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COUNCIL OF STATE.
Monday, 23rd March, 19£5,

The Council met in the Council Chamber at Eleven of the Clock, the
Honourable the President in the Chair.

ABSENCE OF MEMBEES ON DAYS ON WHICH THEIK QUESTIONS
ARE PUT DOWN. ^

T h e  H o n o u r a ble  t h e  PRESIDENT: The Honourable Mr. Haroon
Jaffer (The Honourable Member was noc present,)

T he  H on o u r a ble  S a iy id  RAZA ALI : May I, Sir, put question No. 166
oh behalf of the Honourable Mr. Haroon Jaffer? _

T h e  H o n o u rable  th e  PRESIDENT; I will allow the Honourable
Member to put the question in a moment. As the House is aware, com
ments have been made more than once from the Chair on the impropriety
of Honourable Members absenting themselves on the day on which -̂heir 
questions are put down. I take this opportunity to say that I associate
myself with all that has fallen from my predecessors on this subioct. At
the same time, in justice to the Honourable Member whose questions are
on the paper to-day, I wish to tell the House that he did inform me that
he would not be here and that he took steps to get his questions put.
l:nfoi-tunately the Member who was to ask these questions for him has
himself fallen ill, and ic is perhaps imderstandable that there is no one
here to ask the questions to-day. I make this clear so that the Honourable
Sir Muhammad Habibullah should not think that he has a grievance in
the matter.

The Honourable Saiyid Raza Ali.

T h e  H o n o u rable  S a iy id  RAZA A LIQ uestion  No. 166.

QUESTIONS AND ANSWERS.

I n c lu sio n  of E x e c u t iv e  O ffic e r s  in  S u b -C om m ittees  of  C a n to n m en t
B o a r d s .

166. T h e  H on o u rable  M r . HAROON JAFFER : (a ) Will Gkivemment
Lo pleased to state whether in the Ijahore and Ambala Cantonment Boards,
the Executive Officer has been included in the various sub-committee.s
cf the Boards formed under the New Cantonment Act?

(b) Do Government intend V issue any instructions in the matter of the 
inclusion of Executive Officers in sub-committees of Gantonmeiit Boards?

‘ ( 657 ) ^



T h e  H o n o u r a ble  S ir  NARASIMHA SARMA {on behalf of His Excel
lency the Commander^in-Chief): {a) and (b). The Government of India 
G»re making inquiries. I will l t̂ the Honourable Member know the result 
as soon as possible.

G r ie y a n c e s  of t h e  H a j  P il g r im s .

167. T he  H o n o u rable  M r . HAROON JAFFER: (a) Will Govo^'nment 
be pleased to state whether a deputation of the Anjuman-e-Islam, Poona, 
waited upon the Honourable Sir Narasimha Sarma in December last at- 
Poona ?

(b) What grievances of the Haji pilgrims were placed before hinr ?
(c) What steps*have been taken to alleviate them?
{d) What further steps do Government intend taking?
(e) Has any sum *been provided in the Budget ? If so, how much ?

T h e  H o n o u r a ble  S ir  MUHAMMAD HABIBULLAH: (a) Yes.
(b), (c) and (d). Stated briefly the* difficulties imder which according: 

to the deputation, pilgrims to the Hedjaz labour related to;

(1) Accommodation at Bombay and Karachi.
(2)-(3). The securing of passports and fares charged by shipping 

companies for children.
(4) Discomforts of the voyage.
(5) Lack of banking facilities.
(6) Danger of travel in Arabia.

I shall deal wî th ea<;h of those in the order of their enumeration.
(1) The Government of India have recently sanctioned subject to the- 

approval of the Legislative Assembly an expenditure of about Rs. 33,000 
to improve the accommodation at Karachi. At Bombay the difficulties can
not be said to be serious as private hoiises are engaged whenever the le'^^ubr 
Pilgrim Musafirkhanas are full. Moreover it is anticipated that uhen 
the port of Calcutta is opened to pilgrim traffic the congestion at Boirrbay 
will materially decrease.

