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PART L
INTRODUCTORY AND DESCRIPTIVE.

CHAPTER 1.
INTRODUQTORY.

1. Ongin of the Committeé.—As early as 1926 the External
Capital Committes recommended that a full investigation should be
wade into the conditions of Indian banking. They wrote as follows :-—

"India possesses a vast store of dormant capital awaiting develop-
ment, and in order to make this available for investhent banking
facilities must be increased and extended. The examination of the
various technical measures suggested in the” replies with this chject is
outside the scope of the Committee, but we would emphasize the
importance of a co-ordinated survey being undertaken at the earliest
opportunity of the whole field of banking in India. This should be
followed by a detailed examination by an expert committee or ccmmi:-
tees of the lines along which progress should be effected.’’(*}

2. BSoon after the External Capital Committes had reported, the
Government of India invited the provincial governments to express
their views on various matters connected with banking, and especially
on the best method of surveying the whole field of banking. In
the meantime the Royal Commission on Indian Currency and
Finanoe had also reported. After an examination of the replies of the
provincial governments and of the report, the Government of India came
to the conclusion that the establishment of the Reserve Bank of 1idia
and its activities through its member banks would go far to remedy some
of the major defects in the Indian banking system, and to improve
banking facilities generally. They therefore thought it preferable to
postpone further enquiry of the kind previously contemplated until some
experience of the working of the Reserve Bank of India had been gained.

3. The Reserve Bank Bill, however, was rejected by the Legis-
lotive Assembly in February, 1928, and the question of a Banking
Enquiry was allowed to rest for the time being.

) Beport of the External Capital Committes, 1985, p. 16.
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; and as a result of the discussions
which ensued, the Hon’ble the Finance Member stated the broad
position of the Government as follows :—

*‘The formation of a Central or Reserve Bank is desirable in order
that India may be equipped with a mechanism for the control of
carrency and credit on the lines approved by modern experience. At
the same time, the Government can only proceed subject to their beinz
satisfied as to two conditions: first, that .the organisation of the Bank
15 securely settled on sound lines, and secondly, that there is a measure
of grueral support among the represeniatives of public opinion for the
proposals. Full advantage shou'd be taken of any interval which may
occur before these conditions are fulfilled, and the time is again ripe for
revivieg the proposals for a Reserve Bank by inaugurating an enquiry
into the general banking organisation of the country which is intimately
connected- with the question of a Central Bank. For a Central Bank
in essentially the crown of the whole structure of banking in its widest
sense, and if it is to be well designed to meet the 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 actusl situation
throughout the country and in instructing public opinion as to the ma'n
requirements.’

5. Procedure of enquiry.——As regards the procedure of the enquiry
-ti was recognised that a Central Committee was required to lay down
the general lines of the enquiry, to direct it, and to collate its results.
But as conditions vary greatly from province to. province and in every
provi-n_ce local knowledge is essential, the appointment of provineiul
committees was also considered to be necessary.

6. Constitution of the Commitiee.—Accordingly in consultation
with the Government of the United Provinces, the Government of Tndia
annpunced on June 24, 1929, the appointment of the United Provinces
Provincial Banking Enquiry Committee with the following members :- —

(1) Mr. E. A. H. Blunt, c.L.E., 0.B.E.,
1.0.8., Financial Secretary to the Gov-
ernment of the United Provinces ... Chairman,
(2) Rai Bahadur Pandit Gursewak Singh
Upadhya, B.aA., Deputy Registrar of
Co-operative Societies, United Prov-
inces = .. . “vwe Co-operative. - Ez-
pert.



( 8)

(8) Dr. Radhakamal Mukerjee, M.A., Ph.D.,
Professor of Economics, Lucknow
University . -

{4) Mr. B, T, Thakur, M.a., Chief Agent,

* Central Bank of Indig, Itd., United
Provinces ... e Representative  of
Commerce.

Indian Lconomist. -

(5) Babu Mohan Lal Sah, M.A., LL.B., of the
firm of Mesars. Durga Sab, Mohan
La] S8ah, Bankers, Ranikhet ... MRepresentative -
Indigenous Banker,
{6) Rai Bahadur Babu Mohan.Lal, M.a., , '
LL.B., M.L.O. ... Represéntative of
agricultural inte-
rests.
{7t Babu Lakshmi Das, B.A., of the firm
of Messrs, Girdhar Das Jagmohan Das,

DBenares ... Representative of
_ urban interests.
Dr. L. €. Juin, M.A., LL.B., Ph.D. ... Secretary.

. T. Terms of Reference.~~The subjects given to us for inv:astiga.tion-
are embod'ed in the following Memoranduin of lines of enquiry by
Provincial Committees. .

*1. The Provincial Committees should make intensive surveys cf one or two
4slocted districts in each provinee and a genera! survey of the conditione in the province
-r arcss us & whols in regard 1> sgricultural and rmall industrisa with epecial reference
10 the fabric of finnoce. The detais of the enquiriea to be undertaken should be
sottled by the Provincial Committees themselves, but in order to facilitate tabulatian
of the results for all Indis, the following main. keads under which the Committees”
should claseify the infurmation and material colle:ted are laid down for their guidance..
Thie should not be Jhield to debar the Provincisl Committess from investigating soy
-apecial provincial features not covared by the heads below, :

3. The main heads referred to above are :—

I.—AoncyLrural. Crunry, .
{Sen iu this condection Chapters XII ord XUOI f Agricultural Commission's
Hepart.} -

(8) Varicus items of permanent improvement to land. Credit fa:ilities reguired’
and acually exvisting. Lia‘es of interest and period of loans and ether ocndithns. Pamt
plaved by Imperial Lavk, jeint-stock banks. co-operative banks ard indiyencos banks’
and bankers, Scope for land mortgage banks and for sgricultoral credit bapks. Co-
ordnativa of credit apencies, Leview of system of Government loans and elimination
of adwinistrative defecis. -

(3 Credis facilities required frr por.hase of agriculturs! implements and seel and
o}heI;.e:penm of predvetion.  Facilities ectusily existing. Rates of intereat and pericd
b e and other conditions. Ffieet of boarrowing en di of nre. Par: p'ayed
by different clunses otl::‘nh and bankers, "posal pmd- Pax

) Preeent wmethods of nsrteting principal cropy. Credit facilit'es el for
-::::eing ;t nlm_lwl} during mnrholi%g. Part plaved by different classes of banks and

ers.  Fralities for remittan-e. Tso of negotiable ins‘ruments and ecope fex
notion. Reduction of duty om bills. pee



{ %)

(d) Volume of agricultural indebtedness in province, and the causes contributirg
to such indebtedness. Bxisting credit facilities for discherging debt. Parf ployed by
different classes of banks and bankers.

_ {¢&) Agricultural enlerprises and other small industries in provines, like dairy
farming, gur factories, cotton ginneries, sugar refineries, etc. Possibilities of develop-
fig caltivation or of helping cultivator to get a better return by erecticu of such
factories. Credit facilities required snd actmally existing,

IT.—SPRCIAL BTUDY OF WORKING OF CO-OPERATIVE BANES AND CO-OPERATIVE
MAREFTING SOCIETIES,

(See Chapter XIIT of Agricultural Commission’s Report.)

Extension "of co-operation in directicn of b-rrowing and lending on provincial
scale inatead of lorel units operating separately in watertight compastments. R:latio »
with -Imperial Bank and joint-stock banls. Present difficuities of financing co-operative
societies both shori and lcng term capitsl. Al'eged competition: of co-operative buirks
with joint-stock hanks.

ITI.—SPECIAL STUDY OF INDIGENOUS BANKING.

Collection of availab’e information regarding indigenous banky and baenkers ar-d
their methods of doing business. Shroffs, large and small, who do not wusmaily call
themselves bankers, should be included in enquiry. Information should comprise capital,
deposits, cash balance, terme of advances, establishment, clientele r:lation t» sgricultare,
indusiry and trale. facilitis re-uired. relation to joint-strck barks tm? Tmp rial Park.
sttitude fowards srme sort of governmental supervisicn and publicily, methods to recure
siability and inspire confidence.

IV.—INVESITMENT HABIT AND ATTBACTION OF CAPITAL.

(1) Means or instituticns in existence frr encouraging investment habit. Postal
cash certificates and pos:al savings bapks. Clueses of population whe gesort to such
forms of investment and methods of attracting other cldsses. Alleged competition of
Government with joint-stock banks. - Exiating facility for purchase and sale of govern:

ment securities. Hilton-Young Commission's propasal for introdwetion of guld cask
certificates. B

{2) Growth of cheque habit. Effect on same of abolition of stamp duty on cheques.
Other methods of promotion like payment of government servants and bank employés
above, say, Bs. 100 by cheques.

(3) Branch banking and investment babit. Experience of Imperinl Pank’s new
branches opened under agreement. Existing difficnlties .experienced, by joint-stock banks
in opening new branches.

8. Preliminary work.—The Sccretary entered upor his duties on
July 10, 1929, and proceeded with the preliminary work of organising
the office, preparing a bibliogzraphy and collecting available literature
on the subjects of enquiry. -The standard questionnaire drafted by the
Central Committee for the guidance of provincial committeea(*) was
received on July 26, 1929. *

9. The gquestionnaire. —The Committee first met at Na‘ni Tal on
Angust 7, 1929, to consider the questionnaire receved from the Central
Committee. This was simplified and sub-divided so as to make it
possible to send different portions of it to different pers-ps or bolies
capable of givinz useful irformation on subjects in which they were

(*) Appendix to this report.
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interested. The questionnaire as simplified(*) was issued on August 28,
1929, and altogether 1,615 copies were gent out. The questionnaire was
also translated into Urdu and Hindi and published in the district gazettes.

10. Intensive surveys.—Under the Committee’s directions, inten
sive surveys were carried 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, Basti 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-operative depart-
ment, under the direction of Rai Bahadur Pandit. Gursewak Singh
Upadhya, who was placed on special duty for this purpose for three
months. The intensive enquiries in- the villages of Muttra and Meerut
were undertaken by Messrs. Brijendra Nath Bhargava, M.A., and Knnwar
Babadur, M.A., students of the Lucknow University, under Professor
Mukerjee’s guidance. Mr. Bhargava also submitted to the Committee
an interesting survey of agricultu:a.l marketing with special reference fo
the methods and practices prevailing at Hathras. Professor Mukerjee
was entrusted by the Committee with the survey of the arts and bandi-
crafts of Lucknow. Messrs. 8. N. Majumdar Choudhbury, 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
the Allahabad University, by members of the Allahabad University Vil
lage Service League and by a research scholar of the Allahabad Univer-
gity, whilst an excellent piece of work(*) was done honorarily by a research
echolar-of the Aligarh Muslim University.

A number of notes on various subjects were also prepared by Dr,
Mukerjee, Mr. Thakur, Babu Mohan Lal Sah, and the Chairman.(%)

11. Tour.—The Committee did not consider it necessary to make a
tour themselves, but the Secretary was deputed to visit the principal
towns, consulting leading bankers and collecting first-hand material on
indigenous banking. The ‘information thus gathered is published in
the form of a note in our volumes of evidence.(*)

12. Evidence.—A large amount of evidence was received by the
Committee. Two hundred and fifty-nine persons replied to the question-
naire of whom 142 were officials and 117 non-officials. The total number

. (‘)Thenmphﬂedqﬁutmmnpnn&dn&&ohemnnmgduchmlmd
avidence,

{*) Eridencs, vol. II, pp. 354 o ey,

(*) Evidence, vol. II, pp. 1 &t seq.

(*) Evidencs, voi. IT, pp. 128—30.
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of persons who gave oral evidence was 52, of whom 25 were officials and
27 non-officials, The Commitiee 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 already considerable, further printing would have greatly
increased the cost. Tor 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.
Buch 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 faithfuily
reproduced the intentions 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 provincial
committee the Chasirman of which has carried out the duties of that
post in addition to his own. Again, our office staff consisted, with a
single exception, of members of the Finance department of the provincial
secretariat who carried on the work in addition to their ordinary duties.
This has reduced the cost by a sum which we estimate at Rs. 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-operative
department mentioned above. The centribution 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 Bir Purshotamdas Thakurdas, then Chairman of the Central Com-
mittee, who paid us two visits, during one of which he was present at,
and assisted in, the examination of some of our witnesses, and gave us
both valuzble guidance and much-valued encourggement; and to Mr. V.
K. Aravamudha Ayangar, Secretary of the Central Committee,
who kept us well supplied with information and gave us constant help.
Becondly, our gratitude is due to the Government of the Uuited Pro-
vinces and its officers. His Fxcellency Sir Malcolm Hailey himselt
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showed great interest in our proceedings and even suggested to us
particular lines of enquiry; and every officer, from heads of departments
to naib-tshsildars and gqanungos, whom we had occasion to ask for
assistance gave it without stint,—generally, we fear, at the cost of
cousiderable labour and inconvenience. Their help lightened our task
to an extent which we alone can realise, and freely acknowledge.

15. Amongst o long list of officers, we desire to mention specially
Mr. P. M. Kharegat, 1.0.8., Registrar of Co-operative Societies, who not
only supplied us with valuable evidence, but, being co-opted to our
Mommittee, helped us to write our report: and Rai Bahadur Pandit
Gursewak Singh Upadhya, who was in charge of our intensive surveys.
Finally, we wish to express our thanks to all those who replied to the
questionnaire, carried out economic surveys, or came forward to give
oral evidence. '

16. Staff.—Dr. L. C. Jain, our Secretary, not only carried out
Lis routine duties to our entire satisfaction, but, being himself an
" acknowledged expert in one of the principal subjects which we bad to
‘investigate, namely indigenous banking, made some valuable contribu.
tions both to our information and our report. Mr. R. 8. Symons, 1.0.8.,
whose services were lent to us by Government for a fow weeks, gave us
ureful help by compiling material for one of the chapters of this report.
Owr office, under Mr. E. J. Callow, Assistant Superintendent in the
Finance Department, worked throughout with commendable zeal,—
notably Mr. Callow himself, who, as already expisined above, was all
twough carrying a double burden,
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CHAPTER 11,

PRINCIPAL ECONOMICO FEATURES OF THE PROVINCE,
A.—Rural.

17. Natural divisions.—The United Provinces of Agra and Oudh
wmay be divided into eight natural divisions, according to their peculiar-
ities of geology, agriculture, language and 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 Naini Tal district, the Bhabar in Garhwal dis-
trict and an area lying below the foothills in Dehra Dun district.

(%) 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. '

{8) Indo-Gangetic Plain, West, which includes the districts of
Muzaffarnagar, Meerut, Bulandshahr in the Meerut division; the whole
of the Agra division; Farrukhabad and Etawah in the Allahabad division;
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 Fyza.bad Sultanpur,
Partabgarh and Bara Banki in the Fyzabad division. It is, like the third
nafural division, composed of alluvial soil, except the three -Allahabad
tahsils lying south of the Jumna, which really belong to the fifth division.

(5) Central India Plateau. This consists of the Bundelkhand divi-
sion of four districts, Jalaun, Banda, Hamirpur and Jhansi, lying south
of the Jumna on the eastern slopes of the platean. It is broken up by
low rocky hills covered with stunted trees and jungle, which are outlying
spurs of the Vindhya mountains. The ‘‘black cotton’ soil of this divi-
gion is very difficult to cultivate.

(6) East Satpuras. To this division the district of Mirzapur and the
state of Benares alone belong. It can scarcely be correctly called a
natural division, for of the district and state mentioned, the northern
portion reaily belongs to the Gangetic Plain, the middle portion to the
Vindhya Platean, and only the area south of the S8on belongs to the
Batpura country. It is a wild, forest covered tract, broken up with
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ravines, but, coniaining occasional alluvial basing surrounded by hills,
which are the homes of the few really primitive tribes in the province.

(7) Sub-Himalaya, East. This division is a compact group of four
disfricts, Bahraich, Gonds, Basti and Gorakhpur, between the Ghagra on
the south and west, the Gandak on the east and the Nepal frontier on the
aorth, The soil is mostly alluvial, and there are extensive tracts of
forest in the north,

(8) Indo-Gangetic Plain, East, which includes the whole of the
Benares division (except Mirzapur) and Azamgarh district, and lies
aainly between the Ghagra and the Ganges. The soil is alluvial.

18. These natural divisions may be grouped irto four well-defined
major tracts from north to south, as followa:—
{1) The montane tract' (division 1),
(2) The submontane tract (divisions 2 and 7).
(3) The Indo-Gangetic plain (divisions 3, 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 general line of these four tracts is across the province from west.
to east.

19. Soil classification.—In the montane tract there are small
patches of cultivation on the 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 which have effected
the complete intermixture of the original detritus; the local variations
are due to differences in the size of the particles rather then in chemical
composition. The heavier particles were deposited first, forming the
coarser soils of the northern and western districts, while the lighter were
carried on to form the fine rich coils of the eastern plain. The agr-
cultural community classifies the soil into sand (bhur or balua), loam
{domat, doras or rausli), and clay (matiar), and gives the names of pilia
10 a light loam, and usar to the heaviest kind of clay, which is almost
impermeable to water and uncuitivable with the primitive implements at
their command. There is also & cross-classification according to the dis-
tance from the village site. The cultivators give the name of goind or
qgauvhan to the well-manured land near the abadé and call the outlying
fields barka or palo; in sume districts they also distinguish s middle zone
(manjhar or miyens). The soil in the transJumna tract is quite different
and much less uniform; it is brought down by fluvial action from the
Central»India Plateau, and is called black cotton soil. - The richer
variety is known as mar aud the lighter as kabar, and contains excep-
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tional quantities of lime and sulphuric acid. It becomes waterlogged
with too much rain, and so bard with too little, that it cannot be plough-
€d; 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 constituents and turns it
into rakar, a soil. which has little more consistency or fertility than a
gravel heap. In some parts of this tract a light loam called parwa is
found similar to the main alluvium; but cultivation is generally difficult,
and gives only a precarious livelihood to its followers.

_ 20. Habitations (villages and houses).—The rural population lives
in closely packed groups of houses, which with the surrounding fields
_ma.ke up the revenue mauzas. No man lives, as an English farmer does,
in a house of his own, surrounded by his fietds, his barns and bis stables,
Every man lives within call of his neighbour, so that he may readily
summen help if attacked,—a gregarious habit which seems to be a sur-
vival of the time when the countryside wag not as peaceful as it is now,
when a man did not care to travel alone after dark, and a zamindaer took
care to conceal his riches. In the western districts, which gained more
recently the protection of an ordered government, few mauzas have more
than one inhabited site; but in the east of the province, which was 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 are no open spaces, houses are huddled together, streets are
tortuous and narrow, encumbered with cows and calveg and buffaloes.
The house drains add their quota to the waste water which runs from
around the wells, turning the lanes into quagmires.

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 at night, and contain a living room, which is slso the bedroom for
the men, an inner room for the women, and a few small store rooms.
The rooms are small and low without ventilation or light, except what
may be provided by one or two tiny unglazed windows, which are insi_:ant-
ly stopped up as soon as illness of any kind appears. Several families,
offshoots of one joint family, often inhabit a single dwelling.

99. Population and density.—The area of the United Provinces of
Agra and Oudh is 106,491 square miles, and its population 45.375:787
according to the figures for the census of 1921. The province is & little
smaller than the British Isles, and has almost the same population. Of
every thousand persons, 894 live in villages whereas in England and
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Whales the number is only 207. Hindus predominate over other religions,
constituting 87 per cent. of the population. Seventy-six per cent. of the
total population of the province is engaged in agriculture, and most of
these live in villages, so that the percentage of the rural population whose
occupution is agriculture is about eighty-six per cent. ' Fifty-four per
¢ent. of these are actual workers and the remainder are dependents; the
average number of persons in a family for the whole province is 4°6.

23. The density of the rural population varies from 92 in Himalaya,
West, to 648 in the Indo-Gangetic Plam, East. The following table
shows these variations :—

Whole district. Rural areas.

Himalaya, Woat S e - . .. Yot 92
Sub-Himalsys, Weat . . . . 380 )
Indo-Gangetio Plain, Weat . . . 508 430

Ditte Central v .. 528 47
Central India Platean ,, . . . 198 178
Faat Satpursa . e . «s 166 148
Sub-Hinalays, East . . . v 806 584
Indo-Gangetio Plain, East . . o Tl 848

These figures, however, are misleading, being based on divisional.
totals of area and population; they conceal the existence of wide variations
of density within each division. In the following table(’) the figures are
referable to much smaller (tahsil} areas.

Percentage of total area with density per aquare
mile of—
- Natural division.

Under | 150to | 300to | 450 to | 600to | Over
150. 300. 450. 600, 900, 000,

Himalays, West .. | 854 14-6 . . . .
Sub-Himalays, West !, , . . 224 430 26.7 41-8 31

Sub-Himalaye, East ., . . . 15-3 3-8 47-9 .
Indo-Ganeetio Plain, Wesd . . . 35-8 457 18-8 -0
Ditto Central . e 41 299 80-7 178 4-7
Ditto East va e . . 16-¢ 755 78

Cantral Tndia Platoan . 18-6 76-8 a8 . . -

Eaat Satpuras . -« | 600 2-2 12-8 . .
Total | 183 137 19-8 26.0 18-% 2-3

24, With the help of this table it is possible to give 8 much clearer
account of the distribution of density over the province,

(U Tracts with & density of under 150.—This area falls into two
parts : one in the extreme north and the other in the extreme south of

¥) Thia table is a simplified form of sobsidiary Tubie I at 25 of the United Provines-
&uuhopmdlwl. pase )



the province. Both consist of hill-country, more or less thickly covered
with forest. The northern tract belongs to the Himalayan system, the
southern to the hill-system of Central India (Vindhyas and Satpuras).

(2) Tracts with a density between 150 and 300.—This area also falls
into two distinct tracts. The first consists of the unhealthy tarai coun-
try in the north along the Himalayan foothills, a large part of which is
jungle; the rest lies in the south along the barzen Vindhyan plateau and
consists of Bundelkhandi country with its inhospitable climate and diffi-
«cult soil. In the Central Plain the area consists of the southern tahsils
of Allahabad which naturally belong to Bundelkband. The area in the
East Batpuras represents two tahsils of Mirzapur lying between the
Ganges and the Sén. )

(3) Tracts with a density between 300 and 450.—This area falls into
three separate divisions. The first lies in the submontane tract and con-
sists of tahsils which, though thickly populated, also comprise large forest
or tarai areas which reduce their total demsity. In the Indo-Gangetic
Plain the area consists of certain tahsils in various districts which either
have lost population as a result of severe outbreaks of disease during the
Jast twenty years, or comiprise large areas of precarious or uncultivable
-land. In the trans-Jumna tract the area consists of the best parts of
Bundelkhand.

(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-
dstics 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 re-
presents the true mean density of the province, though the arithmetical
average density of 430 is slightly Jess.

(5) Tracts with a density of over 900.—This ared really belongs to
-the former tract, but its density is swollen by the presence of large and
populous cities.

95. Tt is possible to describe the distribution of density on even
broader lines than this. There is a tract along the northern border of
- the province of low density, which comprises the whole of the montane
tract, the northern third of the submontane tract, and some of the
northernmost tahsils in the Indo-Gangetic Plain. Tmmediately south of
this there comes a tract of high density running from the western to the
eastern border which comprises about two-thirds of the province, and the
whole of the Tndo-Gangetic Plain except a few taheils of low density.



( 13 )

South again of the Indo-Gangetic Plain comes a second tract of low density

which consists of the whole of the trans-Jumna tract and certain por-

tions of the Indo-Gangetic Plain which lie near that river in the districts
of Muttra, Agrn, Etawah, Cawnpore and Fatehpur.

In short the province is composed of three tracts; one of low density
tunning along two-thirds of the northern border, another of low density
running along the whole of the southern border, and a tract of high
density lying between the two.

26. There is a distinet correlation between density and cultivated
erea; the density figures vary, with one unimportant exception, directly
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 ares which supports it. And as density increases
so must the cultivated area increase, until the limit is reached where
. expansion is no longer possible. At that point, if meanwhile other means
of livelihood have not been developed, density witl be determined by the
agricultural conditions, of which the most mportant is the cultivated area..
For our present inquiry the important question is whether that point
is yet in sight. On this matter certain figures taken from the Census
Reports of 1911 and 1921 will shed light. (It should be explained that
by “'gross cultivated’’ is meant *‘net cultivated plus double cropped.”) (*)

1811. 1921.
P - Percent- b
rcentage| Percentage age of |Porcentage
Naturel division. of g ouse of cuitiv- gresa | of culkive
Denaty. | oultivated | able area {Denaty. joultivat- | able area
to oultiv- eti'l ud to still
able arca. | available. cuitiv- |ava:lable,
jable ares
Sub-Himalays, Wost .. | 437 101-4 14-0 399 | 987 14-8
Indo-Gangetio Plain, Weat | 538 103-9 (3] 508 | 103-7 101
Indo-Gengotio Plain, Cent al] 550 1053 5 528 | 109-0 8-9
Central Indis Platesu ., 311 9 245 198 £3-3 23-0
Sub-Hiwa'ays, Eaat ., 636 118-2 79 eos | 122-9 4-0
Indo-Ganget o Plan, East 708 107-2 nmse | M ]ies 10°1

M 'l‘hm 'ables come from the Ocrneun Report of 1911, paze 1, and Ceceus Report of
1681, pege 17, The Sgures of cuitivable ares have bean worked out from tho subsidiary
1abis 1 at the end of Ubapter | iu each repark. Ths method of eslcalatiog the
oultivable aren is miglained au ps jes 18 wnd 19 of the report of 1911.
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These figures suggest that in Sub- Hlmalaya., West and Central
India- Plateau the cultivable area still available is larger than in any
other 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 permanment. In the Central India*Pla-
teau the land classed as ‘‘cultivable waste’’ always includes a large area
<overed by the weed known as kans, 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 25 per cenf. 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, the 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 Jupe the land js ploughed and sown with rice, millets, maize
and cotton, which are harvested between August and December. In
a normal year they are not irrigated. Meanwhlle 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
Pprocess 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 looss to the rains crop for his food, and to the wWinter
crop to provide him with money to pay his rent and his debts, marry’
his children and buy him a few small luxzuries. 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 broken 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
on rain at the correct time, but iron ploughs or motor tractors are useq
in only a very few places in the province. Weeding and hoeing is doww
with ordinary hoes or sickles.
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29. The ploughs, like the wells, are worked by bullocks or buﬁ@-
loee, which are often sold in April, because the cultivator is unable to'
afford 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 bulls which from religious sentiment are turned loose to wander
at will around the village. Religious sentiment also prevents the kill-
ing of old and worn-out cattle, which are merely a drain on the re-
sources of their owners, although even the oldest must at times do #
ghare of work to rest the stronger cattle. To feed these animals fodder
crops must be grown, for grazing land is insufficient throughout the
tirickly-populated Gangetic Plain.

80. Lvery good cultivator knows the value of good seed, but in a
bad year he is probably unable to purchase the better varieties, and so
in 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
has increased enormously. In bad times seed is also distributed as’
tagaei,—for instance, when the wheat crop was recently ruined by rust

in Bundelkhand and when in Gonda the rice crop of 1928 failed from
drought,

81. Certain crops are wanured, but the customs of the people are
against the use of the natura! manure of a closely-populated country,
while the very valuable cattle manure is used as fuel.

82. Thua agriculture is still backward and its methods are primi-
tive. It is incorporating modern ideas and developing improved
methods of cultivation, but progress is very slow.

38. Rainfall and irrigation.—The province gets its monsoon raine
between June and October, with wianter rains in late December or early
January; in normal years the rainfall from October to June is only a few
inches. The mionsoon rain may come either from the Bombay or
Bengal currents, and usually reaches these provinces in the end of June
or beginning of July. The anunual rainfall decreases from the nomb
and east where it is sometimes as much as 50 inches, towards the west
and south where it is usually between 25 inches and 30 inches. Winds
carry the rain clouds to the foot of the hills where the colder atmosphere
inoreases the precipitation; aud places like Naini Tal and Mussoorie may
get 100 inches.

84. The kharif crop is sown in June ahd in & normal year is grown
without irrigation, but the success of the rabi crop depends entirely-
upon & quﬁicient supply of water during the cold weather. Nearly one-
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third of the total cultivated area of the province is watered, and nearly
one-half of this area is supplied with water from wells. Most of the
methods employed for ra:sing the water are extremely primitive; one of
the most common is as follows. A leather bucket holding from 18 to 25
gallons is fastened to a rope which passes over a pulley and is attached to
two bullocks. To raise the bucket the bullocks walk down a ramp, when
the bucket autor.siically rises, and the water is tipped into a channel, The
bullocks then walk up the incline, and the bucket descends to fill once
more. In parts of Jhansi and Sa,hara.npur 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 atiached by rope
to the other, and worked by one or two labourers. This last method is

only practicable when the wafer is not more than twelve or fourteen fest
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 eome-
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 rivers of the province have beer
tapped, and no further supply of water can be expected from them.
In the north-west of the province a scheme is being developed to gene-
rate electric power from the falls on the Ganges canal; the power will
be available for pumping water from wells.

87. Principal crops.—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 kharif. There are many varie-
ties of rice, but the principal distinction is made between those soWn
broadcast, on ground thoroughly scaked by rain, and those growu i
nurseries and transplanted into fields on which water is retained by low
embankments. The finer varieties of rice are all thus transplanted.
Juar and bajra are millets sown when the rains break and harvested in
November. They usnally follow wheat or some other winter crop, and
are seldom sown alone except for fodder; the msual mixture is arhar
and one or more of the creeping autumn pulses. Maize is one of the
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earliest erops sown; it is grown after almost any winter crop, and being
barvested in August is usually followed by another winter crop. Wheat
is grown in the winter, .usually after a rains crop in the preceding year.
I8 the greater part of the province, wheat land lies fallow for about
eleven months, is frequently manured, and is irfigated two or three
times., Gram is grown alone or mixed with barley, and frequently
follows rice or at early autumn crop in the same year. DBarley may
also be mixed with peas and occasionelly 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 subsidiary foodcrop is arhar which
is sown mixed with juar, bajra, and sometimes cotton. It is sown when
the rains break and remsins on the ground after the other crops have
been reaped till the end of April; its special importance in rotation is
doe to its value as a ‘‘host-plant’’ for the nitrogen-fixing micro-organ-
jsms. Numerous small millets such as kodon, sawan, marua are sown
in the rains with the object of replenishing stocks of food at the earliesk
possibla moment; they usually mature by the end of August. Gourds,
cucumbers, mejons, yams, buckwheat, singhara and brinjal are all
grown to augment the food supply. .

80. 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 provmoe it is mixed with the ordinary rains crops, each culti-
vator sowing. enough for his own needs. Linseed is grown alone in’
the same tracts, 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 wheat, barley and gram. Castor 18 grown mainly as a border
to sugarcane or mixed with rains crops.

40. Cotton is the most important fibre, and is grown as a rains
crop without irrigation, unless canal water is available, wher it is sown
before the monsodh breaks, and irrigated. Hemp is frequently grown
a8 & border to other rains crops, and also alone, becaunse it prepares the
ground for sugarcane. The outturn of the latter crop has been con-
eiderably improved during the last few years by the introduction of new
varieties fromm Java and Coimbatore; and it is now one of the most
important crops in the north-western districts of the province.

41. System of land temure.—It is probably a safe assertion thai
in early times the idea of owmership of land was unknown in India
There were groups of cultivators owing allegiance to a chief or 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 recorded in a mem--
oir of Alauddin Khilji that about 1300 A.D. there was some lind of
revenue-collecting organisation; the rajas had either been deposed and

replaced by servants of the Muslim government, or else they had 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 had heen introduced who received a share of the produce
of the land; where previously had been only the state and the cultivator,
there were now the state, the zamindar and the cultivator. Out of this
system of collection sprang numerous abuses, which were to a large
extent stamped out under Akbar, who organised a very complete system

of revenue collection by subordinate officers, on” which the modern
gystem is based. But it could only be successful 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 cultivator could pay; they allowed no margin of profit
for expansion or improverhent; and, as all increased profits went to the
intermediary, the tenant naturally expended little energy on the culti-
vation of the land. '

f L]

42. Such was the state of affairs at the advent of Brjtish rule.
The East India’ Company needing money to meet its commitments for
the administration of the newly-acquired country adopted the tradi-
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-
selves 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 zamindars
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 zamindars with indisputable claims to
she right of collection, and wherever possible settled direct with the
cultivator. Thuos two systems of settlements, zamindari and rayyat-
wari, 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 wers confiscated, but as the landlord theory had by then been,
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.generally accepted, most of them were returned to.their owners, the
talugdars. Rights, however, were also secured to a large number of
under-proprietors, who were mostly revenue-collecting agents. of the
talugdars. In short, the principal change introduced in the tra.tditiona-l
land revenue system by British administration was the creation of a
class of landlords where no* conception of ownership in land seems pre-
viously to have existed.

44, 1In practice the single zamindar, paying revenue for a single
revenue unit (maehal), is comparatively rare. Such & holding would be
called zamindari wahid. If the zamindar leaves four sons, who agree
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 a purtition will take place which may take one of several
forms. If it is possible to divide the mahal, each share becomes a separgte
aighal. If the shares are specified but the co-sharers remain jointly respon-

. sible for the land revenue, then the mghal.is held in ‘'pexfect pattidari;”
» a3 often happens, parts of thé mahal, such as the inhabited site, remain
joint property then it is held in ‘‘imperfect pattidars.’’ After several such
subdivisions the shares may become extremely complicated. Another
‘type of wnahal is called bhaiachara, in which each co-sharer’holds,.naf,
%_?ec_'iﬁed though undeniarcated fraction of the. whole mahal, but A
chnita urca-consisting of definite fields. All these rights are recorded
in the khewat or record of proprietary rights.

45. Before the advent of British rule there were few tenancy prob-
lems, because there was sufficient unoccupied land to make the culti-
vators independent; if they were treated harshly by the zamindar, they
went elsewhere, DBut with the establishment of a settled government
population increased and competition for land became acute. It then
becamwe necessary to afford some legal protection to thé 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 a compromise between the conflicting interests of
landlord and tenant and to provide the latter with a tenure sufficiently
secure to make it worth his while to expend time and money on the
improvement of his holding.

46. The rights of cultivalors.—There are five principal classes of
cultivator, pamely, the proprietor, the inferior proprietor, the superior
tenant, the ordhnary tenant, and the subtenant. Their rights are briefly
deacribed below.
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47. Proprietors.—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 land universally recognised as the peculiar
property of the landlord, held in geveralty and with, unrestricted rights.
Khudkasht is simply such land as be may happen to be cultivating at
any particular tige. Under the Tenancy Act of 1926, however, the
term sir was extended to include not only sir proper but all khudkasht
of at least fwelve 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 2l land_continuously cultivated
by the Iandloit;' 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 #ir. There is a similar pro-
vision,in the Oudh Rent Act of 1921. The sir right is not transferable
except by inheritance or gift; if, for instance, a property ds sold, the
sir of the vendor does not become the sir of the vendee, but remains in thq
vendor’s possession as an exproprietary tepant, described below.

48. Inferior proprietors.—The existence of inferior proprietors is
generally due to historical causes. They are most numerous im# Qudh.
It was found that in many talugdari estates there were persons with
subordinate but transferable righis in the village; elsewhere there were
village communities with similar rights. In other cascs the members
of some community, usually one of the higher castes, though possessing
no rights over the village as a whole, did possess a transferable right
in the land which they cultivated, The first of these were held to be
under-proprietors; the third were decreed to be so; with the second class
a sub-settlement was made, with the mesult that, except for the fact
that they pay rent to the talugdar instead of revenue to Government,
they have all the rights and privileges of proprietors. They are dis
tinguishable from teriants in that their rights are transferable; they can
not be ejected for arrears of rent, and their rents cannot be varied
during the currency of a settlement. The first and third of these are
called matahatdars; the second are called pukhtadars.

49. Early settlement officers also found inferior propnetors in
the Agra province; but for the most part they ignored the superior pro-
prietor and settled the land direct with the inferior proprietors. Bome*
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 dstrictsa in the eas) of the prov- _
ince there are ckrtain fenants kmown as permanent tenure-holders and
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Bxed-rate tenants whe are akin to inferior proprietors in all important
respects. These tenures date from the permanent settlement of 1795.

51. Superior tenants.—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 land continuously for twelve years should have an
occupancy right in that land. The law has subsequently been modified,
but until the last Tenancy Act of 1926 the general principle was main-
tasined. Under the new Act the occupancy tenants are either those who

already have obtained occupancy rights by continuous cultivation under
the old Act, or jenants.on whom the landlord confers the right, The
accrual of the right by continuous cultivation has now dxsappea.red The
exproprietary tenant is an occupancy tenant of a particular kind.

When a proprietor transfers his land etherwise than by gift or exchange
he acquires & right of occupancy in his sir and khudkasht at a favoured
rate of rent and is then known as an exproprietary tenant. Both these
tenures are heritable but not transferable. They also enjoy & certain
measure of protection in the matter of ejectment or enhancement; of rent.

In Oudh there are various kinds of occupancy tenants :—

H) At the first regular settlement of 1866 proprietors who had
been dispossessed within the 30 years preceding the annex-
ation in 1856 were given occupancy rights in the land that
they cultivated, and are entitled to hold at a favoured rent
which can be enhanced after five years.

(2) Certain other persons with superior claims were given decrees

- allowing them to hold their land ot reduced rents and fo be
free from enhancement except at settlement.

(3) There are in Oudh certain tenants holding herigable but
non-transferable leases. All these are classed as occu-
pancy tenants, but the area which they hold is small and,
na & class, they are comparatively unimportant. There
are, however, exproprietary tenants in Oudh of the same
type as in Agra.

53. Ordinary tenants.—The Oudh Rent Act of 1886 created a
class of statutory tenants who were entitled to retain their holding with-
out disturbance or enhancement of rent for seven years from the date of
ejectment from their holding or other variation 1n their rent. By the
Oudh Rent (Amendment) Act of 1921 all statutory tenants were given
the right to retain their holdings for life, and the heir of such a tendnt'
was given the right to remain in possession of the holding for five years*
alter his predecessnr s death. Evohancement is possible only at settle.
ment and in every tenth year after settlement. But the enhancement
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is limited by rates specially fixed under the law. If 4 statutory tenant
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 Qudh. 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, but only at intervals
of twenty years. The 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
are allowed to hold their land for one complete agricultural year. Gene-
rally they pay high rents for small holdings.

56. Nature and size of holdings.—The total area cultivated annu-
ally in the province is 85 million acres. Out of the total population of 45}
- 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 culfivate it. There are in addition another 1} million
of people to whom agriculture is a subsidiary occupation. Of these half
& million are cultivators, making a total cultivating population of 303
millions, or 6,600,000 families. Of these a considerable number, which
may be put at & 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 cam scarcely be higher than 300,000 acres. If
we exclude these allotmeént-holders and their allotments, then the average
holding over the whole province per cultivator is almost exactly 5} acres.
Holdings, however, vary greatly in size in different parts of the province;
their average is as high as 12 acres in Bundelkbhand, and as low as 3}
acres in some 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.(*)-—This corresponds to the natural division of
the Central India Plateau, and consists of the four districts of Banda,
Hamirpur, Jalaun and Jhansi. The average holding i8 between 10}
and 12 acres. .

(2) Western tract.—This tract consists of two districts in the patural
division of -Sub-Himalaya, West, and six districts in the Indo-Gangetic
Plain, West—namely, Saharanpur, Bijnor. Muzaffarnagar, Meerut,
Bulandshahr, Aligarh, Muttra, and Agra. The average holding in this
tract is between 8 and 10} acres. '

() These areas are token from s fable in the report, on agriculture prepared for
the Royal Commission in 1926, pagesn 106 and 107. The figurcs, however, have been
modified to correct an error in the wiginal calculstion.
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(8) North Central tract.—This consists of ten districts all lying
vorth 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 (5} acres).

(4) South Central tract.—This tract consists of twelve districts,
four in the western and the rest in the central Indo-Gangetic Plain.
The districts are Etah, Mainpuri, Farrukhabad, Etawah, Cawnpore,
Fatehpur, Allahabad, Mirzapur, Lucknow, Unao, Rae Bareli, and Sul-
tanpur. The average holding is between 5 and 5} acres.

(5) Eastern tract.—This consists 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, Gorakhpur, Jaunpur,

Benares, Ghazipur, Ballia, Azamgarh, and Fyzabad. «T'h& average hold-
ing lies between 3} and 4} acres.

57. Subdivision of holdings.—In Bundelkhand, from time to time
large areas become covered with the weed called kans and then go out
of cultivation altogether for a considerable period. And as a result,
there is generglly a large area of fallow land in every holding. The
soil, too, is difficult to work and far less fertile than in other parts of the
province. A twelve-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 inheritance, though its effect is increased partly by voluntary transfers
tnter vivos, partly by keen competition for land. The farm, as it passes
from futher to son, automatically decreases, For instance, a twelve-
acre holding belonging to a man who has four sons will be divided at his
death into four three-acre holdings, each belonging to one of the sons.
Tf in the next generation, there are six grandsons of the original holder,
there will be six holdings of two meres. But if one of the four sons
has died childless and has sold his three acres, then there will be six
holdings of 1} acres belonging to the six grandsous, and one three-acre
holding belonging to a stranger.

53. If the process of subdivision described above is carried far
wnough, then the holdings which are subjected to it will ultimately be-
come too small to support the holders and their families at the standard
of comfort to which they are accustomed; and the holdings, in the
accepted phrase, will become ‘‘uneconomic.” The cuitivator must then
acquire fresh land or else reduce his standard of comfort. If he does
neither (and both contingencies are unlikely), 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 bad
year he will be on 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 whit proportion are above, that point.

59. The economic holding of the province.—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 will 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; & Brahman would starve on a holding
that is more than sufficient to support a Koiri. It will vary yet again

- according to the standard of comfort to which the cultivator is accustom-

ed; three acres may be ample for a Chamar, thirty acfs 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, and to fix a point in relation to them. This would have been
a laborious task, ‘involving a number of complicated calculations: for-
tunately, we found that the work had recently been done, and we have
nsed 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 the
chapters(*) which ‘describes ‘‘the economic position of the cuitivator,”
contains a number of calculations relating to such matters as the typical
crepping of a typical holding; the normal yield of such a holding; the
normal value of such yield; and the normal->xpenditure of the caltivator.
On the basis of these figures, the author also has calculated “‘the mini-
mum holding necessary to support a cultivator and his family,”—in other
words, the minimum economic holding. Finally, he has compared this
economic holding with the average holding, which he has obtained by
calculating from the census returns the number of cultivators’ families

(") Chapter XVI.-
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and dividing the total holdings area by that number. All these calcula~
tions have been worked out for four divisions, Meernt, Jhansl, 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
accordingly.(®) . ‘ _

61. The principal zesults 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 area capable of producing an outturn of suffi-
<lent value to cover the cultivator's necessary expenses together with his
tent; and all the figurd} in this calculation are given in Table I. Table
11 shows (1) the income and expenditure of an average holding calculated
acoording to the figures given in the preceding table and (2) the relation
between the average and the minimum economic holding :—

TaBLE I.

i Qulvivators - Minimuom ecopo-| w

Yalus expenses. Rent per acre. | “\io holding, =

of I . °

Division, outturn . g A e B & <

"per | R} e |88 E 3 s F )

] © = - B B &

LU 2 |13 B ] B -8 8

: = | 2 198 8 £ g | =

| = S - % o -] o -

Ra B, | R | Ra. | Bs Re. | Aoros. | Acres.

Mearnt . 75 218 %' 10| 18§ 6 b5 48 78
Jhansi . 44 143 (1. 5 8 4% 100 9°6 | 181
Gorakhpur .. T8 | w8, €3] 13/ 35 i} 10 39 38
- ——
Lacknow .. 43 | 175| 48 sl ¢ . 4T . Lo}

of i(rlr !l:lg::du food {or sall, family and oattle ; (3) includes wages oi labour and cost

(*) The two important errors «fe (1) that the author bases the valus of the oarturn
-of his typical holding on the average annual prices, and justifies his action by asserting
that culivators generally hold back a considerable part of their produce against a rise
in prices. All evidence belore uws, bowever, makea it clear that only the biggest
coltivators can aflard to wait, snd that most must ”IL“'%HJQW To aliow
for this we have reduced his valuations by 10 per cent. (2) With the object of avoiding
a disturbance in the census returns of 191, which was due to an influenss epidemic, the
_luthordtlguchnpterundthaﬁs'nmdmll: but in mo doing he ignored s large
incresss which bad taken place (despite the epidemicl, in the number of cultivators
tince 1011, This incremss over the whols provinee was over a million in mund figures;
but the dietribution of the incresse was uveren and for the four diviaions it was apperently
oot lws thau 1} million. We have corrected bis -average hokiings aecordingty,
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TapLe 11,
Cultivator's expeaditure, “ntPoro-o{
Divisi Value : . avorz?ge to
ivision, ot :;m Food Surplus. | im am
' and Rent, | Other, | Total egonomio
lothes. boldiny,
. F
Statutory. Rs. Rs. Rs. Ras, Ra, Rs.
Mesrnt .. .. 535 | ara| o8 s ass| 18| 142
Jhansi .. . 854 188 89 85 292 62 131
Gorakhpor . 996 248 19 % 88| -n2 05
Lucknow . 454 220 50 85 883 119 158
Occupancy.-
Meerut .. . B85 272 A7 73 897 188 143
Jhansi .. -l 854 138 83 63 288 éa 136
Gorakhpur .. 296 243 ; 17 416 808 —10 a7

The following conclusions emerge from these figures. In Meerut,
Jhansi and Lucknow 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 case of statutory tenants to 42 per cent. in Meeérut, 31 per cent. in
Jhansi and 53 per cent. in Lucknow; whilst in the case of ogccupancy
tenants it is larger still.

Again, such 3 tenant possesses, in the surplus which he will secure in
any normal year, a reserve which will enable him to tide over any
ordinary calamity, That-surplus in the case of statutory tenants is 223
per cent. of the total outturn in Meerut, 17'5 in Jhansi and 262 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-
as large as these.

" 2. In Gorakhpur, on the other hand, the figures suggest that the
average holding is actually below the economic limit, and that the:
average cultivator is in serious economic straits; which, if true,
would be a deplorable situation. No cultivator ean work an uneconomic
bolding except at a loss. Even in the best of years he could only make-
ends meet by borrowing, and in any worse year he would be on the
verge of starvation. There is, however, nothing in our information to-
support so, pessimistic a view of the cultivator’s situation in this division.
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Indeed, from the reports relating to Basti district one might legitimate-
ly conclude that the cultivator 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-
gidiary 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 & later paragraph (para.
68). Secondly, the division possesses an unusually large number of
Kurmis, Koiris, and other similar castes, whose sagricultural skill is
famous. The proportion of such cultivators is 22'3 per cent.; i
Lucknow, which also has a large proportion of skilful agriculturists,
the figure is only 20 per cent, Such cultivators can apd do secure
a much larger outturn at a much smaller 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 fair share of those high caste cultivators whose lack of agricul-
tural skill is so notorious; the percentage is only 12 against 16 in Luck-
now. In short, the economic situatiom of this division is by no means
as critical as the figures suggest.(®)

. 63. It will be observed that these figures supply an economic held-
ing based on avemges for four of the five tracts mentioned in paragraph
£6. The exception i» the north central tract. There is, however, little
difference between that tract and its immediate neighbour to the south,
and we moay assume that it has the same minimum economic holding,
namely 4'7 acres.

64. Distribution of holdmgs by size.—Amongst the figures that we
bave collected, there are some which distribute the holdlnﬂ's in groups
according to their size, and from these it will be possible to determine
the proportion of holdings that sre below the economic point or above it.
But such information would be of little value unless all the factors which
cause tha situation of that point to vary are also considered. That is a
task which must be undertaken in a later chapter. At this stage it will
suffice to make the following statements. (1) The number of tenants
whose holdings are definitely uneconomic, and who also possess no sub-
sidiary source of income, is relatively small. (2) The number of tenants
who possess holdipgs of the average size or above it is decidedly
smaller than the number in the former class. (3) The great

'Y There can, of course, be no better proof of the assertion made sbove ihat the
ecopumio bolding csmoot be absolutely determined, but will vary with circamstances.



( 28 )

majority of all cultivators either (1) possess holdings at or slightly above
the economic limit, or (2) possess uneconomic holdings with a subsidiary
cccupation. In either case the resulf is that, though. they can by unremit.
ting toil make ends meet in a good year, they can put by no reserve
against a bad year, and when such year occurs can only tide it over by
iaorrowing. And 1t must be remembered that the standard of living i
ow.

