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PRIVATE FINANCING FIRMS IM m w t  A. EQ0.N 

Dm RnJASEXFINi 

!File grrowtl i  of government financial. inst i tut ions in India b o q  i n  

terms of number of branches and quantum of cre6it has been impressim, 

especially i n  the post-bank mtianalizaticm period. However, the mushroam 

g r ~  &of n o n - a  financltal wmpmieY - v ~ c h  incluc~e f\mds, 

nfdhis, loan companies and other finance companies - suggests that insti- 

tutional credit sources a,re inadequate t o  meet the variew of deinands fo r  

credit. Such growth of i n f o d  credit  sources would not only make 

monetary policy lesa eff eotiver/buts can hue-trate it (9un&8sam and 

Pandit, 1976,. 1964 and 19e5)$! Fonmrlstfon of effective policy on hfoxmrtl 

aredit sources would bwme extremely a f f l c u l t  3.n the absence of syfite- 

mafic studies on the functioning of these ' insf ih t ians .  fithow& there 

are atudie&n ch i t  funds and aidhis, there are, however, very f d o n  

the k c t i m i n g  of the Private Financing   mi(^). Among &A, the 

studiee by Banking Commission (1971 ) and Ma Sreenivas (1975) .did. rlot have 

primasy data t o  explain the h c t i c l i n g  of FFs; hence, they could make anly 

preliminary obsenmtions. Nevertheless, the former provides us w i t h  a 

owe fo r  and againkit the regulation of FFs. b mntrss t ,  Rwasb (1984) 
pmvldes an interesting account of the ftmctioning of in' Kerala with 

adequate primary data. However, he is s i lent  on questions such as typee of 

borne& total a m m t  of u n s c c k t e d  money generated by FFs, ce(pllotion 

of F&, .safety of depositors' money and so on. 

p?&vate financing firmaaxe m o e t . i y  partnership firms acceptiag 
.& 

d b o s i t t  I M m  the pub110 and maldng advances at higlier ra tes  of interest. 

Ihe oriqin of FFs i s  &neraSly traced t o  Madanapalli t o m  &I An- 

M e & +  Thou@ pFs are of p e n t  o w n  (FPS sprang up from 1964 m r d s ) ,  

they made a rapid pmgmss (both i n  terns of the mmMr and nS@dWe of 
m t i & s )  and became prcnnhent in  ~outh India and Dujarat. In Kerala, 

there ape 4079 financing fmS ( l d Y  r e f k d  t o  as "blade c ~ e e n )  



registered under the MoncylenCerfa ~ c t g  P/mrewr, We Workin& group on 

"Private Financial Unincorpora",?d bodiestf noted tlmt there are.11261 FFs 

functioning i n  the State .;. .I..: lund of Rs. COO0 cmres  9 1 n  Madanapalli 

(Andlua Pradesh) there were 50 FFs ' i n  1970, In Anantapk d i s t r i c t  there 

were 60 FFB ( in  1971) of vhidi, 42 were located Anantapur c i t y  i t s e l f .  

The t o t a l  deposits of a l l  the  F'Fs working i n  -Uie d i s t r i c t  were estimated 

t o  be Rs. 75 lakha (Banking Canrmission, 1971 ; 105). These FFs are seem 
11/ t o  be caming up on a large scale al l  over Anrihm. Pmdedl. 

It was estimated (in 1970) tha t  the number of FZk was 70 i n  Bangalore 

City and 137 i n  the then Myeore s t a t e  (Banking Canrmiasion, 1971 ; 105) 

~ i . 1 9 7 2 ,  -the number of PFs had crosscC 100 in -om City alone 

(M. S r e e n i ~ s ,  1975; 94). Dlougfi d a b  on the number of F b  i n  Kasnstaka 

a r e  not available, it is  e a t h a t e a t h a t  i n  Bellary town (-taka) 
alone there a re  275 F B .  Such a growth of Fr's i s  alaxming as it haa 

inpl icat ions fo r  monetary policy and generation of black money, The 

e f fo r t s  of the gwenrment i n  the past t o  reduce the influent.; of these 

FFs yielded only par t i a l  results. 

This paper, wilicll is based cn a survey of eietl4/mS in 
town a h s  at  (1) probing the factors responsible f o r  the  growth of FFa 

(2) documenting and aralysing thc functioning of FFs and (3) c r i t i c a l l y  

examining tlie type of bomwers,  the use-pattern of the bommdnga and 

a l s o  t o  estimate the b3ack mmey generated by the FFs. !the survey waa 

carr ied out i n  the months of November and December of 1985 and the 

data collected pertain t o  the ye:.? 1984-85. The oelectio? of the study 

area wae motivated par t ly  by the f a s t  growth of the FFa i n  this t o m  i n  

recent years and par t ly  by aur famil iar i ty  w i t h  the area. Purposive 

sampling =s adopted i n  the selection of FFs. 

This.paper i s  divided in to  four sections. In the firot eaction, 

tlia factors  contributed t o  the  growth of FFa in  Bellary town a re  explained. 

Wllile the  functioning of Z R i  i a  explained i n  tile second section, in the 

th i rd  section the arguments fo r  z ; w i n a t  the regulation of F h  a m  

put forward. In the f ina l  section, cmoluding remarks are provided, 



Bellary, with population of 1.92 h!dls ( in  1381), i s  cns of tlic 

several towns i n  soutli India which witnecasd a. rapid exp~.nsicn i n  $l?e 

number of ITS during the last decade, I n  ~rifer t o  h a w  tlie m w t i l  of 

FFs i n  Bellarj town over time, we collcc-ted data on vie years of in- 

ception from 51 mndomly selected fims. 'Thou@ a few f i r m  s ta r ted  ' 

,as early as i n  1971, the majority of then: came up only a f t e r  1980 

 able 1). 

Table 1 

Yea* of I n c e ~ t i o n  of a l e  FFs i n  Bel lam Town. 

I 
I 2:::: 19%: YPp'er cent of t o t a l  f i r u s  were started4 I n  

19e3 i t s e l f ,  26 per  cent of the finns were established. 'ale 

factors which contributed t o  sucli grow-kh are the following, 

(1) Decline of the t rad i t iona l  f o r m  of moneylending, (2) -ion 

of business a c t i v i t i e s  due t o  (a) transfom-&tion of dry cultivation 

Year No. of FFs Cpened Per cent  

into wet (b) growth of the town, and s e t t i n g  up of new business esta- 

l:lislunents. (3) Restrictions 'on credi t  f o r  business purposes from 

formal c r e d i t  inst i tut ions.  (4) Procedural formalit ies i n  obtaining 

credi t  f r o m  the commercial b a d ,  and (5) ~ccumulation of surplus 

by cer ta in  strata of the society. 

Before 1978 

1979 

1980 

1981 

1982 

7 983 
1984 

-----3885 
T o t d  

k 
51 - I 100.0 L 

4 
5 
6 

9 

7 
13 
4 

7 08 

9 06 

11 ,8 

17 16 

13.7 
27.5 

7.8 / 
3 ! 6 .O 



A s  i n  any cotton trading t c  n, tlle infonlal  c red i t  sa rke t  was 

ac t ive  even i n  the ear ly decades of the p e ~ s n t  cenblry. The Madras 

Provincial Banking Enquiry Committee (1930) s ta ted that there were, 7 
~ i d l l i e l Z / i n  Bcllary town w i t h  a paid-up cap i t a l  of Rs. 4.8 lakhs. 

Commission ~ g ~ . l t s  i n  the cotton -::=do wore the principal borrowers fran 
..,..:, -,,., ,.a. . ,  .... . .  .... 0. \ . .  - . s.. 

these N i d l l i s ,  Tliey, i n  tun, used t o  l e ~ . m o a ~ ! . - $ e  f-qL,-5n n W  
.i: - - .  

ounding villages. These were la rge ly  controlled by Marwaris. Besides, 

moneylenders phyod a cruc ia l  ro le  i n  t l ~ e  l e n d i w  opamtions of the 

town. !l'?~ou& tlle commission agents were p le . )~ in~ the  role of money.. 

lenders as far as agricul tural  c redi t  was concerned, they themselves 

were bormwing from the professional moneylen3ers. The Ehqulry Committee..- 

noted tha t  these moneylenders, who were nainly Komatis and :.larvaria, 

were not advancing loans t o  agriculturists i n  tlle s u r r o u n d i ~  .vil lages but 

t o  the commission agents, re-tairand wl~olecale traders. 

The number of regietered moneylenders bo-211 i n  the Bollary W u k  as 

a l s o  the d i s t r i c t  was si-ificant i n  1957. !4li!.e the number of money- 

lendem kept on increasing i n  the taluk, i t  sllarply declkled in tlle 

d i s t r i c t ,  especially after 1961 (!Fable 2). 

R b l e  2. Growth of Registered Moneylendom in 
Bqlizry Taluk and Dis t r ic t  

Source t %sore M ~ t r i c t  Gazette- . Bellary Dis t r ic t ,  1972, 1 ,251. 

