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PROVINCIAL ECONOMIC CONFERENCE.

RESUME OF THE DISCUSSIONS,
3rd April 1934. Forenoon.

The Provincial Economic Conference waso pened at 9 A.M. by the Hon’ble Sir
George Schuster, K.C.8.I,, K.CM.G.,CB.E., M.C. The following provincial
reprosentatives were present :—

Madras .. .. .. 1 The Hon'ble Sir Archibald Campbell, K.C.LE.,
C8.1, C.B.E., L1.C.S, Revenue Member.

2. The Hon’ble Mr. P. T. Rajan, Minister. -
3' B’lr fr v~ - = m e v e EEN Qe?retary.
Bombay 1. NI S



2

Assam - .. 1 The Hon’ble Mr. A. J. Laine, C.LLE., L.C.8.,
Revenue Member

In addition to the provmmal repxesentatwes the following Members of
Government were present :— -
(1) The Hon'ble Sir Fazli-Husain, K.C.8.1., K.C.LE.
(2) The Hon’ble Sir Harry Haig, K.C.S.1. : S
(3) The Hon’ble 8ir Joseph Bhore, K.C.8.1,, K. C.LE. B
(4) The Hon’ble Sir Frank Noyce, C.S.1,, O B.E.

The following representatives of the depart;ments of the Governm: =nt of
India were also present :—
Mr. J. B. Taylor, C.LE.

Sir T. 7

Finance Department.

Imperial Council of Agricultural
Research Department.

Mepartment.
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cial Governinents:- In a'sense we keep the ring in which you have to play your
game, and by our currency policy, our borrowmo' policy with its effects on credit, .

~our. taxation policy, our expenditure policy, our policy as regards the great-

systems of commumcwtlons———Rallways and Posts and Telecrra.phs —we affset
the conditions in which you have to operate, and may incrsase or alleviate
your difficulties. On the other hand it is you who are in contact with the most
practical side of Government’s business, the things which really matter most,
namely, the actual conditions of the people and their daily tasks of agricul-
ture and industry. We on our side therefore want to hear-from you how
things are working out and whether there are any ways in which we can help
you, while we also want you to have an opportunity of exchanging experiences
together so that as far as possible you may work on uniform lines. Obviously,
to state the position in very elementary terms, if one province has a far reaching
plan for dealing with agricultural indebtedness it must be advantageous or
indeed essential for the others to know of it, for what is done in one part of
India may set nup demands for similar action in another. The discussion of
these matters between yourselves ought, in our conception, to be an
important part of this conference——perhaps the most important part,and we
want you to regard this meeting essentially as an attempt by the central
Government to provide you with this opportunity and not as based on any
idea of our laying down the law for you.

At the same time we may, as I have already said, be able to regulate our
policy in ways helpful to you, and in any case it is a good thing that you should
have a chance of understanding what our policy is. So I want to say something
about that. T reviewed this shortly in the last ten pages of my last budget
speech, and as I have not time to go over all that ground again I will refer you
to those passages. A copy of the speech together with two conneoted parcphlets
will be found among the papers. distributed to you. There are certain special
points which 1 want to emphasise. In the first place our main effort up till
now has had to be concentrated on merely maintaining the stability of the
Indian financial structure. It is perhaps natural now when that obiect has been
achieved, and when our loan and currenoy reserve position has been put on to a
really strong basis, to look back upon-that as a comparatively easy task, but I
can assure you that the position looked very different when the culmination of
the crisis came upon us in September 1931.  Even the British position was then
in danger of panic and collapse, while as far as we were concerned the difficul
sies were greater and the inherent stability’ was much less. - Our currenecy

" ressrves had been reduced to danger point owing to the rush of nervous mvestors

o gpt capital ou of India. Qur ‘eredit in London was very low.

"We were affected not only. by the financial crisis, but by political and
con:tztutwnal uncertainty. T only’ méntion thesé points to bring home-to
you what the dangers were and to” explain how we have been’ forced during
the last 2% years to .concentrate on' the merc * task of keeping the financial
sfructure from collapse, so that for: this reason alone we have been preclud-
ed from indulging .in speculatxve experiments; which thos¢ who do' not
‘oarry the responsibility find it ‘s> easy to advocate. Apart from this itis the

- //‘ & “~& the' principles always ~followed by the Government of India

Z

N 3 4‘ \m“thods of ‘the British Govemment) that the primary though
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‘ogfion. I think -1 may claim that we have succeeded in the two
primery tasks of preserving the financial structure and creating conditions
of high credit and confidence. And now that those tasks have been achieved
the time has come when we are strong enough to consider the possibility of
other more direct methods of encouragement to an economic revival. Now
as to this the first point on which everybody quite naturally concentrates is
the need for bringing about a rise in prices. What is the policy of the Gov-
ernment of India in this matter ? In the first place you all know ‘that on
the crisis of September 1931 it was decided to keep the rupee linked to sterling
- at its existing parity. In those dark and uncertain days it was felt thatto
preserve India from collapse it was necessary, first, for her currency to be linked
to some external standard, and secondly, not to let go our existing hold on
the chance of being able to pick up a link with sterling again possibly at a lower
parity. The Indian public has often criticised that decision, and 1 do not pro-
* pose today to enter upon any discussion of its merits. I merely wish to explain
what our policy is, for one thing which I must emphasise is that the fundamental
task of the present conference is to consider what action can be taken to alleviate
our own problems within the scope of our present settled movetary policy.

. Now I want to make it clear that our decision to retain the sterling'link -
for the rupee at the existing parity did not imply that the Government of India

took the view that it was illegitimate to consider currency policy as a means
for promoting economic recovery and bringing about a rise in prices. What it
did mean was that the Government felt, first, that it was too dangerous
for India to cut herself adrift even temporarily from an external standard,
and secondly-—and on this I shall have more to say,—that a debtor country
like India cannot stimulate world économic recovery, nor restore her
own economic prosperity merely by raising her own internal rupee price
level by the simple dodge of depreciating the value of the rupee. Kven

if some may query this sccond conclusion no one who thinks about the

matter for a moment can deny that it would be much better for India if a
rise could be brought about in the general level of sterling prices, for that
would mean a rise in rupee prices without altering the ratio between the
rupeeand sterling, and in that case we should get the benefit of a rise in rupee
prices without the grave budgetary complications resulting from the increased
burden in terms of rupees of our extremely heavy annual sterling payments.
We were thus in the position that what we wanted was to see a rise in sterling

prices, and that it did not matter to us how far sterling depreciated in terms-

of gold, or of gold currencies (mainly at that time of course the dollar and the
franc). Our policy therefore was to maintain the rupee sterling link, but to
bring every ounce of pressure which we could on the British Government to
follow a monetary policy as regards sterling which would tend to produce ‘a

rise in prices. As a matter of history which may ‘perhaps interest you I think

I may claim that we have had a considerable influence on the British Covern-
ment’s policy in this matter. We had opportunities at Ottawa, and. again

at the World Economic Conference last summer (when we had daily ‘meet:.ingsi

not neces; ril"};‘,'/the only duty of a Government is to preserve conditions—..
conditign$ vf ‘confidence and high credit—in which business enterprise can
‘ o Realthily rather than itself to supplant private enterprise by direct.

~ b

between the Empire delegates and British Ministers) to urge our case... At
Ottawa we had the strong support of Australia and New Zealand, but found
Canada doubtful (because they were rather uncomfortably straddled between:
sterling and the dollar as regards their own external obligations), while South
Africa was definitely against us because at that time they were still sticking pre-
cariously to gold. On the other hand in London last summer we and the-

- Dominions presented a completely united front for the position as regards

Canada and South Africa had changed, and we had these countries as our most
enthusiastic collaborators, and our views found expression in the resolution of
the British Government and the other Government of the Empire which was
published after the conference. ~ That then is our policy, namely, to maintain -
the sterling link at the present parity but at the same time to press.the British -
authorities to pursue a sterling policy which will be suitable to India’s interests
and help to bring about a rise in the general level of sterling prices. - e
Now of course I know that theére is a strongly expressed feeling in India
that we ought to have an independent policy of our own and deliberately -
depreciate the rupee in terms of sterling. The popular cry does not go much
further than this and implies that such a course alone, no matter how it is
achieved; would be a panacea for all our troubles. Others think a bit further
into the subject and look upon the depreciation of the rupee as a voncomitant
of a general inflationary programme which would (a) increase spending power
by reducing the burden of taxation and leaving deficits to be covered by
borrowed money, (h) increase purchasing power by undertaking extensive -
programmes of public works, and (c¢) by the depreciation in the rupee which .
would inevitably result from this policy, achicve twe objects, first the. stimula--
tion of enterprise by creating a period of rising prices, and secondly the dimimu-
tion of the problem of indebtedness by reducing the value of the unit of pay- -
ment in relation to the value of goods. People who urge this policy now look .
to President Roosevelt’s policy as the example of all that is desirable and they.
tend to blame the Government of India as the only government in the world
that has not tried measures of this kind. That accusation of course is quite
untrue. - There are other conntries which have definitely set their faces against -
any such course, the Dutch East Indies, for instance, whose economic position .
is somewhat similar to our own, have adhered to its o}d parity. Programmes
of this kind of course sound very attractive , hut on closer examination are full
of snags and are apt to lead to disappointment like that of the man who buys.
quack medicines on the strength of newspaper advertisements. At the same.
time the world is in such a mess, and the existing economic system has failed
so miserably that even dangerous experiments may on occasions be justified
and may in special circumstances achieve a great measure of success. I certain-
ly would not ventuire to dogmatise or-to criticise President Roosevelt. Indeed
I think that in his own circumstances he was right to move on the lines which.

"he did and that he will probably not land his country in disaster. But thatisa’

subject on which I cannot enlarge now. There may be other occasions to
discuss if, for we have had a request from one provincial Government that
we should arrange a meeting at which our experts might tell them something
about what is going on in the United States and elsewhere. If there is a'
general desire for this I have a siuggestion to make, namely, that on one of
the evenings this week Mr. Taylor should initiate a discussion on the United
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States policy and we could then have time for dealing with questions on this-
and other matters. I have asked Mr. Taylor to ascertain your views on this
suggestion today. :

Turning back to my own remarks 1 would say that the question which
we have to ask ourselves is not whether President Roosevelt is dealing rightly
or wrongly with his own problems, but what is the right course for India. As
regards a general inflationary policy—meeting the greater part of current
expenditure not by taxation but by borrowing and supplementing this by a
large programme of public works from loan funds—our view definitely is
that a full blooded policy is not only too dangerous a line for India to follow
in present conditions, but that there is nothing in the present situation to justify
it.” Tt is interesting to watch the experiences of other countries in this matter,
and I have referred to thesc shortly in my budget speech—though without
giving the names of the countries which have followed the various courses.
There are two special points which I want to make now. TFirst that this kind
of policy can only be justificd by quick results. Its basic justification is
that the present depression is a temporary phase which can be corrected by
these methods. If the methods fail and the depression continues, then of course
the situation becomes much more desperate than before, because a country can
only go on living by borrowing for a limited period and then when that is
exhausted it has to face not only getting back to honest equilibrium, but
also carrying the burden of debts created in the period of borrowing. It is
instructive to ask how long Japan can go on financing deficits at the rate of £88
millions per annum, and also instructive to see how certain countries—Frarice
for example—having tried these methods dare not continue and are struggling
desperately to restore honest budgetary equilibrium. ‘

-The second point which T want to make is that the power to experiment
with these methods and the value of making the experiment are both much
greater in the case of the powerful creditor countries than in the case of debtor
countries like India. Thus England has much greater power, to make such
experiments than we have, while if England can succeed in re-creating her own
economic activity and in bringing about a rise in sterling prices, that may really
stimulate world recovery ; for the sterling price level in a large measure sets
the standard for the world, while England’s prosperity means an increase in
England’s power to purchase goods from countries like India, the Argentine,

Australia, etc., which are not only debtor countries but essentially exporters of ~

primary commodities. This of course in its turn improves the markets for
British products and thus a world-wide beneficial process may be started. But
supposing India adopts a policy of this kind. 1If the result is a rise inrupee
prices for Indian products without a fall in the exchange value of the rupee,
then that process cannot go far, because India’s products will at once get out:

of parity with world prices and exports will cease. The rupee therefore would *

have to depreciate. And then what happens ? Rupee prices for. jute “for
example will rise and of course production will be stimulated—for jute pro-
duction can easily be increased enormously. But that increase will })e the
result not of a growth in the world’s demand but of an entirely artificial stimulus
in‘ India. The result must be over production, collapse of prices, and real
disaster for the cultivators of Bengal. . : EE

»
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T cannot follow out this subject fully, but T wanted to give this elementary
illustration to show how limited are the powers of a country like India to '
improve her position by her own monetary policy ; and how dangerous such
methods would be.  One may also recall the fact that even with the Roosevelt

“plan of price raising an essential feature is rigid control of the production of

agricultural commodities.

Having just touched on this aspect of the matter, I want tomake one other
point which will bring me back to the msin purport of my remarks. The general
clamour for an inflationary policy is based on vwo objects ‘which are often
confused, first the raising of prices of commodities so as to stimulate enterprise
and bring about a general economic revival, secondly the raising of the prices
of commodities or, looked at from the other side, the lowering of the value of
money, 50 as to reduce the burden of indebtedness and other fixed money claims
such as rent and tazes. I have tried to show that in the case of a country like
India the mere raising of internal rupee prices by depreciating the value of the
rupee would have but little effect and might have dangerous reactions, quite

“apart from the budgetary eBbarrassment which it would cause. But this

course might still be pursued for the salke of the second object. As regards
this our policy has been clearly stated in the course of the debates on the
currency clauses of the Reserve Bank Bill. We fully recognise that a very
serious set of problems has been set up in India by the fall in prices which has
so gravely affected the ability of agriculturists today to meet money claims
contracted in the post war period prior to 1930. But for reasons already
explained we have rejected the policy of correcting this maladjustment by
the dodge of manipulating the external value of the rupee, and consider that
a more direct attack should be made on the problem. So far as weare con-
cerned therefore we want at this conference to hear from the representatives
of provincial Governments what is the extent and the gravity of the problem,
and then to consider together in what way a direct attack can most effectively
be made upon it. 'We know that provincial Governments have all had to face
this problem, and have already introduced or have now under consideration,
various methods for dealing with it—partly by way of reduction of Govern-
ment taxes and dues, partly by enforeing reduction of rents, partly by scaling
down the debt burdens of the agricultural classes. 'We want to discussthese
methods with you and form a conclusion as to whether they are likely to prove
adequate for the needs of the situation. :

While the discussion of these measures is to be undertaken primarily-
with reference to the present crisis, nevertheless when one comes to consider
long standing and permanent problems like agricultural indebtedness, even if

-the present crisis affords the immediate spur to action, that action must

inevitably. attempt more than a mere temporary solution. Closely connected
with this is the whole range of plans for improving the general condition and
prospects of the masses of cultivators in India, for it obviously could satisfy.
no one to provide a mere temporary alleviation of present troubles if conditions:
remain such that the cultivators are left, after the present effort is spent, to
relapse into their old state. ' '

-~ But while we may touch upon these wider aspects, I presume you would
all agree that we should not dissipate our energies at the present conference
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by attempting too much, and as I am now explaining what led up to the
calling of the present conference, I must emphasise that what we had chiefly
in mind was to consider what direct action can be taken to alleviate the problem
created by the fall in prices in increasing the burden of the fixed charges falling
on the agricultural masses. The next task is to consider whether any steps
_can Le taken to improve the general economic position; as to this, although
I have mwade it clear that we do not think there 1s any short cut to recovery for
India by way of an inflationary policy or currency manipulation, this does not
mean that we think there is nothing to be done or that we ought to rest content
with a mere passive attitude. In fact in these days of increasing economic
nationalism and restrictions on the free flow of international trade. it is neces-
sary for a government to have a purposive policy even in order to maintain
its existing place. We can afford to spare no effort in increasing the efficiency
of production and marketing of crops, but at the same time we must on the
onc hand regulate that production according to the demand and on the othe:
hand scek to add security to India’s competitive position by trade agreements
and otherwise. Again we must endeavour to increase India’s own internal
‘markets and balance agricultural by industrial developments. Simultaneously
we may perhaps be able to do something now both to give an immediate
stimulus to purchasing power and to improve India’s economic equipment
and efficiency by undertaking capital expenditure on public works of various
kinds. All these are obvious points and I need only toucl: very lightly on thent
because the agenda and papers which we have put before you will have
indicated to you the sort of discussions which we have in mind. I wiention
them now for two special reasons. The first reason is that I want to emphasise
that if any policy on these matters is to be effective, it must be based on close
cooperation and mutual understanding between the central Government
- and all the provinces. If we are to keep the production of various crops
properly balanced with demand, it is obvious that we must have in India 2
centralised source of information as to the position both in home and forcign
markets. Again, if there is to be any concerted plan of capital expenditure, while
_ we have to provide the funds, it is you who must mainly plan the expenditure.
Or again if a proper balance is to be maintained between industrial and agri-
cultural development, the work lies in your hands, while it must be the central
Government which surveys the whole position for providing guidance to an
all-India policy. For all these reasons we must work together. My second
reason for mentioning these pointsis because it is important at the outset that
we should have clear ideas as to what sort of results we are going to aim at at
this conference. Clearly, with the limited time available we shall fail if we
attempt to achieve too much. On a concrete subject like that of the
problem of agricultural indebtedness you may perhaps be able to arrive at
certain definite conclusions. In the wider field covered by the general and now
somewhat irritatingly popular phrase of ‘‘economic planning” we shall
obviously not be able to achieve any final and comprehensive solution but
shall be able, I hope, to devise means by which we can continue mutual contact
with a view to co-operate in developing plans in the futire and at the same
time have useful discussions on special questions such as programmes for capital
* expenditure, the development of marketing organisation or immediate problems

',QV'

in.relation to special crops like wheat and rice. My own chief hope is that
this conference, even if its immediate results may be limited, will prove to be
of such interest and value, that it will be a prelude to closer contact on all
these matters in the future,

The Hon'ble Sir Archibald Campbell.-—1 appreciate the opportunity offer-
ed to discuss these important problems, and on behalf of the proviacial repre-
sentatives I wish to thank the Government of India. I recognise the shortness
of notice but that was inevitable. - In view of this shortness of notice I am not
in a position to put definite decisions of the Government of Madras before the
conference. We have come to discuss the questions in the hope of arriving at
common solutions, which can then be referred to the provincial Governments
for examination. In my view the primary objects now should be to put heart
into the agriculturist and to restore confidence and these will be followed
by steadying of prices. The Madras Government had approached the

_Government of India on such matters as reduction of railway freights,

reduction of the export duty on rice and possibly the imposition of an
import tax on rice or the prohibition of its import. Such measures
would have a great moral effect as showing that the Government of India arae -
making serious efforts tosave the agriculturist from the effect of the economic
depression. A telegram which Ihavereceived this morning shows that the retail
price of rice had risen from Rs. 1-1-0 to Rs. 1-4-0 a kalam in Kumbakonam
merely on a rumour of reduction in freight and an import prohibition. This is
an instance of the moral effect of even rumoured anticipated action by the
(Government of India as distinct from action by the provincial Governments.

As regards rural indebtedness, conditions vary so 1uch from province to
province that I doubt whether uniform action throughout India is possible.
The memorandum of the United Provinces is very interesting but some mea-
sures discussed in it would not be applicable to Madras because of the difference
in the system of land tenure. Also, the co-operative movement is more widely”
spread in Madras and can be utilised to a larger extent than seems possible
in some other provinces. It has becn suggested that there should be some
simplification of insolvency procedure in the case of small rural debts and
arrangements for payment by instalments, so as to avoid alienation or sales of
Jand. We wish to avoid anything which will impair the credit of the ryot when
he wishes in future to borrow for really productive purposes. We feel that this

is the objection to the proposals made by certain circles in Madras for scaling

down the capital of loans.

As regards interest, the Usurious Loans Act seems adequate if properly
used. Doubts have been expressed whether civil courts make full use of it. -
If they do, this should meet the question of scaling down interest. +In Madras
there is alto some feeling that the procedure regarding receivers might be
improved upon ; it has been suggested that they do not act as expeditiously
as might be the case if they were officers with administrative experience, officers
of, say, the Revenue department of Government. In that case they might
also be paid fixed salaries rather than be employed on a commission basis, so
as to minimise the temptation to lengthen ont proceedings. In Madras it
appears that the ryots have borrowed materially less in the last year or two but
production hasnot decreased and the moneylenders are not taking extreme

" M47FinD g
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measures ; they are not anxious to buy up land. A certain amount isalso being
done through co-vperative societies and land mortgage banks. Legislation
might be useful which would provide for the registration of moneylenders and
the provision of accounts to debtors. Generally we are not in favour of debt
conciliation boards which we regard as nunecessary if the previous suggestions
are carried out, -

The Hon'ble Sir Ghulam Hussain fiidayatullak—Ta Bombay all four classes
of agriculturists have been hard hit—jegirdars, occupants, tensnts and labour-
ers. The first categary, jagirdars, talugdars and inamdars, have been hard hit
because they generally rent out the lanQ on fixed cash rents which they find
that they cannot recover on account of the fall in prices, The tenant’s position
35 also very bad because he has to pay fixed cash rents. On the whole the
agricultural labourer’s condition is not bad. Generally speaking his wages
bave not been reduced. The moneylenders are not able to realise and so gener-
ally speaking they are not pressing their claims till better times come.  Luckily
in Bombay we have had a good monsoon, so that there is plenty of food for the
agriculturist and fodder for his cattle. What is lacking is cash. There has
been no appreciable reduction in eultivation in spite of the restriction of londing.
We have followed a liberal policy regarding (akart and are considering whether
it couldbe lent out at lower rates. As regards individual craps we have

assisted cotton by the abelition of the town duty and the railways have also

reduced freights, ete. In our opinion what is required isa complete change of
mentality on the part of the borrower, otherwise debt relief measures are not
likely to be of much permanent utility, {fiand mortgage banks should improve
the positiop, particularly if it is possible to work them in conjunction with
conciliation boards on a voluntary basis.
The How'yle Nawab Farogui.—Sir, the position of rural indebtedness in
Bengal is perbaps Worse now than in any other province in India. Though
the general trade depression and abnormal fall in prices of agriculyural
produce in recent years have equally affected the agriculturist. of afl other
provinces the position of the Bengal agriculturist has been aggravated by
the catastrophic fall in the price of jute which is the principal money crop
in Bengal. The Bengal agriculturist contracted his debts at a time when the
price of jute was three or four times more und his repaying capacity was propor-
tionately much more than it is now. He relied too mmeh on the price of jute
and ignored his debts, mare or Jess with the hope that the price of jate going
favourable it would not be difiicult for him to repay or considerably reduce
his debts. But he has been taken unzwares by the unprecedented skm;p. The
burden of debt has, therefore, been more acute on him now than he ever expe-
rienced for several generations in the past. This growing burden of debt
certainly calls mate urgently than ever for a radical remedy if stch can be
found. The Government of Bengal are fully convinced that s serious effort
ghould be made to find such a remedy and to devise a properly organised system
for the supply and conveol of agricuitural credit, I am personally of opinion
that unless some bold atterapt is made quickly for evolviy 2 animproved system
of agncult}lral credit 5o a5 to enable the agripnliurist to repay his &ebtz g;a-
dually, & titoe ay come in the near {uture when his failure £o et the interest
charges and the sccumulation of bis debts will lead him to a hopeless position—

& position which it is desirable to gnard against in the interest of the well being
of the provinee. The tendency to avoid repayment of the dues of the money-
Jenders by the agriculturists bas been manifest iz several places in Bengal, And
as a vesult, in certain areas the moneylenders have had to reduce the interest ox
remit it altogether and rentew the bond for the principal amount at a nominal
rate of interest for a longer period. This action taken by the moneylenders to-
wards remission of interest has emboldened the agriculturists in those areas to
ask for remission of interest in xespect of their dues to the Co-operative
Socicties. These facts clearly indicate the present attitude of the agricul-
turist towards hisdebs. Hestill respects the sanctity of debt and given suita-
bie facility he will do his best to repay hia debt. But in the absence of such
facility he will grow despondent before long and lose all interest in life. The
time is also very opputiune pow fot adjustment of debts of agricultuzists as
money-lenders are Qisgosed to reduce their ducs by remitting o part ar
whole of the interest. 3 think Government should take advantage of this
opportunity af once.

The Government of Bengal havebeen seriously considering this problem
for sometime now and have been collecting all possible detailed information
regarding the assets, Habifities and {family budget of the agriculturist in selected
areas with a view to ascertaining the percentage of cultivators who are in posses-
sion of adequate surplus with prices at their present low level to repay their
debts. They have appointed recently a Board of Feoromie Enquiry consisting
of officinls and non-oHicials to which the varions guestions relating to the rural
indebtedness, namely, the prevention of extravagance in new borrowing, liqui-
dation of existing debts, debs conciliation on voluntary basis, compulsory
adjustment of accumulated interest, Rural Insolvency Act and the expansion
of the co-operative credit organisation have been referred together with the
information collected by Government on the subject. These questions are now

_being considered by vhe Board of Eeonomic Enquiry. It is hoped that the

deliberations of the Board swill be considerably helpfal to Government in their
‘attesupt to draw wp same practical scheme in this direction.  As regards the
scheme for the provision of better machinery of credit for those who have good
seourity to offer we have just made a start n Bengal with a few Land Mortgage
Banks as an experimental measure which would make long-term loan advances
to solvent agriculturists mainly for the purpose of redemption of their prior
debts, _

Personally, Sir, T am definitely of opinion that every Government should at
this juncture devise same practical measure for arresting the growth of rural
indebtedness and also for gradual liquidation of the accumulated debt of the
agricultuxist. The question of rural indebtedness is a very big question and
canuot be tackled at once or within a short period. A programme for several
years will perhaps be necessary which should be acted upon steadily and cau-
tionsly. Esperiments skould be tried in several typical areas in the first year.
Befcre such an experiment is started in any area it would be necessasy to collect
gl information regarding the assets, liabilities and repaying capacity of the
cultivators of thatarea. As a result of the investigation if a sulliciently large
number of enltivators is available whose margin of income is such that it can pe
reasonably Loped that by adjustmuent and reduction of their debts they could
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e made solvent, attempts should be made to give them the necessary credit

“facility. The experience gained from the experiment in one area would be nse-
ful for extension or otherwise of the programme in other areas. In my opinion
it is essentially necessary that where such credit facility is given for liquidation
of debts the cultivator should be restrained from extravagant borrowing by res-
tricting his credit to the minimum, by legislation if necessary.

1 doubt, Sir, in view of the different social, political and educational condi-

tions prevailing in different provinces whether it would be possible to draw one
cut and dried scheme which would be applicable to all provinces with equal
" benefit. The best course would, therefore, be to decide on general policy leay-
ing to the local Governments to take such action as they may deem feasible in
the peculiar conditions of their Provinces.
The Hon’ble Sir George Schuster.~—Y our position is that the problem must
“be tackled. You want it to be tried on such fundamental lines, that you
" cannot risk Jaunching a scheme throughout the whole province at once. You
wish to test it out first in selected areas, and then in the light of the experience
thus gained to extend step by step ¢
The Hon'ble Nawab Faroqui.—Yes This is my own personal view but
the question is being discussed by the "Board of Economic Enquiry.

The Hon'ble Mr. Blunt.—The position in the United Provinces is also
pretty bad. It was bad before the slump began: rents had gone up pro-
portionately much more than the rise in prices. Before the slump began in
1929 the debt of the province was estimated at 124 crores of which 36 per cent.
was considered to be unproductive. In addition to the effects of the slump we
have suffered owing to serious crop damage in the last four years, oftento a very
considersble extent. We have also reason to believe that the hoards of silver
coin are being depleted and credit has also become tighter. Whilst in ordinary
. times the primary security was the personal reputation of the debtor as a good
payer, and all other kinds of security were little more than collateral, a position
has now been reached where debtors are known not to be able to pay evenif
they want to. The actualrates of interest have possibly not been raised but the
other terms are more stringent. The amount of security demanded has gone up
4wo or three times and additional security is required in the form of second
signatur s, registration of documents where pro-notes would have sufficed
before, and soon. 'The rate of interest is in most cases to be regarded as largely
nominal in the sense that a discount, often as much as 50 per cent., is given for
prompt payment.
The Hon'ble Sir George Schuster—Do youregard this restriction of credit
“as an unmixed evil ?