(2) Pilgrims are advised to supply themselves with passports in their
own districts and those who follow this advice generally have ocrrect 
passports. Pilgrims who do not bring passports from their districts are 
supplied w’ith passports at the ports of departure by the Pilgrims. Dh. part- 
ment after making necessary inquiries. The Government of India d.; not 
consider that the existing sirrangement suffers from any serious defect. 
The only change contemplated by them relates to the quality of paper on 
which the passports are printed. The paper now used is said to be un
suitable for the purpose and the Government of India hope soon to fub- 
^titute better paper for it. ^

(3) So far as the Government of India are aware the pilgrims have no
difficulty in obtaining tickets either at Bombay or Karachi. As regards  ̂
the charging of full fares for children under twelve years of age, the ship-
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(4)
of the

ping companies have, except in the case of infants under one year of,age^ 
to provide the same accommodation for children as for adults in view of 
the Paris Sanitary Convention of 1912, which requires the provision of the 
same amount of space for each person on a pilgrim ship irrespective of 
age. The Government of India are therefore unable to direct that two 
children under 12 years of age should coimt as one pilgrim.

Travelling steerage is never very comfortable and a first experience 
sea is attended for the majority of people with a natural disr-»nfort 

which I need not describe. The Government of India do not consider that 
cny useful purpose will be served by the' appointment of Travellinsr 1ns- 
fiectors on pilgrim ships as suggested by the d^utation. The suitability 
of a ship from the point of view of sanitation and general fitness, for a. 
voyage is the subject for careful examination by the port authorities before 
it is allowed to sail. Special inspectors to look after the property of pil
grims who die on the voyage would prove an expensive luxury as shipping- 
companies will pass on tlje- cost to the pilgrims in the shape of increased 
fares. The master of the ship can be trusted to discharge this duty 
satisfactorily.

(5) The Indian Pilgrimage Officer, who has had special experie;^ce of 
the Haj during the last two seasons and was asked to investigate this 
matter, has reported thâ t for the class of pilgrims concerned no banking 
arrangements at Bombay or Jeddah are possible.

(6) i  regret that under rule 8(1) of the Indian Legislative Euies I  
cannot deal with this subject on the floor of this House.

(e) Yes, a sum of Es. 50.000 roughly has been provided in the budget 
estima.te of 192^^6 for expenditure in connection with the Haj and it is pro
posed to make, with the approval of the Legislative Assembly, a further 
allotment of Ks. 33,000 for the improvement of accommodation for pilgrims- 
at Karachi.

QUESTIONS AND ANSWERS. 659*

BILL PASSED BY THE LEGISLATIVE ASSEMBLY LAID ON THET
TABLE.

The SECEETARY of the COUNCIL: Sir, in accordance with Rule 2^ 
of the Indian Legislative Rules, I lay on the table a copy of the Bill further 
to amend the Indian Cotton Cess Act, 1923, which was passed b\ the 
Legislative Assembly at their meeting held on the 21st March, 1925.

MESSAGE FROM THE LEGISLATIVE ASSEMBLY.
The s e c r e t a r y  of the COUNCIL: Sir,‘ the following Message has= 

been received from the Legislative Assembly:
“  In accordance with Rule 36 (i) of the Indian Legislative Rules, I aih directed to 

inform you that the amendment made by the Council of State in the Bill to fix the* 
duty on salt manufactured in, or imported by land into, certain parts of British India, 
to remit or vary certain duties leviable under the Indian Tariff Act, 1894, to fix 
maximum rates of postage under the Indian Post Office Act, 1898, to rfeduce the import 
and excise duties on motor spirit, further to amend the Indian Paper Currency Act, 
1923, and to fix rates of income-tax, was taken into consideration by the Legislative 
Assembly at their meeting to-day, the 21st March, 1925, and that the Assembly have- 
agreed to the amendment.”  "



T h e  H o n o u r a b l e  M r . A. C. McWATTERS (Finance Secretary): Sir, 1  
beg to move flie following Resolution;

“  This Council recommends to the Governor General in Council that he be pleased :
(a) in pursuance of sub-rule (1) of rule 18 of the Devolution Rules, to determine

the sum of Rupees 733 lakhs as the total contribution to be paid to the 
Governor General in Council for the financial year 1925-26 by the Local 
Governments mentioned in rule 17 of the said rules;

