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To 

No. 195 of 1934. 

HIS HIGHNESS lHAHARAJA 

RAOL SHREE KRISHNAKUMARSINHJI, 
JliAHARAJA OF BHAVNAGAR. 

SECRETARIAT, BHAVNAGAR, 

Dated 23rd April 1934. 

YOUR HIGHNESS, 

I have the honour to submit herewith the Report of the 
Revenue Department on the results of the Scheme of Debt 
Redemption of the Kheduts of the State, to which I have 
attached a short Explanatory Note which will speak for itself. 

Mainly the success of the scheme is due to Your Highness' 
solicitude for the welfare of your people. 

I have the honour to remain, 
Your Highness' most obedient servant, 

P. D. PATTANI, 
President, 

Bhavnagar State Council. 



No. 22 of 1934. 

FROM 

To 

SiR, 

NATVARLAL MANEKLAL SURATI, 
B.A., LL.B., 

REVENUE COMMISSIONER, 

BHAVNAGAR STATE. 

Sm PRABHASHANKER D. PATTANI, 
K.C.I.E., 

PRESIDENT, STATE CoUNCIL, 

BHAVNAGAR. 

BHAVNAGAR, 31st March 1934. 

It is now more than four years since the Agricultural Debt 
Redemption Scheme was first applied to Lilia Mahal, and I am 
now happy and thankful to be able to say that this bold ex
periment mainly initiated and carried on under your direction 
has been brought to a successful termination and all parts of 
the State have been brought under the operations of the 
scheme. 

Further I have under your instruction prepared a report, 
which, be~ides, being a resume of the preceding investigation~ 
and findings of the Bhavnagar Khedut Debt Inquiry Committee, 
also gives in a brief compass an account of the operations of 
the Redemption Scheme adopted as a result of the Committee's 
recommendations. I now beg to send herewith the said report 
with a request for its respectful submission to His Highness 
the Maharaja Saheb in due course. 



It may not be here out of place to recall how, while the 
Scheme wag being slowly extended, those in charge of its work
ing had their moments of doubts and misgivings about their 
being ever able to complete the work undertaken ; and in a 
letter I wrote to you in October 1932, while you were in England 
in connection with the second Round Table Confprence, I 
ventured to express myself thus:-

" I cannot say, Sir, how you always feel about it. 
I know that if you have embarked upon this big 
enterprise of the wholesale red~mption of the Bhamagar 
peasantry, you have done so after due deliberation and 
in full conviction of the righteousness of such a course 
and having done so I know that you are not one, who would 
waver or lightly turn back. But if I may make a personal 
confession, I must say that the magnitude of the 
undertaking, the contumacy of a section of the Kheduts 
like those one meets with in Lilia 1\Iahal, the bitter and 
uncompromising opposition of a minority of Sowcars 
and the criticism-mostly uninformed-{)£ friends and 
colleagues who ought to know better, all these at times 
induce a feeling of nervousness, giving rise to subconscious 
doubts and misgivings. So when I come across such views 
and opinions as are now contained in the enclosed cutting, 
they have on me a most reassuring effect ; for they bear 
independent testimony to the soundness and wisdom of 
the action taken by us." The newspaper cutting· referred 
to, you perhaps may remember, contained a report of a 
lecture delivered before the Calcutta University Institute 
by Mr. Naliniranjan Sarkar, President of the Bengal 
National Chamber of Commerce and also a mem her of the 
Government Banking Inquiry Committee. The whole 
lecture was a most powerful plea for urg~nt action 
being taken for redemption of . the indebted Indian 
p€asantry. 



In reply to my above letter, you sent a characteristic 
reply from London from which I make no apologies for quoting 
the following more pertinent passages in full :-

" I am not surprised at your nervousness in the 
midst of the opposition to the new experiment, I am 
trying in Bhavnagar. But after years of experience, I 
am convinced that if States and British India are to go 
quietly and peacefully through days of depression and 
financial stringency, as also through the disturbing days 
of rising agitation, the method that we have adopted 
at Bhavnagar is the only method for making a safe port. 
If the Kheduts are contumacious, it is because of their 
ignorance ; if the Sowcars are uncompromising oppo
sitionists, it is because of their selfishness ; if uninformed 
friends who ought to know better, criticise the good work 
that we have taken in hand, it can only be because their 
friendship may be of a character, which cannot be called 
a true f~iendship. All eyes are on us. On our success 
depends the future fate of India. Small though the State 
is, and insignificant therefore the enterprise in one comer 
of that huge continent,-it has the seeds, which if they 
sprout into plant, will open many eyes, and many well
intentioned rulers and officers will welcome the experiment 
and imitate it. I shall not be sorry even for tbe failure, 
for it would be a failure ina good cause. But!amnotafraid 
that we should fail, for ignorance and selfishness and 
unfriendliness of others should only girdle up our groins 
and give us greater courage towards success. I depend 
upon you as the Revenue Commissioner. I depend upon 
my Vahivatdars as your loyal subordinates, and if you, 
the small batch of officers only enter my heart and give 
your life to me in this connection, I have no doubt about 
it that the forces of opposition must succumb and that the 
sun of success must rise giving warmth to the depressed 
and afflicted peasantry, and when they see the light they 



vi 

will make us all strong and strengthened, for, I am ahvay8 
reminded that it is the peasantry that is the State and the 
ruler who is the father of the peasants. You will remember 
Goldsmith's following couplets in the" Deserted Village" :-

" Princes and Lords rna y flourish or rna y fade ; 
A word can mar them as a word hath made ; 
But a bold peasantry, their country's pride ; 
When once destroyed, can never be supplied." 

"I shall not write more. I only write this to encourage you 
so that you may not lo~e heart, and if the Revenue Department, 
which is my hands, lose heart where would I be ? For one man 
cannot reach the whole cultivating class." 

And if to-day, after a lapse of four years, this unique ex
periment has been brought to a successful termination, the 
result has been mostly due to your ever bright and unfailing 
faith and the generous and consistent encouragement and 
support you have always extended to those who were 
charged with the detailed working of the scheme. 

Finally a word of acknowledgment is due to the members
both Officers and clerks-{)£ the staff of the various Debt 
Redemption Committees. No one knows better than you 
how monotonous and exhausting was the work of the day-to-day 
examination and sifting of the Sowcars' account-books. But 
fortunately we had in the Committees' staff, a band of trained 
workers possessed of special aptitude, and the patient industry 
and conscientious zeal, with which they devoted themselves 
to this work, have contributed not a little to its 8uccess. 

I have the honour to remain, 
Sir, 

Your most obedient servant, 

NATVARLAL M. SURATI, 
Revenue Commissioner, 

Bhavnagar State. 
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EXPLANATORY NOTE. 

The Bhavnagar State some time back set up an ad hoc 
Committee to inquire into the question of agricultural indebted
ness, and the grave economic condition of the peasantry, that 
was revealed as a result of the Committee's investigations, 
was amply borne in upon the Dar bar, and it was realized that 
unless grave agrarian trouble was to be risked in the near 
future, it was imperative to take immediate remedial measures 
to restore economic health to the debt-depressed and all but 
insolvent Khedut. 

Among other measures adopted to relieve the situation, 
the Bhavnagar Darbar sanctioned a Debt Redemption Scheme 
depending for its application on the voluntary co-operation 
of the Sowcars and the indebted Kheduts. At first the money
lenders were chary of availing themselves of the benefits offered 
by the Scheme. But when they slowly realized that they 
would be able to recover, in cash and at one stroke, far more 
under the Scheme than they, if left to their own devices, could 
otherwise hope to collect in a number of years from their 

. Khedut customers suffe:ring from chronic indebtedness, they 
slowly came forward-first the Sowcars of one Peta-l\Iahal 
or sub-district and then of another sub-district, asking for the 
composition and settlement of their outstandings on the 
basis provided in the Scheme. 

The Scheme was first applied to Lilia l\Iahal in April 1930, 
and slowly its operations were extended to other llfahals 
until the whole State has now been covered. 

The nominal outstanding arrears shown as owing by 
the Kheduts in the Sowcars' books amounted, as the Redemp
tion Committee have found, to Rs. 86,38,874 and the same 
have been compounded and compromised under the Scheme 
by the Darbar paying out on behalf of the indebted Kheduts 
a sum of Rs. 20,59,473. 
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Indebtedness of the Khedut is a phenomenon of almost 
universal prevalence in a predominantly agricultural country 
like India, and apart from local peculiarities, the problem has 
in its broad aspects many common features all over the country, 
since it has its origin in more or less similar conditions obtain
ing in the country. Naturally, therefore, the Bhavnagar 
experiment of the wholesale liquidation of the Khedut's 
debts has attracted much outside attention, and many inquiries 
have been received by the undersigned in this connection. 

But everyone in these hurried days has not the necessary 
time to wade through the Committee's lengthy Report or the 
voluminous Evidence collected by it. and so the undersigned 
has had this small booklet prepared, and in it, an attempt 
has been made to give, in a brief compass, a rapid summary 
of the preceding investigations, out of which the Liquidation 
Scheme came to be evolved, as also a short account of the 
operations of the Scheme and its after-effects, so far as they 
could be judged in the short intenal, that has elasped since 
the Scheme first came to be applied. 

If the earnest student or busy official, who has more than 
a passing interest in this subject, is allured as a result of reading 
these few pages, to dive deeper into this intriguing question, 
he will please then refer to the Evidence and Report Volumes 
of the Khedut Debt Inquiry Committee. 

While the Scheme has elicited enquiries in many quarters, 
it has also in places given rise to honest doubts as to the 
advisability of the course pursued. Accordingly some cor
respondence, which the undersigned had with frienclly critics 
of the Scheme, as also relevant extracts from official speeches 
and State papers bearing on the subject and a few newspaper 
notices and criticisms viewing the Scheme from different 
standpoints have been included herein. These, it is hoped, will 
satisfy all reasonable inquiries and answer legitimate doubts, 
which, this rather unique enterprise of the total and complete 
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redemption of the indebted peasantry has naturally gtven 
rise to. 

The Dar bar were not oblivious of the future risks, to which 
the poor illiterate Khedut was exposed at the hands of un
scrupulous Sowcars always too willing to exploit them by 
advancing money and entangling them in fresh usurious 
transactions. Some protection against such future victimiza
tion is sought to be given by the Khedut Protection Act enacted 
simultaneously with the Debt Redemption Scheme. This 
Act is embodied as Appendix III hereto. 

A third complementary measure adopted, and, that 
by far the most intportant, is the scheme of Gramya Panchayat 
covering all aspects of the Khedut's life and in fact aiming 
at the rehabilitation of the whole village life itself. (Vide 

Appendix V.) 

A further elucidation of these various measures will be 
found in the course of the following pages. It may be only 
mentioned here that all these three measures hang together 
and they have been adopted simultaneously in the hope that 
their cumulative effect may render the farmers, who comprise 
75 per cent. of the population of the State, more happy and 
contented. 

As a result of the total redemption effected, there are 
to-day hardly any suits orexecution proceedings pending agailll't 
any Kheduts in the Civil Courts of the State. Litigation is 
always a fruitful source of no end of anxiety and expenditure, 
which have been all avoided by amicable Fettlement outside 
the Courts. Another immediate and undoubted benefit con
ferred on the Kheduts is the substantial saving in inwrest 
charges alone, which would have amounted to about 
Rs. 21,00,000 annually, calculating interest at the raw of 25 per 
cent., which is the 01dinary rate tht> Sowcars levy, though 
cases of still more extortionate rates chatged occur only too 
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frequently. In other words the Kheduts have had their 
huge outstandings of Rs. 86,38,874 compromised and 
compounded by payment of a sum, which i~ certainly not more 
than the annual interest charge, to which they wete annually 
subjected for these arrears. The gain to the State is also 
not inconsiderable; for apart from redemption creating a 
debt-free and contented peasantry, an incidental remit 
has been easier and better recoVPries of the land assessment, 
and it was noticed that in spite of the heavy fall in prices, the 
Kheduts willingly and easily paid the full unit of current 
assessment and al~o something towards anears even in parts 
of the State where the season was below normal and where 
recoveries would have fallen short by 4 annas under the old 
conditions, when the agriculturists were still weighed down 
by the burden of past debts. 

It would not be out of place to mention here that nothing 
is closer to the heart of His Highness the Maharaja Saheb than 
the interest and well-being of his Khedut subjects, who form the 
backbone of the State, and one of his first acts on assuming full 
powers was to confer on the Kheduts the rights of sale and full 
inheritance in respect of their holdings. But even while His 
Highness was a minor, the thought of the Kheduts' well-being 
was not absent from his mind, and it was he who first inspired 
the idea of lightening the burden of the Khedut's debts and as 
a result, Rs. 33,00,000 of State arrears of Land Revenue 
were written off during the l\Iinority Admini~tration. Havin5 
thus set the example of remission of old State arrears, His 
Highness the l\Iaharaja Saheb next appealed to Sowcars to 
help in the economic rehabilitation of the Khedut by accepting 
settlement of their outstanding claims on the ba~is provided 
in the Redemption Scheme, which was again to be financed 
by the State advancing the loans required for liquidation. 
It is satisfactory to note that the Sowcars have on the whole 
responded well and helped to make the Scheme the success 
it has been. His Highness the 1\'laharaja Saheb did not make 
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an exaggerated claim, when, in the course of a speech he 
recently made on the occasion of the visit of the Hon'ble the 
Agent to the Governor-General, Mr. Latimer, he said, " I am 
by temperament rather reticent, and I believe I am trained 
to value action more than expression of good intentions." 
In the same speech His Highness the Maharaja Saheb further 
summed up his conception of true rural uplift in the following 
words:-

" If the object of rural uplift is to be really attained, two 
things should receive first attention :-(1) Relieving the 
cultivators from the arrears of State assessment and (2) 
Release from the crushing burden of private debts." What 
His Highness's Government have done in regard to the second 
subject has been attempted to be described in the course of 
the following pages. 

BHAVNAGAR, 

15th Aprill934. 

P. D. PATTANI, 
President, 

State Council, Bhavnagar. 



REDEMPTION OF AGRICULTURAL 
INDEBTEDNESS IN BHA VNAGAR STATE. 

SECTION I. 

Preliminary investigation of the Khedut Debt Inquiry 
Committee. 

The Bhavnagar Darbar's forcible attent.ion was first drawn 
to the problem of Agricultural Indebtedness by a petition 
received in January 1922 from some Kheduts of Lilia Mahal. 
In this petition they complained about their desperately low 
and poor economio oondition, whiob, they attributed to the 
monstrous rates of interest, commission, etc., levied from them 
by the local Sowcars. The then Revenue Commissioner made 
a preliminary investigation in the matter and reported that 
the allegations contained in the petition were only too true 
and, further, pointed out the urgenoy of some remedial aotion 
being taken to relieve the eoonomically distressed Kheduts. 
Thereupon the Counoil of Administration appointed a Com
mittee in June 1922, under the Chairmanship of Diwan 
Bahadur Tribhuvandas K. Trivedi, Member of Counoil, to 
inquire into the problem of Agricultural Indebtedness and 
suggest remedial measures. 

Khedut Debt 
Inquiry Commit
tee appointed. 

2. The Chairman first made a preliminary tour of some PreHminary 
. · Tour of the 

22 villages in different Mahals, as a result of wh1ch he found Chairman. 

that the complaints made in the petition of the Lilia Kheduts 
about the economic ruination, that was being wrought by the 
unscrupulous and usurious methods of the local money-lenders, 
were not a bit exaggerated, and the characteristics of the 
Sowcar's dealings with his Khedut customers detailed in the 
petition and the preliminary report of the Revenue Com-
missioner were with local variations met with everywhere. 



PRELIMINARY INVESTIGATION. 

Com prehon- 3. The alarming conditions thus revealed indicated the 
;,il~J ~~~~~.ry dcei· neeessity oi a thorough and comprehensive inquiry embracing 

the whole State, if the same was to serve a useful and 
practical purpose and reliable and adequate conclusions to he 
reached. So, it was decided to investigate, at least in a 
general way, the conditions prevailing in all the Mahals of 
the State. 

How tlw Com· 
mitt<-e collected 
tlw statistics of 
inrlividual inch•h

4. Figures of individual indebtedness of all the Darhari 
Khatedars were in the first instance collected and recorded 

(ednes.• audothee by the local Thandars. To check and verify these figure.;, 
rt'lt'va.ut. mfor- , , , 
,;,•tiou, the Committee toured the whole State, VlSltmg each and ever~· 

village, where they met the Kheduts face to face and in their 
own homes, so to say. This was, in a way, the Committee·~ 
most imp01tant work, as it brought the members into close, 
intimate and direct touch with Kheduts and enabled them to 
obtain first-hand information. Besides checking, correcting. 
adding to or altering the figures of debts, etc., entered in the 
tabular statements prepared by the Thandars, the members 
of the visiting party subjected each individual Khedut in 
turn, to a little searching cross-examination, to elicit the 
nature of his debts, the occasion and purpose for which they 
were incurred, the interest, premium and other charges levied 
by the Sowcar, etc., etc. While this process of verification 
of the statements and examination of the Kheduts was going 
on, it was made a point to select a few typical cases of harsh 
and unfair dealings involving exorbitant rates of interest or 
other hard terms, and the same were gone into at leisure at 
the Committee's camp by sending for the Sowcars concerned 
and examining them and their account-books. Altogether 
the Committee examined in this way some 552 Sowcars. 

Further, in most of the villages, two or more Kheduts of 
varying economic conditions were picked up, for preparing 
their family budgets roughly showing the produce of their 
respective holdings, the cost of cultivation (which includes the 
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assessment payable to the State), the proportion of the produce 
retained for domestic. consumption and the price realised by 
selling the surplus quantity. A comprehensive questionnaire 
prepared by the Chairman was also filled in for substantially 
big villages, and this was done by meeting the leading Kheduts 
of the village in a group and putting questions to them. 

Of course, in the very nature of things, one cannot alway~ 
vouch for the accuracy of the debt-figures collected. But 
realising that the value of the Committee's conclusions would 
lie in the. reliance, one could put on the returns of the debt 
figures, every care and safeguard was taken from the begin
ning to ensure their accuracy. 

But in spite of every precaution taken, the Committee 
noticed in scattered places a tendency, at times induced by the 
Sowcar's efforts, to conceal the real position regarding in· 
debtedness ; and the suspicion could not be got rid of that 
Kheduts, who were really indebted, held reticence on the 
subject either under the Sowcar's instigation or under a false 
sense of Izat. But it should be added that if some Kheduts 
here and there kept silent or understated the amount of 
their indebtedness out of a sense of prestige or for fear of 
losing credit and social status or some other reason, there were 
not wanting instances, in which Kheduts somewhat exagge
rated and overstated their debts, and that again perhaps at 
the Sowcar's instance, under false hopes of obtaining easy 
relief and redemption of debts, or from other equally inscru
table motives. 

The Committee took every pains to remove false hopes 
or undue fears, if any, entertained by the Khedut; and out 
of respect for his susceptibilities and in order to put him at 
his ease and in a communicative frame of mind, he was, as 
already stated above, approached individually and sepa
rately, and asked to state his debts confidentially and in 
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private, whenever that course was thought necessary. And 
it was hoped that the first careful and patient preparation of 
the statements of debts by the Thandars and the subsequent 
verification by the Committee of the debt-figures of each 
individual Khedut, had reduced the scope for error to a 
mmunum. 

Amount of 5. The Committee found as a result of these elaborate 
i nd"btedness 
found. investigations that out of about 23,000 individual holders, 

about 55 per cent. were free from debt, and the remaining 
45 per cent. or about 10,000 Kheduts paying an annual 
assessment of Rs. 12,75,000 were indebted to the huge amount 
of Rs. 51,41,000 approximately. 

One should not run away with the idea that the 55 per 
cent. Kheduts classed as debt-free were economically in a 
very wealthy and flourishing condition. Many of them were 
just able to pay their way and make two ends meet with 
difficulty, and the margin of saving being never great, two or 
more successive bad seasons would find them without anything 
left to fall back upon, and they were sure to be pushed over 
the brink, near which they constantly lived. 

No credit: No 6. Further, paradoxical as it might seem, the Committee 
debt. 

came across numerous cases of Kheduts being free from debt, 
not because they had no pressing need to borrow, but because 
they were so poor and their credit so low that no Sowcar would 
care to lend them any money. The truth of the dictum' debt 
follows credit ' has been often noticed. But the reverse 
proposition is not always true. On the contrary, lower and 
less credit only spells the imposition by the Sowcar of harsher 
and more usurious terms for his loans. But extreme poverty 
and total absence of credit, while they accentuate the need of 
borrowing, often result in freedom from debt, thus partially 
establishing the reverse dictum " no credit : no debt." This 
paradoxical phenomenon of Kheduts being free from debt, 
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because none would care to lend them, should further warn 
us against basing any general inference of economic wealth 
and prosperity on the fact of 55 per cent. of Kheduts being 
classed as debt-free. 

7. Of the 45 per cent. indebted Kheduts, about one-third 
were found to be indebted in sums not exceeding 2 years' 
annual assessment payable by them, and the rest were hope
lessly indebted, a fair proportion owing arrears exceeding 
10 and 15 years' assessment payable by them. 

Indebted-
ness compared 
to &ssessment. 

8. Although the original causes of debt in the first Re&l and ... 
. . sumed causes of 
mstance nught be the recurrence of bad seasons, the small i n d • b t • d-

margin of profit even in good years, undue expenditure on """· 
death, marriage and like occasions, there was little doubt, 
the Committee found, that the principal cause of the accumu-
lation of debts and the main obstacle in the way of the 
cultivator's regaining his economic freedom were the peculiarly 
usurious and oppressive methods pursued by the Sowcars. 

Again the factor of undue expenditure on social occasions 
was likely to be overestimated as an originating cause of debt. 
No doubt on occasions of Ghargharna, (i.e., remarriage), 
Ana ceremony, (i.e., sending or bringing, for the first time, 
a married girl to her husband's house from her parental home), 
etc., sometimes very large-too large-sums are spent by Kanbi 
Kheduts. But otherwise, the sums ordinarily spent on such 
occasions are by no means such as can be called excessive, 
taken by themselves, and considering the cultivator's status 
in society and the inflation of prices alround, i.e., at the 
time when the Committee first investigated. But the 
expenditure of even moderate sums may be regarded by some 
as improvident in one point of view, when one remembers, 
that their expenditure necessitates on the cultivator's part, 
the incurring of fresh loans, which he may be absolutely 
incapable of liquidating, owing to the burden of past 
obligations. 
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But if the expenditure of such small sums necessitates 
resort to the Sowcar, that is only further fresh proof of the fact 
that the cultivator's surplus of saving from past years is too 
small to enable him to meet even the calls of social obligations 
occurring only occasionally, and which do not entail any 
very great outlay. 

The facile assumption IS often made that the pressure of 
land assessment is responsible for the Khedut's borrowings 
in not a few cases ; but the greater incidence of indebtedness 
in the more lightly assessed l\la.hals like Daskroi and Talaja 
compared with the more highly assessed l\Iahals of Kimdla, 
Lilia, etc., militates against such a hast.y a priori assumption. 
The average assessment per Bigha for these four Mahals is 
Re. 1-2-0 for Daskroi, Re. 0-14-3 for Talaja, Re. 1-10-0 for 
Kundla and Rs. 2-1-4 for Lilia. But the ratio of indebtedness 
to assessment as found by the Committee varies inversely, 
i.e., the average debt per rupee of assessment is Rs. 8. 7, 7. 6, 2. 9 
and 3. 6 respectively for Daskroi, Talaja, Kundla and Lilia. 

These figures conclusively show that there is no correlation 
between debt and assessment. If that were so, the more 
highly assessed Mahals would show a greater amount of indebted
ness and those lightly assessed would be found to be indebted 
to a lesser extent. But such is not the case. The conclusion 
is inevitable that the alarming extent of agricultural indebted
ness is the result of the peculiarly grasping and extortionate 
methods of money-lending, of which the Khedut was the victim. 
This opinion is further reinforced, when one remembers, that the 
nucleus of the original ad vance in the majority of cases is seldom 
very large, and that the Sowcar's books show the borrowing 
Khedut in heavy arrears even after he has made large repay
ments on account from time to time, exceeding in many cases 
twice, thrice and four times the sum originally advanced. 
These heavy arrears shown as outstanding can only be attributed, 
as the Committee have found after examining numerous cases, 
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to the accumulation of interest, premium and numerous other 
varying charges, which the Sowcar's ingenuity sharpened by 
greed is so fertile in inventing. 

9. It would be too long to enumerate and describe here Sowrars' char. 

in detail the various artifices and unfair devices resorted to by ~~~';:";'~~· doali'~';; 
th S t · J f Jd h . . J J . and manipulue ow car, 0 lncrease Severa - 0 t e ong1na nuc eus ln as· tions of account~ 

short a time as possible. Besides the overt additions of interest;~~~.";;:'~?.~~":~ 
commission and other charges, the outstanding accounts were Volume. 

further ~ought to be swollen by the Sowcar's irregular 
and cryptic methods of account-keeping, and even worse, 
by his carelessness in acknowledging and giving credit for 
payments made on account. The Sowcar's various methods 
of dealings and the characteristic features of his system or 
rather no system of accounts have been noticed and commented 
upon at much greater length and in more elaborate fashion in 
the Evidence Volume, which summarises the more important 
of the statements of the large number of Sowcars examined 
by the Committee, and offers general remarks and, so to say, 
a running criticism on these statements. 

10. Only as occasion arises, reference will be made here 
to a few typical instances, though by no means always the worst, 
of the way in which the Sowcar seeks to victimize his illiterate, 
ignorant and debt-depressed Khedut customer. 

First, mention may be made of the fairly prevalent practice 
of what is known as the Savaya system. This system means 
that a loan of Rs. 100 taken either in the month of Jeth or Aspad 
or even Bhadarva or Asho, for sowing, weeding, and ot.her agri
cultural purposes, will have a quarter of that sum added to 
itself, by way of premium from the beginning and the aug
mented sum, viz., Rs. 125 mentioned in the bond as the actual 
advance, and the same made returnable in Magsar or Posh 
of the ensuing year. In other words the sum of Rs. I 00 will 
earn in the short space of 4 to 8 months, an interest of Rs. 25. 

Typical in-
~tances referred 
to. 
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In the result the rate of interest per cent. per annum will not be 
anything less than 37! to 75 per cent. 

One would perhaps think that all Kheduts would not be 
subjected to these usurious levies and the Sowcar would only 
vary the terms of his loan in proportion to the risk and uncer
tainty of recovery, making them harder in the case of the poorer 
cultivators, whose credit was low ; and it might further be 
supposed that only needy Kheduts would have to submit to 
any undue burden being imposed upon them to obtain a loan 
which they required. But contrary to expectation, the Com
mittee found that the former practice to lend money to good 
Kheduts on interest at easy rates of 8 to 12 annas per mensem 
had almost entirely disappeared, and even good solvent Kheduts, 
against whom the Sowcat had never had occasion to resort to 
a law court for the recovery of his money could not obtain a 
loan except on the Savaya system described above. 

