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Proceedings of the Hyderabad Banking Enquiry
Committee meetings held on the 25th August
and 2nd September 1930.

——

The Committee in the meetings held on the 25th
August and 2nd Scptember 1930, adopted the following
resolutions :—

I. Uniformity of weights and measures for the market
will be advantageous to both the buyers and the sellers,
and the committee recommend that uniform scales should
be introduced into the Dominions. The committee also
accept the proposal of the Director-General of Commerce
and Industries (vide para. 6 of Note) that in all markets
established under the new Hyderabad Marketing Act,
weigh-bridges of the latest type should be maintained to
enable cultivators to check the weights used in the fac-
tories and dealers’ godowns.

II. “ Banking facilities may fairly be classed under
three heads :—

(1) Moncy required by industrialists for capital
expenditure in starting new industrics ;

(2) Current banking facilities required by factories
and similar concerns ;

(8) Current finance needed for commerce.

1. So far as the first class is concerned, viz., the capital
expenditure, the Industrial Trust Fund does all that is
needed much better than any bank could do,it. Govern-
ment hasits own experts and is ableto command the ser-
vices of other experts whenever required. It seems desir-
able that in the present circumstances in Hyderabad, the
difficult task of industrial banking, as it has been under-
taken in the continent of Europe, should be avoided at
present. To build up such a bank in Hyderabad would be
an extremely risky and hazardous task, whereas we have
now a Trust Fund sanctioned by Government which can
afford to risk this class of business better than any other
agency and, unless and until the Fundis proved to be
inadequate, nothing more should be done,”
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It is not desirable to change the present constitution of
the Board of Trustees of the Industrial Trust Fund.

2. As regards current finance, the Committee recom-
mend that the system of guaranteed cash credits suggested
by the Indian Industrial Commission should be given a
trial and that the Director-General of Commerce and
Industries may in consultation with the local banks work
out details of a scheme.

8. The provision of finance for commerce resolves it-
self into two problems (@) the remittance of funds to the
marketing centres, (b) the provision of credit.

(a) In all those marketing centres where a branch of
the Imperial Bank is established, there is no difficulty in
obtaining funds. As regards those marketing centres
where a branch of the Imperial Bank has not been started,
the Committee discussed two alternative methods of pro-
viding facilities for remittance :

(4) It should be arranged that the system whereby
the Imperial Bank now endorses the demand drafts pre-
sented by approved shroffs in Hyderabad and Secunder-
abad should be extended to outlying stations also, where
a branch of the Bank is not situated. The Government
Treasuries at thosce stations should encash these demand
drafts.

(#4) The Government to announce that if any bank
or banker deposited approved bonds with the Government
as a security for its funds, the bank or banker will be autho-
rised to encash demand drafts at the prescribed treasuries
upto a certain percentage of the value of the securities.
Proposal No. (i) was approved. Proposal No. (45) might
be considered later if the other leaves room for it. It was
suggested that the difficulties in the encashment of Govern-
ment currency notes at district treasuries (vide Mr. Collins’
Note para. 9) should be removed. Sir Akbar Hydari said
that the system of currency chests was being rapidly
developed, and it was hoped that matters would gradually
improve. He promised to enquire about the formalities
which were alleged to be required before notes were
cashed.

(b) (¢) The British Indian Joint Stock Banks should
be encouraged to establish branches at the important
marketing centres in the Dominions and the Central Bank
of India, iIf willing, may submit to the Finance Department
a scheme for the establishment of its branches in the

districts,
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(¢4) The Government should consider the advis-
ability of supplying seasonal currency during the export
season against trade bills.

(¢43) The proposal made in (a)-(:) above should
include the re-discounting of usance bills (Muddati Hundis)
from approved shroffs in outlying centres also.

III. The non-official members of the Committee re-
commend that the minimum and maximum rate of ex-
change of O.S. Rs. should be narrowed down. It was
pointed that this was the policy of Government and it was
promised that a further narrowing down would be consider-
ed, though there were difficulties involved.

IV. a. The Dircctor-General of Commerce and In-
dustries informed the committee that he had proposed to
the Government that two experimental warehouses should
be established at Parbhani and Nanded. * The main
object of these warchouses is to enable cultivators to store
their cotton over night or for two or three days if they are
unwilling to accept the prices offered, but it would be
possible to use these warehouses also for an experiment
of the type recommended by Mr. Ahmed Mohiuddin in
para. 38 of his report.”” The Committee accept the propo-
sal.

b. As regards the Nizam’s State Railway making an
experiment with one or two warchouses, the Committee
recommend that the Department of Commerce and Indus-
tries should consult the railway as to whether an experi-
ment could be made with locked godowns, possibly by
granting facilitics in existing sheds at important centres.

V. The Customs Department already maintains
bonded warchouses for goods in transit through the
Dominions. The possibilities of the extension of the
present system for the convenicnce of the wholesale
dealers should be explored with the view to develop an

trade. )

VI. The Committee do not recommend to the Gov-
ernment the introduction of either cash certificates or
gold certificates, but believe there is considerable scope for
the expansion of the Post Office Savings Bank.

VII. It is recommended that the local banks should
make arrangements for a clearing house and that the
Government should co-operate as far as possible by adjust-
ing its own credits and debits through its account with the
Imperial Bank.

2
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VIII. The Committce expect that the schedule
drawn up by the Director-General of Commerce and
Industries (vide his Note para. 17) for the collection and
compilation of statistics should make up the deficiency in
the available trade statistics.

IX. The Committee resolve that the attention of the
Government in Judicial Department be drawn to the find-
ing of the Special Officer, Banking Enquiry (paragraph 58)
as regards the delay in the disposal of civil suits.in the
Dominions.

X. Itisrecommended that the law as regards Stamp
Duty on Demand Draft (including cheques) should be
brought into conformity with the law prevailing in British
India.

XI. The chairman proposed a vote of thanks to the
Director-General and Seeretary to Government, Commerce
and Industrics Department (Mr. B.A. Collins) for his inter-
est and advice in respect of this enquiry and to all the
non-official members who helped in the enquiry.

He also proposed a vote of thanks to the Special Officer
who conducted the Banking Enquiry.

Signed* Hypar Nawaz Jung.
B. A. CoLLINS.
Faxur YAr Junc.
A. R. CuisnoLm.
E. Tromas.
C. V. Pabma Rao.
H. D. WaTcHA.

* Raja Shivlal Motilal did not attend the mecting.
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Note on the report of the Banking Enguiry Officer by
Mr. B. A. Collins, C.1.E., 1.C.5., Director-General and
Secretary to Government, Department of Commerce and
Industries.

I have now been through Mr. Ahmed Mohiuddin’s
report and will make a few remarks on it in the same order
as he himself has dealt with the subjccts.

1. The estimated outturn of cotton by the Statistical
Department is quite worthless, and their figures may be
disregarded, since they have taken much too high a normal
outturn as the basis. Dr. Mann has now revised the normal
outturn and the number of bales has been re-calculated in
accordance with his figures. In two years out of four, the
outturn is less than the export according to the customs
figures ; but these figures include also the export of kapas
or seed cotton in carts across the border. Dr. Mann’s
normal outturn is now, I consider, quite satisfactory and
corresponds with results which we have obtained on the
Government farms, but it is probable that the outturn
calculated by the Statistical Department is now somewhat
too low, since the anna estimates made by the district
authorities tend to err on the low side. One of the best
means of checking these statistics which we now have are
the returns of bales pressed by the presses in the State.
These returns arc for the year 1927-28, 474,000 bales, for
1928-29, 898,000 bales and for the present year up-to-date
just under 500,000 bales. ~ The figures for cotton borne by
the railway tend to agree fairly closcly with these figures.
After allowing, therefore, for use in the villages and leakage
across the border to avoid customs duty, the figures cor-
respond fairly well, and at any rate quite as well as similar
figures for the British provincces.

2. The figures given for loans made in the Dominions
by the Imperial and Central bank in paragraph 11
are most unsatisfactory. The Impecrial Bank is doubtless
handicapped by its rules, and it is satisfactory to see that
the advances are steadily increasing. The advances made
by the Central Bank, however, are on the decrease, and I
understand that this bank now has directions to cut down
its loans. This is said to be due to the difficulties which
they are having in recovering money through the courts.
I have had some experience of similar questions in Bihar
and I think that one of the causes of the failure of the banks
to give accommodation to industrics is the fact that the
[ocal managers are not in such close personal touch with
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the small dcalers and manufacturers as they are in other
countrics. Anyone who has had cxpcrience of Great
Britain or has rcad books such as Rae’s “ Country Banker ”
will realise how different the conditions are in India. In
the first place, in England, the local bank manager knows
all the local tradesmen and manufacturers personally.
These pcople maintain their accounts in his bank and from
watching the working of these accounts and his knowledge
of the men themselves and their businesses, he is able to
make advances and to open cash credits for them with
complete safety. It is the lack of these facilitics which
hampers so much the development of small industries in
India. I will return to this matter later on in discussing
the proposals made by Mr. Ahmed Mohiuddin regarding
the financing of industries.

3. I think we should press for the figures of deposits
in the British Post Office Savings Banks in the Dominions.

4. 'The list of advances, grants and expenditure of the
Industrial Trust Fund given in the report is not complete
or well arranged. Thave therefore asked for a complete
statement, which 1 will put before the members of
the commistee.* The Industrial Trust Fund only com-
menced operations late in 1929 and its work only dates
from the present Christian year.  During this time, besides
undertaking the Banking Enquiry itself, it has sanctioned
surveys of the poultry industry, the fruit industry, the
oil-sced and oil-crushing industry, the hides and lcather
industry, the hand-loom and dycing industry and the salt-
making industry. All these surveys are being carried
out by experts in the subjects, some of whom have been
and are being obtained from outside the State at consider-
able cost. The Trustees have also agreed to finance two
experimental factories, one for carpet-making at Warangal,
and another to revive the famous Pattan weaving industry
in Aurangabad Districts. Grants have been made to two
gentlemen to enable them to go abroad to obtain experi-
ence and training, onc in connection with the Deccan Glass
Factory, and another with a view to develop and improve
the date-growing industry in the State. In addition to
this, two large loans have been made, one to assist in the
establishment of a marble quarry and the production of
marble, and another to establish an up-to-date rice-hulling
and saw-mill, while the Trustees have decided to invest a
sum of one lakh in a new concern for making cigarcttes in
the State. A lakh of rupees has also been set aside for

#The statcment reproduced in para. 17.
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advances to industrial co-opcrative societics. The rate of
intercst on all these loans has also been reduced from 74 to
6 per cent. Negotiations are also in progress with a view
to the establishment of a jute mill and another cotton
spinning and weaving mill.

5. Mr. Ahmed Mohiuddin’s account of the markets for
cotton and other agricultural produce is complete and very
interesting. As he has explained, Government have
prepared an Agricultural Markets Bill and it was passed
into law yesterday. This Bill is a great advance on any
othcr legislation in the whole of India. It embodies not
only all the provisions of the Bombay Cotton Markets
Bill, but a number of others which were recommended by
the Agricultural Commission, viz.. that markets should be
established for other kinds of agricultural produce besides
cotton, that market committees should be given power to
arrange for storage accommodation for crops, and that
arbitration of all disputes regarding quality and weight of
produce should be made compulsory. It is proposed to
apply the Act by way of experiment to Nanded cotton
market during the coming season and with the experience
$o gained, it is hoped to establish a number of markets
under the Act in the yearfollowing. The Act also enables

sovernment to prescribe in any market, whether notified

under the Act or not, that all bids for cotton and agricul-
tural produce should be made in O.S. and that all payments
in respeet of such bids should be made in the same cur-
rency, and provides penalties for failure to comply with
this scction.

6. The Act cnables the market committees, subject
to the control of the Dircctor-General of Commerce and
Industry, to prescribe uniform weights and measures for
their markets.  There is, however, an Act already in ex-
istence in the Dominions which enables Government to
prescribe uniform weights and measures for the whole of
the Dominions. The Commerce and Industry Department
is already considering taking advantage of this Act and
has consulted the Indian Central Cotton Committee and
other persons concerned as to the advisability of fixing for
all transactions in cotton the standard weights recom-
mended by the Indian Cotton Committee of 1918-19,
which are already in use in the Central Provinces. There
are a cotton maund of 28 ibs., a bhoja of 392 1bs. or 14
maunds, and a khandi of 2 bhojas or 784 1bs. In the Central
Provinces, for all other weighments, the railway maund
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of 82-2/7 ibs. has been adopted, and it is proposced to
consult trade intcrests as to whether it would not be ad-
visable to adopt these same standards in IIyderabad.
There is no doubt that the present system or lack of system
in respect of weights and measures results in loss to the
cultivators and inconvenience to anybody who wishes to
do honest business. It is proposcd also that in all markets
established under the Act, weigh bridges of the latest type
should be maintained to cnable cultivators who wish to
check the weights used in the factories and dealers’
godowns.

7. Mr. Ahmed Mohiuddin points out that the difliculty
of oblaining funds in O.S. in various ceutres is a severe
handicap to trade. He also comments on the lack of
facilities for industrics for both capital and current ex-
penditure and eventually recommends that an Industrial
Bank should be established. Banking facilities might be
fairly classed under three heads ; (1) money required by
industrialists for capital expenditure in starting new in-
dustries ; (2) current banking facilities required by factories
and similar concerns and (3) current finance neceded for
commerce. So far as the first class is concerned, .c.,
capital expenditure, it is submitted that the Industrial
Trust Fund does all that is needed much better than any
bank could do it. Government has its own experts and is
able to command the services of other experts whenever
required. It secems desirable that in the present circum-
stances in Hyderabad, the dillicult task of industrial bank-
ing, as it hasbeen undertaken in the continent of Kurope,
should be avoided at present.  To build up such a bank in
Hyderabad would be an extremcly risky and hazardous
task, whercas we have now a Trust Fund sanctioned by
Government which can alford to run the risk of this class
of business better than any other agency and unless and
until the Fund is proved to be inadequate, nothing more
should be done.

8. As for current finance for industries, regarding
which I have already made some remarks in the beginning
of this note, it is difficult to scc why a special industrial
bank established in the State would do any better than the
Imperial and Central Banks. The failure of these banks
is due, as pointed out above, partly to the fact that the
Imperial Bank is handicapped by its Charter, partly to the
facf that the managers are unable to keep themselves in
sufficiently closer touch as elsewhere, and partly to the
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fact that the usc of banking accounts is not sufficiently
common. I suggest that the best plan would be to give a
trial to the rccommendationsmade bythe Indian Industrial
Commission on page 217 of their report in Chapter XX,
paragraph 293. No fair trial has ever been given to the
system of guarantecing cash credits which they recom-
mend.  An attempt was made to give effect to it in Bihar,
while I was Dircctor of Industries, in accordance with the
provisions of the Bihar and Orissa State Aid to Industries
Act, but the experiment failed because the Imperial Bank
was unable to adapt itself to the conditions. Government
proposed to guarantee the cash credits or current advances
madc by the Central Bank to factories, on condition that
the Impcerial Bank would treat these advances exactly as
though they had been made by themselves on security
which they deemed sufficient, i.e., that they would satisfy
themselves regarding the maintenance of stocks and by
watching the way in which the concern opcrated on the
account, maintained a close watch over its proceedings so
as to be able to take actionin good time if the security at
all depreciated. The Imperial Bank, however, was un-
willing to accept this responsibility for reasons which have
never heen clear to me. It is suggested that the Central
Bank of India might be willing to make advances under
this system at the request of Government or of the Indus-
trial Fund Trustees, who might guarantec such advances.
I should be quite ready to work out the details of such a
system in consultation with the Central Bank of India,
should they be willing to consider the matter. An extract
from the Industrial Commission Report is attached to my
note as an Appendix.

9. The provision of current finance for what may be
described as pure commeree, at the various centres in the
province also presents great difficultics. There is no
doubt that banks or branches of banks at every district
head-quarter would be the best possible solution, but the
question is whether the opening of such branches in
Hydcrabad is really a feasible proposition. It is understood
that thosc branches which the Imperial Bank has opened
do not pay and with this cxample before them, it seems
unlikely that any other bank would be willing to open a
branch at present. My feeling is, therefore, that what
Government should do is to carry out such measures as
arc possible to make the transfer of funds easy to all
conccerned. As I have not much knowledge of the subject
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my suggestions may be entirely out of place, but there
seems no harm in making a few suggestions which may be
accepted or rejected as practicable or impracticable.

(?) It is understood that when the Accountant-
General issues bills, he will not acecept cheques even on the
Imperial or Central Banks and insists on having actual
cash supplied to him. I cannot understand why this
should be necessary, since he can always obtain confirma-
tion by telephone or letter from the banks as to their
willingness to cash the cheque.

(#2) I understand that notes to the value of Rs. 100
can only be cashed at local treasuries upto the value of
Rs. 500 and odd. A written application has to be made
and a good number of formalitics should be gone through
before this facility is allowed. It is suggested that notes
of Rs. 100 should be cashed freely up to the amount avail-
able in the local treasury and without any of the present
formalities.

(4¢¢) It is said that Government only issues supply
bills at their own convenicnce and they are not usually
supplied at the time when they are required most. Mr.
Ahmed Mohiuddin tells me, however, that he understands
that a system of reserve treasuries is being developed, and
it is proposed to introduce improved facilities for transfer
of O.S. Funds. I suggest that it might be considered
whether Government should not undertake to transfer
funds to any part of the Dominions in any amount cither
at par or for some slight commission. When the Account-
ant-General is called on to issuc bills to the treasury which
has not sufficient funds, he would, of course, have to make
a remittance and warn the purchaser of the supply bills
accordingly. This remittance might cither bc made from
head-quarters or from some reserve trcasury nearby. This
concession would, of course, cost Government something ;
but it is for consideration whether the expenditure would
not be of such advantage to trade that it would be worth
while undertaking it. The concession also would very
much facilitate the establishment of branches of banks.

(?v) The suggestion that the one anna stamp duty on
cheques still imposed in Hyderabad should be removed
seems also well worth consideration.

10. I have already proposed to Government that two
experimental warehouses should be established at Parbhani
and Nanded. The main object of these warehouses is to
enable cultivators to store their cotton over night or for
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two or three days if they are unwilling to accept the prices
offered, but it would be possible to use these warehouses
also for an experiment of the type recommended by Mr.
Ahmed Mohiuddin in paragraph 38 of his report. I think
also there is a great deal in the suggestion that the
Nizam’s State Railway might make an experiment with
one or two warehouses at large centres.

11. I will make enquiries from the Indian Central
Cotton Committee and the East India Cotton Association
regarding the tender of Gaorani and Aurangabad cotton
against hedge contracts.

12. Mr. Ahmed Mohiuddin’s suggestion that Govern-
ment should try and narrow down the margin between the
minimum and maximum exchange rate for O.S. rupee
seems worth consideration. This would entail an increase
in the B.G. standard reserve in Bombay. It might be
attempted at first to place the lower minimum at
Rs. 116-8-0, and if this proves successful, it could then be
lowered at Rs. 116.

18. The proposal that Government should allow remis-
sions of duty on re-exports should be explored in consulta-
tion with the Customs Department. This might be
practicable in all articles in which the bulk has not been
broken.

14. The suggestion that Post Office cash certificates
should be re-introduced seems to deserve serious considera-
tion. If Government continue to receive Post Office
Savings Bank deposits without limit, there does not seem
any reason why they should not also sell cash certificates.
Possibly the purchase of the railway has now changed the
situation.

15. The suggestion that cheques and payments of
salaries should also be issued direct on the Imperial Bank
and Central Bank seems worth consideration. I do not
agree to the proposal that savings bank depositors should
be allowed to operate on their accounts by cheques.

16. Mr. Ahmed Mohiuddin’s report about the effect
of the delays in civil suits on industry and commerce are
interesting, and at the same time, most serious. The
figures which he gives of the average number of days for
the disposal of suits are certainly very bad and I think this
matter should be brought to the notice of Governmesit in
the Judicial Department.

3
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17. Ever since I came to Hyderabad, I have been
tryin% to get proper trade statistics published. I have
now finally drawn up a schedule to which the Customs
Department have agreed, and the Customs Commissioner
is making proposals to Government for the staff necessary
to introduce these statistics with effect from the 1st Azur
1340 F. I think these will be of great use both to Govern-
ment and the public. The publication of statistics about
treasury balances, rates of exchange, etc., will no doubt be
considered by Finance Department. Such statistics as we
do produce are published by the Department of Statistics
and I think are generally available to the public.

(Sd.) B. A. COLLINS,
Director-General and Secretary,
Commerce and Industry Departments.
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APPENDIX.
CHAPTER XX.—INDusTRIAL FINANCE.
Other Measures to provide Financial facilities.

293. We recognise, however, that the adequate exten-

Provisi sion of industrial banks will be a matter of
vision of current . .

Finance for Mid- time ; and we have therefore considered a

dle class Indus-  proposal to meet the need expericnced by

) middle class industrialists for current

finance, a proposal which could, it would seem, bc readily
merged in any future system of industrial banking.

As we have already explained, the banks have no
convenient agency for enabling them to ascertain whether
the proprietors of small industrial concerns are working
on sound lines and possess a good reputation for honesty
and punctual payment. The proposal represents an
attempt to supply this deficiency and to bring such men
more and more into touch with banks of repute. The
scheme would, in the first place, be confined solely to
industrial businesses with a paid-up capital of from
Rs. 5,000 to about Rs. one lakh. The provincial Director
of Industries, assisted by his technical staff and by the
advice of a committee of business men, among whom a
representative of the lending bank might well find a place,
would examine the financial position and reputation of
applicants and their methods of manufacture, and would
certify those persons whose position was found satisfactory,
as suitable recipients for a loan. This would take the form
of a cash credit for a definite period and amount with a
bank. Government would, under this proposal, guarantee
the principal sum lent with interest at a rate to be agreed
on with the banks. Any bank of repute would be allowed
to participate in the scheme, and applicants would select
the bank with which they would deal. Suitable limits,
both maximum and minimum, would have to be fixed for
the cash credits. The rate of interest to be paid by
approved applicants would be a matter for Government to
decide. The latter might perhaps desire a rate somewhat
higher than the rate guaranteed by the bank. Some

ortion of this margin could then be retained by the bank
?or its trouble, and the rest be used by Government as a
set-off against possible losses. If interest at a higher rate
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than the bank rate were levied, the bank would find in this
an inducement to take over an increasing share of the
business, free of Government guarantee. By doing this,
the bank would receive the whole of the interest charged,
instead of having to hand over some of it to Government.
Similarly, if a certified applicant failed to pay his debt,
the bank would only receive from Government,in addition
to the principal, the guaranteed rate of interest ; and the
bank would naturally do its best to avoid the loss of its
share in the interest in excess of this, by watching the way
in which the account was operated and reporting to the
Director of Industries anything which showed that action
on his part was needed.