Year 

1957 
1961 

1966 

1971 

- 
Bellary Taluk Bellary Dis t r ic t  

1:s iJf I 
Variation 

- 
48 

-66 

43 
- 

No.. -bf 
Money &lenders 

No. of !% of 
Moneylenders Variation 

236 

394 

564 

654 

. 
- 
67 

1257 

1866 

43 I 827 

16 1180 
i 

i 



However, the ml;e a t  which tlie number of mone.vlendexs w w ,  h a  

fallen i n  the d i s t r i c t  as well a s  taluk, cr.e to  s t r ingent  money- 

lending rules  and enlmnced licznce fee,  which came i n t o  force as a 

result of  enactment of the ~QY-y lrloneylenders Act, 1961 and the 

*@ore Pam &-kers Act, 1961 .J. W s  fall WI; dXtrpcr ill tile d s t d c t  

th2n i ~ i  thr; taluk. .The f ac t  that host of +lie noneylendcrs i n  Bellazy 

taPd: c c n t i n ~ ~ c d  t o  s tay  i n  the b ~ ~ s i n e s s  and illat new people had 

ent'ereZ inilicatea tllczt tlie c red i t  needs wcrc f e l t  Inore  i n  the Bellary 

taluk as compared -i;o the other pa r t s  of Cistric: -. 
Xowever, the  dominance of the  ~noneylenders ( in  tlie taluk as well 

as the town) liad d?clined due t o  the following factors. (i) Traditio- 

nally b ~ s i n e s s  people were borrowing from moneylenders. Howc~mx, ';!lex- 

i n s  3 sea-cliange (froh 1979 onwards) i n  the bilsiness a c t i v i t i e s  

(see below). The businessmen wlio were e a r l i e r  open t ing  w i t h  l a s s  

capi-kal, needed large: suns a s  t h e i r  busincss expanded. The h 6 i v i d . d  

moneylend~:rs, with ineagre resources, could not r i s e  up t o  the occasion. 

( i i )  Besides, financing b u s i n ~ 3 3 ~  activi.i;ies l i k e  cotton t r ade  and 

liquor was a rip* affair trllich tlie individual morleylendcrs, were not 

prepared t o  handle, Around this til;le (i. e. , I  970), tlie plienmenon of 

FFs bras wiite1.y prevalent i n  W * p l o r e  and -the idea spre.~d t 6  the  Bellary 

town as well. A few g r o c p  of moneylenders s ta r ted  FFs which became 

successful ventures. Soon, o t l~e r s  followed 2nd by mid-1 970's people 

with business and noneylending b a c k c u n d  s ta r ted  establfdi ing l?Fs on a 

large 'scale. 

m a n s i o n  of Business Activit ies:  T i l l  about 1950 Bellary was a -- 
femine stricken district.lU!l'lie growth of population consequently w s  at 

an annual r a t e  of 0.4 per  cent between 1901 and 1941 i The t o t a l  cropped 

area increased by 2 per  cent between 1901 and 1941, . .In other words, 

agrarian ec onomjr was almost ,stagnant i n  the pre-independence period. 

However, a new e ra  i n  i r r iga ted  agriculture (?awned i n  1963, when .I;lie . 
i 

Thungabhadra Project.  was f i n a l l y  completed, Consequently, tliere Imi 3een 
1 a/ a significant increase i n  the area i r r iga ted  over past two decadese-- 

Compared t o  other  taluks i n  the d i s t r i c t ,  Be11&y benefited most. f r & m  this 

For instance, 91. per  cent  of . total  area under High-level Sam1 

i s  situated i n  t h i s  taluk. This resulted i n  changes i n  the cropping 



Wid* pat tern fnvouringlligh mlue food crops an2 collrmc-rcial crops. 

snread i r r iga t ion  facilities favoured the a option of high yielding 

vz r i e t i c s  i n  t l t is ,area from 1966 onwards. With the intmLuction of HYV1e 

tllo d6:- f o r  i e t i l i ~ c m  increme2 c i . > l i ~ i c a n t l ~ . W  AS 3 

tho yiclcb and production of a l l  mdor crops registered significant 
2 1 

i ~ ~ ~ e s . J p l o s t  of tlnr production fbund i t n  way t o  the mmla ted  

~ a r k e t s  i n  Bellary fown. Table 3 reveals  ti^^+, tllerc war a .substantial 

increase i n  the Volume of a r r l v a l a  and value of selected pgricult.mal 

products duriw the perjod 1967-68 t o  198243. 

Table 38 Market Arrivals of Selected AgricCLCa-al Cormmoditiee info 
Regulated Yarket, Bollary (1967/8-1982/3). 
( ~ o l u n e  i n  thousand quintals and Value in Rs. 1 ~ 1 s )  

Q S i w l e  year figure. 

Source: - Annual Rmarte of the Agriculhusl ProCuce Market C d t t e e ,  
Sellary, Various Iasues. 

i Cotton +Year average 
I 

--- ., 

Rtclcl3. 
i 

TJolme 

6 3 
19 

32 

71 
93 
118 

~r>lmcinl l  t 

Volume Vnluc I Value 

102 

127 
172 

31 4 
477 
304 

1 

Value 

55 
15 
41 

192 

L 

5 3 
44 

'37 
20 

19 

50 

ending w i t h  
I 

1969-70 

7972-73 
7 975-76 

1978-99 
1981 -82 

19824?@ 

. 

67 
74 
94 

54 
72 

21 7 

Volume 

4 8 
52 
49 

69 

93 

5 3 



Table 4 shows a c o m e n p o n d l ~  increase i n  the nunb;.r of f'mction- 

ar ies  opemting i n  t h i s  m r k e t t S ~ g n i f i c a r ~ l y ,  this increase i n  the 

market carnivals and market functionaries l u s  been wry rapid from 

1975-76 onwards, 

Table 4t Number of M i t r b t  Fmc >ionaries Ooemting in  t;ie Regulated 
Market , Bellary (1 ?6? 170-1 982/83). 

I 

Q Two year a v o q 3 .  * Single ye'= figure. 

1 
3-Year aver- 
ending with 

1971-72 

4973-747' 

197340 
1902-83 

1983-849 

Notct a l e  d2.m f o r  tke y e r s  1974-75 t o  1976-77 are not available, 

Source: %me as i n  Tzblc 3, 

With the  increase i n  a p i c u l t m l  production and narket a r r iva l s  them 

Wholesale 
Traders 

92 

94 
1 32 

183 
188 

was a concomitant expansion i n  business ac t iv i t i e s ,  For instance, the 

mnnber of f e r t i l i z e r  sl~ops i n  Be? lary town l ~ d  increased from 111 i n  

1982-83 t o  140 i n  198344. W i t l ~  the establislrment of professioml 

colleges l ike  government medical college i n  1961 , a hospital  and other 

offices, the  number of salar ied employees lzas increased. These f i c to r s  

have hastened tlle process of urbania t ion .  The populaticn of Bellary 

town l a s  increased at an annual r a t e  of A.6 per cent during tlle s ix t i e s  

and t l ~ e  r a t e  has  gone up t o  6.1 per cent f a r  the seventies. The comes- 

ponding r a t e s  f o r  the s t a t e  a r e  3.2 and 5.1 per cent respectively. Xn 

order t o  meet the  g r o w i n g  needs of the increasing population scveml 

shops and business establislments 1m.d t o  he opened. I n  other words, 

business s t a r t ed  expanding at  a f a s t e r  r a t e  from mid-sixties onwards. 

Consequently, there  was a l so  an dncrease i n  the denand f o r  c redi t  by 

businessmen. 

Retai l  
Traders 

2 57 
400 

298 

349 

119 

I 

I 
1 - '1 
i I 

ComiiSsicrl I rporters  . Ekportcrs ( 
.i'rp?n ts 

1 04 

I t 
I 4  1 

124 
l3 1 
18 

145 1 36 
l3 1 1 34; 

763 54 17 / 
43 . 

I 
163 62 



Had th5 in~+itcz'iic~?:!.l c r ed i t  f3cilil;i-l~ P-rp?.ndec! i n  tune rriV1 tile 

expan&in~ business, 'tile 3P3 C G L ~  LO* ~;IC.JZ cone u7 i n  the t o m  on sucll 

large scale. '.ere was, no cloubt, c?n i n n ~ e n s c  in -Ule number of branches of 

c o m e r c i . ~ l  banks i n  Rcllary ?own as well ;lo the total amount of advances 

nnde i n  Bcllar,. :'.'~.'J*S.C~ as 3. wl~olc. It i; 21e:~r i m m  -2~31e 5 $hat the 

Table 5s  -nsion of Comercia1 Banks i n  9117b:.-,. T.G& 

I 

~oucco:  Office of t h e  ~ s t s t r t  ctezi ~enk, BcllCary. 

-Dc-ioC 

Zcfore 1955 

1955-1 965 

1765-1975 

1975-1 9e5 

t I Total 
I 

expansion af bank bmzbr?.r -as quite i q r e s s i v e  Ln B e l l e  town, especially 

Noof b a n k s s o t u ~  , Per ccnt 
---. 1 

1 I 

6 I 18 

3 4 9 

9 
?16 - 
34 100 - 

c f t e r  1355. In  Rcllary tm- wMlc population pez S r ~ x c h  was 10432 in 1971, 
.d 

it declined t o  a063 by ??dl. T\lo@~ advances by commercial and ot1)er banks 
T .- 
A-1 

increarod (from Pa. 3.5 mores i n  :966 t o  RE. 19.4 cmresy982 and t o  

R3. 39.2 cmros  i n  198/1), the percentage of amdi.t made available t o  retail 

and wilolesale traders and busin?ssmm f e l l  fr r! 17 i n  1982 t o  14 i n  1983 

~ . c t i l a ; ~ l e  f o r  r e t a i l  .traCe and small bus incos~r :~  dcclined 2.57 in 1980 

t o  1.75 in 1981 m d  -to 1.68 i n  1982. This was due t o  tlle r e ~ t r i c t i o n s  

imposed 03 c red i t  dish-rsed fo r  bueinoss pur;losca i n  the early eighties. 