The How’ble Mr, Blunt.—1 do not regard it as an unmixed evil. There
is a good deal of good in it, but I was looking at it from the point of view
of the debtor for the moment. A further interesting feature is that the cultiva-
tor is borrowing more in grain and is keeping his cash to pay dues that must be

- paid in cash. The distress is not so acute as to lead to the sale of ornaments
.at any price. . There have also been improvements, both in quality and quan-
. tity of crops, by the use of improved seeds, etc., e.g., sugar cane. There has

. also been & merked fall in suits for arrears of rent and the relinquishment of
holdings and we have had no difficulty in recovering reduced rents and our

‘canal dues. Imightadd that this was the position when the note was written,
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but in the last fifteen days I have received some evidence to show that the
position has become more serious. Some big landlords who have always
been good payersasked me to postpone their payments of land revenue for a
month, on the ground that their tenants had only paid them so far six annas
in the rupee. The problem is, in our view, immediate and urgent. Such
proposals asthat for marketing, etc., may be very valuable, but are for the
future. What is required immediately is some legislation to reduce debts,
owing to the additional burden that is growing through non-payment of inter-
est. ‘ . :
As regards past debts, we consider that emergency measures are necessary

for scaling them down. We have two measures :—

(1) The Encumbered Estates Bill (based on the Bundelkhand Encum-
bered Estates Act), and

(2) The Regulation of Executions Bill.
The former applies to large landholders and the latter to small. The principle
of the latter is that the debtor may apply for execution if he makes a cash pay-
ment of 20 per cent. of the demand, more or lessas evidence of good faith.
Thereafter, if he is able to pay 50 per cent. more in one year, the balanceis to
be wiped out. Wearealso considering an Agricultural Loans Bill to enable
Government to lend money to the agriculturist to pay off old debts dealt with
by these two measures and also to help him to purchase ocoupancy rights.

As regards the addition to debts created by the slump, no special measures
have been framed, but the problem is dealt with in the more general mea-
sures, the Encumbered Estates Bill, and the Agricultural Relief Bill which will
deal with future debts. ' ‘

We have also a Land Alienation Bill as a measure for” the protection of
ancestral property. 50 per cent. of the property is demarcated and then
becomes exempt from permanent alienation : it will only be subject to mart-

- gages for a maximum of 20 years. As regards the other 50 per cent. and self-

acquired property, it is for the owner to do what he likes with it.

We regard all these measures as extremely urgent and a meeting of Council
is being held on the 9th to introduce them and refer them to select committees.

As regards the other measures on the agenda we consider them as of impor-
tance for the future but as not being of such immediate necessity as those whick
I have just mentioned, for instance, the question of land mortgage banks.
In the United Provinces we consider that the line of development which is
likely to be most profitable is that of irrigation, particularly now by means
of tube wells, etc., as the gravity canal system has been fairly fully developed.
We shall . want finance not only for such schemes, but also for financing the
Encumbered Estates Bills, and for takavi in connection with the Regulations of
Executions Bill. _

The Hon'ble Sir George Schuster.—Have you any idea of the extent to which
finance will be required ¢

The Howdle Mr. Blunt.—It will not beé as large as might be supposed,
because the Bill lays down that the debtor must accept the judge’s decision
regarding the remedies to be applied, and some of these are unpleasant. The
debtor can be compelled to sell not only land but also other kinds of property
guch as his houses, cars, elephants, guns, ete. Thisis likely to prevent the appli-
cations being excesgive,



14

" The meeting then adjourned till 11-30 am.

L el

The conference re-assembled at 11-30 a.m. with the Hon’ble Sir Fazli-
Husain in the chair. . .

Chairman.~Does any provincial representative wish to ask questions
from those who have already spoken 7

. The How'ble Sir Jogendra Singh.—Has Sir Archibald Campbell caleulated
the extent of the debt in Madras

The Howble Sir Archibald Campbell.—The Banking Enquiry Committee
gave a figure of 150 crores. I should like toask Mr. Blunt to what extent he
considers that advantage is likely to be taken by debtors of the Regulation of
Executions Bill. -

The Howble My. Blunt.—We cousider that it will be fairly widely taken
advantage of, particularly if it isrealised that Government is prepared to lend
the 20 per cent. necessary for an initial payment.

The Hown'ble Sir Henry Craik—1 would first like to allude to an aspect
of the question which has not ba:n disenssed, hat of the effect of the
economic situation on provincial revenues. We are an almost entirely agri-
cultural province and have been faced with a demand for the reduction of

" taxation on land which we must admit has o good deal of logic behind it. We
have been pressed to make remissions in water rates and land revenue. Also,
in Lyallpur which is being resettled we shall probably have to agree to
Jower the scale of taxation. Revenue has also, T understand, been considerably
reduced in the Montgomery district, another canal colony recently re-settled.
If relief is to be given, it must obviously be either by raising other forms of taxa-
tion or by means of further retrenchment. The former is limited but we are
exploring the question. Asrcgards the latter, we have already effected drastic
reductions amounting to 20 to 25 per cent. of our normal expenditure and no
further retrenchment on any large scale scems possible unless we are to abolish
entire departments, a step which is obviously undesirable.

As regards agricultural indebtedness, the problem in each provinee differs
widely, so that it seems to us that Jegislation must be provincial and not central.
In the Punjab, for instance, the landlord-tenant problem does not exist, at least
to any appreciable extent. There are few large landlords, most of them are
small men who do their own cultivation. Rents are also largely paid in kind :
cash rents are going out of fashion.

Rural debt was estimated by the Provincial Banking Enquiry Committee
in 1929 at 135 crores. It has certainly increased materially since 1929.
There is no general refusal to pay or any greatincrease in debt suits, attachments
of lands, etc., but the steady accumulation of interest on paperis a very serious
factor, though it is probably not appreciated by the cultivator. The effect will
be brought home to him if and when there is a recovery in prices and a revival
of prosperity, when the demand for arrears will cripple him. We consider
that the time has come when the Legislature must step in to scale down debts

»
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and to prevent undue accumulation of interest. We are introducing a hill
which includes a simplified insolvency procedure and an amendment of the
Usurious Loans Act which will lay down rates of interest, anything in excess of
which shall be deemed excessive. We are also taking powers to establish
conciliation boards as an exprimental measure and amending the Code of Civil
Procedure so as to make imprisonment for debt more difficult, and introducing

“the principle of dam dupat.

The position in the south-east districts of the Punjab is the gravest. There
it has been aggravated by successive crop failures. Itisalso grave inthe canal
colonies where the scale of expenditure is higher and credit hag been less limited
than elsewhere. In the Punjab, of course, the agriculturist has other sources of
income derived from army pay and pensions and remittances from relatives
abroad. But even so we consider that he has very nearly exhausted his reserves.

In the Punjab the position is dominated by one or two crops, wheat and

. cotton, and we are very much handicapped by the discontinuance of internal

trade statisticy which would be very useful to us in any attempt to
develop the export to other provinces of our surplus produce.

Dr. Meck.—These have been. revised since last year.

The How'ble Sir Henry Cratk.—The export of Punjab wheat through

Karachi has definitely stopped. We have been cut out by Sind. The Lyall-
pur quotation has for several months beeu higher than the Karachi one, so that
even cheaper railway freights to Karachi would not help us.
" We have not yet considered land mortgage banks in any great detail. We
are inclined to think that they would provide valuable help if the scheme was
not rendered impracticahle owing to the operation of the Land Alienation Act.
Our settled policy is definitely not to tamper with that.

The Hon’ble Sir Jogendra Sirgh.—1 wish to supplement what Sir Henry
Craik has said. I have had calculations made recently as to the growth of
rural indebtedness and these calculations show that the rural debt which was
135 crores in 1929 is 201 now. The gross value of agricultural income was
Rs. 74,64,82,603 in 1928 29 and is Rs. 40,83,11,479 in 1932-33, thatis to say, the
income per capita has been reduced from Rs. 31-6 to Rs. 17. As regards the
amount available for service of debt, if we take the total available income at
13,62 crores, and rcduce it by 9,28 crores on account of land revenue, local

" rates, etc., we are left with 4,34 crores. This is obviously quite inadequate to

serve the existing debt. The purchasing power of the agriculturist must ba
increased, and this cannot happen unless he is assured of some protits. I
carefully followed the Finance Member’s speech and if no change is to be made
in the value of money, then debts must be related to prices. Secaling down
debt is nothing new in history. We want immediate relief from past pressure.
Debts should be immediately scaled down to correspond with assets. Creditors

-are prepared to accept composition if payment can be made. I suggest the

creation of an Agricultural Relief Loan {und by the central Government on
which the provinces could draw. :

The Hon’ble Sir Ghulam Hussain Hidayatullah.—What will happen to the
money when the money ender getsit? Wil it not be simply re-lent to the
cultivator ¢ ' ' '
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The How'ble Sir Jogendra Sirgh.—1 have no objection to restriction of -

future credit. '

The Howble Sir Archibald Campbell :—How much do you think the
Punjab is likely to require ¢ -

The Hon’ble Sir Jogendra Singl.—50 crores, but we would not want it all
at once. ” 5 crores a year would do.

The Honble Sir Archibald Campbell.—But that would not give the
immediate relief you want ?

The Howble Mr. Blunt.—1 think the total liabilities to the Gov-
ernment of India would be nearer 400 crores, and I do not see what benefit there
would be to the debtor. A province would have to borrow large sums of money
and pay interest onit tosuch an extent that heavy fresh taxation would be
necessary which must be paid partly by the debtor. He would be relieved of
his interest but he would have to pay extra taxes to Government. As
regards the Punjab proposal of dam dupat also, 1 feel that as regards old loans
it would operate most inequitably because it would penalise the honest debtor
who had tried to pay as much as he could from time to time. This of course
does not matter so much as regards future debts.

 Mpy. Lloyd.~In Burma our positionis that we are tied up in one crop, rice,
in regard to which I associate myself with the remarks of the representative from
Madras. The price of paddy before the slump was Rs. 175 per 100 baskets ;
now it is only Rs. 55. The problem in Burma relates to owner cultivators and
to landlords and tenants, the amount of land held in each way being about
equal. Tenants are generally financed by their landlords. They arenot able
to pay their full rents, at present and see no hope of paying interest. Land-
lords are also in difficulties because land is no longer accepted as security.
The position on both sides is very depressed, but very little land has gone out of
cultivation, so finance must be coming from somewhere. The adjustment of
all classes to the present conditions is a very surprising fact. The cost of cul-
tivation has gone down from Rs. 14 an acre to Rs. 6. The Chetties used to
advance about 3 crores a year for cultivation and another 3 crores for market-
ing, a total of 6 crores. This has now been reduced to 1 crore. In spite of
these large reductions, there has been no reduction ip cultivation and the ex-
portable surplus is as large as ever. -

‘We have had to effect a considera‘ble reduction in our land revenue. The
normal 4 crores has been reduced by about 80 lakhs this year.

As regards remedies, I am afraid that I have not much to offer by way of
golution. For two years we have had an Indebted Landowners Protection
committee, but it has not yet come to any definite conclusions, nor eben re-
ported. The more it examines any particular proposal the more obstacles
appear. The position of Government is the same. We must pin our hopes
to a recovery in the price of rice.

__ InBurma we are also handicapped by the fact that the co-operative move-
ment collapsed even before the slump and we consider that there is- no hope
from it. Though co-operation may be revived, we shall have to start from the
bottom and this will require an expensive controlling staff which at present our
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Government cannot afford. I am afraid that in many cases the Burman hailed
co-operation as a means of getting cheap loans which he never thought he
would have to repay. The number of societies now 1n a healthy state i3
negligible. , ‘

As regards land mortgage banks, we started two in Burma, at Prome and
Henzada, four years ago. Unfortunately these two districts were those
most affected by the rebellion which put a stopper on the experiment. The
Government of Burma cannot in present conditions face the expenditure in-

~ volved in any extensive proposal for land mortgage banks. * For the present

therefore my function is that of a listener and learner, and I hope to take
something away which will be both useful and feasible.

My. Hubback.—My position is similar to that of Mr. Lloyd. The Gov-

_ernment of Bihar and Orissa has had other preoccupations since the idea of a

conference was first mooted in January, and the problems connected with the

* earthquake have prevented them from giving the matter full consideration. 1

therefore hold a watching brief. There are, however, one or twq points whiqh
1 would like to make. In the first place, the position in Bihar is to a certain
extent alleviated by the fact that the permanent settlement has fixed the de-
mand at a very moderate level, so that we have not been seriously troubled with
the question of remissions. We also share with Bengal the Tenancy Act of
1885 which has stood the test of time very well on the whole. One result of it
is that about 87 per cent. of the cultivable land is held by occupancy tenants
and the remainder by landlords of a superior character. Further, except for
the earthquake we have had no serious widespread calamities in recent years
and harvests have generally speaking been good. The agricultural labourer
has weathered the storm well. Wages in cash have fallen, but mainly wages
are paid in kind. The situation of the ryot is very d_lfferent, due to the
heavy fall in the price of agricultural commodities. In Bihar he also depends
to a considerable extent on subsidiary occupations: providing labour for the
coalfields, tea gardens, iron and steel industries, all of which are depressed.
The ryot is in a bad way, but he has adapted himself to the new conditions in a

- remarkable manner. No doubt he cannot pay the full interest on his debts,

But there has actually been a decrease in private sales, and we have had no
serious increase in civil suits or in processes for recovery of land revenue and

. cess. 'The moneylender however, is not lending on the scale he was before.

Lending it kind is on the increase, and the rates for such seasonal loans are
much more severe than before, which is a bad feature.

As regards remedies, I am hot in a position to p.ut‘forward proposals, but
1 would like to refer to the Regulation of Execution Blll.m the U nl_tfad Provinces
mentioned by Mr. Blunt. It seems to me that the ultimate liability to collect
‘debts under such an arrangement must fall on Government, and that either thfe, _
central or the provincial Government will have to take this risk. In our
province I can say definitely that the financial position is such that the province
cannot undertake it. There is also the political effect to be considered. " Gov-
ernment has already to collect a large sum of money 1n the shape of taxation ;
if they add to this by taking over the collection of money which is at present -
due to the moneylender, the political effects may be cons1derable', [ think

M47FinD ‘B
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like Mr. Blunt that there is a large element of unreality about the money-
lenders’ rate of interest and would go further in saying that there is conse-
quent unreality in the capital account which includes accumulated interest.

The landholder’s position is at least as bad as that of the ryot, and
we have numerous applications to be taken under the Court of Wards
or Chota Nagpur Encumbered Estates Act. As regards land mortgage
banks, it seems to me that they would only be possible for large land-
holders, and that it might be preferable in present circumstances to provide
finance to the Court of Wards to rescue estates rather than to set up a new
agency like that of a land mortgage bank. The Bengal representatives said
that land mortgage banks would be tried as an experimental measure. It
seems to me that 1t would take at least twenty years before we could say that
the experiment was a success. The eo-operative movement has been in exis-
tence for longer than this and it is only recently that some provincial Govern-
ments are beginning to appreciate the difficulties.

The Hon’ble Mr. Gorden.—OQur rents are controlled by statute and the
problem of scaling down fixed government dues to accord with the fall in
commodity prices does not exist in the Central Provinces, except perhaps in
isolated tracts. It is true we have had fo grant considerable remissions of
land revenue and takavy, but that was as a direct result of a succession of crop
failures and our system of suspensions and remissions of revenue is, we con-
sider, adequate for contingencies of that kind. .

Our main problem is the growth of rural indebtedness by the accumulation
of unpaid interest charges, and we think it very necessary to devise schemes
for scaling down debts. We do not, however, consider it cither necessary or
feasible to try to relieve those that are hopelessly involved. For thisclass
some sort of simplified rural insolvency measure may be necessary later. The
class we want to save is made up of those who are still solvent, but who are in
danger of slipping into the first class if not helped in time. To relieve this
class we have devised three measures. There is, in the first place, our Debt
Conciliation Act, which has now been in force for some 10 months, Although
in the districts in which it has been tried long enough the results are fairly
encouraging we feel that the Act may have to be supplemented by some kind
of credit agency for providing cash for paying conciliated debts. The extent
of the scaling down possible depends obviously on the promptitude with which
the scaled down debts can be paid. Opinion in the province points to the
possibility of reducing debts by as much as 50 per cent. if cash for payment
ol debts can be made available. The capital required need not be as large as
is supposed, as creditors who have received repayment may be expected to
invest their funds in debentures of land mortgage banks, if the interest is
_guaianteed by Government, and thismoney would be available for conciliating
more debts, .

Then the Central Provinces Legislative Council has very recently passed
the Usurious Loans Act, the main provisions of which have been referred to
in the printed memorandum*. We have also, in the select committee stage,
a Moneylenders Bill which provides for the regulation of accounts but not

* Vide Appendix D to volume of Resolution and Appendices.
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the licensing or registration of moneylenders. It also embodies the principle
of dam dupat and seeks to give to court extended powers in the matter of
granting instalments.

As regards schemes for the provision of better machinery for credit we are
inclined to think that direct advances by the State or a State land mortgage
bank would be of use to help the bigger malguzars in the Central Provinces:
For the tenants in the Central Provinces and ryots in Berar we believe an ex-
tension of land mortgage banks, possibly on co-operative principles, would
be more suitable. State advances or a State bank would be useful fox..' men
who would be beyond the scope of the Debt conciliation boards, but obviously
their loans would have to be adjusted before they are financed. I may add
that in the Central Provinces the tenancy law would have to be modified so as to
make tenancy land freely transferable to land mortgage banks before such
banks can be established. :

1 would also like to mention, though it has no direct bearing on the matter
under discussion except in so far as it would require capital, that we are con-
sidering the question of buying out the landlord class with a view to improve
the provincial finances, by eliminating a middle man who intercepts 50%,
of the payments. The land revenuc paid by this class is about 1} crores so
the money required would be considerable.

The How'ble Sir Archibald Campbell—Can you say yet to what extent

‘your debt conciliation legislation has been successful ?

The How'ble Mr. Gordon.—It is too early yet to say much. We have
had quite a measure of success with unsecured debts ; but with secured debts
we have been Jess successful. It is also obvious that the whole scheme depends
on the prompt payment of the instalments of the reduced liability by the
debtor and there has not been time to sec how far this will be done in practice.

Mr. Hubback.—How are these reduced debts collected ?

The Honble Mr. Gordon.—They are collected by the same procedure as
arrears of land revenue.

Mr. Hubback. —In other words, the odium is to be thrown on the Govern-
ment ? ’

The Chairman.—Now that the Central Provinces representative has con-

| cluded, I think it is a suitable opportunity to adjourn. The meeting stands

adjourned till 5 p. m.
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April 3rd, 1934.  Afternoon.
The Hon’ble Sir Fazl-i-Husain in the chair.

The Honw'ble Mr. Blunt—I should like to answer some of the points
raised by Mr. Hubback this morning. He objected to our scheme on the
ground that Government has to collect private debts. That is not right,
Government pays the private debts, and then collects debts due to itself.
Government has already to collect its own dues and I do not anticipate any
trouble on this account. Again we find that the losses in respect of takavi
are very small ; on the average, since 1907-08 it has only been Rs. 25,000 to
30,000 a year and the period includes three bad famine years. Whatever
happens, the takav: sums all seem to get paid.

He also suggested that increased borrowing power should be given to Courts
of Wards rather than to a new agency. In the United Provinces this would
not be practicable. Under our Encumbered States Bill the Court of Wards
might have to take over 25 per cent. of the cultivable area of the province.
Management by Government as opposed to management by Court of Wards
is well known and is nothing unusual. Inaddition our present Court of Wards
is different from what it used to be. It is now a non-official body of landlords.
The first President and Secretary are officials, but after that anybody may
hold these appointments.

My. Hubback.—Our experience as regards takaviis much the same as
that of the United Provinces but I was afraid that the large increase in the
amount contemplated by the scheme might create dangers. Such advances
which are in respect of insolvency are on a different footing from advances
for famine and flood relief. Asregards the Court of Wards the difticulty mention-
ed by Mr. Blunt does not arise because the Court of Wards in Bihar and Orissa
is still controlled by Government.

The Howble 3y. Gordon.—I should like to know what the experience
of the other provinces in respect of takavi is. Our experience is that we had to
write off nearly 17 lakhs last year and we may have to write off a fairly large
amount this year. :

The Hon'ble Mr. Blunt.~—I would point out that the whole burden will not
fall on takavi ; some of the debts may be compounded.

The Hondle Sir Harry Haig.—Would Government be forced to lend
takavi under your scheme ?

The How'ble Mr. Blunt.—Most emphatically not. Loans would only be
given if money was available and after other methods of relief had been examined
and exhausted.

The How'ble Mr. Laine.~—Our province has. like other provinces been
badly hit by the prevailing economic - depression, but on the whole, we are
optimists and doubt whether such heroic measures are necessary. Wethave
three areas to consider in Assam : firstly, the hill tracts, secondly, our perma-
nently settled areas, and thirdly, the temporarily settled areas held mainly
under ryotwari tenure. As regards the hill tracts, the difficulties have not
been great : taxation is light and they are cconomically seif-contained. Some
difficulty has been experienced in certain areas where the population depended
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to a certain extent on lac cultivation and this we have met by reducing the
house-tax. We have two permanently settled districts and there the problem
must be much the same as in Bengal and Bihar and Orissa. The land revenue
is low and there is no case for reduction or remission. On the other hand,
the landlords are in difficulties because they cannot be realising much more
than half their rents ; we know this, as several of the larger permanently-.
settled estates are under the Court of Wards. We have no ready legal means
of reducing the rent-roll (which incidentally is not high-pitched on the average)
and both we in the Court of Wards and the proprietors in their own estates
have hitherto been content to realise what we could and to hope for better

times.

Of our temporarily settled districts the bulk (it so happens) have come

" under resettlement during recent years and in their case we have been com-

pelled by the economic crisis to reduce the land revenue demand temporarily.
In making the reduction our aim has been to reduce the incidence of land
revenue to approximately what it was in the early years of this century when
the prices of agricultural produce were approximately what they are now.
The redustion sanctioned for these recently resettled areas was three annasin
the rupec which has roughly offset the increment which these resettlements
had brought about. In Assam we depend primarily on land revenue for our
resources and unless prices fall further, we have.no intention of granting any
further reductions. Besides this we grant fairly liberal remissions under our
ordinary rules in the case of local calamities and have supplemented this at
times by liberal grants of takavi loans, though in respect of loans granted during
the last few years, we will be lucky if we recover much more than half.

When I said just now that we were amimated by a certain degree of
optimism, I was referring to the fact that quite recently there have been distinet
signs of a rise in prices. Whether this rise is only temporary or whether 1t is.
partly the result of the recently introduced tea restriction scheme we do not
yet know, but weare hoping for the best. In Assam our provincial finances
are closely connected with the prosperity (or otherwise) of the tea industry
and if the industry continues to recover the recovery cannot but have advan-
tageous repercussions on the province as a whole, and on the prices of local
produce. We also passed a Moneylenders Bill in our local Legislative Council
some five years ago, which we hope will afford some relief to our indebted rural
population. Besides this we have two Tenancy Bills under preparation, one
for the permanently scttled areas in the Surma Valley and the other for our
temporarily settled areas which, we hope will strengthen the position of the
bona fide agriculturist. One at least of these will (we hope) be introduced in
the next autumn session.

As regards development, we agree that the construction and improvement
of roads, bridging, etc., would help to alleviate the present situation. We
embarked on a comprehensive road programme some three years ago but
two years ago we had to close it down on account of the financial crisis. We
feel certain that if we could resume this programme, it would be to the benefit
of all. Money, land, material, are all cheap, but at present not only have we
no money but we are deeply in debt and it is impossible for us at the present
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juncture to embark on any such programme until we know what our financial
position will be under the new constitution. We cannot go on pledging our
future indefinitely.

Apart from the development of our road communications, most of the
expedients referred to in the agenda appear to us to be of doubtful practi-
cability and of short-lived utility, even if to some extent practicable, they
are at best more of the nature of local or temporary palliatives and do not
strike at the root of the present economic disease. What is wanted is some-
thing that will restimulate industrial and agricultural economic activity,
and from this point of view we are inclined to think that more hope of salva-
tion lies in the direction of a rveduction of tariff barriers, and of a far-
seeing control of exchange ratios and of currencies, than in the majority of

expedients mentioned in the agenda, but these are presumably subjects

outside the scope of our present discussions.

Colonel Noel —The worst feature of agricultural indebtedness is not the
high rate of interest but the unproductive nature of the money-lenders loans.
In the North-West Frontier Province the money-lender takes about twenty
per cent., of the gross yield of the land. A redistribution of this twenty per cent.
would not yield any permanent benefit. The primary problem is to increase
production. The greatest obstacle to increased production is the unprogressive
nature of the Indian money-lender and the fact that he seldom, if ever, lends
for the improvement of the land or the system of agriculture. Twenty per
cent. of the produce of the land if spent on improvements would have greatly
raised the standard of wealth and living in this country. The position 1is
aggravated by the law of British India which allows the money-lender to
exploit the thriftlessness and extravagance of the agriculturist. In Iraq,
Persiaand Afghanistan the evil of agricultural indebtedness has never reached
_the same degree as it has in India, chiefly because the law of these countries is
not such an instrument of exploitation.

The suggestions so far made are all palliatives which the money-lender can
get round. The roots of the problem must be struck at by substituting some
other form of credit. .

The form suggested is a government agricultural bank. The details of
the proposal are described in a pamphlet which has been printed and circulated,
vide Annexure 1. :

The Howble Sir Fazl-i-Husain.—What about the co operative move-
ment ?

Colonel Noel.—The co-operative movement is limited in its scope and can
never hope to tackle the problem on a large scale.

The How’ble Dr. Namng.-—HoW 18 the law inequitable particularly where
a moneylender has himself to borrow the money which he re-lends ?

Colonel Noel—The major portion of the agricultural indebtedness re-
presents compound interest. The compulsory composition of debt contem-
plated would also extend to transactions between money-lenders in so far as
they were connected with eventual loans to agriculturists.

o
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The Hon'ble Sir Henry Craik.—At this stage I would like to intervene to
point out that it is the considered opinion of the Punjab Government thatwe
are completely opposed to any scheme which would make government servants
debt collectors. '

~ Colonel Noel.—The system of government agricultural banks to take over

agricultural debt could be tried out in small selected areas and the system
extended in a modified form in the light of the experience gained. The Kashmir
State has proved that such schemes are practicable ; their rice control which
has now been in force for twelve years has been singularly effective. There are
no outstandings..

The Hon’ble Sir George Schuster to Mr. Farogui.—This is not much different
from the Bengal scheme.

Mr. Townend.—We do not propose to bar recourse to courts.

The Howble Sir Frank Noyce—What will happen if an agriculturist
wishes to get money for unproductive purposes !

The Howble Sir Jogendra Singh.—1If we increase his prosperity he will not
need to borrow for these purposes. Set him free and he will have enough and
to spare to meet all his needs ; and also the sowkar, if deprived of this channel
for investing his money, will cmploy his money in industry to the greater
benefit of the country. What we want is that government should set up a
department of rural economics. We quite recognise that relief of debt is not
sufficient in itself. .

Colonel Noel—I have been asked how the money-lender, if repaid his
dehts, could employ his money outside loans to agriculturists. In the. North-
West Frontier Province many openings for capital could be cited. For example,
sugar refineries using gur as a raw material; the replacement of the two
roller cane crushing mills by mills of the three roller type, and-the old form of.
Persian wheels by the new iron type so common in the Punjab.

The How'ble Sir Fazl-i-Husain.—Whatis the opinion of the representatives
a5 to the extent to which legislation should be central and how far provincial ?—

Item 3 (2) of the Agenda.

The Howble Sir J ogendrd Singh.—This question depends on how far the
slump in prices is central or provincial . Tf the evil is a common one, the
remedy should be a common one.

My, Hubback.—1If there is any central legislation, it should only be permis-
sive. 'The Government of Bihar and Orissa is not generally in favour of central
mandatory legislation, on all matters connected with rural indebtedness.

The Hon'ble Sir Harry Haig—A point which concerns my department is
whether we in the centre should be asked to consider legislation. We consulted
local governments two years ago regarding the proposed amendment of the
Usurious Loans Act. In the meantime, however; various provinces have gone
ahead with provisions, for instance, regarding excessive interest or making it
incumbent instead of optional to the courts to re-open cases. Itseems to me
that the question is primarily one which should be dealt with by the provinces
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The question has not been fully considered by the central Government bub
‘I think I may say that we would be prepared to undertake some general amend-
ment of the Usurious Loans Act on the two lines which I have mentioned, but
as provinces differ it would seem preferable to leave provinces to act on their
own.