65. Fragmentation of holdings.—These holdings, small though they
are, are rarely in a compact block, but are made up of small fields scat:
tered all over the village. This ‘‘fragmentation,” zs it is technically
called, is the result of the method in which partitions are usually carrie
out. FEach heir invariably demands his share of each item of that pro-
perty; his share of every kind of soil, of every well or tank, of houses,
groves and pasture land; of roads and paths, and even of individual trees.
Buch fragmentation has many disadvantages. The nearer fields are api
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 tc
and fro between the fields. It facilitates damage by theft or cattle-
frespass; it makes the use of labour-saving machinery difficult; and i
restrains cultivators from attempting improvements,

66. Yet fragmentation has its defenders, who warn us not to ex-s
aggerate its defects, or overlook its merits; and it.is instructive to re-
produce 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 kharif. His
holding should not, for instance, be consolidated in rice land, which will
bear only in the kharif.() The argument is inconclusive. If a culti-
vator can make a sufficient income out of his kharif 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
should starve if he does not. The example given, also, is peculiarly un-
fortunate; a highly successful experiment in consolidation was carried
out in‘a certain Basti estate in 1917, as a result of which each holding,
save for a tiny plot or two of rabi land near the village site, consisted
entirely of rice land; and the tenantry was, and is, remarkably well-to-
do.(®)

() Report on agriculture prepared for 4he Agricultoral Commission (1926),
page 88.

(*) (I was wyseli concerned in this experiment, by lending steff to the landlord
to carry it ont; and gubsequently, as settlementp:ﬂ:"cer. inspected the results. E, A. H, B.)
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(2} Fragmentetion, by securing that every holding contains soils of
different kinds and qualities, enables the tenant to grow a larger va.nety
of crops, and 8o to find occupatlon for a greater number of days in the
yeer.(®) This ie a less unconvincing variant of the first argument. But
it only holds good when the number of fragments does not exceed the
number of distinet varieties of soil,—as, for various reasons, it often (loes.

"(3) By pooling man-power and bullock-power, cultivators minimize
the waste of time and labour caused by the coming and 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-
able delay in the ploughing or watering of one of his own fields.

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

(6) Consolidated holdings mean separate homesteads : a.nd separate.
homesteads mean separate drinking-wells and threshing-floors, and
increased risk of decoity 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 fragmentation ig the-
fect that the villager, hidebound by custom, actually prefers it. Never-
theless, fragmentation, though it may suit the people, is a serious evil
both to agriculture and to the agriculturist. It is less certain that consoliz
dation is_the best remedy,

67. Subsidiary occupations.—It has already been mentioned inci-
dentally that many agriculturists, especially in the Gorakhpur division,.
have some second source of income. The census returns of 1921 rhow
that of every ten thousand ‘‘workers' ('®) whaose principal occupation is.
sgriculture, no fewer than 6,758 have some subsidiary cocupation. In
the case of 3,622 of these, however, the second occupation is also agri-
culture; the landlord is also cultivator, the cultivator is nlso & farm labour-
er, or vice versa, Excluding these, who have committed the economic.
folly of putting all their eggs into one basket, there are 8,136 agricul-l
turists who have some non-agricultural occupation to sepplement their
resources.

The following is an analysis of these subsidiary mnon-agricultural-
cccapations. (Figures are “‘per 10,000 workers').

Agricultural Commission’s N 15¢. .
Wy b((:b. Emlt‘uin of *‘dependents.™ Ip:Is':p proportion of dependents fto workers.
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(1) The learned and other professions, 129.—These include lawyers,
doctors, school-masters and estate agents, All are landlords, and all bat
the last-manifestly must be absentees, }

(2) Moneylenders and traders, 409.—Of these, 307 are landlords
and 84 tenants; they represent the agriculturist moneylenders described
ln the next chapter. There are eighteen other traders amongst the
labouring 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
Test rural. .

(4) Other rural occupations, 232.—Most of these are cattle-owners
and dairymen (191) : the rest gre fishermen and village watchmen.

(5) General labourers, 284.—Of 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 doubtless include priests, herdsmen,
shepherds, basketmakers, 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
above, which are suitable for a rural community,—for instance, the grow- '

. ing of fruit, flowers and tobacco, cotton-ginning, the manufacture of
gur or sugar, poultry farming. It is, however, unnecessary to discuss
them hgre, since they will form the subject of a separate chapter.

68. Some of our witnesses have mentioned the assistance render-
d to peasent families by sons or other relatives who have left ther
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
‘Cawnpore and the hill districts. The greater part of if, however, is
directed outside the province altogether. Twenty years ago it was
commonly said that there was not a single family in the Benares divi-;
-sion which h2d not at least one member in the provinces of Bengal..
Assam or Bihar.(®} 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 fo 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

("3 A curious eubsidiary ocenpation mentioned in & Basti report is sajn sokha
{witch doctor). (Evidence, vol. IT, p. 183,
(**) Famine report, 1008, pages 153—5,
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orderlies, darwans or other menials, if they are not. The labouring
«classes are attracted by the mills and factories of large towns, the col-
lieries of Bengal, or the tea plantations of Assam and Dehra Dun. It
is possble to obtain some clue of the extent of the assistance rendered
by these emigrantg to their families from the returns of money orders
paid’in the different districts. The total sum paid by money order dur-
ing the year 1928-29 throughout the province was 1,385 lakhs. Of
this amount 7} crores or 56 per cent. were paid in fifteen districts

from which emigration is known to be considerable, as in the follow-
ing table:

Amaunt Armount

Distriol. ]lik[;ll. Distriot. lai:hs.
Oawnpore . . '87} Fyrabad . . 48
Benares . . 80} Suitanpur . . 433
Allshabad . . n Partabgarh . . LETS
Agrm .. . . 69 Ballia o . 303
Lucknow . . a5 Rao Bare'i N 274
Garekhpur . w 80 M rzapur . . 5
Azamgarh . . [ 189 Gha:ijuy .. . 214
Jannpur e . 534

ln some of these districts, no doubt, there are big cities,—Cawn-
pore, Aillahabad, Agra, Benares and Lucknow-—, and the volume of
payments by money order would be large in any case. Agaid, in
Gorakhpur, with its 3 million inhabitants, 60 lakhs is not an extrava-
gont 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 sccount for these high amounts. There can,
therefore, be no doubt that emigrants’ remittances in these districts
are a valuable additional source of income to the peasant familiea
which receive them. There are a few other districts with high returns
of money orders paid, namely, Aligarh (39 lakhs), Farrukhabad (31
lakhs), Gonda (30 lakhs), Meerut (38} lakhs), Saharanpur (27} lakhs),
Bijnor (38 lakhs), and Moradabad (43 lakhs). Though emigration is
relatively emall from these districts, some of them are military recruit-
ing areas, and a part of these remittances come from eoldiers
serving in other parts of India. Nor is the profit derived by
agriculture from emigration confined to occasional remittsnces. The
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emigrant, when at last he returns home, often bringg large sums with
him. One darwan of a bank in Burma retired worth a lakh, which he
bad 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-Gangetic Plain it is 15; in the Sab-Himalays Fastern 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 inhabitants 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 towns.—The vast majority of these urban areas can
best be described as couniry fowns,—‘exaggerated villages with a cer-
tain non-agricultural population attracted by the convenience of their
gites.”” As a rule the frade 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- modern
amenities such as lighting-and drainage. With the completion of a
large hydro-electric scheme now being carried ouf, some 62 towns of
more than 5,000 inhabitants in the seven north-western districts will
receive electric power,—a change which it may be hoped will result in
industrial expansion. '

71, Cities and large towns.—The rest, which are the larger townse
of the province, owe their origin to some exiraneous causes. Most of
them were built by different rulers for strategical and political reasons,

- Thus Akbar chose Agra for his capital. Fyzabad, Jaunpur, Bareilly,
Shahjahanpur, Farrukhabad, Moradabad, Saharanpur, Budaun, Amrohs,
Sambhal, Bahraich, Banda and Shahabad were all founded by some
Muslim potentate, and are still the bomes 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 trade
is the cause that has maintained them. And, where trade has deterio-
rated, the prosperity of the town has decreased with it. Fa.rrukhab_ad,
Mirzapur and Ghazipur were once commercially important, being
centre. of the old water-borne trade; but the advent of railways has
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diverted it elsewhere and their population has decreased. Twenty-four
towns with a population of over 39,000 are classed as cities. Of these
seven have more than 100,000 inhabitants. Lucknow, 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, Allahabad, Bereilly 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
Shahjahanpur. Elsewhere, the unhealthiness of the decade 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, Baharanpur, Samnbhal and Shahjshanpur, for all have thriving
industries. Allahabad, Benares, Farrukhabad, Fyzabad, Gorakhpur,
Jaunpur, Lucknow, Mirzapur and Muttra are cities which live principal-
ly in the past.

72. Principal urban industries.—Cotton is ginned and spun with
rude appliances all over the province, and weaving is carried
out in most districts; so, too, is dyeing. Benares and Lucknow
are 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,—the last-named is the well-
known chikan work of Lucknow, an industry of the respectable poor,
especially Muslims, Agra, Aligarh and Bareilly are famous for thewr
cotton carpets, whilst Mirgapur is the chief centre for the manufacture
of woollen carpets. The cotton-printing industry is well -established in
Lucknow, Farrukhabad, Shahjshanpur end other smaller places. Orna-
mental metal work is a speciality of Lucknow (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 giass for domestic use is carried out at Bahjoi in Budaun and Allah-
abad. There is a considerable trade in articles carved from marble and
soapstone at Agra, whilst Saharaypur and Nagina are the centres of
wood-carving; the latter specializes in ebony. Aligarh enjoys the mono-
poly of lock-making. All these industries are carried out both in
factories and in the home. The principal factory centres are Cawnpore,
.Agrs and Hathras. At the census of 1921, according to the industrial
etatistics then collected, there were in all 1,369 factories in the prov-
ince, mainly connected with textiles, metal, sugar, floar, oil and
leather. These factories are usually ran on Western methods and the
bigger establishments in ordinary times find no difficulty in supplying

_ 3 _
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themselves with capital. 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. Xe 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;('®*) 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
ir gubject 1o 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 provmce would be.incomplete
if it did not contain a description of the economic aspect of the Hindu
'social system, especiaily 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 the economic pnncxple of differentiation of
function, in accordance with which first the ancient trade guilds and
then their modern successors, the occupational castes, 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 enstom. 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 status.—The caste system is essen-
tially aristocratic. Every caste has its appointed rank and every indivi-
dual’s status in society is governed by the rank of the caste to which he
belongs. That status cannot be raised. It can, however, be lowered, if
in any respect he fails to obey the dictates of custom; and the higher the

") Usonily euch induetrislists were exhibitors at the Wembley Exhibition and
profited by the lessons which they then gained.
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caste the greater the need for such observance. Some of the customs
affecting social status have an important economic bearing.

(1) A high caste woman, whether Hindu or Muslim, must remain
in seclusion. Bhe cannot work in the ficlds,

(2) Custorn forbids a Brashman or Rajput to handle the plough.
Some witnesses suggest that this custom is weakening. It is, however,
etill generally prevalent. This restriction appears to have no religious
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 employments, the answer
18 he may subsist as a mercantile man, applying himself in person to
tillage and attendance on cattle.'' (*4)

{(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 most field labourers are ‘‘untouch-
ables,’" and it is difficult to avoid such contact in somfe of the field
operations in which a high caste man could assist, the latter is apt to
confine his energies to supervision. This taboo is also said to be
weakening, but it still pertnstl

(4) Expenditure on various ceremonies is much larger amongst
high castes than low. Not only has a Brahman or Rajput to $pend more
lest he lose social standing : but he must observe all 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
oost money : marriage, of course, is by far the most expensive.

78. These social customs have the following economic results :—
Firstly, they increase the cost of cultivation, since the high castes must
employ far more labour than the low. Secondly, high caste cultivation
is rarely as skilful or productive as low. caste cultivation: where the
Kurmi produces wheat, the Brahman produces barley, and only second-
rate barley. On the other hand, the high casus usually enjoy a rental
privilege, which is often as high as 25 per cent., and generally possess
far more than their fair share of the larger holdings. The Brahman,
moreover, by virtue of his Brahmanhood has a subsidiary source of
revenue in the shape of priestly and caste duea (purchiti and bnit or
fajmani). These include not only fees for services rendered, but pre-
sents, usually of food, that are made either on ceremonial occasions or
by way of a penance. One of the most common pumshments in the
penal code of any caste panchayat is the feeding of so many Brahmeos.

'Y} Instituies X, 83
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77. In short, the high caste agriculturist possesses certain definite
advantages, which are, however, more than counterbalanced by the cost-
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 off, in the case of a Brahman, by a steady income derived with the
minimum of toil from his Brahmanhood. On balance, the Brahman
certainly gains, The figures at our disposal suggest that the Brahman's
debt is by Do 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 comments to pass on his habits. One writes
ag follows: ‘‘The predominant Rajput is notorious for extravagance
and 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), he is rarely
punctual in repayment of his debt.”’(**) Another witness writes ‘‘Par-
tabgarh is a district of Rajput talugdars and the petty Rajput zamindars
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.””(**) In this particular village,
the Rajput landlords owed over Rs. 14,000, of which over Rs. 4,000 had
been expended on marriages, against the tepantry’s debt- of wunder
Rs. 700. In every district that has recenfly been under settlement
Rajputs seem to have lost considerable areas of land, regarding whick
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 hg;ve prosper--
ed, and accordingly have begun to ape the customs of their betters.

78. Economic effect of caste on trade and industry.—As has
already been mentioned, the functional castes are often the direct desce_n-
dants of the trade guilds of ancient Indis, and many of thel_n are as gtrict
in regulating trade matters as ever were the guilds. Their panchayats,

('%) Evidence, Vol. II, p 238.
(**) Bvidence, Vol. II, p. 199,
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which are often extremely powerful .bodies, deal with such offences
against trade custom as encroaching on another’s clientéle, raising or
lowering prices and methods of sale or manufacture. The strongest
weapons in the hands of the panchayats of functional castes are the strike
and the boycott, and they use them freely, not only against individuals
but againet entire castes, aguinst 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 & pancha-
yat, which decided to refuse payment at the prevalent rate and cease
growing poppy unless the rate was enhanced. And in the end the rate
had to be raised. The class of offences with which these panchayats
most commonly deal are those connected with jajmani; an alternative
term is brit. Literally the word ‘‘jajman’ means ‘‘the giver of the
eacrifice’’; but it is now extended to include a client or patron of any
kind. The jajmans of a Brahman purohit or priest are his parishioners,
whose domestic rites it is his duty to superintend. In the same way,
Chamars, Doms, Dafalis, Bhats, Nais, Bhangis, Barhais, Lohars and
Mahabralimans all have their fajmans or circle of clients, from whom
they receive fixed dues in return for regular services. The Chamar's
jajmans are those from whom he receives dead cattle and to whom he
supplies leather and shoes. His wife has a jajmani of her own, for -
whoim she acts as.midwife and performs various menial services at
marriages and other festivals. The Nai has & clienttle whom he shaves,
and for whom he acts as match-maker and performer of minor surgicsl
operations (such a8 drawing teeth or lancing boils). His wife is the
liereditary monthly nurse, Barhais and Lohars in the villages have
their circles of constitwents whose ploughs and other agricultural gear
they make or mend. The Dom’s jajmani is a beat in which he alpne is
wllowed to beg or steal. The jajmani is a valuable source of income,
toth heritable and transferable. We have many instances on record
w*here jajmanis have been mortgaged, both with and without possession,
whilst it is said that the Dom's begging beat and the Bhangi's circle
of clients are often given as a dowry. They are accordingly strictly
demarcated, and to poach on them is an action bitterly resented. It
is said that & Dom would not hesitate to hand over to the police any
strange Dom who stole within the former's “‘jurisdiction.””  The
jajmani, of course, is a valuable asset and many a villager derives at least
a8 much of his income from this source as from his fields.(*")

") For cases of interference by pencheyals in trade matters see Census Raport,
1011, pagea 343, 343 Au scconnt of the dues paid to Lohars. Chamars, Barbais and
Naia by their clients will be found in the Evidence, Val. II, p. 239,
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79. One witness writing of Agra tells us that the-village movey-
lender in those parts also works on the jajmani system. When the
snhukar, as he is there called, accepts a cultivator as 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
hand, undertakes to borrow from no one else and to settlg the sahukar's
dues out of his prodrice before he settles anybody else’s. The system
appears to be peculiar fo some western districts, and has certain obvious
advantages. As another witness has put it ‘‘the asami is wedded 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, togetber
with the seven preceding and seven following generations.” Marriage,
therefore, is a religious duty, which the Hindu owes not only to himself,
but to his ancestors and his descendants; 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
. 1he gir] with a suitable dowry, and with ornaments, clothing, and house-
lold utemsils. He must entertain the bridegroom's party for several
days; he must fee the officiating priest; he must feast the assembled
" brethren and Brahmans. The groom, on his side, must purchase suit-
eble 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
rrevalent which reduce the burden by distributing it. Firstly,
the brethren present at the feast are often invited to make a contribu-
tion (takatoan) towards the wedding expenses; a brass plate
(thali) is passed round into which each guest drops a silver coin.('®)-
And secondly, 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
sometimes 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

L") As a speculation moneylenders will mometimes advance a sum fized by
agreement and take the takswan in full payment (Evidence, Vol. IT, p. 58).

¢*) For a list of bride-prices, sce Censms BReport, 1911, page 221. The lowest
is Ra. 1}, but there are twenty-five under Rs. 10. Bee also Evidence, Vol. II, p. 259.
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cases, the bride-price is speoially fized on. a consideration of ihe eircum-
stances of the bridegroom and his family.

82. Marriage expenditure is often grossly extravagant. The
principal cause is the custom of hypergamy, which is prevalent in all
castes of good social position, by which the bride must always be of
jower social position than the bridegrocom. The result is that the bride’s
family, 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 s caste as the Rajput, to whom display is almost a social
duty, the birth of a daughter means the beginning of debt. One witness
estimates the marriage expenditure of a Rajput cultivator at Rs. 600; but
it must often be much higher than that, and amongst the wealthier
roembers of the community, sometimes runs into lakhs. Amongst Jow
castes, as a rule, marriage expenditure is not so serious & matter, and is
very often repaid within s reasonable period. A Kurmi -wife, it ia said,
coste Rs. 83. Nevertheless, even the lowest castes are occasionally
extravagant; for instance, an instance is recorded of an Arakh in a
village of Hardoi district who spent Rs. 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 ceremonies.—Other ceremonies besides marriage |
often drive the villager into debt. Amongst those mentioned are birth
and funeral ceremonies, shraddhas, and the upanayana or thread cere-
mony. Money is also frequently borrowed for pilgrimages, and occa-
sionally for Kathas (sacred recitations). The sums are often consider-
able.

84. (c) Caste penalties,—The jurisdiction of caste panchayats in
Datiers of trade has already been mentioned. Their prineipal concern,
bowever, is the investigation and punishment of offences against social
customs. These panchayats frequently 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 borrow. Naturally villagers would be reticent about debts (**) due to
this cause, and only one instance of it is actually mentioned. .

85. Ancestral debt.—A very commmon object of borrowing is for the
repayment of ancestral debt. As it ia also a type of debt from which the
debtor finds it difficult to free himself effectively, it is mecessary to
explain precisely the nature of the obligation which makes debt heritable.

" A vumber of sctusl instences of panchayats' sentences will { Yy
R o, penchay aen will be fennd in Ceasua
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The liability of one person to pay debts crntracted by another depends
ultimately on the principle, constantly recurring in Hindu Law,
that legal rights are taken subject to the discharge of moral obligations. (")
It may arise from three completely different sonrces. These are:—
Firstly, the religious duty of discharging s debtor from the sin of his
debt; secondly, the heir's moral duty of paying a debt contracted by the
person whose assets he has inherited; and thirdly, the legal duty of pay-
ing & debt contracted 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 beir or successor in interest. The third is un incident of the Hindn
joint family system, and affects the co-sharers of the managing member
of such a family. In any one case, two or more of these duties may co-
exist, but any one of them is sufficient to constitute the ligbility.

86. It is necessary to realize, however, that this liability has its
limitations. Firstly, the liability does not descend beyond the grand-
bon, 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 heirs
cannot be compelled to pay debt incurred ‘'for a cause repugnant to good
morals.”” Thirdly, the law, as now administered in all provinces except
Bombay, limits the lisbility 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 s promissory note in his own name; and such is the force of
tradition that he would generally succeed. If he does, then the debt
revives as a debt of the heir himself, and both limitations are avoided.

87. One of the Hindu lawgivers says: ‘‘he who having received a
sum lent . . . does not repayit . . . will be born hereafter in his
creditor’s house a slave, a servant, a woman or a quadruped.”’(*) 1In
other words an unpaid debt is a sin, the consequences of which follow
the debtor into his next life. It is not, therefore, sufficient for the heir
to take over the debt, it is also necessary that he shonld pay it; and the
evidence before ns shows that a large(*®) amount of fresh debt is borrow-
ed to repay old debt. From the point of view of the ancestor that is

') Mayne's Himds Law and Usage, 8th edition, page 884. The following acconnt
is entirely based on this book,

(*). Vrihaspati opud Jagannatha Digeat, Vol. T, psge 834, .

{(#") Elsewhers the amount of total debt which consists of such borrowing is esti-
mated ot 15 per cent. Bee Chapter IV, pars. 159,
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doubtless satisfactory; from the point of view of the descendant, however,

it means merely that the new debt 1eplaces the old and one crechtor
replaces another.

88. Muslim indebtedness.—''The main reason,’”’ writes & Muham-
madan witness, ‘‘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 has not adjusted himself to changed circumstances, and
still adheres to the habits end ways which characterized him during the
decadence of Muslim rule in India.”” His standard of living is infinitely
mare expensive than that of the Hindu, and always up to, if not beyond,
hig 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 thriftlessness can be more justifiably laid at the door of the
Muslim than of the Hindu peasant, 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 get nothing, and
the estate is managed by a karta or sgent. Amongst Muslims, on the
«cther hand, the division of property after & death is inevitable, and often
results in breaking up small estates into fragments which are not worth
keeping. But though the heir’s income is thus diminished, his expen-
diture remains on the same scale as 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 than the Hindu. '‘The wrath
of the petty Muslim samindar is easily aroused, even on matters of
minor importance . . . If & tenant has the hardihoed to
Tefuse to work for him, he must be punished, or if a neighbouring land-
lord has refused to allow the zamindar's cattle to graze in his pasture, he
amust be brought to his knees.”” And the result is a lawsuit, or possibly
& criminal prosecution. Meantime, his family pride prevents him from
taking up commercial occupations unless he happens to have been born
to some trade, and even then he is rarely able to make both ends
meet. Finally, the Muslim. woman, unlike her Hindu sister, must
observe purdah in all but the lowest rank of society. The natural
result is that the Muslim falls quickly and easily into debt to
an extent even grester 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 interest; and thus such capital as the Muslim
' possesses is often rendered inoperative,

89. The peasant’s psychology.—The peasant is generally described
a8 a fatolist, demoralized by his ceaseless strugmle *‘to extort a bare
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livelibood 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.(2¢)
And many of our witnesses would concur in this geners® description,
though they themselves provide many particular instances that prove
it wrong. Long experience, no doubt, hag 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 expenditure. Occa-
sionally an ambitions Arakh may spend Rs. 300 on higs daunghter's
wedding, or an extravagant Chamar borrows Rs. 100 for his grand-
mother’s funeral;(*®) but generally he borrows no more than he must,
and repays as soon as he can. The high caste cultivator is certa.inly
extravagant, but his expenditure is directed not so much to the relief of
his necessities, agricultural or personal, as {o the maintenance of his
social prestige : it is the extravagance not of an agriculturist, but of an
eristocrat, |

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 ideas 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. 8o
far, at all events, they prefer an increase in material weslth fo an
increase in personal comfort, though the latter may come when their
ambitions are satisfied. But most fow castes that are prospering 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 iarriage, pay Brahmans large fees to
serve their rites, and increage their expenditure on marriages and other
social ceremonies. Finally, they advance a claim to be descended from

(*) Bee Mukerjee’s Rural Economy of India, pages 6 and 30; Agricultoral
Commission's report, pages 432 and 499, quoking Mr. W. H, Moreland.

(**) The peseant reckons five good yeas in ten: the expert economist reckons
seven in ten. Bee evidence of Professor . D, Thompson in Vol 1V.

(%) See above pnragreph 82 for the Arakh: and Evidence, Vol. II, p. 261, for
the Chamar.
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some higher group of castes, the Brahman, the Chhbattri, or the Vaish.
To such castes better living means social position, not solid comfort. (*"}

91. In proof of these assertions, we may-quote the Jat and the
Kurmi, in praise of whom our witnesses have much to say. ‘Mhe
Jat 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 hig crops fail, it is
gheer.hard luck . . . . His fault is quarrelsomeness; and in litiga-
tion he never knows when he is beaten.”’(*®} As in . litigation, so im
ggriculture,—he never knows when-he is beaten. He spends his life
in quarrélling with nature, The Jat never says die: according to the
proverb, ‘‘'Jat mara tab janiye jab terahwin guzar jae”’ (never be sure
that a Jat is dead till the days 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 agricultural castes that are well nigh as
good as the Jat or the Kurmi.

02, The peasant’s ignorance.—There is, therefore, little wrong
with the peasant’s character. His mental equipment; however, leaves
much to be desired. He has a certain native shrewdness, and the most
cunning moneylender cannot easily deceive him. Bui he is wholly
ignorant of many matters of great importance to his own well-being. If
be does not improve his methods of cultivation, it is because he does.
not know how to do it. If he has not the will to live better, it is
because he does not know in 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
uffairs outside the narrow rursl circle in which he lives. His conversa-
tion is mainly of the crops, of food, and of money. His only amuse-
ments consist of a religious recitation (katha), an occasional itinerant
show, or a visit to the neighbouring bazar. His only intellectual exercise
is taken in the mazes of the family lawsuit. There are, however,
eigns that in present conditions the scope of his interests is beginning

" t N
dning casles (Kachhi aod Marse) o that distrce: e aping. (rEee Derket gnn

matter of social expenditure. See alsn Census Report, 1911, pages 332 and 323, snd

Cenrun Report, 1921, page 151. Simniar requests with reference to the Census of 1931
ars already coming in.

(*') Crooke’s Tridee and Cester of the X.-W. P. and Oudh, Val. ITI, page 40.
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to widen, and now embraces matters to which ten years ago he was
entirely indifferent. For instance, politicians tell us, undoubtedly with
truth, that he is now curious of political questions. That is all to the
good, for if he is prepared to give thought to public affairs, he will pro-
bably pay more attention to his own private affairs. And when he does,
it is impossible that he should remain satisfied with their condition. In
a word, what the peasant most needs is education,—not merely. in the
narrow sense of literacy, but in its broadest sense, the development of
menta] powers,—education, and a little of that “‘splendid discontent,”
which s the first step in the progress of a man or & nation.
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CHAPTER L.
GENERAL DRSCRIPTION OF EXISTING CREDIT AGENCIES.

93. It is impossible to give a coherent account of the credit system
f the United Provinces; indeed ‘‘system,” in this connexion; is a
vord misused. Numercus forms of credit transaction are practised,
nost varieties of credit agency are represented. Yet it is impossible to
ssert of any agency that it confines itself to any particular type
f transaction. The petty moneylender of the village often has
is dealings in the town, the financial magnate of the town does
ot disdain at times the petty operations of the village. (%)
\gain, there are few moneylenders, from the wealthy shroff to the rural
ania, who do not combine with moneylending some other line of busi-
ess, which is often the more important of the two. ‘‘They are grain
ealers, genaral merchants, commercial agents, brokers, goldsmiths,
swellers, land-owners, industrialists, and traders’’,(*)—notably traders in
loth and cattle. And the professional moneylender has amatenr com-
etitors.  Landlord and tenant, pensioner and petty official, lawyer
nd priest, even the landless labourer—Brahman, Rajput, Kurmi,
woiri, even the Chamar—anybody with' spare .cash "seems to prefer
sury to any other form of investment. (*) Adapting Sir Alfred Lyall’s
amous phrase we can fairly describe the credit system of the province as
‘a tangled jungle of disorderly transactions.”” Nor is the task of descrip-
ion made easier by the fact that the terminology of credit is as indeter-
ninate as the thing itself. The village usurer is known by various names
n different parts of the province—bania, mahajan, sahukar, bohra,
eopari,—all of which are used elsewhere in other senses.(*) And in

lend money in the rursl tracta of neighbouring dietricts.
(" L. C. Jein, Indigemons Banking im India, p. 43.
{*) One small villege of 381 inhabitsats is reporied to owe money to 60 individnal
noylendars, of whom only” eight wers professionals, There wars eloven landlorda,
enly tenwuls, four officials (patwariz and schoolmmsters), five traders, several laboure:s,
fagir, a prieat, a pleader, and Government, In ancther viliage one of the mapeylenders
aa & deily whoae shrine was in the locality. (BEvidence, wol. IT, p. 249).
(‘' As moneylending s s often & secondary occupation, it is  perhaps
gnificant that of the varicus terma for moneviender, ogly one originally carried that
ning—bohre, & carmuption of beohsrs. which means lendar o creditor. Bonria means
er, shopkeeper. Mahajan means literally “'a t man''; thence through the meanin
worthy of credit™ and “poesessing credit'” to ec or merchant. Sshuker (wilg: 4
wesr) meant first hovest, then solvent, then merchant, trader, banker. Beopari
ipar, tygperd) maeans a tradesman. Benis was long used aa & easte name for
sorts of traders; it has been replaced in this sense by the older word Veish. Bobra
recognined a8 & ocsate in western districts, clsim Prahmanical descent.
ahajen has slso heed used by some 83 & reste name, wsually the lower (nom-Vaish)
sding enstes, such ss Kalwars.

'r“d {!} For instance the Rastogis of Lucknow and the wealthp merchants of Marad-
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these c.ir(fumstances 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.—Rural credit agencies. (1) The professionals,

94. The village moneylender—The village moneylender, or bania,
as 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 industrial class of
ancient India; but from an early date this Vaishya preserve wae invaded
by members of higher groups, who preferred wealth to social position.
At the present day the moneylender may belong to any caste; Brahmans,
Rajputs, Khattris, Telis, Halwais, Kalwars are only some of those
mentioned in our reports, with Vaishyas of divers groups and diverse
standing, from the 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 & 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
pince Tavernier wrote. But there is ample evidence before us to show
that popular opinion, as often, exaggerates. Says 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 make 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 wil cause an illiterate borrower to put his thumb-impres-
gion on a blank form, and subsequently fill it up with a sum in excess
of the amount actually lent. He ‘charges a rate of interest which is
always high and often extortionate, and compounds it at frequent inter-
vals. Nevertheless his prosperity depends on that of the peasantry
whom he finances; it is not to his advantage to see a client ruined, and
when occasion arises he can and does ehow leniency. He will not, for
instance, use his frandulent bond unless the client by his contumacy
forces him to go to law. Again, if his debtor is prompt and punctual
in repayment, he will often allow him a rebate of interest when the

() “'Benic mars jam, thag mars enjon” : The robber slays strangers, the dania
bis friends. “Na& banie mit, na beswa sati” : A friendly bamia is ss common a8 & chsste
courteesn. A banig goes in liks s needls and comes out like s sword.’ Bes Risley,
Peopls of India, 1915, pages 311—513.

(") Evidence, vol. I, p. 299.
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account is finally closed. Meantime, it is to him that the needy peasani
turns for help in every trouble. It is he who lends him money for his
rent, and 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 mgans of subsistence. It is again
he who finances the marriage ceremony and the lawsuit,—one almost as
inevitable a8 the other. If 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.’”’(") Though they may gird at him, yet they
prefer his methods to those of either government or co-operative society.
He does not keep the borrower waiting for his meney till the time for
ita profitabla spending has passed. He does not press for repayment
gt due date, if he knows that such repayment is inconvenient. He does
not conduct embarrassing inquiries into his client’s haisiyat (financial
condition); for what it is worth, he knows it already, and the element
in it to which he attaches most importance is the client’s reputation
for prompt and regular payment.(*) Though he may hold & 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 that his relisnce is misplaced.

96. In short, the village moneylender is an indispensable element
in rural life,—an element that is often expensive and sometimes dan-
gerous, but always necessary. Should he withhold credit, as under the
stress of circumstances he sometimes does, then widespread distress
quickly follows. When the village moneylender draws tight his purse-
strings, government must open test works.(*)

97. The village moneylender falls into two classes; the differences
between them are of sufficient importance to warrant separate description.
To the first we have attached the label bania; to the second the label .
mahajan.

88. The village banig.—Scattered up and down the countryside
there are to be found petty tradesmen,——dealers in grain or provisions, or
keepers of small general shops,—who sell goods on credit and also lend
_money in small sumg; They generally belong to one of the lower Vaish
groups or to such castes as the Teli, the Kalwar or the Halwai. Their
capital is small, rarely exceeding a thousand rupees; and their

{") Evidencs, vol. IT, p. 239. .

(%)} Thess are the arguments used repeatedly to explain the unpopularity both of
tagasi and co-operstive society's loans.

() Precisely thia situstion has arisen in the Muttra district.
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transactions are to match. Their fortunes and those of their clients are
identical. In a good season their dues are promptly paid, and client
and creditor grow prosperous together. In a tbad season their dues
remain unpaid, and creditor and client alike must tighten their belts.
This community of interests produces a fellow-feeling .which reflects
itself in their business methods. They rarely trouble 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
{garza) or hath udhar, in which there is neither document nor witness,
and the loan is granted on a simple promise to repay, sometimes backed
by an cath. (*%)

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 documend is a statement of
account rendered by a village bania to his client covering & rabi season

from seed time to harvest.(*?) It may be summarised as follows:—
Depxr CREDIT,
Ra, n. p. Rs. &, p.
Cash (1) in Eartik .. e« 5 0 O|Cash ., .. 10 0 ©
{2) in Phagun.. 7 D 0| Qrain (bsjhar), value .. 10 8 86
(3) a4 Holi and other Ghi, value . W 00
festivals ,. «»« 9 0 0] Ugeof oart, value ,. . B8 80
Beed (1) wheat, value .. 11 0 0| Pajr of shoes, valce 140
. (8) gram, value «» 1 8 8| Fodderz, value e e 1 4 0
Whent at Holi, value.. .. 3 b5 0] Candhi (?) ("), value .. 11 00
Bugar at Holi, vale .. .. 1 00 '
Cloth for garments, value - 11 9 0
Tota] (sic) .. 41 8 9 Total (sic) .. 39 3 8

This account clearly relates to the occasional borrowings of some
cultivator for various needs, both agricnltural and domestic,—
a man of some substance, 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 fo the

{'") L. C. Jain op. cit, page 63.
(*') Evidence, vol. II, of. 358,
(") Kartik to Phagun 1984 Sombat, corresponding with October, 1027 to March,

19239,
(%) “Candhi'" is reproduced from the report. Tt is an impossibla word, ~which-
may conceal chandi (silver), kandi {ecowdung fuel), or kandhi (s kind of mecklacs).
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value of. Rs. 12-8-9 (the only single transaction which runs into.two
figures), and Rs. 5 in cash; in Phagun, with harvest at hand, he borrows
another seven rupees. Meantime, he has replenished his wardrobe to the
extent of three shirts, a dhoti and an angochha; and in celebrating the
Holi and other festivals has given rein to his extravagance at a cost of
Rs. 12-6-0. It mey further be noted that this account contradicts :the
popular idea that as betwaen a literate moneylender and an illiterate
client the advantage 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. 88-8-8 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 has lent grain, then in grain of the same kind,
this bania has accepted payment in all sorts of commodities, including
graitt of a much’cheaper kind than the kind which he lent. () And
finally, all save the cash transactions are obviously rather credit purchases
than loans. In short, the village bania is quite as much a tradesman as &
moneylender,

100. The village mahajan.—The village mahajon is in every way a
much more important man than the village bania. Firstly, his
business is on a much larger scale; he possesses greater resources; he
deals in bigger amounts and has a more numerous clientdle. Several
instances are mentioned in our reports of individuals whose eapital
reaches and even exceeds half a lakh. BSecondly, the mahajan’s
transactions are loans in the correct sense of the word, and not sales
.on credit. He lends money or grain, and demands payment in' the
eame commodity. Thirdly, all his transactions are governed solely by
business principles. The amount which he will lend, the interest which
he will charge, depends entirely on the security offered to him, and he
does nat 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
nsurer'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 gronp of villages round his home to one or more districts. He 1s
also apt to restrict his dealings to-a definite clientile, as ?s natural,
gince he relies so preatly on his personal knowledge of his clients.
Like the bania, he may be of any caste. Our reports mention, amongst
others, Rastogis, Brahmans, Bohras, Rajputs, Telis, and even Chamars.
The size and to some extent the nature of his transactions vary with
his financial status. Whilst the smaller man will deal with anybody

(%) Bejher ia a mixture of graina, wheat, barley, gram. sametimes also peas.
4§
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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 Jand. It is this fact which accounts for the
existence of landlords who were originally mahajans, 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. ¥is 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 $o the trouble of ﬁndmg a fresh investment for
the money thus repaid. His point of view in this matter may be
unprincipled, but it is certainly intelligible.(**)

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

102. The sahukar.—The business of both banie and mehajan lies
entirely in the country. Their clients are villagers; they deal in
agricultural produce; 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‘d.t.y_%::_r_lr; and, as compared
‘with the average mahajan, a financial magnate. T0 this class of money-
lender we have attached the label of sahukar. His rural transactions,
for the most part, take one of two forms. Firstly, he is prepared to
advance money to landiords on the security of a mortgage of their
landed property, which mortgage may be simple or usufructnary; in
the latter case the property is often leased back fo the mortgagor.
And secondly, it is he who finances the mahajon when he requires
accommodation. Being a big man, he deals as a rule only in big sums,
but there are some sahukars 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
occasionally as low as 4} or as high as 24, according to the security
offered. But a low rate of interest on a mortgage often indinates that

" (%) One is reminded of Lowell's lines—

“I don’t believe in princerple,
But, ch1 I du in mte.relt."
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the moneylender's primary object is to secure the land. In some dis-
tricts in the west, sahukar is the name given to a class of village
mahajans, who work on a system of their own,—one man, one money-
lender. This type of sahukar contracts with his client (asami) to supply
him with money or grain from time to time as he needs it, whilst the
client contracts to deal with no other moneylender.

103. The peripatetic moneylender.—As we bave seen, the village
moneylender, whether bania or mahajen, usually confines his transac-
tions to a definite tract where he is well known, and to a definite
clienttle whom he knows well. But there are also moneylenders who
wander about the country seeking custom, and 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
rupacious in their dealings.

104. The gistwala.—The most important of these "wandering
moneylenders is the gistwala or gistia, who in the western districts
also goes by the name rahiiwala, in Qudh by the nwme ugahiwala, and
in the eastern districts by the names hundiwalea or tharekkar. He
works & system usually known as gist or ugahs,(*®) both words meaning
**instalment.’” The oldest and still the most coramon form of ugahi loan
is one of Rs. 10 repayable in twelve monthly instalments of one rupee
each, which fact supplies 8 sufficient explanation of the system itself.
Recently, as the result of competition amongst the Lucknow ugahiwalas, -
the number of instalments has been reduced from twelve fo eleven.
From accounts given by writers on ethnology(') it seems possible to
conjecture that it was originally 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 organised and most widely spread in the
west of the province, where it is mostly in the bands of a group of Sahus
residing in Moradabad. Their agents roam the country to collect
instalments or make fresh advances, ag far east as Lucknow, as far
west a8 the Jumpa, and even across it into the Punjab. Elsewhere
this gistbandi business is- handled by all sorts of moneylenders,
both in town and country, or by wanderers such as the Kabuli and the
Harhia, presently to be described. It is, in fact, prevalent in almost
every part of the province except the hills, and is growing increasingly

(**) Other names wre dassj (truffic) : rakat, rehii (waior wheel—from the "‘revole-
ing™ mature of the transsctrons). .
(") Bae Crocke, “Tribes and Csttes of North-Wasiern Provincer and Oudh.™ 2. o,

Pohra. Ancther name for Bobrs is Rahti. The Bohras claim to be Paliwal Gewr
Brahmana,
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popuiar. 1Its scope, too, has been enlarged; whereas it was restrictea
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. 200 is not un-
common.

105. The profit that accrues from this gistbandi business is
enormous; on the ten-rupee loan, for instance, it works out at 4444 per
cent. per annum gross, and after allowing for bad debts and other
expenses can rarely be less than 25 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 bim, 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 ternpts 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
readiness to resort to force.'’(**) 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 Joans ip 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 former
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 othe_r inmateg from
leaving it, compel him to feed them, and intimidate him in every possible
way. On the slightest provocation they wﬂ} ass.au]t him, for as one
witness says, the Eabuli’s only argument is his cndggl. .Becently
in the east of the province they have tfaken to something like the
gistbandi system, advancing Rs. 4 or multiples thereqf at seed time and
realizing Rs. 6 at harvest. If the money is no? paid when demanded:
they charge pehal interest at the rate of two pice per rupee per day.
The villagers hate and fear them, thongh they are rarely strong enongh

(") Evidence, vol. IV, p. 45.°
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to resist them; one talugdar has forbidden them to enter his estate and
made himself responsible for any debts due to them by his tenants.

107. The Harhia.—The eastern 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, according to one witness, aleo deal in cattle, They, like the
Kabuli, lend money or sell their animals, and after some months return
‘to demand payment. Their nsual rate of interest works out at 37} pet
cent. for tenm months. If payment is delayed, kheir habit is to sit °
dharng(*") at the door of the debtor; in other words, they picket his
house until he pays. Meantime, they compel all their debtors jointly
da feed them. In short, though they are less violent than the Kabulis,
thev are quite as_troublssome. )

108. The.cattle dealer.-—Beopari is a name given to wandering cattla
dealers. They are mentioned as far east as Partabgarh and as far west
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 Rs. 100.
They also make petty loans at extortionate rates of interest; for instance,
for an advance of Rs. 75 they will demand a total payment of Rs. 150
in three half-yearly instalments.

100. Miscellaneous moneylenders—(1) The Benjara.—Tradition
holds that the Banjaras were originally the grain-carriers of the Mughal-
armies, and in some parts of the province they are still engaged in tha
carrving trade. In the submontane tracts, however, they are grain
dealers, They are also the principal moneylenders of the Tarai and
Bhabar,

() Behwar.—It is said that in some parts of the Meerut district a
new class of moneylenders has arisen, called Behwari. They are
butchers by profession, and are much more exacting in their dealinge
than the ordinary moneylender. They too demand repayment in
instalments : for a loan of Rs. 100 they demand Rs. 200 in four balf-
yearly instalments of Rs. 50 each, with a penal rate of two per cent.
per mensem if the payment of any instalment is delayed.

(8) The pheritala.—There is 8 host of travelling pedlars and hawkers
(pheritwala) who travel round the villages selfng cloth, §picés and other
articles, Though they will accept cash payment, they prefer o sell on
credit, partly to suit their customers, principally to enable them to
charge higher prices.

-

' (") ‘The practice of sitting dherne is commonest amongst Brahmans, and usually
inwolves [esting,—with tha intention of saddiing the debtor with the sin of » Brahman's
doath. Tt ‘3 & practico mads punisbable by the I'enal Code
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(4) The khandsali, or dealer in sugar, in Rohilkhand is also a money-
lender of great rapacity. His method is to advance fo the cultivator a
sum sufficient 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 exorblta.nt but he makes up for it on the price. The
general eifect of the system is that the cultivator hands over all his profits
to the khandsali in return for the means of subsistence and the workmg
capityl required to grow the cane,

(2) The amateurs.

110. Miscellaneous usurers.—In present conditions moneylending
s the only form of investinent: which is both profitable and readily avail-
able to a villager who possesses surplus funds; and it is not, therefore,
surprising that the domain of the professional moneylender has been
invaded by many amateur competitors. There is, firstly, a miscellaneous
horde of petty Shylocks, who neither nee@ nor deserve more than a
passing mention. Pensioners, both civil and military; temple-priests;
petty officials, such as patwaris and schoolmasters; estate servants, such
as ziladars; village servants, such as the Nai; Chamar labourers; Muham-
madan fagirs,—are 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, however, and those the most important, are drawn from the
very classes which supply him with the great majonity of his clients.
The rich landlord lends to the poor landlord, to his own and other
people’s tenants; the rich tenant lends to his own and other landlords,
as well as to his fellow-tenants. 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 mecessarily regard their operations in a some-
what different light. Moneylending to them is not always a mere in-
vestment : it often has an ulterior motive, which may be good or may
be bad.

112. The zamindar moneylender.—The importance of the landlord
a8 a credit agency varies greatly. In the first place, over the province
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 can and do find other investments for their money. Never-
theless, it 15 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 landlorde. Tt
i8 bighest in Sub--Himalays, West (50 per cent.) : over the province s
s whole it amounts to 40 per cent. of the total debt.

118. Transactions between landlord and landlord are probably rare.
If a landlord’s needs are petty, his self-respect will 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
socommodation will invariably seek it from the professional money-
lender. 'When one landlord does lend to another, they are usually co-
sharers or close relatives, and the transaction is made rather as a matter
of friendship than as an investment,—unless, indeed, his ultimate object
18 to extend his landed possessions. -

114. DBut transactions where the lender is & landlord and the bor-
rower a tenant of his own or somebody else’s are common. There are
landlords who regard it as part of their duty to finance their tenants.
One important Oudh talugdar, 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). But most advances of this kind are a
pure matter of business; and obviously the most dangerous creditor’
from whom a tenant can borrow is his own landlord, since the latter
thereby acquires s double hold over the former. If a tenant pays his
rent, but not the interest on his debt, & landlord can sue him in a civil
court. If the tenant pays the interest on his deb$, but not his rent,
‘the landlord can sue in & revenue court. Worse still, the landlord can,
if he chooses, credit all payments to the debt and so keep the tenant
in arrears with his rent, which puts the latter’s crops in his power by
distraint, and gives him the right to eject him if he pleases. Again, there
is evidence before vs showing that occupancy tenants have occasionally
been compelled to surrender their rights in bquidation 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
who refused to pay their rents, compelled them ultimately to execute
8 promissory note for the amount of the arrears, thus enabling him to
proceed against them either in the revenue or civil court as suited him
best. The landlord in this particular case was himself a professional
moneylender, but the practioe is probably not uncommon.

115. The itenant moneylender.—Though thirty years ago there
were possibly stray cases of tenants who lent money, the practice seerna
to have become common in comparatively recent times. At all events,
it is now well established in most parts of the province. The proportion
of the debt financed by tcbants is often considerable. In Budaun, for
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instance, it is put at 48 -per cent. of the total, in Rae Bareli 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 advance
is nearly Rs. 27,000, and 42 per cent. of the total debt. In two Basti
villages 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 fotal 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;(™} secondly, 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 somebody 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 Jand of his own or to
extend his holding; and land hunger drives him fo 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
fall into his hands; more, we have evidence to show that he will even
run into debt himself 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 fields
for himself for the legal period of three or five years. And, to effect his ob-
ject, he will not hesitate to use every trick of the mahajan’s trade. In fact,
after the Eabuli, the tenant in search of land is the most merciless and
exacting of all usurers. The practice does not, as so often alleged,
result in inefficient farming. On the contrary, since the mortgagee
is obviously the better man of the two, the change is often advantageous
so far as the land itself is concerned. But the advantage is bought at
the cost of somebody else’s rnin, of much suffering to somebody else’s
family, ‘and often of bitter ill-feeling. Incidentally, the mortgage of an
occupancy holding, except in certain restricted areas, is entirely illegal,

117. Most agriculturist monevlenders seem to belong eithersto the
Brahman or the Kurmi caste. The former are principally landlords.

(*") These are not necessarily derived from syriculture. Bee Chapter I, paras. 61-
62 and 67-68. -
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the latter principally 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 inherited from relatives who
have been successful in other walks of life. The Kurmi is by far the most
thrifty and one of the most skilful of all cultivating castes. More than
one report has much to say of his good qualities. His own indehtedness
ig generally small. In the five distzicts for which we have returns from
settlement officers as many as 67 per cent. are entirely free from debt.(*")
He generally has money put by at the end of & year. He has hia
ambitions, which are always in the direction of acquiring additional land.
It is reported from one registration office in the Basti district where the.
Kurmis are particularly strong in number, that of the fotal sum which
passes from lender to borrower in & certain tahsil, the Kurmi contributes a.
full half. Other agricultural castes mentioned as lending money are the
Koiris, Muraos, Ahirs and Rajputs. The Koiri and Murao are both,
market gardening castes and make large profits. The Ahir is almost
as skilful a cultivator as the Eurmi, and generally has the advantage of
a subsidiary occupation in dairy farming. Rajput moneylenders are
usually landlords. There are many rich Rajputs in Oudh, but as,
thanks to his extravagant habits and careless cultivation, the Rajput is

probably the most indebted of all castes, the volume of Rajput raoney-
lending cannot be large.