II. But if even a good cultivator has to submit to these 
exacting levies in the matter of his loans, contracted for strictly 
agricultural purposes, the poorer cultivators, who naturally 
form the majority, fare still worse, and, in their case, the con
ditions of borrowing are still more exacting. For, besides 
adding as usual a quarter of the sum actually lent by way of 
premium, the Sowcar stipulates to receive from the borrowing 
cultivators, instead of a money payment, a fixed quantity of 
Kapas in the ensuing harvesting season. To take a concrete 
illustration, if Rs. 100 is advanced in Ashad or Bhadarva, 
Rs. J25 as stated above would be shown in the bond as the sum 
actually lent, and the. cultivator further binds himself to deliver, 
in the ensuing Kartak or ll'lagsar,a maund of Kapas for every 
Rs. 2 due, i.e., 62! maunds in all for the whole sum of Rs. 125. 
Further suppose that the cultivator fails to deliver wholly or 
partly the stipulated quantity of Kapas at the time agreed to, 
the result in most cases would be that the whole stipulated 
quantity of Kapas or the balance remaining due, as the case 
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may be, would be converted into its money value at the pre
vailing market-price, and a fresh bond passed for the same 
occasionally added to again by 25 per cent. For example, 
if in the case cited above, the borrowing cultivator is unable 
to deliver the whole of the 62! maunds of Kapas stipulated in 
the bond, and the prevailing market-rate at the time fixed for 
delivery is Rs. 8 per maund, which was too often the case 
in those years of boom price~. the cultivator will be called upon 
at the end of 4 or 8 months only to pass a fresh bond of Rs. 500 
representing the money-value of 62! maunds of Kapas. In 
other words the Sowcar will have the satisfaction of seeing 
the sum of Rs. 100 a.iginally advanced by him increased fivefold 
in 6 or 8 months only. 

These stipulations for delivery of cotton in lieu of money 
are naturally much commoner in such cotton-growing districts 
as Lilia, Gadhada and Botad. Indeed it was noticed that the 
greed for cotton of some of the Sowcars in Gadhada Mahal 
would not let them grant any loans unless the same were 
stipulated to be paid for by the borrowing Kheduts, by a 
fixed quantity of seed-cotton from the next produce, calculated 
at a rate of price 50 to 100 per cent.less than either the prevailing 
or prospective rate of price of Kapas. It should be added that 
in some cases these forward contracts for the sale of cotton are 
more or less speculative ; and the local agents of the Botad 
cotton-merchants egg on even those cultivators, who have no 
need to borrow to satisfy some immediate pressing domestic 
or agricultural want, to sell their cotton produce in advance ; 
and all they receive, is a small amount by way of earnest
money. It need hardly be added that the Khedut~' hopes 
of reaping any inordinate profits are seldom realized. For as 
remarked in the notes of Evidence for Gadhada Mahal," pitted 
against the knowing Sowcars fully in touch with the movement 
of cotton prices, the cultivator's chances of deriving any un
expected profits from such forward contracts are very small, 
while the risk of his losing the ad vantage of an unexpected 
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rise in prices is always present. As generally happens in sueh 
speculative transactions, the Khedut finds at the time of 
the harvest that he has oversold and is unable to deliver 
the stipulated quantity ; and the Sowcar obtains a bond for 
the difference in the agreed price and the prevailing market 
rate." 

12. Though the speculative desire to make an une:-..1Jected 
gain was sometimes the motive behind such forward transac
tions, oftener than not, it was the Khedut's urgent need for a 
small cash amount, that was exploited and the sole inducement 
for such forward sale of cotton was to be found in the small 
cash sum offered as earnest-money at the rate of a rupee or two 
per maund of the stipulated cotton, and which sum went to 
meet some pressing necessity, such as paying the labour
charges of weeding or cutting and gathering the ripe crops, 
picking cotton or other equally urgent agricultural operation. 
As remarked in this connection in the course of the Committee's 
Report, "too often the Sowcar makes his business of money
lending ancillary to securing in advance, at as cheap a price as 
possible, the expected cotton crop of the Khedut debtor; 
and the latter, when he is either oversold as he often is or the 
crop yield does not come up to expectation, has to pass a bond 
for the money-price of the undelivered quantity of Kapas 
at the prevailing rate." 

13. At times the Sowcar would not directly stipulate for 
repayment of loan by a fixed quantity of cotton, but the bond 
would include a time-clause and only failure to pay on the due 
date would entail liability to deliver the fixed quantity of · 
Kapas as stated above. But this penalty or Atak clause, as 
it is called, was generally most rigorously enforced, and when 
once the Atak Kapas became due, even by the prescribed 
period being exceeded, as it too often happened, by a clay or 
two only, the Sowcar gave no quarter but insisted on realizing 
his pound of flesh. This is none too strong language to apply 
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considering that the initial Savaya increase and the Atak 
clause combined often enabled the Sowcar to increase as shown 
above his original loan fivefold and more in six months and 
even less. 

The hardship worked by the prevalent practice of advanc
ing loans only on the stipulation of the same being repaid by 
Kapas at low rates often fifty per cent. lower than the market
rate was most forcibly brought home to the Committee in 
Tappa Patana of Botad, where while the general percentage 
of indebted Kheduts for the whole Tappa was less than 40 
and the average indebtedness per Khedut was Rs. 232, 
some villages where the pernicious practice of stipulating 
for delivery of Kapas in lieu of money payment prevailed, 
showed 85 per cent. of the Kheduts as indebted, and the figure 
of average debt returned was as high as Rs. 525. 

14. Again where the cotton-merchant also enjoys a 
monopoly of the money-lending business in a particular 
village, his position lends itself to double abuse. Not only is 
he able to secure in advance the produce of his Khedut cus
tomer, but his position as the village Sow car gives him an 
advantage over other buyers, if there be any, and he can gener
ally dictate his own terms and rates, and as might be easily 
imagined, the only limit to such dictation, where the parties 
are so unequally matched, is such sense of justice and modera
tion as the Sowcar might possess. 

Thus the Khedut's dependent condition often prevents 
him from realizing the best price for his produce, which he 
otherwise would in a free open market. But if it is not 
always true that the Khedut sells in the cheapest market, 
it is not too much to say that the Kheduts-especially the 
poorer illiterate Kheduts of a backward class like the Kolis
generally are seen to buy in the dearest market, and it should 
be remembered that the Khedut is usually a buyer and only 

Sow<'-ar's a.buse 
of his posit.ion 1111 
money-lender. 
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once or twice in the year, a seller. It was noticed especis.lly 
m the coastal areas that the poorer Kheduts made over to 

' their Sowcar almost the whole of the produce of the soil im-
mediately it was harvested, only keeping in reserve a scanty 
store of grain sufficient to last barely a month. The Khedut, 
no doubt, received credit for this in the Sowcar's books, but 
at a price, which was 25 to 30 per cent below the ruling market 
rate. But the contrary was the case, when the Khedut was 
the buyer and not the seller. For all articles of domestic 
necessity, which the Khedut buys, on credit, in small quantities, 
the Sowcar usually charged prices, which might be anything 
from 25 to 50 per cent. higher than the prevailing market-rate, 
and further, when at the end of 3 or 6 months, or very rarely 
a year, accounts were settled and a balance etruck, a substantial 
sum, by way of interest and premium, was added, and a fresh 
Khata drawn up for the whole amount. 

Even where the bond for the balance outstanding osten
sibly provided for interest at a rate of 12 to 18 per cent. on the 
occasion of renewal, 50 per cent. and more were often added by 
way of interest, and the increased amount shown as principal 
in the new bond, the exce8s above the prescribed rate of interest 
being efiectively concealed by fictitious credit and debit 
entries. 

Again the Committee observed that the Sowcar, in making 
up accounts and adding interest, usually made no deduction 
for interim payments on account, and interest was calculated 
on all the debit entries for the full period of one year, irres
pective of the difierent dates on which the borrowings may 
have been made. Some Sowcars entered the interest item 
in advanoe, simultaneously with the debit entry of the prin
cipal sum lent. The result was that when accounts were made 
up, at the end of the year, by adding up the debit entries, the 
interest items themselves also bore interest. In other words 
interest was added twice over. 
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In short, there is no end to the mischief wrought by the 
evil of the Sowcar combining .the dual functoin of merchant 
and money-lender. The Committee found that even where 
the Khedut sold his produce to a third party, he was obliged 
to pay to his Sowcar a commission at a fixed rate of one anna 
per each maund of Kapas and grain sold. Where the Sowcar 
himself was the buyer, he did not always pay cash for the 
produce received, but very often misappropriated the price 
of the produce delivered to the adjustment of old outstandings 
without the Khedut's consent, and the result was that even 
for his immediate needs, which the Khedut would have other
wise been able to finance from the price of his produce, he had 
to incur fresh debts paying heavy interest and premium charges. 

15. In Kadhara dealings, grain supplied in Shravan Kadhar• ••· 

or Bhadarva and returnable during the ensuing Diwali harvest piained. 

is subject to a 50 to 75 per cent. increase, and additional usual 
condition imposed being to commute an inferior and 
cheaper kind of grain like Juwar into the dearer Bajri or 
Bajri into wheat. This system becomes still more oppressive 
when the Kadhara dealings are practised on what is known 
as the Mol-Savaya basis. This means that where there is 
failure to deliver the stipulated quantity at the agreed time, 
the Kadhara bonds are liable to be renewed thrice in the year, 
i.e., at the times of the three harvests of Diwali, wheat and 
Chhasatia (irrigated Juwar crop raised in· summer), every 
occasion of renewal being utilized to commute the cheaper 
grain into a dearer kind and again to make the original quantity 
returnable by a quantity a quarter or half as much again, 
and occasionally even by double the quantity. 

Some Sowcars are observed to vary this Kadhara system 
in such a way that the quantity of corn advanced was first 
increased by 25 per cent., and the augmented quantity was 
converted into money at a rate of price 25 to 75per cent. higher 
than the prevailing rate. In other words, both the quantity 
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advanced and price are liable to increase, which inflicts a 
double loss on the borrowing cultivator. 

How the poor Khedut is victimized may be judged from 
the fact that the Committee came across instances of Sowcars 
being enabled by this vicious system of Kadhara to increase 
the original advance of corn 700 per cent. in five years, in spite 
of interim receipts on account equalling 125 per cent. of the 
original loan in the very first two years and 150 per cent. in the 
first four years. The Committee was, at first, at a loss to 
account for these huge additions. But it was ultimately 
discovered that what the Sowcar actually did was. to add 50 
to 100 per cent. to the quantity due for any year without first 
deducting therefrom, as he in all fairness should have done, 
the quantity delivered on account in that year. This accounts 
for the otherwise ine:~:plicable large increase of 700 per cent. 
referred to above. 

16. Jalap is only a variant of the forward cotton contract 
referred to a hove and is specially prevalent in the· coastal 
Mahal of Talaja. What is particularly reprehensible about 
these Jalap contracts is t-hat the indebted Khedut is induced 
to sell up his expected grain crops and occasionally also cotton, 
only a month or two, in advance of the harvesting season, 
not in return for any fresh cash advances, but only for credit 
given in adjustment of old outstanding accounts. Further 
the price allowed' is anything from 40 to 100 per cent. lower 
than the price, which the Khedut would have realized, had the 
Sowcar shown a little forbearance and postponed recovery of 
old debts bearing interest, for two or three months only. 
Instances were also met with, where the period separating the 
date of the Jalap contract and the time for harvesting the 
prospective crop sold in advance was barely 15 days. 

One can understand a Khedut selling up his crop before
hand for obtaining cash to meet some urgent agricultural need, 
but when he does so to pay an old debt outstanding from the 
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past, the suspwwn arises that such payment must be the 
result of either constant dunning or threat of recovering the 
debt by resort to court, or of execution of an existing decree, 
or again the payment might be the result of such subtle undue 
influence, as a creditor alone can exercise over a debtor, who 
is constantly in need of the services of the former and must 
maintain his credit and good faith at any cost. 

To call a transaction of this nature, a regular contract 
of sale is rather a misnomer. This is merely the case of a 
Khedut parting with his crop under pressure, the strength of 
which can readily be imagined where the mutual relation is 
of debtor and creditor. 

17. Where a Sow car holds a decretal debt, he often 
succeeds, by merely flourishing the threat of execution, in 
making recoveries, which further are, against the ell.-press 
wish of the debtor Khedut, not credited under the decree, 
but credited towards other ordinary Khata debts, which thus 
get paid off without the Sowcar undergoing the trouble and 
expense of suing in a court of law. This is little short of 
misappropriation. It need not be pointed out that the debtor 
Khedut would naturally be anxious to first pay off a decretal 
debt and stave off execution and not a simple bond-debt. 

Abuse of Court 
Processes. 

18. The Committee observed in places that originally In d • b 1 • d 
Kheduts evicted 

good and solvent Kheduts, when they found themselves l<om thei< hold· 
. . . . mge or redu(:cd 
mvolved in indebtedness beyond a certam linut and had to pooition of 

little hope of saving themselves from the gulf yawning before "'
1
'· 

them, became desperate and developed a tendency to be 
contumacious. This destroyed their credit and capacity for 
further borrowing ; and ultimately they were even driven out 
of their land ; or if they continued to occupy and till the 
land, they did so for their master, the Sow car. Of course 
such extreme cases were rare ; and even where they occurred, 
they were not likely soon to come to the notice of the Dar bar; 
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for these would be tantamount to collusion between the nominal 
Khedut-holder and his Sowcar, as there is always present 
the risk of the Darbar resuming any Khata-land, which 
is the subject of an illegal and unauthorised lease or 
mortgage. 

The restricted right of leasing granted in recent years 
to the Darbari registered Khatedars was intended to meet 
only the hard case of a poor cultivator, who had not the 
wherewithal to carry on agriculture and was therefore to be 
allowed to Jet his holding for a limited number of years, thus 
enabling him in the interval to improve his economic condition 
and resume agriculture on his own. But it was noticed that 
taking advantage of this right of leasing the Sowcar got the 
Khata-Jand transferred to him in payment towards old 
debts, and the evicted Khatedar was obliged to emigrate 
outside. Surely it was never in contemplation that the facility 
of leasing afforded for quite a different purpose would be thus 
exploited by the Sowcar to recover his old outstandings, even 
to the extent of ousting the Khatedar and driving him to a 
distant place to earn his livelihood. It need not be pointed 
out that if the leasing of land was allowed to flouri~h unchecked, 
there was some risk that in course of time many holdings would 
come to be occupied by non-agricultural classes, whose sole 
interest in the land would be to obtain as much rent as possible 
from the lessees. But tlus is only by the way. 

Sowoars in. 19. The books of the Sowcars are so malupulated and 
duoed to expoee th JJ J ] . . 
''"" D&ture of ere are so many co atera ora agreements, not mcluded m the 
their dealings "tt t t th t "t t · "bJ t t t th under promiee of wn en con rae , a 1 was nex to 1mposs1 e o ex rae e 
privilege. real truth regarding the nucleus of the original advance and 

the subsequent accumulations of interest, commission, etc. 
Still if the Committee have been able to find out the truth in 
the majority of the cases examined, it was only as a result of a 
preliminary order passed by the Darbar to the effect that all 

· commurlica tions made to the Committee and a 11 ~tatements 
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prepared and dep•Jsitions taken by it, would be treated as 
confidential and privileged, and the same would not be admis
sible as evidence in legal proceedings. It is certain that without 
this promise of secrecy and a preliminary assurance that the 
Sowcars' statements were to be considered as without prejudice 
to any legal proceedings pending at the time or that might 
be instituted in future, it would have been well-nigh impossible 
to elicit from the different Sowcars the verv valuable . , 
and, considering the very delicate nature of the subject and the 
Sowcars' interest in concealment, on the whole, full, fair and 
candid information, which they have supplied to the Committee 
regarding their methods of dealings with the Kheduts and of 
keeping accounts. 

20. At times duplicate Khatas or Khatas for double To<tuous and 

I II d h b b . d b h S triC'ky methodR t 1e amount are a ege to ave een o tame y t e • owcar of aecount·keep. 

th t t t . J tJ · t l iug •e<O<ted to as a mere rea o ensure 1me y recovery, 1e pn va .e ora by so wears to 

understandinct being that the fictitious bond or the bond for .,tifi<·iully swell 
b amount of nrJrnJ-

the augmented amount was not to be enforced and any payments nul out.<tandings. 

made on account would be given credit for double the amount. 
But the only security the Khedut had against the Sowcar 
enforcing the fictitious claim in Court, was the latter's oral 
word, which had no legal force and about whose moral value 
the less said the better. In fact the Committee came across 
instances of such fictitious duplicate claims being actually 
decreed and even recovered under pressure of execution. 

In brief the Committee saw that some Sowcars had almost 
systematized the art of cooking accounts and making false and 
fraudulent entries. To minimize the large additions of premium 
and interest, they were falsely described as fresh cash ad,·ances 
or mixed up with items of interest and premium. Heneweu 
bonds often purported to represent new loans and, to make 
the fakement of a new cash loan seem more plausible, the 
Sowcar resorted to the artistic device of separating the old 
and the renewed bonds by an interval of a few days. In the 
Evidence Volume have been included, even at the risk of some 
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repetition, instances of dealings of the same type, such as 
duplication of Khatas, entering in the bond double the amount 
due, misdescription of outstanding balances as fresh cash loans, 
etc., as otherwise it was not possible to convey an adequate 
idea of the general prevalence of the wrongful practice~. 

What made these practices more reprehensible was that no 
uniform method of making fraudulent increases was observed, 
but each Sowcar had his own method and the same Sowcar 
also varied the method on different occasions and in respect 
of different Khedut debtors. The result was that from the 
mere accounts, which gave no trace of such increases and 
additions, the nucleus of the actual original advance could 
never be determined, and for doing so, one had only the 
oral uncorroborated testimony of the Sowcar to go upon. 
Of course, it goes without saying that even those Sowcars, 
who had the frankness and candour, under a promise of secrecy 
and privilege, to lay bare the real nature of their transactions 
before the Committee, would be altogether unwilling to do so 
in a court of law and thus discredit themselves and their 
account-books for all time. l\Iatters would be further compli
cated as they often are, when either the Sowcar, who originally 
dealt with the Khedut and wrote up the accounts or the latter 
or both had died, and the question of separating the actual 
nucleus of advance from interest additions and other fraudulent 
increases, made in the first instance merely as a threat to 
ensure timely recovery, was in issue between the Sowcar's heirs 
and the Khedut or his heirs, and there was not available eYen 
the questionable guidance of the memory of either of the 
original parties for arriving at a correct decision. 

Mention should also be made here of Sowcars keeping 
more than one bond-book relating to the same period, 
and it frequently happened that bonds passed by 
the same person and in the same year were entered in 
different books. The plausible excuse advanced for haYing 
separate Khata-books was that while one was detained in 
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court, the other book might be a handy convenience. But 
this explanation could not hold water, when the books 
showed two Khatas passed by the same party and bearing 
the same date and the suspicion of duplication of Khatas 
could not be avoided. But apart from the scope for 
deliberate fraud given by tlus practice of having more than 
one Khata-book, this loose method of entering Khatas relating 
to the same person was also not unlikely to lead to the un
conscious victimization of the Kheduts, who have the misfortune 
to deal with such a Sowcar. After a lapse of a few years, 
even the Sowcar himself would not be able to tell without a 
laborious search among his books, the exact amount in which 
a particular Khedut was indebted to him on a particular 
date. Further when a Khedut made payment on account 
in a particular Khata, there was some risk of the same being 
credited in some other Khata, which was time-barred or very 
near being time-barred. 

The Sowcar was not seen to be regular in keeping accounts, 
enn when he was a mortgage transferee of fruit-trees like 
mangoes, though such a contractual relationship imposes a 
statutary obligation for good management and rendering of 
accounts. The sums obtained by the sales of the yearly 
fruit-produce were never credited at the bottom of the mortgage
deeds, nor in one place in one book, but the credit-entries 
were found scattered in more than one book. It was observed 
by the Comnuttee that a creditor, who had obtained a mortgage 
transfer of fruit-trees, was always reluctant to restore them 
to the owner and, under one pretext or another managed to 
retain their possession for an indefinite period of time. In 
many villages, the Khedut had been practically dispossessed 
for all time of the mango trees, which their labour and care 
had helped to rear up. This shows how opportune is the 
enactment of the new rules relating to trees, which prohibits 
the transfer by mortgage or sale of trees standing on Khata
lands. 
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21. The irregularities and the deliberate manipulations 
in the account-books suggested, in the Committee's view, 
the necessity of imposing on the Sowcars some standard 
method of keeping accounts, which would prevent the 
multiplication of books for the same year or period of years, 
and the entering of Khatas relating to the same debtor 
Khedut in different books. Where no journal was kept, and 
accounts of dealings were shown in a large book of Khatas 
only, there was little need to split up the transactions with a 
particular Khedut, under different Khatas, but should as far 
as possible be shown at one place only. But if the Darbar 
had so far refrained from undertaking legislation prescribing 
a standard method of account-keeping, it was not because they 
underrated the necessity of such legislation, but it was only 
due to a recognition of the practical difficulties involved in 
enforcing such legislation even when passed. 

22. It was obvious that once the Khedut was entangled 
in dealings of this nature, he would continue to be indebted 
to his Sowcar for all time. That this is by no means an exaggerat
ed and overdrawn picture will be evident from the numerous 
instances of money transactions of this nature recorded in the 
depositions of the Sowcars themselves supported by entries 
from their books. The Sowcars' statements are summarised 
and reviewed in the Evidence Volume already referred to before. 

23. Nor should it be supposed that transactions of this 
nature are exceptional or isolated. They rather seem to form 
the rule. The whole atmosphere is so demoralized by the 
prevalent grasping methods of money-lending, that even where 
the cultivators lend and borrow inter se as they often do, the 
terms they impose on one another are hardly less exacting. 

One did occasionally come across instances of a Sowcar 
here and there, who was fair in this dealings with the Kheduts. 
But these were so rare and isolated, as only to emphasize the 
generai sombreness of the picture. But even granting that 
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it would be wrong to lump all Sowcars together, it is an indubi
table fact that by far the larger majority are given to usurious 
practices and if they differ at all, they do so only in the degree 
of usury practised. As remarked in the course of the 
Committee's Report, " at one end, there are a few, perhaps a 
very few Sowcars, who are content with a moderate return on 
their advances, while at the other end, there are those who are 
most grasping and usurious and squeeze the Khedut at every 
possible turn, practically reducing him to the condition of a 
landless labourer, tilling the soil for the benefit of his master, 
the Sowcar. Between these two classes, there are all kinds of 
Sowcars, who practise usury and extortion in varying degrees. 

Where the majority of Kheduts are involved in monetary 
transactions of this nature, there is small chance of their ever 
achieving redemption unaided. In their present circumstances, 
the only means wherewith they can hope to pay off the arrears 
of past debts is the narrow margin of profit left to the Kheduts. 
What is this margin? In ordinary years, the average net produce 
of a moderately sized holding after paying the State demand.and 
defraying the cost of cultivation, is just sufficient to support 
the cultivator's family; and any balance of saving it may leave 
behind, if at all, is never very great-certainly not worth much 
more than a sum equal to the annual assessment of that holding. 
Of course in exceptionally good bumper years, when the prices 
of the agricultural produce are also ruling high, the net balance 
of saving, one may grant, would be much greater. But such 
years are few and far between, judging from the experience of 
the last one or two decades ; and as a set-off against such 
exceptionally good years, one has to reckon with the frequently 
recurring seasons of short or abnormal rains. 

24 So all things considered one would not be far Net profits o! 
· ' . . . . agncu1ture. 

wrong, in estimating the average normal net gam of an mdlVIdual 
Khedut at a sum equal to the yearly assessment payable by 
him to the State. If that be taken as a fairly correct estimate, 
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it will be at once seen that the cultivator already indebted in a 
sum several times larger than the amount of the annual assess
ment of his holding, and further faced with the ever-recurring 
necessity of making fresh borrowings, is not only not in a position 
to aehieve his redemption unaided, but has also his labour and 
what little surplus wealth he may be able to produce, per
manently mortgaged to the Sowcar. The Khedut's unaided 
exertion to free himself from indebtedness may, therefore, 
be not inaptly compared to' the hellish torments of Seisiphus, 
who no sooner had rolled up his burden to the top of the hill, 
than it fell down upon his devoted head with redoubled violence. 

Kbedut's pat. 25. The Committee came across pathetic instances of 
~ctt.ic but futile . . · 
do.ts to redeem Kheduts trymg to seek relief from the pressure of mdebtedness 
• •debted condi· b . . h h . II h h J d f th J •ion. y partmg w1t t eu a -t e w o e pro nee o e year as a so 

their agricultural stock such as bullocks, carts, etc., which are 
expressly exempted even from attachment for decretal debts. 
One Sowear was noticed to have received in the course of a 
single year, from five Khedut constituents of his, some 18 

bullocks both young and fully-grown, 2 buffaloes and one 
cart besides large quantity of Juwar, Bajro, etc. Even where 
the Kheduts in their anxiety to be riel once for all of the burden 
of old debts hanging round their necks like a millstone had made 
such Herculean efforts practially reducing themselves to the 
condition of landless labourers, they still failed in completely 
extricating themselves from the clutches of the Sowcars, whose 
books continued to show them as still owing arrears. It was 
noticed that even the grasping Sowcar was at times moved to 
generosity and occasionally wrote off a portion of the balance 
remaining due, by way of grace as he said. But such magnani
mity coming on the top of all such oppressive realization as 
detailed above, did not always seem spontaneous and could 
only be attributed to the Khedut's incapacity to pay any more
the last drop of blood having already been drained from him, 
including even his livestock of bullocks so necessary for cultiva
tion. One almost wishes that some means could be devised to 
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prevent the private transfer of such agricultural stock, even 
as it has been deemed necessary to exempt them from attach
ment by a court, or the purpose of such exemption, viz., to 
ensure to the cultivators the undisturbed possession of their 
agricultural stock, would be defeated. But again the difficul
ties of enforcing such preventive legislative measures, even 
when enacted, seem almost insuperable. 

SECTION II. 

(1) Committee's Findings and Recommendations. 

(2) Relief Measures adopted. 

26. Altogether the Committee concluded, that unless Ucoent •eed 
of relief to pre-

outside help and relief were brought in good time to the Khedut ventwocseeon;e. 
. . quences. 

already heavily mdebted and almost insolvent, he seemed 
doomed, if not to extinction, at least to a whole life of what 
would practically amount to eeonomie serfdom. 

The Chairman, in his minute submitted to the Council, 
admirably summed up the whole position, as follows :-

" Every profession needs capital, and so I do not 
think, a little indebtedness always argues an alarmingly 
poor economic condition; hut where a Khedut's condition 
on examination discloses a debt, of which the amount 
is always piling up and hence will he finally incapable 
of repayment, and, further, the transactions show intoler
ably usurious rates of interest, and frequent additions 
of premium, and other charges, such as Paghacli, etc., 
the legitimate inference is that a chronic disease has crept 
in, and if the same is not carefully diagnosed and promptly 
treated, it will, doubtless, become the cause of the economic 
ruination of the indebted Khedut." 
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In the same minute in describing the Khedut's reaction 
to the vicious economic system, of which he was the victim, 
the Chairman further remarks that "fortunately our Kheduts 
are meek and gentle. Had they anything of the martial 
spirit in them, they would have become mutinous long before. 
However, it would be no matter for surprise if things tended 
in that direction sooner or later, should there be failure to 
take timely remedial measures." 

'\11en Sir Prabhashanker D. Pattani, the President of 
the Council, was fully apprised of the alarming economic 
condition of the peasantry revealed by the Committee's inquiry, 
he got thoroughly roused and, with his characteristic imagina
tion and sympathy and wide knowledge of affairs, at once 
realized that unless grave agrarian trouble was to be risked 
in the near future, it was imperative to take immediate remedial 
measures to restore economic health to the debt-depressed 
and all but insolvent Khedut. 

27. One such remedial measure adopted was the passing 
of a Khedut Protection Act intended to afford the indebted 
Khedut relief both in regard to past usurious transactions 
and protection against their victimization in future. The 
Act is embodied herewith as Appendix III. 

