nevertheless, we are inclined to believe 
that a land mortgage bank, if its management be sound, would prove of 
Ireal help to the landlord overburdened by long-term debt. At the 
beginning of the bank's career it would, of course be necessary to accept 
ihe applications only of debtors whose past history warrants a belief 
that they will not abuse' their credit or allow instalments to fall into 
,arrears. No bank can be expected to help a debtor who will not help 
himself or, through ignorance or imprudence, is determined to work his 
own ruin. But there is no reason why an attempt should not be made 
1;0 assist those who have been engulfed in a morass of debt throngh the 
.nns of their fQrefathers or their own youthful follies, but are now 
anxious to save themselves;' or to help those who desire to. improve their 
property. In short, a land mOligage hank, if it is to be successful, must 
at first move very slowly and very carefully. But there is no ground fo(, 
i;he pessimism which would prevent its coming into existence at all. 

354. Should the bank be constituted on a co-operative or ,a joint-
1ltock basis? We regard the former alternative as impracticable, for ~ 
.most of the bank's customers will be zRmindars, who will not easily" 
be persuaded to group themselves in co-operative societies. The second 
alternative is nndesirable. A joint-stock bank will look chiefly, if not 
entirely, to its profits and the interests of its shareholders and ignore 
those of its debtors. . The solution we consider to be in a compromi!le 
between the Lwo. The bauk's share capital .hould be open to the public. 
for subscription; but any person, whether an individual or a ~iety, 
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who desires to borrow from the bank must first acquire an interest in. 
it by a purchase of its shares. At first, the bank would require a largEt 
measure of outside help, in the shape both of money and enlightened 
management, and both would be provided by the shareholders of 
the ordinary kind: later, when the borrowing shareholders have ac
quired the necessary knowledge, the whole administration could be 
handed over to them, when the' management of tne bank, if not the
bank itself, .will conform to co-operative ideals. 

We consider that a bank of this kind will best snit the spedal needp 
of the province. Of the details of its Constitution we need say no morEt 
here, since they are fully stated and discussed in an appendix to thiS' 
chapter. Though the average landlord will not readily become a member 
of a co-operative credit aociety, it is possible that landlords may in the
course of time combine to form a. land mortgage a.saociation, or hanet 
over the control of land mortgage transactions to an existing asaociation 
of .amindars., such as the British 'Indian Association in Oudh, or the: 
Agra ZaIQindars' Association in the other province. Such association", 
could never be a. satisfactory substitute for a bank, for though they might 
conceivably be a.i1owed to raise a. loan or accept deposits from the public r 

they could not do so at rates as low sa the bank oould command, whilst 
it would be imposRible to sl\ow a. number of such associations to issue 
each its own debentures. So long, however, a.s they are a.ncilary to the-

• bank, and content to act only on its advice and with its· assistance r 

there can be no objection to their creation. 
855. A land mortgage institution may take one of many forms. 

There are some who advocate an independent bank for every district 
or tahsil or even for an area a.s small a.s a village; which bank, a.ccording. 
to some sh?uld, I;>e coDstituted on a co-operative basis, according to others
on a. joint.stock basi.. We are strongly opposed to such a mUltiplicity 01. 
banks. No bank of this description could possibly dord to pa.y for effi
cieut man~<1&Illent or posaess the special knowledge required for long
term credit ,operations. It could rarely secure sufficient capital in ita 
own area.; it could seldom, if ever, illRpire sufficient oonfidence to secUI'& 

cheap credit in other area.s. A multiplicity of banks would mea.n a. multi_ 
plicity of debentures, which would not all be equal\y popular, a.nd conse
quently would not all be equa.Ily marketable. Such banks, ~aain, would
be specia.l\y subjoot to the temptation of ignoring sound. principles of 
land valuation. And, final\y, the fa.i1ure of a.ny one of these benks 'Woula 
react disastrously on others. 

Others advocatll the creation of a single institution in a single centre, 
Dut Operatillg all ove-r the province. Such a bank doubtless could BeC\lI'8' 

all the financial support that it required, whether in the shape 01. shant 
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-capital, debentures, or deposits. But its utllity would be smaH becaus~ 
it would lack the local knowledge which is necessary to enable it to deal 
with particular applications. _ Such a bank, moreover, would probably 
ignore the interests of the smaHer landlords and devote itself almost 
exclusively to satisfying the needs of the bigger men. 

356. The solution seems to lie in the creation of a provincial land 
mortgage bank with a limited number of branches in important places, 
each operating in a s~parate area, aiJ.d agencies subordinate to each 
Ibranch-, wherever need for ,an agency exists. The agent would be any 
existing bank, whether jOint-Rtock or c~operative, or -even a primary 
-co-operative credit society. Each individual land-owner could then 
,approach the bank through its nearest agent. ' A small farmer or tenant, 
if he were a member of the co-operative credit society, could approach 
it through that society. As the work of the bank increases more 
'branches would naturally be opened. In making these proposals we 
,are but suggesting Itn adaptation of the methods of the English land 
mortgage bank which works throngh the agency of othQr banks . 
..obviously a unitary organisation of this kind would be better able than 
.any other to bring about uniform practices and uniform stand:n-ds of 
-valuation. 

357. The taqafli system.-{a) The Agriculturists' Loans Act.-We 
liave received numerous complaints of the working of the taqafJi system. 
'The suggestions which we have received for its improvement are almost ' 
oas numerous, but many are wholly impracticable. We here state 
:briefly our own r~commendations. 

The first and most important question which we have to cOnsider 
,is whether the operation of the Agriculturists' Loans Act shOUld or should 
110t be confined to occasions of distress. This incidentally is a point on 
'which very few witnesses have offered an opinion. Ovr own opinion 
-agrees with that of the Royal Agricultural Commission. It is argned 
-that in normal times "the system of government loans is inimical' fJ 
-the growth of a healthy spirit of self-help . . . . that it runa counter 
-to the teaching of ~operation and that it leads to demoralization inas-
much as a beneficent government is expected to and does remit the 
-Joan should severe distress continne; and this a co-operative society canno# 
afford to do. It is further pointed out that government can never find 
the whole snm required to finance normal agricultural operations, and 
that therefore their attempt to find a part of it merely leads to anomalieb." 
'These arguments contain all the mater~1 reqUired for their own refuta.
tion. Government loans are inimical to the growth of a healthy "Pint 
.f Aelf-help. But what is to happen during the period before that 
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tlpirit bas acquired its full growth? Government lonns again tun counter 
to the teaching of co-operation. . But so far co-operation in this prov
ince has taught the agriculturist little or nothing. Government loans 
again lead to anomalies. But an -anomalous system of credit is better 

. than none. Government loans will no doubt be gradually displaced by 
co-operative credit; but we agree with the Royal Agricultura.l Commission 
that "until the co-operative movement has reached a much more ad
vanoed stage of development, the system of government loans must 
oontinue" in normal times as well as in calamities. 

358. Our recommendations for remova.l of the defects observed in 
the administration of the Aot can be briefly stated. 

(a) In times of distress the preliminary enquiry regarding the need 
. for relief and the amount of it should not be delayed till calamity is 
imminent; but should be made as BOon as it is in sight. Those enquiries 
lIhould be conducted by responsible officers (assistant collectors . or 
tahsildars); but ill" making them, they should look as far as possible 
for advice to the landlords and elders of the village concerned and not 
to the patwari. Even in times of distress the amount allotted is usually 
email compared with the total needs of the province. On the other 
hand, no government, even in a time of distress, can be expected to 
provide all the e.gricultura.1 credit that is likely to be required. At 
present there is a tendency to grant small snms to as many individuals 
as possible,-which 8ums are generally too small to serve the ostensible 
purpose for which they are given,. with the result that they are devoted 
to other purposes. We suggest for the consideration of· Government that 
it will in the long run oonfer a greater benefit on the people as a whole 
if it restricts the number of recip;ents, but gives to each the full amount 
that he requi~ The recipients selected should, of ClOUrB8,- be those 
whose need ill greatest. 

(b) At present, alike in normal times and in times of distress, the 
distribution of taqatli is often delayed till the time fOl' its profitable 
apending has pas..~d. This again leads to misuse of the money advanced. 
There should be no partiCUlar dilficulty in avoiding BUch delay. 

«(') The corrupt pra.ctices that exist in connexion with the distri
bution of taqat!j can only be avoided if that distribution is canied out 
through co-operative societies where they exist, through village paftt'ha
!lat" or, in t heir absence. through the landlords. In the first c8ae. of 
course, the distribution should not be restric~ merely to the members 
of the co-operative society. If it becomes necessary to select recipients 
th .. n the ltU\dlord should invariably be consulted. It is possible that 
the SlIpervillOl' qlUIUDgO could give adequate assistance. fOl' an officia.l of 
his stilt us will gen&8l1y be above suspicion. But i~ is not, in o~ opinioo. 
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fair either to the borrower or to the patwari himself to put temptation 
iu the latter's way. 

(d) On the subject of the recovery of government loans, the Royal 
Agricultural Commission writes as follows(8) :-"The rigidity of recovery 
is sometimes .the subject of complaints, but it is not in the resl interest 
of the .cultivator that he should be permitted to delay. the repayment 
beyond the harvest of a loan taken for seed, fodder or fertilisers." In 
theory, they are no doubt correct and in practice too so far as taqavi 
granted in normal times is concerned. But we find ourselves 'unable 
to agree with them in respect of taqavi granted during times of distress. 
At such a time, short-term debt of the kind required must necessarily 
accumulate and when the date for repayment comes· with the harvest 
the tenant has to finanCe out of a single crop the short-tenD. debt relating 
to two or more crops; and the first good crop after a series of bad ones 
is rarely good enough to stand the strain. The result -is that a tenant 
who has taken a taqavi loan must more often than n\,lt borrow to repsy 
it, or in the alternative must borrow to repay his other short-term debt. 
We suggest, therefore, that the recovery .of taqafJi advanced in times of 
distress should invariably be effected not in one instalmebt but in two, 

• the second of which should be a full year after the first. 
Mutatis mutandis, we have the same recommendation to make ill 

respect of loans for the purchase of cattle or other intermediate debt. 
359. (b)· The Land Improvement Loans Act.-We have received 

few complaints regarding the management ot the Land Improvement 
Loans Act and aave few recommendations to make. The principal 
complaint seems to be that the possibility of taking taqafJi for effecting 
land improvements is not sufficiently well-known. That is a matter which 
can easily be remedied. If, however, a land mortgage bank is instituted, 
the probability is that loans for land improvements w'Jl no longer be 
required at all, since the bailk will provide all the long-term credit that 
is required. o 

(0) Agricultural Commission's BeporI, pagt 4lIO. 
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. APPEN;DIX. 

Scheme for a Prollincial Lana Mortgage Bank. 

1. Objeot.-The object of the bank should be to provide long
term credit on the mortgage of agricultural property at a l'2asonably 
moderate rate of interest, and to achieve this end it should take long-term 
deposits, loans and introduce a marketable form of investIl'~ent on the 
security of mortgages in its favour. . 

2. OrganiBation.-Thg bank should have its head office at an im~ 
portant place, e.g., Lucknow or Cawnpore and work through a net~ 
work of branches, agencies, sub-agencies, correspondents and land 
assooiations, SO that it should be easy for anyone who stands in need of 
long-term finance to make use of the facilities which it provides. 

S. Capital.-The bank should have a capital of Re. 25 lakhs. 
Capital provides initial resources, and as such is preferable to any 
guarantee, which is merely potential security and less. tangible. 
The oapital should be divided in 25,000 shares of Re. 100 each, 
known as '! An shares: These shares should be offered to the 
public. banks. co-operative societies. etc. Special efforts should be 
made to induce banks. the British Indian Association and similar bodies 
to lend their support and give the benefit of their knowledge aneI 
experienoe. The shares should be payable as follows :-25 per cent. 
with the application. 25 per cent. on allotment aneI the balance in two 
calls as and when required. So that the a,,"l'icultura.l classes may take an 
active and intelligent interest in the affairs of the bank. each bor
rower. whether an individual or land association. should contribute 5 
per cent. of his loan to form additional capital.· These contributions 
should be designa~ as"Bn shares. 

4t. Righu 'of &har8holder. and directors.-As "An shares are 
contributed with the object 9f helping the movement by people who wiU 
have no direct benefit save II restricted dividend. and the bank 
will work solely in the interests of "Bn shareholders. "A" 
shareholders should have some preference over "B" shareholders in 
the matter of appointment of directors. declaration of dividend, decision 
on important matters and in case of liquidation. Both should have the 
right to attend annual meetings and participate in the discnsaiens. 
Besides appointing two directors. as refened to hereafter, the "B" 
shareholders shoulcl elect an advisory oommittee of six from 1UD0Dg 

themaelvee whose main purpose would be to look after the interests of 
their class and confer with the directors at least once in three months 
to PQ before them their views. This arrangemenli will have greet 
NUcative velne. 

16 
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There should be not more than twelve directors appointed as fol
lows :-(1) two to be elected by the general body Of holders of "A" 
shares, each such director to possess shares worth at least Rs. 5,000, 
(ii) one to be nominated by the Provincial Co-operative Bank provided 
it has contributed a prescribed amount of capital, (iii) one to be appointed 
by the,commercial banks working in the province, each bank to have 
one vote (only those banks should be entitled to vote who possess & 
ininimum capital of Rs, 10,000 in the bank), (itl) one to be nominated by 
the Reserve Bank which should further contribute Rs, one lakh towards 
capital, (tl) one to be nominated by the Provincial Legislative Council, 
(m) two to be nominated by the Governor in Council, one of whom should 
be a non-official, (tliJ) some government officer who is in touch with lalld 
lJroblems and the financial requirements of agriculture, (viii) one to 
be nominated by the Land Credit Board referred to hereafter, (ix) two 
to be elected by the holders of "B" shares. 

5. M ethor,a of obtaining wOTking c.apital.-Besides the initial share 
capital the bank should raise funds by deposits for not less than five 
years, and by the issue of savings certificates and debentures and loans. 
Although some witnesses have said that the bank should be allowed to 
accept current savings and short-period deposits·, we think it will be 
dangerous to associate short and long-term business. Not only is the 
experience of other countries against this arrangement, but the peculiar 
conditions present in the province indicate the need for a cautioue 
policy. . 

Debentures should be secured by mortgages and other acceptable 
assets of the bank and should always be covered. In the interests of 
the debenture-holders, the security should be assigned to a special 
government officer, designated in this behalf, who shpuld have power 
to look into the accounts and satisfy himself regarding the value of 
the security. In fact it should be necessary to obtain his per
mission before floating any debentures. To facilitate flotation, under. 
writing may be arranged either direct or through the Land ClfYlit 
Board. To supplement its capital the bank may take loans from banks. 
Government and local and foreign markets. The total of liabilities under 
deposits should not be more than ten times the amount of capital and 
reserve. 

6. Loa1Ul.-Thil bank should advance for any of the following 
purpoaes:-

(a) Purct's~e of land. 
!b) Reclamation and improvement of land, including bwlding of 

houses, sinkiug of wells, etc. 
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(oj Equipment of machinery and plant and construction of works 
like irrigation channels. bridges. etc., with a view to increas-
ing production. . 

:(d) Repayment of previous debt. 

It is not possible to lay' down the proportion which shoUld be 
observed between the advances made for the above objects; this should 
be left to the discretion of the management and the Land Credit Board, 

No loan should be made uuless it is secured by an adequate mort. 
gage. Difficulty will arise in the case of tenants; This question has 
been discussed in chap~er VII. If the Tenancy law is amended 80 as to 
make occupancy rights transferable in favour of the land bank, by way of 
further security at least 10 per cent. of the tenant's other assets should be 
assigned in favour of the land bank. The Government should also 
examine in this connexion, in consultation with actuaries, whether it 
would be possible, without considerably increasing the cost, to devise 
60me sort of credit-cum-life insurance on the life of the borowing tenant, 
60 that if there is any outstanding on hia death it could be liquidated by 
the insurance agency and his posterity start with a clean slate. 

The amount of loon should not be more than 50 per cent. of the 
value of the land, or ten times the average annual net yield, based on the 
figures of the preceding five years, whichever is less. Similarly in the 
<:aBe of tenants the credit should not exceed 40 per cent. of the value of 
his rights or the gross value of the average aminal produce, whichever is 
lellS. It should be left to the management to ascertain in each case the 
basis of value; but as a general rule t~e average of the amounts deter~ 
mined as under, after making due allowance for possible variations in the 
future, should be II fair criterion: (a) value bl\sed on the average net 
yield during the last five years at a valuation of 16t years' purchase; (b) 
the average Vdhle of land sales in the locality after taking into considera
tion special festures, such as the proximity of a market and railway 
station, and the nature of crops grown; (c) probable market value as 
-determined from local enquiries. 

The maximum period of loan should not be more than forty years in 
"the case of land-ownere and twenty in the case of tenants. The former 
·should, however, be permitted to repay after ten years and the latter after 
five. There should be nothing to prevent even an earlier adjustment in 
- of sale or other special circumstances; but the borrower should in 
"that case pay such compensation, to mee* loss in interest due to disturb
~nce in the bank's schedule of contracted receipts Bnd payments, as 
may be determined in each individual case. 

The repayment should be by equated annual 01' eemi-annual instal
ments unlesa it U: mutually agreed otherwise. 
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7. Special legal privileges .-Apart from suggestions already made 
in connexion with occupancy rights and mortgage of agncuItural assets. 
the bank shoudl enjoy the following special legal privileges.-(a) Its 
debentures should rank as trustee securities. (b) The debentures should 
at first be free from income-tax, the privilege being withdrawn later 
:when the public is used to this form of investment. (e) The regis
tration authorities should, issue certificate of encumbrances without any 
charge or at a nominal cost. (d) The bank should have power to 
foreclose, take possession, manage, or sell the property without going 
to court. And in case of resistance by the mortgagor to apply to the 
nearest competent court for assistance. (e) The accounts of the bank, 
both as regards debt and management of property, should be sufficient 
for the purpose of evidence. (f) The bank should be indemnified in 
respect of all acts done bona fide. 

8. Government aid.-The Government should assume the follow
ing financial obligations, which are but a variation of the form 
of the responsibility which they have already recognised and 
accepted in the shape of the "Land Improvement Loans Act." 
Their purpose and the object of the Act will be much better served if the 
aid is supplied through the machinery of the land bank and in the 
form herein outlined. (a) Any share capital or debentures which is not 
taken up by the public within two JIlonths should be taken up by the 
Government with power to re-sell, but not below par. (b) If necessary 
the Government should lend its name to the bank when floating large 
loans or arranging., underwriting.' (e) The bonds of the bank should be 
accepted as security for government contracts; and courts lind 
other bodies which have a large amount of public :fUIWS' at their 
disposal should be to invest them in the debentures. (e) To inspire 
confidence in the bonds the Government should gue,rantee in the 
initial stages both the principal and interest. Such a guarantee 
would generally be merely nominal and never called into effect, but t~ 
Government should be free to examine their position in this respect from 
time to time. 

To enable the Government to safeguard their interests, it has already 
been suggested that they should 'have representation on the directorate 
sufficient to secure effective control. Further, the appointment of the 
manager ,of the bank should be subject to the approval of Government, 
Lastly, the Government should examine the affairs of the bank periO<li
cally, or, if considered sufficient, the examination may be conducted by 
the aa.me ageucy which has been recommended in the ('ase of commercial 
banks. 
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9. Profits, dicidend8 and re8ertle fund.-The bank should be subject. 
to all chargea and taxes excepting those aJready mentioned. The profits 
of the bank should be distributed as under and in the following order :
~G) Twenty per cent. to reserve until it equals paid-up capital. (II) 
From the balance six per cent. should be pa.id as cumula.tive dividend 
lln !' A" shares a.nd thereafter five per cent. non-cumula.tive dividend 
lln "B'i shares. (e) The remainder should be split up in two equal 
parts, one pa.rt to go to the Government and the other to be divided 
amongst "A" and "B" shareholders in such a manner that the per
centage of additional profit on !'A" is tWice that on !'B". Since it 
ha.s been recommended tha.t Government should assume financial obllga
tions B.nd forego a certain amount of revenue, it is but fair to allow them. 
to pa.rticipa.te in surplus profits. The dilferentiation in the distribution 
of profit to "A" and "B" shares is suggested not ouly to offer an 
attractive inducement to people who will not derive any benefit 
from the credit resources of the bank, but because their money remains 
longer in operation and plays a greater pa.rt in the building up of reserves 
and the earning of profit. There should however be maximum limits' 
on the total dividend. We suggest 8 per cent. in the case of "A" 
and 6 per cent. in the case of "B". The surplus if any should be ~eB 
to reserve. . 

But no dividend should be declared if (a) the bank's obligations 
to the debenture-holders remain unfulfilled or any amount is due to· the 
Government in respect of their payment towards guarantee; (II) the 
'9alue of properties which the bank is compelled to purchase or which 
the bank has taken UDder its own management on default exceeds the 

_ amount of its paid-up capital and reserve. 

8. LandCndit Board.-The functions of this body should be to eo
ordinate the activities of all the provincisl land mortgage banks, guide 
and supervise them, and 8SBist them in the flotation of bonds. If the 
board thinks it necessary, it may pool the resources of all the land 
banks and arrange issue of bonds on their collective strength. Ii would 
issue inslructions to the mortgage banks from time to time on all matters 
of procedure, interest rate and policy. It would take Dp all the duties 
which the Federal Farm r-n Board performs in America. The ex
penses of the board should be borne by the land banks, provincisl 
Government.a and the Government of India on some- equitable basis. 
Its composition should be :-(a) a nominee of the Governor-General in 
Cou~ciI.; (II) a nominee of the Central Legislature; (e) a nominee of the 
proVlllClal Governmenta, each to have one vote; (d) a nominee of 
the provincisl land banks, each having one vote; (8) a nominee 

. of those commercial IImks who have contributed at leasl Bs. 25 000 . , 
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ibvva~dsthe capital of land banks, each such bank to bave one vote
aud the nominee to be approved by the reserve bank, whep that comes. 
into existence; (f) a secretary or member of the Government of India., 
experienced in land, agricultural and financial matters. The board 
should have a permanent secretary whose appointment should be subject 
to the approval of the Governor-General in Council. It should hold ita, 
meetings at least once in three months. 

9. Re-examination of constitution and liquidation.-The constitu
tion of the bank should be Te-examined at the end of twenty years. If' 
it is found that sufficient cJ-pital has been built up in the sbape of "B"" 
shares, that their holdtlrs have gathered adequate knowledge and ex
perience of tbe working of land banks and that it is advisable to repay tbe 
capital in respect of "A" shares on account of over-capitalization or any 
other cause, this should be done; but such sbareholders should receive
in addition to the par value of their shares half the amount of the 
reserve in existence Oat the time. 

In the case of liquidation, "A" shares should have preference over 
"B." If after the payment of "A" and "B" sbares there is any sur
plus, it should be divided in four parts, two to go to the holders of "A" 
shares and one each to the Government and the holders of "B" shares. 
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PART III.-
THE PRESENT SITUATION IN RESPECT OF SMALT .. · 

SCALE INDUS'!'.RIJ£S. 

CHAPTER IX. 
ORGANISATION AND l"INANCII! OF SMALL RURAL INDUliTBIES. 

860. Alternation of work and inactivity in agnculture.-Agriculture 
in the United Provinces means neither the mixed farming practised 
in Western Europe nor the continuous farIning familiar in certain well
watered areas in Bengal. The agricultural time·table of this province 
is governed by the distribution of rainfall, and the separation of work 
in the fields into two distinct sets of operations, rabi and khan!. Thus for 
the agriculturist there are short spells of 'very strenuous work followecl 
by periods of comparative inactivity. Two. or more rabi ploughings. 
the harvestmg of khan! crops, occasional weeding and gathering of 
fodder as well as rabi sowings occupy the peasant from the Iniddle of 
August to the Iniddle of November. Two or three waterings ot the 
,obi, weeding and the manufacture of gur occupy him in winter. 1!'nm 
the first week of February till the beginning of the rains work is mainly 
confined to the harvesting of ,abi and its final disposal: Khan! ¥t 
not sown until the rains have begun, which start a fresh cycle of the 
oultivator's activities. 

861. NumbeF of tcorking and idle days.-Genernlly speaking, a oul
tivator may be BIIid to do normal work from the end of August to the 
middle of April, i.e., for nearly 71 months every year. But even in 
this working period the month of February, when the crops are well'
grown and ~qjre neither watering nor weeding, is a time of partial 
idleness, except in the sugarcane tracts. After the harvesting of the 
robi the real slack season begins, i.e., from the middle of April to the 
middle of June. Inactivity is greatest in May and early June. As a 
result of an intensive survey in Unao dist,rict it has been calculated 
that a peasant with a holding of three or four acres remaina idle for 
at least'l90 days, when there is no work for him either at home or 
outside. For the province as a whole we may estimate that the peasant 
is occupied, outside the more intensively cultivated areas, fQf not more 
than 200 days. This agrees with Mr. Darling's estimate of 200 work
ing days for the Punjab peasant. 

In those parts of the province where there is • aeficieney of ini" .... 
tion the cultivator m\l8t remain idle for yet longer periods which may 
extend ~ the whole of the agr'.cultllral season in years of deficien' 
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and irregular rainfall. Agai_n, agricultural employment is more con
tinuous in the well-irrigated districts than in the canal-irrigated lands 
or in the tarat. . 

362. Under-employment in sman holding8.-Further, if a holding 
is very small, (and the majority of holdings in the fertile and congested 
areas Qf the United Provinces are small), a cultivator's family is not 
fully employed, even in the busy season. In the slack season they can 
barely find employment in the field for one or two hours a day. 

363. Common subsidiary employments.-As we have shown else
where. the number of peasants who follow subsidiary occupations is larger 
than. is commonly supposed. With these he fills up his spare time and 
supplements the inadequate income which he derives from agriculture. 
For instance, in those areas of the province where a cultivator ordinarily 
possesses milch cattle and buffaloes, such as the Doab, the I\ultivator has 
less spare time than elsewhere, for his dairy work. Some cultivators work 
as labourers, others cut grass and fuel for the nearest town, others drive 
bullock carts or ponies and are petty traders; yet others make ropes, weave 
mats and baskets. .Gur-making, cotton ginning and tobacco Imanu
facture are also important occupations subsidiary to cultivation in areas 
'Which grow 'those crops. Hand spinning and weaving are also common 
pursuits. The village weaver in many areas still uses cotton grown at 
.home and spun by the peasant women. Crude tanning and the 
:making of shoes, leather straps and water bags are the secondary occu
pation of the Chamars; the potters make ea~hen vessels and the car
penters and smiths make and repair agricultural implements, bullock· 
.carts, etc. ' 

364. Fishing and agriculture.-Fishing, together with J:x>ating, is 
the traditional occupation of certain riverain tribes, the Kahar, the 
Kewat and the Mallah. It is a seasonal industry, for during the rains 
when the rivers are in flood and thd) lakes and jhils are overftowi~l 
fishing becomes impossible; and at tbls time the fisher castes take to 
agriculture on a small scale. In this case, therefore, agricul~ musi 
I>e regarded as a subsidisry occupation to the traditional caste industry. 
~he province possesses fish in abundance, not only in its rivers, lakes 
and jhils, but in its numerous artificial tanks and reservoirs; but the 
industry is disorganised, and a large demand for fish as food remains 
unsatisfied. There is ample scope for stocking on scientific li.oes: 
but little has been done, except by the Forest department, which 
has a trout hatchery in the hills, whence it stocks certain streams and 
Jakes. 
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365. The dairy industry.-Next to bis land, the peasant's principe.1 
asset is his cattle: his bullocks plough his fields, bi.s oows pro,"Ae him, 
with a valuable subsidiary income. But his animal husbandry is 
crude; ,and he is handicapped by two serious difficulties,-a shortage 
of pasturage and religious sentiment. Little grazing land is available 
in moat parts of the province; what there is has deteriorated as a 
il'esult of many years of excessive use. This has reacted on the health 
-and efficiency of the cattle, and indirectly, also of the men who own 
them. Yet agriculture, in India. as elsewhere, is economically impossible 
if the fodder of the working animals must be bought; and the fDl'm 
must provide it, either in the shaie of fodder crops, or of the bye-pro
-ducts of other crops, the straw and stalks (principally those of the millets) 
'which forllll' the bulk of the fodder supply. The result' is a close inter
Telation between the size of a holding, the class of crops grown, and 
the number and quality of the cattle employed; and it is this which 
.acounts for the violent contrasts between the ca.ttle in different tracts, 
from the costly and powerful animals on the large holdings in the 
'Western districts, where fodder crops are freely grown, to the miserable 
.and hall-starved beasts in the rice tracts of Azamgarh.(l) The small 
fanner has his own way of easing the fodder difficulty: he sells_ bis 
>ca.ttle in April as 800n as he can spare them, and buys new ones ill 
June, thus avoiding the expense of feeding them at the time when 
fodder and grazing is shortest.' 

Since fodder and pasturage are deficient, it is obviously uneconomic 
for the farmer to preserve useleBB animals. But here religious senti
ment intervenes. To kill bullock or oow is a deadly sin; the orthodox, 
'We are told, often ~bject to sale, even in the circumstances just described, 

, because sale is usually to a butcher and leads to the slaughter-house. 
'The result is that worn-out animals are preserved, to consume fodder 

,that is sadly required for the better cattle. And the number of such 
1S greatest amongst the aIDall cultivators who can afford it least: the 
-eattle-breeders maintain relatively few head of cattle. -Every cultivator who can possibly afford it, keeps a cow for the 
-eake of her milk: but with a limited fodder supply, it is difficult to 
rear calves suoceaafully, whilst the milk is deficient in quantity and 
poor in quality_ The sire is often that vagrant peat,the Brabmini 
'bull. On certain occasions, for instance at the death of the head of a 
family. it ia the custom to dedicste a bull as an ad of piety; and in old 
-times these animals were carefully selected and of a good clsaa. But 
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in these days the animal dedicated is generally selected for its worth
lessness; and this ~ncient rite, which was once a public service, ill' 
now a curse, which makes improvement of the breed almost impossible. 

Nevertheless, the peasant who possesses a cow has a valuable source' 
of income to supplament the produce of his fields. He is rarely able t(). 
sell th!l milk because. its transport generally presents insuperable diffi-' 
culties: but he sells it as ghi, and uses the curds and buttermilk for 
domestic consumption. In some parts of the province, indeed, the
~ale of milk is taboo'd in favour of ghi or butter. C') 

366. Special industries.-Certain tracts have specialised in certain. 
I!pecial lines. Carpet weaving is an ~portant rural industry in Mirza
pur district, 'in the villages which lie on the ancient pilgrim route t<>
Benares, Allahabad and Bindhachal. There are 500 carpet weavers
in Mirzapur city, whilst in the district there are ten times that number. 
Carpet weaving also exists in several villages in Jaunpur, Allahabad. 
and Benares districts. The dealers usually supply yam and dyes to 
the weaver, who gives advances to the journeymen workers. To the· 
Hindu weaving is usually subsidiary to agriculture, but the Muham
madan carpet weaver is not a cultivator. Other important occupations. 
are poultry-rearinl)' in Saharanpur, Muzaffarnagar, Bareillyand Bara 
Banki, cocoon-rearing and tussore weaving in Mirzapur, the collection 
and extraction of honey in the hills, and lac culture and shellac manu
facture in Mirzapur and Bundelkhand. In Mirzapur the Rhatiks,. 
Ranjars and Chamars in the villages of the Ganges valley breed turkeys,
a profitable industry. Flower gardening and scent manufacture have
flourished in the past in Ranauj, Ghazipur and Jaunpur, but are no'l1' 
decaying; oils and itrs are usually obtained from such flowers as bela, 
cOOmbeli, rOBeS, keora (screw-pine) and khaskhas grass, and command 
a large sale in the towns of Bengal and Bihar. In the sandy khadir' 
along the Ganges and other rivers, coarse grasses and reeds are found 
in abundance, and rope-making, ma1ting of baskets, chairs, etc., frela 
grasses or reeds are important subsitlary industries. String Cban) and' 
rope are made out of munj grass; the peasant women twist the ban and' 
the men make the ropes. Tat (sacking) pattis are manufactured out 
of hemp in such widely separated districts as Partabgarh, BareiUy, 
Fatehpur and Pilibhit; the Pilibhit pattis are regarded as the best. 
The Tharu women in the tarai also make fancy baskets out of kans 
grass and wheat straw. Sheep are reared in the submontane tract" 
and in Bome districts of the north-west; and their blanket weaving is 

I') Eoricl.nco, ..,1. n, p. 949. See also Chapter V, palllll""Ph ll/H(d), to< -
hypot.hf'Clltioll cf alii. 
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famoui, though it is mostly in the hallds of the pastoral castes. III 
many districts the Gadariya women spin wool, while their husbands;. 
weave during spare hours. The hQmespuns of Muzaffarnagar, Meenlt 
and Almora have acquir~d Bome distinction. ItI the Bhotiya region of 
Almora the men spin almost. unceasingly, whilst it is generally the women. 
who weave. In Jaswantnagar in Etawah the women weave cl!lth and! 
the men size it; but usually the men weave, and the women spin and size, 

367. Fruit and tlegetables.-The province grows numerous varieties 
of fruit,_pples, pears, plums, cherries, figs, apricots, peaches' and: 
oranges in the hills, mangoes, melons, guavas, jack fruit, pineapplea 
and plllntains in the plains. Many districts are famous for particular 
fruits. Benares, Lucknow, Bareilly, 'Fllrrukhllbad and Hardoi are noted: 
for their mangoes, IJucknow, J Bunpur and Shahjahanpur for their 
melons, Bara Bnnki, Gorakhpur and .the \:Iill districts for their oranges, 
Pilibhit for its pineapples, various western districts for their lichis and: 
loquats. As for vegetables, there is scarcely a ville,ge in the province
which does not produce enough for its own consumption; but market 
gardening on a large Bcale is rarely fOllnd except in the vicinity of 
tOWllS. 

868. Fruit farming and preser"ing .-Though the province is rich 
in fruit, yet outside the hills, where a few orchards are managed on 
scientifio lines, it possesses little or nothing that can be called "fruit 
farming." The fruits of the plains. are still grown in accordance witlJ. 
traditional pra.ctices: selectiol), breeding, storage, packing, the control! 
of disease are all of the most primitive kind, and the fruit is more than 
half-wilJ. Yet its luxuriant yield proves that there 'is a future for 
scientific fruit farming. If it is ever to be developed, the A.,crricultura.l! 

. department most' give the lead, both by demonstration and rrecept, 
and will undoubtedly need an expert staff for the purpose. But fruit 
farming on any large 8("ale is rather a substitute for agriculture than sub
sidiary to it,_ major indust.ry, and as such somewhat outside the scope
of our inquiries. The preserva.t~n. of fruit similarly is rather subsi;
diary to fruit farming than to .... crriculture. During the war, the Gov
erDlnent st~rted a jam factory in the hills: it sold it to a private firm 
some years ago, but in their hands it proved a failure. The making
of jams is a minor industry in the hills: the good quality of these "hill 
jams" is well J."IIow:n. . . 

869. 'AI a~ke' gardening.-V 1!,,"EIta.bles are perishable: Bnd the mar
ket gardener must eilller command rapid means of transport, or 
else live in close proximity to his market. This explaills why markel 
gardelllllg on a considerable scale is common ollly in the neighbour-
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'hood of large towns. In one of our survey reports(') will be found an 
interesting account of a market gardening village near Benares, and 
.cJose to the railway. The prinCipal caste is the Roiri, famous for its 
-vegetable and fruit farming: the average holding is less than 2 acres. 
But they grow little of the staple food crops, and make large pro. fits 
-out of frnit, vegetables and flowers. Their fruit they sell in places as 
.distant as Lucknow, Patna and even Lahore: their flowers are bought 
by the manufacturers of perfume in Jaunpur and Ghazipur: their 
-vegetables go to the ~enares market. Some of their' estimated profits 
are Rs. 175 per bigha for a lemon orchard, Rs. 80 per bigha for a field 

·of roses or potatoes, Rs. 60 per bigha for a field of brinja/ (egg plant) 
·or of jalsa (grewia asitica). And for wheat the profit is Bs. 12 per 
iligha. 

There are some who see in market gardening a solution of the 
,problems of the uneconomic holding. It is, no doubt, true that an 
.acre of vegetables or fruit is worth from five to fifteen times the value 
of an &ere of wheat, and that atl area which cannot support a culti
'vat~r of the ordinary staples, will be ample for a Roiri. Nevertheless, 
it is useless to grow garden crops unless they can be marketed; and no 

;great expansion of market gardening is possible in the rural tracts 
until communications and means of transport between village and town 

:have been greatly improved. 

370. Poultry-jarming.-During the last eight or ten years much 
'has been done to improve the poultry of the province; but much more 
remains to be done in the way of propaganda and demonstration in 

"the countryside. The United Provinces Poultry Association and the 
:Etah Mission Farm, both of which have received government support, 
have already done much to improve the breed of the cOQntry fowls, and 
eggs produced in certain parts of the province are at least 1- onnce 
larger than the eggs found in othel? provinces. Methods of preserv~ 
·tion of eggs should also be taught B> the peasants. The association, 
which has done excellent work, is in close touch with the countryside, 

,and already poultry-farming, where it exists, is a. valuable side line for 
,an enterprising peasant. But unfortnnately poultry are regarded by 
many of the better castes as unclean. 

. 371. The use of power in agricultural industrie~.-Smal1 sugar and 
-oil presses, rice hulling plants, tanneries, dairies, tobacco and lac factories 
are springing up here and there, generally without any assistance from the 

;·government. The Industries department can assist materially by experi-

(.) Evidence, vol. II, pp. 188 '" '"'I. 
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ment, by expert advice regarding machinery and processes, and by. 
diffusing information regarding such matters as marketing and competi
.tion. Modern sugar factories, such as those in Gorakhpur, should grad
ua.lly 8upersede the primitive ~mplements and processes now in use in this. 
province. The primitive BUp with which the cultivator now husks. 
paddy and the primitive kolhu in which oilseeds are pressed should 
both disappear in favour of power.: and a co-operative society could 
undertake no venture ,more useful than the provision of an engine to
ron well-irrigation, sugar.factories, rice and oil milia together. 

. 8711. 'Hydro-eleotric dellelopment in the United Prollince8 and oil-
lags indmtrie8.-The Ganges Canal hydro-electric scheme which is now. 
nearing completion will supply electricity in 611 towns having a popula
tion of 6,000 and over in the districts of Moradabad, Bijnor, Ssharanpur, 
Muzaffarnagar, Meerut, Bulandshshr, and Aligarl;l. Eight towns, 
Roorkee, Saharanpur, Hardwar, Meerut, Moradabad, Ghaziabad and 
Hapur o.re already electrified; the rest will be electrified by the end of 
September, 1930. 

In addition to the supply of power for domestic purposes provisiOQ 
has been mOOe for a cheap supply of· power for agricultural and 
industrial purpoees. This is likely to stimul~te existing industries, which 
at present are being worked with costly oil engines, and also enable neW" 
industries to be st84'ted. Applications for power have already been 
received from seven existing factories; others will follow suit. 
Industrial power is being retailed at the very cheap rate of one 
anna per unit, and landlords and tenants are taking advantage of it 
especially for pumping water from open and tube wells. HundredS' 
of applications have already been received; and it is proposed io giVIl' 
low tension current at the centre of any group of at least eix wells,_ 
from which distl'ibution lines will be taken to the individual wells. 
When the cultivators are too poor to purchase pump sets, it is proposed 
to instal and ron these at Government expense and to' charge the 
cultivators a small extra 'hite per unit for the service. To demonstrate 
the advantage of this echeme Government have made a successful
e:a:periment with a group of eix wells which have been titted with pumps. 

In addition to these small pumping echemes canals are being
constructed to distribute water which will be pumped by electricity 
from the Ramganga river and the Kali N adi in Moradabad and AligarJi 
districts, respectively. Neither of these rivers have previously been-
used for canal irrigation. . 

In the towns of Hardwar, Saharanpur and Roorkee, which have
been electrified for IlOIDe time, there is already • considerable demana: 
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for power, both domestic and industrial. The consumption of domestic 
-electricity is about 5'3 units per head of population and of industrial 
-electricity about 3'3 units per head; and both demands are steadily 
increasing. These figures, together with the number of applications 
for power that are being received, .show tha~ there is keen demand for 
.electrical power, both domestic and industrial. The scheme is highly 
promising: and the" assistance of co-operative societies or government 
in providing the cultivator with credit to buy machinery when he needs 
·it will go far to ensuring a greater and more rapid success. 

The total cost of the electric supply scheme is estimated to be 
flome Rs. 90 lakhs and that of the irrigation pumping schemes some 
:Rs. 26 lakhs. 

373. IntTodulltion of new and expansion of existing induatrieB.
"¥any . small industries are followed in the province of a type suitable 
·to provide the cultivator with occupation for his spare time. Many of 
,the so-called Benares toys and lacquer wares are made at Abrama from 
wood found in the Mirzapur jungles. Four families of potters at. 

'Chunar tum out the well-kn0ln artistic pottery of that place, whilst' 
"many find remunerative employinent in the manufacture of 8urahis, 
.gharas, handis, etc. Lac and papieT mache toys are made at Budaun, 
"Meerut, and other places; fancy pottery at Bahadurgarh in Meerut 
:and at Nizamabad in Azamgarh; bead curtains of high artistic excel
:Jence at Soron in Etah; and glass bangles at Jalesar in Etah, Fateh. 
"pur and Firozabad in Agral Oils and itrB of Bowers are made at Ghazi. 
'Pur, Ranauj, J aunpur and other places. Carpet weaving is a Bourish
"jng industry in ,Mirzapur, Jaunpur and Benares, blanket-weaving in 
" Muzaffarnagar, Meerut and the Bhotiya region of Rumaun. Basket$ 
,and fancy fans are made at Phulpur in Allahabad district. Despite 
~ complete lack of organisation, all these are thriving industries with 
established markets, which in some cases are overseas. There seems 
no reason why these or othe~ similar industries should not be intra

·duced into parts of the" pr6vince ",here no such industry at pre~t 
-msts,-provided, of course, that t~ requisite materials are available 
"in the locality. All these industries, new or old, stand in need of or
,ganisation. They require guidance in the selection of designs and 
processes, assistance in obtaining suitable tools in marketing, in the 
diffusion of market intelligence, in the advertising of their wares. 

"Here again is work for the Co-operative and Industries departments,
"Work of the utmost value. For it is only by the introduction of new and 
the development of existing industries that the heavy pressure of popu
lation on the soil can be reduced, the poverty of the small holder re

Jieved, and a higher standard of living brought into the countryside. " 
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374. Rural industries as stabilising agriculture.-The Development 
Commissioners in England recently reported that the ma.,anitude of the 
results achieved in Germany in the development of ruraJ industries was 
due not so much to coercive action on the parl of the State in shepherding 
these industries, or to any direct or indirect assistance from tariffs, as to 
the steady and strenuous diffusion through specially created services of 

.lIdvice, information ILIld educlltion. Many industries, however, were 
I'crellted" by Stllte-aided action; for example; watch-making in 
Saxony ILIld the ma.king of pencils in Bavaria. Thus new industries 
have been introduced on II large scale in those districts where such 
introduction was most advllntageous. A system of farming combined 
with industry, which gives regular employmen~ throughout the 
yell!', enables the a.,"l'icultural countries of Europe to maintai51 a density 
of 200 to 300 persons to the square mile. In our province, where the 
density is from 500 to 900 in the river valleys, and where agriculture 
cannot normally employ the popUlation for more than seven months 
in the year, the need of rural industries as a subsidiary occupation to 
agrioulture is far greater. For a stlly-at-home populatiOli like ours 
enforced idleness during a year of scarcity is a paradox, which indicates 
that lack of ballLllce of occupations in the IndilLll village which Famine 
Commissions have repeatedly sought to remedy. 