B.—The link between country and town.—Marketing agencies.

118. The beopari.—By the time when the crops are on the thresh-
ing floor the farmer is usually in urgent need of money. His agricultural
debt is at its highest; his rent is due; quite possibly he has bad to
finance some social function or religious ceremony. And both his money-
lender and his landlord are impatiently awaiting payment. Were he to
market his produce bimself he must borrow anew to pay the cost of trans-
port; and, since he canmot eatisfy his creditors till he has himseif sold,
additional interest would accrue on his old debt. As a rule, therefore,
he prefers to sell on the spot to a middleman. It is only a well-to-do
farmer who can afford 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 as the becpari. He may be a grain-dealer
from the nearest mandi. He may be a local trader or mahajan. Very
occasionally he may be the agent of some wholesale grain merchant.

i*) Evidence, vol. II, p. 7.
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But, as often as not, be is himself a farmer, tenant or small landlord
who makes use of his bullock cart in this way to supplement his agricul-
tural income. He is then known as a larhiwan (cartman). Kurmis,
who rarely miss an opportunity of making money, are said to be parti-
cularly active ini this trade. Here, as in the moneylender’'s business,
we find competition between professional and amateur.

119. The beopari, after examining the heaps of grain and the inevit-
able bargaining, settles a price with the farmer. In this he is assisted by
the taula(*?) (village weighman), whose business it is to know the quality
and quantity of grain that every cultivator 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 beopari is often alleged to be a dishonest scoundrel who
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
betfer to accept the beopari’s offer or to market his grain himself.
' The beopari’s main advantage lies in the fact that the farmer wants
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 wounld
fail to secure.

121. At the beginning of the chapter it was pointed out that there
are few moneylenders who do mot combine some other line of business
with moneylending. More important, 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 poini of view; for as our survey passes
from country to town the inter-connexion becomes more and more im-
portant.

122. In this respect the rural credit agencies fall into several
groups.—

(1) Credit agencies with only one rural line of business, apart from
agriculture.—This group includes (a) the gistwala, the sahukar 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; (c)
the miscellaneous amateur wsurers mentioned in para. 110 who all have
secondary occupations, but mone of them connected with trade or com-

(") A village servant apponted by the zemindar. He ''is generally an honest
mlill.nnt' ltml;lst supposed to be so by the gamindar who appoints him.'’ REvidence,
vol. IT, p. .
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merce; (d) the pheriwala who has only one business; (e} most zamindar
moneylenders, namely, the richer men who would regard trade of any
kind as a degrading occupation. -

(%) Agencies with two credit lines of rural business.—The types
. of moneylenders who fall in this group are (a) the village bania, (b) the
Kabuli, (c) the Harhia, (d) the cattle-dealer: all of whom both lend, and
sell some article or another on credit.

(3) Agencies that deal sn rural credit and urban trade in rural com~
modities,—This class consists of (a¢) the mahajan, (b) the tenant money-
- lender, (¢) some zamindar moneylenders, who all follow the trade of
beopari.

These classes, of course, are not absolutely definite. For instance,
there are, no doubt, tenant moneylenders, who are not also beoparis, or
harhias 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 some other form of business. which itself is either directly
or indirectly of a rural character.

123. The arhatia.—Many of our witnesses have referred to the
arhatia,(**) but few have described his functions. @ Moreover, such:
evidence as we do possess is conflicting. Yet, as he is one of the most
important links in our chain of credit agencies, it is necessary to discuss
hie activities at some length.

The word arhatia means ‘‘commission agent’’ and all witness~
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 us that his original
function was *'commission agent in the town of the village mahajan.'" ()
As such, presumably, he fulfilled a dual rdle: he would act as
intermediary between mahajan and sahuker when the former required
financial assistance, and also sel] the mahajen's grain for him.

(3) From Hathras, we are told of two kinds of arkatia. The first,
known as kachcha arhatia, is & mere go-between, whose sole function is-
to introduce the beopari to & purchaser, and to arrange a bargain between
them. He never buys on his own account : he is & 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 mahajan
or mahajans, he has become independent, and competes with his fellows
for the beopari’s custom, on which he establishes a claim by advancing
money to him. The second, who is called pakka arhatia, is a true
vommission agent, the accredited local representative of some whale-
sale firm in a distant centre, who buys (and sells) in his own market on-

™) Also apelt avhlive, arhaliye, arhti.
(**) Evidence, vol. IV, p. #4.
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that firm’s behalf. It follows, of course; that the purchaser to whom
the first type of arhatie introduces the beopari may be, and no doubt
often is, an arhatia of the second type. The great difference between the
two is that the kachcha arhatia’s object is to sell dear, and the pakkas
arhatia’s 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 arhatia or the local grain dealer.(?%)

(8) The pakka arhatia is common everywhere; most large whole-
sale firms have representatives of the kind in all principal distributing
centres. Nor are their functions confined {0 mere buying and selling :
it is they, for instance, who keep their constituents informed of fluctua-
tions of prices.(**) In other trades than grain they never buy on their
own account. Buf the grain arhatia does; or possibly it would be more
correct 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 arhatia feund in some of our evidence, as meaning
the wholesale trade generally. ‘

(4) Other witnesses describe the arhatia. 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 arhatias
-of Bombay and Delhi. In this case the arhatia, as such, holds no stock
of goods, but operates solely on the account of others.

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

124. The beopari on reaching the market takes his wares to a
Jachcha arhatia. He proceeds to find him a purchaser, who may be some
Iocal 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 buyers and sellers, and to bring them together. Beopari, -
arhatia, customer and dallal then meet at the arhaetia’s stall. They
proceed to bargain in a curious manner described in one of our reports,(*")
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 8truck, the wares are weighed and removed direct to the
warehouse of the customer. Before this is done, however, certain charges

(**) The two types of srhalis are also to be found in the Benares mmarkets and
doubtless elsewhere. In Bombay, their varions dutiesa and responsibilities have formed
the subject of High Court rulings. Bee Pollock and Mulla’s Indian Contract Act (1919)
pages 702 et seq.

(*) When I was Director of Civi] Supplies in 1918-19, some of the Cawnpore whole-
sale grain-dealers kept me regularly supplied with information regarding the prices of all
the principal grain marketa in Upper Indis. This information was chtained, ususlly by
wire, from their grhatias in those markets. (F. A. H. B.)

(*") Evidence, vol. II, p. 266.
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have to be paid, partly by the beopari, partly by the kachcha arhatia. They
are described elsewhere; here it will suffice to mention that though
some of them appear to be'legitimate charges in the nature of wages or
‘tips for services tendered, others, especially the charitable or religiods
charges, seem out of place in a business transaction. The kachcha arha-
tia's commission is based on the value of the transaction at the rate of 25
annas per Rs. 100. Ths is not all profit. Apart from certaim
customary payments of the nature of tips, he has to pay the weighman’s
charges, the expenses of his own stall, and especially the expenses -of
entertaining his beopari customers. The last is an important matter..
Competition is 8o keen that the broker must freat a client well if he is
to secure or retain his custom. Heé must supply, we are told, comfort-
able accommodation, good drinking water, and tobacco. The expenses,
therefore, of the arhatia’s business are considerable and his profits by no
means extravagant.

125. The arhatia as @ credit agency.—We have seen that the beopars
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 necessary, 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 retaining the beopari's
custom. As a further incentive, the interest is generally low. And
this process involves considerable risk to the arhatia, since there is
little chance of recovering his dues should he require to do so. The
arhatia 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 says ‘*The big retail dealers purchase cloth direct from Bombay
and Delhi . . . . . through arhatias or commission agents. These
arhatias advance money for the purchase of cloth to the extent of
three, to four-fifths of the amount pufchased . . . . . Delhi
arhatias charge arhat or commission at one per cent., Bombay arhatias
at eight annas per cent . . . . Interest is charged at 7} per
cent. by both."'(*) In other words, these commission agents.
are prepared to finance their customers’ purchases to the extent
of 60 to B0 per cent. of the cost. Again, the arhatia who is acting as
commission agent for some wholesale firm in another centre often affords
credit by purchasing for them with his own funds.

136. The arhatia who is in need of funds can obtain them in vgrious
ways. If money is due to him from firins in other markets in respect
of goods bought on their account, he obtains his money by means of
8 demand Aundi drawn on his debtor. If he needs temporary accommoda-
tion, he sither obtains it from the bank an the security of hypothecated

(*') Bridence, vol. II, p. 46. This rate is low : the minimum is weually 9 per cent.
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goods, or from a sarraf on a hundi, or from one of the larger sahukars
on & promissory note.

127. In Hapur, Hathras, Agra, Meerut and other grain markets in
the west, there are arhatias who have specialized in the business of
agricultural storage in khattis (grain pits), which they use both as a
<credit instroment and a means of speculation. The arhatia in his capa-
city as a grain dealer or as commission agent for some 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 can obtain an
advance from a bank to the extent of 66 per cent. of the value of the
grain thus stored, on which he has to pay interest usually at a rate of 7
fo T} per cent., or 1 per cent. over the bank rate. Khatti speculations,
known by the name of badni ka satta, take the form of contracts for
future delivery and are based on fluctuations of price. It is unnecessary
here to say more of the system either of khattis or of khatti speculation,
which will be found fully described in our evidence.(*%)

128. It is obvious, therefore, that the arhatia fulfils a very important
function in thé credit system. It is chiefly he who ensures that as
soon as the harvest is ready for marketing, the pnoe of it flows directly
and rapidly into the rural areas, where money is badly wanted, thus
enabling the cultivator to pay ofE 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 mcreased as banking facilities have
developed. He is no longer dependent solely on sahukars or sarrafs,
Both joint-stock banks and the Imperial Bank are now willing to
finance him. It is said that in the grain mart of Hapur alone banks
advance over 50 lakhs in the wheat season 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 sehukar, thus shortening the credit chain, and
bringing the sarraf at the top into a relationship only once removed with
the cultivator at the bottom.

C.—Urban credit agencies. (1) Moneylenders,

¥29. The sahukar.—The sehuker may be described as a respectable
moneylender who sPecia.lizes in the making of cash advances against

(*) Evidence, vol. II, pp. 219—21., (Hapur). Evidenve, vol. II, pp. 269.70
(Hathras). We understand that st present banks are advencing up to 78 per oont. cf the
walue of the graia
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1he security of immoveable property, both rural and arban. The nature
of his rural transactions has already been described; and that account
may be taken as applying elso to his urban transactions of the same
kind. He has also, however, two other lines of business. 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 industrjes. It is alleged that he is not above charging
brokerage (nazrana) of 2 to 5 per cent. on a loan when he sees g favourable
opportunity. But generally speaking his transactions are fairly con-
ducted, though his charges are seldom moderate. 'When he himself
needs financial assistance, he seeks it from the sarraf. -

130. The sarraf.—The word sarraf(*°) (anciently spelt shroff) is used
to designate two different types of credit agency, which, following one
of our witnesses, we call the ‘‘small sarraf’’ and the ‘‘kothswal serraf,”
respectively. (!}

(@) The small sarraf is primarily a bullion broker: his main occupa-
tion is to execute orders for ornaments and fo advance gold or silver to
goldsmiths or other citizens who require it, sach 38 the Benares tarkash.
His financial business consists mainly in discounting, rediscounting, and
dealing in hundis of all kinds, but he also lends money on promissory
notes or sarkhats, 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 brassware manufacturers
of Benares. He occasionally receives emall deposits.

(b) The kothiwal sarrafs only handle big business. They deal ia
hundis, advance money to landlords on mortgages of their estates, and
to traders, emall sarrafs, and sahukars on promissory notes, or against
goods, but always in large amounts. They do not deal in bullion as s
rule, but advance money on the security of gold ornaments or jewellery.
‘When in need of additional funds they rediscount the hundis in their
portfolios with the banks, or accept deposits fromr selected clients, on
which they pay interest at rates which vary with the demand or the
#eason.,

It seems, however, that the functions of the sarraf are undergoing
a change, The sarrafi business by. itself no longer pays, as the
result principally of the competition of joint-stock banks, who are now
w‘llling to deal direct with approved traders; whilst the sarraf deals mostly

l")&am!kan&nb:owmddwhnhﬂnhwdmm in mon: -elnnger which
was the principal cocupation of the medieval serref. o8 i

(") The Chamber of Commerce by servef mean the kothiwel sarref, us do most
other witnosses. The witnesses from the Income-tax department, however, use ths term
only of the small sarvaf. Evidence vol. IV, p. 44, and vol. T, pp. 969 and 388 pasmim.
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with the smaller merchanf, who, (so the sarraf himself says}, is not now
as straightforward in his dealings as he used to be. Many sarrafs are.
now looking for fresh lines of business or investment. HBome are acquir-
ing real estate, land or houses; some are taking to commerce, often as
-managing agents of commercial or industrial firms.

131. The kothiwal.—TIt 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 sufficiently large
-scale, whatever the precise nature of its .dealings may be. The Morad-
abad sehu, whose principal line’ of ‘business is moneylending on the
'gist system, the Jain bullion broker of Allahabad, and the Rastogi
financial magnate of Lucknow are all kofhiwals, and their firms are
‘kothis. Most kothis, however, are sarrafi kothis.

132. Miscellaneous urban moneylenders. (1) The gistwala.—The
rural gistbandi system, described above, has been modified to suit 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
other 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 Rs. 20 repayable in 25 monthly or 395 daily instalments. Another
new type has recently been reported from Luckrnow, where the insta)}
ment is two pice per rupee advanced per day for 34 days. The monthly
gists 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 gists, which are
called rojehi or rozai, are restricted to the lower classes, ekka drivers,
hawkers and pedlars of every kind, scavengers and other menials.
Another form of advance, also known as rozai, common amongss
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 & means of raising money is now relatively uncommon in
the villages,—partly, it is said, because the poorer classes, who alone
would be unsable to obtain credit withont such security, possess few orna-
ments; partly becanse a man would not rob his women foll_: 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 as “loan
bureau’’ or ‘‘finance corporation.”” In some paris of the provinces,



( 65 )

pawnbroking seems to have become = speciality of women, especially
widows; for instance, in Muzaffarnagar district, out of some 300 pawn-
brokers over 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 therh a freedom of access to women borrowers that
is denied to men, and also enables them to preserve the secrecy which
all respectable women desire in sueh a matter.

(8) Financing of small industries.—It has been incidentally iuen-
tioned that the sehukar and the sarraf finances a certain number of
pmall industries. Besides those already mentioned, amongst such
industries are Moradabad brass, Agra shoemsaking, some of the’
Yucknow industries, such as kamdani, zardozi and chikan, the Aligarh
lock industry, and various industries in Allahabad. Others, however,
neither require nor receive help from the ordinary moneylender, but are
financed by traders or industrialists directly connected with the industry
itself. The Firozabad glassworkers, for instance, atre principally
financed by the glass manufacturers of the same place, and the ebony-
carvers of Nagina are financed by the traders who supply them with
their wood. The woodcarving industry of Saharanpur is fortunate in
requiring little or no credit of any kind.

(4) Miscellansous moneylenders.—In the town, as in the country,
there are many occasional moneylenders, belonging to all sorts of castes
ond occupations. Mortgages are said to be popular with these usurers,
but they will lend on any security. The total amount of their lendings
ia probably large.
' (2) Banking agencies.

133. Indigenous bankers of the old’ kind.—The distinguishing
characteristic of a banker, as opposed to a moneylender, is accepted to
be the receipt of deposits. As has been mentioned, many sarrafs will
take deposits from selected clients when they themselves are in need
of funds; but these transactions are rather of the nature of loans than
of deposits, since they only occur on the invitation of the sarraf him-
solf. There are some sarrafs who accept deposits more readily than
others; but generally speaking, the sarraf is somewhat averse to this
typs 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 receive fixed deposits %o any large extent, even going so
far as to fix & maximum limit, instead of the minimum limit usually
enforced by joint-stock banks. Tn one case, the limit is Rs. 5,000.
Nor, so far as our evidence goes, is it likely that the sarraf will abandon
his conservatism in the near future. Nevertheless, the dividing line
between moneylender and banker may conveniently be drawn where the

5
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sorraf is willing fo receive deposits when he needs them. The number
of such sarrafs, or indigenous bankers as they may be called to distin-
guish them from ofher sarmfs is estimated to be 237 in elght of the
largest towns of the province. The - figure, .however, is probably
exaggerated; we would puf it at 250 for the whole province.

134. Modern indigenous bankers,—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;
especially, they take deposits both current and fixed, issue pass books
and cheque books, and cash cheques. They work entirely with their
own ca.pital and deposits, and if in need of funds, obtain them either
from other indigenous bankers or, with considerable difficulty, from.
joint-stock banks, who treat them as ordma.ry 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
name 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 publish
no balance-sheet. Seven such banks have been brought to our motice.
Of these, two have their headquarters outside the province; two certainly
and 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 place, at a military cantonment. Of the other four, two are
situated in the hills. '

136. QGovernment treasurers as bankers.—In small districts
_where no branch of a joint-stock bank exists, it is common for the gov-
ernment treasurer to run a small banking business for the benefit mainly
of the government servants stationed in that place. He receives deposits
from them, though usually only on current account; and gives them the
benefit of a pass book and cheque book, though the cheques, of course,
bave only a local currency. The government treasurers are themselves
generally indigenous bapkers of the sarraf type.

137. Military bankers.—The military shroff is a personage well
known to history who, thanks to the readiness with which he lent
money, has been the innocent cause of many an officer’s ruin.(*?y

(**) Whilst making some researches in the old records fdn the India Office
some yesrs ago, I came across papers relating to the estate of an officer who died abous
1830 owing foor lakhs, mostly to a ehrofl. The officer was s captain.—(E. A. H. B))

In 1921, I came across a case of an officer who was psyng ordinary interest tn
s loan st 48 per cent., and pensl interest at 76 per cent., and in 1923, anotberusoola
young afficer who paid Re. 250 for a loan of Rs. 200 repaysble in s month.—(M. L. B.p

7(61 . 952 N3
&o |\
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Nowadays they have developed into bankers, of whom four have come to
our notice. To some of them, such aa the three firms mentioned above,
their military banking is only s part of their business. Others are
- exclusively military bankers, who receive deposits only from the regi-
ment to which they are attachefl, and therefore are similar to the
government treasurers mentioned above.

138. The joint-stock banks.—Any bank registered under the Indian
Companies Act would be called s joint-stock bank, whatever the parti-
cular nature of its business might be. There are 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 the
Allahabad Bank, the Central Bank of India, the Punjab National Bank.
the People’'s Bank of Northern India, the Bank of Bihar, the Muslim
Bank of India, and the Bhargava Commercial Bank. The rest are
provineinl enterprises, of which the most important is the Benares 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 operations. It is sufficient to say that they
do considerable business, not only in providing facilities for the accumu-
lation of savings but for advances and financing the movement of
goods both within the province and between this and other provinces.
They are mainly commercial banks, and will not, of course, undertake
large commitments on the security of immoveable property; experience
hus proved that type of investment to be thoroughly 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 deposits, dealing in hundis and
generally darrying on the ordinary business of a joint-stock bank, seems
to specialise in financing industries and sgriculturists, especially the
latter, on the security of mortgage bonds. This bank, we are told,
- has advanaed no less than Rs. 85,000 in a single village on land mort-
gages, though, for certain reasons connected with recent tenauncy legis-
lation, the profit on such loans has been so much reduced that the bank
has suspended or greatly reduced this part of its business. Despite
the unorthodox nature of its advances it seems to be in flourishing condi-
tiou, and has recently increased its dividend from 9 to 10 per cent.,
whilst deposits have increased appreciably. A complete list of the
banks in the province wil] be found in an Appendix.

139. The exchanges banks.—Only two e2change banks have branches
in this province, both in Cawnpore. ' They are the Chartered Bank of
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Tndia, Australis and China and the National Bank of India. They, of
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 discounting inland bills.

140. The Imperial Bank.—It id unnecessary to say much of the
transactions 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 place where it has a branch.. This
facilitates its remittance and inland exchange operations, and enables it
to keep much smaller cash balances at its branches than would otherwise
be necessary. It also enables it to make full use of any funds that may
be spare from time to time in short-term investments. We are, how-
€ver, 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 : —

(1) The Imperial Bank advances against produce to approved com-
mission agents and dealers at all places where the bark is established.
The rates vary from 7 to 73 per cent., and are related to the official bank
rate.

(#) It provides finance for the movements of produce from the
mandis to the consuming centres, ¢hiefly by purchasing demand drafts
representing the produce despatched from approved customers.

(54) It also finances the movement of produce from distributing
centres to the exzporting 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 benefit of free transfer of funds which they possess is to a very
great extent passed on to the business community.

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

(#) T+ 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 other provinces, but, so far, not
in this. It is 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.—QCovernment credit agencies.

141. The co-operative éredit society.~—The present condition of the
co-operative movement in the province will be considered at length in a
later chapter, which it is neither necessary mor desirable to anticipate.
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It is sufficient to say here that co-operation in this province compared
with other provinces has to a large exfent failed. We quote a brief
passage from the evidence of Mr, Kharegat, the present head of the
department :—*“The best organisation for- supplying credit to the culti-
vators is or et least should be the village co-operative society, which
charges & lower rate of interest than the moneylender and maintains clear
and p_ublic accounts. Unfortunately, they have not made sufficient pro-
gress in this direction for & variety of reasons. To some exient, 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 have had to put up with a
great deal of personal inconvenience and even indignity; that they
vannot 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-
sity and importance of punctuality in repayments and prefer the more
accommodating policy of the moneylender forgetting its ultimate conse-
quences. At the present time, in & great many cases, 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.””(**) 1In short, co-operation
has not only been unsuccessful, but to some extent even positively
injurious.

143. There are in the province 70 co-operative banks with a working
capital of over 85 lakhs of which 23} lakha is share capital, 11} lakhs
constitute the reserve and other funds, 6 lakhs have been borrowed from
societies or other vo-operstive banks, whilst the remainder, 44} lakhs,
has been borrowed from others, being princivallv fize = = nayrs Foy
private individuals. At present co-operative banks have few dealings
with joint-stock banks or the Imperial Bank; and there is no competi-
tion between them. The relations between co-operative banks and
indigenous bankers are harmonious; many of these are directors; others
have placed money in fixed deposit; a few act as treasurers and them-
selves keep the cash balances in current account. 1ndeed, many co-
operative banks depend very largely on the support received from in-
digenous bankers in one form or another. That, of course, is all to the
good. But obviously there is much to be done before co-operation can
take its proper place in the rural eredit system,—a fact which is all
the more important, since we believe that any improvement in that
system depends mainly on more and better co-operation. Fortunately

past failares are not all pure loss; experience keeps s dear school, but
her lessons are effective. And the departnient is on its mettle.

" () Bvidence, vol. II, p. 414,
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. 143. Government.—As a credit agency, government operates in the
rural field mainly by means of loans under the Agriculturists Loans Act
" and the Land Improvement Lioans Act, which loans are known generally
under the name of tagavi. The question will be fully examined in a,
later chapter, and in this case foo, little need be said here. In normal
years the budget provision for such loans averages 12} lakhs. In tumes
of distress the provision is, of course, much larger; for instance, in the
two years 1928-29 and 1929-30, the total amount of tagavi distributed
(almost entirely under the Agriculturists Loans Act) amounted to 190
lakhs. Most witnesses have condemned thé 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. Governmeni also assists the agri-
culturist in bad times by remissions or suspensions of land revenue,
which benefit 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 sbove was
74 lakhs, and the amount suspended 54 lakhs. One witness has des-
cribed suspension of revenue as equivalent to making a temporary loan
without interest. A remission, of course, amounts to a free gift.

144. The Agricultural department also manage a large number of
seed dépdts where the culfivator can obtain improved types of seed,
and repay either in cash or kind as he pleases. He ean, 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
tagavi to buy it. The principal advantage that the cultivator derives
from these dépdts lies in the quality of the seed which they supply.

145. Gowernment also operates to a small extent in the industrial
ficld, by making loans for the purpose of starting new or improving exist-
ing industries. It has often been argued that such intervention is un-,
justifiable; for if the industry is likely to be successful, it could obtain
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 ali system; and the s~
count which we bave new cempleted proves that stetement. Awailable
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credit resources are broken up in small parcels all over the country.
The spheres in which various agencies work overlap. There is' little
or no co-ordination between the various vredit agencies, still less any
conscious attempt to produce it. Nevertheless there is a certain
coherence between the various parts of this shapeless whole. The chain
of rural credit is in theory unbroken from the producer at the bottom,
through the various grades of moneylender up to the serraf. The chain
of trade credit in respect of rural produce is similarly unbroken from
the producer through the beopari, the arhatia up to the sarraf and the
bank. But though the rural chain in normal times may be strong
enongh to hold, yet in bad times it contains many weak links that are
apt easily to break. The resources of both bania and mahajan are
small and easily exhausted, and when that happens, it is difficult to -
replenish them; whilst the resources of the agriculturist moneylender
are automatically reduced to a minimum. Both chains suffer from
possessing too many links; in other words, there are too many middle-
men, somé of whom might disappear with advantage. Finally, ‘the

system is far too complicated, mainly because so many of the credis
agencies have dual functions.
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APPENDIX.

—ist of joint-stock banks in the United Provinces,

Note.—The letter H in the list below means head office; the leiter F mesns privale
joint-stock company. '

Agra Bank, Agra.

Ajodhya Bank; five branches st Allahabad, Benares, Cawnpore.
Fyzabad (H), Lucknow.

Allahabad Bank; 26 branches at Agra, Allahabad (2), 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.

AHahfabad Trading and Banking Corporation, Allahabad.

Aman-o-aman Bank, Gorakhpur (P).

Banking and Ornament Manafacturing Company, Meerut (P}

Banking and Trading Union, Gorakhpur (P).

Bank of Bihar, Bankipore; branch at Benares.

Bareilly Corporation, Bareilly.

Benares Bank; three branches at Agra, Benares (H), Saharanpur.

Bhargava Commercial Bank, Jubbulpore; branch at Agra.

Byopar Sahayak Bank; three branches at Hapur, Meerut (H)
Muzaffarnagar.

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

Co-oi;erative Town Bank, Sultanpar.

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

'Gorakhpur City Bank, Gorakhpur (P).

Imperial Bank; 24 branches at Agra, Aligarh, Allahabad,
Bareilly, Benares, Bulandshahr, Cawnpore, Dehra Dun,
Etawah, Farrukhabad, Fyzabad, Gorakhpar, Hathras,
Jhansi, Lucknow, Meerut, Mirzapur, Moradabad, Mus-
soorie, Muttra, Muzaffarnagar, Naini Tal, Saharanpur, -
Sitapur; and seven pay offices at Amroha, Benares city,
Cawnpore ecity, Ghaziabad, Hapur, Khurja, Lakhimpur.
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Indian Banking Co., Meerut (P).

Lucknow National Bank, Lucknow.

Meerut Bank, Meerut.

Mofassil Bank; two branches at Basti and Gorakhpur (HD.
Muslim Bank o6f India, Lahorg; two branches at Agra and Cawn-

pore.

Muzaffarnagar Bank, Muzoffarnagar.

Naini Tal Bank, Naini Tal, .

Oudh Commercial Bank; two branches -at Ca.wnpore and Fyz-
ebad (H).

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

Punjab National Bank, T.ahore; three branches at Allahabad,
Cawnpore and Meerut.

Radha Swami General Assurance Bank, Agra.
Seth Narayan Buank, Jalesar.

Bhankar Banking and Trading Co., Basti (P).
Buperior Bank, Muzaffarnagar.

Trading and Bankihg House, Lucknow.

Unao Commercial Bank, Unao.

U. P. Trading Bank, Chandausi (P).
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PART IL
AGRICULTURAL DEBT AND CREDIT.

_ CHAPTER 1IV.
THE PRESENT SITUATION IN RESPECT OF PRODUCTION.
A.—Causes, nature and distribution of debt.

147. The inevitability*of agriculiural debt.—In popular opinion
agricultural debt is often regarded as something to be deplored, or even
treprobated. “Yet in no country in the world can agriculture entirely
-dispense with credit, or entirely avoid debt. 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 buiiding,
or to make a well or embankment—, must generally borrow the fixed
-capital that he requires for the purpose. Again, like any other indus-
trialist the farmer must borrow working capital to meet his corrent
requirements; indeed, his need is greater than that of most industrialists,
-girice he must spend money for months on end before he receives any
return. He maust buy his seed and his manure, he must obtain cash to
‘pay his labourers’ wages, to feed and clothe himself and his family. When
the harvest is reaped, and his crops are sold, be will pay his tradesmen,
-and cover 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, 1s 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 can any other farmer in any other country.

148. Difference between agriculture and other industries.—There
-are, however, certain important differences between agricolture and
-other productive industries, which lie at the root of agricultural finance.
Firstly, since a farm is a proprietary or leasehold concern, the credit
available for that concern-is limited to the credit of one man or one
family. Secondly, the farmer’s principal 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-
ceeds of a single crop, or even of several crops. But, 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
fixed capital on the savings of the community at large; for the banks
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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 gecurity so rigid as & land
mortgage is courting disaster, 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 State aid mor
-gociety’s aid, for various reasons, is popu.la.r and for all practical pur-
jposes, the measure of agricultural credit is the amount which one man
-cah induce one other man to lend.

149. Agricultural assets available as security for debt (a) other than
Jand.—Another disability from which the Indian farmer suffers is the
flimsiness of the security which he can offer for his borrowings.

(1) His cattle, both draught and milch animals, are good securily.
But, unless they are particularly valuable, the cultivator always prefers
to sell them outright rather than borrow money on them. The securing
of debt on cattle i§ uncommon, except, perhaps, in the western districts;
though occasionally & debtor holds a lien on an wunborn calf, tbat
practice is also rare.

(2) The standing op fulure crop is a vanishing asset, suitable to
gecure only the shortest of short-term loane; moreover, a farmer can
zarely afford to pledge it for a single debt, since it is the source from
which he must repay all his debts, including his rent.

(8) He can pawn -varions moveable possessions,—his agricultural
gear, his household pots and pans, or the ornaments of his women folk.
But of these the first two will only fetch a few rupees, nor can he d¢
without either for more than a few days at a time. As for ornaments,
only the higher castes possess any considerable quantity; and no caste,
pot even the lowest, would adopt this expedxent except in the last
resort. (')

{4) A possible security for debt is personal service; and thanks to
the great demand for agricultural labourers amongst the higher castes,
such eecurity is valuable. It is, however, uncommon.(?)

« (B Another asset sometimes available to a farmer as security is
the jajmani, the nuture of which has been explained in a former

{*) It in difficuls to judge from the figures M«mmd pwn'ng ornaments

is common or not; for auch debt would always ng‘rded dishonouring and would ac-
oudmglyhomladormmm-ud.()ur i-ken as they were after two yoars of
calamity, ought to show relatively high figurea for such debt ; but that is so in only u &

single
onse—a Meorus village wheve the dobt seoured on mﬂmhmcﬁ pet oont.
©f ihe whole. Evidence, val. IT, p. 218, .

{*) bwa pare. 178,
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chapter.(*) A jajmani_is heritable and fransferable, and we have on
record many cases where it has actually been mortgaged. Its use ae
security, however, is limited to the case where debtor and creditor are
both of the same caste. '

(6) Some tenants and many landlords possess fruif frees; and they,
too, are frequently mortgaged® When the mortgage is on a usufructuary
basis the mortgagee takes the fruit in lieu of interest.

() A farmer’s house property usually consists of a mud but with
a roof of thatch or cheap iiles; only if he is relatively well-to-do will he
possess a more substantial building. The tenant’s house, moreover, is
not his own. It belongs to the landlord and goes with the holding,
and cannot be mortgaged or alienated. Even 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 letting it or selling it”’; and
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-term loans alone, and none of them are freely or
universally used. The last three are suitable 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 frue that the creditor’s real security is his client’s reputatlon
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 acquired a selling value, the most common form: of long-term credit
throughout India has been based on land mortgage. It is available, of
" “course, only to landlords and to a certain special class of tenants whose
right is transferable,—the permanent tenure-holder and fixed-rate
tenant in disiricts under permanent settlement, and the occupancy tenant”
in the single pargana of Kaswar Raja in the Benares district.

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

() A simple mortgage is usually made repayable afier 8 fixed term,
which varies, as & rule, between six months and five years, and rarely

() Chap. II, parus, 7879,
(‘) S8es Chapter III, pars. 95.
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exceeds the higher figure. But the creditor by compounding the interest at
regular intervals and by refusing to accept repayment in instalments,
makes redemption difficult even if the debtor.desires to redeem; and
most landlords are bad payers. The term passes, but the creditor. allows
the debt to run on until it exceeds the value of the land. Then before
the statutory period of limitation (twelve yeafs) expires he puts the
debtor in court, obtains a decree and forces the sale of the property.
Sioce he can bid up to the amount of 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. .

(#)) So iong as the rents and profits of the land transferred are
teken 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 jnterest, and some.,
times only to a part of the inierest, In such circumstances the ‘mort-
goge tontinues indefinitely, and redemption is impossible unless the
debtor possesses other 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 & new mortgage in place of the old. The
most dangerous form of usufructuary mortgage is known as bai b'il wafa
or conditional sale, by which, if the debtor fails to redeer the mortgage
at & fixed date, the land becomes the absolute property of the mort-
gagee, who has 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 resort. Usufructuary
|mortgages seldom have e fixed term; the period of limitation is 60 years.

153. Subleasss.—With the exception of the privileged tenants men- -
tioned above no tenant's right is transferable, and no holding can be
legally mortgaged. But both the oocupancy and the statutory tenant
bave a limited right of subletting : the former may sublet for a period of
five years, the latter for a period of three,—in both cases, provided
he himself has previously cultivated the land in question for s similar
period. And tenants use subleases as a substitute for wusufructuary
mortgages. The mortgngee, in the réle of subtenant, takes over th
land, pays the landlord’s rent, and either cultivates it or re-lets it to
somebody else, very often to the mortgagor himself, at a competitive
rent. The usufruct consists in the first case of the net profit, in the
second of the difference between the two rents; in either case it is
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illegal, rendering both parties liable to ejectment by the landlord; to the-
Webtor it is also highly unprofitable. Since the usufruct is set against
the interest only, the debt at the end of the sublease stands where it did
at the beginning. The tenant is prevented by law from subletting the
same land a second tirmie, until he has cultivated it himself for severnt
vears. At the end of the sublease, therefore, he must redeem the debt
or his creditor will obtain a money decree against him, and force a sale
of his effects.() But with a diminished holding, redemption is difficult;
and the end is often rélinquishment of the land by the debtor and its
lease by the landlord to the creditor. For the change is to the landlord’s
advantage : he gets a better fenant 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.

Eppmpriated towards the interest on the loan. Such a transfer is entirely

154. The illegality of these transactions makes it mnecessary to
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.

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

(2) No pegsant-proprietor who cultivates a holding as tenant of a
fellow-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 the 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 land himself or re-lets it to another, will be-
too small to attract him, especially if the period of the sublease is also
short;-and that, in effect, debars all statutory tenants from carrying out
such transfers, for both in Oudh and Agra their rents are relatively
bigh,(®) and in Agra the period is also only three years. The occu-
pancy rent, on the other band, is low, whilst the period is five years.

(*) SBuch transactions form the subject of two dgcuments, s bond which mentions
the delt but not the transfer, and a snblease which mentions the tmnsfer but not the deht.
A lawsuit, of course, would be brought on the basis of the bond without reference ¢ o the
sullease. .

(") In Agra, however, the margin will increase as time passes, since enhancemept
is possible only at the end of twenty years.
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In practice, therefore, only occupancy tensnis csn enter into such
transactions, In one case from Mutira the rent charged by the mort-
gagee was Rs. 13-8-0 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. 308
on s debt of Rs. 225. Cousidering all the difficalties in the way
“of these transfers we may conclude, in agreement with some of our
most experienced witnesses, that the practice is, on the -whole, uncom-
mon. Stray instances are vecorded from many districts, but they are
never nUMerous.

165. Misuse of land mortgoges as security.—In practice, therefore,
the agriculturist has only two forms of security,—personal gecurity” for
working capital and land mortgage for fixed capital. Of these the former
is not always, the latter is hardly ever, used to cover preductive borrow-
ings. A land mortgage is ususlly execuied when some unsecured debt has
become larger than the lender considers desirable, or else it serves to se-
cuare borrowing far some unproductive purpose which often has no relation:
whatever to agriculture. For in common parlance the term ‘‘agricultural.
debt’ is used as including al) debs, of whatever kind, that is incurred by
au agricuiturist. It includes, for instance, both a loan to build a well
and a losn for & marriage ceremony, borrowings for the purchase of seed
and cattle, and borrowings for food or for the payment of rent. It is
iportant to avoid this confusion. A very considerable proportion of alF
**agricuitural’’ debt is non-agricultural in character; and, if that were
not 80, then agricultural indebtedaess in this province would be a matter
of much less consequence than it is. “*The really impartant point is not the
noture and extent of credit for agricultural purposes or productive uses,,
but the nature and extent of credit for those unproductive and non-agricul-
tural purposes which constitute the majority of objects of borrowings in
India. And it ig in this sense that indebiednesg is 8 curse fo the
country.”’ (")

156. Volume of debt secured on land mortgages.—The material
on which we have based our estimate of land mortgage debt angd the
method of calculation are both described in Appendix I, para-
graphs 1 to 4. The total figure smounts to 70 crores of which
44} crores is the value of simple mortgages snd 254 the value of usufruc--
tuary mortgages. The burden per cultivated acre is Rs. 20, of which-
Rs. 13 represents simple mortgages and Re. 7 usufrueluary mortgages;
| the latter figure compares favourably with the Punjab whers, as the

-

(") Fiolds and Parmere in Ondh, pago 69,
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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
<ultivated acre.(®) As the consideration money for a dand 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 far from being exhansted.
‘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 for 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, Tabie IIT. The figures
for' the first two years are probably misleading, for though 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
Rs. 7,40,46,000. The number of mortgages has only be&n exceeded in
four years, namely, 1919 fo 1921 ang 1926. The average value has
bheen exceeded in 1919, 1922 and 1924 to 1926. In 1927 and 1928 both
the number of mortgages and their value are much below avérage.
Assuming, therefore, that the proportion between land mortgages and
other mortgages is reasonably constant, there is no reason to suppose
that the former are st present increasing. The figure of value was
at its highest in 1926 (783 lakhs); in 1928, it was 726} lakhs,

158. General causes of agricultural indebtedness.—The principal
economic features of the province have been fully described in a previous
chapter. We here recapitulate briefly those which have a special bear-
ing on the present state of agricultural indebtedness.

(1) The province is peculiarly liable to climatic vicissitudes, and
peculiarly susceptible to their results. Agricultural prosperity seldom re-
mains unbroken for long. Allowing for the fact that agrarian calamities
rarely affect the entire province at once, it can be said that, in any given
part of the province, out of fifteen years three are bad and one is

indifferent.

(*y Agricultural Commission’s Report, page 418,
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(2) Over 76 per cent. of the population depends on agriculture for a
living, The denslty 18 great, and, outside the &ill fracts, the pressure of
man on the soil is eVerywhere heavy and in some places intolerable.
ngra,tlon does something to relieve that pressure, but urban industry
is not yet sufficiently developed to draw off any considerable part of the
surplus population from the country to the town.

(8) The average bolding is small. A certain number are large enough
10 enable the farmer to live in reasonable comfort and to store up in
wood years reserves with which he may tide over a period of distress. A
large number of holdings are too small to support a cultivator and
his family, unless he possesses some subsidiary source of income. - Most
boldings, however, are of such a size that the cultivator 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-
tween a crop and & crop; though for an appreciable number the severity
of this struggle is mitigated by the possession of a subsidiary source of
income, ‘

(4) There is little 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 improvement lies in some form of in-
tensive cultivation.

(5} During the last thirty years and more, ‘‘the maintenance of the
law and order, the defining and recording of rights in land, the continu-
ous reduction in the proportion borne by the land revenue demand to the
produce, the rise in the value of that produce and the growth of transfer-
able rights in land have all contributed to enhance the credit of the land-
Lolder.”’(*) We have evidence, which will be discussed elsewhere, that
the most recent rent and revenue legislation in this province has, w
some extent, diminished the landlord’s credit, partly by reducing
the value of land, partly by strengthening the position of the tenaunt; but
this general proposition, as laid down by the Royal Commission on
Agriculture, is still true

(6) Thé same causes whichr have enhanced the cultivator’s credit
have also to some extent euhanced his material prosperity. This is
proved partly by a progressive increass in the number and value of his
possessions such as cattle and other animals, ploughs and carts; partly
t.y the spread of moneylending as a subsidiary occupation amongst culti-
~utors, a fact of which our witnesses have much to say.(**)

Pros— i, s e et

() Agricuhral Commission's Repart, page 131, The ward “‘landiwlder’” as here

tied includes both landlard and tenant.
(**) Quinquennial oattle census returns bear evidence to the incresse in material

poasessions. The last was in 1935, The returns of the census recently taken in Jangary,
1IN0 show » decresse, but Dol so sericus & decrease as might bave been expected after

two bad yours.
6
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(7) But whilst his credit has been increasing the cultivator remains
not only illiterate, but in the broadest sense uneducated. He nof only
is unable to keep accounts, but does not understand the advantage of
keeping them. He does not realise the importance of equating expendi-
ture to income. Meantime, he has to fulfil many religious and social
obligations, to observe various feasts and festivals, to carry out various
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
his standard of living is extremely low.

159. Such is the economic situation of the cultivator of this province,
a sifuation of which indebtedness should be the inevitable result. Every-
thing is against him. Because he is & cultivator he must borrow to secure
his crop. Because his holding is small ard has to support more persons
than it can feed, he must increase his borrowing to keep those persons
alive whilst the crop is in the ground. His caste and his religion compe!
him to borrow a third time to meet the cost of customary festival or
customary eeremony. As his debt grows repayment of it grows more
and more difficult,—until at last some calamity comes upon him,
repayment becomes impossible, and he sinks into a state of chronie
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 type
of debt from which, in practice, the peasant finds it peculiarly difficult tor
free himself effectively.

160. Objects of agricultural borrowing.—The cultivator borrows for
rumerous purposes; our questionnaire mentioned fifteen and our wit-
nesses have added a good many more. The purposes of borrowing vary
considerably in their importance. For instance, agricultural implements
are of a primitive kind and extremely cheap; we are told that Rs. 12
will buy a complete set. Borrowing for agricultural implements, there-
fore, is almost apknown. Similarly, the peasant rarely purchases
manure whether in cash or on credit; all the manure that
he requires comes from his own refuse heap and farmyard.
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.(*") Borrowing to finance litigation or tor
repay old debt or accumulated interest only occurs occasionally; though
the sums involved are usunally large. TFinally, borrowing of fixed capi-
tal to make any sort of improvement, which usually takes the form of a

(")—Manum is also P“I'Cllm_far the potato crop Fu-a_Farrukh-nbt_d.
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well, i8 very uncommon. A single tenant can rarely afford the expense,
wlnlst hig fields are generally so scattered that it is impossible for him
so to site a well as to benefit any large part of his holding; and, when
tenents do build wells, several usually share the cost, and rarely borrow
for the purpose. Landlords occasionally, though far too rarely, make
improvements; but the type of landlord who would do so seldom needs
to borrow.

161, The most common objects of borrowing are :—(1) the purchass
of seed, plough cattle and milch cattle, and the payment of labourers’
woges; (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 calendar.—The best method of realis-
ing the relative importance of these various causes of debt is to follow
the cultivator round his agricultural calendar: <

163. Before the rains break he must provide himself with plough
cattle. Whether he will need to borrow for this purpose or not will
depend almost entirely on the supply of fodder. Where it is plentiful
he will usually have kept his animals and need not borrow at all; but
where fodder is scarce, the farmer usually sells his animals as soon as
he can do without them, and purchases afresh in June. The result is
that borrowing for cattle varies greatly in volume in different parts of
the province. Generally speaking, expenditure on cattle iz greatest in
the east and least in the west. It also varies greatly from time tc
time, for, should the monsocon fail, the consequent shortage of fodder will
drive cultivators to sell their animals, who normally would not have done
%0,

164. From the end of June to the middle of September the farmer
seldom finds it necessary to berrow. He ia busily engaged in preliminary
ploughing for the next rabi and in ploughing, sowing, weeding, and
hoeing his khanif fields. But kharif seed is cheap, and he has still suffi-
cvient spare cash or grain to pay his labourers.

165. From the middle of September to the middle of November is
the busiest period of the entire year, during which the kharif is harvested,
with the exception of the late rice, and the rabi fields are ploughed and
sown. And the cultivator's debt begins to grow. By the middle of
September his stock of food runs short, and he must borrow grain for
his own food and his Iabourers’ wages. He must borrow his rabi seed:
tinally, towards the end of the period he must borrow to pay the kharif

ins_;_rtalgn_eﬂt_g(_nnt for very little of the kharif crop is sold, being reserved
for Tood, and he is consequently short of cash.
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166. From the middle of November till the middle of March the
farmer has heavy expenses to meet. The late rice is being harvested;
the sugarcane crop is being cut and crushed. The rabi crop must re-
ceive one watering, and, unless the winter rains are peculiarly favourable,
a second and possibly a third. At first there will be lLittle need for the
farmer to borrow, for his kharif grain will probably carry him through till
the end of Janmary; but his stocks will then be exhausted, and he must
once more borrow to keep himself, his family, and his labourers alive.

167. Harvesling operations begin about the middle of March and
«nd 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 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 betler grain than he usually eats, and a few luxuries, to enable
him to enjoy the Holi festival. Finally, he will sell his produce, and,
with the proceeds, pay off his short-termn debt, his rent, and, if he is
fucky, at least a part of the interest on his long-ferm debt, too.

168. Distribution of agricultural debt according to objects.—The
nature of the figures on which we bave 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 as a whole in the propor-
tions 30 productive, 34 nnavoidable, and 36 unproductive. The debt

-classed 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 those
economic factors which are mainly responsible for the present
state of agricoltural 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 definitely 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 present
economic situation of the peasant. And if the provincial figures point
out the defects, a comparison with the co-operative figures snggest one
possible remedy. The co-operative percentages are 47 productive, 57
anavoidable and 16 unproductive. In other words, the peasant who is a
memiber of a co-operative credit society, thongh not better off than others,
has learnt the wisdom of spending a good deal more on productive and
good desl less on unproductive purposes. Possibly it would be more



( 85 )

correct to say that, since co-operative credit is strictly controlled, he is
couspelled to be wise, whether he would or no.

169. Classification of agricultural debt by periods.—Strictly speak-
-ing, & Joan should not be classed as long-term unless, at the time when -
it was made, it was agreed between the parties that its recovery should
nctually be spread over a long-term. But in that case, debt would be long-
term or short-term according &8 it was or was not secured on a land mort-
gage, which is a classification of no particular importance; for this is the
only case in which a long term of repayment is ever fixed, and in the case
of other debt, either a short period 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 has been described in Appendix I.

170. In the past economic and financial experts have been content
to sub-divide credit and debt on the basis of duration into two c'asses,
long-term and short-term. But in more recent times it has been re-
. cogniged 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 nome *“‘intermediate’’ has been attached.('”) In the United States
of America special machinery wag introduced by the Agricnltural Credits
Act of 1923 to handle such finance, in the shape of National agricultural
credit corporations and Federal intermediate credit banks, both of which
advance credit on the security of farm produce and live-stock, for a
period that may not excedi three .years. It is not our purpose to sugcfeut
the creation of such organisations: the task of credit reconstruction is
quite sufficiently difficult without introducing this refinement. Never- -
theless, the distinction is convenient, for it enables us to classify separate-
ly certain kinds of debt, which are rarely repaid, or even reparab]e in the
longest period that cun suitably be described as *‘short,” i.e., one year;
but usually are, and certainly ought to be, repaid within three years.

171. Distribution of agriculiural debt by periods.—As explained
in Appendix I, our examination of the distribution of debt by periods is
pased on 33} lakhs of classified debt extracted from our survey reports
- and the evidence of various witnesses. It is necessary, too, to make it
clear that these figures, partly by chance and partly by design, include
» comparatively smail amount of landlord’s debt, or rather of samin-
dar’s s opposed to patlidar’s debi: otherwise the propartion of unpro-
ductive long-term debt would certainly bave been much larger. The

'Y} The Royal Agriculiurel Gunmm n-ed the teru for certain kinds of debt :
Repnr; page 416,
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following table shows the distribution of this sum into long-term, inter-
mediate, and short-term. debt. The figures have been rounded for the

sake of simplicity.