A further justification for such exceptional legislation, 
if one was needed, was provided by the fact that the Civil 
Courts, working under the ordinary law and procedure, were 
unable to give any relief to the oppressed Kheduts even in 
cases of extreme hardship, where there was a manifest suspicion 
of the Sowcar having taken undue advantage of the Khedut's 
indebted condition. The Sowcar being familiar with the practice 
and procedure of the Court, took care to so manipulate his 
books of accounts and obtain from the Khedut only signed and 
attested bonds, so perfect and flawless in a legal technical view, 
that the Court had no alternative left but to decree the amount 
sued for, unless it was to disregard and trample under foot the 
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sanctity of the written contract, on which civilized society 
mainly functions. The execution proceedings also worked no 
little hardship and oppression, and often when the decree re
presented a small sum, the expenses of the proceedings, regular 
and legal as also irregular and unacknowledged amounted to a 
sum as large as the one decreed. For whether the decree was 
for a large or small sum, the whole of the judgment debtor's 
standing crops in a field would have to be attached in execution 
of the decree, and a Chowkidar at the debtor's expense employed 
to watch over the crops, until the same matured and were cut 
and gathered. The ordinary machinery of the law was found 
to be totally inadequate to protect the Khedut, and indeed to be 
helping in his further exploitation and spoliation. 

28. This Act is largely modelled on the DeccanAgricultur- Me<e legiela-
ttve measure 

ists' Relief Act. Like its prototype, the Act invests the Court with inadequate to 
. meet situation. 

powers, to open up the accounts of transactwns from the com-
mencement and to ascertain and award the sum really due on 
account of principal and interest at a rate not exceeding 12 
per cent. It also embodies the salutary rule of Dam-dupat. 
Such an enactment was overdue, there being no other course 
left open where the more advanced classes are found to exploit 
the poor as they have been seen to do here. Agreeing with 
the necessity of passing a law the Chairman of the Inquiry 
Committ3e remarked that even in advanced countries like 
England, Acts have been passed with a view to regulate 
the rates of interest not only for Kheduts but for all classes of 
the people. Sir Prabhashanker, however, felt that the disease 
would not disappear merely by enacting a new law. The 
following nmarks of the Chairman of the Committee are 
interesting :-

" The whole question is very complicated. The 
financial relations of the lender and borrower-a very 
delicate matter ~!ways-are involved therein. Kheduts 
do need the help of money-lenders every now and then. 



Debt redemp
tion a necessary 
preliminary. 

26 COMMITTEE'S FINDINGS AND RECOMMENDATIONS. 

The money-lender is a vital and indispensable factor ml 

the village-economy and the Darbar cannot replace1 

him. In this dilemma, I believe, the best course would 
be to take such steps as are indicated by the needs of the 
situation, ultimately with a view to restore both parties 
to their former position of mutual trust and service with
out exploitation on the one side and victimization on the 
other. 1\Ioreover, we cannot connive at the practices 
brought to light during the Committee·s inquiry. If that 
be allowed, the condition of the Khedut would soon 
worsen and economic ruin overtake the whole class, which 
would again react on the money-lenders themselves 
and involve them in heavy losses." 

This was fully realized by the merchants or at least by the 
better and more far-seeing section of them, and they even saw 
and acknowledged the necessity of some restrictive legislation, 
which would stop the present unchecked exploitation of the 
Khedut classes. 

29. At the same time all agreed that legislation was at 
best merely a negative help, which was not adequate to meet 
the requirements of the case. As is well-known, the Deccan 
Agriculturists' Relief Act has failed to bring the needed relief 
to the Khedut class, at least not to the extent anticipated, and 
naturally there was an obvious limit to the good that could be 
achieved by a mere legislative measure, howsoever, well
intentioned and carefully elaborated such a measure might be. 
Nor would it be enough, the Chairman felt, to improve the 
economic condition of the poorer Kheduts and afford them 
facilities to obtain necessary finance with greater ease in the 
future. The Chairman finally clinched the matter by saying 
that " all these measures should be preceded by liquidation 
of their past. debts." So the Bhavnagar Darbar along with 
the Khedut Protection Act simultaneously sanctioned a Debt 
Redemption Scheme, which would help wipe off at one stroke 
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all the outstanding debts of the Khedut and enable him to 
write on a clean slate once again. 

30. This Scheme is published herewith as Appendix IV. Liquidation 
scheme describ. 

This was a scheme depending for its success upon the ed. 

voluntary co-operation of the Sowcars and the Kheduts ; 
and rule 1 of the Scheme provided that the Scheme would be 
applied in a big compact area, such as a Mahal or Tappa, where 
a majority of both the cultivators and Sowcars were prepared 
to settle up their accounts according to the terms and condi
tions laid down in the Scheme. Further, the scope of the 
Scheme covered all the customers of the same creditor and all 
the creditors of the same debtor. Again, as the redemption 
loan was to be advanced by the Darbar on behalf of the 
indebted Khedut and then recovered from him, though of 
course by easy instalments, the amount of such loan had 
necessarily to be limited according to the capacity and solvency 
of the Khedut concerned. 

So according to the Scheme, the amount paid in composi
tion was to be governed by a twofold limitation, viz. :-

(1) It should not exceed a sum equal to three times 
the annual amount of assessment payable by the debtor 
Khatedar. 

(2) The total amount paid on account of a particular 
Tappa should not exceed four annas (ith) of the total 
nominal outstanding debts of the Kheduts of that Tappa. 
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SECTION III. 

Application of the Debt Liquidation Scheme. 

31. The first to take advantage of the Redemption 
Scheme were the Kheduts and Sowcars of Panchtalavda Tappa 
under Lilia J\Iahal. Earlier than that, the Gadhada Sowcars 
were approached to aceept settlement of their outstanding 
accounts with the Kheduts. But the attempt proved abortive, 
owing to the obstinacy and short-sightedne~s of the Sowcars, 
which pre\·ented them from seeing that they would be enabled 
by such settlement to reco\·er in cash and at one stroke far 
more than they could, if left to their own devices, hope to 
collect in a number of years from their Khedut customers, 
suffering from chronic indebtedness. 

If the Panchtahwda Sowcars were more amenable, it was 
mainly owing to the persuasi\·e effort~ of Seth Permanand 
Hakani, a local Bania gentleman, who is both an agriculturist 
and a merchant, and who had considerable influence both with 
the Khedut and Sowcar classes. J\Ir. Hakani made the 
Sowcars realize the ad\·antage~ offered by the Redemption 
Scheme ; and the Khedut classes of course were only too eager 
to ha\·e the opportunity of achie\-:ing their econmnic freedom 
by ha\·ing the crushing burden of old debts removed once for 
all. So a Committee was constituted consisting of two 
members, one drafted from the Judiciary and the other being 
a Revenue Officer of the rank of Vahivatdar. They were 
assisted by a staff of expe1t accountants. This Committee 
commenced examining the accounts of Sowcars in Panch
talavda in April 1930. Before the Committee finished 
Panchtalavda the Sowcars and Kheduts of the two remaining 
Tappas of Lilia J\Iahal came forward to have the Scheme 
ell."iended to them. 

Of course the examination of the complicated and oftener 
than not manipulated accounts of the Sowcar was laborious 
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and exhausting work, and progress in the beginning was 
necessarily slow. But with growing experience and familiarity 
with the nature of the work, the Committee felt its way more 
confidently and the pace of work quickened. The result was 
that while the Panchtalavda Tappa alone took the Committee 
five to six months to finish, the other two Tappas of Lilia 
l\Iahal were tackled in the comparatively shorter period of 
three to four months each. In Lilia l\Iahal alone, the 
Bhavnal.{ar Darbar paid out to the creditors Rs. 2,63,777 in 
composition of their nominal debts of Rs. 9,98,384. 

32. When the Lilia Sowcars accepting the Scheme were 
seen to receive in cash such large amounts, the distmst with 
which the Liquidation Scheme was first regarded began to 
disappear, and the Sowcars of other 1\Iahals also began to 
appreciate the undoubted benefits of the Scheme. And so 
while the Committee was still engaged in Lilia l\Iahal, applica
tions were received for extension of the Scheme to Umrala 
)Iahal. To cope with this increasing demand, the original 
one Committee was increased to three, and more member~ 
from the J udical and He venue Departments were drafted 
for their constitution. Before Umrala :Mahal was finished, 
the adjoinin~ Gadhada l\Iahal, whose Sowcars fil'st obstinately 
l'esisted the offer of amicable settlement, came into line, and 
the Committees released from Umrala l\Iahal were moved to 
Gadhada, and before the end of October 1932 the whole of 
Umrala and Gadhada l\Iahals were accounted for. 

Two of the Committees then moved to Kundla l\Iahal and 
the third to l\Iahuva l\Iahal. At first only a limited number 
of Tappas of these two big l\Iahals asked for the application 
of the Scheme. But as the work progressed and large cash 
amounts were seen, being disbursed by the Darbar to the 
Sowcars in settlement of their old claims, all the other Tappas 
of these big l\Iahals asked for the extension of the Scheme. 
It was felt by the Darbar that any delay in settlement of the 

Sc-heme f'X· 

t£>nded to other 
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debts after the Sowcars had once shown their willingness, 
might cause hardship to both the creditor and debtor classes, 
and further swell the amounts of nominal indebtednes~, 

ultimately making it necessary to advance a correspondingly 
larger sum in liquidation. So the three Committees were 
again multiplied to six in October 1932, and this further 
accelerated the pace at which the work was progressing. By 
the end of October 1933, the whole of the two big Mahals of 
Kundla and Mahuva respectively comprising 7 and 5 Tappas, 
and also Bot ad Mahal consisting of 3 Ta ppas, were disposed 
of. By this time, Mahals Victor and Talaja had fallen into 
line, and the last to follow were the Mahals of Daskroi and 
Sihor. The two Committees sent to Victor l\Iahal finished 
their work in about three months. And the two Committees 
working in Talaja l\Iahal accounted for its four Tappas in the 
course of six and a half months. The four Committees released 
from l\Iahals Victor and Talaja concentrated in Daskroi Mahal 
and its four Tappas were tackled in about five months. The 
work in Shihor Mahal was entrusted to the two Committees, 
who were last engaged in Botad Mahal. The three Tappas of 
Shihor Mahal were done by these two Committees in the 
course of six months. 

Thus the operations of the Scheme, which commenced 
in April 1930 in Panchtalavda Tappa, were concluded in 
1\larch 1934. The total period thus occupied comes to three 
years and eleven months. It should, however, be added that 
by far the greater part of the State-in fact 20 out of 37 Tappas 
-was tackled in the course of the last 12 or 14 months only, 
that is since the time when all the six Committees began 
working in full swing. 

Tabular stat~· 33. Two comprehensive Statements are attached here-
ments summa.riz- . , 
ing .... _uits o! With as Appendwes I and II, showing by Mahals, assessment, 
Com nut tees d b f t [ . d" . J h . d 
findings. area an num er o to a m tVIdua olders, the numbers an 

percentage of debt-free and indebted holders, the nominal 
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debts shown as outstanding in the Sowcar's books, the 
amount actually paid in composition, etc., etc. It will be 
seen that out of a total number of 27,898 individual holders, 
15,405 or nearly 55 per cent. have been classed as free from 
debt and the rest, i.e., 12,493 or 45 per cent. have been found 
to be indebted. Among the Khatedars classed as debt-free, 
are also included about 1,560 to whom the benefit of the 
Redemption Scheme could not be extended either becau~e 
they carried on trade or other business in addition to agricul
ture, and if these are omitted, the number of debt-free Kheduts 
would be decreased and the percentage of indebted Kheduts 
would correspondingly go up. 

34. The total amount of nominal agricultural indebted
ness as shown in the Sowcars' books comes to Rs. 86,38,874. 
Both the number of individual holders and the amount of 
nominal indebtedness show an increase over the figures of the 
original Debt Inquiry Committee. This is, in the main, 
explained by the varying interval of 4 to 8 years, that elapsed 
between the time when the figures for the first Committee 
were collected and the time when the liquidation scheme came 
to be applied at differing periods in the different :Mahals. In 
the fairly long interval separating the first inquiry in a parti
cular Maha.l and the actual application to it of the Redemption 
Scheme, there must have been n<tturally some splitting up 
of old Khatas, or on the demise of the ancestral holder, the 
subdivision of the Kahta land among the male holders while 
the holding continued to be nominally joint. This accounts 
for the increase of Peta-Khatedars or individual holders 
to 27,898 against 22,413 returned by the first Committee. 

Similarly the huge outstandings bearing usurious rates of 
interest and further liable, on renewal of the bond, to increases 
of 25 to 100 per cent. and more, must naturally tend to swell 
the balance outstanding. There may have been occasional 
repayments here and there, which should have, one would 
expect, gone to reduce the arrears, But the intervening years, 

Dillcl'epn.ncy 
botween fi~ureK 
of the present 
Committees and 
tlm~<e of the ori
ginal Committee 
explained. 
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though generally not much below normal, were not also bumper 
yea1s; and further the margin from which the indebted Khedut 
conld make repayments in the last few years, was considerably 
diminished by the precipitate and continued decline in the 
prices of agricultural produce. No wonder, therefore, that 
while the first Committee returned the total debt figure of 
the Kheduts at Rs. 51,41,418, the investigation of the Re
demption Committees undertaken after a lapse of years should 
have shown the amount of indebtedness to be Rs. 86,38,874. 

In other words there was an increase of more than 50 per 
cent. But besides the time factor accounting for the largest 
part of the increase in the total amount of nominal indebtedness, 
a portion of the augmented figure must also be attributed to 
the tendency displayed by some Kheduts at the time of the 
original inquiry to conceal the real position regarding indebted
ness, either, as stated before, for reasons of prestige or for fear 
of losing credit or it may be at the instigation of the Sowcar. 
But the motive for concealment ceased to be operative when 
it came to actual composition and settlement of the debts. 
Indeed the creditor Sowcar was most interested in notifying 
all his outstanding claims, as it was an essential condition of 
the Scheme, when one~ it came to be applied, that all debts 
prior to the date of liquidation were to be considered to have 
been fully paid up and discharged and all civil remedies in 
respect of such debts were expressly barred. Were this not 
so, the Scheme would obviously fail of its purpose, which was 
nothing less than wholesale redemption covering all the Khedut 
constituents of every creditor and all the creditors of the 
indebted Khedut. 

Conjeo t ural 35. By the way, this variation shown between the figures 
estunates of ex- . 
tent of ;ndebted. of debt when It comes to actual settlement and the figures of 
u.eae not reliable. h 1~_: • • • • 

t e prellllllnary mqmry, a vanatwn of nearly 50 per cent., 
should serve as a warning against making any conjectural 
estimate, as sometimes it is seen being done, of the extent of 
rural indebtedness, especially if such estimate is later to be 
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made the basis of a liquidation Scheme. It is no doubt a 
laborious piece of work to collect the figures of rural indebted
ness; but the labour is worth taking if reliable data are to be 
made available. 

36. The nominal indebtedness of Rs. 86,38,874 divided In de btod. 
· a· ·a 1 h ld f h S . ne,. consido"'' among 27,898 rn lVl ua o ers o t e tate g1ves an average in relation to 

debt figure of Rs. 309 per individual holder. The ratio of ••sessment, etc. 

indebtedness to land assessment, which is Rs. 26,56,554 for 
the whole State is about 3 to l. But if debt-free Kheduts 
are omitted, it is observed that 12,493 Kheduts paying an annual 
assessment of Rs. 13,79,696 owe a total debt of Rs. 86,38,874, 

and the average debt per each indebted Khedut works out to 
Rs. 691-7-ll and the indebtedness per rupee of assessment 
payable by each indebted Khedut is Rs. 6-4-2. These average 
figures, of course, vary for different Mahals, and the pheno-
menon of the more lightly assessed Mahals showing greater 
intensity of indebtedness, which was noticed by the first 
Committee and has been referred to before, was also revealed 
in the course of the investigations of the Debt Redemption 
Committee. 

Further the extent and intensity of indebtedness will be 
better appreciated, when one remembers that out of 44.8 per 
cent. of Kheduts classed as indebted, only 7 per cent. owe sums 
not exceeding 2 years' assessment, while the rest are indebted 
in amounts exceeding 3, 5 and 10 times and even more the 
assessment payable by them. The percentage of the latter 
is as great as 37. 8. 

Redemption loan compared to assessment payable by the 
indebted Kheduts comes to Re. l-8-0 per rupee of assessment ; 
and the loan debt distributed over the area occupied by the 
indebted Kheduts works out toRs. 2-2-1 per Bigha. 

37. It was not without some feeling of nervousness that w h 01 • sale 
the Bhavnagar Darbar embarked upon this unique enterprise, Hqwdation • uruque experi-
which was nothing less than a total and complete redemption ment. 
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of the whole agricultural class, involving the advance, as now 
seen, of the huge amount of Rs. 20,59,473 in composition. 

The heavy indebtedness of the agricultural classes is a 
chronic malady of ahnost universal prevalence in India, and 
various palliative and tentative measures have been suggested 
or applied to lighten the burden of the indebted Khedut and 
improve his financial condition. But the present wholesale 
experiment of total and complete redemption is unique and 
uncommon, and the enterprise on such a large scale is no doubt 
attended with some risk. But the risk, the Bhavnagar Darbar 
were convinced, was worth taking. 

Bunlen of old 38. It is an axiomatic truth that no industry can thrive 
~:~~ :;';b;~t':,~; without proper financing, and aa agriculture is the largest 
in hia work. industry in the country, its financing should be the first care 
finally resulting 
in poor and in- of everyone interested in village uplift. But no Scheme of 
different agricul-
ture. agricultural financing can be complete, which fails to envisage 

the problem of old debts, which bear usurious rates of interest
anything from 10 to 300 per cent. and even more as found by 
the Banking Inquiry Committee. While this dead-weight 
bangs like a mill-stone round the Khedut's neck, it is impossible 
he can have any interest in his work, and if he were less fataliRtic 
and conservative than he is, he would not have been able to 
carry on as he has up till now. But if he has carried on, it is 
only as a listless and indifferent cultivator, who has no heart 
in his business. 

As a newspaper writer, analysing the Khedut's reaction 
to indebtedness, says:-

" Agriculture suffers because, after all the human 
factor cannot be regarded as negligible and we cannot 
expect much from the ·labour and enthusiasm of an agri
culturist round whose neck hangs the huge mill-stone of 
old debts." This view is further reinforced by the sense 

· of relief experienced by the redeemed Kheduts. AP 



OSTRICH·LIXE ATTITUDE DEPREDATED. 

Sir Pra bhashanker wrote to a friend in reply to an inquiry 
received about the Scheme, " another favourable result 
noticed in the areas that have come under the operation 
of the Scheme· is that where formerly the Khedut was 
a mere listless and indifferent cultivator owing to. the 
ever-present fear of his creditor attaching his harvested 
crops, he is now seen to put more heart and industry in 
his work owing to the sense of greater security and relief 
brought about by the removal of the burden of past· 
debts." 

39. But one would think that the urgent need of debt- Ostrich-! i k e 

d . . h f h . l . h d) attitude towanl• re emptwn m t e case o t e agncu tunsts was ar y Debt-problem 

an arguable point. Indeed everybody seems to admit the deprecated. 

grave and menacing nature of the problem; and this makes 
still more snrprising the ostrich-like attitude too often adopted 
towards it .. But as the Royal Commission on Agricultnre, forci-
bly put it, "the worst policy towards debt was to ignore it and 
do nothing." The Indian Central Banking Inquiry Committee, 
as a result of its elaborate inve~tigations formed the deliberate 
opinion that the problem of debt redemption is one · "of 
supreme importance from the point of the economic prosperity 
of the country as well as for the pnrpose of stemming the growth 
of discontent among a large section of the population." Even 
political discontent in the country can be mainly traced to 
economic conditions of the rural population. As the Chaimtan, 
Diwan Bahadur Tribhuvandas, puts it :-

" But I feel that the recent movement in politics 
has its origin in chronic indebtedness of the agricultural 
classes and their rack-renting by the superior holders 
to be met with everywhere. Any person can satisfy 
himself by visiting a village and examining the conditions 
of the poor classes. It is no wonder that political extremists 
easily find this a fertile field for their exploitation. It is, 
therefore for the several Administrations to try to remove 

' 
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these possibilities, by adopting all available means for 
the amelioration of the conditions of these classes. Our 
efforts are distinctly directed to this end, though we are 
no propagandists but silent workers in our own way 

d . h " an m our own sp eres. 

Unless therefore, the economic rehabilitation of the 
village cultivator is achieved betimes, the position which is 
grave and menacing enough in all conscience, will continue 
to worsen and ultimately might precipitate a country-wide 
cataclysmic disaster far more serious than any artificial politi
cal agitation, however violent and unscrupulous, could ever 
bring about. The only way to a peaceful administration 
lies through economic contentment ; and relief of the burden 
of past debts of the village Kheduts-the backbone of the 
country-is the first and essential step in that direction. 

Futility of 40. Again as a correspondent in the Times of India 
Rural Uplift 
&heme unie,. recently remarked :-
preceded by 
Dobt Redemp-
t.ion. 

Repudia. t i o n 
no remedy. 

" Next to education, the most acute problem of 
rural economy is as to how to remove the bonds of rural 
indebtedness that shackle Indian Agriculture. It is 
said that ' the Indian Agriculturist is born in debt, lives 
in debt and dies in debt.' Thus the redemption of debt 
is the fundamental condition precedent to the launching 
of any scheme of rural upliftment. There can be no 
denying the fact, therefore, that the further delay of 
village reconstruction or even the adoption of lukewarm 
measures would admittedly bring about disorder and 
anarchy of a more dangerous character than those emanated 
from bread-riots of the urban unemployment." 

41. The situation in some parts has become so acute 
that the suggestion has been made in some quarters that, 
" the only method by which Agriculturists might be saved 
from utter ruin was to allow them to repudiate all their debt 
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obligations.'.:. The words in inverted commas are quoted from 
a lecture delivered last year before the Calcutta Universitv 
Institute by Mr. Naliniranjan Sarkar, Pre>ident, Beng~l 
National Chamber of Commerce, and who was also a member 
of the Banking Inquiry Committee. Lest it be supposed 
that the method of t.)tal repudiation would ha,·e no advocates 
outside purely academic or extremist political circles, it 
should be added that legislative sanction was recently sought 
for this method of total repudiation in resolutions mowd in all 
seriousness before the Legislative Council of more than one 
Province in British India. But the method of total repudiation 
needs only to be mentioned to be rejected all at once : f01 the 
remedy would prove worse than the evil from the standpoint 
of both the debtor as well as the creditor. But at the same 
time it must be recognised that the debtor after all cannot 
pay more than his capacity would allow, and the sooner the 
creditor realizes it, the better for him, no less than for the 
debtor. For while the stalemate of the debtor not paying 
anything and the creditor not receiving anything towards 
the arrears, continues, it cannot be to the advantage of either 
side, if indeed not positively injurious to the interests of both, 
and the best thing would be to end the stalemate by mutual 
adjustment and meeting halfway, if grave trouble is to be 
avoided in future. M:r. Sarkar did not exaggerate, when 
in the concluding part of his lecture referred to above, he 
observed that " the menacing position of the overwhelmingly 
indebted agriculturists now reduced to extreme destitution 
demanded immediate action for averting an almost cataclysmic 
disaster that might eventually overtake the whole country 
througb _:w _agxatian llnhea val inspired ~y utmost de~pera

tion." 

42. But inspite of there being such an overwhelming 
case for undertaking redemption of agricultural debt, one finds 
that the problem is shelved and shirked and only a non
possumus attitude is adopted towards this question. The 

Inaction only 
induced by ma.g
nitude of task. 
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explanation of this curious phenomenon is perhaps to be 
found in the following passage taken from a letter of Sir Prabha
shanker Pattani to the well-known co-operator and public 
worker, 1\ir. Devadhar, in reply to a letter of his inquiring 
about the Bhavnagar Scheme:-

" I am no psycho-analyst; but it is no uncommon expe
rience to find that when one is either unable or unwilling 
to do a thing, which is otherwise worth doing, one does not 
alwaysconfessone'sinability, but by a curious psychological 
process, one is often apt to deceive one's self into the 
belief that the thing is after all not worth doing at all 
or the time is not opportune for doing it. At times, 
I feel that a similar mental process, though not distinctly 
recognised, is behind the non-possumus attitude adopted 
towards the problem of rural debt-redemption. While 
the sub-conscious mind admits the necessity of debt
redemption, the conscious mind is frightened by the 
seeming impossibility of the task and proceeds to justify 
to itself its attitude of inaction and hesitancy either 
by denying the problem or belittling its seriousness or 
again by conjuring up a picture of the same conditions 
being reproduced in a few years after the old debts have 
been once redeemed." (Vide Appendix VII (4).) 

Olddebtamain 43. Another result of not going to the heart of the problem 
stmnbhng block d I k · b · b h b h · · k d to prog....., of an on y eepmg eat1ng a out t e us 1s to get s1de-trac e 
:'~~:.:.~:.•; ve in sponsoring schemes of cheap and easy credit forgetting 

the heritage of old debts from the past. So where in total 
diHregard of past indebtedness, attempts are made to unduly 
push forward co-operative Banks or other schemes intended 
to provide easy credit, they have not attained the measure 
of success expected, if indeed they have not totally failed. 
Any alternative scheme of providing necessary credit can have 
only a fair chance of success, after the problem of old debts 
has been successfully tackled once and for all. 
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44. With increasing experience, it has come to be 
recognised that there is a limit to the good, that could be 
achieved by co-operative credit societies; and doubt is expressed 
in some quarters whether even in its limited sphere, the credit 
societies are such an unqualified success as is generally claimed 
for them. If the primary object o{ these sooieties is to provide 
cheap credit and to decrease the cultivator's dependence 
upon the usurious village-Sowcar, that object has not been 
achieved. Indeed, in some places, the societies with their 
rigid mechanical working have helped to drive the cultivator 
more surely into the arms of the Sowcar. While the increased 
credit facilities afforded by the societies have accelerated the 
tendency to incur debts, the borrowing cultivator is often seen 
alternately resorting to the Sowcar and the society, to pay off 
in turn the debt due to one or the other. While he is thus 
enabled to put off the evil day of reckoning, there is little doubt 
that his economic condition meanwhile has worsened and not 
improved. Moreover, their constitution, growth, and general 
outlook make credit societies unfit to provide long-term credit. 
The reserve funds of individual societies are never very large ; 
and their fluid capital consists mainly of short-term deposits 
not exceeding one or two years at the outside. This could 
not be risked in long-term loans to cultivators, without courting 
disaster. Long-term credit would be first required, for relief 
of chronic indebtedness, without effecting which the cultivator 
cannot get a fresh start, and secondly for undertaking large 
and costly agricultural improvements. All this indicates the 
necessity of founding an ad hoc institution like a Land Mortgage 
Bank, specially designed to provide long-term credit, unless 
as in the case of Bhavnagar, the State is prepared to 
make necessary advances. If the main objects a Land 
Mortgage Bank is to subserve are (1) liquidation of old debts 
and (2) financing of costly agricultural improvements, then 

i it rnay be fairly claimed for Bhavnagar that there is already 
a Land Mortgage Bank functioning here in substance without 
the name. For the Darbar have already redeemed their 

Co-opera. t i v e 
Credit Sooietie~t 
not an unquali
fied success. 
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indebted peasantry by advancing a loan of nearly Rs. 21 ,00,000, 
and, further when an enterprising Khatedar wants to go in 
for some costly agricultural in1provement, such as setting 
up a pumping plant, the Darbar help him to do so by giving 
Tagavi advances at easy rates of interest. 

•b~;t~tt to go 45. If the need for redemption is once conceded, the 

Redemption 
by mutual con· 
sent. 

Limitation of 
KUDl to be paid iD 
composition. 

net question is how to go about the thing. 

46. First an attempt should be made for liquidation to 
proceed on a voluntary basis. As Sir Pra bhashanker has said 
in a letter written to a friend, " l\iutual agreement and co
operation between the lender and the borrower is necessary 
for the permanent solution of the problem, while compulsion 
may not prove equally fruitful of success, if indeed it may not 
leave an after-taste of bad feeling and bad blood which may 
lead to future trouble between the two classes." (Vide 
Appendix VII (4)). Of eourse the Bhavnagar Scheme was not 
readily acquiesced in by the Sowcar ; but persuasion and 
propaganda of the right type and, above all, the actual demon
stration of the scheme in practice resulting in the payment of 
huge cash amounts and even reimbursing the Sowcars in cash 
for old irrecoverable debts, gradually diminished the volume 
and intensity of opposition and as the operations of the scheme 
were extended, it found increasing favour with the larger body 
of the Sowcars in the State, excepting for a little inevitable 
opposition from a section of the Sowcars, which continued well
nigh up to the last. 