(b) to take the necessary steps to amend sub-rule (2) of rule 18 of the Devolution
Rules in such a way as to secure to the Local Government «of Bengal the 
remission of the contribution payable under sub-rule (1) of rule 18 of the 
said rules by that Government to the Governor General in Council in the 
financial years 1925-26, 1926-27 and 1927-28, and further to provide that for 
the financial year 19^-29 the last previous annual contribution of the 
Local Government of Bengal shall be deemed to be the remitted contribu
tion for the year 1927-28;

(r) further to amend the Devolution Rules in such manner as to provide that out 
of the sum of Rs. 733 lakhs recommended to be determined by the Governor
General in Council as the total contribution to be paid by the Local Govern
ments to the Governor General in Council for the year 1925-26 the follow
ing remissions be made, namely

to the Government of Bombay 22 lakhs
to the Government of Burma 13 lakhs
to the Government of the Central Provinces 9 lakhs
to the Government of Assam 6 kkhs;

and further to provide that the sum determined by the Governor General in 
Council as the total amount of the contribution for the year 1925-26 shall 
include the amounts so remitted and that for the year 1926-1927 the last 
previous annual contributions of the said Local Governments shall be deemed 
to include in each case the amounts remitted as aforesaid.”

Sir, this Resolution may appear somewhat involved, but the substance of 
it is quite clear. Out of our recurring surplus of Rs. 268 lakhs, we propose 
to make a recurring remission of Rs. 250 lakhs in the contributions of the 
four Local Governments who would obtain it under the formula in the 
Devolution Rules. Further, we propose to suspend for a further period of 
three years the contribution of Rs. 68 iakhs whichfis payable by the Gov
ernment of Bengal, and this amount has not been taken into consideration 
on the receipt side in our Budget.. And further, out of the Rs. 56 lakhs 
ŵ hich we  ̂estimate will remain as non-recurring surplus, we propose to 
distribute Rs. 50 lakhs in the proportions I have just read out in my Resolu
tion, to the four Local Governments who do not obtain any relief, or any 
substantial relief, under the formula in the Devolution Rules. •

I do not think I need say anything to the House with regard to the 
recurring remission of Rs. 250 lakha, which is made in accordance with the 
formula in the Devolution Rules. But with regard to the proposal in respect 
of the Government of Bengal, the Financial Relations Committee, in their 
report referred to the position of the Government of Bengal in somewhat 
special terms. They said that:

Bengal Aas a low scale of expenditure and an inelastic revenue, and it will 
receive only a very moderate start in its new financial career.”

The Joint Select Committee of Parliament, who considered the report 
of the Financial Relations Committee further said:

“  The Committee desire to add their recognition of the peculiar financial difHculties 
o f  the Presidency of Bengal, which they accordingly commend to the special considera
tion of the Government of India.”

RESOLUTION RE PROVINCIAL CONTRIBUTIONS.
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The Goverament of India have from the beginning considered that thiŝ  
recommendation for special consideration put Bengal in a pecuHar place as 
compared with other Local Governments. Three years ago when 4:he con
tribution of Bengal was remitted, the Government of India were in a very 
much fnore difficult financial position than they are to-day. They had had a 
series of very large deficits, and they had had to impose a great deal of fresh 
taxation*; yet even in those circumstances they felt the position of Bengal 
to be so serious that a remission for a period of years should be given. 
In the present year our position is fortunately veî  ̂ much better, and we 
think it is only fair and in accord with the spirit of the Devolution Eules, 
that a further respite should be given to the Government of Bengal. I do 
not think that I have heard outside this House much in the way of opposition 
to this proposal, and I hope all Members of this House will not grudge what 
we are now proposing to do for Bengal.

Finally, there is the temporary remission of Rs. 50 lakhs out of our 
temporar}  ̂ surplus of Rs. 56 lakhs. That is a special arrangement. It is 
obviously impossible out of the temporary surplus to make a permanent 
remission of contributions, and we feel that in this year, when we are able  ̂
to do something in the way of a permanent remission for the‘ other pro
vinces, it is only fair that we should make the distribution of our surplus 
as widespread as possible, and we know that every one of these Governments 
has non-recurring expenditure of a useful character in excess of the amount 
which we propose to give them. I think, Sir, that is all I need say at this 
^tage of the debate in moving my Resolution. I think the vote which this 
House gave on Friday last was a clear indication that they desired the 
distribution of our surplus to be on this Acale, and I need only add that we 
are appreciative of, and extremely grateful for, the action both of this House 
and of the other House in passing the Finance Bill in the form in which it 
was presented by Government so as to enable us to make this relief on a 
substantial scale.

