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The Chettiars

2. The Sikhs and Punjabies

L

THE CHEZIIARS

rigins

The Chettlar businessmen were not deelt with in
:tail in the chapter on the historical background for they
cre the only Indian businessmen who invested relavively
:azvily in Falaya. Hence, they have to be studied separately.

istorically speaking, the Chettiars who were from

ettinad (South India) played an identicel role as in Burma
5 sources of rural credit. They were the maln sources of
~dium and long-term credit before the establishment of co-
e

rative socities in the late 1930's in'malaya.l They'
serated mainly in the Jestern coast of llalaya and the KMaleys

(]

orrowed considerably from them before the war and

lNanjundan, op. clt. p.35
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thelr hands iIn the despression cf the 1930ts.<

By 19534 the Chettiers slready wvell established

in lalaya, Lh, Agent of the Govermmenlt of India in lalsva,
while ivinx a general pleture of Indisns in lalaya In thot
vear, sald, of the non-labouring class the most thrivin
are *h& Nattukottai Chebtiars. They do their usval business-
noneylending and banking--and In the course of that business
have acqulred rubber eﬂtﬁthﬂ, house properbies, etc. They
have t

hﬁ%r own chambers ol comnerce in different centres of

B
e
o

o
£3

»

1¢4C there were about 50 Cha'tiar firms in
N PP z
i b

Singapore, with a total Pﬂ*ial £ P30 to $1540
million, and thousands of Sikh Wﬁ?&“kﬁnﬁw "2 both in Singapore
and italaya.? Also most of the siwall percentage ofrubber
estates owned by Indians belonged to Chettiars. In 1¢41,

their total essets in kalaya were estimsted st 270 millione?

he Javanese Cccuvation

Befcre the Cccupation many Chettlars fled from
zlaya leaving their businesses in the hands of thelr agents.
rom 1942 to 1643 their agents forced debtors to psy or bs
brought to court. Inevitably, this srcused great bittreness
which the Chettiars leter tried to smoothen out by explalning
that under great pressure from the Japanese sponsered Azad
BHind for huge coutvlbutions, they had no choice but to prsss
debtors te pay. The important n01nt is however that their
agents had to accent highly inflated Jdapanese currency &as
repavmnnt and to release the titles and mortgages they held
ac colletral,

L ad

F_{J

In 1647 the Debtors and Creditors Ordinance
(Cecupation Period) was passed. [his Urdinance provided for
validation of all monetery transactions made during the

v}

1bid.

2

‘Netto, ope Cite De 53
Thompson and Adloff, op. cit. p. 128.
Mahejani, op. cit. p. 100,

Thompson and Adloff, op. cite p. 128

g o0 v b

Ginsburg and Roberts, op. cite. p.342.
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Cccupation feriod, except those involving the intrests of
persons who had Tled from the country “ﬁth the coming of the

T’«‘”*“”Ri“"‘)‘vf), 1}3 lu iS, :J}‘%_ ar il 1’}5‘3 *h.s 01\ }S“L Dr)—ur.l ae the
C! s i u.. ars h&u a S) 168 1M | 53_ '} 8 LLL:‘Q "“nL D;J{a war }) (:{ (3\.«’ their
bugsinesses were naic

X be in pperation by the post-~
war authoritie o}s ore! not Fll »ible for the special
consineration given to Burcpesn creditors who had fled.

I'oreovey, the Crdinance disec N 1 areinat the Chettlars

foing
i

b o T 4-%;;-,; o e y -
in vaatl wvAasy gr ol prevar obligations
to banking instl creditors, which
b
rost Chettiers

Ihis o Lond (Ceccupation
Feriod) Ordinanc in sveh enormous
losses that many em e ¢ been anxious_to
liguidate their inteests in d return to Indisa
But the extent of the lossss cannot be essily determined.
They stlll owned 175,000 gceres of rubber e-tatestil and a
conservative estimated capital of $110555 willion.1ie

the woneylending Licencing Act, 195

The loneylending Licencin 5 v Act was snother obstacle
which arose for these businegsmen., In 1651 during a debate
cn this bill, e few ialavys coo ained of how the moneylenders
(mostly Indians) exvloited the "poor lialays in an
unconciousaeble manner " and cxpress&d the hope that the bilil
would pave the wey fcor the gradual extinction of 211 money-
lenders.+d 8,0.K, Ubalo“7lﬂn, 7ﬁqr:§~nt1nv the Indian
Chamber of Commeérce, defended tnuAgni observed that they lent
money only because thu borrover needed 1t and it wesynmflair
to hold a monevlender responsible for all the evils.?® The
Crdinance however was passed fn 19852 and aoffected greatly

————ctee————

8Ibid.
°Ibig.

loThompson and Adloff, ope cit. p. 109,
1l1pi4. p. 108.