47. Of course there can be no question of repaying in full 
all the nominal outstandings claimed by the Sowcar. In most 
cases, the nucleus of original advance is small and the swollen 
figures consist mostly of accumulations of interest, commission, 
premia, etc. Further, any sum advanced in composition 
of old debts must be determined with due regard to the 
capacity of the land holding and credit of the indebted peasant, 



PRESENT TIME MOST OPPORTUNE, 41 

who is all but insolvent. In the Bhavnagar Scheme, the sum 
to be paid in redempt,ion of the debt of an individual Khedut, 
it has been laid down, should not exceed an amount equal to 
three times the annual assessment payable by him. 

48. If redemption is decided upon, the present is the most 
propitious time for undertaking the task. The margin of 
agricultural profits, from which the individual Khedut could 
hope to make repayment toward~ interest and principal is greatly 
reduced owing to the prevalent economic depression, especially 
in the prices of agricultural commodities, and the creditors 
unable to make any recoveries on their own, would he in a more 
amenable mood to agree to a scheme of composition, which 
holds out immediate prospects of payment. 

Moreover, it i~ being increasingly recognised that it will he 
most unfair and inequitable to insist on the full realization of 
fixed money-charges, such as the Kheduts' debts, owing to 
the Sow car, incurred at a time when prices were ruling much 
higher. At present with the disastrous fall in prices, the Khe
dut is now required, in order to raise a specific amount, to part 
with double and more than double the quantity of his produce, 
which would have formerly sufficed for realizing the same 
amount. It is as if the rupee-measure has changed overnight, 
and the hardship caused is not less than would be the case, 
if a maund, which was supposed to weigh 40 Tolas, suddenly 
began to weigh 80 Tolas. 

Again with reduced land values and low commodity prices, 
it would be much safer to correctly appraise and calculate the 
credit and capacity of the indebted Khedut for repayment of 
the redemption loan, without the risk of such calculation 
subsequently proving erroneous than would be the case in a 
period of boom, when land-values and prices were inflated, 
leading to an exaggerated view being taken of the Khedut's 
margin of profits, from which he was to pay the redemption 
loan. 

Present t.imo 
mo11t opportuno 
for mlderta.king 
redemption. 
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Another factor tending still further to reduce the margin 
of the Khedut's profits was the greatly increased cost of cultiva
tion due to increased labour-charges. It should not be assumed 
that with the decline in commodity prices, there has been a 
corresponding decrease in labour wages, which have rathe1· 
tended to be maintained at a fairly high level. Indeed the 
Committee noticed that in several villages the wage earners 
popularly termed Ubhads, seemed to fare better than the 
regular Kheduts, a few Ubhads here and there being even 
able to advance money to Kheduts from their savings. If the 
advances required are not forthcoming from the State itself; 
the necessary funds in these times, when so much cheap and 
fluid money is going about seeking investment, could be easily 
raised at low rates of interest, by properly organised Land
mortgage Banks or similar organisations. 

Redemption 49. Of course, it would be hazardous to make any fore-' 
would improve · th f f h 1 d · h b Khedut•' credit. cast regardmg e uture a ter w olesa e re emptwn as een 

once efiected. Our experience in Bhavnagar is of far too 
short a duration to base any generalizations upon. But 
the very fact that the Khedut is free from the load of old ' 
debts, should improve his credit and enable him to obtain 
advances on easier terms, should he require them. 

No question of 50. As stated before, the money-lender cannot be 
ou.<~ting the Sow. . • • 
oar. altogether replaced. D1wan Bahadur Tribhuvandas m this 

connection remarks in the course of a Council minute dated 
15th January 1932, as follows:-

"As far as I understand, it is not our idea to destroy 
the relations between our Kheduts and their money- · 
lenders, indispensable as they are in a village community .. 
What we aim at, is to remove the present conditions and 
to restore the pristine purity of those rela tiona. I would · 
not mind, if our Kheduts incur productive debts even at 
12 per cent. interest. That will not kill the goose. But 
we know these conditions do not exist at present between 
them, and the present unproductive debts of our Kheduts · 
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are accumulations of.ages of principal and the exorbitant 
rates of interest and commission charged thereon. The whole 
class is involved therein beyond redemption, and by our 
measures we desire to extricate them from their present 
embarrassments. The Khedut Relief Act, we have passed, 
would control the rates. But the object of redemption of 
these debts by Dar bar loans is to lighten the burden of the 
past unproductive debts. Once this burden is removed, I 
believe, it. would be possible to have the old relations 
re-established. The capacity of the Kheduts to repay the 
loan with reasonable interest would increase, and this con
dition would naturally reduce the present rigorous terms." 

That it was never intended to oust the Sowcar class al-
together, would be made still dearer from the following extract 
from the Report of the original Committee :-" It is obvious 
the State cannot replace all the Sowcars nor has the Dar bar any 
intention of doing so. No one acquainted with rural life will 
grudge to acknowledge the important and useful part the 
Sowcar once played in the economic life of the village. At the 
same time it cannot be denied that of late years both the 
Sowcar and his Khedut customers have been greatly estranged, 
and the breach is daily widening. Certainly there is nothing 
left of the old personal touch and sympathy, which made their 
mutual relations so happy and useful to both sides. And it is 

'because the Darbar earnestly wish that these old happy rela
tions may be early restored to the mutual benefit of both the 
Khedut and the Sowcar, that this big experiment has been 
undertaken of wholesale and simultaneous redemption of all 
the Kheduts of the State, and surely it is not too much to hope 
that, with the Kheduts freed from old debts, the Sowcars wouW 
resume their old connection with them, charging only moderate 
rates of interest, and at the same time the old nexus of 
personal touch and sympathy will be restored." 

51. ·That the Scheme was on the whole just and equitable 
and meant to deal fairly also by the Sowcar, should be evident 

Sc-heme not 
oppo~ed to Sow~ 
car'lf interetft. 
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from the fact that as the operations of the Scheme extended, 
the Sowcars themselves prayed for the application of the 
Scheme. This would not l1ave been the case, were the Scheme 
only one-sided and not to the interest of the lender also. 

52. The Bhavnagar Darbar are carefully watching the 
after-effects of the wholesale redemption of the Kheduts' 
debts. So far there has not been noticed any marked tendency 
to incur fresh debts in the redeemed Mahals, although nearly 
three years and more have elapsed in some cases. But we may 
grant that a certain percentage of redeemed Kheduts will 
again relapse in the old condition of indebtedness after a few 
years. But it is expected that the warning of bitter past 
experience will in the majority of cases act as an effective 
deterrent against the Kheduts repeating their past improvident 
practices. 

u n c e, 1 • in 53. But granting that the future is uncertain, that, it is 
future no excu.,e submitted should not be made an excuse for not undertaking 
for delaymg ' 
neees.ary action. or delaying action, whose necessity is otherwise plainly 

Redemption 
saves huge in
terest charges. 

indicated. (Vide Appendix VII (2). ) 

But one may, in this connection, ask in the words of .a 
newspaper correspondent:-" Would it be statesmanship to 
allow agricultural indebtedness to grow unchecked till the 
agriculturist became a free, enlightened, economic, human 
unit. It is a vicious circle, really, and a beginning has to be 
made somewhere in the reform of the conditions under which 
the agriculturist lives, moves and has his being." 

54. One immediate and undoubted benefit conferred on 
the Khedut by the liquidation of his old debts is the substantial 
saving in interest charges, which he had to annually pay in 
cash or commodity, or failing that, which continued to be added 
to the balance outstanding. As the nominal outstandings 
amounted toRs. 86,38,874, the saving in interest charges on the 
same would alone amount toRs. 21,00,000 and more, calculat-
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ing interest at the rate of 25 per cent., which is unfortunately 
the ordinary rate levied, though cases of still more extortionate 
rates being charged occur only too frequently. Indeed the 
Central Banking Committee has found that the interest charged 
by the village Sowcar may be anything from 10 to 300per cent 
and even more. 

55. In short the Kheduts of Bhamagar have had their 
arrears of debts owing to the Sow cars compounded and paid off 
by a sum of Rs. 20,59,473, which is certainly much less than 
what the Sowcar used to either actually levy in cash or charge 
to the Kheduts' debit account by way of interest alone every 
year. From the standpoint of the State, it may be added, if 
Bhavnagar's limited experience is any authority, that the State 
undoubtedly stands to benefit greatly by making its peasantry 
debt-free. If the Khedut formerly was not prompt and punctual 
in paying the assessment, and, as a result large arrears of 
Land Revenue piled up, it was as the Committee's investigations 
revealed, mainly due to the Khedut being head over heeL> 
in debt to the Sowcar. And though the Land Revenue is in 
theory a first charge on the land produce, the more vigilant 
Sowcar always succeeded in recovering his dues first. But 
that is now changed, and wholesale redemption of the peasantry 
has resulted in better and easier recoveries of land revenue, 
which would not have been otherwise the case in these days of 
abnormally low prices. It was noticed that even where the 
season has been below normal, and where formerly the Khedut 
weighed down by the burden of past debts, would have short
paid by 4 to 6 annas, the State has been able to recover the full 
unit of assessment and also something towards arrears. So 
even putting it on the low ground of self-interest, the State 
itself stands to gain enormously by redemption of its peasantry, 
and the favourable result in recoveries, though only an incidental 
advantage, is by itself, a sufficient justification, if one were 
needed, for redeeming agricultural indebtedness. 

R£"demp ti. on 
also results in 
easier and better 
recoverict~ of 
Land Revenue. 
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G ... tetul Khe- 56. It was found that in some places Kheduts have 
duts begin to P•Y willingly deposited in advance large sums to set off against the 
towards redemp-
tion loan in loans to be advanced to them in discharge of their debts, even 
ad,-o.nce. 

lndebted

before the compounding loan had been paid to the Sowcar 
concerned. This shows that this attempt to make them debt
free is not entirely unappreciated by the Kheduts. 

57. But it has been contended that indebtedness is a mere 
;;:.:pto!"th an~ symptom ; and mere symptomatic treatment cannot meet the 
d"ease. needs of the case. This is no doubt true to a certain extent, 

but it is not wholly true. Argument by analogy or metaphor 
is never safe, and oftener than not proves misleading ; for one 
is apt to get a rather distorted view of the object sought to be 
explained thereby. It may be granted that the low economic 
condition of the Khedut and the narrow margin of profits of 
agriculture, which generally necessitate the incurring of debt 
in the first instance, are the root cause oft he evil, of which indebt
edness is a mere symptom. But if it is initially a mere symptom, 
the alarming way, in which the first small nucleus of indebted
ness has shown a tendency to accumulate, in spite of repayments 
on accouut, often several times the original ad vance, makes of 
it a disease by itself, requiring independent treatment. 

But, to get a clearer view of the whole position it would be 
well to vary the metaphor and inquire whether the removal of 
debris of an accident from the tracks of a Railway is not an 
essential preliminary in restoring the interrupted traffic. Of 
oourse the removal of the debris would not immediately result 
in resumption of the traffic, nor would relief from indebtedness 
immediately lead to economic prosperity of the Khedut. But 
it cannot be denied that the suggested action in both cases is 
an essential preliminary to clearing a road, hitherto, hopelessly 
blocked, and in that sense, settlement of debts must prove the 
longest step towards economic recovery of the indebted 
Kherluts. 
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But the Bhavnagar Darbar never lost sight of the fact 
that it would not do to remain content with merely relieving 
indebtedness, and this aspect of the case was emphasised by 
the Committee itself in the following words :-

" Indebtedness is both a disease and a symptom. 
So far as it is a disease it might be amenable to ad hoc 

measures designed to provide cheaper agricultural finance. 
But in so far as it is a symptom, the treatment must 
probe deeper, and the question of indebtedness must be 
considered and dealt along with several other cognate 
and connected questions. To indicate the nature of these 
questions even briefly would be too long a digression here. 
But reduced to its smallest proportions, the whole problem . 
is of enabling the Khedut to produce the maximum, his 
land and Ia hour are capable of yielding and to realize and 
retain the best price for that produce." 

SECTION IV. 

Village Panclwyat : A complementary measure. 

Villa;.::e J'an· 58. For one thing, the improvement effected by liquidation 
of debts has been sought to be made permanent by the villagers 
ta~ing over the management of their own affairs and being 
made responsible for the development of the economic welfare 
of the Ryots. The same idea of a healthy village community 
was incubating in the ever vigilant mind of Sir Prabhashanker, 
as will be evident from the following passage taken from his 
opening speech delivered at the Bhavnagar People's Repre
sentative Assembly on the 14th November 1929 :-

chayat : A com• 
plementnry mea
sure to debt 
redemption. 

" Even after the great relief thus afforded to the 
cultivators from Darbar and private indebtedness, I 
fear the same conditions will recur in course of time 
unless the cultivators will learn economy, and unless a 
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Scheme can be devised, which will enable them to meet 
their liabilities without incurring further debt. It, 
therefore, becomes the duty of the Darbar-and I invite 
the co-operation of the merchants -to find out a way 
by which the whole village community can live in peace 
and manage their own village affairs. Thus and thus only 
can the seeds of self-reliance and mutual co-operation be 
sown." 

The Committee themselves stressed the need of supple
menting agricultural debt redemption by suitable measures, 
as will be seen from the following taken from the concluding 
Chapter of the Report :-

"It was felt and rightly felt that the problem of 
agricultural indebtedness is not one that can be rightly 
and separately tackled, without dealing at the same time 
with the whole economic life of the village. Indebtedness 
is, after all, a symptom, whose treatment alone cannot 
achieve the desired object, wl1ich is nothing less than the 
rehabilitation of the whole village life itself, and so the 
Panchayat is deliberately intended to cover more or less 
the whole field of village life." 

ObJed< and 59. What is sought to be achieved through these 
~!:111~h(~~fn~~n1 ~1 Yfl. Panchayats will be clear frmn the following passages relating 

· to the grant of Panchayat taken from the Committee's 
Report:-

" It is well-known that the old village communities 
having disappeared, with it, has also passed away the sense 
of corporate life. While personal hygiene of a kind exists, 
general sanitation worth the name is non-existent. Again 
the absence of corporate consciousness renders the 
villager helpless not only against thieves and dacoits 
coming from outside; hut they are equally unable to keep 
under control the bad characters in their own midst, from 
whom hardly any village is free. These are a terror to 
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the whole village, and they make a hell of the life of the 
honest agriculturists by clandestine grazing, by cattle
lifting, by levying Mosul and by threat of. arson, "1'\'hich 
is too often actually carried out to serve as lin example 
and a warning. 

" Bnt it is hoped that the grant of Panchayat will 
enable the village to effectively deal with all these evils. 
The grant of Panchayat will mean the practical transfer 
of the whole village administration to the villagers 
themselves with the minimum of outside interference. 
For it vests the Panchayat with the power to select and 
nominate persons of its own choice for the village offices 
of Talati, Mukhi, Patel, Chowkidars, etc., and the latter, 
therefore, will be real servants and not masters of the 
village, rendering better, more loyal and efficient service. 
This will also better enable the Panchayat to control and 
keep, on their proper behaviour, the bad and more 
intractable characters in the village. In an extreme case 
the village can also ask for the removal from their midst 
of a particularly desperate and dangerous character, who 
cannot be tackled by the ordinary process of law, because 
perhaps so great is the fear he inspires that no one will 
come forwaTd to bear witness against him. 

" ~Where the ground is prepared and a demand made, 
freedom will he given within limits, to the village to 
determine its own method and procedure of revenue 
collection. It can also punish contumacy to the e"'tent 
of foTfeiture of land and auction a vacant holding. It 
can also build up a reserve from the savings remaining 
after payment of the Darbar dues and the reserve will be 
available for any common use, which may be decided 
upon by the Panchayat. "\Vbere the reserve is large 
enough, it can be even utilised for financing the agricultural 

needs of the Kheduts. 
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" The Panchayat will also exercise municipal powers. 
It will look after its own sanitation and attend to road
repairs, maintenance of village well, Chowra, Aveda, etc. 
The Panchayat will be in charge of the village cattle
pound, and it can, if it so chooses, acquire power to try 
and decide small civil suits and criminal complaints 
relating to cattle trespass, etc. 

" In brief the Panchayat is at once an educative and 
ameliorative measure, and it combines in itself both 
self-determination and self-government. And the Pan
chayat, if properly understood and administered, will 
greatly improve the economic and other condition of 
the village and bring to it, in an increasing measure, a 
sense of corporate life, peace, happiness and prosperity." 

The Panchayat rules ":ill be found em bodied in Appendix V 
attached hereto . ...- They,, ar~·:more or less tentative, and will 
no doubt be amended ··a!ld -m.odilied from time to time, as 
more experience is ·giiiied: ··Eurthe~ it is not intended to 
impose one uniform steniotyped rii~del on all the villages, 
and latitude has been Teserved to alter the rules and terms 
of the Panchayat grant, to suit the wishes, the stage of growth, 
and other circumstances of the village concerned. 



APPENDIX I. 

Compamtive Stntement slwwill.fJ tlw e:r;tc" l of iurldJit·dw·~~ ami a~~c·_.;smn.t liability of the Kheduts of the Bhavnagar State. 
--------------------~--------~----------~--------

I.ndebtf'<i. ,' lll<JI'hl('(l . l 

Nu.me of Mah&l 

Number 
of 

individual 
holders. 

Assessment. 

Xominal 
indebted· 

ness 
l.<'l.'ording 

to 
Sowl.'ant' 

booktt. 

nf'ttll ne~~ 

pt•r nl JU.'6 pt•r Hi~:laa 
of ! nf I 

a~~t~l'll..~· a .... """"''{' I 
mont . lu.utl. I 

--~-----------7----~--------~-----,------~-----

l I 2 3 4 5 6 7 

--- -

I 
I I I I 

Rs. a. p . R11. Ita. a . p . Hs. a. p. 
I 

Bbavna,ar State .. 27,898 26,56,554 5 7 86,38,874 3 4 o, 4 9 8 
I I 

1 Dask.roi .. .. 2,817 1,45,4 74 4 4 5,0.i,!.I:!O 3 7 81 3 11 8 1 

2 Sihor .. .. .. 1,831 1,25,530 2 3 5,1 5,31)6 4 1 sl 4 11 8 1 I 

3 Umral& 2,569 2,96,504 12 0 7,0!.1,:.!44 :l 11 ., 4 3 ol .. .. - . 
I 

4 Gadha.da .. .. 1,109 1,64,000 0 0 5,U3,H3 3 u 10 I 5 5 6 1 

5 Bota.d .• .. .. 2,203 2,55,640 4 0 9,:l3,1:!5 3 !J 9 I 5 0 2 

6 Lilia 2,438 3,38,69.) 4 7 9,98,3!:!4 :l 15 " I 4 5 0 .. .. .. - . 
7 Kundla .. .. 5,030 6,26,4:l3 15 2 20,00,014 3 3 4 1 5 0 8 

I 
8 Victor .. 1,774 1,71,771 8 2 2,48,338 1 7 2 2 2 0 .. 
9 :&fahuv& 5,124 3,69,918 1 3 11,43,264 3 1 5 4 14 1 .. .. 

10 TalajN 3,003 1,62,4{17 1 10 I 9,0:!,836 5 8 11 4 13 11 .. .. 

Xutnbl'r 
of 

holtll'l'll. 

15,405 

:!,CJIII 

1,074 
I 

1,3H I 

.J63 

1,:1:13 

1,2:?5 

2,268 

1,0:10 

2,939 

1,61Y 

l 'erc ·t•u t. 
&j.(l' . 

55 .2 

71.4 

u8.6 

5:!.3 

50 .8 

60 .5 

50 . 2 

4;'; . 1 

58 . 1 

57 . 4 

53 . Y 

- ---· -- - --

10 

Hs. a. p. j 

12.76,858 5 2 1 

U:!,30li 0 7 
I 

6:1.74.:; 1.) 7 
I 

1,37 •. it\3 8 7 

8:!,U76 3 0 

1,4!J,:I07 8 0 

1,60.072 5 7 

2,60,0;i0 15 11 

87,71}6 7 10 

1,72,98{) 3 9 

70,030 0 ... 

Xu mlwr ' 
of 

huldt•l'll. 

11 

. 
I 

12,493 I 

I 

8117 

7J7 

J ,;.!:!,'; I 

546 

870 

1,213 

:?,762 

744 

2,185 

1,384 

l't•n·t•ut . 

I:! 

44 .8 

:!~ . 6 

41.4 

47.7 

4!J . l! 

3!J .5 

41J.8 

54 . 9 

41.9 

4:?.6 

46 . 1 

lndehtt>tl. 

Amount out. 
11tandin.c 

&tTnrchnlo( to 
I'OWI'IU"II • b1.0ok11. 

Amount. found 
due bv t he 

lttodl'mpt ion 
Committee& 

Amount 
act uallv 
paid in 

Compottition. 

---------- ------------7------
13 14 15 16 

HK. a . p. I Rs. Rs. Rs. 

13,79 ,696 0 5 86.38,874 45.11 ,183 20,59,473 

.'i:J,Ili~ :J I) 

11 1 6l.i!J3 2 

5,0.>,9:?0 3,13,303 1,04,00~ 

5,15,306 2,53,030 1,15,847 

1,:;~.11:!1 3 5 7,UU,:?44 4,42,:?73 2,00,.U6 

81,1 13 J3 0 5,93,443 3,00,:?59 1,48,331 

1,(16,3:1:! It 0 9,23,125 5,:!0,836 2,13,307 

1,78,6:!2 15 0 !.1,98,364 4,68,088 2,63,777 

3,66,:J72 15 3 20,09,014 10,2:?,377 4,97,423 

83,975 0 4 2,48,338 1,40,065 62,157 

1,96,9:l8 13 6 11,43,264 5,77,056 2,79,104 

U2,467 1 6 9,02,836 4,73,896 1,75,085 

> 
"'::! 
"":) 

~ 
t::1 ->< 
~ 

C-" ~ ..... 
)-
~,: 
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APPEND IX II. 

Classification of I ndebtcd J(heduis accordi·ng to the extent of indebtedness and the amount of Redctnption Loan paid in composition. 

I I I 
Amount of Amount i 

nominal I found due Amount 
X umber of • t indt>bted· bY the l actuallv ..:1ssessmen · · 
lndt>btf'Od Yable b\"' tht>m. ness. Rt>?emp. paid ~ 
Holdt>rs. pa_ • according hon composl-

to Sowcar's Com- ! tion. 
l books. 1 mittee~. I 

3 
I 

5 I 6 I 7 

I 

12.493 

Rs. a . p . I Rs. I Rs. I Rs. 
I , 

13.79.696 o 5 I 86,38.874 1 '5,11,183 1 711,59,473 

8iJ7 

A\"'erage 
dt>bt per 

indiYidual 
indebted 
Khedut. 

8 

I Indebted
ness 

'I per rupee of a ssess-

Indebted in a sum not exooeding one 
year's &6Se88mt>nt. 

mE~nt 

payable by • 
I indebted I !\umber. 
J Kheduts. 

I 9 I 10 

Asseesment. 

11 

Amount of 
Indebted

ness. 

12 

Rs. a. p. Rs. a. p. Ra. a . p. Rs. 

&91 7 11 ' 4 2 

9 8 2 

2.497 

119 

3.12.698 0 7 1,30,133 

3,653 53,168 3 9 I ~·~·920 I 3,~3,303 I 1,~,006 626 14, 7 

61,i93 2 8 1 a,1a,306 i 2,a3,030 1 1,1.,,847 680 11 6 1 

1,58,921 a 5 I 7,99,244 ~ 4,42,273 1 2,00.436

1 

652 7 1 

; .57 I 8 5 4 98 

7,936 12 0 

8,849 7 4 

38,425 0 3 

13,931 13 4 

18,635 6 0 

39,874 8 6 

87,41 2 5 0 

36,082 0 0 

45,149 0 3 

16,401 11 11 

4,103 

17,058 1,225 

870 

1.213 ' 

2,i 62 

744 

2,1S5 i 

1,384 

81 ,)13 13 0 I 5,93,4A3 3,00,.259 I 1,48,331 1,086 14 3 

1,06,332 12 0 I 9,23,125 5,20,836 I 2,13,307 
I I 

1,78,622 15 o I 9,98,384 ! 4,68,088 1 2,63,777 

3,66,3i 2 15 3 i 20,09,014 10,22,377 4,97,423 

83,975 o 4 1 2,48,338 1,40,065 
I 

1,96,928 13 6 I 11 ,4-3,264 i 5,77,056 
I . 

92,467 I 6 9,02,836 1 4,73,896
1 

62,157 1 

2,79,104 1 

1,75,085 1 

1,062 3 4 

823 1 1 

727 6 0 

333 12 7 

523 3 8 

652 5 5 

5 0 5 

7 5 0 

8 10 10 

5 9 5 

5 7 8 

2 15 3 

5 12 10 

9 12 2 

86 

111 

241 

586 

277 

466 

239 

6,524 

5,380 

17,666 

37,270 

13,885 

18,655 

5,939 

l ndebtt>d in a sum exceeding one year 's Indebted in 
but not two years' a ssessment. but no 

Number, 

13 

1,483 

78 

66 

169 

58 

60 

171 

368 

ll 8 

278 

117 

Amount of I 
Assessment. lndt>bted· Nu mber. 

I ness. 

15 

Rs. a. p. R s. 

1,73,111 10 5 2,55,100 

4,677 14 2 7,322 

6,213 14 0 8,944 

23,088 6 3 35,059 

8,884 10 8 13,8;)6 

7,803 12 0 11 ,825 

28,028 1 4 37,057 

48,9 18 14 4 71,919 

13,910 2 0 20,635 

23,553 2 6 36,118 

8,032 7 2 12,365 

16 

3,038 

195 

171 

348 

120 

163 

30 1 

7 17 

190 

563 

270 

a sum exceeding t wo years' lndt>bted in a sum e xceeding five years' I nde~ted in a sum exceeding ten years' 
t tive yea rs' a ssessment. 

Assessment. 

17 

Rs. a . p. 

3,45,316 1 9 

12,076 9 4 

14,060 4 8 

44.863 14 8 

18,631 8 0 

21,008 8 0 

41! ,134 3 2 

95,7:!2 13 9 

19,38 1 8 4 

5:J,033 s 1 

18,403 3 3 

Amount of 
Indebted-

ness. 

18 

Rs. 

11,56,876 

41,312 

47,472 

) ,46,008 

60,3:13 

72,71!4 

1,6 1,401 

3,19, 11)1 

64,5lH 

1,77,575 

66,249 

but not ten years' assessment. 

Nu mber. 

19 

2,559 

172 

173 

241 

13!i 

223 

248 

561 

!16 

413 

297 

Assessment . 

20 

Rs. a. p. 

2,75, 771 12 4 

11 ,970 11 2 

14,375 15 4 

29,837 4 1 

19,68!) 13 0 

27,097 12 0 

34,761 8 0 

71,733 14 5 

8,758 5 0 

37,281! 9 6 

20,261 15 10 

Amount of 
Indebted -

ness. 

2 1 

Rs. -· 

19,64,542 

84,785 

1,05,323 

2,1;),917 

1,44,8:JO 

2,00,137 

2,49,195 

5,01,033 

59,282 

~ 

I 
I 

Nuilher. 

fl 
I 

I 

916 

l :!43 
I 

24!1 

193 

147 

3 13 

252 

530 

I 63 

465 

4 61 

2,61,741 

1 ,42,2fl~v1:
1 

\ 

~ ----~------~--------------~~~ ' 

assessment. 