Besides, p r w e d m  fonixtlities kn the c m e m i a l  bankine; systen had 

a190 fi,.vourcd the r i s e  of FFe. !he comuerc.ia1 banko give loans on the basis 

qf turnover sllown i n  the account books. Since tlle actual m o v e r  of the 

buoinesnner. w i l l  be fzr higher tllan what is  sllown i n  l21e account books, 

t hc  c red i t  obtained from commercial b a s h  w i l ? .  b~ inadequa-t;e f o r  them to 

car ry  on bwiness  operations. Foreover, thy f ind borrowing from camner 

c i a 1  banks a cumbersone a d  time co~suning  process.. The commercial banlcs 

would a ~ k  f o r  s e v e n 1  docwents - l i k e  cocuritg, licencd ce r t i f i ca t e ,  

account books, docwnenf;~ f r ran \arious offici'als and so on - and it takes 



enormous time f o r  oatisfsing t!-230 conditions and obtain tlie loans, 

For instance, on t l ~ e  a r r iva l  of e o d s  fran elsewliere, the businessmen 

~ e e d  credi t  f o r  releasing tlre sane on such occassions, they 'find it 

d i f f i cu l t  to  ensure prompt disbursrrl of lacs a f t e r  Mi5 bit@ all  the 

oonditiofis. In contrast, IT's 79 not i n s i s t  oli eucll b mnP.itions,. 

hence, tlle demand f o r  c r d t  from FF's incrcas&. 
9 1 ~  zi-wifican t Tlie nigmnt fanners frm C o a ~ t a l  Andllrz. 

role .  in tlre r i s e  c f  FFs. Since these farmern were kvge1; tenen-tg it 

was d i f f i c u l t  t o  obtain ins t i tu t ional  credi t  f 6 r  agricultural iur)msas 

witliout owned lands hare, !hey had t o  lLwgely .depend on the p r i n t s  

sources of credit .  After realiising surpluo in ;z@culture, thoy 

atarted investing tllen. i n  FTs, with an idea of ' exe-;.cising control 

over 'tllem. 

T11us, as a m d t  of decline in..traditional forus of noneylending 

and -the rapid expasion of business i n  Be1Lcu-y town, the urban b-geoisz 

f e l t  a di re  need f o r  c redi t ,  At tlie snne time, as a ES: It of transi- 

t ion from dry agriculture t o  i r r i ~ t e d  agricvlturo, the newly emerging 

bourgeoisie frm tlle' l~inter land a l so  needed credit. !Vliese two classes 

found the solution i n  tile then i a s t  spreading inncimtion of infannal 

credit mmket. viz , j priw.te fin,mcing firzns . 

m c f l m m ~  !P THL E'IIiAiCI-NG P i X S  

A s  noted ea r l i e r ,  in Bellary town then. are 275 FFs There is 

a significant variation i n  their scale of o: ations.a m ? e  70 Per o p t  
of t o t d  fYms have an a n m ~ a l  turnover below RE 5 laldls, 15 per cent of 

them have between m.. 5. t o  .I0 labs ; -Anoth* '1 6 -ncr cent of them have 
Rs . 10 t o  20 lakhs .enly 7%' of them have aq aqnqal 6- 

an anrmal turnolaer of ;. 
wer of nore than Rs 20 akhff. S.hce th  r e  is -significant 
variation i n  the a c d e  o operations of &eae f ~ r ~ r s ,  care was talcensin 

.. , 1 
tlie selection of FFs and hence, we believe tl~&$'tli'ey are f a i r l y  represen- 

tati*. =&it 32% were selected for  an intensive study and W e i r  

ahual tu rnodr  -wk 'distribution, is ~ i v e n  i n  Table 6. 



Table 6 t AnnuLd Turnover. L I ~ E  Distributio.1 of Smple Finns 

I 

S o ~ m c :  Survey data. 

fl  

Ann-1 Turnover 
( i n  RS) 

Belov 5 l & M l s  

5 -I;o 10 lzici1s 

13 .to 2s l aM1s  

4 

Sirice the ~ a r h e r s h i p  fims w i t h  capi tal  l e s s  than Rs .  1 lalch are  

c:ccluded f ro ln  the p m r i  ew of t l ~  a B-dung Laws (~Iiscellaneous Provisions) 

sill,: 1963, the r"Fs xcre s l z r t sd  with an i n i t i a l  capi ta l  of l e s s  than 

No of FFs 

Rs 1 13H1 6~1~11. Howev~r~ since c a w i n g  on I~usiness operations with 

such a small mount ucs d i f f i cu l t ,  aeclr i:iexber w3z ::.;l;ed t o  dephsit 

:mounts ranging; fram 3s.  5OCO t o  R s  . 4,0000 in the fim. Tlle occupation-wise 

d i s t r ib r t ion  of sllzre czupital a ~ d  dcposits i s  given i n  Table 7, 
Table 7: Occupation-wise Distribution of Slure cc'tpi~al and Deposito by 

Partners (1 984-85). (atmount i n  tho~aand rupees) 

Per cent 

Source: Survey data. 

5 
2 

1 

8 

I 

6 3 
25 

12 

100 
. 

I 

%a? c 

Occupation 

3 

Liquor shop 

Deposits by 
par h e r s  

I 

Total 
Capi taZ 

hnoun-t ------- 
140 " 
102 

Capi tal 

Amount 

2r9.7 
176.5 
263.6 
49 08 

184,2 
94.6 
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106.6 
110.8 
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113.5 
79.7 
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11 
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Commission Agent 
Cloth bueincsa 119.6 
Stationary Mart 

1707.30 1M 
.I 

144 15 

Kimni Business 
Fertilizers T n e e  

, Foodgrain W d e  (whole salci) 
Financier 
Services 
Cultivcttion 
Szlaried finployee 

30 
105 
55. 
85 
57 
5 1 
04 
54 
40 

79.2 
39.6 
49.5 
49.6 
59.8 
59.8 
59.5 

3 
11 
6 
9 
6 
5 
9 
6 
4 Others 1' 39.7 

T o t z l  760.2 947 ( 100 



It is evident e a a  the Table that -tllou#~ par  firm share capi ta l  

i s  lees  tlmn Ro I .  laJdl,'.tlie deposits af px~i-ners i n  each firm croeaed 

R s  1 laldl. Rmewr, tllese daposi ts are kopt under d i f fe rent  f i c t i t i o u s  

names and i n t e r e s t  amount on then is unaccurui'2dd. 

The number of ,l>artners in ..H 'finn w i l l  usually be 10, An xnalysis 
t 

Of the of partners revealed that i 3 .  . per cen t  oi tat.l 
partners axe busineas~nen. Since t l lesel 'f ima mainly ca te r  t o  the 

f inancial  needs of businasmen, i-t is  undemtandable that they caoe 

forward t o  start tlie IDS . theneelves. Ao shown i n  %Sic 7, these 

businessmen inclucled I iquor  shop owners, c lo th  merchants ,obl;rmission 

a g e ~ t s  , who1 esale  msrcl~ant s , kirani (Frovieion) mercllant s and partners in 

financing firms. 13early 15 .per cent of tdal partners cane from a l e  cat',+ 

gories of salar ied maployea and services. In t e res t ihgb ,  8 per  cent of 

t o t a l  partners are cul t iva tors  who are mostly migrant farmers fmn 

Goastal Andllra, 

Ano+,l~er in te res t ing  phenmenon i m  the concmtmtion of tlie 

ownership of FFs in a few hands. It appears that a ~ u s i h e a s  house f s a 

partner i n  as. many 3s 10 f i rns .  m+n mong t h e  partners of tho ssnple 

finns, nearly 39 per  cent Iiat,-e zharrs in Ecrc t k m  onc firn. . Aothccr 

phenomenon is  tile naninnl partnerclzip. Usually a person, with kt s i i a a b l e  

mount of unaccounted nmey, st=.r4s a, fJm with h i s  alose Mends,  
re la t ives  and workers in !lis e ; ~ B 2 ~ ~ ~ . s c c :  zr; i ~ a r - d ~ l  partners. By payi~q 
the share cap i t a l  on t h e i r  behalf he not only converts IfLeABr mney . 
in to  wllite, but a l so  rea l i ses  s ignif icant  c l ~ m k  of profi ts ,  It has a 

negative s ide also. Since nobi-ization of deposits from the public 

depends on the repxtation of partners, mover:ient of funds in to  such 

finns w i l l  be largely restr ic ted.  