It is clear that the success of the scheme would rest
almost entirely on the qualifications of the Director and
on the nature of the organisation which he would have
to create in order to determine the suitability of applicants
for help. We recognise also that as a genera.r rule, the task
of ascertaining the soundness of a concern asking for
financial aid can be best performed by a banker, and can
only be unidertaken by Government at some risk. But we
have so strongly before us the difficulties experienced by
the middle clas§ Indian industrialists in obtaining financial
assistance from existing banks, that we think the scheme
deserves consideration, at any rate as an interim measure
until industrial banking facilities can be extended. The
same principles apply with even greater force to any
organisation for the supply of initial capital to industries.
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CHAPTER 1.
Introductory.

1. Thc following is an extract from the letter of the
Secretary, Commerce and Industries De-
partment No. 2317 dated 22nd December
929 to the Secretary, Political Department, H.E.H. the
izam’s Government, which deseribes the method of
1quiry and the scope of investigation :—

“1 am to request you to inform the Government of
¢ India through the Residency that H.E.11. the Nizam’s
* Government has decided not to appoint a Banking
*“ Enquiry Committee, but to place an Officer on special
*“ dutyjto collect information regarding
f “1. the financing of the principal crops of Hydcrabad ;
i 2. indigenous banking ;

3. the financing of industries ; and
‘ 4. the investment habit and attraction of capital.

* His report will probably be considered by a small Com-
*“ mittee and it ishoped to be able to forward the results of
* the enquiry to the Government of India by June or July
‘“ ne As the question of agricultural credit has been
investigated before, from time totime, and has recently
‘ been fully discussed in the report of the Agricultural
¢ Commission, it has been decided to exclude this subject
¢ from_the present enquirywhich will be difficult to
‘* complete even without it.”

The term °‘the principal crops of Hydecrabad > was
subsequently defined to cover Cotton, Ground-nut and
Castor-secds. Co-operative Societies, being essentially
agencies for rural credit were also excluded from the scope
of the enquiry.

2. I was appointed Special Officer, Banking Enquiry
on the 2nd January 1930.

'rmis of Reference.

Date of appoint-
ment.

8. The questionnaire issued by the Government of
India to the Provincial Banking Enquiry
Committees was modified within the terms
of reference and after its approval by H.E.H. the Nizam’s
Government, was issued to the public in English, Urdu,
Telugu, Mahratti and Kanarese. I attended the Confer-
ence of the Chairman and Secretaries held at Calcutta on

Itinerary.
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the 3rd and 4th of January 1930 and visited the following
marketing Centres—Umri, Nander, Parbhani, Jalna,
Aurangabad, Latur, Gulbarga, Raichur, Bhongir,
Warangal and Jedcharla.

4. In the Dominions there is a singular lack of com-
. . mercial bodics or associations for th
.ack of Authorita- . . . .
tive evidence. expression of their opinions and the protec
tion of their common rights for each plics
his own trade or industry within his resources and the
rinciple of joint liability and joint efforts are to a very
Farge extent absent. There are only two Chambers of
Commerce—onc at Hyderabad which has been in existence
for a number of years and one at Warangal which has onl
been very recently formed.  Under such conditions there
was, obviously, a paucity of authoritative information and
considered opinion. The number of written replies to the
questionnaire is 15 and that of the witnesses who were
orally examined, 89. (Witnesses examined jointly in the
marketing Centres in the district being taken as one).

5. The total cost of the Enquiry was Rs. 6,000.
Cost of Enquiry.

6. I wish to acknowledge the constant help and advice
given to me in the conduct of the enquiry
by Mr. B.A. Collins, c.1.E., I.C.S., Director-
General and Secretary to the Government of Hyderabad,
Commerce and Industries Department, and to thank for
the help rendered to me in the elucidation of indigenous
banking practice by Mr. Chisholm, Agent, Imperial Bank,
and Mr. Thomas, Agent, Central Bank of India, IIyderabad.

Acknowledgment.
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CHAPTER 1II.
Natural Division and Population.

7. His Exalted Highness the Nizam’s Dominions cover
an area of 82,698 square miles, which is larger than that of
England and Scotland put together.

“ It is divided into two large and necarly equal divi-
sions, geologically and ethnically distinct, separated from
each other by the Manjira and Godavari Rivers. The
portion to the north and west belongs to the trappean
region, that to the south and ecast being granitic and cal-
careous. There is a corresponding agrecment between the
two ethnical elements. The trappean region is inhabited
by speakers of Mahrathi and Kanarese, the granitic country
by the speakers of Telugu. The Trappean or black Cotton
soil country is a land of Wheat and Cotton ; while Telin-
gana, ot the granitic region, is a land of rice and tanks.”

The population in 1921 was 12,471,770 as compared
with 13,874,676, in 1911.

The density of population per square mile in 1921 was
151 while that of 1911 was 162.

8. The following statement gives the actual and pro-
portional figures for the four main classes
of occupations and compares the present
proportional figures with the corresponding ones in
1911 :—

Occupation.

_ Percentage | Percentage
Class Total in 1921 in 1911

A. Production of raw ma-
terials .. .. 6,947,913 56 68

B. Preparation and supply
of material substances. 3,123,616 25 23

C. Public administration
and liberal arts .. 763,092 6

=]

D. Miscellaneous .. 1,687,149 18 8

NN e e s
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The area under cultivation and under principal crops
for the years 1922-23 to 1927-28 with percentages to total
arca under cultivation are given in Appendix.

9. The following table gives the total outturn of
The odi Cotton as estimated by the Department of

1e estimated out-
turn of cotton,  Statistics and according to normals revised

by Dr. II. Mann.

[Statement.
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The column 8 exhibits an cxtraordinary :wmount of
Cotton left in balance in the Dominions. It is hardly
necessary to comment upon the figures. The cstimated
outturn according to Dr. H. Mann’s revised normals seem
to be too cautious as according to them the Dominions
should have imported over 1 lac 12 thousand beles during
the four years under consideration. While according to
the estimate of the Statistics Department the average
yicld of Cotton per acreis 1bs. 103 the average according
to the revised estimate is only ibs 50 per acre.

10. The value of imports and exports of the Dominions

as well as the value of exports of Cotton,
Kaxports and Ground-nut and Castor are given in Ap-

ports: pendix I. It may be mentioned that a
specific duty is levied on the exported Cotlon, Ground-nut
and Castor. The rate of the duty on Cotton is Rs. 5 per
Palla of 120 scers or Rs. 8-5-4 a bale, and on the Ground-nut
and Castor-sceds Re. 1-8 and Re. 1 a palla of 120 seers
respectively.  The total value of these commodities ex-
ported is calculated by the Customs Department from the
amount of the duty reccived on the basis of 5 per cent.
ad valorem. According to this basis the flat rate of the
price of Cotton is about Rs. 166 a bale. If the market
value of Cotton goes above the flat rate the figures of the
Customs’ Department fall short of and if it goes down they
exceed the actual value of export. In 1927-28 the average
price of Cotton was higher than the standard rate of the
Customs Department and if we calculate the value of
the quantity of exported Cotton during that year at that
average price the figures of the Customs Department fall
short by about 70 lacs of Rupees in;that year.

The value of imports do not include ¢ Muafis,” i.e.,
exemptions from import duty. ¢ There arc” says the
Administration Report of the Customs Department of
H.E.H. the Nizam’s Government for the year 1336 F.
(i.e., year ending 5th October 1927) ¢ two classes of exemp-
tions from duty, viz., * (¢) for certain commodities import-
‘“ed and exported, and (¢¢) for commodities imported by
‘“ the Departments of His Exalted Highness the Nizam’s
‘“ Government, thoseimported by the Garrison at Secunder-
‘“ abad and the Cantonment at Aurangabad for their
‘“ requirements, or by the members of these Forces for
*“ their personal use, the Residency staff, articles imported
“ by Railways and certain Companies or Mills, under
‘“ special agreements, such as, the Singareni Collieries, the
*“ Shahabad Cement Co., ete.”

Price in average Rs. 175 per bale.
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CHAPTER III.
Existing Credit Agencies.

11. Of the existing credit agencies in the Dominions,
the Imperial Bank of India, Limited, is, as
I“}P“““l. Bank and  clgewhere, the most important. Its branches
arge joint stock . . «
Banks. are situated in Hyderabard, Secunderabarl,
Nander, Jalna and Raichur. The Branch
of the Imperial Bank in Hyderabard performs the functions
of a Governnient Bank in some respeets.  Iis Exalted
Highness the Nizanm’s Government keeps a deposit with
the Bank the average of which for the last 5 vears ending
the 5th October 1929 was 123 lacs British Government
Rupees.  The Government also utilises the ageney of the
Imperial Bank at Iy derabal and in the districts to regu-
late the exchange of Osmania Sicea Rupees (0.5, Rupees)
with British Government Rupees (B.G. Rupees). It may
be mentioned that the silver value of the O.5. Rupees as
compared with the British Rupees is 0.5, Rs. 116-14-7
equal to B.G. Rs. 100, an’l the exchange between the two
currencies fluctuates according to the denanl for one or
the other in the busy and slack scason respectively. During
busy export season the Government supplies the O.S.
currency through the Imperial Bank to prevent the B.G.
exchange falling below 0.S. Rs. 114-12 for B.G. Rs. 100.

Of the large Joint Stock Banks there is ouly one branch
in Hyderabad that of the Central Bank of India, Ltd.
The Imperial Bank and the Central Bank in Hydcrabad are
mainly dcposit receiving and exchange banks. The per-
centage of their loans on all accounts to the deposits of all
kinds received locally is surprisingly small as exhibited by
the following table :—

1925 1926 1927 1928 1929

per cent. per cent, ‘per cent.per cent. per cent.

Imperial Bank . 5 8 10 14 19
Central Bank . 85 85 81 32 24
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But this table inay be misleading as the deposits might
inerease very much and it cannot be expectd that the
advances should keep pace with the inerease in the deposits.
I give below a moving index nuinber of the asivances made
by the Banks in which IThave expresse | the actual advances
made in every vear as the percentages of the advances
male in the previous year.

R |~ O - |{.———-. -1 -

S i 1925 192611926I 1927 1927 1928 [1928] 1929

Imperial Bank .. 100 i 96 lmo ) 171 [100 | 128 {100 | 107
| 1 {

Central Bank .. 100 il 16 100 ! 101 {100 128 [100 76

The Dperial Bank of India has rvecently adoptel a
more accommodating policy but the Central Bank is
gradually adopting a more halting policy in its inyest-
ments in Hyvderabad. It may be conceded that in Hy ler-
abad the nuinber of large and organised industrics is small,
and, as comparel with industrial and commercial towns,
channels of safe investment are few. and the merchants and
indigenous bankers are conservative.  These are imporiant
factors which restriet the field for the employment of the
funds at the disposal of the Banks, but at the same time
there is a complaint amongst the small industriadists that
Lhey reeeive neither accommodation nor encouragement
from the banks, which regard Hyderabad as a deposit-
receiving Centre rather than a Centre for invest nents.

The main source of their profit in Hydcerabad is the
exchange between O.S. and B.G. currencies.

12.  Other Joint Stock Banks are registered under the

: Hyderabad Company’s Act of 1300 F., and
Small joint stock  jn their articles of association they profess
thorised 'ca;ﬁm to undertake, in addition to receiving de-
of 1lac or under.  hogits and lending money, all other kinds
of activities such as (¢) to procure Govern-

ment or private lands and scll them to members for cash
or on the hire purchase system of monthly, half-yearly,
and annual payments ; (¢2) to buy or sell or otherwise deal
in horses, mules and cattle, ete., useful for the purpose
of modern agriculture ; (¢4¢) to improve the breed of cattle,

and other species and enhance their usefulness, etc. T

Some of them keep banking as the main function and
others delegate it to a subsidiary position. On account of
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the combination of functions, it is diflicult Lo fix the exact
number of banks and to forn a consoli‘'ate | balance-sheet.
The number of registered Companics whosce chief function,
professedly, is banking is given below with the authorised
and subscribed capital as they stood at the end of the
official year 1338 F., i.c., 5th October 1929 : —

CArrrTAL
No. of Companics T oy I
i Authorised | Subscribed Paid-up
i
4 S0 12,80,000 514,190 2,90,350
4 .ol 90,000 9,350 3,755
Total 8 L 13.20,000 5,23,540 2.91,105

Thesc banks can be conveniently divided according to
their activitics into  (¢) Mortgage Banks, and (b) Chit
Funds.

13.  (a) The Mortgage Banks which correspond in their
functions closely to the loan offices in Bengal, are confined
in their operations largely to the towns and arc urban in
respecet of share-holders, depositors and borrowers.  Their
number is very simall and all of them are situated in the
Karnatic division of the Dominions. One of them was
started in 1327 F. (October 1918) and was registered as a
limited concern in 1331 . (October 1922).  Its first
Balance Sheet issued in 1327 17, shows the subscribed
capital at Rs. 4,700 and a deposit of about the same
amount. The subscribed capital in 1338 F. stood at
Rs. 56,800, i.c., 60 per cent. of the authorised capital being
called in. In the same ycar the deposits from the public
were Rs. 1,83,841. The Mortgage Banks pay an interest
on deposits varying from 8} per cent. on current account
to 7 per cent. on fixed deposit for 2 years or more. They
lend money on the security of immovable property with an
additional endorsement of an independent third party.
They also lend against Gold. Therate of interest for the
former varies from 9 per cent. to 15 per cent. and for the
latter from 9 to 12 per cent.

Another feature of thesc urban Mortgage Banks is
what is locally called the ‘lots system.” Rs. 96 are ad-
vanced on the stipulated securities and the borrower
executes a bond of Rs. 182, and, undertakes to pay Rs. 2-12
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a month for 48 months. This system of loan is very
popular with artisans and petty merchants. This method
18 a common feature of all the banks of the type under
consideration but the amount of instalment vary accord-
ing to the amount of the loan and the period over which the
repayment is distributed.

14. (b) Chit Funds.—There arc about 6 Chit Fund
Banks, and all of thein have been registerel only recently.
The authorised capital of most of these banks does not
exceed Rs. 20,000 and the paid-up capital in many cases
is extremely small. The system of Chit Fund which is
becoming popular in Hyderabad has been imported from
Madras.

The value of cach Chit Certificate is of varying amount
ranging from Rs. 125 to Rs. 1,200.  For the Chit of
Rs. 125 there are 25 subscribers who subscribe each Rs. 5
for 25 months or 25 weeks and for the Chit of 1,200 12
members subseribe Rs. 100 each for 12 months. The
number of subscribers, the amount of instalment, and the
perio for which it is paid, is diffecrent for various Chits.
Thus every Chit Certificate is a group by itself with a
definitc membership and runs a certain definite course.
The bank itself is a member of every group to the cxtent
of one or more Chits, and the membership of the ordi-
nary members is transferable on payment of as. 8.
Members failing to pay the Chit instalments on o: be-
fore the fixed date are charged a penal interest. The
amount collected in the first month is taken over by the
bank without auction. The subsequent collections less
3 to 4 per cent. commission are auctioned and the
highest bilder of discount takes the money, but in no
case should the discount bid exceed a certain percentage
of the Chit-value which varies with different Chit funds —
in some it is 25 per cent. and others 50 per cent. The
discount is distributed as profit amongst the subscribers.
The bidder has to provide a security before he can draw the
amount and he usually gives a personal security of a third
party. The rate of interest depends upon the intensity of
the demand of the borowers. The higher they bid the less
amount of loan they get and conscquently the higher would
be the rate of interest on the loan. But at the same time
the dividends would also be higher. If we suppose the
collected amounts to have been auctioned at the maximur.
discount throughout the course of the period, which is
highly improbable, the average rate of interest for the
bidder at the first auction works out at about 18 to 20
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per cent. p. a. The danger in the Chit Fund is the default
of the payment by the subscribers. One of the Chit
Fund Banks in its short span of 1} year has already had to
resort to a Court of Law in 8 cases. Morcover, the mem-
bership of the bank expires on the termination of the
period for the chit.

15. The number and functions of the indigenous
Indigenous Bankers bankers has been dealt with in Chapter
" VIII. Thedeposits received by them from
the public cannot be ascertained but they seem to
bear a very small proportion to their working capital.
They operate largely on their own funds and co not serve
as the depositories of surplus wealth of the pcople and do
not perform that important function of the bank of draw-
ing the idle funds from the public and of establishing a
channel between the savings of the public on the one hand
and productive enterprises on the other. Whatever the
source of their working capital may be, they are undoubted-
ly of very great use to the mercantile community who
appreciate their method of dealing and prefer it to that of
the joirt stock banks. The indigenous bankers’ mecthods
arc swift and secret and do not involve niuch of documen-
tation and delay. To an average member of the mereantile
community in the Dominions, the Joint Stock Bank and the
Imperial Bank are toostiff-necked and difficult to approach.
The bankers on the other hand are more accommodating to
the needs and urgency of the borrowers. Their condition
with regard to security are more easy to satisfy than in the
case of the banks, and as a matter of fact almost the whole
of their advances to the mercantile community arec on
personal sccurity. They do not keep any fixed hours of
business and welcome a client at any odd hour of the day
or night. Nor do they insist on prompt payment of loans.
Even in the casc of Darshani Hundis, they allow a period
of grace of three days beforc the Hundi is returncd as
dishonoured.

They are in close touch with the people in general and
their clients in particular. Every one—even the poorest of
the folk—can approach them and lay before them his
requirements. These and other facilities are ingrained in
the habit of the public and the merchant class. It is no
wonder that preponderantly large number of people go to
them in prefcrence to the joint stock banks. The higher
rate of interest or of discount charged by the indigenous
banker is regarded by the customers as the price for the
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extra facilities they get. The bankers are formidable
rivals to the Joint Stock Banks, not on account of their
resources or greater deposits from the public attracted by
payment of higher rate of interest but on account of the
fact that their method of business is more convenient and
in conformity with the habits of the pcople. It is not,
however, suggested that the banks should adopt the
methods of the indigenous bankers. It only serves to
show that a great uphill task lies before the Joint Stock -
Banks.
" 16. The Dominions are served by the Post Office
Post Offloe Savings Savings Banks of His Exalted Highness the
Banks. Nizam’s Government as well as that of
the British Government.

The relevant figurcs as regards deposits and the number
of accounts opened with the British Post Office Savings
Banks in the Dominions are not available.

The Savings Banks of His Exalted Highness the
Nizam’s Government were opened in 1332 F. (1923). The
number of Savings Banks at the end of the year 1338 F.
(i.e. 5th October 1929) was 323. The number of accounts
opened upto the end of that year and the deposit on
balance with Government were respectively 28,896 and 8
lacs, 27 thousand.

Government as Credit Agency.

17. The Gc{\}rernment of His Exalted Highness the

, . Nizam is a very important source of credit.
(a)l.‘.ll;',‘;fmm'm t In the budget of 1337 F. a sum of one
crore of O.S. Rupees was set aside as an

Industrial Fund for the encouragement of industries in the
Dominions. The trustees of the Fund are three Members
of the Executive Council of the Government with the
Finance Member as the President while the Secretary to
the Government for Commercc and Industries acts as the
Secretary of the Board of Trustees. The rules by which
the use of the Fund is regulated are given in Appendix VI.
According to the rules, the corpus of the fund meay be uti-
lised in purchasing debentures and for advancing loans to
large industries. The income accruing from the corpus of
the fund is utilised in helping the small industries and
in financing industrial and other surveys and making
industrial experiments and granting scholarships for
studies. *The Industrial Trust Fund only commenced

5
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operations late in 1929 and its work only dates from the
present Christian year. During this time, besides under-
taking the Banking Enquiry itself, it has sanctioned
surveys of the poultry industry, the fruit industry, the
oil-seed and oil-crushing industry, the hides and leather
industry, the hand-loom and dyeing industry and the salt-
making industry. All these surveys are being carried out
by experts in the subjects, some of whom have been and
are being obtained from outside the State at considerable
cost. The Trustees have also agrced to finance two ex-
perimental factories, one for carpet-making at Warangal,
and another to revive the famous Pattan weaving industry
in Aurangabad Districts. Grants have been made to two
gentlemen to enable them to go abroad to obtain cxperi-
ence and training, onc in conncction with the Deccan Glass
Factory, and another with a view to develop and improve
the date-growing industry in the State. In addition to
this, two large loans have been made, one to assist in the
establishment of a marble quarry and the production of
marble, and another to cstablish an up-to-date rice-
hulling and saw-mill, while the Trustees have decided to
invest a sum of one lakh in a new concern for making
cigarettes in the State. A lakh of rupces has also been
set aside for advances to industrial co-operative societies.
The rate of interest on all these loans has also been reduced
from 7} to 6 per cent. Negotiations are also in progress
with a view to the establishment of a jute mill and another
Cotton spinning and weaving mill.”’*  The list of advances,
grants and other expenditure of the Fund is given below :—

* Note by Director-General and Secretary to Government, Com-
merce and Industries, circulated to the members of the Banking En-
quiry Committee.



Name of borrower

Mr, Mirza Maksood
Ahmad Khan, Dairy
Farm, Habshiguda.

Mr. Syed Meeran, Glue-
Maker, Nizamabad.
Mr. Ahmad Ali Ahmed-
ya, Knitting Fac-

tory, Hussaini-alum.
Mr. Anwarul Huq, Su-
perintendent of
Exhibition.
Mr. Syed Shabuddin,
The Deccan Klectro-
plating works.

Mr. Zoolfikar Hussain
Shamshi, Boot Polish
Factory.

Mr. Ikramulla Khan,
The Himayath Os-
mania Furniture
Mart, Station Road,
Hyderabad (Deccan).