The Howble Mr. Bluni.—The danger of tampering with the Usurious
Loans Act is that it applies to all debts, not merely to agricultural debt. We
know how to deal with agricultural rates of interest, but we should be less well
able to deal with rates of interest on debts of other kinds. That is one reason
why we think that the Government of India should avoid fixing rates of interest
as usurious in a general all-India Act. It would be impossible to get a general
all-India definition of usury.

ltem 1 of Agenda. .

The Hon'ble Sir George Schuster.—-1 would now like to get a brief summary
of the views of provinces on the first item of the Agenda.

The Howble Sir Archibald Campbell.—We consider that some measures are
desirable for dealing with rural indebtedness. I have already outlined the
legislative measures which we have under consideration as regards clauses (1)
and (7) of the first item,

The Hon'ble Sir Ghulam. Hussain Hidayatullah.—The diiﬁcﬁlty as regards

the former is that money-lenders will find a way round practically everything,

The Hon'ble Mr. Bell—If T might supplement the remarks of Sir Ghulam
Hidayatullah, I would point out that money-lenders can still evade such mea-
sures and secure land by sales and it is difficult to see how this evasion could be
avoided. There was a proposal in Bombay that co-operative societies should
be allowed to take over lands for arrears of debt at a nominal purchase price
and then lease the land back to the debtors. The feeling of both officers and
the countryside was strongly against this. Our view on the general question is
that any attempt except within narrow limits to interfere with the manage-

ment of a man’s own affairs would be resisted. So far, in our presidency” -

money-lenders are content to wait. There has been no serious agrarian
trouble. We have no scheme for imposing further limitations on freedom: of
contract between debtor and ereditor. The Deccan Agriculturists Relief Act
has already considerably restricted credit but has not tended to transfer land
from the possession of the agricultural classes to the non-agricultural classes.

Mr. Townend.—On the general question the view of the Government of
Bengal is that as regards the immediate emrgency some measures are essential
though they have not yet decided what are practicable. The position in Bengal
cannot be considered only from the economic standpoint : account must be
taken of the terrorist movement. This is still gathering recruits, and one of
the arguments by which recruits are won is that the present economic depression
is due to the errors and to the indifference of Government. In fact since the
very beginning of the terrorist movement one of the factors which has helped
the organisers has been the existence of Jarge areas, in western and central
Bengal particularly, where the land is decadent and the population has dec-
reased : for this Government have always been attacked, and such.-arguments
have mow become more plausible when agricultural indebtedness is general

%

" 1 do not see how that can be avoided.
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throughout the province. Measures of a permanent character also are un-
doubtedly very desirable : it is very difficult to say what is practicable but pro-
posals have been referred to the Board of Economic Enquiry. Our worst
districts from the point of view of debt are those which were recently the most
prosperous, i.e., the jute districts of Eastern Bengal. We consider that measures
which might restrict eredit may not have a bad effect in Bengal.

The Hon’ble Sir Frank Noyce.—To what do you attribute the diminution
of fertility of which you have spoken ? .

- Mr. Townend.—The land no longer gets silt-laden flood water on to it.
The agitators put this down to the building of railways, roads and embank-
ments : it is perbaps mainly due to the changes in the river system natural in a
deltaic area. The Agricultural Department considers that irrigation would
perhaps double the fertility of such land : over 15,000 square miles showed a
decline in population at the last census.

Members of this conference have criticised direct measures against debt as
being mere palliatives likely to effect no permanent good ; but we are really
to some extent playing for time. Other measures, such as road development
and marketing improvements, etc., may be necessary to effect permanent good :
but, palliatives are not to be despised if they secure even temporary relief in our
present political position. The mere knowledge that measures against debt
were being taken, even if they were confined to selected areas at the start,
would have a very valuable effect.

The Howble Mr. Bhunt.—Our views on the first item are stated in our me-
morandum. It is difficult to say what financial assistance we will require for
our scheme of paying off reduced debt. The argicultural mortgage debt of
the United Provinces is about 70 crores, and 50 crores of this might come
under encumbered estates. 25 per cent. of this would be 12} crores. We
might at a guess want 10 crores. We propose to lend the money a* 6} per
cent.

The Hon’ble Sir George Schuster—Into whose hands will the 10 crores
pass and what will they do with it ?

The Hon’ble Mr. Blunt.—The creditor will undoubtedly start relending but

The How’ble Sir George Schuster.—Your scheme is designed to help the larger
landlords.

The Hon’ble Mr. Blunt.—Yes, those with a land revenue of more than
Rs. 300. There is takavi for th~ smaller man. ‘

The Hon’ble Sir George Schuster.—The figures which you have just given us
are something of a shock. The financial implications are immense. If other
provinces were to come { orward with similar schemes, the total amount involved
would be about eighty crores.

The Hon'ble Dr. Narang.—;ls it not really a measure to relieve the rural
gentry rather than the agriculturist ?
M47FinD »
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The Howble Sir George Schuster.—1 presume that you will be -addressing
us in due course as to the financial implications, What strikes me about this
proposal is that it is really a conversion scheme and there is no reason why money
should pass.

The Hon'ble Sir Frank Noyce.—1t seems to me that you want a large amount
for a small class. You estimate the number of landlords affected at 7,500.

The How'ble Sir Henry Craik.—Our answer to question 1 is yes, and we are
 taking steps for the reduction of debts.

The How'ble Sir George Schuster.~Do you foresce any plan in the Punjab
which will make a large call on the central government for finance ? -

The Hon'ble Sir Henry Craik.—We have not considered plan on those lines
at present.

Mr. Lloyd.—1 am not sure that any measuresare absolutely necessary. 1t
is a gloomy picture but there is another side to it namely the astonishing capacity
for réadjustment which the agriculturist has shown. In Burma we have the
complication that the principal creditors consist of the Chettiar community
which comes from another province. Ill-cousidered measures might affect the

financing of the rice crop in the future. There is also the rigk of demoralising

the debtor.

Mr. Hubback.—We feel like Burma and Madras. I am not able to commit
the Government of Bihar and Orissa but I doubt whether there is any necessity
for heroic measures. The landed gentry problem is with ustoo. 1 should like
to have heard more of the experience of other provinces as regards the compul-
sory recording of debts. At the same time, I would like to say that there has
‘been no clear pressure from the public to take action. There is one point
that had already been made which impresses me, and that is that if pricesrise
and if the creditor presses for arrears theie may be serious trouble ahead.

The How'ble Mr. Gordon.~—1I have already dealt with question No. 1 in my
general reply. It is the accumulation of incerest charges which constitutes
the real problem we are attempting to attack.

The Howble Mr. Laine.—1 have already indicated our views, Generally
our views are the same as those of Burma and Bibar and Orissa.

Colonel Noel.—I have already indicated my views.
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4th April 1934, morning.
The Hon’ble Sir George Schuster in the chair.

The How'ble Sir Fazl-i-Husain, the Hon'ble Sir Harry Haig and the
Hon’ble Sir Frank Noyce were also present,

The following also attended :

Mr. J. B. Taylor . .. .. TYinance Department.

Sir T. Vijayaraghavacharya .. .2

Mr. B. C. Burt ) Tmperial Council of Agricultural

r. B. C. Burt. .. Cee . e *+ ¢ Research Department.

Colone! A. Olver .. .. . ..

Mr. G. S. Bajpai .. Ve . .. Department of Education,
Halth and Lands,

Mr. T. Sloan . .. - .. Home Department.

Dr. D. B, Meek .. . . .. Director General of Commercial
Intelligence,

Item No. 2 of the agenda.

Chairman.—I would now like to hear the views of the provinces on item
No. 2. Are any measures desirable to restrict the cultivator from borrowingin
guch a way that he is likely to get into hopeless difficulties in the future ?

The Hon’ble Sir Archibald Campbell.—Prima facie we see no necessity to
restrict freedom to borrow.

The Hon’ble Sir Ghulam Hussain Hidayatullah.—No. :
M Townend.—As will be seen from our memorandum, the view of the
Bengal Government is that borrowing has been much too free in the past and that
measures to restrict it may perhaps be desirable. There is less danger, probab-
ly, in Bengal than in other provinces that rstricted credit will press hardly on
the cultivator ; he has less often real need for loans because there is less risk of
serious failure of rain and famine is very rare.

The Howble Mr. Blunt.—I do not see what can be done. Partof
the agriculturist’s debts are for productive purposes and a large part of his
unproductive borrowing is unavoidable—the result of caste customs. We
would have to change the Hindu law if we are to get round this difficulty.

_ As regards reducing credit, to exempt land from attachment is to destroy credit

altogether. Also land is not the security it was.

The Hon’ble Sir George Schuster.—We put in this item because we realised
that the other provisions might give the impression that we were thinking only
in terms of widening credit. Mr. Blunt has already enlarged the issue by refer-
ring to custom and ancestraldebts, and I should like provinces to deal with this
in their reply. ' ,

The Hon'ble Sir Henry Craik.—We have not considered the question in
detail. In the Punjab credit is automatically restricted by the Land Aliena-
tion Act. :

Mr. Wace.—We are also attacking unproductive expenditure through *
the co-operative movement by the educative effect of ““ Better Living
Societies, ’ ‘ °



28

The Hon'ble Mr. Blunt.—There is also a gradual changein the sentiment
regarding such expenditure in the United Provinces. There is the Arya
Samaj which is against wasteful expenditure on account of marriage and
other ceremonies, but the movement is still on a very small scale. Among
higher castes, the Rajput for instance, even a small man would feel bound to
spend something like six hundred rupees on marriage festivities, though lower
castes have ways of reducing expenditure by raising contributions. Still the
fact remains that expenditure on such items is much too high ; and particularly
in the lower castes the Panchayat would outcaste a man if he did not spend the

“normal amount. I would point out, however, that a large part of such expendi-
ture in such cases is spent on food and as there had always been plenty food
‘available, the burden is not so great as it might be otherwise. As regards
ancestral debts, we have not considered the question in great detail. Generally
speaking, there are rulings as a result of which the obligations are not binding

_ beyond two generations. But the money lender then causes the third generation
to enter into a fresh bond, which gives the debt a second life of two generations.

The Hon'ble Dr. Nurang.—In the Punjab the position is generally not

governed by Hindu law and the customary obligations are not necessarily
binding. ~ '
My. Lloyd—There is no question of ancestral debt in Burma. Some
restriction of the cultivator’s credit, however, seems desirable but is it practi-
cable ¢ Twenty years ago, when the last Burma Land Alienation Bill was
dropped, we pinned hopes on the co-operative movement exercising a good
effect in this direction but it has come to a sad end.

Mr. Hubback.—Ancestral debt is as serious a problem in Bihar and Orissa
as elsewhere except in the aborignal areas bu the attitude of Government is
to leave matters as they are. We have long been considering an amendment of
the Bengal Tenancy Act to increase the transferability of land in Bihar proper.
‘We feel that the custom of unproductive expenditure can only be attacked by
education and the educative effect of the co-operative movement.

The How'ble Mr. Gordon.—In the Central Provinces the bulk of the
~ tenancy land is not freely transferable, and we do not think that anything
more is feasible to restrict credit ; scaling down debts will itself restrict credit.
 For Berar there is before the Berar legislative committee a non-official
Land Alienation Bill which has been circulated for public opinion. For the
rest the proper use of credit and the cultivation of thrift depend on education
and rural uplift propaganda.

The Howble Mr. Laine.—The Assam Government has at different times
held different views on the vexed question of the desirability of increasing or
restricting the free transferability of land. Fifty yearsago our policy was to
grant unrestricted 1ights of transfer in all lands held for ordinary cultivation
--underleases of not less than ten years. Some yearsagowe tried partially to

retrace our steps, but the attempt proved infructuous and largely so. As to
which of these two policies will serve our Assam agriculturists best, We
. have not yet made up our mind. ‘
. Colonel Noel.—I would like to point out that the restraint of eredit means
‘that the authority which restrains it comes under an obligation to provide
some alternative source, which I have suggested through the Agricultural Bank,
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Item No. 3 of the Agenda.

The Hon'ble Sir George Schuster.—We now come to item No. 3 of the
Agenda on which we would similarly like a brief summary of the views of the
provinces.

The Honble Sir Arckibald Campbell.—(a) The assumption which seems to
underlie certain proposals is that the money-lender is a shark and a robber.
This is a view with which I do not agree. He has his place in the economic
scheme and there is no evidence that he is taking undue advantage of the situa-
tion to oppress the cultivator. The number of sales and mortgage registra-

“tions and of registered promissory notés have fallen since the slump. As at

present advised, we do not consider that any heroic measures are necessary,
but it may be desirable to stmplify procedure. The money-lending system is
complex in Madras ; banks often lend to larger money-lenders who in their

-turn lend to smaller money-lenders and measures restricting the amounts to be

paid by rural debtors to smaller money-lenders affect also the money-lenders
and the banks. We will, however, consider whether we can simplify the proce-
dure for rural insolvency and execution.

(b) A private Bill will be brought forward about debt conciliation next
session. Government are provisionally opposed to it on the ground that it is
unnecessary and there is no demand either by money-lenders or agriculturists
for interference by Government in this direction. '

(¢) It has not been shown that there is any necessity in Madras to reduce the
capital. Thereis in practice a moratorium at present and if we "reduce capital
the smaller money-lender will be gravely affected as regards his own repay:
ments. The question of interest can be dealt with under the Usurious Loans Act.

(d) There is a private Bill regarding the maintenance of accounts by money-
lenders before the Madras Legislative Council now. The question whether it is
desirable to license or register money-lenders will be considered. (4) Legisla-
tion should be provincial. T have listened with great interest to the accounts of
the experiments in other provinces and we should be glad to know the results
of experiments in other provinces. ' In Madras the Usurious Loans Act is not

a dead letter, and we do not consider that any amendment of it is necessary,

The Honw’ble Sir Jogendra Singh.—How many cases have there actually
been ?

Mr. Hood.—You will find the figure of the number of cases in the Madras

" Banking Enquiry Committee Report.

The How'ble Sir Ghulam Hussain Hidayatullah.—We do not lag behind
other provinces in relief measures for the agriculturist. The Deccan Agricul-
turist Relief Act of 1879 provides a simple insolvency procedure.

() We are in favour of conciliation boards on a voluntary basis, b t .
must be money behind them and that I' think should be Iy)rovildz’ad ub;h:;:

“land mortgage banks. Another point whichI would like to make is that

insolvency procedure may induce money-lenders to come forward wvol i
to compound debts. voluntarily
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(d) We consider powers for the compulsory recording of debts salutary
but not suificient. It must be made obligatory on the creditor, otherwise debtors
will not take advantage of it in practice. We consider licensing impracticable.
" Under the Deccan Agriculturists Relief Act an agriculturist is entitled to
receive on demand particulars regarding debts from money-lenders but as
agriculturists never demand such particulars, the provision has remained a dead
letter. If the money-lenders were compelled by legislation to furnish such
particulars whether such a demand was made or not the provxsxon m,lght have
a salutary effect.

() We consider that legislation should be provincial and do not require
any amendment of the Usurious Lodhs Act.

Mr. Townend.—(a) With reference to the remarks in our memorandum ¥
should mention that the Bengal Board of Revenue have objected to any such
- measures at present as adverse to the interests of the debtor. They consider
that if any such measure Was passed, in some way or other the creditor would
contrive to strip the debtor of most of his property and it is better to leave him
- with his debts for the present,

(d) The compulsory recording of debts is covered by the provision in the
Bengal Money Lenders’ Act, 1933 for supplying particulars of loans by money-
lenders. But the supplying of such particulars is compulsory only on demand.

Provision for licensing money-lenders was originally in the Bill but on exa-
minatjon it was found that it would be quite impossible to enforce in practice.

(#¢) We consider that legislation should better be provincial. We have
no intention of directly amending the Usurious Loans Act.

The Honwble Mr. Blunt—(a) Many money-lenders regard the present
Insolvency Act as too liberal already and I think a simpler Act would
© certainly lead to extensive sales of land which would be undesirable.

(b) Weare incorrespondence with the Central Provinces regarding the
actual operation of their Debt Conciliation Act. We do not, however, con-
sider that it would be a sufficient remedy by itself. In the United Provinces
we consider that the conciliation board would have to be presided over by
a Government official. , ‘

(¢) We are opposed to general compulsory measures. We consider that
action to reduce debt should only be taken on voluntary applications.

(d) We have a measure to enforce recording of debts, but we consider that
licensing would be impossible because it is impossible to define a money-
lender.

The Hon’ble Sir Henry Craik.—~I have already dealt Wlth most of these

questions.

{a) We have a Bill to apply a simple insolvency procedure to all debts;
not merely rural;

(b) Our bill empowers Government to set up conciliation boards to deal
with agricultural debt, but we have deliberately omitted one point of the
' Central Provinces Act, that is to say, the provision that agreed sums may he
" recovered as if they were arrears of land revenue. The conciliation boards
* decision will have the effect of a decree of the civil court and the creditor will

. really be left much where Le was before.
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" {d) 'We have a Regulation of Accounts Act, but we are opposed to any
system of licensing money-lenders. This was suggested as a possible source of
revenue, but the more we examined it the more we came to the conclusion that
it was not practical.

There is a large class of agricultural money-lenders in the Punjab and it is
impossible to define who is a moneylender and who is not. I concur with the view
expressed by Sir Archibald Campbell that it is wrong to create the impression
that the money-lender is an unmixed evil to be eliminated. It would be unfor-
tunate if the impression were created that the object of this canference is solely
to relieve the agriculturist at the expense of the money-lender, as already there

"8 a certain amount of alarm at the trend of legislation in certain provinces, such

as Bengal and the United Provinces. The Bill in the United Provinces which
I understand has not yet received the assent of His Excellency the Governor
certainly goes further than we would be prepared to go. Cur object is to
hold the balance fairly between debtor and creditor. The present position is an

“impasse ”” and our legislation is really as much in the interests of the honest
creditor as of the debtor.

Myr. Taylor.—Could you let us bave a brief account of the operation of your
Regulation of Accounts Act for the information of other Provinces ?

Mr. Boyd.—It has only been in actual operation for about eighteen months
and there is very little information yet available.

The Hon'ble Dr. Narang.—1t must be presumed that it is in effective opera-
tion because the penalty for non-compliance on the part of money-lenders is so
severe.

Mr. Hubback.—How do you get over the difficulty of defining a money-
lender ¢ It seems to me that the real meaning of your definition is that a money-
lender is ultimately a man who sues for debt.

Myr. Sloan.—J understand that there has not been a large demand for the
forms.

The Hon'ble Dr. Namng.mThat is not evidence of the fact that the Actis not
in effective working because money-lenders are merely bound to use the same
wording : they need not use the actual forms supphed by Government ; they
may be printing them themselves.

The How'ble Sir Qeorge Schuster.—A court may also have difficulty in
defining what is the ““ regular way of business ”’ whick will bring a money-lender
within the definition.

The Hon'ble Sir, Henry Craik.—There is an elaborate definiton in the Act.

The Honble Sir George Schuster.—1It occurs to me that it might be of benefit
to the provinces if legislation of this kind was circulated for their information.

The Hon’ble Sir Frank Noyce.—What seems to me even more important is
that reports on the working of such measures should be circulated to other pro-
vinces.

The Ilon’ble Mr. Gordon.—~Would the central Government be prepared to

act as a clearing house in the matter and let us have thexr criticisms on such
‘neasures ¢ :
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" ke Hon'ble Sir Harry Haig.~I do not think that we ean do that, and as
regards the mere transfer of information this could be done more simply hetween
the provinces direct.

"~ The How’ble Sir Archibald Campbell.—~We would like reports on the working
of such measures.

The Howble Mr. Bell—I agree. In practice we find that non-officials in
our Council study the legislative measures in other provinces very carefully

and bring them in as private bills.

- M. Lloyd.w-The view of the Government of Burma is that legislation
regarding {a) would be premature unless means were t{xken_ to prevent fr?sh
debts being incurred. We have not considered (b) (conciliation boards) owing
to lack of information. I have been very interested to hear the account of the
working of this measure in the Central Provinces. (c¢) and {d)—We consider
such measures unnecessary in Burma. The lending, as I have said, is mainly
in the hands of the Chettiars who are reasonable creditors ; they are straight-
forward and accurate businessmen and there is no difficulty about the recording
of debts. Asregards other moneylenders, they cover a very small amount of
the total and there would be the difficulty of defining them. Asregards (33}, the
view of the Burma Government is not in favour of an amendment of the Usuri-
ous Loans Act. We do not consider this necessary. .

Mvr. Hubback.—As regards (¢), we consider the disadvantages on the whole
greater than the advantages. We are also opposed to (b). We did, however,
find that in a comparatively small area on the fringe of the aboriginal country
just outside the Santhal Parganas debt conciliation operations were successfully
managed by two carcfully selected officers. As regards (b), compulsory
recording of debts, we are very much interested in the information given by the
Punjab. We would like to follow this up and would be glad if the Punjab
could Jet us have information when they arc in a position to do so. As regards
(i), we are doubtful about the necessity for heroic measures. There is another
point which I would like to make. The Bihar and Orissa Government do not
wish it to be said that they have been given a free hand by the central Govern-
ment. This would leave them in an awkward position on such question as for
instance general scaling down of debts. Ifany such gener:%l measure i3 contem-
plated throughout all the provinces, they consider that it should be central,
and that it should either be mandatory or enabling.

- The How'ble Sir Harry Haig-—~There is no proposal for legislation of this
nature at the centre. We have merely been considering amendments of the
Act of the type which I have alrcady mentioned. The central Legislature could
not, Y think, properly deal with these more drastic suggestions.

. The Howble Sir Henry Craik.~Could you let us have an idea of the opera-
tion of your conciliation movement in the Santhal Parganas ?

. Mr. Hubback.—There was considerable unrest among the Sautalsdnda
ood sub-divisiona) officer was sent round the village to make informal agree-

ments between creditors and debtors. Payment for reduced amounts had 1

&
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think to be made in cash. The result was successful. - I shall sce whether a
report of the operations can be sent to other provincial Governments.

The Hon'ble Mr. Gordon. —(a) We consider that there is a class of very
heavily involved debtors for whom an insolvency Aet may be the only remedy.
We have been considering the question and have a draft bill ready, but we are’
waiting to see how our conciliation scheme works before we go further.  As
regards debt conciliation schemes, we are proceeding on our present plan, which
1s based on the voluntary principle. Should experience show that this principle
is not sufficient and compulsion be necessary, we would be prepared to consider:
compulsion but at present we prefer to go ahead on the voluatary principle.’
As regards (c) and (d), I have already mentioned the legislative measures that
we have passed or are considering. '

The How'ble Mr. Laine.—We have not yet considered (). As regards (b)-
we were attracted by the Central Provinces legislation as regards debt concilias

.tion when it was just mooted and 1 have been very much interested by the

secount of the progress sinee achicved which has been set forth in their memoran-.
dum. We will consider seriously whether anything of the sort is possible in
Assam. With regard to (c) and (d), we have recently—as I have already ex--
plained—passed a money-lenders bill. As regards (zz), we prefer that this be
left to the provinces. : .

The Howble Sir Archibald Campbeil.—Is registration under your money-
lenders hill compulsory ? '

The Howble Mr. Laine.—~Yes, and there is a penal clause for non~con':1pli~:
ance. ’ : ‘ s

Mr. Thomson.——The position in the North-West Frontier Province is much
the same as in the Punjab. The danger is likely to arise when prices recover.
As regards (a), we do not consider the question of insolvency legislation specially
urgent.  As regards (b), we hold much the same view as the Punjab angd are
definitely unwilling to see reduced conciliation debts collected as arrears of
land revenue. (d) We have Bills that were introduced last session. We do
not consider that the present law is sufficiently utilised. ‘ :

The Howble Dr. Narang.—Do you mean that Section 60 of the Civil Pro-
eedure Code is ignored ? - SN EE

. Mr. Thomson.~This depends on the districts. In the proper districts
where the cultivator caunot employ counsel, he may not know the provisions of
the-Act. T am sure that there are quite a large number of such cases.

The Hon’ble Mr. Gordon.~—1 would just like to add as regards our Central
Provinces measure that we considered it necessary to provide for recovery on
the basis of arrears of land revenue in order to induce creditors to accept the
reduced rates. ‘ ~ S

"".fidt‘ this stage the Hon’ble Sir George Schusterleﬂ the meeting, and Sir Fad-i-
Husain wok the Chair. T ) L
M4TRinD ' . r .
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ltems No. 4 and 5 of the Agenda. .

- The Hon’ile Sir Fazl-i-Husain—~We will now consider items (4) and (3) ’

of the agenda. = R

<. The Hon’ble Sir Archibald Campbell.—As regards 4 (a) and (b), we consider
these desirable, but they are practicable only to a limited extent. Co-operative
securities provide short-term loans and land mortgage banks can give long term
loans. Their influence is good both directly and indirectly ; firstly, by giving loans
at low rates of interest to ryots who are financially sound with the result that
money-lenders bring down their rates of interest in similar cases and secondly by
educating the agriculturist in the wise use of credit and discouraging borrowing
on a large scale for unproductive purposes. We have had considerable experi-
ence of these institutions in Madras, where they have been working since 1925.
The Central Land Mortgage Bank was registered in December 1929. The Land
Mortgage Bank Bill of 1934 has just been passed ; it gives power to foreclose and
to sell the mortgaged property without the intervention of the Civil Court.
The local Government have guarantced the principal and interest on the deben-.
tures and the Government of India have undertaken to pass legislation making
such: debentures trustee securities. As regards (5), there is no difficulty in
Madras on account of the land tenures, but the Hindu law is to a certain extent
a difficulty and in our recent land mortgage bank measure we have
slightly amended the law regarding the rights of minor members of joint Hindu
families. As regards (c), we are opposed to lending money through pancha-
yats which we consider quite impracticable. We advance takaviloans under the
Land Improvement Loans Act and the Agriculturists’ Relief Act, but we have
found that the demand for takavi advances has gone down materially in the last
four years. In 1927-28 the loans amounted to 29-80 lakhs, in 1929-30 16- 64,
in 1932-33 11-30, and for 1933-34 they will only be about 8 lakhs.

v The-Honw'ble Dr. Narang.—Could you throw a little more light on your
debenture system 7 -

Mr. Hood.—The debentures were originally issued by primary banks at
73 per cent. and taken over by Government, and on the obligations so taken over
we guaranteed interest at 64 per cent. Then the Central Mortgage Bank has

»

been organised to take over the whole of the issues. They have been issued at ‘

different rates, the last issue was at 5 per cent,
The Hon'ble Dr. Narang.—How are they secured ?
My. Hood.—The debentures are covered by first mortgages and are a float-
ing charge on all the mortgages. About thirty lakhs have been subscribed so
far. - Very few of them come on the market though they are negotiable. They
. are a good lock-up and as they are constantly being issued investors can obtain
‘their requirements from such issues rather than by purchase in the market.
Myr. Arshad Ali—What is the actual lending rate ?
©. Mr. Hood—Ryots get money at 71 per cent. :
'2The Howble Mr. Gordon.—How much do you expect to borrow in this
“way ¥ , :
. Mr. Hood.—The present limit is fifty lJakhs and we are bontemplating the
... possibility of another fifty lakhs. The Bank is registered under the Co-operative
7 Bocieties Act. ‘ ‘ R
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© " “The How'ble Sir Ghulam Hussain Hidayatullah—Theé utility of co-operative
‘societies is limited, and they are not suitable for. the redemption of ‘old debts.
This requires long term accommodation through mortgage banks. Wehave had
three such banks in the Presidency, the first startingin 1929. The first has been
doing very well and the other two are doing fairly well. The question is whether
the legal procedure should be simplified for them. Here there is a difference
of opinion-in our Government. Should they have the right of foreclosure ?
1f s0, should the agriculturist be allowed to keep sufficient land for maintenance
Asregards lending money through panchayats, we are opposed to-this - Nor
should mortgage banks be directly run by Government : they should be co-
operative. As regards (5), most of the land is transferable in Bombay except
In certain backward areas where there are restricted tenures. - e e

~ Mr. Thomson.—What powers do your present mortgage banks jp_lt)ssé's's 3

.. The How'ble Sir Ghulam Hussain Hidayatullah.—First there is arbitration,
then the ordinary legal precedure. Co-operative societies can claim an
arbitrator ; and then recovery of the arbitration decree as arrears of land revenue,

The How'ble Mr. Bell.-~These facilities in‘Bombay have resulted in reckless
ending by co-operative societies because they were saved the delay and cost
of the civil courts’ procedure and also the trouble and odium of effecting
recoveries. The result is great and increasing accumulation of unauthorised
arrears. On this experience some of vs in Bombay are opposed: to . special
facilities for land mortgage banks such as the right of foreclosure without
recourse to the vourts. I S i

- M. Townend.--As regards {¢) and ib), 1 have no ‘Government view to
express : we have consulted the Board of Economic Enquiry and these matters
are still under their consideration. As regards (c), the Government of Bengal
‘apprehend great difficulty in any scheme for taking over debts by Government
whether worked through panchayats or through their own officers, +. .= =¥

As regards Jand mortgage banks, the Government of Bengal have little
experience. They have decided to start five such banks experimentally. -
‘One so-called land mortgage bank (differing in certain respects from those
now contemplated) has been experiencing difficulties, which, I am told, -are -
due to its starting at a time when land values were high, to insufficient care in
-verifying the land values and aiso to inadequate supervision. Mr. Arshad Ali

- will explain the position in more detail, - e

My. Arshad 1(i.—As regards the question as to what extent it is desir-

‘able that debts should be taken over by co-operative credit societies and land
-mortgage banks it might be intercsting for the conference to note that'this
identical question was considered by the eleventh Session of the Registrars’
conference which T had the honour to attend. ' The recommendation.of that
conference in this respect was that co-operative land mortgage banks should be
established for undertaking long term business and redemption of prior debts
" where there is a right of frée and unrestricted transfer of lands. The con-
ference also recommended that Government shonid -encourage the establish-
“‘ment_of co-operative land. mortgage banks in- provinces wheére they do not
" already exist and ‘wher: conditions are suitable. In Bengal we have started
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two 1and mortgage banks recently and we propose to start three more in the
course of this year. The long term capital for these banks as approved by
Government will be 124 lakhs of rupces which will be raised by floating deben-
fures through the Bengal Provincial Co-operative Bank, Timited: The Gov-
-ernment of Bengal will give a guarantee of interest to debenture-holders during
«the period of currency of the debenture. There i3 a good prospect of success of
‘these banks as various safeguards have been provided in the bye-laws to keep
‘them going straight. Particularly as these banks are going to be established
-at a time when the repaying capacity of the agriculturist is at its lowest level,
-the chance of their success is undoubtedly very great. The institution refer-
-red:to by the Development Commissioner is not really a land mortgage bank.
It is a long term credit society which advances loans to its members for ten
years or so. This institution fundamentally differs in many respects from the
land mortgage banks which we are setting up now. In the first place the maxi-
-mum credit of the member is not limited in this institution to the extent of
“fifty per cent. of the actual value of the land mortgaged and seventy-five per
-cent. of the income of the debtor member from the mortgaged land during
. the total period of mortgage which has been provided in the new banks.
-Recondly, in the new tanks the members will be compelled to furnish regularly
-the accounts of their liabilities such as other debts, Government dues, land-
: lord’s taxes, éte., annually to the bank, which was not so strictly enforced in
“the institution referred to. I am, therefore, of opinion that the difficulties
. experienced in the institution refeired to will not arise so much in the case
of the new land mortgage banks where the chances of default of repayment
will also be greatly minimised on account of the proposed extended period
of repayment of twenty years. Some reprosentatives have stated that a very
large sum of capital will be required for the extension of land mortgage banks
in any province. I do not agree with this view as it might be possible for the
land mortgage banks to take over the compounded debt and treat it as a
deposit In the name of the creditor in the bank and on the other hand as loans
“advanced to the debtor member. The rate of interest payable to the creditor
for the deposit and the period of repayment as also the rate of interest to be
- charged from the debtor and the period of repayment by him might also.be
-amicably settled to the advantage of both parties and the interest of the bank.
- 1f this procedure is followed a very large sum of capital will not be required
" to satisfy the creditors, provided of course that Government will be prepared
ta guarantee at least interest on the deposits. We are making enquiries as to
. Whatf extent it will be possible for the land mortgage banks or any other
- credit institutions to take over the debts of the agriculturists which will largely
- depend on the margin of surplus income to repay the dehts.