Long: tem:. ! Intermediate Shott-term. Total.
a o ) }
— £ g H 2
Amount. g Amount. | § | Amount.| F | Amouat. g
= I e 1
£ g g g
Ra. Ea. | Ra, Rs.

Productive .. 76,000 21 512,000 15 | 7,791,000 a1 | 132,89,00C 88
[ ]

Unavoidable .. . . 8,856,000 10| 4,64000) 14] 7,99.000 24

Unproduetive.. | 12,69,000 88 . . 12,69,000’ g8

Total .. |1845000] 40| 847000 25]1165000| 85( 3857,000| 100

172. These figureé may be further subdivided.

(1) Productive long-term debt is made up as follows :—
Ks.

{a) Construction of wells .o . . . 12,000
() Building of honses . [ . .. .e 7,000
(¢) Acquisition of land .o . . . 54,000
{d) Acquisition of lour mill .. . . 3,000

The last item represenis a single (unsuocessful) 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 immediate object
of lending, and the ultimate object of acquiring land.(**) ‘*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. 8,569,000 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 (padhans) in the Tarai and Bhabar to induce ten-
ants to settle there, to the extent of Rs. 1,45,000; (¢) & sum of

(**) Chapter III, pars. 116,
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Rs. 8,000 expended on field repairs in the hills, which probably repre-
sents the cost of terracing them.

(3) Productive short-term debt relates to .a variety of objects. L&
is imposgible to distinguish betweeén them with any aceuracy, for in
iany cases the amount borrowed for two or three objects has been shown
a8 a single sum. Of the total amount only 8 lakhs is classified in de-
iail, Using, this as a basis for apportioning the rest of the debt between
various objects we obtain the following figures :—,

Ra.
Beed . . 295000
Other oultuml purposea (prmmpn.!l wages, and to » very
ﬁn extont purchase of manure) y s 2,386,000
Other productive purposes .. .« 170,000

In the Tarai and Bhabar the u.mount borrowed for other agri-
-culfural purposes is Rs. 1,456,000, and just over double the amount
borrowed for seed (Rs. 72,000). In the rest of the province the figures
are reversed; the amount borrowed for seed, (Rs. 2,23,000) is more than
double the amount expended on other agricultural purposes. In this
particular case the variation is,.no doubt, due to the peculiar eircum-
stances of the Tarai and Bbabar; but no explanation has been given
of the figure, and, as it is merely described as “‘expenses of cultivation®
it is impossible to suggest sme. Under ‘‘other productive purposes'
o certain amount of money has been borrowed for the education of
children; the amount is Rs. 1,100 out of Rs. 29,000 for which we have
details. The whole of the rest is described merely as :!‘trade’’, and
doubtless represents advancea taken by agriculturist beoparis from
arhatias. (*4)

(4) Unagvoidable intermediate debt consists entu'ely of borrowings
for the payment of rent and revenue. The sum is large, but there
Lave probably been more borrowings than usual on this account during
the last two unfortunate years,

(5) The unavoidable short-term debt, with the exception of a thon-
eand rupees or so spent on mnaoellnneous purposes, consists entirely of

borrowings for subsistence. This figure, too, is probably larger than
usual a8 the result of recent calammes

(6) Unproductive long-term debt is made up as follows ;==

Ra,
Repayment of old debt ., . - .. 481,000
Expenditire oo social or religious seremonion - «« 580,000
Ezpunditure on litigation, .. . . « 231,000
Miscellancons sxtraveagence .. . . - 7,000

(') See Chapter I1I, pare. 133.
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The figure for litigation gives a false imipression of the litigionsness
of the province. Out 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
mdebtedness inquiries were made by the settlement officer, only 139
bad 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 individusls vary

greatly. Nearly all these debtors belong to the higher castes and many
of them are small landlords.

173. The head ‘“‘miscellaneous extravagance’’ is described by most
witnesses as ‘‘waste’’, and few defails are given. In one case & debt of
Rs. 900 was contracted to buy an elepbant, apparently for mo better
reason than that the family had possessed elephants before.

174. Correction of figures to allow for landlords’ debt.—We have
stated above('%) that the sum of 33} lakbs on which we have based this
discussion includes very little Jandlords’ debt; and we have now {0 modi-
fy our results accordingly. In a subsequent paragraph,('® 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 T4 _per . ceut.
of the whole. The intermediate debt becomes 11 per cent. and the short-
term debt 15 per cent. of the whole.

175. The most striking feature in these figures is the preposterous
discrepancy between productive and unproductive 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
incredible that, for every one rupee spent in this manner, nineteen are
spent on purposes which, however much custom may enjoin them, none-
theless involve extravagance far beyond the means of the debtors. In
a previous paragraph we have mentioned reasons why the peasaniry
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-
iy spend money in this way; that when either a partnership of tenants
or a progressive landiord does carry out any improvement, there is sel-
dom need to borrow for the purpose. These figures, however, suggest

(**) Para. 171
) Para. 0L
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snother and even more important cause, namely, that the cultivator,
who 8t best possesses but a limited amount of credit suitable for long-
ferm debt, has used so much of it for his unproductive borrowings that
he has none available for any more profitable purpose. But, what—

ever th® cause may be, the situation, as disclosed by the figures, is.
highly unsatisfactory.

'176. Effect of unpunctual repayment 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, correspond to observed facts, for the
rural borrower is tradltmnally unpunctual in making repayment. . It
iz this which explains his preference of the moneylender, who is will-
ing to give him almost unlimited grace, to the co-operative society or
Government who insist on payment at due date. He forgets that he
Lar to pay a high price, in the shape of interest, for the grace which:
the moneylender affords him. The result is that a large amount of
debt which is of a short-term nature, uvitimately by lapse of time be-
comes long-term debt. As an example we may quote the figures of &
village in Benares district where the distribution of its debt of
Rs. 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 30
-poax cent. has been running for over one but less than three years, 69
per cent. for periods between 3 and 31- years, and only 1 per cent. for
less than one year. In this village, therefore, most of the short-term debt
has already passed into the next or intermediate stage, and a great deal
more will before long pass into the long-term stage.

177. The nature of this process of evolution is described by many
of our witnesses. The peassnt borrows small sums from time to fime
from the moneylender, which, in the course of a year or two, grow to
n large figure. The moneylender then calculates interest on all of them
and causes the debtor to execute a promissory note for the total, which
beging to run at a fixed rate of interest. Every third year interest is
added to principal, and & new bond is executed for the total amount.
From time to time the debtor will borrow money from one creditor to
pay off another; this substitutes new for old debt, and the process of
evolution commences afresh. In this matter, however, it is possible
to draw & distinction between tenants and landlords. The tenant will
always, if he possibly can, pay off at least his short-tertt"debf punctually,
and, as & rule, only postpones payment whetmm-failed or
some other calamity has occurred. The repayment, no doubt, is often
merely nominal, for a tenant who, having paid off his moneylender, finds
himeelf short of money to pav his rent, will iinmediately borrow again
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for that purpose; but, at all events, the repayment bag stopped accomuia-

Jion.of.inferesk. With the landlord, however, ‘‘time and punctuality are not
matters of importance,’”’ and the progress of his debt from short-term to
long-term is generally unbroken. The total volame of long-termydebt is,
therefore, constantly increasing. But the pace of its increase is greatly
accelerated after a succession of bad years, for at such s time new debt -
is accumulated and repayment of old debt ceases. A case has already
been mentioned of debt which began 81 years ago, just after the severe
famine of 1897-98; and in a report from Basti another debt has been
traced back to 1868, which was also just after a famine. In a third
casé, 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-
ence.

178. Distribution of credit transactions according to medium.—
The credit transactions prevalent in the province may take one of four
forms, according to the medium in which advance and repayment res-
pectively 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 advance is in kind and repayment in cash or in sofe
different kind;

(4) where the advance is in cash or kind and repayment is in
service.

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 por-

«chases on credit. The last may be most charitably regarded as an ad-
vance payment of wages for service; but is usually described, as it pro-
bably is, as a relic of serfdom. It is reported from various places;
but it seems to be most common in Gorakhpur, Basti, Gonda,

and the Tarai, all of them in the submontane tract.(*™ In Basti and
. . !

(*") The following quotation from the Basti Settlement Report of 1891 shows that
at that time serfdom was still in existence. Domariaganj is the north-western tahsil of
Bastl. *The majority of the plonghmen in the north of Domariaganj are still serfs, who
in cons'deration for an advance of cash, have bound themaelves, their wives and children,
40 wor k for their master until the money is repaid. Of course, the money is never repsid
but the condition of the ploagchman is pot one of actual slsvery. The coutract of the
“ anwak " bond would not be enforced by the Courts, and when the sawak: is dimsatisfied
with his employer he simply runs away and takes scrvice elsewhern. The new master
generally takea over the .0w.k debt. A man who keeps s run-away ploughman, and re-
fuses to pay the money owing to his former master, is considered tharoughly dishonest and
is denounced as abe-iman. The price of a ploughman and hin wifc is generally from
Ve 50 10 60.”"—Bast: Settlement Report, 1801, page 39.
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Gonda service is definitely a method of repaying the principal
*of the debt. In the former district, for instance, the debtor
contracts to give his own services or “those of some member
of his family free for a whole year. In the Tarai and Gorakhpur cn
the other hand, the service is occasional and sppears to he in lieu of
interest. In Gorakhpur, for instance, the debtor must plough his credi-
tor's fields with his own bullocks once in each crop-season, or, if he has
no bullocks, perform some other field aork for two days. In Gonda,
it is said, the debtor is often tricked into teking & bond on & very high
rate of interest which he cannot poseibly repay, so that he may subse-
quently be offered the choice of .working off the debt by labour; for
{arm servants are in high demand amongst the high caste agriculturists
of that district.

179. The third class of transaction is common, but probably does
not account for any large part of the total debt. It covers such cases
as the purchase on the instalment system of cattle from the wandering
uattle dealer, or of cloth from the Kabuli, as well as of minor transac-
tions with the village bania. The most curious transactions of this kind
jure sll connected with cattle. In the Tarai and Bhabar, and possibly
uther places, there are cattle-dealers who in payment for plough oxen
receive half the produce of the debior's fields after the village headman
\padhan) has token his share; and in Etawah a loan to purchase a milch
cow is often repaid in ghee at the time of her calvmg, at & rate which
means & profit of between 80 and 40 per cent. ' Elsewhere, there is a
custom known by the name of adh batai, where the price of a cow bought

cn credit takes the form of half the yalue of her male calves.

180. The first two types of transaction account for zll but a very -
emall part of sgncultuml debt. The only advance which is made in
kind and repaid in the same kind is of grain, whether for seed or sub-
sistence. In some places the bisaria (grain-lender) will only agree to
wake an advance in grain if its price is running low; if the price is high,
the debtor must borrow cash to buy it. Ou the other hand, in some
parts of Oudh the bisaria will refuse to accept anything else but grain
in payment, so that the debtor, if he has none of his own, must buy it
to repay his debt. A grain debt is only converted into a cash debt
when repayment has long been delayed, and the amount has accumu-
lated unduly. In Basti the practice of grain advances is said to be dring
out.

181. By far the greatest number and volume of agricultural credit
transactions fall in the first class. Tt includes all long-term debt, whe-
ther productive or unproductive, all intermediate debt for the paymens
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of revenue or rent, n greater part of the debt contracted to purchase
cattle, and a considerable part of short-term debt. There are great .
differences of opiniori amongst our witnesses regarding the proportion
which cash trangactions 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
statistics is explained in Appendix I and need not be repeated. It is,
howover, necessary to draw attention to one very important point which
affects their nature. The figures were all eollected in the months of
February and March of the cwrrent 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 kharif of 1928, the province has suffered a series of
agricultural calamities, resulting in one crop failure after another. There
is reason for hoping that thjs period has come to an end with the
present rabi; but debt must meantime have been accumulating as the
result of the peasant’s diminished ability to repay. Secondly, during
the last two years Government had advanced about 190 lakhs of taqav:.
probably the highest figure on record since the famine of 1907-08; and
though much had been repaid before the end of March, well over a
crore was still due, whilst the normal outstandings would generally be
about 20 lakhs. Thirdly, the Indian Child Marriage Act, better known as
the Sarda Act, came into force on April 1, 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
piace belcre the end of March which would otherwise bave been delayed,
with the result that marriage debt too must have been unusually bugh.
In shert, it seems certain that our statistics, instead of representisg a
normal state of affairs, constitute a record. On the other hand, it also
seems certain that an unusually large proportion of the debt in existence
at this time, probably not less than 50 per cent. as against the normal

(%) Bee Evidence, Val. II, p. 4.
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35 per cent., ("% represents short-term borrowings either for seed or for
subsistence, which would be repaid after the first good crop, so that of

this debt probably ome half has already been repaid at the time of
writing,(*) or will shortly be repaid.

183. Debt-free and indebied among tenanis,and peasant proprie-
tors.—The statistics recorded by settlement officers during the course
of the economic 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 :—

R o

Dubt-fros. | Lodebted,

Distriot.
Number | eccentage. {Number.! Percentage.
Partabgark “ . o | o 7 4,477 29
Bara Bauki . . . T7.445 63 8,976 85
Luoknow .. . . . 2,873 63 1,678 37
Unso . . e . 1,914 11 1,569 5
Rae Bareli .- . . 8,089 48 4,084 67
Boduua . Cee | 2,482 a8 1,571 43
Total - o | 2us90 61 158401 - 89

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
paine 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
Appendiz I. Our own statistics, however, merely serve to corroborate
those collected by the settlement officers. The following table shows

the fisures for the eight natural divisions and for the province as &
whole :— ‘

Debt free * lndebted,
Division,
Number.] Percentage |Nomber.| Percentags.
Bl
Himalays, West .. - N 1 ar 289 s
Subd-Himelays, Weak . -t 68d + 1,86 80
Iado-Ganotic Plain, Weat ., . 8,605 33 7.395 64
indo-Gangetie Plain, Qsntral.. .- 6,918 49 7.588 53
Osnteal India Plateau 1Y .. 2,36 a7 5,338 [ )
Kast Satpuras .. T . 163 BT 135 43
Sub-Hirmala ya, Ruash . . 54T 53 4,415 43
Indo-Gangelio Plain, Bast .. . 8,450 11 2,954 39
Total W] e |anss 54

(**) See pars. 171,

) May Mth, :

'} For a full discomion of these statistion see Bridence, vol. IT, p. 3. They are
ahlﬂmdhin&mdixl.rm& .

() Hia reoarks will be lound in Evidence, vol. II, pp. 3 of seq.
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Our figures no doubt are generally smaller than the seftlement figures.
For this difference, there are adequate causes.

(1} During the interval between the collection 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 were collected at a time when it was relatively low.

(3) Five at least out of the six settlement districts are prosperouns
above the average,—a fact made abundantly clear by the arguments given
in evidence,(**) and corroborated by their relatively light burden of debt
as disclosed by our own figures.

184. The first two of these assertions are supported by a eompari-

son between the earlier and later returns in respect of the six settle-
ment districts. The figures are given in the table helow :-—

Percentage of debt-free,
District.

Earlier Later

figures. figures,
Partabgarh .. .- . .. 7 49
Bara Banki .. . . .. 85 56
Lucknow 68 8T
Unao .. e . 55 47
Bao Bareli .- .. . .e 43 48
Budaun . .- .- t8 67

It will be noticed that in four districts out of the six, the position
is considerably worse now than it was wien the settlement officers
reported. In the two where the position has ostensibly improved, there
are special causes. In Budaon our own retorns relate only to a very
small number of persons, whilst in Rae Bareli the settlement officer’s
figures were upset by an amazingly large amount of lit.igation debt.(**¥

(2*) Evidence, vol. II, p. 8.
(™) Bee paragraph 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 ig left for scepticism.
regarding their accuracy. Debt is so common 8 phenomenon amongst
the peasantry, that indebtedness carries no stigma with it. There are
poseibly 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 practical
reasons for not disclosing the whole amount of his debt. But we can
scarcely believe that any debtor’s natural reticence would carry him
so 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 owmr
statistics by the revenue staff, namely the patwari and his superior,
the supervieor ganungo. These officers, especially the former, are
intimately acquainted with the villagers and, though they might not be
able to state the exact extent of any particular villager’s indebtedness,
would certainly be able to confute any debtor who asserted that he was
free from debt, and as certainly would refuse to give effect to that
statement in any records that they were zompiling. Indeed, in 99 cases
out of 100 where a bond had passed the scribe would be the patwark
himself.(**) Prima facie, therefore, there seems no reason whatever
to doubt the accuracy of the debt-free figures, however much they may
run counter to the accepted idens on the subject:(®**) though, as ex-
plained in the next paragraph, freedom from debt is not always a matter

for congratulation.

186. Distribution of debt by holdings.—(a) The debt-free.—In
table V, the debt of tenants and peasant proprietors(*) has been

{*) SBimilar arguments apply (o the census returns. One of the greatest safe-
guards of the sccuracy of those returns is the fact that they are sither collected or
examined by the patwari who can from his own kuowledge correct any misstatement
of fact that may be made.

{*') Another line of argument has been suggested to us as supporting the sccuracy
of these statistios of debt. The aversge viliager is generally suspicions of official de-
nisuds for inlormation of an unusual kind, ss & demand for information regarding debt
would be. He ia apt in such & cass to ask himaelf the old question *‘cui bons'* (who wonld
benefit); and he ia equally apt to fumish only such and ss much information as he
Minks will bensfit himsell. As the time when thess inquiries were made, the villager
had only recently, and partly, emerged from s period of adversity, during which Govern-
ment !\.d rendervd an unusual amount of wasistance both in the shape of tagaes and
Famissiona or suspensions of rent and revenue; for which assistance be was after his
own fashion greteful. But gratitude is u lively sense of future favours, and in such
tircumatances, he may well bave suppoied that the -curiosity of a government ofScer
regurding hia debt was a prosage of further conosssions of the same kind; in which case,
of ooures, he would bave been more likely to esaggerate than minimise his debt.

(*") For a definition of this term in this connexion, ses Appendix I, para. 15.
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«distributed according to the size of their holdings. Heldings have been’
arranged in four groups, (1) less than 5 acres, (2} between 5 and 10
acres, (3) between 10 and 20 acres 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 first 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, represents
46 per cent. in each group.

187. This Tesulf is again prima facie contrary toc expectation. One
‘would have naturally supposed that the proportion of debt-free would
"have varied directly with the size of the holdings, and that there would
‘have been relatively fewest of them in the first group and most in the
fourth. . The explanation, however, is not far to seek.

(1) It is amongst the small holders that are chiefly to be found
‘those villagers who possess a subsidiary occupation; for instance, the
village-artisans, such as the blacksmith and carpenter; the village servants,
such as the barber, the tanner, the kahar and the priest; the farm ser-
wvant, such as the plonghman or cattle-herd. All of these usually possess
only small holdings, but because they possess other resources are often
better off than cyltivators with larger holdings. And, indeed, it is pro-
bably more correct to say that in these cases agriculture is not the..
; Rx;img_but the secondary occupation.

) (2) Members of market gardening castes such ag the Koiri or Murao
<usually have only small Eoldings, 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-
come, bub to an insufficiency of credit: a peasant, especially a very
jpoor peasait, may be free from debt merely because nobody is willing
10 lend to him. Such cases would naturally be confined to small holders.
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188. (b} Ths debtors.—The distribution of debt according to the
size of the holdings in the province as & whole may be tabulated 4a
follows :—

' - Perceantage of—
. . Debt
Clam. ‘ - a or
* Debtors, Debt, _ ebtcr,
Rs.
I LN ] LX) LX) an L] . 51 sa lm
II .. .- .- - . 28 a7 167
III LR nw an ap L] 1‘ gs i 97!
Iv as -0 an "o [ B ) 7 18 ‘s'T

These figures prove that whilst the largest number of debtors is
found amongst the peasants with the smallest holdings, debt is heaviest
amongst those with the largest. Both results are ratural enough. Few
small farmers can work except on credit, whilst the big farmers, though
they may possess larger resources of their own, yet have more extensive
operations to finance. On the other hand, it is probable that s relatively
large part of the small holder’s debi is either productive or unavoidable,
whilst as the high caste tenants usually have more than their fair
share of the larger holdings, a relatively la.rge part of the large holder’s
debt will be unproductive.

189. Of these results, the second is observed not only in the
province as & whole, but also in smaller areas. Of every natural divi-
sion, excluding the hill tracts, it is true that the larger the holding the
heavier the debt. It is also true of 83 out of the 44 plains districts. It
is not, however, so universally true that the largest number of debtors
is to be found amongst the tenants with the smallest holdings. The
number is largest in the second group in three districts of Sub-Himalaya,
‘West, in seven districts in the western Indo-Gangetic Plain, and in the
four districts of the Central India Plateau. These are all districts where
the average holding is rala’tnvely large. It can, however, be asserted
.that the number of debtors in the two lower groups taken together is
always infinitely larger than the number of debtors in the two higher. -

190. Debt and the economic holding.—In a previous chapter(*")
we sub-divided the province outside the hills into five tracta according
to the sire of the average holding, and also calculated, on the basis of

~ (') Chapter LI, pars. 0G, e sog.

Y
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dverages, the minimum economic holding for each tract. We have now
to consider the burden of debt on the holding by the produce of which
it is secured, which involves a further consideration of that indeterminate
eoncept, the -economic holding: For-indeterminate it certainly is. As
we have pointed out, it is subject to many causes of variation, tde
nature and location -of the holding, the caste, customs and skill of the
cultivator, his standard of comfort. It is scarcely an exaggeration to
say that there are as many economic holdings as there are cultivators.
An economi¢ holding, in a word, is an economist’s abstraction. It is an
amalgam of averages,—average distribution of soils, average cropping,
average oufturn and prices, with an average tenant paying an average
rent, possessing an average family, and incwTing average expenditure.
Yet some of these averages involve hopeless impossibilities. A cropping,
for instance, which is possible in a million acres will be impossible in a
holding of three acres.(*®)_ Again, the number of members in the
average family is 4'6, which is plainly ridiculous; whilst the average
tenant has no more real exisience than Professor Marshall's ‘‘economic
man.”’ Nevertheless, an ‘‘economic holding’’ has its uses, at all events
for the purposes of argument, since it fixes a point round which argu-
aent 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
mumber of holdings which are below and gbove the mini-
mum economic holding. 'We have assumed that in each holdings
group, the debt-free holdings are 46 per cent. of the total. We then get
the figures given in the table below ;-

| . .

Number of holdings jn— ot Misimum

‘Track. o economic
Group | Group | Group | Group |77 ber,| holding
Lol |t | | (aores).
Sonthern .. .. 2,218 2,164 1,808 1119 7,102 a8
Waestern .. v 2,466 | 8814 | 9,466 888 1 8,694 5°0
North Central .o . 5,808 3916 1,072 406 | 10,52 47
South Oentral . P [ 7,897 8,854 1,338 545 | 19,557 47
Hagfern s - 8,024 2,954 7 808 § 11,308 40

The results of these figures are as follows:—

(1) The firsi group represents holdings of under 5 acres. It follows,
‘therefore, that in the westerni and southern tracts all the ‘holdings in
the first group are 'below the minimum economic figure, whilet in the
other tracts nearly all are-either at that figure or below it.

(°*) For instance, the rice ares in the "econmmic holding’ of s district ke Mcerot
would be about the size of a billiard table,




(G

(2) In the southern tract, sll the holdings in the second group aré
also at or below the minimum economic figure..

(3) The rest of the cultivators in group II, and those in group ITL
in the southern tract possess holdings at or somewhat above the minimum
economio holding, have a certain surplus in good years and may be
regarded a8 fairly well off except in bad times. The number of these
is 138,241 or 26 per cent. of the whole.

(4) The remainder, consisting of all the holdmfrs in group IT1
except in the southern tract, and the cultivators in group IV, may be
regarded as well off in a greater or less degree. Their number is 8,943
or 18 per cent. of the total.

192, The position can now be summarized thus. Of all tenants
and peasunt proprietors (a) 18 per cent. can be regarded as well-fo-do, of
whom 8 per cent. are free from debt, (b) 26 -per cent. can secure in a-
good year & margin to carry them over @ bad year, of whom 12 per cend.
either by reason of greater thrift or the possession of some subsidiary
occupation are free from debt, (c) 56 per cent. possess holdings 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
obviously have some difficulty to keep their heads above water.

193. In & former chapter(*®) we divided the tenants according to-
their sconomic circumstances into three classes: We stated—

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

{2) that the number of tenants who possess holdings of the
average size or above it is smaller than that in the former
class;

{3) that the great majority of cultivators either possess holdings
at or just above the economic level, or possess uneconomic
holdings with a subsidiary occupation.

‘We can now prove these general assertions by definite fizures. The
pronortion falling in the first class is 30 per cent. The proportion
falling in the second class is 18 per cent. The third class consists of
Jhe majority, viz., 53 per cent.(*')

194. Burden of debt per acre.—But if the amount of debt paid by
the smaller holder is not so great a8 that pand by his wealthlar fellown,,

{**) Chapter II, pars. 64.

*') The 30 per cent. represents those in para. 199(e) that are pot debt frev; the
22 per cent. Tepredents the rest of those in para. 193(c) plug thoss in para. 192(b). .
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thers 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 ie
normal for the tract to which 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 experiment then be sub-divided
between. the various groups. On this basis we arrive at the following

gores :— L A - I

i
Group 1. Group II, Group 111, Group IV,

Traot. .
Average 'Debt per|Average | Debt per|Average Debtp :.]. verage Debtpor
holdmg.i acre, |holding.| acrs, lholding.| mcre holding.l acra,

Bouthern: an 46 170 9°5 g2 150 0°8 886 68
Western .. 40 268 7°0 28°8 12°0| 2171 2701 1870
North Central .. 4°0 22'6 70 18°4 12'0| 13'3 240 | 16°8
Bonth Central .. 2's ‘ 894 80 25'9 10'0 | 980°7 20°0 | B1'8
Eastern e 22 ; 59°1 60 5'5'74 10°0| 67°0 2070 584
- g t—58% -4 34—

These figures show that 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

permanent tenure-holders and fixed-rate tenants whose holdings are
transferable,—a fact which greatly increases their credit and with it
the temptation fo run into debt. The general conclusion, therefore,

" is that the emall holder, though he may owe relatively less than his

more prosperous fellows, has nevertheless to bear, relatively to his
economic circumstances, a far heavier burden of debt than they. And
this disquieting conclusion is only partly mitigated by the fact that
o relatively low proportion of the small holder’s debt is long-term; for,
as has been explained elsewhere, short-term debt, if al_lowed to accumu-
late, is apt, as the result of the moneylender's eccentricities, to become
long-term debt.

195. Burden of debt in terms of rent.—In Table VI debti is com-
pared with rent and arranged in three classes according as (1) the debt
is less than one year’s 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 classification affords
an excellent measure of the burden of debt. *‘Writing in 1911, Mr. More-
land stated that the rent paid by a non-occupancy tenant was betweens
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10 and 20 per cent. of the value of the gross produce of his holding.
Bince then both rents and prices of produce have risen, but the latter
have ricen relatively much higher than the former, the growth of which
has further been artificially retarded by the a;cqmrement 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
vent can be regarded ss lightly indebted, since in almost any circum-
stances, except an agricultural calamity, he would always be able to
pay off the debt at almost any moment without inconvenience. A
tenant who owes more than one year's rent but less than two yea.ra is
moderately indebted; but if he owes a sum greater than two years’ rent,
he is undoubtedly heavily indebted.”’ (**)

198. Over the province as a whole the figures are as follows ;:—
Number of tenantr. Pueg:hgn

Debi-Iras ' »a . na . e ﬂ .

Indcbted for leas than one ysar's rent . 6.109 12
Between one and $wo yeazs' remé .. 548 10
Over 4wo yearm' rent . . A6101 82

We may regard the debt-free and those who owe less than one
year's rent as ‘‘unemcumbered,” the others ag ‘‘encumbered.’’ The
unencumbered then amount to B8 per cent. of the whole and the en-
cumbered to_43 por cent, These figures are much less favourable than
*those recorded by the settlement officers in the six districts mentioned
in paragraph 183, where the figures were 76 unencumbered and 24 en-
cumbered. The cause is once more, Ffirstly, the agricultural calamities
of recent years which have resulted in the accummmebﬁﬁaﬁ
secondly, the fact that at the time when the figures were collected debt

waa at ita highest.

197. In the following table we compare the settlement figures snd
our own in respect of the six settlement districts :—

Unencombered. Encumbrred.
Distriot. '
Seitlement | Present |Settlement Presant
figures. - | figures, figares. |- figures,
Partabgerh., . 211 63 19 87
Bars Bauki . Bl 11 19 97
Lucknow .. s - 9 b3 - [T
Uano ue . i 67 81 83
Rae Baull . 68 67 1Y a3
hd‘“n (1] - _W '50 8 m

(**) Evidence, val, II, p. 3.
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The same variation is observable here as in the case of the figures
in paragraph 183, and is due to thé same causes. The figures by nalurab
dlvmlons are as follows e

Division. Ogenwm- | Bncum.
Himslays, West .. . . L e 64 86
" Bub-Himalays, West . . . .. 48 52
Indo-Gangetio Plain, Wess . - . 43 57
Indo-Gangetio Plain, Central .. . 65 85
Central India Flatesn .- . v . 14 56
East Baﬁmfus . . . . . 69 31
Sub-Himalaya, East T . . . 6J 10
Indo-Gangetic Plain, East .. .. . .| 83

The number of encumbered cultivators exceeds the number of un-
éncumbered only in thé three divisions Sub-Himalaya, West, Indo- .
Gangetm Plain, West, and Central India Platean. These are the divi~
sions which have suffered most severely from the calamities of recent

years.

198. Freedom from debt and indebtedness amongst landlords.—
From an economic point of view the circumstances of the smal péasant
proprietor or pattider are similar to those of the ordinary tenant, and the
figures relating to both were accordingly amalgamated. The large land-
lord, however, the zamindar properly so called, whether a single person or
a joint family, who owns an entire village or a definable part of a village,
stands in an entirely different category. The statistics relating to him will
be found in table VII. These figures relate to 3,636 landlords, of whom
1,614 or 45 per cent. are debt-free. The rest are shown as owing be-
tween them about Rs. 41,06,000 round,—an average of Rs. 4,050 per
debtor. On a consideration of the detailed figures we have estimated that
20 lakhs 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, the
average debt of the former is nearly 24 times as large as that of the
latter. Remembering the landlord’s far greater wealth, we can only
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attribute this result to his extravagance, born of & desire to maintain his
social position and prestige. - -

Little cah be made of the local distributioti ' of this landlords™
debt. In any single district the number of landlords' concemed +ary
from 2 in Shahjahanpur to 333 in Basti, whilst the debt per debtor
varies from Rs. 11,980 in Agra and Rs. 11,5569 in Bard Banld to
Ras. 44 in Kumaun and Rs. 142 id Budaun. The high figures ih the two
former places were due to the discovery of & few mortgage deeds for
very high valuations. Nor indeed do the variations have much mean-
ing. They depend less on the debtors’ own idiosyncracies than on the
amount that our investigators have been able to discover about them:
For the province as 8 whole, however, the figures are sufficiently large
and sufficiently widespread to serve, in conjunction with other inform-
ation, 28 & basis for estimating the total volume of debt.

199, Distribution of debt by caste.—Table IX shows the distri-
bution of debt by caste groups for both landlords and tenants together.
The plovmcml figures are as given in the table below. The figures of
debt are in thousands of rupees :—

Number of persone. f )
Percent- i g
. Asnount Debt | Debt
Ounsta group, Dkt of . :g: :i‘ ;;:r per
!:.:: Indﬂb.‘d. debl. d‘bi. dﬂ tor. person.
I.—Bigh oastes .. ] tvaso] 90| sesr, | 68 6| 26
IT.—Good agriculturaloastes .. | Boos| 7asr| 1w, | 1¢ 163 91
IXl=—Muarket gardening onstea.. 1,845 2010 2,60, 3 139 77
IV.Low agrloviturai oastes .. [ 8448]  qa1v] agn, 5 B 86
V.—Non-agriculiursl enstes .. Li10 L+ .79, 8 536 144
V1 —Other oastea .. | ssml eow| sas v 185 s
e
Total o | 84968| 29867 ] s8er, | 1@ ass | 1sa
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This table proves to demonstration how large a part of the total debt.
falls, and how heavy its burden is, on the high castes.(*3) 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 far the greater part of the
landlord debt. If the. 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
ihat the balance of their debt, some 48} lakhs, is due to their social
position and the expenditure which it entails. The lowest figures, as
might, be expected, are those 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
next to that of the high castes. Om the other hand, as might be expected
since this class contains such professional moneyleriders as are also
agriculturists, only a small proportion, eome 38 per cent., are indebted *
at all. The proportion of indebted and debt-free in the various groups
is as follows :— ,

Percouiage of—
~ Caste group,”” T i v i
. Debt-fres. . Indebted.
-
1 . . . . . 45 53
1 . . . - . 14 56 .

I . . - . -] 0 60
IV ae .s .e . . 44 56
v .. .- . - L. 63 88
vl e . . . .. . 50 5
Total .e 48 5%

Except in the non-agricultural group the variations are small.

200. Distribution of debt by moneylenders.—Table VILI shows the
amount of debt due to each particular class of moneylender, namely, the
village and fown moneylenders, landiords, tenants, Government
and the co-operative credit societies. There is also a class described as

- - {*) The high castee concernsd are Brshmans, Rajputs, Musslman Rajputs, Baiyids,.
Bha:khl and Patbsos.
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“‘unclessified”’, an explanation of which will be found in Appendix.(*%}
The distribution is as in the following table :— .

Description, _Amount, Peroantaga.
Ra,
Village moneylonders s ‘e 4,506,479 'Bg ;.5
Town monsyleuders.. . . 25 03,871
Landlorda . . e 85,12,927 _F.ﬂ‘
Tenants .. . .e . 12,10,549 &_'I
Dovororative eradit sooloties . 72508 5
Co=operative crodit m cties ., NEA :
Unclassifitd . . s 5,01,676 57
Total 8B8,47,176 as

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 ogriculturists. To the extent of well over half the total debt the
agricultural population, taken as a whole, can finance itself. The pro-
fessional moneylender only provides 33'4 per cent. of the credit, or
with the unclassified debt (which probably also belongs to him for the
main part), 891 per ceni. The proportion provided by Government is
trivial; even so, it is approximately 15 times as large as it normally
would be. The most unsatisfactory featuré is the small part played in
providing credit by the co-operative department. A percentage of §'3
can only be regarded as paltry.

Even 80 for the province as & whole the figure is exaggérated. The
total amount advanced during 1928-29 was only 43 lakhs or above 18
of our estimate of the total debt of tenants and pessant proprietors.

201. Estimate of volume of debt.—Our estimate of the total rural
debt of the province, in which we include the debt not only of landlords
and tenants but also of agricultural labourers of all kinds, is_124 crores.
The method in which we have arrived at this estimate bas been fuily
described in Appendix II. We have only to add that a cross-check
based on the recorded figures of tagavi supports the estimate so.
far as the debt of tenants and peasant-proprietors is concerned. This
works out almost exactly to Rs. 85 per head of rural population, and is
9} times the average revenue of the province.

B.—Nature and distribution of credit.

902. The nature of agricultural eredit.-—The different classes of
rural credit agency were fully described in Chapter 11I. We have still,
however, to give an account of their business methods, of the relations
between them and their clients, of the distribntion of debt between

(**) Soo pars. lile).
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the various classes of them, and of the volume of credit available. Tt
will be convenient first t6 restate brieﬂy what has already been said
about these agencies. Rural credit agencies fall into two main classes,
whom we have distinguished under the names of professlonal and
amateur. Of professional money-lenders there are four main t{ypes:—

(1} The village bania 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) The village mahajan’s transactions are always loans in the
correct sense of the word and not credit sales. He deals in money and
rarely in any kind but grain. He possesses a much larger capital tham
the village bania and operates in a definite but mnch larger area, vary-

(3) The sahukat as compared with the vlllage mahajan is some-
thing of a magndte. He is ésgentially. a city businessman operating
in rural and urban areas alike. His dealings are confined mostly to-
land mortgages and to the financing of village mahajans,

(4) The peripatetic moneylender wanders the country seeking:
custom, and will deal with anybody whether he knows him or not. Of
these wandering usurers the most important is the gistwala, who
operates all over the province. He works on a system of equated instal-
ments usually known as gist; a gist is a loan of Rs. 8 or Rs. 10 repay-
able 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 & few minor kinds of professionals : the banjara:
grain dealer of the ‘submontane tracts, the behwari moneylenders of
the ‘western districts, a host of travelling pedlars and hawkers who sell’
on credit, and finally the khandsali or dealer in sugar, who seems fo-
be found only in Rohilkhand.
~ The amateur moneylenders are mostly landlords or tenants who,.
possessing surplus resources, use them fo finance their fellow cultiva--
tors. Apart from thess, there are also a crowd of petty amateur nsurers-
of all sorts, for moneylending at the present day appears to be the:
favourite subsidiary occupation of any villager who can boast of s little-
capital.

k 203. It has already been stated that there ias mo such thing as a
system of agricultudal credit(®*). Most types of credit agency are-
represented, most forms of credit transaction are pra.ctlsed Not only

¢*) Chapter III, pars. 96.
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g0, but the methods of monéylending are infinitely diverse. Rates of
interest, documeénts, incidental charges, the manner of renewal or repay--
ment, all vary, and not only in one direction. They vary with.
the 1dmsyncrac:es of the moneylender himself, with the circum--
stances of the debtor, with the nature of the security, with the locality.
It is mposmble to give a systematic account of agricultural credit-
because there is no system; as the agencies, so the methods. The-

only possible procedure is to describe the various types of transactioms
one by one.

204, Loans in grain.—As has already been explained, frain is-
borrowed both for seed and for food. The date for repayment is in both:
cases the next harvest. In Basti it seemns that no interest is charged
on-such loans if punctually repaid; but that is an exceptional arrangement-
in & tract where the practice of grain loans is said to 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 deorha. Of the-
two rates the former is the commoner, except in Qudh. Where the-
advance and the repayment are both made in grain without reference to-
value, these rates are not so high as they seem at first sight, for the-
harvest price is invariably below any preceding price in the previous six
months. Tronsactions in this particular form are common amongst pro--
fessional grainlenders {bisaria), or amongst landlords of the type that lend
to their tenants as a matter rather of duty than of profit,—a type less-
uncommon than might be supposed. One landlord is mentioned who-
lends as much as 4,000 maunds for a single crop, and not only takes.
repayment in kind without reference to value, but only charges a rate-
of 12} per cent. or half sawai. With such a rate he must generally

“either reap no profit at all or a trivial profit.

205. Another common practice amongst grainlenders is thus des-
cribed by Dr. Jain :—*“The moneylenders . . . . . convert the value of”
the loan from kind into coin at the current market price . . . . . - They
note in their bahis this price and also the amount of corn .
advanced, add to this the interest and receive back the principal nnd
interest, again in kind, after converting the cash entry into grain.”(**»-
An example will make the transaction clear. The debtor borrows one.
maund of grain, of which the current market price is Rs. 5; the entry
in the ledger is then one maund at Rs. 5. When the time for repay--
ment comes the amount demanded is grain to the value of Rs. 6-4-0¢
at harvest price. Bupposing that price had fallen to Rs. 4, then the

t“)lnda’m&ahn'iulﬂu.mﬂ
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creditor will receive 62} seers instead of the 50 seers which he would
‘have received had the repayment been made in kind without reference
<o 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,
e 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 Rs. 5, he will be
-able to sell the 62} seers of grain which he recovered at Rs. 7-13-0, so
-that hi®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
finvariably be good. Imn 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-floor, the grain recovered will be at all events as
-good as any that the cultivator possesses.

207. Illicit gains in grain transactions.—If at the time of borrow-

ing grain bappens to be dear, then the ereditor will often refuse to make

-an advance in kind at all; he will insist on his client borrowing the money
~and 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 custom 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 coltivator is in a position to choose and even
»change his corn-chandler, he can always go elsewhere.(’”) Elsewhere,
we are fold, there are moneylenders who refuse to receive cash in pay-

‘ment for a grain advance; should the debtor not happen to possess
-grain, he will have to purchase it, and so make repayment. But the
most common fraud practised in connexion with grain tranractions

consiste in manipulating the rate at which advance and repayment are

respectively made. If, for instance, the market rate at the time of the
sdvance is 8 seers fo the ropee, the mahajan will advance at 7 seers; if

-the rate at repayment is 8 seers, he will demand repayment at 9 seers.
“The margin is said to vary from a quarter of a seer to a seer, rarely even
more. This frand appears to be almost universal. Elsewhere, notably

(**) In Basti it seems that cuitivalors make s point of pever eonfining themselves

to one bisaria (grainlender). To ensure s steady supply they keep up a econexion with
- several of them. Evidence vol. I, p. 157, :
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an the Tarei and Bhabar, the same result is achieved by using incorrects
measures. (*%) ,

208, If the debtor fails to repay s grain advance at due date, he is
generally allowed a period of graee till the next crop or sometimes for-
a whole year, but the interest is compounded. For instance, if he had
borrowed 4 maunds of grain on a sawai basis, making 5 maunds that:
he oyght to have repaid, the debt as carried forward will become 5
maunds plus sawai, or 63 maunds. When the rate is deorha then com-
pounding is occasionally on a sswai basis, i.e., if the original debf was.
4 maunds and 6 maunds with interest, it would after compounding
become 7}. More generally perhaps the grain debf is changed into &
cash debt, bearing a fixed rate of interest and secured by a promissory
note. . Very occasionally, if a borrower fails to repay a loan in the same-
grain, the creditor will allow him to repay in another grain,

309, The running. account.—As we have seen in an earlier chapter(*®>
debtors often maintain & 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 such transactions.
is the creditor's bahikhaia (ledger), in which they are entered as they
oocur. All transactions in kind are reduced to terms of money. The
account is made up every half year, in Kartik(‘®) and Baisakh. The-
balance, unless paid by the debtor, will be either carried forward
to & new account or, if large enough, form the object of a regular 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:
when it was made to the date of repayment, or to the date of closing
the acoount. This method, of course, is entirely fair; but only one-
witneas mentions it, so it is probably uncommon.

{2) The account is made up and interest calculated from the date-
of the first advance to the date of closing the account, after which any
repayments roade during the course of the period are deducted. -This-
method is unfair. The result of it is that interest is charged on debt

that has actually been repaid, from the date of such repayment till the-
date of cloaing.

{**) There are thres methods : {s) & vessel calied weli with & cepacity of 3} seers
is used at repayment, but s calculsted as 9 seers: (b) a certain amcunt of grain.
ususily hall a seer, ¥ put in & bandkerchief with the weights, so that the cultivator
loses hall w seer on every weighment; this fravd is called loop; (¢) the local banjeres have-
weighta of their owa of about 15 chettaks %o & seer. The excess is 13} per cent.
Evidencs, wol. O, p. 7. .

(**) Chaptar ITI, pars. 99.

") In esatern disiricts it is Kuar.
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In both these «cases the rate of interest is usually 87} per cent.—pa
high rate; but from the nature of the transactions the total amount
actually payable on account of interest is small.

(3) Interest is charged on the sum total of the advances for the
whole period, and repayments are snbsequently deducted. Prima facie,
this method of calculation amounts io sheer robbery, since interest is
Leing charged on' advances before they were actually made. On the
other hand, the rate of interest is usually a relatively low lump rate of
1wWo annas per rupée (doanni) for the whole period, and not a monthly
rate, which reduces thecharge considerably. Indeed, on a loan of
Rs. 100 made for six months the interest would only be Rs, 12}, as
against Rs. 18 under either of the other two methods.

911. Sahukari account.—This is another running account peculiar
1o the sehukari system of some of the western disfricts, 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 sahukar keeps two accounts, for advances in cash and
grain respectively.  The grain is charged on the ordinary sawai
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 sahukar has then the right to buy up the client’s crops up to the
total sum due, at a rate slightly below the markef rate. An example
will make this system clear. Liet us assume that the debtor has borrowed
Rs. 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 maunds
of grain at Rs. 5 a‘maund. When the account is made up he will then
owe (1) on the cash account Rs. 50 plus Rs. 6 interest minus Rs. 20,
or Rs. 36; (2) on the grain account, Rs. 26 worth of grain. He
will thus be entitled to obtain from the debtor’s crops grain to the value
of Rs. 61. Let us further assume, for simplicity’s sake, that he takes
the whole amount in one type of grain, of which the market price is
Rs. 4 a maund or 10 seers to the rupes. He will then receive in pay-
ment of his full dues 10} x 61 seers, or in round figures 16 maunds of
grain, worth at the market price Rs. 64. His fotal profit at the time
of repayment will then be Rs. 14 or 28 per cent., whilst if he waits for
a higher price of, say, Rs. 5, bis profit will become Rs. 30 or 60 per
<ent. The figures speak for themselves.

212, The second method comes from Aligarh, and is somewhat
toore complicated. Only one account is kept for all borrowings, whether
in cash or kind. Advances in kind are shown at a cash value, which in
1he case of grain is calculated at the highest rate ruling during the
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period of the account. The sahukar defends this on the ground that
be could have sold at that price if be had not lent the grain. At the
end of six months the account is made up and interest calculated at the
doanni rate. Thereafter any repayments made during the period arve
deducted. On the other hand, if the debtor wishes to repay wholly or
partly in grain, then in addition to the-interest calculated as above
"he must pay an additional sum of interest of one anna per rupee cal-
culated on the value of the grain, which grain is taken over at one seer
below the market rate. Further, if at the time of borrowing grain is
<heap, then it is divorced from the general account and lent separately on
sawai, being both advanced and repaid at rates which give the debtor g -
Yoss 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. 5§-8-0 & maund. The account when made up will then be Rs. 50
plus Rs. 22 (principal) plus Rs. 9 (interest) minus Rs. 20, or Rs. 61.
This as it stands gives him a benefit of Rs. 11 or 22 per cent. Let us
next suppose that the debtor desires $o 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 creditor will fake it over at 11 seers to
the rupee, thus obtaining 8} maunds. He will also charge one anna in
the rupee extra on Rs. 30 or Rs. 1-14-0. The creditor will thus obtain
Rs. 81 plus Rs. 1-14-0 in cash and 8} maunds in grain, which at the
time of repayment will be worth Rs. 33, making in all Rs. 65-14-0,—a
profit of Rs. 16-14-0 or 81'7 per cent. Further, if he waits till the price
of that grain has risen to Ra. 5, his profits will amount to Rs. 24-2-0 or
48'2 per cent. Here again the figures 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
fixed date after each harvest the sahukar assembles his clients and reads
to each in turn the details of his acconnt, both for sums advanced and the
sums received during the past six months. The client is asked to corro-
borate each entry; which done, the price of payments in kind made by
the cultivator is determined, and interest calculated. The balance is
then struck, and the client is told what more remains to be paid. If
he pays that balance he is given a receipt. This process is carried on in
the presence of & number of other clients, and is generally regarded as
entirely satiefactory and honest.

214, Individual loans.—The advances in these runniuz accounts
&re generally small; few individual figures exceed Rs. 80. If the sum is
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larger 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. Ap
advance 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 37} per cent. per annim); but
far the most common rate in all parts of the province is 2 per cent. -
per mensem. Promissory nofes are renewed every three years,
since that is the statutory period of limitation. Whether a bond
is similarly renewed at intervals or not depends on whether it
mentions & period of repayment. If it does, then renewal wi'l
be necessary at or near the end -of that period. For larger sums
still a mortgage-deed is usually executed. If a mortgage-deed is without
possession, the rate of inferest will vary, according to the security and -
the general standing of the debtor, from as little as 6 to 183 per cent.;
12 per cent. is the most common figure. If if 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 uswally half-yearly, less often yearly and (very occasionallyy
on the renewal of the deed.

216. When a debt secured in one method has grown by the acen-
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 of
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
. a promissory note:or bond may become in time the object of a mortgage-
deed. When debt secured by a mortgage-deed has accumulated to am
excessive figure, then the only solution is sale. On this subject, how-
ever, nothing more need be said, as the matter of mortgages has been

fully discussed above.