Mr. Sved Abdul Kha-
dar, Azam Steam
Press.

Mr. Syed Ahmadulla
Hussaini, The Os-
mania Hosiery
Factory.

Mr. Ahmad Mohiuddin
Hussaini, Furmture
Maker, Kachiguda.

Mr. Nizamuddin Pro-
prietor, Riaz Islam
Factory.

Mr. Syed Amir Ali, Pro-
prietor, Nizamia
Restaurant.

Hakeem Ghulam Ali
Khan, Boot Polish
maker,

Mrs. E. H. Tarapore-
wala, Weaving Fac-
tory, Nampalli.

Mr. Syed Ismail, ‘“ Da~
rus Sanat, Chaman,
Afzalgunj, Hyder-
abad.

Mr. Syed Abdul Wah-
hab, Prgprietor,
Glass cutting Fac-
tory, Afzalgunj.

Kardi Mochi of Hingoli

Ahmad Mohiuddin

29

STATEMENT OF LOANS MADE TO INDUSTRIES FROM TEE
lNl)US’I‘RIAL TRUST FUND.

Amount
TRs. A r
3,207 11 1
1,847 15 6

240 5 O
9,530 11 O
1,650 0 O
1,912 10 10
10,000 0 O
4,392 5 11
590+ 5 O
3,500 0 O
60,000 0 O
10,000 0 O

933 5 4
1,800 0 O
8,400 0 O
2,000 0 O
8,000 0 O
9,000 0 O

Purpose for which the )

loan is taken

Object

For the construction
of building and for
working capital of a
dairy farm,

For working capital of
glue-making.

For the purchasc of
machinery for knit-
ting Factory.

For the purchase of
machinery for
Pharmaceutical work

For the purchase of
machinery and for
working capital of
electro-plating

For working capital
of a Boot Polish
Factory.

For the purchase of
machinery and crec—
tion of shed for fur-
mture making.

For the purchase of
machine press for
printing.

For the purchase of
machinery and for
working capital of
Hosiery Factory.

For the purchase of
machinery for furni--
ture.

For the purchase of
machinery and for
dovelopmg marble
found in the quarry
of Juxtapalli (War-
angal District).

For the purchase of
expeller for extract-
ing oils.

For working capital of
a Boot Polish
Factory.

For the purchase of
imported hand-loom

For the purchase of
machinery and for
an erection of shed
for moulding and
filing factory.

For the purchase of
glass cutting

machinery.
For working capital
of a shoe ing

factory.
For installationof
rice mill

For des cloping &
encouraging
small scale in-
dustrics in the
State.

do
do
do

do
do

do

do

do

do

do

do
do
do

do

do

do

do
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Purpose for which
Name of borrower Amount loan is taken Object
Rs. a.r
Mr. G. M. Kale, 8,500 0 O | For going to England |For effecting
Managing ‘Agent, and Germany to ob-|  improvement
Deccan Glass Factory tain information re- in the Glass
garding the erection Factory.
of furnace and glass
producer.
Registrar, Co-operative 50,000 0 O |For financing the Non-|For the improve-
Societies. artisan Co-opcrative | ment of cottage
Societies. industry.
Total 1,90,909 5 8
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STATEMENT OF GRANTS MADE FROM THE

INDUSTRIAL TRUST FUND.
Nature of grant Amount Object
Rs. A. P

Poultry Industry .. .o 2,000 0 0 | To carry out a survey of Poul-
try Industry in the State for
improving Poultry.

Oil and crushing Industry . 18,000 0 O | To carry out a survey of oil-secd
and oil-crushing Industry for
establishing oil-mills, etc.

Poultry Demonstration 1,601 10 8 | Toenable Y.M.C.A., Hyd’bad,
to give Poultry Demonstra-
tion to arouse interest in poul-
try farming.

To visit England and Germany 3,500 0 O | For effecting improvement in

to gain information regarding| the Deccan Glass Works.
the erection of a furnace and|
Glass Producer by the Manag-|
ing Agent Mr. G. M. Kale, of]
the Deccan Glass Works.
Fruit Industry .. .. 5,000 0 O |To carry out survey of Fruit
, Industry in the State.

Timber Seasoning Plant inclu- 8,455 0 O |For scasoning wood produccd
sive of recurring expenditure, in the State Forests for mak-

ing Furniture.,

Carpct Factory at Warangal .. 52,328 0 For the development of carpets
once famous in Warangal.

To undergo training in Pharma- 2,000 0 0 | For effecting improvement in
ceutical Chemistry by one of the method of manufacture
the representatives Mr. Abdul of Pharmaceuticals, etc. by
Azéz of Messrs. Abdul Razack Messrs. Abdul Razack & Sons.
& Sons.

To undergo training in Iraq 1,261 5 4 | For effecting improvement in
in date cultivation by Mr. date cultivation in the lands
Abdul Shukur. owned by Mr. Abd+l Shukur.

Banking Enquiry .. . 6,000 0 O | For the development of Agri-
cultural Banks in the State.

Economic Enquiry . .e 25,000 0 O Ix;)vestigation of indebtedness

y ryots.

Pattan Weaving Factory .e 20,767 0 0 | For reviving the once famous

Industry of Gold lace.
Do .. .. 15,000 0 O | Pagris of Phaitan.

Hand-loom Industry . 8,200 0 O |To carry out a survey for the

development of hand-weaving
& dyeing industry of the State.

Hide & lcather Industry .. 10,000 0 O | To out a survey of hide

and leather industry.

Total .,

1,77,188 0 O

\J




32

STATEMENT OF SCHOLARSHIPS GRANTED FROM THE
INDUSTRIAL TRUST KUND.

Nature of Scholarships

Scholarship for Lac Research,ctc.
given to Mr. Mahdi Hassan
for three years, 1339, 1340 &
1341. P. A.

Textile Scholarship for two
students, P. A.

Extra Textile Scholarship to
Mir Latif Ali, for a course of 4
years only.

Total

1

Amount

Rs. A. P
4681 0 O

6,336 0 0
.

3,768 0 0

14,785 0 0

Object

| For the study of Lac Research,
cte., and to be useful on his
return to the Osmania Umver-
sity.

For encouraging young men to
adopt themselves to Cotton
Mills Industry in the State.
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18. All Government servants are eligible for a loan for

(b) Loans for the the purchase of motor cars upto six times
purchase of Motor  their salary to be paid back by monthly
cars and con- jnstalments in 8 years. The rate of inter-

struction of . .

Houses. est is 6 per cent. The loan is secured by
the insurance of the car which remaing hypothecated to
the Government till the loan is paid off.* The amount of
loans granted upto the end of 1338 F. (i.e. 5th of October

1929) was Rs. 8 lacs and 53 thousand.

The Government of Hyderabad has, during the current
year, instituted a scheme of loan for the Officers of the
Government for the construction of houses. The loan
shall not exceed 12 times the salary of the Officer and it
shall bear an interest at 6 per cent. The loan shall be
repaid to the Government in monthly instalments of such
an amount that the whole will be liquidated within 5
years. The land and house, when constructed, will be
mortgaged to the Government for the loan.

19. Government Insurance is a compulsory saving

(¢) Government institution. Every employee of the Gov-
Insurance. ernment is obliged to join the Govern-
ment Insurance and to contribute 2 per cent. p.m. of his
salary as a minimum premium. The total number of
policies issued to the end of 1338 F. was 23,098 and the
value of the policies a little less than Rs. 1 Crore and 17
lacs, and the total amount of premium received from the
policy-holders in the abovementioned year was over 5 lac
of Rupees. ‘

20. In addition to the number of Scholarships given

by the Government every year, it grants

“"i,.‘ﬁ‘;':i,f;’,’ study lo};ns to the students onyt}z,e mortggge of

immovable property, for study in Europe.

The maxiinum amount of loan to every student is generally

limited to Rs. 12,000 and the rate of interest 6 per cent.

The loan is to be paid back in 7 years from the date of the

actual advance made which is done only quarterly. The

total amount of loan granted for the studies in Kurope

from the year beginning 6th October 1924 to the year
ending 5th October 1929 was 4 crores 27 lacs.
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CHAPTER 1V.

Present Method of Marketing Cotton, Ground-nut
and Castor.

21. In the absence of any rcgulations, the markets in
the Dominions are run according to traditional lines and
are fully controlled either by the agents of the important
buying firms or by the local adatyas. The method of
auction, the weights and market allowances and customs
vary in different markets. No two markets, however
closely situated they may be, are identical in wecights and
customs. The unit of weight for the sale of Kapas,
Ground-nut and Castor varies as follows, at the undermen-
tioned places which I personally visited :—

Kapas.
Nander .. ..(656 seers=Khandi.)
Umri .. ..(480 ,, s )
Parbhani .. ..(240 ,, » )
Jalna .. ..(132 ,, Palla.)
Aurangabad ..(182 , s )
Raichur ..(576 Nugg.)
Latur .. ..(800 ,, Khandi.)
Warangal . ..(240 ,, » )
Ground-nut.
Latur .. ..(96 Atki.)
Gulbarga .. ..( 96 s )
Raichur .. . .(2001bs.=Nugg.)
Caslor-seed.
Bhongir .. ..(1,280 ibs.=Khandi.)
Warangal . . .(800 Seers or 1,676} Ibs.=Khandi)
Jedcharla . . .(Paili)

(At Jedcharla Castor-seed is auc-
tioned in terms of Pailis but the
Castor is weighed and paid for
according to a bag of 156 Ibs.
which is according to market
custom equal to 36 pailis).

22. The Nander marketing yard is divided into two
Nandec. sections—one for Banni Cotton (Long
) Staple and another for Howri Short
Staple).) The Officers of the Agricultural department allow
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the carts to pass to one section or the other according to
the quality of the Cotton. Separate prices are settled
for both the qualities.

The Local Fund Board levies a market cess of 1 anna
per cart at the gates of the market and no cart is allowed
to enter the compound of the marketing yard after 1 p.m.
The carts arriving after that time wait, according to the
local custom, till the next day for the sale of the Kapas.
The sellers, as a rule, sell the Kapas through one of the
seller’s adatyas. Most of the adatyas perform the func-
tions of an agent both for sellers and buyers and also buy
the Kapas on their own account as dealers.

The scllers’ adatyas at Nander divide themselves into
groups in such a way that every group has a turn once a
week. This group is supposed to close the contract of the
sale with the buyers and is obliged to deliver the whole
produce that they have to sell that day to the highest
bidder---the other groups being free tosell their produce to
other buyers at the fixed rate. If the other groups do not
find a buyer who is willing to buy at the price fixed for the
day, the highest bidder, is, according to the custom of the
market, obliged to buy all the arrivals of the day. This
custom of the market by which the highest bidder is
obliged to take the delivery of all the arrivals in the market-
ing yard (7.e., all the carts that have been admittedintothe
maketing yard till 1 P.M., prevents the buyer of small means
to bid higher and thus spoil the market.

The sellers’ adatyas and buyers meet in a hall in the
middle of the marketing compound. The bid takes place
‘ under the cloth.” One of the sellers’ adatyas out of the
group whose turn it is on the day to close the contract goes
round to the buyers with his hand under a cloth. The
buyer indicates by the grip of the fingers the price he wants
to offer. At Nander where the Khandy is of 656 seers,
Rs. 100 are taken for granted and the buyer first indicates
the ‘tens’ by gripping as many fingers of the sellers’
adatya as he wants to offer and then indicates in the seconrd

rip the units. For example if he wants to offer 157, the

uyer grips the 5 fingers first indicating 50 and then 7
fingers. The sellers’ adatya goes round only twice. If
a buyer is anxious to buy he should bid high immediately.
When the contract is closed the adatya declares the price
as well as the name of the buyer.

6
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The carts move to the factories for weighment. The
weighment is done on beam-scales. Each Dokra (the bag
in which the Kapas is brought) is suspended from one end
of the beam and the weights are hung down on the other.
The Dokras are ripped open and a sample taken to the
buyer. The sample which amounts to about 2 Ibs. from
every dokra is not returned to the seller. If the buyer
approves of the quality, he allows it to be weighed. If
the Kapas is not of the standard quality or contains foreign
matter he specifies the deduction to be made from the
weight which in some cases is cxorbitant. The sellers’
adatya doecs put up a semblance of a fight on behalf of the
seller but alniost always yields to the draconic judgment
of the buyer. ’

The weighmeny at Nander arc_the employees of the
buyers and receive a salary according to their efficiency in
weighing. The greater the number of dokras they can
weigh during the day, the higher is their salary.

The various deductions in weight other than that made
on accoint of quality, and other incidental charges are as
follows : —-

Sample .. .. ..1 Seer per dokra.
Scale allowance for every Dokra less

than 100 seers .. . | do
Over 100 but less than 150 .13 do
Over 150 but less than 200 .4 do
Over 200 seers .. ..6 do
Hammalage . . .2 as. per Khandi.
Charity .. - . .2 do
Pinjrapole .. . .4 as. per Khandi.
For Tekri (a temple) .. ..} anna ,,

Sellers’ adatyas charge commission at therate of 1} per
cent. for Kapas and 1 per cent. for Cotton Lint.

The buyers sell B.G. Hundis usually on Bombay in
exchange for O.S. Rupees either in the bazaar or to the
Sub-Branch of the Imperial Bank wherever the rates are
more favourable, and the O.S. proceeds are paid to the
sellers’ adatya who in turn distributes the money to the
cultivators after deducting his commission and other in-
cidental charges and the loan with interest which he may
have advanced to the cultivator,
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28. Marketing of Kapas is a seasonal operation. The
lfggurgzs of thlf exp}?rt fof Cotton from the
. ominions show that from 76 per cent. to
Th,fﬂ?:m&o':k: 81 per cent. of the whole exp(I))rts of that
quantity of Kap-  commodity falls in the six months—Octo-
Nander. ber—March—while 81 per cent. of the total
Kapas carts that arrive at Nandcr Market
during the marketing season (November-March) are concen-
trated in the two months, 7.e., December and January. The
heavy concentration of the sale of Kapas in the t wo months
immediately after the harvest does indicate the financial
pressure on the cultivators but it is very interesting to find
out whether the forced sale of the Kapas resuits in the
lowering of the price of that commodity. The problem
cannot be solved by the study of prices at onc market.
The forces that govern them are world-wide anl beyond
the control of one market or onc country. The following
table however exhibits an interesting result.

In the table the first column under every month gives
the percentages of kapas-carts that arrived and were sold in
the market to the total arrivals in the 5 months November-
March. In the second column the average price for the
month has been expressed as percentage of the average
price for the same period (November-March).

Year NovEMBER DECEMBER JANUARY FEBRUARY MARCR

Carts | Price | Carts | Price | Carts | Price | Carts | Price | Carts | Price
1927-28 ..| 8°2 {102-0 53 101-1 28 (101-7 6:3 | 95-2 4-4 | 998

1928-20 ..| 5-3 ! 92-9 48 | 995 85 |101-0 | 6-4 '101-5 | 5-2 (104'8

1920-80 ..| 6°2 [100-3 | 41-2 114-2 41 [107-4 | 6-8 | 88:3 5| 806

Average ..| 65 [101-4 | 474 (1050 | 347 103:3 | 65| 95| 40| 950
These figures show that in the months of December and
January the price of Cotton was 3 to 5 p.c. above the aver-
age for the season, while the quantity sold was 81 per cent.
of the total for the same period. The highest price coin-
cides with the highest sale. But it should be remembered
that the figures are for too short a period to enable us to
derive a final conclusion from them and that the extra-
ordinary fall in the price of cotton in the months of Febru-
ary and March 1980 has increased to a very great extent
the percentages of the prices in the earlier months of that
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season. It may however be safely concluded that the
cultivators have not lost by selling the kapas in the earlier
part of the season of the three years under consideration.

24, Umri is an important market for pure Banni.
Umri Though there is a market-yard in Umri

) provided by the Local Fund Board of the
district of Nander, the carts are not parked there. Instead,
they proceed straight to the ginning factories. The
system of sale at Umri is different from that of Nander.
The sellers’ adatyas reccive from the buyers intimation of
their requirements for the day. The adatyas send the
carts of their adat to the various ginneries according to
their instructions, and the weighment begins even before
the price is scttled. The weighment takes place on weigh-
bridges. The adatyas asscmble at one of the ginning factor-
jes which is the most important purchaser in the locality
and settle the price for the day by open auction.

An important feature of the Umri Market is the ‘ Laoni’
purchase. Laoni is a forward transaction on cash basis.
The local acatyas and the Sahukars in the interior buy the
Kapas forward from the cultivators at fixel prices making
them payment of the price after deducting the commission
and other incidental market levies. The adatyas may buy
from the sahukar who in turn dcals with the cultivators.
No dates arc fixed for the delivery but it is generally
expected that the dclivery will be made before the end of
the season, i.c., March. As no detailed investigations were
carried out in the villages the percentage of the cultivators
who enter into contract for delivery at fixed prices, nor
the season in which such contracts are made, could be,
definitely, ascertained. But the Central Cotton Committee
in their General Report on Eight Investigations into the
Finance and Marketing of cultivalors’ cotton say * The
investigations in seven totally different cotton growing
areas—and these the most important ones—clearly show
that loans are required only at or before the commence-
ment of cultivation operations.” It may therefore be
assurhed that the cultivators enter into the contracts for
the delivery of Kapas before or at the time of sowing in
order to finance their cultivation operations.

The Sahukars and adatyas who have bought the Kapas
at fixed prices and have paid the price, do not wait for the
sale of their kapas till it has been delivered. They hedge
themselves by sale to the gin-owners who usually buy only

-
Each cart contains 8 to 4 dokras of about 800 to 400 seers of kapas.



89

from the middle of October. The adatyas remain uncover-
ed by sale from the month of June to September. In the
case of the sahukar sellers also no date for delivery is
fixed. They are free to make the delivery before the end
of the season.

On enquiries from various sources I have ascertained
that the difference between the price at which the Sahukars
sell and at which they buy is from Rs. 15 to 20. The Laoni
system is on the wane, and there is a sudden decrease in
the quantity of kapas purchased by the gin-owners. The
following are the figures of ¢ Laoni’ kapas sold by the
‘ adatyas *to agin-owner at Umri. As the gin-owner from
whom these figures are obtained is the most important
buyer of kapas at the market the figures may be assumed
to indicate the general tendency in the market.

Total quantity purchased by a Gin-owner in the year.

October to December 1924 . .2,177 Khandis of 480 Scers.

October to December 1925 ..2,167 do
October to January 1927-28..1,180 do
November to December 1928 .1,180 do
October to February 1929-30.. 910 do

The fall in the Laoni contract sale is ascribed by the local
sahukars to the default of delivery by the cultivators. In
case of default by the cultivators, the sahukars have to
buy the kapas in the market to fulfil their contract with
the gin-owners. If the price at which the sahukar buys
the ‘spot’ kapas is higher than the price at which he had
bought from the cultivator, the difference is naturally
debited to the cultivator. Though, they allege, they have
devised this method of covering themselves against the
loss, they are, in case of default of delivery by the cultiva-
tors, put to great inconvenience and anxiety to fulfil their
contract with the gin-owners, but I cannot say to what
extent the non-delivery of kapas by the cultivators is
responsible for the fall in the Laoni system.

The obvious cause for the fall in the quantity of kapas
purchased on Laoni system seems to be the general Jall in
the price of cotton and the consequent loss or shrinkage in
the margin of profit, to the purchaser. The average prices
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for ‘Laoni Purchases’ made by the gin-owners and the
average market prices for ‘spot’ are given below :—

AVERAGE MARKET PRICE
PER CANDY OF 480 SEERS

AVERAGE PRICE OF ILAONI PURCHASE
PER CANDY OF 480 SEERS

Month 0. S. Rs. l Month O.S. Rs.
Oct. & Nov. 1924 ..| 205 12 0 | Season
Dec. 1924 to | Highest 221
Dec. 1924 ..| 212 0 O | March 1925 Lowest 209
Oct. & Nov. 1925 .. 171 12 O | Dec. 1925 to H. 161
March 1926 L. 135
Dec. 1925 ..| 163 6 0 " AVERAGE
Oct. & Nov. 1926 ..l 104 5 0 |Dece. 1926 106 7 O
Jany. 1927 105 4 O
Dec. 1926 ..] 107 9 0 |Feb. 1927 117 8 O
March 1927 121 0 O
Oct. & Nov. 1927 ..| 15511 0 | Dec. 1927 160 3 O
Jan. 1928 162 12 O
Dec. & Jany.1927-28 ..| 162 5 0 | Feby. 1928 155 5 O
) March 1928 152 5 0
Nov. & Ilec. 1928 ..| 185 1 0 | Dec. 1928 187 8 0
Jany. 1929 140 6 0
Oct. & Nov. 1929 .. 121 15 0 | Feby. 1929 142 0 O
March 1929 142 0 O
Dec. & Jany. 192980 .., 125 0 O | Nov. 1929 122 1 0
Dage. 1929 128 0 O
Jany. 1980 126 6 0

The purchasers who have to bear the intcrest cha;g:eé have
lost considerably on their Laoni purchases and have
consequently abandoned the system.

25. Raichur is a centre of considerable importance
Raichur both for Ground-nut and Cotton. It is
’ the Central Market for that part of the
Nizam’s Dominions which is enclosed on one side by the
Krishna and on the other by Tungabhadra. There is a
Sub-Branch of the Imperial Bank at Raichur.

The marketing season, here begins from November
when the Mungari (early sown Kapas) begins to arrive.
The late sown kapas (Hingari) locally called Westerns, lasts
from March to June—the Ground-nut being sold from
November to March.

There is no marketing yard at Raichur but almost all
adatyas have well constructed godowns with big com-
pounds where the carts are parked. The sellers’ adatyas
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and buyers meet at Volkart’s Town Office at about 9 in the
morning and settle the prices for the day. They then pro-
ceed to the godown where the Kapas or Cotton is examined
and the bags (Cheks) marked by the buyer. The weigh-
ment takes place on the beam scales in the compound of the
godown and the Kapas or Lint is stored in the godown or
delivered at one of the ginneries according to the instruc-
tions of the buyers. The bags in which the Kapas or
Cotton Lint is brought is not given back to the sellers who
have got to buy them back again the next season.