The Honourable Sir ARTHUR FROOM (Bombay Chamber of Com
merce) : Sir, I beg to move the amendment which stands in my name, that 
after clause (c) of the Resolution moved ̂ the following be added, namely :

“  (rf) to take the necessary steps immediately to secure the revision of the Mestorr 
Settlement by reference to a new tribunal.’ *
Sir, this amendment is one which I feel sure will commend itself to everŷ  
Member of the Council of State including the Government Benches. The 
recommendations which the amendment contains should not be regarded by 
Government in any Hght but that of a sincere representation to Government 
to provide means by which a crying wrong should be investigated and long 
felt grievances removed. And here, Sir, if I may be permitted I should like 
to ask the Honourable the Leader of the House if the Government official 
Members of this Council have a free vote on this occasion.. {Tke Honourable 
Sir Narasimha Safma : I am afraid the normal convention cannot be
departed from in this particular case ” .) I regret. Sir, to hear the Honour
able the Leader’s announcement because we have the peculiar position in 
this House of official representatives from the various provinces voting 
against the wishes of their own Local Governments. I regret, as I have 
said, to hear the announcement of the Honourable the Leader. The Meston 
Award has invoked widespread ‘d^^mning criticism from nearly ever\' province 
and stands condemned by the Finance Department itself in the Resolution 
which has just be^n brought before this Council by tlie Honourable the. 
J^nance Secretary.

PROVINCIAL CONTRIBUTIONS. 6 6 T



[Sir Arthur Froom.]
I will now, Sir, speak briefly for my own province which province haB 

i)een tretRed with scant courtesy by the Central Government in the matter 
of its financial difficulties. Bombay has protested against the extraordinary 
and fallacious conclusions arrived at by the Meston Committee ever since 
the report of that Committee was published. In July 1920 a public jneeting 
of all the citizens of Bombay, of all commimities, assembled in the Town 
Hall to protest against t̂he recommendations ol the Financial Relations 
Committee, and at that time my Chamber sent a respectful cable of protest 
to the Secretary of Stat-e. And what happened? Nothing! Just a minute, 
Sir, Something did happen. I am wrong in saying nothing happened, 
because as a result of the continuous protest from Bombay the Secretary of 
State himself overruled the Meston Award and sanctioned a special rule, 
1̂ 0. 14 (c), in the Devolution Rules thereby granting “ a share” — (I am now 
<juoting, Sir)— “ in the growth of revenue derived from income-tax collected 
in the provinces so far as the growth is attributable to the amount of income 
assesses Then Rule 15 fixed the year 1920-21 as the datum }ear for 
the calculation of a refund to the provinces of 3 pies in the rupee of the 
•excess of income-tax paid in any subsequent year. This presumably, how- 
-ever, was a jest so far as Bombay Was concerned as the datum year 1920-21 
was a year of exceptional trade and prosperity. It is true that the following 
iiwo years were also exceptionally good years and the Government of India 
benefited therefrom. The Government of Bombay in those 2 years did 
receive a small refund of their income-tax. I think it amounted to some
thing like Rs. 12 lakhs and Rs. 16 lakhs, respectively. The boom, however, 
of course did not last. No booms ever do ; and Bombay got nothing in 1923-

nothing in 1924-25, and expects to get nothing in 1925-26. That is 
-where I presume the Secretary of state's jest comes in. But it is a 
joke that my province does not very much appreciate.