217. Other forms of loan.—A gistbandi loan is usually secured by a
special bond of its own (tamassuk gistbandi(*'} as well as by an entry
in the gistia’s ledger. The interest is, of course, included in the instal-
ment. The first payment is sometimes taken when the loan is made,
so that the debtor actually receives only Rs. 9 in cash. If payment of
an instalment is delayed, a penalty of an anna or two is usually exacted
for each month in default. The pawnbroker usually advances up te
balf the value of the ornaments pawned if they are silver, and three-
quarters of that value if they are gold. The most common rate of
interest is one pice per rupee (183 per cent.). The rates of interest

*') Por an example of this document . C. Jain, Inds ing i
Indis, peges 64 snd 55'li' i8 ent see L. C. Jain tgemous Banking in
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charged by the Kabuli or Harhia vary, but are always exorbitant. They
are seldom below one anna per mpeze per month, and occasionally go
a8 high as 4 annas per rupee per month (75 to 300 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 punciual
payment of his principal; the longer he can keep his unfortunate client
in his clutches, the greater the proﬁt he can make out of him,

218. Additional charges at the execution of a deed or repayment of
o loan.—It is usual whenever a deed of any kind is drawn up to charge
the debtor with certain expenses incidental to the execution. These
include in every case the cost of the stamp and the writer's fee; others
which may or may not arise are the fee for registration, & fee to the
patwari for examining bis records, and to the witnesses for identification.
These charges cannot be regarded as illegitimate; somebody has to pay
them, and the obvious person is the borrower who is primarily benefited
by the.trunsaction. 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 gantn khulas
which is common in some parts of the hills. The amount is between 3
and 6} per cent. Others are gaddi kharch found in the neighbourhood of-
Allshabad; the katauti of Muzaffarnagar (6 pies in the rupee); the batta-
toan of Allahabad which may be as much as 20 to 25 per cent.; the
tipawan of Bitapur (1 or 3 per cent.); the salami of Gorakhpur (10 per
cent.); the paharwa of Basti (5 per cent.); the khudai patsi of the
trans-Sarda tracts (5 per cent.) and the daftar kharch of Ghazipur,
which is, as ite name implies, a contribution to the office expenses of the
money-lender.(**) Many of these charges are said to be moribund; they
certainly would be better dead. Some sort of commission or discount,
liowever, is prevalent in many places, which may be as small as 1
per cent. and as 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 Sitapur, for instance,
2% eeers is charged for évery cash advance, in Gorakhpur the debtor
makes his moneylender presents of gur or ghi. In Jhansi he has to
provide him with the use of his cart free, and supply him with fodder,
milk and ghi below market rates. In Partabgarh and Kheri again there
isaa payment called oop, of 2 seers of grain in addition to interest.

(") The meaning of the other terms is as fnuown-— Gmh khulei'—auntying the
koo {in the loio ol3th whore money is kept); wo, “ daddi Eherch "—
expanswes of the divan {on which the moneyle nu ltlm buinm). = Kaleuti,
xsa " both mean discount. ~Tipowsn™ or lepewsn means Libation or offering-
tlunnugg-tmg. us origin. * Selems™ is 3 Present on iniroduction, sn introdwe-
tory fon. ** Pahwrwa ™ in of unoertain mm—pnnhlr comnected with phinind to
return, * Khudei paisi* means digying up levelling,—is. of the hols where there
money is hoarded, 8
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Curiously enough we hear little of any charges for charity, such as are
common when selling grain in a market. They are mentioned in onrly
two places, Lucknow (dharmadae) 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 is repaying a loan, the
creditor demands from him three gifts known as Ganeshi ka pao,
mahajani pao and barket (blessing). The pao is one-quarter of a seer,
bus by the market measures is equal to three-quarters. For the God
Ganesh it is paid once, but for the mahajen it is paid once for every four
rupees' worth of grain. The “‘blessing’’ costs half s seer, which is prob-
ably as much as it is worth. Thus if the transaction is worth Rs. 40, the
mahajan will get in all 8% seers free.

On the other hand, it is quite common for a creditor to reward a
debtor for punciual payment by a reduction in the amount of interest
{chhut). The amount of the reduction vafies, but is sometimes as much
as 50 per cent. of the interest charged. '

220. Illicit practices.—Two practices are found amongst money-
lenders, whick are not only illegal but highly dangerous. The first con-
sists in causing the debtor to_execute a deed for an amount much larger
than that lent; the other in causing him to place his thumb mark or sig-
mature 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
object of these practices is to ensure that should s lawsuit ever become
neceesary, the amoynt of the decree will suffice to cover all the creditor’s
legal expenses, and also make up for the loss of interest which he is
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 o prove that the document is false. It is said
jndeed that these documents are rarely, if ever, used, being merely held in
terrorem over the debtor’s head; and that the debtor will always be per-
mitted to repay the amount which he actually borrowed, whatever amount
mway have been entered in a deed. There is little reason for doubting
that this is true . Nevertheless, such documents cannot be too strongly
condemned. (‘) Another common practice of moneylenders is to refuse
3o accept repayment in instalments; they insist that repayment should

; {“) A varistion of this practice is fo cause the debtor to give & receipt for s sum

larger than the nmount actuslly borrowed. Bimilarly, if it becomes necessary to
Tenow an existing bend and the creditor hws reason fo fear contumacy on the part of
1ha debtur, the new bond is frequently much jn excew of the amount really due,
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be in one lump sum. This practice, though not illegal, is undesirable.
Few debtors can find the money for full repayment, unless indeed they
borrow from a second moneylender with that object; and consequently
they remain rermanently in the power of the creditor. Finally,
it is often said that moneylenders keep false accounts and
munipulate interest charges to the detriment of their clients; and our
witnesses occasionally, though in & very vague way, subscribe to this
charge.  Of this we have no proof whatever; and the income-tax officers,
who have given evidence before ns and certainly should know whether
the charge can be maintained, are entirely silent on the subject. Indeed,
they affirm that no moneylender would ever object to showing a client

his account if he wished to inspect it. No doubt mistakes occasionally
occur, but as the statement of acceunt reproduced in a preceding chap-
ter(**) shows, those mistakes are not always in favour of the moneylender’_
As for manipulation of interest charges, actual cases are occasionally
quoted in our evidence which undcubtedly suggest it, but the practice is
probably uncommon. The legitimate profit which a moneylender can
make is large enough to make such manipulation generally unnecessary:

231. Relations between agricultural deblor and creditor.—The
relations between the peasant and his mahajan are usually stated in tetms
which suggest that the former is a helpless and ignorant fool in the
¢lutches of a powerful and unscrupulons knave. .But ‘‘general notions
are generally wrong;" and this notion requires no little modification.
The moneylender is much less of a knave than is commonly supposed,
and the peasant not so much of a fool. There is indeed one type of
moneylender whose operations are peculiarly dangerous to the cultivator,
namely, the man who lends money not merely as an investment but as
& means of ultimately acquiring his debtor's land. Such usurers are
usually wholly devoid of conscience aud even dishonest in their dealings.
They are to be found mainly amongst those agriculturists who desire to
extend their holdings or amongst the big professional moneylenders who
are ambitious of becoming landed magnates. The majority of money-
lenders are men to whom moneylending is a business, out of which they
must, ss the Agricultural Commission remind us, earn their lLiveli-
hood.(**) All their transactions are governed by business principles.
The moneylender must provide, as fzr as he can, safeguards against the
risks which he runs, and therefore his rates of interest must vary partly
with the amount of the loan, partly with the nature of the security on
which it rests. The security of the small bania is ultimately & second
call an his client’s crop, or even a third call, if a co-operative society

(**) Chapter IH, para. 99,
(**) Agricultural Commission's report, page 43l.
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exists ; but if the monsoon fail or a plague of locusts attack the village,
there will be no crop and be must wait for his money. In such circum-
stances it 1s 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. Se, 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 cent. and compare favourably with that of & joint-stock
bank. If he be asked to lend Rs. 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 stock figure of 87} per cent. is reached, or the 44 per
cent. of the gistbandi system,—figures which imply an almost 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 should it be-
come necessary to sue his debtor. He knows that in such a contingency
there are many.devices by which the debtor can defeat his claim, and
he knows too that the debtor, with the assistance of his friends and rela- |
tions will uge 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 execution of a bond
for double the amount due become intelligible. Other more general
elements enter into his calculations. For instance, though his debtor's
.financial position may have been sound enough when he first gave him
the loan, that position may since have deteriorated; or he may bhave
learnt of a better investment for his money; or it may be that the -
moneylender from whom he himself has raised a loan is pressing him for
repayment. In all. these circumstances he will find himself compelled
to put pressure on his own debtor, either to repay or to accept a renewal
of his old debt on less advantageovs terms. The following
example, which is vouched for by one of our most important witnesses,
shows the working of these various factors in the moneylender’s calcula-
tions. ‘A land-owner of some wealth got into difficulties and proceed-
ed to borrow large sums of money. He mortgaged his property in the
firet instance to the bank for 6 per cent. and then obtained money on
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pronoles at 12 per cent. from cvrdinary moneylenders. As his position be-
came worse—a fact which was well known-—the rates of interesi steadi-
ly rese till they reached 24 per cent., while moreaver the moneylenders
in the later stages of the proceedings executed bonds for twice the amount
which they had loaped. The final stage of the proceedings was that the
land-owner raised money on second and third mortgages.of his property.
Needless to say, in the end the usurers did not recover any sum approach-
ing the loans originslly made by them or their interests.”” Remembering
all these facts, we find it difficult to brand the whole class of village
moneylenders as umscrupulous usurers. And, indeed, there are many
moneylenders who display in their relstions with their debtors noé ounly
leniency but generosity. There are many landlords who lend both money
and grain to their tenants an their personal security, on terms as favour-
able as would be granted fo the landlords themselves on the security of.a
land mortgage. Otber agriculturist moneylenders, both landlords and
tenants, show similar generosity mot only to their own relatives, but tg
their fellow castemen. One of our witnesses, who had made special in-
quiries into moneylender's malpractices in a particular village, states that
in reapect of a total debt of Rs. 956,000 there were in all only three com-
plaints. The first was that a single instalment of money repaid had not
been entered up in the moneylender’s account; the second was & genersl
complaint against the compounding of interest, which, it may be noted,
only took place on the renewal of the bond instead of half-yearly or
yearly a8 is the usual practice. The third was that of a Rajput who,
having borrowed six rupees was made to execute & bond for sixteen
rupeer With interest at 48 per cent., and thought he was hardly treated
when, on repaying the snm three days later, he had to pay 11 s"nas in-
terest,—forgetting that this miserable little transaction had given the
moneylender &s much trouble and work as if the sum involved had been
Rs. 600 instead of six rupees. For the rest, this witness reports that
most of the moneylenders concerned are very liberal in their dealings
with their clients, whilst one had the reputation of never having filed a
anit ngainst any client. “*The chief evil in 8 moneylender's credit is not
his high rate of interest or the falsification of books, which is practised
by a minority of the class, but the fact that he grants loans for unprofit-
able as well as profitable objects and in amounts in excess of a harrower’s
means, and does not insist on prompt repayment on a good harvest. His
ambition maturally is to see his money well invested and to live on the
interest.”’(**) This statement from a well-known authority we regard as
a fair description »f the village moneylender and his methods.

(**y Paper by Mr. 8. Strickland, r.c.a., (relited) read before the East India
Agsouistion on Murch 18, 1900 {Feneer ol April 19, 1330}
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222. So much for the alleged knavery of the moneylender. As for the
ordinary peasant, he knows exactly where he stands with his mahajan;
by dealing with him he secures three advantages which no other credit
agency offers him. Firstly, the mahajan will lend him within reason as
much money as he wants without making troublesome inquiries into his
financial position; 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 pa.y Accordingly, he does not antagonize
his mdhajan by injudicious ob]ectlons to his 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, for thus alone can he retain his favour. In a word, the
peasant knows perfectly wel} that he cannat do without the moneylender
and acts accordingly, and the relations between the two are far more

cordial than are usually supposed.

. 223. Tagavi.—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 of such loans. The generic name for such advances
is tagavi. Short-term tagavi is granted under the Agriculturists’ Loans
Act for productive purposes, generally for purchase of seed and cattle,
and is recoverable from the 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 same village grouped together
for the purpose (zangirabandi). Long-term tagavi is granted under the
Liand Improvement Loans Act o finance permanent improvements, such
as the sinking of masonry wells, or the erecting of embankments. These
loans are repayable by instalments spread over a number of years, and
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
security is satisfactory. The demand for loans for sced and bullacks
variea greatly; in ordinary years its extent is small, but in years of
adversity it is almost unlimited. Tagavi then forms a valuable adjunct
to private sources of credit, especially as these have a tendency to dry
up at such times.

225. And there is no doubt that the liberal and carefully regulated
distributions of tagevi that take place, whenever a calamity occurs, are
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, a
matter regarding which we have received a mass of criticisms, which
can be summarized thus.

2268. Prelimingry inquiries.—Distribution is preceded by pre-
liminary inquiries to ascertain the nature of the gecurity 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 fagavi goes not to the man who
really needs it, but to the man who possesses or purchases the patwari’s
goodwill,

237. Delay in distribution.—Even when special arrangements
have been made, as in times of calamity, to multiply distributing centres,
they are few and far between, and the peasant must waste precious
time on the road, which is rarely less than one day in each direction,
and often a great deal more. In the hills, for instance, it may be as
much ss a week in going and another in returning. Further, he has
generally to wait a day or two before his name is called, and he
receives his money. The expensss which he, thus incurs considerably
reduces the benefit accruing from the low rate of interest which is
charged for a tagavi 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 another than himself, will not fail to exploit his neces-
sity to the utmost.

Further, tagavi in any large quantity is seldom distributed till the
last possible moment, so late that it loses much of its value. A loan
for the purchase of seed is useless once the time for sowing is past:
it will be taken, no doubt, but it will be applied to some other purpose.
And even if there is still time to sow, yet distribution will etill, as &
rule, be so belated that good seed is scarcely procurable, In distri-
butions of tagaoi the old saw is of special force,—"bis dat, qui cité
dat'’—, he gives twice, who gives guickly.

{!"} A story ia told that during a large distribution of tagesi some fow years ago,

the rovipients inciuded the patwari’ i . i
itouuhtp‘hhm‘ P % perrot and hia pony. The story is o good that
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228. Amount.-—~The amount allotted generally falls short not only
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 certainly
be misapplied.

229. Collection.—The methods of collection are freely described as
unduly rigid and oppressive. In theory a fagaoi loan is repayable in
.one sum at harvest time, but in practice repayment is rarely demanded
till after the claims of both mahajan and landlord have been satisfied;
both, being on the spot, can and do see to it that no other claim takes
precedence of theirs. And so, when the debtor ig called on to repay, his
cash is usually exhausted; and sinces h> knows that no grace will be
given to him, he must either borrow from a mehajen to pay government
or he must sell a part of his property. But his assets are limited——his
land, a pair of bullocks, an unsaleable house, the clothes he stands up
in, seed for the next crop, a few agricultural implements, a stock of
home-grown food and the utensils in which to cook it. The method
of collecting tagavi in short defeats its very object, and brings little less
misery -in its train than the usurer's methods. Again, each successive
crop carries ite own debt, and if one fails, the next carries a double
burden; and only if it is a bumper crop can it do so adequately.
In other words, & culfivator can rarely cover one fallure by less than
two consecutive successes, and accordingly requires more time for repay-
ment than the tagapi ryles allow him. :

230. Corruption.—These are the chief complaints which arise out
of the working of fhe Acts; but there are others, no less serious, which
are external to it. The first of these complaints relates to the corrupt
practices prevalent amongst the lower staff, alike at distribution and
collection. 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 37} per cent. on verification. On collection, too,
the siyaha-navis (accountant) and the treasurer at the tahsil must
receive nazrana, which is usually one ner cent., with a minimum of
Rs..2. But if repayment is delayed, the’cost is greater still. The
‘peon who serves the notice, the amin who execuntes the warrant of
distraint must be both fee'd and fed. No amount of vigilance by higher
officers has yet succeeded in stopping such malpractices, with the result
that the effective cost of a tagari loan has been estimated at not less
than 25 per cent. .

231. Mahajan versus government.—There are other minor com-
plaints relating to such matiers 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 {agavi
loens, it strongly disapproves of the methods-in which these are both
distributed and collected. It is not surprising, therefore, to read of
villages which have foresworn tagavi altogether after a single experi-
~ ence, or to hear that most peasants prefer the methods of the mahajan
to those of government. For he is much more aceommodating in the
matter of distribution, much less rigorous in the matter of ecollection,
and, after taking into account the numerous exactions which accom-
pany the grant of a fagavi loan, he is also scarcely more expensive.

233. Volums of agricultural credit.—We have estimated the total
debt at 124 crores. Of this some 70 crores represents long-term invest-
ment in mortgages. Money is required a.nnua,lly to finance an average
of 5} crores of fresh mortgage debt, but it is safe to assume that this
figure is covered in ordinary years by money obtained from the re-
demption of old mortgages; so that the provincial mortgage debt may
be regarded sa financing itself —all the more so since the payments of
interest on such debt are available to form fresh capital and finance fresh
advances. KExcluding mortgage debt, the debt amounts to 54 crorea.
Of this 54 crores some 20 per cent.(*") represents advances in kind,—
o figure of 11 crores; the balance of 43 crores is cash. On the basis
of the observed distribution between the various classes of moneylenders
a sumn of Rs. 3,94,00,000 is the amount of debt outstanding to the credit
of government and the co-operative credit societies.(**) This leaves
o sum of Rs. 39,06,00,000 which has been advanced by the professional
:noneylendars. londlords and tenants, divisible between these as fol-
ow8 i

Rs.

Prafessional moneylenders 15,62,00,000 -
Tenunts . s v . 17,%6,00,000
Landlords 8.,08,00,000

The amount of credit neqlured therefore to finance agricultural debt,
apart from advances in kind and sdvances made by government and
«co-operative credit societies, is_just over 39 crores.

233. We have been supplied by the courtesy of the Income-tax
officers with an estimate of the capital available in the hands of the

{**) See pars. 181,

{**) Fo far aa can be msvertsined without a detailed esamiostion of the fagari
sccounta, the sum cutstanding at the time when our statistios were taken was about 110
akhs. On the percentages mentiored the fgure wonid be aboat 108 lakhe—a =mall
Puoint which supporta our sstimaata.



rural and urban moneylenders. The 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, finm
“his mortgage transactions referred to above).

(") 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 departmeni. It is necessary, therefore,
to estimate the capital of such moneylenders. In this we were-
assisted by Rao Bahadur Xiachhman 8ita Ram Kher, Assistant
Income-tax Commissioner, who examined old retwrns 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 us,
as an estimate of the capital belonging to moneylenders with incomes:
“between these two figures, a sum of 4§ 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 factors 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. This method involves a certain amount of duph-
cation. If 4 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 recorded for
purposes of income-tax will be Rs, 60 in the case of 4 and Rs. 30
(Rs. 90 minus 60) in the case of B. The capital calculated on this basis
will amount fo Rs. 1,500, though the sum actually in existence is only
Rs. 1,000. To the extent, therefore, that money is borrnwed to be-
re-lent, the estimate of capital is exaggerated.

(2) Interest is recorded for the purposes of income-tax only if it
" bas actually been paid. It is, however, well known that interest on
agricultural debt often remains unpaid, with the result that 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 & year
such as the present there can be little doubt that the former cause of
error is outweighed by the latter; and we aceordingly 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 530 lakhs in kind, mostly
grain.(*%)

235. 8o far as capital available to amateur moneylenders, viz.,
landlords and tenants is concerned, we have no means of framing an
estimate. It is, however, obvious that the capital available to them
must be at least equal to the amount of the outstanding debt, viz.,
1696 lakhs or round 17 crores in the case of landlords, and 550
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
88 we have found it to be in the case of their professional brethren
(2050 lakhs ménus 1523 lakhs which gives a margin of roughly 35 per
cent.). We are inclined to put the inargin at 10 per cent. in the case
of landlords and & per cent. in the case of tenants, making a total of
2 crores. To this must be added capital in the shape of grain to the
extent of 650 lakhs, of which 1} crores belong to the tenants and 4}
crores to the landlords. '

238, The volume of credit may pow be summarized thus :—

1. DProfessionsl moneylenders w36 crores.
9. Landiords snd tenants v B,
3. Government and co-operative oredit societies w4,

4. QGrain - - - w11,

In short, a total debt of 124 crores is financed by sctive vapitsl of
60 crares, to which must be added permanently invested capital to the
exteny of 70 crores. Or, in other words, the total capital invested is
124 crores, with & margin of 12 crores, or nearly 10 per cent. of the
invested sum. It has to be remembered, however, that the debt at.
the present moment is unusually high, that in ordinary times it pro-
bably dor« not exceed 110 crores, and that the normal margin of capital
over debt would then be 26 crores or nearly 24 per cent.

C.—Effects of indebtedness. ,

7. Effect of agricultural indebtedness on transfers of pro-
perty.—8ince land is the only security available to rural borrowers,
it is inevitable that their indebtedness should result in the transfer of
large areas of land, and that such transfers should usually be from
the agriculturist to the non-agriculturist. The process is commeonly
regurded as deplorable, not only because it involves the degradation of
the landlord to the position of 8 mere tenant, but because the substi-
tution for a hereditary cultivator of a mere receiver of rents,—a man
who does not himself cultivate or know anything about cultivation—,
is like]z to result in impairing the fertility of the land. Such s man,
i) LS 5, L 2 e Teme s oty
profits, which the incame-tax officers did Dot take into mceount in framing the estitmates..

Yot another cause may be menhwoned that witia
o'nnotalwm“ . viuates these figures, namely that the tull
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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
<an and as fast as he can. It is impossible, however, to accept this
reasoning without much meodification. The landlord, who is dispos-
sessed generally belongs to one of the higher castes whose degradation
is due entirely to his own exfravagance, and deserves little sympatly
on that account. He is always himself a poor cultivator, and as often
as not a bad landlord. The non-agriculturist purchaser could 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
& 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 those industries. The Khattri or the Rastogi is in fact much more
likely to 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 ususlly learn that three or
four stiff-necked occupancy tenants can make things very unpleasans
for their landlord, and will not hesitate to do so if they are given
sufficient provocation. The landlord, having the longer purse, may
Wwin in the end, but the struggle will not Jeave 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
ta display leniency with his tenants as severity.

238. Nevertheless, the expropriation of a hereditary caltivating
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-
cultural indebtedness has resulted in such transfers. On this matter
our evidence is neither decisive nor unanimous. A majority of wit-
nesses assert that such transfers are increasing, but an appreciable
minority deny it, whilst few give any facts and none give any figures
in support of their views. And, indeed, figures bearing on 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 previcus settlement.
We have examined a number of these, but they are apt to be mis-
leading. They show the state of affairs at the beginning and end res-
pectively of a long period. never less than thirty years, and in recent
settlements sometimes as long as forty or even fifty years. All that
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" it is possible to deduce from such figures is that certain castes have:
gained and others have lost land during that period; but there is
pothing to suggest the circumstances in which, or the particular dates
at which, the transfers tock place: The figures, for instance, may re-—
present a few large, or many small, 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
briefly summarised, We have examined some thirty rent-rate reports
relating to five seitlements that have recently been completed, namely
Unao, Budaun, Partabgarh, Lucknow and Agra, and also the.figures
of the Rae Bareli rettlement, which are reproduced in the evidence.(5*)
After some adjustment of the figures (which have been shown in

different ways in different reports), the principal results are as fol-
lows :—(%%)

Acresa,
Rajputs . . . . .. —263,600
Muslims . .- . . . =—=54,C00
Drabmuns . . - . ee  +158,000
Other agrionlturiets . .. . .. =+28,000
Non-a3rionlturists . . .- .. +107.000

240. The general conclusion emerging from these figures is that
whilst Rajputs and Muhammadans have lost heavily, the consequent
gains have not all gone to the non-sgriculturist classes. Indeed, by
far the largest gainers are the Brahmans, whilst other agriculturists,.
(which in these particular districts mean principally Kurmis, Ahirs,
Ahars and Jats), have also made.considerable acquisitions. And, it cam:
safely be asserted that of all these transfers by far the greater part
waa the direct result of indebtedness; and that the mew landowners,

whether Brahman, Kurmi, Jat or Vaish, are the moneylenders to-
whom that debt was due.

241. By the courtesy of the Revenue department we have also
had acoess to figures collected in 1926-27 which show transfers of land

[ ]

("} Evidence, wol. III, p. 198. The rent-rate reports though numercus did
noteomthaﬂudmnehmumly

{*) The difference betwesn gains und loases is due (s) to the omission of Govern-
ment land in which there was a considorable incresss aa a reault mainly of the building'
of the Sarda Cabal, (b) to minor difftrences resulling from resurvey. It may also be
mentioned that Abe Muslia Jom is reduced by crediting to this head all Jarids shown®
» wegf.



( 126 )

a8 between certain social classes during the period 1315 to 1333 I, cor- -
responding to 1907-08 to 1925-26 A.D. The castes and ciasses for
which figures were then taken out are as follows :—

(1) Agricultural—(a) Ahars and Ahirs, (b) Bishnois, (¢) Rajputs,
{d) Gujars, (e) Jats (f) Kurmis, (g) Tagas, (k) Muslims.

(2) Non-agricultural-—(a) Gosbains, (b) Kalwars, (¢) Mahajans,—
Banias, Sadhs, Marwaris and Kandus.

(3) Doubtful--(a) Bhuinhars and Brahmans, (b) Kayasthas, {(c)
XKhattris. - ‘ : ’

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

(1) Tagas like Bhuinhars claim to be Brahmans who abandoned
the ‘priesthood for landowning and cultivation. If Bhuinhars are to be
classed’ with Brahmans, so should Tagas; and we have added their
figures together. Tagas belong entirely to the Meerut and Rohilkhand
divisions, Bhuinhars to the Benares and Qorakhpur divisions.

{2) There can be no doubt that the status of Khattris and Kayas-'
thas is non-agricultural, and we have transferred them to that
category.(*%) ~

Thus rearranged, the figures (which represent thousands of acres)
are as giverr in the table below :—

Rajputs Muslims.
ce Ares in. Area in.
Division, Differ- Differ-
1%07-08. | 1g25-28, | °B°®- | 1907.08, | 1925-28. | °VCO
Meeruk e .e 572, b1, —1, 1,827, 1,181, —146
A irh -e ,u 13665- Les':-'l —3‘01 577| 539! —8
Rohilkhand .- 1,518, 1,408, —835, 1,903, 1,916, —86
Alhhsb&d.. s 1171-3- Lsa‘v _B‘l 991. 83‘: —37
‘Benaros .. .- 1,292, 1,255, 1 —27, 494, 478, —18
Borakhpar.. . 1,670, 1693, —87, | 688, 676, —13
Yacknow .. . 8,959, 4,165, | 43206, 1,418, 1,8080,)] -—38
Fysabad .. - 3,96 , 8,019, | —4s8, 1,548, 1,483, | —8
Total .| 169841, ] ieas0.} —111, | 8963 8,582, | —481

{**) There are other cariosities in this eclassification. Tt is not, of course, com-
plete; a large nonmber of both sgricultursl and pon-agricultursl castes are omiited,
many of whom are important. Yet room is found for epecial mention of Bishnois,
Goshains and Badhs, none of which are true castes but sects which have become
castes, and which between them do pot number more than 150,000 st most. The classi-
fication of the principal non-agriculturists is aiso unsatisfactory. Mahsjan and Bania
are not castes, but occupational nsmes; Ssdh is » sectarian caste whose principsl industry
. ia calico printing and not moneylending: whilst there in no more resson for mentioning

the Eandu (grocer) than the Halwai (confectioner) or the Teli (oil presser). -
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8rahmans, Bhuinbats

and Tages. Agricultural otber, Non-Agricultural.
Division. Area in, Dift- Area in, ' Diff Area in, Difi-
- or- er- |—————] er-
1807-06. [1935-28. | *2°* |1907-08. {1896-96 | °%°* | 1:07-06.| 1925-26.] "%
o
v

Meqrab . 551, 871 | ~14, 1,809, ] 1,821, ] 419, 983, 1,188, 4200,
gre . 931, | 1%, | +88| 810, 829, | —18,| 1,284, | 1,169, | —85,
Rohilkhand .. 859, 700, | +41,| 730, 768, ! 88, 1,128, | 1,654, | +228,
Allababad .. | 2,507, | 1.440, | —67 994, 844, | 453, 1,087, | 1,189, | +T74,
Benates .. 870, 038, | +-68, 11, o4, | 418, 834, 485, | 4151,
Gorakbput .. { 2,008, | 9,201, | 43| 404, 437, ; 4268 B854, | B899, | —15,
Luckuow .. 631, 709, | +88J 140, 167, | +17.] s, | w65 ) +7,
Fysabad .. 853, | 890, | -8B B4, 51, | +17] 9888 848, | +18,

Total .. | 8005, | 5868 |+271| 8,708, | 8909, | +147) 6945 | 7609, |+e34,

These figures ghow the mon-.agriculturists as relatively larger
ainers and the Rajpute as relatively smaller losers, than the settlement
figures quoted above, The explanation, of course, is firstly, that the,
two sets of figures refer to different periods; and secondly, that the
sottlement figures relate to only six districts whilst these figures relate
to eight divisions out of ten. There is, however, a close general cor-
Tespondence. In both sets of figures the losers are the Muslims and
the Rajputs, and everybody else has gained. Here, too, there can be
very little doubt that the greater part of the loss is the result of in-

L:ebtedness and that the gains have gone principally to the moneylenders
'ho financed the debt.(*4)

242. 'Whilst the losses shown in this table amount to 543,000
acres, the gains exceed them by no less than 530,000 scres; a discre-
pancy due to the fact that the figures relate qnly to the castes or classes
mentioned, and not to wll. The greater part of this additional loes
obn probably be explained by—

(1) sales of European estates: there have been several such in
Gorakhpur, Basti and several other western districts;(%?)

(2) sale of Sikh estates: in recent years one such estate a$
least has changed hands (Rae Bareli);

— - —_—

. &) The Tugas incloded in the Brahman group here have actoally loet land,
;hl.ﬂ.nﬂthuinhn (whmﬁnmmmmh)mhdivdhhngﬁndﬁah.
ab all
) Ons of the survey was made i vil hich i to
owver and bas since sold W a {'nluh.'. e v prerly belongd to
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(3) sales of estates belonging to Nanakshahi and possibly to other
fagirs. We understand that in some parts of the province
fagirs' akharas own considerable areas of land with which
‘they have been recently parting;

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

243, Our general conclusion, therefore, is that %ertain agricultu:
ral classes, notably Rajputs and Muslims, have in recent years losi
a considerable area of land, The cause in most cases was undoubtedly
their indebtedness. Of this land about 60 per cent. has passed into the
hands of non-agriculturistg, generally the creditors of the dispossessec
owners. - The rest bas passed into the hands of other agriculturists
There can be little doubt that the debt which caused these losses wa:
born of extravagance, itself the result of a desire to maintain social
prestige. In such circumstances we cannot regard ourselves as justified ir
recommending an extension of the Bundelkhand L.and Alienation Act
to the whole or any other part of the province. So far as the transfer
bave been to agriculturist purchasers, the change was almost certainly
for the better. 8o far as the transfers were to non-agriculturist pur.
chasers the change was not necessarily for the worse. Considering al
the circomstances, there may be, we think, cause for a further anc
fuller inquiry with the object of obtaining later and more complets
figures. But beyond that we are not prepared to go.
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APPENDIX 1.
Statisties and estimates of debt.

1. 1. Land mortgages.—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 fo cause
a detailed clagsification to be made of the returns of four districts. The
four districts selected for detailed classification were Agra, Bareilly,
Sabaranpur and Partabgarh. Of these the first three contain cities of
different sizes : the population of Agra is over 185,000, that of Bareilly
129,000 and that of Saharanpur 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 districts exhibited totally different ratios between
land mortgages and other mortgages as follows :— '

(1) Agra 45 land, 65 other.

(2) Bareilly 54 land, 46 other,

(3) Saharanpur 74 land, 26 ofher.
(4) Partabgarh 94 land, 6 other.

These classified statistics are reproduced in Table I. The securing
of a loan by a mortgage with possession of a crop is curious; yet there are
six cases of it in Saharanpur, and thirteen other cases where the crop is
mortgaged without possession. Of the jajmanis mortgaged, one in
Partabgarh was a 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 Rs. 2,000 on a garden.

2. The Inspector-General also provided us with (1) the figures of
mortgages by districts for 1928, which are given in the sixth column of
Table II; and (2) the provincial totals of mortgages for the last twelve
years. These are given in Table ITI.

3. With the help of these figures we have framed the estimates
of land mortgage debt which are discussed in paragraphs 156-157.
The method of calculation was as follows : —

(1) The districts of the provinces were arranged in groups
corresponding in their general attributes to the four sample
districts for which we had classified ficures. The
percentages mentioned above were modified to suit local
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circumstances: for instance, in DBundelkhand, land
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 classes
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 popula--
tion. Finally, they were applied to the circle statistics.

(8) 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.

' Acoordmg to the figures of the four districts the proportion of
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 fact due not only tor
a relatively high number of such mortgages, but also to a
considerable number of individual mortgages for large-
sums. Generally speaking, however, the proportion appears.
to be slightly over 20 per cent.; and this figure has been
taken in the case of all districts except g few regarding
which definite information is available to show that
usufructuary mortgages are specia.lly common. The fotal
amount of such mortgages is then Rs. 145,25,000 or 20
per ‘cent. of the total.

4. These figures, however, are those of a single year only; and at
any one time, the total mortgage debt consists of the accumnulations of
many years. For simple mortgages the maximum period is generally
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 land tfo other mortgages is reasonably constant,
then we can obtain an estimate of the fotal land mortgage debt of the-
province by applying to the fizures in Table IIT the proportions result-
ing from the figures in Table II. Table III can be taken as it stands
for simple mortgages, since it relates to a twelve-year period; for
usufructuary mortgages, since the period is 20 years, the figures must
be increased accordingly. Tt iz on this calculation that we have arrived
at our estimate of 70 crores of land mortgage debt, of which simple
mortgages acoount for 44} crores, and usnfructuary for 25} croree.
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5. These estimates rest on a very norrow basls of fact, and the
best that can bé claimed for them is probability.

6. II. Agricultural debi.—We have alb our disposal a mass of
figures, relating to debi. They are derived from different sources.

Aa) Settlement figures,—These were coflected by seitlement officera
m the conrse of their sconomic inquiries during the years 1928 and 1929.
DBut unfortunately, they are availahie only for parts of some six districts, (')
five of which, moreover, form a compact tract in the Gangetic Plaing
so that there-is a certain sameness in their figures; whilst the figures
themesslves, except in one casc (Rac Barcli), relatc to debtors rather
than debt, Consequently, though these settloment statistics are of
considerable valee in many ways, we have only been able to use those
whick relate to Rae DBareli in framing our estimates of debt. They are
fully discuseed in a seéparate mote, prepared by the Chairman, which will
be found in the Evidence, volume IT, pages 1 to 20.

7. (b) Witnesses’ percentage estimates.—Many witnosses in answer
te one of the questions in Part A of the questionnaire have supplied us
with percentages representing their idea of a normal distribution of
debt between different objects. There are 71 sets of these percentage
estimates (apart from a [ow thal for one reason or amother had to be
discarded). At first sight these estimates appear to be mere guess work 3
but  inguiries made at oral examination and careful scrutiny of the
evidence show that they are more. They are often based on the witness’s
special knowledge of debf in a pariicular place. They are sometimes
the results of local inguiries; must often perhaps, they represent not the
opinion of @ single person but the joint opinion of several persons in
congultation, They have to be used with cantion, but still they can be
uted. They usually may be taken as representing a normal dislribution
of debt in a novmal year. Some witnesses imdeed have given two sels of
estimates, one for normal times and cne for abnormal,

8. (¢} Statisties collected by witnesses.—Our village survey reports
contain statistics of actual debt, collected hy local inquiry : whilst oiher
statistics have been supplied hy witnesses, either from malerials in
their possession {mainly the accounts of district co-operative banke), cr
a3 the result of local inquiries which they hed themselves made. There
are in all 43 sets of snch figures, relating to areas as large as a tahsil and as
small ag o few familics, but mestly to single villages. The ictal gmount
wos Re. 33,687,000 in round figures (of which some nix lakhs represent
the Bae Bareli settlement figures mentioned above and anather lak

represents figures taken from -the Unao rent-rate reporte). ’

{*) Lucknow, Unao, Tlae Bareli, Paﬂabgsrh, Bara Banlkf snd Budnun,
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9. These statistics have only a limited utility. For the most part,
they were presented as illustrating the objects on which debt is incurred;
and as a basis for estimating the distribution of debt between various
objects, they are of great value, though, even for this purpose, they are
to some extent vitiated by the fact that they have been taken at different
times, and therefore represent different economic conditions. On the
other hand, it is not always possible to discover how many individuals,
or even how many villages, are concerned in this debt; whilst as chance
would have if, they ‘are unevenly distributed over the province. They
relate to 22 districts(?) : but nearly 16 lakhs relate to the hill fracts;
nearly 8 lakhs relate to five neighbouring Oudh districts; about 4} lakhs
relate to five western districts: the rest to scattered districts in the
eentre and east of the province.

10. They have been used (1) in conjunction with the witnesses’
estimates mentioned above, as a basis for the estimate of distribution
of debt according to objects; (2) by themselves, as a basis for the est1ma.te
of distribution of debt according to its period.

11. (d) Statistics collected by the revenue staff.—It became
apparent in December that the figures of debt already available would
not suffice as a basis on which to build up an estimate of agricultural
debt for the whole province; whilst the information available regarding
certain important aspects of agricultural debt were wholly inadequate.
These were—(1) the distribution of debt according to caste or social:
status; (2} the distribution of debt as between landlords and tenants;:
(3) the distribution of debt as between holdings of different sizes; (4)
variations in the burden of debt; (5) the distribution of debt amongst
various classes of creditors; and (6) the proportion of indebted to debt-
free. Ve 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 certain forms
which we sent both to the supervisor quanungos and the inspectors
of the co-operative department with instructions to fill them up for
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 this
method, however, we have collected the statistica relating to 1,389
villages with a population of mnearly 675,000; whilst the number of
individual cases examined amount to some 54,000. It is on these

() Naini Tal, Almors, Garhwal (hills); Bulandshahr, Muttra, Meerut, Aligarh,
Mainpuri (weet); Bae Bareli, Unso, Hardoi, Partabgerh, Bars Banki (Ondh), Buadam,
¥arrukhabad, Eta.wah Alllhsbul Basti, Gonkhpnr. Benares, Ghazipar, Mirzapar.
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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 of distribution of debt according io its objects.—
This estimate was based on a combination of the percentages provided
by witnesses (paragraph 7), and the statistics mentioned in paragraph 8.
The process of compilation was as follows :—

(a) The 43 sets of statistics were combined into 22 district fotals,
and reduced to percentages.

(b) ANl percentages wewe then combined into three main groups—
“productive’’, ‘‘unavoidable’’, and ‘‘unproductive’’. 'In
the first group the principal items were purchase of seed.
plough and milch cattle, and manure, labourers’ wageas,
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
payment of revenue or rent; and, under the head “‘unpro-
ductive’’, all borrowings on account of social or religious
functions, litigation or the repayment of old debt. By
combining the. first and second classes a second classi-
fication was obtained into *'agricultural and ‘‘nom-
sgricultural’” debt, and, by combining the second and
third, a third classification into *‘productive’” and *‘unpro-
ductive’’. This ' arrangement also had the effect of
smoothing out minor differences.

(0) The percentages were then arranged in groups by districts and
natural divisions, and carefully compared. Those which
were markedly different from the rest were discarded
altogether. The total number of sets of percentages was
94, of which 71 were witnesses’ estimates and 22 were
based on actual statistics; of these eighteen sets were
discarded.

{d) Finally, the percentages were amalgamated. The resultant
figores are in Table IV. )

18. Estimates of distribution of debt according to perivd.—Most
of our witnesses have expressed an opinion regarding the relation
of long-term to short-term debt; but their statements are almost invari-
ably vague and inconclusive. And when a witness has provided an
estimate both of the distribution of agricultural debt by objects and of
its distribution by periods, the two estimates are generslly irreconcilable.
Omne of our best informed witnesses, for instance, having given an
-?utimate of the former kind which suggests that S7 per cont. of the debt
is long-term and G3 per cent. short-term, follows it up by saving that
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-90 per cent. of the debt must be regarded as long-term. This witness,
when he miade the second statement, was undoubtedly thinking mot of
the period in which debt of a particular kind ought te be repaid, but
of the period in which it probably would be repaid; and, no doubt, the
same explanation covers other similar cases. But there is8 much con-
fusivn; and 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 33% lakhs no less a sum than
20} lakhs has been distriboted in sufficient detail to make a complete
and accurate classification possible. For the balance of just over 4
lakhs there is less information, but we have sub-divided it according
to the proportions in which the main sum of 293 lakhs is sub-divided.
Figures of this kind, consisting as they do of 43 items derived from
23 districts all over the province, make an adequate basis for discussion.

The figures are given and fully discussed in paragraphs 169 to 175.

14, Other estimates 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.

(@) The figures had been arranged in two ways, (1) according to
-different types of debtors and (2) according to different types of creditors.
The two sets of statistics of course, should have corresponded exactly;
tn fact, they differed in the case of every single district, and not only
in respect of the amount of debt but of the number of debtors; and in
the total, the figures arranged according to creditors exceeded those
arranged according to debtors by some 20 lakhs. A close examination
disclosed the reason. The increase in the number of debtors
was due solely fo the fact that many of them owed money to two or
mare creditors, and thus 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 classification by creditors
and bad left a parf unclassified. An increase in that amount was almost
invariably explicable by the discovery in the registration office of land-
lord’s mortgages secured on the village which had not been mentioned
o the investigator during his local inquiries. Tt was, however, a task
of no small difficulty to adjust the figures.

(b) In a few_instarices the investigators had misunderstood their
instructions regarding the record of debt-free cultivators. In three
districte they were omifted entirely; in wo others they were impossibly
Jow. In all these cases the number of debi-free was estimated on the
basis of the figures of neighbouring distrirts, which in other respects
showed similar figures.
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15. The figures will be found in Tables V to IX.,

Table V shows for tenants and peasant-proprietors the distribution
of debt according to four sizes of holdings—mamely, (1) less than five
sores; (2) between five and ten acres; (3) between ten and twenty
acres; (4) twenty acres and over. By peasant-proprietor is meant the
small pattidar who whilst owning land of his own is also a fenant of some
other brother paitidar. Their figures have been combined with those
of tenants because in all-important economic respects the two are
indistinguishable. In each case the figures given are the number of
debtors and, the amount of debt.

Table VI shows the correlation between debt and the remt or
revenue paid by tenants and peasant-proprietors. These figures afford
& fair measure of the burden or incidence of debt. This table shows
the following figures : (1) number of debt-free, (2) the number of debtors,
and (8) the amount of debt, under the three following groups :—

(a) where the debt is equivalent to less than one year's rent,

(b) where the debt is more than the rent of one year and'less than
the rent of two; and

‘ (o) where the debt is more than the rent of two years.

These figures are also arranged in such a way as to show the number
of persons who can be regarded as unencumbered and encambered 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’s rent.

Table VII shows the number of landlords who are debf-free and
indebted and their total debt.

Table VIII shows the distribution of debt according to various -
classes of creditors, namely, village mahajans, town moneylenders, land-
lords, tenants, Government (lagavi) and co-operative credit societies.
There is also & column for unclassified debt.

Table IX shows the total debt both of landlords and tenants arranged
in 8ix caste groups as follows :—

() High castes—i.e. Brahman, Rajput, Musalman Rajput,
Saiyid, Shaikh, and Pathan.

@ Casgd of good agriculturists—Ahar, Ahir, Kisan, Kurmi, and
+Lodha.

{3) Market gardening castes—Baghban, Kachhi, Koiri, Mali,
Mureo, and Saini. ;
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(4) Agricultural castes of low social status—Bhar, Chamar, and
Pasi.

(5) Non-agricultural castes—Kalwar, 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.
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‘TABLE 1.
Classified land mortgages in four districts (figures of value in
thousands\.
- " |Saharanpur. | Partabarh, igra‘.. Bareilly,’
— Nom-| § [Nom- ..g: Nom- § Num- [ g
ber, E ber. g ber, ;.. ber. | &
' Rs, Es. I : ™ Rs.
Land— ) ‘
(a) Without possesaion . | 897 {1856 { 516 ] 6o, | 515 5,40 ] 418 | 6,90,
(3) With possession o | 599 | 8,41 869698 | 200[ame, | 92]1ss,
Ho;ll:;._lhopu and other pro=
(a) Without possession .. | 57314,38, | 50| 87, 1998|690, | sso]sds,
(3) With possession . fj 160 87,1 20{ 6 { 1571188 ( 2es} 85
Gardens nud dress— '
{a) Withous posaesgion .. ] 13 8} 6 10| 18] &) 18 T
{(b) With possession - 3| | 7| 87, | 18| % 6| =
Joju.m‘—’
() Without possession .. s &l . . 0] 4] .. .
(2} With poasesnion .- 1 1, 4 L | «] 1| . -
Cropa-—
{a} Without possession .. 18 %l .. . - . . e
(d) With poasessioa Y Y U VO D RO RO B
‘Catble--
(@) Witowtpossession .| o o} ]V
13) Witk possession w o .- . ' . . - .
Micoollsnsons—
(@) Witbourposesion .| o] w| ..} . fas] wl ow] o
(b) With poassssica - 1] g . .. v w| ..} .
Total .- mlm La91 {1885, {9,20¢ [ 17,70, [ 1685 [11.96,
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TABLE IL

-Estimated distribution of registered mortgayes 1928,
(000’s omitted.)

" Borial Land,
eria i N -
l;;)um;— Diptrict. U q ' Other. G':?:f
er, . snirng-
{Ordinary. ‘tuary., Total,
‘ ‘ Bs. Rs., Re, Ra. Rs.
1 Sag&ranpuz-Dehla 14,60, 8,73, 18,32, 7,13, 25,44,
: un, . . :
2&8 | Meerut-Muzaffarnagar-, 68,45, 17,13, 85,56, 46,07, 1 1,81,68,
Aligarh-Buland- | .
‘ shahr-Ebah. !
4 | Agra-Mutbra . 17,89, 5,90, 23,59, 19,81, 42,90,
5 | Parrukhabad . . 5,45, 1,40, 6,85, 2,98, 9,78,
4 | Mainpuri-Etawsh .. 8,06, 2,06, 10,13, 8,37, 18,49,
7 | Bareily .. . 8,51, 1,90, 9,41, 7,08, 15,44,
8 | Pilibhit .. .- 2,32, 60, 2,93, b1, 8,44,
9 | Moradabad-Bijnor .. |- 17.28, 4,90, 21,53, 14,85, 85,88
10 | Bodaon .. . 4,21, 1,05, 5,26, 2,83, 8,00,
11 | Shahjahanpur e ! 9,19, 77, 8,89, 2,10, 5,99,
12 | Cawnpore-Fatehpur .. 14,76, 8,44, 17,20, 14,08, 81,28,
13 | Banda-Hamirpar .. 2,25, 66, 4,8t, 1,87, 4,68,
14 | Allabhabad.. v 540, 1,40, 6,80, 8.71, 18,57,
15 | Jhansi-Jalann . 8,07, 77, 8,84, 8,84, 68,
18 | Benares .. e 8,02, 2.00, 10,02, 13,77, 23,79
17 | Mirsapur .. e 9,71, 8.00, 12,91, 4,24, 16,95,
18 | Jaunpur .. . 18,20, 5,00, 25,20, 7,75, 80,95,
19 | Ghaziput-Ballia .- 2,13, 13,00, 83,13, 4,32, 97 64,
20 | Gorskhpunr-Basti .. 27,00, 81,01, 53,01, 5,i4, 88,73,
.21 Agamyurh .e 8.7L, 2,89, 11,51, 1,69, 18,11,
23 Naini Tal .. ) 2 00, 9‘. n’g‘l 110‘) 3,5'8.
23 | Almora .. . 2,00, 89, 2.89, 80, 8,19,
a2¢ | Garhwal .. .o 68, 20, 83, 19, 96,
.23 Lt;;:know-Unan— Bara 80,04, 7,50, 817,54, 12,50, 50,04,
anki, -
.96 | Hardoi. .. . . 18,20, 3,40, 16,80, 4,17, 20,77,
27 | Sitapur-Kheri .. 20,64, 5,53. 26,15, 481, 80,76,
98 | Gonda-Bahtaich  , 14,18, 6,00, 20,18, 2,24, 9,87,
29 | Fyzabad-Saltanpur ., 24,18, 8,03, 82,18, 4,88, 86,51,
80 | Rae Bareti-Partabgarh 9,65, 11, 20,65, 1,80, NAS,
Total . 28,8081, 145,95, | 525,56, £.00,95, 7.26,61,
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TABLE 11, .

Number and valus of morigage desds relating to immovable property
registered during the fwelve years 1917 fo 1928.

Total nuomber

Ageregate .