According to the market custom the highest bidder
is not obliged to buy the whole of the arrivals that day.
He selects the Kapas, or Cotton and buys as much as he
requires at the settled rate. The other buyers may also
do the same or may wait to see whether the sellers agree to
sell at a lower price. It often happens that the cultivators
who are anxious to dispose of their produce and go back to
their villages are obliged to sell at a lower price. The
system practically leads to settlement of different rates
on the same day for the same kind of Cotton. Thesellers
have got the alternative of storing the produce in the go-
down. They have considerable convenience for storage
and if the produce is stored in the godowns for short
periods, say one week, they are not charged any rent
either. The cultivators however do not resort tothe use
of the godowns, and are anxious to dispose of their produce
onthesameday. The petty traders, who form the majori-
ty of the sellers at Raichur, do make use of the godowns
and also obtain an advance against the produce from the
adatya. These traders buy the Kapas from the cultiva-
tors and gin it with what is called stone-gin and sell the
Lint in the market. .

A remarkable feature of the Raichur Market is that
the sellers’ adatyas charge a commission both from the
sellers and the buyers. The former pay 1" per cent. and
the latter 14 per cent.

The customary allowances and incidental charges are
as follow. They are, it is hardly necessary to mention, in
addition to deductions made for quality and foreign
matter in the kapas.

-Sample—} seer to 1 seer (} of the sample is given to the
sellers’ adatya and } to the buyer).

Allowance—18} seers per Chek (bag) if it weighs less than
for tare 9 Mds. (1 Md.—12 Seers).
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16} seers per Chek if it weighs between 9 to
12 Mds.

194 Seers per Chek if it weighs above 12 Mds.
(If the gunny bag is double folded 3 seers in
addition to the above rates.)

For a temple—3 pies per cent.
Dharmada—1 anna per cent.
Hammali —2 as. a Chek of Kapas ;

1 anna Chek (Boja) of Cotton Lint.

26. The rise of the Market at Jedcharla is duc to the
opening of the Hyderabad-Dronachelam
Meter Gauge Railway. Before the open-
ing of this line, Jedcharla was a market of small dimensions
but of considerable importance as the road from Hyderabad
to Mahbubnagar bifurcated here to Nagarkarnool.

Before the opening of the Railway line the Castor-seeds
sold at Jedcharlawere carted to Secunderabad for shipment.
The price paid at Jedcharla was supposed to be the
Secunderabad price and 8 annas per bag of Castor were
deducted from the price paid to the Kunbis on account of
the transport charges to Secunderabad.

The arrivals of Castor and grains hap¢ very much
increased since the opening up of the Railway.

There are about 40 sellers’ adatyas, locally called
Kantawala (Scale-wala). The cultivators and dealers
bring the produce to the respective Kantawalas. There
are about 10 buyers’ adatyas who supply the seeds to
foreign firms according to the - limits * supplied them.
The Agents of these firms also reside at Jedcharla.

The carts stand in front of the shops of the sellers’
adatyas. The sellers’ adatyas, buyers’ adatyas and the
cultivators meet in a shop in the village at about 11 A.m.
where the open auction is held. The common customs
of the market at the various grain markets in the Domi-
nions is to auction separately the carts or the bags on sale
at every adatya’s shop. The number of separate auctions
is as many as the number of sellers’ adatyas who have
got something to sell. In some places, viz., Bhongir the
buyers move from shop to shop—starting at different
shops every day. In other places as at Warangal, the
sellers’ adatyas bring their samples to a shop where all
gather together. But at Jedcharla the sellers’ adatyas
pool the bags together. In the first bid an adatya may
throw in 25 per cent. of the bags he has to sell, in the

Jedcharla,
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second the rest, or may distribute his stock over a larger
number of bids. The adatyas usually throw in a small
number of bags in the first bid in order to see which way
the wind is blowing. On the day I went to Jedcharla
there were 1,500 bags of 166 1bs. each for sale. The first bid
took place on 650 bags and the second for the rest. Before
the auction opens the names of the adatyas and the number
of bags offered are read out. The highest bidder must
take the whole stock offered for auction or he may share the
stock by previous private understanding with another
buyer.

At all other marketing centres, as indeed all over India,
a fixed quantity of grain or cotton is offered for auction in
terms of Rupees. In the wholesale trade the rupee is
usually the variable factor. At Jedcharla the quantity
of Castor is the variable factor. The unit of quantity
which is offered for sale is the number of Pailis for a Rupee.
The Paili is divided into 16 as. and anna into Chirka, z.e.,
1 of an anna, Kani, ¢.c., 1/16 of an anna. For a rupee two
Pailis being understood, the bidders bid for Annas, Chirka
and Kani.

On the day I visited the market the first auction closed
for 2 Pailis and 12 "Annas, t.c., 2} Pailis and the second
auction for 2 Pailis and 11 § Annas. Those sellers’ adatyas
who had offered a lesser number of bags for the first bid
were jubilant over their tactics and a chorus of cheers rose
up when the bid was closed. But the Paili is only a
fictitious unit for the purpose of sale* The Castor-seed
is not weighed or measured according to Pailis. The bags
are filled with 166 Ibs. of seeds and a man who bought
e.g. 10 bags must pay for 360 Pailis according to the price
fixed in the auction. One bag of 166 Ibs. is supposed to
be equal to 86 Pailis. Assuming the price fixed is 3 Pailis
for a Rupee the value of a bag of Castor of 166 Ibs. is Rs. 12,
But Rs. 12 are not Eaid. Eight annas are deducted accord-
ing to the custom that prevailed before the opening of the
railway and only Rs. 11-8-0 are actually paid. The commis-
sion charged by the sellers’ adatyas varies from 8 as. to Re. 1

* Some interesting illustrations of the market custom by which a
produce is sold in one and delivered in a different unit are :—
In the city of Hyderabad the unit for which price of unripe Mangoes

is settled is

e 100 while 192 are delivered
do. ripe do. 126 do.

do. Bamboos 1,000 100 do.
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per cart. Other charges deducted are :—

Market allowance ..} 1b for every bag.

Dharmada . .2 as. per cart.

Muthi or payment  } 1b per bag.

to labourers.

The adatyas freely advance cash to cultivators and con-
sequently the percentage of cultivators bringing their own
produce to the market seems higher here than at Bhongir
or Warangal. It may be about 50 per cent. in the begin-
ning of the season. But at the end of the season the
village Banyas preponderate.

27. Middle-men are of various types performing func-

Part played by : v: 2y ops
Midle e tions of different degrees of responsibility.

First of all there are sellers’ adatyas. The sellers’
adatyas are always the Sahukars of the town. They are
money-lenders and make advances in cash or in kind to
the cultivators for their agricultural operations on the
understanding that the cultivators bring the produce to
them for sale. They receive intercst on their advances,
the commission on the sale of the produce of the cultiva-
tors, and a certain quantity of the produce by way of Muthi,
false weighment or deductions from weight for quality or
foreign matter. The accretion of income through the
latter is a source of great attraction and, I believe, a cause
of the great increasc in the numbers of adatyas at every
market. The loans to cultivators is not a necessary func-
tion of the adatya. It is only a method of ensuring busi-
ness in'the next season. Only the Sahukars with sutficient
cash make advances to the cultivators. Otherwise the
adatya business requires very little capital. The adat{;a
is usually paid by the buyer the same day on which the
produce of his cultivator-client is sold, and he passes on
the money to the cultivators after deducting his commis-
sion and other incidental charges. He requires no appli-
ances or furniture except a cheap scale with a horizontal
bar and ropes hanging down on either side, weights, which
in some cases are improvised by chipping the ordinary
granite stones, and a note-book. Every well-to-do culti-
vator sets up a shop of sellers’ adatya. At all the Marketing
Centres the number of adatyas has grown out of all
proportion to the nceds of the business. The post-war
boom period had yielded the adatyas considerable income
but with the fall in prices and in the outturn of the crops
the total proceeds of the commission have decreased, As
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the commission per head has declined the adalyas, un-
controlled by any organisation, unscrupulously rcsort to
all kinds of unfair means for depriving the sellers, and if
they can the buyers, of their legitimate dues. A number of
the sellers’ adatyas at the Marketing Centres also keep a
retail shop for the supply of various articles to the culti-
vators. The extent to which the articles arc supplied on
credit could not be ascertained.

Buyers’ adatyas are of various types. There are adat-
yas who undertake to supply the produce—e.g., Cotton—
to their principals according to their instructions in respect
of daily prices. They buy the Cotton within the limits
received, finance their purchases, get the Cotton ginned
and baled and rail it to its destination. They are held
responsible for the quality of the Cotton supplied. They
finance the purchases themsclves drawing on their princi-
pals only either after the produce has reached its destina-
tion or after it has been booked at a railway station for
transport. The middle-men carrying all these responsibi-
lities receive a commission from Rs. 4 to 5 per cent. Of
these however there are very few in the Dominions.

There are other middle-men who are purely commission
agents. They buy the produce in the market according
to the daily limits given them by the representative of the
buyer who almost always resides at the Marketing Centre.
The commission agents or adatyas are not held responsible
for the quality of the produce though if they are very
careless in the selection of the produce they are liable to
be dispensed with and another appointed in their place.
They supervise the weighing, ginning and pressing the
Cotton and may also finance the purchase of the day. If
they do so they are however re-imbursed very soon. They
may remain out of funds for at the most a week. The
Hi-k& and exporting firms usually employ the local adatyas
for the performance of the above-mentioned functions in
addition to appointing their representatives at the import-
ant Marketing Centres. The adatya business of this kind
carries neither responsibility nor financial liability. They
make themselves useful to the buyers on account of their
knowledge of local customs and local conditions. They
are paid 4 to 12 annas p.c. as commission.  This kind of
commission agency is very popular with the Sahukars in the
district Centres and they compete with one another for
the favour of being appointed as agents by the Mills or

exporting firms.
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Other Sahukars are ‘ dealers.” They buy the produce
in the market at the rate fixed for the day and may sell it
next day or a few days later to the agents of the mills or
the exporting firms if they can get a small profit on the tran-
saction. If they have adatya-connection in Bombay they
send the produce there to be stocked in godowns and sold
at a profitable rate. The Bombay adatya allows them to
draw against the Railway receipt upto 75 per cent. of the
market value of the produce despatched. They also
receive.orders from their clients at other places. These
clients are Khatadars, ¢.e., those whokeep arunning account
with them. They are in constant communication with
each other and with their Pedhi or adatya at Bombay.
If on the available information they find that the export
or import of a produce would bring them a profit they
immediately take steps to move the produce from one
place to another. The local adatya on the receipt of such
orders despatches the produce and draws a hundi usually
on the consignee’s Bombay Pedhi. The adatya charges a
commission of about 4 to 8 annas on the value of produce
sent.

It may, however, be mentioned that all the buyers;
adatyas and dcalers are also the sellers’ adatyas.

The Mills and exporting firms have penetrated into the
districts and buy direct from the cultivators at almost all
marketing centres of importance in the Dominions. They
also purchase, as has been mentioned before, from the
dealers if the price offcred suits them. In addition to these
two methods of purchase, the firms also enter into contract
with the dealers for forward delivery, when the dealer is
responsible for the accuracy of the weight and of the
standard purity. He draws against the railway receipt
90 per cent. of the value of the produce despatched—the
remaining 10 per cent. being settled after the weighment
of the bags and the analysis of the seed.

The system of forward sale is not common in the Do-
minions as the chances of the local sellers being able to buy
at lower rates are remote unless there is a general down-
ward trend in the prices of the produce and the local dealers
do not possess enough knowledge to prejudge the probable
course of prices. The presence of the agent of the firms at
the Marketing Centres has to a very large extent eliminated
Jocal influences on prices.

The presence of the agents of the Mills and of exporting
firms at the important markets has, on the one hand,
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enabled the cultivators to get the world price of their
produce and, has, on the other hand, converted all the
dealers who as dealers bore the risks and the responsibili-
ties of an independent business-man into commission
agents whose duties are devoid of all those qualities which
go to make a successful man of business. The small dealer
has been absolutely ousted out from the markets. The pro-
cess of substitution is complete and it is a remarkable
proof of the efficiency and superiority of modern business
organisation which has at its disposal unlimited financial
resources and up-to-date knowledge of the general move-
ments in the world-markets. The petty ignorant and
conservative business-man with limited knowledge and
resource which in most cases was confined to the cash in
his box, could not, naturally, compete with superior orga-
nisation. And the Sahukars are conscious of their position
and are content with what they can earn as the hirelings
of superior forces.

28. The variety of weights is very confusing to an
Difficulties of investigator in the methods of marketing.
Marketing. The buyers at the marketing Centres con-
vert the ¢ limits ’ of prices they receive into
local equivalent according to the local unit of weight. The
mental training of the Sahukars in matters of conversion of
prices into different weights or the different weights into
prices is such that they calculate the equivalents of any
place without any cxertion or loss of time. The variety of
weights restricts the freedom of the cultivators in the choice
of the markets for the sale of their produce. Itis impos-
sible for them with their present education and training to
find the equivalents of various marketing centres, and
they are consequently compelled to take their produce to
the market where they are accustomed to go. Though
the value of the produce would be approximately the same
at different centres, the provision, at a competitive market-
ing centre, of greater facilities of lower rate of interest on
loans, adatyas commission, of ginning and pressing charges
all of which go to increase the net price obtained by the
cultivators, fail to attract them immediately to” that
centre. They are accustomed to sell in one market ; and
they lose their bearings and are at a loss to find their
actual position in another market where weights and
customs are different. .

The variety of weights seems to have been deliberately
introduced by the Sahukars in order to prevent the culti-
vators from going over to other centres and thus deprive
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the sahukars of the commission or avoid the repayment
of their loans. The introduction of uniform weights would
make the marketing simple and intelligible to the culti-
vators. It would, to a certain extent, enable the cultiva-
tors to make free choice of the market at which to sell
their goods. It would also be a great convenience to the
buyers who operate from a head-office far removed from
the markets.

The checking of the accuracy of beam-scales and the
provision of Government-stamped weights are moreimport-
ant than the introduction of the uniform weights for the
sale of the produce. The beam-scales and the weights are
provided either by the sellers’ adatyas or the buyers’
adatyas. The representatives of the exporting firms and
mills check the weights which are used for the weighment of
their own purchases but there is no control over the weights
or scales used by the dealers for weighing the produce
purchased on their own account and there is reason to
believe that in this case the weighment is not always fair.
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CHAPTER V.
Finance for the Export Trade.

29. The export trade of the Dominions exhibits a
Approximate valge Sudden rise from the month of October.
Afexports Fi- The rise and fall in the export trade is
panced by OS.  shown on the chart on the opposite page.
pees. The export-curve reaches its peak in
January and then falls precipitately though the fall is not
so precipitate as its rise.

The aggregate export from the Dominions during the
last five years from 6th October 1924-25 to 5th October
1928-29 according to the figures of the Customs Depart-
ment, was over 84 crores, 82 lacs—the annual average
being 16 crores, 86 lacs. Out of this annual average 50
per cent. or 8 crores, 85 lacs is concentrated in the four
months from November to February every year, and 66
per cent. of the whole export or a little over 11 crores takes
place in the six months from October to March. For a
predominantly agricultural country the concentration of
exports during one part of the year is a common pheno-
menon, but the concentration of heavy exports in thc space
of a few months, in the absence of banks and banking habit,
puts a very great strain on the currency authority for the
supply of funds. It may however be mentioned that the
whole 11 crores worth of exports of the busy season are
not financed by the O.S. currency alone. The cotton,
ground-nut and other exports from Aurangabad district
including Jalna, and exports from Raichur and Osmanabad
flistrict are wholly financed by B.G. Rupees.

The figures of the total exports from the districts
using B.G. currency are not available, but an approximate
estimate can be made from the traffic statistics of the
Railways. The annual average value of cotton, gram and
pulse, jawari and bajra and linseed booked for export
from Sailu to Manmad on the N. S. Railway, and of cotton
from Raichur proper on the G.I.P. Railway, is over 2 crores
50 lacs. The value of exported ground-nut from Raichur
and of other produce from all the stations mentioned above
and the value of the export by road from the Osmanabad
district are not included in the above figure. If all these
figures were taken into account the total may go up very
high. The bazaar estimate, however, is that 8 to 4 crores
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of B.G. currency is required for the marketing of the crops
during the busy season. Allowing for the fact that the
value of exported articles by the N.S. and G.I.P. Railways
given above are for the whole of the year and not for the
export season only the bazaar estimate of 4 crores of B.G.
requirements may be taken as approximately correct.
This leaves us with about 7 crores of export for the busy
season which has to be financed in O.S. Rupees.

It may be mentioned that the export trade during the
slack season (April to September) except that of the late
sown cotton is wholly financed by the import of piece-goods
and other articles.

The estimate of O.S. Rs. 7 crores of finance is only for
the export trade. The internal trade obviously must be
much more than the external trade. As the food and
other important crops of internal consumption have been
excluded from the Enquiry I am not in a position to say
how much finance is required for them and what is the
method adopted by the Komtis and Banyas to carry the
stock from one season to another.

30. 'In the following paragraphs an attempt has been
So made to analyse the sources of supply of
urces of supply . .
of 0.. Rupees. O.S. Rupees but it need hardly be said
that there is no line of demarcation be-
tween the supply of O.S. Rupees for the exported produce
or for the produce sold for internal consumption.

One of the sources of supply of O.S. Rupees is the
Government through the Imperial Bank in Hyderabad and
its branches in the districts. But the Government supplies
0.S. Rupees in unlimited amount against B.G. only to
prevent the fall of B.G. exchange below the minimum, t.e.,
0.S. Rs. 114-12-0 for B.G. Rs. 100. Following are the
figures of purchases of drafts by the Government :—

1334 F. (year ending 5th Oct. 1925) O.S. Rs. 19,99,990

1885 Do 1926) .,

1336 Do 1927) ” ..
1387 Do 1928) ” 1,94‘,08,250
1388 Do - 1929) ,,  1,80,59,334

The figures of the purchases of Drafts by the Govern-
ment, however, show that the supply is intermittent and
that the annual average bears a comparatively small pro-
portion to the total O.S. finance required in the export
geason.
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The Imperial Bank and the Central Bank supply a
considerable amount. The total supply through these
two sources may be between 14 crore to 2 crores. The
exact figures are not available.

The indigenous bankers lay down O.S. funds earlier in
the monsoon and it is estimated by the bazaar that about
a crore of O.S. Rupees are supplied by them during the
export season. -

According to these estimates 3} to 4 crores of O.S. Rs.
are supplied by the Government, the banks and the
bankers. The rest are supplied by the importers and
sahukars in the districts and private individuals.

The cultivators, on the sale of their produce, pay back
the loans which they had received earlier, to the Sahukar-
adatyas who employ this fund for the finance of the
market. In view of the fact that the Sahukars of the dis-
tricts are more or less independent of the bankers in
financing the cultivation operations the finance through
them may be considerable.

Another source of supply is the importer. A part of
the money that flows into the pockets of the cultivators
through the sale of their produce returns to the coffers of
the importers of piece-goods and other articles. These
importers buy the hundis drawn by the buyers of the
produce in order to transfer their funds into B.G. for the
payment of their imports. This function—essentially that
of a bank—is performed by the traders as there are no
banking institutions in the country. Wherever there is a
bank the importers, during the export season, prefer a
bazaar hundi to bank draft. The reason seems to be the
convenience which the custom prevailing in Bombay gives
them by which the firm on which the hundi is drawn has
to deliver the amount at the payce’s firm while a bank draft
has to be collected at the bank. But this convenience
may be a point of consideration only for thosé who collect
the hundi in cash. It is not a convenience for one who
keeps an account with a bank in Bombay. Another
reason for the preference of the importers for the bazaar
hundi tothe bank draftis the ease and lack of formality
with which the bazaar transaction is performed.

The visible supply of O.S. funds, if I may call it so,
from the Government, the banks and bankers is, according
to the above calculation, only about 60 per cent. of the
total O. S. finance required for the export during busy

season. If we take the currency required for the whole of
8
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the produce —food crops as well as commercial crops—the
percentage of supply from the abovementioned sources is
very small. The funds made available through the import-
ers cannot be much at least during the carlier part of the
season becausc it is only latcr in the season that they realise
the credit granted to tﬂe rctail dealer. The sahukars and
the money-lenders of the districts and the landlords and
the rich members of the community should supply a consi-
derable proportion of the total O.S. funds rcquired for
marketing the produce.

81. The silver contents of the O.S. Rupees—the legal
Exchange tender currency of the Dominions—is, as
" mentioned before, 0.S. Rs. 116-14-7 for
B.G. Rs. 100. But the silver contents of the respective
Rupees do not, under normal conditions, dctermine the
exchange. Both are token coins. They are notes printed
on silver, and their exchange rate is the result of demand
and supply.

His Exalted Highness the Nizam’s Government, accord-
ing to thd Finance Department Notification No. 7 of 1335
Fasli, have put the maximum and minimum limits to the
exchange at O.S. Rs. 119 and O.S. Rs. 114-12 for B.G.
Rs. 100. If the B.G. exchange tends to go above O.S.
Rs. 119 for B.G. Rs. 100 the Government undertake to
supply B.G. Rs. in unlimited amount and if it tends to fall
below O.8. Rs. 114-12-0 for B.G. Rs. 100 they undertake
to supply O.S. Rupees in unlimited amount. The Govern-
ment accordingly control the exchange through the Impe-
rial Bank at Hyderabad and its branches at the districts.
During the export season the Treasury supplies the Impe-
rial Banks with O.S. Rupees/for the purchase of hundis at
the exchange rate of O.S. Rs. 114-12-0 and O.S. R. 114-10-0
for B.G. Rs. 100 at the City of Hyderabad and the district
centres respectively where a branch of the bank is situated.
il‘his operation checks the fall of B.G. Rupees below the

imit.