As I have mentioned, Sir, Bombay protested in 1920 against the Meston 
Award and has continued to protest ever since, culminating, as Honourable 
Members of this Council are aware, in the Bombay Provincial Council 
recently moving the adjournment of their House, agreed to on all sides, 
iis a protest against the unfair treatment accorded to them. I referred to 
this in my speech on the general discussion of the Budget and I refer to it 
again v̂ nih emphasis. This last protest presumably has had some effect 
and has resulted in clause (c) in the Honourable tne Finance Secretary's 
liesolution under which Bombay i» to receive a temporary remission—of 
Â hat ? Of 22 lakhs I

Now, Sir, the Bombay Chamber of Commerce does not protest against 
the relief accorded to Madras, the United Provinces, the Punjab or Burma, 
which will take effect under clause (a) of the Resolution. Nor does Bombay 
make any objection to the further 8 years’ remission to be enjoyed by 
Bengal; but Bombay does heartily presK for a revision of the Meston Settle
ment by its reference to a new tribunal.

Sir, I will not weary this Council by a recital of figures which have 
heen clearly set forth in a m?yiifesto issued by the Bombay Government 
which has been widely circulated in the press. But I will content myself 
by reiterating that the whole of the Meston Award has beĉ n shown con- 
ciusively to be based on erroneous conclusions. The anticipations of the 
Meston Committee have been proved by events to have been false. As 
I said, I  am not opposing the proposal for remission to 'the provinces, but 
I  do contend that the allocations of revenues and their apoliontion to the
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various provinces were wrong and were arrived at in an extraordinarily 
haphazard and unconvincing manner. The Meston Committee compared 
the revenue of Bombay in the year 1920-21 with that of 1912 V6 and pointed 
out how, in the 8 years which intervened, Bombay had inoreased its revenue 
— îts Excise Kevenue, its General Stamps revenue, its Land Eevenue— 
by some very considerable percentages. This reminds me, Sir, of a conjuror 
performing a trick; h^ produces something very extraordinary out of a hat, 
^ en  says “  Isn’t it marvellous!'" But when I explain to the Council that 
the year 1912-13 in Bombay was one of famine throughout the Presidency 
it will be seen at once by all Honourable Members that the trick falls 
somewhat flat. Sir, I contend again that the allooations of revenue were 
woefully miscalculated. The actual realisations of revenue in Bombay 
<luring the 4 years of the lieform Government are short by something like 
Rs. 9 orores compared with the conclusions of the Meston Committee. Can 
I say more? Is it any wonder that with this stupendous mis’calculation we 
condemn the Meston Award? What use would it be to Bombay even if 
the whole of their contributions were remitted? What use is it to Bengal, 
who is suffering from a similar miscalculation, that her contribution of 
•63 lakhd is remitted for a further period of three years? Sir, the remedy 
lies only in a further examination of the whole question; and w'hat better 
time than now when the revenues-of each province under the reforms can 
be ascertained and given proper a.ttention to?

Sir, 1 would invite the attention of Honourable Members to the Report 
of the Reforms Inquiry Committee. On that Committee sat represent
atives of the people of the Punjab, of Bengal, of the United Provinces, of 
Madras and of Bombay and this, 1 take it, may be claimed to be a fairly 
.representative Committee. The Committee presented two reports, a 
majority report and a minority report; but in botk thesj reports the 
Meston Settlement was condemned. The majority gave it as their opinion 
that the Meston Settlement should be revised as soon as a favourable oppor
tunity occurred. The minority report stated that the Meston Award was 
crippling the resources of the provinces and further added that it has 
prevented Ministers from developing the nation-building departments to 
the extent which would have enabled them to produce any substantial 
results.

I contend. Sir, tliat the favourable opportunity quoted in the majority 
report is now, now at a time when the Central Government should not, 
nay, cannot ignore the conclusions arrived at by both these reports. The 
reports say that the crippling of the finances of the provinces under the 
Meston Award has gone far to prevent the reforms instituted under the 
•Government of India Act of 1919 from attaining that success which we all 
hoped they would attain.