875. Finance of small rural industries.-The finance of these small 
rural industries is not distiuguishable from rural finance generally. The 
moneylenders are the Bame and so are the methods, and this will conti
nue in any scheme of reorganisation. The co-opel'l~tive movement, whe
ther its energies are directed to supplying the credit or the general needs 
of the pensant. must include within its scope the subsidiary as well as 
the main rural industry, for the two are inseparable. 
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CHAPTER X. 

ORGANIZATION AND FINANCE Oil SMALL URBAN INDUSTRIES. 

376. Decline of the small industry.-One of the unfortunate featurelt' 
in the economic history of the province is the decline of small industries. 
Several factors have, contributed to this decline, but the most important 
is that handicrafts have remained unaffected by modern progress whether 
in applied science, in economic organisation or in means of transport. 
Even now, in those areas where the market for the handicraft pro-
ducts is limited by inadequate communications or insufficient demand. 
there has been little differentiation of function, and the artisan stilt 
purchases ltis own raw materials, works for the local market and him., 
self sells his own goods. It is true that, thanks to the absence of com
petition, to the limited needs of the consumers, to the relative simpli. 
city of the economic organisation, and to the fact that he has usually some
subsidiary Il,ource of income (generally agriculture), the cottage artisan, 
working on his account with his primitive tools, here and there with 
the help of apprentices, generally with no help save that of his family, 
has been preserved from actual extinction. But if the craftsman still 
exists, the craft itself is often moribund. 

Wl7. A" illustration from weaving.-In the villages the artisan 
lacks credit and marketing facilities, and his products seldom 
improve beyond a certain standard. Nearly every artisan works on hilt 
own account. There is little division of labour. Whether the artisan 
plies his own craft throughout the year or not depends upon the demancI 
for his goods in the village or in the periodical markets, and the amount 
of capital that he can secure from the village moneylender, On th" 
other hand, organisation improves with superior craftsmanship and th" 
products command a wider market. This may be 'iIIustrated from 
handloom weaving, which sypports nearly a million of people in this 
province. The village 'waavers obtaiit homespun yam from the woniJn 
or, occasionally, in the periodical markets, and charge no more than 
the price of their labour for the' garha cloth which they make. Cloth 
which is not sold to the village is brought to the market and sold at 
whatever price the weavers can secure, simply because they cannot wait. 
If the cloth remains unsold,the weavers must remain idle for lack or 
money to purchase yam, (1) In the important centres of hand-weaving 
industry; such as Tanda, Moradabad and Bareilly. the yam and cloth 

• 
(1) Coarse cloths. gOTha and gm, are WO'geD ill all plaiM districte. The finel" 

dotha are woven mostly, though not; altogether. in the eastern dittricU, part1r for' 
aimatic, partly for historical rea&ODl. 
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dealers' finance the artisans in the cottage. l'he weaver purchase" 
yarn from the dealer on credit, and sometimes gives him woven cloth. 
Sometimes he sells the cloth himself, either in the market or t-o ~ 
cloth dealer; ~ometimes he hlLllds 'over his cloth to the yarn dealer and 
80 pay. for his yarn in cloth. Sometimes he borrows not from the 
dealer in yarn but from the dealer in cloth, repaying him in cloth. In 
Tanda and Mo.u, and also in other centres, the roaster artisans some
times employ a number of j01n.neymen weavers, supplying them with 
looms and raw materio.ls, and paying them piece wages. They sell the 
cloth -to the deo.lers, with whom they keep ~ runrling areount, or to the 
market directly. 

878. In the weaving industry the middlema.u, whether ,be. be yarn 
or cloth dealer or karkhanadar, becomes indispensable because of the. 
isolation and poverty of the artisans., The &ame is true of many orban 
crafts-diJferent brlLllches of wood and iron work, cheap pottery. Dial: 
and basketmaking, shoe making , bamboo furni'ore. dyeing and print
ing, cotton and· wool spiuning and weaving. As the industries develop 
variety or distinctiveness, the middleman slips in and supplies the arti
sans with raw materials with the object of obtaining cheaply their 
manufactured goods. This, no doubt, ultimately leads to the extension 
of markets; but isolated and unrelated industries lend themselves 
easily to exploito.tion by middlemen. . . 

379. The above tendency is universal. In a large town or city 
there is scope both for an extended market and large variety of prodnc
tion, involving specialisation in induStry and in trade. The patronage 
of the nobility, the desire for luxuries among an ease-loving public,. 
the religious obligation to purchase particular varieties of- gonda, the 
hereditary skill IUtd dexterity of particular castes or groups of artisans. 
all these hue contributed to the del"elopment of handicralts and indus
tries of luxu~·. But tile economic status of the artisans has nol im
proved; indeed, the greater the demand for art warea or the cost of 
their raw materillls, the stronger is the grip of the middleman or ilie 
capitalist on the artisans and tbeir work. • 

380. T!IP~8 .of middlemna in ..,.balt j"du8triu-(a) Tb itin_e 
eeai",.-'l'here are varioU6 typea 01. middlemen. There is, firstly, the 
itinerant dealer who supplies raw IOateriala *0 the artisans. The maG 
fllmiliar i.nstance is the tl"llder who supplies yaru to the weaver in his 
cottu,,"e. and /lives him piece '''llge~ or deducts a oommission whell he 
takes over the finished product. In hI8Ilkel-~ving the dealer 88pp1iee 
ready spun yarn to Ihe kalllG/ia and collects from him the finished goods. 
l~ven ill carpet-weaving dealers and firma -n, ad_ cash ancI 

16 
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sometimes yarn to the weaver ,and afterwards take .over the finished 
product. Similarly, the trader in needlework and embroidery goes to 
the homes of the women workers, supplies them with cloth and thread 
and pays them wages at rates previously arranged. Such dealers either 
work with their ~wn capital or are agents of lsrger dealers. Much of 
the fine embroidery (chikan) of Lucknow and some part of its gold anu 
silver thread work (gota) is controUedby one or other of these, classe~ 
of middlemen. 

381. (b) The karkhanadar as (i) his own financier and (iJ) aI can
tractOT.-Sometimes again the middleman is himself an artisan who 
has grown rich and employs his fellow artisans either in his own estab
lishment, the karkhana, or in their homes. In Benares, for instance, 
the karkharnidar weaver supplies the artisans with the raw materials, 
gold and .silyer threads, yams and dyes, and even with the looms, when
they work in the karkhana. Some karkhanadars are also yarn dealers. 
Similarly, in the metal industry of Moradabad and Mirzapur the
karkhanadar supplies the metal sheets and implements ·to the artisans, 
whether they work in their own cottages or in his shop, and himself 
usnally buys these sheets from other middlemen on credit. 

382. In Lucknow in the zardozi, kam.dani and chikan industries 
the karkhanadar is similarly well established. He snpplies materials to 
the craftsmen; in the case of the first two crafts they usually work in 
his establishment, whilst most chikan workers work at home. These 
materisIs again are supplied to the karkhanadar by the dealers 'or maha
jans. But it is ~he karkhanadar who undertakes all the risks of the 
industry. The implements are few and simple-a needle and a pair.of 
scissors; each artisan brings these with him every morning to the shop. 
But the heavier i!nplements such as the karchop, the stool or the hand 
machine for embroidery work are appurtenances of the karkhana itself. 

383. Similarly, in Agrs there l\fCl karkhanaa for the making of shoes, 
carpets and stoneware, where the artisans are employed by the katl.1w
nadar8 at the lstter's risk and re~nsibility. The lsrge dealer here 
does not usually finance the industry, but only buys the finished pro
ducts at wholesale rates. Sometimes the karkhanadar himself is 
in debt to the dealer, and being obliged to sell his finished goods to 
his creditor, cannot obtain a fair price. 

384. The position is, briefly, that the karkhanadar in some craftw 
combines the roles of master artisan and financier. and.in others is a 
mere contractor. Indeed, in no handicraft or industry where the cost 
of'materials is high can the artisan or the karkhanadar do wilhou .. the: 
Allancia.l aBBistance of the large desler or the mahajan. 
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885. (0) Th!J large dealer - ei) Q8 jinancier.-The large dealellor 
the mahajan is indispenBSble .in the financing of such industries as 
the silk-weaving, the gold and Jilver wire-drawing and Ule .brass and 
oopper work of Benares or the gold and silver embroidery of Lucknow. 
Both in Benares and Lucknow middlemen of this class usually suppl: 
fhe raw materials to the karkhanadars or to individual artisans; but 
the artisan who works at home is rare in such trades. The' materials 
are too costly for his pocket,-the silk of the Benares silk-weaving in
dustry, the silk muslin of Lucknow's kamdani, the BStin and velvet of 
zardozi, with (in each case) gold and silver wire. Moreover, unless' 
he has a large fami.1y to help him, his progress will be slow; and delicate 
material is not improved by long handling. The work, accordingly~ 
is ooncentrated in karkhanaa, whereby the mahaian gains a distinct 
advantage. His risk is reduced beCause the karkhanadar bears all losses 
due to unpaid advances and wastage of raw materials, and also ensures 
a standard quality in the outtnrn. The workshop system is prefer" 
able in these industries, not because they require a more elaborate 
division of labour than is possible in the home, but because it ensures 
greater economy in the purchase of the raw materials, greater efficiency 
in their handling, and control' of output to correspond with a seasonal 
demand. It is these advantages which explain the, widespread ten
deJicy for these industries to drift from the home to the small work
shop. 

llB6. The large dealer (is) IJ8 /l co-ordill/lting agent.-In those in
dustries, however, where the processes of manufacture are 80 specialised 
that they cannot be undertaken by the BBme set of artisans either in 
their homes 01' in any karkkana, the large dea.1er who supplies the 
artisans with the raw materials co-ordinates the different branches of 
production. His functions, in short, here combine those of the financier 
and the karkhanadM, The brsss and copper industry, for instance, 
is organised in variouB ways in different cities,-Benares, Mirzapur; 
Moradllbad, Farrukhabad and Lucknow. Sometimes the mahajtm 
supplies the raw materials to the kark1lanadM, who pays his own work
men, usuaUy at piece rates, and obtains payment from the mahajart 
for the finished article by weight. Sometimes the lcarkhanadar is his 
own capitalist, conducting his business with his own money and selling 
his wares to dealers and merchants. Sometimes, again, the art!sans 
work at home, obtaining the raw materials either from the brkhlm .. ti ... 
or the lD.rge dea.1er. In Moradabad and Lucknow, however, the manu
fllCture of the various pe.rta of varioos utensils, together with their 
engraving, tinning (qalas) and polishing form distinct operst.iIllll1, ~h 
~ed on' by • different family of utisans: and • vessel passes from 
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one' family to the dealer, and from him .0 another family, until it is 
'rompleted·. ill: FarrukhabBd, on the eontrary, the same family of arti-
1;aDS c~..es <iut all the- processes from moulding to polishing. 

38'1. Causes of the. l/reflalenee 0/ middlemen.-The control of the 
large dealer over an industry, therefore, depends not merely upon the 
cost of materials but also on the need for co-ordinating specialised 
functions. A specialist can only command special remuueration if he 
forms an integral part o~ all organised whole. No doubt the mahajan, 
by regulating the supply of raw material in accordance with the demand 
for the finished article, can control the conditions of the specialist's 
employment to his detPment; but without the mtihajan' 8 intervention 
production would be disorganized and could not command the sale~ 
:which an organised industllY can secure. 

Another type of industry which only a middleman can handle -i. 
that which involves lengthy technical processes, for no small artisan can 
afford to lock up his capital for so long. Then the mahajan or karkhana
dar intervenes with his workshop, and the artisans work on contract 
wages. An example of such an industry is calico-printing. In Luck
now and Benares the karkhanadaf' himself finds his own capital, em
ploys the artisans on piece wages, and disposes of his products at ~'hole
sale rates to la.r~e dealers. In Farrukhabad the whole of the calico
printing trade is in the hands of the Sadhs, a sect oC Hindus. Tlle 
Sadhs employ the artisans, both Hindus and Muhammadans, and dtl31 
directly with the large wholesale firma of London and Paris. Similarly, 
in Tanda the ind1l8try is in the hands of the karkhanaOOf'8 who employ 
the artiaans on piece-work wages. Though some of them have their 
own shops in the bazaar the trade is mostly in the hands of /urge 
dealers. 

388. Yet another cause of the prevalence of the middleman systelD 
is the aeaaonaI nature .of 'the industry. All crafts, such aa zaTdozi, 
kamdani, chikan and calico, labour -lInder the special disadvantage ~Iat 
they show an exaggerated alternation of overwork a.nd un
employment due to the fact that they satisfy occaajonal or seasonal 
needs. For instance, it is only during the winter that there is any 
demand for ailk and cotton liha/8 (quilts); it is only during the sumIDer 
tha.t there is any demand for chikan ropia, dupatf& and other light 
wearing appareL Festivals and the marriage season alone can create 
a prisk demand for za,.dozi aDd kamdani work. For the rest of the year 
the demand is at best sla.ck. Thus the workers who have no staying 
power are completely under the thumb of the karkhalUldaf', who keeps 
'hem alive by advances during the dead _ when the Mrkhanal .... 
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, 1101; 'Working. It is this which is the principal cause of the preva.lence 
, of baqidari (arrears) in these _sona! kades. Irregularity of employ
ment. again. weakens the ha.bit of saving amongst artisans who are 
mostly illiterate; whilst the karkhanodar. whose financial position is 
rarely Buch that he CUI afford to lock up bis capital during the slack 
ilIla80n. is in his tum entirely dependent upon the _haian. 

389. Relations between karkhanadar8 and the worker8.-Thus the 
karkhanadar in zllrdozi and kamdalli in Lucmow. Jlareilly. Agra and 
Benares. who bas risen to the position of employer from that of IIoIl 

oMinary artisan. may be regarded u.s a contractor who getl his supplies 
of cloth and wire from the gotawalas. who receive his products and 
n.ppropriate 6 large part of the profits. As an example. we guote a c_ 
in a k_dani ehop in Lucknow where a. gotawala. baving supplied the 
ra.w material worth from Re. 1 to Re. 1i. paid a karkhanadar ).2 annas 
per tolll' for work which he sold at Rs. '2 to Re. 21 per tola. On the 
other ha.nd. the karkhanadar paid to the artisan no more than 10 &Dnas 
per toill. 

390. Secondly. tbere is small room for art in a system in which 
t be wa",aes paid depend on the weight of the gold or silver wire used in 
the work. It is true that sa/mil embroidery. if it involves greater skill. 
also involves a. greater weight in the wires worked, and thus there is an 
automatio adjustment of skill to wages. Bllt the level of cra.ftsmanship 
must always fall when the gotaICal1l pays for his products on a standard 
of weight only. while the karkhanadtlr in his turn remunerates his em
ployees 011 the 88me hasis, irrespective of quality. The result is a 
largs volllme of production of an average quality, which offers no 
aoops to individual art and workmanship. 

391. Both in .ardon and kamdlJfl; work the 1carkllaMdar gives ad
vances to his workmen, who cannot seek employment under another 
u.ntil the debt is repaid. To some extent. therefore. the artisan is in 
a state of economic bondage. On the other hand. these advances reduoe 
the inconveniences of seasonal unemployment_ They are given 0II1y 
to the regular hands. It is only in cases of emergency that an employer, 
when engllgiug a fresh hand, will pay up the latter's debt to his former 
enlployer and repay himaelf by deductions from --.,aes •. :rbe artisan has 
no reason to cowplain of ill-treatment at the banda 01 his employer 
who ~eeps him ~'Oillg by these advanoes.-OIl which he charges no iBtens: 
POS$IW" the employer makes this up DB his wages, blR, at all _tao 
~e ~18B1I gets bener terms fnIm his empla,er than. he would from aD, 
,181J4., • 
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':392.· ..4.: chain"of typea.-SpeaJring of ,the lmndicraftsman in France 
·.Arthur Fonta.ine, the well-known authority' on the small industries of 
that country" wrote: "Like. vegetable and animal species the 
various economic categories are connected with each other by inter
D;!Eidiate links which cannot be classified with any certitude and which 
help to make of the series of types what is practically a. continuOUll' 
chain." The ,same chain can be observed in this province. 

(1) There is the artisan who deals directly with the consumer and 
works with ma.terisl which the latter has supplied on a. piece-wage 
system. -

(2) Other artisans receive advances of cash or raw materisls from 
itinerant middlemen who take oVllr the finished products. This is the 
most familiar type. Among industries conducted on .this system may 

, be ,mentioned weaving, of aU kinds, including carpet-weaving in Mirza
pur and' other places, blanket-we;l.ving in Muzaffarnagar and N ajibabad, 
ebony-carving at Nagina, chikan work in Lucknow, and gold and silver 
,embroidery in Benares and Lllcknow. 

(3) Another type is the artisan who works in a karkhana under, a 
.master artisan (1l8tad), being supplied with raw materials and often with 

'tools. The karkhanadar may himself be dependent on the midaleman 
or large dealer, or he may be his own' financier and deal directly with 
the general public. This organisation is commonly found in shoe
making, artistic, ,pottery, wood-carving and silk, carpet pr blanket-

, weaving. Whenever a cottage industry is in the hands of a particular' 
'caste, it easily assimilates itself to the workshop" system; the 
karkhanadar, an artisan himself, provides the necessary tools, employs 
his caste-fellows on piece wages, and himself arrange,s tbe sale of the 
finished products: ;.It iii a ilm:vival of the medireval guild. 

• 
(4) In some crafts the karkhatfadar has not risen from the art!{ton 

class, but is, a mere capitalist who °has invested his &avings in the 
business, Such is the position of the big furniture dealers in BareiIly 
who 'run workshops in which hundreds of carpenters are employed on 
piece or daily wages. ' . 

, (5) Again, ·the karkhanadar may becoDle the contractor or sub
employer working under the large dealers, who advance him raw 
materials and collect the finished goods manufactured by the artisans 

'employed by the former., This systeni is found in the lace, the gotIJ, 
the gold ana silver wire and allied industries in Agra ana Lucknow; 
to80me ext~nt in the silk-weaving industry of Benares, iJ;l thebl'll8ll. 
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aron and copper work industries in most centres, in the dume-weaving 
.of Agra and Farrukbabad and in the calico-printing, of. Jl'arrukhabad. 
Lucknow and Tanda. ' 

fll) Las~ly, there are industries in which there is no karkhanada.",: 
ibut the dealer or middleman supplies raw materials, to the varioUEI 
branches of the industry, finances and oo-ordinates t;be manufacturing 
processes from stage to stage, and finally disposes of the. 'Wares. Thill 
kind of organisation is found in certain metu.l industries. 

898. An illustration from embroidef'!/.-In recent' years there' 
have been important changes in: the organizu.tion of the chikan 
industry, which is carried on in Agra, Meerut and Amroha, as well as in 
Lucknow, its traditional and still its principal home. It used to be 1\ 

• workshop industry; but with changing fashions the demand haa 
decreased. the quality of the work has degenerated (for which degener
ation the invention of a stitching machine some years ago'is partly res
ponsible); most karkha1lG8 have been closed, the few which remain are 
of small importance; u.nd the control of production has passed, almost 
entirely, into the i)ands of the middleman, the agent of wholesale and 
retail dealers. who deals directly with the artisans, most of whom are 
women and work at home. 

894. The economic status of the worker has suffered in this process. 
In the first plu.ce the workmen of a karkhana can unite against their 
employer, if need arises; but neither the purdanashin Muhammadan 
women in Luckuow. Amroha and Agra nor the Khattri and Kayasth!l. 
women in Meerut who work in their own homes, with each of whom 
the middleman deals individually, can resist effectively if the middleman, 
by this subterfuge or that, should reduce their wages.(·) Secondl". 
lhe purdah system makes it difficult to adjust wages to standards of 
(mftemanahip. Thirdl" , there are in the industry both full-time and 
part-time workers. The former are principally men, the latter prin
<lipally women. The spare time workers are aatisfied with almost any 
remuneration. which on the one hand bringa down the wages of the 
full-time workers and on the other compels the part-time workers to over
strain themselves by lu.bouring long hours at night. Fourtllll/. there are 
• number or workers amongat the peasant women in the villages around 
Lucknow who are content with even lower wages than their sisters in the 
city. The result is a. relentless competition. which lea.ds to weary hands 
and half-blinded eyes. possibly even to diaease and death. The fine 
and delicate workmanship which ,,"ikon embroidery demands involves 

, f')'" - ... of --. ,_. r..tlo.n.,. .. tile ....... of ~ _ 
' .. - ..... -..rrod Do \be ~ iDd-.... of x-aow _ _ .- \be oilIt _ .. 
___ 01. II!o IaUow 11_ -, --
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&" terrible waste of human material. Lastly, the status of the chikMI 
workers· is affected· by certain peculiarities of the industry itself. 
Several kinds of stitches are often required for the same piece of em
broidery, whilst few workers know them .all. The result is that the 
same piece of work passes from hand to hand before it is completed. 
In the karkhana that would make little difference since every individual· 
artisan would be able to gauge for himself the value of his own work· 
and see that -it was paid according to its value. But in the present cir-. 
cumstances no single worker, save the last, ever sees the finished article 
or can. estimate the exact importance of his contribution to it. The 
D!liddleman, therefore, has an opportunity to exploit his ignorance, and is 
said to take full advantage of it: The quality of the work is 
also affected by this peculiarity. Plans and patterns are printed 
on the pieces. The pieces themselves are shaped by one hand and • 
stitched by several different hands in succession. Though the result is 
undoubtedly an increased .outturn, yet the work becomes purely 
mechanical. Craftsmanship is reduced to a minimum and the crafts
~~ from an artist has be.come a mere stitching machine. 

395. In short', the chikan industry, which employs some 50,000 
women and 5,000 men in Lucknow;has sunk from its former high posi
tion amongst the handicrafts, and is now the most notable instance oC 
disorganised industry in the country. The workers, scattered about the 
city, are hopelessly subservient to the middlemen, who secure employ
ment for them ap.~ dictate the standard of production and the scale of 
wages wlth little regard to the worker's skill or dexterity. Even for the' 
best pieces of work, undertaken for firms in Calcutta and ,Bombay, the 
average wage would not usually exceed Rs. 10 or Rs. 15 per month. 
The disorganisation of· the industry is reBected also .in the different 
methods by which the workers are paid. Thus there are some mer
chants who employ workers on V. monthly salary. Others pay An 
an average calculation of sets of articJes; others, again, pay according't, 
the number of threads inserted. Occasionally workers embroider pieces 
at home in the day-time and hawk them about the stree"s in the 
evening, selling at prices which mayor may not be remunerati"e. 

396. The economic status of the artisan.-The various types of 
industry which we h~ve just described differ principally in the position 
of the employer: but the position of the artisan is much 
the same in every industry. Whether he pursues his craft 
at home or in a. workshop, whether that craft is regular or 
seasonal, whether he is capable of eompletin~ all the proce8883 of pro-
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duciion hiD~elf 01' makel a speciality of any single process, he is not a~ 
0. rule working on his, own account, but" works for and at the behest 
of some middleman, whether be 'be wholesale dealer or 'karkhanad,Jr. 
It is on this middleman that he depends both for the supply of ,I,ia, 
raw material and for the tnorketing of the finished article. He may-be-
1llo..~ter of his own time, but whether that time is fully occupied or not 
dopends on the requirements of his employer. Whilst the middlemar... 
prospers, he must regard himself as IlIcky if he secures a living wage. 

897. lmportatll'e of 80me 8mall-aca1e itldustrie8.-There are still' 
small industries in this province which do a large volume of business., 
This is coutrary to the poplllar belief, which is apt to regard cottage· 
industries as doomed to extinction by large scale production. The prine' 
ciplll cause of this belief 'l!,pears to be the pessimism engendered by the' 
decline of haudloom weaving ,-once one of the most 'important in., 
'dustries in India-, as a result of competition with the ,mills. Yet that 
decline is not so great as is often supposed. Even at the present day 
the cottage weaver is said to produce nearly 80 per cent. of t~e cotton 
doth consumed in this province; snd though this proportion may be less, 
than in other provinces, yet the industry is not even dying, let alone' 
dead. (') Indeed, the cottage weaver can hold his ground o.gainst .the
mill both in the finer and coarser cloths. Competition arises only in. 
respect of cloths of medium quality, The handloom in fact not only
prodUClt8 g'OOd. which the mills C6nnot produ<'e, but use8 yarn which ia, 
useless f01' the power loom. and so consumes the surplus stock of yam. 
Cottuge weaving it still the most important of subsidiary industries in. 
the rurslllre8~. and gi\'es employment to the large>:t group of artiaans. 

800. The pessimism born of the decline of handloom weaving is un
fortunate, for till recent years it haa genernlly stood in the way of any 
constructive efforts to organise cottage industry g.merally. Yet much 
can be achieved by State aid and supervision, as German experience 
proves. In that country, thanks to the SIate'a economic policy, small 
&cale indu.tries employ about two-fiftha of the entire industrial popula
tion Bnd more Uum 90 per ceut. of the industrial cstabliahnlents. That 
policy covers not"only problems of machinery but of marketing and p~ 
duce, not only technica.I but commerei~ b'llidance. n hl\8 to be
a~mitt~ t~18t the conservatism and illiteracy ot OIlr ariissns are seriou 
d~cultlE'S IU the wily or modern organisation an! progressive propaganda.. 
1\ 18 also tnle thftt of recent years the Indusmes department has do_ 
much to improve technical and industrial kaining. Hoi if our smaU 
industries aloe to become "'hat they have been ill the pasl, mueh stiU 

"l 
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:remains, to be done. This is especially true of the artistic side of in
.dustrial education. There has been a tendency to concentrate on the 
·commercial aspect, to teach the artisan how to produce the thing that 
·will sell rather than the thing which is worth buying. The high 
,standards of Indian craftsmanship have been lowered of recent years as, 
.a result partly of the artisan's own ignorance, partly of the deterioration 
in public taste. The beautiful old traditions of Indian art are being 
forgotten; its beautiful old designs are being replaced by meretricious 
trash, for such trash appeals to the foreign tourist, seldom able to dis
,criminate between good and bad, who is satisfied with any scheme of 
,ornamentation so long as it contains a sufficient number of gods and 
,goddesses, of elephants arid tigers and lotus flowers. It only remains 
,Cflr some enterprising merchant to inscribe on his wares the words .. a 
present from Benares" to fill the cup of the degradation of Indian art. 

399. The Provincial School of Arts and Crafts is at present the 
(lnly institution available for artistic education. One of its principa.i 
.aims should be to teach artisans not only the old designs, but also new 
-designs; provided that they conform to old traditions, and to Eupply 
.the trade with such designs. In the past, indeed, the school has realised 
its responsibility in this matter, and has had no small measure of 
.success in discharging it. Many artistic patterns which are now popular 
in the trade were originally produced in the school. We understand, 
however, that of late this important function has been somewhat neglect-

. 00. If our information is correct, we can only earnestly recommend that, 
the school should once again begin to think in terms of art rather than 
in terms of profit; for it is only thus that the many art industries in 
the province can be rescued from their state of present stagnation 
and the threat of ultimate decay. . . 

, 400. Co-opemtifie 8~cieties and Il!lle cwganisations.-In every counW 
the chief want of home productiono is a central bnying and trading 
organisation. The small industrialist, like the small cultivator, is apt 
to be exploited by middlemen and moneylenders, but the former 
bas a further disadvantage of his own in that he must face competition 
with large-scale production. Co-operation, whether in respect of the 
supply of cre4it, the pllriPase of raw materials and tools, or the disposal 
(If his wares, is even more necessary to him than it is to the peasant. 
In this matter India may learn valuable lessons from certain oontinental 
countries. In Germany there are associations of small producers 
which buy raw material for their members in common and sell their 
products in common. Rural industries in Switzerland, agam, are 
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'Organised on tl.ie commercial side into trading corporation witl:i branches 
in the larger towns. Both in Brussels and Palermo there. are co-opera.
tive societies of a. kind specially suitable for -the chikan industry. In 
the former town there is a. co-operative society of women workers called 
"Ie labour feminin" which consists of poor woman of the middle olasses 
'Who produce various objects of art at home and: sell them in a shop which 
hi financed by philanthropists. Its capital is 50,000 francs, and the 
workers receive a dividend Oli their shares. The women's oO-operative 
eociety of Palermo consists- of war widows who make lace, linen 
clothing and ornamental chairs. The members receive not only . a 
dividend on their shares, but a bonus on the sales of their wares. 
For workshop industries, where the master craftsman )!6cures orders 
and employs artisans, it ,,;ould be possible to imitate the co-operative 
production society of Germany or Italy. 

401. We invite the Co-operative department to consider the possi. 
bility of imitating these models. There were co-operative societies of 
artisans in this province as early as 191~, bD-t most of them have failed. 
The cause of their failure were :'-

(1) they made no attempt to organise sale of products; • 

(9) the artisans were ignorant. of &ll oo-operative principle&! 

(3) there was no aitempt to guarantee the quality or the standard 
of craftsmanship; and 

(4) the society ooulll not compete with the iniddleman because the 
artisan was dependent on the latter for the sale of his goods 
and could not, therefore, sever his connexion. with him. 

Yet such societies have been orgBDised and are working in other 
(Il'Ovinces, with fortunes which vary according to the elasticity of the 
eociety itself and the conveniences which it afforlls to the members. We 
Qll have no doubt that oo-operstive societies both for the supply of 
eredit, raw materials and tools and for the disposal of products, if 
organised on sound lines, are capable not only of increasing the prosperity 
of such industries &8 still Bourish, but of reviving those which. are 
moribund. provided that the arti88D8 have firat been educated in the 
principles of oo-operation. We attach especial importance to the or· 
ganising of sales. We recommend this field of activity to the consi
deration of the Co-operstive department. 

400. lndtl .. ,rial b4ltks.-n ie.obvious that oo-operstive banks. which 
have been organised for the financing of cultivators will he unable to 
understand the circumstances or ea&isfy the Deeds of a amalIer artisan , 
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who has few assets save hisIDanual skill and honesty. Industrial credit. 
mfi'ers considerably from agricultural credit. It is fot this reason that the
task of financing the. co-operative societies of artisans or the karkkanada'/I 
must be entrusted not to the present co-operative banks, but to some
type of industrial bank. Here again the experience of European. countries. 
ie instructive. Continenta.l ba.nks freely lend money til artisans eIl
invoices, .labour bills or any prospective ola.im that is sufficiently 
l·ecognised. In Switzerla.nd banks are willing to advance money to 
silk weavers on cocoons, secured by an undertaking that the spun silk: 
shall not leave the spinner's house till the debt has been repaid. In 
Germany the co-opera.tive banks render generous assistance to artisans. 
of all kinds. 

403. We have carefully c;onsidered what type of industrial bank is 
best duited to the needs of the province. We understand that the Central 
Committee will consider this question in connexion with the credit needs. 
of the larger industries. The first question is wh",ther the same bank can 
also be entrustec! to look after the needs of smaller industries. On thi& 
point we need only say that, provided there are sufficient safeguards 
to ensure that the interests of the smaller industries are not sacrificed 
to the ·needs.. of the larger, then we consider that it will mali:e both for 
efficient management and economy to have a single bank. A further. , 
question then arises, whether there shoulc! be one industrial bank for 
the whole of India with_provincial branches or separate provincial banks 
That is a matter which we are content to leave to the Central Committee. 

404. If, on' the other hand, it is considered desirable that the 
financial arrangements for big and small industries spoDld be in differen" 
hands, it will be necessary to establish a separate provincial bank to deal 
with the latter . We anticipate that such an industrial bank will 
mutatis- mutandis closely resemble the provincial ".o-operative bank both 
in its constitution' lIonii ,its relations to its clients, whether thede are 
societies or individuaIs. And since the constitution of the proviJl.\ial 
co-Operative bank has been descrilled in an appendix to Chapter VI 
we have not thought it necessary to frame one for the propoeed indus
.trial bank. (') Whether the bank be all-India or provincial. whether 
it deal only with small industries. or both with large and small 
industries. it must necessarily. sooner or later. create branches 
at convenient centres an<l make agency arrangements in othel'B. Th_ 

(.) Th. lwo meet important di6._ are (.) that Ihe Director of Indoalrieo ODd th" 
Superintendent of the Emporium would be directon 01 tbe industrial bank. and (ii) tb.t thf" 
bank moo" work lbJough the agency DDt only of oo-operali... lOCi_i.. bul .... of <It_ 
b&nb and aocietill& ani ..... of suilable individuaia. 
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branches will only !lOlDe intI) e¥istllJ).ce .1iI8 tli!l deman!l fpr.the services 
pf the ~&I)k incre&se$., The .constituent, of the banJC mQuld be the 
eo-operative artisan .societies, priddlemen $lid karkhanadiJra, and any 
bldividual whose industrial pperationi Me pf sufficient importance. The 
~lation8 between an artisan eociety and. the industrial bank should be 
trimilar to those at present existing between a co-operative society a.nd 
a district bank. The bank, of course, should be in close touch with 
·the provincial emporium and marketing associations, so that it ma.y 
ascertain the commercial possibilities of any particular craft before 
deciding what its credit policy should be towards that craft. It would, 
of course, refuse assistance in any case where assistance would be useless 
or involve unnecessary risk. It would, for instance, refuse to help &ny 
obsolete industry. Finally, the bank should keep an account with 
any central or reserve' bank that may be brought into existence, and 
thus link itself and its' members to the credit system of the country. 

405. The promotion of sales and the proflincial emporium.-The 
Arts and Crafts Emporium at Luckuow has done a good deal to establish 
contact between the products of our cottage and village industries with 
their markets not only in India but abroad. There is no doubt, however, 
that it could expand its activities in va.rious directions. Firstly. it 
mould be used as a bureau for imparting commercial and technical 
information both to the industries themselves and to the trade. Secondly, 
it should assist in the introduction of approved designs prepared by the 
School of Arts and Crafts. Thirdly. it should be responsible for the 
adequate advertisement of all artistic products. Lastly. it should 
act as the headquarters of a system of sale dllp6ts, of which 
there should be one in every industrial centre in the province, 
and possibly also in the major towns of other provinces, and even 
abroad such. dllpats may be branches ot the emporium. They may be 
shops managed by Government or they may be entrusted to the care of 
existing firms on a oommjBBion agency basis. We are content to leave 
details to be considered and worked out by the Industries department. 

(()6. Ad"ertisemmt.-No industry can hope to find a sale for ite 
wares unless it brings thOll8 wares to the notice of poaaible CUBtomers. 
It some of our industries, such as the calico-printing of Farrukhabad. 
the ailkB of Benares and ilie carpets of Agra, can now command a marke$ 
in London and New York, it is due to the advertisement which ther 
received at the Wamble, Exhihition in 1924. The emporium has also 
been responsible for a certain amount of auoceaaful advertisement; at one 
time it introduced no lees than 850 new designa in the Iirassware industry ", 
and these are the designs that have been ID06t popular in foreign market~.' 
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'Since the Weinbley Exhibition. At an earlietdate,. shortly after the 
war, the. predece,sor of the present emporium (which was attached to 

. the School of Arts and Crafts) was receiving orders from as many as 21 
foreigncountcies. What has been done before can be done again. 
Nevertheless, advertisement has its dangers. Advertisement brings 
orders which, unless production is organised, will not be fulfilled at all 
or fulfilled unpunctually. Organisation must therefore come first. 
advertiseDient may follow when it is safe to advertise. 
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PARr IV. 
INDIGENOUS FlliANCE. 

CHAPTER XI. 
A-INDIGENOUS BANK.s AND BANKERS. 

407. Definition.-As has been pointed out already terminology of 
indigenous credit is 80 indeterminate as to make clear description of the 
subject a difficult matter. Especially, many style themselves 
"bankers", who on any ordinary interpretation of the word have no 
light to the name. The distinguishing mark of a "banker" is that he 
receives deposits from others for aafe custody, and uses them in hia I 

own or others' busine88. And to avoid the confusion arising from the 
vagueness with which the term is used, we propose to deal with the 
subject of "indigenous finance" in two parts, viz., "indigenous. 
Banks and Bankers" and "Other Indigenous Credit Agencies." Any 
person or private firm receiving deposits is a "bank" or "banker" deali 
with under the first section; aU those who do not invite or accept deposits 
are dealt with under the following section. 

408. Brief /aist011'.-The sy.'stem of indigenous banking in India h&ll 
its roots in the ancient past. Moneylending with definite rates of 
interest must have existed over 2,000 years a.go;(I) aod even at that early 
period moneylending occa.sionally meant usury. Then, as now, usury 
was condemned, and indeed it was specifically forbidden to the highest 
castes. The Vaishyas, however, were permitted to charge more than 
the prescribed rates: they were traders as well as moneylenders and the 
modem combination of moneylending with other busine88, to which we 
have alluded elsewhere. is as old as the fifth and sixth centuries B.C.(") 
The habit of hoarding surplus wealth appears to have existed mnch be
fore the bt>ginning of the Christian era. "Capital wealth was hoarded, 
either in the house-in large mansions over the. entrance passa."o-e 

(d_ kott<lhaka)-under the ground, in brazen jars and under the river 
bank. or dE'posited with a friend. The nature and amount of the wealth 
thus .hoarded was registered on gol!1 or copper plates." (0) 

(.) See v ... , ..... ., N_ .. Njoott. by A. A. M_ "'"' A. B. Xoilh. 
1911. '101. I. p.. 109 "'"' C_ ..... H .. ,." 0' ,Mia. 195, >oL I. AIoo _4 Boob 
., Q ........... U. (edilo<! by F. Moz Muller 1879. pp. --..1). 

1') See J.,..... ~ioh 1nuIaI._ hom the Ni 11m. odiled by B. B. Co-U 
• -.. 1896-1,." .114 __ w... 1>1 T. W. Rh .. DaTida, 1905. 

(') L. Co laiD, , .. 4it I B-.; ia '....... P. 8. 
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409. Ancient banking.-That moneylending had become an import
ant element in the economic life of the people before the end of the first 
few centuries of the Christian era," is clear from the treatment of the 
subject by certain celebrated Hindu law-givers,-Manu in the second or 
third centw·y, Vishnu.in the 1l1i,d century and: Yajnavalkya and Narada 
an the fourth and fifth centuries A.D .. What is less c1ear:how«ver, is 
'the time and. manner of the transition from the "moneylending" to 
1>he : 'banking" stage. But judging from certain references in the works 
c()f Manu to deposits, there seems· little doubt that deposit banking did 
-exist at least as early as the second or third century A.D., although the 
habit of entrusting valuables for safe custody to friends existed ·much 

-earlier. CO} There appears, however, to be no mention of the payment 
c()f interest on deposits at that period. 

410. Banking in the Muhammadan period.-No account is extant 
.of indigenous banking between the sixth and the sixteenth centuries, but 
.stories are current of the use of hundia as early as the twelfth century 
A.D. The importance of bankers during the Moghul period and the 
part they played in the early settlement of the British in India are so 
well-known to all students or Indian history that they need no more 
than a passing mention. The Jagat Seths (world bankers) of the 
lleventeenth and eighteenth centuries, for their power and influence, are 
"comparable with any private banking house in any other country; and 
indeed, they seem to have fulfilled mariy of'the functions of a central 
bank-essentially a modern institution. 0, 

411.-;-Conta,ct with the West.~Such was the power which the 
banking houses wielded in the Moghul Empire, at a time when it was at 
its zenith, and the foreign traders first came to India. But the days 
of that empire were already numbered, and in the downfall and dis
.order which followed, the bankers of the country su.tfered. Some of 
!them, it is true, helped the English with money to 6ght their wars; 
-and we have it on the authority of the Reverend J. Long(» that tr,e 
famous banking house of the Jagat Setka "suffered much in our cause', 

·and were amply rewarded. It is also true that in accordance with an 
existing practice tlie East India Company for a time used the bankers 
to. collect land revenue. (0) But these factors only delayed and could 
not stop the decline in their business and influence which had set in. 

(') B •• the quotalion in tho preceding _aph. 
(') BeI."titnu fr- tl.. V_bli,I,.d R_,d, .f 0 .......... ,. vol. I. ror the 

J''''''' 17~1767 by _nd 1. Long. Colcut .. , 1869, p. xli. . , 
(0) Bong.' Di,trict R.cordo (ediled by W. a. lIinninger, C.lculta, 1914, .... It 

R0"lll'.r, ~ol. I (177~1779), pp. 15·15. 
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The practice of collecting land revenue through indigenous bankers ;Vall 
found unsatisfactory, and was abandoned I!>bout 1778. (ry 

412. With the decline of iJidigenous bankers and the gradual pro
gress of English trade and dominion, a need arose for new credit institu

_tions. This led to the establishment both of government treasuries and 
subtreasuries and of the early European banks in India. (8) We do not 
propose to t;ace the growth of these institutions, save to note, as a. ma.tter 
of regret, that the new European banks never allied themselves to the I 
qld indigenous bankers: The two remained separate, because they 
served two distinct functions. The .new banks catered for the credit 
needs of the foreigners and their trade and the old bankers continued 
to play their traditional part in the economic life of ·the inhabitants. 
But this aloofness has, in the long run, been to the disadvantage of both 
these. credit agencies. "The indigenous banker has continued in his 
old ways without profiting from new experiments. His technique has 
not been developed, and in its higher branches his craft is obsolescent. 
The new banking institutions, on the other hand, have' 
not been able to assimilate the time-honOQl'ed traditions of the soil 
on which they are planted._ They have not entered into the lives 
of the people by penetrating into the villages, which hold the teeming 
nlilliona of India." (") . 

US. Classes 01 barlkers.-The methods of indigenous bankers vary 
gt'eatJy; lome work. on almost the same old lines as their predecesS8rB 
used to do hundreds of years ago. ot4ers transact business in much the 
same way as a modern joint-stock hank. They include kothiwaU,· 
.armls and a small number of arhatias who obtain accommodation in 
times of need from their relatives and friends. and whose deposits are 
solicited loans rather than real deposits. We have already given a full 
description of the various kinds of indigenous bankers in an· earlier 
chapter, and here merelx recapitulate brie8y' the main pointa of thai; 
description. 

414. Kot.hitools.-The kothiloo/, who represent the most importan~ 
a~d respectable class of bankers transact business on a large BC;8le, but 
"'lth methods .that vary from place to place. For instance, the activi~ 
lies of the kothiU'-o/, in Moradabad and Tbakurdwara lie mainly in 
advancing on the qist (instalment) system. whilst the 1.:otAitoals of Alla
habad and Looknow grant big loans on the security of mortgages. orna- . 
menta, generally of got.l. goods, or even on personal security to persons 

I') BftpI Dtatnc& R_. Po 83. -. 

(') Boo B&ri, B._. a-..., ia 1a4ia, bJ H. BiDII., 1II1II. 
(') L. a. laiD, lrt4i,_ B.Mioot ill I .... Po 96. 
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of influence and standing. As bankers they, of course,- receive money 
on deposit and employ bills as instruments of credit both for financiar 
and remittance purposes. 

They are usually owners of land and house property as well as
bankers, which is their principal occupation. At ihe present time they
prefer . mortgages on property to any other form of security, partly be
cause the security is good, partly because money so invested ~arns inter
est for twelve months, whereas money advanced to traders is active
only during the busy seasons and lies idle for about five months of the
year. 