Amount of 
Assessment . I ndebted-

ness. 

23 24 

Rs. a . p. R s. 

2,72,798 7 4 51 ,32,223 

16,506 5 1 3,68,848 

18,293 3 4 3,49,464 

22,706 10 2 3,8;"\,202 

19,91!0 0 0 3,67,900 

31,71!7 6 0 6,32,999 

27,824 10 1 5,33,065 

62,584 15 9 10,79,601 

5,843 1 0. 89,985 

37,904 R 8 6,49,175 

20,3f,7 11 4 1 
6,75,984 

. 
K heduts whose debts were composed by advancing Redemption loan. 

Not exceeding one year's assessment. Ex "'>ding one yoa,· • but nottwo \ E xceeding t wo years' but not t hree 
years' a ssessment. years' assessment. 

r mount of 

\ 
\ Amount of 

Number. I r mount of 
Number. \ Assessment . Loan Assessment. Loan Number. Assessment. Loan 

adva nced. advanced. advanced. 

25 26 27 . 28 29 30 31 32 33 

Rs. p . Rs. Rs. a . p. Rs. Rs. a . p. Rs. 
a . •• 

4,785 5,77,263 2 5 2,33,359 2,639 3,04,578 0 9 4,68,092 5,069 4,97,854 13 3 13,58,022 

222 13,572 11 7 6,290 138 9,244 12 9 14,819 447 30,350 11 5 82,897 -
198 18,134 10 8 8,273 )58 12,488 9 4 18,702 401 31,189 14 8 88,872 -
539 73,609 3 6 30,232 371 47,893 9 6 73,935 315 37,418 6 5 96,269 

159 25,053 0 0 10,634 ll9 18,259 8 0 29,816 268 37,801 5 0 1,07,881 

)63 25,801 l4 0 8,062 139 18,337 0 0 29,003 568 62,193 14 0 1,76,2-1:. 

503 78,415 7 8 33,718 21 9 37,387 1 4 57,625 49 1 62.820 6 0 1,72,4 

1,194 1,68,1112 0 10 70,464 631 83,940 15 6 1,27,584 937 1,13,519 a 11 2, 99.3; 5 

493 !i9,989 13 4 19,389 167 16,347 11 0 23,970 84 7,637 8 0 8 18,i9 

939 87,372 11 :j 35,022 454 44,091 2 3 65,049 792 65,484 15 7 p9,033 

3 75 26,401 9 ll,275 243 16,627 ll I 27,589 766 49, -!37 13 a; 1,36,221 
I 
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APPENDIX III. 

The Bhavnagar State Kheduts' Protection Act. 

Whereas it is expedient to prevent the money-lenders from taking 
undue advantage of the illiterate and indebted condition of the agri
cultural classes, it is hereby enacted as follows:-

CHAPTER I. 

PRELIMINARY. 

1. This Act may be called 'The Bhavnagar State Kheduts' Pro
tection Act,' and it shall e"-tend to the whole of the Bhavnagar State 
from the date of its publication in the Darbar Gazette. 

NOTE. ---,Section 10 of this Act shall also apply to civil suits pending in Courts on .the 
date on which this Act comes into force. 

2. If there is anything in other Acts now in force, repugnant or 
contrary ~o the provisions of this Act, then those Acts shall not apply 
to that extent to the provisions of this Act. 

3. Unless there is something repugnant in the subject or context,-

(a) "Agriculturist or h.nedut" shall mean a person, who, residing 
within the limits of the Bhavnagar State, by himself or by his servants, 

earns his livelihood wholly or principally by agriculture carried on as 
Khatedar (registered holder) or Sub·sharer in the Darbari Khata land 
(registered holding). Such a person shall be deemed to be an agriculturist 
even if he carries on agriculture in other 1\Iulgiras or Barakhli land along

with the Darbari land, and the word " Agriculturist " shall also include 
his sub-sharers living as members of a joint family along with him. 

NOT E.-An agriculturist., who having first obtained the necessary sauct.ion, has leased 
his Da.rba.ri land to others for agriculture, shall not thereby cease to be au 
agriculturist within this definition. 

Prea.mbi<'. 

Short titlt>, 
commencement 
and extent. 

Repugnant 
Act-a ineffedive. 

Construction. 

Agriculturist. 

(b) "Money" shall be deemed to include agricultural produce, Money. 

implements and stock. 

(c) "Standing Crops" shall include crops of all sorts attached to 
the soil, and leaves, flowers and fruits upon and juice in trees and shrubs. 

St&nding 
Crops. 



Application of 
this Aet, 

Ag-ri<'ultu r is t 
df'btQrs may sue 
for account~. 

Place of suing. 

Summons to 
be for final dis
po!!al of suit. 

Oral evidence 
admissible not
withstanding 
written agree
ment 

APPENDIX Ill. 

CHAPTER II. 

Of Hi•uls of suits atul place of suing acconling to this Act. 

4. The provisions of this Act shall apply to :-

(1) Suits for an accmmt instituted by an indebted agriculturist 
according to the provisions of section 5, and 

(2) Suits for the recovery of money alleged to be due to the plaintiff 
creditor 

On account of money lent or advanced to or paid for, the agricul
turist defendant, or as the price of goods sold, or on an account stated 
between the plaintiff and the defendant, or 

On a written or unwritten engagement for the payment of money 
not herein before provided for. 

5. Any agriculturist who owes any debt to his creditors as shown in 
sub-sec. 2 of Sec. 4, may sue for an account of such debt and of money 
paid by him to the creditor, and for a declaration of the amount, if any, 
still payable by him to the creditor. 

6. Subject to the pecuniary jurisdiction of Courts as provided for in 
other Acts, suits to which the provisions of this Act apply, shall be 
instituted in a Court within the local limits of whose jurisdiction the 
agricultursit, whether he he plaintiff or defendant, resides. 

NOT~.-Every such suit, in which there are more than one agriculturist as plaintiffs 
or defendants, who reside within the local jurisdictions of different Courts, may 

be instituted, with the leave of the Court, in any of such Courts. 

CHAPTER III. 

Of /,earing of suils according to this Act. 

1. In every case in which it seems to the Court possible to dispose 
of a suit at the first hearing, the Summons shall be for the final disposal 

of the suit. 

8. In suits, to which the provisions of this Act apply, the Court 
shall, notwithstanding anything contained in the Evidence Act or ·in 
any other law for the time being in force, have power, in order to inquire 
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into and determine the real nature of any transaction between the 

agriculturist and his creditor, to admit evidence of any oral agreement 

or statement pertaining to such transaction, even though the transaction 
has been the subject of a written agreement. 

9. In any suit to which this Act applies, the Court, whether the 
amount of the creditor's claim is disputed or not, shall examine both the 

plaintiff and the defendant as witnesses and shall enquire into the 

Partif'14 to be 
examiJlt'd nnd 
history of traJ'II· 
a<'t.io,{s w i t h 
A~rieultu r i s t 

history and merits of the case, from the commencement of the tran:sac- debtors to be 
in,·estiga ted. 

tions between the parties, out of which the suit has arisen, first with a 

view to ascertaining whether any fraud, mistake, undue influence or 

any such thing has been practised upon the agriculturist-party, and, 

secondly, with a view to taking an account between the parties in manner 
hereinafter provided. 

NOTE.-It i~ not to be understood t.ha.t it is compulsory to examine the plaintiff and the 
defendant as witnesses according t.o t.he provisions of this section, even when 

the Court, for obviouR reasons, deems it unnecessary so to do. But the Court 
shall in that case record its reo.sons in writing. 

10. V.l1en the Court inquires into the history and merits of a rase 

from the commencement of the transactions between the parties, in 

accordance with the provisions of Section 9, it shall 

notwithstanding any agreement between the parties as to allowing 

compound interest and, 

notwithstanding any statement or settlement of account or any 

contract purporting to close previous dealings and create a new obligation, 

take the account according to the following rules :-

(1) The account shall be inquired into and ascertained from the 

commencement of the transactions to the date of the suit; 

(2) Separate accounts of principal and interest shall be taken ; 

(3) In the account of principal, there shall be debited to the debtor 
such money as may from time to time have been actually received by 

him or on his account from the creditor, and the price of goo<ls, if any, 

actually sold to him or on his account by the creditor ; 

NOTE.-( I) Care should be spedo..lly taken that Vata.v or such other item, if any, 

added to the money actually advanced, or to the price of iLe gu(tt]s actually 

sold, shall not enter into the twcouut of principaL 

:\lode of taking 
accounts. 
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(2) When the price of grain or any other goods is to be debited or credited, 
it should be debited or credited, a.s for grain, having regard to the rates 
of prke published in the Darbari Gazette of the time, and as for other goods 
having n"gard to the market rates prevailing at the time. 

( 4) Interest accrued due should be kept separate and special 

attention should be paid to the fact that interest does not get included 

in the principal; 

(5) Simple interest only shall be allowed at the contract rate, 

but more than 12 per cent. shall not be allowed ; 

(6) Interest to be debited monthly : that is interest only on the 

balance of principal outstanding at the end of a month shall be com

puted from the beginning of the neJ..-1; month; 

(7) All money paid or goods delivered by or on account of the 
debtor to the creditor or on his account and all profits in the form of 

Vatav of Kothli-chhodaman, (be it in cash or goods) and other advantages 
of every description, received by the creditor from the debtor in the 
course of the transactions, shall be credited, first, in the account of interest; 

and when any payment is more than sufficient to discharge the balance 
of interest due at the time it is made, the residue of such payment shall 

be credited to the debtor in the account of principal. 

(8) The accounts of principal and interest shall be made upto 
the date of instituting the suit, and the aggregate of the balances (if any) 

appearing due on both such accounts against the debtor on that date 
shall be deemed to be the amount due at that date. 

Damdupat.-Butifthe balance appearing due on the interest 

account, exceeds that appearing due on the principal account, double 
the latter balance shall be deemed to be the amount then due and, that 

amount only, the Court shall decree. 

11. In regard to decrees standing against the agriculturist when 

this Act comes into force, and decrees included in other debts, when 
they come before the Court in execution or in a suit, account should 
also be taken of such decretal debts in accordance with the provisions 

of Sec. 10. In taking such account, if it appears to the Court that the 
transactions which have led to the passing of the decrees, are a part 

and parcel of other transactions entered into between the parties, then 
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the whole of the transactions should be inquired into, as if the agri
.:ulturist has instituted a suit fop taking accounts in accordance with 
the provisions of Sec. 5; and the amount remaining due by the agricul
turist should then be ascertained. But the ascertainment of such 
amount, shall not, except under circumstances mentioned in Sec. 12, 
entitle the creditor to realize from the agriculturist debtor any sum in 
excess of the balance due under the decree, which, on coming before the 
Court had led it to order the taking of accounts in accordance with the 
provisions of this section. 

12. (1) In suits for account according to Sec. 5 and at the time 
of taking accounts according to Section 11, besides ascertaining the 
amount remaining due by the agriculturist, the Court has power to 
direct that such amount shall be paid by instalments with or without 
interest. But if in the account upto the date of the institution of the 
suit the interest accrued due is equal to the amount of the principal, 
the Court shall not direct instalment with interest. 

(2) When the Court has directed payment of the amount by 
instalments according to sub-section (1), the agriculturist-debtor may 
pay, into Court, the amount of each instalment, as it falls due, in default 

whereof, execution of the decree may be enforced by the creditor in 
the same manner as if he had obtained a decree in a suit to recover 
the debt. 

13. Where the Court a wards interest, if at all, from the date of the 
suit to the date of the decree and from the date of the decree to the 
realization of the amount due, it shall not award more than 6 per cent 
interest. 

In suits accor
ding to ooct.ion 5 
and sect.ion ll, 
instalments may 
be granted in 
t·he decree. 

Interest after 
t.he date of dec. 
ree. 

14. The Court may at any time direct that the amount of any Power to fix 
instalments in 

.decree passed under this Act, or the amount ascertained due after proper execution. 

enquiry according to Section 11 into the decrees passed before this Act, 
shall be paid by instalments with or without interest. 

15. The interest to be a warded under this Act shall be simple. Simple interest 
to be awarded. 
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16. Where the creditor files a suit, such suit shall include all arrears 
of debts due to him by the agriculturist defendant. 

17. A suit by an agriculturist debtor shall be exempt from the pay

ment of Court-fees. When the suit is by a creditor, he will at first be 
liable to pay the Court-fees, according to law, but the amount of Court

fees upon the sum decreed will be remitted to him. 

18. The agriculturL<t debtor sllall be at liberty to prove any pay

ments made by him towards the decree, even though such payments have 
not been cert-ified in Court accorrling to !a w ; and he shall also be at 
liberty to prove even such payments as are made after this Act comes 

into force. 

19. If the Court is satisfied that the creditor intentionally abstains 
from producing books of accounts of previous transactions, it shall 
dismiss the suit to that e:~.-tent. If the Court has reason to suspect that 
the creditor does not intentionally produce books of accounts, one 

half of the balance due on the earliest account produced, shall be counted 
as principal: but if the Court is satisfied that the debtor has received full 

consideration and that the accounts produced by the creditor arc trust
worthy, then the full amount may be awarded even in the absence of 

previous accounts. 

20. With a view to carry out the object of this Act, the Darbar may, 
from time to time, make, in conformity with the provisions of this Act, 
such rules, as are deemed to be necessary, in regard to the manner of 
taking accounts and other matters. 
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The Khedut Debt Redemption Scheme. 

CouNCIL REsoLUTION No. 219. 

A Committee was appointed to enquire into the indebtedness of 
the Darbari Kheduts of this State. As a result of the enquiries made 
by this Committee, it has been f01md that the terms of dealings between 
the merchant, creditor and the Khedut debtor were as a rule fixed by 

taking undue ad vantage of the ignorance and need of the Kheduts. 
Similarly the account books of creditors have been fonnd to be contain· 

ing many irregular and suspicious entries. So with a view to improve 
this state of thing, and to place the relations between the creditor and 
the debtor classes on a purer and better footing and also, to enable 
the latter to recover the monies advanced by them at reasonable rates 
of interest, the Darbar have considered it expedient to draft a bill called 
the Agriculturist Protection Bill and to publish it in the Darbar Gazette 
by Outward No. ll79, dated the 4th October 1929, for the information 
of the public and for giving them an opport1mity of offering their views; 
and after taking into account what they have to say in the matter, such 

action l!S is thought necessary and proper would be taken. But in the 
meantime the Darbar desire to liquidate the past debts of the Kheduts 

by advancing loans to each individual Khedut at easy rates of interest, 
i( such liquidation is possible and if the Sowcars are prepared to accept 
the actual principal originally lent plus interest at a moderate and 
equitable rate. Now, therefore, it is considered expedient to order 
as under:-

I. If a majority of the Kheduts and Sowcars of any Mah~l 
of this State jointly apply, expressing a desire to avail of this 
liquidation scheme, the Parbar will be pleased to favourably 

consider such application. 

2. Upon sueh an applicat,ion being made by both the creditors 

and debtors, the Darhar will appoint a Debt Liquidation Committee 

asunder:-

~a) This Committee will consist of two Darhari Officers, of whom 
one will be drawn from the Revenue Department and one 

from the Judicial Department. 
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(b) The creditors of the Mahal, whose outstanding accounts with 
the Kheduts are to he liquidated, will nominate two res

pectable Panch, who will be appointed to the Committee 
as members representing the creditors. 

(c) The Darbari Officers mentioned in sub-clause (a) and the 
Panch on behalf of the creditors mentioned in sub-clause (b) 
will jointly co-opt one or two respectable persons of the 

village in regard to which the work of liquidation is taken 

in hand. 

3. When this Committee will take in hand, the work of 

liquidation in respect of any village, all the creditors and all the 
debtors of that village shall give an undertaking to the Committee 
to the effect that the awards of this Committee shall be binding on 

both the parties. Those, who refuse to do so, will be debarred 
from the benefit of the liquidation scheme. 

4. All debts whether decretal or attested by a bond or other
wise due by all the debtors of every creditor and to all the creditors 

of every Khedut debtor upto the date of the commencement of the 
work by the Committee shall be included in the liquidation scheme 

and unless this is done, the work of liquidation shall not proceed 
any further. 

5. Tills Committee shall, having regard to the statement of 
objects and reasons accompanying the Draft Agriculturists' Relief 

Bill published in the Darbar Gazette, examine accounts in accordance 
with Section 10 of that bill and fix the amount of debt out
standing. 

6. If the total amount, that may be awarded in satisfaction 
of all the debts of any Khedut exceeds a sum three tin1es the 
amount of the annual assessment payable by hinl, then the latter 

sum only shall be rateably distributed among the creditors, and the 
debtor Khedut shall be discharged in respect of the balance 
remammg. 

7. Where the total amount adjudged, under clause 6, to be 
given to the creditors on behalf of the indebted Kheduts is withln 

the limit of a certain anna proportion to be fixed by the Darbar 
of the nominal arrears outstanding in the books of acconnts of the 



KHEDUT DEBT REDEMPTION SCHEME. 61 

creditors, the Darhar shall undertake to disburse such amount · 
' 

and always bearing this limitation in mind, the creditors and the 
debtors, will, the Darbar hope, co-operate in carrying out the work 
of liquidation. 

8. The Committee shall prepare a statement showing the 
names of each individual Khedut debtor together with those of his 
creditors and the amount proposed to be awarded in liquidation 
within the limits prescribed in clauses 6 and 7, and shall then request 
Darbar's sanction to the statement thus prepared. 

9. If this statement is considered as fit to be sanctioned, the 
Darbar will order advances, to be made on behalf of the Kheduts 
concerned, of the sums shown in the statement at a rate of 4 per 
cent. per annum simple interest, and the Committee shall then 
disburse the respective amounts to the creditors, after first obtain
ing a discharge from them. 

10. After liquidation has been effected in pursuance of this 
Resolution, all debts of a date prior to the date ol liquidation shall 
be considered to have been fully paid up and discharged, and no 
suit shall be entertained in any court of this State in respect of any 

such debt. 

ll. For the recovery with interest of the sum, which the 

Darbar may l1we advanced on behalf of any Khedut under clause 9 
for the liquidation of his past debts, the produce of such Khedut 
shall be brought over to the Darbari Khalawad, and, after setting 
apart the State's share that would be due under the Bhagbatai 
system, the Darbar shall first deduct from t,he sale proceeds of such 
slmre, the amounts due on account of the current year's assessment 
according to the Nam fixed as also the Tagavi loans falling due and 
then apply the remaining balance towards payment of the interest 
and principal of the Redemption loan advanced on behalf of the 
Kheduts and this shall be done from year to year until the whole 
of the amount due on account of such loan is recovered in full. 
The Khedut's share of the produce will be left to the Khedut and 
this will enable the Khedut to maintain hin1self with ease. Any 
Khedut, who has a bumper crop aud who desires to reimburse in 
full the loan advanced for liquidation of his past debts, will be free 

to do so. 
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12. Any new point arising during t.he proceedings of the 
Committee appointed for the work of lirJuidation, which cannot be 

elucidated by reference to the provisions of this resolution, slmll be 
referred by the Committee to the Darbar for necessary orders. 

This resolution shall be published in the Darbar Gazelle for the 

information of all concerned. 

St. 1985, Ashwin Sud 2, Friday. 

Dated 4th October, 1929. 

By order of the Council of Administrotion. 

HARGOVIND l\IANISHAN'KER 
Secrr:ta1y. 
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APPENDIX V. 

Regarding the Establishment of Vill((ge Panchoy((fS. 

CouNCIL RESOLUTION No. 226. 

In ordor to interest the people in matters of common well-being 

such as Village-protection, etc., and also to help them to jointly work 

for and solve without outside aid, questions touching their own common 

interest, and also to enable them to manage their O\Vll affairs, the Darbar 

desire to establish Gramya Panchayats in the villages; and for this 

purpose the following tentative rules are propounded :-

1. Where a demand is made by the people of a village for the 

establishment of Gramya Panchayut in their 'illage, the Darbar will 

take necessary steps to do so. 

2. The Village Panchayat, which may t-hus come to be established. 

shall not consist of less than 5 Members, from among the leading 

Members of the Khedut and other sections of the village community, 

who are nominated by the village people as a whole. 

3. In addition to the Members nominated as abo\·e, the Darbari 

Revenue Patel and the lllukhi shall be e:r-<i/ficio Members of the 

Panchayat. But any such 1\Iukhi or Patel is liable to be changed or 

replaced at the instance of the village-people, provided there are valid 

reasons for so doing. 

•1. On the ~xpiry of the term of office of the l\I,•mbers so appointed, 

which is fixed at 3 years, fre:-.h nominations will be mude and at the end 

of each successive 3 years, a new Panehayat wiJI be appointed, from 

among the leading men chosen by the village. 

5. In the event of a yacancy occurring within the period of 3 yt'ars, 

the person, whose name is proposed by the village-people, will be 

appointed to such vacancy. Rut pending su('h appointment, the remain

ing members shall carry on the work of the l,anchayat. 

6. The Panchavat shall han power to employ any person as Talati, 

who is fit to assist ti1em in the work of the Panchayat. But the Darbar 

shall defray the costs of his pay, which shall be fixed with due regard to 

the assessment of the village. Neces.'-iary arrangements will also be made~ 
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if the Panchayat so desire, to loan, for the office of Talati, the services 
of any man of the Revenue Department, who is competent for the work. 

7. The Panchayat shall also have power to appoint the Revenue 
and Police Chowkidars of the village, snbject only to their confirmation 
by the heads of the Departments concerned, and the State shall 

reimburse to the Panchayat, the costs of their pay, according to the 
present scale or the scale that may, from time to time, be prescribed for 
such posts. The Panchayat shall also have power to continue or dis

pense with the services of these village servants. Only their appointment 
is subject to the approval as to fitness of competent authority, as stated 

above. 

8. Pasayatas and others, who hold alienated land on service tenure 
and who are at present under an obligation to render service of some 

kind or other, shall continue to give such service under the control and 
direction of the Panchayat. If any such person makes any default in 
service or is seen to be in complicity with any bad character, and if the 
Panchayat will make a complaint in this behalf, the holding of such 

person will be declared forfeit to the Darbar, who will make arrange
ments to transfer the holding to another suitable person and ensure 

continuity of service to the village, where it is the practice so to do. 

9. Village tanks, wells, roads and such other works of public utility, 
will be under the care and supervision of the Panchayat ; and for the 

maintenance and repairs of these works, the Darbari contribution for 
Abadi shall continue to be added as at present, to any sums which may 
be collected by the village people in this behalf. 

10. The proceedings of the meetings of the Panchayat shall be 
recorded in a book to be maintained for the purpose ; and all members 
present at the meeting shall sign the same. Half the number of the 
members constituting the Panchayat will form a quorum. 

11. The management of all matters, except that of the alienat.,d, 
Bhayat, Mulgiras, Sudharavarad and Rajhak lands, shall be vested 
in the Panchayat, if they so desire. 

12. The administration of all Darbari Khata lands as also of 
alienated lands bearing full or half assessment, at present, in the 
possession of Kheduts, will vest in the Panchayat, who will administer 
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them, as Thandars do, in accordance with the rules and regulations in 
force at present. The Panchayat shall be liable to pay to the Darbar, 
according to instalments prescribed and on due dates, the amount of 
assessment payable under the current settlement or as may be fixed 
hereafter at a revision settlement. But the amount so payable shall be 
increased or decreased, when and according as any new land is leased 
out for cultivation or land paying full assessment is transferred to waste
land or any Sudharavarad or Rajhak land reverts to the State and is 
given over as Darbari assessed land. 

13. When any Darbari Khata holding falls vacant, the Panchayat 
shall have power to auction the same and appropriate the Sukhadi 
amount that may be realized at such auction; but they shall instead be 
liable to pay to the Darbar the average annual Sukhadi amount realized 
during the past 20 years. The Sukhadi of Padtar land rented for 
cultivation shall also be fixed on the same principle ; but the renting of 
such Pad tar land shall be subject to the previous sanction of the Darbar. 

14. The Sudharavarad and other levies payable by the holders of 
Bhayat, Mulgiras, Sudharavarad, Rajhak or other alienated land shall 
continue to be recovered direct by the Darbar as at present. 

15. The land revenue dues shall be payable to the Dar bar according 
to the Pratbandi system at present in force. However, if the Panchayat, 
for their internal convenience, desire any change in the system, they 
will be allowed to make such a change subject to the previous sanction 

of the Darbar. 

16. When in a good or bad year, an anna levy is fLxed for other 

villages of the Mahal, the Panchayat will also be entitled to pay assess

ment according to the Nam fixed for the village. 

17. A statement showing the amounts outstanding in the village 
before the grant of Panchayat shall be prepared and handed over to 
the Panchayat, which shall recover the same as also the arrears accumu

lated in subsequent years, from the excess levy that may be ordered to 
be collected in a good year over and above the assessment. The amount 

so recovered shall be paid to the Dar bar. 

18. Tagavi advances under the existing rules shall continue to be 

given to the Panchayat Village if there is a demand for them. 
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19. It necessity arises to acquire any village land, for Darbar 

purposes, the same shall be acquired under the rules in force at present. 

20. The Panchayat shall continue the practice in force at present, 
with regard to the houses or huts attached to the holding. Mutual 
transfers of houses may also be effected subject to Darbar sanction. 

The Pancha)·at shall report to the VuhiYatdar the disposal by auction 
of such houses or lands or vacant sites for houses and the latter shall 
then send the usual Lekhs for the same. 

21. The Panchayat shall have all the powers conferred under the 

Revenue Code for demanding security from any Darbari Khedut for 
assessment dues, for prohibiting removal of standing crops, for making 
recoveries by attachment of propel'ties, and for forfeiture of Khata 
land, etc. Further all possible help, which may be required in this 

behalf, shall be rendered by the Revenue Department. 

22. The administration of all miscellaneous levies, except the 
Revenue Assessment and the Suklmdi for the Darbari Khata land, shall 
be entrusted to the Gramya Panchayat, subject. to its paying to the 
Darbar ,he annual average amount realized in this behalf during the 

last 20 years, and the Panchayat shall administer these matters in 
accordance with the Revenue Code and the rules and circulars made 
from time to time. The average amount so fixed is payable in good 

and bad years alike. But a statement showing the arrears on this 
account relating to the period before the grant of the Panchayat shall 
be prepared and handed over to the Panchayat, which shall recover 
such arrears and remit them to the Dar bar. 

23. The Darbar shall continue to enjoy, as at present, their prior 
right of recovery, in respect of land revenue dues, and the Panchayat 
shall act in accordance with the existing procedure, in regard to the 
E:'xecution of decrees against Kheduts and others. 

24. The Panchayat shall maintain a book of Betha-khata for the 

management of the Yillage; and at the end of the year, a copy thereof 
shall be made and the original submitted to the Thandar's Office. The 
entries in the book shall be written up under appropriate beads and 
sub-heads, as is the practice in regard to the Betha-kbata book at 

present. The Mahal Office shall supply, on the Panchayat's request 
and at their expense, all the necessary books and registers, such as the 
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Betha-khata book, Rojmel, Ledger, Pahanipatrak, Receipt books, 
etc., and the books, which are stamped at present, sholl continue to be 
so stamped. 

25. The Darbar shall cause the emoluments of Patel, ~Iukhi, as 
well as the Haks of Mulgirasias and others to be paid, through the 
Panchayat, to the parties concerned. 

26. The Panchayat shall have power, after obtaining the previous 
sanction of the Darbar in that behalf, to remove any person from the 

village, if they think it proper so to do, in the interest of the peace and 
general security of the village. 

27. If the Dar bar are properly satisfied with the Panchayat 
administration of any village, the Darbar will take necessary st.eps to 
delegate, to the extent they think proper, to the Panchayat, powers 
under the Civil Procedure Code to hear money suits upto a prescribed 
limit, as also powers under the Cattle Trespass Act and the Indian 

Penal Code, to try petty cases of theft and mischief. 