Sir, what does this amendment ask for? Nothing very alarming; 
nothing alarming to any province, nothing disturbing even Government. 
It merely asks that the whole question of the financial relations between 
the Central Government and the provinces should be re-examined now. I 
appeal to all Honourable Members of this Council to support this amend
ment. I appeal with confidence to Members from Bengal, seeing that 
Ihe.ir needsr^re little less than those of Bombay. I appeal to the Members 
from the Punjab and would remind them that the .Meston Award has been 
^Jndemned by Sir Muhammad Shaft who hails from that province* I 
appeal to Members from the United Provinces and in doing so would
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[Sir Arthur Froom.] 
remind them that the Meston Settlement has been condemnivl by Sir Tej, 
Bahadur Sapru. I appeal to Members from all the provinci^B to support 
this amendment— and I include Madras and would remind my Hcmouj’able 
friends from Madras that their esteemed representative from that province 
Sir P. S. Sivaswami Aiyer also condemned this Meston Award.

1 now turn to the Government Benches and would* remind the Honour
able Finance Secretar}’ that the Honourable Member in charge of the 
Finance Department himself has clearly shown his disagreement with the 
Meston Settlement. I remind the Honourable Home Secretary that his 
Chief has condemned the Meston Settlement. Can he voto against that? 
1 would remind the Commerce Secretary that he cannot very well vote 
against the opinions of large centres like Bombay nnd Calcutta. I would 
also remind our esteemed Leader of the House, the Law Member, that 
his illustrious predecessor heartily disapproved of the Meston Award. I am 
sur* the Honourable Sir Muhammad Habibullah too cannot honestly oppose 
this recommendation which has for its object the furtherance of the 
legitimate progress of the provinces. Finally, I would remind all tiie 
Honourable Members of this Council, both official and non>official, that 
our President himself has condemned the Meston Award.

T h e  H o n o u r a b l e  t h e  PEESIDENT : Amendment moved that, after 
clause (r) the following be added, namely:

** (d) to take the necessary steps immediately to secure the revision of the Mestonr
Settlement by reference to a neV tribunal.”

T h e  H o n o u u a b l e  Mr. G. A. NATESAN (Madras : Nominated Noti- 
offioial): Sir, my Honourable friend Sir Arthur Froom is reputed for his- 
strong loyalty and constitutionalism, but yet on this occasion he has tried 
to gather together foi^his purpose the discontent and perhaps the disloyal 
elements of this Hous6. I was somewhat amused at the way in which he 
i^tilised certain observations of the majority report of the Muddimaii 
Commitftoe and I was wondering whether he remembered that he alsô  
was one of them and of the majority. The case against the Melton Award 
has been so firmly established that nobody has a good word for it, and 1 
think it is hardly necessary for me to attenmpt to flog a dead horse. And 
speaking for Madras, let me state that I and my colleagues here or else
where do not grudge what has been given to Bombay and to Bengal on the 
present occasion. Bombay has got a gift of 22 lakhs which I think was
acknowledged very gratefully else\^ere as a very generous act of the
Government of India. Bcmgal has had its remission for three years— ŵhicli 
I understand according to some legal authorities is a doubtful procedure 
according to Kule 18 of the Devolution Buies—but I do not pose as a lawyer. 
If anybody is hit very hard— and I want my Honourable friend, Sir Arthur 
Froom, to listen to me—by the Meston Settlement it is not Bombay, it 
h  Madras and other provinces; and perhaps he will be very disagreoidbly 
surprised to hear that a leading Anglo-Indian paper of his province, the 
Times of India, made these remarks only the other day. I luckily got a 
cutting from it this morning. The Times of India recognises the injustice 
done to Madras imder this Award. It writes:

“  The contributions press more heavily on other provinces than they do on Bombay.*'

T h e  H o n o u r a b l e  S i r  ABTHUR FBOOM : I  never said in I f t y  speech 
that Madras whs treated fairly. I said that all Provinces disliked this 
Meston Award 1 tak« Madras is a Province.
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T h e  H o n o u r a b l e  Mr. G. A. NATESAN: I was only going to make out 
that if anybody suffered most under this Award, it is Madras and wo have 
the testimony of a leading Bombay newspaper; but my point is th ŝ. My 
Honourable friend Sir Arthur Froom has pointed out that the majority 
report of the Muddiman Committee says that we should wait for a favour- 
tvble opportunity and he thinks, when not even four weeks, 1 should sfciy 
not even three weeks, have elapsed since this report has been in our hands, 
that the tTOe for considering this matter has arrived. 1 request him to 
read five lines above the passage he has quoted, where they say:

“  It is clear that we have not the information upon which to base any recommenda
tions for the revision of the Settlement.** . . .