The chart opgosite page 49 shows a rise in the B.G.
exchange from the months of February or March. The
rise coincides with the fall in export trade and the conse-
quent decrease in the demand for O.S. Rupees. Concurrent
with the decrease in the demand for O.S. Rupees, there is
a gradually increasing demand for B.G. Rupees by the
importers of piece-goods and other articles who having
accumulated O.S. funds are desirous of remitting them to
Bombay or other cities in British India for the payment of
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the imported articles. This demand for B.G. accentuates
the rise in its exchange till it reaches the highest peak in
the month of May or June. Though the export continues
to fall till the end of September the O.S. begins to appre-
ciate as early as June.} The reason for this curious pheno-
menon is not far to seek. The indigenous bankers, specula-
tors and other dealers in currency begin to lay down funds
in O.S. at the most favourable rates. The bubble of rising
B.G. exchange is perhaps pricked first by the sahukar-adat-
yas who need theO.S. currency to be advanced to culti-
vators for their agricultural operations. The turn leads toa
scramble on the part of the holders of B.G. currency to
convert their balances at the most favourable exchange.
The precipitancy of the downward curve is checked to a
very small extent by the cautious policy of the banks which
lay down O.S. funds only after they are sure of the success
of the monsoon and thus hold back from the market a
little longer.

It may be noticed from the chart that the B. G.
cxchange has not, since 1928 riscn to the heights to which
it had risen before. It cannot be said whether this is due
to trade conditions, Swadeshi movement or the nervous
anxiety of amateur spcculators in exchange who unload
their hoardings of B.G. Rupces early. It may be mention-
ed that the rich members of the community have taken to
the cxchange business only recently.

The rise and fall in the exchanges have provided the
rich people with a safe method of earning a profit. They
convert their 0.S. cash into B.G. in the months of Decem-
ber and January and reconvert it into O.S. in the month of .
June. The operation yields them Rs. 2 to Rs. 2-8-0 p. c.
according to the height to which the B.G. exchanges goes
up. The difference in exchange value of the Rupees is a
source of extra profit for the banks and bankers. They
convert as much of their surplus cash balance as they can
afford into O.S. during the monsoon and reconvert it into
B.G. in the export season. The operation brings them
good profit. .

The rich people have not been slow in taking to this
exchange game which brings them an easy profit of 2 to
8 per cent. without involving them in risk or trouble and
offers them the further inducement of always enabling
them to keep their whole wealth in cash. Their hoards
only see the light of day twice a year to take advantage of
the difference in exchange. As every one dabbles in ex-
change there is considerable excitement in the bazaar at
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the turn of the half year. The usual question asked of the
bankers by the ¢ gentlemen with the cash ’ at the time of
precipitate rise and fall in exchange is whether he should
liquidate his operation at that moment.

This sure and easy profit on exchange prevents the
development of the banking habit and the utilisation of the
savings in productive enterprisc. Instead of the savings
being investe. in industries or commerce they lic idle and
at the same time earn a small interest. The bankers, on
the other hand, discourage the deposits of O.S. Rs. for less
than a year, otherwise the depositors would withdraw their
funds from the bank during the busy season when they
arc most needed by the bank. We have thus a peculiarly
unfortunate position. The rich membrs of the public and
the banks both contribute towards hindering the develop-
ment of Lhe bankingand investing habit. The effcct of
the profit on exchange permeates every economic activity
of the pcople. The borrowers have to pay during the
export season higher rate of interest on the loans in O.8.
to make up the potential loss on exchange to the lender.
The prices of imported articles are affected. These last
two points have been referred to in the chapter on Import
and Industries.

If the difference between the lowest and highest point
of exchange were reduced, the tendency of the people to
hoard cash and be content with the vield on exchange
operation ‘would be considerably checked and those who
have a desire to earn something on their savings would be
induced either to deposit their money in the banks as long
term deposits or invest it otherwise.

32. The remittance of funds is of considerable import-

. ance in every part of India as the produce
mﬁm.;ﬁ?wt: f O{E.; has to be gugchased, at the mgrketing
marketing cen-  centres, in cash which is supplied either

' by a branch of the Imperial Bank locally

or where there is no branch of the bank, is brought from the
chief supplying centres of the district or the province. In
the Dominions the O.S. funds can be obtained at the
Imperial Banks in Hyderabad and its branches at Nander
Jalna, and Raichur. The buyers cannot always carry the
cash with them to the marketing centres though in some
cases they do make an arrangement for regular shipment
of rupees to the place of their operation. Itis theindige-
nous banker who performs thefunction of transferring funds
from a place where they are not required toa place where
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they are and earn a discount on the transaction. The dis-
count includes the cost of transportation, premiium for risk
and their profit. The discount on the ready cash at those
marketing centres where there is no branch of the Imperial
Bank is considerable. It may be mentioned that of the
important O.S. using markets Nander is the only market
which possesses a branch of the Imperial Bank. All the
other centres are supplied with cash by the indigenous
bankers who send the money either by railway parcels or
through a trusted servant. The remittance through the
treasury by the purchase of supply bills is comparatively
insignificant, the average amount remitted through this
means for the last 5 years from October 6th 1924 to October
5th 1929 being just a little less than 3 lacs a year. The
reason is that the Government issues supply bills at its
own convenience and they are not usually issued at a time
when they arc required most.

Some indigenous bankers keep branches at the market-
ing centres which purchase the hundis drawn by the
buyers—-the mills or exporting firms—and send them to
Hyderabad to be endorsed and discounted at the Imperial
Bank. The procceds of the bill are sent to the marketing
centre either by un-insured railway parcels or through a
trusted servant. The risk of loss of funds in transit is
borne by the indigenous banker. The indigenous bankers
also act as comrnisson agents for their clients at the market-
ing centrcs. The clients purchase the hundis and send
them to the indigenous bankers in Hyderabad to be redis-
counted at the Imperial Bank and the proceeds to be
shipped to them. The indigenous bankers charge a com-
mission of about 2 as. p. ¢. While the risk for the loss of
funds in transit is borne by the clients, the indigenous
bankers hold themselves responsible to the Imperial Bank
for the encashment of the hundi in Bombay or any other
place it is drawn upon. The indigenous bankers and the
local shroffs in the marketing centres undergo a consider-
able risk in the operation. The funds in transit are not
insured and the railway does not bear any responsibility
for the loss of the parcels. Secondly the advances made
against the hundis are clean credits. They are not cover-
ed by any documents of title to the produce.

The cost of transportation of funds is reduced by the
device of sending Government currency notes along with
silver rupees in the same parcel.
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The daily exchange rate at any market Centre, in the
absence of a source for ready supply of money, is determin-
ed by the quantity of Cotton, and other produce sold, on
the one hand, and the supply of cash available in the
market that day. The difference between the Hyderabad
and Latur rate ranges from about 8 annas to 4 annas. It
is hardly necessary to rcpeat that the lower the B.G.
exchange falls the less value in O. S. Rupees the cultivators
get for their produce.

As far as financing the commerce of the Dominions is
concerned, the chief functon of the indigenous bankers is
the supply of cash at the marketing centres, and the differ-
ence in cxchange or the commission from the clients
whom they supply the funds, the main source of their
profit in this respect.

33. The dealers in produce and merchants arc conser-
L vative and regard the publicity of the fact

ack of short terms . .

Accommodation. Of their having borrowed from a bank or
banker as derogatory to their status and

prestige though they have no hesitation in borrowing
from an agency in a far off place like Bombay. The
traditional methods of financing the trade holds its sway.
The traders use their own funds to finance their operations.
They always allege that they buy the produce from their
own funds and regard this independence in finances
as a matter of pride and prestige. They might receive
some deposits from the public, but in cases of Sahukars in
the districts it could not be much. A large number of the
Sahukars in the districts are the agents (munims) of the
big indigenous bankers who keep them supplied with funds
as they arc required for the purchase of the produce. The
local Sahukars have limited means at their disposal for
their opcrations in the market. They either borrow funds
from the indigenous bankers on personal credit or from
their adatyas in Bombay against the bales of cotton or
bags of Ground-nut, Castor, etc., sent to" them and
deposited in locked godowns there. The agents of mills or
exporting firms usually make arrangements for cash credit,
etc., with their banks or bankers in Bombay. It is not
possible to estimate or even guess at the proportion of the
borrowed capital to owned or the proportion of funds bor-
rowed from the Bombay adatyas against produce and from
the indigenous bankers in the city of Hyderabad as clean
credit. But it seems that the funds borrowed from Bom-
bay adatyas’ banks or bankers against produce are much
more than funds borrowed from the indigenous bankers,
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It may be mentioned that indigenous bankers in the city or
the marketing centres also lend against produce locked
in their godowns but this system is not common and bor-
rowers fight shy of it and look upon such system of ad-
vance in their own centre of operation as derogatory to
their prestige. The advances against produce from the
branches of the Imperial Bank at such important market-
ing centres as Nanded, Jalna, and Raichur are very small
or none at all. Thus the actual state of finance for export
trade is—Credits are obtained largely from Bombay or
other centres and only to a small extent from the local
indigenous banks or bankers. This conclusion is to a
certain extent confirmed by the very small amount of
accommodation obtained by the indigenous bankers of the
city from the Imperial Bank in Hyderabad. Thus the
credit centre for thc Dominions is not Hyderabad but
Bombay. The purchasers of the produce—the sahukar
dealers or agents of mills or exporting firms—draw hundis
according to the needs of the day on theicZopediters and
sell the hundis in the bazaar for O.S. Rupees. All these
hundis are. Darshani Hundis or Demand Drafts and they
are drawn in B.G. rupees. The importers of piece-goods,
indigenous bankers and banks purchase these hundis for
0.S. Rupees and the necessary amount of cash for the
purchase of hundis is sent from the city of Hyderabad to
the district centres in the manner described above. The
banks and bankers supply their surplus O. S. cash against
B.G. hundis thus transferring their funds into B.G. This
operation, as explained before, brings them a profitfor
exchange.. The banks and bankers are thus largely not
agencies for short term credit but only agencies for remit-
tance of funds and exchange houses. They are at best an
agency for credit only for that period which elapses between
the encashment of hundi at a marketing centre in the
Dominions and its encashment at Bombay or any other
centre in British India. The Sahukars in the district
centres are not linked up for credit with the indigenous
bankers nor the latter with the Imperial Bank except for
the purpose of remittance. The lack of proper credit for
short or long term periods is a great handicap in the way of
commercial and industrial development. Ihave made some
suggestions for the development and encouragement of
credit institution in Chapter VL
84. The indigenous bankers, merchants and dealers
Negotiable Instru-  ATaw, endorse, and discount Hundis and
ments drafts as a matter of course. It is one of
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the essential features of their activities. The common
kind of Hundi, however, is the Darshani Hundi—the
Demand Bill. The Hundis are purchased and drawn
for remittance of O. S. funds to the marketing centres. It
may, however, be mentioned that the indigenous bankers
in Hyderabad are now tending to draw more of Dhanijog
Hundis in preference to Sahajog. The indigenous bankers
of Hyderabad usually draw on their own branch or head-
office in the Cities of British India and to protect them-
selves from the responsibility to * see that the presentor is
the proper person to get the payment >’ they are now issu-
ing Dhanijog which is, more or less, a bearer cheque. The
payer of the Hundis has another protcction in the custom
by which he is obliged to make the payment for the Hundi
at the office of the payce.*

The indigenous bankers always allow their clicnts a
certain limit previously agreed upon upto which they can
draw, the drawcr paying the rate of interest agreed upon
on daily outstanding loans. As the City of Hyderabad is
the chief centre where cash can be obtained thc usual
practice of borrowing secms to be as follows. The client
instructs the banker by telegram or letter to send a certain
amount of money. If neccssary the banker draws a Hundi
on his own branch or hecad-office in Bombay and discounts
the bill at the Impcrial Bank and sends the proceeds to the
client. The banker writes on the top of the Hundi the
name of the client-or the firm to whose account the money
should be debited. The advances made against the Hundis
are all clean credits without any cover but they are all
drawn according to previous agreement and within pre-
scribed limits. Dishonouring the Hundi is an event of
rare occurrence. It may happen in a case when a drawer
having to meet a maturing liability overdraws his account
and the drawee is not willing to accommodate him. If
the Hundi is returned unpaid, the drawer has to pay a
penalty of Rs. 2 to 8 p. c. according to the local custom.
At some places the custom imposes a fine of only Rs. 2
per Hundi whatever the amount of the Hundi may be.

* This custom is observed in the City of Hyderabad with modifica-
tions. The payer makes the payment at the office of the payee only
when th: latter is of equal status with the former. Moreover for the
purposes of the honouring of the Hundis the City of Hyderabad and
Secunderabad are regarded as separate places with the result that if
the payee is in Secunderabad he has to_collect money from Hyderabad
or vice versa. As far as export trade is concerned the Hundis are not
made payable in Hyderabad or Secunderabad, Bombay is the chief
clearing centre for the Dominions,

9
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The duty on Cheque and Dasshani Hundis has been
abolished in British India but 1 anna Stamp duty is still
imposed in the Dominions. As the cities in British India are
the clearing centres for the Dominions and there is intimate
financial relations between the firms in the State and out-
side, it is advisable that the Stamp duty on Cheques may
be abolished in the State. The retention of the duty un-
favourably effects the bankers who reside in the city of
Hyderabad as compared with those who live in the British
administered area in the State. There is a strong desire
on the part of the formerto give themrelicf by abolishing
the duty, and I recomniend that the duty on cheques and
Hundis should be abolished to conform with the conditions
prevailing in British India.
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CHAPTER V1.
Better organisation of the Market.

35. As there are no regulated markets in the Domi-
nions, there are no market committees,
Bill for Reguiating  1© licersed adatyas, no rules governi
the Markets. the conduct of sales, no regular methods
for settling the disputes and no control
over the market allowances and deductions.

A bill called The Ilyderabad Agricultural Produce
Market Bill has been introduced in the Legislative Council
of the State in 1929. The law, when passed, would em-
power the Government to declare by notification that a
place shall be a Cotton Market or a market for any other
agricultural produce under the Act. Every such market
will have a defined arca within which noother market
will be allowed to function except by the special permission
of the Government. The Bill provides for the constitution
of market committees. The Committee shall consist of
not less than 8 and not more than 16 members of whom
not less than half shall be agriculturists. One quarter
of the non-agriculturists would be representatives of the
dealers and the rest would be Government Officers. The
bill proposes to introduce licenses for commission agents,
weighmen, godown keepers, and the commission agents
will be prohibited to act both for the buyers and the sellers.
The rest of the provision, which need not be detailed here
arc generally on the lines of the Bombay Cotton Market
Act of 1927.

The bill proposes to abolish or at least to regulate the
customary allowances or deductions from the produce.
Section 13 runs as follows :—

* No trade allowance other than an allowance pre-
“No trade allow- Scribed by rules or bylaws made under
ance not re- thig Act, shall be made or received by any
cognised by cus- : . .
tom or rules al- person in any transaction in a Cotton
lowable.” Market established under this Act, and no
Civil Court shall, in any suit or proceeding arising out
of any transaction in any such Cotton Market, have

regard to any trade allowance not so prescribed.”

‘ Ezplanation.—Every deduction other than deduc-
tions on account of deviation from sample, when the
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purchase is made by sample, or of deviation from stand-
ard, when the purchase is madc by reference to a known
standard, or onaccount of difference between the actual
weight of the sacking and the standard weight, or on
account of the admixture of foreign matter, shall be
regarded as a trade allowance for the purposes of this
Act.”

The proposed law recognises two kinds of deductions.
The first are the customary allowances recognised by prac-
tice and known beforchand and the sccond are the arbi-
trary deductions made on account of quality, dampness
and admixture of foreign matter. Only the former will
be regulated by the law.

The cultivators, in the unregulated markets, suffer
more by arbitrary deductions than by deduction made
according to recogniscd practices of the market. The
prices of Kapas at the Markcting Centres in the Dominions
are governed by the Bombay prices, and, wherever there
are Mills and exporting firms, competing with each other,
they take the net yield of the produce which they actually
receive after recognised market allowances have been de-
ducted, as the basis for the calculation of the local equiva-
lent of the Bombay prices. In calculating the local equi-
valents the extra quantity of produce reccived through
recognised market allowances goes to the credit side in
the same way as the Dharmada or the commission paid by
the buyers to the local adatyas or the export duty are
included on the debit side. The customary allowances
which are recognised by practice and known beforehand
are not, in the competitive markets, a net deduction from
the produce sold by the cultivator and do not deprive
him of his legitimate dues. The regulation by law of these
practices will, however, make the market system simple
and easily comprehensible.

The arbitrary deductions, on the otherhand, areextreme-
ly difficult to regulate by law. It may only be expected
that the existence of panchayat for the settlement of dis-
putes would encourage and embolden the cultivators not
to submit meekly to the decisions of the buyers in respect
fo quality, dampness or admixture of foreign matter.

The export duty on the Cotton, Ground-nut and Castor
seeds is another important deduction from the price ob-
tained by the cultivators for their produce. Under the
present state of commodity prices the rate (Rs. 8-5-4 per
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bale of Cotton) is very high. I recommend that the rates
should be lowered.

86. Under the present organisation of the money
N . market in the Dominions the banks and

eed for -credit -
Agencies. the bankers are more the agencics for
the encashment of hundis, Demand Drafts,
than agencies for credit. The usance billis rarely used and
advances against produce or raw-material except in cases
of textile mills are not resortedto. Thissystem encourages
quick disposal of the produce from the grower to the ulti-
mate dealer in the Dominions. The grower of the produce
does not, during the export season, get accommodation
facilities from the sahukar-dealers of the districts ; the
sahukar-dealers, it appears, do not get sufficient accommo-
dation from the indigencous bankers to carry the stock
for better prices. They finance themsclves cither from
their own funds or by borrowing against stock from the
Bombay adatya. The district sahukars are in respect of
credit for commerce independent of the Hyderabad indi-
genous bankers or at least not so much dependent on
them as they would be under an advanced stage of credit-
institution. For credit purposes they scem to have more
relations with Bombay adatya than with Ilyderabad indi-
genous bankers. The indigenous bankers do not borrow
against stock or against commercial papers from the Im-
perial Bank. The branches of the Imperial Bank in the
districts apparently do not get any' customers for short
term accommodations. Thus the threec credit agencies—
the sahukar in the districts, the indigenous bankers and
the Imperial and Joint Stock banks are not roped together
for credit. But district sahukars depend for the encash-
ment of the hundis and for the remittance of funds on the
indigenous bankers who in turn are dependent for the
supply of cash on the Imperial Banks.*

At the marketing centres there is a very great need of
banks which may act as proper credit agenci¢s and which
may establish intimate business relations with the dealers
and traders and if possible with the cultivators and which
may guide them to the uses and advantages of the modern
methods of finance. It is therefore recommended that
facilities as regards remittance of funds and warehouses
should be provided so that either joint stock banks may
be started or the British Indian Joint Stock banks may
be encouraged to establish their branches at the district
marketing Centres.

* The encashment of darshani-hundi does imply credit but is not a
short-term loan see p. 58.
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87. The banks have to face large number of difficulties
Facilities for Re. 1 the districts, the most important of
mittance. which is the remittance of funds from the
city of Hyderabad to the Marketing Centres. Joint
Stock banks cannot, obviously, run the risk of loss
by transporting the funds in uninsured parcels by rail
or through trusted servants. As far as the 0O.S.-B.G.
exchange is concerned, a joint stock bank in the
district cannot compete with the sahukars and the indi-
genous bankers who by importing funds at less cost can
easily oust the bank out of the exchange market. The
Sahukars and the bankers do, at the presecnt moment, run
the risk of importing funds in uninsured parcels but they
feel very uneasy about it and strongly desirc some other
and safer method of remittance to be introduced.

According to the present arrangement the Imperial
Bank and its branches situated in the districts are supplied
with O.S. funds from the local treasury free of cost. The
Bank purchases Hundis for the Government at 114/12
or 114/10 for B.G. Rs. 100 in the city and districts res-
pectively and thus prevents the fall of B.G. Rs. below
that limit. The Imperial Bank is held responsible for
the encashment of the hundis purchased for the Govern-
ment. This arrangement should be extended also to
those important marketing centres in the districts where
there is no branch of the Imperial Bank. The indigenous
bankers or the branch of a British Indian joint stock bank,
if established, may rediscount the Hundis at the Imperial
Bank and instead of withdrawing the proceeds in cash
from the Bank may get a Supply-bill from it on the Gov-
ernment Treasury in the district where the funds are to
be sent. This method of remittance will ensurc freer
flow of funds to the districts during the export season and
will reduce the difference between the Hyderabad rate of
exchange and the district rate of exchange. It would
provide safe method of remittance of funds to the district
and may encourage the establishment of joint stock banks
or their branches in the districts.

If a branch of a British Indian joint stock bank were
started in the districts the Government may keep a certain
amount on deposit with the Branch and the Local Fund
Boards and other semi-Government bodies should be
encouraged to keep their banking accounts with it.

The development of the system of credit against stock
will, it is expected, provide the banks with considerable
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field for rediscount of trade bills at the Imperial Bank.
Pending that development the Imperial Bank may be
expected to give all reasonable rediscount facilities to the
branches which are recognised-and receive concession from
the Government. If in all these respects the policy of the
Imperial Bank is not accommodating, the Government
should consider the advisability of starting a State Bank.

There are, at the present moment, no local banks with
such capital and management that they may be safely
entrusted with all the functions mentioned above. If,
however, a bank is started with sufficiently large paid-up
capital and by its management and organisation presents
reasonable prospects of future development the Govern-
ment may help it in any of the above-mentioned ways.
The Government should also provide for the bank storage
facilities as recommended below. The proposed remit-
tance facilities, however, depend on its relations with
Imperial Bank.

38. Immovable property is not an ideal security for
a bank for its advances. Cotton, Ground-
nut and grain are morc easily salcable and
if properly warchoused form the best security for a bank.