28. In a village where the rights of ownership and sale have been 
conferred, the Chauth cess payable at the time of transfer of ownership 
and the ground cess payable for acquiring the right of sale, shall continue 

to be recovered direct by the Darbar as at present. 

29. The Darbar shall directly recover, as at present, the Customs 

Duty leviable according to the British Tariff Act, upon goods, which 
having been imported at a foreign port, are brought by land within the 

limits of any village of this State. 

30. Matters relating to opium, salt, excise, arms and ammunition, 
shall continue to be administered by the Darbar, as at present. 

31. The registers and returns of the cattle-pound fees, births, 

deaths, and crops, shall continue to be submitted, as at present by tbe 
Village Patel and Mukhi, who will be held responsible for the same. 

32. Fines and penalties being Darbar revenue, the Paucbayat 
shall remit to the Dar bar any amount collected by way of fine or penalty. 

33. If any Panchayat applies to be relieved of the Panchayat 
administration, the same shall he terminated at the close of the year. 
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34. The Daxhar may suspend any Panchayat, if they think that 
it is not administered according to the existing rules and regulations, 
or if they find the Panchayats unable to carry on. 

35. Every request for any additional convenience and concession 
besides the above, made by the people at the time of appl)~ng for the 
Village Panchayat, shall be duly considered, and the needful done in 
the matter. In brief, the Darbar's earnest wish is that each and every 
village should be enabled to manage its o\m internal affairs. 

The above resolution to be published in the Stale Gazette for the 
information of the public. 

Dated 4th Ocwber 1929. 

By order of the Council of Administration, 

HARGOVI~!) MA1\ISHANKER, 
Secretary. 
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E.ctract from the opening spee.ch of Sir Prabhashanker D. Pattani, 

K.C.I.E., delivered at the opening of the 7th Session of the People's Repr~>

$entatit·e Assembly held at Matibag on the 22nd December 1925. 
-,., 

* * * * * 
"A Committee of experienced officers has been appointed to make a 

departmental enquiry into Agricultural Indebtedness. When the 
enquiry is over, the Council will consider the matter, and if they think 
that, in taking final decisions, the experience of the cultivators and the 
money-lenders will be helpful, they will certainly do the needful in the 

matter. 

In the course of the present enquiry, accurate information is being 
collected from the cultivators and money-lenders having dealings with 
them. The secret of the prevailing harmony between the Ruler and the 
Ruled in the Bhavnagar State is to be found in the fact that the State 
of its own motion is fully alive and attentive to the interests of the 
subjects, and the latter have implicit trust in the good faith of the 

former." 

(2) 

E.ctmct fmm the Minute of Diwan Buhadur Tribhuvand(.s Kalidas 

Trit•edi, Member of the State Council, dated the 22nd July 1929. 

* * * * * 
" I know it full well that the President of the Council believes that 

this evil will not disappear by merely enacting a new Ia wand that belief 
is true to a great extent. The whole question is very complicated. The 
financial relations of the lender and borrower-a very delicate matter 
always-are involved therein. Kheduts do need the help of money
lenders every now and then. The money-lender is a vital and indis
pensable factor in the village economy and the Darbar cannot 
replace him. In this dilemma, I believe, the best course would be to 
take such steps as are indicated by the needs of the situation, ultimately 
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with a view to restore both parties to their former position of mutual 

trust and service, without eA-ploitation on the one side and victimiza

tion on the: otht>r. 1\IoreO\·er, we cannot connive at and condone the 

practices brought to light during the Committees inquiry. If that be 
allowed, the eom.litions of the Kheduts would soon worsen and economic 

ruin on~rtake the whole class, which 'vould again react on the money

lenders themselves and involve them in heavy losses. 

"This is fully realized by the money-lenders or at least by the 
better and more far-seeing section of them, and that is why they haw 

come to see and acknowledge the necessity of some restrictive legislation,. 

which would stop the present unchecked exploitation of the Khedut 
classes. Of course, I do not mean that we should remain content with 

merely enacting a law. Considering all the circumstances, the money

lenders, the Kheduts, and all are agreed as to the urgency of some action 

being taken." 

In this connection the President of the Council had a good deal of 
discussion with the Members of the Committee, as a result of which 
certain conclusions have been formed. They are as follows:-

"Where it is possible, endeavours should be made to liquidate the 

past debts of the Kheduts, and for this the co-operation of the money
lendeisshould be enlisted. 

"Where in future suits are filed against Kheduts, the law should 
be so amended as to enable the courts to examine the whole history of 

the transactions, out of which the suit has arisen, in order to find out the 

additions by way of interest and premium and the manipulations m 

accounts, and finally to make an equitable award fair to both sides. 

" Of the measures, the first, though feasible, can only be adopte<l 
m practice if the money-lenders are agreeable. In such wholesale 
liquidation, it is not possible to a ward the full amounts shown as due 

according to the accounts of the money-lenders. Simple interest at 12 
percent. per annum should be calculated on the amount actually lent, and 

payments on account should first be appropriated to the interest accrued 
due ; and then the balance remaining together with interest not exceeding 
the amount of the unpaid principal could with propriety be a warded 

to the Sowcar. In order to examine the history of all transactions from 
the commencement, a Committee should be formed of two Darbari 
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Officers. two Panch of the Mahal and two Panch of the villal(c. The 
lines on which the Committee should carry on their work are l;id ·down 

in Exhibit I, and the Kheduts' redemption from indebtedness can onlv 

be achieved, if the money-lenders co-operate and a~sist in adju~tmen;., 
at the rate of four annas in the n1pee of total nominal arrears aceording 
to their books of account. This would restore the Kheduts' old relations 
with the money-lenders. The amount required for the liquidation of the 
Kheduts' debts may be advanced as a loan by the Darbar at the rate of 

4 per cent. interest, and the recovery of the same may be effected by 
enforcing the scheme shown in Exhibit I, and this will not cause any 
hardship to the Kherlut, especially as the rate of interest charged will 
be so moderate." 

* • * * * 

3 

E.rfract from t!te optming speech of Sir Prabhashanker de!il'ered at 
the lOth Session of the People's Representalil'e Assembly held at Matibag 

on the 14th November 1929. 

* • * * * 
" His highness, t.hough a minor, desires that the burden of debt 

on his cultivators should be lightened as much as possible, before he 

ascends the Gadi. That is the reason that has prompted the Darbar to 

pass orders to write off, during the current. year, between 19 and :W lacs 
of the arrears of revenues. At the same time, an enquiry is afoot into 
Agricultural Indebtedness to merchants, and arrangements have been 
made, which will ensure that, while relief is afforded to farmers against 

illegal mercantile exactions, the legal and legitimate dues will be paid 
to merchants. It is hoped that the farmers and merchants will realize 

that their true interest lies in whole-heartedly falling in with the scheme. 

During the enquiry it was found that over 50 pE>r cent. of the farmers of 
this State have been very honest and have no arreras of land revenue 
to pay to the Darbar nor have they blindly incurred private debt. This 

is a matter of congratulation. As for the remainder, it should be re
membered that those who rely on external help are apt to lose their honesty 

and ultimately they may lose their status as farmers as well. While 

remissions are being given to those in debt to the Darbar, I, for one, 
feel that those who are free from Darbar debt, should be rewarded 
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for their honesty and industry; and so orders are being passed that in 
the case of those farmers, who are free from debt, any suspension of 
revenue ordered during the current lean year, should be remitted alto

gether as a reward for fair dealing. 

"While the Darbar are writing off from 19 to 20 lacs of the farmers' 
debt, it is felt that the Darbar's generosity would not by itself be sufficient 

to save the farmers unless the question of their private indebtedness 
was thoroughly gone into, and unless relief was afforded to them against 

the usurious practices and falsification of accounts on the part of some 
of the money-lenders. 

"This was the conclusion arrived at by the Committee appointed 

to enquire into Agricultural Indebtedness. As a result of this enquiry, 
I went with my colleague, Diwan Bahadur Tribhuvandasbhai to Gadhada, 
to induce the merchants to accept, by private negotiations, a fair sum 

in amicable settlement of their loans; we proposed that the Darbar 
should examine their individual accounts and should allow them a fair 
rate of interest and so long as the sum due to them with interest did not 

amount to more than twice the amount of the original loan, the Darbar 
were prepared to give such sum as a loan to the farmers to fully liquidate 

their debt to the merchants. Owing to the obstinacy of the merchants 
the negotiations proved abortive. An act, therefore, to give relief to 
farmers against private indebtedness has been framed and published as a 
Bill in the State Gazette. The scheme proposed is beneficial t,o both 

parties, if blind self-interest does not come in the way. The Darbar 
are even now prepared to liquidate the farmers' debts to merchants on 
the above lines, if the latter are so willing. If this cannot be, the new 

law will come into operation and justice will be meted out to both sides in 
accordance with its provisions. 

" Ewn after the great relief thus afforded to the cultivators from 
Darbar and private indebtedness, I fear the same conditions will recur 
in course of time unless the cultivators will learn economy, and unless 
a scheme can be devised which will enable them to meet their liabilities 

without incurring further debt. It, therefore, becomes the duty of the 
Darbar-and I invite the co-operation of the merchants-to find out a 
way by which the whole village community can live in peace and manage 
their own village affairs. 



EXTRACTS FROM: OFFICIAL SPEECHES
1 

ETC. 73 

"Thus and thus only can the soeds of self-reliance and mutual 
eo-operation be sown. With this end in view a Bill for the grant of 
Village Panchayats has been published. This legislation, it is hoped, 
will be of benefit all round. The cultivators and merchants will both 
work together. This scheme very nearly approaches full self-govern
ment of villages. 

" It is the desire of the Darbar to see as many Village Panchayats 
;,stablished as possible, and that- is the reason for framing the new rules. 
Any village asking for the establishment of a Village Panchayat under 
these rules will get it. A Panchayat has already been established in 
Hanoi during the current year. I have been promising for the last 
Jive years that Panchayats will be established in those villages, which 
ask for it under a constitution framed by the village itself and approved 

by the Darbar. Finding that the people did not take advantage of the 
offer, the Darbar have framed the rules themselves. 

"Complaints that the Darbar do not wish the people to manage 
their own affairs are groundless. The Darbar are giving the people a 
free hand to have a Panchayat based on condit-ions they themselves 
ask for, and wish that they would take advantage of the liberal offer. I 

hope the response will be adequate. 

"It is not my order but my request to the Vahivatdars and Thandars 
to persuade the people to establish at least two Panchayats in each Mahal 
and Thana respectively.* They should assist the people, where necessary, 

and make these Panchayats such conspicuous successes that other villages 
may be tempt;,d to come forward and ask for them. The encouragement 
-of the movement and making it a success will be considered as one of the 
criteria of good service when promotions are to be given in the future. 

"All these three measures have been adopted simultaneously so 
that their cumulative effect may render the life of the farmers, who 
comprise 75 per cent. of the population of the State, more happy and 
contented; other results will be that the monetary relations of the 

merchants with the cultivators will become purer and more secure and 

village life will become rosier. 

"I invite the co-operation of the cultivators and merchants to 

bring about this happy state of affairs." 

• Some 18 Pauchayats are now in operation. 
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APPENDIX VII. 

Correspondence. 

(1) 

Copy of a letter from Vinayak Kandshanker Mehta, Esqr., I.C.S., 

Secretary, Government, United Provinces, dated Lncknow, January 

20th, 1932. 

MY DEAR SIR PRABHASHANKERBHAI, 

LUCKNOW, 

January 20th, 1932. 

I understand that you as President of the State Council were taking 
comprehensive action in connection with reducing the burden of debt 
on your tenants. I wrote to Mr. Bhaskerrao, requesting him, if possible, 

to send for my primte use a copy of the Committee's report. I believe 
he will be obtaining your orders in this connection. 'Yhat I am very 
am.:ious to ln1ow is that after the State in its beneficent activity has 

succeeded in getting the debt compounded and compromised for a smaller 
sum and paid off, what precaution is it going to take to prevent the 

flood of indebtedness rolling back on the Khedut ! "' e require some 
kind of dyke to prevent this ; otherwise it will be love's labour lost, a 

kind of Seisyphean waste of effort. Are you going to do so met bing to 
re-mould the cultivator and make him through the village Community 
an individual proof against thoughtlessness, thriftlessness and immune

against facile facility of running into debt ! Are you going to do some· 
thing to change his social customs which will prevent him running into 
extravagance ! Are you going to provide him with seasonal doses 
of credit so that he should not be thirsty when he should be in need of 
financial assistance ! I would very much like to know what a sage 

counsellor is going to do in an important State of Kathiawar. We have 
our schemes, but the difficulty of modern democracy is " Nobody see& 
beyond his nose, and takes care to spend timely money ". "l1ile in a 
State of unified control, a far·reaching step can be taken just as Stein 

did in Prussia in tl1e beginning of the nineteenth century. If you are 
at all free, I shall be very much obliged to receive from you some 



CORRESPONDENCE. 75 

communication on the lines on which the cultivator is going to have a 
fuller and freer existence. Please treat this as personal communication. 

With kindest regards, 

Yours sincerely, 

(Sd.) VINAYAK N. l\IEHTA. 

Sir Prabhashanker Patb.ni, K.C.I.E., 
President, State Council, 

Bhavnagar, Kathiawar. 

(2) 

Copy of the reply sent by Sir Prabhashanker D. Pattani, K.C.I.E., 
President of the State Cmmcil, to nlr. l\Iehta's above letter. 

BHAVNAGAR. 

February, 1932. 

l\1 y DEAR liiR. l\IEHT A, 

I was in due receipt of your letter dated January 20th, but I 

regret that in the press of more urgent work, I have not been able to 
reply to it earlier. 

I take it, you have hy now received the Committee's Report as 
also the Evidence Volume, which l\Ir. Bhaskerrao tells me, he l1as for
warded to you. The sanetioned Scheme for the Redemption of the 

Indebted Peasantry is attached as Appendix VIII to the Report Volume. 

So far we have redeemed five Tappas or Peta i\Iahals paying an 
amaual assessment of Rs. 4,86,658-0-0. The total nominal debt of the 
Kheduts of these Tappas amounted toRs. 14,19,378-0-0 which has been 
compounded by paying a total sum of Rs'. 3,67,991-0-0. You will rearlily 
understand that the nucleus of t.he original sum borrowed is seldom very 
large and the swollen figures of indebtedness are mostly made up of 
additions by way of interest, premia and numerous other charges, which 
the Sowcars' ingenuity, sharpened by greed, is so fertile in inventing 

Further, the loan advanced for redemption has necessarily to he limited 
according to the capacity and solvency of the Khedut concerned. But 
there is little doubt, as mentioned in the concluding chapter of the Report, 



76 APPENDIX VII. 

that the Sowcar under the Scheme is enabled to recover in cash and in 
one stroke far more than he could, if left to his own devices, have hoped 
to collect in a number of years from his Khedut customers suffering from 

chronic indebtedness. But this is by the way. 

It is a very pertinent query which you raise when you enquire, as 

to how to prevent the redeemed Khedut from again relapsing into the 
slough of indebtedness, after he has beeu once rescued therefrom. 

The answer in a way is indirectly suggested in your own brief but very 
interesting and thought-provoking letter when you ask: "Are you 
going to do something to remould the cultivator and make him through 

the village commlmity, an individual proof against tl10ughtlessness, 
thriftlessness and immune against facile facility of running into debt?" 

But is the uncertainty regarding the future to be made an excuse 

for total inaction or for postponing action indefinitely, in regard to a 
problem, which, in all conscience, is grave enough and is daily getting 

worse and worse ? A beginning has to be made som.etime somewhere 
and that sooner the better, the risks of the future notwithstanding. 

But naturally we should be incapacitated for making any move at all, 
so long as we thought only of the risks involved in the future and kept 
saying to ourselves, ' there is a lion in the path', making that an excuse for 

inaction. But it is forgotten that the price that may have to be paid for total 
inaction may be ultin1ately much greater. At least, I for one apprehend 

that if the needed action is delayed too long, it might precipitate a grave 
agrarian situation, whose premonitory symptoms are already too 

visible. Such desperate and heroic remedies are suggested as total 
repudiation of all debts or the setting up of Village Banlrruptcy Courts 

making it easy for the Khedut to be declared an insolvent. This might 
seem like Gutting the Gordian Knot, but what will be the moral reactions 
on the Khedut society of such hasty and ill-considered remedies, practi

cally disowning all legal and moral responsibility involved in past 
indebtedness, nobody seems to have thought of. 

No system, which the wit of man can devise, will be fool-proof 
and knave-proof, and of course there will be always Kheduts ready to 

incur debts and unscrupulous Sowcars, too willing to exploit them by 
advancing money and entangling them in fresh usurious transactions. 
But some protection against such future victimisation is sought to be 
given by the Khedut Protection Act, which has been enacted simulta· 

neously with the passing of the Debt Redemption Scheme, and this 
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A.ct you will find printed as Appendix VI of the Report Volume. But 
•ll Sowcars are not bad, nor can they all be altogether ousted and their 
place taken by some other agency. At one time these very Sowcars 
played a very useful and helpful part in the village oconomy; and is it 
~oo much to hope that with the Kheduts once freed from debts, some at 
least of the Sowcars would resume their old connection with them 

' 
charging moderate rates of interest., and that simultaneously the old 
nexus of personal touch and sympathy between the two classes would be 

restored. 

But of course the best and most effective guarantee for safe-guarding 

the future lies in the growth of an alround healthy and self-sufficient 
village community as suggested in your letter. The germs of such a 
community are sought to be planted here by the extension of the Village 
Panchayat Scheme which is embodied in Appendix IX to the Report. 
I recogniBe that indebtedness after all is a symptom, whose treatment 
alone is not sufficient and any permanent hope of rehabilitating the village 
life lies in the establishment of a community, which will not only be 
economically strong, but where the prevailing public opinion will provide 
an effective moral check against thoughtlessness and thriftlessness and 

the too ready tendency to run into debts. What is hoped to be achieved 
through these Panchayats is mq>lained at some length in the last chapter 

of the Report. 

But the full development of such a Panchayat must, in the very 
nature of things, be a very slow process. 1\Iea.nwhile we must remain 
content with such palliatives, as may be provided by the advance on a 
liberal scale of State Tagavi, and the extension of the Co-operative 
Credit Societies. These two between them will finance all reasonable 

•gricultural needs of the Khedut and make him independent of the 

Bowcar. 

It has been long recognised that the chief stumbling block to the 

success and progress of the C<roperative movement is the burden of past 
debts, and where, in total disregard of this handicap, an attempt has 
been made to unduly push forward the movement, it has generally ended 
in failure. It has been noticed that if the borrowing cultivator, while 
still continuing in the clutches of the Sow cars, also becomes a member of a 
Credit Society, he alternately resorts to the Sowcar and the Society to 
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pay off in turn the debt. due to one or the other. He may thus be able 
to put off the evil day for some time, but meanwhile there is little doubt 

that his economic condition has worsened and not improved. Altogether 

I have little doubt that any Seheme aiming at the economic betterment 
of the Kheduts must include in its purview, and that, as a first step, the 
redemption of old debts; for while the dead weight of old debt hangs like 
a millstone round the cultivator's neck, it is impossible that he can make 

any progress. 

Argwnents by analogy are often misleading, but, as you know, 

it has come to be increasingly recognised that if the world is to he cured 
of the universal economic malaise which has overtaken it and a fresh 

start made possible, it can only be done by first removing the intolerable 

burden of reparations and War debts. In a smaller way this also applies 
in the case of a poor debt-depressed and all but insolvent class like the 

Indian Khedut. 

I admit, the present attempt to effect a wholesale redemption 

of all the cultivators of the State is unique and uncommon, and there 
is necessarily some risk involved in the attempt. But all things considered, 

the risk, I am honestly persuaded, is well worth taking and we have taken 
the bold step in the hope of success. 

Yours sincerely, 

(Sd.) P. D. PATTANI. 

P. 8. 

I would add that one immediate good result of the liquidation 

of old debts has been better and easier recoveries of the land revenue 
in the five Tappas redeemed. The cultivators of these Tappas, being 
freed from the pressure of indebtedness, have willingly agreed to pay 
this year, the full unit of the current assessment and also a little more 

towards past arrears, while in other parts where the conditions in regard 

to the character of the rainy season and general crop-yield are not dissi
milar, the recoveries will fall short by 4 to 6 annas, because the incubus 
of past indebtedness still remains to be removed from the cultivators 

there, and large amounts will have to be suspended and carried over as 
arrears. 
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The original debts compounded so far as stated in the letter, approxi
mately came to Rs. l4 to 15 lacs, and on this amount the cultivators 
would have had to pay annual1y, in interest charges alone, anything 
between 3 to 4 lacs, cakulating interest at the rate of 25pcrcent. which 
is unfortunately the ordinary rate levied, though harder cases in which 
the Sowcar doubles and even trebles the original sum advanced in the· 
course of a single year, by various ingenious devices are fairly numerous. 
In brief the Kheduts have had their huge outstandings compounded and 
paid off by an amount, which is not more than one year's interest charge 
to which they were subjected for these arrears. 

VINAYAK N. 1\IEHTA, Esqr., I.C.S., 

Lu.('knmv. 

(3) 

(Sd.) P.D.P. 

Reply se-nt by Sir Prabhashanker, President of the State Council, to 

V. N. Mehta, Esqr., I. C. S., Ret•e-m~e illinister to the Government of Jammu 

and /(askmere's letter inquir1:ng about the progress rnade with the Redem.p!'ion 
Scheme since lte wrote his last letter.* 

BHAVNAGAR, 

jUy DEAR MR. VINAYAK MEHTA, 
2ith Februory 1933. 

I was in due receipt of your letter dated the 2nd instant. I regret 
I have not been able to reply to it earlier owing to my absence in Delhi 
whence I returned to Bhavnagar only five days ago. 

I am glad the Bhavnagar Scheme still continues to interest you. 
I enclose herewith an extract from the Administration Report of the 
Revenue Department for St. 1988 and the same will give you in a brief 
compass an idea of the progress made in the extension of the Scheme upto 
the end of October, 19:32. In the few months that have elapseu since 
then, three more Tappas or Peta-)Iahals have been tackled, and to cope 
with the increasing demand for extension of the Scheme, the Committees 
have now been increase(! to si.x, and if we continue to progress at the 
present rate, we hope to be able to finish the rest of the State in about a 

year or so from now. 

It is' yet too early to judge of the beneficent effects of the Scheme. 
But as I have told you in my last letter, the Scheme has certainly resulted 

') Vide Ap11endix Vll (1). 
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in easier and better recoveries. The redeemed state of the peasantry 
combined with the right of sale of their holdings newly granted on the 

occasion of the installation of His Highness the Maharaja Saheb, which 
has gi,·en them a sense of proprietorship, has enabled the State to recover 

even in areas, where the season has been below normal, the full unit of 
assessment and also a little more towards arrears. 

Another favourable result noticed in the areas that have come 
under the operation of the Scheme is that where formerly the Khedut 

was a mere listless and indifferent cultivator owing to the ever-present 
fear of his creditor attaching his harvested crops, he is now seen to put 

more heart and industry in his work owing to the sense of greater security 
and relief brought about by the removal of the burden of past debts. 

We are trying as far as we can to keep a look-out as to whether 
the redeemed Kheduts recklessly incur any fresh debts. So far no 

marked tendency in that direction has been noticed, except for a few 
stray cases here and there. Of course, a certain percentage of the 
redeemed Kheduts will again relapse in the old indebted condition after 

a few years. But it is not too much to hope that the warning of 
bitter past experience will act as an effective deterrent in the case of the 

larger number against their repeating their past improvident practices. 
However, it is rather premature to forecast the future which must to a 
certain extent always remain uncertain. 

I am glad you intend doing something to afford relief to the 
agriculturists suffering from chronic indebtedness, but I am not sure if 
compulsion is the right way to go about it. No doubt conditions in 

Kashmere are not exactly similar to those of Kathiawar and Gujarat, 
but the problem of agricultural indebtedness, even allowing for local 
differences, is fundamentally the same all over the country, and if my 

experience on the matter is any authority I should say that mutual 
agreement and co-operation between the lender and the borrower is 
necessary for the permanent solution of the problem, while compulsion. 

may not prove equally fruitful of success, if indeed it may not leave an. 
after·taste of bad feeling and bad blood, which may lead to future 
trouble between the two classes. 

V. N. MEHTA, Esqr., r.c.s., 

KASHMERE. 
} Yours sincerely, 

(Sd.) P. D. PATTANI. 
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(4) 

Reply sent by Sir P. D. Pattani to G. K. Devadhar, Esq., M.A., C.I.E., 
of the Servants of India Society, Poona'sletter, a$kingfor the former's views 

in regard to relief of Agricultural Debt, in connection with the Travancore 

Co-operative Inquiry Commiuee, of whieh the latter has been appointeiL 
President. 

BHAVNAGAR, 

MY DEAR MR. DEVADHAR, 
29th September, 1933. 

I am in due receipt of both your letters, respectively, dated 
15th and 19th instant, as also the very detailed and comprehensive 
questionnaire enclosed with your second letter. 

You have kindly put a red pencil mark against the questions, which 
you expect me to answer. But Question 155 presupposes a knowledge 
of the provisions of the Tra~ancore Civil Procedure Code and Q. 156, 
a knowledge of the functions and financial standing of the Trivendrum 
Central Co-operative Bank, of both of which I am quite innocent. 
Similarly Q. 154, relating to the extent of rural indebtedness, demands 
a previous acquaintance with local conditions. The only question, 
therefore, to which I could attempt an answer is Q. 153, though here 
too, the absence of experience with local conditions must detract from 
any opinion, I might offer with regard to the need or justification for a 
scheme of Debt Redemption. I take it that in using the phrase ' Rural 
Indebtedness' you have in your mind principally the question of 
redemption of agricultural indebtedness. Further, though Travancore 
is a far-cry from Bhavnagar, I will assume that, apart from any local 
peculiarities, this problem of agricultural indebtedness has in its broad 
aspects many common features all over India, since the problem has its 
origin in more or less similar conditions obtaining in a predominantly 
agricultural country like ours. I am fortified in this opinion by the 
findings of the Central Banking Inquiry Committee, of which you must 

be well aware. 

No i\'dustry can thrive without proper financing, and since agri
culture is the largest indust,ry in the country, its financing should be tl1e 
first care of everyone interested in village uplift. But no scheme of 
agricultural financing can be complete, wl1ich fails to enYi.sage the 
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problem of old debts, which bear usurious rates of interest-anything 

from 10 to 300 per cent. and even more as found by the Banking 
Inquiry Committee. While this dead-weight hangs round the Kheduts' 
neck, it is impossible he can have any interest in his work, and if he were 

less fatalistic and conserntive than he is, he would not have been able 
to carry on, as he has uptil now. But if he has carried on, it is only as a 
listless and indifferent cultivator, who has no heart in his business. 

But I thought the urgent need of debt redemption was hardly an 
arguable point. Everybody admits the extent and intensity of agri

cultural debt, and still if one fights shy of undertaking redemption, it is 
because of the magnitude of the problem and the huge financial outlay 

invoked. 

I am no psycho-analyst; but it is no uncommon eKperience to find 

that, when one is either unable or unwilling to do a thing, which is 

otherwise worth doing, one does not always confess one's inability, but 

by a curious psychological process, one is often apt to deceive one's self 
into the belief that the thing is after all not worth doing at all, or the 

time is not opportune for doing it. At times, I feel that a similar mental 
process, though not distinctly recognized, is behind the non-possumus 
attitude adopted towards the problem of rural debt redemption. While 

the sub-conscious mind admits the necessity of debt redemption, the 
conscious mind is frightened by the seeming impossibility of the task 
and proceeds to justify to itself its attitude of inaction and hesitancy 

either by denying the problem altogether or belittling its seriousness, or 
again by conjuring up a picture of the same conditions being reproduced 

in a few years after the old debts have been once redeemed. 

