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WmiLe the problem of the improvement of Indian agriculture is heing
-attacked from the experimental and the research side by the Imperial and
Provincial Departments of- Agriculture, the more imporlant question of
financing the agriculturist has not been forgotten. It is remarkable that the
industry by which over eighty per cent, of the population live is suppliad
with most of its eapital at a rate of intevest varying From 28 to 50 per cent.
per annum. Any other industry would die under sach eonditions, but the
agricultural industry cannot die 5 it is the ryot who dies. e cannot turn to
a more lucrative oceupation when agriculture does net pay ; ha cither starves
.or hecomes hopelessly indebted and the slave of the money-lender. I the
problem of finaneing angricnlture oan he solved, the benefit to the ryot will
be grenter and more divect than the saving occasioned by new mathods of
agriculture or the profit to he gained from a greater outbwrn. Without the
use of eapital ab a reasonable vate, the agriculturist will b mnable to take
‘advantage of new ways and means,  The suceess of the results of reseavch
and experiment depend divectly on the suecess of the effort to supply the
ryot with capital at a reasonable vate,

Cheap capital or facile eredit i3 not necessavily a boon in itself.
Switzerland has ovgenised a system of cheap credit with the result that
60 per cent. of the land is now mortgaged. The present and past genera-
tion have merely discovered a system of rohbing [uture generations of a
portion of their means of livelihood. Any increase in comfort has been
.obtainad ab the expense of their children’s childven, I credit ol this kind
were supplied to Indin, the ryot, who formerly was in a position to horrow
Rs. 100 from his mahajan for his danghter’s mariage and pay 50 poer cont,
-per annum for the ascommodation, would simply spend mora on the marvinge,
and go land himself' deeper in debt.  YWith aredit cheap he would purchase
more. .

The question has thus two sides, commercial and economic, A systen
of finance which might prove a commeroin]l success would not necessarily
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prove an economic suceess, hut the system which promises to be an economic
success must be based on commercial principles. The commercial side may
be shortly stated thus:—the ryot is ready to borrow a sum of money for
which he is at present paying interest from 25 to 50 per cent. or more ; the
majority of ryots have good seourity to offer for the sum which they require,
while the capitalist has money to lend on good security at 6 per cent. These
two have to be hrought together for their mutual benefit. It would be easy
and commereially profitable for the State to set up an agrieultural bank
provided with special summary powers for collecting its dues, but such a
system would not benefit the agrienlturist in the long run,

It is impossible for the large capitalist to come into direct contact with
the small eultivator. The eapitalist has no looal knowledge of the individual,
he has no agenoy for collecting small loans, and he could not keep millions of
small aceounts.  There must he some intermediate organisations. In
Gormany this has been found in Co-operative Credit Societies, and in India
an attempt is being made to create a similar organisation, This system aims
ab capitalizing the honesty of the villages. Where anything in the shape
of a village community oxists, the majority of the cultivators have a
character for honesty, often not extending heyond the narrow limits of the
village, but within these limits most transuctions take place without any
written bond, the man’s word heing suflioient., On this honesty a certain
amount of credit is based 1 it may bo o credit of only a few rupees, but the
measure is known to the villagers,  They know exactly how much a man ought
to spend and how mueh he ean earn.  We want, therefove, to teach the people
to amalgamate this village eradit and jointly borrow a sum sufficient to
meaot the needs of the whele village. The capitalist does not know which
cultivator ix good for Rs. i and which for Rs. 100 5 he does not know who
requives Rs, 20 to finance him and who requires three times that sum ; he
doos not know wha is already hopelessly involved and who can repay. It is
the villagers alone who have all the information. On the other hand, the
rapitalist can goo that the whole village is good for the total sum required.
The ryots take the responsibility for dividing the money, of collacting prin-
cipal and intevost, and ol keoping the separate accounts. This organisation
of evedit must be the bed rock on which any system of agricultural finance
is hased, and wherever o village oxists, it will be found that the ryot’s eradit
in his own village is hatter than his credit anywhere else, The individual
may have a churneter for honesty in his eastoe, but his eradib in hig village will
be greater than his evedit with his easte,

Thereis no doulit that in this we have the germ of a solution of this
great finaneial problem, hut the question remaing how to provide against
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the evils of facile eredit. By organising the village and making the
members jointly and severally rvesponsible, we create a check on excessive
expenditure’ and- prevent the individual from robbing his children. The
village will not lend to the individual unless they.see a prospect of the money
being repaid within a reasonable time and, moreover, they will not lend unless
they consider the expenditure uecessary. A man is not tempted to spend on
display more than he can afford when he has to run the gauntlet of public
opinion, and the village will not lend him more than he can repay when they
realise their joint responsibility. [urther, there are so many necessary unses
to which the members can put the money that they will not give out money
for unnecessary expenditure, and if the member turns to the money-lender
again, his name is removed and the privilege of borrowing at a low rate ceases.