Partners,  besizes tlv? s!lar2 in t.;tal p m f i t s ,  would get sitting 

fee ,mn@;ir.g f rc~a  RR 40 C,o 75 f o r  the nonOlLl;: ~lcetings.  !I"ho@~ such 

r n e e t i ~ k ~  W d l y - h k e  ~ 1 3 c e  every moni;!~, it llas become customary t o  

d22uct tile expenditure on clontllly m e e t i w  to  nllow as low p ro f i t  as 

possible i n  -idle annual p ro f i t  ard los s  acco~mnt. Tlls managing partner take8 

cc t ivc  p a r t  i n  the futlctioning of the finn. Sesides lraving a share i n  

t h e  p m f i t s ,  lie i s  e l ig ib le  t o  take a monthly salary of Rs. 500 ( in  one 

f i r  1 , T  10 per cent  of t o t a l  p ro f i t s  as liis salary). The r e s t  of 

t t a  ' a f f  13 ?ocrly p i d a  

Tile szurces of funds f o r  t l ~ e s e  firms s r e  share capi ta l  and deposits 

'.y psrtners and the public. There are four type a of deposits. from the 

public. (1) Tenpomry deposits with a time poriod of l e s s  than 3 months, 

earn- 17 p e r ' c s ~ t  1%-:;e of h t o r w t .  (2) Fixed c iqos i t s  tritll the time period 

of mote than 3 iaontlls, earn 18 per c a t .  (5) Cash certificateslp whioll 

enable i t s  llolder t o  c l a i ~  double deposit anount a f t a r  48 months and 

t r i p l e  the mount a f t e r  75 nonths. ,Eowever, the firms a r e  discouraging 

i119se casll ce r t i f i ca t e s ,  bccczuoe they i w l . v o  huge payment at a time, 

( 4 )  Pipmy deposits (nearing col:.ections made at the  door of the  deposi- 

t o r s  i n  sm11 anounta) f o r  whicl. iI1e rates of intc?.-,-xrt \.iffer; a 

borrower gets 6 c e r  cent mt2 of in te res t ,  ncn-borrower gsts 8 par cent 

and a p.rtner ob-iains 3 ;er cent.. Besides, the f inn  Ins t o  give 3 per 

cent discorrnt on these deposit..: t o  t!lr pigyr collector. 

I n  addition t o  paying a t t r ac t ive  ra tes  .?f i n t e re s t ,  the firms 

provide good services t o  tho depositors. They allow the c i ~ s t m e r s  t o  

co l l ec t  the i n  .erest pcriodicall; . In case of -the non-local customer, 

t he  in t e res t  .mount would be sent t o  llim at film's expense, The deposi- 

t o r s  a l so  lmve tile f a c i l i t y  t o  witl~draw tile inoney at  a sllort notime, 

Besiden, Wle depositors receive promissory ~ o t e s  and leea l ly  valid 

documents. TrIoreomr, the movement of deposits i n to  FF degends on t l ~ e  
1 . .  

reputation of i t s  partners. People deposit money because of t h e i r  

confidence and t r u s t  i n  the partners, whc a r e  usually t h e i r  close friends 

and relat ives .  The partners would give t l lm personal a s s m e  tha t  they 

would pay tlle money fro> t h e i r  pocket, i n  the a w n t  of tlln collapse of 

the  finn. A l l  tllese factors  have helped a t t r ac t ing  large mounts of 

deposits fram the public. 



I n  1984-85, our smple  firms obtained 3s. 34.7 laldls as deposits 

from tlie public. Since r i s k  i s  in .*3 l7 .ret2  5.r. kecpiw deposits i n  the 

FF's, t h e  depositors prefer  t o  keep tiim an telnpornry, as 13 evident 

f r o m  Table 8. 

Table 8: Types of Deposits from the P~b1j.c (1904-85) 

The FF's i n  Bellary as a whole at t racted Rs. 11.41 crores. An analysis of 
2 

cccu?ationAof tilo depositors i n  the smple  firms revealed tha t  private 

noneylendern~ elmre i n  t2ic t o t a l  deposits is 34 per cent (table 9). 

Type of the 
Deposit 

Fix& deposits 

Temporary deposits 

Pigmy deposits 

T o t a l  

Table 9 r Occupation-wise Dia t r ibut ion of Deposits f ram Public (1 984-85) 

Amounts 
(lils i n  1.clklls) 

7 082. 

25.34 
1 049 

Per cent 

23 

73 

4 
I 

0act.tpation 

' P r i  ~ . t e  moneylender 

Sal?.ried c~qjloyae 

Fmsewife 

, Retired emnployee 

Cultivator 

Kirani rncrol~an'c 

Cloth merchant 

Gcn-t- -:or 

! 0tilers 

Tots1 

34.75 i loo C 

i 

Amount 
( i n  Rs. laldis) 

71 .I8 

4.51 

2 .98 

2 a 5 3  
3.93 
5.63 

1.22 

0.86 

0 042 

33.26 

t 
Per cent 

34 
13 
9 
8 

12 

17 

4 
2 

1 

100 



Bs we noted ,o.bwe, the rn~ney-lcc?.:~ ':--nf r_r: :r ~ z i s  5rl zk till 1970 and since 

then the FFs have replc%ed noneylcnders. Kcneylcnders prefer t o  keep 

t h e i r  money as temporary deposits. By lcecping tanporery J c y a i t s ,  

moneylenders .*ot only got higlloi. r a t e  of in t e rcc t  than \k?.t ic !aid in 

the banks, but a3so b v e  f a c i l i t y  t o  withdraw a t  aqv t!.r.e t o  give it t o  
2c/ t h e i r  custoners, if thorc m e  any, at still hi&er m t c s  of intcrcst:- 

Among others, agr icu l tur i s t s ,  s c ? l ~ ~ i o d  emplb;rees, huusm~ives, ret5xed 

people and b a n i  (-prwision) nerchants a r e  the important depositors. 

Y3ran.i merchants keep the i r  money in  the off season and 1:ithdraw tho  

amounts in tho peak season. 

It appears that the government's attempts t o  rekulatc tkc ~~ovcmont 

of deposits i n to  those firms are thwarted by thc c i ~ r c r  tnctics: d o - t ~ d  

by the depositors as well as ITS, As per the  B c 7 . n k i ~  L a m  (~n,?.-; ,i.:,t) 

Act, 1983, a fh which has 10 members can no3ilisc! dcponits f r o n  r:r-2 

more than 250 persons. Rowmor, these f i n o  a rc .  v i c l a t . ~  th io  r u l e .  

A fixn, a f t e r  crossing 250 depositors m,vk, s t a r t  ?.notho- ZF' with s2~1c 

partners ,and szmo rnc7na&'cxnt, Xnrarv-r, 3.-' -?: t n t a  i n t e re s t  amount 

payable t o  a customer crrtceeds t o  3s. 1000 pc2 PMUL., tile t ~ x  on th i s  

amount should be collectoil at the source. 3n order t o  avoid t h i s  payne~t, 

people a re  advised by FFs to  keep deposits ices ti-an Rs. 6CO0. Same 

people deposit the mounts under different  nmcs. T h u m ,  althouefi these 

two rule8 were aimed at the  ogulation of dcrosi ts  h t o  F ~ B ,  they were z 

hardly effective.  

Lend- mcrations: There =are two typos or" lo-,ns - hundi discounting 

and check cliscount~ng loans. Hundi discounting lo:m are  fur ther  divided 

in to  two types; sight loans and daily repc?ymcnt loans. Sig!!t l o a m  are +A 

be paid back within prescribed time, which is .usually 90 days. The borra- 

wers of si&t loma  a re  forced t o  makc daily deposit of F.s 10 t o  20 wfidch 

can be diverted f o r  tho repayment of loan, if tlls borrower fails t o  9 ~ .  
Thc FF w i l l  give 6 per c a t  r a t e  of in t e re s t  on pigmy deposits. The fim! 

w i l l  deduct the tot& in ta res t  amount at the time of i s m  of loan. Under 

daily repayment, the t o t a l  amount of loan, a f t e r  the doduction of intercat 

amount, w i l l  be divided in to  100 daily instalmcnts. Tho r a t e  of h t c r e s t  

w i l l  be charged only for 90 days, thc  remaining 10 days b e i w  the mi?' 



period, Thc FFs P ~ S O  diac-~unt the post; d ~ t c d  cheques. me  cotton 

m m r e ,  who corm t c ?  tho c d s s i o n  a p n t c  fo r  thc s d e  of cottan, w'U1 

bo given p ~ s t ~ t c d  Mequcs which arc disc~untcd by FFc. The commission 

agent suggests the E'c in which hc is a pzrtncr of which firm discaunts his 

chcqucs. Chcqdes u s m y  -oat dated fo r  30 clays or Ices. In this 

type also the t o t d  interest  amount w i l l  bc dcducted at thc t h o  of 

issi.dng of loan. 

As per the Karnztaka Moneyle?ldcrs Act, 1961, the FFs should not 

~hr?rge moro than 21 por cent r a t e  of intcr*:st  per annun. Howovcr, ra te  

o? jntcrcst would vary betweon 24 to 36 % par anmrm, dcpcndiw on the 

Qpc of loan, the customers and tiefitness of market (sinco the intarost 

mount is deducted at the time of issue of loon, tho r a t e  of intorest 

wrka out st 30.5 Per cent per annm in some cases) It i s  27 per cent ' 

per mum t o  the m@ar m d  credibworthy castanere and it ie irmersdly 

related t o  tho ano~int borrowed. As the funds wo~lld get accumulated in the 

off ooason, thc n?n~gin&. partner himsolf would ask his c-patnore &/or 

rcgclar customers t o  t&o lcans snd mttc.d.ly tho ra te  of internet will  

bo low at 22 per cent. . Homer,  the ra te  of intorcat w i l l  invariably 

be 36 per cent on chcquc d i s cou .+~ tw  lomo, 

A s  f.ar as the ?:occdure of scvlctioninc of loan ia cr;ncemod, a 

customer, &c?ric t:ith a surety, . 1s to  fill i n  the application form fo r  

loan m d  s-;hi+ t5c came. rn.c r a s p m i b i l i t y  of the two parties (i.0- 8 

cm+nmcr ml swety) i n  the rcpft3mcnt of loan is joint and swacel. 

The n,ulp.gLng martncr would then send in  the application f om t o  tho 

working e.mmittec - which consi.;ts of 5 t o  6 active partners, who. 

the businessmen of the town - fo r  its asscr '.-*.?nt of tho applicant 

and tho loan wo-Ad bo g r ~ n t e d  on its approval. In case of my 

s M c ~ ~ . t e ,  the dccision would ba takon i n  an emergency meeting 

convened by the IIEW- partner. Inans w i l l  be nainly given to local . 
nerchants 2nd agriculturiste l iving in the surrounding villages. 