QGinsburg snd Roberts, op. cit. p. 339,
6Léahajani, op. cit. p. 313,

1¢1p14.
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both the Chebttisr firms and the :iq nenwvl=noc who in
protest stepped thelr business operations.l® Among the

effectg ware !

(a) Guite & nuwber of Chebbiars so
and withdrewy their capital fro

14 the
m Ls

i
H Atagd,

(b) It divert Lo many C ettiara from ;?zgl'l@'y]’ending
to real estetes.

(¢c) Since the wey the Chettiars began to choose
their clie s and bhépk&db >rs3 in

1 e
the uyb&g areas and not in trhe rural areas as
befors.16

-
o
-
w8 Irom cle

m

This Crdinance also affected the Chettiars

hettiars who di; not bring thelr families to lalaya had to
a;cnﬁ on their employees who were brought from Scuth Indil
n threc years cchLuc+ and were peld in Indian currency.
All Chebttiars were forced to employ these Indians because
they kept their sccounts in Tamil and for °acurity reasons
they prwlefed to employ men from India with a known family
background, Loseﬂﬁntl" the above Crdinence which laid down
a monthlTr salar y of QSO for enyone who comes Tto lialaya &s
an employee, affccted the Chettiar {irms the most. Their
repeated appeals to the Government of lalaye to reconsider
thc clause bhies not met with sympathetic 7*eaaor&se:lv and
recently a more stringent pill was passed.i®

se. The

Q

w

Land Oymership

An important feature to note about Chettiar business
e that of land ownership. This feature difflered in burma and
in lalsya. In Burma, due to the difference in colonia policy,
there was no land reservation enactment to "shield the Burmese

15Thompson and Adloff, op. cit. p. 109,

16yahajani, op. cite. pe 100,

&

17Tpid. pe 99

18g5ee Chapter VI
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subsequent
magnitude

(a) The Kalays had s long time been protected
various lMalay czervatlion mnactments which

. . '

reserved extensive areas of cultivable land.<

Ay}

(b)

The Federated

Tlalay States Small Holdings act
Enactment YNo.8, 1931, gave temporary protection

to smallholders in order to reccver debtis.
Frotest from Chettiag businessmen produced very
light modif'ications. S )

) u{l
Attitude of Indifierence

As G, Netto says:

BPhe NettukKkottal Chettiars, the wealthiest section of
the Indien community, had practically unlimited capital
with them. And, there was Indian labour, the cheavest in
the world and the most submlsslve, law ebliding and peace-
ful., And yet, this Indian capltal and Indlan labour

have never combined to make the community industrially
powerful or econcmically gelf~-supporting and Orosperoucts
Instead of utilising such cheap, ready and abundant
labour and investing their capital in industrial under -
takings end enterprises, the Chettiars entirely diverted

19jgha jeni, op.:Zcit.p.290. 20Ibig

2lg,H, Jacoby, Agrarian Unrest in Southeast Asia,
Colmbia Univsrsity Press, liew York, 19%7.

223T.and reserved for the Falays
scres in Selangor, 1,820,332 acres in rer
miles in Kedah. See Kondapl, Op. cit. p.

23Lahajeni,op. cit. p. 250,
~5£a,

Lo 79

in 1936 wass: 31G;540
ak and 1,956 square
309.



atl their resuvurces along the monopolistuc iines of
roz Vlbnﬂln? uliﬂhviVNAnwl* benifitted communities other

O
For exa m}‘ e, Cbecziars had ext:nded initisl capital to a
T ] Y n 3 o . Yoy 2 o o
nﬂi\e of enterprising Chinese who began from scratch and
loter became weallhy megnets dealing in tin and rubber.<?