415. Thesarra/s.-They are' of two kinds:-
(a) Big sarra/s, sometimes alSo called kothiwal 8arra/8,('0) who. 

as mentioned in an earlier chapter. advance large sums or 
money to landlords on the mortgage of their zamilldari, 
and to traders and smaller 8arrafs on pronotes; discount ana 
issue darshani and muddati hundis (sight and usance billsl 
of big amounts. and take only gold ornaments or jewellery
as security for loans. 

(b) Small sarrafs. who ~eal mostly in gold and silver. Some of 
them have branches in important trade centres like Bom- . 
bay and Calcutta. They receive deposits of small amounts
on which they allow interest. ~heir main banking busi
ness is to discount and rediscount muddati hundis and t" 
issue and purchase darshani" hundis tln important trade
cent~es. They-lend money on mortgages of house property 
situated in towns. on pronotes (ruqqa parcha ka len den). 
and on the security of silver ornaments. 

416. Sarrafi Basna.-The sarra/s are held by the business com
munity in great' respect. This is evident from the importance of their' 
association Sarrafi Basna.(ll) members of which are entitled both as
payee and holder to make or receive payment of a hundi at their own' 
offices-a privilege which is not acco~ded to other firms although t1.£y
may transact banking ~usiness on a much l~ger scale. 

417. Modem indigenous bankers.-A few bankers carry on their" 
business on up-to-date lines. They consist mostly of. government trea
surers, army contractors and owners of houses in cantonments. and" 

(11) There is mUe or no difference between the activitiee of 1rothitDtd. and big: 
.dff'tl/6. "Kothiwt"" is a title of respect nsoally associated with ancient fsmilie •. 

en) The words IJd"", and btuna have come to mean 8 banker (flee Chapter m. 
footnote. p. 26) aod an office or place of business respectively. Originally ,be .on! 
bAlM meant; a piece of cloth on wbi~ money was counted out. like the ehequerecl clotb 
from which we hav& the word "exc6eqner". A finn is admiUoo to a Sorratl. B4IIUo 
after a special ceremODy. . 



( 265) 

rater chiefly to the needs of European civil and military officers and 
their subordinates. These bankers deal with deposits in exactly the 8Iome 
way as modern joint-stock banks. They r-eceive money in current and 

4ixed accounts, issue cheque Dooks and pass books and discount ont-. 
station cheques. Some firms also receive savings bank deposits; others 
whilst receiving money in current account and' issuing cheque' books and 
pass books, carry on their other banking business in the same way &8 the 

'kothiwal sarro/s. Their credit activities are the same as those of other 
prominent indigenous bsnkers: indeed, in tbis respect tbere is little 
clliference between the metbods of any higl,l class indigenous panker and 
those of joint-stock banks. 

418. Allied bllBine88.-Even the .modern indigenous bankers occa
sionally combine other business with banking; for instance, they deal 
in cloth, hardware and grain, whilst practically all of them possess landed 
and house property. 

419. Numbers.-It is impossible to state exactly the number of 
bankers of different classes. The figures given in the following tahle for 
the eight principal ceptres of ,indigenous banking in the pro~nce, are 
estimates. (I') 

Numbel' of bankera Number of baakera 
N.m.of rl .... working OD. old "orlr.ing'ou modem 

liD8i. ' line •• 

"sr- ,. 10 1 
Allah.bad .. II 
Bea.r" .. 50 

\ 

o.""poH .. 10) .. 
MMI'u' .. 8) I 
lIor.dob"a h ,- 110 
Mu •• aarn·au T .. 
Bah. raupul .. •• .. I 15 1 

Allowing for considerable exaggeration, we estinlate the number of 
bankers working on old linea at 250(") for the wbole province, whilst the 
number of modern indigenous banking firms is, so far as we are aware, 
Il8ven.(") 

,~. Orgallisation.-It is difficnlt to de~ribe and analvse the or
ganisation of indigenous banking, because in fact there is -no regular 
organisation. Bankers' or traders' associations are ,rare, and even 
where one exists it appears to have little influenre on marltet practices_ 

(U) hd<!-. ..... n, p. 111&. 
IU) Boo ....... C ..... m. para. 1S3. 

,(1&) Iblc1. 
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'The functions of a sarrafa panehayat like that at' Agra are confined to 
certifying the dishonour of a hundi or "issuiug the"fourth" of a hlmdi 
when the original and two copies have been lost. 

Usually bankers work independently of one another. The wole • 
important have offices or branches all over the province, and even out
side it, in centres like Calcutta, Bombay and Delhi. They wtJ} k 
through their munims (agents) whose honesty and industry are pro
verbial. The munims submit periodical reports and their masters pay 
them occasional visits. Indigenous bankers sometimes act as corres
pondents for one another and also lend money to each other at special 
a'ates, but such connexions are by no means common. Still it -is through 
their correspondents or arhatias (commission agents) that the indi
genous bankers are linked, in so far as they are linked, with such im
portant money markets as those of Cawnpore, Calcutta, Bombay and 
Delhi. 

But while co-ordination is lacking' among the various classep of 
bankers, certain sections of them are united by a strong communal 
feeling. According to two of our witnesSes this is specially true of the 
Vaishya bankers at Agra and of Marwari. bankers generally. These 
bankers are reluctant to accept "outsiders" into their fold and are always 
pepared to help the members of their fraternity, out of trouble. 

421. Absence of discount houses.-There are no financial houses in 
the province which deal solely in the provision of credit facilities by 
purchase and sale pf hundis and other bills of exchange, houses such 
as the Multani bankers 'of Bombay or the bill brokers of Europe. The 
reasons assigned for their absence are firstly, that the currency of 
muddati hundis in this province is small; awl secondly, that the banks 
have made no special effort to popularise the bill habit. 

422. The indigenous money market.-In spite of the absence of 
discount honses an indigenous money market may be said to exist i'tl 
all the important towns of the province, althongh it is strongest in 
such 'arge 'financial centres as Cawnpore. (U) 

423. Cliente/e.-The bankers' clientele consists mostly of land- c 
lords, the !'pOOr-rich", traders, and town moneylen~ers. All our evi
dence tends to show that the relations between baOker and client are on 
the whole cordial. All clases of indigenous bankers are looked 
upon with eSteem and confidence. Indeed the modem indigenous 
hanker is even more popular than some of the joint-stock banks or the 

(>OJ F'; ill. working of ill. markell .... p ..... 428-81 below. 
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Imperial Bank of India. The la.tter, it: is a.lleg~d, are sometimes slow 
in attending to their customers' wants or are unneceBBarily strict in 
the interpretation or Qbservan~e of busineBB technicalities. A moderD 
indigenous banker combines up-to-date methods of busineBB, with the 
tl'aditional courtesy of: India; his clients are his friends toq. 

424. Capital.-It is impossible to estimate with 8,11y precision the 
IImount of capital invested in the· indigenous banking business. N a 
reliable data exist, nor is it easy to proc)1re them, because the bankers 
refuse to disclose their true resources. Our only source of information 
is the income-tax department which comes in olose contact wiili the 
ba.nkers and is familiar with their account books. Their estimate for 
three districts is as follows :.,... 

Dill".I. 

C.wnpore 
AIlob.bod 
Ben ..... 

Total 

Capilll/. 
Ro. 

80,00,000 
16,00,000 
40.001000 

1,15,00,000 

These three districts possess some 135 bankers. Taking the total 
number of bankers jn the province to be 250 we estimate their tota.! 
,'"pital to be seme Rs. 11,00,00,000. 

425. Limitation of the 6stimates.-The same two factors which 
affect thE' o.ccuracy of the income-tax d~partment's estimates in res
J'ect of the volume of agricultural credit aIso affect this e~timate. These 
factors have been fully explained in an earlier chapter ,(11) and we need 
not repeat the explanation. We have only to add that as cases of non
payment of interest are naturally leBB common in the case of bankers 
limn agriculturist moneylenders, the error due to the facl that interest 
.s regarded for the purposes of income-tax only if it has actua.Ily been 
l>aid, is here of relati1{ely small importance. The finit err&-, however, 
due to the reckoning of capita.! twice over, is of greater importance in 
the case of the banker than in the case of the agriculturist moneylender. 
because the tUi-nover of the former's capita.! is both Isrger and more 
rapid. 

426. Mttluid of bl18ineH.-(a) Raising of fuW.-The indigenous 
bankers proville themselves with funds to meet ilie demande upon them 
In various ways. Firstly, the 1cothtwab and IGmJ/:r, both big and small; 
8~ment their own resources by borrowing among- themselves. The 
kothiU'ab borrow from other 1cothitDaU locally or from Uleir cone& 

pondents in mofussiI trade centres, the big aamlfa borrow from Ule 

( .. ) Cbapter IV, pua. i8&. 
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kothiwa18 an.!1 the small sarra/sborrow from both. They 8,lso raise funds 
by invitiu« deposits, or by discounting and rediscounting muddati 
hundia (usance bills) in the indigenous market, or with joint-stock 
banks. The bankers raise capital at call or short notice by issuing 
darshani hundia (demand bills) on their correspondents or branches. 
The payment of such hundia may by mutual consent be deferred up to 
seven days. They have various methods of obtaining short-term (as' 
distinct from short notice) capital. The commonest method is to rediscount 
aarshani hundis on out-stations and muddati hundis with the Imperial 
Bank of India or a joint-stock JlIInk. But this is only possible wherever 
such banks exist. Occasionally, the borrower draws a muddati hundi 
in favour of an indigenous banker, who for a small commission guaran
tees its payment by endorsing it; which hundi is then· discounted by II 

joint-stock bank. In such a case, as this, the hundi is not usually re
discounted, and so ceases to be' a flexible instrument of credit. But the 
use of hundis for this ,purpose is not common: Usually a book entry 
is the only record of an advance. 

For long-term credit, in which, however, the banker rarely' deall., 
the most common security is a mortgage. 

427. (b) Lending.-The indigenous bankers advance money in the 
following ways:-

(i) Pronotes.-These ~e payable on demand or at a date; the 
former are more common, as they require, a maximum stamp duty 
of only' 4 aunas. The security is purely personal. 

(ii) Bonds.-These are instruments in writing in which the condi
tions regarding repayment, etc., are mentioned in detail. 

'*" ~fi" 

(iii) M ortgages.-Wbere the amount of debt is large, or the period 
of repayme~t is Ipng, or the borrower's credit is not good. enough for an 
nncovered advance, he 'has to mortgage house or landed property. All 
classes of bankers and moneylenders, especially the kothiw.al8, lend ?t'I 
mortgages, for'in India the ambition of the moneyed man IS to acqUIre 
immovable property. The period of redemption mentioned in the deed 
is generally six months to five years, but the lender ~oes not insist on <> 

the repayment of a loan until the statntory period of limitation is com
ing to an end or by accumulation of interest the debt has grown'to 
such an extent that the value of the security is no longer sufficient to 
rover it. 

(iv) Pledge of grain and other marketable commoditie".-This form 
Df security is accepted both by the kOfhiwals Bnd the arhatitu dealing ill 
grain:' ,- ", , 
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(v) Pawning of f)aluables, etc.-The sarra!s and kothiwals generally 
lend against the security of gold or silver ornaments, etc. 

(vi) Loans on bahiklultaB.-When one banker lends to another, 
11lld when an arlultia forwards goods to a tradel, a deed is seldom exe
-euted; the only record of the transaction is a debit or oredit entry, as 
-the case may be, in the books of the lender and the borrower. 

428. H undis .-H undis are of two kinds, viz., darshani or demand 
bills and muddati or usance bills. A darshani hundi is 1/sually drawn 
by a seller of goods on the purchaser, requesting him to pay the a'rllount 
to the order of the banker or merchant through whom the bill is col
lected or negotiated. Sometimes darslulni hundis are used as mere 
Jlccommodation bills to secure temporary short-term credit from the 
'market; and such "kite bills" often pass through many hauds during 
"their currency. Such operations are extremely risky, and traders who 
make a habit of them generally end i,(blmkruptcy. 

Muddati hundis or usance bills are generally used as a means of 
'borrowing funds; their use in genuine trade transactions is rare. If 
.A wants money from IJ, A will draw a hund' promising to pay a stated 
sum to B or his order after a stated period; or he will accept accept a 
hund' drawn on himself by B. B is generally a person with money that 
'he wants to invest in some short-term security. B then either keeps the 
hundi himself or ~i.oounts it with a bauker. An appreciable number 
-of auch bills' are drawn in large trade centres such as Cawnpore, 
'Where large blocks of them find an ultimate resting place in the 
portfolios of ·banks. Such hundis are popular because they c·an 
-e.\Sily be turned into cash, whenever required. The &armfs who special
ise in lending short-term credit to traders also prefer hundis'. because 
they can discount them with banks and thus increase the turnover of 
their business and its profits, and because "uMis, unlike pronotes, are 
always punctually repaid. Very often, too, a kund' does not represent 
an advance by payee to drawer, but is simply a document by means of 
which payee and drawer obtain from a bank, which they then divide. 
Financial U8aU()6 bill., however. are much less commonly uoed in 
the province than other documents of debt. 

In foreign countries a large number of trade bills and trade accep\
ances, paYllble at a date, are alwaya floating in the market, and bein~ 
'backed by actual trade transactions, are more reliable than mere accom
modation bills. In tlris province the number of such trade bills is negli
iPble. Credit sales are generally on a cnrrent lI"COOunt, and 88 such e&n-. 

1I0t be used to mobilise further credit. 

(29. All trunMctions in hundis are carried out through the tlallal •• 
~ho eorrespond to exchange brokers. T4eir business is to ascertain \he 
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daily reqwrements of the vanous financial and business houses, to bring 
together the buyers or sellers of humlis and other bills, and to 88sist 
them in their transactions. They are remunerated at rates varying from 
2! to 10 annas per thousand rupees for demand hundis. For muddati 
hu'ndis the price is 1 or 2 pice per hundred rupees according to some 
of our informants: but others state it at 1 or 2 pice per hundred rupees 
for each month of the hundi's currency-a big variation. In some 
places, the seller pays the commission, elsewhere it is shared by seller 
and buyer. t 

430. Dishonour oj hundis.-As already stated, the punctual pay
ment of a hundi is regarded as a sacred duty, and if by chance thE!" bor
rower finds himself unable to pay, he prefers to arrange with the holder 
of the hundi to get it changed than to bear the infamy of being declared 
insolvent. Sometimes the bankers issue zik.i chitthis which are drawn 
upon their correspondents askjng them to pay a hundi in case the 
drawee mentioned therein fails to do so, a practice similar to the en
dorsement ~drawee in case of need', which is occasionally found on the bill 
of western countries. This is done with a view to escaping the penalty 
payable in the event of a hundi being dishonoured. A dishonoured 
hundi is very rare. 

431. Market pra<;tices.-The followiug are some of the local usag-es 
which have been brought to our notice:-

(a) When the original payee of a hundi ill-'a merchant, he g-enerally 
keeps the hundi himself until maturity; he .rarely offers it for discount to 
a banker or bank. 

, (b) When the, payee is a banker, he occasionally discounts it with a 
b,o,nk and utilises the proceeds to buy more hundis, thus increasing his 
turnover. 

(e) Generally holders of hundis instead of discountiug them with 
banks sell or discount them in the market, with their owl' endorsement. 
The purchaSer of such a hundi regards it as a "mercantile treasury bill" 
or short-term investment; he yery rarely sells a second time, thoug'fl 
there is no legal objection to such a sale. If he happens to want money. 
before the hundi matures, he generally takes it back to the firm from 
whom he' bought it to be re-discounted. This practice is common in 1 

Cawnpore. 
(d) When the original holder or payee of a hundi is a banking Ifim 

which has a number of branches, the hundi is often sent for sale or 
discount to the branch where it will fetch the best price. Just before ita 
maturity it is redeemed 'by the endorsing firm and sellt back to the 
branch, where it originated, to be paid by the drawer. 

(el Similarly merchants and bankers, even if they have no branchea 
elsewhere; tak" advantage of 'Cheap discounting racilities at important 
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centres, through then' agents or correspondents, to whom a small cOmDlis~ 
8ion is paid for negotiating their bills. . 

(f) Very often a banker sends out his representatives to mandi. 
and other places..to advance money on hundis which he subsequently 
discounts. Just before maturity he returns them to his agent to be' 
t?ollected. . . 

(g) When a hundi is lost, a second copy, called paith, is issued, and. 
1\ third, called parpaith. in the event of the second copy being also lost. 
H the third of a hundi is lost, a fourth called maijar or panchayati caD' 
be obtained. (n), . 

(h) When a l!llndi is dishonoured the holder gets a certificate to that 
effect Cram the panchayat 8arra/a of the place. 

(i) After a hundi is certified as above, the seller is liable to pay th.,. 
following charges to the purchaser :,-

(i) A penalty, called nikrai sakrai, which is usually 8 annas. This-
• penalty is Rs. 2 per cent. in Agra, while in Bareilly it is-

8 annas per cent. 'on hundis on Delhi and Cawopore, ana' 
Re. 1 per cent. on hundis OJ! Oalcutta and Bombay. The 
nikrai sakrai is payable to the sarra/s but not to others. 

(li) A That or bl'okerage on the charge made by a correspondent. 
(iii) Interest lit 9 per cent. per annum from the date of negotiatioll' 

of a hundi to the date of repayment of money. 
(iv) Postage: at some places the postage is fixed at 8 annas. 
(v) When the hundi is negotiated at a discount, the seller pay&

the actual amount mentioned in the hundi to the purchaser. 
but y.'hen it is sold lit a premium the seller pays the full' 
amount that he originally received. In Bareilly and some 
other western districts there was a custom by which the 
seller, in case he had originally sold at a premium, repaid 
Ilt the sarro!' 8 sellinll rate of the day or at par, whichever
waa higher, But aa there were frequent dispntes abont this
rnte, a convention has been created by which the seller of a 
dishononred hURdi originally sold nt a premium repays at 
the rnte of Rs. 1001 percent. for hundis on Calcutts and' 
Bombay nnd Rs. 1001 per cent. for hundi& on Delhi nnd' 
Cawnpore. 

(,) The drawee of a hundi can by mutual consent defer payment of 
II 'Iundi for three days at Calcutta and Bombay and seven dllYs at Cawn
port' and Delhi, but he pays to the holder interest at the rate of 7 ann ... 

• 
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9 pies per cent. per month. If hundia are held by banks, immediate 
payment is insisted upon and in case of default 9 per cent. interest is 
charged. 

(k) In some places the bankers give a rebate of half an anna for every 
n'pee of interest received by them. 

432. Rates of interest.-'.rhe rates of interest charged by the indi
genous bankers depend upon the security and the nature of the trans
action as much as on the Reason. The ordinary rate varies from 7l to 
12 per cent. on pronotes and on mortgage of landed and house. property, 
but is most commonly 9 per cent. The rate of interest charged in the 
case of loans on the security of ornaments al&o varies from 7l to 12 
per cent. according to the amount borrowed and the materal (gold or 
lIilver) of the ornaments. 

Interest on advances against valuahles has increased in this province 
during the last 60 years. Dr. L. C. Jain has given a table (") compiled 
from the accounts books of a banking firm which shows the vanous rates 

• of interest which it has charged from time to time. This table show~ 
that the rate has gone up from 6-7l per cent. in 1874 to 7l-12 per cent. 
in 1927. We had no· similar opportunity to examine accounts books, but 
from inquiries made by one of us, Mr. M. L. Bah, we find that the rate 
bas risen in all parts of the pronnce during the last 50 years. This rise 
may be due either to an increase in the demand for this kind of accom
modation, or what seems more likely, a decrease in the supply; whilst 
it is, no doubt, also affected by llnctnations in the value of the 
precious metals. Recently the Imperial Bank of India has also started 
making such loans, which must tend to bring down the rates. 

When one banker borrows from another, the rates vary from 4l 
to 9 per cent., as against 9 to 12 per cent. from ordinary cn.tomers on 
personal security; 6 per cent. is the most common rate. 

433. Diacount rates.-H'lndia for internal remitt:rnce are purchased 
und sold at rates which vary according to the conditions of demand an~ 
supply, which conditions themselves vary according to season· and pldce. 
During the busy season when money is reqnired for the purchase of grain 
.in up-country towns the rate tends to a discount; but during the slack 
season when money is required in the big markets to pay for goods im
,ported, the rate goes to a premium. In plaCe!! where tbe Imperial Bank 
"of India or joint-stock banks are situated, the hundia of bankers and 
arhatias are purchased by those who have to remit funds, or by the banks 
for financial operatiOns." In the former case, the rate may either be at .. 
discount, at par or at a premium, but in the latter case, it is always at 
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18. diseount. J n these places the rates vary within small limits, from t 
per cent. dis~ount to t per cent. premium. If the amounts are big, 
th~ banks generally charge not mo~e than 1 per .. cent. which is generally 
-oiose to the market rate. In small p1a.ces, where there are no ~anks, the 
.arhatia8 have sometimes to pay 6 annas per cent. or even more;, the rate 
varies from 6 annas disoount to 2 rlUnas premium. 

Muddati hundi8 are current during the winter season, when the 
money market is tight, at rates varying between 7t and 9 per cent., and 
-during the slack season at 4t to 7t per cent. according to the credit of 
the parties. The bazaar rate is sometimes lower than the Bank rate. 

434. System of accounts.-The indigenous bankers keep their ac
'Counts on the bahikhata system. They maintain one rokar bahi or cash 
book, oue roe namcha or day book, and one khata or ledger. Entries are 
recorded in detail, the books are kept on the double entry system, and the 
elltrie~ are checked by means of a trial balance or chittha at the end of 
the month. This method of keeping accounts is both cheap and efficient. 

435. Indigenous bankers deal principally with men of business or the 
educated" who are able to understand their accounts. They regularly 
supply their clients with copies of their accounts. Our evidence proves 
pust doubt that, whatever may be said of some moneylenders, the ind!-
genOl1S bankers' code of honesty is very high. ' 

4-:lG, Indigenous bank/lll's and-(I) agriculture.-The bankers Mlrk 
mostly in towns and with the exception of some bankers who are also 
.. "mindar" they are not in direct touch with the agriculturists. But they 
do finance the agriculturists indirectly through the zamindars snd the 
village moneylenders to whom they lend. 

437. (iil Trade.-Most of the trade of .the province ill financed by 
indigenous hankel'S, ar/Ia/ias, kot/liwals and sarra/s. The small traders 
are out of reach of the joint-st«k banks and it is only from the indigenous 
bankers that they receive any financial assistance. The bankers advance, 
8S already stated, on kundill, pronotes, &rid the security of goods and 
ornaments, and also on ba/likhatas (book entries). 

43ft (iii) In"tI.ftry.-The indigenous bankers mentioned in this sec
tion rarely advanre money to utisnns. Where they do, they advance on 
the qist or roja/li system. But big industries and karkhanas receive 
filll\l\l'ial aid from indigenOllS bankers against pronotes, /llmdiS 01' on the 
st'Curity of goods. 

iW. I ndig""ous bank..,.. and joint-&tflCk banks and tJae Imperial 
Blink of India.-We have already described the nature of the accommoda
tion that indigenous bankers receive from joint-stock, banks_ Such ac-
4:OUlIIlodBtion is neither free nor reeular but is oorurbt """"sionall... ADd 
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')1)ly in the last resort, when the bankers' own funds are exhausted anel 
other bankers will give no further credit. Some 'bankers have com..
plained to us that the Imperial and joint-stock banks are unsympathet;c;: 
that they do not give them as large it measure of the accommodation as. 
their financial position entitles them to receive; that they are treated 
as ordinary customers" and no special consideration is given to their 
applications. The banks, on the other hand, say that adequate security 
is not always forthcoming, and that as the hankers generally refuse to· 
disclose their accounts or publish a balance-sheet it is not always possible
to assess the true financial position of the applicants. At present there
is nothing to prevent a dishonest banker from exploiting his position lUI, 

a "banker" and defrauding the banks. This is obviously a matter wbich 
bon-ower and lender must settle between them, which cannot be governed 
by definite rules. It is for the borrower to give his creditor reasonable
proof tbat he can offer sufficient security, and that he hlUl resources from 
which he can repay. But we cannot help feeling that in present condi
tions some complaints are justified, and that the banks occasionally treat 
applications for credit from the indigenous banking community, which 
has an honourable history behind it, with too little sympathy, and are' 
apt to insist too rigidly on the observation of mere formalities. At the
same time, we consider that the indigenous bankers might well do some
thing to meet the requirements of joint-stock banks. For instance, they , ' -
mIght develop the use of trade bills, and enCourage a more extensIve use-
of hundis. They might organise some sort of association of indigenous 
bankers, which would certainly enhance their financial prestige in the 
eyes ,of the banks and facilitate extension of cred~t. And there are other 
possible changes, requiring legislation, which would have the effect of 
bringing indigenous and joint-stock bankers into closer contact. For' 
instance, as suggested elsewhere, amendment of the Transfer of Property 
Act so as to permit equitable mortgage by deposit of titlf-deeds, or deposit 
of a mortgage deed by a mortgagee 3S security, would create securities. 
which the banks could accept. _.. . n 

440. Difficulties of bankeTs.-(l) The prmClpal difficulty whIch 10- , 

iJigenous bankers have to -encounter in business is that they are not re
cognised as possessing the statns of "bankers." That, is why they t.1Ie" 

unable to get the lWCommodation which the Imperial ~ank of India anel 
the joiut-stock bankli would otherwise give them, why c4,eques crossed in 
their name are not accepted, and why no distinction ~, made in their 
favour in tbe matter of remittance facilities. 

(2) Another of their difficulties is that some joint-stock banks refuse 
to accept cheques drawn 0/1 them, and return thelO with the remark "JlO' 

means of collection." Th:s difficulty call be easily removed if a banker 
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makes arrangements with some well-known bank to pay provisionally alf 
'Cheques drawn on him and prints the name of the bank on his cheques. 
For this purpose, all that the banker need do is to keep an account witl1 
the said bank. There is a preCedent'in English practice. Many bank,; 
which are not members of the clearing house keep an: account with some 
other .bank that is a member, and prints that bank's name on their 
-cheques as their "clearing agents." 

(8) The banker suffers from the same legal difficulties as the money
lender. These are fully discussed in a former chapter.(") They have, 
however, a speciallegaJ. disability of their own, namely, that the Bankers' 
Books Evidence Act (XVm of 1891) does not extend to indigenous bank
.ers unless the loeaJ. government makes the Act applica.ble to a particular 
firm. 
• • 441. Decline of the indigenous banker8.-For va.rious reasons the 
business of indigenous bankers is declining. In the first place, the estab
lishment of modern banking institutions ha.s resulted in the curta-iiment 
-of their bu.siness, because they have failed to move with the times. A 
few of them-<lnly seven in this province-ha.ve a.da.pted themselves to . 
modern methods, but most of them still cling to their old ways. The 
profits of every 'businessman must obviously depend upon the size of 
his resources\, and a modem ,banker's 'Success depends on the amount of 
deposits that he can' command. But indigenous bankers have not yet 
reaJ.ised this fact;· they still rely far more on their own capital than on 
.deposits. Secondly, the difficulties JURt enumerated are such that it is 
not Rurprising to find old ba.nking houses are now investing their resources 
instead in other business than banking. 

442. Defects of the 8ystem.-The most serious defect of the indi
Iilt'nous banking system, i,f a system it can be callt'd, is this very reluctance 
to acct'pt deposits. The result is obvious. The bankers are rather 
"moneylenders" than "bankers", and their utility is therefore limited, 
their progress restricted. And the second defect is the ina.dequate use'of 
JII ... dj,. The absence of a discount muket, to which we have already 
referred, robs the banking system of a mechanism for the automatic ex
pansion and contraction of credit in' accordance with the needs of the 
.country. 

Indigenous banking thus facks both deposit and discount business, 
'which are the principal functions of modem banking. This'&dlonnts 
largely for the third dE'feet, viz., lack of co-ordination between the 'l"arious 
~Iasses of indigenous ba.nJ..-era and absenoe of effecti'1"8 liaison between in
;:l~nous and modern ba.nking. There is often no link, at best there is 
ouly a weak link, betWeE'1l the various ('redit ......... ociE's. 

(") Chapter VII. 
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B.---Ormm INDIGENOUS OREDIT AGENoms. 

443. Classes.-Besides the bankers mentioned in the preceding sec
tion, there are a number of other credit agencies working in this province
'which are no less important. We have already discussed them in a broad 
way in Chapters III and IV. They. may be briefly enumerated as
follows :-

A.-Rural credit agencies.-(l) The professional-
(a) The village moneylender including both the village bania amI 

the village maluJjan. 
(b) The sahukar. 
(c) The peripatetic moneylender-the qistwala., the Kabuli, the-
, cattle dealer. 
(tl) Miscellaneous-the Banjara; the Behwari, the pheriwala, the-

kluJndsali. ' 
(2) The amateur-

Ca) The agriculturist moneylender-the zamindar moneylender and 
the·tenant moneylender. 

(b) Miscellaneous moneylenders-pensioners, temple priest., 
village servants, /aqirs, etc. 

B.-Urban credit agencies. 
(a) The sahukar. . 
(b) The sarra/-small and large. 
(c) The arluJtia (the link between the village and the town). 
(d) Miscellaneous and casual-the qistwaia, the pawnbroker, etc. 

444. Methods 0/ busines8.-We have already discussed in Chapter 
IV the methods of business adopted by the rural credit agencies. We now 
turn to the urban moneylender, excluding the sarra/, who is generally a' 
banker and whose methods have just been described. 

445. The sahukar or town moneylender.-A sahukar'8 method or 
business varies with the locality and his clients. A big moneylender 
generally advances to traders and the well-to-do on pronotes, bqnda. 
mortgage of property, the security of ornaments and on hundis. A ~ali 
moneylender lends money to the menial servants of Government and local 
bodies, railways, factory artisans and mill-hands, and others, amongst. 
whoJIl mention may be made of the waaiqadars(,,) of Lucknow, who 
borrow on the IilSsignment of their waaiqaa (annuities~. Loans are, as 

o 
r') A wa6iq"dar is • peno.. who is in receipt of wtuiqa. Wmqa is the interest 

on the securitiea invested by different Iring. and queens of Oudh with the Eut India 
Company on tbe understanding that the interest of these secoritiea will be employed ia 
giving peIlBioD.8 to the relations. dependants and hangers-on of the roling family of Oudh. 
These pensions are -hereditary .and are di.,.isible ~ing to Muhammadan I.w amoDS
mem ..... of \he family after the death of eacb recipient. 
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often as not, made on the qist system (repayment by instalments) or 
f'Ojhal system (repayment by daily instalments). 
. Some pawnbrokers and others I dealing . with English-knowing 
peopl&-particularly the Anglo-Indiail&-have remodelled their offices on 
up-te-date lines, calling .themselves "loan offices" or loan bureaux", 
etc., but in their charges they are a's exorbitant as the qistwalas. The 
security may be that of a watch, a trihket, a cigarette case, a typewriter 
a sewing machine, etc" and the loans are for short periods. Some 
of these offices have developed themselves into joint-stock companies, 
co.lling themselves by such high-sounding names as "finance corpora
tion. It 

Among the town mQneylenders must also be mentioned the casual 
moneylenders who use their spare funds in. moneylending as a supple
ment to their other sources of income. Amongst these are such persons 
as government pensioners, traders, members of the learned professions 
and widows. Their usual method o( advancing is on ruqqas (pronotes). 
the security of ornaments, and mortgages. As their aim is often to 00-

quil:6 landed property mortgages are popular with such people. The 
transactions of these moneylenders are' often secret but they are consi
derable. 

446. The arhatia.-There are two kinds of arhatias, viz,-
(1) those :who finance the movements of crops frOlu the vil1sges 

. to the port towns or the consumer; and 
(:3) those who handle the movements of finished or imported goodS: 

from the manufacturers or port towns to the consumer. 
The first class of arliatias make advances to the cultivator or to those 

who move crops from the vi1\age to the mandi. They buy crops on behalf 
of their customers, charging a small commissiQn called arhat and a small 
charge for charity and market dues, which we have already described 
elsewhere,(U) They forward the goods to the customer on the invoice 
system, making a debit entry in the customer's account for the value of 
the goods forwarded and for their own dues, Interest is charged or paid 
to the cllstomer according to the debit or credit balance in his account,. 
at a rate ranging between 71 and 9 per ceot. Advances are also made 
on the security of goods, BIlch as grain, gllea or gin'. 

A description of the system of the cloth trade wi1\ serve ~. explain 
the activities of the second class of arhatia.t, The arhatias pllI,'Chase cloth 
from the ",lIol('sale dealers and pack and forward it to their customers. 
the reta.il dmpers, for whom they boy. The wholesale dealers nllow 7 
to III days according '0 the custom of the market. after which period 

(") ell ...... lU. poru. 1«hl1lll. 
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• they must be paid, unless an extension ~f -tim. is aITanged and interest 
paid for tile extra period. The arhatias accommodate the retail draper~ 
according to their standing and the character of their past dealings. In
terest is paid or charged, as the case may be, at' 7 to 9 per cent. The 
princ;pal markets from which the arhatias buy ~Ioth for the retail drapers 
of this province are Bombay, Delhi, Cawnpore, Calcutta and Ahmedabad. 

447. The qistwalu, who in some cases is a banker, makes advances 
not merely in his headquarters and in the neighbourhood, but over a 
wide area extending to places several hundred miles away; For example, 
,some of their ilaqas (circles of business in charge of munima or agents) 
are as far away as Gujrat, Bombay and the Punjab. A qistwala usually 
lends small amounts to agri.eulturists, or to the labouring and artisan 
-classes and rnill-hands in the industrial towns. The most common kinds 
.of qist are of four, ten, sixteen and twenty rupees respectiv~ly, for which 
<the sums realised are six, twelve, twenty and twenty-five rupees, at a 
rate of one rupee per month; whilst there are also qists repayable at 
the rate of one anna a day, of, which the principal amounts are two, 
sixteen and twenty rupees, an.d the amounts repaid are Rs. 2~2-0, 
Rs. 20-10-0, and Rs. 24-6-0. In addition to the abovementioned charges 
:a borrower has to pay 1 anna 6 p;,es to 4 annas as writing charges and 2 
,annas for the stamp. 

The sysliem of daily realisation is called rojah;, and is popular with 
the mill-hands and other wage-earners. There are also other one-day 
loans which are repaid either the same day on which they are borrowed 

oCr on the next. They are popular among petty traders, hawkers, and 
.drivers of ekkas or tongas. The rat.es of interest vary from 2 anMS per 
.cent. to 1 anna per rupee per day. 

448. Methods 0/ raising /unds.-With the exception of the arhatia. 
, 'Who borrow money by floating hfltl'ldis in the market or, by pledging goodlJ 

with the commercial banks and the Imperial Bank of India, the credit 
agencies mentioned in this section generally work with their own caQifal; 
but if they require additional funds they obtain them in the following 
ways :-

(1) The town moneylenders and pawnbrokers borrow from other 
moneylenders on pronotes and also by repledging the o~naments pawned 
with them. Some i!Illaller sarra/, also resort to the practice of repledging 
the ornamE!nts. 

(2) The grain arhatias borrow from their principals at important 
trade centres or from other indigenous bankers; viz. kothiwau alld big 
carra/s. To provide himself with funds a JIloneylender of this kind freely 
issues 1Iundis on his correspondents or principals at important trade 
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centres or on those to whom he sells his goods. At places where joint'
stock banks are willing to advance money on the security of grain the 
aThatiaa borrow from them also. 

Cloth aThatiaB obtain funds by.issning usance bills or by borrowing 
. funds from other indigenous bankers: but; &II they work mostly in im
portant trade centres like Bombay, Calcutta, Delhi or Cawnpore, they 
do not find it di.fficult to get their hundis discounted. 

449. NumbeT8.-As in the case of bankers, so with other credit 
agencies, it is impossible to give their numerical strength with any 
precision. The census figure of 1921 for all kinds of bankers and 
moneylenders in' the province was over Ii millions, of whom some four 
hundred thousand are workers, and the rest are depeBunts. 

450. Capital.-The remarks which we have ·made regarding bank
ers' capita.! apply to that' of the moneylenders. The Income-tax de
partment's estimate of moneylenders' capital is 20 crores, and 5 crores 
for those whose income is between Rs. 1,000 and Rs. 2,000. It is 
impossible to obtrun any accurate figures for the small men whose income 
is below Rs. 1,000. These estimates are all incredibly low, and the 
department admit it freely.(U). 

451. Relation to (i) agriculture.-The part which the different 
classes of village moneylenders play in financing the agriculture of the 
country has also been already discussed in chapter m. The town money
lenders make advances mostly on the qist (instalment system): the small 
Rastogis of Lucknow and the Harhias of Gora.khpur are striking exam
ples. Loans are also made on ~ pawning of ornaments, both gold and 
silver. 

452. Relation to (ii) trode.-The major portion of the trade of the 
province is finanel'd by the arhatias and town moneylenders. Joint
stock' bl\l1ka and brl\llcheB of the Imperial Bank of India have been 
$ltBblished in all the importlUlt towns of the province, but they do 
little to supply HIe credit needs of looa.! traders and merchants. Their 
roIl'S regarding security Bnd forms of instruments are strict, Bnd the 
branch mBnagers hBve no discretion to make advances in contravention 
of those rules. Small traders and businl'ssmen regard such banka as 
unapproachable. The indigenous credit agencies advance a.,aainst the 
l'e()urity of goods, pledging of ornaments, on pronotes, bahiklwtaB (book 
entries) aod hUluliB. 

453. R .. z..tion to (iii) industry.-Small industries are financed by 
petty town moneylenders, by dea.lers in finished wares or by the suppliers 

1"') Boo puu. 11M and ,at. 
18 
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of raw materials. T!J.e last of these do not charge any interest if the 
amount is repaid within a week or so, but recoup the!Ilselves by the re
latively low prices at which they can obtain the finished wares. The 
dealers make advances to secure a hold on the artisans. The town money
lenders lend money on the qist or rajah; systems. Ai; the artisans can 
o1l'er little or no security and the lenders know that they !fave little 
chance of recovering the principal sum, rates of interest are exceedingly 
high. 

Big industries and owners of large scale karkhanaB are generally 
men of substa.nce; they deal mostly with big moneylenders who do not 
charge high rates of interest. 

454. Rela,tiPns with the Imperial Bank of India and the ioint-Btock 
hankB.-The credit agencies mentioned in this section can obtain fin
.ancial assistance from the Imperial Bank of India and the joint-stock 
banks by pledging their stocks, a facility of which the arhatias who deal 
.in grain make full use. The arhatias also obtain accommodation by 
rediscounting hundiB. 

455. Rates of interest.-The arhatias usually charge 7! to 9 per 
cent. interest-the rates of town moneylenders lie between 7! and 12 
per cellt.--on hundis and pronotes, with 9 per cent. as the m0'3t com
mon rate. Interest on mortgages of house property varies between 7! 
:and 12 per cent.; on, mortgage of zamindari the interest ranges between 
9 and 12 per cent. Petty town moneylenders operating among small 
people charge up to one anna per 'rupee per month. Village money
lenders charge between 18 and 37! per cent. interest, but as already 
'stated the general rate is 24 per clrnt. For mortgages of smaller 
.amounts 9 to 18 per cent. is charged; 12 per cent. is the usual rate. 

456. System of accounts.--Credit agencies whose dealings are 
amongst businessmen and educated persons send copies of accolUlts to 
their clients, whilst those deal1ug with the illiterate explain the ac-' 
«lunt whenever required. It is in evidence that in" certain parts the 
accounts of agriCUlturists with their clients are made up after every 
crop and are explained to them in the presence of other clients on \1xed 
dates. Complaints are Gften made that village moneylenders do not 
keep their accounts properly and that a debt once borrowed multiplies 
with amazing rapidity: but these complaints are vague, and in the' 
absence of defillite proof we regard them as grossly' exaggerated. 

457. Public ·opinion.-Saf1"afa, aahukara and arhatias are honour
-able men, whose business methods are honest, and they are deservedly 
held in high esteem. The qiBtia charges interest at a \lsuneuo! raw, 

'.thoui!li his profits are greatly reduced both by his numerous bad debts 
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and by the costliness of his system, with its host of travelling gumashtaB 
and sipahis; but he is popular because that system is so convenient to 
bis clients. The same is true of the Banjaras, who also bring money and 
goods to the debtor's door, and they are well liked despite theIr petty 
exactions. Opinion regarding, tpe village moneylender is divided. 
130me consider him as wholly abominable,-an unscrupulous usurer, a 
land-grabber, the fomentor of factions and lawsuits: others commend 
him as the cultivator's friend, the. traditional guardian of his property, 
an ever present help in time of trouble. Evil genius or good angel,
the truth lies between these extremes. He is useful, for it is his money 
that enables the cultivator to plough, to sow and to reap, that brings 
the crops from field to threshing Boor, from threshing Boor to market. 
He is greedy, but his greed is limited by discretion: his fortunes are 
bound up with those of his clients, and if he harms them, he harms 
himself. In short, he is a necessity. The cultivator knows it, and 
embraces what he- cannot eschew. The moneylender knows it, and 
·"turns his necessity to glorious gain." 

As for the Kabulis, the Hsrhias, and their like, they are rathel" 
robbers than moneylenders. ' 

458. Defects .-The defects of indigenous banking are also the de
lects of moneylending ,-lack of co-ordination, of suitable credit instru
ments, of adequate facilities for obtaining accommodation when re
quired. But the worst defect flf the moneylending system is its exor-
bitant interest. -

C.-POSSlBLB RBIlBDIBS IN THB EXISTING BANKING SYSTE)(. 

(i) Consolidation of indigenou.r bank8 and bank6T8. 

459. Having examined the problems, we come to the remedies, 
and deal first with the indigenous bankers. Our analysis of their cir
cumstances makes it abundantly clear that the indigenous bankers are 
now, and will remain, an indispensable element in the financial system 
of the oountry. Their resources are limited, their methods antiquated; 
but they maintain traditions and standards which, though old, are 
honourable; they possess wide knowledge and varied experienoe, and the 
world would be the poorer by their extinction. Fortunately, their ex
tinction is not even desirable; the true remedy is not to end but mend 
them. We have r6('eived numerous sug.,<YeStions for the improvement of 
the iUdigenous banking system. We have considered them carefully. 
and we believe that several lines of advance are open. Bllt we can 
110 no more than state the possibilities; _the baukers themselves most 
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decide by which road, and at what speed, they will move. The posei. 
bilities are as follows:-

(1) The transformation of indigenous bankers into .private limited 
liability companies. 

(2) The amalgamation of the business of local indigenous bank· 
ers iI!to joint-stock banks. 

(3) The establishment of what are known in Germany as "C~m
mandit" principle banks. 

(4) The appointment of indigenous bankers as agents of joint. 
stock banks or of the Reserve Bank. • 

(5) The formation of a co-operative bank of indigenous bankers. 
(6) The adoption of bill-broking as an integral part of the indio 

genous banker's business. 
(7) The re-organisation of indigenous bankers on modem lines. 

460. Private limited liability companies.-There is at present It 

tendency in this province for joint· family firms and others to register 
themselves as private limited companies. They thus seek to reap the 
advantages of limited liability, whilst retaining the principal advantage 
of the private firm; namell', its secrecy; for a private limited company 
need not publish a balance-sheet. It is asserted that by this system 
the banker is unable to withdraw his capital; but there is nothing to 
prevent hiin from withdrawing it by making a loan to himself_ 
Though the absence of a published balance-sheet is a grave fault, yet 
such a company, at all events, becomes a Separate and regular corpora
tion. We do not, therefore, oppose the formation of such companie~, 
although we cannot regard their formation as a complete solution of 
the present defects in indigenous finance. We recommend, however, 
that any provisions that may be made for the regulation of public bank
ing companies should apply to private limited liability companies as 
well. .. 