B:EE?»’- Year.* ogi%;&?::é:s :E'j:::i;‘; Remarks,
. year, monsey).
~Re.
11017 . . . 102,843 | 5,61,61,139
8] 1018 " . .- 08,743 | 5,84,81,649
8| 1019 .- v .- 185,736 | 7,80,98,718
4 | 1920 . . . 109,384 | 6.70,37,582
8| 131 .- . .- 118,720 | 70218,673
6] 1029 . . . 103910 | 97.69,61,828.
Y} 19a8 . v . 103,855 { 7,20,96,483
8 | 1004 . . - 99,048 | 7,76,96,880°
e 11028 . .- . 1,089 | 7.67,06,004
10 | 1938 . . - 108,574 | 7,89,75,91%
11 | 1s3? . . . 07,988 | 7.25.27,522
12 | 1998 . . .- 103,038 ! 7,36,61.600
Totai “ —1_.973.0‘3 £5,01,03,834
Average of iwelve years - 106,087 7.08,41,983

.

T
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Percentage of debt according to objects.’

Total, United Provinces

- c Non-
On- Un-~ | Agri- s Un-
Name of distriet, a P to | avoid- | produe-| cul- o duf{;:e prodno-
uckive.l ople, | tive, | tursl. ‘L tive,
. tural
Naini Tal and Almora .. 87 10 53 47 53 87 88
Garhwal .e . 21 11 €8 83 87 21 78

Hiuaraya, WEST e /7 11 63 28 62 a7 73
Tarawand Bhabar 88 22 40 50. 49 38 62
Bijnor . . bt 16 80 70 80 5t 45
Pilibhit o .. 13 23 28 2 28 45 54
Kheri . .. 40 &5 18 84 16 49 51
Sup-HIvaLaYa, WEBT ., 17 27 25 T4 26 47 53
Musafiarnagar e 21 55 24 76 24 at 79
Meorot aa ve 53 24 28 77 23 "3 47
Bulandshahr .. 24 43 a3 749 a8 2t 78
Aligarh .e . 18 28 24 76 24 48 52
Mottea - . 18 84 20 860 40 43 54
Mainpwri .. . as 84 28 72 28 83 62
BEtah . . 44 a1 23 75 25 41 53
Bndaun .. .- 24 42 B4 66 94 24 76
Farrukbabad - 21 a3 [ 55 44 56 21 79
Etawsh - " ea t8 27 15 85 15 58 41
INDO-GANGETIC FPualw,

WesT . .. 88 B84 23 73 28 88 62
Cawnpore .. .. 23 30 25 - %5 23 25 7>
Fatehpur .. . 24 59 17 83 - 17 g 7%
Allahabad .. . 18 52 50 52 b3 18 82
Luacknow .. .. a3 38 29 71 29 83 ). 67
Unao -e . 523 15 a5 63 30 30 B)
Rae Bareli .. .- 25 81 44 53 44 235 75
Bitapur . - . 21 50 23 74 28 94 70
Hardoi . ee 81 80 39 81 89 81 G2
Fysabad . s 23 87 38 63 32 a3 D)
Suitanpur .. .. 24 40 36 64 86 2¢ 76
Bara Banki .. . 14 8 86 €4 8d 14 88
INDO-GANGETIO PLAIN,

CENTEAL .. a- 24 40 88 64 36 24 76
Jalaun . . 49 ) 17 83 17 49 5t
Hamirpur .. . 36 32 43 58 43 38 &4
Banda .e . 39 31 0 v 80 [. &9 6l
CBNTRAL INDIA PLATEA 41 23 8o 70 80 it 59
Mirgapar .. . 17 a7 56 44 56 17 83
EAST SkTPURAS . 17 a7 o6 44 L 17 83
Gorakhpor .. . 24 a4 32 68 32 24 78
Basti . . a5 238 47 &3 47 25 75
Gonda . e 29 3¢ 85 €5 33 29 71

Soe-Hivarava, Easr .. 27 33 40 6 40 27 78
Benares .. . 28 10 64 36 (17} 26 74
Ghazipuz .. - 28 31 68 Y 59 28 i
INDO-G4KGETIC PrLAamM,

Easr .. . il aa ] 42 &8 21 k)

Co-operalivs socislies’

Jigwres,
Ghazipur .. . 53 23 5 75 25 &3 47
Kberi . . -B8 50 11 88 13 a3 83
Mirsapur .. . b1 26 23 77 23 1) 49
. Gorakhpor .. .. 62 35 13 87 18 62 83

Mainpuri .. . 83 61 7 98 7 82 83
Totnl, Co-operative figur 17 87 18 &4 16 &7 53

80 B4 88 64 86 0 70
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TaBLE V.
Indedtedness according to size of holding.
Between 5 and Between 10 and .
Less tham 5 acres. 10 acres, 90 acres. 20 acres and over, Total.
. N r -
District. Number| Amount {Number| Amount {Number| Amount [Number] Amount {Number| Amount
indcbt- of indebt- of indebt- of indebt- of indebt- of
ed. debt. ed, debt. ed. debt. ed. debt. ed. debt.
Rs. Rs Rs. Rs. Rs,
1, Dehra Dun . . 85 18,716 52 6,308 26 9,917 16 19,884 179 49,825
2, Naini Tal .. . .
é_ Af';;:,lm .. . . g 81 10,344 95 11,598 a7 3,099 7 2,930 210 27,971
4. Garhwal .. . .
Himazava, WEST . 166 24,660 147 17,906 53 13,016 23 22,814 389 77,796
. . 11 593 59 5.605 78 8809 28 10,386 176 25,343
o %i‘i?ﬁ?;puf. . . 131 71811 138 | 10663 o4 8045 33 2345 | 396 | <2823
7. Bijnor . . 18 2,361 25 4,645 34 6,035 10 1,788 87 14,829
8. Pilibhit .. - 102 9,118 43 5,497 16 809 8 470 169 15,894
9. Kheri .. . . 342 | 25,265 155| 13876 32 4,867 4 4076 533 ] 48084
Sup-HIMALAYA, WEST . 604 44,518 430 40,286 254 8,565 83 19,015 | 1,361 | 1,33,384
3 flarnagar . v 9 890 1 2,291 17 3,809 4 1,025 41 8,015
1(1) %ngnlta g . - 163 8,116 294 925,550 258 56,776 61 15,870 701 | 1,06,343
12. Balandshahr . . 147 20,387 148 47,218 121 57,528 30 38,497 446 | 1,58,625
13, Aligarh .. . . 86 12,880 100 19,557 104 29,225 48 87,045 338 98,707
14. Muttra .. . . 31 4,285 46 11,044 92 28,166 73 49,217 242 85,662
15, Agra . . .. 867 | 1,08,496 893 | 1,29,705 633 | 1,46,313 226 | 1,04,146 2,619 | 4,88,660
16. Mainpuri .. . . 476 57,862 214 43,199 87 29,042 36 25,204 813 | 1,55,307
17. Etah .. . . 261 29,913 152 17,087 60 15,343 a4 26,467 497 88,060
18. Budaun .. o .. 11 510 10 560 16 590 9 450 46 2,110
19. Moradabad . . 67 4,772 66 6,321 30 4,824 7 1,165 170 17,082
90. Shahjahanpur e . 27 2,226 67 4,209 13 1,464 3 342 110 8,241
91. Farrukhabad . . 479 77,229 384 56,409 111 29,281 35 24,284 959 | 1,87,203
22, Etawah .. .. .. 298 31,328 119 21,695 55 27,540 | , 11 16,335 418 96,893
INDO-GANGETIC PrarN, WEST | 2852 858,169 2,384 384,790 | 1,593 | 4.29,901 567 | 8,28,047 | 7,395 | 15,00,907
93. Cawnpore .. . . a77 23,079 175 99,606 60 14,244 17 3,017 529 62,946
94, Fatehpur .. .- . 57 8,505 80 14,460 8 7,350 11 6,560 106 36,875
25, Allahabad .. . .. 308 94,243 149 19,673 76 93,058 52 17,616 578 84,590
96. Lucknow v .. 701 53,640 320 36,458 94 22,197 8 2,532 1 1,123} 1,14,827
27. Unao . . . 220 10,566 107 15,186 25 8,264 29 8,932 381 32,898
28. Rae Bareli.. . . 452 36,501 109 13,785 43 32,308 20 15,575 624 98,169
99, Sitapur .. . . 232 34,337 172 19,034 38 5,501 7 4,087 449 62,959
30. Hardoi .. . . 380 66,333 192 41,028 55 23,629 33 26,837 660 | 1,57,812
31, Fyzabad .. . . 537 44,110 149 24,159 39 8,093 8 928 776 77,300
32 Sultanpur.. . .. 452 81,443 78 17,293 88 15,123 36 39,729 654 | 1,53,588
33, Partabgarh .. . 385 23,530 86 13975 34 7,595 9 2,623 514 49,022
31, Bara Banki . . | 1,001 81,098 289 54,198 77 20,952 a7 4,290 | 1,394 | 1.60,538
I5p0-G:sNGETIC PraiN, CENTRAL .. 5052 | 487,385 | 1,842 | 2,91,800 637 | 1,83814 257 1 1,29,025 | 7,788 | 10,91,524
35. Jhansi .. - .| 853 885791  sa5) 47597 | 406 | 57836 s3v| sn4ve| 1,801 1,94,974
36, Jalaun .. . . 131 8,847 157 11,344 97 12,360 85 24,6741 460 57,225
37, Hamirpur .. .. . 70 4,315 111 9,449 109 13,182 114 18,3683 404 43,279
38, Banda .. . . 454 96.798 316 53,203 234 37,476 169 43,882 | 1,178 | 151,359
CENTRAL INDIA PLATEAU 1,198 88,539 1 ]_,169 1,01,583 868 1'20,304 605 1,38,411 3,838 4,48.837
39. Mirzapur .. .. . 57 4,122 40 4,662 12 1,932 16 6,929 125 17,645
EAsT SATPURAS | 57 4,122 40 4,662 12 1,932 16 6,929 125 17,645
40. GQorakhpur.. .. .o ] 1,143 | 1,04,168 421 | 1,34,544 159 | 1,02.618 61 49503 [ 1,784 | 38,90,831
41. Basti . . . 647 | 45487 147 17,158 33 ] 27,637 28 | 59,007 861 | 1,49,989
42. Gonda .. . . 467 31,465 306 25,560 96 13,760 23 9,902 892 80,687
48, Bahraich .. . . 387 29,222 308 | 30,357 117 1,5820 66| 87,357 878 | 1,12,656
Sus-Hivanava, EAstT . 2644 | 210,342 1 1,183 | 2,07,619 411 | 1,59,833 178 | 1,55669 | 4,415 7,33,463
4i B 179 27,493 | 54 16,508 26 6,846 14 7,260 273 58,107
;4§ Je“‘*‘f"s . . . 9521 16,8621 159 96,524 71 61,671 25 37,559 | 1,207 | 3,57,616
e G‘]*a“n!.’“ .o . 145 24,352 41 14,316 26 30,382 11 30,826 293 99,826
B ‘i"]’z’P“r . T . 158 70,021 82 | 88,464 20} 44,070 3 4,971 263 | 2,06,825
48, Msamgarh || . . 149 7,211 94 4,365 22| 2940 8 1,790} 273 | 16,306
-ANDO-GiaxGETIC Pramv, Easr .. | 1583 | 290,939 | 430} 290,177 165 | 1,45,859 61| 81,706 | 2,239 ] 788,651
Total, United Provinces -+ | 14,156 | 15,08,074 | 7.614|19,68,823 | 3,990 |10,82,724 | 1,790 | 881,616 | 27,530 | 47,41,287
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TasLe VI.

Indebtedness in terms of rent.

v

Unencumbered.

Indebtedness equal to rent

Indebtedness equal to rent of period. ! Total encumbered,

Between one and

Over two years.

L for less than one year. two years.
District,
Debt Number offAmount of
free. |Number] Amount | Number |Number| Amount |Number] Amount | debtors. debt.
of of of of of of of
debtors.] debt. persons, |debtors,| debt. |debtors, debt.
1. Dehra Dun .. . Rey Rs. Rs, 138 Rs.
2, Naini Tal .. . . 272 4l 3,084 313 38 6,455 10C 39,386 45,841
3 Almora .. . . 1m
4. Garhwal .. . . 248 39 646 282 51 2030 120 25,205 27,325
HIMALAYA, WEST 515 80 4,630 595 89 8,485 220 64,681 309 73,166
5. Saharanpur . . 83 89 5,914 172 38 3,572 49 16,557 87 20,129
6. Bareilly .. . . 334 80 2,195 414 85 5,290 as1 20,749 316 26,039
7. Bijror .. .. 44 35 9,489 99 23 2,917 29 9,423 52 12,340
8. Pilibhit .. .. .. 73 30 389 103 25 894 114 14,611 139 15,505
9, Kheri . . .. 353 150 3,258 500 120 6,587 263 38,289 383 44,826
Sun-HiMAnava, WEST .. 884 384 13,545 1,268 201 19,260 636 99,579 977 | 1,18,839
10, Muzaifarnagar . . 10 6 907 16 18 2,795 17 4,313 35 7,108
11, Meerut . . .. 105 232 30,331 337 218 51,910 251 24,101 169 76,011
I2. Bulandshahr . .. 242 51 3,405 %08 89 6,782 386 { 1,48,438 395 | 1,55,220
18, Aligarh ., . . 182 80 7,498 262 67 13,360 191 78,854 258 91,214
14, Muttra .. . . 55 39 4,606 94 38 6,455 165 74,601 208 81,056
15. Agra .. . 524 286 8,701 760 382 29,504 | 2,001 } 4,50,455 2,888 | 4,79,959
16. Mainpuri .. . . 673 166 6,996 839 133 12,672 514 | 1,35,639 647 | 1,48,311
17. Etah . .. . 444 71 1,503 515 95 5,761 3811 80,796 426 86,557
18, Budaun .. . .. 96 31 ° 2 99 | 4 90 39 2,003 43 2,090
19. Moradabad . . 106 58 2,085 164 42 3,013 70 11,984 112 14,997
20. Shahjshanpur . - 41 36 1,081 77 32 2,073 42 5,137 74 7.210
21, Farrukhabad . . 644 174 6,435 818 164 14,401 621 | 1,66,367 785 | 1,80,768
22. Etawah .. . 483 109 2,968 592 55 4,657 249 89,268 304 93,925
Ixpo.GaxaETIC Praix, WEsT .. | 38605 1,261 76,481 4,866 | 1,307 | 152,478 | 4,827 | 12,71,953 6,134 | 14,234,426
23. Cawunpore .. . . 269 187 4,811 456 95 4,904 247 53,431 349 58,185
24, Fatehpur .. . . 36 5 280 41 50 8,110 51 83,435 101 86,595
35. Allahabad .. . . 403 103 3,250 511 154 9,439 316 71,901 470 81,340
96. Lucknow . . . 645 338 13,109 933 356 28,316 429 73,502 785 | 1,01,718
27. Unao . . 344 141 4,051 485 105 6,182 185 22,715 240 28,847
28, Rae Bareli.. .. . 579 236 6,716 815 138 8,008 230 83,450 288 91,453
29, Sitapur .. .. . 441 149 4,131 530 123 7,477 177 51,301 300 58,778
80, Hardoi .. . . 419 200 8,291 619 185 6,358 825 § 1,48,163 460 | 1,54,591
31, Fyzabad .. . . - 1,235 260 5,227 1,495 206 8,518 310 68,555 516 72,073
32, Sultanpur .. . . 288 276 92,076 564 84 7,043 294 | 1,24,469 378 | 1,31,512
83. Partabgarh . . 490 144 3,821 634 151 8,745 a19 36,456 370 45,201
34, Bara Banki .. oo | 1,769 546 18,647 2,315 416 26,103 432 | 1,15,788 848 | 1.41,891
INDO-GANGETIC PLAIN, CENTRAL . 6,918 | 2,500 89,460 9,508 2,013 | 1,224,048 | 3,185 ] 8,78,016 5,198 | 10,02,064
85, Jhansi .. - .. 753 169 3,803 922 124 5738 | 1,508 { 185,433 1,632 | 1,901,171
36, Jalaun .. . . 367 102 1,752 469 74 4,607 284 50,866 358 55,473
37. Hamirpur .. .. . 148 105 6,092 253 1021 - 5488 ‘197 83,699 299 39,187
38. Banda .o . . 1,038 q71 8,595 1,309 904 10,443 698 | 1,32,321 902 1 1,42,764
CENTRAL INDIA PrATRAU .. | 2,808 647 20,242 2,958 504 26,276 | 2687} 4,02,319 8,191 | 498535
39. Mirzapur .. . . 165 33 1,346 198 a7 2,649 65 13,650 92 16,299
EAST SATPURAS .. . 165 33 1,346 198 a7 2,649 65 13,650 92 16,299
40. Gorakhpur.. . -o | 1,907 236 7,140 9,143 250 10,911 { 1,298 | 8,72,780 1548 | 383,691
41, Basti .. . =+ | 2,133 266 8,955 2,399 185 4,167 460 | 1.41,167 595 | 145334
42. Gonda .. . . 744 272 7,417 1,016 218 | 14,420 402 | 58,850 620 | 737270
43. Bahraich ., . . 691 255 9,102 €46 187 | 16347 438 ] 87307 623 | 1,03,554
pus-HiMaraya, East | 5475] 1,029 97,614 6,504 750 45,745 | 2,596 | 6,60,104 3,386 | 7,05,849
44, Benares .. 153 58 1,747 206 37 9,754 | - 178 53,606 a5 56,860
45, Jaunpur .. . .1 249 53 2,711 9,545 47 .8274 | 1,107 } 8,51,631 1,154 | 38,54,905
46, Ghagzipur .. . . 820 18 440 338 26 16,367 179 83,019 205 99,386
47, Ballia .. . . 114 6 166 120 24 1,270 233 } 3,05,890 67| 2,06,660
48. Azamgath .. . .. 403 45 1,093 448 90 3,157 188 12,056 228 15,213
Ixpo-GaxgrTIC PLAIN, East .. | 3,482 180 6,157 3,657 294 26,822 | 1,885 | 7,05,702 2,059 | 7,32,524
GRAND TOTAL .. 1 23,3501 6,204} 939,475 29,549 | 5,245 | 4,05,758 | 16,101 | 40,96,004 91,346 | 45,01,763
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TABLE VII,

Ccw1o !

10
11
12

1

a

14

16
17
19
23

22

39

40
41

43

44
45
45
47
43

l Number

Digtrict. i Debt free, of Total debt.
-E debtors.
Dehra Dun ve .. .. 21 1 4,000
Naini Tal . ‘e .e
Almora . . .o . 106 4,637
Garhwal . . .

Himaraya, WEsT .. 21 107 8,637
Saharanpur .. .o ool 6 1 1,000
Bareilly e v .. 67 41 18,590
Bijnor., . . .. 6 8 26,855
Pilibhit . .. .. .- 8 43,366
Kheri.. . . .. 56 36 52,614
Sue-HiMAnAYA, WEST .. 135 94 1,42,325

Muzafiarnagar ., . . . . .o

Meerat . .. .. 9 . .e
Bulandshahr .n . .. 60 72 512,389
Aligarh .o .. .. 10 T 26,288
Mattra . .. . 1 16 3,857
Agra .. . . . 53 60 49,314
Mainpuri .. - o 30 33 393,692
Etah .. .. . .. 55 39 34,469
Budaun . . . 14 19 2,700
Moradabad e .e . . 19 8,579
Shahjahanpur . .. .. .. 2 810
Farrukhabad .. .. .. 31 35 45,113
Htawah .. 3 .. 3¢ 54 181,530
INGO-GANGETIC PraIN, WEST .. 302 356 12,08,671
Cawnpore .. . .e 16 12 16,615
Fatehpur . . . 19 18 26,540
Allahabad . .e .. 54 53 61,430
Lucknow e .. .. 35 53 51,108
Unao .. .. .e e 3 14 13,561
Rae Bareli ve . .. 12 48 9,641
Sitapur ve .. .. 12 56 . 117,983
Hardoi ‘e .. .. 75 129 116,702
Fyzabad . .. . 34 58 43,372
Sultanpur e ve . 44 59 81,796
Partabarh .. . .. .e 28 15,277
Bara Banki .e . 0. 76 180 15,62,676
INDO~GANGETIC YLAIN, CENTRAL . 330 658 21,16,696
Jhansi ‘e . .o 144 172 56,421
Jalaun . . .. 22 35 12,663
Hamirpur e . .. 20 15 8,250
Banda.. ‘e .. . 122 84 15,242
CuNTRAL INDIA PLATEAU .. 308 805 87,576
Mirzapur . . . 2 7 8,310
BAST SATPURAS . 2 7 8,310
Gorakhpur .a .e . 100 133 191,691
Basti .. .. . . 153 180 152,662
Gonda, . .. ve ‘e 7 40 45,336
Bahraich . . . . 4 *3,000

-

Sus-HivMarnayva, East . 230 347 415,689
Benares . . .. .. 5 737
Jaunpur . .. . 80 96 60,194
Ghazipar . . .. 5 24 46,449
Ballia ,. . .e e .. 4 3,650
Azamgarh . .. . 111 18 7,005
INDO-GANGETIC Pra1y, EasT . 206 147 118 085
GraxD ToTax .e 1,614 2,022 41,05,989
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TasLe VIIL

Indebtedness according to moneylenders.

Village Town - Co-opera- i
District. money- money- | Landlords.| Tenants. G:l\;(;rtn tive credit Urgs;;ssx Total .
lenders. lenders. ' sosoieties,
1, Dehra Dun .. . 200 3,650 20,170 1,092 5,230 11,016 12,467 53,825
2, Naini Tal .. .
3. Almora . ] 1,661 14,790 8,000 8,381 4,776 . . 32,608
4, Garhwal . .
Hivanava, WEsT,, .. 1,861 18,440 23,170 9,473 10,006 11,016 12,467 86,433
5. Saharanpur., . 1,615 8,059 4,480 980 130 11,079 26,348
6. Bareilly .. . 2,018 7,401 29,718 2,508 . 12,189 . 46,624
7. Bijnor .. .. 12,075 20,233 4,9€0 3,541 875 .. . 41,684
8, Filibhit .. .. . 4,268 52,133 2,82 30 . 59,260
9, Kheri . e 1,403 11,029 48,877 38,469 820 .. . 1,00,598
SuB-HIMALAYA, WEST .. 17,106 50,990 1,33,168 48,327 1,855 28,268 .- 2,74,709
10. Muzaflarnagar . . .. o e .. 8,015 . 8,015
11, Meerut .. . 39,850 43,010 . e 7,500 9,589 6,898 1,06,342
12, Bulandshahr . 5,185 3,60,477 2,37,280 62,264 5,808 .. o 6,71,014
13, Aligarh .. . 14,308 €4,305 15,781 11,410 3,267 18,748 2,181 1,24,995
14. Mauttra . .. 18,395 11,800 .. 10,180 822 23,009 31,313 89,519
15, Agra . .. 59,186 €6,023 1 59,636 65,736 11,639 1,45,75¢ . 5,37,97¢
18. Mainpuri .. . 11,540 99,447 3,99,301 24,363 3,355 10,993 .. 5,48,999
17. Etah . .. 7,197 36,843 48,657 29,014 818 . 1,92,529
18, Budaun .. .. 2,160 890 1,760 . . . . 4,810
19. Moradabad .. v . 1,002 1,375 8,312 932 14,670 . 25,591
90. Sbahjahanpur .. 412 846 .. . . .. 7,799 9,051
21, Farrukbabad . 7,268 40,215 47,387 18,004 1,922 20,491 97,729 2,382,316
22. Etah . . 9,266 1,37,015 49,377 21,698 11,067 .. oo 2,268,423
INDO-(RANGETIC Prain, 1,69,262 8,91,867 9,60,554 2,50,981 45,730 2,45,269 1,45,915 27,09,578
WEST.
23, Cawnpore . . 4,631 21,202 38,997 10,364 4,367 .. . 79,561
24, Fatehpur .. . 1,454 9,088 47,738 3,357 1,718 | . 63,415
25. Allahabad .. . 17,293 42,918 47,402 37,464 943 . . 1.46,020
26, Lucknow ., .- 484 26,684 1,01,420 7,827 8,466 18,663 7,386 1,65,930
27. Unao . . 838 13,234 7,091 18,825 997 10,974 . 46,459
28, Rae Bareli .. . 13,825, 23,432 15,818 24,408 268 18,921 11,143 1,07,810
29, Sitapur . . 46,954 36,014 53,557 16,173 578 - 22,671 1,80,942
80. Hardoi . . 15,557 90,487 1,27,771 21,318 4,077 .. 15,454 2,74,514
81, Fyzabad .. . 5,427 29,901 29,751 45,798 50 9,750 .. 1,20,672
32, Sultanpur .. . 7,208 3,585 1,14.624 34,063 |. 283 .. 75,626 2,35,384
33, Partabgarh.. . 312 1,344 38,522 4,423 67 19,631 .. 64,299
84, Bara Banki,. . 10,184 7,85,091 8,59,594 47,632 1,747 18,966 17,28,214
INDO-GANGETIC Pram, 1,23,662 10,82,980 14,87,285 2,66,547 18,611 96,905 1,32,280 32,08,220
CENTRAL,
85. Jhansi . 68,055 96,936 48,696 26,389 12,469 3,850 . 2,51,395
36. Jalaun .. . 3,882 28,994 29,746 2,746 4,520 . .. 69,888
87. Hamirpur .. . 353 .. 8,883 1,093 670 37,580 48,529
38. Banda . 6,513 33,474 80,567 83,227 7,631 5,169 1,66,801
CENTRAL INDIA PLATEAU .. 78,803 1,509,404 1,62.842 63,455 | 25200 | T 5850 42,769 5,36,413
89, Mirzapur .. o 899 7,082 2,212 . 5,287 10,525 25,955
HiAsT SATPURAS .o 899 7,032 2,212 . 5,487 10,525 25,955
40, Gorakhpur ., . 20,916 94,152 8,17,018 93,188 82,293 99,451 22,509 5,82,522
41, Basti . .. 8,476 95,794 1,58,789 32,427 830 . 12,635 3,01,951
42, Gonda .. . 1,627 27,104 22,901 50,814 3,845 15,588 7,144 1,29,028
43. Bahraich .. . 897 41,974 87,175 26,443 904 17,979 10,784 1,35,656
Sus-Hivatava, Basr .. 26,416 1,88,02¢ 5,33,878 2,02,872 87,872 56,018 53,072 | 11,490,152
44, Benares ., . . . .. .. . 17,150 41,694 58,844
45, Jaunpur . . 14,221 66,800 98,311 9,24,033 400 14,045 . 4,17,810
46, Gbazipur . . 469 36,262 57,893 51,651 . . - 1,46,275
47. Ballia o . 19,869 1,140 40,655 89,118 . .. 59,694 2,10,476
48, Azamgarh .. . 4,810 6,115 7,544 1,680 .. 3,162 23,811
E%‘;—GANGETIG Pram, 39,369 1,10,317 2,04,408 3,66,482 400 81,195 1,04,550 8,56,716
GRAND TOTAL . 4,56,479 | 25,03,871 | 8512,327 | 12,10,349 1,89,764 4,72,808 5,01,578 | 88,47,176
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TABLE VII.
" Indsbtedness of landlords,

winl Nomber
um- Distriok. Debh froe, of Total debs.
182, . debtors.
1 | Debhra Dun e s . a1 1 4,000
a Nﬂini T'l '] " e
8 | Almorn . . e . 106 4,697
¢ | Garhwal . - .a
HiMaraxa, WEgr . 1 107 8,687
5 | Sabarsopur .. .. . 8 1 1,000
8 | Bareilly . < e . 67 41 18,600
T | Bijoor.. .. . . 8 8 26,855
8 | Pilibhit . . v . 8 48,366
9 Kheli " (1] (%] - 58 36 52.61‘
Sup-HiManaya, Weer . 185 94 1,432,825
10 | Muosaflarnagar .. .a .. e . .
11 Mearnt ™ ’ s s 9 Y ..
13 | Bulsndshahr .. - .- 60 ™ 513,389
18 | Aligarh . . . 10 7 26,288
‘1‘ Hnttrl e . s 1 16 3.857
15 | Ages .. . - - 53 80 49,814
16 | Mainpuorl . .- . 80 83 898,698
17 | Etabh .. .. . . 55 39 94,469
1§ | Budaun . . .e 14 19 2,700
19 | Morandabad . .- . . 19 8,579
9} | Ghahjabanpur ., .. . . 2 810
81 | Farrokbabad .. - .- 8 86 45,118
11 | Fiamah e 0 - . 84 54 181,530
Inpo-GaNaneo Pramy, Wage . 802 858 12,08,671
23 | Cawnpore . . .. 16 12 18,615
24 | Fatohpur . . . 19 18 28,540
25 | Allabha we .. - 5 63 61,480
25 | Luoknow . . .. 33 53 52,108
27 | Uneo .. - .. o 8 14 . 18,561
28 | Ras Bareli .- - . 13 48 9,641
29 | Sitapur . - .- 19 56 . 117,988
80 | Hardoi . . .. 75 139 8702
81 | Fysabad - N . 84 b3 -
82. | Sultanpur - .. . &4 59 81,796
83 | Partabarh e .- - - %8 15377
3 {Barm Baunki .. - - 18 130 1552,676
+
Iz00-GARGRTIC MLars, OBSYRAL .. 830 653 $1,16,008
i
Y
u n.w (1] e - 1“ lﬂ m.m
8 | Jalsua . . o b 85 13,668
87 | Hamirpur . . o b ] 15 - 8,350
83 | Baads.. .- - . 133 o t&m
Curraan Inpia Puarav - 508 0 W h,ws
e R s UL AL TS NP - — 7
39 | Mirsapar . . - ] | . 8,310
Basy Sareonas .- ] L | 8310
| Gorakhoar o o o 100 o \ 2t RO



TaprLe VIII,

Indebtedness according to moneylenders.

Village Town C . | Oo-opera-
Districs, money- money- § Landlords. | Temanta. G,::;rtn tive credit
lenders, lenders, * sooieties,
)
t gem'l‘tml . . 200 8,850 20,170 1,092 5,200 | 11,018
N . . - ¢
8, Almors .. . } 1,661 14,780 8,000 8,381 778 ..
& G“h“l an ') '
Hniazava, Wear,, . 1,861 18,440 99,170 9,473 10008 | 11,016
8. Bsharsnpor,, “ 1,618 8,059 4,480 980 wo|  nom
8. Bnullly . at 2,018 7,401 22,718 9,508 v ‘ 13,189
7. Bin . . . 18,076 90,238 4,9F0 8,541 875 3 .
8. !‘ilibhlt .e . . 4,268 53,193 4 2,823 80 .-
9! xh.!l (L] L1 ll‘os 11,0.39 ‘8|377 88.‘69 890 i am
Bun-Himanava, Was? . 17,108 50,990 1,88,188 48,927 1,885 |; 25,268
10. Muossflarnagar . s . . - s . ! 8,015
11, Maerub . 89,850 48,010 e .- 7,500 | 9,569
19, Bulhndlhh! . 6,188 9,860,477 297,980 62,264 5,808 ..
18, Aligath .. . 14,808 €4,808 15,781, 11,410 s.ae'rh 18,748
14, Musea we as 18,898 11,800 . 10,180 828 25,009
15, Agras . . 59,188 £6,039 1 59,638 85,786 11,689 1,45,754
18. Maiopurl . . 11,640 00,447 8,99,801 24,863 8,355 10,
17. Bish as . 7!9‘7 86,843 48,057 26,014 .
18, Buodaum . . 2,160 890 1,780 . . .
18. Moradabad .. .- o 1,008 1,875 8312 933 14,670
20, Shahjabanpur . 419 B840 . . - .
1. Farrukbabad s ¥.968 40,915 47,887 18,004 1,329 20,401
$2. Btab Y an 9,266 1,987,015 49,877 11,698 11,067 ae
nx‘;'p;?;mnm PraIm, 1,869,963 8,91,88%7 9,80, 4,50,881 45,780 B 245,369
-
3, 0‘“’0“ an (1Y 4632 ‘1,’0‘ 88,997 10.3“ 4,987 §: n
24, Fatehpur .. . LéM 9,088 47,758 8,357 1,798 .
35. Allahabad ,, . 19,299 43,918 47400 87,464 48 f ..
3. Lucknow .. - 454 95,684 1, 01420 7.827 8,466 18,668
9?‘ Um aw as F 838 13334 7.091 18:3“ 99? 10.97‘
8. Ras Barall .. . 18,885, 23,483 16818 24,408 253 18,911
. Sltapur - .- 46,954 88,014 5,557 16,178 578 .-
80, Hardof . .- 15,557 90,487 1,237,771 91,318 #077 .
3L Fysabad . .- 5,437 99,901 29,751 45,798 50 9,750
3. Soldanpur .. .- 7,908 8,635 1,14634 84,068 263 .
83. Partabgarh .. . 819 1,544 838,593 4,498 67 19801
84. Bara Bauki,. ar 10,184 1,85,{91 8, 50,504 47,638 LY4Y 18,966
Invo-Ganaayn Pram, 663
0. : 1,93 10,582,530 14,87, 266,547 18,611 96.905
8 Jhanal -t as 63,055 w 8.8:0
3, Jalsun . as a.689 m 2:% 1,746 1::3
ST, Hamirpur .. . 853 . 8,839 1,008 670 -
$3. Banda . - 8,513 83,474 60,567 83,237 .69t .-
R el e = - :
Caxrran Isnia Pravmav ... 15,808 159,404 183,848 63,455 - 35,290 |) Ty 1 i
98, ui‘m TS - S 899 7,083 m -. m
Nas? Saveoman wl - sl  gossl  ams A Y |




— " 1
, Caste group I, Oam;gronp 11,
LB 1
A 1
Distric. Nomber|Number| , -, |Number ﬁum‘be: Amonnt | Num
- 0 o of 0 . 8 of Oﬂ
debt | indebt- debd | indebt- ,
free, od: debt. 1 ftree. . debt. del::iii
o y
— - /
Fs. Bs,
, Dehra Dun ,, . 137 105{ 40,974 ulig 1 570
%. Eumaun .. .- 164 173 11,488 7§80 8,118 :
Hiuipavs, WEaT . 201 77 53,457 18 87 0.682 .
8. Bahsranpur.. " b 28] - 563 . §L1 .
4. Bareilly .. . 199 158 24,858 79 | ¥ 145 11,188
ﬂ. Bijno’ 1) L L] a4 87 86:w1 we : . '
6, Pilibhié ., .- T 841 49,861 25 & 67| 10,998
T, Kheri . i 123| 1881 58,098 sof') e9| 13,634
-Bus-Hourazs, Weez o | 878 | ae| 16008 sa|, fous | a57as
3. n““ﬁ“n‘g" bl (1] s we L 1] .. LA
9. Mesrnt " v £6 628 98,701 40 8 578
10, Bulanishshz . 90 164 | 5,08,858 8 1] 69,617
11, Aligath .. o 78 134 74,708 66 89 17,138
19, Muties .. " 17 55 85,871 7] i 88 19,255
19. Ages . . 295 060 | 9.44,107 58 698 | 1,156,983
14, Mainpuri .. " 185 213 | 447,718 256 266 | 49,664
15, Ewh . - 140 146 98,188 185 250 ] 94709
16 Budesun .. - 9 16 9,490 69 88 -1,740
17. Moradabad ,, - 46 94 10,080 10 5 210
18, Bhahjshanpue . 8 13 2,584 . 40 3.738
19, Ferrukhabad . 26 303 | 1,00,477 238 413 84,351
90. Biawmah .. . 164 120 | 1,58.916 11 1115 46,771
Ixpo-Garentro Prant, Waer | 1300 | 9740 { 1766611 | 1,00 {m 4,91.9%7
21, Cawnpore . .. | 10| 0| s wl tusl| oss
23, Fatehpor .. . 19 81 55,93 8 8 1,380
23, Allsha . . 181 2511 102735 101 €9 23,395
4. Luckoow .. .- 118 198 69,481 984 856 51337
93 Unso [T e 83 63 18,778 L] 86 13,157
26 Rae Barell .. . 129 215 66,831 208 154 18,359
27. Bitapur . . 145 141 | 1,559715 i ¥ 53 6.630
8. Huardoi as - 187 260 1 3233948 86 118 13,543
9, Fypabad . Il 1T ] 95,019 99 ims 9,359
80. Sultaspur ., . 13t WY L5445 87| ¢ so 4,339
81. Parwbgwch ., . 104 158 87.647 108 0L 19,990
83, Bare Bankl ., . 0w 816 | 1506,410 5608 6al 84,613
hrpo-Sarenro Poart, { jees| 298 | sssvess | 1sie ﬁuse 2.88,608
CRBETRAL, .
83, Jhens! .- = 3 e o8 9 803 ts:u 139176
84, Jalaum - ... .. 100 136 16.530 Y 84 ¥ 08831 Juamu
35 Hamirpur .. .- n 185 94,437 15 83 13,644
Caryaab Ixpia PLaTma® .. 86 | 1008} 1g3.m14 sa1l L0 9084
ST. Mirmapur .. . ® | 58| 1435 | 1) 13|



( 147 )

APPENDIX II.
Method of estimating the total volume of debt.

1. The statistics which we have used-as a basis for estimating
the total debt of the province consist of : (2) The total figures of tenants
and peasant-proprietors’ debt as collected by the revenue staff; (b) u
certain part of similar debt statistics collected in the course of our
surveys or provided by our witnesses to the extent of Ra. 24,81,140
affecting 23,825 persons; (c¢) the statistics of landlords’ debt as collected
by the revenue staff excluding that part of it which we estimate to-be
mortgaged 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 landlords, peasant~
proprietors and tenants. These three classes can be taken as equivalent
between them fo the two census occupations described as—(1) income
from rent of agricultural land and (2) ordinary cultivation.(*) The
former term represents ‘‘the rent receiver’ i.e., the landholder, who
derives the greater part of his income from the rent of his land; the
Intter 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 cultivatitn., Roughly, the former occupation -
covers the bigger landlords; the second the tenant and the peasant-pro--
prietor, The total figures (rounded) as at the last census are :—

(1) ircome fr. m rent ¢f agriculiurel 1 nd . .. 812,000 .
{2) «rdivary coltivation .. . .. . 28,503,000

Census Table I, column 11, gives the total rural population, which
amounts to 40,570,000. The difference between this figure and
the sum of the two former figures represents roughly that part of the
rural population which cultivates no land of its own.

3. The first step in framing our estimate, therefore, was to
secertain the percentage of the total rural population which is non-
ngncultunst_: to apply that proportion to the population, on the
debt of which our figures were based (675,000 round); and to deduct .
the result from that figure :—thus giving us a population which eorress
ponded to the total of the $wo agricultural occupations mentioned above.

(') Cearus Table XVII, clanes (a), subclavse (1), Order I, sabdivisions 1 and I '
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4. These figures, however, include not merely Iandlorde, tenants
and peasant-proprietors, but also their dependants. The next- stap,.
therefore, was to adjust the figures so as o ascertain how many of the-

- persons included under these two heads were potential debtors. In
the case of the eniry “income from rent of agricultural land’’, no more:’
was pecessary 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’’,.
however, the calculation was more difficeM. “‘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 as actnak
workers are potential debtors,

5. To allow for these facts we have made the following adjust-
ments :—

{a) The proportion of workers under the head ‘‘income from agri-
cultural land” to the total under that head was first
ascertained and applied to the number of landlords actually
recorded in our statistics. The resultant figure was sub--
tracted from the agricultural population already ascertained,
thus leaving a total figure representing temants and’
peasant-proprietors.

(b) The pumber of actual tenants and peasant-proprietors in our
statistics was then divided into the total population of
such cultivators, which gave tbe proportion of ~potential
debtors to the rest.

. {¢) The total figure of cultivators as given in Census Table XVI1
wag then divided by that figure, the resuli being the total
number of potential debtors in the area concerned.

6. The next step was to ascertain the debt per head according to-
onr statistics, and to multiply the figure just mentioned, namely the
total figures of potential debtors, by the ascertained debt per head. In
the case of landiords, all that was necessary was to multiply the total
number of actual workers under the head ‘‘income from rent of agri-
coltural land”’ by the average debt per landlord, as ascertained hy our
statistics.

7. For tenants and peasant-proprietors it was necessary to make
the calculation separately for the seven natural divisions which lie in
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the plains; and in the eighth or hill natural division, for the following
tracts.separately : —
Dehra Dun;
Rumaun divigion, hill tracts
Kfimawn division, Tarsi and Bhabar,
For landlords it sufficed to make a single caleulution for the whole
province. The figures for these various areas are as follows :—

Denoription of debl and area, E.&i:;szl‘d
L 80k,
Re.,
Toenunts and pessant propristors, Dehre Dun o .- £9,58,000
Eumaun division, hill tracts . . . o 42,886,000
Kumauo divieion, Tarai and Bhabar . . e 42,78,0000
..
Total, Himalaya, Wesh . 1,14,44,000
Eub—Bimtlayl. Woah . LD ' . L1 1,57,80,000
Indo-Gangetio Plain, Wni .“ - . . 11,28,75,000
Indo- Gangetic Plain, Central .. . ' - 5,11,91,000:
Conire! Indin Plabun - . . . 1,77,08,000
East Batpuras . . . 97,88,00)
Bub-Himslays, East .. . . . . 2,71,68,000
Indo-Gangetio Plain, East . as . . 7,15,64,000
Total, Tenants sud peasant proprietora s 51,09,94,000
Landlords {exeluding mnlhgaga debt) v . .- 19,20,60,000
alovignge debh . . .. . 70.60,00,000
(3Baxp ToTaL o 1,90,30,54,000

8. To this sum, however, we made the following additions :—

(1) The total number of farm servants and field labourers is jusk
under 4 nifllions, representing some 867,000 families. Some
of these are undoubtedly debt-free. The others probahly
owe on an avernge one gist apiece. We estimate for the
debt of these agriculturists 75 lakhs.

() There is a considerable amount of unregistered usufmctuary
mortgages both of the ordinary type and of the tvpa
of subleases. The number of such mortgages is probably
considerable, but the sum must always be under Rs. 100.
We estimate on this account 23 lakhs, amounting to one
per cent. of the registered usufructuary mortgages.

(3) To allow for possible understatement of debt, we have allowed
for » margin of § per cent. on the two items, tenants and
peasant-proprietors’ debt, and landlords' debt other than
land martgage debt—a figure amounting to Rs. 2,51,54,000.
The total thus becomes Rs. 1.23,8208.000 or in round
figures 124 crores.



CHAPTER V.

AGRIOCULTURAL MARRETING.

244. Isolation of the cultivator.—1In 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 isolation,
cut off from the town where alone he can sell his wares, an 1solation which
the development of transport facilities could only mitigate because it is
inberent in the occupation of agriculture. That isolation has brought
into existence a horde of itinerant dealers (beoparis), carriers and interme-
diaries to serve as & connecting link between the peasant and his market,
and to intercept a portion of his rightful profits. In this business the
mahajan has his share; he is often himself one of these intermediaiies,
and whilst supplying credit for production, has his eye upon the product.
In other parts of the country, such as some districts of Eastern Bengal,
the moneylender's power is limited, because a constanf succession of
«crops enables the cultivator tc repay him quickly. But in this province,
-with only two crops and an uncertain rainfall, moneylenders are 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 communications.—One cause of the multiplicity of
itinerant grain-dealers and carriers in the province is its unsatisfactory
communications, both from the fields to the village and from the village
to the mandi. Metalled roads, whether provincial or local, are for the
most part sufficiently good, and Government 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 village lanes are narrow,
tortuous, often cut up by ravines and often impassable; transport is slow
.apd costly, and imposes such a severe strain on the villager’s bullocks,
that he is compelled to depend principally on the beopari, who alone
‘possesses means of transport and animal power sufficient to undertake
the movement of produce.

246. At the present day agricultural produce is usually transported
from villages to the village market (painth) or market town (mandi)
in bullock and camel carts, on pack animals such as camels, ponies,
‘buffaloes and donkeys, or in head-loads. There was formerly a brisk
viver traffic, especially along the Ganges, Junina and Ghagra, but it has
greatly declined in importance. In the hill districts pack-animals and
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‘head-londs are more,common than elsewhere. -Motor transport has:
considerably increased in recent years, and in some districts the lorry:
and motot-bus has come to stay; but at present they carry for-the
most part only passengers and perishable goods, such as fruit and
vegetables, Bad roads and lack of mechanics, as well as the
seasonal nature of the traffic, will hinder the development. of motor.
transport in the rural areas. ;

247. Types of stinerant middlemen.—The ‘Ba.njaras(‘) are well:
known in many parts of the province, nomadic middlemen, who collect:
grain in the villages. Elsewhere they are powerful moneylenders; for
instance, in the Tarai and Bhabar, where by keeping the Tharu and
Bhoksa agriculturist permanently in their debt they are able to
secure their rice crops at a favourable rate against their advances.
In most parts of the province, the beoparis are larhiwans with their
carts or banias with their pack bullocks, ponies or buffaloes, who wander
from village to village at the harvest season, and buy up grain. In some
parts, such as Gonda and Bahraich districts, the larhiwans operate with
their own capital; in the hills the business is in the hands of ponywalas
who are sometimes financed by grain merchants. SBometimea the village
potter disposes of the cultivator’s produce, which he brings to the mandi
on his donkey; he is said to be skilful in deceiving the cultivator by false
weighment.

248. The oillaga taula.—The village tauls or weighman wusually
measures the grain. Occasionally he brings samples weighing a chhattak
or 8o 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 taula is
eliminated, and the cultivator himself takes his samples to the market.

249, Periodical markets,—Well-to-do cultivators often send their
produce in their own carts either to the mandi or the periodical market
(painth). Such markets are held once or twice a week in important
localities. It has been estimated that in & Basti village cartmen carry .

()The Banjaras are & tribe whose business it is to be carriers of grain. They are
mentioned by Badsoni, “'They traverse the eomniry conveying the grain, often from the
groatost distances, in large bodies which resemble the march of an army. “They encamp
with regularity, never lodging in houses; wre strongly armed; and resdy to fight no
contemptible battle in their defence. The practice comes down from a remobs antiquity;
sod marks that unsettled and barbarcus state of sociely when merchants are obliged to
depend upon themselves for the means of their defence. .

Ths experienced utility of their services has procured them considerable p.rmlegn. :
They sve regurded ms Dectral in all waye: they emjoy & right of transit thromgh-all.
countries and the armies which spare mmmm-wmm
Vnhkd.dmpuhng&opmpﬂ%ydthom;m“ .

(il nndw:lm, History of Brtish India, V., p. 395, wmt_
. Tewarikh, p, M0, Dole.

10
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75 per cent. of the produce to the market, whilst village banias and
beoparis carry 25 per cent. The beopari, however, plays & more .
fmportant part in the marketing of valuable crops like linseed, mus-
tard, wheat or sugarcane. While the cartman’s operations are con-
fined mainly to roadside villages, the beopari goes everywhere, and’
either pays in cash or takes over the produce on credit. The beopari
in his turn sells to the arhatia who forms the next link in the chain
of marketing agencies. ‘Occasionally too, the agents of large exporting
firms visit the bigger markets and landlords 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.

250. Difference between organised and wunorganised markets.—
There is a regular routine in agriculture; the cheaper food grains are
grown in the kharif, the money crops in the rabi. But where cir-
cumstances are favourable, where irrigation is adequate, where soils- are
specially fertile, or agriculturists specially skilful, there is a tendency
to abandon routine and to grow more of the remunerative crops, such
as spgarcane, cotton or wheat. And 'marketing matches production.
dn a tract of routine agriculture, where the quantity of marketable crops
is small and their quality poor, the trade is in the hands of small men
and concentrated in village markets or small mandis. 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 mandis that the wholesale arhatia is
found; the financier who, by lending capital to the beoparis, makes sure
that the produce of the neighbourhood should reach him regularly at
harvest 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 arhatis in the larger mandi,
who often finances him. . R

251. Hypothecation and disposal of erops io moneylem?ers.—-(a)
iThe khandsali system.—In tracts which grow valuable crops the village
mahajan often uses his influence over a debtor to secure a lien on
his produce. For instance, the cane-growing aress of this province
have brought into existence a distinctive type of mahajan called the-
khandsali, who advances loans many months before the sugarcane crop
is ripe on the stipulation that the sugarcane juice will be sold at a
forward rate, which rate is nsually 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 suffers by charging no interest on the loan. The following is
a typical example from Bareilly district. The khandsali advanced
in July, August and early September sbout half the yield
of sugarcane valued, the balance being given at the time of crushing.
The cultivator by a forwa.rd contract accepted & rate of Rs. 20 to Ras. 25
per 100 maunds of juice. As the proportion of juice fo cane is 11 to
20, this works out, roughly, to 2} annas per maund of cane. Some-
times the khandsali offers 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 seld it at the harvest rate they would
have obtained nearly 8 annas per maund (of juice).