- The How'ble Sir Jogendra Singh.—What I wish to point out is that land
" mortgage banks have not been successful because they lend 2t high rates of
" interest and desire quick repayment.

The Hon'ble Mr. Blunt.—In the United Provinces co-operation is a small
watter ; it only touches the fringe of the problem and T wouvld be very sorry
" to-have our debts transferred to éo~opera.tive societies for collection, Already

tkere are arrears of one crore, and if they cannot collect their own debts,
they are not likely to' collect other debts, In the United Provinces it
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-may be-said that- the co:operative society does very little and it-dods that

little wrong. Land mortgage banks take time to create and the problem
requires immediate action. As regards direct action by Government, I have
detailed yesterday what we propose to do. As regards takavi, the cultivator’s
main objection is that a good deal sticks on the way. On the other hand,
where takavi merely means a book adjustment at the centre and there is less
chance of money sticking, its advantages are known and utilised. For instance,

.in connection with our hydro-electric schemes agriculturists are freely asking

for advances for the purchase of tube well water. Agein, .under our debt
legislation, a sum of takavi given for repayment of debt would go direct from
the treasury to the paying creditors. There also it would be a book trans-
action at headquarters. As regards (5), it is our opinion that it is not desir-
able to increase the rights of transferability in the case of tenants : they would
merely run further into debt. S
My. Wace.—I may begin by dealing with (¢). The Punjab Government

. is definitely opposed to Government teking over debts. As regards (a), it

has been universally accepted now that co-operative societies cannot usefully
issue long-term loans or pay off previous debt. This is the most frequent
cause of disaster to the movement. Their function comes in later to regulate

future credit after the old debts have been reduced and the debtor is solvent.

As regards land mortgage banks, the question is so vast and complicated
that at the risk of seeming like delivering & lecture I would like to show what
the position is in some other countries. There is a summary in the Central
Areas Banking Enquiry Committee Report, but I would like to make the
following comments. ‘

In Germany there are what were in origin compulsory co-operative mort-
gage banks for large landowners called Landschaften. They are under Gov-
ernment control.  All the land is eppraised at fifty per cent. of its value and the
debentures constitute a joint liability of all the members. There is now a
central landschaft to control the issue of debentures by the provincial lands-
chaften. Owing to events following on the war, the system has since undergone
considerable modification.

In France the system is not co-operative. It is directly contrary, namely,
joint stock. There is one large institution, the Credit Foncier, which is sub-
ject to very considerable Government control. There was a Government
subsidy at the start, and it has the monopoly of the mortgage bond issue.
The executive is nominated by Government. . :

In the United States the work was previously done by private ageney,
but in 1916, the position was revised by the creation of the Federal Farm Loans
Act. Under the Federal Farm Loans Board the 12 Federal Land Banks issue
loans through the medium of associations which are co-operative. The Board
als» operates through joint-stock land banks.

United Kingdom.—In 1928 the Agricultural Mortgage Corporation was
formed with a capital of £13 millions, one half of which was lent by Govern:
men free of interest for » term of years. - So far it has issued debentures to the
value of 8} millions since its creation. The bonds are guaranteed by Govern-
ment and the management is in the hands of 9 leading bankers who are also
shareholders,
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=7 Egypt.—The Agricultural Bank has had an unfortunate history: - After
‘& few years it had to confine its operations to the larger landholders. . -

There are thus four main lines:

(1) Institutions, Government owned and managed.—As 1 have"said"f:.his
class is ruled out by the Punjab Government on the general principle which
T have indicated. : o

(2). Mortgage Corporations subsidized and controlled by Government.—These
‘are open to the same objections. The cultivator will undoubtedly consider
‘that they are in some way or other Government concerns.

(3) Purely co-operative or co-operative with some degree of Government
‘control. '

(4) Joint-stock.—As regards the fourth we consider that there is little
scope. : ' :

We are still at an experimental stage in the Punjab. The first cg-operative
land mortgage bank was created in 1920 and the system was developed materially
in 1926 when the number increased to 12. The position now is frankly
disappointing. These banks lent at a time when prices were high and there
was a great demand, without proper supervision, with the result that they
have long lists of defaulters. They started at an unfortunate time, but their
failure was due to two reasons: imperfect supervision and, second, imperfect
valuation. More control is needed and that control must be by Government.
I consider that on the boards of all banks, and not merely the central institu-
tion, there should be Government officers and there should also be an expert
staff with practical experience of mortgage credit.

5. The Land Alienation Act has also had considerable effect on the posi-
-tion. Primarily the security must be personal, but the point of view of the
investing public must also be considered. They will not subscribe to 1ssu¢ras
of mortgage bonds unless they consider that the security can be realised. We
are not gomg to touch the Land Alienation Act. The conclusion, both of the
co-operative department and of Government, is that this would be unilesnable,
as loans would be granted even more recklessly than in the past. The terms
and the rates are generally high because money was borrowed when it was
dear. Money was raised by the Punjab Co-operative Department at about
6 per cent. and lent at 6} per cent., which means that the rural debtor gets it at
9 per cent. I consider this Tate too high and it must be reduced as far as
possible. Also the term of years should be extended, atleast to twenty years.

" There can be no doubt that a great deal of liquidation of old debts can be
effected through such banks, but only in the case of peasants who are essentially
solvent. The question is very complicated and it is not wise to extend the
movement on a large scale without really competent advice by people wh‘o
‘have experience of other countries. I consider that the agricultural credit
department of the Reserve Bank should- employ one or two experts from other
countries where land mortgage banks are working successfully, and t}_li}f; they
should study the problem in India for a year or two, going from province to
province, and then advise the provinces how to deal with the problem. In
that way useful results might be obtained. o

»
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.. Mr. Lloyd.~Our answer to the points: in No. 3 is in the negative.
Agricultural co-operation has proved a broken reed in Burma. As regards:
land mortgage banks, the initial impression is again a decided  No >, There.,
is no hope of getting further investments from the public and Government would
have to provide the capital itself. As regards agricultural takavi loans, the
most noticeable feature is the almost complete cessation of Tepaymeént. - As’
regards B, there is no need for simplification of the land law. T

Mr. Hubback.—As regards (a), neither the past record nor the present,
position of co-operation gives the slightest hope that they could .take over
these debts. They are already in very considerable difficulties. - As regards
(¢), Government has no intention of attempting to take over the loans.

(b) I have listened with interest to the admirable statement by Mr. Wace.
Though personally I have long been atractted by the idea of land mortgage
banks I recognise that in present circumstances there will be very grave diffi-
culties. There is no immediate prospect of anything being done in Bihar

‘and Orissa at present. As regards 5, the province is not seriously hampered

by the question of transferability, except in the aboriginal areas.

The Hon’ble Mr. Gordon.—(a) We are not in favour of this. “The co-oi)era;
tive movement only touches a small amount of the debts involved and the

movement is not in a healthy state in the Central Provinces.

As regards (b), Government is considering the possibility of providing

. extra credit facilities to supplement its conciliation measures in the shape of,

firstly, a Jand mortgage bank for the ordinary cultivator, and, secondly,
advances by the State or a State bank to largerlandlords whose debts are above
the limit laid down in the Debt Conciliation Act. - We come here in the hopes

.of learning from the experience of others about land-mortgage banks. At

present we are disposed to consider that the best method would be for Govern- .
ment to guarantee interest on debentures and to insist on strong Government
representation on the board of directors. :

As regards advances to landlords these would be on the security of first
mortgages. The money should be a safe investment because if Government
were forced to foreclose, the villages would be turned into ryotwari villages
and Government would receive in full, less a small commission, the present
rental payments in place of only 50%, as at present. There is an urge for a
forward policy and sum of one crore has been suggested in this connection.

(¢) This suggestion is impraticable in the central Provinces.

Liem 5.—It would be necessary to have legislation for transferability of
land of occupancy tenants in favour of a land mortgage bank. We are opposed
to increasing the transferability of land generally. The present law prohibiting
transfer of occupancy rights has been very useful in keeping the agriculturist
on the land during the present depression. R

The Hon’ble Mr. Laine.—To (a) our reply must be a most decided
negative. The-co-operative movement is, I fear, in a very bad way in Assain.
Our societies cannot recover their own dues and quite a number of them are

likely to be wound up in the near future.
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N {(b) We have one or two land mortgage banks but their achievements during
e present crisis have not been such as to hold out much hope. - This is how-
ever a line of development which calls for further examination.

“"(c) The Assam Government could not dream of taking over the debts

therselves, or of working through village panchayats or any other local ageney

of ‘that kind. - ‘
Item 5.—This contingency is not likely to arise.

" Mr. Thomson.—We have very f i ieties i i
. y few co-operative societiesin th
and though they are good, they would not help much. e pIOVIRE

(b) This is a possibility but we would like to know v i
expertmoe. s ot e};e' ike to know more of the practical

(¢) We are opposed to this for the s j i
A Iﬁzined_ s for the same reasons as the Punjab, which I

As regards B, we also take the same view as the Punjak /
< Is B, k h unjab. We stand by the
Land Alienation Act. To give power to foreclose might also create the )difﬁ-

culty of lllc‘lkillg t;hese mor tgage institutions landow ers on 1
n a W
11“ ] 1 " 1 ) ] Iarge Scale V hl‘Qh
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4ih April 1934, affernoon.
" n addition to provincial representatives the following were presenb i=
~ The Hon’blé Sir George Schuster in the Chair.
~ The Hon’ble Sir Frank Noyce.

The Hon'ble Sir Fazl-i-Husain.

Mr. Taylor.

Sir. T. Vijayaraghavacharya.

Mr. Burt. '

Colonel Olver. -
ltem No. 6 of the Agenda..

Marketing.

The How'ble Sir George Schuster.—1 think that we should go through the
memorandum prepared by Mr. Burt* item by item. The first question which
I-would like to ask the provinces is on paragraph 3 (1), propaganda and supply
of information.

The Howble Sir Archibald Camphell.—We feel the lack of information
very much. For instance, the price of one crop, groundnuts, has been mate-
rially affected this year, we understand, by certain import duties imposed by
France and Germany but we reccived no information on the subject.

Mr. Burt.—The Imperial Couneil of Agricultural Research is trying to
collect information to distribute to provinces on matters of importance about
their crops.

The Honble Sir drchibald Campbell.—We have also had complaints thab
the trade in Malabar copra is being adversely affected by import of inferior
copra, from Ceylon which is being re-exported from the West Coast as Malabar
copra. We should Jike to know how Malabar copra compares with Ceylon
copra and whether nothing ean be done to prevent the import of Ceylon copra.

The How'ble Sir Ghulam Hussain Fidayatullah.~—We are in general agree-
ment with the memorandum. We have markets for cotton and are thinking
of extending the marketing system to groundnuts and oil-sceds. A special
organisation for tobacco also seems desirable.

M. Burt.—-We are considering what we can do about tobacco. Itisa
crop which offers great scope for planned production as regards the higher
qualities. There is not general under-production but there is certainly under-
production of the higher qualitics which could be grown in India.

The Hon’ble Mr. Bell.—We would also like the question of fruits to be
considered.

Mr. Boyd.—We have also talken up the question of fruit in the Punjab
through a non-official fruit growers association. ‘Our experience as regards
the cxport of oranges to England was discouraging because the transport
charge was too heavy.

*Appendix i of the volume, containing the Resolution and Appendices.

M47FinD ¢
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- kae Hon'ble Sir Frank Noyce—There should be a vast market in India
-atseld.

_Colonel Nocl.—As regards fruit, we grow peaches of the finest quality
in the world, but we find that there is no market for high grade fruit in India.
The highest grade only fetches 5 annas a lb. as against 9d. in England. We
also find that there are no cold storage facilities for transport to England.

The How'ble Mr. Bell.—This was also our experience as regards mangoes,

) The Hon'ble Dr. Narang.—I would like to draw attention to ghee. It is
an important article of food in regard to which there is no organisation. Local
authoritics tried to impose high differential taxation through terminal taxes
on vegetable ghee, but the proposal was rejected by the Goveérnment of India
on the ground that we could not discriminate against foreign countries. We
do not wish to discriminate against foreign countrics but we think that some-
thing should be done to prevent this vegetable ghee being imported for pur-
poses of adulteration. )

Colonel Olver.—This is a good example of the necessity of organisation.
We discussed the question in the committee on dairy legislation. Laws do
exist under which action could be taken, but action is not taken, or if it is, we
find that it is not a deterrent. ‘

The Hon'ble Sir Jogendra Singh.—Have you any suggestions ?
Colonel Olver.—At present it is primarily a question of preventing adul-

‘teration. Products are wrongly labelled. There is no eftective inspection. '

In addition to legislation, much more organisation is required not only with
regard to dairy produce but also with regard to wool, hides and poultry. In
many cases, for instance, milk, the sales are purely local and the methods of
transportation are such that development is not a paying proposition. We
have a standing committee on dairies ; there should be provincial committees
which could take over a good deal of the work:.

Sir T. Vijayaraghavacharya.—The suggestion has been made that the
word ““ ghee ” should not be used at all for such products ; that even if it is
qualified by some such word as ¢ vegetable ’, it still gives rise to deception. On
the general question we already have a standing committee and we would like
to have provincial committees. The first step is to set them up and link them
up with the central organisation. =~

Colonel Olver.—The amount of money involved is colossal. The valuc of
the live stock of the country is 1,900 crores as I calculated in 1929. Take
wool. This country used to produce better wool than it does now and other
countrics in the meantime have improved their standards and we have gone
down. The finance required should not be great because the expenditure
could be largely met by the industry itself by a cess. Expert assistance is
required to investigate the question of transport and processing generally.

The Hon’ble Sir George Schuster.—Do you think that the local committces
:pou%d be set up before we have this expert assistance and the central institu-
ion

Coloncl Olver.—Local committees could do a lot of good now in dairying.
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- The Hon'ble Sir George Schuster.—It seems to me that this is a practical
guggestion on which the conference might record a definite conclusion. Colonel
Olver has suggested that it is highly desirable that provincial dairying commit-
tees should be set up in each province. I should like to know if all the pro-
vincial representatives agree with that. (4l provincial representatives signified

their assent). 1 find that there is a general feeling on the part of the provinces -

that they wish to co-operate by sctting up provincial dairying. committees.
We will now turn to grading and marketing. »

The Howble Sir Jogendra Singh.—Would it not be better to take the
memorandum as & whole so that the provinces could discuss the whole matter

in one speech ?
" The Howble Sir George Schuster.—1I agree if that will be more convenient
to the representatives.

The Hon’ble Sir Archibald Campbell.—What we primarily want in Madras

is information. We have already appointed a special officer to report on the

rice trade. We are also going to appoint shortly a provincial marketing officer
and a marketing board. We have passed a commercial crops marketing act
to deal with cotton, groundnuts and tobacco and rules are being framed under
it. It can be extended to other products also if necessary. Both European
and Indian commercial opinion think that the establishment of regional markets
would be most desirable. As regards warehousing, in 1927 the Madras Govern-
ment undertook to grant loans for the construction of godowns by co-operative
gocieties. Not much has been done : about 4 lakhs has been advanced so far
for the Tiruppur cotton market. Another important question is that of rail-

way freights.
The Howble Sir George Schuster.—Railway freights will be discussed by

the Chief Commissioner of Railways on the last day ; so T would ask provinces

to reserve their remarks till then.

The Hon'ble Sir Ghulam Hussain Hidayatullah.—1 havealready dealt with
the points. We also consider that legislation regarding weights and measures
would be desirable.

 Mr. Townend.—In Bengal we are awaiting the report of the marketing
expert to be appointed by the Imperial Council of Agricultural Research. Our
financial position is unfortunately such that we have no money to spend on
anything that is not directly remuncrative. It will therefore not be possible
for the Bengal Government to provide for any additional expenditure on such
a scheme as is proposed, out of provineial revenues. As regards standardis-
ation the question is not so simple perhaps as has been suggested because in jute,
for instance, we found that large Buropean firms were against fixing permanent
standards. As regards oilseeds also, I belicve that fixed standards are not
acceptable to exporting houses in Calcutta which prefer to buy such lots in
the market as suit their purposes. There is also great difficulty in securing
standardisation on account of the small size of holdings each of which may
have a different variety of the same crop on it.

Mr. Arshad Ali.—1 should like to supplement what Mr. Townend has
said by informing the conference briefly of the activities of the Co-operative
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Department in Bengal in this direction. We started Co-operative jute tharket-
ing some years ago rather on tooambitions a scale and we suffered aloss on thab
account. The Bengzl Provincial Co-operative Bank, which advanced the
money to the jute sale societies, lost about Rs. 23 lakhs. But in the direc-
tion of co-operative marketing we have a number of sale societies. "‘Some of
these societies are doing fairly well. We have also a central paddy sale organi-
sation in Caleutta and two co-operative rice mills, one at Gesaba and the
other at Khepupara in the Sunderbans. The co-operative milk societies and
the co-operative milk union in Caleutta, which is considered the biggest co-
operative milk organisation in India, are working fairly well. We have also
co-operative milk societies’ unions in other parts of the province. We have
recently started with sugarcane. Two sugar factories of small type have been
registered for the benefit of the cane-growers. I had the honour to be a member
of the Bengal Jute Committee appointed by Government and one of the recom-

mendations of the committee was that* attempts should be made to organise

co-operative jute sale societies in selected areas as an experiment. - If this
recommendation is approved by Government action will be taken by the
department in organising jute societies, avoiding the defeets of the past. .

The How’ble Mr. Blunt.—]I have a note from the Agricultural Department
of the United Provinces, but I have very little to say. Weights and measures
are now certainly a scandal in the United Provinces, particularly as regards
sugarcane. Standardisation is most important. Warehousing is a matter
of money.  Generally I can say that we are waiting for the marketing adviser
to tell us how to make a start. '

Myr. Boyd.—In the first place I wish to thank the Government of India
on behalf of the Government of the Punjab for the revival of the inland trade
statistics which have given us information which was totally absent before,
regarding the internal markets for our wheat. In the second place, I should
like to thank them for appointing a central marketing officer. We have found
some difficulty in ascertaining from the report of the Royal Commission on
Agriculture what exactly a provincial marketing officer is to do, and we are
putting an officer on special duty to explore the ground. Preliminary enquiries
by our Board of Economic Enquiry show the necessaity for action. They
show that our mandis are riddled with swindling. There are different weights
for buying and selling. Legislation will be required to put this right. I
would also like to mention a big scheme suggested to me recently by an impor-
tant non-official for a marketing association to be registered under the Co-
operative Socicties Act to sell the produce of members, and also to convert
primary products by such processes as tanning, milling, ete., so as to secure
that the largest possible share of the profit goes to the primary producer. It
is an ambitious scheme and has not been taken up by Government itself. It
is too large for the small man to come in at the beginning. It has therefore
“to be confined to the larger landholders who seem all for it on their first im-
pression. Later on if it is successful, we hope that the smaller man will be

able to come in. Mr. Wace is at present drafting the articles of association -

with Mr. Owen Roberts and we hope that if it proves acceptable to the land-
holders the preliminary finance may be found from the Punjab Provincial
Bank. Later on, once it has brought the produce of members into godowns or
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‘on to the railway, the association should be able to obtain credit from come

~ mereial banks in the usual way.

Our experience as regards warehousing so far has been singularly unfor-
tunate. An elevator was constructed in Lyallpur which has never been used
and I see no prospect of its being used until there are facilities for the transport
of wheat in bulk by the Railways. ‘ '

Mvr. Lloyd.—We are unable to meet the expenses of any measures in
addition to what is already being done, and that is practically confined to
distribution of seed by the Agricultural Department. The quéstion of weights,
-and measures and standardisation generally is of great importance. We had
‘a bill on the subject but it was dropped so far as I remember because of the
‘opposition of the landlords who have their own measures for measuring receipts
of rents. A

Mr. Hubback.—1I agree generally with the view expressed by Mr. Blunt.
Like Burma, we have not the money to launch on any extensive schemes. I
was very much interested in the scheme adumbrated by Mr. Boyd and would
Like more information about it to see whether we could do anything, though
on less ambitious lines. As regards co-operative sales societies which I am
interested to see are being revived in Bengal, I fear that they absorb too much
of the energies and finance of co-operative societies and divert them from their
primary purposes. : ;

The Howble Mr. Gordon.—In the Central Provinces we are limited by our
financial stringency. We appointed a marketing officer but had to retrench him
before he had time to do very much good. Weare fully aware of the importance
of the question and the crops mentioned in the memorandum for which stand-
ards and grading are required are those which are most important for us.
We would be grateful for any suggestions as to what information is required
in respect of different crops and we will do our best to supply it and to follow,
the lead of the marketing expert when he arrives. We will also consider
the restoration of our own marketing officer. ’

The How'ble Mr. Laine—~In Assam the bulk of our agricultural
produce trade is in the hands of up-country Marwaris. They are difficult
people to get the better of and it will not be an easy task to compel them to

- adopt grades, standards, etc., of which they do not approve. Nor are we at

present in a position to finance additional organisations for that purpose.

- Colonel Noel.—In the North-West Frontier Province the army is a large
consumer of barley. The army buying agents offered to take barley from the
zamindars direct or preferably through a co-operative selling agency. The
margin between the prices the zamindars were getting and those which the
agents were giving amounted to about 6 annas a maund. However no pro-
gress could be made with the formation of a co-operative selling agency because
the zamindars being in debt were not free agents for the sale of their produce.

On the other hand no difficulty has been experienced in selling other produce
on a co-operative basis when the producer is not in debt. - The case of the dis-
*posal of a valuable medicinal herb can be cited. . :

Chairman.—I think that the conference would like to hear what Mr. Burt
has to say tomorrow. We will now adjourn till 9 A.M. tomorrow. - '



46
gth April 1934, Morning.
Iiem No. 6 of the Agenda.

Ti addition to the provincial representatives the following were present :—
The Hon’ble Sir GrOoRGE SCHUSTER in the chair.
The Hon’ble Sir Fazr-1-Husaln,
The Hon’ble Sir Frank Noyce,
Mr. J. B. TAYLOR.
Mr. B. C. Burr.
Mr. A. G. Crow.
Mr. X. G. MiTcHELL,

Tke How'ble Sir George Schuster—Mr, FRERE would like to ask some

questions on marketing.

Mr. Freke.—One of the items mentioned in Mr. Burt’s memorandum deals
with terminal markets and hedge contracts. He says that a well organised
futures market is a necessity of any marketing system. In Bombay, as you
know, we have a regulated cotton market in the East India Cotton Association

and we should like to have the views of the other provinces, particularly Madras -

and the Central Provinces, on the questlon whether the hedges which at present
exist in the cotton futures market in Bombay are suitable for their require-
ments. Three questions arise :—

(1) Whether sqch futures markets should be regulated by Gpvemment. «

" +(2) Whether regulation should be extended to other markets such as
oil-seeds.

(3) In the Bombay cotton market there isa considerable traffic in whatis
known as teji-mands business. The East India Cotton Association
arc considering framing rules to regulate these options. These
rules will require the sanction of the Government of Bombay.
There are arguments for and against teji-mandi. The argument
against is that this type of business leads to unbridled specula-
tion ; the arguments for are that properly controlled optxon
busmess has a legitimate place in a futures market. And in any
case the business cxists and, that being so, it is as well that it
should be regulated in the common interest.

Mr. Taylor—I presume that Mr. Freke is putting the question because

of the constltutlonal position whereby a provincial Government in which a
terminal market is situated has to consider whether it will regulate futures
" contracts, though such regulation must obviously closely affect the pro-
vinces which are the producing centres of the crop. Unless such contracts

are regulated, they are, I understand, not enforceable at law on the ground.

that they can be regarded as mere gaming transactions and the regulation
of these under the constitution is a provincial matter, but it is one w1th which
other provinces are obviously closely concerned,
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As regards te,7-mandi business, I would point out that in France where

-futures markets in respect of agricultural produce are highly organised, such

option traffic is a regular feature and they do not consider that it leads to specu-
lation if properly organised.

The Hon'ble Sir George Schuster.—We should like to hear the views of
Mr. Burt.

My. Burt.—There can be no doubt that such markets, if properly organised,
have a very great value. I would give as an instance the enormous value of
the Bombay Cotton market during the recent discussions with Japan. The
Japanese boycott of cotton might have had most serious effects on the price,
but the technical operator in Bombay.was throughout optimistic that these
negotiations would terminate in a demand on a large scale by Japan for Indian
cotton and so he held up the permanent contract price throughout. It is wrong
tosay that this is merely speculation. The technical operator is quite different
from the speculator ; he makes his book and works according to it. There
are other markets in which this question arises. The case of jute is well-
known. In addition there are unorganised markets in many places in India for
wheat, linseed (the latter in Bombay and Calcutta) and other seeds. Properly
managed markets are desirable because they operate as a buffer against seasonal
fluctuations. The problem is one of considerable complication as regards the
place of operation. Vizagapatam port, for instance, is now being opened and
terminal markets may come into existence there in respect of oil seeds for
instance,

The Hon’ble Sir George Schuster.—The first thingis to get the trade
together. There are two quite distinct aspects of the question as will be seen
from the case of cotton, the technical and the marketing. In cotton we have
the Cotton Committee which goes in for technical research and so on and the
East India Cotton Association in Bombay which deals with the marketing, the
regulation of futures contracts, stapling, arbitration and so on. .