461. Amalgamation of indigenous bankers.-In his book on indi
genous banking Dr. L. C. Jain has suggested that in every villagetff 
small town the indigenous moneylenders should combine on the joint
stock principle, pooling their capital resources and forming themselves 
into indigenous joint-stock banks. The indigenous moneylenders and 
bankers would act as directors and paid employees of the bank, besides 
earning dividends' on their shares and interest on their deposits, (") 
Dr. Jain claims for his proposal that these would be true banking insti· 
tutions rather than mere moneylending agencies, that they would I;e 



( 283.) 

economical and convert dormant hoards into deposits.' But any scheme 
which does not leave the indigenous bankers free to carry on their 
business as they please does not appear to UB to be feasible at the pr&
sent time.(") By this proposal some of the indigenous bankers :who 
join the amalgamation must give up a.ctive business. . The choice of 
manager, managing director and directors will cause constant quar
rels. We are of opinion that at present schemes of alliance are more 
practical than schemes of combination. But we do not hesitate to re
commend the proposal to indigenolls bankets and moneylenders as a 
desirable ideal. 

462. "Commandit" principlebanks.-The establishment of banks 
or branches of banks on "Commandit" principles (as they are called 
in Germany) is an arrangement by which one or more private bankers 
become the chief controlling officers of a jointostock bank and also 
its partners. The liability of the sharehold6l:s is limited to the amount 
of their shares, hut that of the partner-bankers is unlimited and extends 
to the whole of their private fortunes. To compensate them for this 
unlimited risk they generally receive 20 per cent. of the profits of the 
bank. The advocates of this system claim that it takes 'the fullest ad
vantage of the banker's local knowledge and experience by ensuring 
that the prosperity of the banker is linked to the prosperity of the bank. 
whilst the principle of unlimited liability ensures cautious worklbg and 
inspires confidence in deposit.ors. Such banks Clan be formed under 
sedion 70 of the Indian Compomies Act. 

463. Agencies ot" bmfUlllel 01 joint-dock banks on "Commandit" 
principle • . -It should be possible for banks to establish branches on 
the "Commandit" principle. A bank instead of opening a branch 
would arrange with a banker to supply him with funds up to SD 

ogreed amOlmt, over and above his resources snd local deposits, to 
divide profits in a pre-arranged manner, but in care of loss to hold him 
liable for the whole or a part of the loss. The lending bank, whilst 
retaining the ad.vantage of limited liability, would enlist the 6uppon 
of the b8l1ker's loc& knowledge and oonnexions. A fear has been 
t'xpressed that in such a case the parent bank could not exercise prop"r 
rontrol; but we ~annot share t.hat rear, 80 long 8S the bank takes a 
1'E'31 interest in su~h a..oen~ies. The system has been worked in Germany 
for oVt'r 70 years with 6ltoollent results. But its success must depend 
upon the ballkers them.elvt'S. They mu~t satigfy' the ballk thnt they 
are solvent. alld that tbey JlO8IleS8 the requisite knowled~ and capacity 
to do succe!!Sful bugjnt'ss. Thl'Y mllst p"rmit them to !'xamine their 

( .. ) Dr. J .... him_If ..,. 10 iD hia _. l!Tid ...... 001. n. po 129. 
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accounts and exercise some control ever their operations. Unless the 
indigenous bankers are prepared to agree to these conditions, no bank 
could entrust them with the use of its name and all that it means. It 
is unnecessary to discuss details since they will depend upon a variety of 
circumstances and must be left to the contracting parties to deter
mine in each individual case. 

464. Indigenous bankers Il8 agenta of commercial banks.-Another 
possibility is that joint-stock banks, instead of opening branches, should 
appoint indigenous bankers as their agents to conduct all or certain 
specified forms of business for them on a basis of coinmission or division 
of profits. ,The exact terms of agency must be a matter for the con
tracting parties to settle. This arrangement would agail) utilize fully 
the local knowledge and experience of the indigenous bankers and make 
expansion possible at a relatively cheap cost. 

465. Agencies of the 1I.esef'fJe Bank.-Whether commercial banb 
find it impossible to create such agencies or not the Reserve Bank will be 
able to utilize the services of indigenous bankers in'this manner. The 
bank would, of course, prescribe certain conditions and safeguards before 
appointing !l-n ibdigenous banker as its agent. Since indigenous bankers 
are in intimate touch with the public and exist even in the smallest 
towns this method appears suitable to bring about a speedy expansion of 
organistl'd credit. 

466. Indigenous bankers' co-operatifJe bank.-We have also con
Ridered the suggestion of a co-operative bank consisting of indigenous 
bankers working in urban areas. At present indigenous bankers com
plain that the joint-stock banks cannot, or at all events do not, give 
them all the accommodation that' they need; but a co-operative bank 
of their own would do so, discounting their hundi8 and rediscounting 
them with the Reserve Bank. Such a bank could also act as an 
acceptance house, It would leave indigenous bankers free t4 j 
carry on their business as they please, whilst supplementing their 
resources and acting as a link between the indigenolls bankers 
and the Reserve Bank. The greatest value of 'such a bank 
would be educative, since it would keep its members .\n touch with 
the daily movements' of the money market and train apprentices in 
up-to-date methods of banking. We foresee certain difficulties in this 
proposal. For instance, will the number of bankers willing to join the 
bank be sufficient to make it a success? Will the bank succeed in at
tracting sufficient working capital to meet the needs of all its members? 
Will the profits earned be sufficient to compensate the members for 
other possible inconveniences, e.g., the decrease in their resources due 
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to Bubscription of capital to the bank? We do not, however, regard 
these difficulties as serious; and recommend the proposal to the indi. 
genous bankers as a possible connecting link between them and the 
central bank of the country. 

467. Bill.broking h0U8e8.-It has also been suggested that indio 
genous bankers, especially sarra/B, should re·model their business so as 
to include bill.broking. Borrowers who cannot offer security acceptable 
to the banks could then approach them through the sarra/B, who would 
thus become a valuable link between the banks and the general public. 
And their functions could be widened so as to include acceptance of 
bills,_ opening of and guaranteeing commerciuJ credits, etc. Their 
position would be analogous to that of the bill brokers and discount-_ 
houses of London, respectable and creditable in every way. We feel 
that this would be a naturuJ development of the extension of facilities 
for the redisoounting of bills' which the central banking organisation 
will provide. But we also feel that it would be undesirable to restrict 
the aotivities of indigenous banl!:ers in the future banking system of the 
country merely to bill.broking. Though some might specialise in this 
form of ~redit, they are capable of playing a much bigger role, and 
nothing should be done to limit the scope of their utility. 

468. Re·orgall.i8ation of banks.-One thing, however, is clear. If 
the indigenous banker wishes to continue serving his country, he must 
adopt modern methods and follow modern tendenciE's. He cannot stand 
still; he must move forward, or move aside uJtogether. If indigenous 
bankers find it difficult at preaent to re-organise their busineBB on any 
of the lines suggested above, they can at least enlarge its 800pe so as to 
take in deposit banking. But who will take the lead? Our answer to 
this qnestion is that the Reserve Bank should provide a system of 
recognising bankers. The scheme should be one of which indigenouB 
bankers will lind it worth wbile to take advantage whilst involving no 
risk to the centruJ .banking agency. 

469. Conditions 0/ fttcognifion.-We suggest the folloWing condi. 
tions of reoognition :..:. 

(0) Restriction to banking and allied business to the exclu$ion of 
trade. 

(b) Re·organiBBtion of banking business on modern lines. 
(d Maintenance of an aerount with the Reserve Bank. 
(dl l'eriodil'uJ audit of aerounts by approved auditors or periodi. 

cal inspection of acronnts bv the Re&'lTe Bank. 
WI!) need hardly emphasise the lirst of these oonditions. It is an 

axiom of banking that any j:Ombinstion of credit operations with trade 
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or speculative dealings is most dangerous. Speculation has caused the 
downfall of many indigenous banking firms. We agree with Mr. Tha.
kur when he writes as follows :-"It may, however, be mentioned here 
that private bankers would greatly enhance their business and confidence 
in themselyes if they confined their attention to banking and allied acti
vities and did not participate in active trading, involving trade risks. 
They could, of course, continue their commission agency business, but 
anything smelling of trading on their own account with the depositors' 
money would in the long run be injurious to their prosperity." (") 

As for the second condition, it is obvious that a banker who receives 
deposits, both current and fixed, and issues cheques and pass books is 

-better able to augment his resources and meet the credit needs of his 
clients than one who depends upon his own resources, borrows only occa
sionally and lends incautiously. He' can also afford to lend at lower 
rates of interest. 

The last two conditions need no comment. Nobody can reap the 
benefits which are provided by a central banking agency, unless that 
agency holds a portion of his funds in deposit: no' banker or bank can 
secure public esteem, let alone public "recognition," unless he submits 
his accounts to periodical audit. 

470. Privileges of recognition.-As against these obligations the re-
o cognised bankers should have certain definite privileges as follows:-

(a) The discounting of bankers' hundia. 

(b) The facilities provided by the' Bankers' Books Evidence Act. 

(c) Remittance and other facilities. 

No greater advantage could be conferred on indigenous bankers th~fI 
that their hundil"'should be discounted at or near the bank rate III 

quantities limited only by their own credit and that of the primaYy 
party responsible for the bill. 

The Imperial Bank of India already affords special remit~an~ facio 
lities to the joint-stock banks, but does not at present t~eat mdlgenou8 
bankers' as "bankers." Recognised bankers should have, as far as 
their credit allows, the same treatment Bnd position BS B join~-stock 
bank. 

471. If a class of recognised bankers is thus created, we cannot doubt 
that it will grow and prosper, and become a source of strength to the 

, 

.~) Orga':i2(Jtion 0/ BOllk;rtt} in Indio, p. 850. • 
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banking system of the country. But we must repeat that indigenous 
bankers must be left entirely free to ask for recognition or not, as thell 
please. There should be no interference with the individual liberty 
of a private bank or banker, who must be allowed to "continue their 
activities as best as they like, and no sort of check or regulations should 
be imposed upon their business. The sanctity of private business so 
long as its liability is unlimited and it does not violate public morals 
should be left untouched." (30) 

(iil Suggestions for the impro"ement of other credit agencies. 

4 72. In another chapter we have made suggestions for the general 
improvement of the credit system of the province. For instance, in res
pect of agriculturu.1 cred}t we have recommended an expansion of primary 
<lo-operation, the creation of co-operative marketing, societies, and 
the constitution of a provinciu.l co-operative bank. Similarly, i!l the 
domain of industry we hl\ve proposed the creation of co-operative artisan 
societies both for credit aud sale, together with a provincial industrial 
bank, the apex of the system. To meet the needs of landlords and others 

• who require long-term credit, we have recommended the constitution of a. 
lalld mortgage bank. Rega.rding the problem from another aspect, we 
have further recommended that the potential debtor be taught the ele
ments of financial prudence, the desirability of equating bis expenditure 
to his ineome and of avoiding, or at least reducing to a. minimum, -his 
borrowing for unproductive purposeR. In short, we have made suell 
proposals as in ollr judgment will facilitate the co-ordination of credit, 
t.be control of his lending by the creditor, and the control of his borrow
ings by the debtor. 

473. The que.tion still remains what ill to be done with moneylender. 
One thing is certain, that the moneylending fraternity will bitterly re
sent and strongly oppose such changes as we have suggested, directed 
liS they are to restricting their operations a.nd reducing their ga.ins. 
Nor will those chan,."l'8 ft'Sult in his disappearance. Usury is as old 
as the world; no c{)untry has ever succeeded in abolishing it, no country 
ever will. Vvnatever mE'asures of reform may be undertaken, however 
perft'Ct a systt'm of education Dlny be, tht're will BlwsYlI be fools and spend
thrifts to mnke business for the usurer. It is uselt'ss, tht'refore, to ron
sid .. r whether it is or is not desirable to do away with our present mont'y
lE'Il,ll'rs, bet-suse it is illlposaible; and none of our _ witnt'SSes, indt'ed, 
lum~ eYE'n su~gested it. Tht'y have, however, made . various l'roposals ~ 
to r.>~ll\te their operations and mr ... gusrn the intt'rests of tht'ir c1ient:-, 
\\'hit-h we now p1'Opose to examine. 

- -----.---------
tU

) B.. T. Thakur. Org ... i,w,_ 01 B."'-'"9 ... J.Jie, p. S49 .. 
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474. Inclusion of moneylenders in co-operative socteties.-The first 
suggestion is that moneylenders, especially those in rural areas, should be 
induced to depos~t their funds with a co-operative credit society on condi
tion that they cease lending money priovately to the members of that. 
society. We have discussed this proposal elsewhere.(") In present 
conditions we doubt whether any moneylender would be prepared to foro, 
feit his independence; he is, as he always has been, in determined. 
autagonism to the co-operative movement. But even if he abandoned. 
his attitude of opposition, the proposal involves one great danger. Th& 
moneylender's financial status would quickly enable him' to dominate
the society and dictate its operations;before long, instead of the society 
using the moneylender's funds for the benefit of its members, the money
lender would be in a position to use, the society's funds for his own' 
benefit. It may be that a society of the new type wlUch we contemplate. 
-the "general purposes society" ,-may: acquire, in time, sufficient in
fluence to keep him in check. At all events, we consider the experiment 
worth making. To win this dangerous enemy over to the side of co-opera
tion, to secure ~he benefit of his knowledge and experience, would be nor 
small achievement. 

475. fj'Oiination of a Cj)-operative society of moneylender8.-A se
cond suggestion is that the moneylenders'ill a particular locality should 
be induced to form themselves into a rural bank lending money to the 
primary societies of the neighbourhood, not to individuals. We have fully 
discussed this proposal in an earlier chapter ,en) and have nothing to add 
to what we have'. already said. We think the experiment might be
tried; but we cannot pretend to feel sanguine of its success. 

I 476. Licensing of moneylendeT8.-Many witnesses have recommend. 
ed, the licensing or registration of moneylenders. As & condition of 
receiving a licence, th~ II\olleylender must bind himself not to charge in
terest above a fixed, maximum rate and submit to illBPection of h's 
aocounts. In return-'he would be given certain privileges, namely, fr'" 
credit with some baiJk, either the Reserve Bank or one of its agencies or' 
the district co-operative bank; and the right to the same facilities for the 
realisation of his del?ts as are at present enjoyed by oo.operative societies. 
To this proposal there are q,bvious objeotions. Firstly, it' would be diffi. 
cult to indllce either the Reserve Bank or any district c<H>perative bank 
to give a moneylender easy credit; the Reserve Bank could scarcely be 
flxpected to deal with such small fry, and a district c(H)perative bank 
could scarcely be expected to fin,ance one of its own rivals. Secondly, 

(If) Chapter VI, para. 303. 
(") Chapter VI, para, 802. 
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it would be quite impossible to ensure that a moneylender observed th& 
conditions of his licence; and if h~ did not, the only possible penaltY 
would be to revoke the licence itself, which, since he would then resum& 
independent operations, would scarcely act as a deterrent. Thirdly, nB 
moneylender would be willing to take out such a licence if it involvec} 
the auditing of his accounts. Finally, such a scheme would merely 
restrict credit without controlling it. 

477. Bend61'ing of accountB.-We have received numerous com-
. plaints that moneylenders do not keep their accounts regularly or honestly, 
and that they refuse to explain them to their clients. The remedy usuallY' 
suggested is legislation on the lines of the Punjab Regulation of Accounts 
Act, which prescribes forms in which accounts are to be kept and requirell' 
moneyleuders to send a copy of those accounts twice a year to their 
clients. We doubt whether such practices are wiaespread in this prov
ince. Indeed, there is evidence to show that in some districts it is the 
moneylender's regular custom to explain his account to every client on. 
certain fixed days. There is also evidence which shows that errors in 
the account are not alwaya in favour of the creditor.(") Again, the 
principal object of rendering a periOOical account is ta enable the recipient 
to compare that account with his own. But in the prevailing state of 
illiteracy few debtors keep Bny account; and obviously, unless he does. 
so, the creditor can still manipulate his accounts, since though the debtor 
may suspect manipulation he will not be able to prove it. Further, though 
the law may forbid the levying of a fee for preparing such an account. 
we feel little doubt that the moneylender in one way or another will 
PIlSS the cost of preparation on to his debtor, either by raising the price 
of credit, or by inventing ROmB new customary fee not directly connected
with the preparation Of the account itself. Lastly, unless the formB 
prescribed by the local Government are of the simplest possible kind. 
the moneylender himself may be unable to fill them up sstisCactorily. 
For though he is generally literate, he is very often insufficiently educated' 
to understand II complicated form. 

4iS. - These are the prindpal proposals which we haye received for 
regulating and restricting the moneylender's operations. Whilst approv
ill/l of none of them. except on an experimental basi., we have nothing 
co~rete to pul in their place. The village moneylender himself re
quires education almost as much as the peasant. For the rest, the 
competition of the new credit ~ncies which we hllve sUg"!!estt'd will 
in the ordinary course of events (~()lUpel him to reduce his rates, 
and Dl~nd his waya. 

I") Chapl_ ill. _. l1li. 
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479. Miscellaneous Tecommendations. (1) Bills of exchange.
We have already explained that the most common method of recording a 
trade advance is an entry in the books of the lender and also of tbe 
bop-ower if he keeps accounts; and we have recommended that with 
the object of increasing the flexibility of the credit system indigenous 
bankers and joint-stock banks should co-operate to encourage ~he use 
of bills of exchange. It will be a long time before these can be intro
~uced into rural areas. But their use, as also that of muddati hundis. 
(lan certainly be popularised in the towns. The establishment of a 
central bank ShOllld contribute to their increased popularity since it will 
exte"d the facilities for rediscounting. 

(2) Stamp duty.-We also suggest the reduction of the stamp duty. 
This at present is eighteen pies per cent.; and as the bills current in the 
market at the present time are generaIIy payable at 61 days, the stamp 
~uty works out at 9 pies per cent. per month or 9 annas per cent. per 
.annum. This is high, and we therefore suggest that the duty on billS' 
payable within six months after date or sight should be reduced to the 
level of the duty on demand promissory notes; whist bills payable within 
:six months after date or Right should be reduced to the level of the duty 
-on demand promissory notes; whilst bilIs payable within 30 days should 
be treated as demand drafts, and become duty free. The average annual 
income from the sale of hundi stamps in this province for the triennium 
ending March 31, 1929 was Rs. 72,525, and the loss to provincial re
venues entailed by this reduction may therefore be put at Rs. 70,000. 
We notice, however, that whereas the rates of non-judicial stamp duties 
have been increased considerably in many other provinces during the 
last 10 years, the rates in this province stiII stand at the original figures. 
'They are accordingly 51 years old, and the Government can easily re
(lOUP this loss by enhancing the duties in other directions. 

(3) Bankers' association.-We strongly urge that a provincial 
bankers' association be formed with branches in important towns, ( bf 
which not only the joint-stock banks but the indigenous bankers should 
be members. The principal object of such an association would be to 
enable banks and bankers to" arrive at a better understanding of their 
(lommon problems and interests. 

(4) MinOT rec~mmendaIions.-(a) J'oint-stock banks should allow 
indigenous bankers to overdraw for short-periods on the security of equit
able mortgages. 

(b) The central bank should have power to accommodate indigenoul 
bankers bv discounting their hundis either (1) at ~he same rate as jo;nt
stock banks .if they undertake to maintain a minimum current accoun~ 
with the central bank, or (2) at a slightly higher rate if they do n'!t. 
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(e) The proposed bankers'association should take steps to coiled: 
infOl'mation regarding the practices in various markets l'elating to hurnUs, 
and 80 far as possible to standardise them .. 

480. VernaculaT BcriptB.-(al There should be no restriction, 
whether lllgal or custQIDary, on the use of vernacular scripts. An excep
tion is the BaNafi script, the use of which should b .. discouraged, unless 
existing variations in t4at script are abolished. 

(b) Cheques and pass books tiliould be issuea in: the vernacular as 
well as in English. 

(iii) Co-ordination of credit agencies. 
481. The Re8eroc Bank.-We have now completed ou pro

posals for the re-organisation -of credit witbin the province. Bul 
the provincial credit system cannot be divorced from the country', 
credit organisation as a whole, and we venture to indicakl briefly, 
what, in our opinion, that organisation should be. At the top 
we contemplate that there should be some type of central bank, such as 
that recommended by the currency commission, whose primary func
tion would be to look to the currency and credit needs of India. Most 
of our witnesses are in favour of tbe constitution of snch a bank.' The 
bll.llk should have power to expand and contract currency according tl» 
the demands of trade, and instruments of credit, like bills, shonld form a 
part of tlle cover of currency. There should be a branch .of the bank 
in every province. Since it must necessarily assume control of all trea
suries, sub-treasuries and currency chests, it must have an agency or 
sub-agency in every district. We have ail'eady suggested that these 
agencies should be entrusted to responsible banks lind bankers'. But 
we consider it undesirable tll"t any particular bank or banker should have 
the monopoly of its agency business. All banks will naturally keep an 
acrount wit,h the central bank; 80 too, we hope, will all bankers. The 
smaller credit institutions, snch as primary co-operative societies, will 
be linkpd to it through tbeir own controlling institutions such as the 
provincial co-operati\'e hank. Thus the c.entral bank will be able to 
real'll and assist even the smallE'st credit unit. 
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PART V. 
CHAPTER XII. 

INVBSTMEN1' HABIT· AND A1"l'RAOTlON 011' OAPITAL. . 
• 

482. The "banking habit."-The first step in the evolution oC 
modern English banking was taken when the Londoners of the 16th· 
-century acquired the habit of depositing their surplus money and 
valuables in the charge of the city goldsmiths for safe custody, receiving 
in return a promise to repay on demand. The second step came when 
t.hese goldsmiths' clients, realising by experience that these promises 
to pay were as good as payment, began~to pass the "notes," on which 
they were recorded, from hand to hand as if the notes themselves 
were money. The third step was taken when the goldsmiths dis
covered that ,-partly as the result of the circulation of their own notes 
as money,-the deposits themselves remained undistnrbed for long 
periods, and conceived the idea of using, with the consent of the 
owners, those deposits in their own commercial transactions. That 
was ~he final step, (') the step by which the goldsmith was changed 
from a capitalist into a banker; for "the distinctive function of a banker 
begins as soon as he uses the money of others." CO) Thus the English 
"banking habit" came into existence. It depends entirely on credit. 
"Credit means that a certain confidence is given and a certain trus~ 
reposed. Credit is a set of promises to pay; will those promises 
be kept? Especially in banking, where the liabilities or promises to 
pay are so large and the time at which to pay them, if exacted, is 80 

short, an instant'· capacity to meet eng8.j!"ements is the cardinal excel-
lence."C") . 

483. The banking habit in India.-Nothing resembling the bank. 
ing habit which exists in England at present exists in India, save 
where Indian financial thought has been affected by weStern influences. 
In ancient India, according to the J atakas, the practice of depositina 
money or valuables for safe custody "with a friend" was not unknowl.~ 
Even at the present day there are some who still regard the moneylender 
~s the "Bahu" ,-the honest man-, and occasionally p~ their wealth 
in his care. But in ancient and modem times alike hoarding was the 
most common form,of saving. Of the past, we read that "capital wealth 

(1) The invention of the cheque might be regarded .. • fourth .• tep j bot tb. 
-cheque ~ in _ essence. nothing more thAD an o~der to, • banker to carry out hie promise 
-of rep,.YIng: &. deposit on demand, and accordmgly lDvolvea a change rather io method 
~han m prinCIple . 

• (') Ricardo, quoted in LombOTd SI ... I, 1917 edition, page 91. 
(') Lombard St ... t, page 22. 



( ~93 ) 

was hoarded either in the hou_in large mansions over the entrance 
passage (dllara kottahaka)-under the grouBd, in brazen jars, and 
under the river bank." «) And at the present day, the average man 
usually insists on keeping hill valua.bles in s_ome secret- hiding place, 
usually a recess in the wall or a hOle in the ground, of which none but 
he knows the location.("l No doubt the moneylender possesses a 
lIa.fer repository tho.n his client, which, as is currently believed, he and 
his wife take turns in guarding all night; but does not the robber gang 
when looting a village invario.bly make first for the bania' 8 house? 
Again, the Indian is always ready to take up certain types of invest
ment. Merchant prince and peasant alike are willing. to sink their 
money in the purchase or mortgage of land, of house property, of 
cattle, of standing crops and of trees, and also to lend money on the 
security of such assets. They are willipg, in ~ort, to invest in any 
security that they can both see and touch. But relatively few Indians 
in the towns, and still fewer in the villages, would be willing to invest 
in any enterprise, however remunerative, so long as the only evidence 
of their investment was a piece of p'aper containing a "promise to pay" , 
-a promise, indeed, which most of them would be unable to read. As 
for a banking deposit, even if the client were willing to trust the b:i.nker 
with his money, the banker himself would be unwilling to accept it. 
According to his own lICCOunt, he regards such acceptance as derogatory 
to his dignity, as suggesting that his own resources were inadequate 
to his transactions. Relatively few Indian capitalists will receive 
deposits at all; those who will, usually set a term both to the amount 
and the period of the deposit. CO) In short, our kothiwal sa",* 
resemble those merchant princes of Venice and Genoa "who inherited 
nice cultivation as well as great wealth, and who to some extent com
bined the tastes of an aristocracy with the insight and nerve of ~en 
of busineBB;" C,) and like them they are being pushed out "by the . 
dirty crowd of little men." 

In a word, even amongst the better educated population of the 
town~ there is little of that confidence which is so eBSential to any 
bankIng system; amon!(St the illiterate and unsophisticated popUlation 
of the villages it is entirely lacking. 
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484. The influence of Government on the investment habit.-There 
'is, however, one notable exception to this general rule. The middle 
class Indian, especially perhaps the Indian peasant, whatever he may 
think of Government's other activities, has complete faith in govern
ment's financial probity. He will refuse to deposit his money in II 

joint-stock bank, or to invest it in commercial stocks and shares; but 
he is ready to deposit his money in a postal savings bank, or to invest' 
it, according to his capacity, in a cash certificate or a government 

'loan, because he knows both to be sarkari. Again, such success as the 
co-operative department has achieved is probably due in the main to 
the belief that Government stands behind the department. The 
failure of a co-operative bank or society causes all the greater dis
appointment, because in the peasant's mind it implies that for some 
inexplicable reaSOn G~ernment has failed for once to carry out its 
promises. Finally, it may be doubted whether paper money would 
have passed as freely as it does at present, had the ·'promise to pay" 
which that paper contains been the promise of a bank instead of 
government. (8) 

485. Movements of CUrTency in the province.-Since the .year 
1925-26 there has been throughout India a steady return of silver 
coin from circulation into the currency reserves.(') The total return 
for all India up to the end of October, 1929, amounted to 5,321 
lakhs.(lO) On the other hand, government CUlTency notes have been 
growiJ;lg increasingly popular, J\S is proved by a slow but steady increase 
in their aCtive circulation.(") It is clear, therefore, that all over India. 
there is a general .tendency for notes to replace silver as' a medium 
of exchange. . 

4e6. The position in this province is in Borne ways peculiar. In the 
Cawnpore circle(U) the return of silver began as far back as 1923-24, 
and must therefore have been uninterrupted since 1920-21, when the 
post-war return of silver began. Further, the return in this circle is 

( 
(') No bank baa issued DOtes in India since 1862. Previous to that the Banka of 

Bengal. Bombay and Madras were allowed to issue notes. but tbey were DOt legal tender 
aDd their circulation was imperfect:. In the case of the Dank of Bengal Government 
would only accept their notes in Bengal itself. bot would neither eaab DOr re-iuue them. 
In the Nort.b·Weetem ProviDCOO (tho> p ... ent proviDee 01 Agra) Govemmeot refused 10 
accept the bank's notes at Ueaqries. Findlay Shims' 'ndilln F~ «Inti Btmki"" 
1920, pagee \!86 10 240. ' 

(') There had been a similar return during the triennium 1920.91 to 1922·13. 
This, however. was due to sPecial QUIles and fonna part of the aftermath of the 
Waf, an explanation of which is given in Findlay Shirr .. ' IndU:nl Banking and Fiuna, 
pages 14 tn 18. 

C") Figures supplied hy the CoD!",lIer 01 the Curre.cy. 
(11) For figures see the report of the Cnntroller of the Corrency, 1027-28, pa~(t 28 
(12) Which, however. includes both Ajmere and Sambhai'. 
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disproportionately large; for instance, during the ;P8riod April,. 1925, to. 
October, 1929, the return was 2,391 la.khs or 45. per cent. of the all. 
India total. Again, during the two years 1927-28 and 1928-29.the 
return in the rest of India temporarily ceased; being replaced by II net 
absorption of 33 ·lakhs; but in the Cawnpore circle the return in those 
two years a.mounted to po less than 711 lakhs. It seems clear, there
fore, that the a.ll-India tendency to substitute notes for ~ver is. not, 
by itself, a sufficient explanation of the facts observed in this provIDce. 
There must also be some special local reason. • 

"487. One 06use is probably the agricultural oaiamities of the period. 
In 1924-25 there were serious doods, which 06used a great loss of pro
perty and nearly destroyed our canal system. The effects of the8&-. 
floods persisted in 1925-26. Thereafter for some eighteen months till the. 
khan! of 1927-28, the province was comparatively prosperous; but from 
that date till October. 1929, one crop failed after another. The province 
was twice on the verge of a widespread famine, being saved on each 
ocoasion by timely rain in October; twice Government actually had to 
oommence famine operations, though only to a sma.ll extent and in 
restricted areas. Finally, the province was visited by a plague of' 
locusts, from which it is even yet .not entirely free. Yet in spite of 
the difficulties of the last six years, such revenue as was not remitted 
has always been collected without much difficulty; and especia.lly in the 
orucial period between April and October, 1929, it flowed in with pheno-' 
menal regularity. The question which puzzled the authorities was 
whence the money to pay the revenue was provided. It was almost 
entirely silver; and the ouly poBBible solution aesmed to be ~hat payment 
had been achieved by the liquidation of silver hoards. 

488. Since further investigation into the matter seemed likely to 
produce interesting results, we consulted the ourrency officers(U) on 
the subject. who kindly undertook to provide us for the period April 1. 
1924. to January 81. 1980. with figures showing the. absorption or return 
of both notes and coin through every ourrency chest in the province. 
These figures are interesting and important in more ways than one. 
They throw much new light on the general economic situation, both 
of the province &8 a whole and of individual districts. and that from an 
unusual as~d. We have. therefore. attempted a detailed analysis of the 
~uses Which. alect the movements of currency in the province; and in 
Vlew of the mterest attaching both to thefi,,"Ures and the conelusione 

lUI Our &b&Db ... opoclaUy due to K.. H. DftmiDg, o.J.L, late ContmlIer ., ... 
CulTOD<y, who pul III ... &ba _It at IhMO _-. ...t 10 K.. 3. B. Tallor, c-.. 
- at &ba C ....... , • ...t Mr. lL V. Tri-todi, c..n-y 06cer. CaWDp<n. 

19 



( ~96) 

which' sp'ring from them, we have reproduced both in an appendix. 
H~re we' deal only with those conclusions which are most directly 
rei&tea'to the objects of our present enquiry. 

489. Return of coin in June, July and Aug1l.8t.-Oyer the province 
a!!.a whole there is a large return of silver coin to currency during the 
three months June, July and August in anyone year. This is the 
direct result of the large revenue payments which take place in May, 
June and July. The return is well-nigh universal. It occurs in every 
district except eight, of which four belong to the hills, where the cir
cnmstances are peculiar; whilst· the absorption in the other four 
amounts to only 10l lakhs in the entire period. The total return of 
silver in these three months during the six years 1924 to 1929 amounts 
to 1,9481lakhs, or an average of 325 lakhs round in each year. 

490. Absorption of coin in othM months.-During the remaining 
nine months of the year, though 19 districts continue to show a return 
of silver, yet over the province as a whole there is a net absorption, 
which in the w!::.ole period amounted to 5871 lakhs, giving an average 
of 90 lakhs in each year. The average return of silver, therefore, in 
a full year is 235 lakhs. 

493.. Absorption of notes.-Meantime, there is a steady absorption 
of notes, which goes on throughout the year, alike in the months d 
heavy revenue payments and in other months. Indeed, the absorption. 
is rather larger in the former period than 1n the latter; the .. verage 
figures are 82 lakhs and 77 lakhs per mensem respectively. The grOSl' 
absorption, however, is reduced by the cancellation of returned note~ 
which are no longer fit for circulation; and "the net figure of "bsorption 
throughout the period was 2,1801 lakhs, giving an average of 392 l"khs 
per annum. 

492. The position can now he summarised briefly thus. During 
three months of every year the province returns, mostly through p ~y
ments of revenue, ali average of 325 lakhs of silver coin to currency. 
During the rest of the year it absorbs 90 lakhs of silver; and throughout 
the year it absorbs 392 lakhs of notes. In other words, for every three 
rupees of silver that it returns it absorbs nearly one rupee of silver and 
nearly four rupees of paper. It will be noticed that the total absorption 
is greater than the total return by nearly two rupees in eight. 

493. The conclusions to be drawn from these figures are clear. 
The people of this province, like the rest of Indis, -exhibit a decid~ 
preferenca for paper to silver as a medium of exchange, and have t..,e[l 
for some yea~ engaged in the process of getting rid of the former and 
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acquiring the lattef. They do absorb a certain amount of silver, but 
no more than is necessary in a country where. the daily transactions of . 
the average man are too small to be carried out in any other, medium. 
Divicled over 48 diatricts, a sum of 90 lakhs means leBS than two la.kha 
per district. Divided over a papalatwn of 45,376,000 it means, almost 
exactly, S annas 2 pies per head. There can be no doubt, ~erefore, 
that the province is merely absorbing, or rather re-absorbing, as much 
silver as it requires for its daily needs; and fop the rest isna,., dealing 
entirely in fiduciary currency. 

494. The total amount of silver that has been returned in ~e .'1Il 
months from April 1, 1924, to January 31, 1930, is 1,361i lakhs. The 
return of silver, however, has been going on since 1920-21. ABBuming 
that the earlier return was at the same rate as the latef ,(to) we may 
put the figure for that period at another 9 erores, making a roun,] 
aum of 28 erores from 19"20-21 up to the present date. It seems im. 
possible to suppose that the whole of this merely represents retnrn 
from active circulation. It must, to a certain extent at all events, 
represent a return from hoarda,-Iiquidated for the moat part witb 
the deliberate object of replacing tbem by paper. 

~95. So much at all events may be taken· &IJ certain, 'tliat the 
paper which is now replacing silver is not itself being hoarded, for' 
which purpose it is too perishable; the average Iife·of a note in active 
circulation is calculated to lie between 51 and 71 monthe in the ease 
of all notes up to &. 100.(") There can be no doubt ~at habits are 
changing, that people are keeping less money the tbey did teo at' fif.· 
teen years ago, and are both spending and investing more. One cause of 
the growth in direct expenditure is the bigher price level of the present 
dllY; the high price of food graine brings more money into the pocket 
of the cnltivst«, tbe higb pri~e of other commodities forces him to 
spend, instead of hoarding it. Another canee, especially amongst the 
upper lind middle classes, is the growing demand for certain modern 
luxuries, such 118 motor ~ars and gramophones. The gro~ of the 
invtIRhlll"Dt babit is indicated by tbe rise of that new type of financier. 
the tt-nant moneylender, who. acoording to the census figures, wa8 
comparllti"ely rare even ten years ago; and till last year. it was also 
indicat~ by the increased pri~ of giU-edged aecunties. 

496. It must be remf'mbered, however. that there has a1\Uvs IieeD 
heavy absorption of l!Old in India. where it is lOcked up either in 

IU) Tberol io _ to ....... that iI .... __ ~. Tbon ..... _ ill 
11111l· ........ 0..-, .... to _plaia or tbo • __ or aihw _ "-
..... Iod.-I ill -_ .... !up ~ to Il0l<1 tbom. 

M lloaUollor or ... ean..:..y', ftplOt. 19i1'/-iS, ... III. 



hoards or in jewellery. principally the latter. for· changing fashions 
require it; and in recent years it has been considerably increased. In 
the year 1924-25 the net import was 73t crores. or very nearly double 
the highest figure previously ·recorded. This huge addition to India's 
gold has been attributed to a. variety of causes.-the agricultural pros
perity which followed on four good harvests; the high prices of the 
commodities in which the agriculturist usually spends his surplus. and 
the low price of gold. coupled with a belief that though that price might 
rise. it could scarcely fall lower. Accordingly. all over India in 1924-
25 people with surplus cash were buying gold merely because it was 
cheap. and though net imports have been conaidera.bly reduced in subse
quent years. yet according to a recent estimate India' s stock at the end 
of February. 1930, was £585 million. (1O) It is, of course. impossible 
to say how much of this gold was absorbed in the United Provinces. 
but we may safely assume that it secured its fair ahare; and if that is 
so, it is further safe to assume that a part of the fiduciary currency 
absorbed aince 1924-25 has gone in the purchase of gold. and that conse
quently gold has to some extent replaced ailver in the hoards of the 
province. 

497 ... SU'I7IITnfJ'T1} of the position in 'respect of infleatment and bank
tng.-It is now posaible to summarise the genera.! attitude of the people 
of this province in the matter of investment and banking. 

(1) A certain proportion of tbe people. which though still relatively 
. small is steadily, increaaing, have adopted the financial habits of 

ihe west in their entirety. They depoait their surplns cash in banks, 
br invest them freely in government or commercial securities. They 
have in this inatter little left to learn. though there is still much in the 
shape of additiona.! facilities for investment which they require. and 
freely demand.· ' 

(2) Amongst the rest of the population the habit of investmen\ is 
much less developed. The average man, whether be lives in town 6r 
country. undoubt.edly possesses the instinct of saving. But his methods 
of saving are of the primitive "stocking foot" type, and amount merely 
to hoarding. He is not averse to investment in principle; it is lack of 
education which makes him both shy and suspicious. and the range 
of investments in which lie is prepared to risk his money is small.-tbe 
purchase and mortgage of land. of house property. of cattle. of crops. 
or of treM, the pawning of ornaments and moneylending make up the 

r') Leading article in the "Times of India" 01 May 8, 1980. quoaDg an artiele 
fJrw the ROODomiD Joornal. India. how ..... holde I ... gold than \he Uniled 8 ..... 
"·h .... tho figure ie pu' ., £800 milli<w. 



( 299 ) 

most of them. He will have little to do wi!h paper unless it be gov
ernment's paper. He will not deposit his money in a bank unless it has 
government's backing, such as the postal savings bank or the co-operativ8 
bank. In a word, he will invest only in securities of a visible or tangible 
kind, or with persons whom he both knows well and trusts, whether it be 
a brother cultivator or government. During the last few years he has 
abated something of his suspicion, as is shown by the fact that he now. 
actually prefers government's paper currency to silver, and has actually 
for some time been breaking up silver hoards to secure the former. It 
is true that he has almost certainly been buying and hoarding gold, but, 
with gold as cheap as it was and likely to rise in price he can scarcely 
be blamed for what at the (une was a sound investment. Judging from 
his recent ventures in silver we can feel little doubt that when the profit
able time comes that gold will come out too. Neve:theless, hill general 
outlook, though broader than it was, is still extremely narrow. Especial
ly, he is shy of the ordinary bank; the many failures of recent yeara 
justify his caution, but they are not its only CIIuse. He is used to the 
leisurely and comfortable methods of an eastern be.zar: the mahajan 
sitting on a cushion on the floor, with his cash box beside him; his ledgera 
before him, and his safe in the wall behind him; the friendly chat .that 
precedes business, the spirited discussion of terms, ended with a scrawled' 
entry in the bahi-khata, a thumb-impression, and prompt payment from 
safe or clll!h box. Contrast with this the methods of a modem bank,-its 
long counter, its partitioned grill, its row of uninterested clerks, ita 
invisible manager, suavely aloof from all but his moat important clients. 
Ie it strange that the peasant, accustomed to the cot and cushion of 
oriental business, is overawed by the plate-glass and mahogany of the 
West? 

498. The banking facilitir8 in the pt'()l)ince.-There are operating ill 
the province 86 joint-stock or exchange banks with 98 branches and 19 
pay offices. A complete list of these banks and the places at which 
they are located will be found in the appendix to Chapter m. The di. 
tribution by revenue divisions is as follows:-

II_D' •• III I Go .. kbpu.. 8 
AIR.. 11 lbaaol a 
Bobllltlo .... 4 •• . • It_ 5 
&1 .. 10..... •• •• 18 LDobo. 18 
Ba.,... .., l'J..w ••• 

The two western divisions and the divisions of Allahabad and Luclinow 
posses_ 76 banks as againsi 8\ in the rest of the province, 80 that \lie 
distribution is ex~mely uneven. Apart from that. there are 16 disiricta, 
together with 18 towns with a population of over 16.000 and mllD1 
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· Smaller towns, which possess no modern ban,king facilities at all, save 
such as are in a few cases provided by indigenous bankers working on 
modern lines. 

499. Capital of the joint-stock banks in the fJTOfIince.-We are 
indebted fiTstly, to some of the big banks themselves and secondl", 
to the income-tax department for supplying us confidentially(") with the 

· figures of capital invested by the joint-stock banks in this province. 
The income-tax estimates are based on the records for the year 1928-29, 
.while the bank figures are as on 31st December, 1929. Combining the 
two sets of figures we estimate the capital of joint-stock banks invested 
in the province to be Rs. 491 lakhs. 

500. Post office 8afJings banks.-The number of post office savings 
· banks is large. . All head offices, all sub-post offices and some 
· branch post. offices possess them. ·Deposits and withdrawals by divisions 
in the year 1928-29 are as follows (to the nearest thousand) :.-

Division. Deposit •• With:irawaJ .. 
Rio R .. 

Meerut ~,O6,OOO 89.74.00J 

Agra .:. .. 44.91.000 48.65.000 

Rohilkhand 49,16,000 88,~.OOO 

AlI.habad 4S1,77,O:xl SO,iS.OOO 

Jhanei 18,10,000 12,67.000 

Beaares 39,'8,000 86.18.000 
Gor .. .t:bpur'· .. 29,09,000 !i3,89,000 

Rumson 12.21.000 19,Oi,OOO 

LUOil:DOW 48,18,000 ~87.000 

F,ub• d 3).78,OY.l 118,40.000 ----
Tol.1 9.U.~0.OOO 8.19,61.000 

In - 1926-27 and 1927-28 the total deposits were respec~rely 
Ra. 2,82,39,000 and Ea, 3,25,41,000; the withdrawals were 
Rs, 2,56,01,000 and Re. 2,7a,96,OOO. It is clear. therefore. that both 
deposits and withdrawals are growing, though the figures of withdrawals 
in 1928-29 are possibly swollen by the general calamities of the yesr. 
The classes whicli, principally use the post office savings banks are, 
(according to the evidence of postal officers themselves), government 

·servants and servants of.local bodies, railways, professional men. teach
ers, ' studeats; in fact the educated and middle classes generally. To 
ihese, ,however. must certainly be added a number of menials. whether 
4n public .or ·private service. At our request the paRal authorities were 
good enough ill classify by occupations some 10 per cent. of the savings 

,.. (") In jUlIioo 10 the depanmODI it ...... ld be .lated thel the &gureo IUJlPlied ..... 
Iotalo ........ ,. 10 IbM _ .... DO breach 01 eon1id ....... 
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banks accounts in one of the largest offices in the province .. The results 
of this classification show that out of 2,600 aceounts only 400, or 15'3 
per cent., were rural; whilst .of that figure a considerable proportion 
belong to persons whose habits of life are in reality urban, and who are 
~nly resident in rural areas by reason of th.eir occupation, such as gov
ernment and railway officials, teachers and shop-keepers. The average 
aDUual figure of deposits over a period of three years is 313 lakhs; 
tbe average annual figure .of withdrawals in the same period is 281 
lakhs. There is, therefore, always a balance in credit on the w<.a'king of 
IIny olle year. 