There are at present in Bengal 86 experimental village societies, and
the majority of these show every sign of ultimate success. These pioneer
sociaties are distributed over twenty-two of the thirty-two districts in Bengal.
The capital has been raised partly from Government and Wards’ Estates and
partly from private sources. The societies pay from 6 to 124 per cent. for the
money borrowed, which they lend again at from 124 to 1834 per cent, The
whole of the profits go to a village fund from which the original capital
borrowed will be repaid, and the village will then be in a position to carry
on their society with a capital of their.own sufficient for all ordinary seasons.
Working on these lines, steady progress has been made during the last
eighteen mionths, Wherever a village community can be found, the scheme
will succeed, but in parts of Eastern Bengal where the cultivators do not live
in villages, some modification will probably be necessary. The societies have
been founded in villages which are not heavily indebted, hecause they offer
the best field for initial effort, but as soon as the neighbouring villages see the
benefit, they also demand similar societies in order to pay off their debts and
start afresh. At present the socidties are small, with a capital of Rs. 200
to Rs. 800, which is often sufficient to finance a smail village, and such little
societics are the best ground for observation and experience.

‘Three grain banks, run on co-operative lines by a zemindar of Dacca,
have attracted much public interest, and it has been recommended that such
golas should be opened all over the Province. The question of establishing
grain golas is one of some difficulty, and so far only two have been registered
in this Province. The price of grain ruled high this year, so that those with
surplus stocks were eager to sell, while those with short crops had nothing to
deposit. A grain bank requires much supervision, and it seems impossible to
run it in Bengal as anything but a stove of food grain.. The different varie-
 ties of paddy sown by the cultivators of a single village ave so very numerous
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that the individual cannot rely for his seed upon the general stock in a grain
~ bank. Under such conditions the only method of running a seed association
is to purchase the variety of seed indented for by each member, and to use
the collection in the golu as food grain. The ryots readily use mixed grain
for food, but seed grain must be specially selected and true to variety. TFor
the following year a suftticient quantity of the stock must be sold and the next
year’s seed grain purchased. The surplus stock must be sold as soon as the
new yem’s grain is harvested, for paddy deteriorates after one year, All
these little transactions mean a large amount of labour, and it is difficult to
get rid of the custom whereby everyone who tonches the grain gets a certain
percentage. For these reasons I have come to the conclusion that on the
whole it is easier to found successful money societies than seed banks ; the
temptations ave fewer and the trouble of management is not so great,

At present, however, one experiment on a large scale is being made. In
the Sonthal Parganas the Deputy Commissioner has carried on a grain-lending
business for some years for the henefit of the ryots of the Government Bstate
and the Wards' Hstates under his charge. There are golas at four centres
with a total capital of nearly 25,000 maunds of paddy. Loans were made to
individual cultivators, but the business soon assumed such proportions that it
got beyond the management of the Deputy Commissioner without the nssis-
tance of o special staff. The defects of the system were the difficulties
of checking the accounts and the stock ; the high cost of the management
owing to the payments made to headmen and others for collecting the
debts ; and lastly, the exactions at all times of weighment and check. In
consequence the rate charged was not smaller than the rate at which the
ryot could borrow from the village grain dealer. Under the new rules
recently drawn up, loans will in future not be made to individuals, but only
to hatches of ten on the joint and several bond of the whole number. If any
batch chooses, it may be registered ag a co-operative society. In such cases
the loan will be treated as the capital of the village bank and half the
interest will be credited to the village ; in other cases the full interest and
capital must be paid annually direet into the central gole. Loans to societies
are repayable in four equal annual instalments commencing from the end of
the third year.

‘Success in all these experimonts will not come at once. It is necessary
to be patient. Rniffesen started his first bank in 1849, a second in 1854,
and it was not till noarly forty years later that the movement made rapid
strides. In Bengal there are already over three soore societies working on
sound principles, and this tends to show that we nre on the road toa successful

solution of the problem of financing ugricnlture.
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