R PR ~ 4 ) N - —~
N Mhis attitude was recognised by Jonn Thivy, the
+hen Hepresentative of the Government of India, as early &s
1
1(: ‘;T .{n a1 8,{1( ren g to tl txll"‘* z}_l ﬁvvg i\iatbwu Qt:t&i Chettj ars
Ch

e

anber of Co ;U‘rc he S&lﬁ, The Chittiar cormmanity while
alding others antcvﬁilxas to make o lendmark in the country,
has not upuc;p“c; to go outgide their particuler money-
lending and banking activitles. Thls is not progress. You
should not have one way of carrying your profession in life,
You are blessed with money and wcalth. You must use your
ingeneuity, your own iniatlve, your own manpower to produce
something good, something useful for a wider circle. neo

Agein the lack of public spiriy smong the Chettiars
wos evidenced by the few contributions or none at all to wear
funds or charities. A spokesman for the Chettiars pointed

out, with some Jqu ice, thet his cowmunluy was like every
other foreign group in the country, was there to malte money
as he cited = gifu of $k8500 tc charitieu and & silver cup
at “ingaporels Ilower show.®! 1In 1654 the Federal Member
for education called the Chettlars to cease holding them-
selves aloof and to share In the soclal and political 1life

of lialava. As recently as 1€63. CeP.R. Ienon of the Kalayan

Trades Unlon Congress had to pralse the Chettiars while
appealing them to give more finencial help to Indian traders
in Lalacca.daﬁ'“ence, the Chettlars! attltude seems to be an
extreme form of the Indian business attitude described in
Chapter II. This eccounts for their unpopulrity samong business-
nen (even Inai&n businessmen) as well as among their markete

GNetto, op. cit. D. 54,; Indien Daily HMail, 1st.
October., 1947.

270ne Streits [imes, 6th. February, 1947.

28phe Lalay liail, 25rd. February, 1963.
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e Present Position

Usah ifahajani estimates arcund 80CO Chettiars in
ialaya; and futher makes an estimate of 8C0 Chettlar firms
which can be divided into threc groups:

(a) ?hose with capital worth M 500,000 or sbove.
(b) Those with capltsal between $i5H0,000 and
- $LIBOC , 000,

(C} Those with capltal less then $i50,000,2°

The first category cd%i ts of banking firms which
lend money to small Chettiar firmd of the last two categories.
They own rubber estates, padi land, coconut plantaticns and
small tin mines. The oroprietors of the first category live
in India and visit Kalaya once in three years.30

b

y B W

licst of the Chettlars in lalaya are either employed
in Chettiar firms or. as prilvate moneylenders. Other then
monecylending they also act as trusfees of temples and do
business as temple keepers. The Tank Road Temple in $
Singaporre and the Lariemman Temple in Kuala Lumpur are also
celled Chettiars! Temples. According to Gamba, many wage
earners in Singapore deposit their money for safekeeping
with the TYemple; these amounts are apparantly invested by
the Chettiars but not on the behalf of the depositors,oi
Similar practices are followed by the temple keezpers ‘of some
estates in the Federatione.

The Chettiar businessmen also help in remitting
money to India and Ceylon. Ceylonese residing in }alaye and
intending o visit Ceylon, pay amounts to 1oc§1 Chettisar
moneylenders from whom they obtain coupons which they then
exchange for money on thelr errival to Ceylon, or foreward to
relations in that country. The exchange of coupons for
Ceylonese currency operates, once sgaln through Chettiar
moneylenders.32 Similarly book transfers are mads be?ween
¥alaya and India through moneylenders who provide Indians,
leaving lalaya, with coupons exchangebale in India for cash.

291,Iahajani; _QE' 'Cit. p. 99.
301pid.
3lGamba, op. cit. P. 48.

a——

321bid, p. 56
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Phe Chettliars' Moneylendingrhethodsg5

Nanjundan describes &
methods as "_ _ relatively leas
registered and thelr beoks were su
they did not go oubtside the law. "9 It must be noted that
he was speaking in relation to Sikh moneylenders. At pressnv
the metheds used by thess twe types of Indian businessmen
are not so different except that the Sikhs have to go to
some exbtremes for they are usually not licenced and hence

dc not have the vacking of the 1o,

3

he Chettlars'! business
£ cticnable _ they wore

According to Gamba, a Chettle¥'s loan operates the
following way. If an individual wishes to borrow, say 500,
he signs & promissory note for that amcunt usinz as security
jewels, an automobile, gold, land or buildings. In some cases
when the customer's financial position is well known to the
Chettiar, he grants lcans wlthout any collateral szecurliy.
However the important points are:

(a) In all cases, the amounts actually recelved
by the borrower will be below that marked on
the promissory mnote; in the example, say $300,
(b) A rate of intrest 1s charged, not on the
amount actually borrowed but on the amount
mentioned in the promissory note.