501. Polt offioe olJ8h oerlifi,cats8.-4 post office cash cerlificate can 
be obtained wherever there is a post office savings bank. 'l'he rounded 
figures of issues and discharges during the two years ;1.927-28 ,nd 
1928-29 by divisions are as follows :_(11) 

• 
1997-\18, I 19!1S'-519. 

DI.I.lon, 
, 

rll11ft. DI.oha·SUo 188Dea. . Discharges. 

Bo. Rio Rio lis. 

H ... u' ,. .. .. 10.118.000 6,07,000 7,86,000 7,16,000 

Asr· .. •• .. 10,So,OOO 5,117,000 7,55,000 8,518,000 

Rohillrh."" .. .. .. 8,olII,ooo 8,08,000 7.67,000 8,511,000 

AIl.h.W .. .. .. 18,5&,003 ',116,000 1U5,000 6,40,000 

Jh ... 01 .. .. .. 8.'8,000 1,88,000 io6i1,OOO 8,08,000 :e._ .. .. .. 9.88,000 ',67,COO 7,so,COO MII.COO 

GonoIthpnr .. .. .. U6,ooo 1,78.000 6,65,000 8,75,000 

Knm_ .. .. .. 11,60.000 1,U.OOO 1,f6,000 1,17,00) 

L1lolrllOw .. .. .. U,96,ooo Ul,ooo IUB,OOO 8,8lI,000 

~W .. .. .. 8,51,000 1,69,000 7.88,000 6.8.l,000 
, 

To ... .. 84,66,000 ae.ff,ooo 'IO,f8,000 eo,51.000 

. Acoordlllg '0 the offi08l'8 of thepoetal departmeni cash certificates 
are populIII' mainly amongst the educa~ classes governmeni offici ..... 
professional men, and 'o·a much smAlleor exten' amo. shop-keepert 
and monied men generally. 
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502. Post office insurance· fund.-The post office maints.ins &II 

insurance fund which is open to all permanent government servants, 
whether gazetted or non-gazetted, to the temporary government ser
vants in certain departments, to the servants of local bodies, and to the 
permanent servants of all universities established by Government and' 
under government supervision. The scheme includes (1) life insur
ance, i.e., the payment of a given sum of qloney on the death of an 
individual to his legal representatives or assigns; (2) endowment asSUl-. 
ance, i.e., the payment of a given sum of money to an individuaJ or his 
assigns at a certain specified period of his life or his legal representa
tives or aSsigns at his death, if death occurs before the ~pecified date: 
and (8) monthly allowance; the payment of this may begin immediately 
or .at some specified futtU"e date. The minimum and maximum limits 
both in the case of life insurance and endowment assurance are res
pectively.Ra. 100 and Rs. 10,000. The latter is payable at 45 at any 
subsequent age. The limits of the monthly allowance are respectively 
eight annas minimum and Rs. 50 maximum. 

Insurance and assurance premia are paid monthly. The monthly 
allowance is secured either by payment of money in a single sum, in 
which case the allowance commences at once; or payment of a stipu
lated number of monthly instalments extending over a period of at 
least five years, in which case the allowance commences after the ex
piration of that term. 

The number and value of the policies taken out during the thre& 
years 1926-27 to 1928-29 are as follows :-

Yea.t. Numbe. 01 polloi ... Valu. of polloi ••• 
.. ;tis. 

19\16-!17 56 15,86.000 
1927·!18 695 17.15.soJ 
1925-g9 699 

The average value per policy amounts to Rs. 2,380. \ \ 

It has been suggested that the scheme might be extended to the 
general public. Few, if any, of our witnesses, however, have men
tioned the subject. We shall refer later to the possibility of extending 
it as suggested. 

503. PUf'cwe and- IIIIe of 8ecuriUu.-At present there is no stocIi 
exchange in the province; and some experienced witnesses recommend 
that one be instituted, to facilitare dealings in the stocks and .-hares of 
companies incorporated in this province, which are not obtainable in 
any other market. They admit, however, that there is not at present 
sufficient business to justify such institution, and that the joint-stock 
banks afford all the facilities that are at present required, or, at an 

<. 
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events, all the facilities which the bimks themselves command; for the 
banks cannot supply securities which are not obtainable on the stock 
exchanges of Calcutta or Bombay. There appears at - present t~ be 
neither need, nor strong demand, for a stock exchange. Mean~e, 
investors can buy or sell securities, whether government or commercIal, 
through the agency ,of a joint-stock bank, which usually charges a sDlall 
commission, not exceeding four anJ?as per one hundred rupees, in addi
tion to the brokerage charged by the stock-broker employed by the bank 
to carry out the dea~. It is also possible to obtain government securi
ties thr9ugh the agency of the post office, but only to a ~it of Rs. 5,000 
per annum in each individual case, apart from new issues, rega.rding 
which there is no limit. 

504. Adequacy of ereisting facilitiu for inllutment_"':"Ta.king the 
province as a whole, the existing facilities for saving and investment are 
undoubtedly inadequate. The post office throws its net wide; and, 
indeed, we doubt whetlier it could safely throw it much wider. Some 
witnesses advocate extending savings bank and cash cert'ificate work 
to every branch post office. They forget, however, that where a branch 
office does not already carry out this work, it is probably located in 
some small private house in a remote village, where it would be imposs
ible to ensure sBfe custody of the monies received in such operations. 
As hIlS already been pointed out, banking facilities for the province as a 
whole are both unequally distributed and inadequate. There are large 
tracts which possess no bank at all, whilst even where they do exist, 
they generally serve only the urbau area in which they are situated 
and a restricted rural area around it. Lastly, the facilities for investing 
in st,oo\,;s, shares and securities of all kinds, which are possibly adequate 
for the olasses likely to interest themselves in such investment, are for 
tile vast majority of the population 80 greatly restricted as to be almost 
non-existent. In terms of population it may be said that out of 45i 
millions of people, possibly 2i millions have all the investment facilities 
they require. The rest of the population must be content with such 
faoilities 68 the poet office affords, and with moneylending in its various 
forms. • ' 

505. Facilitie.r for rsmitt4RCe.-Remittance in its literal sense 
means the tranamission of money from one pla.ce to another; in ita 
technical seuss i\ alao p1881l8 any device \hat awids actual transmission 
of money. In a well-organiSed banking system, ,where tbe mobi!i&atiOD 
of c3pital is controlled by a central authority, these devices are so 
numerous and 80 elfective tha~ actual "remittance" is practically con
fine~ to iill-money. In this provin~. however. where ban)dng facilities 
are Inadequate and Ilno~llised, where capital is broken up into l\.Deqoal 
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holdingd, each controlled by an independent capitalist, remittance be
comes a matter of first-class importance. -

506. The actual transmission of money, whatever the means of com
muuication or the conveyance selected, always involves both consider
able risk and considerable expense. It can only be justified if it is 
unavoidable,-if the transfer is from a place where the money is unsafe 
to a place where it is safe, or from a place where it is not wanted to II 
place where it is wanted, and cannot be otherwise obtained. There are 
still many places in the province where the only- manner of obtaimng 
casa is to import it. There is, indeed, one method ot transmission 
whICh is neither risky nor expensive, namely, transmission of notes 
and coin by insured post, the charge for which is only two annas per 
one hundred rupees in addition to the registration and postage fees; 
but the amount that can be thus sent by post is limited to Rs. 3,000 
per parcel. 

507. There are many devices by which the actual trausmission of 
cash from one place to another can be avoided-the cheque, the hundi, 
the bank draft, the money order, the currency transfer and the supply 
bill. Where there are clearing house facilities, the use of a cheque 
avoids not only the transmission of money from place to place, but its 
passage from hand to hand; where there are no such facilities, the payee's 
bank at the place of destination has to collect money from the agent rJIf 

representative of the drawer's bank in that place. The hundi in its 
simplest form exactly resembles the cheque, save that the person who 
is ordered to !pake the payment is not a bank. All other methods of 
remittance; whilst avoiding the transmission of money from one place 
to another, involve the passage of money in both places. For instanCe, 
the Hapur merchant who wishes to make a payment in Cawnpore will 
pay the sum due to a bank in Hapur; that bank's agent or representa
tive in Cawnpore on receipt of the bank draft will pay the money t$lthe 
recipient. The procedure is precisely the same in the case of a money 
order or a supply bil.I, save that post offices or treasuries take the 
place of the banks. The only difference between a telegraphic trans
fer and a bank draft, or a currency transfer and a supply bill, is that 
the former in each case is sent by wire and the latte~ by post. 

508. A "remittance facility" is a saleable commodity; anybo(Jy 
. 'may buy it, though only comparatively few are in a position to sell it. 

And being a saleabl~ commodity it has its price. That price is made 
l1p of tWQ elements. There is, fi~8Uy, the cost of transfer, which the 

. purchaser of the remittance has to pay to or receive from the seller . 
. There is. 8econdly, the interest on the money transmitted during the 
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period of transit, which obviously benefits th~ seller. since he enjoys the 
use of the money between the time whelj. he receives it from the pur
chaser and the time when his agent at the place of destination pays it to 
the recipient. The price of a remittance facility, therefore. is usually 
the difference between the cost of traDsfer and the interest for the time 
of transit. In practice, however, the rates are generally fixed, save that 
in the case of a telegraphic transfer or currency transfer the telegraphic 
charge is added. 

509. Remittance agenci6B.-(l) The Imperial Bank of India.
The. rates charged by the bank differ accordiJ!g to circumstanccs.,-

(a) When the purchaser is a member of the public and the 
transfer is from one branch of the bank to another, the 
rates are i per cent. on sums up to a thousand rupees, 
1 per cent. on sums between a thousand anli ten thousand 
rupees, a"~ '" per· cent. on sums above ten thousand 
rupees. 

(b) If another bank wishes to purcbase remittance through the 
Imperial Bank to a place where the purchaser has no 
branch, it pays the usual rates, mentioned above. 

(0) Where a bank purchases a transfer from one of its branches 
to another, the rate in the case of BumB above .ten thousand 

. rupees is reduced to I. per cent. 
(d) The bank is also prepared to purchase hundis and telegraphic 

transfers from other banks and from the public, but it is 
cautious in accepting such business since it involves the 
ri.k of non-payment at destination. In this pase the 
rates vary according to the standing of the client. The 
maximum rate is said to be i per cent., but it is often much 
leBS. 

(6) The Imperial Bank is also willing to accept bills for collec
tion, receiving payment at destination and subsequently 
Dlaking it over to the bill collector. The charges are 
the aame as in the case of the purchase of hundi8. 

(I> The competition with another bank occasionally compels the 
Imperial Bank to reduce its rates. Except as deecribed • 
above, however, it gives no preference to banks or to indi
genous bankers. _ 

('J) Comtlletrial banb.-Exchan.,"ll and joint-stock banks also buy 
and sell remittance. Their rates vary from clien' to client and also 
Ilepend on market prices. Where they have to face competition with 
the Imperial Bank, they usually charge tbe same rates; elsewhere their 
chBlf!M are often higher 
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(3l Indigenous' bankers.-They buy and sell hundiB; their rates 
depend upon supply and demand, but nowhere exceed the rates charged 
by ba.nks. When the market cannot supply their requirements, they 
obtain what they need from commercial banks. In one respect their 
methods are different from those of banks. A bank would rarely if 
ever resel! a bill which it had purchased in the market, except to another 
bank which had a branch in the place of payment. An indigenous 
b.anker, on the other hand, would often do so, even if he have a branch 
or 'agent at destination. 

(4) Merchants.-To the agencies mentioned above, the purchase 
or s~e of remittance is !nerely a financial operation out of which they 
derive profit. To the merchant, however, the purchase or sale of re
mittance is necessary to enable him to meet his obligations. It is his 
requirements which determine the market rates, which according to 
circumstances may be in favour of the buyer or of the seller, ranging 
from i per cent. discount to ~ per cent. premium. The hundi is in the 
long run the cheapest form of remittance, since it is usually available at 
or below par, and the only'other charge which the buyer ever has to pay 
is the dallal's brokerage, which varies betweenh and h per cent., 
as against the bank's commission of i per cent. 

(5) Post office.-The principal importance of the post office 80S II 

remittance agency is that it exists in many places where no other such 
agency is found. It issues both money orders and sterling 'P<>stal orders. 
The rate on the former is exceedingly high,-the minimum is one per 
cent. (19) The cause is said to be historical, for the rates date back to II 

time when ba.nk remitfance facilities were few, and the hundi rate was 
at or near 1 per cent. The rate on the sterling postal order is one anns.> 
on any value up to 28. 6d., 11 annas on any value from Sa. to 158., and 
two annas on any value from 158. 6d. to 218. For example, at 1Sd. 
to the rupee, the charge on 80 208. postal order is exactly half the charge 
on a· money order for its rupee equivalent; and as British postal ordera 
sold in India are payable at any inland post office, it is not 8urprising to 
hear from a member of our committee that he himself often uses So 

sterling postal order for payments in India instead of II money order, 
and that the practice is not uncommon. The total value of money 
orders issued in 1928-29 was Rs. 8,67,59,000, and of money orders paid 
was Rs. 13,85,28,000. 
.. 510. Treasuries, currency chests. and 6Upply bills.-The money 
held in II government treasury consists of two parts. The first is th' 

rt) The e:lam ra. are, on any sum Dot exceeding Re. 10 two aODU, on ... ,. 
IUID exceeding Be 10 bul not eseeediDg RI. 95 four auo ... on any IUID ...,...w,g Ro. \14 
lour annu lor eaCh complete sum 01 Be. 95 and lour annu lor lhe ...... ainder. prooided 
"'.. if the remainder does nol ""eeecI Ro. 10 the charge ito only 1_ ann... Thito io 
""uivalenl to Ii per coni. on Ro. 10. H per nant. on Ro. 15. Ii par .... 1. em Ro. !IO 
1 per nanl. on Re. Ill. ' 
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"treasury baliLnce," from which Government's disbursements are made 
and into which government receipts are pa.i.d. The second is the 
"currency chest" balance, which llonsists of notes which are not "in 
circulation" and of coin which forms part of the metallic reserve held 
against the issue of notes, and known as the paper currency reserve.(OO) 
In theory" the primary object of these chests is to enable the public to 
-exchange coin for notes, or notes for coin, without disturbing the note 
circulation; for a deposit of coin means an addition to the metallic re
serve, which makes possible an additional issue of notes, whilst a deposit 
of notes means their withdrawal from circulation, which makes it possible 
to release a. part of the metallic reserve in lieu.· In practice, however, 
such exchanges are made from the treasury balance in the lint place. 
and the chest is used only when the proportion of notes or coin in the 
former has become inconveniently large. At the present time the 
principal function of the currency chest is to f!Wilitate remittance without 
actual mOVl1ment of coin. "A transfer of money (notes or coin) is made 
between the treasury balance and the currency chest at one place in 
conwderation of the same amount being transferred at another place, 
-either between the currency chest and the treasury balance, or between 
the currency chest and the Imperial Bank of India." (11) For instance, 
if in a sW'plus treasury such as Gorakhpur there are either notes or coin 
in excess of the treasury's needs, and the Basti treasurY at the slime 
time has run short of either notes or coin, then the latter treasury can 
supply its needs from its currency chest, provided that the former 
treasury transfers an equivalent sum of either notes or coin to its 
oCurrency chest. (") It is also poasible to transfer currency of any kind 
from one chest to another; such a remittance, though it involves move
ment of notes or coin, avoids disturbing either the treasury balance or 
the circulation, and also the locking up of government funds in transit. 
In both cases the remittance is on Government acoount; but in certain 
..circumstances the treasury balances, or the currency chest. can also be 
used for trade remittances by means of II "supply bill" or (if it is 
-desired to carry out the transaction by tele.,araph) II "currency telegra
phic transfer." _ The applicant pays the amount required at the 

(") Uador \he Indian Paper Currooey Art. 1003 ... amoadeel by the Curmoey 
Aot, l1li7. The coin ""'1 be eilber ru_. oil .... half ru_ or gold. lIoooa .... M.D ...... 
Article 6. 

(") -..... ManDaI. Articl. 11f (6) (OD. ~t boa "":D eorr"deel heIe). 
Tbore .... roo. other 'YI* 01 nmil<aD.. _tioDeeI m tIWo aniclo hooXI.. tho ..... 
'-heel. 01 th_. .... io .imilv 10 tho &rat 01 tho latter ""'. ODd ct.seriboo \he pro 
oodun .. bore \he -IUJ baJ_ io bpt in \he Imperial Bonk; \he other throe relalo 
10 _ora W- _u'7 .... -IUJ. or _'1 .... Imperial Bonk. 
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treasury of despatch: the payee, on receipt of the bill or-of a wire inform
ing him of the transfer, draws the money from the treasury of destina
tion. There is a charge of .b; per cent. for amounts of Rs. 10,000 
and over, and of ! percent. for amounts of less than Rs. 10,000; in the 
csse of the currency transfer the telegram charge must also be paid. 
Save when the remittance is sent to one of the seven places(") where 
currency offices exist, the treasury officer before issuing one· of these 
documents must obtain the previous sauction of the Deputy Controller 
of the Currency, who may, however, grant a general sanction to "cover 
the issue of a number pf currency transfers or supply bills to the same 
person up to a certain limit of amount over a certain period." ( .. ) Such 
documents can only be issued at or on a sub-treasury in special circum
stances and under special instructions from the Deputy Controller. The 
minimum amount for a supply bill is Rs. 1,000, for a currency transfer 
Rs. 5,000. 

511. D,efects in the system of remittance.-Even where' ample 
facilities for remittance exist the system is defective. Firstly, where 
there is no competition between banks the cost of transfer is high; 
where there is, the Imperial Bank has an advantage in its control of the 
currenCy chest. Secondly, compared with the cost of other forms of 
remittance, the charges for money orders are unduly high. Thirdly, 
the difficulties in the way of obtaining a currency transfer or supply 
bill greatly reduce their utility. The most important defect, how
ever, is that there are still many places with practically no remittance 
facilities at all. TQis is a point which many of our witnesses have brought 
out strongly. As' an instance, we mention the case of Firozabad, a 
small town in the Agra district,which is the centre of the manufacture 
both of glass and glassware. Large sums of money are required in the 
place for the payment of wages, the purchase of glass 1>y tbe artisans 
from the manufactory, and of glassware from the artisans by tbe middle
men. There is no bank. A sub-treasury exists, but supply bills ~1 
not usually be made payable on sub-treasuries. The only remittance 
agency, therefore, is tbe post office, and tbe amount tbat can be remitted 
by money order is limited. The result is that large sums of mon!ly 
have to be imported by rail; but the amount that can thus be imported 
is \i:plited, unless the importer is prepared to pay a high insurance rate 
(one per cent.). It is not surprising that the witnesses from that place 
have much to say on the subject of remittance. 

61,g. The cheqlle habit.-The growth of the cheque habit has been 
.seriously retarded by the illiteracy of a large majority of the population. 

( .. ) Bombay. Calcutta. Cawnpore. Karocbi. Labore. Mod ... and Rangoon. 
(") Resource ManDai. .lrIicIo 169 (0). 
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Another difficulty which stands in the way of its expansion is. the 
lIbjection of most joint-stock banks to the use of vernacular scnpts. 
Any person presenting a cheque writtell in vernacular for enca~ment 
must either be identified to the satisfaction of the bank authontles or 
must fill in or endorse the cheque in the presence of such an authority. 
The peculiarities of the scripts themselves explain these objections. 
For instance, in written Urdu vowels and diacriticlll marks are usually 
omitted and letters are run together which ought to be kept separate, 
with the result that written Urdu is almost a shorthand.(") Written 
N a.gri should be sufficiently legible since 1111 letters are written below 
a thick line and must be separately formed. On the other hand, the 
letters themselves are often complicated and when they are written 
quickly it is sometimes difficult to say where one letter ends and another 
begins. In some variations of Nagri, too, such as Mundi, the upper 
line is often omitted and the letters are run together, and in the com
mercial world the script is generally some such variation of N agri. 
Nevertheless it ijhould be possible to devise means of relaxing the 
present restrictions on the use of vernllCular scripts in writing cheques, 
though it might indeed be necessary to insist on the use of English 
numerals. 

518. The stamp duty on cheques.-Two or three years ago the stamp 
duty on cheques Wlldl abolished with the object of fostering the growth 
of the cheque habit. Our witnesses agree that the concession has had 
the effect of increamng the numher of cheques lICtually used in making 
paymE'nt.s. thereby reducing the use of ourrency for this purpose, but it 
has 1I0t It'd to any appreciable increase in the number of lICOOunts. This, 
we BUggE'st, could Bt'a.rceIy be expect..d. The opening of an account 
depends upon the existence of the banking habit, and the concession was. 
not sufficiently important to induce persons who do not already possess 
that habit to IICquire it. The increased use of cheques, however, has prob-. 
ably afforded a certain stimulus to the growth of that habit. 

514. Acreptotu'6 of dUlqu~ in payment of gODemment dues.-It 
h1\8 bE'E'n suggE'''tt'd that WE're !(Overnmeut to accept freely cheques 
in paymt'nt of its dues and also t<> make its own payments by cheques 
the r..sult will prohably be an in ... xease in the opening of accounts. So 
far 8& the acceptance of cheques by government is concerned, the 
position is as (ollows. Government will accept at its treasuries a cheque 
on any bank whi ... h would be accepted by the Imperial Bank of India, 
provi<le(t that the treasury is at a place where guvernment funds are 
actually held by the Imperial Bank. The result of these regulations 
is that gu\'enlment will not lICCept a cheque on any bank at 81 treasurie .. 

t"'l Wri_ Utdu io .-.ur bo ....... itut. 1i ....... 11 -.... 
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out of 47, or at any sub-treasury; whilst even at -the remaining 16 
treasuries government will accept cheques on only a very limited num
.ber of banks. We have no doubt whatever that if government could 
see its way to relax these restrictions the result would be a considerable 
increase in the number of banking accounts. We know of landlords who 
actua-lly have accounts, yet thanks to the regulations are precluded from' 
using them for payment of land revenue or other dues to government. 
Such men must either pay the high money order fee or incur the 
trouble, ~sk and expense of transmitting cash to some outlying tahsil. 
Yet they certainly .would use cheques for government payments 
if they could, and we cannot doubt that others who do not at present 
possess banking accounts would gradually open them. 

. 515. Use of cheques faT gOfJernment paymentB.-Since April, 1926, 
it has been the practice in this province to make the great majority of 
all government payments by cheque. The only important exceptions are 
payments of pensions and of interest on government securities. Every 
creditor of government, whether he be an official or non-official, is 
paid by a cheque' drawn on the treasury ·or the Imperial Bank which 
he can pass through his banking account if he possesses one, like any 
·other cheque. If he desires it his cheque will be sent direct to his bank 
whether the bank is in the district he resides in or Jiot. There is no 
doubt that this system has caused an appreciable increase in the number 
.of banking accounts. Enquiries made in one of our largest pay offices 
show that the number of officers whose cheques 'are despatched direct 
-to banks is larger than it was in 1926. Again, soon after. the scheme 
£1'st came into operation, complaints were received from certain officers 
who were constantly on tour in rural· areas that the receipt of their 
-cheques was greatly delayed because they followed them from one<· 
branch post office to another. The accounts officers suggested to them 
that they could avoid this difficulty by oJl6ning banking accounts, and 
s!lbsequent experience Showed that many did. There can be little 
-doubt, therefore, that the free use of cheques by government in paymeilt 
-of its dues, which is a peculiarity of the accounts system of this prov-
ince, has had a certain effect in fostering the banking habit. 

516. Distribution of capital.-The capital available in the province 
is most unevenly distributed. It is broken up in holdings of all sorts 
and sizes, from the hundreds of the little village bania to the millions 
·of the kothiwal sa"af. It is h~ld in all sorts of repositories,-the 
villager's earthern pot buried in a hole in the ground, the mahajan', safe, 
the raja's to8hakhana, the bank's vault, and the government treasury. 
It is owned by capitalists of every description, from the Chamar labourer 
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awl the petty cultivator to the landed magnate and the big city mer
chant ,-nay , even the Hindu deity, whether he be the godling of " 
... mage ahrine or a major god in "BenarefL temple. A good deal 
of it is active, but only in its own restricted circle: it is not like English 
capital which, in Bagehot's phrase, "runs, as surely and instautly where 
it is most wanted and where there is most to be made of it, as water 
runs to find its level." ("J Even at the present day a large part of this 
capital is dormant: some, because its owners will only use it in speciQc 
ways and are distrutful of or prejudice<J against, other forms of investment 
some, because it belongs to orthodox Muslims who, for religious l'easons, 
decline to accept interest: some, because investments are not available. 
A certain amount, (notably that which belongs to Hindu temples and 
shrines), is not only dormant but well-nigh dead, being dedicated to reli
gious purposes. Further, if proposals that we have made in other 
chapters ever come to fruition,-if the agriculturist can be taught to 
give up uuproductive borrowings, if, when credit becomes cheaper through. 
the activities of the Co-operativ~ department, less capital is wasted on 
the payment of debt charges themselves,-then 110 part of the capital 
~hat is now in regular though wasteful use will become available for 
more profitable investments. The question is how to mobilize all this 
spare capital for the ultimate benefit of the country. 

517. The need.t oivarioU8 clasSe8 of potential in"e8to~,.-Before any 
reply can be given to this question, it is necessary to examine the 
needs of the various classes who possess it, and their special prejudices 
and idiosyncracies in the matter of investment. 

(1) The nnal/ in"68t~.-Few villagers have ever much capital to 
spare: what they have they at present prefer to utilize in lending tu 
fellow-villu",aers. Such a mau is never likely to be attracted by any 
type of Commercial bank. Firstl" , eveu if banks were 80 multiplied 
that a branch existed in every taltsil headquarters, the depositor would 
often have to travel a long distance to obtain money, of which 88 a rule 
he would only require a small amount on each occasion. In such cir
cumstances, he would naturally prefer to keep his money in his own 
ppssession. Secondl". he is uneducated, and accordingly iuca.pnble d 
making use of the chequ~ system 88 a method cl payment, whilst his 
ortlinl\ry transactions al'8 in any caee too 80Iail to require it. ThiN/iII. 
be is !/E'nerally an B..<Tt"iculturist who. by the nature of his business. i9 
~pel1ed to worlt largely on credit. He WOUld, therefore, invariably 
'~rd. a bank rather as lUI institution frow which he could conveniently 
borrow, than 88 one to which he enuld profibibly lend; b.u ~ S£~ll 

= 14, y •• 
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is one thai no ordinary bank would accept. What has been said of 
,the small rural investor is, mutatis mutlDlldiB, equally true of the
small' urban investor. In his case, too, lack of' education and thtt 
smallness of his daily transactions prevent him from depositing money 
in a bank; he, too, is in frequent need of credit; he, too, has few 
assets which a bank would accept as security. The problem of the 
small in.vestor can only be solved by the development of the investment 
facilities which he already possesses, namely, the co-operative credit 
society, the savings bank, and the postal cash certificate. 

(2) The TUTal monied class.-The village mahajan, the wealthy 
landlord, or the prosperous tenant all have certain reserves available for
investment, partly acquired from agriCUlture, partly from subsidiary 
occupations of which moneylending is the most important, partly from 
subsidiary sources of income, such as the ,remittances of friends 01" 

relations. As a class they have a certain knowledge of the modem 
commercial world, acquired mainly through their connexion, in the
guise of beopari, with the grain martets of their neighbourhood. For 
instance, many of them must have some sort of acquaintance, however 
distant, with the dealings and methods of the joint-stock banks operat
ing in those markets. They also utilize their capital, but only in certain 
specific types of investment, or those which they know or believe to be 
backed by government. But they must often hav .. capital to spare, 
especially in good years,-which capital,' if it proves possible to re
organise agricultural credit, is likely to increase in the future. Some 
would absorb them and their capital in the co-operative credit society 
or bank,-8 proposal full of difficulties which is considered elsewhere. (SO} 
A more suitable outlet for their money would be- the land mortgage
bank which, we have recommended. Though many of them, we fear, 
are likely, for a long time yet, to remain distrustful of joint-slock banks 
in particular, and of any investment save those to which they are 
accustomed, yet it should be- possible, amongst the more enlightened, 
to' draw a part of their capital into the bank's coffers, provided tlaat 
that bank is available to such investors on the spot; and if that can be
'done, then, through the agency of that bank, such capital will also 
be attracted to investments in government or commercisl securities, and 
so into the principal money markets of the country. 

(3) The urban mercantile community.-The urban mercantile com
munity are well acquainted with all the modem methods of investment& 
and have at their command all facilities for such investment as .already 
exist. All that they require is expansion of those facilities, both ia 
.uspect of remittance and credit, thongh principally the former. -

('') Chopter V. 
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(4) Thll pri11atll capitalist.-This term, for want of !Po better; may 
)e used as including that class of monied per80n,-the pensioned official 
)r the professional man,-who while possessing capital is' engaged in 
)() business that requires its use; the class, in short, which above aJJ 
)thers has money' available for long-term investment. Their needS' 
mry according to circu!Dstances. Some private capitalists fall in this 
.·espect in the same category as the rural monied class, some in the
,ame category. as the mercantile community; and their needs, 
~herefore, require no special consideration. It ~s perhaps this. 
,lass which uses most freely the facilities provided by joint-stock banks. 

518. Proposal8 jor the attraction of oapital.-We have now eX3-
nined the habits of various classes of people in the matter of saving and 
nvestment. We have noted that whilst !Po small minority are, in both· 
lirections, ready to make use of all the modern facilities available to them. 
~he great majority still have little confidence in any repository of capital 
which is not under their immediate supervision; or in any financial 
mterprise, unlesa they clln watch its working, or unless they know or 
~elieve it to be backed by government. On the other hand, we hllve also 
~oted an increasing confidence in Government's paper money coupled 
with a readiness to break up silver hoards, which, however, is probably 
let off to some extent by additions to gold hoards. We have described 
the existing facilities for investment in the province, and for the mobili
Elltion of cliPital by mesns of remittance. Finally, we have examined 
the existing di8£'ribution of capital and the needs of various cl1l8ses of 
investors for further facilities. On the basis of this discussion we now 
offer proposals for modifying or expanding existing investment facilities, 
which, we hope, will, on the one hand, satisfy the investor's varioUIJ 
needs, and, on the other, have the effect of attracting capital, which 
is at present either not used at all ·or unprofitably used, into more re-
munerative channels. . 

619. Poat offic/I /aciliti/l8.-(1) Saving. bank and post offiCII C/J8h 
ctJrtijicGtM.-We have received evidence from a large number of postal 
officers on the question of making the savings bank and the cash certi
ficates'more attractive. The proposalll may be summarized thus. 

With respect to the Bllvings bank, a large majority of postmasters 
and· superintendents of post offioes suggest-

(a) that the present annual limit of Re. 750 for deposita should 
be raised to figures varying between Re. 1,500 and 
Re. 5,000; 

(II) that the rate of interest should be in<nased to r:ates ftrving 
between" and 6 per cent: "-



whilst one lBuperintendent suggests & mte higher than that (Illowell 
by the joint-stock banks.. With the second proposal we find ourselves 
unable to agree. The lin:Utations imposed on withdrawal mean that a 
savings bank deposit is to some extent fixed, which is the justification for 
paying interest; but there is no reason why Government should pay for 

· deposits, which are also, to some extent, of a .current nature, rates of 
· interest higher than a bank would pay on a deposit that is entirely fixed. 
We see, however, no objection to raising both the annual limit and the 
maximum total to a l'easonable amount, not exceeding double the present 
figures. We doubt whether this change would appreciably affect the joint
stock banks, for the class of investor which will use the 1a.tter is entirely 

· different to the III ass of investor which will use the former. So far as 
themaiu money market is concerned, the increase would make no 
difference: for whether the money is locat.ed· in a joint-stock bank or in a 
savings bank, it would always be availab1e,-in the 1a.tter case through 
the reserve bank, if one is instituted, or the Imperial Bank. 

'(2) With respect -to post office cash certificates, the proposals of 
the post office authorities are as follows:- • 

(al That interest should be allowed from an earlier date than 
the end of a period of one year which' obtains at preseIJt. 
Opinions vllilJ regarding the date. Some officers say that 
interest should run from the date of issue, some from 

. month to month, some from three, and others from six 
months after the date of purchase; 

(b) that the maximum holding for one deposit& should be raised 
to figures which vary between Rs. 20 ,000 and Rs. 40,000_ 

(c) That the selling prices should be reduced, which amounts, of 
rourse, to an increase in the interest. , 

We do not recommend any of these proposals. Ind~d, we should 
be more willing to see the rate of interest reduced; in conformity with 
the deposit rates of banks, than increased; for there can ~ little doubt 
.that the present rate is sufficiently attractive to create a certain cOnlpeti-' 
tion between Government and the ·banks. ("') The maximum we con
Ilider sufficiently high, since the investor who has larger sums than tha' 
maximum to p1a.ce can always do so in government or other secnritiee. 
We have, however, three minor changes to recommend-

(a) that the agency of joint-stock banks and of indigenoos bankers 
working on modern lines, should be used on a com
mission basis to sell certificates; 

(b) that up to the maximum 'limit in anyone case, the certifieste 
should be made negotiable_ A kansfer from one holder 

(") Our wi_... differ regardmg lb. deoioability ." tbia COII1potilion_ 1' .......... 
it ia fAi< to 8&1 lhal lb. w ... lor regards u u bealthl' Ibe bMker cI.- ..... 
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to anotbet should be registll'l'M in any paM office without " 
chlll'ge. The main advantage" of this change would be to 
make it possible to use posta.l eBsh certificates 11& security 
for a 10&11. 

(0) tll&t there should be DO maximum limit on the number of cer
tificates held by a. baDk a.s the result of such transfers. 
provided that they are held by way of security and that a 
deolaration to that effect is signed by transferor and trans
feree a.t the time "pf transfer. 

620. At the same time, we oonsider that these certificates are not 
as ~elllrnown, and, therefore. not ftS popular" as they should be. In 
this respect we mention the recommendation. of the posta.l authorities 
as follows:-

(a) Free distribution through postmen of vernacular le&ilets and 
notices explaining the advantages of the certificate; 

(b) free distribution of tlJe rules governing cash certificates in 
vernacular all well as Enl(lish; " 

(0) the exhibition of vernacular posters in all principal pl1lC69 
of resort, both in towns and villages, e.g., bIlZ&rS, railway 
stations, hotels lind the houses of pa.twaris, schoolmaeters 
and lIaminda,,: lind 

(d) personal propagandll through postal officials of a.ll grades, and 
also throngh district and village officials,-with the very 
important proviso, that no oosrcion be used.(") • 

We consider that these recommendations are a.ll BOund. To the 
various methods of advertisement, we are inclined to add a freer use of 
tbe cinema. 

521. Monl'lI ordef' clldrge8.-We re,.,<YBrd the present money order 
charges a.s indefenliibly high. We have aJre&dy pointed out that many 
already use tbe "sterling post office order in lieu of a money order. We 
also rurtber point out that it is actually cheaper to remit full notes by 
insured post, than it is to remit money by money order. The rate. 
in our opinion, should not exceed double the Imperial Bank rate. for 
reruittances, which are given in panlgrBph 609 above. There will. 
roo doubt. be a certain Ioae of revenue, but we fancy that it will be largely 
counterbalanced by in_sed buBineaa; whilst by reducing the temptation 
to Bend notes or coin by insured post. movements of cash will pro tanto 
be avoided. 

liB. In tbill collnexion we are inclined also to recommend the intro
duction of a rupee posta.l order of the same tYP6 as ilie sterling postal 

(") Tbon an 01 .... 1Il~ _._ whiclt will be ....... ia ... ..-.- 01 
poeIaI ..mc;aIa ia .... _ Ill. " 
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imler..Our - object here, however, is not so much to cheapen 
ren:tittance as tQ familiarize the people with the use ot an "order to 
pay" which, in all essentials, resembles the bank cheque, save that 
that order is addressed to a postmaster instead of a banker. 

523. .. Two other suggestions for developing the remittance facilities 
provided by the post office have been made to us by experienced wit
nesses. 

Ca) The post office. cheque account.-The depositor places in the 
post office a limited sum of money, on which he is allowed 
to draw a limited number of cheques, usually one or two 
per week. 'No interest is .paid on the account, and no 
overdraft is permitted. These cheque accounts are said to 
be popular in Germany, where they have been of appreciable 
assistance in the task of improving remittance and credit 
facilities. 

(b) l'he issue of tTaflelle1's' lette1'8 of C1'edit.-There is much travel. 
ling in India, not only on business, but in connexion with 
marriage ceremo~s and piJgrimages. Many travellers of 
this description do not deal with banks, and at present bave 
to carry undesirably large quantities of cash on their travels. 
A letter of credit would make this unnecessary. There is, 
of course, a certain danger of fraud, but the provision of a 
specimen signature and a photograph, as on passports, would 

• greatly reduce it. 
- We· are inclined to support the former recommendation, provided it 

is restricted to places where no bank or indigenous banker working 
on modem lines exists. The latter should prove of considerable use 
in the circumstances described; whilst both will have the ellect of accus
toming the people to the idea that paper in certain circumstances is as 
good as money. The fact that both schemes will be managed by 8 

government department' should secure the necessary confidence. 

524. Postal insu1'ance.-We have already mentioned a suggestion 
that the postal insuranC4l scheme should be extended to the general public. 
Such private life insurance and assurance offices as exist (none is actually 
registered in the province), operate mostly in the towns; and we regard, 
it as unwise for Government to enter into competition with them. Bu' 
their operations do not extend to the rural areas; and until they do, we 
see no objection to the proposed extension in rural 8l"6-8S only. 

525: In making these variouS"recommendations, we teaJise that they 
will certainly involve additional expenditure, especially on stall. We 
venture, therefore, to add a cafleat to the ellect that no such change 
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tie introduced unless it is either likely to be .directly remunerative, or 
at least involve, on balance, po furt~er expense to the State. 

526. Relaxation of the restrictions on currency transfers and supply 
flill,.-A currency telegraphic transfer is. debited or credited direct to 
the currency chest. ('0) The supply bill is debited or credited in the 
mst place to' the treasury balance; but if that balance falls below the 
inormal ~gure fixed by the Deputy Controller of the Currency, (31) it must 
be recouped by a transfer from the currency chest, so that ultimately 
the burden of supply bills also falls on that chest. These chests form 
an important part of the currency system, since they enable the author
ities to maintain the statutory relation between the note circulation and 
the metallio reserve which covers it; this is their primary function, and 
"t1Ieir use as & method of providing remittance facilities, whether on 
government or commercial account, must always be so restricted as not 
to interfere with it. Nevertheless, we consider that the rules governing 
the issue of these documents can be relaxed in two directions. Firstly, 
the Deputy Controller may already give a general sanction covering "the 
issue of a number of currency transfers or supply bills to the same 
person up to a certain limited amount over a certain period." (") On 
the analogy of this rule, we suggest that the treasury officer might be 
;given power to issue any number of currency transfers and SIlpply 
bills to any number of applicants, "up to a certain limit of amount over 
• certain period." Secondly, we consider that in the esse of SIlb-trea
.uries at places such as Firozabad, which are centres of trade-and yet 
possess no banking or any other remittance agency save tbe post office, 
it should be made permissible to issue currency transfers or supply bills 
under the same restrictions regarding previous sanction as at present 
apply to issues from treasuries. We realize that this will probably 
_tail the maintenance at auch sub-treasuries of a larger reserve of cur
rency in the chest than is allowed at present, namely, one lakh. But 
this restriction is due to two causes, both of which appear to ns re
movable. The first is lack of accommodation; but that could generally 
be solved by the provision of a second chest. The second is the lack 
of sufficiently responsible staff at a Bub-treasury. The Bub-treasury 
-officer is always the tahsildar. who haa numerous other duties to carrY 
out and little time for his sub-treasury work; whilst there is only one 
low paid clerk (the tahllildar) in the cash department. At the prese.n' 
time. however, in this province. the entire treasury system is being 
reorganised. in oonnmoll "ith which a dass of full-time and experienced 
cub-treasury oQicers has come into existence. Since the Dumber of 

(,0) __ MOlIno! ..... ideo 161(r) ..... 161 IJ). 
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sub-treasuries at which these special arrangements will be necessary 
is not likely to be large, the additional cost involved in appointing 
special sub-treasury officers of the new kind in these sub-treasuries should 

. not be prohibitive. Finally, we suggest that both banks and bankers 
should enjoy preferential treatment, lioth in the matter of rates and 
of a va1lability. . 

527. Railway earnings.-As has been explained in the appendix tt) 
this chapter, the earnings of railways are at present credited at the trea
suries of sixteen district headquarters. The natural result is greatly to in
crease the amount of currency available at those treasuries, with the result 
that sooner or later their surpluses have to be transferred to some other 
currency chest. For :Instance, .Gorakhpur, from which there are many 
heavy payments, both of the ordinary and special kind, is a surplus 
treasury solely because all the earnings of the Bengal and N orth
Western Railway are credited there. The inevitable result is that 
sooner or later the surplus c'lsh which accumulates in the Go~akhpur 
currency chest must be transferred to the chests of deficit treasuries,
a process which could have been avoided or greatly reduced had a part 
of the earnings of the railway been credited into those deficit treasuries_ 
It should not· be impossible to induce the railways so to rearrange their 
system of crediting earnings as to avoid unnecessary movements of cur
rency. Some experienced witnesses would go further and suggest that 
railways should pass on their collections to bankers, clearing houses 
and recognised banks, wherever money happens to be wanted, againit 
corresponding credits at their headquarters. There would no doubt be 
times when such an arrangement 'l}'ould be a considerable benefit to the 
institutions which received these collections. On the other hand, as I1t 
present railway earnings are treated as if they were goyernment receipts 
and are consequently remitted wherever they are required free of charge, 
it will be necessary for thil tecipient banks to agree to give to railw'\Ys 
corresponding credit at the latter's headquarters free of charge; or, in 
other words, to effect the remittance through its headquarters branch 
without demanding the usual commission. Since prima facie, it is, they 
who would benefit, this should cause no insuperable difficulty. 