“Tt is generally recognised by Banks and other
financial institutions, that cotton properly warehoused
affords more satisfactory, security for loans than perhaps
any othcer commodity but the difficulty hitherto has
heen the lack of a satisfactory warehouse receipt.
The physical conditions attached to the warchouse must
be considered. The ownership and management must
be responsible, so that holders of receipts for goods
stored in it may feel assured that the commmodities re-
presented by the receipts will, under all circumstances,
be in the warehouse awaiting the return of receipts.
Furthermore, the Banks and others making loans against
warchouse receipts for cotton must be protected against
adverse liens, and must be satisfied that the pledger
of the commodities covered by the receipt has a good
and legal title to such commodities.””*

A properly organised warehouse is a necessary condition
for the growth of the modern credit institution. The
godowns at the marketing centres in the Dominions are
owned by private individuals and are not properly con-
structed. They may, in the beginning, be useful to the

* Governor Hardinge quoted by Mr. B, F. Madon in a note cir-
culated to Banking Enquiry Committees,

Warehouse,
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banks to keep the cotton and other produce hypothecated
to it for the advances it has made. But the receipts of
such godowns, if there be any, would not be acceptable
to a third party as ¢ a good and legal title * to the commo-
dities covered by the reccipt. The owner of e.g., bales
of cotton stored in the warchouse should be able to sell
his produce by simply transferring the warchouse receipt,
and the bank, if in possession of it, should in casc of need,
be able to rediscount the documentary bill at the central
credit institution. This facility, if provided, will go a
long way in making the warchouse and the credit institu-
tions popular with the traders in cotton and other produce.
Under present conditions of enterprise in the Dominions
1 do not expect that private capital would be forthcoming
to establish such organised godowns as will command
the confidence of the banks and traders.

I recommend that the N. S. Railway should provide
the warehouses and wherever the N. S. Railway does
not pass, the ‘Market Committees’ to be established
under the proposcd law for marketing should do so.

The rent charged by the warehouse plays a dispro-
portionately important part in the imagination of the
traders who disregarding the superior services compare it
with the charges levied at the ordinary godowns in the
town. The rent may, therefore, be kept as low as possible
at least till the traders have fully realised the advantages
and the material gain accruing to them from the ware-
house system. The Government should bear on the
N. S. Railway or guarantee the Market Committees, any
loss incurred in running the warchouse. In view of the
very great importance of the devclopment of the system
of advances against warehouse receipt for the traders
and ultimately for the cultivators, this expenditure will
be fully justified.

The Certificates issued by the warchouse authorities
should, by law, be given the characteristic of a negotiable
instrument.

39. At the present moment Gaorani (large staple)
Gaorani as valid and Howri (short staple) of the Dominions

Sender. do not constitute valid tenders either
against Hedge or Delivery contract as prescribed by the
By-laws of the East India Cotton Association.

« However it would be open to a seller to enter into
Delivery contracts for specified growths of cotton,
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e.g., Nander Gaorani and Aurangabad Howri, in which
case the seller would be justified in tendering these
growths of cotton against this contract, provided
such cotton shall have been pressed at the place or
places mentioned in the contracts.” * .
I am not in a position to discuss the difficulties in the way
of the recognition of the above-mentioned growths as valid
tenders against delivery or Hedge Contracts. But such
a recognition is an esscential feature of the scheme recom-
mended above. It would be a very great convenience
to the dealers and stimulate the use of credit agency and
warehouse. I recommend that necessary steps should be
taken in this direction. '

*Extract from the Letter from Secretary, East India Cotton Association,

10
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CHAPTER VII

Import Trade.

40. The average imports of the Dominions are 14
crores 28 lacs a year. The heaviest import season is
November, December and January. It is during the
export season that the cultivators who bring the produce
to the market make the purchases of the imported articles
before returning to their villages. Moreover, the low
exchange value of B.G. in terms of O.S. Rupees is an
incentive to import in the busy season. As far as foreign

s are concerned, the local wholesale dealers purchase
them from the Bombay importing firms and do not have
direct relations with manufacturers or exporters in the
country of origin. The Customs tariff of the State gives
a preference to direct import from the country of origin
to import from the wholesale dealers in Bombay, Madras
or Calcutta. According to the ruling of the Executive
Council made in 1831 F. * the real value of a consign-
ment should be taken to mean its value at the place from
which it was consigned, i.e., exclusive of the railway freight
and other charges upto a sea port of that country, and
exclusive of freight and other charges upto a sea port in
India.” In spite of this preference, the Commercial
Community in the State, on account of difficulties of
clearance at Bombay and chiefly due to the fact that
Governmont does not remit the import duty on re-exports,
have not developed business relations with the foreign
countries and direct imports from them is negligible.

The wholesale importers are not commission agents
but dealers who buy the goods in Bombay for cash ér on
credit. The usual method is to pay a certain percentage of
the price in cash and get an accommodation for the balance
for a period of about a month. The wholesale dealers
of the Dominions sell to the retail dealers on personal
credit according to individual ¢ limits.’

Most of the importers in the Mahratwada districts
are Muslim merchants from Kathiawar called Kutchis.
Every Kutchi has a Pedhi at Bombay which keelgs him
applied with goods according to his indent. The Kutchis
selY the goods to the village traders and petty merchants
who usually get an accommodation for about a month.
The Kutchis send round their trusted servants to collect
the money from their debtors and to make enquiries about
the financial position and business affairs of their clients,
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During the nmionsoon when the cart-tracks become im-
passable and business is at its lowest ebb, the Kutchis
close their shops and return to their homes for a sojourn
of three months.

The method and amount of accommodation the Kutchis
get at Bombay for financing their imports could not be
definitely ascertained. Their Pedhi at Bombay, however,
is the central organisation for the supply of commodities
and acts as a clearing centre. If they order goods from
any place other than Bombay they ask their principals
to draw the hundis for the goods sent to them on their
Bombay Pedhi. They transfer the funds accumulated by
sale of goods by buying the hundis in the local bazaar
and send them to Bombay Pedhi to be encashed.

The Kutchis also borrow money from the local Maha-
jans to finance their imports. The local Mahajans buy
the B.G. hundis during the export season in exchange for
their surplus O.S. funds and instead of holding the B.G.
funds or depositing them with the Bombay banker, lend
the money to the Kutchis at a rate of interest varying
from 9 to 12 per cent. The Kutchis use these B.G. funds
to finance their import trade and pay back the money in
B.G. Rupees or in O.S. Rupees at the prevailing rate of
exchange in the months of I&ay or June before they leave
for their homes. As they borrow B.G. at a time when its
value in O.S. Rupees is low and pay it back when it is
high, this difference of Rs. 2 or Rs. 2-8-0 is obviously
carried over to the price at which the imported articles
are sold. The consumers ultimately pay for the difference
and the lender gets the profit on exchange in addition
to the rate of interest. The value of the whole of the
imports in the Dominions is converted into O.S. at the

avourable rather than the favourable rate of excha
of the local currency. The importers could not do other-
wise. By the time their stock is cleared and debts from
the retail merchants realised, the B.G. exchange goes
up and they have to pay a higher price in O.S. Rupees to
get the given amount of B.G. for the repayment of the
advances they had obtained to finance their imports.
The ultimate effect is that the consumers do not get the
benefit of low exchange for B.G. Rupees. The profit on
exchange goes into the pockets of the bankers and lenders,
or to the extent of their own funds, into the pockets of the
dealers themselves. But there is a very important con-
sideration in this respect. Practically the whole of agri-
cltural produce is sold in the market at a time when
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B.G. Rs. 100 are worth only O.S. Rs. 114-12-0 or O.S.
Rs. 115. But the cultivators pay for their purchases of
imported articles at a higher rate of exchange, i.e., about
0.S. Rs. 117 for B.G. Rs. 100. The net loss to the con-
sumer of imported articles arising out of the difference in
exchange is about 28 lacs a year on the annual average
import of the Dominions. As the agriculturists are about
three-fourth of the total population, the loss on their
purchases of imported articles due to the exchange is
considerable. The loss to the consumers arising out of the
exchange can be rectified only by narrowing down the
margin between the minimum and maximum exchange

value of the O.S. Rupees.

41. There is no chief distributing centre for the im-
Distributing centre. ported articles in the Dominions.

The traders in the North-western districts of the Do-
minions import articles direct from Bombay via Manmad.
On account of the length of the N.S. (Metrc Gauge)
Railway in those districts, the railway freight has been
arranged in such a way that the cheapest route *for picce-
goods press packed from Bombay to all stations between
Bolarum and Manmad is via Manmad.” The railway
freight, as it stands, precludes the City of Secunderabad
from developing into a distributing centre for the North-
western districts of the Dominions. But, nevertheless,
Secunderabad occupies a position of grcat advantage as a
distributing centre for the castern, north-castern and
southern districts of the Dominions and for the out-lying
districts of the Madras Presidency and Central Provinces.
It has direct Broad Gauge connection from Bombay,
Sholapur and Ahmedabad—the chief industrial centres of
the western presidency—leading to Madras Presidency
and Central Provinces via Bezwada and Balharshah res-

ectively. The Meter Gauge connection (Hyderabad-

ronochalam) gives it access to the district in the south.
Secunderabad has to a considerable extent taken advant-
age of these facilities in communication. But its expan-
sion as a distributing centre is prevented by the fact that
the Government does not allow remission of duty on re-
exports. The importers of piece-goods and other articles
have to be very careful and cautious in their indents
lest stock may remain unsold on their hands, and, which
cannot be re-exported except at a loss. If duty were
remitted on re-exports, Secunderabad may develop into
an important distributing centre.
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CHAPTER VIII.
Industries.

42. As agricultural credit was not included in the
scope of the present enquiry, I have had no opportunity
of studying the methods of financing Cottage Industries
or industries subsidiary to agriculture. The Himru in-
dustry of Aurangabad was the only one I could cursorily
examine during my visit to that place and a reference has
been made to it at the end of this Chapter. Nor have the.
larger industrics, e.g., textile mills, been dealt with. There
are scasonal industries like cotton ginning and pressing
factories and oil-presscs, etc. They are owned by indi-
genous bankers, exporters or mills. The number of
gins and presses as compared with the quantity of cotton
is so large that a considerable number of them remain
closed every vear. At most of the cotton markets, the
owners of the gins and presses have an agrecment amongst
themsclves as regards the charges to be levied, the number
of factoricy to work during the season and the distribution
of profils to all the factory owners in proportion to the
number of gins and presses in their factories. The high
ginning and pressing charges undoubtedly reduce the
price of cotton obtained by the cultivator. . .

43. The organised industries in the city of Hyderabad
Fi are few. The glass, button and tile and
inance for small . . .
Seale Industries.  Other factories are small joint stock or
private concerns. Most of them were
set up by private capital and are run by individuals from
their own funds. They do not deal with the banks for
any kind of credit. The evidence shows that the local
banks have in some cases turned down the: request for
accommodation and do not encourage the industries to
deal with them on any account except on that of cash
basis, e.g., releasing of railway receipt for imported articles
on the payment of the price. A witness informed me that
a factory owner was asked by a bank to secure the guar-
antee of the Government for its advances. Though
the factories do not provide sufficiently liquid securities
viz., Government bonds or stock in godown, the general
impression amongst the industrialists is that the banks
are unsympathetic towards them. This, I believe, is
true. In the present stage of industrial evolution in the
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‘Dominions, the bank should be a sympathetic adviser
to the rising industrialists. They are to be educated into
the uses of those methods of accommodation which are
both safe to the banks and advantageous to the indus-
tries. There is reason to believe that the local banks are
not prepared to go to the extent of actively encouraging
the industrial development of the country.

The advances from indigenous bankers are uncertain
and the rate of interest high. The real rate of interest
paid by the industries on the short term loans is higher
than the nominal rate of interest. If the accommodation
is for one year—from one busy export season to another—
the borrower does not stand to lose on account of exchange.
If the accommodation is required only say for about six
months, the banks and bankers prefer to make advances,
during the busy season, only in B.G. Rupees. As the
value of B.G. Rupees in terms of O.S. rises in the slack
season, the borrower has to pay more in O.S. Rupees to-
wards the liquidation of his debt.

For the industries, the Government Industrial Fund
is another source of credit. The advances from the Fund
are, however, for fixed capital expenditure to be repaid in
annual instalments over long periods. Though advances
Yor current expenditure are allowed by the rules of the

und, the trustees do not and obviously cannot under its
resent organisation keep a current account with their
'customers and provide them the same current account
facilities as a bank can. The Trust Fund, being a purely
Government affair, cannot be expected to be as expedi-
%us as & bank could be. The procedure for the sanction
of the loan and the process of mortgaging the property
ust be gone through before an actual advance 1s made.

The needs of short and long term credits are not
wholly fulfilled either by the banks or the Trust Fund.
Those who have started industries are facing difficulties

n the way of accommodation and do not present a parti-
:ularly attractive picture to those who aspire to undertake
a new enterprise.

44. Cotton ginning and pressing and Crude Oil pressing
are the only industries which even a busi-
Technical know- . .

ledge. ness-man can think about or aspire to
establish. He is at a loss to know what other indus-
tries can be started and profitably developed. He is
lacking in technical knowledge and advice. This ignorance
is due to the lack of education and of intimate touch with
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the outside world. Neither have the possibilities of in
dustrial development in the State yet been explored by aj
authoritative body of experts whose findings might giv
guidance and lead to those who possess capital and ente

prise to start new industires. The dissemination of auth

ritative advice as regards new industries and the methods
of production are necessary for the industrial awakeninq
of the people in the State. ?

45. The Himru industry at Aurangabad is now enter-
ing that stage in the evolution of industries
which may be called the factory stage.
A few of the Himru weavers have purchased the foot-
power looms, winders, etc., and employ weavers on
iece-wages. One enterprising weaver proposes to use
Ellectric power to drive the looms. The looms have consi-
derably increased the production. The Himru factory
owners finance the purchase of looms mostly out of their
own savings supplemented by borrowing from the indi-
genous bankers or co-operative societies. They sell the
Himru either through the local shahukars or the sahukar-
adatya in the city of Hyderabad. The adatya adds, ac-
cording to the arrangement, a certain commission to the
price fixed by the weaver for every piece of Himru and
sells the cloth in the market. The Himru factory owner
also draws on the adatya previous to the sale of the cloth
paying the usual rate of interest on the borrowing.

The coats made of Himru and women’s pyjamas made
of Mashru are used only on festive occasions and the sale
of the produce corresponds to the season in which marriages
and other religious ceremonies fall. The demand is thus
seasonal and the looms are liable to lie idle in the slack
period.

The weavers use imported yarn—both silk and cotton—
and have to pay the import duty on it. An Octroi duty
is levied on the Himru imported into Hyderabad and
Secunderabad city and an export duty on the export out-
side the Dominions. The removal of these restrictions
would give considerable relief to the Himru weavers.

The sale of the produce is a problem of considerable
importance for the future of the industry. The sale of
the finished product to the local sahukars cuts deep into
the profits of the weaver. The adatyas in the city of Hy-
dera%ad on account of the small amount of business that
it brings, have no inducement to push it. The weavers
thémselves are neither-educated nor broad-minded enough

Himru.



74

to pool their produce for sale. Under the circumstances
I believe the multiplicity of adatya connections at differ-
ent towns combined with accommodation facilities for the
purchase of raw material, etc., from the co-opcrative socie-
ties is the only probable way out of the difficulty.

All the industries large or small are considerably handi-
capped by the imposition of import and export duties
and an Octroi duty on the import of commoditics from the
districts of the Dominions into the City of Secunderabad
and Hyderabad. Machinery is exempted from duty but
the imported raw material is taxed. Export duty is
levied on all commodities exported cxcept those which
have been specially exempted. The octroi duty at the
City of Hyderabad and Secunderabad prevents the city
from developing into a distributing centre for the products
of the State and deprives the small industrialists of those
facilities of sale which only a City can offer. The textile
mills situated in the city have to pay octroi duty on the
finished goods consumed in the city in lieu of octroi
duty on the import into the city of raw cotton, while the
textile mills in the districts are exempted from the pay-
ment of the octroi duty on the goods imported into the
city. Asthe tariff committee is expected to deal with these
problems, they are here mentioned only to emphasise the
difficulties and anamolies of the tariff arrangement as in
force today.

46. For the active encouragement of, and, the pro-
vision of accommodation facilities for the
industries, the existence of an industrial
Bank is essential. It is recommended that an Industrial
Bank should be established with the active participation
of the Government. Debentures and shares of the bank
should be floated for subscription by the public and the
Government should contribute towards the capital of the
bank by purchase of share of an amount equal to the total
subscriptions by the public of banks’ shares and deben-
tures. The purchase of shares by the Government will
inspire the public with full confidence and it is expected
that the shares and debentures will be fully subscribed
by the public. The share-holders should be given the right
of electing theirrepresentatives on the Board. The Gov-
ernment nominees on the Board which should be in pro-
portion to the shares held by the Government, will be
sufficient guarantee for the safety of the Government funds.
An advisory committee consisting of representatives of
share-holders of the bank and of prominent members. of

Industrial Bank.
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commercial and industrial section of the people may also
be instituted.

The experts of the Industrial and Commercial Depart-
ment should be placed at the serviee of the bank. The
bank should be accorded the same privileges in respect of
registration, cte., which the Co-operative banks enjoy at
the present moment.

The bank may be allowed to receive current and fixed
deposits and to grant in addition to long term loans short
term accommodations to the industrics.

11
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CHAPTER IX.
Indigenous Finance.

47. The number of indigenous bankers, money-lenders
Definition and the  gnd other financing agents cannot be
umber  of the . A .

Banks. ascertained. As there is no income-tax
in the Dominions, even that partial source of information
is not available here. In the table XVI of the Census
Report of 1921 (occupation or means of livelihood) under
order 24, i.e., Banks Managers, moncy-lenders, cxhange
and insurance agents, mofcy changers and brokers and
Their employecs, the number of actual workers is 9,233
(male 6,698 a@1d females 2,625) while under the order 25
i.e., brokers, commission agents, commecrcial travellers,
warehotuse ownérs and employees the number of actual
workers is only 250. As the occupations in the orders 25
and 24 over-lap caé¢h other and are combined with other
occupations, e.g., merchants, dealers and land-lords, the
exact number of financing agents cannot be arrived at.

The term °Indigenous Banking ' is defined, in the
questionnaire issued by the Iinance Department of the
Government of India for the use of the Provincial Banking
Enquiry Committees, as follows *“It includes any individual
or private firm recciving deposits, dealing 1n hundis or
lending ‘money.” "The Chairman of the Central Banking
Enquiry Comimittees, at the Calcutta Conference, explained
that a money-lender was one who used his own money
and turned ‘it over, while a  banker > lent borrowed
money as well as his own. These definitions of the term
not only reduce the numbher of bankers to a very small

figure but also make its connotation uncertain.

The Mahajans or rich sahukars and the small sahukars
keep a ¢ Chalu Khata’ or ‘running account’ with each
other and with the cultivator-merchants paying or receiv-
ing interest on the outstanding balances at rates which
are previously agreced upon. The sahukars may and
do owe the Mahajans moncy in onc season and may
have a credit balance with themn in another. These ac-
commodations granted by the Mahajans to the sahukars
are ‘borrowed money’ for the latter, but can, by no stretch
of imagination, be included under the term ‘deposits’
as contemplated by the Finance Department of the Gov-
ernment of India. If they are to be regarded as deposits,
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almost all the money-lenders and sahukars would have the
privilege of being included in the category of the ¢ bankers.’

The Mahajans or wealthy sahukars have a prejudice
against the fact of their receiving a deposit or borrowing
being known to the public. They do receive deposits
from the public and allow an intercst in some cases or none
in others but this transaction is regarded by them more as
a favour conferred on their clients of long-standing.
They do not make an attempt to draw deposits from the
public much less to advertise it in the newspaper.

It may be said that the very wealthy Mahajans are
more or less purc bankers. Though all of them do not
receive deposits from the public yet in their case the
trading and commission agency business is subordinated
and becomes supplementary to the lending and hundi
business. They are the financing agents of the small
sahukars, merchants and dealers.  Their wealth gives them
a prestige and inspires their clients with confidence. The
well-to-do members of the public may deposit their savings
with them and may in some cases receive an interest from
6 to 9 per cent.

There are, on the other hand, small sahukars who lend
money to cultivators, deal in hundis and in produce
and aspire to sct aside onc day the weighing scale and
occupy the gadi of a Mahajan or indigenous banker. They
are cssentially traders and dealers and operate on their
own funds or funds borrowed from the indigenous bankers.
Thus the line of division runs between the more wealthy
Mahajan whosc opcrations are largely confined to financing
the less opulent sahukar who deals in produce. The former
may receive the deposits but deposit-receiving is not an
essential feature of their activity. The more wealthy
they are the less anxious they become to receive deposits’
from the public. The number of such big Mahajans or
indigenous bankers in the Dominions does not exceed 60.
Most of them reside or have their offices in the City of
Hyderabad and in Secunderabad.

One indigenous banker has set up a bank with the
modern paraphernalia of counters, cheque books and
drafts and keeps the fixed deposit and current account
on the lines of the joint stock banks. Another—a branch
of a Bombay firm—deals mainly with the British regiments
in the Cantonment area carrying cash to the regiment
quarters and encashing the cheques of its clients. Most
of the indigenous bankers are Marwaris. They have either
their head-offices or branches in the citics in British India.
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Though they are extremely clever in their own tra-
ditional methods of dealing, they lack the characteristics
of leadership in commerce, industry, or banking. They
are conservative and lack originality and enterprise.
Their sons are educated on traditional lines and they take
to their heritage with religious enthusiasm. Most of
them own cotton ginning and pressing factories which have
been established in large numbers everywhere. A few of
them are Managing Agents of textile Mills.

48. It is not possible to ascertain their capital or
Their Capital & the amount of deposits. Their working

Clients. capital is distributed according to trade

demand between Hyderabad and the City

in British India where they have their branch or head-

office. In thc majority of cases, it is Bombay which acts
as the Clearing Centre for the Dominions.

The indigenous bankers, in addition to making
advances against mortgaged property, have adopted the
method of lending against stock in godowns. As Hyder-
abad is more of a consuming centre and the dealers look
upon the method of hypothecating their produce with
disfavour, the method of advances against stock is not
common. Their business with big land-owners and Jagir-
dars seems to have, lately, been reduced.