The intrest chargeda may vary between 1C0% and 200%
per annaum; at Dresent the Federation licneylenders Crdinance.
fixes the intrest rate at 120% per annawn (that is, 5% per
month). However if on the date due the borrower does not
meet his debt the amount he owes will automatically be $5CO
on which the Chettiar will charge a new and higher rate cf
intrest. In the majority of cases, if the borrower repays
certain amounts by the month, he is not given a receipt.
Therefore, inz the eyes of the law, he will still owe the

PBliost of the facts for this section ars derived
from Gemba, op. cit. supplemented with personal interviews.

e

with moneylenders and Goverment employees.

54Nanjundan, op. cit. DP. 36



ﬁearner al%rhe can do is to continue payini with-

S I fuss. If eventually he is able to pay back

once he will in fact have repayed the original sum
3 =

ocVeEY.

fifien money is borrowed on the security of an auto-

%ﬂo’blle the ‘ﬁtender may charge between 5% to 8% ner month
intrest. Before recelving the money,

3 ¢ = the borrower must
c?mpﬁet§ & hire purchase which the lender then registers at
the Hegistry of Vehicles, Her

T ~ ety 1ce the Chettlar is business-
man R }OORS for 1CC% security before he mekes any loans.
This is because his business ls such that the lack of

L
v

‘ _ The customers of the Chettiars, both in Singapore
end the Federation, fall into $hree groups:

(a) The Shinese farmers and shopkeeDers.
(b) The cdaily rated labourers in the Government

service.
(¢c) The Civil Servantd and other Governtment
servants.

The farmers snd shopkeepers borrow griall sums from tThe
Chettiars to pay current debts. fhe usual rate of intrest 1is
$1 for $10 per month. Tn other words il the borrower asks
for %10 loan he will get only $9 but will owe §10, keeping

in line with the the above example. Indebtedness to Chettiars
is zlso found smong the daily ratea employees,i especially
in Government employment. Since these are low income earners,
doing business with them the Chettiar hac to be very un-
scrupulous if he is to make any profits; thisg is chiefly

why the Chettiar and his business methods are unpopular.

However the Chettiars'’ most lucerative source of
1ncome seems to come from the Civil Servants. This is
especially the case of Civil Servants in the lower grade.
An insight into the report of the Singapore Co-operative
Union Ltd. (1956) will give some jndication of the Chettiar
{and other Indian) moneylending methods. The report states:

"pag g result of our 1nvestigation, it is clear that
the following abuses &re widespread among certain classes of
moneylenders:

(1) The borrower $s persuaded by the moneylender
to sign a poomissory note for more then he

actually receives;
(2) The borrower agreses with the moneylender

-58-



verbally ?o pay a higher rete of intrest
( Fhen specifiied in the promissory ncte;
3) The monevlender fails to give due credit
fer intrest and instalments of principal paid
Eo him by the borrower; .
(4) The moneylender by frequenting the borrower's
Place of employment coerces the borrower inte
raying money {(be 1t intrest or principsl) or
signing a fresh promissory note whilch he
would not otherwise have done and the b
borrower by such methods is placed in a
pcsition of agreeing to any terms that the
% moneylender m&y desire to lmpose on him, <o
The i.oneylenders'! Crdinance in the Federstion makes it an
offence to coerce in such a manner, but it 1s spparant that
such victimisation does continue. ikoneylenders can be seen
waiting outside government offices on paydays to catch the
borroyer red-handed with the money or to embarass him and
make him submit to futher terms. The Chettlar also seems to
have detailed information about each customer indebted to

him. As the Report says, " e heard _ _ of an instance
when a moneylender produced the Government Staff 1list to
prove how much an officer's salary was _ ! Hence the

Chettiar is an expert in his business, a business which hes
been perfected within his community through tradition end
years of experiénce. .