(b) Cotton.—The mahajan often secures a cotton crop by forward
agreement at a low price. The following is an instance from Cawnpore
district. A mahajan purchased 100 maunds of raw cotton for Rs. &
per maund. He sold the raw cotton in one of the larger markets for
Rs. 9 a maund, making a profit of Rs. 100 on expenditure of Rs. 800;
his charges for cartage, handling and market dues would bs some
Rp. 15, so that his net profit was Rs. 85 or 10°7 per cent. The culti~

vator received, net, approximately fourteen annas per maund less than if
he had marketed bis crop himself.

(a) Flowers.—The perfume dealers of Kanaunj, Delhi or Ahmad-
abad make advances to farmers, who stipulate to supply roses produced
in the next season at a price settied when the contract is made. The
perfume manufacturers of Javnpur also advance money to rose growers
in Ghazipur on similar conditione at nominal interest.

{d) Ches.—A similar system of advances is prevalent in many
districts for the marketing of ghee, The arhatias lend money to the
village ghee dealers, who i their turn advance amall amounts to culti-
vators. The latter undertake to supply to the dealers a fixed amount
of ghee during the season. 'The price paid for ghee in advance is usually
from 25 to 30 per cent. below the current market rate, and is often
based on ® seer of 80 to 120 tolas. In Etawah the cultivator also
sgrees to & penalty clause in cast he fails to supply the stipulated
smount of ghee; the value of the balance at the current market rate
plus 25 per cent. is deducted from the smount paid {0 him at the
beginning of the next season. The village ghee dealer thus collects
ghes from the countryside and sells it to his arhatia, who disposes of
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it to the meérchant at a price which is settled by bargaining. At Etawak

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

Etawah is one of 50 seers. Several market dues have to be paid by the -
village dealer, while certain deductions are also made for adulteration
or for mattha (curds).

2£2. Open prices—When the cane, coftton 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 mahajon or beopari
can always get the cultivator into his grip or that he abuses his
advantage. The cultivators are shrewd enough to ascertain the mandsi
prices and to calculate their transport and other charges; and the
. solvent among them often dispose of their produce not to the beopari,
but directly at the mandi. In an organised market like that at Hapur
cultivators from distant villages assemble in the morning at the shop
of a kachcha arhatia. together with pakka arhatias or their brokers.
The bargain is the result of competition; the karda (allowance for waste
due to dirt and adulteration) is settled by the kachcha arhatia. The
nalladari (porterage) and weighing charges, doles for charity, etc., are
paid by the cultivator. Even after deducting these charges the cultwator,
when he markets his produce himself, obtains a good price for it.

253. The rdle of the bea;pan —Of all the partles to a transaction
in grain, whethér it takes place in the rural or in the urban market,
the most important is the village bania or beopari; and his importance
increases with the distance between village and market. The beopars
. takes upon himself all trade risks, while his margin of profit, espectally
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 npon fluctuations of prices and upon certain economies
which the cultivator dealing in small quantities cannot secure. By
the intervention of the beopari fthe 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 beopars is often himself a cultivator, rich enocugh
to take risks which an ordinary cultivator cannot; for if =&
small cultivator were to market his produce himself he would run many
visks, mostly resulting from his own ignorance, and incur expenditure that
he cannot afford for transport, lodging and food. In short, in the present
anorganised system of credit and marketing the itinerant beopari is a
necessity. 1
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. 2B4. Difference of prices between the large mandi and the country
mandi.—But the beopaeri, partly perhaps because he is indispensable,
is apt to exploit the ignorance and helplessness of the peasant, like his
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
mnable to obtain a fair price in the small mandi. In Roklilkhand wheat
sells in the Jarge mandis at 8 seers per rupee; but the cultivator who
‘brings his grain to the village market gets 9 seers per rupee, a loss of
D annas a maund. In the village markets of Benares district hemp
sells at Rs. 6 per maund; in the city market after payment of cartage
and market dues at 12 annas & maund, it sells at Rs. 7, o difference of
Rs. 1-4-0 8 maund.(*) In the district of Lucknow the bania has ordin-
arily a margin of at least 12 per cent. owing to the difference in rates.
The usual 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
seers, per ruped. Accurate data relating to this difference in rates are
not available 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 necessary charges, must be due to inefficient marketing arrange-
ments,

855. The roles of the kachcha end the pakka arhatia-—As the
beopars links the village with the small mands, so the kachcha arhatia
is the link between the small mandi and the big organised market.
The distinction between the kachcha arhatia and pakkae arhatia which
is found in some big markets is of great importance. The kachcha arhatia
acts as & commission agent for all sellers in the countryside, including
cultivators, village banias, beoparis and other itinerant carriers. The
pakka or wholesale arhatia does not deal directly with the sellers, but buys
through the kachcha arhatia. It is to him, rather than $o the kackcha
arhatia, that the exporting firm or grain merchant send their agenta.
The volumne of his business yields him o large a profit, that the loss
which he incurs by buying through the kachcha arhatis scarcely affecks
him, The pakka arhatias at such a market as Hapur are in close touch
with the foreign markets through their head offices at the ports; and
thus the movement of world prices govern the Hapur prices, which in
their turn govern the prices of the small market and the village. But
the arhatia’s sales are not only to the export snd wholesale trade, but to the
retail trade too. He is the primary distributor of agricultural produce,
aud so stands at the apex of the structure of Indian marketing, with
the kachcha arhatia and the desler in the small mandi in the middle
and the village bania, beopari and cartman at its base.

r‘a&ﬂm.e.chm'.mmme&.mumnwmvam




( 156 )

256. Marketing finance. —Marketing finance be0'1ns when the pro-
duce is ready on the threshing floor, or even eatlier, 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 beopari 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 as early as possible to market. Whether it is the cultivator
himself, or the béopari, or the cartman who brings the commodities,
whether they are sold directly or through the kachcha arhatia, they are
ultimately. bought by the pekkg arhatic, and it is he who has to provide
the money for the purchase. If he has already advanced money to the
beopari 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 the 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’s pegsonal capital is seldom large enough to meet
all the requirements of his business, and he must himself borrow to
increase his resources. He usually wants financial facilities in three
forms: (a) For general business purposes, to advance to the beopari,
or for storage and movement of goods, ete.; (b) against storage, to pay
for the produce and bold it till it is sold, or till the client on whose
behalf he is holding it has paid for it in full; (¢) for the movement of
prpduce from his mandi to the port fown, mill yard or other place where
1t 18 required. The following are the methods in which he obtains
money for these objects.

258. (a) For general business purposes.—The arhatia makes arrange-
ments with his sarraf or bank to give him the necessary accommodation,
the amount and nature of which will naturally depend upon his relaiions
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 & 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 sarraf who makes the
advance, may in turn endorse the hundi to a commercial bank to be
discounted, and so recoup his resources. If the banker’s office is situ-
ated in the same place as that of the arhatia the transaction is simple;
he obtaine money from, and repays at the banker’s office. Buf if the
{ender and borrower live in different places, the funds can be transferred
in one of two ways :—

' (i) The lender sends a hundi or another instrumnent payable at the
place where the borrower resides. The hundi is usually
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darshani, but it may be a matured muddaii hundi, drawn
by some trader in that place, and now due for payment.

(ii) The borrower draws & -darshani hundi upon his financier and
gells if in the lacal marke.

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
liguidated by the despatch of goods.

(b) For storage.—This is a much more common form of advance.
The arhatia pledges his goods to his financier. He has produce stored -
in godowns, kothas or khatlis, and he transfers the possession of the
godown to the lender. If his financier is an indigenous banker he
simply contents himself with the key of the godown; but if he is dealing
with & commercial bank, the bank puts 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 effect of reducing, pro tanto, his
credit; and some of the bigger arhatias regard it as derogatory, and
will not take advantage of the financial accommodation which storage
¢an procure. The banks generally advance 75 per cent. of the value
‘of goods, but the sarraf is satisfied, as a rule, with & 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 hia client. He asually,
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 client
whose means are substantial may pay the arhatia the full value of the
goods to save himself from interest charges. As it is not always possible for
& banker to be present when goods are being stored, he cannot be certain
that the goods are aa 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 reputation for integrity. It may be incidentally-
mentioned that the kotha or khatti may be sold several times before
it is finally emptied and its contents sold for consumption or expart.
For the quantity and quality of contents the intermediate purchasers
rely upon the beejak (invoice) of the person who first filled the kotha or
khatti, which invoice passes from every seller to every purchaser. It is
extremely rare that the beejak is fradulently prepared, but if on opening
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‘the store a discrepancy is discovered between the actual weight or quality
and that described in the beejak, the original or first seller is respons-
-ible for making good the difference. The beejak, however, is not an
instrument of ownership, but only evidence of weight and quality.

- {©) Movements of goods.—When the arhatia sells his goods locally
e receives the value locally. Usually he bas to wait for payment for
& cerfain 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 purchaser or, more commonly, he will
draw on the purchaser for the funds. The sale price may either be
absolute or dependent on the quality. In the former case he may draw
. up to the full value, but in 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
Jpurchaser at destination. If he is simply consigning goods to bis 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.

Funds are drawn by means of a darshani hundi : the seller or agent
‘at destination pays the amount of the hundi to its payee or holder.
.Such hundis may be either supported by a railway receipt or be clean.
In the latter cdse the railway recelpf. is sent directly to the comsignee
‘and is made out in his name; in the former case the consignor and
consignee afe the same, so that he may be competent to endorse the
receipt to the banker to whom he offers the documents for purchase.

"~ The banks generally prefer that hundis should be supported by
receipts, since their risk is thereby reduced. The limit for the purchase
of clean hundis is considerable only in the case of respectable clients.
Some consignees, however, insist on receipis 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 arhatias in such a case, who must

. then sell their darshani hundis to a sahukar or sarraf.

'We have so far considered only cash sales, Sometimes, an arhatia
sells on credit, at a period fixed by mutual acrangement. 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 fa.vour of the seller the latter can endorse it to his
-financier, and get accommodation in case of need.
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259. JImprovements in marketing finance.—This description makes
clear -the deficiencies which exist in the present system of marketing
finance, 'We make the following suggestions i— |

(8) The cultivator’s power of holding up stocks should be in-
creased; this is possible if the co-operative.credit societies
undertake marketing finance. Tbe cultivator will then be
able to get practically the full market price on the security
of his produce, without actually selling it. And because
the whole of the crop will not be marketed at the same
time and sale will keep pace with demand, the return to
the agriculturists will be increased. '

(b) Storage.—We show later how storage could be reformed so
as to create negotiable instraments of owmership.

{¢) Trade bills,—If merchants introduce trade muddati hundis,
instead of the present book credits they will create nego-
tiable instruments of an acceptable kind, which can be
used as, and expand the basis of, credit.

(d) Railway receipts and darshani hundis.—If the practice of sup-
porting darshani hundis with railway receipts be extended
it will be easier to sell them in the market and to banks.

260. Dealings in futures.—The agriculturist in an outlying area
suffera a great deal from the fluctuation of market prices; and in all
sgricultural countries, We find, besides the distributors, a class of traders
who specialize in undertaking commercial risks and whose transactions
are in aocord with the seasonal and world movement of prices. Their.
business tends to make daily market prices correspond to the move-
ments in supply and demand as they vary from season to season. In
our province this function is chiefly in the hands of the pakks arhatias,
through transactions known as badni ka satta.(®} At Hapur, Ghaziabad,
Meerut, Muzaffarnagar, Deoband, Shamli, Secunderabad, Dankaur,
Hathras, and Agra large dealings in futures take place; each market
speculates chiefly in its own special product,—wheat in the marts in
Moeerut district, wheat, cotton, barley and bajra in Hathras, and cotton,
cotton seeds, gram and bajre in Agra. Such transactions take place in
terms of khatiss, sacks, maunds or (in the case of cotton), khandis.
Most of these transactions are settled in terms of differences, i.e., the
smount by which the value of the commodity rises or falls; not merely is
there no actual delivery of goods, but s very small sum may serve as
cover for a large transaction. There are different conventions in differ-
ent markets relating to the time and methods of settlement charges,
and the proportion of the cover to the amount of the transactions. The
Chambers of Commerce established in many of these markets are now

{*) Badnimcontract for future sale (of grain). Setis=transscsion,
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endeavouring to regularise these conventions in the form of rules 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, as well as non-members, often indulge in
unauthorised transactions such as feji ke satte (put option), mandi ka
satta (call option}, and nezrana (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 1s that it shatters prices with a travel-
ling load of 10,000 maunds of grain, which is dumped in the area in which
prices are steady to lower them ad Iib, and then, after effecting pur-
chases, the prices are forced up' again. The well-known evils of cornering
and Qumping are practised in a movel form."

262. Practical defects of marketing.—There are other defects in the
marketing system which can only be cured by legislation or administra-
tive regulation. These are :— '

(a) the use of a variety of local weights or measures;

(b} false weighment; ¢

{¢) the levy of a variety of incidental charges and imposts;
(d) the ahsence of grading;

(e) the secret settlement of prices.

963. (a) Variety of local weights and measures.—The confusing
variety of weights and measures in India has often attracted the atten-
tion of the Government. The Weights and Measures Committee re-
commended standardisation in 1918-14, but its recommendations have so
far been ignored. Recently the Royal Agricultural Commission have
dealt with this matter. They realised 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 trade 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 parts of the province for all kinds of grain transac-
tions and payment in kind, with a view to introducing standard weights
and measures. In many areas the weight used for rural transactions
is different from.that used in the mandi; and it is always the cultivator



{ 161 )

who suffers. Thus in Muttra district, for instance, the village maund
is 45 seers, and though it is converted into standard measure there is
always room for discrepancy. There is already a tendency for approxi-
mation of local to standard measures, and any action taken by the govern-
ment will accelerate the change.

2066. (b} Incidental charges.—In most markets there is a large
variety of incidental marketing charges. It is only in the bigger mandis
that the erhatias levy uniform charges from cultivators, and even here
these differ from the charges which the beoparis have to pay; for the
beoparis are frequent visitors to the mandi, and the arhatis is anxious
to secure their custom. Further, the charges for various items differ
n different arhats; and cultivators and beoparis, when they are confronted
bn their way to the mands by the agents of the arhatias, can never be
certain whose total charges will be the smallest. We have some inter-
esting evidence as regards these charges both in organiaed and country
markets. We here give a comparison of the charges in the mandis at
Hapur, Ghaziabad, Hathras and Agra on the one ha.nd and a country
market in Partabgarh district on the other :—

A country
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* #arh.
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Dan {charlty) .. ] 010 0] 010 0 . .
an‘lll 09 8 e ® [ 1] ')
Flllmg charges . ] 0O 0 8 .- . .
ag allowances .. | 0@ 8 6] 0 8 © - .
Eu’d."(dun. dirt, | 0 5 0] 0 5 0 . .
Ootrei e |t e 08009 O]l o
Oh“i‘, e [ X ] 0 1 o - -
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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 floor and arhatia’s godown is about 5} annas &
‘maund; or 6} per cent. if the grain is selling at Rs. 5& & maund.

266. (c) Other defects.—The arhatia’s weighman is an adept at
false weighment; the beopari and the cultivator are equally adept at
ingenions 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 fheir 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 markets.—In the Bombay Presidency the
Bombay Cotton Markets Act, passed in 1927, established regulated cof-
ton markets. We consider, however, that markets for separate com-
modities are not suitable for this province, as most of the present mandis
trade in a variety of commeodities. This province mneeds regulated
- geéneral markets, such as exist in Berar. We snggest that govern-
ment, affer making such inquiries as may seem necessary in suitable
markets, should consider the 'question of introducing legislation. As
recommended by the Royal Agricultural Commission the initial ex-
penditure on land and warchouses incurred in starting .such regulated
markets should be mef from a government Ioan. In a regulated mar-
ket, complaints of ‘wrong weighment, disputes regarding the quahty of
produce and unfair erkat or incidental charges would all become im-
possible. It would be governed by a commitiee consisting of repre-
sentatives of the various interests concerned whose duties would be to
regulate the method of sales, to frame regulations for the control of
middlemen and of market practices, and to deal with cases of fraudulent
weighment, vnauthorised deductions, or other illegitimate acts. The
Royal Agricultural Commission have approved of this system and re-
commended its introduction in various parts of India, and have fully
discussed the details of management. Chambers of Commerce are
already established in some of our bigger mendis, such as Ghaziabad,
Hapur and Chandausi, and have already done a good deal to organise
and regulate their markets. But thete 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. ‘

777268, Co-operative marketing.—But for efficient h.za.rketing 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-operative
marketing societies. We have made little progress in this direction as
compared with Bombay and Bengal, where a considersble number of
do-operative sale sociéties are at work, giving the benefit of good prices,
of grading, and of standard weights to the cultivators. In the Pun]a.b
too, there are nineteen co-operative commission shops. Our province
hes done little in this direction.(*) 'We must insist that the success of
oco-operative credit is jeopardized, to a large extent, by the absence of
organised marketing. The credit society snd 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.

269. Methods of storage.—The existing methods of storage are
primitive. The peasant, according to his need, keeps his grain in ear-
then pots, in sacks, in bins or enclosures made of matting, mud and
wickerwork, in large earthen cylinders, in & spare room, or {(where the
water level is low), in underground pits. Primitive as they are, such
methods serve the peasant’s turn: for he has not much to store, and
gince he stores for subsistence, not for sale, his stocks do not remain
stored for long. Storage in the market differs from village storage in
degree rather than in kind. The kotha or barn replaces the kothila or
bin: the market khatti is an underground pit like the villager's, only
larger : the godown is a warehouse where the grain is stocked in bags
or sacks. Merchant and peasant alike suffer a certain loss 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 usually amall. As the routine agriculture
of the present day is gradually transformed into commercial farming, and
the oultivator gains power to withhold produce from sale against
a rise in prices, the need for improved storsge facilities will no doubt .
graduslly increase. The peasantry of this province are not likely to
require grain elevators or licensed warehouses for sume years {o come.
But the advantages that are likely to accrue from a warehousing system

on modern lines are so great that we desire to make certain general
observations on the subject.

Q70. Licensed warehouses.—As » basis of such a system, we are
content to accept the provisions of the late Mr., Madan's draft Bill

{*) Reven
hp)ur h&mﬁwmuh&ngdmmmn&mmn
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*for the establishment of independent warehouses,”” a copy of which
we received 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, laid down by statute or
statutory regulation, in respect of such matters as sanitation, adulteration,
grading and management generally; it must be subject to government
supervigion and inspection; and the warehouseman and the grading staff
must be licensed by government. The warehouse warrant would be a
negotiable instrument of title, and as such available o act as security
against a loan, or to support a trade bill.

271. There is one point with which this draft Bill does not deal, bnt
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 #tt 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
conditions is obvious: the warehouseman to whom depositors entrust
their goods for safe custody must not be in a position where he may be
tempied to tamper with those goods, or exercise pressure on the de-
positor to sell him his goods outright.

273. Since government must, in any case, retain g large mes-
sure of control over such warehouses, the guestion 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 follows. BSince, sooner or later, all goods
that are surplus in one place must be transporied by rail {o another
place where they are needed, the warehousing system, as 8 mere matter
of convenience, must be linked to the railway system. The best loca-
tion for a warehouse is actually at a railway station; and as the railwsa,
company must sooner or later handle a part of the goods, it will save
both some trouble and some expemse, if it takes over custody of those
goods from the beginning; for instance, reweighment would then be
unnecessary, and disputes about differences of weight wonld be imposs-
ible. Accordingly, since the State through its State railways can

(") The Bill takes no sccomnt of certain metters of some fmportance, though most
of these we refer in the text : & complete list will bs found in Evidence, Vol. I, pp. 90-91, -
of these we refer in the text : a complete list will be fornd in Evidence, Vol II, pp. 90-91.
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conveniently, and should, take over the management of a lirge number of

warehouses (including, ex hypothesi, sl the most important), it
may es well take over the mansgement of all warehouses.

278, 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
etations are not always contiguous: ("} at which station, in such
# case, is the warehouse ta be located? Elsewhere, the business quar~
ter of the city in question may be situated at a considerable distance from
sny station : in such a case the most convenient site for the warehouse
would generally be in the business quarter.(") Again, the market or
manufacturing cfntre might be situated either at s considerable dis-
tance from sny railway station, or from any station where large quan-
tities of goods could conveniently be handled.(*) In all 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 unless every little market has its
own little warehouse. The position, therefore, is that whilst the rail-
ways 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,—namely, the creation of a sepirate warehousing
department. Not only is it almost impossible for government, as the
result partly of heavy overhead charges, partly of the rigidity of its
financial system, to manage any commercial undertaking as cheaply as
& private firm: but we consider it undesirable that the State should
appropriate to itself a profitable business, unless that business 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. Firstly, the producer by means of
the grading aystem will learn that profit results from improved quality,
of seed, of manure, of agricultural methods. Secondly, it will ensure
the use of correct weights and defeat any attempt at fasle weighment and
also adulteration. Thirdly, it will greatly veduce handling, weighing
and other incidental charges.- Lastly, it will provide s new negotinble

() Lucknow has thres lines of railways : the stations of the East Indian Railway and
the Rohilkhand snd Kumana Raiiwa madimt;thom&ﬁmdthone:;}mﬂ
North-Westarn Railway is at & comsiderable distance.

(" For instance, Cawnpors and Ladknow.

() For inatancs, Chu j Doar Bareilly, the hotae of the resin industry
mnhmmmamﬁmbémwmumwmm



( 166 )

instrument of tfitle, the use of which does nof present the sentimental.
objections which influence the merchant who hypothecates his goods
as security to a bank ——namely, the affixation of the banker's seal and
name board. 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 bills. 'But it would certainly be inconvenient to sup-
port a bill by such a warrant. The bill would often pass through a
series of discounts; if 'the original holder wished to gell his goods, or any
part of them before the bill had been met, he might find it difficult to
trace and recover the warrant, 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 cansed him .inconveniencé. The warehouse warrant
makes suitable security for a loan, an overdraft, or a cash credit; but
® trade bill must always depend on the personal reputation of the person
who draws it. The advantages of an organised system of licensed
warehousing are sufficiently great without such exaggeration.

275." Recent changes in marketing methods.—It is diffcult to
gauge present tendencies in agricultural marketing and finance. Changes
are undoubtedly going on to suit the circumstances of modern trade and
finance, althoughk 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 arhatia rather than to the village
~ banig 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 beopari 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 Jocal prices should be. Further, the credit of a small’
cultivator is small and precarious, and he must depend upon the vﬂlage
mahajan, a local man who knows his solvency, for the mnecessary”
capital to carry on his agricultural operations. The village mahajan
and beopari are also sinall men, who depend. on borrowed capital, and
look to the arhatia or the local sahukar for their finance. Joint-stock
banks are still few in number, at all events in rural areas; whilst the
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co-operative movement, which is at presen{ concerned with the primary
function of organising credit, 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
collection and distribution of produce, and the adjustment of supply to
demand from locality to locality and from season o season. But the
sooner the present system of marketing can be simplified by the elimin-
stion of middlemen or the telescoping of their functions, the better for

the producer : for at present he undoubtedly loses to the middleman &
considerable part of the profit that should go to him.

11



( 168 |
APPENDIX.

THE AMERIOAN SYSTEM OF LICENSED WAREHOUSES.

In India, as elsewhere, when a merchant or manufacturer is in
need of funds, one of the ways in which he can raise them is by hypothe-
cating his material, goods, or stock-in-trade to a bank which then
311?“73 him an overdraft or cash credit. But this systemr has certain

efects,—

(1) A bank must keep a large proportion of its funds in a liquid
form, i.e., cash or easily negotiable securities. A merchant’s goods are
not an asset of this kind, since they cannot be quickly 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 has 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 van only
be done with cash. But a cash price is usvally lower than a credit
price, and the merchant loses whilst his customer also is often put to
inconvenience. Further a merchant who has to sell at a low price will
only buy, if he possibly.can, at a still lower price: and the producer
then suffers too. ‘

(3) The goods remain in the possession of the merchant: and this
makes it possible for them fo 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 as derogatory to his self-respect,—or on the provi.
gion of some collateral security,—which the small merchant finds it
difficult to furnish. Banks, therefore, are chary of this kind of transac-
tion, and merchants cannot get all the credit facilities that they require.

In the United States, the system till 1916 was much the same as
it now is in India. An Act was then passed, which has been amended
in 1919 and 1923, to establish and regulate licensed warehouses. These
.warehouses are licensed by the Government, under conditions relating to
supervision and inspection which ensure that the storage facilities are’
satisfactory and adequate, and that there are eunitable 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 fo the person who presents it, subject to
the discharge 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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similar instrument. It is, in fact, a liquid asset in which banks can
safely invest, or accept as collateral for a loan, overdraft, or cash vredit.
Bince the goods are in the hands of a third party, who has everything
to lose and nothing to gain by mismanagement, they are entirely safe.

The possibility of improving the credit facilities of the country by
means of licensed warehouses of the American type attracted the atten-
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 of a Bill to encourage the establishment of independent warehouses
in India and provide for their proper supervision and control.

‘WHEREAS it is expedient to encourage the establishment of inde-
pendent warehouses in Indin, and arrange for their proper supervision
and control; it is hereby enacted as follows :—

1. (1) This Act may be called the Indian Licensed Warehouses
Act.

(2) It shall extend to the whole of British India and shall come
into force from

9. In this Act, unless there is anything repugnant to the subject
or the context— :

(a) *‘warehouse!’ will mean every building structure or other
protected enclosure in which any raw produce or manufac-
tures are stored, :

(b) “‘person’ will include two or more persons acting in partner-
ship org a company registered under the Indian Compsanies
Act, 1918,

(c) “‘warehouseman'' means a person lawfully engaged in the
business of storing goods and merchandise including agri- -
cultural produve,

(d) "‘receipt’’ means receipt issued by the proprietor of a ware-
house for goods entrusted to him for storage.

8. The Governor-General in Council may on application to him
issue to any warehouseman a licence for the conduct of a warehouse or
warehouses in accordanoce with this Act and such rules and regulations
88 may be made hereunder:

Provided that such warehouse is found suitable for the storage of
the goods or merchandise named in the application for licence and the
warehouseman agrees to comply with and abide by all the terms of this
Act and the rules and regulations made in pursuance of the same :

Provided further that each such licence shall be on soch terms and
for such period as the Governor-General in Council may deem fit and
such licence may be renewed, extended or modified from time to time
- at the discretion of the Governor-Genera]l in Council.
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4. The Governor-General in Council is hereby authorized—

(@) upon application of any person for a licence to inspect or
cause to be inspected the warehouse or warehouses con-

templated in such application, :

(b) at any time and from time to time order inspection of any
warehouse or warehouses licensed under this Act,

(¢) to determine whether warehouses already licensed or for
which licences may have been applied for are suitable for
the proper storage of the particular class of goods or mer-
chandise contemplated in the licence or application for
licence,

(d) to classify warchouses licensed under this Act according to
ownership, location, construction, swroundings, capacity
and other qualities,

{e) to prescribe within the limitations of this Act the duties of

. the warehcuseman conducting warehouses licensed upder
this Act,

{f) 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 inspection of any warehouse that is
the subject of an application for s licence under this Act and shall also
be entitled to collect a fee of not exceeding Rs. per anoum
for each licence 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 inspevt
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 upon condition that such person agrees to comply 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 fo him.

-~ 7. The licence of any such person licensed under clause 6 may
be suspended or revoked by the Governor-Genmeral in Council if he is
satisfied that such licensee has failed to correctly inspect sample, classi-
fy or weigh any agricultural product or products or has violated any
of the provisions of this Avt or of the rules and regulations made here-
under or has used his licence or allowed it to be used for any improper
purpose whatsoever.- A

8. Every warehouseman conducting a warehouse licensed under
this 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 in & suitable condition for warshousing
in the usual manner in the ordinary course of business without making
any discrimination between persons desiring to avail themselves of ware-
house facilities. '

9. Every person who deposits goods or merchandise including raw
agricultural products in a warehouse licensed under this Act shall be
deemed to have deposited the same subject to the terms of this Act and
the rules and regulations prescribed hereunder.

10. For all goods and merchandise including agricultural products
stored in a warehouse licensed under this Act original receipts shall be
issued by the warehouseman conducting the same but no receipt shall
be issued for any such goods and merchandise or agricultural producta
unless the same are actually stored in the warehouse at the time of issu»
anve thereof.

11. Every such receipt shall embody the following particulars,
vamely-— -

(a) location of the warehouse,
+ (b) date of issue of receipt,
() oonsecutive serial mamber of receipt, _
(d) statement whether. the subject-matter of the receipt is de-
liverable to bearer or to & specified person or to his order,
(¢} rate of storege charges,

(/) marks, number and weight of packages received provided
however that where it is some agricultural product in bulk
the description and quantity thereof shall suffice,

(g) the class and grade of any agricultural product received for
storege where the depositor wishes it to be shown on_such
receipt in which case it shall be as certified by a person
livensed ubder clause 6 of this Act,

(h) a statement that the receipt is issued subject to this Act and
the rules and regulations made hereunder,

() if the warehouseman is owner or joint owner of any goods -
the subject-matter of such receipt a statement to that effect,

() & statement of the amount of advance made to the depositor.
or any other liability by the depositor due to the ware-
houseman for which he claime a lien provided however
that where the precise amount cannot be ascertained at
date of issue of such receipt a statement that lien is claim.
ed will suffice,

(k) such other terms and conditions as may be laid down
by the Governor-General in Council in this behalf,

() siymature of the warehouseman or of sume person duly autho-
nzed by him and the number of his licence.
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12. Bo long as an original receipt issued under this Acg is out-
standing and uncancelled by the warchouseran himself no other or fur-
ther receipt shall be issned in respect of the same goods, merchandise
or produce provided however that In case a receipt is lost or destroyed
& fresh receipt may be issued in identical terms and bearing the same
date and pumber as the original on satisfactory secnrity being given by
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 of any such receipt and
offer to surrender such receipt with such endorsement if negotiable as
may be necessary and upon readiness to satisfy the warehouseman’s lien
and/or charges, and five proper acknowledgement of discharge the
warehouseman shall forthwith deliver the goods that may be the subject-
matter of suchereceipt provided however that all such yeceipts that come
back into his hands duly discharged shall be forthwith cancelled by the
warehouseman and preserved on his record for at least three cslendax
years from date of such discharge. '

14. Every warehousemsn licensed under this Act shall keep,in s
place of safety complete and correct records of all agricultural products
stored therein and withdrawn therefrom and of all receipts issued by
him and of receipts retorned and vancelled and shall conduct the ware-
bouse in &ll respects in ¢omplisnce with this Act and the rules and
regulations made thercunder.

15. Every licensed warehouseman shall report to the Governor-
General in Colneil the condition of his warchouse or warehouses, and
the contents, operation and business thereof in such form and at such
ftimes as the Governor-General in Council may require.

16. The Governor-General in Council may canse an inspection or
examination to be made of any warehouse licensell hereunder and of the
goods stored therein and of the books and records thereof st any time
by person or pereons appointed by him in that behslf,

17. Whenever as a result of such examination iy is found that &
warehouseman is not conducting his warehouse in accordance with this
" Act or the rules and regulations made bereunder or that be is charging
wnreasonable and exorbitant rates the Governor-General in Council may
order his licence to be suspended and if satisfactory explanation of the
breach of this Act or of the rules and regulations made hereunder is n
forthcoming may order such licence to be revoked, '

18. The Governor-General in Council 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 Indis the names and locations of warehouses licensed bere-
under with the names and addresses of the licensees as also o list of all
Jivences revoked or terminated under this Act and the ressons therefor.
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19. The Governor-General in Council shall from time to _time
make such rules and regulations as may appesr to him advieable for the
proper carrying out of the provisions of this Act.

20. Every person who shall forge, alter, counterfeit, simulate or
falsely represent or otherwise unlawfully use any licence issued by the
Governor-General in Council under this Act or shall issue or ufter a
false or fraudulent receipt or certificate and every person whoshall with-
out lawful asuthority convert to his own use or use for the purposes of
securing & loan or remove from s licensed warehouse contrary to this
Act or the rules and regulations made hereunder any goods or mer-
chandise stored ar to be stored in such warehouse and for which licensed
receipts have been or are to be issued shall be deemed guilty of a mis-
demeanour snd shall upon conviction be liable to & fine not exceeding
ten thousand rupees or double the value of the goods or merchandise
involved whichever is the greater or imprisonmen$ for a period not ex-
ceeding twelve months or both at the discretion of the cCourt and the
owner of the goods or merchandise so converted, used or removed may
in the discretion of the Governor-General in Council be reimbursed out
of the fines so collected to the extent that he may mnot otherwise bave
been reimbursed.

21. Any person who shall with intent to deceive draw a false
sample of or shall wilfully mutilate or falsely represent a sample drawn
under this Act or shall classify grade or weigh fraudulently any agn-
cultural products stored or to be stored under the provisions of this Aut
shall be deemed guilty of & 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 Governor-General 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
return 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
snd on such termes and cénditions as may appear desirable to the Gov-
ernor-General in Council provided however that where the inducement
to be offered is & guarantee of a reasonable return on capital it shall not
exceed & return of more than five per vent. per annuom and provided fur- .
ther that where any payment by the Governor-General in Council be-
comes necessary under any such guarantee a reparate account shall be
kept of the same and Government shall be entitled to one-half of all
earnings of any warehouse so guarantced in excess of a returm of six
per cent, an the capital invested until the amount paid to snch ware-
house in order to implement the guarantee given to it and standing st
the debit of such separate account shall have been entirely wiped off.
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_ CHAPTER VI
THE PRESENT SITUATION IN RESPECT OF 00-OPERATION.

276. Co-operation defined.—Co-operation may be described as a
method of work or a form of organisation which seeks to utilise and
develop those moral forces which will enable people to unite on a
voluntary and democratic 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, loyslty and mutual trust are its first essentials. Though we
consider that it may ultimately be the cure for a great many evils, we
depreécate the tendency to put forward co-operation as the sovereign
remedy for all ills 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 faken to solve the problem along co-operative
lines. :

277. The co-operative credit society.—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 principles are unchanged; and the con-
stitution and working of such & 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 borrow or to save
money, in furtherance of their common object combine to form a co-
operative society of which they are the members. This union is en- .
tirely voluntary; any member may sever his connexion with the
society at any fime he pleases; but so long as he remains & member he
is nnder discipline and must abide by the rules and regulations of the
society. Omne of these rules is that each member must put down a sum
of money, usually Rs. 20, from his own savings in this joint under-
taking, which is called his share; but as cultivators rarely can put down
go large a sum at once, the member is allowed to pay in instalments of
one rupee ai each harvest, so that the whole amount is completed in
ten years. Any member who can may buy more shares than ome, in
which case his instalment is increased proportionately. This share is
the member’s property, and under the law it cannot be attached. He
can only withdraw it, however, two years after he ceases to be 3 mem-
ber, Juring which period, too, he remains liable for the society’s debts.
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He is not entitled to receive a dividend till he bas paid up the whole of
it. Each shareholder, no matter how many shares he holds, has only
ons vote in the general meeting of the society which decides all import-
ent matters; the routine management, however, is entrusted to a small
elected committee called the panchayat. 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 in norma.l circumstances; thm
amount is called his normal éredit.

278. The society and the central bank.—When the total needs of
all members have been ascertained, arrangements are made to borrow the
amount required. For thie purpose all the members pledge their joint
security, whereby they can get the money at a lower rate of interest
than if each were to borrow singly. In the early days the sccieties
obtained funds from private capitalists, who, for philanthropic or inter-
ested motiver, deposited money with the society for a fixed period at
an agreed rate of interest. This method, however, 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 suitable 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 shares from the public, and shares from the societies
which it finances. The latter are known as ordinary and the former as
preference shares. Its management is vested in a Board of directors
elected from amongst the shareholders gg 8 general meeting, which is
the supreme suthority. Each 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 soarce
than the central bank. The bank lends to the society, ordinarily at 13 per
cent., on the joint responsibility of all the members.

279. The society and its members.—The eociety in its turn distri-
butes this money among the members at 15 per cent. Few members
have any tangible security to offer: their only asset is their good repute-
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 ia to see that the amount advanced is not in excess of the
borrower’'s minimum requirements, that he spends the money for the
purpose for which he takes it, and that he repays it at the time fixed,
failing 'which they themselves become liable for its repayment. To
facilitate repayments it is usual to fix suitable instalments based on the
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borrower’s probablé income. The society relies primarily on persuasion
and moral pressurg to induce members to repay their loans punctually;
but the members/are merely human, and default does often occur. In
such cases the gociety requests the Registrar to appoint an arbitrator
who, after heating both parfies, gives a suitable decree or awatd, a pro-
cedure which,/ reduces expense to both parties; and further to help the
societies, ernment have made rules providing for the executfion of
such aw? through the collector as arrears of land revenue.

~ 280.  The self-supporting society.—If there is no default in a society,
it rapidly reaches a stage where it need no longer borrow. The interest
?ﬁzed from members, after deducting necessary expenses, is placed
In the society’s reserve fund. This fund is the property of the society
“as & wholé and no individual can claim any share in it; on liquidation 1t
is not paid to the members, but is spent on some work of public utility,
preferably in the village. ILoans 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 the
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 fhemselves are the owners; in other words,
the members bérrow from themselves, pay interest to themselves, and
can if they choose reduce the rate of interest, though rarely lower than
6 per cent. since money is needed to cover the cost of management and
other miscellaneous expenses. Some 400 societies have thus reduced
their rate of interest.

281. Management of a society.—In some societies one of the mem- -
bers Eceps the accounts; he gets no pay, but receives a homus al the
close of the year, which is calculated on the basis of the profits. Where
no literate\pember Js available, the central or district bank appoints a
paid secretarjwho/keeps the accounts ef 10 or 12 neighbouring socie-

jes; he is pa;ﬁ~£r0m the secystary pay fund, which is bailt up
contributions ¢f Tiie societies, to the extent of one-eighth of the
ipterest earned in the previous year. The banks also employ super-
visors \whose chief duty it is fo educate the members up to 8 full sense
of their responsibilities; sometimes they are a bank’s employees, some-
times they work under the control of a provincial body formed by the
anion of allthe banks in the province. These supervisors who have
heen specially trained have each 25 to 30 societies in his charge, and
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is'axpected to visit each at leaat once every twa or three months and more
aften if possible. A supervisor's pay varies from Re, 30 to Rs. 75
per mensem. There is slso a government staff of inspectors to guide
and help in conirolling the supervisors, These inspectors are s o
" rule graduates, end draw pay between Ra. 120 and Ra. 300 per mensem.
Fuch inspector has a circle of about 150 societies; the circle is usually
& disfrict. Guvernment aleo provides one auditor, on a pay of Rs. 50
to 1is. 100 per mensem, for each inspector’'s circle, whose duty is to
- overhaul completely the sccounts of each society omce & year. Doth
aaditors and inspectors, who are fully trained men, work wndér the
control of an agsistant registrar, who is a gazetted officer; there iz one
for each division. At the head of the department iz the Registrar,
with two deputy registrars. Lastly, much honorary work is done

by directors of hanks and other hororary orfjanisers,

282. The member's responsibility. —But these outside agencies can
only advise, help and guide co-operative societies, they cannot mansge
them; the members themselves must learn ta manage thair own affajrs.
And' as each member ip jointly and severally liable to the extent of
the whole of his property for the society’s debts, he must in his own
intevests keep in close touch with all his fellow members, and with the

‘work of the society. He must see that no individual member borrows
* too much money, that money is advanced only for necessary or produc-
tive purposes, that the money advanced is gpent only for the purpose for
which it was given, and that it is repaid prompily ai the fixed lime.
‘Theoretically, therefore, a credit sociely should encourage thrifi and
enable the borrower to become his own lender, whilst each member's
credit is wnder the control of all members and no one can get too much
or waste that which he receives. In actual practice, however, few
societies have smceeeded in a.ttalmng these objects, and the hlstory of
the co-operative movement in the province shows how ﬁ]ﬁcuh; 1t s >
adapt an excelient theory to local conditions.

983, Early soceties.—The first few experimental aocieties were
started in 1900 with a grant of Ra. 1,000 each from Government and their
‘number rose rapidly to over 200. - Bul; these societies were innocent of
all co-operative piineiples; their sole idea was to supply a g:ﬂculturlsts
with the money that they needed ai a8 low a ratc as possible and so to
_fres thern from the hands of usurions moneylenders. They were thus
_ cimply an ageney for the distribution and collection of cheap agri-
cultoral advances, and the only difficulties to which the firat Registrar
called attention were those of “‘account keeping, raising of capital and
the recruitment of members of various castes in the same small society.”
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Accordingly he introduced a system of ‘‘patti 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,
each 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 extended
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 frue co-operative society, and the element of mutual
trust was conspicnous by its absence. The inevitable result followed,
and there is now not a single one of these patti societies left in the
province.

284. The second stage? 1907-13.—As a result of the experience
derived from these failures a truer conception of the scope of a co-opera-
iive credit society was evolved in 1907, The guiding principle of ‘‘one
village, 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 much
money as possible. Money was borrowed from the society to repay
outside debts; and immediately after more money was borrowed from
moneylenders for 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 ceniral banks and banking unions to finance the societies and the
passing of the Act of 1912; and in the quinguennium 1909—1913 pearly
2,560 sncieties came into existence. .

985. The third stage, 1914-18.—Soon after, however, & note of
warning was sounded by the Registrar. In particular, societies of
artisans or cottage industrialists were found to be very unstable and
many had to be liquidated; while agricultural societies were also in
bad way. It was realised that central banks were, by their constitation,
ill-adapted to establish that intimate contact with the societies which
i reqnired for fostering and training them as they were largely under
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the influence of urhan direators _who had not the time to visit the
villages. The remedy suggested was the better training of the super-
visors employed by banks, and the teaching of members to keep their
own acconets, Moreover, each scciety was now required to fix a
maximuom limit beyond which it would not advance a loan to any
- member, no matter what hig -hatsiyet or status; while even within this
limit the amount of loan to be advanced was fized in consideration of
the borrower’s status and normal needs.
286, The fourth stage, 1919-23.—Bubsequently an increase of
" government stafi was sanctioned; and an atbempt was made to combine
consolidation with ezpancion. But by thie time the financing central
banks had become powerful encugh to dominate the primary socielies
through: their paid staff; the latter devoted their attention to the finan-
cial interests of the banks, to the organisation of fresh societies as an
outlet for the banks' surplus money. Accordingly, over 8,300 societies
were registered in the five years 1919—28; but ihere was very lLittle
consolidasion. The movement appeared on paper to have progressed
rapidly, but, a3 the Board of Revenue pointed out in one of their reporte,
+ there wag little genuine co-operatiop and the public were apa.thetm
A committee was, therefore, appointed by Government in 1925 to inguirs
into the real state of the co-operative movement and suggest remedies.

987. The Oskden Qommittee.—As s resnlt of its recornmendations

the control of supervisors has now heen transferred from banks to a
provineial supervising union and an attempt has been made to restore the
primary society to its rightful place as the keystone of the co-operative
system. Member secretaries have been introduced in 1,100 societies
in place of group secretaries, and the inspecting and supervising staff
which has been coneiderably strengthened iz now given intensive trajn-
- ing in co-operative mabters. There is greater co-ordimation between
. the co-pperative department and other welfare departments such as agri-
culture, sapitation, edueation, indnstries, ete., and schemes bave been
ot on foot to encourage better farming and hetter living. It is realized
that the problems of the villager cannot be solved hy credit alone, and
" that if his lot is to be improved every aspect of village life must be
logether treated. That is what s rural reconstruction, or better farming
and living, scciety attempts to do. Tts avowed object is to promote the
ccohomic and social interests of the members by reorganising the com-
mon life of the village, end in perticulsr fo enable them to better their

~ condition through co-operation, The members themselves frame and adopt
certain general rules of conduct and hehaviour which are binding on all;
and each members agrees to abide by the rules and to pay a small fine in
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<case he fails to do so. This power of fining, as well as the genera! 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.
Butl the work is so vast and diverse that & number of sub-groups have
to be formed, each looking after a different branch of the work. ~These
sub-groups have their own panchayats which work for the advancement
<ol their special interests, in harmony and co-operation with the general
‘panchayat on which ea.ch lub-group is represented. The society tries
:to create and focus public opinion in the village and to develop the
‘public conscience. There is adult education to teach the members as
«ell 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-
-travagani 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 designed to spread the co-
-gperative spirit and co-operative ideals among the villagers, to teach
-them to act in harmony and in unity for the common good of all, and
4o mould their characters so that they may 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 a society can be organised. The attention of the department has

een concentrated of late on effecting improvements in existing societies

which undertake work of this kind, and closing down those which cannot

‘be reorganised. Some progress there has doubtless been, but the re-

-sults 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 problem of agricultural

‘indebtedness as may be seen from the fact that they advanced to their

:members during 1928-29 only 4185 lakhs for all their requirements. A

statement showing the progress of the movement (on paper) from its .

-inception to the present fime is given in Appendix I to this Chapter;
it may be added that out of about 8,500 societies registered in this
Jperiod 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
briefly mentioned in Chapter ITI, paragraph 141; it cannot be denied
-that some mistakes have been made in the past, but the existing defect
and difficulties appear to be inherent in the system of work. The
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essence of a co-operative society is thai the members should lesrn to
mangge their own aflairs; with an illiterate peasantry the task of teach-
ing them fo do so is & slow and laborious process. In particular, facile
«redit may be & dangerous weapon, and it is essential to frain people in
its use before they are entrusted with it. The extreme importance of
.edudation and supervision has so far not been adequately realized, whilst
the desire to see quick and widespread results has actually retarded
progress. In .the early days of the movement it may have been advis-
able to start societies at haphazard wherever prospects appeared favour-
sble, but the time has now come 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,—& change which
should facilitate supervision and effectively spread real co-operation
among the agriculturists. .

200. The new class of supervisors.—It is hoped that as a result of
she recent change, whereby the control of supervisors has been transferred
from the financing banks to & provincial supervising union, greater
attention will be paid to the education of the members and the super-
vision of the sbcieties, A supervisor employed by a bank will devote
‘himeelf chiefly -to the work of advancing and collecting money, and
agnore the improvement of the society; but working under a separate
agency he can be made fo attend adequately to both duties. It has been
<contended in some quarters that this change will react harmfully on the
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,
and its employees are, therefore, still under their indirect control. If
-may be true that in eome individual cases supervisors have ignored the
;'hank'a directors; but such cases are unavoidable in a period of transition,
|and the eystem cannot be condemned because of such stray instances.
‘We consider that the principle of entrusting supervision to a provin-
cial union of the banks is sound and calle for no change. When the
system wag first introduced, only 45 banks consented to transfer the
control of their supervisors to the union; but within two years the
numbe_r has risen to 58, which shows that the work of this vnion is
.appmcmt-ed. And in any case the exact method of controlling super-
visors is & matter of secondary imporiance; the chief need is to see
that they attend to their work of educating the members in the prin-
ciples and practice of co-operation.

291, The need for preliminary training.—It is necessary that some
prelupmm_‘y training should be given to the prospective members before
# society is organised; and this should be followed up by constant 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 firat; 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 belter
living, they should not be considered fit to control a co-operative credit
society. We accordingly recommend that ordinarily societies for rural
reconstruction, better living or encouraging thrift should be organised
before eredit societies; or if that ir not practicable the two should be
started side by side.

293. Difficulties in connexion with the making of loans.—As soon
a8 a credit society is organised it has to decide the &ize 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 long-
term loans chiefly for the redemption of old debts or ceremonial expenses,
or occasionally for permanent improvements.

293. A co-operative society ought to, and in theory dves, distin-
guish between these various classes of loans. A borrower is always
asked to state the object for which he wants the loan; wnproductive
loans are discoura.ged and suitable instalments fixed. In practice,
however, there is a marked tendency for borrowers to assert that the
money is wanted for the purchase of bullocks so as to reduce the in-
stalment. It will be necessary by adequate supervision to make sure
that money borrowed ostengibly for the purchase of bullocks is uged
for that purpose. The experiment gnight also be tried of charging a
glightly higher rate for intermediate than for short-term loans; the
trouble lies too deep to be thus easily cured. The fact is that the
co-operative society in.the absence of rufficient 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
suck circumstances they naturally regard it as a matter of no moment
whether they use all their borrowings indifferently for all their ordinary
requirements. The lenders, too, are upable to gauge the extent or
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nature of the borrowers’ real needs. It is necessary, therefore, to make
intensive 1local inquiries to ascertain what the normal needs of the
cultivators are and when they arise. Under the pregent system the
haisiyat 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
smount 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
credit of an individual is faken to be from 50 per cent. to 70 per cent.
of the haisiyat. We cannot but condemn this practice. It is to be
regretted that though a quarter of a century has elapsed since the in-
troduction of co-operation, no serious attempt hag yet been made ta
sscertain the normal requirements of a cultivator for maintenance and
expenses of cultivation. The illiterate cultivator keeps no accounts
snd can give no reliable information on the subject; but that is no
excuse for making no attempt to obtain it. At present it is impossible
for s 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 actually used for any need as it arises. In other words, a
gsociety cannot fulfil even its primary and elementary function. We
strongly recommend, therefore, that detfailed inquiries should be made
at » very early date in differenf localities o ascertain exactly how
much money is needed by different classes of cultivators, both for their
maintenance and their agricultural operations and at what periods of
the year, and how these needs are met at present. The best way of
doing this would be to induce selected literate persons to keep detailed
accounts of their income and expenditure. On the basis of these

figures it would be possible to guide the society aright in making
sdvances.