The chief clients of the indigenous bankers are the
sahukars in the city and the district. It is probable
that the percentage of loans to the sahukars which are
employed for productive purposes has increased since the
loans to jagirdars has received a check. The sahukars
keep a Chalu Khata or Running Account with the indi-
genous bankers. The rate of interest to be paid or re-
ceived on balances is agreed upon previously and every
sahukar has a limit beyond which he cannot draw. The
bankers usually receive more interest than they pay. In
many cases the bankers do not pay an interest on the
sahukars’ balances left with them. It is however very
rare that the bankers are the debtors of thc sahukars.
Paying less or no interest to the sahukari client is looked
upon as a sign of superior status. The rate of interest
charged during the export season, i.e., from November to
April ranges from 12 to 18 per cent. and during the slack
season 6 to 9 per cent. according to the standing of the
borrowers. In addition to the interest, the iankers
charge -2 as. per cent. to 4 as. per cent. for every fresh
loan made to their clients as a fee for the entry of a new
transaction in the books.
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49. The indigenous bankers convert B.G. into O.S.
funds in the monsoon. This O.S. fund
Advances for cul-  mostly lies idle till the export scason.
tioauon oper-  The rate of interest during the slack season,
as alrcady mentioned, ranges from 6 to
9 per cent. But how is this fund employed ?  The banks
do not accept 0.S. funds during this scason unless they
arc deposited for not less than a year. 1t may be cxpected
that the indigenous bankers finance the cultivators cither
dircetly or through the sahukars for the agricultural
opcrations. But comparatively a very small amount of
money is lent to the districts for this purpose. The indi-
genous bankers do not dcal dircetly with the cultivators.
They lend a part of their funds to the sahukars in the
marketing centres who, in turn, lend it to the cultivators.
The cstimate of the advances made to the sahukars by
the indigenous bankers residing in the city of Hydcrabad
and Secunderabad at the beginning or during the monsoon,
ranges from 20 lacs to 60 lacs.  The enquirics made at the
marketing centres in the Dominions revealed that the
advances from the bankers living in the districts are not
much. Even if the latter figure (50 lacs) were accepted,
it forms an insignificant proportion of the total needs of
all the cultivators in the Dominions to carry on their
operations.  An extremely large percentage of the ad-
vances masic to the cultivators is supplied by the sahukars
of the marketing centres and the Kowmtis and  Banya of
the villages. But the sahukars have another source of
supply to draw upon. It sces rich land-lords accommo-
date the sahukars to a certain extent. A banker offered
me the inforination that he knew of a land-lord who ad-
vanced 10 to 15 lacs a ycar Lo the sahukars. No estimate
of total finance from the latter source could be made.

It is, however, certain, that the contribution of the
indigenous bankers towards the financing of cultivators
is very small and that a very large amount of money lies
idle with them during the slack season.

There is a lack of free flow of capital from the indige-
nous bankers to the country when it is requircd most for
financing the cultivators. This paucity of loans to the
sahukars in the districts is due to the uncertainty of their
repayment at a time when funds are required for the export
trade from the months of October onwards. The indi-
genous bankers prefer the profits on exchange and remit-
tance during the busy scason to investing their funds
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with the sahukars which involves the necessary danger
of its being locked up for a considerable period. It is
obvious that they convert the B.G. into O.S. before and
during the monsoon only with the purpose of utilising
the O.S. funds later in exchange operations. It may be
mentioned that if the indigenous bankers advanced money
to the sahukars of the districts at 6 to 9 per cent. per
annum, their net earnings for the average period of 6
months would be between 3 to 44 per cent.  While the
yield on the exchange is about 2 to 8 per cent. with the
very great advantage that the latter operation docs not
involve the bankers in any danger of loss or of lock-up
of funds. The exchange operation is an effcctive substi-
tute for loans to the sahukars in the districts.

50. Exchange and remittance are the chief functions
of the bankers in Hyderabad and Sccun-

ing. derabad. The operations conneeted with
the profits on exchange and remittance have already been
dealt with and nced not be repeated here. The bankers
keep as much of O.S. cash with them as they can afford
or which they cannot more profitably employ elsewhere
and supply the moncy to the sahukars at the marketing
centres at the most favourable rate of exchange. When
their own O.S. cash hoarded from the month of Juneis
exhausted and converted into B.G. they discount the
hundis at the Imperial Bank in exchange for O.S. Rupcees.
Asalready mentioned, their clients in the marketing centres
buy the hundis drawn by the exporting firms or mills
and send them to the bankers in Hyderabad. The bankers
rediscount the hundis at the Imperial Bank within the
¢ limits > assigned to them. If they supply the funds to
their clients 1n the districts they get a commission of 2 as.
per cent. and if they buy thc hundis at the marketing
Centre through their branch they bear the expense and
risk of remitting the funds and get the profit according to
the rate prevailing in the markets.

Finance for market-

It is to the interests of the bankers that the sale of the
produce should be quick so that the remittance may bring
them the commission. The quick turn-over of their
* limits > at the bank and remitting of O.S. to districts
brings more profit than locking up the amount against
the stock in the godowns. C(onsequently, the bankers
are averse to accomiodating the dealers by making short
term advances and the only source of accommodation for
the dealers is the adatya at Bombay.
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/
51. The relation of the Imperial Bank and Joint
Relation to the  Stock Banks with the indigenous bankers
o ok e TMay also be conveniently dealt with in
Bank. two respects—short term credit and supply

of cash against demand drafts.

The advances made by the banks, as shown in Chapter
IT arc extremely small and it may be presumed that the
indigenous bankers do not resort to the banks for accom-
modation. Their operations are mainly confined to the
sale and purchasc of Demand Drafts. The whole orga-
nisation of the money-market and of the disposal of the
produce is such that short term accommodations are
ncither required, nor cncouraged. The most important
thing is the supply of O.S. cash against the B.G. Demand
Drafts.

The supply of O.S. funds against Demand Drafts is
sufficient and more or less free.  The Imperial Bank and
the Joint Stock Bank discount the hundis endorsed and
presented by the approved incigenous bankers and other
partics within the limits’ assigned to them. Of late
there is a complaint that the ‘ limits * of the bankers has
been cut down which in the ahsence of sufficient supply
of O.S. funds from the Banks on any particular day, makes
the course of exchange of 0.S.—B.G. uncertain, and the
cash available in the bazaar tends to play a predominant
part in it. As I have not received any evidence on the
point from the Imperial Bank, I am not in a position to say
anything definite. As the °limits ’ allotted by the bank
to the indigenous bankers have a very great influence on
the course of exchange and as the Imperial Bank and the
branches are the only sources of supply of O.S. funds in
the Dominions, I think the Government of Hyderabad
may enquire into any changes in this respect that may
have been effected by the bank. It may however be
mentioned that the reduction of ¢ limits ’ in one case and
an increase in another leaves the bazaar, as far as supply
of O.S. Rupees is concerned in the same position as before.
But an absolute cut in the ‘ limit * may seriously disorga-
nise the markct.

There is a frce flow of cash against Darshani Hundis
from the Impecrial Bank to the indigenous bankers and
from the latter to the sahukars in the marketing centres.
But for credit for short or long term they have not got
close relation or co-operation,
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52. In the marketing centres almost all the sahukars
Money lenders in  arc_adatyas or commission agents and
centres. ¢ dealers in produce. They are owners of
godowns, and, in many cascs, run a retail
shop. Thesc adatyas and dcalers arc invariably the
money-lenders. They lend moncy on mortgage of movable
and immovable property. They finance the handicrafts-
men and the cultivators anrd dispose of their produce.
They are, as Dr. Harold Mann said, ‘the commercial
managers of the ryots.” They make the advances for the
agricultural operations cither direct to the cultivators or
to the village Komtis and Banyas who in turn lend the
money to the cultivators. To what extent they operate
on their own funds and to what extent they borrow from
the rich zemindars and indigenous bankers could not be
ascertained. It has alrcady been mentioned that they
do not borrow much from the indigenous bankers.

The rate of interest on the loans made to the cultivators
by the adatya-sahukars varies from 12 to 36 per cent.
The majority of the advances seems to be made at about
24 per cent. The ‘ Sawai ’ system by which the borrowers
had to return one and a quarter of the amount borrowed
however short the period may be during which the loan
was outstanding, has almost disappearcd, at least, from
the big marketing ccentres of the Dominions. The system
of lending seeds and demanding an equal amount or one
and a quarter of the amount of produce at harvest time
is also practically non-existent at big centres of commerce
and trade. The sahukar-adatyas lend to the cultivators
under the understanding that the borrowers bring the
produce for sale to or through the lender. The lender not
only gets the interest on the loan, he also gets the commis-
sion on the sale of the produce and a certain amount of
produce by way of sample and deductions in weight.

The functions of the adatya-money-lenders as the com-
mission agent or dalal have laready been dealt with. His
relations with the cultivators, however, fall out of the
scope of the present Enquiry.

53. The indigenous bankers are too jealous and sys-
The need for picious of cach other to combine together
Reform. in a joint liability concern ; nor are they
willing to publish the whole or part of their operations.
They %xave a definite preference to their traditional methods
of business and do not seem inclined to adopt the modern
principle of accommodation against liquid securities which,
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through rediscount facilities, places at their disposal the
vast resources of the Imperial and other banks. The
secrecy of their operations is a great obstacle in the way
of the public confidence. Those who keep a deposit with
them do so with a view to getting higher rate of interest
or in case of need, a clean credit which is difficult to obtain
from a joint stock bank. Generally the public arc chary
of leaving their hard-carned savings on deposit with them.
The failure of a number of firms during the last 15 years
has contributed considerably towards the shattering of the
public confidence in the bankers.

The compulsory publication of their ‘arawa’ or
balance-sheet would seem to be an unnecessary interference
in their privatc affairs and the publication of only that
part of their balance-sheet which is connected with the
deposits from the public would be too complicated and
vague and would, unaccompanied by their ¢ investments ’
and ‘cash on hand,’ be uscless as an instrument of inspiring
confidence in the public.

Education and compctition of the joint stock banks,
I believe. arc the only means of bringing about a change in
the methods of indigenous finance. The bankers of high
standing may howcver be appointed as agents by the
Imperial Bank in those centres where there are no branches
of the joint stock banks and arrangements should be made
for teaching comnierce and allied subjects as optionals in
all the High Schools situated in the City and at the market-
ing centres in the Dominions.

12
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CHAPTER X.

Investment Habit.

54. The number of Post Office Savings Banks and
Post Office Savings the number of accounts have been given
anks. in Chapter I1. The progress of the State
Savings Banks may be judged from the following figures :—

Date Amount Amount Balance
deposited | withdrawn of deposits

1. 1st Isfandar
1882 F.| 2,04,929 0 3 51,180 12 9

2. , 1833 F.|4,80,239 5 1308805 010 | 82518 7 9
8. , 1884 F.[587,084 3 4| 480,306 14 10 | 4,831,959 12 8
4. , 1835 F.| 591,854 6 8 ' 554,770 2 10 | 4,609,044 0 1

» 1886 F.| 648,469 5 0| 584748 10 2 | 532,764 10 11

» 1837 F.| 7,483,762 1

S

6,27,342 3 8 6,49,184 8 8

5 P &

» 1388 F,| 8,58,663 4 4 6,80,610 2 Ol 8,27,237 11 O

At the end of 1338 F. i.c., 5th October 1929 the total
balance of deposit with the Government was only 8 lacs
27 thousand and the average per account only Rs. 28 while
the average balance per depositor in British Indie for the
year 1927-28 was Rs. 125. I bclieve there is considerable
room for the expansion of the Post Office Savings Banks
in the Dominions. The existence of the Savings Bank is
not widely enough known in rural areas. They may be
advertised by placards and posters at the Post Offices
and by distribution of pamphlets, in the languages of the
locality concerned. The use and advantages of savings
and investment in the Savings Banks should in fact be
brought home to the people by every device at our com-
mand and every resourcc that is available.

55. Postal Cash Certificates are not issued by the
Government of Hyderabad. ‘ A scheme
for the introduction of Cash Certificates,”’
it is reported, * was put up for Government sanction, but

Gold certificates,
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the Finance Department would not agree to it on the
ground that the Government do not want any further
money from the public.*”

The finances of the Statc are in a particularly prosper-
ous state. There has for the last many years been a
surplus in the Budgets. Under the circumstances, the
receipt of interest-bearing deposits is very embarrassing
to the Government. The loans for study in Europe and
for the purchase of Motor Cars or for construction of houses
do not offer wide enough channels for laying out these
funds. The Industrial Trust Fund and the proposed
Industrial Bank arc however e¢xpected to be remunerative.

It is therefore recommended that Gold Certificates
should be introduced.

The aggregate value of Gold and Silver imported on
other than Government account in the Dominions during
the last ten ycars—1329 F. to 1338 F.—(i.¢., 6th October
1919 to 5th October 1929) is as follows :(—

Rs.
Gold .. . .13 crores
Silver .. .. 4 crores, &
40 laces.

The figurcs of the imported Treasures are not net.
The export, however, is very small. The average annual
import of Treasure per hcad is O.S. Re. 1.

The presentation of gold ornaments at the time of
marriage and other ceremonies is.a social obligation and
the parents cither buy gold and hoard their savings in
an unprotluctive form or resort to borrowings at exorbitant
rates of interest at the time of the ceremony to fulfil their
supposed obligations. ‘“ As a powerful incentive to invest-
ment and a powerful antidote to hoarding ” the Savings
Certificates, as proposed by the Iilton Young Commission,
should be introduced and be made redecmable after
five ycars in legal tender moncy or gold at the option of the
holder. The mecasure may be introduced as an experi-
ment at first only in the City of Hyderabad and a few
district towns, and the certificates issued through the Im-

erial Banks and the Central Bank. It may, however,
ge mentioned that gold certificates are not necessarily
an adjunct of the Gold Bullion Standard. They may be
usefully adopted as a means of safe and attractive invest-
ment for the public under any form of currency. The
obligation of the Government to redeem the certificates

* Evidence by the Dircctor of Postal Department, Hyderabad.
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in Gold can be treated as an ordinary business transaction.
It may be objected that by the introduction of gold certi-
ficates and by treating the supply of gold as a business
transaction without the corresponding obligation to supply
it for the purposes of currency, the Government would be
stepping beyond its proper limits and would conscquently
deprive the bullion-dealers of their sharc of business. As
in the opinion of the Royal Commission on Indian Currency
and Finance * the Certificates will greatly assist in an
ultimate solution of the problem of India’s hoards,” the
comparatively small amount of loss of profit to the bullion-
dealers may be overlooked.

56. The deposits in the banks—both Imperial and
Joint Stock—in the Dominions have not
The Imperial and  made an appreciable progress during the
oint Stock ~ :
Banks. last five yvears (1925-29).  As the marketing
centres in the Dominions arc practically
devoid of well-to-do middle class socicty and as the mer-
cantile community does not consider the rate of interest
paid by the Banks as sufficient, the branches of the Im-
perial Bank in the districts have not made any headway
in the amount of deposits or in the number of accounts.
Bearing in mind this apathy of the public both in the dis-
tricts and in the city towards the Banks, it may be said,
on the other hand that the banks have not made any
special attempt by advertiscment, cte., to atiract more
depositors. They look stolid and content with their
present resources which in many cases arc backed by the
Treasuries of the Government. If the banks reduce their
conditions of minimum deposit to keep a current account
and make arrangcments by which the encashment of
cheques may be expedited without unnecessarily wasting
the time of their clients, the banks would be able to attract
more depositors.

57. The average number of cheques for each account
Growth of Cheque with the Imperial Bank and the Central
"Habit. ¢ Bank is very small. The highest annual
average during the last 5 years was 39 and lowest 15. On
the other hand the average amount per cheque on the
Imperial Bank was very high. In 1929 it was Rs. 6,178,
the lowest being Rs. 2,988 in 1925. The small number
of cheques per account and large amount per cheque are
the index of the class of people who keep an account with
the Banks. The men of average means is not the customer
of the bank.
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The Accountant-General’s office at Hyderabad issues
either cheques on the Imperial Bank or Chcques on the
Treasury in payment of the salary of the Gazetted Officers
of the Government of Hyderabad in the city or in payment
of other accounts e.g., to contractors. Cheques on Im-
perial Bank arc issued only to those who so desire. The
number of Officcrs who keep the account at the Imperial
Bank is presumably very small. A very large number of
officers in the City reccive their salarics by the cheques on
the Treasury.

As there is no clearing arrangement between the banks
and the Treasury, the Treasury cheques have to be collected
from the Treasury in cash through the Shroffs of the bank
with which the cheque may be deposited.  The Banks have
to employ a Shroff only for the purpose of cncashing the
cheques at the treasury and they consequently recover the
extra expenditure incurred by charging their clicnts 2 to
4 annas per cent. commission. The employces and other
payees of the Government, in order to avoid the payment
of the commission, get their cheques encashed through the
Shrofl or the Chaprasi of their respective oflices and so do
not deposit the cheques with the Banks. The expecta-
tion that the issue of cheques in payment of the salaries
by the Accountant-General’s Office would cncourage the
banking and cheque-using habit has not been fulfilled.

If all the cheques in payment of the salaries of the
Government Olfficers were issued on the Imperial Bank,
the joint stock and the cheque-using private banks would
be saved the trouble and expense of realising the cheques
in cash at the Treasury. If this rccommendation were
accepted, the cheque-using habit would be considerably
encouraged amongst the employees of the Government.

The banks do not allow the Savings accounts to be
operated upon by cheques. If clients were allowed to draw
on their savings accounts through cheques the number of
which per month may be limited, the usc of cheques would
be considerably increased and the deposits on savings
accounts encouraged.
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CHAPTER XI.
Miscellaneous.

58. I may here make a personal confession. It was
in the course of this Enquiry that I fully
Delay in the Dis  realised the significant relation. hetween
Suitsand the 1ix-  the Courts of Justice. and_the. develop-
ecution of De- ment of credit agencies. If the civil
rees: Suits drag on and the banks and bankers
do not possess confidence in the courts, all properly orga-
nised sources of credit are blocked up and only usury
prospers. Joint Stock Banks which cannot alford to lock
up their funds indefinitely or to bear the cost of prolonged
litigation dread to enter the field and the moncy-lenders
are left free to play havoc with dire consequcences to the
needy borrowers. The credit institution of the modern
type is a delicate growthnurtured on the sap of confidence
in all its surroundings. Confidence is the primary condi-
tion for its success.

I am not in a position nor do I possess the necessary
material or equipment fully to discuss the present condi-
tions of the disposal of civil suits in the Dominions. I
deem it, however, necessary to report that the credit agen-
cies gencrally complain of delay in the disposal of cascs.
However unfounded in fact this opinion may be, I think
the existence of this impression does hamper the growth
and development of credit institutions. I give below
the figures of the decision of Civil Suits in original and
appellate jurisdiction and the relevant figures for the
execution of decrees.

The average duration of Civil Suits for the ycar 1338 F.
(ending 6th October 1929) was as follows :—

~ [Regular suits With  contest 193 days
Original Juris- Without ,, 135 ,,
diction
2

Miscellanecous With  contest 177
Without ,, 91

2

Ap})ellate [Regular .. 173 ,,

urisdiction. | Miscellaneous .. 178 ,,
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The details of the duration of Civil Suits in the various
Courts of Original Jurisdiction for the year 1338 F. are
not available. The relevant figures of 1336 and 1335 F.,
are given below :—

1336 F. 1335 F.
Days
High Court With contest 614 391
Without ,, 304 217
City Courts With » 404 303

Without ,, 181 171
Scssions With ,, 682 554
Without ,, 673 341
District With s D72 375
Without ’s 308 200
Munsiffs With » 316 301
Without ,, 144 31

Total No. of applications for the execution of decrees in
the year 1336 K. in all the Khalsa Courts of the Dominions
were 27,422 out of which 18,021 were disposed of, the
corresponding figures for 1335 F. being 27,109 and 17,304.

59. Therc is a lack of Statistics in every department
of cconomic activity in the Dominions.
The defects in the outturn of crops and
in the export and import figures have already been pointed
out before. Trade statistics arc not published. Neither
are the figures of Treasury balances, rate of exchange,
available to the public. The prices and the area of
cultivation are issued periodically but the figures are
not available in a handy form. These figures and the
statements concerning the registered companies can be
had only from the publications of the Government of
India. A student of economics feels as if he is floating
on unknown waters with neither compass nor rudder.
The lack of information about the economic condition lulls
the people into false notions of poverty or prosperity.
It is by rousing the interests of the people in their present
economic condition that they will be enabled to find out
remedies for economic ills. An ignorant public is as help-
less in economic advancement and progress as it is in
political.

The ignorance of the dealers and adatyas has already
been referred to before. They are not even acquainted

Statistics.
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with the figures of the area under -cultivation in the
Dominions or British India or their average outturn.
They receive intimations and advice as regards future
course of prices from their Pedhis or adatyas in British
India. That is the only source of information for an
average business-manin the Dominions. Out of the mem-
bers of commercial community that I met in the districts
including a few highly cducated and cultured business-men
there was hardly an individual who had hecard or rcad
about the proposed law to regulate the markets which,
when it would come into operation, would touch them
most intimately.

I recommend that all available information concerned
with commecree, trade, industry and finance should be
regularly published in a form which may casily reach
the public.
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CHAPTER XII.
Summary of Conclusions.

(1) The presence of the agents of the mills and ex-
Chanter TV porting firms at the important Marketing
nprer ST Centres has on the onc hand enabled the
cultivators to get the world price of their produce, but on
the other has converted all the dealers into commission
agents. (Para. 27).

(2) The variety of weights is confusing both to the
cultivators and the buyers who operate from a far off
centre. If uniform weights were introduced it would be
a great convenience to the buyers and the cultivators would
be more frec in the choice of the market for the sale of
their produce. (Para. 28).

(3) More important than the uniformity of weight is
the supply of Government stamped weights and their
checking from time to time. There is reason to believe
that weighment is not always fair. (Para. 28).

(4) The approximate value of export trade financed
in O.S. Rupees is 7 crores. The finance
required for the internal trade must be
much more. (Para. 29).

(5) The ¢ visible’ supply of O.S. Rupees from the
Government, the banks and the bankers is about 4 Crores.
(Para. 30).

(6) The supply of cash from the money-lenders in the
districts and rich land-lords and other privateindividuals
should be very large. The analysis proves that the
wealthy people keep their wealth in the form of cash.
(Para. 30).

(7) The rise and fall in the B.G. exchange are very
precipitate. (Para. 31). ‘

(8) As the exports arc concentrated in the space of a
few months there is a very great demand for O.S. currency
in the export season and for B. G. currency in the slack
season. (Para.381).

(9) The total supply of the currency by the Govern-
ment during the export season bears a very small propor-
tion to the total demand. The Banks supply considerable
amount and control the exchange. (Para.80).

