
Letters to the Editor 

Bill and Cash Credit 

MR C H A K R A B A R T I has tried 
to draw a fine distinction 

between " pure" bills which are 
" self-l iquidating" and therefore 
discountable and bank advances 
which are not self-liquidating and 
therefore not discountable. He 
claims that these two are distinct 
from each other. As a theoretical 

'exercise this may be undisputable 
but what is the practice? Many 
classes of bills which are really self-
l iquidating are rarely rediscounted 
by banks as I have myself pointed 
out in my book. On the other 
hand, considerable financing which 
was done through bills at one time 
in this as well as other countries is 
now done through ' cash credit ' 
arrangement through banks. This 
would indicate that the two forms 
are interchangeable. 

By the logic of his own findings, 
Mr Chakrabarti is driven to dismiss 
the entire scheme of Bi l l Market of 
the Reserve Bank as unsound and 
presumably undesirable. But the 
whole banking world has welcomed 
the scheme. Likewise, the Reserve 
Bank scheme of rediscounting agri
cultural bills w i th maturity upto 12 
months for agricultural operations 
and marketing of crops is in my 
opinion a very welcome scheme 
though Mr Chakrabarti would 
probably regard it differently be
cause their " self-l iquidity" would 
be questionable. A l l that I have 
suggested is the logical extension of 
the former scheme to small banks 
and to bills of small entrepreneurs. 
Moreover, the Mul tan i Hund i does 
satisfy Chakrabarti's test of being 
" self-liquidating " in the sense that 
it is repaid without fail on the due 
date. 

I entirely disagree wi th Chakra
barti when he suggests that other 
agencies should be developed to 
meet the business requirements of 
the small man. This is definitely 
the function of the •commercial 
banks and the authorities must see to 
it that these needs are met, if neces
sary, by providing such facilities 
that the commercial banks arc in
duced to take up the work. 

To draw upon the British prac
tice is very much out of place. The 
large volume of trade bills, parti
cularly foreign bills, current in 
London derive from the special 
position of London as the clearing 
centre of the world and the growth 
of discount houses is the natural 

consequence to meet these parti
cular needs. On the other hand, I 
may point out that under the Fede

r a l Reserve system the definition of 
" eligible assets " for the purposes 

'o f rediscount is very wide and 
ever! includes immovable property. 
Surely we must follow the dictates 
of our own requirements rather than 
mechanically imitate the practice 
current, in this or that country. 
My suggestions are primarily to 
meet needs peculiar to India. The 
concept of a b i l l market requires 
to be broadly understood. It covers 
a much wider field than would be 
indicated by the strict interpreta
tion of what a bi l l is. 

Bombay, H T Parekh 
July 21, 1953. 

Indians in British Colonies 

THE second report of Shri G 
Raghava Rao on the conditions 

in East Africa smacks very much oi 
the tenor of British propaganda 
about the natives. It even praises 
the British East African Govern
ment: " w i t h the idea of helping 
the Africans towards raising the 
standard of l iving, the Government 
of Uganda has begun to assist 
Africans in purchasing ginneries 
and coffee curing factories from 
their Indian and E u r o p e a n 
owners". African poverty can be 
attributed to the African lethargy, 
illiteracy and contentment with the 
minimum of ' food and shelter'. 
The British used similar arguments 
against Indians formerly. The Bri
tish would like Africans to be 
energetic so that the final benefit 
w i l l go to them. But the Africans 
find no* incentive—as capitalists say 
—to work hard in order to provide 
ease to others. A n d they want to 
be independent cultivators, not em
ployed for wages. 

The Africans are paid less than 
the Indians who are in their turn 
paid less than the Europeans. How 
can they have incentive to work 
hard? Indians arc in a privileged 
position to work harder. Moreover, 
Indians have capital, which A f r i 
cans have not - they can employ 
Africans to work for them. If 
Africans work cheaper than Indians, 
Indians would employ them instead 
of Indians. 

In 1923 or so, I asked Mr Kareem 
Jivanjee in a meeting of Indians in 
Berlin what he and other Indians 
were doing for Africans. The reply 
was that the Africans were pr imi
tive and illiterate and what could 

one do. for them? He was their 
representative (appointed by Gov
ernment) in the African Legislative 
Council. Mr Jivanjee had gone 
to England to represent (defend) 
Indian interests at the Colonial 
Office which was authorising the 
East African Government to con
fiscate the highlands but he had no 
word for Africans. Mr Jivanjee 
owned large portions of the high-
la n d s an d was representing 
" Indian " interests. But Mr Jivan
jee himself said in the meeting that 
he was illiterate and had just learnt 
to sign his name on cheques. Yet 
he was using the same language 
'"primit ive and i l l i tera te" towards 
Africans, taking up a superior atti
tude towards them as the British 
took towards h im and his com
patriots. That he was illiterate d id 
not prevent him from taking a con
tract for the construction of the 
Uganda Railway and executing i t , 
because he could find the necessary 
capital. 

Recently I read that when an 
Asiatic Union was formed in East 
Africa, all Aga Khanis joined i t . 
But their leader did not countenance 
it because the Union was pro-
African also and lie did not want 
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