528. The gold sallin!! certificate.-The Royal Currency Commission 
of 1926 recommended the issue of gold saving certificates, which should 
be sold for legal tender money and be redeemable after three or five years 
either in legal tender money or in gold at the option of the holder. 
Their object was to "bring it home to the masses tha~ gold is the 
s.tandard of value of the rupee anll that the one is convertible into the 
other." They also urged that s~ch certificates would constitnte 
a powerful incentive to investment and a' powerful antidote to hoarding. 
0" As soon as it has been established by experience as a certainty," they 
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wrote, "that gold is always f~hcoming for the certificates on maturity r 
it is to be expected that. there will be a gradual replacement of hoards 
by certificates." Since, 88 already explained, there seems reason to
believe that the hoards of gold have increased in recent years, we recom
mend that the Commission's scheme should be put into operation, with.. 
this modification that the certificate should be sold either for legal tender 
money or for gold at the option of the pur~haser. The certificate should 
he issued in denominations of one or more tolaa of gold. The purchase
price in legal tender money shoul~ vary according to the ruling. price of: 
gold up to a maximum corresponding to the lower gold point, at which. 
the gold would leave the country, llamely Rs. 21-11-9 per tola. As. 
regards redemption, Government is not bound to pay, nor can the
depositor claim to be paid, at a higher rate than Rs. 21-3-6(") per tola. 
But if the muket price is higher than this, then the result will simply be
that a depositor would demand repayment in gold, and subsequently make 
a profit by selling the gold in the open market. In practice, therefore, 
we consider that the redemption price should vary between Rs. 21-3-6 and 
Rs. 21-11-9 according to circumstan~es. 

529. Eztemion 0/ joint-dock banking.-We have pointed out that 
the ba.nking facilities already available are very unequally distributee. 
over the province. There are big centres such aa Cawnpore. Lucknow, 
Agra and Allahabad. which possess a number of banks. There are 
n~merous towns and indeed whole districta which possess none at all. 
We also have knowledge of casea where a bank, after having established' 
itself in some relatively small market and having secured BUch busineS& 
as waa a"ailable, haa found itself facell with the competition of a second' 
bank, whidl bas deprived it of a part of that business, and occasionsIly 
even succeeded in ousting it altogether. We regard snch occurrenceE
as most unfortunate in preSent circnmstances. The province at .hf. 
pl"8Sl'nt tiDle requires not ~ompetition but diJrusion of banking facilities. 
Only theo.biggest CODlmerdal centres require a number of banks. The 
«mailer centres require one. or at most two. We realio;e that it is' 
Bt'8I'C'e1y within the IIOOpe of our enquiry to make definite recommend. .. -
tions which would have the dec' of restricting the present freedom of 
any bank to open a branch where it wills; but we venture. neverthelet08. 
to suggest, for the t'Onsideration of the ('~ntraI Committee, that it wonld' 
be ~tly to the general advant8f!e of the provinre if mea..<mres could be
ta!..-en to regulate the opening of new branches or new b&nka at places; 
whi~h are already fully supplied with banking facilities. 

_ 630. It is generally supposed that t~ joint-stock bank when COD' 

sidmng the establishment of a ne.. branch is more often concerned" 

("') Thio io ... _ b.d I ............. '" ,... liT 0......-. __ , 
'" ... ladaa eur-, Act, llli'l. . 
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-with the probable supply of local deposits than with the probable 
.local demand for remittance and credit. Unfortunately, a consider
~ble number of potential inv!lstors will always regard the .matter 
from the opposite point of view. Nevertheless, there are, in our 
-opinion, still many places in the province entirely unserved by banks 
where sufficient business is available to justify the opening of a. 
illew branch. And in this connexion we venture to suggest that, at 
1111 events in the market towns, the mere presence of a bank is likely 
1;0 attract deposits. For there can be no doubt that in such towns the 
dlature of banking operations is much better understood (or, wha.t is 
possibly even more important, less misunderstood) than it was .even 

>& 'few years ago. 

531. Nor is that all. There are many places in the province where, 
ihough there may not be sufficient business to justify the opening of 
a provincial bra.nch, there is a. large seasonal business well worthy of a 
bank's attention. As an instance, we may mention the trans-Rapti 
"tracts of Basti district, in which, together with the neighbouring Nepal 
Irarai, the cultivation of the finer brands of rice is a speciality. The 
'whole of this very large and valuable crop is annually exported, and 
·money is required in considerable sums to finance both its production 
.and its export. . Obviously a temporary branch of a bank opened during 
the busy season at such a place as Uska Bazar or Naogaon would be of 
:great advantage to the large firms that buy in this market. 

532. Again, there are many even smaller places where there 1s 
~onsiderable business on market days. In such cases banks might wen 
nnd it profitable to open a periodical "counter," which would be staffed 
-and financed from some neighbouring branch. In a word, tbough we . 
'Wish to avoid any appearance of teaching the banks their business, we 
<:annot help feeling that they are merely content to compete for the 
o(lustom of a limited class, and are not fully aware of all the possibilitiel! 
-open to them; and we oft'er these suggestions 118 much for thei! 
'OOnsideration as for the information of the Central Committee. ('0) 

533. B.anking legislation.-We have seen that banking for its 
-success depends primarily on public confidence .. We have alsO seen that 
the association of Government with any credit institution, such 118 the 
Imperia.! Bank or the co-operative banks, tends to increase public confi
-dence in those institutions. It follows, therefore, that one means,-at 
!the present time possibly the best meaDB-, of fostering the growth 
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of the banking system and stimulating' the banking habit is to l1rlDg 
Government into closer aBBOC.iation with banks generally. For this pur
pose, we suggest the desirability' of banking legislation, and especially 
the appointment of government bank examiners, men who are not merely 
.auditors in the restricted sense of that term, but experienced practical 
:bankers. We do not desire to disparage the auditor. His profession is 
llonourable and hiil duties of high importance; but at the present stage, 
oat all events, more is required than mere audit. There have been banks 
"Who through sheer ignorance have committed blunders which have 
involved themselves and their clients in ruin. There have been other 
banks who have exploited the respectability which the term 'bank' con
.notes for their own personal advantage, and to the detriment of the 
public. Again, aa we have just seen, the expansion of banking is at a 
,stage where its regulation is imperatively necessary;whe1'e some author
ity is required to prevent the opening of new banks or new branches at 
places already fully supplied with banking facilities, and to keep the 
banks supplied with information re"ooarding the localities where business 
is available. For such purposes, an administrative rather than an audit 
agency is required. We restric' ourselves to these general observations. 
'l'he details we leave to t1!.e Central Committee within whose sphere the 
-c:Iuestion of banking legislation lies. 

53~. Clearing houslI !aci1itie8.-At the present moment, the clear
.ing house business in India is conducted by the Imperial Bank, but 
only 8t eleven centres, of which one, Cawnpore, is in this province.(") 
'!'he business is carried on in the offices of the Imperial Bank at these 
~tres. It is supervised by an officer of that bank; the expenses are 
borne by all the clearing banks in equal Shares. A bank Can become a 
member gf the clearing house only by the consent of existing members. 
We feel that if the cheque system is to be popularized, it is necessary thai 
these facilities Should be largely extended. We consider that there 
-Should be local cleariug houses in the large towns, wherever there are 
$ufficient banks or bankers to supply them with work. There Should &Iso 
be a large provindal clearing house at Cawupore which Should act as a 
~untry clearing house. We see no objection to the role which prevents 
~ bank from becoming a member of the clearing house without the ap
proval of existing membeni. The same role, we believe, is in force in 
London, When there i.re many major banks which are not members of 
the clearing house. Such banL:s can alwnys obtain the privilege of clear
.ance by arranging with a member of the house to act aa their clearing 
~nt. But if the banking ~>is18tion which we have recommended be in
trodll<"ed. any bank or banker whose application for membership is recom
mended by the government bank examiner or other administrative officer 
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in charge of banking affairs, should be admitted as a member ot the honae 
in its own name. This, we understand, is the case in the United States 
of America. AI.! clearances should be at par. 

Some of our members suggest that the clearing house should deat 
not anly with cheques_as at present but with bills, hundis ando .other 
instruments of remittailCe; that it should, in -fact, be a collecting house 
as well as a clearing house. Distances in India are great, and few 
banks have branches at all important centres; and a collecting agency 
would, no doubt, be a great convenience, whilst in present conditions 
the clearing of cheques by itself is not likely to provide any clearing hou.e 
with sufficient business. We commend the suggestion to the notice or 
the Central Committee. 

535. The R68eTf)e Bank.-We do not propose to make any addition 
to the considerable mass of literature which already exists on thia 
subject, which indeed 0 belongs rather to the Central Committee's sphere 
than to ours. We need merely say that in agreement with a majority 
of our witnesses who have mentioned the subject, we consider the 
institution of a reserve or ·central bank essential to a well-organised 
banking system. It is necessary, however, tG point out that the 
institution of such a bank would e~tail the modification of certain of the 
proposals which we o have made in previous paragraphs. 

FiTStly, the provision of clearing house facilities would naturally 
become one of the principal functions of the reserve bank, and iheir 
location or number 0 would then depend on the reserVe bank's
eonl"enience. 

Secondly,. our proposals regarding supply bills and currency 
telegraphic transfers would fall to the ground; for the reserve bank mu~ 
necessarily take over the control of all currency chests, mauaging them 
either directly through its branches or through such other banks as 
may be appointed its agents in places where a branch does not exist. 
Government remittance would then become a mere part of the generaf 
problem of internal remittance, with which the reserve bank must 
necessarily deal; and such devices 118 the supply bill and currency 
transfer would cease to exist. 

Thirdly, since every currency chest must come under the control 
of the reserve bank, and since that bank, in places where no branch or 
its own exists, must necessarily exercise that control through some 
agent bank, it seems to follow that 118 a corollary to the institution or 
II reserve bank, a branch of some approl"ed bank or banker must come intI> 
existence in every place where there is a currency chest. The branch 
may b8 small, but, as we understand the situation, a branch must be
there. The institution of the reserre bank, therefore, will neces..qarily 
lead to that diffusion of banking throughout the province for whi-:h we 
have pleaded. 
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APPENDl;X. 

'..4 Mll/Bis 01 the figureB Bhowing the ~ement of currency during the 
. period A prill, 1924 to January 31, 1930, 

1. A table is printed at the end of this note which shows the 
absorption or return through currency of notes and coin in every cur
rency chest in the province, for t!le seventy months beginning April 
1, '1924, and ending January 31, 1930 •. They were compiled under the 
direction of the Currency Officer at Cawnpore at our request. 
The calculation in each case consisted of (1) adding to the 

,opening balance in a chest remittances (of coin 01'0 notes as the case 
might be) received from outside the district, and (2) deducting from this 
total the closing balance of the chest at the end of the period, plUB 
.remittances sent outside the district. If the result was a plUB figure, 
then "absorntion" had occurred, i.e., of currency by the public. If it 
was a minus figure then there had been a "return", i.e., of currency 
from circulation to the currency chest. The calculation. in the CIISe of 
Dotes, however, is to some extent oomplicated by the cancellation of 
notes which have become unfit for circulation. Such notes are allowed 
'to accumulate and remitted to the currency office from time to time. It 
is impassible, therefore, to say that the cancellations 0' one year relate 
to the notes returned in that year. But taken over a long period, the 
totuJ cancellations indicate roughly. the extent to which total absorption 
amount~ merely to replacement of old notes by new. 

9. The table gives the figures separately (1) for the six periods June 
eo August; and (2) for the rest of the period. During these months 
aooumulations at the cheats are abnormally high as the result of the 
ftlvenue collections which have oacurred in the months of May to 1uly. 

S. 'The following are aame of the principal causes which affect 
movements of currency:-

m Railway recript8.-Enquiry from the accounts office show th~t 
nilway earnings are for the mDl't part paid at the following treasuries :
Cawnpare.(') BareiJIy, Naini Tal, Sitapur, Benares, Allababad, Go
rakbpur, Ludmow, Etawah, Dehra Dun, Meerut, Moradabad, Jhansi, 
.Talaun, Banda, AI(l'& and Saharanpur. Railway earnings appear to 
have the following effects on the figures:-

(0) In all the pl8CP8 mentioned tbere 'is a lar~ return of 'notes, 
the major part of which are RubNequently cancelled. Far 

• 
1') c._pan, 00_. a- "'" _ iD tI,_ ...... m.. Tho 1M_ ;. thai Ibe 

-~ 081 .. ,. ..Iu.ted • lb. pM. .ntlt tho ftOQ)l tIt.1 ito InnAtt;"". , .......... .... - .,nd_ <6 Ibe _ <6 Ibe I*U,' • I"" ia ... __ tli~;.", 



( .3;14· ) 

instance, at Gorakhpur, which .treasury receives the earn .. 
ings of the BengAl and North-Western Railway, the toLd 
return of notes during the period was 836! Jakhs of which 
701l were cancelled. Out of a total figure of 31101 lakhs 
of notes cancelled in the whole province during this period. 
2270! or 73 per cent. were cancelled at the sixteen 
treasuries mentioned .• 

(b) Railway earnings also mean a return of coin in most of the
treasuries mentioned; but the return of coin is usually· 
much less striking than the return of notes. The reason-• is said to be that a portion of the railway's takings in 
silver are retained to 'pay their numerous menial staff. 
Nevertheless, the total amount of coin returned at the 
sixteen treasuries mentioned above amounts to 10941 
lakhs out of a total return of 13611 lakhs or over 80 per / 
cent. 

(2) Military· payments.-Military payments mean the absorptiol} 
of considerable quantities of money without any return to counterbal
ance it. The absorption "may be either of notes or coin, but judging 
from the figures it is principally the former. TLey are heavy in four. 
teen treasuries, namely, Naini Tal, Ranikhet, Dehra Dun, Roorkp.e, 
Bareilly, Meerut, Muttra, Agra, Allahabad, Lud. .. now, Sitapur, Jhansi. 
Benares and Fyzabad. 

(3) Post office operations.-The ordinary postal operations, i.e .• 
those connected with the despatch of letters and parcels mean every
where a return of money. This resnlt, however, is largely modified by 
the figures of other postal operations, i.e., those connected with sav
ings banks, cash certificates and money orders. Where (1) the deposits 
in a savings bank exceed the withdrawals; where (2) the issues of cash 
certificates exceed the discharges; and where (3) the iSsues of money 
orders exceed the payments,-then there is a return to currency. In prac
tice, deposits of ilavings baD.ks usually exceed withdrawals and issues of 
cash certificates usually exceed discharges; but the differences in both CaseIF 
are always small. On the other hand, payment. of money orders very 
frequently exceed issues and the difference in this case'is often decidedly 
large. The district figures vary enormously: in Jhansi the average an..' 
nual return is about 19 lakhs, in Benares the average annual absorptioo· 
is about 30 lakhs. Only fifteen districts, however, show a net return oD' 
postal operations of this nature, namely, Bahraich, Jhansi, Hardoi, Kheri, 
Sitapur, Muzaffarnagar, Saharanpur, Bndaun, Shahjahanpur, Pih1>hit. 
Etah, Mainpuri, Etawah,Ahnora and Naini Tal. 

(4) Agricultural trade.-Whenever there is a collecting centre for 
.Jgriculturnl produce, a ceriain absorption occurs as c:unency p_ 
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out first into those centres, and thence· into theviIlages_ 
Again, where there a.re distributing centres of agricultural 
produce further. absorption occ~. The arhatia who despatches hi9' 
produce from Rapur to Bombay will ultimately receive his money in 
Hapur, and thereby tap the currency chest at Meerut. Absorption .on 
these accounts must be felt in almost every district in the province, but"' 
is likely to be specially heavy in the west, which contains many large
collecting and distributing centres. 

(5) Agricultural calamities.-In an unfavourable year the normnr 
return to currency is reduced by remissions of revenue, whilst absorptioDo 
is increased by large outgoiugs of money required for agricultura.! loans. 
As it happens, however, there was only one year in the entire period to. 
which these figures relate, which could be rega.rded as in every way 
normal. In 1924-25 there were disastrous floods, the results of which. 
persisted into 1925-26, whil8t from the second half of 1928 to the end 
of the period one crop failed after another. These calamities, however .. 
were very unevenly distriliuted over the province, .and it accordingly 
becomes a matter of great difficulty to evaluate their effect on movements
of currency. Figures, however, have been worked out which show. 
for the whole province-

(1) the resuits of the normal yea.r 1926-27, 
(2) the average annual results based on the figures of toe resi

of the period. 
We thus get a comparison between a normal and ali abnormal yea.r, 

the results of which are as follows. (A plll8 sign meens absorption, .. 
".intlS sign return; figures are in lskhs.) 

Coi_ 
~OD' '" A.iral' 
R .. t 01 period 
Total podod 

Not_ 

.. .. 
19_7. 

-SS9 
+1' 

-876 

AIlQual • .,.r&ge; red 
of puiod. 

-8111 
+117 
-196 

10DO'" '&Dquat +1158 . +1144 
R .. , of period +748 +899 
To,o.! pOrIod + 1,00II +ess 
No'- OIoIlOaU.c1 .. -800 -\lSJ 
No ... 00' +0 +831 

These figures show that whilst in a normal year the absorption of note&
is I~r than the absorption in an abnormal year by about 18 per cent_, 
yet the return of coin in the former is larger than in the latter by 48 per 
ceut. The reasons for this disparity are apparent fmm &be figures for 
the two parts of the year. In a good year revenue collections, which are
mostly paid in sih'er, are much larger than in a bad year, with the resnlt 
that tbe return during the period .T uly to August is much larger in ibe 
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iormer than in the latter. On the other hand, in a bad year Government 
;is compelled to make large advances to agriculturists; usually in October 
to December, with the result that the ahsorptioI). during the second part 

:of the year is much heavier in a bad year than in a good. 
(6) Canal construction.-Throughout the period which we are con

·6idering the construction of the Sarda canals has been in progress 
il'esulting in very heavy payments at certain treasuries. These payments 
.have taken place mainly at Barellly, Lucknow, Pilibhit and Shahjahan
pur. To a large extent the consequent absorption would be of coin re
quired to pay the wages of labour; and in fact there has been large 
,absorption at all the four treasuries mentioned, except Lucknow, where 

,..there are numerous other causes to counteract it. 
(7) Pension payments.-Pension payments naturally occur at all 

treasuries. There are, however, some where they are particularly high, 
lor the following reasons :-

(a) Many districts contain a large number of military pension
ers. The most notable are the western districts such SIt 

Meerut, Bulandshahr and Aligarh, which are recruiting 
districts for Jats, and some of the Oudh districts, which 
are recruiting districts for Rajputs, and the hill districts 
for Garhwalis and Kumaunis. 

_ {b) The province contains a la~ge number of holy places, such as 
Benares, Hardwar, Ajodhia and Prayag (Allahabad), 
where Hindu pensioners from all over northern India. 
settle down. In these places also the pension payments 
are particularly large. . 

0(0) In the hill districts, notably Dehra. Dun, there are a number 
of Europea.n and Anglo-Indian pensioners. 

'Cd) Gorakhpur iP. a large centre for the payment.of Gurkha pen
sioners, "!ho come there once a yea~ to receive their 
money. 

Pension payments, of course, mean absorption, for the most pal", 
'probably, of notes. 

(S) Foreign trade.-There is a considerable trade with Nepal and 
'Tibet, the balance of which in both cases appears to be against British 
India, with the result that a good deal of British currency passes pver 
·the border. In the case of Tibet the absorption is probably of coin. In 
: Nepal , however,. it is largely of currency notes, where they pass at a 
premium, and indeed are accepted in preference to Nepalese coin. CO) 

.,. " \') One bunched Britiab rop... .... ~uol to ooe hundred and IwODIy.6ve N.".I .... 
-mpeett. but ~ntish notes worth ODe bnodred rupeee will generally fetch QDe hundred 
and 'weoty-e'gh' NepoIeooe .... _. Ooly 'be <tIrmlC1 DO"," of C.wupore and (:.kuII& 

;a .. aocepted in Nepal . 
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PART VI. 

CHAPTER XIII. 

MISOELLANEOUS. 

I.-Trade In the Hills and on the frontier. 

536. There is a considerable amount of trade between Tibet ano 
Nepal and certain districts of this province which lie on the frontier 01 
these countries. These districts are :-. 

Almora and Ga.rhwal, for trade with Tibet; 
Almora, Naini Tal, Bahraich, Basti and Gorakhpur, for trade with 

Nepal. . 

(1) Tibetan, trade-(a) Marketing., 

537. Importance of the trade with, Tibet.-The importance of the 
trade with Tibet can be gauged from the following extract from a letter 
from Mr. J. Adams, the Secretary to Government, Fort William, 
to Colonel D. Ochterlony, Political Agent at Ludhiana., dated Sep
tember 30, 1814, instructing that officer to promise general res
titution to the chiefs west of the J umna. who had been dispossessed by 
'he Gurkhas in the event of the success of British arms in the Nepal War 
(1814-15). "The eventual exception from the general restitution chie~ 
referred to in the 18th paragraph although not coming within the im
mediate sphere of your duties is yet so connected with them as to make 
it expedient to advert to it in this place. His Lordship is not aure 
whether it may not be expedient for the British Government to appro
priate to itself Srlna.gar including the valley of the Deerah DOOD, and 
the territory dependent on it, not so much with a view to revenne as 
for the aecurity of commercial commnnications with the country where 
shawl wool is produced. The object would require the poBBession by 
the British Government of a tract of territory quite close to the frontier 
of that country. His Lordship is not apprised of the local objections 
which exist to the appropriation of such a territory; of the pra.ctica.bility 
of defending it, or of its aptitude to promote the object of trade, whicli 
bas just ~een stated, nor whether to rend6l" it complete it may not 
require the addition of a portion of the contiguous territory of Keema.on 
• • . . . The question will in the meantime remain open for deci· 
sion and will not be affected by your proceedings relative to the terri· 
tories west of the J umna . • • ." C') 

(') Punjab Goo ..... "'''''' B..."dI, Votame n, LuclhiaDa Af-1, l~, ...,e QI. 
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538. The periodical fair8.-That world-wide institution, the "fair,'· 
OIlS been defined lIS Us. periodical gs.thering for sa.le of goods, often with 
shows a.nd enterta.inments, s.t s. pla.cea.nd time fixed by cha.rter, sts.tute 
or custom." Many fairs s.re held in the province and serve 'a useful 
purpose everywhere. But if they are vaJuable in the pla.ins, they are 
indispensa.ble in the Hims.layllS. Hill roads a.re few s.nd often impassa.ble 
during the winter months because they are covered with snow, during 
the ra.ins because the torrents that intersect them become unfords.ble • 
.A free exchange of goods is then impossible, and the a.nnual fair is often 
the only opportunity when traders s.nd customers can meet. Such fairs 
in the hills are usually connected with religion: most of them s.re held 
in the winter when the hill folk are comparatively free from field work. 

539. The following brief account of certa.in fairs held -in the Almora 
clistrict will serve to show their importa.nce. -

(I) Bageshwar is a place 27 mile~ north of Almora a.nd -14 miles 
from the motor read. The fair is held at the confluence of 
the rivers Gumti a.nd Sarju on the Makarsankrant day, 
whicli falls in Ja.nuary. It begins one day previous to the 
Sankranti a.nd lasts for four or five days. It is less an agri
cultural than a commercial fair. Here traflers from Almora 
and N a.ini Tal meet the Bhotiya traders, especially thOse 
of the Johar valley: the average attendance exceeds-10,OOO. 
'The merchandise of the latter consists chiefly of Bhotiya 
e.nd Tibetan goods--Bhotiya ponies, goats, and sheep; 
yakta.ils, sinks, hides and furs; raw wool and woollen goods, 
e.g., chutkaB, thul_ and shawls; Tibetan curiosi
ties, a.nd various mediciBal anicles such 118 musk. The 
Almora a.nd Ba"aeshwar traders and naa.ns sell cotton a.nd 
-woollen cloth, iron, hraaa and copper utensilS and imple
ments, gul', oil,1a.lt and other aimi\ar commodities. The 
neighbouring vills"oera. bring provisions and fruits.-milk, 
curds, oranges, plantains, wgan:&ne, walnuts, and such 
articles 118 ringal mats, baskets of various shapes and sizes 
and forest produce. The transactions amount in value to 
some 8 01' , lakhs of rupees. 

'(2) Jouljibi is situated on the Nepalese frontier and at the con
fluence of the rivers Gori and Rali. _ The fair takes place 
on the first day of M flf'!I,/rIl'kh (mid-November). and lasts for 
nearly a week. n is a commercial fa!r attended by Tibe
tan~. Bhotiyas and N"D8lese. Ita importance is f_ 
illCl"eMing on account of the fad that it is the first- mart 



nsited by the Bhotiyl!s on their return from Tibet. Tbe 
merchandise is chiefly Tibetan nnd Nepalese, and includes
pomes and woollen goods. 

(3) ThaI is on ,the eastern bank of the Ramganga. The fair!s; 
held in the middle of April and lasts for nearly a fortnight. 
Here the Bhotiyas complete their accounts with the hill 
tradem and make their preparations for their journey into
Tibet. The fair is a sort of clearance sale of the goods. 
which the Bhotiyas have been unable to dispose of 
in the Bhabar; and the goods are naturally both inferior 
and cheap. The final purchases for the Tibetan marts are 
also made here. The average attendance id about 12,000. 

The fairs at Jouljibi, Bageshwat and ThaI supply the require
ments. of the Bhotiyas and of ihe people of the central and: 
Iidrthern pattis. There are other fairs which serve the
inhabitants of the 10wer hille, but these latt!,r hlllVe los~ 
much of their former importance, as a result of toe deveTop' 
ment df communications and inarket~g' facilities. 

540. Ttade.-'1'he trade is the monopoly of the Bhotiyas. The.e
people are the carriers of the entire Indo-Tibetan trade, both export and 
import: ~nd they areal80 manufacturers. They owe this monopoly partly 
to their knowledge of the Himalayan passes, which no outsider would 
attempt to crose. partly to their friendship with the Tibe.tans: for the 
latter will not enter into commercial relations with anybody who will not 
eat with them. 

The Bhotiyaa are trading iIi Tibet dlll"ing the hot months, and in 
Kumaun during the winter. They are divided into .five groups, Jive in 
five different valleys and enter Tibet by five different passes. Three of 
these, viz., Johar, Darma and Byans, are in the Almora district, ~iti and: ' 
Mana are in the Garhwal district. Each group of Bhotiyas has its differ
ent market in Tibe~: fOl1instance, the market for Johar is Gynema, that 
for Danna and Byans is Taklakote, that for Niti is Daba, and that for: 
Mana is Tholing Math. Each Bhotiya has his own mitra (broker) i:d 
Tibet. There is an initiation ceremony known 1\11 .. Btilji mulji" in the
course of which the Bhotiya presents a turban to his mitra. After thiil' 
ceremony the Bhotiya must bring to his mitra whatever British IndiaD 
commodities he requires, whilst the, mitra in return must provide tll8' 
Bhotiya with all the Tibetan commodities wh!ch the latter requfrelr. 
Each Bhotiya is extremely jealoos of his mitra, and would strongly 
resent an attempt by any other Bbotiya to deal with him. In case of an,. 
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brelWh of his agreement the offending Bhotiya is liable to l"wi~hment; 
eometimes the agreement is written anel includes a pel\lLl c1au,se. These 
'IIIIitMB are bought anel sole! like .other commodities. but W any ~cb l1w-
gain th~ consent of the original mitia is necessary. (.) , 

. ISU. The passes into Tibet are opened by Tibetan officers who come 
to the British territory to inquire whether there is any epidemic in the 
Bhotiya villages and to collect a grazing tax. The Bhotiyas have also 
to pay a tax on entrance. The following taxes are levied from the Bhotiys· 
traders entering Tibet;-

(1) La ThaI. 
(2) Poll tax on men, women and children. 
(3) Sa ThaI. 
(4) Loog ThaI. 
(5) Chung ThaI. 

The mUltiplicity of these taxes is due to the administf'lltive system 
'01 Tibet where minor posts are sold to the highest bidders. Sometimes. 
the Bhotiyas are actually robbed, and their articles taken from them 
by petty officials by physical force at nominal prices . 

• 
642. E:rports.-The principal items of export to Tibet are food-

~rains, for Tibet is a bleak and barren country largely dependent upon 
India for her food. The chief grains exported are rice, mandoo, wheat, 
barley and ih,mgara. Other exports are Rugar, gur, tea, tobscco, coppet'. 
iron and aluminium utensils, cotton piece-goods, matches, porcelain 
wares and silver. 

1!43. ImporU.-The chief imports are borax, wool (both raw and 
!DanufacturedJ, yaktails, furs, hides and skins, ponies, ~ules, sheep and 
goats. The trade in salt and borax is fast diminishing owing to the 
advent of cheap Ssmbhar salt and cheap European borax. This loss is 
being oompensated hy the rapid expansion of trade in wool. In 1840 
only 22 maunds of wool were imported. In 19'2'2·23 the imports rose to 
13.216 maunds of wool. 

6«. The final preparations for the Bhotiya trade in Tibet 
begin by the end of May when the !mow hss melted and the 
passes can be crossed. During April and May, i.e., after the ThaI fair, 
the exports for Tibet are carried from the entrepots to the midland and 
'highlanll Bhotiya villa.,.nes. In JU)le the entTY into Tibet begins. Goods 

. are carried on goats, sheep; mules and jibbll$. Throughout J'uIy and 
·early August .people and sheep are continuously coming and going. The 
bleak and Tlbetsn marts become POpUlOllS tent cities. Mea, animals, 

(') Seo BT~ Vol. m. p. 168. 
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[7iles of wool, bags of salt and borax, packages ~f cotto~ cloth, tea and 
grain occupy all the available space. Only the richer traders carry 
Inoney; the poorer Bhotiyas are content to barter commodities. The-' 
British Indian silver coin is usually at a premium, but the Tibetan 
officials insist on payment in tankas and fix unfavourable rates of 
exchange. The Bhotiyas buy a stock of Tibetan tankas at Kalimpong. 
Shillong and Calcutta. When trade is carried on by barter the Bhotiyas 
are usually cheated, and a n1lIl).ber of their animals return without a load. 

545. Between June and October all adult Bhotiyas are busy in the
marts of western Tibet, whilst their womenfolk remain at home working 
their looms and looking after the household. There are base Mpots bof·h 
in the high hills and in the valleys. The Tibetan goods whidl have been 
bought are first stored in the higher depots and as winter advances are
carried down to the lower depots. During the Tibetan season the Bhotiyas. 
usually makE\, two or three journeys to the lower depOts frOID the higher 
hills. Some of the goods on their way down, especially salt and wool, 
are sold in villages on either side of the route. Thence they are taken 
to the two fairs at J ouljibi and Bageshwar, and what remains goes too 
'he Bhabar markets, Haldwani, Ramnagar, Tanakpur· and Kot<\wara. 
The greater part of the raw wool, however, is sold to agents of woollen 
mills at railhead. Two or three journeys to the Bhabar are usually neces
eary before all the goods in the depots can be sold. As already mention
ed,· the final clearance sale takes place at ThaI. It may be mentioned' 
that the Almora Bhotiyas carry on a certBin amount of trade with. 
Nepal between November and June. 

(b) Finance . 

. 546. The lIhotiyas inhabiting the valley of Johar are well-to·dt>. 
They operate with their own capital, and also receive accommodatioll 
from three shops at Calcutta and two a1'hatias at Dellii who deal ill 
goods which find sale in Tibet. These a1'hatia8 and shops charge in
terest at 9 per cent. Certain dealers in cloth at Ramnagar and Kashipur 
in N aini Tal district also supply the Bhotiyas with cloth. and charge 
interest at 12 per cent. The richer among the J oharis lend to their 
fellows and charge 9 to 12 per cent. from big, and up to 25 per cent_ 
from small, traders for a period of 7 months, June to January (Jeth to 
Utt1'aim). Neverthele98, credit facilities among the Joharis are not 
adequate, for they depend upon the price of wool which they bring from 
Tibet, to which we shall refer shortly.' 

547. Unlike the Joharis, who deal mostly in costly goods like cloth. 
the inhabitants of Danna. Byans and Chaundas, Niti and Mana deal 



mostly in cheap stuffs like grains and pulses. They ilepend for their 
credit needs on certain moneylenders of Dharchula, Lohaghat and Joshi
m{lth. Some of them are also financed by the J oharis., 'These money
lenders advance money to the BhotiyllS in June or July, and a.re paid 
back in February or March after the wool or borllX brought by the Bhoti
yas is sold. Interest is charged at rates varyipg fro~ 12 to 30. per 
cent. for the period. They alSo act lIS agents in the principal emporium 
of Bhotiya trade, Tanakpur, and charge a commission from both the 
purchaser and the seller. As they lend money of!. little or no security 
they accompany the BhotiYI1> traders after their return from Tibet and' 
move with them to Tanakpur during the winter season, returning to the 
hills when the Bhotiyas come back after selling their wool. As they 
act as midqlemen ia the sale of wool the moneylenders realise the suma 
advanced by them from the price paid by the purchaser and pay the 
Bhotiyaa the balance received. 

648. The Bhotiyas have thus to depend for the aale of wool which 
they bring from Tibet upon these moneylepders. The latter are more 
interested in the realisation of their advanCes than in the aal~ of thft . 
wool, and are ready to sell it at any price, whether it be adequate ,or 
not. It is also ILl\eged that the rate of commisaion which they receive 
f!'Om the purclta.se1'8 depends upon the cheapness of the price at which 
they can get the Bhotiyas to sell their wool. It is, therefore,. not sur
prising that the price of wool has been going down for the last two' 
years: it is said that this year the Bhotiyas were forced to sell their woo] 
at Ra. 8:),4-0. per maund, which was leas thu the price paid by them 
in Tibet, although these very moneylenders had made a contract with 
the Bhotiyas to purchase wool at the rate of Ra. 40. If these facta -are 
true, the methods employed by the moneylenders are discreditable.' 

649. Another clif6.culty experienced by the Bhotiyas lies in the 
fluctuating rata of exchuge of Tibetan coin called tanka. The Tibetans 
prefer the British rupee on account ot-the purity of ita metal and its 
permanent value, but the Tibetan officials fix the value of the rupee in 
tenus of tank"" to their own advanta.,"l! and demud that the Bhotiyaa 
should make payment in tmlka.r or British coin as snits them best. 
Many Johari traders purchase tankas at Kalimpong, Darjeeling, Gan
hati or Calcutta at seven or eight tmakM per rupee ud sell them at five 
or six to their brethren before leaving for Tibet. The value of the 
!ankt18 is 90 .fluctuating that whereas it stood at three, to 'four per rupee 
!n 19'34-25, It stands now at seven to ei¢lt per rupee. Further, there 
IS no market where the Bhotiyaa could sell surplus ta"""". 

650. The Bhotiyaa, therefore. experienee difficulties in three ways :_ 
(1) They have to pay a high rate of int~rest on their bonowings, (2) 
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\pey h~ve insufficient ~arketing facilities for their wool, and (3) there 
IS no agency for ~e exchange of British money into Tibetan coin pr 
fJice fJeT84. 'l'he credit facilities also seem insufficient fot their present 
requjrement~, bqt the problem of vrovidinll" such facilities is difficult 
becaljsl) they fall offer practically no ·security, and further for more than 
four JIl.onths /tfter taking a loan they are absent from British India. 
But j.f the Bhotiyali cbuld be organised Qnder the co-operative ~stem, 
they would have no difficulty in obtaining cheap and sufficient credit. 
111, this case a nnmbe] of primary s0geties could be established each 
coveripg a number of villages, which would be linked to the central 
banks. . The general ~stem would be the same as in agricultural societies 
and banks: but the central banks would also assist in the disposal of the 
merchandise of the Bhotiyas by keeping them in touch with the marke~ 
:for wool, greatly reducing the marketing difficulty." They would also 
purchase Tibetan coin and thus perform the functions of an exchange 
iblj.~, the need for which is generally felt at present. We understand 
-that about three years ago an attempt was made to open a co-operative 

. bank for J ohar and about lWl. 15,000 were subscribed as share capital. 
We recommend the establishment of a eentral bank in the Almora district 
and another in Garhwal district. An organisation on the lines suggested 
above with the improvement of communications should lead to a con· 
siderable expansion of the Indo-Tibetan trade . 

• 
551. It has been pointed out to us that there are certain difficulties 

in establishing societies of the kind suggested. The Bhotiyas are said to 
be in the clutches of the moneylenders through their headmen· who are 
extremely influential among their people. The moneylenders will natur. 
ally oppose this scheme, and so will the leaders unless it be possible to 
convert them to co-operation. But the fact remains that the movement 
will require at the start that essistanC6 of educated and. unselfish leaders. 

(2) N~paleBe tTade. 

552. Nepalese trade is earried on in three ways:-
(1) The tl'aders from British India visit the markete in the Nepal 

territory Bud purchese ghee, grain, spices, honey, Bilajit, etc., on cash 
payment and traders from Nepal visit the markets in British territory 
to sell their merchandise and purchase cloth, copper and br~ utensils, 
kerosine oil, etc. All goods that are imported into or exported from 
Nepll>l are heavily taxed. Grain, however, is free from taxation. 

(2) Bome British Indian traders run shops dealing in goode of 
. various kinds chiefly at Butwal and Katmandu which are the two im. 
portant commeNial centres of Nepal. These shops generally store cloth, 
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soap and fanoy goods, etc. C?il!~ olp~h f,on:- 'l'.anda in Fyz!J,ba.<l dil!-., 
trict and soaps manufactured In Gorl\J¢pl11l distnct sell freely. Other .. 
-commoditiee UII obtained frOIll .Calc)ltta or Oawnpore. These ~hop. 
keepllrsbave to pay a ~ax of. ~s. 8 'Per year called, ~harduari, and ocPl:oi 
4uties, which va:ry ip. the case of different comDl:odities; the aver~e ia 
.Re. 1-8-0 per cent. 

(S) Traders from British India ~ake contracts of various kinds: for in
"tanoe, for the collection of the hides of dead cattle, for the sale, or lioens
ing the sale, of excisable uticles, such as Ji'luor, cMr(U, ganja, blJ,ang, 
bones, horns or honey, and for the levy of grazing ohuges on p,11 oattJe . 
which go to the Nepal territory frolll British India. Such conj;racts 
.cover one or more districts and last for three yeus. The contracts ue 
auctioned in the district courts in Nepal. The contractors are chiefly 
j'esidents of Gorakhpur. For the last two years Muhammadans have 
hen debarred from bidding ,-a great loss to the Muslim residents at 
Gorakbpur who have been oarrying on the trade in hides for generations. 
The sale of cigarettes fOrDls the subjeot of another contract, which if 
sold IInnulilly for II lakh of rupees. There are lliso contracts for extra...-t 
ing timber from the Nepalese forests. 

558. British currency passell freely in Nepal; indeed, the demllnd 
for British lndian ~urrency notes is so great that they go to a premium. 
Ordinarily 125 Nepalese coins are equal to 100 rupees, but a hundred
~upee note fetches 128 Nepalese coins. The Gurkha treasuries 
accept Bl'itish rupees or currency notes in pllyment of dues from traders, 
COn.trllctors and .amindars, but only those of the Cawnpore and Calcutta 
circles. 

554. The traders and contractors working in Nepal are British 
Indians and they obtain credit in the BIloIDe way as the retail traders work
ing ill British India, viz., from the arhatiaB at Gawnpore lind Calcutta. 

"What they need most is not finance, but protection whilst bringing 
money to their homes after selling their goods, as robbery is frequent 
and they are not allowed to possess firearms.. Another difficulty experi_ 
~nced by these trailers is that they are not permitted to purchase land 
in the Nepal Writory, not evan for building a house. and as they have 
to gi,": security for their contracts in ca.sh or landed property they have 
no option but to lock up a part of their liquid resources in cash security. 

(3) Timb", trtJds. 

555. The timber trade is important in the hills. The valleys are 
Reh in chir and dt'Odar. wbilst the Tam is full of sal •• llisham Rnd 
."hair (catechu). Clair and deodar timber is found in the districts of . 
. Debra Dun, Garhwal. Almora and Nainj Tal. wbilst SGI and shisham 
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a.hound in the districts of Debra. Dun, Garhwal, Naini Tal, Khen,. 
Bahraich, Gonda, Basti and Gorakhpur. 

056. System of forest contracts.-The trees in the Tarai forests a.re
Bold by auction, generally before the end of August. Ten per cent. of the
price is realised on the spot as earnest money and the rest is paid in 
three instalments. Contractors who are not known to the Forest 
department or who are residents of Indian States have to pay 20 per 
cent. as earnest money. The contractors engage sawyers who are paid 
.an advance; these men hail 11lostly from Gorakhpur,·Delhi, Bohtak and 
A1mora districts. The wages of Delhi sawyers are Rs. 50 to Rs. 55 per 

. month according to outturn (4 c.ft. to 7 c.ft. a day); the hill sawyers. 
receive Rs. 26 to Rs. B5 per month. The forests must be oleared by June;. 
~awing must be finished in M/¥"ch. The coolies and cartmen engaged 
in carrying timber to the railhead are paid on delivery of goods at the
destination. 

557. The forest contractors' financial operations are as follows :
(1) Earnest money is paid out of their own capital. 
(2) Money for making advances to sawyers in October is sometimes; 

but not usually, borrowed. 
(B) Money for transporting rations to the forests is usually borrowed. 
(4) The first instalment in November is usually paid with borrowed" 

money. 
(5) Money is usually borrowed to pay for carting and Iabourers~ 

wages at the beginning of the season (December to April): later these 
charges are met. from sale-proceeds. 

(6) To pay the second instalment at the end of January, contractors 
generally borrow a part of the money required, or the whole of it if the 
market is slack. 

(7) The third instalment is paid, and the ar."Alunt!! of the workmen 
are finally settled, out of sale-proceeds. 

Money is badly required in March, but is repaid before the end or 
June. 

The system in the hill forests}s similar, except that the contract 
runs there for a longer period and money is employed for about eighteen 
months. 

558. The rates of interest which these contractors pay a11' generally 
18 to 48 per cent. per annum when money is borrowed in November 
and not repaid till the work is finished, and 24 to 48 per cent. for short
period loans, i.e., one month or under. Some of the richer contracto~ 

. are financed by indigenons bankers and commercial banks at rates vary. 
ing from 9 to 12 per cent. Money is advanced on the personal aecurity 
of the borrower. The credit facilities available for these contracts are 
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inadequate. The reason is that the contractors require large sums an<ll 
have little security to offer. They hold large stocks of timber, but must
sell before they can repay their debts. Licensed warehouses at suitable-· 
railheads would possibly solve the difficulty since the warehouse warrant 
could be used· as security: butt)J.e timber must necesse.rily be firstr 
insured. 

1I.-PI'OYlnclal Board of Economlo Enquiry • 
. 559. Rural reconstruction, the problem of the future.-Our study of" 

the economic conditions of the province has convinced us of the pressing 
need for improving the lot of the peasant. Lord Meston once said thai 
the province had IAIge arrears of administrative progress to make up. 
Nowhere is this more true than in the rural areas. For the next decade 
at least, the most important administrative problem for Government'lI

. solution will be rural reconstruction; its most important financial pro,. 
blem will be the readjustment of its expenditure so as to secure -it~ 
CO-operation, agriculture, industries, primary education, rural sanitation, 
all alike will require a much larger share of the provincial revenues than 
they receive at present; and a share, moreover, which for many years.. 
will tend to increase. 

560. The fleed for economic data.-But if Government is to embark 
on a policy of rural reconstruction, and in the procese to avoid waste, 
then it' will require more and better economic information than is at 
present available. Data of considerable value are to bs found in such
pUblications as settlement and rent-rate reports, and the annual reportS' 
of such departments as Agriculture, Co-operative societies and Irriga
tion. But these data are not-complete, still less correlated or analysed. 
Again, there have been few surveys of the economic conditions either
of countrysiae or town, and no detailed study of such problems as rural 
ind~btedne88 or transfers of agricultural land. A few university gradu
ates have, in the course of their studies produced valuable theses embody
ing the results of loc~l iuquiries in individual villa"."e8. But both the
scope and the amount of the work which such students can do are
limited. Extended so as to cover the entire province and multiplied a . 
thousandfold, they might serve as the basis of a constructive policy. 
But to base such a policy on the material at present available will be
to nm the grave risk involved in ~nel'\llizing from insufficient particulars. 