(10) The regular rise and fall in the exchanges have
provided the rich people with a safe method of earning a

13

Chapter V.



92

small profit. They keep their savings in cash which sees
the light of the day twice a year to take advantage of the
exchange. (Para. 31).

As the exchange operation enables them to keep their
savings in cash as well as earn a small profit on it, hoarding
is encouraged and agriculture and industries are starved
of capital. (Para.31).

(11) The exchange also yields the banks and bankers
aprofit. They convert their B.G. funds into O.S. during the
monsoon and reconvert them into B.G. during export
season for investment in British India cities. (Para. 31).

(12) Government sclls supply bills only at its eon-
venience and they are not usually available at a time when
they are required most, the average amount of supply bills
for the last 5 years being just a little less than 3 lacs a
year. (Para. 32).

(18) As far as financing the commerce is concerned
remittance of 0.S. funds to the marketing centres is the
chief function of the bankers and the main source of their
income. (Para. 32).

(14) The dealers in produce regard borrowing against
produce in their locality as derogatory to their prestige,
though some of them get advances from their adatyas in
Bombay against the produce sent to them. (Para. 33).

(15) The Banks and bankers on the other hand regard
the profit on exchange as the main source of their income
and have not made any attempt to develop the short term
loan business. (Para. 33). .

(16) The retention of stamp duty on cheques in the
Dominions effects unfavourably the bankers who reside ni
the State arc as compared with those whose offices are situ
ated in British administered areain the State. (Para. 34).

(17) The duty on cheques and hundis should be abo-
lished to conform with the conditions prevailing in the
British India. (Para. 34.)

(18) The Hyderabad Agricultural Produce Market
Bill proposes to regulate the customary and
recognised allowances in the markets. In
competitive markets the customary allowances are not a
net deduction from the value the cultivators obtain for
their produce. Their regulation by law would however
make the marketing system simple. (Para. 35).

(19) The chief source of loss to the cultivators is the
deduction on account of quality, dampness or admixture

Chapter VL
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of foreign matter and these are the most difficult to regu-
late by law. The provision of arbitration or panchayats
is, however, expected to embolden the cultivators not to
submit mecekly to the decisions of the buyers. (Para. 35).

(20) The present rate of export duty on Cotton,
Ground-nut and Castor is very high. It should be reduced.
(Para. 35).

(21) At the Markcting Centres thercis very great need
of banks which may establish intimate rclations with the
dealers and if possible with the cultivators. (Para. 37).

(22) The chief difficulty in the way of the joint stock
banks at the Marketing Centres is the import:tion of O.S
funds from the sourccs of supply. They cannot obviously
take the risk of importing them through railway parcels
as the indigenous bankers do.  (Para. 37).

(23) Unless the joint stock Banks are provided with
spccial remittance facilities through the Treasury they can
be casily ousted out of the exchange-market by the indi-
genous bankers who can import funds more cheaply.
(Para. 37).

(24) It is rccommended that the British Indian joint
stock banks should be encouraged to establish their branches
at the important Marketing Centres by providing them
these facilitics of remittance through the Imperial Bank.
(Para. 37).

Some other reccommendations have been made in
(Para. 37).

(25) There arc at present no banks with local capital
and local enterprise. If one is cstablished which gives
reasonable prospects of future development, the Govern-
ment should give it all rcasonable encouragement.
(Para. 38).

(26) Properly organised warchouses are essential for
the devclopment of Banks and of short term credit.
(Para. 38).

(27) The ownership and management of the warehouse
should inspire confidence in all the parties concerned.
(Para. 38).

(28) It is reccommended that N. S. Railway or where
the N. S. Railway does not pass, the market Committees
should run the warechouses. (Para. 38.)

(29) Therent charged should be kept as low as possible
and the Government should bear the loss incurred on ac-
count of the warehouse. (Para. 38).
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(30) In view of the importance of the development of
advances against warchousc receipt for the traders and
ultimately for the cultivators this expenditure will be fully
justified. (Para. 38).

(81) The warchouse receipt should by law be given
the characteristic of a negotiable instrument. (Para.38).

(82) Gaorani and Howri growths of Cotton do not
constitute valid tenders either against ITedge or Delivery
contracts. Such recognition will be a very great conveni-
ence for the traders and would stimulate the use of ware-
house and the credit from the Banks. It is reccommended
that steps should be taken in this direction. (Para. 39).

(83) The difference in exchange involves the cultiva-
tors and consumers of imported articles in
considcrable loss. The cultivators realise
the price in O.S. currency when the B.G. exchange is low
but they pay for their purchases of imported articles at the
unfavourable rate of exchange of the local currency.
(Para. 40).

(84) Secunderabad occupies a position of great advant-
age as a distributing centre for a very large part of the
Dominions. Its devclopment as a distributing centre is
hampered by the fact that the Government does not remit
duty on re-cxports. It is rccommended that the duty on
re-exports should be remitted. (Para. 41).

(85) TFinancing of cottage industries and of industrics
subsidiary to agriculture has not becn
dealt with nor arc the large scale industries
included in the Report. (Para. 42).

(86) The organised industries on small scale have
thrce main sources of credit—the Imperial Bank and the
Joint Stock Bank ; the indigenous bankers and the Indus-
trial Fund.

The Banks do not give the required facilitics for ac-
commodation. The bankers charge a high rate of intercst
and the advances are uncertain. The Industrial Fund has
rendered considerable help to the industries but the ad-
vances from the Fund are for capital expenditure and the
Trustees of the Fund, as constituted at present, cannot be
expected to extend current account facilities to the indus-
tries ; moreover the advances from the Fund are not so
expeditious as they would be from an industrial Bank.
(Para. 43).

Chapter VII.

Chapter VIIIL
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(37) It is recommended that an Industrial Bank
should be cstablished. (Para. 46).

(38) The Himru weavers of Aurangabad encounter
great difficulty in the sale of their produce. Finance and
salc through local sahukars cut deep into their profit. Sale
through adatyas or commission agents brings them higher
return. Co-operative Societies should be started to finance
them for their purchases of raw materials and adatya
connections established in various towns for the sale of
their produce. (Para. 45).

(39) All the industrics arc handicapped by import and
export duties and by the Octroi duty imposed at Hyder-
abad and Sccunderabad. The Customs Committee is ex-
pected to deal with this very important problem. (Para. 45).

(40) Lack of technical knowledge is a very great
drawback in the industrial development. (Para. 44).

(41) The money-lenders in the districts are to a very
great extent independent of the bankers
for their advances to the cultivators for
agricultural operations. The loans from the bankcrs to
the district sahukars before or during monsoon amounts
only to about 60 lacs a ycar.

Chapter IX.

The bankers are also independent of the Imperial or
Joint Stock Bank in respect of credit. '

These three main credit institutions are not dependent
upon one another for credit.

During the export season short term credit is not re-
quircd as an extremey large proportion of ithe Cotton,
Ground-nut and Castor crops is purchased by the mills or
the exporting firms.

The dealers in the marketing centres under the present
organisation of marketing finance require only a small
amount of credit which they obtain from the bankers in
Hyderabad as clean credit or probably from their adatyas
in Bombay against the produce despatched.

The three credit institutions, the dealers or sahukars in
the district, the bankers, and the Banks are not roped to-
gether for credit.

They are dependent on cach other for cash against
demand drafts for marketing the produce. The whole
export is against cash. (paras. 49, 50 and 51).
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(42) It could not be ascertained what proportion of the
indigenous bankers’ working capital is derived from de-
posits from the public. But it scems to be very small.  As
such they do not perform that important function of the
bank of providing a channel between the savings of the
community on the one hand and the productive enterprise
on the other. (Paras. 53 and 13).

(43) The indigenous bankers are conscrvative and
have definite preference for their traditional method of
dealing. (Para. 53).

(44) The sccrecy of their operations hinders the con-
fidence of the public. Those who deposit the savings with
them do so either with a view to getting higher rate of
intcrest or in case of need a clean credit.

Sahukars are thcir chicf client. (Para. 53).

(45) Their lack of insistence on liquid sceurity, their
readiness to grant clean credit and other facilitics they
provide, arc ingrained in the habits of the commercial
community. It is on account of these extra facilities
which a Joint Stock Bank cannot he expected to give to
their clients that the indigenous bankers are formidable
rivals of the Joint Stock Banks. (Para. 15).

(46) It is however not proposed that they should be
compelled to publish their arava or balance-sheet, It is only
through cducation and compctition of the joint stock
banks that they may ultimately be induced or compelled
to adopt modern methods of finance. (Para. 53).

(47) They may be appointed geents of the Imperial
Bank at those marketing Centres where there is no branch
of that or any other joint stock bank. (Para. 53).

(48) The balance of deposits in the Post Office Savings
Banks of Iis Exalted Highness the
Nizam’s Government at the end of 1338 F.
was only 8 lacs—the average per depositor being Rs. 28
only. There is considerable scope for the expansion of the
Post Office Savings Banks. They should be advertised
and their advantages brought home to the public by
every means. (Para. 54).

(49) Gold Certificates should be issued. (Para. 55).
(50) 'The Imperial and Joint Stock Banks may attract

more depositors and deposits by advertisement and relaxa-
tion of their rules as regards current account. (Para.56).

Chapter X.
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(51) The salaries of the Government employees should
be paid through cheques on the Imperial Bank instead
of the cheques on the Treasury. (Para. 57).

(52) The Banks should allow the Savings Bank account
to be operated upon by cheques the number of which may
be limited. (Para. 57).

(58) There is a general complaint of the delay in
disposal of the Civil Suits and the execution of the decrees.
The delay in the disposal of suits and the exccution of
the decrees hampers the growth of the credit institutions.
(Para. 58).

(54) The statistics as regards the economic condition
of the Dominions are cither lacking or defective. They
should be published regularly in such a form that may
reach the public easily. (Para. 59).
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APPENDIX II,

VALUE oF TREASURIES IMPORTED IN THE DoMINIONS
(on private account only).

From 1829 F. to 1388 F. (6th Ociober 1919 to 5th October 1929).

Years

6th Oct. to 5th Oct.
1919—20 ..
1920—21 .
1921—22 .
192223 ..
1923—24 .
1924—25 .,
1925—26
192627

1927 —28 ..
1928— 20 .

Total

Imports of
gold

0.S. Rs.

..|  2,68,46,766
.. 2,20,816

37,71,569
. 1,34,18,121
..l 1,82,68,928
8,46,93,321
1,15,37,955

ol 84,29.215
.l 83,00,068

. , 13,09,95,469

55,08,710

Imports of
silver

O.S. Rs.

11,30,896

2,15,725
27,08,189
62,48,257
71,58,015
77,71,657
45,22,901
50,36,952
89,46,220.
52,38,987
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APPENDIX IIIL

LisT oF TAQAVI ADVANCES MADE DURING THE PAST 10 YEARS
FrRoM 1828 Fasri To 1837 FasLi.

(6th October 1918 to 5th October 1928).

Year

6th Oct. to 5th Oct.

1918—19

1919—20 .

1920—21

1921—22 ..

1922—23
1928—24
1924—25
1925—26
1926 —27
1927—28

Taqavi for im-
provement from
Revenue grant

Amount
advanced

Rs.
l

8,18,858 '
I

5,306

35,385
89,112
89,015
58,949
28,187
12,653
10,830
19,336

6th Oct. to
5th Oct.

1918--19 and
1919—--20

1920 -21 and |
1921—22

1923—-24
1926 —27
1927 -—28

.o

Taqavi given as
relief from the
Famine grant

Amount
Advanced

Rs.
19,382,510
28,67,519

1,15,284
80,000
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APPENDIX VI.

Copy of the letter No. 808 dated the 8th May 1929, from
the Financial Secretary, addressed to the Accountant-
General, His Exalted Highness the Nizam’s Government,
Hyderabad-Deccan.

I am directed to communicate sanction of His Exalted
Highness under the Firman Mubarik dated the 15th
Shawal 1347 H. to the constitution of an Industrial Fund
with a crore of Rupees as State Aid to Industries to be
controlled and utilised as under :—

(1) The Fund will be controlled by a Board of three
members without powers of delegation consisting of the
Finance Member, the Member for Revenue (Commerce and
Industries), Ez-officio, and one other Member nominated
by the Executive Council who have now selected the
Member for the P. W. Department. The Director-General
and Secretary, Commerce and Industrics, will be the Ez-
officio Secretary of the Board.

(2) Each Member of the Board will have power to
initiate proposals and each proposal will be decided by
majority of votes except of course that, keeping in view
the financial responsibility as laid down in the Constitution
of the Council, any proposal regarding expenditure vetoed
by the Finance Member will not be carried. But proposal
from the Finance Member will be decided by majority.

(8) The corpus of the Fund will be invested—

(a) in the form preferably of debentures but also, if
necessary, of shares as State Aid to large
Industries within the State.

(b) After the above requirements have been fully
satisfied as State Aid to such industries out-
side the State as may be calculated to bring
to the State any benefit direct, indirect,
immediate or potential ;

(¢) Failing the above two, in gilt edged securities.
(4) The return in the form of dividends or interest

on the corpus of the Fund as above invested will be
utilised :—
(¢) for the improvement and development of small
as well as cottage industries ;

(45) for industrial experiments and the demonstration
of industrial plants and processes ;

15
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(#7%) for economic and industrial inquiries within the
State ;
(tv) for grants to assist industrial and technical re-
search, and
(v) for the grant of assistance to young men for
obtaining training in industrial processes either
within or without the State.

The industrial holdings of the face-value of O. S.
Rs. 54,838,838 equivalent to B.G. Rs. 47,00,000 as detailed
below, have already been transferred to this Fund vide
Budget for 1888 F. p. IX—Statement of Government
Investments :—

Singareni Collieries Debentures ..B.G. Rs. 20 lakhs

Shahabad Cement Co.’s Shares .. » 6 .
Do Debentures .. » 18

Mining Shares £45,000 or .. ’ 6

Further investments will be made as and when the
Finance Department considers necessary.
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RULES FOR THE GRANT OF LOANS FOR THE
PURPOSE OF ASSISTING SMALL SCALE
INDUSTRIES.

1. Purposes for which loans may be granted :—Loans
may be granted under these rules for any one or more of
the following purposes :—

(a) To finance the purchase and erection of michinery
for industrial purposes ;

(b) to finance the construction of buildings ;

(c) as working capital for any industry which may or
may not require machinery.

2. Amount of loan.—The Director of Industries and
Commerce shall be competent to sanction loans not ex-
ceeding Rs. 1,000 per concern for clauses (a) and (b) and
Mr. Collins, personally as the Director-General of Commerce
and Industries shall be competent to sanction loans upto
Rs. 8,000 for all purposes mentioned in para. 1. The Mem-
ber for Commerce and Industry shall exercise similar
powers upto Rs. 5,000. All loans of larger amounts or
not in strict accordance with the rules should be referred
to the Trustees.

8. Interest.—The rate of interest which will be simple
shall not be less than 6 per cent. per annum and shall
accrue from the date of disbursement of the loan.

4. Repayment.—(a) If loans are made for machinery
or building, interest alone will be recovered in the first
year after this, the principal and interest will be recovered
by equated annual instalment within period fixed by the
sanctioning authority ; but in no case this period should
exceed lO.years ;

(b) In the case of loan for working capital equated
instalments including interest, shall be made payable
from the first year and the loan with interest shall be re-
covered within ten years at the outside ;

(¢) In case of default in payment of any instalment,
the sanctioning authority will have discretion to charge
penal interest at a rate not exceeding 1 per cent. per annum ;

(d) Instalments shall be paid at the Office of the
Director of Commerce and Industries or at the Central
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Treasury or at any District Treasury. In the latter case
the receipt shall be sent to the office of the Director of
Commerce and Industries within reasonable time ;

(¢) The dates for the payment of the first instal-
ments shall be decided and fixed by the sanctioning
authority with reference to the nature of the industry.

5. Postponement of repayment.—If for any cause
beyond the control of the borrower the payment of
an instalment in whole or in part at the time fixed is not
possible, repayment of that instalment in whole or in
Eart may, subject to the provisions of Rule 4, be suspended

y the sanctioning authority for a period of one instalment
only, any further postponement being subject to the sanc-
tion of the Trustees. If, however, in the opinion of the
sanctioning authority the reasons for delay in payment or
in carrying out any obligation incurred under these Rules,
are not satisfactory, he may, if he thinks fit, recall the
whole loan together with interest at once.

6. Security.—(a) No loan shall be granted under
clauses (a) and (b) Rule 1 unless the value of the immovable
property offered as security is on a conservative value
equal to the amount of the loan applied for. In addition
to this, further security may be required of the applicant
at the discretion of the sanctioning authority. This addi-
tional security shall usually include one personal surety
of the aggregate value of the loan. In all cases the object
upon which the loan is expended shall be mortgaged to
Government and no borrower shall be allowed to exchange
or sell or in any way transfer the whole or any portion of
the buildings, plant or machinery purchased without the
express permission in writing of the sanctioning authority
until the loanisrepaid in full. Inother words, all build-
ings erected, all machinery purchased with the money
advaneed by Government shall remain the property of
Government until the loan is fully liquidated. The value
of the property may be included in the security offered
to Government, but shall always be taken at a reasonable
discount on the cost price.

(b) In the case of loans under clause (c) of Rule, 1,
i.e., for working capital, immovable property at least 50
per cent. in excess of the value of the loan granted shall be
taken. The plant, machinery and buildings of the conceru,
if any, shall always be mortgaged with Government ; but
may be reckoned part of the security offered.
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7. Grant of loans.—No loan shall be granted without a
previous enquiry which shall be held by the Director of
Commerce and Industries or by an officer deputed by him
for the purpose. The Director may also make enquiries
about the case through the First Talukdar of the district
in which the applicant resides.

Where loans are granted for purchase of machinery,
the machinery will be selected by the Director of Commerce
and Industries and the cost of the same shall usually be
paid direct from the amount sanctioned. Intending appli-
cants for loans may address and seek advice from the
Department previous to submitting their applications.

A loan may be paid in alump sum or by instalments
according to the nature of each case at the discretion of the
sanctioning authority.

8. Supply of Plant and Machinery on the Hire Pur-
chase System.——On application plant and machinery may
be supplied to the applicant on the hire purchase system
on the following conditions :—

(a) Intercst shall be charged at a rate not less than
6 per cent. per annum ;

(b) No machinery shall Be supplied on the hire
purchase system, unless the applicant therefor deposits
with the Director 20 per cent. of the cost of the said machi-
nery. The balance of the cost with interest shall be re-
i:overed in equated instalments as in the case of cash
oans ;

(¢) The sanctioning authority shall ordinarily re-
quire that Government shall be protected against total or
partial loss of such machinery from fire or any other cause
by means of insurance, a mortgage of immovable property,
the personal guarantee of one or more persons or in any
manner which may be deemed suitable in each case ;

(d) All machinery supplied on the hire purchase
system shall, until the hiring is terminated in accordance
with these rules, bear a metal plate with the following
inscription :—

Notice.

“ The machinery is the property of His Exalted
Highness the Nizam’s Government and any person who
wilfully removes or defaces this plate is liable to a fine
not excdeeding Rs. 500.”
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(¢) Should the borrower fail to pay the instalments
fixed in due time, the sanctioning authority shall have
discretion to charge penal interest as in Rule (4) (¢) or
may remove the machinery and sell it for what it will fetch.
If the sum received for it added to the sums already paid
by the borrower exceeds the cost of the machinery plus
interest and the expenses incurred, the balance shall be
paid to the borrower. Similar action may be taken if the
borrower fails to maintain the machinery in good order ;

(f) The sanctioning authoritics mentioned in Rule
2 shall have the same powers in respect of machinery
supplied on the hire purchase system.

9. Erection of Plant and Machinery.—The Department
of Commerce and Industries may, if requested, undertake
the erection of machinery for private individuals at their
expense.

10. Upkeep of Machinery.—Machinery, appliances
etc., purchased under these rules must be maintained in
good working order to the satisfaction of the Director of
Commerce and Industries who may order repairs or
renewals to be made at the cost of the owner.

Failure to comply with such orders will involve pro-
ceedings for the loan under the following rule.

11. Procedure as regards recovery of loan.—All loans
grantcd ‘under these rules and all other sums falling due
to Government in conncction therewith, shall be recover-
able as arrears of land revenue, 7.e., they shallhave priority
of recovery in like manner to other Government demands.

12. Accounts and books.—Every concern financed
under these rules shall maintain accounts and submit a
balance-sheet, profit and loss statement and a statement of
debtors and creditors, at prescribed intervals in forms
prescribed by the Dircctor of Commerce and Industries
and all books shall be open to inspection by him or by any
official deputed by him and the First Talukdar of the
district, if requested to do so by the Director of Commerce
and Industries.

18. Government Accounts Control.—The Director shall
keep accounts of loans and repayments under these rules,
in a form to be settled in consultation with the Accountant-
General. The accounts should be such as to clearly show
the conditions of all transactions at all times.
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Every loan sanctioned under these rules should be
reported by the sanctioning authority to the Accountant-
General with full particulars. The Accountant-General
will see that the loan is covered by rules and sanction of
competent authority, and will watch the repayment of
instalments. A specialsectionin the Accountant-General’s
Annual report on loan transactions should be devoted
to loans under these rules.

14. Qualifications of a borrower.—An applicant

be a subject of the State and either he or a man
appointed by him must possess sufficient practical ex-
erience of the industry for which he applies for a loan.
he sanctioning authority shall decide whether the ex-
perience he or his employees possess is sufficient or not.

If in any case the Director of Commerce and Industries
considers it necessary in the interest of the State to help a
* Gair Mulki ” to introduce a new industry, he shall recom-
mend such application to Government for sanction.

15. Mode of Application.—An application for a loan
must be made in writing to the Director of Commerce
and Industries accompanied by the appointed forms duly
filled as to all particulars. Copies of thesc forms can be
obtained from the Director of Commerce and Industries.

16. Disbursement of loans.—All loans will be disbursed
by the Director of Commerce and Industries and it will be
incumbent upon the borrower to immediately put the work
in hand for which the loan has been taken.

17. Uses of loan money.—The loan money shall be
used solely for the purpose for which it is granted, and
shall not be utilised for any other purpose and if so uti-
lised, it may be recalled at any time.
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