Another result of not going to t!Je heart of the problem and only 
keeping beating about the bush is to get side-tracked in sponsoring 

schemes of cheap and easy credit forgetting the heritage of old debts 
from the past. So, where in disregard of past indebtedness, attempts 
are made to unduly push forward Co-operative Banks or other Schemes 

intended to provide easy credit, they have not attained the measure of 
success expected, if indeed they have not totally failed. Any ,Yternative 
scheme of providing necessary credit can have only a fair chance of 

success, after the problem of old debts has been successfully tackled 
once and for all. 
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The questiOn whether there is real need and justification for debt 
redemption, may be met by the counter-query, whether, if redemption 
is not undertaken by an intermediate agency, the indeb+,ed Khedut can 
repay and discharge his accumulated debts from the narrow surplus of 
his agricultural income, in a reasonable period of time, and if he carmot 
as everybody will easily grant he cannot, where is the use of the creditor 
insisting on full payment which he !mows or with the exercise of a lit.tle 
imagination ought to know~ he cannot realise? The situation in some 
parts has become so acute that the suggestion has been made in some 
quarters, that " the only method by which agriculturists might be saved 
from utter ruin was to allow them to repudiate all their debt obligations." 
The words in the inverted commas are quoted from a lecture delivered 
last year before the Calcutta University Institute by Mr. Kaliniranjan 
Sarkar, President, Bengal National Chamber of Commerce and who was 

also, if I mistake not, a member of the Central Banking In•1uiry 
Committee. The method of total repudiation needs only to be 

mentioned to be rejected all at once; for the remedy would prove worse 
than the evil from the standpoint of both the debtor as well as the 
creditor. But at the same time it must be recognised that the debtor 
after all cannot pay more than his capacity would allow, and the sooner 

the creditor realises it., the better for him, no less than for the debtor. 
For while the stalemate of the debtor not paying anything and the 
creditor not receiving anything toward the arrears, continues, it cannot 
be to the advantage of either side, if indeed not positively injurious to 
the interests of both, and the best thing woulcl be to end the stalemate 
by mutual adjustments and meeting naif-way, if grave trouble is to be 
avoided in the future. Mr. Sarkar, in my humble view, did not exag
gerate, when in the concluding part of Ills lecture referred to above, he 
observed that " the menacing position of the overwhelmingly indebted 
agriculturists now reduced to extreme destitution demanded immediate 
action for averting an almost catacl)'snllc disaster that might eventually 

overtake the whole cmmtry through an agrarian upheaval inspired by 

utmost desperation." 

If tlie need for redemption is once conceded, the next question is 
how to go about the thing. Of course, there can be no qttestion of 
repaying in full all the nominal ontstandings claimed by the Sowc~r. 
In most cases the nucleus of original advance is small and the swo1len 
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figures consist mo3tly of accumulations of interest, commission, premiHo, 
etc. Further any sum advanced in composition of old debts must be 
determined with due regard to the capacity and credit of the indebted 

peasant who is all but insolvent. In the Bhavnagar Scheme, the sum 
to be paid in redemption of the debt of an individual Khedut.,it has been 

laid down, should not exceed an amount equal to three times the annual 

assessment payable by him. 

If redemption is decided upon, the present, I think, is the most pro

pitious time for Uildertaking the task. The margin of agricultural profits 
from which the individual Khedut could hope to make payment towards 

interest and principal is greatly reduced owing to the prevalent economic 
depression especially in prices of agricultural commodities, and the 

creditors unable to make any recoveries on their own, would be in a 
more amenable mood to agree to the scheme of composition which holds 
out immediate prospects of cash payments. Further with reduced 

land values and low commodity prices, it would be safer to correctly 
appraise and calculate the credit and capacity of the indebted Khedut 

for repayment of the redemption loan without the risk of such calculation 
subsequently proving erroneous, than would be the case in a period 

of boom, when land values and prices are inflated, leading to an exag
gerated view being taken of the Khedut's margin of profits from which 
theKhedutwastopaythe redemption loan. If the advances required are 

not forthcoming from the State itself, the necessary funds in these times 
when so much cheap and fluid money is going about seeking investment 
could be easily raised at low rates of interest, by properly organised 
Land-mortgage Banks or similar organisations. 

Of course, it would be hazardous to make any forecast regarding 
the future after the wholesale redemption has been once effected. Our 

experience in Bhavnagar is of far too short a duration, to base any 
generalisations upon. But the very fact that the Khedut is free from 
the load of old debts should improve his credit and enable him to obtain 
advances on easier terms, should he require them. From the way your 

questionnaire has been framed, the co-operative movement would 
seem to have been fairly advanced in the Travancore State, and the 
movement would be consolidated and be more capable of rendering 

useful service to its Khedut constituents, when once they are freed from 
their old debt. 
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We, in Bhavnagar, are carefully watching the after-effects of the 
wholesale redemption of the Kheduts' debts. So far there has not been 
noticed any marked tendency to incur fresh debts in the redeemed 
Mahals although nearly three years and more have elapsed in some 
cases. But we may grant that a certain percentage of the redeemed 
Kheduts will again relapse in the old condition of indebtedness after a 
few years. But I expect that the warning of bitter past experience will 
in the majority of cases act as an effective deterrent against the Kheduts 
repeating their past improvident practices. Of course, the best and most 
effective safeguard against thriftlessness and the too ready tendency 
to incur debts would be the growth of a healthy public opinion in the 
village community itself discoumging the Kheduts from incurring debts 

beyond their ability. But granted that the future is uncertain, that, 
I submit, should not be made an excuse for not undertaking or delaying 
action, whose necessity is otherwise plainly indicated. At any rate, 
I have found from my limited experience here, that the State certainly 
stands to benefit greatly by making its peasantry debt-free. 

For apart from the experiment creating a debt-free and cont@ted 
peasantry, it results in better and easier recovery of Land Revenue, 
which would not otherwise be the case in these days of abnormally low 
prices. I have further found that in places Kheduts have willingly 
deposited in advance large sums to set off against the loans to be 

advanced to them in discharge of their debts even before the compound
ing loan has been paid to the Sowcar concerned. This shows that this 
attempt to make them debt-free is not entirely unappreciated by the 

Kheduts. 

Though, as stated above, I do not feel qualified to answer Q. 154, 
I would just add a word of warning against making any conjectural 
estimate of the extent of rural indebtedness, especially if such estimate 

is to be later made the basis of undertaking a liquidation scheme. It is 
no doubt a laborious and exhausting piece of work to collect figures of 
individual indebtedness, but I think, the labour is worth taking, if 
reliable data are to be made available. As you are aware, the 
Bhavnagar Redemption Scheme has been evolved as a result of the 

preliminary investigation of the Khedut Debt Inquiry Committee. 
This Committee took great pains to collect figures of debts of each 
individual Khedut. But when the Redemption Scheme came to be 
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applied, these figures have been found to be very wide of the mark by 
anything from 25 to 50 per cent. No doubt an interval of 3 to 4 years 

has elapsed between the firnt inquiry and the application of the new 
srheme. But even allowing for any fresh accumulations of debts in the 

intervening years the discrepancy is much too large to be explained by 
the mere time factor and it. is suspected that at the original inquiry~ a 

large number of Kheduts either kept silent altogether or understated 
the amount of theit indebtedness out of a sense of prestige or fur fear 

of losing credit and social status or some other motive not easy to fathom. 

So I hope you would please avoid any mere guess-work in the matter 

of gauging the extent of n1ral indebtedness even where such guesses 

are made by men who think they are in intimate touch with local 

conditions and are, therefore, entitled to hazard a guess. 

I do hope, you will be seen restored to your usual vigorous self and 
thus be enabled to resume the threads of this important public work in 

the beginning of November next, as you eagerly look forward to doing. 

Yours sincerely, 

(Sd.) P. D. PATTAXI. 

P.S.-As reinforcing the views expressed above, I take the following 

from a letter under the heading 'Indebtedness of peasantry ' appearing 
at page 14 in the Times of India of September 27th: 

"Next to education, the most acute problem of rural economy is as 
to how to remove the bonds of rural indebtedness that shackle Indian 
agriculture. It is said that "the Indian Agriculturist is born in debt, 

lives in debt. and dies in debt." Thus the redemption of debt is a funda
mental condition precedent to the launching of any scheme of rural 

upliftment. There can be no denying the fact, therefore, that the 
further delay of village reconstruction or even the adoption of lukewarm 

measures would admittedly bring about a disorder and anarchy of a 
more dangerous character than those emanated from bread riots of the 
urban unemployment." 

(3d.) P. D. P. 

G. lC DEVADliAR, EsQ. 
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(5) 

Letter receired by Sir. P. D. Pallani from Mr. G. K. Devadhar, gi,·ing 

impressions of his Vl:sit to Blwrnagar to pe-rsonally stutly on the 
spot the working of the Debt Redemption Scheme. 

THE TRA VANCORE CO-OPERATIVE ENQUIRY CmDIITTEE. 

To 

P.resid e.nt : 

G. K. DEVADHAR, M.A., C.I.E., 
PRESIDENT OF THE SERVANTs oF INDIA SoCIETY, PooNA, 

Cfo BHATIA MATERNITY HosPITAL, 

BAZAR GATE STREET, FoRT. 

BoMBAY, 14th Aprill934. 

SIR PRABHASHANKER D. PATTANI, K.C.I.E., 
PRESIDENT oF THE CouNCIL OF ADMINISTRATION, 

BHAVNAGAR STATE, 

BHAVNAGAR. 

MY DEAR SIR PRABHASHANKER, 

It was such a great pleasure to me to be enabled to pay the long 
promised visit to Bhav·nagar, the place which is really made by you in 

regard to its modern aspects and which have been largely the result 
of your inspiring and organising genius, which had to combine wit.h 

it a good deal of the necessary fighing spirit, tenacity, ultimate faith 

in humanity and in higher ideals. 

2. l'ffy visit to your progressive st.ate which is one of the most 

thriving and prosperous states in advancing Ind:a, has been an eye-opener 

to me, and the very pleasing impressions that I ha\·e received and brought 

here back with me will be of an abiding nature. 

3. I have been trying to digest t.he very interesting and engrossing 
details of the Scheme of Redemption of the Agricullural (but not rural) 

Indebtedness, which your Darbar has so boldly and so far so successfully 
carried out. My visits on two separate days to Talaja and Timhi have 
really enabled me to form a true and realistic idea of the great work, 
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which your State under the able direction of your-self and the loyal 
officers and colleagues of yours has been able to achieve during the 
last three years or so. It is so complicated that it would not be wrong 

if I say that I would take sometime to formulate my own definite views. 
But this much I can say at once that it is not only thought-provoking 

but also an action-compelling experiment very boldly undertaken and 
most practically and successfully carried out. I have nearly finished 
the reading of the final draft of the report intended to supply up-to-date 

figures and facts, but these have not yet been included in the report 
drafted by Mr. Natwarlal. I will send you a copy of my letter to him 
after I complete its perusal. 

* * * * 
6. I hope to meet you in June in Poona for a further discussion 

on the subject of your Scheme with the Members of the Servants of 
India Society in Poona when most of them would be present there for 
the anniversary of the foundation of the Society. 

(G) 

With the kindest regards, 

I remain, 

Yours sincerely, 

(Sd). G. K. DEVADHAR, 
M.A., C.I.E., 

President. 

Reply sent by Sir P. D. Pal/ani w Mr. G. R. Pillai, B.A., B.L., Personal 

Assistant to the Registrar of Co-operative Societies, Travancore's letter 

dated the 23rd Ocwber 1933. 

Dated 4th November 1933. 

MY DEAR MR. PILLA!, 

Many thanks for your kind letter dated 23rd .ultimo, and for the 
appreciati,·e sentiments expressed therein for what little Bhavnagar 

has been doing on behalf of its peasantry. You will be glad to know 
that the scheme of wholesale redemption of agricultural indebtedness 

launched some three years ago has made considerable progress, and the 



CORRESPONDENCE. 

few Tappas, i.e., subdistricts, that remain to be brought under the 
<Jperation of the scheme, 'Vill have been finished by about the end of 
l\Iarch 1934. 

I entirely agree that co-operation has been far from being an un
qualified success. There are several reasons which have perhaps prevented 
the realization of the hopes, which co-operation theoretically holds out. 
One reason, as you suggest, is failure " to adhere to its main principles 
and the wrong approach from a joint-stock mentality." But the main 
reason, so far as I am able to judge, is rather the rash manner, in which 
it was sought to push forward co-operation in total disregard of the 
heritage of the Khedut's past indebtedness. It has been noticed that 
if the borrowing cultivator, while still continuing in the clutches of the 
Sowcars, also becomes a member of a Credit Society, he alternately 
resorts to the Sowcar and the Society to pay off in tum the debt due to 
one or the other. He may thus be able to put off the evil day for some 
time, but meanwhile there is little doubt that his economic condition 
has worsened and not improved. Altogether I have little doubt that 
any Scheme aiming at the economic betterment of the Kheduts must 

include in its purview, and that, as a first step, the redemption of old 
-debts; for while the dead weight of old debt hangs like a millstone 
round the cultivator's neck, it is impossible that he can make any progress. 

Experience in British India has served us here as a warning, and 
we are proceeding cautiously in the extension of the co~operative mo,•e~ 

ment, generally restricting its activities to the bonafole purpose of supply
ing cheap and short-term credit for strictly agricultural needs. It is 
no use placing at the Khedut's disposal undue credit facilities, which 
are certain to be abused, without first making sure of the surplus income 

from which he would be able to repay the advances made. 

The idea of a Land l\Iortgage Bank has not been mooted in the 
State so far, nor am I sure whether such schemes originating in the 

West would always suit Indian conditions. 

It is good to have first-hand knowledge and experience of a foreign 
successful model. But such knowleU.ge has at times also its d.i~advantages 
in that the mind fully preoccupied with the foreign model is rendered 

incapable of original and independent thinking, and is further tempted 
to blindly imitate the outside model, without giving proper thought 

and weight to the essentially differing local conditions. 
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It is a bold e:q>eriment, on which we have launched in undertaking 
wholesale redemption of agricultural indebtedness. But, in my 

humble view, no scheme of rural reconstruction can be successful which, 

as stated before, does not envisage the problem of past indebtedness. 

Lastly, unless the economic rehabilitation of the village cultivator 
is acheh·ed betimes, the position which is grave and menacing enough 
in all conscience, will continue to worsen and ultimately might precipitate 

a country-wide cataclysmic disaster far more serious than any artificial 

political agitation, howewr violent and unscrupulous could ever bring 

about. The only way to a peaceful administration lies through economic 
contentment ; and relief of the burden of past debts of the village 
Khedut~the backbone of the country-i• the first and essential step 

in that direction. 

Yours sincerely, 

(Sd.) P. D. PATTANI. 

(7) 

Extract from a letter of V. L. Mehta, Esq., B.A., Edrtor, " Bombay 
Co-operative Quarterly," dated Bombay, tl~e lOth May 1932 . 

• * • • 
You have initiated a most interesting experiment in undertaking 

debt settlement and redemption; and I believe in no part of India has 
the work been undertaken on so large a scale or with such elaborate 
systematic inquiries into the whole problem of indebtedness, particularly 

in its practical aspects. Any success, that you achieve is bound to 
affect the trend of action in other parts of India, although elsewhere 

circumstances may not be quite so favourable, as we feel they have 
been with you in Bhavnagar State. . 

• * • * 
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N ewspoper Notices ond Reviews. 

1 

BHAVNAGAR: RELIEF OF AGRICULTURAL INDEBTED
NESS, being the concluding portion of an article 'PROGRESS IN THE 
I1'DIA[' STATES' by l\lr. John De LaValette appearing at pp. 187-190 
of the Asiatic Review, January 1~34 .. 

"Droughts and price slumps bring misery to the Indian peasants 
only intermittently; the money-lender is always with him, or at least 
he was, for in Bhavnagar they have changed all that. And the way 
in wl1ich they have changed it is as ingenious as it is comprehensive and 

far-sighted, the latter characteristic being only what one would expect 
in action with which Six Prabhashanker Pattani, the President of the 

Bhavnagar State Council, is associated. The problem of relieving the 
indebtedness of the Indian ryot has been qualified by the Indian 
Central Banking Committee as being one "of supreme importance from 

the point of view of the economic prosperity of the conn try, as well as 
for the purpose of stemming the growth of discontent among a large 
section of the population." The Royal Commission on Agriculture has 
pointed out that the worst policy towards debt was to ignore it and do 
nothing. A certain amount has in fact been done, largely along lines 
indicated by the Central Banking Committee, in the Central Provinces, 
the Pnnjab and in Bihar and Orissa. But nowhere in India, perhaps, 
has the problem been tackled so deliberately and has so comprehensive 

a remedy been applied as in the Kathiawar State of Bhavnagar. 

There the problem has received systematic attention ever since the 
appointment in December 1925, of a committee to enquire into agricul

tural indebtedness. This body accomplished its task conscientiously ; 
it made an e..xhaustive investigation and presented an excellent report 

in Aprill931, the recommendations of "·hich were supported by evidence 
and faots. The rneasmes taken on t.he strength of it proceeded from the 
consideration that the evil of indebtedness was only a symptom, the 
cause of which lay deeper. The removal presented a complex problem 
which could not be solved piecemeal, but only by comprehensive action. 
Thus no improvement in t.l1e condition of the ryot was possible, tmless 
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he could he made to start with a clean slate. But it was of little avail 
to rid him of debt, if he was to slip back into indebtedness almost imme

diately. And he would, it was felt, be almost bound to get into debt 
afresh, unless village life as a whole could be placed on a sounder basis. 

Finally, though the bad money-lender was branded as an evil to be 

eradicated, the need of the peasant to have recourse at certain times to 
some money-lender from whom he could borrow on reasonable terms 
for productive purposes was admitted as an economic necessity. In 

fact one finds a curious thought running through much that was written 
and said at the time on this aspect of the subject.. It was, perhaps, 
most intriguingly expressed, when Diwan Bahadur Trivedi stated 
the aim of the contemplated measures to be removal of the existing 

conditions in order " to restore the pristine purity of the relations , 
between the ryots and the sowcars. Apparently, when the world 
was young, money-lenders were pure in Bhavnagar, which appears 

in practice to have meant that they never charged more than 12 per 
cent. per annum on the original sum advanced, and did not add premiums 
and commission which doubled and trebled in a very short space of time 
the original sum loaned. 

The measures eventually enacted by the Bhavnagar State Council 
consisted first of an Agriculturists' Relief Act, which followed the prin
ciples of that in force for the Dekhan, with such modifications as local 
conditions rendered necessary. This Act could "at best only render 

negative help," but it did prevent extortion where loans had been 
made. Upon this followed a Debt Redemption Scheme, calculated 
to " wipe off at one stroke all the outstanding debts of the Khedut and 
enable him to write on a clean slate again." This scheme was based on the

no doubt fully justified-assumption that the highly indebted peasant 
was virtually bankrupt, " and if he was made legally insolvent as he 
really was, it was practically certain that the money-lender would get 

little or no dividend " from his estate. If, therefore, the State were to 
undertake to advance a reasonable .sum to the indebted peasant, "~th 
which to pay off the creditor in full, "the money-lenders would in their 
own interest" accept the offer and thereby "help themselves and the 
State in economically rehabilitating the Khedut class." 

The basis on which the sum due to the money-lender was compound
ed, was that he should receive his loan capital back in full with interest 
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at the rate of 12 per cent. per annum. Interest on the amount advanced 

by the State was to be paid by the peasant by way of an addition to his 
land revenue and, being based on 4 per cent. per annum, it meant only 

a very slight extra burden. After some preliminary reluctance on the 
part of the Sowcars the scheme was accepted. By ll!arch 1933, Kheduts 
paying one-half of the State's total land revenue harl been cleared of 
debt. By August last their number covered three·f01irths of the total. 
A very few months more will suffice to liquidate in equally satisfactory 
manner the remainder of the agricultural debts .. This is a truly re 
markable achievement which speaks well for the <•dministrative skill of 

' the Bhavnagar Government. · 

It has involved investigating the whole history of debts incurred in 
small amounts, but aggregating t<> sixty lakh• of rupees and necessitated 
a total payment by the State, so far, of some fifteen lakhs. To this 
should be added some nineteen to twenty lakhs which the State has 
written off in respect of arrears of land revenue due to it. This settlement, 
therefore, not only clears three-fourths of the peasantry of all debt what
soever, but it also reduces their annual liability for payment of interest 
by some four and one-half lakhs of rupees, as the actual rate of interest 
payable by the peasants frequently rose to and even exceeded 25 per 
cent. per annum. In the matter of land revenue the human under
standing of Sir Prabbashanker Pattani once more displayed itself. He 
had found that " over 50 per cent. of the farmers of (his) State had been 
very honest, and had no arrears of land revenue, nor had they blindly 
incurred private debt." So to benefit also these deserving individuals 

who had no outstanding debts to compound and no arrears of revenue 
to remit, u• any suspension of revenue ordered during the current lean 

year" was to be wiped out "as a reward for fair dealing." There is a 

kind of justice which demoeracies are barred from exercising. It is well 

that there should still be States in India to demonstrate the good points 
in forms of government in which merited discrimination can still be 

applied. 

Having thus rid the peasant of his present debts, and prctected him 
against extortion in respect of his future ones, it still remained to raise 

the village as a community to a higher level. For this purpose the 
Gramya Pancha.yat measure was pas~ed, the object of which was "no
thing .less than the rehabilitation of the whole Yillage life itself., on a 
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basis of local autonomy. l'nder it each village, which applied for the 

riaht may henceforth inter alia, "determine its own method and 0 , , 

procedure of rcwnue collection.'' It may punish defaulters to the 

extent of forfeiture of land and the auctioning of vacant holdings. It 
is also empowered to build up a reserve from the surplus proceeds of 

land so sold, which is to accrue to the benefit of the Panrhayat. \\'here 

the reserves are large enough, they can be used for financing the agri

cultural needs of the Kheduts. There are other provisions which, taken 

in their entirety, justify the claim that the Panchayat measure is both 

"educative and ameliorative." 

But if it has proved possible to make a peasant get on good terms 

with a money-lender. it seems much harder to make him trust his 

neighbour. And so, apparently, the progress made with these grants of 

village autonomy has been slow. 

Even so the comprehensive nature of these agricultural reforms in 

Bhavnagar is bound to have a salutary effect on the population of the 

State. It will also standasauseful object-lesson to be studied by other 

States and in those parts of British Intlia where similar evils are experi~ 

enced, but where a remedy on so broad a basis has ne\·er yet been 
tried." 

2 

Extract from "Bhamwgar: Recmt Progress "-being a notice, by 
Jlr. John De LaValette of the Bha"wgar Censes Report appearing in the 

Asiatic Review, July 1933, p. 540. 

"Whilst the percentage of the urban population was 26.8 in 1881, 

it is now 30.5. Even so, the farmer's struggle for life is no easy one, and 

his indebtedness correspondingly burdensome. A committee of inquiry 

which was appointed to inve~tigate this question delivered itself of an 

able report, which disclosed a disturbing state of affairs. The number 

of Kheduts free from debt was only half that of those who were in debt, 

and as many as 30 per cent. of the total number of farmers were stated 

to be "hopelessly involved in debt, and their condition such as to give 

cause for grave an.xiety."' Here the matter might have remained, as 

such matters frequently do after recommendations have been made. 

1\ot so in Bhavnagar, where the thorny problem was energetically 
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tackled on the basis that the culti,·ator "should be liberated from the 

economic bondage of money-lender," \vhilst the latter should at the 
same time be equitably treated. A system was organized, under which 
existing obligations could be investigated at the joint request of the 
Khedut and the money-lender in accordance with n1les similar to those 
of the Deccan Agriculturists' Relief Act. After reducing the amount 
due to equitable dimensions, the Darbar discharged the Khedut's debt 
by distributing the total amount of the liability so fixed pro rata among 
the farmer's creditors in full settlement. At the time the Census report 
went to press, the cultivators of three districts had in this way been 
completely freed from debt to money-lenders, their resulting obligations 
to the State being brought within reasonable limits. Operations in 
other districts are proceeding to similar effect. This bold and construc
tive policy by the Bhavnagar Government cannot fail to react favourably 
upon the condition of the peasantry." 

3 

A leaderette appearing in the ' Times of I nd1a' dated the 2nd February 

1932. 

DEBT PREVENTION. 

" The report on the Administration of Bhavnagar State is always 
interesting because for many years past that State has been regarded as 
a model for the whole of Kathiawar. In the latest of these reports, 
which has just been issued, particular attention is devoted to describing 
a scheme* for settling the debts of farmers in such a way that money
lenders might recover the principal with a moderate amount. of interest. 
This scheme was devised as a complement to an Agriculturists' Relief 
Act and has been tested in a way which should compel attenti.on all 0\·er 
the cmmtry. l\Ierchants and agriculturists in certain areas in the State 
expressed their willingness for their accounts to be settled and a 
Committee of officers and representatives of money-lenders was appointed 
for the purpose. It was found~ the amount owing, according to money
lenders' books, was.Rs. 3,59,702, and the sum found actually due accord
ing to certain prescribed rules was Rs. 1,84.507, a sum which was 

• l'itle Appendix 1\'. 
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eventually reduced toRs. 1,02,747. As the report says, 'this attempt 
to effect a complete redemption of the whole of the agriculturist class 
and thus to enable it to make a fresh start is unique. No doubt this 
will necessitate the advance of a very large sum and some risk is also 
inevitable under the circumstances; but considering the lofty and 
benevolent aims which have motived this attempt, the risk involved is 
not excessive and certainly worth taking." 

" The Conunittee is now engaged in extending the scheme and next 
year's report, which should show the effect of its operation on the State 
as a whole, should prove of particular value to all, who are concerned 
in trying to devise means to relieve the heavy indebtedness of the 
agriculturist class. Another notable reform that has been introduced 
in Bhavnagar is the grant of local Panchayats to villages. During ten 
years of the Minority Administration only three villages started Pancha
yats. It is necessary now that more villages should manage their own 
affairs because a Village Improvement Fund of Rs. 27 lakhs has been 
given by the Darbar on the ground that the problem of agricultural 
indebtedness could not be tackled without at the same time dealing 
with the whole economic life of the village. The establishment of 
Panchayats is looked upon as an educative measure combining in itself 
both self-determination and self-government, and the application of 
those principles to village life is something, of which the State may well 
be proud." 

4 

ExtrMtfrom the leadi"fl article of the ' Uniud India and I nil ian Statd 
dme<l the 13th February 1932, reviewing the Administration Report of the 
State for the year 1929-30 . 

• • • • * 
" The question of revenue arrears has for a long time been a vexed 

question in Bhavnagar, and we are glad that the Darbar has cut the 
Gordian HMt by wiping off a good portion of the debts as unrealisable. 
This long needed measure was no doubt delayed on account of the 
minority of the Ruler and its adoption at the present juncture will come 
as a much appreciated relief to the agriculturist, who is after all the back
bone of the State's prosperity. The balance of the arrears of Revenue 
has been donated by His Highness the Maharaja to the agricultural 
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population of the State and is to constitute a Village Improvement 

Fund (the interest of which being used to give amenities to the village 
agricultural population, who will themselves administer the fund), 

Another measure of relief to the agriculturists brought into effect during 

the year was an Act for the protection of the Agriculturists, t•iz., the 

Agriculturists' Relief Act, by which it was proposed to settle the private 
debt of the farmers in such a way that Sowcars might recover the amount 

of principal with a moderate amount of interest. The result of the 

examination of the money-lenders' accotmt books showed that the total 

nominal amount owing by the cultivators in Lilia according to the 
Sowcars' books was Rs. 3,59,702, while the sum actually found due by 

tlte committee appointed under the Act was Rs. 1,84,597. The scheme 

of the Act is for the State to advance the sum thus found on behalf of 

the cultivators and the sun1 finally paid in this way during the year 

came toRs. 1,02,747. The report claims with truth that" the present 

attempt to effect a total and complete redemption of the whole of the 

agriculturist class and thus enable it to make a fresh start is unique and 
uncommon." A Yillage Panchayat Code was framed and promulgated, 

under which any village fulfilling certain qualifications was free to claim 

the grant of a Panchayat., involving the practical transfer of the whole 

village administration to the villagers themselves with the minimum of 

outside interference. The scheme provides in the last resort for a very 
large transfer of powers of internal autonomy, and its results in Bhavnagar 

will be watched with interest. even outside the State. The key-note of 

the report before us is the anxiety of the Dar bar to improve the lot of 

tbe rural population * * " 

(5) 

An article appearing in the' Times of India' dated the 14th Aprill932. 