561. Fat'ilitit.$ for coll6('ting uonomic data and making economic
('nquirit's .-During the course of our present enquiries we have had too 
eulist the assistanre of various dppartments to collect for us the fllC~ 
and figures which ~e required. We were struck both by the quality of" 
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.the material thus supplied to us, and the rapidity with whicp it was 

.collected. There is no doubt thp.t had we not been working against time 

.and had it 'been possible to allow us even another six months in which 
to prepare our report, we could have trebled or quadrupled our intensive 
surveys, and presented actual figures where ')Ve have had to content our
ilelves with estimates. We are conVinced that with the existing stall 
.it would be possible for Government to collect in a relatively short space 
of time all tile economic data that it could possibly require; and once 
collected, it could, witll equally little difficulty, keep its statistics up to 
·date. What Government lacks is an organisation 'to see firstly, that 
these data are regularly collected, and that all requisite economic enquiries 
'are made; and secondly, to collect and tabulate the data, and to present 
the results of the enquiries in convenient form. In !!hort, it requires an 

.organisation which will combine the duties of a statistical bureau and a 

.department of economic enquiry. Such organisations are common in 
-<.ther countries. In this country, so far as we are aware, there is only 
.one, namely, the Board of Economic Enquiry, in that progressive prov~ 
ijnce,-the Punjab. The Punjab Board was formed in 1919. . It has 
-carned out a large number of village surveys and collected information 
.on such varied subject. as the size and distJ'ibution of agricultural hold
~ngs, the rates of food consumed, mortgages of agricultural lalld, farm 
'accounts and family budgets. It has provided a mass of useful data 
which serves a double purpose, of providing Government with the in-
1'ormation which it requires to pursue a constructive economic policy, 
.and of creating'll. well-informed public opinion on all economic matters. 
By enlisting the aid of all those who are interested in economic ques
tions, whether officials or non-officials, university theorists or practical 
experts, the Punjab Board has acquired the authority and influence of an 
institu te of economic research. 

562. Proposed Board for the United ProfJinces.-We strongly urge 
that a similar board be constituted in this province. We have already 
described in outline what its functions ought tQ be. We qeed not repeat 
that description, still less need we fill it in in detail. We need merely 
:add that its work must be of a practicaJ rather than a theoretical nature, 
:ancl that its main function shpllld be to supply, or obtain for, any de
'partment whose ultimate duty is to develop the economic resources of 
the province, any data. that it requires for the formulation of any parti
-cular scheme, and to olfer to such departments its advice in all economio 
matters. 

563. 
"!'board . ., 

Constitution of the board.-We have so far spoken of a 
But that board must be linked to, and "lonn part of, a very 
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definite orgarugation. At the head of that or~nisatio~ there should ~e--
• full-time(') chllirmlll\o official or non"offimal, _ proVIded that he IS· 

• man who is both of Btanding amd experience, fl!llDiliaf with 
the handling of ststiatics. and well-acquainted 'with ..Jihe economia
conditions of the province. The post should not be reserved! 
for any particular service or department; the best man should be selected, 
tl-hoever he may be. There shd'dld also be /I. secretatyWith similar
qualifications. The secretary'i post. like the chairman's, should be bps!!> 
to Bny department. . ' 

The office staff should consist of a few clerks including (sino!! there 
"-'ill be much writing to be done) two stenographers; together with twd 
statistical clerks. These clerks should be specially selected, -sintt! the' 
statistician if he is to be successful must poslieSg sufficient knowledge td 
enable him to undei'l!tand the import of his figUres. Both therefore
should hold an M.A. degree in Economics, and should_be paid Becotd
ingly. 

564. Membership 01 the boo~d.-The constitution of the board is a· 
matter on which opinions differ. Some would prefer a board comprising
representatives of every conceivable economic interest. whether that in-
terest be offioial or non-offioial. But a board so constituted would be hope
leBBiy unwieldy. In practioe it would be wholly inactive,leaving all work
to ita office-bearers. It would in faot justify the caustic definition of 110 
board. oonference or committee as being "a noun of multitude signifyinlr 
many but not signifying much." We propose that the board should be
a small compact body which may, however. when desirable, increase its' 
membership by co-option, of persons espeoially well-acquainted with the
subject which is at the ~oment under discussion. We would resmct the
membership to fourteeu. excluding the chairman, as follows-:-

(1) Officials.-The Directors of Industries and Agricultcre; the 
Registrar of Co.operative Societies; either the Settlement
Commissioner or an ex-Settlement Officer, and a represen-
tative of the Finan~ department. -

(9) One repreaentative of each of the two Chambera of Commerce • 
!lamely the Upper India and the trnitecl Provinces Cham--
hera. . 

(81 Two repreaentBtives of the five universitiea. 
(Ii) Three lIon-official hlembersto be elected by the t.egislative· 

Council. 
(5) A joint-stock banker and an indi"aenou8 banlier. 
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"The officers mentioned would. be ei!;. officio members. . The term of .-non
-official members should be three years. The rE',Presentatives of the five 
-universities would be elected in :rotation from the economics and com-
:merce departments by' the relevant faculties; the bankers would be 
mominated by Government. 

565. Sub-committees.-· We propose that the board should work 
.mainly' by sub-committees. Whenever any particular line of investi
.-gation is suggested, or the report of such an investigation is to be con
.sidered, the work should be entrusted to a sub-committee consisting of 
.the official member most concerned, at least one member of the Legis
,iative Council, and at least one other member. In all cases those mem-

, .bers should be selected that have special knowledge of the subject under 
-discussion. The decision of this sub-committee should be final in 'all 
matters appertainlng to th~ gubject. The board itself should meet at 
least once a quarter to consi~er a report showing the work actually 
accomplished, to decide such qus.qtions as the printing of any material 
'available, and to suggest further lines of enquiry. Both the board and 
-the sub-committee should have the power of co-option mentioned above . 

. 566. Relations with G01J/wnment.-The relations between the Board 
-of Economic Enquiry and Government should be the same as at present· 
.exist between the United Provinces State Medical Faculty and Govern
ment. They should receive a lump-sum grant-in-aid, covering all the 
lboard's expenditure with the exception of the pay of the officers and 
staff. This would, we understand, avoid. the lapse of unspent balances 
in a particular year. The accounts of the board, however, should be 
,jIubject to audit by government auditors. • 

567. If we are right iii our view that for the next ten years at least 
the most important, problem which Government must tackle is the pro
'blem of rural recqnstruction, then we consider the creation of such a 
'board imperative. Without it Government will be hampered at every 
turn in any economic policy that it may pursue. It would be in the 
'Position of an army which goes into the field without an arsenal behind it 
to provide it with ammunition. . And the best time for its creation is 
now; for our evidence contains much material that we have not ourselves 
!bean able to use, and suggests many lines of research which we have Dot 
'been able to pursue. That material will lose much of its importance with 
time. 

Finally, the decennial census operations are about to commence. We 
have used the census figures freely, but we also found that much inform
:ation was not available, which the census authorities could have supplied 
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'Without difficulty had they been asked to do so in time. It is lIS well 
not to let another census pass without securing that material; and a board 
pl economic enquiry would, if constituted, be the proper authority to 
negotiate with the census clepartment in such a matter. 
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. CHAPTER XIV. 

SUMMARY OF RECOMMENDATIONS. 

(RereNU'" aN $0 paragrapluo.) 

OUR conclusions and recommendation!! may !be summarized as 
follows :-

Chapter V.-Agricultural marketing. 
1. The co-operative societies should be employed for the purpose 

of marketing finance and thus the cultivator's power of holding up stocks. 
should be strengthened (259). 

2. Merchants should introduce trade muddati humUs instead of the
present book credits (259). 

3. The practice of supporting daTshani- hundis with railway 
receipts should be extended (259). 

4. Such defects as the following can only be cured by legislatioD 
C!r administrative regulation :- . 

(a) The Dse of a variety of local weights or measures; 
(b) false weighment; 
«(/) the lery of a variety of incidental charges and imposts; 
(d) the absence of grading; 
(e) the ~ret settlement of prices (262). 

5. Government should initiate an enquiry with a view to intro
ducing standard weights and measures (264). 

6. After necessary enquiry legislation should be undertaken to 
establish regulated general markets as recommended by the Royal Agri
cultural Commi~on (267). 

7. By far the most important suggestion is the introduction of c0-

operative marketing societies (268). , 
8. The expansion and improvement of farming 'imply improved 

storage facilities, but grain elevators or licensed warehouses will not be 
required for some years to come (269). 

9. When warehouses are established, the late Mr. Madan's draft 
Bill (Appendix to Chapter V) may be taken as the general basis, but 
the warehouseman should not be permitted to deal in or lend money on 
goods of the kind that are deposited in his charge· and the grading 
officer must be entirely independent (270-271). 
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10. For various reasons it is neither possible nor desirable for Gov. 
ernment to manage the proposed warehouses. They should be managed 
through private enterprise (272-273)-. 

11. In the circumstances the beopari ,is and will continue to be 
an indispensable feature in rural economy, but the BOoner he can be 
done away with the better for the producer (275). -

Chapter VI.-The pre8ent situation in respect of co-oper~ion. 

12., Facile credit without adequate training of the people in its 
lse is dangerous. What is needed is not a large number of societies 
Icattered all over the province, but concentrated effort in one or two 
lelected areas (289). 

13. The new ol88s of supervisors under the provincial supervising 
Ilnion should make fOF the better education of the members and the 
better supervision of the societiea (290). , ' 

14. Since oo-operation for its suocess must have the right SPiri~t 
Iltmosphere, ordinarily societies for rural reconstruction and better living 
should precede credit, societies or at lesst the two should be st '. 
side by side (291). 

15. Detailed enquiries should be made forthwith in different local. 
itie~ to ascertain the credit needs for productive purposes of different 
ol88ses of oultivators, the time of such needs and how they are met at 
present (292-298). 

16. Co-operative societies should only provide short-term and in. 
termediate loans for productive purposes: they should not, ordin&rily 
give long-term loan8 or loans for unproductive purposes. Long-term 
10&D8 may be obtained from the land mortgage banks referred to later 
(294-295) . 

17. No reduction in the present rates of interest charged by c0-

operative societies is possible. The s~aestion to give a portion of the 
reserve fund to members who leave the movement is equally out of the 
question (296). 

18. The societies should ordinarily consist of persons of equeJ. 
status, and keep out undesirables. In ca.qea of default immedi&te and 
dr&Stic action .should be taken. To make this possible the co-operative 
st&it should be empowered to apply for an award (&8 in the Punjab) and 
a aociety'. claim. 88 recommended by the Maclagan Committee, should 
be converted to a first charge, but only when a aociety provides fun credit 
facilities including the liquidation of a member's outside debta. Further. 
in respect of advanoes for the purehBBe of 'cattle, etc., such societies 

Ill! 
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should have a first charge not only against the cattle purchased, but 
, against the agricultural produce as well. The transfer of holding to a 
sub-Iessee'should also be impossible without the consent of the society. 
Attachment of property before the award is actually obtained should 
also be permitted so as to prevent dishonest transfers, as soon as arbi
tration is applied for (297-298). 

19. Efforts should be made to encourage conscious savings in years 
of plent~or use in times of scarcity (299-300). 

20. When crops are bad postponement should be given as 'soon as 
possible arid not delayed till the demands have fallen due (301). 

21. To ensure that loans be made promptly, the existing procedur9 
in connexion with the advance of loans to societies by central bank9 
should be simplified. But the difficulty of distance is a serious one. 
The post offices can facilitate ~he remittance of funds by foregoing the 
whole of tl}e money-ol'der fees instead of only three-fourths as at present 
.and by permitting the opening of current accounts and their free transfer 
from a heaq post office to any of its branches. But the best solution 
would be the formation of moneylenders' co-operative societies, lending 
'to primary societies in the neighbourhood and not to individuals (3(}2, 
also 475). ' • 

22. The co-operators should carefully study the village money
lender and his methods and ut,ilise his knowledge and experience to the 
hest advantage (303, also 474). 

23. As ari. experimental measure, societies for the purchase of agri
cultural .requisites and the sale of agricultural produce should be started 
in one or two selected areas and aim at the inclusion of the village 
bania. After individual societies have acquired sound business methods 
they can combine into a central organisation and 'arrange for group 
marketing through a: local expert (304). 

24. Ali tne same time co-{)perative societies of small traders should 
be formed (305). 

It would be desirable to form a marketing department which should 
study all marketing problems, organise trading societies and assist in 
the establishment of open and regulated markets, particularly for the sale 
of principal crops (306). • 

25. In order to enable cO-{lperative banks to get into closer touch 
with the money market a provincial, co-operative bank should be estab
lished (308). 

26. The law relating to audit should be suitably amended ad B8 to 
.empowet: the auditors to correct balance-sheets and permit their public-
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IItion only when they lire certified to be correct; to enforce· other ~udit 
suggestions and provide for the appointment of a. committee of enqID:Y in, 
serious cases; to hold the bank managers and directors personally liable 
for a.ny losses caused through their neglect or imprudence; to include 
1!ections 50.A and 60 of the Bombay Act,which dea.l witl!. wilful neglect 
and the wilful furnishing of false information by a society. officer ar 
membel's; to require the employment by banks of stall' licensed by the 
provincial bank (309), 

27. The provincial bank mW!t have the services of a banking ex
pert as its general manager who should give advice both to banks and the 
department on all t~clmi('al financial ina.tters (310). . 

28. To encourage thrift special societies must be fonned and the 
co.operative banks should give them special terms. a.nd facilities. . The 
latter should encourage saving dit'ectly by oll'ering a.ttra.ctive terms 
for fixed deposits nnd a.dditions to them. however small (313). 

29. Co-operativ& banks should ma.intain small ca.sh ba.lancea and 
'invest their surplus money. Reserve funds should not be pledged sa.ve 
in exceptional circlllllstances to meet a special emergency and for II 
limited period. Provision should be ma.de for bad debts lind the balance· 
sheets should reveal the real condition to the public (314). 

• 80. All the income of II co-operlltive society should be exempt from 
income-tax (815). 

31. Other concessions suggested are the following. of which the 
last is most important :-

(1) the debentures of provincilll bnllks should be included in the 
list of trustee securities; 

(2) the Court of Wards and District and Municipal Boards should 
be permitted to deposit their money in co-opera.tive banks; 

(3) the co-operutive societies should be exempted from court·fees 
aa they are from stamp duties; 

(4) the present restrictions ~'&inst the advnncing of taqofJi to 
co-operative societies should be removed and taqotJi should 
be "riven to or through them whenever practicable (316-
817). 

Chtlpfcr VII.-Th8 pt'um! legal s1hwuOft ill ~~$p~et oj d~bt. 
3:l. There is no ca.se for an extension of the Bundelkhnnd Land 

Aliellllt.inll A", to the whole or IIny othE'r part of the province. A further 
and fuller enquiry is required $0 obw.in complete infonna.tioD (320. also 
243). 

,~. Equitable mortga..ne by deposit of titl&-deeds should be made 
lE'galm the I'rovin~. as it is in. presidency and pan towns and also in 
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the Punjab. Further, Q mortgagee should be empowered to transfer his 
interest in the mortgage to his creditor by a mere deposit of the title
deed. 

Every usufructuary mortgage should, as recommended by the Royal 
Commission on AgricUlture, bear on its face the date of its final redemp-
tion (321). . 

34. The existing provisions of the insolvency law, if carefulIy 
administered;are sufficient to deter a debtor from misusing it. Special 
insolvency judges may be appointed where insolvency petitions are 
numerous (322). 

35. The principal defect of the Usurious Loans Act is the absence 
of any definition of usury (323). 

36. The Civil Procedure Code should be so amended that courts no 
longer b,ave discretion to reduce the stipulated rate of interest after the 
date of the suit unless the rate is "usurious" (324). 

37. The possibility of avoiding delay in suits and in realisation of 
decrees should be examined and if necessary the number of judges should 
be increased (325).-

38. Judges should be armed with greater power to prevent and 
punish any abuse of the facilities provided by law (326). 

39, -The ex-proprietary or occupancy tenant should be given the 
right to mortgage (but not otherwise transfer) his holding, (1) for a 
period not exceeding twenty years, (2) only to a land mortgage banli 
or co-operative credit society; and the landlord's superior right should be 
recognised by /tiving him, in case of enforcement of security by sale, the 
first right to purchase the eqnity of redemption. . 

But it is impossible to give a statutory tenant even a restricted right 
of transferability. Since, however, purchase of an occupancy right 
is legally permissible, a land mortgage banlC should be permitted to 
lend to a statutory tenant the money necessary for that purpose, on the 
security of the occupancy holding which he will thus obtain (333). 

(N.B.-Recommendations concerning stamp dotiea and billa are made in Chapter XI, 
and those coDCeZ'Iling the taqa,,; 10 .... in Chapter VIU,) 

Chaptllf" VIII.-P08sible 1"emedie8 in the p1"eaent 81Jatem of agricultural 
Cf"edit. .J 

40. The 'financial position of the peasant can be improved in only 
two ways: (a) by increasing his income; (b) by clecreasing his expendi. 

'(1) There are numerous small-scale occupations available to a 
peasant, -either 8S a substitute for agricnlture or as supple. 
mentary to it. 
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(2) Emigration is another remedy, but the people themselves may 
be left to apply it. . .. 

(8) Additional cultivation is- desirable, but there is little fresh 
soil available in the province, especially in· those areas where 
it is most required_ 

(4) New money-making crops, such as fruit-growing, should be 
tried. 

(5) Intensive cultivation in the sense of growing better crops of 
the lame kind has already yielded and is bound to yield 
good results (845). 

(6) Reduction in expenditure of a cultivator whose standard of 
comfort is miserably low can be effected in only one of two 
ways: (1) by borrowing le88, especially for unproductive 
purposes; (2) by borrowing at lower rates. The best 
remedy is education-not merely literacy but the- develop
ment of mental powers, and such education can best be 
inlparted by the co-operative movement in which the 
leaders must come- from the people, preferably from the 
peas&nts themselves (847-349). 

41. In ol-der to provide long-term credit, a land mortgage bank 
should be established based on a combination of co-operative and joint. 
stock principles. The bank's shares should be open to the public for 
SUbscription, but any person who may desire to borrow from it must first 
acquire an interest in it by purchase of its shares_ There should be only 
one provincial land mortgage bank with a limited number of branches in 
important places, each operating in a separate area ana agencies subordi
nate to each branch, wherevt'r Dt'ed for an agency exists (350-856). 

42. The opt'raHon of the AATirulturists' Loans Act need not be 
confined to occasions of distress (357). 

The administration of the Act ~an be freed from defects in the 
following ways :-

(0) Preliminary t'nquiries abou$ the need of taqoci loans should be 
conducted without avoidable delay by responsible officers 
and the recipients selected should, of course, be those 
whose need is greatest. 

(b) Distribution of taqaDi should be promp$ and not delayed till 
the $ime for ita profitable spending has passed. 

(c) Taqaci may best be dis$ributt'd throul(h c~perative societies, 
pGl\('ooyau and failing both of them throngh the land
lords. 
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(d) Recovery of taqafli advanced in times of distress should in
variably be effected not in one instalment but in two. the 
second of which should be a full year from the first (358). 

43. The Land Improvement LoaDs Act needs to be ad..-ertised. but 
if a land mortgage bank is instituted it should provide all the long-term 
credit that is required (359). 

Chaptet" IX.-Organisation and finance of small rural indll$lries. 

44. There is a future for scientific fruit farming. but if it is e'·er to 
be developed, the Agricultural department must giye the lead both by 
demonstration and precept (368). 

45. Much has been done to improve poultry farming. but much more 
remains to be done in the way of propaganda and demonstration in the 
countryside (370). 

46 .. There are great possibilities of the expansion and extension of 
various industries in the province, if adYantage is taken of modem 
methods and improvements, especially the use of power. The Industries 
and Co-operative departments can render valuable serrice by making 
experiments, giving expert advice, obtaining suitable tools and advertising 
the wares (371-374). . 

47. The finance of small rural industries is not distinl!'uishable from 
rural finance generally. The co-operative movement muRt indude botb 
within its scope (375). 

Chapter X.-Organvmtion and finance of smalluTblln j.,duslries. 

48. Co-Operative societies, both for the supply of credit, raw materials 
and tools and for the disposal of products are capable not only of increas
ing the prosperity of such industries 3B still ftourish but of r .. vivin!! those 
which are moribund, provided the artisans haye first bet'n educated in 
the principle of c~-operation. This is a nseful field of seth·ity which 
should be explored by the Co-operative departm .. nt (4OIl-401l. . 

49. The task of financing Ite co-operati .. e soci .. ti ... of art,,,,,ns, 
middlemen and karkhanadars must be entrusted to an industrial bank 
which, whatever its type, mnst sooner or later create branches at 
convenient centres and make agency arrangements in others (40-~041. 

50. The Arts.snd Crafts Emporium at Lucknow should be re-orga
nised so that (1) if may serve as an intelligence bureau in commercial 
and technical matters to the industries themselves and to the trade; (2} 
it may assist in the introduction of approved de~s prepared by the 
School Df Arts and Crafts; (3) it may adequately advt'rtise aIr artistic 
prodncts and (4) it ID&y act as the headquarters of a system of ""Ie 
depOts in all indnstrisl !;eutres of the province and po ... ibly Blso in the 
major to~ or other proyinces and eveo abroad (4051. 
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51. Ad~ rI. indmtries is essential but orpnj;;;orion roM 
come first. M.-ertisement mav foIJow .-ben it is safe to a~.-erti=e (jo)6'. -

Cla4(kr Xl.-lndigeNIu #-r. 

5:!: Efi'ort. sboold be made to JIIftId and 110& nul 1he indigenous 
baWren. 'The folJowing Ii_ -of ~ are OI"'!' aDd it is fe.- 1he 
bankers to deeide II! wbieh mad aDd at .... t speed they -.iI1 -
(~I:-

(1 I 'The transformation rI. ~ bankers into pinte limiteII 
oompaoies HOOI. 

(:!) The amaJgamation of the bncir rI. IoeaI indi.-- hooken 
into joint-«oct baob (46]j. 

(31 The establisluoeot rI. what are toooro in Germany as 
"COIIUDiIodit" principle bulb Cm.t63I. 

(" 'The appointment of iodiewoos honkPn as iII!ftIIS of joint
stodt baDb 01' of the R 'e Bank (464-165'. 

(3) The formation rI. a ~ bank rI. j~_ bankers 
(fOOl. 

(6) 'The adopcioo rI. biD broIDo,!- as ao j .. ~1 prt cf the indi,,--
0U8 baoIrer'. business (467l. 

(71 The ~nisatioo of inc\4!ux_ bankers on IDCJII«n m
(468-4'1), 

5.1. Efforts should also be DliIde to nop1ale the .......-ylenders' 
o~tion.; and Mf..guard rile iok'n'As rI. tMir ('~ieou; to do a1lllY .w. 
the lD<IDeyk-nder is im ....... ible (4731:-

(1) Yooeylendera obcul4 be induced to join ~tn-e ~ieries' 
on condition lbat t~ ......., lendio:! pri.-aiMy to the 
membrrs rI. IO':b SlJC"irtft (-174, u.o ~'. 

(:!' EJ:~ may be tried rI. 1he formarioo rI. n>-opEiati.e 
aocieties of .......-y\eoden; ..-biclt shonld !rod to II» p'irDaf7 

\ eocietit-s and 110& to indil'iduals (175, also ~'lJ. 
(31 ., ""heme rI. I"-"~ mooryienders is ~t'5Ud but is opeD 

to ...waJ _w.- objed;'" (4761. 
(41 ~1 ....... 1he m- rI. the Punjab ~ of .'<tiMidB 

.Vt is cIHi.-....... to JII'I'WftJI II» Jft1W1Ilioo 01 irftevlar e.- ctis-

........ ~, hat ada .. _t. in tl» ~ _ 
nre .... ill lhr n;diDlf (';itoHl-a_ 01 iIl~ de .• the 
~ __ 01 do '1M WlI'- /477,. 

ISo nw- riJ1 __ ~kDll« hiInodf • .., ..... H .... ' .... W"nIa 
the -...11_ 01 _ ~ &.!-twits as Pi., N dae
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54. Miscellaneoua recommendations:-
(1) The UBe of bills of exchange-muddati hundis-should be en. 

couraged by both bankers and banks (479). 
(2) The stamp duty on bills payable within six months after date 

should be reduced to the level of the duty on demand 
promissory notes; whilst bills payable within 30 days should 
become duty free (479). 

(3) The formation of a Provincial Bankers' Association is strongly 
recommended (479). 

(4) Joint·stock banks should allow indigenous bankers to Qver
draw for short periods on the security of equitable mort
gages (479). 

(5) The central bank should be empowered to accommodate in. 
digenous bankers by discounting theiJ; hundis either (1) at 
the same rate as the joint-stock banks, if they keep a mini· 
mum current oocount with the central bank or (2) at 
a slightly higher rate if they do not (479). 

(6) Various market practices relating to hundis should be standard
iZed (479). 

(7) There should be no restriction, legal or customary, on the nse 
of vernacular scripts (480). 

(8) Cheques and pass books should be issued in the vernacular as 
well as in English (480). 

55. For the co-ordination of credit agencies a Central Bank, such as 
recommended by the last currency commission, with a branch in each 
province and an ageney or sub-agency in each district is essential (481). 

Chapter XII.-Inllestment habit and attraction of capital. 

56. There appears at present to be neither need nor strong demand 
for a stock exchange (503).) 

57 . .In.the matter of post'office facilities:-

(a) The present annual and maximum limits for savings banks 
. deposits may be raised to a reasonable amount, ,not exceed
ing double the present figures; 

(b) the agency of joint-stock banks should be used on a commer
cial basis to sell post office cash certificates; 

(e) up to a maximum limit in any case, cash certificates should 
be made negotiable (519); 

(4) cash certificates should be. widely advertised through village 
propaganda' (520); 
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(e) money order rates shoUld not exceed double the Imperial 
Bank rates for remittances (521; also 509); 

(f) a rupee post&! order of -the same type ss the sterliI!g postal 
order should be introduced (522); 

(g) post office cheque accounts may be tried in places where 
modern banking facilities do not exist (528); 

(h) travellers' letters of credit should be issued and their use 
encouraged (523); 

(i) the postal insurance scheme may be extended to rural areas, so 
long as private -insurance companie,s are not there 
(524); but 

(/) - no such suggestion should be given effect to as is likely to ~
volve, on balance, further expense to the State (525). 

58. The restrictions on currency tra'nsfers may be relared in two 
directions: (a) the treasury officer may be empowered to issue any 
number of currency transfers and supply billa to any number of appli
cants, up to a certain limit of amount over a certain period; (b) these 
documents may be iAsued also at such sub-treasuries as are located in 
centres of trade which poesess no other remittance agency save the post 
office (526). . 

59. The issue of a goll saving certificate paid for in gold and re
deemable either in gold or in legal tender money is recommended (528). 

60. The existing banking facilities being unequally distributed, 
diffusion and not competition should be the aim in opening new banks 
or branches. In placea where there is not sufficient business for a 
branch, temporary branches and periodical "counters" would be of great 
advantage..c529-532). 

61. Suitable banking legislation and the appointment of government 
bank eXt\miners may prove at present J!O-"--<ubly the best means of 
strengthening the banldng system and stimulating the banking habit 
(5331. 

6:). There should he local clearing houses in large towns and a 
lru-ge proviucial clearing house at C'awupore which should act as a country 
clearing house. 

In the existing conditions of the country a clearing house might also 
act as a bill collecting a~'1'DI'Y (534). 

63. The institution of the Resen-e Bank is recommended, but if it 
is established it would modify several sU~aestiODs DlIIde above, viz. :

(a) the Reserve Bank will provide all clearing house facilities; . 
(b) supply bills and currency transfers will cease to exist and the 

Reserve Bank will provide necenry remittance facilities: 
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(q) a branch or agency of an approved bank will come into exis
tence in every place where there is a currency chest. The 
Reserve Bank' will thus lead to the much desired diffu
sion of banking throughout the province (535). 

OhapteT XIIl . .......:Miscellaneoua. 

64. Tibetan trade.-If the Bhotias could be organised under the co
operative system, they wo.uld have no difficulty in obtaining cheap and 
sufficient credit (551). 

65. N epale8e trade.-What the traders in Nepal need most is not 
finance but protection from robbery. They should also be permitted to
purchase land in Nepal (554), 

66. Timber trade.-Licensed warehouses at suitable railheads would 
enable the contractors to get sufficient credit on the security of their 
stocks of timber (558). 

67. Board of Economic Enquiry.-To provide the development de
partments with all facts and figures necessary to enable them to carry 
out their special duties and specially those connected with village recons
truction a Board of Economic Enquiry is urgently required in the pro
vince (562). 

The Board should be a compact organisation with a permanent 
wholetime Chairman and Secretary and the following members viz .• 
Directors of Industries and Agriculture. and Registrar of Co-operative So
cieties, either the Settlement Commissioner or an ex-settlement officer. a 
representative of. the Finance department, one representative of each of 
the two Chambers of Commerce, two representa.tives of the five U niver
sities, three non-official members of the Le/rislative ,council, ,a joint
stock banker and an indigenous banker (563-564)." '.,., 

The Board should work mainly by sub-com'iDittees witt;' power of 
co-option. The Board should receive a lump-sum grant-in-aid besides 
the pay of officers and staff (565-566). 

(Signed) E. A. H. BLt'NT. 

- .. (Signed) L. C. JAIN, 
Secretary. 

Dated A UgUBt 1, 1930. 

• Chairman. 
G. S. UPADHYA. 
RADHAKAMAL l\IUKERJEE. 
B. T. THAKUR. 
MOHAN LAL SAH. 
MOHAN LAL. 
LAKSmfi DAS. 
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Alternative opinions by Dr. Radhakamai ivIuker)ee on certain points. 

[Note :-Thea. !lotes were received ao late that it has been neoessary to print. 
them at the end 01 tbe.volame instead of at the end of the appropriate 
.h~ptera,J 

, I.-Indebtedness and the uneconomic holding. 

Our returns of debt show that the majority of tenants and peasant 
proprietors in the province possess holdings which are below the 
minimum economic size necessary to support the cultiva.tor and his 
family. These. also indicate that holdings smsller than 5 acres bear II 

heavier burden of debt in relation to their capacity for repayment thaD 
bigger holdings, In the absence of definite figures showing separately 
the number of debt-free within each class of holdings BUch as those 
below or above IS acres, to apply the average 46 per cent. of debt-free 
arrived at by lumping together lloldings of dill'erent grades seems to mO 
open to objection. The average will vary according to agricultural condi
tions, and caete and customs, but the most important factor in govern
iug the proportion of debt-free is the- size of the holding itself. 

WorkiDg on the same basis and set of figures of the report, we obtaiD 
for the dilltrict of Lucknow, where our own estimate of debt-free is S1 

. p ... r cent .• the following data :-
Number of holdings in Lucknow district. 

rlldtblecl amoollliDl! to 
118 per 000\ 01 k.a1. 

Total •• 

Groop 1. Groop 11. Group lIr. Groop IV. TolalllulDbrr. 

701 8\10 9' 8 

1.111 518 U9 18 

In the South Central tmet whieh comprises Lucknow di.trid. the 
ave-rage holding is II acres and the minimum economic holding is nearly 
of the SRme size. We CRn, therefore, conclude that the cultivators of 
the first gronp, repl'esenting 62'S per cent. of the total number, can 
hardly make both ends meet, while those of groups II, m and IY. 
totallil~g 87'7 per cent .• may he- regarded as well-to-do. Acceptin/! the 
figure that 87 per cent. of all the groups on the average are debt-free. 
we find that (0) of 87'7 per cent. of the well-t.cHIo cultivators only 13 
per cent. are free from deM, and (II) of 62'S per cent. of the cultivators. 
possessing holdings at or he-Iow the minimum economic figure, .. 
maximum of only 9S per cent. caD be free from debt. Luclrnow is less 
prosperous than many Oudh districts and there is probably " lsl'l!lt 
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amount of litigation, but Lucknow no qoubt offers far better opportuni
ties of subsidiary non-agricultural occupation as well as vegetable garden
ing than many districts of the province. If Lucknow cannot show a 
:percentage of debt-free due to subsidiary employment of more than 23 
per cent., it is doubtful whether 26 per cent. of the smaH holders of the 
province at or below the minimum economic figures are free from debt 
"by reason of subsidiary occup.tions," (paragraph 192). 

Our own statistics of debt-free, as has been pointed out in the 
Teport, "are generally smaller than the settlement figures"; while some 
.of the intensive surveys of villages show also considerably smaller figures. 
And thus 46 per cent. of debt.Jree on an average for all grades of holdings 
for the province due to subsidiary employment and other factors, appears 
to me too high an estimate, particuJarly for undersized holdings. 

Besides Table V (Indebtedness according to size of holdings) 
.appended to Chapter IV shows that the number of inqebted on holdings 
less than 5 acres actually forms more than 50 per cent. of the total 
:Dumber of indebted tenants and peasant proprietors. While 56 per 
-cent. of all tenants and peasant proprietors possess holdings either at or 
'below the minimum economic figures. 

It is also doubtful whether a considerable proportioD of thest! 
-smaller holders possess some subsidiary Don-~turaJ occuP,ation. 
'The Census statistics show that the number of cultivators who have 
some subsidiary \lCCupation to supplement their resources varies consider
ably in different parts of this province. Excluding the Gorakhpur divi
sion, the proportion in the province is only 11' 5 per cent. For the 
prQvince as a whole the number of cultivators who" have subsidiary oc
-cupations is 1,579 per 10,000 or roughly 16 per cent. The corresponding 
figure for farm hands is 1,940 or 19 per cent., but only 6 per cent. of the 
farm hands cultivate. Except in the case of artisans who combine their 
·crafts with farming many of these subsidiary occupations are not remu
nerative enough under the existing system of communications and 
marketing, while all share the vicissitudes of agriculture in favourable 
years when those who possess uneconomic holdings, and who can hardly 
keep their heads above water in ordinary years are in distress. Thus not 
only the relative burden of debt but also the number of the indebted ax .. 
the largest among those small holders whose holdings are below the size 
of the economic unit,. while freedom from debt in the case of 
many small holders simply implies that they are not credit worthy . 

• Among those who are debt-free and who are excluded from our 
t"eturns are the landless classes, whose number is not inCODsiderabl&. 
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They may be debt-free though they are far worse 011' than many in debt. 
As a.griculture is their chief if not only occupation, they cannot be dis
regarded in the study of agricultural indebtedness. In fact one of the 
surest indices of the burden cif debt on peaeant proprietors, and tenants. 
ip furnished by the proportion of landless classes in a country. 

The difl'erences between the size of the average holding and. the 
minimum economic holding, tract by tract, ae given in chapter II, 
paragraphs 56-64, seems to me the best rough and ready measure of" 
the relative proportion of indebtedness. This difl'erence is on the 
increase in most districts due to increase of population and progressive
frsctionl'lization of holdings. In one district 37 per cent. of holdings are 
now 21 acres or less. Sixty years ago the 'figure was 23 per cent. The
minimum economic holding lies there between 4 and 5 acres. On the
\vhole the correspondence between the number of holdings below the
minimum economic unit and proportion of indebtedness is, in my opinion, 
much oloser than appears in the chapter. 

In this connection it may as well be pointed out generally that the· 
question of agricultural indebtedness is to be studied as a.·whole in its. 
entire social setting. It ,involves the consideration of the following:

(i) how far agricultural indebtedness is really due to a.gricultursl 
operations proper, or to extra-agricultural ca.uses, such a.s
social and religious customs; 

(il) how far agricultural indebtedness is reduced not by a.,<TI'icultu
ral earnings proper or by earnings from non-a.gricultural. 
sources, such aa the pursuit of select or regional handicrafts~ 
amsll trade etc. . 

In the ca.ae of (i) it is difficult to divorce the labourer from his· 
home, family and other social ties and obligations which make up his
very life. As regards (ii) it only demonstrates that agriculture aa it is 
pursued a.nd left to itself is not aeo1f-aupporting. The relief coming.from. 
non-agricultural purauits should not obscure the central fact of agricultu-
ral indebtedness. . . 

• n.-The Bllndelkhand Land Alieflafion .Act. 

In my view the Bundelkhand Land AlienaMn Act has somewha.t' 
reduced credit for the cultivator. but haa a.t the same time reduced his 
ell:tra~oe. The 8Upersession. of the non-agricultura.1 moneylender by
the agricultural moneylender does not make the situation WOI'IIII. 

Beeides. eases of transfer of land from one a.,<TI'il·ulturist to anotheI' are 
no' yet numerous enough in Bundelkhand to abow the full economic
consequences of the new 1a.,<>isIatiOD. On the other hand. in IIlOBt of 
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the districts of the Unit{!d Pl'Ovinces, the economic conditions unaer the 
existing system of free transfer are quite evident and established. In 
Budaun, for instance, the figures supplied ~y the Settlement Officer show 
that the hereditary cultivator is being fast weeded out by a non-culti.vat
ing class. 

Percentaogl of thecnUivated area. 

y.... Properly held by 
Ths.kurs. Vaish18. 

1835 86'0 9'78 
1895 ~7'53 15.eS 
1925' 21'85 10'99 

This expropriation cannot, always be laid at the door of extravagance 
for which the hereditary cultivator should forfeit sympathy. With fear 
of ejection from his holding, he fast loses all interest in the soil in which 
he was rooted, and becomes a mere tenant-at-will or a sub-tenant, who 
becomes indifferent to the land which eventually deteriorates for want of_ 
manure and capital. On the other hand, the prospects of the land are 
not brighter' under its new owner, who is out of touch with the soil 
hoth by taste and tradition. He is at best a second-hand cultivator 
interested in monetary returns on the aebt, which has brought him the 
land. 

Throughout the province the professional moneylender who thus 
finds himself a landlord has not shown any marked eagerness to improve 
the land by expenditure and better methods. It is also found that the 
process of expropriation is slower with moneylenders who are agricul
turist zamindars than with others. In Meerut· and Rohilkhand divisions 
where the land grows valuable money crops, thl!l'e has been greater 
transfer of land to non-a"oriculturist moneylenders, than elsewhere in the 
province. Such transfer may nltimately lead to a diminntion of the 
'Share of the agricnlturist classes in the, benefits of irrigation, and 
,generally ,speaking, in the increased value of land due to improvements 
in recent years. Thus there is a tendency towards a decrease of OIltput' 
from land over 'and above general social unsettlement and discontent 
oCaused amongst ·the expl'Opriated. Nor does any restriction"on transfer 
"run connter to all accepted principles regarding rights of ownership". 
In fact the general trend of modern a,,"l'arian legislation in Central and 
Eastern Europe has been to impose restrictions on mortgage, transfer or 
,sale of small holdings created or reconstituted since the war in differen~ 
1lOuntries. The keynote of modern agrarian policy h811 been the protec
tion of the small cultiva~or through mea_ures securing inalienability and 
aindivisibility of holdings. "" 
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I do not agree with the statement that the iutroduction ofa Land 
A1ieuation Aot in any other part of the province ":would have most un
desirable and even dangerous results". On the other hand, I am 01 
cpinion that the increase of transfer of holdings from agricultural to 
non-agricultural classes is itself s menace to agriculture, and may, if 
unchecked, lead to serious agrarian unrest. This justifies, in my view, 
at least a further and fuller enquiry on' the subject with the object of 
obtaining more recent and complete data than have been available for 
the Committee as indicated in the report in an earlier chapter (p. 128, 

• para. 243). . 
There is a strong case for improved land legislation to protect agri

culture from some of the evils. arising from easy transfer of land. The 
experience of western countries and also of 80me parts of India shows 
that restriction of leas8, mortgage, or sale, though it may temporarily 
Dlean s.n abridgement of credit for the cultivator, does not ultimately 
nffect the prospects of agriculture. There is on the whole a greater 
4lalanoe of good from the principle of keeping the cultive.tor to his soil 
lind holding as the basis upon which other necessary legal and economic 
adjustments should be built up. Both thrift as well as stabilised 
interest of the cultivator in his holding gradually improve Credit and 
establish it on firmer foundations. Unrestricted transfer in the face 
cf a progressive fractionalization of holdings provides the opportunity 
for the non-agriculturiet moneylenders. The unprotected cultive.toJs 
whose land is below the minimum economic figure-and the majority of 
tensnt·s and propl'i.etora of the province possess Don-economic holdings-. 
foroes up credit and does good neither to himself nor to his land. all 
Ilimilar grounds, besides judicious restrictions on transfer, the use of sub
lea_ by tenants as a substitute for usufructuary mortgages, which is 
fsidy common in the province, is to be effectively checked. The eva
aion of the law should. in my view, be prevented by more drastic pro"i. 
aious such as those emboclled, for instance, in the Oe~trel Provincee 
Tenancy Acts. 

rn.-Board of Economic Eflquiry. 

With regard to the composition of the BOard of Economic. Enquiry 
I sugg-est that the represeutation of the universities be increased from 
two to fi\'!! members, giving to each university in this province perma
nlmt representation on the Board. The uni.versity departments in 
Et'Ollomics, Sociology and Commeree are directly o~nising in\'estiga
tions and opening up fields of enquiry on topics that would come within 
the purview of tbe Board, and a clOi'er 1Is..<ociation and co-operation bet
"'~n tllem and the Roni'd v .. ill imply a considerabl~ I18ving both in labow;. 
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and in cost. The Banking Enquiry Committee has" already shown the 
direction in which such co-operation may be profitably arranged by utilis-
109 the results of some of the field work and special surveys initiated and 
organised by the universities and Bome of the universities, again, are 
specialising in certain fields of work "and collecting valuable and varied 
economic material, which the Board can very well utilise, and they 

" should not exclude each other in the matter of representation. Indeed, 
the present tendency is to bring the universities into closer connection 
with the technical departments of administration so as to promote a more 
fruitful combination of theory and practice, science and experience. 

RADHAKAMAL MUKERJEE. 

It is impssible to allow this note- of Dr. Mukerjee to pass without 
comment. Unfortunately it reached the committee so late that it has 
been impossible for me to consult my colleagues regarding it, and I must 
accordingly take the task of comment upon myself. 

2. As I understand the note, Dr. Mukerjee dissents from the view 
that the number of debt-free amongst those tenants who posseBB _un
economic poldings (a group corresponding roughly to the group of tenants 
possessing holdings of less than five acres) is the same or much the 
same as the number of debt-free in other groups. He apparently con
siders that it ought to be considerably less. It is, however, poBBible to 
quote actual figures in opposition to this view. The settlement officers 
in three districts (one of which is Lucknow, the district which serves 
Dr. Mukerjee as an example) actually extracted the number of debt
free by groups; and in two cases out of the thr.ee (including Lucknowl, 
the proportion of debt-free in the lowest group is actually larger than in 
8ny other, aa it also is in all the three districts taken together. The 
figures will be found in evidence, Vol. II, pages 9 and 10. In Lucknow, 
against an average" for all groups of 57, the number of debt-free in the 
lowest group j.s 66. " 

Dr. Mukerjee also refers to the census statistics in support of the 
view that t~e subsidiary occupation is not so common 8S the ar~m?nt 
in the report suggests. 1 have personal knowledge of census statIstIcs, 
having myself been . CenSus Superintendent in 1911; and I put forward 
certain points of which doubtless Dr. Mukerjee is not aware, which are 
opposed to his view. 