294, Having ascertained the real normal needs of the members,
i.e., their requirements for productive purposes, a co-operative society
should always try to meet them.. The question of special requirements,
chiefly for unproductive purposes and other long-term loans, is more
difficult. On the one hand, it is urged by some that unless the societies
tackle the whole problem of the indebtedness of the villagers from the
start and help them in clearing off their outside debts they must con-
tinue in their present dependence on the moneylender. On the other
hand, it is pointed out that such attempts have been made more than
once in the past and have invariably failed. In the early days of the
movement money was given freely for the redemption of outside debis
and societiea were snconraged o give money for ceremonial expenses,

12
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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 borrowed
from the. sociéty was in addition to what was taken from the money-
lender, and the result was an increase in unproductive debt. We 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 fransfer occupancy rights to
land mortgage societies, the latter may be established for the giving
of long-term loans in areas where credit societies are flourishing, i.e.,
where the members have shown by their conduct that they are tho-
roughly conversant 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
4 moneylender; that the fact that a person has joined a society should
be specially notified (as is done when estates are taken under the Court
of Wards), 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 u
society 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 creth society to attempt
1o ‘tlear 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 mem-
bers could be relied on to discharge their obligations punctually. In
short,, then, it seems to us that there is no short cut to success and pro-
gress can only take place step by step through education. We recom-
mend that the credit. society should confine its activities 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 to super-
vise the dealings of its members with moneylenders, and to see that
members borrow from them only for certain specific requirements, and
only after consuliing 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. Progress alohg
these lines may be slow, but it will be sure; and co-operation will have
done something to better the condition of the people.
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296, Minor proposals in connexion with co-operative societies.—
Various other suggestions have been made from time to time to improve
the work of co-operative societies. One of these is the reduction of the
1ate of interest charged by co-operative societies so as to undersell the
moneylender. But a scciety which has to borrow at 12 per cent. cam
bardly lend money at less than 15 per cent. It may be urged that 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 management are proportionately high, and it is difficult
for many of them to work at a profit even on & 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 portion of the reserve fund which they have helped to build
up. We cannot recommend.this proposal. The retirement of a few
members might reduce the society to impotence. It is by means of
the accumulationa in this fund that a society can hope to become self-
supporting, 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 so long as the other liabilities of the
society can be fully discharged. Lastly, the main object of the reserve
fund is to unite the members and to create in them a spirit of co-opera-
tion, in which each one works not for himself alone but for the common

good of all,

. 997, Relations of members to each other and io the sociely.—In
fact, the members have not only to learn self-discipline and business
habits themeselves, but they must realise their responsibilities towards
1beir fellow members and control them effectively. The societies should,
therefore, ordinarily conmsist of persons of more or less equal status in
life, though in special cases there should be no objection to the admis-
siob of non-borrowing members who do mot carry on a moneylending
business. To some extent this is secured by the adoption of the principle
of joint and several responsibility. It is true that the fear of its enforce-
ment does often prevent the better class cultivator from joining the
society, and thus their wholesome influence is lost. But the inclusion
of samindars or moneylenders in the same society with tenants invariably
reanlts in the hutter being dominated by the former, and troe co-operation
tecomes impossible. Besides, if thia principle were abandoned, there
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would be very little security, and it would be more difficulé to keep out
endesirable persons. We, therefore, consider that this principle must be
retained, and its advantages brought bome to all concerned by education
and 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 and unwilling to submit
to the control of their fellow members. In such cases immediate and
drastic action is essential. There is a tendency at present to postpone
action in the hope of improvement. This fendency is objecfionable.
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 conditious often lack the moral courage to do
so, we recommend that. the departmental staff 'should be empowered to
a.pply 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 as-
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 strengtheped. 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: enly 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 nothing has
yet been done, and we repeat the same recommendation, but only for
societies which are able 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 a
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 soon as arbitration is applied
for; the law on this point is not quite clear.

298. These demands for facilities of collection of dues arise from
the fact that in the past many 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 is the
province is not in a flourishing condition; and a general spirit of laxity
and indiscipline can only be cured by a vigorous attempt 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.

999. There are, however, some who hold that all these devices will
not carry the movement 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
they can pay their dues, unforeseen calamities occur from time to time,
which cause default, and matters cannot be put right again till there
has 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 instalments; that they should allow the members to draw money
at will up to the limit of their normal credit or, in the alternative, that
instalments should be made as small 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 available it will be squandered in-
stead of being used for the repayment of loans, so 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 so
that the same may be available when calamities occur, or other neces-
sities arise, :

800. It is to be regretted that members of co-operative societieg
rarely attempt to practise thrift. Even the payment of shares is usuaily
regarded as payment of additional interest; whilst the dividend received
on shares after ten years is either taken in cash and squandered, or ad-
justed against loans due. To enhance the educative value of shares we
suggest that members should be encouraged to continue share payments
even after ten years; it seems absurd to lay down that thrift should be
pructised for the first ten years and not thereafter. Further, the mem-
bers should be encouraged to deposit anew their dividends: whilst we
also recommend the payment of dividends before ten years, and that
the shares be made partly withdrawable in emergencies, so that the
members may realise more fully the benefit of accumulating shares,
Similarly, the saving effected by the payment of a low rate of interest
is 50 small that it is hardly appreciated; the experiment, which we
understand is being tried, of charging the market rate of interest. 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 interest. In short, more effort is required to encourage
conscious saving among members of co-operative societies in years of
plenty, for use in times of scarcity. i

301. Postponement of repayment.—We further recommend that
when 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 beén educated to a 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 a higher sense of duty among the members than is to be found
in most gocieties at present; moreover, central banks would in such cases
have to allow societies fo fake loans without any formalities up to the
limit of their normal credit, instead of fixing 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 receiye any
money, however small 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 matter how small the amounts. In fact,
the village credit society should ultimately function as a village bank
for its members; the members should deposit with it all their income,
whenever and from whatever source it may arise, and draw from ¥
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. ) _

802. Delay in making loans.—One cause of the unpopularity of co-
operative credit societies undoubtedly is the inordinate delay that takes
place in the advancing of loans, the result of many formalities. Hence
societies have developed the pernicious habit of taking as much as they
can get once a year, and giving out the money to the members in the
hope that it may last them the whole year; and the central banks have
encouraged this tendency, because they earn roore interest thereby and
are not saddled with idle balances at certain seasons. The money
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is usually spent as soon as it is received; and when other needs
arise money is borrowed from moneylenders. We recommend that the
procedure in connexion with the advances of loans to societies by central
banks should be simplified as far as practicable, so that the panches
may not be put o trouble and expense every time & 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 normal 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 as possible. But the geographical
difficulty—that of distance—cannot be easily overcome. The extension
of the system of remittances by money order is of some help, but it in-
volves much delay; it is recommended that the whole of the money arder
fees paid for such remittances may be refunded by government instead
of only three-fourths as at present. It would also be s convenience if
post office savings banks accounts could be operated on by means of
cheques, and such accounts could be transferred from a head post office
to any of its branches free of charge. Central banks might consider the
possibility of arrenging for itinerant accountants to go to certain fixed
market places once & 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 many cases, but with some hanour-
able exceptions has not proved successful. The only solution seems to '
be the establishment of small central banke, with a radivs 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 only 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
paiti 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 they
would agree to this novel suggestion; but we learn that such a rural
bavk has been started successfully in one province. It has been urged
that the moneylenders would not be able to agree who should ‘manage
the rural bank on their behalf, and that all but the manager would be
thrown out of business. We are not impressed by this argument. The
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moneylender 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 g trial as an experimental measure, though we cannot
pretend to a feeling of optimism regarding its success.

803. The moneylender as ¢ co-operator.—Such an experiment would
doubtless involve a radical alteratiorein the attitude of co-operators to-
wards moneylenders. 'We must deplore the fact that the co-operative
credit movement should, from its very inception, have antagonised the
village moneylender instead of trying to gain his sympathies and weld
bim into the co-operative organisation. He is an essential and organie
‘part of the village community.” As Mr. Darling has pointed out ‘‘kindly
feeling prevailed between debtor and creditor till well into the sixties . . ;
il was only with the establishment of civil courts and the decline
‘of the village community that the reign of the moneylender began’.
‘Disputes between debtors and creditors used to be settled by local pencha-
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 Agrieultural 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 carefully study the village
moneylender and his methods, should adapt what is best in him and them
to present-da.y requirements, and utilise his inherited Lnowledge and ex-
perience in bettering village conditions.

804. Co-operative stores and sale egencies.—The viilage bania does
not merely lend money; he often supplies the requisites of the villagers and
helps to sell their produce; in other words, creditf is linked with purchase
‘end sale. May it be that the failure of co-operative credit is due in parf
to the fact that it has attempted to work ori 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 purchass of
agricultural requisites and the sale of agricultural produce, along with
credit societies, in one or two selected areas, which organisations should
aim at the inclusion of the local bania and not at his exclusion. There
are no doubt difficalties to be overcome. The ordinary agriculturist is an
individualist, and the idea of pooling his own crop, (which he regards as
good), with that of another, (which he considers infericr), does mot appeal
to him; and,the first task of the society will be to improvz the quality of
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the produce and standardise it into two or three easily recognisable
grades. The society itself should purchase the crop; it should aim at se-
curing a better price than would bave been obtained by each individual
selling separately, and should take care to follow exactly the same methaod
of sale a8 prevails in the locality, and to enlist the 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. Buch a society, however, must
only deal with articles which are not perishable or easily damaged.
Recently arrangements were made for certain societies to supply §0,000
maunds of sugarcane to a neighbouring mill, each society supplying its
fixed quota at the fixed time : the experiment was moderately successful,
and might be extended to other products such as sann (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 qua.hty of staple 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 arganisa-
tion and arrange for group marketing through a local expert: such
gradual development would be better than starting with a central society.

805. Societies of traders.—At the same time co-operative societies of
small traders should be formed, which would be advanced money on the
security of the goods purchased by the members. Hitherto societies of
traders have failed because they have been treated like agricnlturists 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 turn deal more fairly with the producer in
the villages. These small traders fill an important.réle in village eco-
nomy, and should not be regarded as middlemen to be eliminated, bnt as
connecting links between the villages and the markets, who should be
incorporated in the co-operative organisation.

308. 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 organisation of trading societies, and assisting them in
their dealings with dallals, arhatias and merchants. It would also en-
deavour to organise the buyer so that they may be able to take collective
action to govern trade practices and eliminate dishonest dealings; and
{or that purpose it would assist in the establishment of open and regulated
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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(") ; 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
Punjaly; those suffering at the hands of commission agents and dallals
will rally round such shops if efficienfly organised and honestly run, which:
will also be useful alternatives to the existing trade organisations. Of
_course warehouse accommodation must be arranged, and when produce is
left in the charge of the societies, there should be immediate payment of
two-thirds or three-fourths of the probable price. Factories for converting
agricultural produce into marketable articles, such as sugarcane mills or
cotton gins and presses, belong to an advanced stage of co-operative
development and cannot be thought of at present, not because of lack
of finance, but on account of difficulties of management. Before under~
taking such work, co-operators must try to solve the problems of cottage
industrialists, which are somewhat sirhilar but simpler. These will be
considered in a later chapter along with the question of the formation of
an indusfrial bank.

307. The finance of co-operative societies.—At present the members
" of societies do not get enough money to satisfy all their needs; but that
is not so much because there is lack of money but because there 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 loans advanced on the seeurity of crops.
‘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 a8 much money as they want. When, however, the work of co-
operative societies improves, when it becomes reasonably safe to advance
to agriculturists amounts sufficient to satisfy their 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 worling along sound business lines, to make arrangements witle
ecommercial banks, by which they will be allowed to hold grain as
security as trustees on behalf of the commercial banks and get sufti-
cient accommodation against the same.

308. Provincial co-operative bank.—In order to enable co-operative
banks to get into closer touch with the money market and to link them-

(*) See pars. 270.
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alves up with the reserve bank on the one hand and commercial banks
n the other, the establishment of a provincial co-operative bank
pems to be essential. It has been objected that the functions of such

bank can only begin when the co-operative movement ie fully des
eloped; that in this province it is still of feeble growth; and that the
aere etarting of a bank would not stimulate growth. It is undoubtedly
rue that the movement in the province is backward, and does no} at
resent need much capital. But the supply of money is not the only
anction of & provincial bank. It must, firstly, co-ordinate and contro}
he finances of co-operafive banks, snd provide a wider field for thg
avestment of their money. Secondly, since most co-operative banks are
znorant of banking principles and methods, possess incompetent staff
nd are badly in need of sound advice on these and other financia
natters, one of its most important duties at the present stage will he
o guide, direct and control the financial t{ransactions of other ¢o-
perative banks.

809. The need jor improved audit.—The recent failure of & oo
perative bank aé Sandila shows that increased control is needed over
oany banks, and that audit must be made move effective. The present
aw governing the audit of societies is not clear; the responsibility for
udit rests on the Registrar who has to appoint the auditors,
ut there are no -instructions laying down what the aunditow
» to do if he finds the balance-sheet of & bank or society
o be incorrect. We suggest, firstly, that the auditor ehould be
lefinitely empowered to correct errors in the balance-sheet, and that no
ociety should publish its balance-sheet until the auditor has certified
b to be correct. In case the society disagrees with the aunditor, the
patter should be referred for decision to the financial sdviser (men-
ioned below), whose decision will be.final. Secondly, the Act should
Iso make it possible to enforoe othar audit suggestions and, if these
ire constantly ignored, it should provide for the appointment of a com-
nittes of inquiry, and the termporary supersession of the menagement
vhich would be entrusted to persons nmominated by the government.
Chirdly, it should be made clear, eithexr by inserting s penal provision
o the Act or otherwise, that the managing committees of banks and
ocieties must act with the prudence and diligence of ordinary men of
/siness, and sre personally responsible for any losses arising through
1aglect of the Act, the rules, the byelaws or other specific instructions
ssued by the Registrar, who would be guided in such matters by the.
wvice tenderad to him by exparts. Fowrthly, as recommended by tha
Jakden Committes, sections 50-A and 60 of the Bombay Act, which
leal with wilful neglect and the wilful furnishing of false information
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by & society, officer or members should also be adopted. Lastly, with
the object of avoiding the employment of incompetent or undesirable
persons on the office staff of banks, we recommend 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
cancellation at any fime.

810. The financial expert.—If the provincial bank is to discharge
its dutiea effectively, it must have the services of a banking expert as
its general manager. The same individual shéuld also serve as finan-
cial adviser o the co-operative department. His functions would be to
train and supervise the work of the existing auditors, to carry out some
super-audit himself, to examine andit notes and pass orders therson, to
study and report on the financial condition of the banks, and to give
advice both to banks and to the department on technical financial
matters. He would also be primarily responsijle for bringing the pro-
vincial bank into fouch with the commercial banks and the money
market 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 sudit of the provineial bank
itself should be entrusted to certain special government bank exam-
iners whose appointment is recommended elsewhere. We further re-
eommend that the reserve bank should guarantee a suitable subsidy to
the provincial co-operative bank at a low.rate of interest, with the objeet
of 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 loan of roughly two million pounds, without
interest, to the Credit Agricole which is the apex co-operative authority
in, that country; whilst it also pays fo the Credit Agricole a sum - of
about £ 120,000 annually as a gift from its own profits. Appendix I1
f{o this chapter contains our views regarding the coostitution of a pro-
vincial co-operative bank.

811. Absence of competition between co-operative and other banks
and bankers.—If a provincial bank is started along these lines, we do not
anticipate that it will compete with the joint-stock banks; indeed, it
will probably help to bring the latter into closer touch with co-operative
banks. We have it on the authority of the SBecretary and Treasurer of
the Tmperial Bank of India that no competition at present exists between
co-operative and joint-stock banks.(®} Two-fifths of the total working
capital of co-operative societies is their own money in the shape of
shares and reserve and other funds. For the rest they depend almost

(*) Evidence, Vol. IV.
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entirely on fixed deposits, which are obtained chiefly from villagers or
others who do not ordinarily make deposits in joint-stock banks and
would otherwise have been hoarded or nsed for the purchase of land. In
fact, an increase of deposits would be welcome alike to joint-stock and
co-operative banks; and even if the latter were to open savings accounts
there would be no appreciable competition., As for the lending ot
money, co-operative banks only advance to societies situated chiefly in
villages 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 surplus funds avail-
sble. To what extent this state of affairs would continue if co-opera.tws
societies develop and undertake the marketing of produce it is impos-
sible to say. Such advances at present are, however, relatively small;
and even if the work expands it would be chiefly in villages, to whlch
joint-stock banks seldom penetrate.

812. Nor does there appear to be any serious competition between
so-operative banks and indigenous bankers st present. As the Registrar
points out: “‘Mapy of them are directors of co-operative banks, while
sowe of the bigger bankers have also placed money in fixed deposit with
co-operative banks; a few act as treasurers and keep the cash balances
of the bank in current uccount with themselves, occasionally aliowing a
uominal interest on the same. On one or fwq occasions they have
kept the surplus money of banks in deposit st a fgvourable rate of inter-
est, till a better field for investinent could be found. In short, in many
cases co-operative banks depend for their very existence on the help
and support received from indigenous bankers and are even sometimes
run by them.”(*) 1In the latter case, however, there is the danger that
they will pay more attention to the purely moneylending part of the
wark, ignoring the dissemination of co-operative principles or the en-
couragement of thrift. . .

813. Encouragement of thrift by investment.—We are of opinion
that thrift van best be enooumged by the formation of special societiee -
for the purpose, particularly in towns; but such societies are at present
handicapped by their ignorance of remunerative investments. We
recommend that co-operative banks should give special terms and facilities
to such societies. They should also encourage saving directly, by offering
sttractive terms for fixed deposits and additions to them, however small.
We do not, however, recommend the opening of current accounts in co-
operative banks, aince it would then be necessary for them to keep large

(") Evidencs, Vol. III, p. 41T. S
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+ liquid cover. In fact, surplus money is one of the great problems of co-
operative 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, generally realised now that
societies 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 surplns in government securities or in other co-operative
banks, even at a rate lower than that at which it is borrowed; for
Rs. 10,000 raised at 6 per cent. and reinvested at 5} 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 of cash balances and reserves.—When co-
operative banks keep large cash balances in hand, there is
always danger of these amounts being misused by treasurers or
even embezzled. Cash balances should, therefore, be kept with joint-
stock banks or other reliable indigenouns bankers where they exist; but
there should be no objection to the government treasurer acting as the
treasurer of a co-operative bank, and any orders which prevent this
should be modified. But whatever the arrangements, banks should
maintain small cash balances and should invest their surplus monex.
Investment in government securities has the additional advantug
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 is defeated
and the money of depositors ie 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 less the chances of its recovery,
and a bank must take that fact into consideration when preparing its
balance-sheet. We recommend the system of crediting recoveries to
principal first and to interest afterwards in liquidated societies, and
consider that the same system should prevail even in working societies
when the overdue interest is 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 proﬁi';s for
purposes of distribution of dividend, just as all overdue interest is ex-
cluded at present, Co-operative banks, though they are not govern-
ment institutions, are gemerally regarded as being u_nder the special |
patronage and supervision of government; and aocordingly they ought
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to prepate their accounts in such a way as to reveal their real condition
to the public. Moreover, they already receive various concessions from
government and the tendency is to ask for more.

816. Proposed concessions.—The chief additional concession pro-
posed is the exemption of co-operativé banks from income-tax.  The
income-tax suthorities argue that the total tax paid by co-operative
societies in the province is less than Rs. 1,000, and that so
small & concession could be of no material importance .to the
movement, On the other hand, it is argued that since the
sum is so small, Government can afford to forgo it, if thereby it can
show its sympathy with the movement and remove an unnecessary
feeling of irritation. Co-operative banks, unlike other banks and corn-
panies, are compelled by law $o invest their reserve fund in government
-gecurities; as this is a legal obligation unposed by Government, it is
ibut reasonable that Government should give a corresponding concession
by exempting such investments from income-tax. The question of
‘the interest derived from money lent to, or deposited with, one bank
by another is not free from difficulty. Such loans and deposits 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; whilst it is difficalt to understand why a loan given to a society
should be held to be exempt, and one made to a sister institution should
‘be liable. We recommend that the principle of exemption should be
simplified, and that all the income of a co-operative society should be
exempt from income-tax. All payments made by & society to individuals
by 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;

(2) that the Court of Wards and District and Municipal boards
should be permitted to deposit their money in co-opera-
tive banks; _

(3) that co-operative societies should be exempted from court-
fees aa 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 afford them;

(4) that the present restrictions against the advancing of tagaoi
to oo-operative societies should be removed and that tagavi
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 tagavi distribution. 'We have no objec-
tion to the other three proposals. But we do not attach great importance
to any of these concessions; they would not appreciably help the growth
of the co-operative movement. A What is wanted most in the first
instance is a careful study of local conditions and problems; this should
be followed by organised and systematic development in selected areas
enlisting local support and adopting or adapting local 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 slso 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 activities and one for better living; and there should be a small
rural bank in the market town. Other rural activities in such directions
as sanitation, agricultural improvement, education, ete., should also be
carried on under the guidance of a special supervisor, and the superior
confrol of inspecting experts belonging to the various development de-
partinents. 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 essential and will be so for a Iong 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
should be to make itself unnecessary; its success must be judged by
. the speed with which it achieves that object. Buf 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 1

Tabls showing the progress of the co-operative movement in the

7

United Provinces gince ite inception.

. Total i
Yo Total pymber | Ptal mmbet | vorking i | el omnet
rooietics. |mary societies sovisties. societien
) Re, Rs.

1904-035 . - 159 12,915 62,094 .
1605-08 .- . 138 10,384 1,832,188 47,018
1806-07 . .- 170 17,404 10,04,238 1,67,61%
1907-08 . . 187 88,885 21,70,142 3,790,481
1908-09 - . 868 45,067 92,956,557 4,70,186
1809-10 . - 7890 49,968 87,42,459 5,63,868
1010-11 . “ 1,858 68,085 49,60,229 7,69,189
1511-13 .- “ 1946 76,812 65.79,658 10,35,452
1918-18 . . 2,680 04,043 86,67,632 18,58,26%
1018-14 . 2,800 108,023 1,14,18,687 17,88,086
1914-13 - . 2,962 107,781 L17,49,14d 23,156,601
1915-18 . . 8,190 118,851 {  1,90,84,851 £8,47,691
u18.17 - . 8,848 100,388 1,20.40,885 88,76, 403
1917-18 o . 8,087 97,688 1,18,00,335 96,31,306
1016-19 - . 8,408 06,597 | 1,16,40,850 40,70,57L
161920 e - 3l 97,086 1,14,14,760 43,88,718
1000-21 “ - €498 110,630 1,29,57,861 46,04,540
1031-31 - . - 5,187 198,118 1,44,95,873 51,69 101
108328 " a 5,300 138,438 1,61,68,999 57,50,788
1933-34 . . 5,758 144,488 1.67,49,989 84,394,963
1924-25 - " 6,000 158,149 1,80,57,869 3,05,919
1925-36 “ . 6298 158,19 1,85,49,170 77,0480
1998.87 .- . 6,243 163,988 1,97.75,838 64,90,362
1939-99 - - 6,033 ® 159,497 2,01,56,947 86,04,040
1938-39 - . 5.507 ® 15,785 ,17,59,758 89,738,746

® 4 large number of Gotitions membera were removed,
13



APPENDIX 1II.

Proposed Scheme for o Provincial Co-operative Bank for the
United Provinces.

1. Objects.—The objects of the provincial bank are :—

(a) to guide, direct and control the financial transactions of its
members and advance them loans on the security of co-
operative paper; .

(b) to attract deposits on more favourable terms than its members
can obtain individually;

{c¢) 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-opera~
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
individuals as purchase shares in the bank, hereinafter called preference
shareholders.

8. Capital.—The nominal capital shall be twenty lakhs of rupees.

4. Shares.—(a) Ordinary shares shall be held by member-societies
in the province and preference shares by individuals; they shall not be
withdrawable;

(b} The value of a share shall be Rs. 100;

(¢) 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 Rs. 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 annnm on arrears of
called-uap shares overdue;

(g9) 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; o

(h) Forfeited shares may be sold or re-allotted either to the original

holder or to other holders:
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(5) The Board shall have power to cancel the forfeiture if arrears are
id off before the shares are sold, re-allotted or otherwise- disposed

6. General meetings.—(a) The supreme authority shall be vested
a general meeting of delegates from member-societies and preference
areholders; _

(b) Each member-society will, by a resolution of its executive com-
ittee, nominate one of its directors as a delegate to the general meeting

the. Provincial Bank; .

{0) The Registrar shall be the ex officio Chairman;

(d) Every delegate present shall have one vote, but delegates re--
esenting member-societies who are in arrears of share-calls will not be
ititled to vote; _

(6) The Chairman shall have & casting vote;

(/ To constitute a quorum, there shall be delegates from at least
1e-third of the member-societies and holding one-fifth of the share
ypitel;

(9) The general meeting will be held at least once a year (probably
; the same time aa the co-operative conference);

(h) Extraordinary or special general meetings may be called when
BCESSAIY.

6. Board of *Directors.—(a) The Board of Directors will carry on
18 business of the Bank;

() It shall consist of—

(1) The Registrar, as Chairman;

(2) Bix 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;

(8) Three persons wunconnected 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 Provinces Co-operative
Union nominated by the executive committee of the
Union and holding office for one year:

(c) The Board will meet twice a year or mare often if the pusiness

requires;
(d) A fortnight's notice shall be necessary for the meeting of the
ard; .
(6) Five members will form a gnorum;
(N All matters will be decided by a majority of voles;
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(9> The Chairman shall have a casting vote also.

7. Qualifications for Dzrectorsth —Every member of the Board of
Directors of the bank shall vacate his office—

(@) If he becomes insolvent;

(b) If by reason of mental or bodily infirmity he becomes incapable
of acting; '

(¢} 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 hold the required number of shares to qualify him for the office,
er if he himself ceases to be a director of the same;

(e) On his resigning oﬂice by notice in writing to the Board of
Directors.

8. Managing Commitiee.—(a) The Managing Committee will carry
management of the affairs of the bank;

(b) It shall consist of four persons elected by the Board of Directors
frora 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 ez officio;

(c) 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;

(¢) In their conduct of the affairs of the bank, the executive com-
mittee shail exercise the prudence and diligence of ordinary men of
business and shall be responsible for any loss sustained through acts
contrary to the law, the notified rules or these byelaws,

9. Borrowings and lendings.—(a) The Provincial Bank may raise

deposits from individoals at suitable rates; )
(b) It may accept the surplus money of members at a suitable

(low) rate of interest;

(¢) Tt will ordinarily lend money to members only; provided that i
may invest surplus funds in sach manner as it may consider suitable;

(d) Tts lending rate will be as low as practicable.

10N Guidance 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) Tt will normally allow a member-society to raise deposits only
in its own area of operations. But a member-society may accept
deposits from other areas with the sanction of the Provincial Bank;
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(¢) Lending between banks will be forbidden;

(d) 1t will require the submission of reports and returns and will
»e entitled to inspect the books of the members;

(¢) It will license the staff employed by member-societies and can-
el such licences. It will prevent the employment of unlicensed persons
)y the meniber-societies;

(/ It will have power to impose & penslty in case of wilful default
)y member-socisties to carry out its instructions.

11. Proﬁtc .—(a) Dividends on shares will be limifed to 7 per cent.,

with the proviso that in the case of preference shareholders & per cent.
sumulative dividends may be given;

(b} The rate of dividend recommended by the Board of Directors
way be reduced by a general meeting, but not enhanced by it.
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CHAPTER VII.
THE PRESENT LEGAL SITUATION IN EESPEOT OF DEBT.

818. The Bundelkhand Land Alienation Act®.—As far back as
1882 a measure was passed entitled the Jhansi Encumbered Estates Act,
the general object of which was to restore to solvency the proprietary
body in certain parts of Bundelkhand. This Act did not place aoy
restrictions on the right.of the proprietors to transfer their land. In-
quiries were made in 1901, -which showed that the indebtedness of the
proprietary body affected was only 4} lakhs less than it had been in
1877, when remedial measures were first discussed. This and cthet
considerations ultimately led to the passing of the Bundelkhaud Liand
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 sime may
be stated briefly thus.

In Bundelkhand the great majority of all proprietors were agricul-
turists in the true semse of the term, being directly employed in the
caltivation 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 pon-agri-
culturists, notably moneylenders, had been frequent. Such transfers
led to several nndesirable results. Firstly, the substitution of a Vaish
for a Rajput meant the loss of a cultivator in a tract where cultivators
were scarce, and might, and often did, lead to serious losses of cuiti-
vated area. Secondly, such transfers from the agricultural io the non-
agricultural classes were disastrous for the tenants, who were then
placed in the power of landlords who regarded land merely as a con-
mercial investment, and oppressed and rack-rented them. Thirdly,
" puch transfers were a source of danger, since they resulted in he dis-
possession of a large number of ancesiral proprietors, who became
turbulent and discontented, and were apt o blame the State for thelr
misfortunes.

319. The general effects of this Act may be summarised thus:—
~ (1) There has been a reduction in the supply of credit and sm
: increase in s price.

* See also page 365.
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(2) This Teduction of credit has led. directly to & fall in land
values.

(8) There has probably been & considerable reduction in the

* total volume of debt; at all évents it is lower in this tract
than in any other part of the province.

(4) The non-agricultural moneylender has been replaced fo a consi-
derable extent by the agricultural moneylender. Of the
total debt in Bundelkhand 42 per cent. is due to the latter
and 44 per cent. to the former.

(6) Transfers have been for the most part, {though not entirely,
since there are means of evading the law) from one agri-
culturist to another.

(8) Even'in Bundelkhand, where most landlords are small culti-
vating proprietors, some are richer than others. It seems
inevitable that as a result of this Act the richer Jandlord
has increased his possessions at the expense of the pobrer.

(7) It may be doubted whether the Act benefits the tenant,
No landlord oppresses his tfenants so ruthlessly as- the
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 awars, no
patallel in any other country in the world, save in certain other parts
of India. In practice, on balancing the results described above, we
«re inclined to doubt whether the advantages derived from the Art
outweigh its disadvantages, even in Bundelkhand. We are not pre-
pared to go so far as to recommend its repeal though some 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 any other part of the province. In another chapter,(*) we have given
the most recent statistics available relating to transfers of land between
agrioultural 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 its extension from other points of view; and
proceed by means of a comparison of the facts, as they stood in 1908
in Bundelkhand, with the facts as they stand now in the rest of the
provinos.

(1) In the Bundelkhand of 1903 a transfer from an agriculturist
to a npn-agriculturist meant the loss of a oultivator in & tract where
cyliivators were scarce, and generally led to reduction of cultivation. In
-the rest of the province at the present day the demand for land is so keen
that the same difficulty could not possibly oocur.

(.) C'h.w “ m m-
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(2) It was held in 1903 that a transfer of land frem an agriculturist
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-
khand 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 may or may not involve loss of ira-
- ditional sympathy between landlord and tenant, but it does imply
reasonably good management. Just because the non-agriculturist land-
ford ¢ a man who regards land as a commercial investment, he will
not harass his tenants. The tepants may be the moneylenders’ ‘milch
kine’; but no dairy was ever run 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 net, means a’substitution of a
good for a bad landlord.

(3) In 1903 transfers from agricaulturists 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 also the government 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.
Bat 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 Vaish
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 & man whom he has
always regarded as his inferior; he will not be reconciled to his lot
merely because his supplanter happens to know bow to drive a plongh.

(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 de not cultivate but merely collect rents. Are
‘such landlords to be classed as agriculturists or non-agriculturists?
Buch men, and they form a powerful body, would certainly resent being:

a

(") Chaptar IV, pars. 287.



( 207 )

classed 88 non-agricultural; yet if they are allowed to purchase Iand
freely, the inevitable result will be the gradual disappearance of small
propertors and an incresse in the number and size of large estates. We
have seen reason to believe that the richer land-owner has to some
extent swallowed the smaller even in Bundelkhand; in the rest of the
province, were a Land Alienation Act applied to it, the same result
would occur, but many times magnified.

820, In short, we hold strongly that there is no case for intro-
ducing a Land Alienation Act in any other part of the province. It
- i8 not warranted by the figures of transfer between agriculturists and
non-agriculturists, and in the circomstances of the province it would
have most undesirable end even dangerous results,

821. The Transfer of Property Act.—Under the Transfer of Pro-
perty Act, a mortgage of land must be the subject of & registered deed.
An equitable mortgage is one made by depositing the title of the mort-
goged property with the mortgagee, and such g mortgage is legal only
1 certain port and presidency towns. In this province it is not possible
to raise & loan on the security of title-deeds. However short the term
of the advance to be secured, the mortgage which secures it must be
registered, which means both delay and additional charges, charges
which might amount, if the period of the loan is short enough, to more
than the interest charges; in other words, the price of credit would be
increased by over 100 per cent. We do not suggest that the registered
mortgage should be abolished; but we recommend that equitable mort-
gage by deposit of title-deeds should be made legal in this province, as
it is in presidency and port towns and also in the Punjab, to which prov-
ince the Transfer of Property Act does not apply.

Aguin, there are many mortgagees in the province, but they cannot
use their mortgage-deeds as security on which to borrow money. We
recommend that the law should be amended so that the mortgagee can
transfer his interest in the mortgage to his creditor by a mere deposit of
the title-deed. .

Our third recommendation relates to usufructuary mortgages, and
is one already made by the Royal Commission on Agriculture, whose
words we gquote :—'‘No usufructuary mortgage of agricultural land
should be permitted by law unless provision be made for an automatic
redemption within a fixed period of years, of which twenty should be
the maximum.”(®) Every usufructuary mortgage shounld, in our
opinion, bear on its face the date of its final redemption.

¢} Report of the Royal Commission om Agricsltare in Indis, 1928, jage 419.
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322. The Insolvency Act.—Many witnesses have complained that
the present insolvency 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
sppointed to administer his property to record incorrectly, or actually
to withhold, realisations and recoveries. In eitber case the creditor is
defrauded of his rightful dues. $uch 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 specla,l 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 caunse court judge who by
reason 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 so freely nsed
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 resnlt that the Act cannot he applied to
loans made or securities taken before its commencement. On ‘he
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 wsurious. From
* the practical point of view, indeed, the principal defect of the Act
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 a rate of interest depends on numerous factors which vary from case
to case according to their ‘merits, and a rate which is fair in the
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circumstances of onme loan might amount to rank usury in the case of
another. Nevertheless, the absence of this definition must inevitably
result in unequal freatment of.creditors, .because every judge will
administer the Act according to his owh idea of what constitutes usury.
On the basis of the evidence before us we can only conclude—
(1) that the Act is used more freely than we had been led te¢
expect; )
(2) that owing to the importsnt defect which we have men-
tioned, it is sometimes misused fto the detriment of the
creditor; .
(3) that as time passes and the number of loans and securities of
an earlier date than 1918 ferminate, its nse will increase.

824, Disoretion of courts to allow interest after suit.—When a
plaintiff files & suit it is entirely in the court’s discretion to allow or
refuse bim interest after the date when the suit was filed. The court
may sllow 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 of
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 agreement. The
courts occasionally 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 has agreed to pay interest at a certain
rate, he should continue to pay that rate fo the date of recovery. As
matters are, the borrower often deliberately avoids satisfying a decree
8o as to get the benefit of the lower interest fixed by the court. We
consider that the Civil Procedure Code should be so amended that courts
no longer have discretion to reduce the stipulated rate of interest after
the date of the euit, unless that rate is ‘‘usurious.”

825. Delay in suits and in realisation of decress.—It takes a long
time to get a decree, and a longer time to execute it. This naturally
affects the cost of aredit. 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 his case cannot be limited. Nevertheless
there is considerable delay in the disposal of cases; how far that delay
is avoidable we are not in & position to say, but we consider that the
possibility of aveiding it should be examined. If it prove unavoidable,
the obvious remedy is to increase the number of judges.
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826. Dishonesty of lower court officials, and defendants.—We
bave received many complaints of the dishonesty of lower court officials,
such as ahlmads, bailiffs and process servers. They annoy the plaintiff 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 an impending arrest or attachment. These complaiuts may be
uxaggerated : 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 armed with greater power to prevent and punish such
abuse of the facilities provided by law.

.

327. Fristing rent and revenue legislation.—The laws which

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 1926),
(c) the Agra Tenancy Act of 1926.

{a) The United Provinces Land Revenue 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 reducing the burden of
assessment.

(b) The Oudh Rent Act of 1886 bas 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 tenmant 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 Act
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 faif
and equitable rates of rents for statutory tenants.'” This year is called
B ‘“‘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 for settlement.(*) In
other words, so 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 eince the last roster year, and to determine on
this basis what rents are fair and equitable, which rents are then used
as & measure of enhancement. In these circumstances the fact that the
maximum enhancement has risem from 6} per cent. to 33§ per cent.
is a matter of small moment, all the more so that if the mazimum
enbancement is decreed then it may be spread over any number of
years not exceeding five by yearly increments. ‘

(c) 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 vight by continuous cultivation over a period of twelve years.
On the other hand, a tenant can now purchase an occupancy right from
o landlord, or receive it from him as a gift. Enhancement of a stétutory
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 ‘‘roster’’ limi-
tations as have been described above.

328. Effsct of the new legislation on credit.—The new Tenancy
Acts have affected the credit both of landlords and of tenants, but in
different ways. Under the old Act, though it was difficult for a landlord
to enhance an occupancy tenant's rent, yet he could always prevent
a tenant from acquiring 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 enhanced rent without limit or hindrance; and since there was a
great demand for land, the landlord could invariably get the enhance-
ment which he demanded. Uunder the new Act, however, the statutary
tenant is secure in his holding for the rest of his life, and his heir for five
years thereafter; whilst enhancement can now only be made at lengthy
Intervals and is strictly limited in extent. These changes have had
the effect of reducing the value of land, or rather of checking a tendency
(due to other causes) for that value to rise; and as land is the only
important asset which most landlords can offer as security for a loan,
it has had the further effect of reducing the landlord’s credit.

——

() Qudh Rent acz, section 51D.



( 212 )

329. There is another change in the Act which also tends te
reduce the value of land, but is of special importatice in connexion with
usufructuary mortgages. Every landlord whose proprietary rights are
transferred either by foreclosure, sale, or certain types of voluntary slien-
ation, becomes an exproprietary tenant, with a right of occupancy in
.his sir and in any land which he had cultivated continuously for ten
years before the date of the transfer. TFor the purposes of this section,
4 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 rates for occupansy tenants.
Since an average non-occupancy rate was often two or three times the
occupancy rate, it is obvious that the usufructuary mortgagee under the
new Act obtains & 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 fo offer will be considerably 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
been said to show that recent legislation has weakened the landlord’s
<redit.

331. But whilst these new Acts have had the effect of reducing
the landlord’s credit considerably, they have affected the credit of the
tengnt much less. It has been explained in a previous chap-
ter that, with eertain special exceptions, no tenant's right is
iransferable and no tenant’s- holding can be legally mortgaged;
Put that all tenants have certain rights of subletting, and use sub-
1eases as a substitute for usufructuary mortgages. Under the old Act,
an exproprietary or occupancy temant could sublet the whole or any
part of his holding for five years, thongh 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 thapn,
they used to be. On the other hand, the non-occapancy tenant of the
-old 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 period of three years, whilst the period
between subleases remains the same. The statutory tenant, therefore,
js in a far stronger position than the old non-occupancy tenant in the

matter of subletting, and consequently in the matter of credit. It is
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true that at present statutory rents are .so high that the margin for
profit leit to a subtenant-mortgagee is small; but in Agra at all events,

- where enhancement commonly takes place once in twenty. years, it is
likely to increase with time. And under thée provisions of the present
Act, 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-
possible because the tenant has reduced the resources from which he
must finance redemption; and the end is generally relinguishment of the
land by the debtor and a lease of it by the landlord to the creditor.
Yet it is difficult to suggest any means by which the practice can be
stopped; indeed, the law provides ample means already. The difficulty
lies in the fact that the landlord willi not use those means, for, ss we
have pointed out already, the change is often to his advantage.

833. The tenant's long-term credit.—QOccasionally a tenant re-
«quires long-term credit, to repay his inherited debts, to improve dis
land, or for less desirable objects. But no creditor would grant & long-
term loan without adequate security, and the only adequate security
-which an agriculturist can offer is a mortgage qn his land. As matters
stand, therefore, the tenant cannot obtain long-term credit at all,
xnless he is prepared to break the law by a sublease of the type just
.described; and many of our witnesses have an this account recommended
that his rights should be made transferable. We cannot recommend
such a change. To an uneducated peasant, an increase of credit merely
means an increased incentive to incur debt. That assertion is proved
past all doubt by our statistics of debt in the eastern districts, where,
amongst tenants and peasant-proprietors, the incidence of debt per debtor
is no less than Rs. 830, as against a provincial average incidence of
Rs. 172; and the only cause that can be assigned for the difference is
the fact that cettain classes of tenants in those districts do possess
transferable rights. If the tenmant is to be granted the right
-of transferability, then -the right must be so limited as to pre-
vent its misuse, After carefully considering all the -circum-
stances, we are disposed to recommend that the exproprietary or occu-
pancy tenant should be given the right to mortgage (but not otherwise
transfer), his holding for a period not exceeding twenty years, and only %o
a land mortgage bank or co-operative credit society; and that the land-

ord’s superior right should be recognised by giving him, in case of
nforcement of security by sale, the first right to purchase the equity
f redemption, which will enable him to extingaish the occupancy right

The 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 fo us takes the 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 regref
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 churges on the transaction would
probably not be less than the 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 fran-
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 as any other occupancy tenant.

334. Hindu and Muhammadan law.—The peculiarities both of
Hindu and Muhammadan law are such that a cteditor runs no ordinary
risk in dealing with a Hindu or a Muhammadan borrower. Amongst
Hindus the root of the trouble is the constitution of the joint Hindm
family. A Hinda father or manager (karts) 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. Sach litigation may last for years, and, whichever party succeeds,
the creditor is certain to lose. Similarly, 3 Mohammadan debtor can
defeat a creditor by transferring his property to his wife in lien of
dower. Again, the laws of Muhammadan inheritance are extremely
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complicated. There are various classes of heir, both male and female,
gome with 8 claim to & fixed share, some with g claim to the residue,
gome With a claim to both; whilst the presence of certain heirs excludes
other heirs. A creditor will rarely have complete koowledge
of the family tree, and consequently there is always a risk, in a.dvaqc-
ing money to 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 for these inconveniences without disturbing the Hindu's or
Muslim's personal law. ' -

835. There are, however, two points to which we draw special
attention :— .

(1) In a previous chapter, we bave explained the peculiarities of
Hindu law in the matter of the inheritance of debt, and have pointed
out that 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 Commission suggests, solely fo ignorance
of the legal -position.(®) It is due also to a sentiment which
18 inspired partly by respect for the ancestor, partly by religious con-
sideration. But the effect of thie 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 indebtedness . . . as a natural state of
life.”’(*) It is & sentiment which in the circumstances of Hindu family
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 immorality to
escape taking over their debts; but such cases, we imagine, are rare
and whenever they do occur, ere often inspired by the debtor himself..
It is @ sentiment, too, which we find impossible to condemn. Neverthe-
less, the present position in this respect is that ‘‘the fathers have eaten
sour grapes and the children's teeth are set on edge.”

() The religion of Islam forbids a Muslim taking interest. To
a Muslim, therefore, profitable investment ia impossible. It is said that
in some parts of the country this prohibition is weakening, or that it
is evaded by such means as taking a bond from a debtor for an amount
larger than was actually lent, or by granting a loan at a disconnt. We
doubt, however, whether these refinements have yet penetrated into the
villages; and the prohibition is still observed by orthodox Muslims
everywhere. There was a proposal, we believe that the interest payable by

{*) Agrienhtaral Commission Report, 435.
) Ibid, p. 434,

14



( 216 )

government on the deposits in post office savings banks or postal casl
certificates should be funded for the benefit of Muslimn education. W
suggest that the Muslim authorities might consider whether life insuranc
could be accepted by Muslims as a suifable form of investment.

336. Stamp duties on hundis and bills.—We have referred to thi
matter in Chapter X1, and merely mention it here to complete our survej
»f the legal points which affect credit.

337. The Land Improtement Loans Act of 1883 and the Agri.
culturists Loans Act of 1884.—We have already dealt at some length
with the subject of tagavi loans. We have had to mention numerou:
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 administrative
and that we have no fault fo find with the Acts themselves.

838. The errors of moneylenders arid banks.—There can be n¢
doubt that in some directions the scales are weighted against
the- moneylender. “We cannot, however, conceal from ourselves
- that vo some extent he is himself to blame if his legal position
is weak. Induced by. the hope of a high return for his money he is
apt to take risks which no prudent man would take, and if in the end he
loses thereby, he is entitled to blame oply himeelf and not the law.
Even banks, according to one of our most important legal witnesses,
are not above reproach in this matter. *'I found myself’”” writes this
witness ‘‘that no regard is paid to the composition of the
directorate. Anyone who is supposed to possess some sort of local
influence is comsidered to be good enough to be appointed a director,
whether he knows anything or not of the working of a bank
I had a case in my hands some three years ago in which a branch of a
bank in some other province was started in a small hill station. The
manager or the local managing director was a man of no particular
repute. The bank went into liquidation, and if my recollection is right,
all that was diseovered in the till was a sum of Re. 1-5-0.”” Another
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
" faw, 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 our
witness, ‘‘when a few years later the bank went into liquidation.”” This
witness offers us the following recommendations.

Legislation is needed to provide for (1) the minimum qualification
of the directors. This should not be confined to the possession of a
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rtain number of shares, but include either previous training in & bank

special knowledge of finance; (2) the minimum qualification for
jpointment as manager, agent or their assistants; (3) for the compul-
ry appointment of legal advisers wha know something of banking com.
ercial law and bave made a study of conveyancing. In this connexion
ir witness points out that & large part of the litigation in this country
due to the fact that people enter into transactions without previously
staining legal advice, and in proof of his statement mentions & case
. which a bank might have saved a large fee paid to its counsel during,
i@ litigation, if before entering igto the transaction it bad paid a small
e of Rs. 100 or so to any junior lawyer for his advice. ‘‘The practice
- retaining a family solicitor or private solicitor so common in
ngland and also in the presidency towns is wholly unknown in these
rovinces and the result is legal chaos.” Our witness is of such
minence in his own profession that though all his recommendations may
ot be equally practicable, we record them without comment for the consi-
sration of the Central Commitiee who are exammmb the question of
snkng legislation.
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CHAPTER VIIL -

PoSSIBLE REMEDIES IN THE PRESENT SYSTEM OF AGRICULTURAL CREDIT.

339. The economic situation of the cultivator.—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 avoiding debt, yet 46 per cent. of our cultivators are debt-
free.

(2) Though 56 per cent. of all cultivators possess holdings which are
below the minimum economic area, the proportion of debt-free amongst
these small farmers is 28 la.rge a8 it is amongst their richer brethren.

(3) Debt is least heavy in those very tracts where the number of
uneconomic holdmgs 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 no
account of any subsidiary source of income that he may possess. The
census figures prove that a certain number of cultivators do possess sub-
sidiary resources. Many cultivators, for instance, are also receivers of
rent or agricultural labourers. Many possess some non-agricultural oc-
cupation; they are blackemiths, or carpenters, or traders, or weavers,
or tanners, or priests. Many, again, supplement 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 (dauna),
by ma.kmg mats of grass or baskets of bamboo, and generally by utilis-
ing, in one manner or another, the prodocts of Nature which 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 earir an additional income as moneylenders, or cart-
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
* 1
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is heaviest, which creates for the cultivator additional resources in the
shape of remittances received from the emigrants abroad. Tn short, the
agricultural population does nol depend solely on its agricultural in-
come, but has many subsidiary occupationg; aud any coneclusions based
_salely en agricultural income are te that cxtent misleading.

841. It is this fact which solves most of the paradoxe