Mr. Burt.—1It is probable that separate market associations will be re-
quired for each commodity at each terminal market.

The How'ble Sir George Schuster—The first question is to deal with parti-
cular commodities. Are the provincial representatlves prepared to recommend
an all-India conference on oil-sceds ?

The Hon'ble Sir Archibald Campbell.—This would be welcome if sufficient
notice of the points is given and we are given time to consult the trade.

The Howble Sir Ghulam Hussain Hiday yatullah.-~I think that it will be
better to consult trade interests before starting such a conference.

Mr. Burt,—We would, of course; consult the Chambers of Commerce.

The Hon'ble Sir George Schustcr—~In that case I think that we might
ask the provincial Governments to discuss the matter with trade associations
and initiate the matter by making a reference to them on these lines.
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The Hon’ble My. Blunt.—In the United Provinces we have a mumber of
futures markets which are not organised by Government. On the other hand,.
there are in most of these markets bodies which call themselves Chambers of
Commerce, and do to a certain extent regulate their operations,

Mr. Lloyd.—1I do not know how far in Burma we are tied np with India as
regards the marketing of our oil-seeds or how far we are independent. In any

case such a Conference could only opcrate tothe common advantage and I think

we should welcome it.

Mr. Hubback.—1 also welcome it on behalf of the Bihar and Orissa Qov~
ernment.

The Hon'ble Mr. Gordon.—I would also welcome it but we must have
sufficient time for preliminary consideration.

The Hon’ble Mr. Laine and Mr. Thomson—Concurred. ‘

The Hon’ble Dr. Narang.—1It is, of course, understood that representatives:
of the trade would have to be present.

The Hon’ble Sir George Schuster.—1I agree.  Are there any other commodi-
ties in respect of which similar action might be considered ?

' Mr. Burt.—There is wheat and rice and tobacco, though the latter is.
mainly a technical question,

My. Hubback.—There is also the question of regulating lac futures. I
understand that there is an active but irregular market in these futures.

My. Burt.—1 think we might refer this matter to the Lac Cess Com-
mittee.

The How'ble Sir George Schuster—What is the cost of these marketing in-
vestigations likely to be ? : :

Mr. Burt.—The Central Council of Agricultural Research might assist the
provincial marketing officers with grants. The United Provinces, Madras and
the Punjab have alrecady agreed to appoint such officers.

The Howble Sir George Schuster.—What we want is an organised drive on
this marketing question. It should not involve large expenditure and should
produce great results.  We are concerned not only to improve but even to safe-
guard our present position.  This stands out as one of the most important things
~ to be done. '

Mr. Burt.—I agree. The agricultural problem can be looked at from:
three angles :—
(1) Labour saving devices.
(2) Increasing production,
(3) Avoidance of waste in marketing.

As regards the first, little can be done that is desirable. - The second must be
a slow process. It is in the third that quick and large results can be expected.

The Hon'ble Sir George Schuster.—If we help by grants for carrying out

surveys, will the provinces be prepared to appoint their own marketing offi~
cers ?
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. The Howble Sir Henry Cratk.—Before getting out an expert .in_marketmg
from home for our province, we considered that a good deal of preliminary work
especially in regard to the collection of information should be done by a man
with actual experience of the province, otherwise the expert from home might
find himself very much at sea. We are placing an officer on special duty for the
purpose. o ’

. Mr. Burt.—I agree. We are proposing to bring out Mr. Livingstone as
marketing officer. He is the senior marketing officer with the Ministry of
Agriculture. He will go to each province and there it wopld be very desirable
that he should get into touch with local officials with experience of local market-
ing conditions. '

The Howble Sir George Schuster.—Can you tell us anything about the

“recent marketing organisation in Canada ? There was a telegram in the

press about it recently.

Mr. Burt.—] am somewhat doubtful what that telegram means. For
years the Canadian Government havehad a very efficient organisation, parti-
cularly as regards dairy farming and poultry. Wheatis dealt with by a separate
organisation. . . .

The How’ble Sir Jogendra Singh.—As Mr. Livingstone is coming from thejf
Ministry of Agriculture, willitbe possible for us to do what the Mlqmtlry o1
Agriculture does in England in the way of fixing minimum prices for agricultura '
produce ¢ Secondly, as regards the development of home markets, I gather
from, a recent speech by General Megaw that the peasantry in this country 13
under-nourished. Can we do anything to increase consuraption by the under-
nourished ? Further, can anything be done to stimulate the export of certain
commodities by giving bounties ? Can we get an analysis of factors which
determine prices ? . |

The Hon’ble Sir George Schuster.—It will obviously not be possible for a
country like India which depends on its agricultl'lr.al exports to guarantee agri-
cultural prices. England is in a different position. Its main interests are
industrial. Tt is a rich country with a large income from foreign investments,
and it is an importer and not an exporter of agricultural commodities. It c?in
therefore effectively guarantee prices in the home market and can aﬁord_ to do
so. Asregards thesecond point, all the steps which have been suggested in this
conference are with the object of raising internal consumption. Iam 2not quite
sure what you mean by analysis of prices. How does that come in ¢ TIf you
mean that we want more information, I agree with you. We want to know a
lot more about the position in India, as regards the movement of internal tl_‘ade,
the distribution of the national income, how labour can be most pro'ductwgly
emuployed and so on. On the question of improving our information under
these heads we have the report of Dr. Bowley and Mr. Robertson befqre‘lus
and T hope that we will be able to diSCI.ISS. it. " As regards wheat and snp1h ai'
commodities, though an export bounty is impossible for‘th.e reasons which 1
have shown, it might be possible to persuade Great Britain to take specia
measures to encourage the imports of our produce. At present such measures
are being taken asregards cotton, but the Brlt}sh cotton n}x]ls are nOtdn:,ha
position to bear the whole of the burden and it might be possible to exten fthe
‘principle to other commodities such as wheat and rice. The whols basis of the

MA47FinD u
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Ottawa agreement should be examined with a view to promote Imperial econo-
mic unity in these and similar directions. In the first place, we would like those.
provinces which have not appointed marketing officers to consider the matter.

The How'ble Sir Ghulam Hussain Hidayatullah—Our position is that we
have cut things down to the bone.

The Hon'ble Sir George Schuster—We fully realise all that, but retrench-
ment on certain lines carried too far is false econcmy. Surely any province
could afford the small amount involved. Have you any further remarks,
Mr. Burt, which you would like to make ?

Mr. Burt—1I have very little to add now. We have, I take it, decided to
make & start with oil-seeds and market surveys. The question of standards is
also very urgent. I might give an instance regarding the quality of groundnuts,
a point mentioned by Sir Archibald Campbell. Tt was stated that complaints
were received from the United Kingdom of bad quality due to superabundance
of free fatty acids. We found that this was due to wet shelling and drew the
attention of the Madras Government to it. Other members of the Empire
have national standards and the question of the formation of Empire standards
is coming up, in connection with the Ottawa agreement. One case which I
might give is that of the preference on barley. We are able to supply malting
barley on which' there is a preference of 10 per cent. We are probably in a
better position than cither Australia or Canada though they would like to com-
pete. If standards are adopted which do not include standards of Indian bar-
ley, we might lose the advantage of some of our best qualities of barley.
Mr. Townend pointed out that there was hostility on the part of exporters to the
fixation of standards. I think that this would be dissipated on closer examina-
tion as our experience as regards cotton shows that the fixation of all-India
standards does not adversely affect their interests in any way. The case of
hemp was also mentioned. This particularly affects the United Provinces. The
present position is Gilbertian. There are no physical standards, We dis-

cussed the matter with the Bombay Chamber of Commerce and the London -

Hemp Association bas now agreed to take specially marked bales as an experi-
ment. I take it that we have also agreed to central committees for tobacco
and hemp and that there will be provincial committees for animal products.

The question of barley is urgent but not difficult. As soon as the market-
ing officer arrives, it is desirable that he should get down to the question of
standards.

The Hon’ble Mr. Gordon.—Can Mr. Burt indicate what preliminary action
might be taken by provinces ? :

Mr. Burt.—We can tell local Governments that a marketing officer has
- been appointed and indicate what we suggest that he should do and ask for
suggestions.

The Howble Sir Fazl-i-Husain.—1If you cannot appoint a special marketing
officer, surely you can at least put an officer on special duty.

My. Burt.—As an indication of the value of the marketing officer to the
Central Provinces I would point to the case of Viram cotton. The Central
Provinces Government was told about this high class of cotton by the

.market it and the cultivator got a real commercial™p
is now spreading rapidly because the purchaser is
purchases from the pool will be pure.

“Item No. 7 of the Agenda ”, * Capital Expenditure.”

T'he Hon'ble Sir George Schuster.—I now turn to item No: 7, capital expen-
diture. We should be glad to know what the Provinces have to say about
it.

The Hon’ble Sir Archibald Campbell.—At present the road programme has
been materially curtailed. We have certain irrigation schemes under examin-
ation. The Tungabhadra scheme is a large one which will amount to about
10 crores, but it will not be ready for some time. As regards reclamation of
jungle areas, our principal difficulty was the prickly pear and this is being
rapidly eliminated by the cochineal insect. We do not consider that any
special measures for jungle reclamation are desirable because we depend on our
forests for grazing and revenue. As regards clectric power schemes, the first part
of the Pykara scheme has just been completed and the Mettur scheme is likely
to be started this year ; we have a third under contemplation on the completion
of the Mettur hydro-electric scheme. As regards (5) and (6), we are financing
local bodies. The Madras Corporation has also a committee considering the
improvement of slums.

In addition we would like extension of railways in our Presidency and
would also like to bring to notice the desirability of the development of the
Cochin port.

As regards the report of Mr. K. G Mitchell, I am not quite clear about the
phrase ““ where expedient ”, as regards maintenance.

The Howble Sir Frank Noyce.—That must be read with our draft resolu-
tion. Any additional expenditure on maintenance can be met from the
amount placed at the disposal of the Provinces, but the Standing Advisory
Committee did not wish this to be absolutely antomatic. Provinces must make
out.a case, but I can promise that a liberal view will be taken. In some cases
improvements should decrease expenditure on maintenance, but when there
is an increase we will certainly be liberal.

The Hon’ble Sir Archibald. Campbell.—1 presume that the sanction of the
Government of India would be necessary.

The Hon'ble Sir Frank Noyce.—Certainly, all schemes for the application
of these funds must come to us.

Mr. Hood.—Can we rely on them indefinitely ¢

The Hon’ble Sir Frank Noyce.—The whole object of placing this resolution
before the Legislature is to make the Road Development Account as perma-
nent ag we can. It has proved so useful and the legislature takes so keen an
interest in it that there is every reason to believe that it will be continued
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~ The How'ble Sir George Schuster.—It is as reliable as any other factor of
revenue on which you have to rely.

The Howble Mr. Gordon.—Is there a hope of its continuing under the
new constitution ¥

. The How'ble Sir Frank Noyce.—It is in that hope that we have put
this resolution forward. We obviously cannot commit the new government,
but there secms every probability of its continuance.

My Hood.—We are already spending about a crore on maintenance which
in view of the increase in traffic is quite inadequate, so that if there is an increase
in revenue we may have to devote still more to maintenance.

' T/’fc Hon’ble Sir George Schuster—OQur idea is that this fund should be used
primarily for road construction, not to relieve provincial finances of their
existing obligations. Subject to this general consideration, I take it that if
approval is given for the application of the fund to maintenance charges on a

particular road, the intention is that such approval will be allowed to continue
for a reasonable period.

The HonOle Sir Frank Noyce.—We recognise that there must be a certain
amount of continuity. Each case will be examined on its merits. We should

con§ider it _rez_lsonab]e that a guarantee should be given, say, for five years
subject to review at the end of that period.

Mr. Hubback.—How will this apply to bridges where I see that you have
provided for equated payments over a period of fifty years ?

~ The Howble Sir George Schuster—That is quite a different issue. That
is a matter ofloans. Inthat case the revenues of the fund are being anticipated
by borrowing and the guarantee that the fund should be applied to that purpose
should presumably go on until the loan is discharged.

_ The How’ble Sir Ghulam Hussain H idayatullah.—A heavy road reconstruct-
ed is practically a new road, and in that case its maintenance should legitimately
be a charge on the fund. There is also the question of establishment charges.

The How'ble Sir Frank Noyce.—The additional cost of maintenance and
. add_ltlonal cstal?hshment charges can be debited against the fund, but not the
ordinary establishment charges which would have to be incurred in any case.

The Howble Sir Ghulam Hussain Hidayatullah.—As regards roads, I would
only add that a special enquiry is being made in the Sukkur Barrage area
under the supervision of the Consulting Engineer to Government. As regards
other development schemes, we cannot in view of the financial position afford
to undertake schemes which are not directly remunerative. We are also
already saddled with heavy charges on account of previous schemes.

Mr. T'ownend.—The Bengal Government are considering the appointment
of a special officer to work out a comprehensive road scheme for the province.
In the absence of such a scheme it has been difficult to use to the best advant-
age the funds available from the Motor Vehicles Tax and the Road Develop-
ment Fund. Until such a scheme is drawn up it will always be hard to-
decide what are the most urgent improvements needed in Central and Eastern
Bengal, where there is no real organised road system, and there will be a
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tendency, when the Road Board is considering the construction programme, for
political pressure to be attempted in the interest of particular districts. There
is a proposal now under the consideration of Government for the financing
of a loan with a part of the proceeds of the Motor Vehicles Tax ; and the report
of the special officer is expected tobe of value in arriving at a decision as to
the manner in which this might best be utilised. There are two opposing
views on this; one is that the money should be spent chiefly in th®areas
where it has been collected, and the other that it should be used for developing
new areas. At present the idea is that the procceds of the suggested loan
should be used chiefly for the construction of bridges on existing roads. It is
probable that this would mean opening up for motor traffic some roads parallel
to railways and would thus not be acceptable to the railway authorities. But
it is difficult to avoid this when there is a risk that the making of embankments
along new alignments would interfere with drainage and perhaps increase
malaria, The suggestion has been put forward that a loan might be financed
from the province’s share of the Road Fund ; this was dependent on the ques-
tion, cleared up in today’s discussion of the extent to which that fund
might be used for maintenance, and it will presumably be kept pending till
the special officer has reported.

It is not likely that in Bengal the improvement of roads will reduce
maintenance costs. We find, at any rate near Caleutta, that improvement
in the road surface results in so large an increase in the traffic (accompanied
by a change in the class of traffic, e.g., lorries and buffalo carts instead of bullock
carts) that the cost of maintenance increases substantially. It is possible
therefore that, when permission has been obtained to spend a certain amount
from the Road Fund on the maintenance of an improved road, it will later
prove necessary to ask for an increased provision. The development of
kutcha feeder roads is very difficult in Bengal owing to the nature of the soil,
the heavy rainfall, and the frequency of floods.

Apart from roads and bridges, we have no schemes ready. There are
large areas where irrigation might do good, but Bengal conditions are unlike
those in other provinces, where there is irrigation on a large scale, because with
our heavy rainfall there is a risk that in many years people will not take the
water. However the possibility of schemes adapted to Bengal conditions is -
under consideration. As regards the suggested reclamation of marshy or
jungle-covered arcas, there are complications. We must keep a forest belt
along the coast of the Sunderbans to prevent the breaking in of tidal waves,
a calamity from which the province has been immune for over 50 years but
which is always to be feared. We must also kecp large spill areas to prevent
our rivers from silting up ; if this is neglected reclamation might lead to the

“.spread of malaria, although it might yield an immediate large profit to the

landlord. Also generally speaking drainage in Bengal means increased malaria.
As regards electric power we have no scheme at present ; there was a hydro-
electric project for Birbhum district but the difficulty was the distance from
any large consuming centres¥. '

Note by Mr. Townend.~—With reference to Sir George Schuster’s comment on my
omission of any reference to the new Howrah Bridge, I may explain that 'the Bengal Gov-

- ernment understood that the Government of India wanted information only about

schemes which had not previously been brought to their notice.
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The Hon'ble Mr. Blunt.—As regards the road fund, our attitude in the
past approximated almost to contumacy. We refused to use the fund for
construction because we could not afford the consequent maintenance charges.
But as a result of the present resolution we shall doubtless change our attitude.
We had a road reconstruction programme of 13 crores which was stopped by
the slump after we had spent about a crore. Another 50 lakhs could still be
spent over the next 5 to 7 years, and probably more : for since the slump our
roads have deteriorated greatly. Our experience as regards reconstructed
roads differs from that of Bengal. In one instance, I have heard that whilst
the two-mile road from Lucknow station to Hazratganj cost Rs. 900 per mile
‘in repairs every two months before reconstruction, we now barely incur that on
maintenance in a year. The roads throughout the province are generally
in a very bad way. As regafds bridges, there is one particular proposition
which frightens us by reason of its cost, namely a separate road bridge over
the Gangesat Benares. Our irrigation and other schemes have been dealt with

in our memorandum. As regards electric schemes, wehavedone a good deal.

‘Power for agriculture in the West of the province is now supplied hydro-
electrically, and our tube wells are very definitely paying. In fact the whole
of the hydro-electric scheme is paying and the demand for electricity is growing
very rapidly. ‘Recently we had a report by an expert committee, including an
officer from the Punjab, on the technical and financial results, which was both
satisfactory and useful. The direction in which advance has possibly been
least marked is domestic consumption, owing to the difficulty of wiring mud
huts. The industrial demand has been the greatest, next the agricultural
demand for working tube ‘wells, sugar-cane crushers, and so on. The motors
on tube wells, ete., are generally run by mistris ; a good many of our mistris are
‘GBikhs. In the east for various reasons we cannot use water power, and we
will have to use fuel power if we decide to develop electric supply. It would

. not be nearly so directly profitable as a hydro-electric scheme, but the indirect
profit should be considerable.

Mr. Townend.—This is a very interesting statement. We have plenty
of water power available in North Bengal, but we were told that there would
‘be no demand for electricity on the part of agriculturists. There is also the
financial difficulty.

Note.—A desire was expressed by several provinces to have full information on the
“United Provinces Electric Supply Scheme: Mr. Blunt promised to do his best to get out
an informal report for distribution.

The Hon’ble Sir George Schuster.—As regerds finance for Bengal, the present
-world position is such that big electric plant manufacturers would probably
be interested and they would certainly be prepared to examine and report on
suitable schemes and they might be prepared to arrange for liberal finance
for any practical scheme.

The Hon’ble Mr. Blunt—We have also extended canal irrigation by pump-

<ing water out of low level rivers into high level canals’: the pumps are worked

by electricity. We have two such schemes working, two othets are being

gtarted and others are contemplated. As regards other schemes, we have no

intention of reclaiming marshes or jungles. Our marshes are small and
-gcattered, and we find forests more profitable as they are,

55

Our sanitary schemes are goir‘lg on slowly and steadily being financed by
advances to local boards. We have no housing projects.

The Hon’ble Sir George Schuster.—Could you let us have a general survey
of what your total requirements are likely to be ?

The Hon’ble Mr. Blunt—We could make a fairly accurate estimate of our
irrigation requirements, but as regards roads I shall have to consult Govern-

" ment in the light of the draft resolution. Another suggestion which I have for

capital expenditure is on tramways, particularly in the sugar-cane areas to
carry cane to the factories. We have used tramways for forests for several
years and found that they pay.

The Howble Sir George Schuster.—What we would like from every pro-
vinge is a review of the posyibilities of capital expenditure and what you are
likely to want over the next few years. It looks as if we are in for a period of
cheap money and this is the period when sound schemes should be considered.
Tt is bad to rush such scheme ; that is why preparation should be taken in hand
without delay.

The Howble Sir Henry Craik.—In the Punjab we in the Finance Depart-
ment addressed other Departments on the question of projects that might be
financed from o development loan because we agree that this seems to be the
moment to borrow for such schemes. So far we have not received anything
very definite. As regards reconstruction of roads, our experience is that the
.cost of maintenance on a reconstructed road bearing heavy traffic like the
Grand Trunk Road has been reduced from Rs. 1,700 per mile to about Rs. 1,000
and may go even lower. We have reconstructed about 75%, of our roads,
but there are still considerable gaps in our construction programme, As
regards irrigation, we have two large schemes in contemplation, the Bukra dam
and the Haveli scheme. They are both very large schemes, but they are still .
in any early stage and are not at the moment ripe for any expenditure on
construction. - As regards power-driven wells, I was very much interested
in the account given by the representative of the United Provinces. We have
started 2 survey of our own to sec what the prospects are. As regards electric
power, our scheme is still in its infancy. The demand is still low ; the rates
we have to charge are high becsuse the initial expenses were heavy, but the
demand is gradually increasing. We are not at present in a postion to embark
on other electric power schemes. As regards marshy areas, we are considering
plans for dealing with water-logging in certain areas.

The How'ble Dr. Narang.—We would also like to consider the financing of
city improvement schemes. We have plans for sewage schemes in Lahore and
Amritsar by loans of about 60 and 40 lakhs respectively on the security of the
city revenues which could be augmented by increasing terminal taxes,

T'he How’ble Sir Henry Craik.—We have also certain Government housing
schemes ; for instance, the Inspector-General of Police is paying about a lakh
a year as house rent for his staff and it might be cheaper to build.

The Hon ble Mr. Bell—What was the cost of your reconstruction of roads
and how did the interest charges on this cost compare with the savings in
maintenance,
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Mr. K. G. Mitchell.—We have to coat o;lce a year at first, and :later on
every second year.. Later we hope that it will be every third year or so. It

consists of “cheap renewal” of the metalled surface by using materialsaerificed

from the old road with & mininum of new stone metal ;  followed by surface
treatment with tar. For one mile of 12 feet metalled road cheap renewal "
costs Rs. 1,800 and the first coat of tar and chips Rs. 1,600, total Rs. 3,400.
Subsequent coats of tar cost about Rs. 850, being lighter. - Stone is expensive
in the Punjab and the freight on tar is high. (The process is described in the
Indian Roads Magazine of March 1933.) |

Mr. Lloyd.—In Burma we are opposed to any fresh loan expenditure on
account of our financial position. As regards roads, T would like to ask whether
tarring would be considered an improvement which would justify a grant from

the petrol fund.
The Hon’ble Sir Frank Noyce. —~Certamly

My. Lloyd.—As regards irrigation, we have no new schemes in contempla-
tion. There are one or two land drainage schemes in Lower Burma, butit is
doubtful whether they would be productive at the present low level of price of
rice. There is a large electric scheme which has been suggested but the head
works are so far away that the cost would be enormous, and it is out of the ques-
tion at present. As regards public health, no local body has any money to
undertake such schemes at present. We have a housing plan in Rangoon to
provide for industrial labourers, but nothing of the sort aflecting agriculturists.

The Hon’ble Sir Henry Craik.—Would it be possible for the Government
of India to undertake further conversion schemes so as to epable provinces to
get a further reduction in interest ?

The Hon’ble Dr. Narang.—This would materially reduce the cost of our
hydro-eleetric scheme if found practicable.

The Howble Sir George Schuster—No such schemes are at present in con-
templation. We have exhausted all immediate possibilities of conversion and
can only deal with further loans on their maturity dates which are some way
ahead and we would have to pay high premium for conversion.

Mr. Hubback.—As regards Bihar and Orissa, there is still a good deal of
work to be done for roads in Orissa and in North and South Bihar.

The Hon'ble Sir Frank Noyce.—Our Consulting Engincer has written to
your Government suggesting that he might go down to Orissa to examine the
position.

Mr. Hubback.—As regards electric power schemes, it seems worth con-
sidering, in view of what the United Provinces say, whether we could not
do something with our large coal areas by producing electric power. The
problem is what to do with the power when you get it, and on this the United
Provinces report is particularly interesting.

The Hon'ble Sir Frank Noyce—You have omitted to mentlon the earth-
quake which means that you will be making the biggest capital demand of the
lot,
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Mr. Hubback.—That is one reason why we do not want to embark on other
schemes. We do not wish to run the risk of overloading the province with

debt.

The How’ble Mr. Gordon. ——I was not aware of the road resolutionas the
department which dealt with it is not in my portfolio. The decision we had
ar.ived at was that it would not pay us to undertake road development out of
loans as we would have to pay about eight to nine per cent. in interest and
maintenance charges for no direct return that we could see. Road develop-

" ment out of current revenue on any appreciable scale is out of the question for us

for many years to come. It is obvious, however, that we shall have to review
.our decision in regard to road development out of revenue in the light of this
resolution.

As regards other schemes I bave hardly anything to say. Our irrigation
programme is almost complete and we do not propose to embark on any new
irrigation schemes, which it is difficult in our province to make productive.
We have no schemes for the reclamation of marshy or jungle covered areas—the
only one we tried—the Chanda Colonisation scheme was a failure. We have no
schemes as regards electric power. ' Preliminary investigation has been made of
a couple of technlcally promising projects, but the investigation showed that
electric power would be more expensive than power derived from our local coal.
The only other possible local schemes we can think of are water supply
schemes—there are water supply schemes for Nagpur under the consideration of
the municipal committee, but since Government would be unable to make
the usual grant of half the cost it is doubtful if the municipal committee
would. be prepared to embark on one with the help of a loan only.

The meeting then adjourned till 2-30 p, M.

M47FinD
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&th April 1934, afternoon.
PrESENT !
The Hon'ble Sir GEORGE ScHUSTER in the (ﬁhair.' ’
Sir Fraxnk Noyce and others as in the moming.
Later, the Hon’ble Mr, STEWART and Dr. Mexx also attended.

Discussion continued on item No. 7.

The Hon’ble Mr. Laine.~~Development of communications is one of out
most urgent needs. It will be useless to think of developing jungle areas until
we develop ahd improve the communications which will link them with the
outside world. As regards electricity, we have no government scheme. All
that we have been able to do has been to assist small indigenous concerns in
some of our towns by arranging to wire government offices and bungalows.
As regards public health we have for years been spending considerable sums in
combating kala-azar, leprosy, and malaria, and this we have done from revenue,
As regards roads, I explained our programme and our difficulties two days ago.
Our main obstacles are financial. We are at present embarrassed by large and
annually increasing deficits. So far as we can see, Assam will start the new
constitution with an unmanageable load of debt, and further loans cannot be
undertaken unless and until the financial position and prospects of Assam are
~ definitely improved. As regards the petrol road fund we consider that the

present distribution on the basis of consumption alone is inequitable. -

The Hon’tle Sir Frank Noyce.—Your point of view has been put to the
other Provinces. We have met you to a certain extent by increasing the per-
~centage which can be retained by the central Government, and I promise that
in addressing the Assembly on our resolution I shall allude to your point of view.

The Hon’ble Mr. Laine.—Unless we are given some weightage, there is no
chance of our ever being able to develop our communications on an adequate
scale. That is why we have asked that the needs of smaller and less developed
provinces should be specifically recognised in the resolution unless this is done,
we apprehend that the claims of the smaller provinces may not receive sufficient
recognition at the hands of the Central Committee, on which the smaller pro-
vinces will probably not be represented.

Mr. Thomson.—Our position is difficult. We are dependent on the centre
for a subsidy and are therefore hardly in a position to ask for loans. Asrcgards
roads, we are well off owing to the past history of the province : we are well
supplied with strategic roads, and I do not think that in addition to what we
get from the petrol fund we would be justified in asking for a loan.

As regards irrigation, our canals are at present run at a loss. There wasa
scheme under consideration to create embankments on the river Tonk to prevent
flooding. The scheme would not be definitely remunerative, so we felt diffident
in bringing it before the central Government. As regards electrical schemes,
we have a large project at Malakand which seems almost certain of success,
and we shall be bringing it before the Government of India shortly.
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. The Hon'’ble Sir George Schuster~1 hope that provincial Goveraments
will review the whole position in the light of these discussions and let us have

as early as possible a general review of what schemes are likely to come up in the

next few years. I do not, of course, wish to encourage the idea that we have
money to throw about, but at the same time it does look as if we are in for easy
money conditions for the next year or two. This indicates that the present
would be a good time to borrow for such schemes, and it must be remembered
that credit conditions in India change rapidly.