The H o n o u r a b l e  S i r  AKTHUll FROOM : The object of my amendment 
is to get the correct data.

The Honourable Mr. G. A. NA’FESAN: My Honourable friend is 
anxious to get correct data. Now, I would like to put one or two diffi
culties before hitn. 1 am not pleading for Madras or any other province. 
What are the data upon which those contributions can be settled or the 
revision of the Meston Settlem&it itself can be made? The Meston 
Settlement is in consonance with the Montagu-Chelmsford Act which haj; 
come into force. The principle of the Montagu-Chelmsford Act is the 
ayarchy system. Is a Committee now called upon to revise it, to base I'tS 
recommendations upon the assumption that dyarchy— a thing which is 
condemned, or which at any rate has not proved satisfactory in the eyen 
of many ? Is it to base it upon that or is it to base upon the assumption 
that complete provincial autonomy is to be given? If it is to be the latter, 
what are to be the financial sources of revenue for the provinces? What 
sources for the Central Government? These are all very difficult problems • 
v/hich will have to be solved. If, according to my Honourable friend 
Sir Arthur Froom, a case has been made out for going into the whole 
question of the terms of the Meston Settlement, raking it up and finding 
a new system of provincial adjustments, then I think a much better case 
has been made out to say that this cannot possibly be done unless the 
v/hole question of constitutional reforms under the present system of 
dyarchy is taken up together with this. I cannot possibly conceive of any  ̂
one suggesting that^the one can be done without takmg up the othav. 
Indeed, they are so clos^y interwoven, they are so interdependent, if that 
v ord can be used with appropriateness in any case, that there cannot be 
any stronger case than this. While, therefore, I admit that the Meeton 
Award has been hitting everj’ one hard, I do think that it cannot with any 
advantage to the public or to the provinces or even to the Central Legis 
iature be «possibly considered now unless we take up the larger question 
with which it is bound up, with which it is so closely interwoven, namely, 
me question of provincial autonomy. The majority report, I think, made 
It perfectly clear, and I hope I have shown that my friend the Honourable 
Sir Arthur Froom who has displayed the skill of a lawyer in reading only 
that portion of the Keport which is most favourable to h’m in support cif 
his proposition, has failed to make out a case for taking u«p the inquiry 
now. ^

Toe  F o n o u r a b l e  S i r  ARTHUE FROOM: I quoted verbatim from the 
report of the Committee. *
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THE‘ H 0N0uaABLB Mb. G. a . NATESAN: This sentence, 1 thought, was 
not quoted. It is clear that we have not the information upon which to 
base any recommendation If I am wrong, I owe him an apology^ but 
having sat very near to him and with ears open, I can say that 1 think he 
<lid not read this sentence.

T u b ^ H o n o u R a b l k  S i r  ARTHUB FKOOM: I said that^l want a Com
mittee and that the necessarj’ data can be found.

T h e  H o x o u u a b u :  M u . G. A. NATESAN: Anyway, my statement is 
x'orrect, that this particular sentence, the fifth sentence, was tiot quoted. 
I think, therefore, this is not the proper time to take up this question. 
My first contention is, and in this matter I am glad there is also the 
view of the Government of India and the Finance Minister, that before 
any attempt in the direction suggested by the Honourable Sir Arthur 
Fjroom is made, you must wipe off the provincial contributions. It 
produces a feeling of jealousy between the Provincial Governments and 
the Government of India, and as this House is aware, if there is prie 
question on which in the provinces officials and non-officials, and people 
of all political parties and creeds feel alike, it is this, and so long as you 
allow the provincial contributions to stand as at present, you will have a 
great deal of difficulty, and the difficulty which has been experienced in 
the past will, I think, crop up with considerable acuteness in the future.' 
You must therefore as sound financiers do your best to wipe off these 
provincial contributions at the earliest possible moment. 1 am willing 
to join all the Members from the different provinces to compel the 
Finance Minister now to make a declaration that efforts will be made 
without undue delay before three years elapse to see that the whole of 
•this is wiped off, and if it is done, I should have no objection to the other 
question being taken up, but you cannot now ask for an independent 
committee to inquire into the question of the Meston Award without 
takin<» the other question which is very closely connected with that f̂ 
(Constitutional reforms. My Honourable friend Sir Arthur Froom ought 
to have thought about this before he signed the majority report of the 
Muddiman Committee If he was interested in the provinces so keenly, 
if he felt the financial oppression was cruel, he had no other alternative 
but to say that the present system on which the Gr>v^piment are working 
is hopelessly bad, that the financial portion is Oppressing not only his 
own province but other provinces as well. But he did not say anything 
of the kind, and I think he has lost the best chance of his life, and I 
fear there is no use his coming here now with his tale of woe.