Freeing the Ryots fwm Debt ; Bhmmagar Scheme. 

RELIE~ 1\IEASURE MAKES PRC>GRESS. 

In the Times of India of 2nd February, there appears under the 

caption "Debt Prevention" a leaderette*reviewing the report of the 
Administration of Bhavnagar State for 1929-30. The article has been 

• ride App{'ndix VIII (3). 
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appropriately entitled "Debt Prevention," smce therein you draw 
pointed attention to the unique scheme of wholesale redemption of 
agricultural indebtedness which is being applied in the State. Citing 
figure,s, you state that the Sowcar's book debts amounting toRs. 3,59,708 

have been compounded for a sum of Rs. 1,02,747. These figures relate 
only to the cultivators of 12 villages of one Tappa or Peta-Mahal, ••iz., 

Panchtalavada under Lilia Mahal. But since the Report was written, 
considerable progress has been made in the work of redemption, and now 

the whole of Lilia Mahal, comprising some 36 villages, as also Umrala 

Mahal comprising 53 villages have been redeemed and operations for 
redeeming another Mahal Gadhada, consisting of 25 villages are also 

nearing completion. 

DEBTS REDEEMED. 

The total number of registered Khatedars, including co-sharers 
in the two redeemod Mahals, is 5,131, and the annual assessment payable 

by them is Rs. 6,43,542. All these cultivators have had all their private 
debts redeemed under the scheme. The nominal arrears owing by them 
according to the Sowcar's books amounted t<> Rs. 17,98,784. These were 

paid off and compounded hy the State advancing on behalf of the 
indebted cultivators a sum of Rs. 4,62,644. 

These nominal outstandings as shown m the Sowcars' books, it 

need hardly be said, are mostly made up of interest, premia, etc., while 
the nucleus of the original debt is seldom very large. Another factor 
that goes to reduce the ultimate amount for which the nominal debt is 

compounded and compromised, is the capacity and solvency of the 
Khedut which, it is notorious, is always very limited. But there is little 

doubt, as remarked elsewhere, that the money-lender on the whole is 
enabled under the scheme to recover in cash, and at one stroke far 

more than he could, if left to his own devices, have hoped to collect in a 
number of years from his Khedut customers suffering from chronic 
indebtedness. 

BENEFIT TO CuLTIVATORS. 

Of course, the benefit to the cultivators is obvious. · There is to-day 

not a single suit or execution proceeding pending against any Khedut 
in the Civil Courts of these two Mahals. Further the economic improve· 

ment brought about in the Kheduts' condition is reflected in easier and 
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better recoveries. For instance, in Lilial\Iabal on a mode1ate calculation 
the recoveries this year would be better by 4 to 6 annas than would hav: 

been the case under the old conditions, when the agriculturists were 
still weighed down by the burden of past debts. So even putting it on 
the low ground of self-interest, the State itself stands to gain enormously 
by the redemption of its peasantry, and the favourable result in recoveries, 
though only an incidental advantage, is by itself, a sufficient justifica
tion, if one were needed, for redeeming agricultural indebtedness. 

SAVING INTEREST. 

It may be further added that the cultivators by this measure of 
relief would annually save in interest charges alone a sum of nearly 
Rupees four lakhs and a half, calculating interest at the rate of 25 per 
cent. which is unfortunately the ordinary rate levied, though cases of 
still more extortionate rates being levied occur only too frequently. 
But even taking the average rate of interest at 25 per cent., the Kheduts, 
it will be observed, have bad their outstandings compounded by 
payments of a sum which is only a little more than the annual interest 

charge to which they were subjected for these arrears. 

Originally only one Committee was appointed for investigating 
accounts and fixing the amount to be paid in composition. But now 

applications are coming in from Sowcars and Kheduts of other 1\Iahals 
of the State to have the benefit of the Debt Redemption Scheme e>.-tended 

to them, and this has necessitated the appointment of three more 
Committees, which may have to be further multiplied to cope with the 

increasing demand. 

(6) 

Leading article appearing in the 'Unireil India and Indian States', 

dated the 14th May 1932. 

Agr,.cultural Indebtedness. 

AN ExPERIMENT IN BHAVNAGAR. 

In out issne of 13th Februar} 1932 in the course of a review of the 
Bbavnagar Administration Report, we had the pleasure of drawing 
public attention to the scheme for the redemption of the Agriculturist's 
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private debts which was being tried in that State. In the case of 
Bhavnagar, agricultural indebtedness in one way or another has been a 
grave stumbling·block to real agricultural prosperity, a fact to which 
we were frequently drawing attention in our columns. The matter has, 

we believe, been engaging the serious attention of the admin_istration. 

"l\lonstrous" rates of interest were levied in the villages, whic.h it was 

allPged in some specific cases enabled the lenders to obtain " in one year 

only civil decrees for amotmts four to six times as large as the original 

sums advanced." The result was, in a large nun1ber of villages there 

persisted a low economic level in the village population, as a consequence 

of which not only was the standard of life low but the State also suffered 
in the way of huge arrears of land revenue, which the Khedut was unable 
to pay. As a consequence of a petition from certain Kheduts and the 

report of the Revenue Commissioner on the same, the Governme11t 

·appointed a Committee of Inquiry ; Diwan Bahadur (then Rao Bahadur) 
Tribhuvandas K. Trindi being nominated as the Chairman and the 

Chief Judge, )lr. Bhasker Rao V. Mehta and the Revenue Commissioner, 
1\!r. B. N. Gohel, being members of the Committee. The l'reliminary 
survey of the situation by the Chairman disclosed an alarming state of 

things-oppression and l1ardship being the chief characteristic of the 
indebtedness, which was established beyond a doubt. In most villages, 
the Kheduts had not the requisite implements of agriculture, some being 

even without bullocks and dependent U!JOn others for having their land 
ploughed. The cost of cultivation was also rising due to increased labour 
charges. " Indeed" says the report, "in several villages, the Ubhads 

(labourers) seemed to fare better than the regular Kheduts, a few 
Ubhads here and there being able to advance moneys to Kheduts from 
their savings." The alarming conditions revealed in the preliminary 

inquiry indicated the need for a comprehensive investigation embracing 

the whole State. This was ordered and the result was a painstaking 

inquiry and a thorough and comprehensive report constituting 
an authoritative pronouncement on the question of agricultural 

indebtedness in the State. Action was soon taken. The grave economic 

condition oft he peasantry that was revealed as a result of the Committee"s 

inquiry was amply borne in upon the Council, and Sir Prabhashanker 
Pattani, the President, soon realised that unless grave agrarian 

trouble was to be risked in the near future, it was imperative to take 

;mmediate remedial measures to restore economic health to the debt-
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depressed and all but insolvent Khedut. So with a view to afford him 
relief in regard to past usurious debts and protection against victimisation 
in the future, a Khedut Protection Act has been passed. The Act 
provides for the court going into the histor~ and merits of a case from 
the commencement of the transactions between the parties and for 
taking accounts and the Act also J•ro·.-ides for the court giving a decree 
in instalments only. The debtor also is entitled to sue for accounts 
and for declaration of the amount due by him to the creditor, such a 
suit being exempt from court fees. The Act so far asl it goes is 
undoubtedly an ameliorative measure, and its unusual provisions seem 
to he justified by the somewhat unusual conditions of usury obtaining 
in the State. We have read with particular interest the very 
comprehensive and informative minute prepared by the chairman Diwan 
Bahadur Tribhuvandas Kalidas Trivedi and published as Appendi."< VII 
to the report, which contains several constructive suggestions to put 
down the tricky and tortuous modes of accounting adopted by the 
Sowcars. As we have pointed out the Khedut Protection Act is an 
ameliorative measure to relieve t-he agriculturist, a term more clearly 
defined in the Bha vnagar Act than in the Deccan Agriculturists' Relief 
Act, on which the former Act is primarily modelled. But this was 
negative help which the Committee thought was inadequate to meet 

the needs of the case. So with the Act, the Council sanctioned a Debt 
Redemption Scheme " which would help wipe off at one stroke all the 
outstanding debts of the Khedut and enable him to write on a clean slate 
once again." The principle is that the Darbar will liquidate the past 
debts of the Kheduts by advancing loans to each individual khedut at 
easy rates of interest, if such liquidation is possible and if the Sowcars 
are prepared to accept the actual principal originally lent plus interest 
at a moderate and equitable rate. A majority of the Kheduts and 
Sowcars in any i\Iahal may apply jointly to avail themselves of the 
liquidation scheme : upon sueh application, the Dar bar is to form a 
Debt Liquidation Committee consisting of two Darbari officers. The 
creditors of the :Mahal are to have two representatives, who will be 
members of the Committee and one or two representatives will be 
selected (or co·opted) by the Darbari officers from respectable persons 
belonging to the village in regard to which the work of liquidation is 
taken in hand. The creditors and debtors are to give an undertaking 
to the Committee that its awards shall be binding on both parties. The 
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ammmt will be fixed and advanced to the lender, and the Kbedut whose 

debt bas been thus liquidated has to present the produce to the Darbari 
Khalawad after deducting the Khedut's share of the same. The 
balance will be appropriated towards the various payments due to the 

State under the Bhagbatai system, or as Tagavi loans and also as loan 
advanced lmder the Redemption Loan Scheme. The scheme has now 
been applied to two ~Iahals of the State, t'i:., Lilia and Umrala. The 

first comprises 36 villages and latter 53 villages. There were 5,131 
registered Khatedars paying an annual assessment of Rs. 6,43,542 in 
the two ~Iahals and all these haye taken advantage of the liquidation 

scheme. The nominal arrears owing by them according to the So\-..·c-ars' 
books amounted to Rs. 17,98,789, this being made up of interest, premia, 
etc. The same was paid off and compounded by the State ach·ancing 
on behalf of the indebted cult.ivators a sum of Rs. 4,62.644. At the 

same time, it is not correct to say that the scheme is a burden on the 

money~ lender class, because under it "the money-lender on the whole 

is enabled under the scheme to recover in cash and at one stroke fur more 

than he could, if left to his own devices, haYe hoped to collect in a 
number of years from his Khedut customers suffering from chronic 

indebtedness." The result on the whole has been to benefit the Khedut 

considerably in the two l\Iahals, there being not a single suit or execution 

petition pending against any Khedut in the civil courts. The State 
also gains. because the method of redemption employed holps the better 

recovery of revenue. In Lilia Mahal, we are told that during the current 
year the recoveries this year would be better by 4 to 6 annas than would 
have been the case under the old conditions, so that the fa,·ourahle 

result in recm·eries though only an incidental ad\·a.ntage is b:v itself a 
sufficient justification, if one were needed, for redeeming agricultural 

indebtedness. It is calculated that the cultivators will saw, in interest 

charges alone, a sum of nearly Rs. 4f lakhs calculating the 
interest at 25 per cent. We are informed that the scheme is popular and 
requests for liquidation are coming in from other l\fahals also. Originall.'~ 

only one Committee was appointed for the investigation of accounts, and 

fixing of the amounts to be paid in composition. On account of the 
demand from other Mahals, three more Committees have been appointed 

and more may become necessary, with the increased demand from all 
the Mahals. We are sure that our readers will have read this account. 
of t.oe heroic attempt by the Bhavnagar Darbar to get rid of agricultural 
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indebtedness by one stroke of the pen with instruction and interest, 

because the problem of the heavy indebtedness of the Agriculturist 

classes is a phenomenon not confined to Bhavnagar alone. It is a fairly 

common enough condition and the various pa1liative measures, propo!';ed 

or in part adopted have been only too partially successful. The present 

attempt in Bhavnagar is on a large scale, because the attempt is nothing 

les. than to effect a total and complete redemption of the whole of the 
agriculturist class and thus enable it to make a fresh start involving 

the advance of a very large sum from the State at some risk. The risk 

is worth taking if we consider the lofty aim that inspires it. Another 

aim kept in view at the same time is the reconstruction of the economic 

basis of the village, which was the old v;llage community and for this 

purpose Panchayats are to be given to the villages, which are prepared 

and apply for the same. This means the practical transfer of the whole 

village administration to the villagers themselves with the minimum of 

outside interference. The Panchayat is gh·en the power to select and 

nominate persons of its own choice for the village offices of Talati, 

Mukhi, Patel, Chowkitlars, etc. In course of time when the ground is 

prepared and the dema.nd is made, freedom is to be given to the village 

within limits to determine its own method and procedure of revenue 

collection. The Village Panchayat can also punish contumacy by 

forfeiting land and auctioning a vacant holding. and it can build up a 

reserYe from the savings remaining after paying theDarbardues and the 

reserve will be useful for the common purposes of the villages. It can 

finance the agricultural needs of the Khecluts and will al::;o exercise 

municipal powers. The Council' Resolution No. 226, rf'ganling the 

establishment of Village Panchayats giYes them liberal powers. We 

consider that Bhavnagar deserves our hearty congratulations for the 

bold bid, she has made for rural reconstruction, and the result of the 

State scheme in this regard will be watched with sympathetic interest by 

well-wishers of the State in particular and generally by all interested 

in agricultural reconstmction throughout India. 
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(7) 

Lendere/te appeari11g in the' Times of India,' dated the 23rd June 1~32. 

AGRICL'"LTURAL DEBT REDE:~lPTION. 

No state in India has done more to lighten the burden of debt of its 

cultivators than Bhavnagar. Even when His Highness the Maharaja 
of Bhavnagar was a minor, he desired that the burden of his cultivators' 
debt shonld be lightened as much as possible and that this should be 

done before he ascended the Gadi. That was the reason which prompted 
the Darbar to pass orders to write off about Rs. 20 lakhs of arrears of 

revenue in 1929. At the same time, an mqmry into agricultural 

indebtedness to money·lenders was ordered and arrangements were 

made to ensure that, while relief was given to the farmers against illegal 

and usurious exactions, the legitimate dues were paid to the Sowcar. 

The inquiry was thorough and it was discovered that the rate of interest 

charged by money-lenders averaged between 18 to 25 per cent. and that 
advantage was further taken of the ignorance and helplessness of the 

farmers by falsification of accounts. The grave economic condition of 

the peasantry revealed as a result of the Committee's enquiry prompted 
Sir Prabhashanker Pattani, President of the Council, to adopt urgent 

remedial measures to restore economic health to the debt-depressed 
farmer and thns to avoid agrarian trouble. With a view to afford relief 
in regard to past usurious transactions and protection against victimisa

tion in the future, the State passed a Protection Act, the working of 
which should arrest the attention of the whole of India. 

This Act has been largely modelled on the Deccan Agriculturists' 

Relief Act, with modifications to meet local conditions. Sir Prabha
shanker was quick to note that, even after the great relief afforded to 
the cultivators from the Darbar and private indebtedness, the same 

conditions might recur unless the cultivators learnt economy and unless 
a scheme was devised, which might enable the farmers to meet their 
liabilities without incurring further debt. With this end in view it was 

resolved to establish Village Panchayats, which approach full 
self-government of villages. The State has thus not only embarked on a 
debt redemption scheme, but all practical measures have been adopted 
for the pre\·ention of debt in the future. In reviewing the recent 

administration report, we pointed out. that Sowcar·s book debts amounting 
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to Rs. 3,59,702 had been compromised for Rs. 1,02,747. Those 
figures applied to cultivators of 12 villages only. One more 1\Iahal of 
36 villages has now been redeemed for Rs. 2,61,427 against indebtedness 
amounting to Rs. 9,95,463. Thus cultivators of Bhavnagar, who were 
suffering from chronic indebtedness will by this measured relief annually 
save nearly Rs. 2,50,000. The Committee is now engaged in taking 

figures of other big 1\Iahals, and the result of their efforts deserves to be 
watched with sympathetic attention. 

(8) 

Extract fram the Presidential Address by Sir Chunilal V. Mehta, 

K.C.S.l., M.A., LL.B., J.P., to the SeventtXnth Bombay Provincial Co
operative Conference, Septemher 1932. 

* * * * * 
To quote the Indian Central Banking Committee, the problem (of 

debt redemption) is one" of supreme importance from the point of the 
economic prosperity of the country as well as for the purpose of stemming 

the growth of discontent among a large section of the population." As 
the Royal Commission on Agriculture pointed out the worst policy 
towards debt is to ignore it and do nothing. The Central Banking 

Inquiry Committee have themseh·es suggested direetions along which 

constructive effort can proceed ; and much valuable work on these lines 

has been conducted in the Central Provinces, in the Punjab, in Bihar 
and Orissa and only very lately, in our near neighbourhood, in the 

State of Bhavnagar in Kathiawad." 

(9) 

Leading article appearing in the ' United India and b1dian States,' 

dated the 12th Nmember 1932. 

AGRICULTURAL INDEBTEDNESS IN BHAVNAGAR. 

"\Ve had occasion sometime ago to comment in these columnst on 

the praiseworthy effort taken in the Bhavnagar State to get rid of the 

demon of agricultural indebtedness in the State. Bhavnagar was a 
particularly bad sufferer from this kind of indebtedness; the result was 
reflected in the never-do-well condition of the agriculturist as an 

t Vide Appendix YIII (6). 
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indi,~dual. The State suffered, because it did not get its revenue 
promptly or punctually and huge arrears of land revenue, was, as we had 

occasion to notice in our reviews of the administration report of the 
State, a permanent characteristic. Agriculture suffered, because after 
all the human factor cannot be regarded as negligible and you cannot 

expect much from the labour or enthusiasm of an agriculturist round 
whose neck hang the huge mill-stone of debt represented by his dues to 

the Sowcar on account of loans and to the State as arrears of land revenue. 
The administration of the State on the initiative of that sage statesman 
Sir Prabhashanker Pattani tried its best to gi 1•e the agriculturist a new 

lease of free life by remitting arrears of land revenue from time to time 
and giving other facilities; but this policy by itself did not succeed, 

because as the State receded, the Sowcar made his inches into ells-so 
that the indebtedness remained and the sacrifice by the State of its 
revenue did not benefit the agriculturist, for whose henefit it was 

intended. This led to the constitution of a Committee of experienced 
officers to make a departmental inquiry into A~ricultural indebtedness. 

\\' e have already had occasion to refer to the action taken by the 
Bhavnagar Administration on that Report. So far the State had 
redeemed fi,·e Tappas or Peta-Maltals paying the annual assessment 

of Rs. 4,86,658. The total nominal debt of the Kheduts as in February 
of this year amounted toRs. 11,19,378 which has been compounded by 
paying a total swn of Rs. 3,67,991. To appreciate this statement, we 

have to bear in mind that the nucleus of the original debt was in reality 
a very small amotmt, and the swelling of this figure into more than four 
times the original principal sum borrowed was due to " addition by way 
of interest, premia and numerous other charges, which the Sowcar's 

ingenuity sharpened by greed is so fertile in inventing." There is thus 
no q 11estion of confiscation or of robbing Peter to pay Paul. It is 
obvious that the agriculturist is benefited by the process. It is also 

true the Sowcar also benefits because under the Scheme he is enabled 
to recover in cash and at one stroke far more than he could, if left to his 
own de,~ces, have hoped to collect in a number of years from his Khedut 
rtiStomers suffering from chronic indebtedness. With any further 

grievance of the Sowcar in this connection, any temptation at sympathy 
is considerably mitigated by the consideration that an interest of 25 
per cent. is the prevailing rate in the State, while rates of double and 
treble this rate are not uncommon. In the circumstances a heroic 
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remedy was called for and we think on the whole the arrangement now 
adopted by the State can be defended on principles of equity and good 
conscience as well as of sound administrative policy. In a letter sent by 
Sir Prabbashanker Pattani to an inquirer regarding the Scheme from 

the United Provinces-Mr. V. K. Mehta, I.C.S., the then Secretary to 
the Government of the Province and now member of the Kashimir 
Government-Sir Prabhashanker Fattani well says:-

'' Arguments by analogy are often misleading, but as you know 
it has come to be increasingly recognised that if the world is to be 
cured. of lhe universal economic malaise which has overtaken it 

and a fresh start made possible, it can only be done by first remov
ing the intolerable burden of reparations and war debts. In a 
smaller way this also applies in the case of a poor, debt-depressed 
and all but insolvent class like the Indian Khedut." 

In Bhavnagar, a good beginning has been made in what. after all 
is an AU-India problem. Sreaking at the Calcutta University Institute 
the other day, the President of the Bengal Chamber of Commerce, "Ir. 
Kalini Ranjan Sirkar emphasised the importance of public attention 
being directed to a concrete attempt at the wholesale redemption of the 
indebted Khedut class. The efforts now made in Bhavnagar to this 
end must, therefore, deserve. the serious consideration of all official and 

non-official persons in this country interested in the revival of Indian 
agricultural prosperity. 'Ve ate glad that serious-minded people in 
other parts of India are showing interest in the Bhavnagar solution of a 
vexed but common problem, as the letter of the Secretary, Government, 
United Provinces, to Sir Prabhashanker Pa.ttani, well illustrates. Mr. 
)lehta, I.C.S., in his letter to Sir Prabhashanker llueries-once you wipe 
out indebtedness in this way, what is there to prevent the flood of in·· 
debtednes rolling back on the Khcdut? We require, he says, some 
kind of dyke to prevent this; otherwise it will be love's labour lost, a 
kind of Seisyphean waste of effort. The reply of Sir Prabhashankor 
Pattani to this obvious criticism is published in a pamphlet along with a 
number of papers connected with the Debt Redemption Scheme and the 
Gramya Panchayat Scheme, to which it would be well if public attention 
is directed in other parts of India not free from this particular malady. 
The Gramya Panchayat Scheme is the natural complement of the 
Redemption Scheme. It would not be statesw>lllShip to allow agricnl-
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tural indebtedness to grow unchecked till the egricuiturist became a 

free, enlightened, economic, human unit. It is a ''icious circle, really, 

and a be1.1innina has to be made somewhere in the reform of the 
.~ ~ 

conditions, under which the agriculturist lives, moves and has his being. 

But the problem is only half solved if we have given relief to the agri
culturist from his immediate troubles. That is no protection to him 
against a recurrence of what has become a chronic malady. How to 

get over this? Or is the malady incurable? If it were the last, one 
may wonder whether the end really justifies the means in the particular 

solution of the problem adopted by Bhavnagar. We, however, shall 
never correctly appreciate the Debt Redemption Scheme in Bha\01agar, 
if we do not regaT'd it as only a partial solution ; its complete success 

depends on the success of the Gramya Panchayat scheme and the other 
measurers of uplift of the Khedut, which the State had adopted con· 
sistently with its policy of uplift of tl1e agriculturist. This last, howewr, 

will take time. " The full de,·elopment of such a Panchayat," savs 
Sir Prabhashanker in his letter to Mr. Mehta. referring to the Gramya 
(Village) Panchayats, "must in the very nature of things be a very slow 

process. :Meanwhile we must remain content with such palliatives as 

may be provided by the advance on a liberal scale of State Tagavi and 

the extension of the Co·operative Credit Societies. These two between 
them will finance all reasonable agricultural needs of the Kbedut and 
make him independent." The result of the experiment in Blmvnagar 

bas been already such as to encourage hopes. One immediate good 

result has been better and easier recoveries of the land revenue in the 
five Tappas redeemed. We hope that efforts will he made to follow the 
advantage thus secured with the constitution of Village Panchayats 

in this area. Under the Village Panchayat code, any village fulfillin~ 
certain qualifications is free to claim the grant of a Panchayat im·olving 
the practical transfer of the whole village administration to the villagers 
themselves with the minimum of outside interference. Another 

measure, which will stabilise the scheme of village uplift thus started, 
is the organisation of the Co-operative Movement in the State. It will 
generally be agreed that in the past the progress of the mo,ement bas 
been arrested hy the unholy competition of the Sowcar, which let us 
hope, has once for all disappeared in Bhavnagar. A third aspect of the 
attack on agricultural indebtedness-not the least important, by any 

meana-is through an increase in popu1ar enlightenment due to education. 
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The average farmer in India may be a fatalist in most things even to an 
unhealthy extent ; but he has common sense and patience, habits of 
industry and thrift of rare degree: with a little more education, he should 
be an admirable specimen of agriculturist equal to his compeer in any 

part of the world. We wish the Bhavnagar experiment every success, 
and hope that it will have imitators among other Indian administrations. 

(10) 

Extractfrmn the leading article in the 'United India ami Indian State.,' 

dated the 20th ll'ot·emher 1932, ret·iewing the Administration Report of the 

Swte for the year 1930·31. 

BHAVNAGAR IN 1930·1931. 

• * • * * 
" We recently dealt in detail in these columns with the Debt 

Redemption Scheme, a comprehensive Scheme of relief of agricultural 
indebtedness unique in this couutry which will be watched with in
terest in India, as the evil, which the Scheme was designed to cnre, is not 
confined to Bhavnagar alone. The fact that even Sowcars are praying 
for the application of the scheme shows that it is not one·sided and is 
to the interest of the lender. Another progressive measure which de• 
serves mention is the scheme of I ural reconstruetion, which is intended 
by the Village Panchayat Code. The adoption of measures to relieve 

agricultural indebtedness would have been mere]} a temporary pallia 
tive unless the improvement effected by it was made permanent by 
villagers taking over the management of their own affairs and being 
made responsible for the development of the economic welfare of the 

ryots. 

• * * • • 

11 

Extract from the Titr.es of India Anmtal, 1933. 

BHAVNAGAR. 

* * * * * 
" Though the present Maharaja has inherited a rich State and an 

administration that has acquired an all-India reputation under the 
guidance of that veteran, Sir Prabhashanker Pattani, his task cannot 
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be said to be easy owing to most difficult times, which the whole of 
India has now to meet. But he has entered upon a life of responsibilities, 
of which he is not only conscious, but by reason of his training and natural 

intelligence, he is capable of shouldering those responsibilities in a mannet 
which has added to the prosperity and contentment of his people and 

enhanced their traditional devotion towards him. He regards tl1e 
agricultural population as the back-bone of the prosperity of the State 
and his first act has been to confer a real boon on them by allowing them 

the right of selling and transferring their property to agriculturists only. 
His Highness is paying particular attention to a scheme for settling the 

debts of farmers in such a way that money-lenders might recover the 
principal with a moderate amount of interest. This Scheme was devised 
as a complement to an Agriculturist's Relief Act and has been tested in a 

way which should compel attention all over the country. Merchants 
and agriculturists in certain areas in the State express their willingness 

for their accounts to be settled and a Committee of Officers and representa
tives of money .lenders was appointed for the purpose. It was found the 
amount owing, according to money-lenders' books, was Rs. 3,59,702 and 

the sum found actually due according to certain prescribed rules was 
Rs. 1,84,507, a sum which was e<entually reduced to Rs. 1,0~,747. 

This attempt to efiect a complete redemption of the whole of the agricul

turist class and thus to enable it to make a fresh start is uni~ue. " No 
doubt this will necessitate the advance of a very large sum and some 
risk is also inevitable under the circumstances ; but considering the 
lofty and benevolent aims which have motived this attempt, the risk 

involved is not excessive and certainly worth taking. 

" Another notable reform that has been introduced in Bhavnagar 
i~ ti•e grant of local pancliayat to •illages." 