My, Taylor.—In that connection, there is one important consideration to
be remembered.  If a schemeis large, and likely to take a good many years to
complete, it is very neccszary that the period over which capital will be required
for it and its linked schemes should be carefully worked out, When we were
caught by the slump in the middle of our large railway capital programme,
our difficulty was largely increased by the fact that we could not close down all
at once, so that we had to continue borrowing heavily on a rapidly worsening
market. '

The Hon'ble Sir Frank Noyce.—1I would also like to add that this discus-
sion will be very valuable in providing me with material in bringing my resolu-
tion before the legislature.

Ttem No. 8 of the Agenda. (2) The formatioh of a Central Industrial
Rescarch Committee, '

The Hon’ble Sir George Scltuster.;—\Ve will now turn to item No. 8. I
would like first to discuss No. (2), the formation of a central industrial research
committee.

The Hon’ble Sir Frank Noyce.—This question was discussed at the last
Industries conference and I would like to repeat what I said at that conference. ©
We have to see that a Couneil of Industrial Resesrch will be of practical use
and will not merely constitute an additional cog in the machinery. A parallel
is often drawn with the Imperial Couneil of Agriculturs]l Rescarch, but that was
based on institutions actually in existence such £s those &t Pusa, Lyallpur,
Cownpore, Poona and elsewhere which were doing definite work which could be
co-ordinated. An Industrial Research Council would not have the same clear field
before it. In agriculture the two main questions are crop raising and animal
husbandry and there is already a staff of expert research workers who cover
these fields. The industrial field is much wider. Possibly I was an advocatus.
diaboli who merely dwelt on the difficultics, but the msin point is : what work
would this Research Council do ¢ It must have money for the promotion of

* schemes ; it must have funds to administer. What sort of amount should
" this be ? A small sum like five lakhs would not go far.. Itis also difficult

to see what class of expert one could have to advise on industrial schemes of

_all verieties. You would probably want ad hoc advisers. The view of my’

Department is not unsympathetic, but we sce great difficulties,

The Hon’ble Sir George Schuster.—The Imperial Council of Agricultural
Research was recommended by the Royal Commission on Agriculture, but there
is not the same authoritative recommendation in support of this. ~
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" Mr. Clow.—~There was a recommendwtxon by the Industrial ‘Commis-
sion, but that is some 15 years old. That commission contemplated a form-
of centralisation and its recommendations were to some extent traversed by:
the introduction of the Montagu-Chelmsford reforms.. The provinces were not:
anxious to begin the reforms by creating new central services of chemists and so
on. - The essential point about industrial research is that it should be held at
important centres of industry in co-operation with the industries, not at isola-
ted institutes at places like Dehra Dun assuggested by the chemical Committee..
Research in vacuo does not lead to much useful result.

" The Hon'ble Sir George Schuster—It secems to me that the various indus- -

tries should organise themselves and undertake their own researeh; for instance,
the sugar industry with regard to molasses, Moreover, some general industrial
association seems disirable to mobilise researches. There is nothing like the
Federation of British Industrics in India.

The Hon'ble Sir Archibald Campbell.—We are doing & certain umount of
industrisl research as regards silk, oils, and soap. As regards the first psrt of
the question, we find that so far from the agriculturist taking to subsidiary
occupations, in many cases the cottage artison is now taking to agriculture to
supplement his earnings. Asregards s the general question, 1 do not qult:e know
what this proposed committec would do.

The Hon’ble Mr. Bell—I hove a list prepared by our Dxrector of
Industries. I myself have not been rccently in touch with the subject, but I
wes Director of Industries in Bombay some ten years ago and the list seems to
me much the same as it was then. Ingenerzl industries are too smell or ill-
organi ed" and ill-co-ordinated to benefit by Government research. Such’'
research, I have found, is apt to concentrate on techmcal problems to the ex-
clusion of commercial consid-rations.

Mr. Towrnend.—The Government of Bengal did not comprehend precisely
what the Central Comn it iee was expected to do, but I was direced to say that
if the general feeling of the conference was in favour of the proposal, the Govern-
ment of Bengal would stpport thescheme. At the same time Tamto add the
_proviso that they are unable to incur any more expenditure at present on the
gleve]opment of industries than is already contemplated.

. The Hon'ble Mr. Blunt.—1 am merely a mouthpiece in this case. Wc '

h'v.ve recently had «n indu:tries re-organization committee in the - United
. Provinces. It recommend d research as regards oil, sugar and glass, and also,
“the. examinztion of such questions as setting up educated young men of the

"middle class in business. Speaking personzally, I.consider that the objections -

- mentioned by Sir Frank Noyce are reasonable and well-founded. . The difficul-
ties of a research committee are that nobody has any particular object in view,
and general smell-scale lzboratory research by itself is unlikely to lead, except
by chance, to any useful result. We once had an Industrial Chemistin the

~United Provinces who for months concentrated on making soap out of neem

..oil, but found it quite impossible to get rid of the smell. = Research in vacuo

- is useless. It must be corrclated to the needs of the mdustrles and to solvxng

» problems set by: the industries. :
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The Hon'blz Dr. Namng —We connot ignore the feehng that Government
i3 not doing-its duty in developing industries. From the remarks which Sir
Frank-made it seems he considers this to be neither desirable nor necessary.
I consider however that there ought to be such a central committee as an apex
of research institutes in the province. Results would be tabulated by the pro-
vinces and submitted to the central institute to be reviewed and communicated
to other provinces or submitted through the central institute to particular
experts. - The Industrial Commission strongly recommended the desirability
of having such an institute. The United Provinces recently appointed a com-
mittee which recommended it and every province at the recent Industrial
conference was in favour of it. Something will have to be done. The
problems of the Tmperial Council of Agricultural Research are also com-
plicated and numerous but that has not hindered it from doing really useful
work. Unemployment is growing ; men with a small capltal of Rs. 5,000 or
so are looking for information as to how they can invest it in business. Our
industrics are still nascent and cannot organise themselves for research, partl-

cularly in the Punjab.

The Hon'ble Sir Frank Noyce.—My remarks when I quoted from what
I said at the Industrics conference were incomplete. I said then that we
might do two things : we might revive the annual conference of Directors of
Industries and we might create a Bureau of Industrial Information,

The How’ble Sir George Schvsicr.—There has been an enormous develop-
ment of Indian industrics in the last two or three years. We realised this very
vividly in our recent discussions about tariffs and in the effect on our customs
revenue. I think that in this discussion several distinct objects have been
confuscd. -First of all there is the question of research. There is a dis-
tinction between industrial and agricultural research. For the latter the
agriculturist must generally rely on government. The individual agricul-
turist is too small a man and his resources are too small to make it possible for
him to conduct individual research. On the other hand in highly developed
countries, such as Germany, ecach industry has its own re.earch department,
possibly helped by government research grants and this seems to be the most
practical way of decaling with the question. If Indian industry is really to
advance the industrial organisation ovght to be ready to spend money on their
own research work, and the main initiative should come from them. That at
least should be the position as regards major industries, while as regards minor
industrics, research in their case is primarily a matter for provincial depart-
ments- of industry. Then sccondly Dr. Gokal Chand Narang mentioned the

_ - idea of helping young men with a small capital to invest to find openings in
-industry. That raises quite different issucs—so far as employment is concerned
‘the Government can hardly act as an employment agency. But this leads one

. to a third idea which has been mentioned by Sir Frank Noyce the organisa-

tion of a central Bureau of Industrial Information and Intelligence. This
might be great value and I suggest that it might be linked up with the Indian

~-Stores Department which has done much more than is generally realised. to
-develop Indian Industry and has a great practical knowledge of industry in
-India and elsewhere. . A central Industrial Intelligence Bureau could help

particular industries to find the right kind of expert agency: to investigate
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their particular problems ; could give information as regards industrial open-

ings ; as regards developments in other countries (e.g., the recent development
R ] 2 . .

of the canning industry in Englanl), ctc., etc. :

.- The Hon’ble Mr. Blunt.—As regards secpndary occupations, I'thitlk that
the agriculturist goes in for secondary occupations to a much greater degree ‘o.h:}n;
is commonly supposed. The census does not throw as much light as it mln)g iy
on this question because the real economic unit 1s ?he family, various members
of whom are often employed in distinct occupations. I calculated fron{ the
figures of 1921 that out of 10,000 ag.iculturists 3,000 had secondary oceupations.
As regards the research institute, 1 am opposed to it, but I'believe that 1t‘wc.>uld
be of value to have a Central Bureau of Information. One of its functions
should be to put an industrialist, who requires research in any particular direc-
tion, in touch with the scientific expert who can carry out that research. :

The Hon’ble Sir George Schuster.—Do the provinces ever refer such matters
to the Stores Department ? In recent years the Stores Department has built
up a large amount of information on the development of industries in India.
and therc has been an extraordinary development of minor industries of all
kinds. ' : : : ‘

"~ Mr. Lloyd.—In Burma we have no comprehensive scheme. We have been
doing a certain amount of work in a small way on the lacquer and pottery in-
dustries. As regards the Rescarch Committee, I personally am inclined to
think that Burma could not expect much from such research.

Mr. Hubback.—As regards the Research Committee, though the Bihar
and Orissa Government supported it in 1931, we do not support it now but we
would probably support a bureau of information. :

The Hon’ble Mr. Gordon.—1 am inclined to think that a central burean
which would act as a clearing house would be very useful, especially to prevent
6verlapping. I contemplate some body like the Empire Marketing Board in
England which would have funds at its dlqusal and make grants for 1nd1v1dua}1
schemes of research, As regards overlapping, for example the Nagpgr Uni-
versity rccently received a large bequest which it proposes to spend on oil techf
nology. It might well be that a central bureau would refer problems on oil
submitted to it to this university. Another matter in which the Central Pro-
vinees is interested is the derivation of power alcohol from the mahua ﬂqwer
and that might be co-ordinated with the research alread‘y mentioned into
derivation of power alcohol from molassps. ( Her.e a suggestion was made that
as the Sugar Committee of the Imperial Council of Agriculture was already
investigating the problem of the production of power a.lcoh_ol from molasses the
Council might agree to subsidize research for the derivation of power alcohol
from mahua also, especially as mahua may be regarded as an agricultural

product.) » ; A }
The How'ble Sir Jogendra Singh.—1I would like to bring up the question of

the manufacture of power alcohol from molasses. In the Punjab we consi--

der that there are large possibilities in this directi.on, if legis}ation qould be
introduced making mixing of alcohol compulsory with petrol in certain fixed

proportions.
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The Hon'ble Sir George Schuster.—The question of derivation of power
alcohol from molasses is already being dealt with by the Imperial Council of
Agricultural Research and to that extent seems to have been actually classified
as a matter of agricultural research. That seems to exclude it from the present
discussion, but it can be brought up as a special subject on the last day.

The Hor’ble Mr. Laine.—The Government of Assam have not had an
opportunity of considering this question, but I cannot myself see that a
Central or a Provincial Industrial Research Committec will serve a useful pur-
pose. The field is too wide. I agree with the remarks of Sir George Schuster.
Our large industries, tea and oil, have already organised their own research
department. A Bureau of Information is probably all that is required.

Mr. Thomson~Our Legislative Council has passed a resolution in favour
of promoting industrial research. -

The Hon’ble Mr, Faroqui.—1T was not present when Mr. Townend - spoke
and I understand that he has dealt with the question. Iam generally in favour
of a central institution. )

The Hon’ble Sir George Schuster.—The general result seems to be that so far
8s major industries are concerned, they should in the main conduct their
own research. Minor industries should be dealt with by the provinces, but the
central Government should have a bureau of industrial intelligence to act as a

" clearing house and adviser.. As regards the Question whether we can provide

funds for grants, that is very difficult to discuss until we receive concrete pro-
posals,

The Hon'ble Sir Frank Noyce.~Another valuable suggestion is that the
bureau might be attached to the Stores Department. I shall have that ques-
tion examined. There may be administrative difficulties, but it seems a most
useful suggestion. .
 The How’ble Mr. Bell.—I do not think that there will be any edniinistrative
difficulty. When the Indian Munitions Board was conducting many of the
activities of the pre:ent Stores Department, it had a department of industrial
intelligence of which I was in charge. Later on I was Director of Industries in
Bombay ; so I can speak from both points of view, and I think that the scheme
should work quite well. ; « ,

The Hon'ble Sir George Schuster.—1 presume that if there were a central
bureau ready to advise industrialists as to whese to get particular problems
investigated by scientific workers it would be desirable to have institutions such
as universities specialising on certain lines of work. We must have places to
turn to where rescarch work could be done. Mr. Gordon mentioned the case
of Nagpur University receiving a donation and devoting it to a special line of

- research,

The Hon’ble Sir Frank Noyce.—In that connection I mus® eXpress surprise
that no one has even mentioned the Tata Institute of Bangalore. That ought
to be of great value in this connection but it is difficult to see exactly what it is
doing at present. : B

The Howble Sir George Schuster.—1I presume that you, Sir Frank, will pui;
the suggestion as a result of the discussion to local governments, '
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. .. Qtem No. 11 of the Agenda. Econonvic Intelligence and Statistics, . ..

The Howble Sir George Schuster.—Tt is now rather late and 1 think that
items 9 &nd 10 may stand over for the present and we may pass on to item 11—
Economic Intelligence and Statistics, on which we are particularly anxious to
have the views of provinces. We feel keenly the lack of information. There
has been & tremendous development in Indian industries but there is no statis-
tical record of it, and if we want to have intelligent direction of economic policy,
we must have more information, We must direct our policy with reference to
a complete and.accurate picture of the Indian situation, and we also need an
economic staff to study the particular problems. We have before us now a report
by two experts from England on this matter. There are two main ideas in this
report. First the conduct of a complete economic census of India covering
rural and industrial production. Secondly the establishment of a central
economic bureau which would not only have an expert staff to study special
problems but would also be a central Intelligence bureau to provide information
on special problems—the position as regards particular crops, information about
other countries, etc., etc. We should like to know whether the provinces would
welcome the central Government starting an organisation like a bureau of
economic intelligence and whether they consider that an economic census would
be of value and whether they would co-operate in undertaking it. . I would like
Dr. Meek to explain in greater detail what is wanted.

Dr. Meek.—In considering legislation, particularly in connection with the
Ottawa preferences and the recent anti-dumping legislation in connection with
Japanese imports, we found considerable difficulty in deciding whether pre-
ference should be upward or downward, because if there was a large amount
of Indian produce which required protection, the tendency would be upwards ;
otherwise 1t. would be downwards. In many cases wehad no information re-
garding internal production, or itsrelation to the total consumption of India,
particularly as regards the smaller industries. We also want to know, parti-
cularly with regard to such questions as currency policy how the agriculturist
spends his income, how much is spent on home produce and how much on im-
ported. Major Jack many years ago made a very useful study in Faridpur
and there are also sporadic surveys of various parts of India. What we would

like is to have these studied, co-ordinated and kept continuously. A letter .

regarding census of production was sent out by Finance Department last August
to local governments. It was mainly as regards large scale industries, that is to
say industries governed by the Factories Act about which there should not be
much difficulty. The difficulty is as regards small scale industries.  Dr. Bowley
and Mr. Robertson’s report practically repeats that letter except as regards
village surveys where they recommend that sampling should be taken at ran-
dom, and they also recommend that as regards urban surveys the work should
be entrusted to as large an extent as possible to universities, I now turn to
the several points in item No. 11.

(@) Information as to the world position in regard to various export crops.—
This is already largely compiled by the Director-General, Commercial Intelli-
gence and the Imperial Council of Agricultural Research and hasa large amount
of information. - :
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(5) We are now pioducing inteljnél trade statistics,

(c} Is the census of production to which I have referred.; As regards
foreign intelligence, we get information from consuls, e.g., telegrams from Siam
about rice and we have Indian Trade Commisioners, one in London and one in
Germany, each covering a wide field, : '

Mr. Boyd.—None of the provinces has money to rspend and we - would
like to know more particularly what Government want. - N :

Dr. Meek.—What we want is roughly what is set out in the letter.

The Hon’ble Sir George Schuster.—We could not expect you to bear the cost
of such a scheme. What we are anxious to secure is your co-operation,. It
ts however very late now and we may postpone the discussion till tomorrow.
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, ] , 6th April 1934, moming: o ]
In addition to the Provincial representatives the followihg were present‘-—
The Hon’ble Sir GEORGE SCHUSTER in the chair. = 4 N
The Hon’ble Sir Fazr-1-Husax.
The Hon'ble Sir Joseru BuoRE.
The Hon’ble Sir Frank Novce.
The following were also present :—
Mr. J. B. TavLor.

Mr. BasparL ,

Bir T. VIJAYARAGHAVACHARYA { Education, Heslth and Lands
Mr, B. C. Burr » Department. ;
Colonel A. OLvER j

Dr. D. B. Meex, Director-General, Commercial Intelligence.

Item No. 11 of the Agenda Economic Intelligence and Statistics.
' (Discussion continued.) '

The Hon'ble Sir George Schuster—We will resume the discussion on item
- No. 11. .

The Howble Sir Archibald Campbell. —We would welcome an organisation
to provide more information, but I would suggest that measures should also be
taken to bring in the States so far as they are ready to co-operate. 1 would
suggest regional representation s covering the ground more adequately than
a provincial orgenisation. There might, for instance, be a representative for
South India. The iden is that statistics should be collected locally and that
he would keep in touch with local conditions as a representative of the central
institution. We have also received a suggestion from the Madras Chamber of
Commerce that there should be a local economic development committee in
Madras, one m mber of which might be a banker, possibly connected with the
Reserve Bank, one 2 business man and one a farmer. The suggestion is still
vague and has not been considered by the local government. TPheir suggestion
‘as regards the functions of this committee is that it should maintain direct

- contact with the central economic bureau, with the Reserve Benk and the,
* Indian banking system, both joint-stock and indigenous, and that it should
- gtudy industrial questions and should take over control of the development
~and agricultural departments, promote regional markets and so on.” As I said
-+ -this has not been considered by us, but it shows the lines on which-certain
~:7:z-gections of commerical opinion are thinking. - As regards the general question,
.+ we would be willing to co-operate subject, of course, to examination of the
details of any scheme. We have at present a statistical officer. :

24 1 The Hon'ble Sir George Schuster—What do you think of an economic

& ~censuy on the lines of the Bowley-Robertson report 2:+ - ..o

The How'ble Sir drhibald Campbell.~~The question of cost:msust be con
sidered, but I myself consider that inf: rmation 18 miost desirable; ¢ Uatil we
have that, there is nothing on which we can build, :
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The Hon'ble Sir George Schuster.—Sir Archibald Campbell has mentioned
various ideas which we must be clear about. First of all, there is the question

_of an_economic advisory committee with non-official representation onit.  We

must distinguish between that and an expert organisation for the collection of
statistics and information. We have given careful consideration in the central
Government to the question of a central advisory committee. In-order to
study the matter thoroughly we got Sir Arthur Salter to come out two years
ago, in order to advise us in the light of the experience of other countries. 1t
has, however, not been considered advisable to take any action yet. In the
first place the times were not propitious for getting together 2 really represen-
tative committee to ca-operate with Government. In the second place there
are great practical difficulties in the way of such an advisory committee for the
central Government. Tt is diffioult to see how it could avoid touching on

. major questions of policy, on which the executive Government can hardly

share its responsibility with a non-official advisory hody. On the other hand
if such a body wished to give advice on such matters and Government refused
to-take it, the committee would either break up or sink into the position of a
mere debating society without any authority in the country. I might give sh
illustration. If we had set up such a committee, it is almost certain that they
would have wanted to discuss our currency policy, a matter which we must
decide ourselves. That is why in most countries such committees have, in
practice, not played any effective role. Governments have been reluctant to
make nse of them because they mey trench on major questions of policy which
it is for Government itself to decide about. While that has been the difficulty
as regards the central Government, I am inclined to think that in the case of
the provinces the same difficulties are not fikely to arise. This whole question
has not yet been considered by Government of India, but my purely personal
opinion is that we in the centre should have an expert economic staff something
on the lines suggested by the Bowley-Robertson report warking with the Kcono-
mic Sub-Committee of Council ; but that advisory committees would be useful
in the provinces and that representatives of these might hold 2l}-India con-
ferences from time to time. I should like the views of the provinces on this.

As regords the other side of the problem, statistics and commgreial intelli-|
gence in the provinces, I should like to hesr De. Meek. st

 Dr. Meek.—As tegards the expansion of commercial intelligence locally
we had an elaborate scheme in 1920 providing for Directors of Commercial
Intelligence under the Director General in Caloutta. There was to be a Direc-
tor in Bombay and local intelligence officers in Madras and Rangoon. - They
functioned for a short time and then were retrenched. The suggestion of
Sir Archibald Campbell is really for the development of that 1920 scheme.

The Howble Sir George Schuster.—What is your experience in Caleutta ?

Do you find that the Bengal Gove nment make much use of your department

owing to the fact that the commercial intelligence branch bappens to- be in

Caleutta.

Dr. Meek.—It is not so much the govermment which finds it useful as the

. commercial community. Undounbtedly by having an office in Caloutta we are
" able to give greater individual attention to that part of the countty.



-

68

As regards statistics, the Bowley-Robertson report says, that éach local

government should have its own statistical branch and that the central Govern-. .

ment should collect and tabulate figures which it receives {rom them. They
also suggest that the States should be invited to come in. o .-

' The Hon’ble Mr. Blunt.—I am afraid that T have only had time to read
two chapters of the report very hurriedly, but there are several points
which strike me. In the first place, there is the suggestion that figures ot caste
should be omitted in the population census. I can conceive of nothing more
fatal. The-economic situation is to a large extent governed by the social

v

castes-have; for instance, traditional occupations, and to ignorc changes in that

direction would be dangerous. These questions are also becoming more and
more: important politically, as for example, with reference to the growing
importance of the depressed classes problem. Castes are by no means immut-
able ; and information about their development must be kept up to date.
1 know of a case, for instance, where a section of a primitive and depressed caste
has now reached the status of Rajputs and is accepted as such : they inter-
marry with other Rajput castes and have Brahmin- pricsts. '

As regards the rural survey, I am certain that if villages are chosen at
rarid6m in the manner suggested, the results will be misleading. The economics
of a village differ greatly according to its circumstances, not only its natural
circumstances, but the proprietary rights, the tenures and the caste of the culti-
vators: It will be impossible to secure samples of all kinds of village by chance
selection.- Nor is the number sufficient. In connection with the United Pro-
vinces Banking Enquiry Committee we conducted an investigation by ques-
tionnaire in 2,700 villages as against 200 suggested in this report. On the other
hand, the cost need not be so high in the United Provinces as the report suggests,

Advisery councils should be uscful so long as they keep to advice. Un-
fortunately our Uniled P.ovinces Economic Committee, which is very
lerge and has too large a theoretical element, is supposed both to imitiate
investigations, and to consider the results : and as there ars five professors of
economics on it, wecould generally count on at least four minutes of dissent
on any resolution regarding any investigation. 1 consider that the actual
work should be entrusted to executive bureaus with the advisory council
confined merely to giving advice.

‘The How'ble Sir George Schuster.—Dr. Bowley and Mr. Robertson are

against. economic councils. What T said. just now represented my personal
view. . = v ,
Dr. Meek.— As regards random sampling, if you take enough villages,

random sampling must give, from the point of view of statistical theory, more -

saiisfactory results.

The Howble Mr. Blunt.—My idea is that a series of typical vﬁlagés should

Ve . . -
be carefully chosen from each homogeneous area for intensive surveys. We
already have such homogeneous areas in our assessment circles. The villages
in them are themselves largely homogenous. as regards size and population.

We shiculd also collect facts and figures on the basis of a questionnaire from:a’
muph‘larger numiber of villages in each arca ; which facts and figurés would then™
be interpreted in the light of the intensive surve) s made in that area. RTINS

I: The -Honwble Sir Ghulam Hussain Hidayatullah.—Wg are'mfa\our “of 8
central - organisation. ' _ s Lot

" Mr. Boyd.-—With reference to the rematks of Mr. Blunt, T-would like to
say that in the Punjab we had to’scrap several of our original village surveys
because the investigators had-not been sufficiently trained. I prefer Dr...

" Bowley’s scheme.

Mr. Townend.—The position of the Bengal Government is that their -
finances preclude any further expenditure on statistics. If, however, co-"
operation involves no additional expenditure they will be pleased to co-operate.--
Statistics in Bengal are very dcfective. o Sy

We have a Board of Economic Enquiry but so far it has held only one s
meeting and it is thus too early to say how it will work ; my own impression
was that the number of its members, twenty, was too large for convenience of -
discussion, and it seemed to me that certain of the members shewed - a ten-. .
dency to wish to advise on matters of policy which were really more-for the
Legislative Council. It is intended, however, to work chle.ﬂy’ through subs. -
committees and one of these is to examine and report on statistics. )

The Hon'ble Sir Henry Craik.—1 would like to add that we would welcome
such a department at the centre and could, I think, organise a corresponding -
Provincial department which ought to be able to co-operate. I personally
foresee no great difficulty or cost in adjusting our existing organisation so as to -
provide such a statistical bureau for the province. As .regards 'the economic
census, we have had for some time a Board of Economic Enquiry under the .
chairmanship of Mr. Boyd ; it is a distinctly practical body. We have also
conducted a number of village surveys. Mr. Boyd would be ina better position
to explain. R

Mr. Boyd.—I consider that the scheme for an economic census is perfgqt]y K
practical, provided that you are not in too great a hurry and provided your
surveyors are carefully trained. We began with raw graduates fresh from the -
universitics and in many ¢ases found that the .WOI‘k was useless and had to be ..
scrapped. The investigators must be well trained and they must be properly
supervised throughout the enquiry. We have also begun some urban-en-. .
quiries ; for instance, we had an enquiry last summer about the condition of -
Simla rickshaw coolies. As regards village -enquiries, our general procedure is
to put in the investigator to live in the village for a considerable period. “His ,
workis supervised by a member of the board or some expert in the subject.
When his report is ready it is scrutinised by a sub-committee of the board of
economic enquiry, who visit the village under investigation and examine the
work of the investigator ; thereafter the report is edited by one of the membgrs o
of the board. ' R

The How'ble Sir George Schuster—Presumably the Punjab Government 5
are definitely of opinion that these enquiries are of value since they are contimu- "~
ing them. ; L

Mr. Boyd —We have not found them of great practical value for our day’
to day work, but once collated they probably will be, for comparison of ’co'n'dx/-}
tions from year to year. It would also be of great value if other provinces had "
enquiries on similar lines so that we could compare our results with those of
other provinces, .

-y
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-2 Tg Hon'ble Mr. Bell.—Our actual experience in Bombay as regards village
‘surveys has’been somewhat unfortunate. I had practical experience of this
when I was revising a revenue settlement. Irecommended that the assessment
of a certain area should be enhanced. On the otherhand, an enquiry conduct-
ed by the. Agricultural Department, published under the auspices of the

" University, produced figures to show that in that area agriculture was so un- .

_profitable that the cultivators had to have recourse to other occupations to
“make up the losses incurred in it. Also as regards the cost of production of
‘sugarcane, Government had to edit very carefully the cost of production
figures collected and the conclusions of a senior officer of the Department.
Thus, such enquiries may prove a source of considerable embarrassment to
.‘Government. We have found them of little assistance in mtceting genuine
. practical difficulties. »
i ‘Mr. Boyd.~1 may also explain that we paid these investigators Rs. 175
" & month ; they are all graduates in economics ; and another important point is
* that they get a bonus when the enquiry is completed and has been pronounced
. good. - "

PR The Honble Mr. Gordon.—What is the cost of your Board ?

77 My.Boyd.—1It is difficult to say ; as the balance is carried over from year
toyear. Thisyear we have budgeted for Rs: 18,000in addition toour balance
- of Rs.33,000.  We have three trained investigators and one beginning to learn
- the .work. . , '
" Mr. Lloyd.—We would welcome a central organisation and our position i8
" gimilar to Bengal, We cannot contemplate additional expenditure. Our
- Director of Statistics has conducted certain investigations mostly into the
% “post ‘of living of the labouring classes in Rangoon. Our retrenchment com-
mittee has now put up a proposal for the retrenchment of his post. ~As regards
_ an economic census, I am not in a position to'say anything. We should in
" Burma have to begin right at the very beginning by training investigators.