The r m w d  of loans is  a l lowed only oncc; hence, it is learnt  that, 

de fzu l t~ ro  borrow " .-.- c>t\or firms fo r  repayment of the outstanding loans, 

a8 cxchango of information is poor among tho firma, due to  competition. 

h m c r ,  tho fac l l i ty  t o  ronar tho loan for moro than onco docs adst in 
8me fims. 



The s i z e  of the loans isoucd de~ends  part ly  on the s i z e  of a f h .  

For instance, in  one of the b i ~ g e s t  ~:lmplc f i r m ,  the rnainu;n and 

n i n i ~ u n  lo-ms ,?re R s .  2 lakhs t o  :!s. y,000 rcsprxtivcly. On the whole, 

while thc nir,in=m v,?ricd bctwccn Es. 500 a;,d Y,00G, the rik~~tirmUn loan 

v,vicd behecn  Rs. 65,000 ,and Rs.  2 lczkl~s. Of the F& wilich have an  

~~mual. turnovcr of lcsc  than 5 lrdchs, or-&/ unce a FF h ~ t 3  @?r?nted a l o ~ n  

of Rs 1 lakh. Otherwise, t h c i r  maximum loar! would bc ',?mlmd Bo. 50,000. 

In 1304-05, the srmple firms l e n t  an of R s .  59.9 l a m ,  cr.d 

morc than 90 per ccnt of it t o  the busincssacn (%.blc 10). 

Whilo l iquor  bcsincsmnon bcrrmed aa much as 29 per ccnt cf t o w  ,mount, 
?a 

cotton e m i s s i o n  ~ .~pnts  borrowed mom thm 23 per ccnt.-J~thcrs 

include busincsmen in f e r t  i l i z a r s  , f oodg.2. ; nr , s t2,tioncq. m?xt, 

p rov i~ ions  ,c loth 2nd potty-business. Cultivatcm borrmied 4 pcr cont 

of tot,zl funds. It i t t  l e , m t  tha t  these F a  23so fin,mr;c t'nc ymd1:ctfcr. 

of films and purchaso of vehicles. It is cstinatc3. that the totc< 

amount l c n t  by all the firms i n  Bcllrrry wzs 3s. 20.3 crorco i n  190445. 

Signif ic,mtly, there i a  strong re1~tionshf.p between the  occupation 

of partners snd bo,-i.r>wcrs i n  thc f i r s t  t l zec  fimn ( ~ a b l c  13) 

T h i n  association is s i p i f i c , m t  in the Eourth firrr., Altllough such 

strong relationship is not appc~.-cnt in c2sc of c thc r  f inds,  the 

sinilezi* of occup3tions i" doccrnil'le- 91: c could bc bacausc of t w b  

reasons; f i r s t l y  , pcvtners IT!! thcmselvcs be b o r r o w  f o r  othcf  business 

ac t iv i t i e s ,  d.thou& it is violation of ru lcs  and secondly, the 

partners nay 3c helping the busSilessmen in t h e i r  own f ic l8 .  t o  

gct the l o a m  from t h e i r  FF. Emever, tile 1p.tter proposition is 

~ U i k o l y ,  becauso a f t e r  all they a r e  competitors in thc s ~ n c  f i o l d  f o r  

c redi t  =and nazket. Hence, the former proposition may be nore 

plausible than the l a t t e r  one. 2/ 



Tablo. 70. Cccupatio~wiso Distribution of Total Capital (share C a p i t e  
& ~apoeita)  by Partners and Anount Borrowed (1984-85) 

--- --- 
1 2 3 6 8 - . . . . . . . - 4 5 7 l-'ot€il. 

Occupation - 
A  B A B  B B A B A B  A B A B A B  

-- . - 
A  B  

Connission ymt 14 6 13 2 20 4 - 2 20 67 11 16 - 26 13 10 23 

Statior,zcy I h t  o - .) I - 12 1 - 17 1 6 4  - - 3 4 9 9 

-n..+ll izcm 0 - 9 2 . -  - 4 - 14 - - 4 2 2 6  11 6 6 11 

Others 11 i 6  13 8 - 19 - 5 -  9 - - 1 0 1 7 -  3 4 10 
~ - - - . . - - - - - C I I I - I ~ . - - - w - - - - - - - - - I - - - - - - - - - ~ o - -  .-.--.-. - 
k c u p ' s  T o t a l  91 76 87 85 20 23 0 33 32 91 23 67 38 89 24 90 3s TI 

Q=e- 
cloth Businens I . 9 7 36 6 5 6 2 0  15 1 23 10 - -  - -  16 5 
Services - 5 - 3 44 39 - 2 3 -  - 1 0 -  - -  1 6 -  6 4 

Group's T O L E  9 24. 1 3 . 1 5  00 77 A 0 0 6 7 6 ~ .  9 77 23 f ? 7 1  71 7 ?  62 22 
- o - - - - ~ - . - - - - - ~ - - - - - - - w - - - - - - - - - - - - - - - -  - - - - - - - - w - - -  - 0 0  

. T o  t a 3  1CO 100 t00 100 100 100 106 100100 100 1W 100 100 100 100 100 190 100 

Kotas: , 2, 3, .... . - . .O indicato tilo smplc *Te. 
.A = Pcrccntag of t o t r l l  caj.it.4 (shmo capitiCl and ilcpooito) bj. ?rr tncra.  



We have z t t a q t e d  t o  c?iatin&nh thc bueincss =tcgorics, which mainly 

l a d  or borrow the ncney. Soac busincss categories - l i k e  liquor, 

conmission wcnts,  stationery d, fortilLzer and. potty business - 
ma3iI.p bor ra~  rathor than lend ioncy. There business c ,tcgorics have 

investod 38 par  cent of to ta l  amount, while they borrowed as much 2" 

77 per cent of to ta l  money (tablo 10). Cn the other hand, othcr 

business categories - l i ke  cloth buninens, &ani Lusincss, faod 

pAins d a ~ l c r ,  f h . c i e r s ,  BCNICCS, cultivntore md sal i r ied  cmplv~r; t: - 
have contributed as much as 62 p e r c a t  of t o t a l  mount mil borrm~cd AD; 

23 por cent of to ta l  amount. 

Thus, those firms essen t id ly  function l i k e  bmks carrying out 

borrowing and 1cr.ding. However, these FFs: liko my otlicr t,ank, 

aso oxpectcd t o  ~1Aintain a certain portior, of thei r  SSCIS i n  l iquid 

forn. Although tho firms keep some caah rcccrre, they ?:re not 

maintain* any standard liquidity ra t io  it varies 'rrctvecn 0.5 to  

5 per cent. And alco thoy do not maintain any Sixc5 ritt ic bctwcen 

owned funds and the dqob i t s  from public. It tr=cr es f r m  lr0.5 i n  

s m a l l  firms t o  7 r 16 in  large firm. 

The firms arc p n e r a t w  signifi32nt a ~ ~ l l t  of unaccounted money 

(hereafter UM). We have c~timAtod the anmmt of UM gonerated by tho 

f b s  in Bell- town aa a whole ~ K P  the i a ~ ~ n t  of P I  ( ( ~ m ~ t e d  by. 

tho sample firms, Be etatoe ocvlier, d t h  ugh tho . ra te  of intoreet 

c:arged by f irns i e  shown aa 21 ger cent in  the account books, thoy 

actually chaxga ra te  of interest  rang- from 24 to 39.5 per cent. 

The amount of intaroet paid abwe 21 per ccnt is U;CI. Taking the 

 factor^ which d c t d o  the ~ t e  of in teres t  (i.c., the mount of 

loan, typo of borrowor and ti@tneso of the maskct ) into consideration 
I 

we have worked out tho merage real  intcmef, rates fo r  firms of 

diff eront sizes. Shoo wo know the not pzof it shwwn by the' sample films 

in thei r  account books, tho difforenco between th i s  mount and the net 

p f h  calculated with r o d  ratw of &ereat gives us. tho 01. 311/ 

Bo~idos, as noted ear l ier ,  the would doposit some amount (to bc 

usad aa i n i t i a l  capital) In difTercnt f i c t i t ious  names. The interest 
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on this anmmt wrruld fl t o  the p n r t n a r ~  srrl hanno, this crmaunt is also  

UMow Ihb tot?* an-* of 11M ,- 3nerateC by all t .: FFs in Bollsrp i e  

Re, 88.97 leWls in 1964-05. B o  parcontwo of IN t o  the t o t a l  .amount 

ion+, is 4.4, wliilo tho p r a e n  age of JM t o  t o t a l  d q o u i t e  is 7.9 

SECTIrn I11 

CRfTICf i  9WFt.t :F THE FIIlAb'~D?G FliMS 

Tho FFs have margod as PS important parCl.lal banking =jetan in 

rn- par ts  of tho South India and in Cujarat. Sheeo FFe, which  arc 

oulposcd t r ?  function with l o s s  than Re 1 lcuch, have advantag08 lileb 

local  howledge and low caet of operation which can bo ut i l iaod  

t o  tho country's advantage. It WBB oxplELincd in  the  Loksabha that 

thoea firme aro  axcludbd fbw tho purview af Banking 

(miscellenoous ~ r w i s i o n s )  B i l l ,  1963, becmeo thoi r  scale  of 

o p a r a t i ~ n s  i e  mall, thay aro at the  beginning stago and thoy can 

nact the credi t  noode of amRll bo~mwcrs.  Thus, tho r'Fs have a 
certain r o l e  t o  play in tho oconoqy. IJotwithstanding tho80 rodrite, 

r c ~ d ~ t i o n s  h - e  f o be i q o e e d  on FFs due t o  the folllr~wing roasone. 