3. The figures which he quotes are those of persons whose primary 
occupation is agriculture and whose secondary or subsidiary occupation 
iK non-agricultural. But these most certainly do not represent the total 
number of agricuItwjsts who also possess a non-agricultural occupation • 

• Indebtoocln... IDd lb. QDOCODOmio bDldiDg, P"Il" 863-6. 
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(1) His figure omits all those whose primary occupation is notr.
IlJricultural, and whose secondary occupation is agriculture. The figllrea 
lan be obtained from table XVII in the census statistics, wmere they 
Lr8 shown in separate columns Jlnder the head "partially agriculturiste"., 
rhis means a considerable a<ldition to the number of tenants and smaU 
proprietors who have two occupations. 

(2) There are two principal classes of agriculturists, namely the reM. 
receiver and the cultivator. Rent-receivers, of course, consist mainly 
)[ landlords, but they also include tenants who have sublet a portion of 
their lands; and the total number of agriculturists who either let or sublet 
L part of their land whilst cultivating the rest is considerable. Among 
lOch persone there are undoubtedly 80me, and possibly mllIlY, who also 
~ave a third non-egriculturaJ occupation. Since agriculture in any form 
La regarded as the most respectable of GCcupationa, it is certain that iB 
~ case where a man had two agricultural and one non-agricultural 'ooc ... , 
pation, he would return the first two as his primary and secondary 
occupations and omit the third altogether ,-whichever was as a matter of 
fact most profitable. It follows, therefore, that in many instances 
the non-agricultural or subsidiary occupation is omitted altogether. 

(3) The census figures all relate to individuals. We, however, are 
dealing in terms of tenants or holdings. Every tenant has his family, 
every holding supports more people than the tenant himself. It is not, 
therefore, sufficient merely to consiqer the subsidiarY occupation of the 
tenant himself but all the subsidiary occupations "tIf the family; and 
, here is no means of extracting that information from the census statis
ics at all, as an example will make clear. Let us suppose, for instance, 

at a Chamar teuant with a holding of two &eres has a family of a wife 
nd two sons. Such a family might, and frequently would, pursue the 
ollowing occupations:-

(i) FathBl'-Cultivator; agricultural or general labourer; tanner 
and leather worker for his jajtnalli. Of this, in all pr0-
bability the first two would be recorded and the third 
omitted. 

(ii) Wije-villa,.,"fJ midwife for her jajmani. 
(iii) Eldelt aOll-'l!erVllIlt of some kind, e.g. 88 a syc& or grass

cutter; or labour. 
(iv) fQtlQg/tl" lOn-cattle herd. 

~ 
The primary oceupation of this family would no doubt be cultivation 

f an (uneconomic) holding, but it would also have no less than five other 
upations. of which one would probably not be recorded in the census 
lea at all, whilst the other three would be recorded, but uuder ent~ll 

is 
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different heads. The wife would be shown (curiously enough) under 
class C-Public administration and liberal arts, sub-class VITI-pro
fessions and liberal arts, Order 48--medicine, _ group 172-midwives, 
vaccinators, etc. The eldest son would' b.e shown under class D-Mis
cellaneous, sub-class X, and Order 52-domestic service, group 182-
private grooms, coachmen, etc. The younger son would be shown under 
Class A-Production of raw materials, sub-class I~xploitation of ani
mals and vegetation, Order. ID-grazing of farm stock, group 14---herds
men., shepherds, goatherds, etc. In. -other words, the subsidiary occu
pations of a family would often be shown in the census figures as, the 
primary occupation of individual members of that family. 

4..- It is impossible, therefore, to base any conclusion regarding the 
total number of occupatioD.B subsidiary to agriculture on the -census 
figures, and the views expressed oil. the subject in the text of the report 
are in my opinion understated rather than overstated .. 

E. A. H. BLUNT, 
CHAIRMAN, 

United P~ovince8 Provincial Banking Enquiry Committee, 
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lltandard qnestlonnalre forpl'OYinclal banking enqairy CQI!'.mlttees. 

(The following memota.ndum is published in order to a.ssist witnesses 
in the prepara.tion of their evidence. It ia not to be regarcled as 
exha'ustive, nor is it desired that each witness should necessarily attempt 
to deal with al~ the questions ra.ised.) 

I.-Agricultural credit and credit facilities for small industries. , , ' ' . 
1. Describe the present system by which the agriculturist in 

your dietrict or !?rovince obtains finance
(a) for expenses during cultivation, 
(b' for ospital ancl permanent improvements, and 
(e) for other special needs, •. g., failure of monsoon, for land 

l'evenue, etc. 
What are the rates of intel'est charged in your clistrict or province 

In respect of advanoes, the period for which loans are taken, the nature 
of the security given and acoepted. (e.g., standing crops, etc.),' and other 
conditions attaching to the grant of such loans? 

Describe the part played in agricultural finance by Government, 
the Imperial Bank of India, the Joint Stock Banks, Co-operative 
Banks, the Indigenous Banks and B&llkers, profe88ional moneylenders, 
merchants and dealers, and other organiSations giving credit (e.g., 
compnniea tnlding in fertilisers, etc.). 

Can you give &n estimate of the total amount of capital required 
for the various purposes stated above for your diatrict or provinllfJ? 

State defects, if any, in thll present system and the reasons for the 
existence of such defects. Do you sugge&* any remedies? 

Is there co-ordination among the various credit agencies including 
Government, aud ia there acope for improvement in that clirection? 

~. Describe the present method of marketing principal crops in 
your district or provinge: < 

What in your opinioo are the po88ibilities or forming Pools and of 
oo-operative elfon generally in marketing produce? 

Descl'ibe the credit faciJitiee required for the fin800jng of producb 
during marketing, and the ,facilities actually e.J:istiDg • . 



In regard to such facilities is there any special difference as ·between 
internal trade and foreign trade? . 

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

What are the existing facilities available to the public, including 
banks ,.and bankers, for internal remittance? 

State any defects in the existing syste~ and any suggestions for 
improvement. 

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

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

What are the different classes of hundis current in your part of the 
country? What are the pecUliarities of each. Please give sample 
wording. 

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

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

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

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

What in your opinion lIore the possibilities of operating licensed 
warehouses in India either on the lines of the system which exists in the 
United States of America or· otherwise? 

Do you think there is any need for Government assistance in the 
matter? -• 3. In your district whlLt is tbe value of land per acre for different 
kinds of crops? 

What lire the factors affecting such value? In your 'reply, please 
distinguish between , 'o. 

(a) value of land in Government auction for non-payment or 
·revenne; !! 

(b) value of land in the event of sale by court decree; 
(e) value of land in pllrehase by private negotiation. 

. ( 
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4. Ia there any legal iI\lpediment ~. mortgage of land, and 
agricultural holdmgs in your province? AIe there any land mortgage 
banks or agricultural banks. in you~ province or any other b1l-nks for the 
provision of long term credit? . . 

State what you know of their. method o( work and of raising 
capital. 

If no such institution exists in the province, suggest the lines on 
which such institutions could be established and worked to the advantage 
of the landholders and tenants of your province. 

Do -you suggest any measures for . 
(a) improvement in the record of rights and title of ownership 

so as to simplify reference, and to avoid possibilities of 
disputes and counterclaims by parties other than those who 

. are the clients of the Bank, 
(b) simplification of the process of fOJ.'eclosure and sale by the 

Mort;;age Bank in the event of non-payment, 
(0) reduction of costs of reference to the record of rights and of 

registration of records and of the process at law so as to 
reduce the burden on the. good constituents of the Bank 
in respect of charges incurred on account of defaulters? 

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

(al deposits, 
(b) funds from central institutions, or 
(c) debenture bonds?· 

Should debenture bondS carry any Government guarantee either for 
principal or interest or for both? _ • , 

If so, what measures would you suggest to secure Government 
a","Sinst unnecesso.ry loss? 

On what terms should A"aricultural Mortgage Banks raise monies 
under each of the above-mentioned heads, with or witbout Government 
guarantee, and on wbat terms should they lend out money so as to 
cover their expenses? " " 

-:-. " 

~lease state anl'.other suggestions for tbe adequate provision of 
long term credit a",aainst sound eecurity. 

6, In order to devise measures for tbe increase of credit facilities 
to the agricultural dasses it is necessary to reacb an estimate as 8CCnrate 
as possible of the existing i~ebtedn_ n( tht'Se dasses. .. 
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Do you know of any such estimate for a village 'or a district in your 
province, or for the whole province? 

In what manper can such an estimate be obtained with reasonable 
IIccuracy? 

In such lin estimate please distinguish between-
(a) the amount of debt with land as security which is in the 

form of II registered mortgage, 
(b) the amount of debt which is concealed in the form of a 

judicial sale to circumvent the provisions of Acts such as the 
Decclln Agriculturists Relief' Act, 

(e) the amount of debt ~ch is incurred against any other assete, 
such as the village house, ornaments, ploughs amI other 
agricultural implements, crops and produce, or debt which 
is given on the general security of all the aSsets without 
a specific pledge. 

Please state wherever possible the purpose for which the debt was 
incurred, such as 

(a) the repayment of earlier debts, 
(b) marriage and other social occasions, 
(e) famine and other kinds of distress, 
(d) paytpent of land revenue, 
(e) growth of the debt by compound interest, interest not having 

been paid, 
(fJ seeds and manure, 
(g) improved agricultural implements, 
(h) sinking of wells and agricultural improvements. 

. , 
PlellSEl indicate also to whom this debt is largely due aDd whether 

the creditors are Government, Banks, Co-operative Societies, or 
indigenous bankers and professional moneylenders. 

State what vou know of the rates of interest charged. the methods 
used for calculating it-and for enforcing the payment of the debt. 
. Do YOll think 'a iarge number of people who are efficient farmers 
are being turned into tenants for a period, or tenants-at-will through ' 
the process of the enforcement of the old debts and landed property 
passing on into the hands of the creditors? 

If this process is going on, does it take . away from the actual 
Clnltivator the incentive to produce more and in an efficient Bnd better 
manner? 
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6. Give Bome iile.. of the number of small subsidiary Industriel 
allied fl'l supplemental to III¢culture existing .in your province, such all 
rice milling, dairy farming, gut making ,garden produce ,cotton 
¥inneries, sugar refineries, hand spinning, etc. 

Can' you suggest methods by which any such industries could be 
encouraged anil by which the producer might be enabled to get a better 
return for his produce" -

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

What would be the best method of seeuring working capital for 
lIuch 6Ilterprises? -

What financial machinery do you suggest for this purpose? 

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

Describe any existing ilifficulties in the matter of finance in the 
-clIoSe of Co-operative Sccieties both in regard to short and lon~ term 
<t'apita.l. 

Can you give an estima.te of the amount of extra. capital required 
for financing the C-o-operative movement in your district or province? 

Is there any competition in your district or province between the 
Co-operative Banks and Joint Stock Banks? 

If so, to what extent and in what direction? 

Have you any views regarding the possibility and ilesirability of 
!(r8Dting financial concessions in order to stlmula.te the growth of the 
Co-operative movement (e.g., by extension of special exemption from 
income-tax to genuine Co-operative Societies, inclusion of debentures 
iS8U~ by Provincisl Co-opep!tive Banks in the list of trustee securities, 
etc.)? • 

. 11 ;-Iruliget\OU$ Bmaking. 

(Note.-By indigenous banking is meant ,ll banks and hankera 
other than lbe Imperial Bank of India, the Excbanl'ltl Banks, loint 
Stock Banks IItId Co-operative. Banks. It includes any individual or 
p-ivate firm ffi.'eiving deposit$~ dealing in hundis or lending money.) 

• 
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1.. State what you know of 'the functions of the indigenous bank 
or banker: in your district or .province enum~rating all kinds of business, 
~he bank or banker transacts. 

2. How and to what extent cloes an indigenous bank or banker in 
your district or province assist in financing agriculture, trllde and 
industry? 

3. State what you know of the organisation of the indigenous bank-
ing system in your district or province with regard to 

. (a) the amount of. capital invested, 

(b) the volume of their business, 

(c) their: expenses, and 

(4) the relations between one indigenous bank and another and' 
between indigenous banks and other banks in the country, 
(fliz., the Imperial Bank of India, the Joint Stock Banks 
and the Co-operative Banks). 

4. State what you know of the various formA of hundis and other 
credit instruments used by the indigenous banks and bankers and the
extent of their use. Give sample copies of any of the hundie, promiaaory 
notes, deposit receipts, etc., used in your locality. 

5: State what you know of the indigenous banker's methods of 
granting loans. anq allowing cash credits and the terms and nature of 
these loans and cash credits. 

What are the means by which the indigenous banks and bankers
provide themselves with funds to meet their demands? 

What are the rates of interest· allowed on various kinds of deposits-
receiveq by them? . 

.. 6. What are the rates of interest either in money or in kind which 
the agricultural community has to. pay at. present to the indigenous
banker? .. 

In what manner..do you suggest these rates could be brought down 
by better organisation? " 

Would the reduction of such rates confer great benefit on the
agncultural community and increase its re-sources thereby leading Ilither 
to an improvement in tne standard of living or enabling tbem to spend 
,more oll.agricnltural improve.ments, better' ~cnltl1ral implements.. 
e~c. ? 
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, ·7. Is there a prejudice iIi your locality against, the indigenou. 
bankers? . . 

Axe these bankers sufficiently proteoted in law\! 
Is there any legal or other facility which ban be extended to them?> 
Axe the dealings of this class of bankers with their clie.ntel~ 

conducted on sound lines II 
If not, indicate the existing defects, lna.king suggestionS for remedy

ing them. 
8. Would you suggest any means of making this class of banker&. 

more serviceable to the community II 
Could you suggest any means by which the indigenous banking 

system in India could be improved and consolidated? 
Do you recommend any special facilities to be given to this clll8&> 

for this purpose? 
What do you think would be the attitude of the indigenous banking 

community towards the introduction of any measures for regulating. 
their operations and for giving publicity to the same? 

9. After making allowance for the legal expenses, managemeut 
charges, losses through default and losses through foreclosure can' yoti 
give an idea of the net return to the indigenous banks and banl<:ers on 
their capital? 

10. Plell8e state whether the indigenous banks and bankers are 
able to meet all demands for accommodation or whether they are obliged 
to refuse any either on BCOOunt of the unacceptable nature of the security
offered or owing to insuffidency of their working capital? 

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

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

In what manner could BUch a bank inspire the confidence of the . 
indigenous btmkers aud be. able to utilise the local knowledge ana 
experience of the latter II 

. How is tne competition of snch a bank with the indigenous bsnkenr 
to be avoided? 

19. Do yon' think there is a large amount of money in the districtft 
in tbe hllllds of indigenous INInkel1l which does not find employment' 
throughout the year? ' 
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l:)() ypu thiJlk tha.t (lwiDg t.o .this caus& .any large amoUJltof lOOney 
is flowing to t~e provincial capitals either for long or for short periods 1. 

Do you think any kind of improvement in the orga.nisatiDn of lending· 
.or barrowing can be !made by which these funds instead of flowing to 
the provincial .capitals would find remunerative employment in the 
.districts and thereby benefit tpe districts? 

III.-InfJe6tment h/lbit and attraction 0/ capiWl. 

1. What are the existing banking resources in the province 1 

'Can you state the amount of additional capital, if any, required? 

What -are the means or institutions in exi~tence for encouraging 
ilavings !/ond investment habit? 

Are the' public provided with full facilities for the investment of 
:their savings? 

Can the existing facilities be improved in any way or extended in 
-the smaller interior places? 

Can you give any useful information in regard to the habits of 
,the people of India to invest in silver and gold? . 

,2. Are Postal Cash Certificates popular in your district or province 
;&n«l can any steps be taken to increase their popularity? 

Do present interest rates of Cash Certificates require revision and 
-do existing tenDs of issue in any way need change? 

Do Savings Banks afford all possible facilities t.o the public? 

What classes of population resort to such forms of investment? 

Can anything be done to attriwt other classes? 
- .. !; 

Have you anything to say regarding' the alleged .:om petition of 
Government with Banking institutions and Bankers in regard to deposits 
by their attractive rates dll Postal Cash Certificates and Treasury Bills? 

3. State the existing facilities for purchase and sale of Govern
ment securities aft'ordeil by Government, the Imperial Bank of India 
·and other Banks. Are you in favour of granting any special facilitiea to 
the small agricuUurists and the "mall investors of the country to take 
up some form of Government security? If so, state what 8~al 
facilities you recommend? 

8tate the existing facilities for purchase and..aale of securities ather 
than Government secnritieR. afforded by the various financial agencies. 
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Can you indicate clearly the habits of various groups of people iIP 
your district or province with reference to monies which come into their 
hands by sale of produce or through any other' cause? Where do they 
keep this money and for what purposes; lionel in . what mllDIler, dO' 
they use it? 

Do the farmers lend to fellow agriculturists and on what terms? 
How do they invest surplus money in a prosperous yea.r? Give any 
information you CIID regarding the amount, growth and distribution of 
capital among the indigenous population. 

4. State what you know about the growth of cheque-habit. 
What has been the effect of the abolition of stamp duty on cheques r 
What classes of. population use cheques? Have you any sugges-

tions to make for further promoting the cheque-habit (e.g., payment of 
Government servants and Bank employees above Rs. 100 by cheques)?' 

Have you any suggestions to make regarding the use of vernacular 
scripts in banking? 

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

If so, to what causes do you attribute it? 
Have you any suggestions to make regarding the various posaibleo 

means of educating the people of the country to invest their savings in. 
productive undertakings (lI.g., propaganda by Government in regard b 
Government loans for capital expenditure, etc.)? 

As far as you know. what has been the result of the opening of neW' 
• liranches in recent years by the Imperial Bank of India? 
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Equitable,legalization of, 1eOOIIUl18Ilded, 321. 
Usufructuary, automatic redemption within a fixed period, 321. 
Value of usufractuary, 329. 
Exproprietary or oocupa.ocy teoaot should be given a restrioted right of, 333. 

:MuOIIAL (Kabuli, PunJab;, Agba). Description of busineas and methods of, aDd ... teo of 
interest charged by, 106. 

:MUlIICIPAL DO..,.". should be permitted to deposit mcmey in co-operative bsoks, 316. ' 
:MUSLIM: (s) :-

Indebtedness of, greater than of Hind .... 88. 
Law, risks a.riaiog from, 334-5. 

N.&.'t1:rBAr. DIVISIONB :-
Of United Provin .... 17. 
Grouping of, into four major traof4 18. 
Population,.denoity of, 23. 

NIIOOTIABLII DlSTBt1HlIlOT8. ProposaJ to make postal cash certificateo negotiable, 519. 
NBPALIISB TRADE :-

. Britieh currencY accepted, 553. 
Carried on in three ways. 552. 
Credit, how obt&iDed, 554. 

NOll'·OOClTPA,5OY TlIlfAlft'9, Rights ~ 53-4. 
NOTBS :-

Absorption of, 491-3. 
Increase in oircu1a.tion of, 485. 
Not heiDg houded, 495. 

NUlIBEB m' WOBltDrQ AND D>LB DAYS. Account of, 361. 
OAXDB!l OOHlll'l"l'Bll, 287-8. 
OoouPANOY TB!I'AKTS :-

Kinde and rights of, 51·2. 
Propnsal to give unrestricted right of mortgage to, 333. 

OcxiuPATlO"., aubsidisry, of agrioulturislB, 67. " 
OPJUr PBIOBS, Sale of cropo. 252. 
Ol"INION, Public, of DlOneyleDder~. 457. 
OBNA.HUTS, Loans OD St:ourity of, 217. 
OBGAMSATIOlf :-

Of .malI rural induotrieo, Chopter IX. 
Of omeU urban ind .. trieo, Cbaptor X. 

OUDB RBN'l' AO'1'. Pogition of tenants under. 327.:......al. 
PA,1iOBAYATS. Jurisdiction and power of. 78. 84.. 
P.&EXA. ABIlA.Tl&. :-

Diflsrence between __ MAGI .. and, 252, 256-7. 
Extent to whioh advanaes are obtainable ,.::: security of goods, 2l8. 
:Methode of obtaining money for morketing , 256. . 
Part played by. in marketing finanoo, 257. 

PAWlOBBOKlIB8, 132(2). . 
p_:-" 

Bie need (arcapitaJ. 346. 
Poooible remedieo for improving fioaooial pooition of, 345, 347. 
Poverty of, 344. 
Psychology and ignorao .. of, 89-02. 

Pu ... ,... l'BOl'BIBTOB8. IncI.btedneu of 183,186 md Appendix 110 Chap ... l V. 
PDJODIOAL 1OBJ[Ir1'8, 249. 
l'BBIulnnft Dl<UlUI-BOLDBBS, :;0. 
PwmIw.ou, 109(3). 



INDEX. 

POPULA.TlOIl' :- • 
Donaity of. 22. 
Number of inha.bit&nte in the province, 22. 
Proportion engaged in agrioulture, 22, 66. 
Proportion of urbaD. '" rural, 89. 

P08SIBLII UMBDIBS IR' rBB811lft 8Y8T1DI 01' AQBlotrIJrD'BA..r. OBBDl'r, Chapter ~ 

POSTAL INBt1BArNOB JrIJ'RD :-
Benefit. oftenoci by. 602. 624-8. 
ExterW.on to gene",,- publio in rora.l areu, reoommended, 524-6. 
Extont 01 buoin ... dono by. 502. 

P08"l'AI. 01lD.... Propooa1 for Introdnotion 01 .0_ 622. 

PosT Ol'no.:-
Cub oorti8ootoo, 601. 

ClMIN which ,..., 601. 
Extont 01 ;"UN IoIld dieohargoo 01. 601. 
Propooola for populariaiog, 520. 

Cheque aooonnbl, propooa1 for opening. 623. 
1I1IIuranoe., utenaion to gemmtJ. pu.blio in rllnlol areas, reoommended, aU-5 .. 
Importance of, ... remitt.aa.oe asanoy. 609. 
Money order oharp, rodnotion of, 622. 
Rupoo pootol ~ propooa1 for Introdnotioo of, 522. 
IlaviDp honb I-m- which ,..., 600. 

Del"*t. In and withcir&wolo from, oxtoat 01. 500. 
Raiaiog 01 depooit limit. and ",too of In_. prop,..1 for. 610. 
Opening 01 In every branch. impreotioablo, 50&. 

Seouritioe, lacilit.i .. for puroh ... of. thro"llil, IiOt. 
Tre_' lettore 01 orodit, 6ll3. 

Pam .. :-
Dill.ren08 In. het ...... ~ and oonntry .... ..u., 256. 
Village merket prIooe 110- tiy world pri_ thro"ll" paHG GrMM. 256.. 
s.o.. •• t_t of, in -bI, 288. 

PaoDVOII, _ti08 01 dumpi ... 161. 

PaorlSSlO"AI. .............. D .... 1M, 109. 
PaoIloTro .. O~ IIALE. Prorinalal emporium, .u6. 
Pao .. RlIt'I'OU :-

Righ'" of, 41. 
Inferior, 68-60. 

Paoft)lOlAL IIOdD u BooIro"", E"'I .... r. propoood.~. 
PaovnmUL eo.o ..... __ IWn<. 308. 

DeheDt .... of, .hould he iaaludod In tiat of __ ..m~ SIS. 
E~t.bbahmeDt of a, noommpnded, S08.. 
Scheme for propoood. Appondiz n. Chap"," VI. 

PnoIlOLtMJT :-
Indian poooant.'8\I-8f.' 

01 the Jo&, 81. 
01 tho KUl'II8i, OL 

Ptrauo.OPll<tO .. ,ol ... _yl""" .... m. 
Pv .. nal (Kabuli,~uxIW.!Agba) I-

Deeorip\ioG of """'- _ modoodo 01 \bot, loe. 
Retoe oI"in- ........,. by.lllil. 

QlBnAlror. Sye_ uplai..t. 1-' 
QImr..... N ___ , of baai-. of" 10&, lOIS, 131(1), 

Q-AlUJ:-' . 
Simplilitd """ '_"'" ..,blioity ... _ 'I._Lire Iur pro _____ A,~ia. 



xvi INDEX. 

, ' 
RAILWA.YS :-

Earnings, proposal for credit into deficit treaouri .. , 527. 
Receipt<, practice of supporting dtwBha"j h"Miu with, 258.9. 

R.u::nALL, season and enent of, 33. 

RZOULATED GENlIBAIJ llABU:'1'9, JegialatiOD for establishment of, reoomm~ded, 267. 
R.m..lTIONS JlETWIDD X"BB"P+NA.D4B9 UD WQBUBS, 389-91. 
BBHlSSIOliS AlfD SUSPBNSIOJl'S 01' L4ND BBVBNUJI, • help also to th, agriculturist, 143. 
RBIII'l'"l'AlIfOB :- - .. 

Agonciea, 509·10. 
Emigrants, a source of subsidiary income, 68. 
Defects in system, 511. 
Facilities, absence of, in many p1acee,'olV' 

RBl'fT AlfD BBVElitTB LEGISLA.TIOlr, 327-32. 
Effect on credit. of new, 328. 

REPAYMENT 0]1' LOANS. Suggestion for postponement by co.-opera.tive 800ieties, when De .. 
oesaary, of, 301. 

RBSBBVB BANK, 481, 535. ... 
Agencies of, 465. 
InstitntiCIl of, recommellded, 535. 

RBSEBYBI :-
TOD&lltry po ..... large, 116. , 
Treatmlllt of cash balanceo and, of oo-operati ... banks, 314. 

RxoB'l'S O. TB.UISI'BB, Proposal to give exp~priet&ry or oecopaney t8Ilants restricted, 333. 
R1JlLAL lNDUM'BIBS, Chapter JX :-

AgricuItural, ... of power ill, 371. 
AI stabiJioiDg agricultnre, 374. 
Dairy industry, 365. . 
Finanoe of, 37 Ii. 
Fishing and agricultme, 364. 
Fruit farming and preoerving, 368. 
InUodUctiOll.of new and expansion of osistiog, 373. 
Market ganillling. 369. 
Poultry farmiog. 370. -, 
Vegetable, 367. 
Village, and hydro.eleetric d .... lopmellt, 372. 

RtrRAL """OHSTa.CTlOll >-The problem of the future, 559. 
Blcietiea for, should precede credit 6ooietiel', 291. 

8AJroxAB:-
N.t"", of hosin ... of the, 102, 129. 
Rote. of interest cborged by, 102. 

&l.B(s) :- -., 
Agencies and stores, oo-operative, 3M.. , 
Organiaiug of, by oo-operati .. oocietiee, 401. 
Promotion of, through provincial !"mporium, 405. 

8ABB.u(s) :-
KindB of, 130. ,.. 
Natwe of buaiDeoo of, 130, 133-

&vmil{s):-' . 
Banks (_ uno:lu BtWi"9' B_). 
Existing facilit.iea for. inadequate, 5Ool. . 
Hoarding. the moot eommoD form of,483, 497. 

&VDI'OS 1Wfl[8:-

CIaao5 ",hich 1IBO pootaI. 500. 
Depooibl and withdrawals in pootaI. ""tont of, 500. 
Depooit limits in pootaI, pro-' for raWDg, 619.. 
Rot.. of interest in pcsta~ 619. 



INDEX • 

.8BABOKAL BU8DrB811, auggeation for opening periodical bra.uohes of banks or oounter. at 
pIaoeI olJeriag, 631·2. 

SB.A.80lf8 :
Rainfa1l, 38. 
Sowing of varioUi oropo, 27, 37-40. 

< SII01!BlTY .-
Hypotheoation of oropo. 261. 

of godowna, 268. 
of omamentlJ, 133(2). 

SBOllIItmIII, ~ovornmODt, purohaoe and uJo of, 503. 
BUD. Dialribution of, by tho Agrioulture department on credit, 30, 144.. 
'&LVBB:-

Replaoemont of, by noteo, 48ft. < < 

Return from oiroula.t1on of, 483.....94. 
Return of, from hoarda, ,~ 

<Sir, Reot.riotion on total holding of, '7. 
SMALL BOLDoroa, UncieHmploymOllt in, 361. 
SIWJo 1lIV_1IB • Requiroa development 01 exiating inveotment faoiUti .. rather th... moN 

b&nko, 617. 
I3oow. 8"""BII, Boonomio upeots of, 7&--M. 
"SOODTIU :-

lJo.op<nti ... (_ • ..,.,. C"..",.,..a .. Crodil Socidiu). 
Marketing (_ • ..,.,. M....an"fl). 
Moneylandena (III ...... oMoaerle_d .. ,). SaIo ( __ Sala). 

Tradoro ( .... ..,.,. Trader.). 
Sou.:-

Blaok ootton, 17, 19. 
ClMai6oation of, 19. 
N.ture of, of tho natun! divial ..... 17. 

Snow. ""'VII'rBtaI, 868. 
8I'BOVLATlOIl, in ....... marketlJ, "117,160. 
8u .•• Dn .... RadQOtiOll of, on ban. ,..,able within Ihr. mOD ~h 1, reoolD"Ilended. 479. 

Cheq_ eJIeot of .holition of, on .... _ of cheque habit, 613. 
er .. _ 01' n.... Appandix I to Ch.p .... IV. 
er .. _T " .......... , Im~biUty of gi,"", rich' of tnDsferability to, 838. 
8nIu.nm P08"I"AL OUUS t-

_ for, 609(5). 
Uood ... _ of inIaad romi'taDoo, 1109(5). 

s.- IIXOIWIQa I t:-dIioion'''''''''''' for, 603. 
8ro .... o.:-

Lioooood ....... ~ 170--4. 
M.thuda of, _ 

S" ............ 01' IlOLDllI08, 67-8. 
Stta.Hnw...t.y .... __ ;.... 

Doaoity of popuIatioa, IS. 
Extalt _ ooiI of, n. 

fttr-.HnuL4T .... waft ~ 
Culti_bIo _ ._bIo. __ than ill other di..a- is. 
Doaoity of population, 13. &_, of "-dl..-, n. 

Sv!n.tS .. l~ 
SvMlOI'·1' 0008.pa~ 87 .... 
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Sl1B·TBl'IANTS : lIa_ of tenancy of, 65. 

SUGABCANB :-

INDEX. 

An important crop. 40. 
Hypothecation of standing .rops, 251. 
Season for sowing, 27. 

_SwmuOB TBl'IANTS : Kinds IIIld righte of, 51·2. 

SU!'l"LY BILLS :
Charges for, 510. 
Rel&xation of ...motions on ioouo at 526. 
Use of, 510. 

ToUILlIS showing iodobtednooo of landlords aild _ .... Appsndis I to Chaplet IV. 
TAQA'<I :-

Agriculturiste' Loar.s Act, 357. 
Amount given, insuffioient, 228. 
Colleotion._ m~thode of, rigid, 229. 
Co.operative sooiotiee, distribution through; •• commended, 316-7, 337. 
Corruption amongst lower staft, 230. 
Delay in distribution, 227. 
Distribution of seed .... 30. 
Distr;bution through co-optrative 8Ooietiu, zecommeLChd,316-7. 
Extent of, 143. 
Land Improvement Loans' Act, 359. 
PrelimiDa.ry enq uirieo, 226. 
Removal of .... tri.tion against giving ad ........ to co-operati .. eocIetieo, 315·6. 
System explained, 223-<;. 

TAlJLA : (weighman), Aotivitiea of the 9i11age, 248. 
TlILBaBAPHIO TBAND'lIBS, 610, 626. 
Tln<Al<CY Acrs, Origin and objects OJ. 43. 

'rBKAliTS:-
Expropriet&ry"l:ighte of, 51·2. • 
Indebtednooo of, 183. 185 and Appondjl< I to Chapter IV. 
Legal protection of, 43. : 
Long.","" credit of, 333. 
Moneylenders, 115-7. 
Occupancy. c ....... and rights of, 51·2. 
Ordinary, rights of, 53-4. 
P ..... , 1arge ..... urces, 116. 
Proportion of dsbt fiDanced by, 115. 
Propooal to give ... tricted rights of tranalenbility to, 333. 
Subtenante, na_ of tenancy of, 65. 
Snpsrior, ........ and righte of, 61·2. 

TBlroBB, System of 1and, 41-<15:-' 

TImJm 01' BDDBlIO_ tftammitfee. 7. 
Tmu:rr : Enoowagement of, by investment, 313. 

TDnrr:-
Bhotiyao, 5_1. 
Expoete to, 642. 
Imports from, 643. • 
Trade, 537--61. ' '" 
Finance, ~1... ~ 
J4a<keting. ~7--M5. 

To"" of Seceet&ry, 11. 

T""" .. 611-m. 
Country, 70. 

TBan. BILLB, aIIouId he ....... _ ... ly - in marbtiDg fInanoe, ~._ 
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'l'aADB :-
Bhotlya, 53_I. . 
In the hill. ond on the frontier. 537-68. 
N.pal .... 652-4. 
Tiheton.637-61. 

TBADBB8 :-
. Societl .. 01.303.6. 

Ta.utSFJIIB or PaOPBBTY ACT, Am.endment. luggeated, 321. 
. TuBaUOBTt Mean. of, of 'produoe to mK.ketAl, 246. 

Ta.\vBLLUS' LBTTD8 or ORBOIT, PropoaaJ. for introduotion of postal, 1523. 
1'DA.THBMT 0' OdR. BALA.lfOBB A.1m B'IISBBV89 of Go-operative banb, 314.. 
TRKA.8t'BY B&L4N088. 1lfIeI of. 610. 
TUBs.waLLS. Bleob'io power available for pumping water from, 36. 

. TYPBI 01' JIAlfDIOLU"l'SMBlf. A ohain of, 892. 
TYl"1IS Of' IIlDDLBMBlf' r.t URBAN lNDt18TBIBS, 380. 

Itinerant dealers, 380. 
KarhloMdar. 3SI""",. 
NllAajall, 3l1li-6. 

UND.a.urPLOYIIBlfT IN $IU.~ KOLDlMas. 862. 
UNBOONOIl1O BOLDUf08 ;-

Definition 01. 68. . 
Point at "hiob • holding booomoo unoooaomio ia movable, 59. 

UNrrBD Paovuroaa LAND RI\'UUB Aar. Effeot of. 327. 

UalWf B.A.NKINO AOBNOI:II8, 133-40. 
UIUlAK IlIDU8'I'BIBS ;-

O!pllloation and 8n .... 01 amall, Chap"" X. 
Typeo 01 mlddlom.n In. 380. 

Usu .... "" Loua A..,. :
C<>mplainlAl ... t, 828. 
~hrc .. in. 323. 

V .... ".. Reduction in ""d value ... "",ult of ob ..... in tho tonaIle7 ..... 32&-3G. 
VILLAOB :-Btl'"". nature of tftnIa,oUona of ,he. 83·9. 

J10A4jaa.-- • 
Ext" .. t 01 o_tl,ma 01 tho, 101. 
Nature oI_tloDB of tho, 100-1. 

Monpvleiuler :-
. 1loiariptian 01. IN-5. 
Iodlo_blo in .... rIII Hie, IM-4. 

Of.wo.-. ...... and ..... J-,97. 
V ........... DoocriptioD 01. 20. 

" ..... ,,0\'LAa .,.....,., 480. 
WamlM AKD MUSMlM-

0 ............ woIirhment 01. i66. 
Inquiry with. ~w tID etandardiation.of. NOOmIllellded. .... 
\"&rio11of local, lI63. 

W ............. " .... Esten, of, fro .. pooI&I _..-iDp hIIob, GOO. 
WOII.". Pawnbrokm,alpOCi&llt7 of. ill .-taiD paN, 132 (!). 
'Vounm D.t.YL Num._ of ...... u ..... '. 311 .. 
Z#.JmIou ................. lis-.. 



Abadi 
AAlma4 
A .."""AIaa 
A,Iaar 
A,IaaI 
.A,Aada, 111''''"' ... AI .... or MAli ---........... """" 

,lk", 
AlGfftt 
Bad .. , ... eoI'" 

Ball' .. 

Ball,"""'" 
lIalHkA 
BaJra 
Btl ... 
lIa10jrmJ 
Beeja/l 
BoA ...... 
Be., ... _ 
BQIMor 
~ 
BIaaIO(I , 

BiHria 
BaAra 
Bri'li<d 
BriI 
0.....,' c_ 

OUollnt 
CU .. 
OAika 
0'- ... 
DttJtw tMrol 
DoIW •• 
DorMu; ...... -DNI,.. .. 
Dtteftr .. 

.. 

.. 

.. 

.. .. 

'. 

GLOSSARY. 

Habitation. group of houaea. 
Court olerk. 
Towel. 
Pube, cgli_ caia ... 
Commiaaion agenoy, oommission. 
OommiaaiOll "8"nt, broker • 
Who introdu088 a /nopari to • pure_r. 
Proper oommisaion agent. 
Client. 
Klaalli .peonIatione. 
Aooount book. 
Ledger, book ontriea. 
Hindu month oorroopondiDg to April. 
A emr.ll millet, __ .. ~ 

Trader, moneylender. 
A oIaM of oarrIer 88pooially of grUn, groin deal.r. 
lam ... 
Creditor. moneylender. 
Faithlooo, diohoneet. 
HiDd gniD. 
A doaIer, trader, ........ ylendo! 
Dried lea_ of the hemp plant. 
9roin.lender. 
A oute; ·trader. 
Egg pleat. 

BeeJai-'" 
.JumiIIe. '. 
ReoiDo ... matter fonDed _ the 1..-. tope of the 

female hemp plaat ... d ooIIeoted lO_toly. 

l[leth ._" 
lIella"" 

.. . Embroidered oIoth. 

RongIl -
~Broker. 

.. Si&Ia' 1IiII • 
l'<Irw • 
U_y ............. " ...... __ by & -W 
~. 

•• '1100 HiIllAlayul ....... _ -.. 



il 

D"",luJ 
DIuJc" ... luJl4 
D~ 

DluJN14 
DItoIi 
Dotmni 
Ekltn. 
Faqir 
Faqir.' akluJra 
Ganja. 

OlJ1llh khultri 
GarluJ 
OluJra 
OTau 
O",a." 
O.,1uJl4 
GoIa 
(}<JItJtDalG 

_hItr. 
Gar 

B"iMyaI 
Brmtli 

.. 

Bar"", B",hia '" HariG 
Bath vdluJr •• 
Bali , B,,"", 
IIr 

J aj"""" 
JAil 
J_ 
){adlcluJ MluJIiG 
KaluJr 
KamdGtli 
K" ... 

KtJPM .• 
KarcAop 

KtmltJ 
Karl:AaM 
Karl:AGoadar 
Kam 
KtJrlil: 

K",AllI:ar 
K_ 
Kal"" 

.., 

GLOSSARY. 

Oue and & haJf times. 
Rest-h ....... · 
Charity. 
Method of dunning. 

Loin oIoth. 
Two anna bit. 
A one-horse cart. 
Ascetic, begga.r~ 
Group of laqirl UDder i Ieeder. 

The dried ftower heads of the f.mole hemp plan. 
from which the resin baa not been ."moved. 

Opeuing of the puree. 
Coaree .Ioth. 
Pitcher. 
Clarified hutter. 

A village menial who works for tho ""miMM • 
. Bome for OOWB. 

Gold &Dd .Uver thread work. 
Dealer m ,.".. 
Agent. 
Unrefined Iudi&D .ngar. jaggery. 
Financial oondition. 
Small OIII'theD _L 

. A gang of W&Ddering DIU ....... 

See dooI,-. 
. / Hindu feeti ..... 

Bill of exoll<>Dge. 

Otto ~ altar;' eseeooe of roee or other Bower. 
Circle of clien ...... 
A m&rBh, .haJJow lake. 
The large millet, _""'_orr .... V-. 
s... .aDder MluJIiG. 
Water camero 
Embroidery or embroidered .Ioth. 
A _no, deel'"rooted _ ..... d. MJUlto ..... ~ 

tit .. ,.. ,. , 

Cotton with eoed still adhering. uuginDed oottoD. 
Embroidery. 

Dust. 
Worbhop. - ......... Agent, m&D&ger. 

Hind.D month oorreoponding -to October. 
Cultivator. 
J)ioooUDt. 
Sacred recitation. 



K/uJIUlI.li 

KhMil 
KIIaow... 
KT\tJUi 
KMwoI 
n...u...AI 
J(0I ... 
KolM 
KolAi' 
KolAiwai or kolhiwal o''''ra/ 
K"", • 

LarAiuia" 
Lilla/ 
MoAajoft .. 
MAJId. 
AI uddoIi Aulldi 
M" .. i,,, 
NQmJM 

""""'ft 
PaiRtlt 
Pokia arMfw. 
polirulari 
pO .. Myol •• 

PotttAaM"l ."'f'fl/a 
Po ""A 
Pall. 
poIli"", 
Pwi_ 
p.rdnA 
Ptuda ... tA ••.• 

Qi..oo""i 
C/i$tI 

Q"""""tI -lie. LiM 

RqjaAi 
Boefli 
BoA. 8aA_ 
BoA.hrI 

.. 

.. 

• 

.. 

. ·Q!,OB8AtRY. iii 

Dealer in auge.r. 
Cold weather harvest. 
A Iweet scented gra88 root. tlnMopogtm muricatwm. 

Grain pit. 
4. reaord of, proprietary rights. 

ZfJmtnda,.'s own cultivation. 
Preuing'lIl6Ohine. 
·Ba ..... 
• BUBln ... ill'Dl. 

Big hanlm •• 
'Hindu month corresponding, to September. 
o..rtman. 
Quilt. 

A creditor. banker. moneylender. 
Market. 
Uaan .. hill. 
Agent, clerk. 
Preaent. broke .... double option. 
Village boadm ... . 

Perlodioa! market. 
See muter .U1ia. 

, Portorago. 
LiteNlily • oounoil of fiq. U .. d to doocrihe on 

auooiation of &111 number of persolll iDstituted 
for objecta of an adminiat.rative or judi~i'" Jlature. 

See Mmlja l"'...Aayol. 
AI_her of • ,.....Aayol. 
Sh";". 
eo .. b&rel't petty landholder. 
Pedlar. hawker. 
Veil. 

til. o_rriBI pvnhaA; woman who lins in leOla. 
8ion. 

Priootly d .... 
llU1talment. IMthod of Irnding on thP instalment 

eyawm. 
f1l8talment .:rewm. 
lIoMyteGder lendin« on the iDatalmf'ot .,..~m. See,...... 
Rot ... t b.r wop. 
The .nniftl"ll&l'1 of Ram.· .. vict.A- OTer Raftll: • he\ival. ..-~ I 

Daily •• _ of ..... 

800 rojdi. 
800-'-. 
Lit. 10_ ..... _yIeDcIor. baabr. 
Ban .... ·._ 



i-v: 
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GLOSSARY. 

See ......,.,.... 
Hemp, -crolalMia iufletA. 
l!&nker. 
Banker's counoil of five. 
Banker's soript. 
One and .. quarter times. 
Hindu oeremony in honour of the departed spin'; of 

dead relatives. 
Watemut. 
Orderly. 
A OO&r&e lieve .used for -winnowing grain 
Earthen pitcher. 
A landlord in Oudh wjth special rights. 
Lowlande, 8ubmontane tract. l' 

State loan for ~agricultural pnrpoaea. 
Seeking. 
Weighlll8lL 
1/5 ohhatt&k. 
A 8tore~room for valuable art JOIN, treunre bonfle. 
Gift of property. 
L.ndlord. 
Proprietorship of land. 
Gold and silver work. 
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