"+ Mr. Hubback.—The Bihar and Orissa Government will probably support &
central organisation, but we are not ourselves in a position to spend money.
If the money could be put up by the Central Government, we would certainly
© * co-operate. In the immediate future of course we could do nothing because
our officers are all fully occupied with clearing up the consequences of the
. earthquake. We have not yet considered an economic advisory council or a
" board of economic enquiry. As regards a census I agree that careful-Pre‘h-
' minary training is necessary. My experience as chairman of the provineial
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if we have to improvise thé large staff which will be required.: Reports com-
‘piled under such conditions may . be useless and it will be . wiser to proceed
-more slowly and by stages. : R
The How'ble Sir George Schuster—Obviously such enquiries must be simul-
toneous because it would be impossible to compare the results of one year in
one village rwith those of another year in another.. At the same time a
longer period might be taken over the preparztion. 1 would, however; like to
make it clear that the report has not been considered and willhave to be thrash-
ed out with provincial Governments. : T e

The Hon’ble Mr. Gordon.—We would welcome a bureau or central organi-
zation; which would provide information on heads (a), (b) and (c), but-asregards
setting up a statistical office we must know to what extent we would be -com-
mitted. As regards the Bowley-Robertson Report, 1 would like to reserve
judgment. I consider personslly that the difficulties indicated by Mr. Boyd

“in'the Punjab will be ten-fold greater in- the Central Provinces .where we
have not had such surveys, and I do not know how we will train the staff. to
do as many as 200 surveys or who will be able to supervise them. Fulse results
will be much worse than no results at 2ll. 'We must be prepared: fo face the

- fact that the ordinary villager will give an answer according to what. he thinks

~ the investigator is after. R -

The Howble Mr. Laine.—1 feel sure that Assam will welcome*a central
orgenisation. Assam is not mentioned at all on page 20 of the Report; I
presume that this does not mean that our co-operaration is neither contemplated
nor desired. In any cese I must stress again the financial limitations of our
position. If as seems likely, the survey contemplated will involve .consider-
able provincial expenditure, we are not at present in a position to fa,cefi‘tj,,;nor
are we likely to be so for some years. ' e ’

The Hon’ble Mr. Gordon.—I would like to add that wé have étanaing
hoards for agriculture and industry which would be capable of teking the
‘place of a local organisation, which is hardly necessary in the - Central Pro-
vinces. - Tt

 The Hon’ble Sir George Schuster.—Could Dr. Meek Jet us hé.ve_é.li"é"st-iihate
of thecost ¥ o SRR

" Dr. Meek.—As regards the census of production, the collection and check-

" ing of the production of factories under the Factories Act is not likely to cost

* " 'Banking Enquiry Committee was that such investigators must be given a
" definite task and that they must be carefully supervised. We found that
~ about 50 per cent. of the stuff produced was quite useless because the investi-

gators were neither trained nor adequately supel:vmed. As regards rapd(?m
«- sampling, I have done a certain amount myself in connection with the rice

: much ; a small additional staff may be required for collation. The rural gurvey

" is likely to cost more as a statistical officer. will have to be appointed and guper-

_ visors on the.analogy of the ordinary decennial census. The urban’ suiveys
- will not, be so expensive or numerous as the rural. -

.. .crop. Iagree generally with the views expressed by Mr. Boyd on this in pre-
-.,.-ference to those of Mr. Blunt. S o - L -
U Phe How'ble Sir - Henry Craik.—On page 14 of the Bowley-Robertson
Report I see a time table set out. I would like to poigt out, thengra"{g'\dgnger

The How’ble Sir George Schuster.—You have been dealing: with #pecial

- surveys. - I accept the position that provincial Governments at present cannot

gontribute large sums. , What will be the cost of the other work, 1.¢.,-“Imain-

/» #aining; permanent statistical: orgauisation with statistical departments in the
provinces which can co-operate with-the'centre 8 ..; ... . . :

RS ENl
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-~ Df; Meck.—There is already a good deal being done in various provinces
for instance by the Labour Burcau in Bombay regarding cost of living and
employment. I do not think that (az) and (b) would require any additional
stafl, What is primarily required is co-ordination.

' The Hon’ble Sir George Schuster—That finishes item No. 11. It is clear
that we cannot discuss it fully, but it seemed desirable to take advantage of
this conference to elicit opinions, and I have gathered the definite impression
that all provincial Governments feel the need of better information on economic
subjects. '

Items Nos, 9 and 10 of the Agenda. Other Government measures.

_ The Hon’ble Sir George Schuster.—I will now turn to items 9 and 10. We
obviously cannot discuss these in any detail; they have mainly been brought

* on to the agenda to make the picture complete. If, however, provincial Govern- -

ments have any particular points which they would like to bring to our atten-
tion, would they please do so ?

. The Howbdle Str Archibald Campbell—We are interested in such tarift
questions as ground-nuts, rice, hides and skins.

The Hon’ble Sir Ghulam Hussain Hidayatullah.—I would merely like to
draw attention to the cumulative effect of the various tariffs on the condition
of the agriculturist.

‘Mr. Townend.—The Bengal Government have instructed me to point out
that the policy of discriminating protection necessarily presses hardly on the
cultivator .because it raises the price of articles, like cotton piece-goods, cor-
rugated iron, implements and to a certain extent sugar, which he cannot him-
‘self produce. He has been faced by a rapid fall in the price of his produce and
at the same time been deprived, owing to the duties, of the benefit of a fall in
‘the price of the manufactured articles essential to him. In some other pro-
‘vinces the cultivators have been helped by the duties on wheat and sugar ;
but there is little wheat or sugar-cane grown in Bengal and there is no duty to
help jute. From this point of view Bengal is a consuming province.

... .The Hon'ble Sir George Schuster.—It is not necessary for provincial repre-
sentatives to go into details regarding the effect of tariffs. The Government
of India are already aware of the views of the Government of Bengal.

" The Howble Mr. Blunt.—1 have nothing more to say than what has been
stated in the United Provinces memorandum. As regards education, we have
“pointed out the difficulty of early withdrawal from schools. The cultivator thinks
of education in terms of man-power. A school tohimis merely a creche, where
he can keep his children until they are old enough to earn wages.

‘The How'ble Sir Henry Craik.—In the Punjab we have devised a system
of bringing land revenue into correlation with fluctuations in prices,

The Hon'ble Sir Jogendra Singh.—1 do not wish to discuss™in detail the
question of provincial finance and in particular the distribution of sources of
revenue. The Layton Report, for instance, allocated exc'se to the provinces
and we may well claim excise duty on sugar and matches. ‘

3

“to My Lloyd—In Burma we have explored the possibli'lni't)}’ of new
taXation but without much success. I would also like to repeat what the
other provinces have said about tariffs pressing on the agriculturist.. Burma
has a general grievance in the effect of tariffs on her people, but, I do not think
the agriculturist is specially affected. R

Mr. Hubback—Y ou know the attitude of our Government on the additional
salt import duty and I need not enlarge on that. o

The Hon’ble Mr. Gordon.—As regards tariffs, we are principally interested
in the suggestion made by Madras regarding rice, but that will be discussed
later.

The Howble Mr. Laine.—In Assam all that we can say is that we have
pared expenditure to the bone and even beyond it. We did consider some

* time ago whether it would be possible to change our land revenue system

80 as to make it more responsive to fluctnations in prices, but came to the
conclusion that a change of policy on these lines would not be feasible without
upsetting altogether our present land revenue system, which has on the whole
worked satisfactorily in the past. ,
Colonel Noel.—1 would like to raise the question of refund of
duty on oil used for machinery. I am particularly referring to the use of
paraffin in Fordson tractors. : o
The How'ble Sir George Schuster.—This is a point which was considered
by us when we were introducing legislation before Christmas to prevent imports
of Rumanian oil at the low rate of duty. _ .
Colonel Noel.—That was with reference to oil for Diesel engines but Diesel
engines are beyond the purchasing capacity of the agriculturist and I was
referring to the cheaper Fordson tractor which works on paraffin. s
The Howble Sir George Schuster.—1f your Government will address us
we will look into the matter. ‘
The How'ble Dr. Narang.—Has the question of the export of bones been
considered ? :
The Howble Sir Frank Noyce.—I would refer to you to page 92 of the
report of the Royal Commission on Agriculture.

. Discussion of Special Subjects mentioned by various Provinces—Wheat.

The Howble Sir Yeorge Schuster.—On this last day we proposed to consider -

‘any special questions which provincial representatives wished to be brought

forward. The case of wheat has been mentioned by the Punjab and Mr. Burt
has prepared a memorandum on the subject which is before you. I will ask
him to let you have his views. ] :

” My, Burt.—There is, very little which I can say in addition to what
hias been put inthe note. The difficulty is that India has been ablé to keep
its internal price well above.world parity. - We do not know ‘what our con-
sumption is but so far surpluses have either been carried over or consumed
M47FinD L
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internally. 9-4 million tons on an average over three years have been absorb-
ed without apparent difficulty. This year’s estimate is 9% million tons, but
it seems likely that it will be exceeded and may be as much as 104 millions.
It is a question whether anything can be done for export. 22 countries have
been considering coming to an agreement on the question to restrict produc-
tion and to limit export by quotas, etc., while the importing countries have
agreed not to take measures artificially to increase production. Any artificial
measures by India to encourage exports would be in opposition to this policy.
In any case Punjab prices are entirely out of parity. The present price of
Australian wheat in London is 21 to 22s. a quarter, that is to say the equivalent
of 1/4 per maund Karachi or less than a rupee in the Punjab after allowing for
freight.

To my mind the only realremedy is to work for a greater diversification
of crops. There seems to be too much wheat grown, possibly even from the
purely agircultural point of view. In Sind it should be pessible to promote
the cultivation of Soya bean and in the Central Provinces linsced. Another
possibility is to grow more vegetable fodder to feed live-stock.

Myr. Boyd.—We should be very glad to have a note from Mr. Burt
on this subject, particularly with reference to the encouraging of fodder as
we are revising our water rates, and it may be wise to keep down rates for
water for growing foddder if this seems economically desirable.

The How'ble Sir George Schuster.—1f such a policy were to be followed the
question arises—what is the possibility of getting an outlet for an increased
supply of animal products ?

My. Burt.~The first use would be for our internal market where there is a
large demand. We import condensed milk and butter, the latter, it is true,
not in large quantities. Oh the other hand there is definite under-consump-
tion of ammal products in India.

The Hor'ble Sir Gearge Schuster—Can you say with confidence that you
can produce a plan ?

Mr. Burt.—] think hat the Imperial Council of Agricultural Research
together with provincial representatives could work out a scheme.

The Honble My. Gordon.—1Is there any definite information about linseed. -

My. Burt.—The position as regards exports to the United Kingdom is
very satisfactory. Our chief competitor is the Argentine hut we now have
the Ottawa preference of a pound a ton. The United Kingdom market
imports annually about 500,000 tons. This year they will take 450,000 tons
and it is unlikely that we will be able to export more than 254,000.

- The How'ble Mr. Bell—This has a considerable bearing on the rates which
we should charge for water, as apparently we should discourage the growing
of wheat and rice and encourage the growth of linseed and adjust our water
rates accordingly.

The Howble Mr. Blunt.—The same applies to the United Provinces but as

regards fodder, it seems to yne that the first necessity is to get a better type
of cattle to feed, :
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Colonel Olver.~-This is the crux of the whole situation and I do not think
that it js realised howlarge a part of agricultural wealth animal products

“represent in other parts of the Empire. I have calculated that the value of

&gricultural produce in the United Kingdom and the British Empire is £1,000
mullions of which two-thirds is derived from animal produce. Animals also serve
a useful purpose in maintaining the fertility of thesoil. Asregards I\.Ir. Blunt’s
question, I would reply that you Will never have better cattle until you can
feed them better.

The Honble Sir Jogendra Singh.—There is the most urgent question of
human nutrition. The solution of the wheat problem seems to be to increase
consumption in India by increasing the purchasing power of the people.
This can be done if We in the first place relieve the people of their heavy load
of debt, and by releasing foreign money put more in circulation thus increasing
the purchasing power of the people, leading to increased demand and produc- '
tion,

The Howble Sir Fuaxl-i-Husain.—Do you propose to reduce the price of
wheat to enable the population to buy more ?

The Howble Sir Jogendra Singh.—1 would give them more money. As
segards the alternative crops, the scope is limited.

The Honble Sir Henry Craik.—This is by far the most important practical
problem from the point of view of the Punjab, When the price of Wheat fell
to 1/6 in 1981 we suffered a loss of revenue of 1,20 lakhs. The price is now
nearly down to 1/8 andlooks like going lower. The Punjab peasant has so
far faced the prevailing distress with amazing courage, but it is 'doubt-
ful whether this can be expected to go on indefinitely and I would impress
upon you the supreme importance of keeping this class of the population
contented and convinced that Government is their friend. Changing over of
crops is a long process, particularly with a conservative peasantry like that of

the Punjab.

The Howble Sir Frank Noyce.~—But look atb the spread of the cultivation
of groundnuts.

The Howble Sir Henry Craik.—Wheat could not be supplanted in Jess
than ten to fifteen years and We must be very sure about the alternative crop.
The immediate problem is Whether We can do apythmg to keep up wheat
prices. I have a note here from which T would like to quote. The Punjab
used to export 860,000 tons a year. At that time the do;neslmc consumption
was calculated at 110 seers a head. If thesame amount is still consumed, the
exportable surplus would be 850,000 tons, but for the last four years only

" about 400,000 has been exported and this year Sind is cutting us out and it

2-alv that we will be able to export more than 150,000 tons, New
Z(iftlgiiz: xnligiklgjcs must therefore be found either abroad or in India. Would it
be possible to lower railway freights ? Yo far as Karachi is cqncerned, 'I am
:nclined to think that this Would be useless but I would be glad if the Railway
Board would co-operate with us in examining the possibility of developing the

Bengal market.
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Mr. Burt—The adaptability of the Indian peasantry is greater than
we sometimes suppose. In Berar 55 per cent. of the area was under cotton,
the greatest density that I know, and yet it was materially cut down and
jowar substituted. A ten per cent. reduction in the Punjab wheat would solve'
the problem.

The Hon’ble Sir George Schuster.—If there is over-production of wheat in
relation to other crops, the worst thing to do is to conceal the situation. The
Punjab representatives have asked for measures to revise the price of wheat

but that would.merely stimulate production not only in the Punjab but in’

Sind and elsewhere. That, if thereis really too much being produced, would
merely make the situation worse. What we really have to face now is the
question of regulating production. India hasso far escaped the necessity of
any deliberate measures for this purpose, unlike practically every other country.
Look at the difficulties which other countries have had to face. Java, for
example, before the Chadbourne agreement used to export 2,900,000 tons
of sugar ; under the Chadbourne agreement it was cut down to 2,500,000 tons
but now its total production for export has been reduced to about 500,000 tons.

. Mr. Burt—1I would also point out that malting barley is worth con-
sidering in the United Provinces as an alternative crop, also the develop-
ment of linseed and cattle and dairy produce in the west. San hemp might be
developed in Rohilkhand. We are not contemplating any catastrophic change.
In answer to Sir Henry Craik for example I would point out that a 10 per
cent. reduction in the area underwheatin the Punjab would give a reduction
of 300,000 tons which would meet the needs of the case on his figures.

The Hon’ble Mr. Blunt.—1f there are crops which we can profitably subs-
titute for wheat, we are not likely to find serious difficulties as to adaptability.
For instance, our cultivators are now growing far more cane than they used
to grow : whilst in 1918-19, as a result of the civil supplies operations, there
was a great change not only in the cropping but the.diet of the people. Redue-
tion of wheat in the United Provinces would then help the Punjab, where
apparently adaptability is less. I would point out that freight constitutes

-8 large part of the cost in export markets, as much as 69 per cent. in one case.

The How'ble Sir Henry Craik.—We do not know whether railway freights
actually prevent our wheat reaching any particular market, but the fact re-
rrains that we have lost half and look like losing four-fifths of our export.
We would like the Railway Board to help us to discover where there is any
lccal deficiency. There is the possibility that increased trafficat lower rates
would pay. ‘

The Hon’ble Sir George Schuster.—The Railway Board will be most ready
to go into the whole question but you must remember that your real quarrel
is with Sind.

Sir Guthrie Russell—We entirely realise the desirability of cheap railway
freights, but even for next year we caleulate that we will be 5} crores short of
what is necessary tomeet ourinterest and other charges. I have a note (vide
annexure 1I) here which shows that if we reduce freight on wheat by 25 per cent.
and assume an average lead of 400 milesthe gain to the cultivator would only. be

17

onerupee per acre while we would want in order to reduce the balance an increase
intraffic of 75 per cent. between Lyallpurand Karachi or of 50 per cent. on a
basis of a 400 miles average lead. As regards cotton a reduction of 25 per cent,
in the railway charges would only benefit the cultivator to the extent of six
annas per acre ; a reduction of 25 per cent. on wheat would mean a loss of half
a crore to the railways, As regards the Calcutta market, a reduction in freights
would not help you unless it was extraordinarily large, otherwise owing to the
slackness in world trade and the consequent cheapness of sea freights Sind
would still be able to cut you out by sending the wheat to Karachi and shipping
it to Caleutta. "We would therefore have to impose a differential rate against
Sind wheat to Karachi, a step which wounld be strongly resented by Bombay
and which could not be considered as justifiable. I agree that when on a
previous occasion you guaranteed us against losses, there was a certain in-
crease in the traffic to Calcutta but at that time you were not in a competition
with Sind to the extent that you are now.

. My. Colvin.—1 think some 70,000 tons were sent last year by sea from
Karachi to Caloutta.
The Hon’ble Sir Henry Craik.—That is all very true, but 1 am looking to
the probability of having to remit one and half crores of revenue.

Sir Guthrie Russell. -1 am prepared to put an officer of the North Western
Railway on special duty to go into the question with one of your officers to see
whether any local markets can be supplied.

The Hon’ble Mr, Gordon.—On the general question of a change over from
one crop to another we think that we can influence such a change over fairly
rapidly. But before we attempt to persnade the cultivator to substitute
one crop for another we must know exactly where we stand. If all of a sudden
every one changes over from wheat to linseed, we may saturate the linseed
market and the cultivator will then have no market for the increased production
and will say that we have let him down. Would it be possible for the central
organisation to give us information as to the world position for linseed so
that we can see how we stand? Possibly the Imperial Council of Agricultural
research could indicate a quota up to which each province could safely work
in the direction of the substitution of linseed for wheat.

The Howble Sir George Schuster.—Would it be possible for you, Mr. Burt,
to get out a review of the position and hold a conference of Directors of Agri-
culture ? There is essentially the same problem as regards rice.

Mr. Burt approved the suggestion and the conference expressed general
assent. '

The Howdle Mr. Bell—The question iz also important from the

- land revenue point of view, because we might be able to influence the change-

over by refusing remissions. I therefore consider that land revenue officers
should also attend.

The Howble Sir George Schuster.—We are therefore agreed that there
should be a conference of Directors of Agriculture along with land revenue
officers from the provinces wishing to send them. In order to reach a decision

in time for next year’s crops, the conference should be held as soon as possible,
about the end of May, .
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Mpr. Lioyd.—We are not much concerned unless rice comes in ; if so, we
most decidedly are.

The Hon'ble Mr. Laine—Assam does not seem to be concerned.

Colonel Noel.—The North-West Frontier Province would probably be
represented by the Punjab. ’

The Hon’ble Sir George Schuster.—Has anybody any more questions to put
to Sir Guthric Russell ? :

The Howble Sir Archibald Campbell.—1 would like to mention the follow-
ing questions which have been put to me. - In the first place we realise the
difficulties of the railways but have they borne in mind the danger of high
freights driving traffic on to the roads ? It has also been suggested that they
or other organisations should consider the creation of regional markets. Third-
ly, there is the possibility of sending fruit such as plantains to Northern India.

Sir Guihrie Russell.—Those questions are all carefully watched. We quite
realise the danger of road competition and are glad to see a provincial Gov-
ernment realizing our difficulties in the matter on the second point. Eighteen
months ago I sent a letter to all the railways asking them to get into co-opera-
tion with local merchants. As a result there have been meetings in Bombay
and Calcutta and I think that there will shortly be a discussion also in Madras.
As regards fruit, we are perfectly ready to supply facilities if the traffic comes
forward. .

The meeting adjourned till 2-30.
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6th April 1934, afternoon.
PRESENT :

The Hon’ble Sir GEORGE SCHUSTER in the Chair.
The Hon’ble Sir FRANK NoYCE.
Mr. TayLOR,
Colonel OLVER.
‘Mr. Burr,
Discussion on Special Problems continued.
Rice,

The Hon'ble Sir George Schuster—We will now discuss the qﬁestion of rice
which has been suggested by Madras. Would Mr. Burt please let us have his
views ? :

Myr. Burt—I would like to add some supplementary figures to the note
which is before you, Unfortunately it was not found possible to print all the
statistics attached to that note, and as a result it ends somewhat abruptly. The
area under rice in India in the past five years has been as follows :—

1929 .. .. .. - .. .. 806 million acres.

1930 . .. .- Ve .. 828
1931 e - .. . .. 843
1932 .. .. .. .. .. .. 827
1933 . . .. .. .. BL97

There has thus been a contraction in area if anything, but the central feature
from the point of view of India is the contraction of our eastern markets. Java,
as a result of the glut in sugar, is rapidly turning to rice, as also is Malaya.
It is the development in the East which makes us anxious about India’s exports
in future. The remedy seems to beroughly the same as for wheat, but there is
this difference that the position is not yet acute and we have time to plan.
The first essential seems to me to be to stop the artificial stimulation of the
growth of rice in India. In Southern India all irrigated lands seem to be
regarded as earmarked for rice.

The Howble Sir Archibald Campbell.—1 do not think that is altogether

" correct. We are trying other crops and in the Mettur project area, for instance,

we are trying sugar in rotation with paddy. In our present projects also we are
trying to provide for irrigation for dry crops rather than rice. It is not quite
correct to say that our area under paddy was steadily increasing up to the time
of the slump and it is doubtful whether it is necessary to take any further steps
to discourage the growth of paddy in Madras. , For our province as a whole we
still import. We do not produce all our requirements and we 'might aim at
becoming self-sufficing,
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My. Lloyd.—In Birma we cannot escape from the rice problem because
there is no crop which can be substituted. As to the possibility of sugarcane,
in Myitkyina district a sugar factory has been erected, but the Burman regards-
rice as the summum bonum of cultivation. We have a large exportable surplus,
approximately 3} million tons. Ifwe increase the production of sugarcene,
there is the danger of creating a vicious ciréle. By promoting the substitution
of rice for sugarcane, the sugar market may be glutted equally with rice.

The How'ble Sir George Schuster.—So far as the world position goes, the glut
in sugar is certainly worse than rice. :

The Hon’ble Mr. Gordon.—The report of Mr. Burt is very disquieting. In
the eastern districts of our province we have no crop which we can substitute
for rice. The Agricultural and Irrigation departments have been doing their
best to make ten grains of rice grow where one grew before and thus accentuate
the problem.

Mr. Burt.—That is the ditficulty in India. There sre large areas of natural
rice lands which can only be used for rice. That is why it is so important that
other lands which can be used for other crops should not be artificially devoted
to rice.

The Hon'’ble My. Laine.—Apart from special erops like tea, Assam in the
past has been mainly a rice-growing country but immigrants from Bengal
have in recent years taught our cultivators the value of alternative and supple-
mentary crops. What we want mainly are crops which can be grown quickly
in flooded areas where the rice crop has been washed away, and it is oo late
0 re-sow rice.

My. Burt.—In flooded areas in Orissa we obtained some success Wwith
quicker growing pulses. I will supply you with information about this.

The Howble Sir George Schuster.—What are the possibilities of export
to the United Kingdom ?

My. Burt.—The United Kingdom is quite a small market. The average
imports are about 125,000 tons of which we get a very goodshare. In 1931
we gave them 44, in 1932, 57, and in 1933, 68. If we can get a preference on
paddy as well as on polished rice, this should be still further developed.

The Hon'ble Sir Archibald Campbell.—What about tariffs ?

The Hon'ble Sir George Schuster.—I am not in & position to say anything
more about tarifis than what is said in the note. We also considered the
question of the export duty but that is such & long-established thing that we
felt doubtful whether its abolition would give much benefit to the cultivator.
1ts abolition might also create certain difficulties for the trade which relies on
the certificates given by our customs officers. The position as regards rice,
therefore, seems to be es entially the same as wheat, and it might be considered
at the conference of Directors of Agriculture and land revenue officers, on
which we will be addressing you.

General Discussion and Conclusions.

The Howble Sir George Schuster.—As no province wishes to raise

any other question, we have now reached the stage where we can:

8l

review our progress. As regards agricultural indebtedness, it is not
easy to summarise the resultsof the discussion, but it is essentially your
subject, and the object of the discussion was to enable you to exchange ideas,
The United Provinces seems to have the most completely worked out plan and
Bengal the most ambitious plan, but that has not been worked out and may
emerge as a considerably less ambitious plan. The generalresult of the discus-
sion seems to be the desirability of provinces getting into touch with the action
taken hy the others. In our letter on this conference we will consider and
make suggestions how this can be done. :

The most definite result seems to bethe decision to have a big drive ab
marketing as offering the best prospect of definite results. We have a special
expert coming out and I would like to sound your opinion on possible lines of
action. I am now giving my personal views. Of course I have not had time
to discuss these with my colleagues and the matter would also have to be
referred to the Secretary of State. Suppose we could find twenty-five to
thirty lakhs for, say, a five years plan for marketing. If each province had a
marketing officer, we could help with grants. Three provinces have already
made such provision. I have a note by Mr. Burt which shows that a good deal
could be done in making astart with comparatively small expenditure. The
grants will be to set things going. Later on we would hope that further deve-
lopments would be financed by the industries themselves by a cess. We wish
to produce some practical result from this conference which will be apparent to
the public, and this seems the most promising line of action.

The Hon'ble Sir Archibald Campbell.—We alfeady have a marketing

. officer.

The How’ble Sir Ghulam Hussain Hidayatullah.—We will certainly consider
the proposal, but I must make it clear that it will be difficult to get the consent
of our Council to any expenditure in view of the financial position.

The Hon'ble Nawab Farogui.—I am not in a position tocommit my Gov-
ernment. Personally 1 think that the idea is a good one.

The Hon'ble Mr. Blunt.—J am not sure whether in the budget we have
actually made provision fora marketing officer, but the proposal is approved,
and we can easily put in a supplementary grant; and 1 do not think that our
Council will object. :

The How’ble Sir Henry Craik.—1 have already said that we welcome such
a scheme, and we are appointing an officer to do the preliminary spade work,

Mr. Lloyd.—I have no instructions and I am afraid that with all this talk
of retrenchment I cannot give any indication that we will be likely to come

in. .

Mr. Hubback.—I am in the same position as Mr. Lloyd, but T will put the
proposal before my government. Iam afraid that it may be difficalt to get
money.

The Honble Mr. Gordon.—I also cannot commit the Central Provinces
Government, but if the proposal can be put before the Council on the ground
that it is a good investment, we may be able to get funda voted.

M47FinD : X
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~ The Hon'¥le Mr. Laine—I am afraid that Assam is not at present in a
position to spend anything in this direction. :

Colonel Noel.—I am not in a position to commit my government. -

The Hon'ble Sir George Schuster—-Our idea is that for the provinces it
would not be necessary to recruit outside experts as marketing officers ; in fact a
local man would be better than somebody from outside. If intensive action
was found to be possible, we might recruit a second outside expert at the centre,
We will consider this question and will try to put something before the pro-
vinces as soon as possible.

» The next actual result is the decision that a conference should be convened
at an early date of Directors of Agriculture and land revenue officers to con-
sider crop planning.

As regards publicity, we have done nothing. We thought it desirable not

to say too much about this conference because we did not wish to arouse

- great expectations until we were sure of our ground. 1If, for instance, the im-

pression got about that this was a conference to relieve agricultural debtors,

- difficult situation might be created. But it will be necessary to publish some
-sort of a-general review:

The Howble Sir Henry (ratk.—Will you be able to make any announce-
~.ment abont mortgage banks and to say that the question was discussed ?

- " The Hon'ble Sir George Schuster.—That really depends on whether the pro-

“vincial governments can put any concrete schemes before us. We have made
1t clear that we will do what we can to help any really business-like plan
put up by the provineces.

Mr. Wace.—1I doubt whether we can produce any cut and dried scheme.

- You will remember that T suggested that a foreign expert shonuld be attached
to the Reserve Bank.

Mr. Taylor.—We must be very cautious because while the financial

_problems in connection with the creation of a land mortgage bank are rudi-

mentary, the real difficulty is that of the transferability of land : how the bank

- will get decrease and execute them. If we could solve the difficulty of realising
the security, we could produce half a dozen schemes for mortgage banks,

Myr. Hood.—Our experience in Madras strongly bears this out. Even in
Madras where there is no restriction on transferability we have been able to
touch only the fringe of the problem. In four years we have only given out

- ‘about thirty lakhs. A large number of applications have had to be rejected.