Althorn tho FFs c la in  that they function with capitaJ. laee 

t h v  Rs 1 l a ,  the t o t d  c a t f t d  v l l l  imrariab'2.y bo moro than 

i2s. 1 I&. A s  ncted abov, elnco ' a m y i n g  bueinose with an i n i t i a l  

c ~ p i f ~ l  Ro 1 1aIcl- i e  d i f f i cu i t ,  every p-rtnar is mkod t o  make 

deyosits ranging from Rs. --'M t:. 4C,000. ?2 ono 'aoctqts that those 

dcpoeite cpn bc 2rcr.ted ae capital ,  tho czpital  of- each firm very 

>.-ell exceoilu RB 1 1.akh and hence, they arc no l o q e r  ndl f inne, 

Rcpwmor.t of lcane ie so f a r  good, ikO to a at- expansion of 

tho co ttoxi busin088 in Bollary. bwever, if  a bu~inose  o r i e i e  lea& t o  

do lw in tho rop,?ymaat of loans, ;he flxme may f ind it d i f f iuu l t  t o  

rcFy t h o  deposits. Scconclly, there i s  problan of w o r  t r a w  

3ineo the exchange of infamatien among t he  finns is poor, a 

c'~stn3ce cen borrow from variaue ffnne and this, if continuod, mey 

lccrrl t o  callapea of the  finns. ~ I U E ,  tho dcpasitorle monay i e  

at st,alco. 





of etacks financed by IT'S w i l l  tcncl t o  push up prices i n  so fez a8 

lacel, short  t o m  monopolies a rc  i n  c x i s t ~ n c a  which enablo the traders 

to jointly withhold stock f rm conmxuezo. In w ~ e ,  unloee tho 

buainosmcn arc confident of making p r o f i t s  on the Pmds borrowad at 

ahorbi tan t  i n t e re s t  r a t e s  they will not gb f o r  A'-- loans, Thus, 
in effect thcoo internet  ra tee  arc borne by consumere. 

illthou& FFs earn &ige p m f i t s  (by c h a r m  cxhorbitant intercat) ,  

there is no by which gworrment can tax  than. As s ta ted  oaslicr, 

these FE"s m o  generating eignificant mount of nnaccounterl moncry. 

Thue, t h e  33'3 are  doing coneidorable iln?a.gc t c  the economy. 

With rcgctd t o  regulation of ITs, the Denking Commission (1971 ) 
r;lade tho following raconmendatione, which may bo claesif iod into 

m i l a a n d  d r r s t i c  categories. Mild rccm~~cndntions allow tho FTE , 
to  continuo t h e i r  operatione with certain regulations and ac t ive  mum 

vision by the IBI. Fiowover, sinco this involvce tho su~errr ie ion 

of larm m b a r  of small 3% and hence, operationally next t o  

inposihiblc, the  Commission rocmended that 2Ts ehould not be sllarod 

t o  do banking business. Sinco these 2x0 ragietorod under Monaylandere' 

kt, they should s t i ck  t o  only moneylcr.. rll(( buainoee, -Only public 

limited conpzxiee should be dlowed to  do b a  businoea, lhoeo 

two s e t s  of roconmendations viz; mild and drast ic ,  a r e  mutually 

cxclueive. However, tho CDmmiesion was scept ical  whon it not& tha t  

"legislation . . may bo helpful but would not moot the  roquinrmonts 

of the s i tua t ion  partly booauae it i s  not always osey t o  adninistcr 

the laws. Thie  is par t icu lar ly  t rue when the  m b o r  of units which 

I m e  t o  be regulated o r  controll& is large, Aleo, loapholos can 

always be found" (17 5). Honco, it finall;* concladad t!!t c m o r c i a l  

banka should raf&:on +&sir policioe and prcr . .-lroe t o  satiefy th~ 
demands of bornwow and dopoeitors. 

Thus, it is difficul* to  a r r ive  at ensy solutions. This i s  ospoci- 

a l l y  true when the lobby of privato f inanciers  i e  powerful. k woll 

intended I s w  l i k e  r e s t r i c t i n g  tho numbm of dopositore i a  challenged by 

several unincorporated bodioe i n  tho High Caurte of DdM, Madras, 



HyderabCd an.5 B,ulg=llore. !Thou& these writ pet i t ions wcre dismissad by thc 

I iv is ion  Sonch of k l h i  Eigh Court in Dcccnbcr 1985, the petitioners 

appcEtlcd t o  the Eiuprcno Court 2nd thc matter i s  still . .iin~(.14/ 
The T r i v m ~ b a s c d  Chamber of Pinanciczs, orwization of. nroncy- 

lenders, f i l e d  a writ pet i t ion  i n  Kcrcala Righ Court challen&ing the 

recent amendment t o  Kcrala Maneylendcrls 3i l lmW Howcvcr, i n  view of 

protecting l ~ x g e  sum of deposits i n  these unregul~.tccl fims, it i s  

essent ial  t o  bring thcn undor s m e  form of c ~ n t r o l .  Sincc thcrc w i l l  

be problem in the regulation of vast  numbcr of 3'3s by RBI, it would be 

be t t e r  t o  ellow only public l imited companico t o  do bank* business. 

The 3Ts which rcg is te r  under PImoylenders Act, should be allowed t o  do only 

moncylonding bueiness and nothing elae. Besides c m c r c i z l  banks should 

refashion t h e i r  pol icies  t o  compete with FFs f o r  depositors and b o ~ w e i - s ,  

bccausc, as notcd by B a  Commission, sc? low 2.8 the nw~lbcr of unsatis- 

f ied  borrowers is lam, ETa might continue t o  occupy a. place ir. +,he 

deposit and l o d i n g  business. 

cOIJcLITSI0:JS 1 

For s ier i f icant  p w t h  of FFs in Bellcry town since 1778, factors  

B U C ~  as transformation of dry agr icu l twe ,and rad.izatir?n of surplus 

by c d a i n  ~ i c u l t u r a l  c m u n i t i c s  from the  hinterland, decline of the  

t rad i t iona l  f omn of moncylcnding, cx ,moion of busincns ac t iv i t i e s ,  

urbanization, r e s t r i c t ion  inposed on credi t  rlisburscd f o r  business and 

problems within c ~ e r c i a l  bankin@; s y s t m  ,vc responsiblc. 

Though thcsa f h s  a r e  supposed t o  stcart wi-th less than R s  1 lakh 

as initial capi tal ,  it i e  invariably more than Rs 1 lakh. Mainly l iquor 

ehop owners, c loth merchants and c e s s i o n  ,aqcnts a t a r t  tho FFs. 'Iho 

in tcrcs t ing  phenomena a,re concentration of firma in a f e w  bueinees houses 

and nominal partnorship, through which t,yt dodgem convert black money 

into white. The sources of funds f o r  these firns a r e  s k v c  eap i t a l  and 

deposits @ .rtnc- m d  general public. In 1984-85, the  firms in 

Bellary town obtained dopoeite worth Rs. 11.41 crorcs. The FFs 'are able to  

o b k h  deposits because of aekractivo in t e res t  ra tes ,  personel ~ S E U r a n C Q  

g i v n  by partners and other f a c i l i t i e s  l i k e  periodic col lect ion of in t e re s t  



anount, witilcknwrJ of loan at short  notice, ctc. Moctly moneylenders, 

8 a l ~ ~ i ~ a  amyloycea, housewives ?nit gencr,;l norchants keep t h e i r  money 

i n  these 4irns. Non~jlcndcrs and gcnerc?l merchants keep t h e i r  money 

ccs tnporxcy dcpoaits, so  tha t '  they can withdraw the money whenever 

t h q  need it. 

Thc 3 ' s  give two types of loans; hundi d i scoun t i ?~  loans ,and 

chcq~zc disccnmting loans. The m.tcs of in tc rcs t  rm thcno lonno vary 

from 24 39.5 per cent depending on the type of borrowers, s i ze  of the 

lo2n and t i g h t n c ~ s  of the  market. The lo,u~s wl:ich cue given f o r  ahort 

period i.e., below 90 &ys, can be rcncwed only oncc. Thc busincsmcn 

consist thc bulk of the  borrowers. Even among thcm, i t  bras 1 k u o r  

hltoinc?smcn, cotton coxitmission wwnts, s t a t i c n a y  ohop owners, 

\;h~;lcs,d.c f e r t i l i z e r s  and f o o ? ~ ~ a i n  deCders who borrowcd the bulk of 

the cu?lount. Another i n t e r c s t i w  phcnoncnon in these fir-as i s  intrc?r 

L ~ m p  financing. \ k i l o  the  abmrc categories mainly borrow rather  than 

lend rnone:r, other c .xtepricn li-kc cloth ncrck.ntn, fincmcicra and 

~ . ~ x i c d  mployccs, , ~ i c u l t m i s t s  m h l y  ler~rL rather  thn borrow. 

Thou& thc  rq::=/cr.ent c j f  loans is so f ~ r  wodrp a business c r i s i s  

may lcad t o  l iquidst ion of ocvcr2?l f i 1 ~ 1 o  ,and consequently, there may 

be clarqpr t o  the G ~ C *  of depositors' moncy in these unregulated X'e. 