¢ 7 QOTHER INDIAN “MCNEYLENDERS

The Sikhs and Punjabies in kalaya are from the
iorth-.dest province of India and they are chiefly employed
gs pollicemen and watchmen. koneylending 1s usually & side-
l1ine business to them; but it is a source of a large slice
of their income. They do not have offices from which they operors
and a lot of them are not licenced. Even in the 1850's

853ingapore Co-operative Union Ltd., Circular,
S. 31/56: Money-lenders' Ordinance, Singapore, October ZC,
1956, This investigation was carried out for the beyezit of
lebour in private enterprises and for kilitary Serv1c§s{
civilian woekers and Government employees. Guoted 1in Gamba,

op. cit. ppe. 49-50.
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Nenjondan speaks of them as those who! came for a good deal
of c?itiilsm for the exorbitant rates df intrest
ranging from 10% to 12% per mesem _ _ and thelr nefarious
prctices. Iwo peoints of the Fonesylenders! Ordinance
affected these moneylenders adversel&. The Ordinance fixed
the standard rate of intrest, made it cbligatory for every
moneylender to obtain a licence and futherdstibglated that
enly transscilons under the terms of the Ordinénce would
be enforced by court. However the "Silkh moneylending
tivities have always been surreptious and 1t 1is Drgblem-
cal to what extent they have been curbed by the -erdinence.
inance. "7 At the time of the Ordinance (1¢52) there were
ut 10,000 Sikh mcneylenders in lalaya;o® the present
pumber is unknown. They also, like the Chettiars,*operate in
the vicinity of Governrent departments, the clerical being
ths chisf customers. Unlike the Chettiars, they give loans
without security, but charge a higher rate of intrest-- up
to 20% per mesem. ‘ i

CONCLUSION

The Chettlar and other moneylendes in kalaya
should realise that although their business 1s profitabie
to themselves, it does not benefit the soclety as & wholeeo
They may be shrewd businessmen using both business psychology
and practical facts. But their very success has led to their
unpopularity for -they are too narrow and individualistc in
their outlook. Even Nanjundan who has claimed that the
Chettiard had "performed real service in opening up of the
country and was indespensible for & long time as & purveyor
of Tupal credit"39 says that the Chetiiar in Falaye, 1like in
India, was the "curse of the small peasant, "0 At present
the Chettier's moneylending business is outdated. The
expulsion of Indlans from Burma in recent years is chlefly
due to the activities of these moneylendsrs. In Kalaya such
activities have come to face severe criticism and with the

36Nanjunden, op. cit. p. 36.
37yahajani, op. cit. p. 101

SBThompson and Adloff, op. cit. p. 109.

5gNanjundan, Op.e cit. pe. 36

40114, p. 40C.
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development of co-operative socleties and close regulation
by the Govermment the prospects do nct look brig hv. Cne

resort will be t? follow the advice glven by Nanjundan which
states that the "Chet ulsﬂﬁ*\*n'yalnvﬁ scems to lie not in
the ield of rural credit, but rather in enterprises in
invelving large inves ments of capital, for example, in
industry, commerce and foreign ftrade, which promote the
economic Qevelopuent of the caumb*y.?*i Another resort will
be for them to combine and open local banks for there no
Tocel Indian banks in ialaya. [here was some indication
thet after the passing of the iwoneylenders' COrdinance the
Criettiars in the Federation wre planning to open a bank
with some oi thelr capiltal ?chb had been lying idle since
the Crdinance came into force, %% However, there seems to
have been no futher developments. It rust be noted that the
majority of the banks in the country are foreign banks. The
intrests of these forelign banks need not be uhe sgme 8S
those of the country. For examble, in kelaya there is a
great need for rursl banks. Foreign banks, however centre
avcund trade financing and covﬂorclal finsncing and are not
eager to establlsh branches in rural areeas. This iz one
ulace where the Chettiers have the oppotunity of eradicating
the sticma attached to their profession. They can get, to-
gether %na establish rural banks and do business 1n cobiﬂed
el T ort ‘not on selfish individuslistic lines.

411pid.
1C9.
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