The Hon’ble Sir Ilienry Craik.—Something might be said to the effect
- that the question of land mortgage banks was considered.

, The Hon’ble 8ir Georre Schuster—The drive in this matter must come from
the provinces. We will be prepared to consider schemes which you put up. In
~ this connection it seems to me that the United Provinces might find such a bank

- desirable as part of their scheme for encumbered estates legislation,

The Hon'ble Mr. Blunt,—You may get pfopOSals from us,
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The Hon’ble Sir George Schuster.—In this connection there is another

" matter which has not been discussed by the Government of India but which I

would like to put before you. In the Reserve Bank Act we have provided for
creating an agricultural credit department which would be primarily advisory
and co-ordinating, and we have been considering the idea of getting a specially
qualified man to work out plans for this. The man whom we have in mind
is Mr. Darling to come out on special duty to advise us as to the best method
of setting up such a department. In doing this he would of course consult
provincial Governments, and possibly he might act as a liaison officer on rural
indebtedness.

My. Hubback.—On this question of the Reserve Bank on which we are
also asked for our views, will there be branches of the rural credit department

in provinces like Bihar and Orissa where there is no office of the Reserve
Bank ? :

The Howble Sir George Schuster—We have not thought out what the
organisation will be. That is one reason why we would like Mr. Darling to come
out to advise us. The first line which we took in the bill was to put in a pro-
vision to ask the Board of the Rescrve Bank to submit proposals, but there was
strong pressure on us in the Assembly to bring such a department into being at
once. We have not thought it out yet but we certainly do not contemplate
branch of this department in each province. What we thought was that the
officer in charge of the department would be one who could tour freely and give
advice to local Governments. Asregards land mortgage banks, if any announce-
ment 1s to be made that the question was considered, it would seem better to pin
it on to Mr. Darling’s appointment if that is agreed upon. :

The Howble Mr. Blunt.—On the question of publicity I hope that you will
be very careful not to say that money is easily come by, otherwise we may find
ourselves in very considerable difficulty in select committee as regards our
Encumbered Estates Act. '

The Hon'ble Sir George Schuster.—Certainly. To go on to other points.

As regards capital expenditure, we would ask you to review the situation
particularly with reference to roads, and let us have a forecast of expenditure for
the next two or three years. Are there any other points ?

The Honw'ble Mr. Rajan.—1f we are to say in Madras that the conference has

‘been a success we would like to have some announcement about a rice import

duty or about railway freights.

The Hon'ble Sir George Schuster.—T am afraid that is not possible. We
have told you what the position is as regards foreign rice imports and we hope
to be able to take action but we cannot say more at present. As regards railway
freights it is for the provincial Governments to take up special cases with the
Railway Board. Sir Guthrie Russell has explained the general situation
and that he will give sympathetic consideration to special cases. .

The Honw’ble Mr. Blunt.—You forget to mention the creation of a central
bureau of industrial information in your summing up.

The Hon’ble Sir Frank Noyce.—Certainly, that will also be referred to.
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The Howble Sir Gebrge Schuster.—Ornie ion i
i . ster.—One final conclusion is that from th
S:Iu:; l?lfe v;e::i (¥ 2§§n§o:§rgment ];)f India this conference has certainly be(e)xri1 ver;
. ¢ inx that we should bave further meetings to keep in touch
The:sfad are difficult years to go through for India, but the fery diﬂi(?ullties I‘;(;y
Eros 11’i t:3 great opportunities for taking measures which will be of permanent
pf)lift v ft% iiz;d?{ thwé thank you fc;rIe(zirlning and I would repeat that from the
v ¢ Government of Indi thi 1 ini
value to have held this conference, " e thirk that it has been of definite

The HonBle Sir Archibald Campbell. i
é pbell.—On the part of the provinces I 1
:és;o é:iree tf(()) zﬁ?ir{lé thg Govlemmlent of India for having c(mvemla)d thiscconfelz?l?zg
it extrem is goi i inces
and in the Govormmmmet ::J fyl‘;?h }::ble to hear what is going on in other provinces
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" ANNEXURE I--vide page 22.
Agricultural Indebtedness in the North-West Frontier Provinge.

“ The worst policy towards debt is to ignore 1t and do nothing.”

(Royal Commission on Agriculture.)

“ We are of the opinion that in view of the importance of the s&;bject, the Govern-
ments concerned should explore the possibility and desirability of undertak-
ing leyislation to secure the settlement of debt on a compulsory basts .

** The case for a simple rural Insolvency Act should be considered vn every Pro-
vince.”

(Recommendations of the Indian
Central Banking Enjquiry Committee.)

Rural indebtedness and village reconstruction are the most pressing
problems of the day, and are receving all India attention. They are so closely
inter-connected that they can be considered as one and the same problem.

The peasant proprietor, in whatever part of the world he lives, is justified
in borrowing :— .

(a) for reasons beyond his control, e.g., against the loss of his crops or
plough cattle by disease or other calamity, and
(b) for land improvement.
In India beneficial borrowing on these accounts is comparatively small,
whereas harmful borrowing is extensively practised for the following reasons :—
(1) Wasteful methods of agriculture.
(2) Ingrained improvidence.
(3) Extravagance on marriage and other ceremonies.
(4) Small size of holdings, aggravated by fragmentation.
(5) The presence of the money lender and his vicious system of business,
which encourages loans for unproductive purposes.
(6) Expansion of credit.

It will be seen that the problem is one of providing credit for productive
and necessary purposes ; shutting off credit for unproductive purpeses ; teach-
ing the villager to avoid extravagance, waste and the fragmentation of hold-
ings, muzzling the money lender. :

The enumeration of the causes of borrowing illustrates the close inter-
connection of the two problems of indebtedness and village uplift. The first
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four causes can only be secured by education in the widest sense of the term.
The last two can be remedied by Government action.

Tt is the Jaw court* which has enabled the money lender to exploit the ex-
travagance, improvidence and waste of the villager and also the expansion
of credit due to the rise in the value of land in the post war years.

It is therefore to legislation that recourse must be made to remove the

unfair advantage that the money lender has heen enjoyving and to restrict
the credit of the peasant.

At the same time an alternative source of credit must be provided for the
~ Jegitimate and productive needs of the agriculturist.

It is the purpose of this note to suggest how the problem can be tackled.

The remedies put forward will no doubt be dubbed as “ Revolutionary *.
In 1880, Mr. Thornburn, Deputy Commissioner, Dera Tsmail Khan, published
* The Mussalman and the money lender ” in which he showed, how the land
of the peasant wus being taken over by his ereditor. He suggested as a remedy,
legislation preventing the peasant from alienating his land.  His proposals met
with little attention. They were probably classed as dangerons and un-
orthodox. Nevertheless twenty years later, the Land Alienation Act was
passed, but not till many thousands of acres had passed hands.

 The North-West Frontier Province has a population of 2} millious of
whom 800,000 are land owners. The debt secured and unsecured of these
land owners is estimated at 10 crorest. The yealy interest actually paid on
these debts is 1-2 crores or six times the land revenue. The gross income
from the land might be put at 6 crores. Land revenue and abiana represent
6 per cent. of the gross income and interest to the money lenders 20 per cent.
There is thus left a balance of 74 per cent, for the agriculturists.

The contention on which this note is based is that the annual payment
of over a crore of rupees as interest is out of all proportion to the services
rendered by the money lenders.

The remedy now put forward is that Government should found an Agricul-
tural Bank with branches in every tahsil ; legislate to allow of the money lenders
debts being compounded on a reasonable basis, pay the money lenders the value
of their compounded debts in Bank shares and introduce further legislation for
the purpose of :— ' '

(a) Recovery of the services of the loan as an arrear of land revenue.

(b) Denying the money lenders recourse to the courts for further re-

coveries from an agriculturist on any subsequently contracted
loan.

* In no other country of the middle east where the same conditions obtain as in
‘India, viz., an ignorant thriftless and extravagant peasantry. has the money lender been
~-allowed to exploit these factors to the same ‘degree. In Persia, Iraq, Afghanistan the
;- problem of rural indebtedness has never attained the same dimension as it hasin India
under the British Rule. )

t The debt of tenants and agricultural labourers is estimated at 1% crores. The
«-- probletn will be considered separately. . :

87

(c) Making it obligatory for insurance companies and: joint “stock
companies to invest a proportion of their funds in debentures
to be floated by the Central Agricultural Bank.

To turn to the practical implications of the proposals. The first thing
to decide is how much the agriculturists can pay towards the repayment of
their loans. It has already been mentioned that out of the gross produce no
less than 20 per cent. goes on interest charges. Tt is suggested that this might
be reduced to 6} per cent. or twice the land revenue. Translated into actual
amounts, it will mean that the cultivators will have to find 40 lakhs instead
of 120 lakhs as at present. They should be able to pay this amount with
comparative ease*. ’

The next question is the ratc of interest the agriculturists should pay.

The Co-operative Societies lend at 12 per cent., which would seem Lttle
better than the rate, which the money lenders  get 7’ as opposed to ““ charge
on a capital of which perhaps 50 per cent. represents compound interest.

Two per cent. over the bank rate should give ample margin for working
expenses. Government can now borrow money at 3} per cent. and so the

zamindars would have to pay 5} per cent. plus say another 1 per cent. for bad
debts and revenue remission.

Land revenue is a first class security. It is contended that if the peasant
was freed from debt he could and would pay three times the present® land
revenue, which would be a great alleviation of his present burden. With
recoveries treated as an arrear of land revenue security would still be first class
and would justify the Province borrowing from the Central Government at the
same rate of interest as for loans of a productive nature.

There is now the question of amortization. The Co-operative Credit
Societies limit the period of a loan to a maximum of 10 years. The Co-operator
argues that with an uneducated and unbusinesslike peasantry the benefits
obtained by a loan are quickly forgotton and only the burden remembered,
with consequent difficulties as to repayment. '

These arguments apply to loans bearing heavy interest, e.g., 12 per cent.
With 6} per cent. interest plus 2 per cent. for amortization, the burden would be
much reduced and, in view of the wide spread nature of reform, the benefit
would be too much a matter of common knowledge to be forgotten. In support
of this statement the case of the Irish Land Act could be quoted where the
period of redemption was 60 years. Many of the Irish farmers, who are now
paying their instalments cheerfully and regularly were not born when the

original obligation was contracted, but it was a land mark in Irish history and
the fact is common knowledge.

_ It is therefore suggested that the period of the loan should be 32 yearst,
which would require an amortization charge of 2 per cent.

_The next point to be considered is the figure at which the money lenders
claim of 10 crores should be compounded. To do so it is first necessary to form

*This would be no more than the * Ushr » sanctioned by Muhammadan Law.

fLong term, credits are given to agriculburists for period varying from 30 years in
Paland u; to 75 years in France, ¢ T
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some estimate of the amount of working capital that the agricultural bank
would require,

The debt due to the money-lenders is made up of three components :—
(1) Short term credits to finance seed grain and urgent household

needs. This may be placed at about 30 per cent. of the whole
debt.

(2) Intermediate term credits chiefly for purchasing cattle, estimated at
15 per cent.

(3) Long term credits. This represents mainly an accumulation of
compound interest, which the peasant can never hope to repay.
The proportion of this is 55 per cent.

In liquidating the money-lenders’ debts, it is impracticable to differentiate

between the various components and this involves the difficulties that separate.

provision will have to be made for short and intermediate term credits.

Itis exceedingly difficult at this stage to estimate the extent of the provision
needed. Perhaps the best estimate can be found from an examination of the
workings of the Co-operative Credit Societies in this Province. In the latest

report available the loans taken amounted to Rs. 25 per member. On this basis ‘

the total required for the Province would be 75 lakhs.

The fignre cited is however conjectural. A careful economic survey of the
Province is required to arrive at definite conclusions. For the purpose of this
note the working capital has been put at one crore. The main reason for
placing it at so low a figure is that the zamindars’ financial status would be
greatly improved by the relief afforded to them from the main burden of debt.

It has been assumed that the proprietors can pay 40 lakhs a year for the
services of the loan on the basis of interest of 3] per cent. management expenses
2 per cent. amortization 2 per cent. bad debts 1 per cent. or 8} per cent. in all.
1t has also been assumed that a working capital of one crore will be required.
The charges on the one crore will absorb 8} lakhs, thus leaving 31} lakhs,
which can be devoted to the running expenses of the bank, interest to money-
lenders on their bank shares and repayment of the share cpaital to the share-
holders. The components of this 31} lakhs will be :—

Lakhs.
Interest at 3% per cent. . .. .. .. 13
Amortization at 2 per cent, . .. .. oo T4
Overhead expenses at 2 per cent. - - oo T4
Reserve fund for bad debts 1 per cent. .. . 3-7

_An interest charge of Rs. 13 lakhs capitalised at 3% per cent. comes to 3-7
crores. ,

The money lenders’ claim of 10 crores might therefore be scaled down
to 3-7 crores. Compounding will have to be doue by arbitrary, but common-
sense methods. The guiding principle will be the debtor’s ability to pay, -
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It must be remembered thata large portion of money-lenders’ transactions
have little relation to fact. It is impossible to trace back the growth of the
transactions. The usurer encourage his victim to leave the capital untouched
until compound interest has raised it to a figure which the debtor is unable to
pay. A position is thus reached where the debtor becomes the milch cow of the
money-lender and automatically passes on any surplus over and above required
for mere subsistence. The loanhaslost its characteristics as a business trang-
action and remains merely a key to the pressure of the law court.

Many of the figures contained in this note are conjectural as no economic
enquiry has been carried out in the North-West Frontier Province, asin all other
provinces. Such anenquiry is an essential preliminary to any serious consi-
deration of these proposals. The result of the enquiry might show that a portion
of the debtor proprietors are not in a position to pay three times the revenue
or there might be other factors, which would make it difficult to recover the
suggested 40 lakhs. If this was the case, it might be necessary to compound
the money-lenders’ claim at a lower figure than 3-7 crores.

As already mentioned the money-lenders would be paid in bank shares.

~ 1f they chose to hold them they would receive 34 per cent. and recover their

capital in 32 years. Alternatively they could realize their shares in the open
market. : '

By the arrangements proposed, it will only be necessary to approach
the Central Government for a loan of one crore to provide for working capital
and the expenses of the banks foundation.

One of the great problems of the zamindars, is that of marketing. It is
calculated that he has to pay some 15 per cent. for services, which should not cost
him more than 5 per cent. The proposed agricultural banks could assist by
taking over the zamindars’ grain as a payment on account of revenue. It isin
regard to the payment of the land revenue that the indebted cultivator suffers
most, as he has to sell part of his produce as soon as it is harvested and the
forced sales tend to depress prices. The proposal is by no means novel. Many
agricultural banks in Europe deal in grain as a normal part of their business.
In Egypt the Government goes further. It undertakes to gin cotton and sell
lint. It offers facilities for storage and makes advances at reasonable rates
against the produce stored. In the Punjab the Imperial Bank and others
such as the Allahabad, Punjab National, etc., have for some years been making
advances against grain and cotton in every large market. As much as a crore
has at times been out on loan. The Banks have built godowns of their own

and in other places hired them.

In this Province the adoption of this procedure would be specially facili-
tated as the troops inthe three Districts of Peshawar, Kohat and Waziristan
consume a quantity of staple grains whose value considerably exceeds the
revenue of the Province, . ,

It is unnecessary to draw attention to the great popularity of any proposals,
which would enable the zamindars to pay their revenue in kind. - .
Consideration must now be given to the main spring of the whole

system, namely, the agricultural banks. On - their efficiency and honesty
the success of the venture will depend.

N. I
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. The most important duties of the bank will be to check excessive borrow-
ing and loans for unproductive purposes and to ensure prompt and punctual
repayments.

The proposals allow for overhead charges of Rs. 9 lakhs or 2 per cent.
on the amount of money on loan. This agrees with the actual practice in the
case of the 15,000 Co-operative Credit Societies in the Punjab. However, in
view of the oncrous duties of the banks to see that the increased credit facilities
are not abused (in the Punjab owing to the presence of the money-lender it has
been found that 80 per cent. of co-operators are potential abusers), it might
be advisable to increase the allowance for management from 2 per cent. to 23
per cent. or even 3 per cent. :

It is estimated that at least 80 village banks will be needed, which gives
an incidence of one per 35 villages. Of the 300,000 agriculturists it is expected
that 250,000 will deal with the bank. This would give each bank 3,000 clients.

The problem of finding persons with the requisite knowledge character
and integrity is a formidable one. :

It would be essential to provide the necessary education and training
facilities. In the Punjab a new subject has been started in school and college
known as Rural Science. |It embraces Agriculture, Animal Husbandry,
Co-operation, Hygiene and other matters affecting the village life. The schools
and colleges of this Province might adopt the subject and add to it the science
of banking.* '

There are numbers of young men, with high educational qualifications,
who cannot find employment. The creation of the proposed bank would go a
long way to give them a career.

. The necessary training will of course take some years and if an carlier start
is contemplated the superior staff would have to be recruited from Europe on
short term contract.

The present revenue establishment costs over four lakhs. The salaries
of the proposed bank establishment will be paid out of the 9 lakhs, representing
2 per cent. on the money on loan.

It would secm only logical to amalgamate the two cadres with mutual
benefit to both. The conditions of service could then be substantially improved.

A training in the subjects contemplated in the new Rural Science curri-
culum would obviously be an asset to the Naib Tahsildar and future Extra
Assistant Commissioner who in the beginning of their service would gain ex-
perience of banking and co-operation as well as of revenue work. It would
probably be best to allow the members of the department to elect after a suit-
able period, for service on the banking or revenue side, much in the same way
as the selection between judiciary and executive is now made in the Indian
Civil Service.

Itis contended that a combined revenue and banking organization built
up in this manner, and with the special training and education recommended

* A portion of the loan of one crore would be utilised to providing th i
lities for teaching Rural Science at the Islamia College. P § the Meccssary faci-

91

would prove a powerful weapon for the spread of knowledge and the regenera-
tion of village life. ’ :
Progress in the order of ““ Five Year Plans ” should be possible whereas,

with the present nibbing methods, it will be in the order of generations.

The problem of the tenant and the agricultural labourer has not so far
been considered. Their indebtedness, viz., 13 crores is only a sixth of that
of the landed proprietors. The majority of them are tenants and might
therefore be treated as revenue payers ; their debt compulsorily compounded
and the services of the loan recovered like an arrears of the land revenue. As
regards the farm labourers and village menials it would seem that their pro-
blem can only be tackled through the co-operative movement financed by the
bank.

It is now time to examine the many criticisms to which the proposals lay
themselves open.

The official mind with its * play for safety ”” complex will be immediately
alarmed by the prospect of the State as a money-lender. Will not the political
agitator use this as a stick with which to beat Government ? Might he no$
succeed in turning against Government the resentment now felt against the

. money-lender ¢

Such arguments will not bear examination. If this measure is for the good
of the people the anxieties of the bureaucracy for their own comfort should not
be allowed to stand in the way. It is perhaps one of the most damaging
criticisms of British rule that it is afraid to tackle social reform for fear of rous-
ing popular feeling.

The money-lenders will say that the measure is one of exproportion, almost
amounting to robbery. “

Their paper claims will, it is true, be reduced by about 60 per cent., but it
should be borne in mind that the present debt has grown up from very small
beginnings and that there are many examples of widespread eclipses of income
for the public good on a greater scale than the one now contemplated.

An objection that is sure to be raised is, to use the words of the Linlithgow
Commission, that “ The problems of the agricultural debt are not to be solved
by the provision of cheap and abundant credit ”.

There is not so serious an objection to cheap credit as to abundant in
the sense of indiscriminate. But the present proposals are specially designed
to restrict credit and ensure that the accommodation afforded is properly
applied.

The case of the agricultural bank of Egypt will probably be quoted as an
example of the dangers of cheap and abundant credit. The bank cannot be
blamed for the difficulties encountered. Its constitution gave it no power to
make an enquiry into the character of the borrower ar the actual application of
the money.

Admittedly credit given to the peasantry is only bencficial if controlled,
but the proposed bank will be so constituted to ensure this control,
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1t will probably be pointed out that the village money-lender at all events
knows his customers and often lends on character. The proposed bank will
ot have this personal touch and cannot hope to know its clients sufficiently
to ensure that the loans are not abused. Moreover the village maney-lender
is readily accessible and gives prompt accommodation, whereas taccavi loans
issued by Government, in spite of their low interest are unpopular, because of
the tnevitable delays in their distribution. The agricultural bank, vise vis,
the money-lender will, it is argued, labour under the same disadvantages. ’

In reply to it may be pointed out that agricultural banks have succeeded
in other parts of the world and there is no valid reason why they ghould not
meet with equal success in this country, provided their organization and per-
sonnel are arranged on sound lines. ’

The difficulty which the bank will experience will sot be in regard to long
term credits for the liquidation of the money-lenders’ claims, but in providing
the short and intermediate terms credits on a sound basis. This is a problem
which requires anxious thought. It can probably best be solved on co-operative
principles, i.e., by the bank not dealing with individuals, but with groups,
whose individual liability is unlimited. The Indian Central Banking Enguiry
Committee recommmended that the Co-operative Societies should confine them-
selves to dispensing short and intermediate credit and the long term credit

_should be provided by land mortgage banks.

The orthodox view is that any restraint imposed on the money-lender
sesults in more onerous terms for the borrower. According to this theory the
problem of indebtedness in other eastern countries snch as Persia, Iragy, Turkey,
etc., where the money-lender does not receive the same assistance as he does
in Tndia should be comparatively worse. The reverse is however the case.

1t may be objected that with the smali sums involved and the multiphicity
of clients, the bank cannot afford to lend at the interest rates suggested. It
has already been pointed out how the 15,000 Punjab Co-operative Sacieties
overhead charges are recovered by a 2 per cent. charge on the loans given.
Moreover those societies do not make use of the revenue staff.,

The cost of the land revenue collections is at present about Rs. 15* lakhs.
To collect three times the amount would involve a comparatively small increase
in staff. The 2 per cent. charge will amount to about Rs. 9 lakhs. A pro-
portion of this sum will have to be ear-ma rked for strengthening the land
revenue establishment.

Tt has already been mentioned that more detailed enquiries may show the
necessity of enhancing the charge of 2 per cent. One method of doing so,
without imposing any greater burden on the peasant, will be to lengthen the
period of amortization.

Exponents of the co-operative system will no doubt argue that co-operation
is the only means which will teach the villager and give him the necessary self-
control, without which he will continue to indulge in excessive borrowing, femailn
carcless about repayment and agree to high rates of interest. They will go on

¥ One-third of cost of revenue establishment plus * panjotra > hag been taken,
Revenue esta-blighment collect 18 lakhs in addition as abiana,
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to say that the peasant requires education to know the right use of money
rather than more Gnance. These arguments apply to present conditions when
the peasant is exposed to the demoralising temptations of the village money-
lender. Mnzzle the latter by denying him the assistance of the law and the

abjection loses most of its force.

1t may be said that the improvident and thriftless will still have recourse
to the money-lender, who, in the absence of security, will charge still higher
interest. Admittedly money-lenders will be found who will still lend money,
but they will be much reduced in numbers. It is generally admitted that as
a result of the loss of security following the Punjab Land Alienation Aect, the
dealings of the Hindu money-lenders were considerably curtailed. Legislation
making agricultural debt irrecoverable through the courts wilt act in the same

way and tend to dry up credits.

The co-operative movement with its high rates of interest is only a pallia-
tive which attacks the symptoms of the disease and not its roots. If a man is
stung-by a snake the treatment is twofold.  The first and most important i8
to apply a ligature and deal with the poisen itself, Secondly the general
symptoms of the poisoning are treated.  The agriculturist' has been stung by
the law courts; it is up to Government to get rid of the poison. The Co-
operative movement only teaches the peasant, how he can try to become

immune to it,

Lastly there is the question of where the money is o come from. Gov-
ernment has spent tens of crores, uwnproductively as far as dividends and the
re-payment of capital are concerned, on rescuing the Bannu apd Dera [smail
Khan Districts from the clutches of the Masuds and Wazirs. 1t is now a case
of six months Waziristan expenditure to free the whole Province from the
clutches of the money-lenders, Morcover it is a sum, which will in 32 years
be repaid with full interest, whereas in the case of Waziristan, the capital

and Interest are gone for ever.

The proposals put forward cannot fail to capture the imagination of the
people of this Province. . In addition te giving a new life to the zamindar
thby will provide a career to many of the educated youths, who have little
hope of applying the learning and knowledge they have acquired,

The money-lender is the inveterate enemy of better living in the village.
¥irmly entrenched everywhere, he lives and flourishes by encouraging waste
and extravagance. He is the first and main obstacle to progress. The
proposals now put forward aim at substituting for his malign sway the benign
influence of the Agricultural Bank with its message of thrift and economy. In
other words instead of the peasant’s money being used to promote their demora-
Tization, it is to be employed for their betterment.

¥. NOEL, Lieut.-Colone,
PESHAWAR | Director of Agriculture and Allied Departments,

Dated the 27th J anuary 1934, North-West Frontier Province,
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ANNEXURE II—Vide page 76. *\\/
Note by Sir Guthrie Russell, > @ |

. Lhavehad certain figures taken out which may be of interé ng
what effect reductions in Railway rates would have on the cultivator. I
have assumed that any reduction made in railway freights goes to the culti-
vator, and that is, I understand, what is desired. I have worked out figures

Nl showing the average production per acre for different kinds of food-grains.

TQpubLri, GFerenar-600 008. These show that the average yield per acre of wheatis 8 maunds whereas the

average yield per acre of rice is 10 maunds. If we assume that the average

SUPEIQ YUCUESTULSE BIOFD,

DU N LB TET freight per maund for wheat and rice is 8 annas, <.e., the average lead

Qs eravw L, eTegw : being nearly 400 miles, if anything a high figure, a 259, reduction in
freight will give the wheat cultivator an advantage of Re. 1 per acre, and the

apifu | Bobdwu | wpiew | S@phly . rice cultivator an advantage of Re. 1-4-0 per acre. Our average earnings from
Bmer, ’ B air. BT Gir. ’ Birer. wheat traffic during the past 2 years have been about Rs. 2 crores, so a
(1) 2) 1) (2) reduction of 25%, would mean a loss to Railway revenues of half a crore

) ’ of rupees. Our average earnings for rice for the past 2 years have been

t ) about Rs. 3 crores, so a reduction of 25%, in the rates would mean a loss

o o G : of Rs. 75 lakhs, or a total for the two commodities of Rs. 1} crores. To get

the same gross earnings as at present it will be obviously necessary for

- 4 : ‘ the Railways to carry 33 % more traffic in these two commodities alone.
) J ‘ To get the same net earnings it is obvious that this figure would be increased.
Actually some time ago I worked out the effect of a 259, reduction in the
7 wheat rates between Lyallpur and Karachi would have on our net earnings
3 and found that to get the same net earnings we would require to move 70%,
more traffic. In the case of a 400 mile average lead with an 8 anna rate,
the additional traffic which it would be necessary:to: carry to get the
same net earnings would be 509, I do not think the greatest optimist
. would consider this in any way feasible. Further, no one has yet been able -
F to prove to me that the whole or any reduction in freight rates goes to
L 3 ; the agriculturist. Only 509, goes to him, and I think this is the maximum
.he could expect to get. The advantage he would obtain from a reduction
of 25%, in wheat rates would be 8 annas and in rice 10 annas per acre.
l Meanwhile the Railways would be saddled with a loss of Rs. 1} crores.
B v - Even with brighter prospectsfor next year we anticipate that we will still be
. . b ‘ Rs. 5% crores short of paying our interest charges.

S.F. 259A-6—1,00,000—30-1-34.

- T have taken out similar figures for cotton which may be of interest. The
production of cotton is roughly one bale for 5 acres, or say one maund
per acre. The average freight may be taken at Rs. 1-4-0 per maund,
so a reduction of 259, if it all goes to the cultivator, will give him an addi-
tional reduction of 5 annas per acre, and the loss to Railways will be Rs. 70
lakhs. To get the same gross earnings, as I have already said, we would

- require to increase our traffic by 33% ; and as practically all the cotton -
in India moves each year, the cotton would not be there to give us the same

gross earnings—far less the same net earnings. : \
. N
M47FinD~—200—31-5-34—G1PS . A s
S I,
.y
"I‘ \‘ ;A‘;‘ '
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