Tkis qucotion bccomcs all the mom h p o r t ~ ~ t ,  When these 37's a r e  not 

minta in ing  any s t C d a r d  l iqu id i ty  r a t i o  fir any r a t i o  betwecn owned 

funds and deposits and they use funds f o r  i n t r a ~ v p  fhancing. 

h o t h e r  inportcult question is t.:eir possible uso of 2 , r,r undo- 

s i rab le  purposes. Such misuse of precious eavings of the camunity 

would reduce the effectiveness of g w e m ~ c n t  policies. By exhibit* 

doctored accounts and resort- t o  s m c ~ e l  nanipulations, t he  3'3s 

aro e n c r a t i n g  s i g n i f i c ~ ~ t  mount of unaccounted monw and thcrc  is 

no way thro* which one can tax thorn. Thus, it is necessary t o  

regulate thes e firms. 

(~henk. a r e  due t o  C.R. Rcddy, S m i t  Guha, G.N. Rao, P.C.&Pa~dcku 

Sakti Padhi,R..&@ra3, T. Roy, Dm IJarwana, B.A. Fjrakrcsh, K.S.Nair, 

P.S. George, Raman Mahadcfan and Micheal Tharakan f o r  t h e i r  c m e n t n  cn ?n 

ear l ie r  draft .  Responsibility of e r r o x  is, of couroe znine.) 



1. Tho growth of d q o s i t s  of non-b~rking ,"in,mcc coa~c,nies w a s  quite  
inprcsnivc. For inst,ance, 3ctwccn 19.;2 2nd 1968, thd i r  deposits 
increased f r o m  Rs. 135.5 crores t o  Rs. 477.8 croren i.c., an 
increas.: of 253 ?er cent. Between 1373 2nd 1982, ':hcsc rleposits 
incrcascd Tron RB. 747.8 crorcs t o  549l.S crorcs i.c., an incrccoo 
of 634 per ccnt! ?or de ta i l s  see FBI bulletins of A ~ ~ r i l ,  1371 

rlovcmber, 1983. 

2. A 'r i~n-banl-dng f inancial  intcmcdiary i s  clcfiqml as "3 com-dmy, 
corporation or f im, and f Fnancial -hsti tution..  . . my nckbb&dng 
i n s t i t a t i o n  (1) which car r ies  on as i t 3  business or ?art of i ts  
busincsa the financing, whether by ?I~J  of rnaking lox-a  or  actvmccs 
o r  othcrwioc, of trade, industry, coirxcrce or qjriculturc o r  
(ii) which car r ies  on as i t s  business o r  p.& o f  its business the  
acquishtion of shares, stocks, bonds, dcbentuzcs, o r  Cc5cature 
stock o r  sccr .:itice iseuod by a governncnt o r  loc,C a i l th~~r i*  rjr 
other marketable secur i t ies  of a l i k e  nature or  ( i i i )  whic?~ 
carr ies  on ao i t s  principal  business 21iropurcMc t r ~ m c a c :  ;;?-4 Yi: 

o r  the  finmc* of such transactions" ( ~ u t k h g  Cm.soiots, i,IV;l .; 7; : 

The stu* poup on no-b- f in,mci,Q intcmediz.i-ics f e l t  th t  
the scale  of a c t i v i t i e s  of these ins t i tu t ionc  i n  'die l a t e  196C1n ', 
wore not lrrrgc enrmgh t o  make the nonct,axy p o l i c j  inci'f cctive. 21.c €Ti!; 
g ~ u p  ci ted that at the or3 of P k c h  1]6Q, tilo pe rcon ta~e  oi' 
deposits of no-banking cc,npmies tr, tke  .'::;*:sits 02 c~xrmercial 
hanks wac l e s s  ~ ~ 3 .  (- Comiszion 1971 ; 17-1 0) Howcvcr, 
at thc end of I'iarch 1302, this f igurc  had i nc rcacd  to  12.5 
thereby threatening the count-ryTs monetxry policy. 
I(m1. B u l l e t ~ ~ X m m b a r ;  f9bj) 

4. Sundaram and Pandit argued t h s t  thc  i r fon~ml  crodit  nnskots a f fec t  
the monetary policy. However, t h i s  view was questioned by 
Acharya and Mathur (1903; 19&$), who 6xgued that the informal 
crodi t  markets do not affclct inonctary policj ,  k l e s s  one makes 
extrcne a s m p t i o n s  regamling the r ~ l ~ t i o n s h i p  botwecn organized 
and unorganiscd monoy mar1;cts. The clebftto i e  s t i l l  inconclusive. 

5. These studies includo Nayar  C.P.S. (1973) m d  1' -'.Xhan (1980). 
For an axcellent review of informal credi t  markets in India, eae 
Timberg T and -or c.v,(I~Bo). 

6.  Those s t l~d les  includo B a d d n g  Conmisoion (1971 ), k A m  Srccnivas (1975) 
and Prakash B o L  (1 984). 



7. Though P r L ~ s h  (1934) givos broad divi.;ion of oecupetions of 
borrowers l i k e  businessmen, agr icu l tur i s t s ,  s c ~ ~ x i e c l  e m ~ l ~ y e e s  etc., 
he did c.lt prwidc  us  with the fur ther  brcL?3-up of businessmen. 
This i s  a c r u c i ~ J  indicator thro~6'11 -dii.L~h cne can gauge the 
direction of moncy flow. 

8. 'The FFs .,are &morally referred t o  as rfTiacmce Coqorationsw. 
In f z c t ,  they should not be called so, f o r  they a re  unincorpoy- 
atcd bodies . 

9. Sctc a news item of Finance Ministcrln otatcncnt in Kerdla 
i'ssc?l,iL,. ' Thc Hindu, June 12, 1987. 

10. See a news i t c m  in T:o Eindu, July 19, 1907. 

11. See a news i t e n i  i n  Business Standard, Thhsday, Decmber, 5, 1905, 

12. This esth8.tc was provided by t h c  President of the  Association 
of the r"in,ulcc Corporations. Our discussions with other people 
cc~nce-med with FFs d s o  co-moborated t h i s  figure. 

. 3 .  For ex,mple, thc govcrnr,lont soqyht t o  regulate the inflow of 
d c ~ h s i t s  in to  ~,?;rtncrohip firms, by enacting Banking Amendment Act, 
1993, whicl~ ~ s t h i c t s  the nunber of dc ; ,~s i t~ : rc  at 250 each f o r  e. 
10-mcnber partnership firm. Howmer, it was reported tha t  in 
Hyderabec\ them fins c~n t tnucd  tr? v io la t e  the  rules   usin in ass - 
Stacdwd, o ~ . c i t , .  . I ,-es)rtcd to r'aids on FFs, which violated 
tho m l e r  Ir, v-zious p ~ & s  0:' Kc-:dc ( ~ c n ~ s  it-m on "Blade Companies 
cn =zorln Indian b r c s s ,  February 13, l9e5). Harmer, , 

then2 r a i d s  vcrc abruptly stopped allrj-cdly due t o  the nexue 
between thc pr ivate  fin,uciers pol i t ic iam.  The present Left 
ewcmncrlt, d t c r  passing the Moneylenders' Bill i n  May, 1987, conducted 
a se r i e s  o f  ra ids  seized d l e ~ ( e d l y  incr&nimting documents 
(see a news i tm in The I F i n h ,  June 10, 1907). 

Since our in t e res t  is t o  look at t h e  amount of unaccounted monqy 
gcnornted by Ds, types of borrowers and use-pattern of borrowed 
funds, t ~ c  had t o  secre t ly  exambe confidencial records such as 
balmce ahoets, names and occupations of tho borrowers and so on. 
Hcccc, we could co l lec t  data from only eight FFs. Noverth~less, 
the functioning of FFs w ~ s  docunc-nted a f t e r  the detai led discwsions 
with vmious F?s, President of the Association of the Finance Cor- 
porations and o-thor people concerned with ms. We belicvc that the 
data furnished by these sources a r e  fairly reliable, 



15. Uncle,- t h i s  fom. ~ j f  fFmnc.:';cl k.sti tuJ~ir>n "the nmbcrs joined and 
. .,3 84 months and contributccl a ~lcnthly ins t,ahmt of Y.8 1 .'cia ----rC1 

at thc end of c id l ty  f i l ' t t  ; ~ o n l ,  ;.c:,:-vod back a b m t  Rs .  100. L o a o  
wcrc givcn to  ncnbcrs on thc atrongth of thcsc subscriptions paid  
and b,?l,mccs not oo l e n t  wcrc availa. l c  f o r  loans on othcr accuri- 
t i c s  t o  the ncmber and oometimcs d o c  t o  mtsidcrs"  For a his tor i -  
c,d ac,,ount on IJidhis an, B a w  systcr,~ in PIadr: ; Ecsidcncy, sco 
The 2hdras Provinci,d Bankinrr bauiry-C@mittcc,Vol. 1, 19 30, 
pp. 136. In ordcr t o  ]mow thc prcxcrlJ; s t z ~ t c  of. a f f a i r s  of Iiic?hi soc 
B,znk* Coxmission (1971). 

10. rjn(1c.r timsc acts,  all thc moncylc,?dc2r: worc a s k d  tc. obtain 
l iccnccs from acgiotrax of co-opcrativo socictics. Thcsc acts 
specified thc jntorcst  ra tes ,  ~ n h a n c c c i l i c c n ~ ~  fcc,  and asked the  
mocojr-lenders t o  maintain regular c7ccmts  i z i  recpcc.t of each loan 
adv~ncoir by then, issuo roccipts f o r  cvcxy pqymcnt n,de by a dcbtor 
,ax  furnish t o  s dcbtor, on danand, c? s t a t ~ i c n t  of accounts o r  debt, 
showing the principal and tho in t c rcs t  outstanding 
(K. fihioankar, 1972; 250). 

17. EStccpting the scccnZ and f i f t h  dccadcc of 19th ccntury, cvcry othor 
deca17.c k d  cxpcricncci widespread clrm&ts or  famines. As f o r  tho 
20th ccntur;, thcrc  w,?s c? faLlinc i n  L\c d i a t r i c t  in 1931-32. In 41 
yeax of thc ft3urLh : . J I~  f i f t h  dccadq ow- t o  .aitvcrsc conditions, 
thcrc  wcrc ;.c?stponu~c-nt of collections and remissions of land revenue 
i n  s m c  or  othc- part3 or' thc distr c t  ( ~ r a n c i s ,  1904; Abhisankarr K. 
1572). 

1C. Whilc i n  1P52-61 t h o  t o t a l  irrifptcd. .area by d i f fc rcnt  sourccs was 
1.1 lekh acrcs, it  ha2 ir- ?rc.aszd t o  1.8 zcres by 1970-71. It f z t h c r  
increased t o  2.9 1 ~ J c h  acrcs by 1913344. To put it diffcrcntly, whilc 
t h e  pcrccntcagc of the  arca irrL:3,+*cA. t o  tot,il c d t i v z t c d  arca waa 
10 in  1970-71, it incrcascd t o  23 by 190344. 

1 While thc pcrccntagc of area under paddy m d  gounchut in B c l l a q  
taluk had incrcascd frcm 2.4 m d  6.0 i n  196849 t n  8.8 and ** in 
1983-84 tcspcctivcly, t h o  p c r c c c t a ~ e  of axca under jowar clcclincd 
from 33.7 t o  18.7 during thc  s,mo pcriod. Howcvcr, the  are;? under 
cotton ranahad more o r  l e s s  coilstant a t  37 pcr ccnt. 

20. In Bcllary taluk, betwoon 1977-78 t o  1903434, the consumption of 
fertilizers had incrcascd from 6 thousrnd tones t o  10 thousand tones, 
an incrcasc of 59 pcr c a t .  During thc  apnc pcriod thc consumption 
of f e r t i l i z e r s  in Bcllary d i s t r i c t  as a whole increased from 27 

. v n t .  thousand toncs t o  52 thousand tcmcs, an increase o i  . ' --' 



Per acre yield r a t e s  of r ice,  jot~ar atla cotton TXI B e l i z - q  d i s t r i c t  
had increased from 12 quintaJ.3, 5 ~ d n t a l s ,  and I quintal in 1953 
t o  30 qxintals, 15 quintr ls  i?,nd 4 quintals in  I?/.'! zcs?octively. 
Corresponding t o  i n c r o a ~ , ~ ~  in yield ratrx the ~r::-Iuction of jnportant 
crops ,also had p n e  up. Tho procbictlon of padcv, jowx:, s:li-;~lrc:~fic 
and cotton in Bellary taluk had @nc UI, f ron 13.3 tnouc:x:,l  if:^, 
22.9 thousand tones, 5.8 thouoand tr>ncs a ~ d  0.5 tonco  L? 19;;-9 
t o  20.1 tho-xmd tones, 51 .8 thousand toms,  28.; tiiousand a92 5.6 
thousand tones in 1978-79 respectively. 

Thcnc farmers s ta r ted  migrating t o  3ellazy, Raic!lur, h t ~ , ? u r  lmcl 
Kurnool d i s t r i c t s  when the  Thun,yabhadra Project w ~ s  cmiosbonch. 
The pat tern of sc t f lmen t  varied from time t o  t i ~ c ;  but most of the 
l a t e  mimants were tcnants. These farners  were i n s t m e n t a l  -t? 
bringing thc changes in cul t ivat ion practices, use of inputs 
and so on. 

23. This c1,assification has been arrived a t  a f t e r  the Ciscussion .;:i*1. 
t he  President of the  Association of Finance Corporations m:? oJ41:crr: 
concerned with the FFs. 

24. It has t o  be c lar i f  ied here that thoi~sh a f etrr ho~~sc\.rivcs ~ X C :  

partners, operationally ?xc not ~ror?.lir;cnt. S i ~ c i .  t h e k  
husbands are cnployed o+~rtnt?m i n  srne other f.!:ns, they w J . 1  
be registezed ELS p a t n c r s .  In  sl:tcl~ 5 3 5 ~ 2 ,  the occupations of 
hustrands m c  taken in to  account. 

25. Tho staff (cxclucling the  mana&w rl-:.t;ncr) comistn cf a 
clerk-cua-accountant, a p i p i  c?ll,.,-to? 2nd 'an oi'ficc bny. !he 
accountant, who gets a saJ.aqj of 3 c .  300, checks ~.??l icat ion foms "or 
loans deposits and vouchers and prcil~arcc monthly and ~mua,l 
accounts. P i m  collector,  who cctc a rtionthly o d a r y  of Rs. 150, 
col lccts  the daily payr.~nts 8nd p i m  (daily) deposits. Tile off icc  
boy, who gets Rs. 100 per mnth, w2.l.l be at the t ' .  .?I-.* 2211 of 
wory  one in the  offjce. '.: not un-cmon t o  f ind  one person 
doing the  functionc of b o a  pY~rpycollcctor 2nd off ice  boy f o r  a 
salary of Rs. 200 per month. 

26. Besides these four types, the  -3s i n  B-ore stcarted a few nore 
innwativo and imaginative sch&es ( l ike  prize, an? gift. schms, 
insurance CWCT, i n t e res t  f r ee  accomodation, g d a t i o n a l  in teres t  
f o r  womon and children otc.) t o  erttrzct deponits  anki king 
Commission, 1971 ; 106-7). 



27. Since we & not ccli-cct. f?-m~r,~t.ic~r.r  o!. the people, who kept 
theh noric:; ;,s osvinr; . : l e l~~s i t s ,  orJy occupctions of people who 
kept none:; as t a l p o r ~ r j  Z J I ~  f i x e d  dc::,::it:: ,arc givcn. 

29. The % o t d  2momt givcn t o  c m d s s l o n  ?.!,-ccio is  s l i & t l y  misleading. 
bs Icr 'as discounting tho post-dstcd chcques is concerned, although 
the FI" enters thc m l e  cf connissicn .xp~:t ,as borrcwcr, in effect  
some cul t ivator  o r  sopla bueinesmacri would hmc tczkcn it. 

30. This sor t  of intr-group f i m n c i r , ~  i s  also prcr4.ent anow the 
??Fs i n  Hydcrabad (Business Standad, o~ .c i t . )  

jl. TIC proccdxre is as follows. 
hc larad  r c t e  of i n t e r e s t  = 21 per con*. 
f VP.1.- :,..'C - . . r e d  r ~ . L e  of in te res t  = 30 pcr cent 
33/21;> Dcclcvei! ne t  prof i t  

312 sm of the a l m c  gives us tho m o ~ - a t  of unaccounted moncy 
ccneratod by m,ch f inn,  by chewing s lcsncr  r a t e  of interest. 

32. Thc a;;lc/*mt r ? t  cl.'.cpooits ~1u-k b u  7L-urt~.cr~ is Bs.7.7') lakhs. In 
i.ccr?rds tiley ohcw thr-c 10 par cent ol" i n t e re s t  i s  given t o  various 
dcpasitors; btit ifl practi?~ this ar~:c?unt ~ e s  t o  partners thcmselvcs 
,snd hecce it. is 1.xacc~mtcd noncy gcr azcztc3 by concealing tho 
deposits of thc p ~ s t n a r s .  

33. ?he 3alkin({ Com1asion wanted t t ~ c  RBI t c  extend its authority over 
211 thc 7 3  with ?he f 01lr) t .~-  rc:cln,tinn. (i) No f i?ancc c o p  
rc t ion  nr.y be Etllo:;& t rork without a licence from the  RBI 
(ii) i r a t i c  my b e  cibed bctwcsn tho owned funds of an inskl- 
t u t i C n  m r l  i ts  2c;)osit ~ h b i l i t i e s .  ( i i i )  Liquidity r a t i o  may be 
s q ~ c s t ? d  f o r  thcm which *ay be lower than tha t  i n  the case of . 
cor~lcrcizd b d c c .  ( iv )  Periodical . sccctions of the corporatio* 
nsy bc unficrtakcn on a sample basis  %y the  regulating authority. 
(v) B sciliqg on in t e rcs t  ra tes  on deposit xgr  be prescribed which 
c~ bc hiEficr thew that prescribed f o r  tho commercial. banks. 

(v i j  I n  addition t o  tho above, FFs nay be c lass i f ied  as "appmvcd" 
3rd "nos-apprwed". Approved FFs sxc tiloso which adhere t o  the 
r ~ i d c l i n c s  of ,-I and w i l l  have the following f a c i l i t i e s :  
ref inmcing from the cmmorcia3. banks 2nd RBI, extension of deposit 
i n ~ u r ~ c c  ,md using these FFs m agencies of cmcrc ica l  banks f o r  
t h e i r  a6vanccc t o  mall traders and b1c18inessmcm 
(~ankzing Comission, 11 2 t o  I1 5; 1971 ) 

4 For d e t a i l s  aec Rcaort on Currenc~ and Financ% ppa212,Vo1.1, 198586. 
T 

35. See a r~cws iten in Indiar, b f c s s ,  June 24, 1987. 
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