' T h e  H o n o u k a b l e  Sm AKTHUB FROOM: May I rise to make 
explanation, Sir? I did not want to interrupt unduly the Honourable 
Member from Madras. I made it perfectly clear in my speech that I 
liad no objection to the remission of these provincial contributions. But 
what I do object to is the way in which the allocation of the revenue 
has been arrived at.

T h e  H o n o u r a b l e  Dr. DWARKANATH MITTER fWest Bengaf: Non
' Muhammadan): Sir, I understand that both the original Resolution as 

yell as the amendment are now open to discussion. That being so, I  have 
m the firet instance to thank the Honourable Mr. McWatters on behalf of 
Bengal in regard to the proposals contained in his Resolution to give a
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Teiniasion for three years to Bengal. Of course, in thanking the Honour- 
jibie Mr. McWatters, I certainly couple with him the name* of the Honour
able the Finance Member who is present here to-day. Sir, Bengal cannot 
be too grateful to the Government of India for recommending that a 
remission be given for three years, but that is just in accordance with 
the spirit of the lieport of the Joint Parliamentary Committee which 
drew attention to the peculiar financial difficulties of the Presidency of 
Bengal, and accordingly commended that special consideration should be 
iihown to Bengal in the matter of giving a further equitable relief. Sir, 
reading the Devolution liules as a lawyer, 1 consider that the recom- 
inendation is really a part of the Devolution liules which were fomiulatei 
by the Government in accordance with the powers given under tlie Govern
ment of India Act. Instead wf the members of the Committee themselves 
directing that that should be made a part of the Devolution liules, they 
left it to the discretion of the Government of India to grant special relief

Bengal on account of her peculiar financial ditRculty.
Sir, I have heard it suggested, though I cannot refer to it here, but 

it has been suggested elsewhere, that in granting this special equitab'e 
relief to Bengal, which formed the recommendation of the Committee, the 
members of the Conmiittee were influenced, as it were, perhaps unduly 
influenced, by the opinion or by the pressure of influential bodies !n 
Calcutta. I submit, Sir, that there is absolutely no foundation for this 
•suggestion. You will remember, Sir, as has been pointed out by the 
Honourable Mr. McWatters, that at thfe time when this recommendation 
ŵ as made, the Government of India themselves were faced with a deficit, 
And notwitKstandin§ that because they made that recommendation, they 
considered that the need of Bengal ‘was so peculiarly pressing. Honour
able Members may not be aware that the Meston ('ommittee did not t?ik3 
into account the fact that there was certain expenditure in the year 1921 
which Bengal had to incur and this expenditure they should* have taken 
into account in making the Awanl. I sliall just for the sake of illustration 
allude to one item. A promise was made by the Government of India to 
•open tlie new Dacca University. That meant a recurring expenditure of  ̂
lakhs of rupees. That was not taken into account by the Meston Committ-ee 
when they made their Award. Ai' t̂her fact which they did not take into ac
count was that Bengal at that tin> ,̂ like other provinces, was carrying on 
government with the greatest possible economy. That also is a circumstance 
which was not taken into account by the Meston Committee. In these 
•ciircumstances, I think, Sir, that Members from the other provinces will 
not grudge to Bengal the relief which is proposed in the Resolution of the 
*Govomment of India. I am not here. Sir, to raise any question of pro
vincial recrimination or jealousy. As the Honourable Sir Arthur Froom 
said, we.are all willing if, as a result of the examination which forms the 
subject of his amendment, there will be an equitable adjustment of the 
financial relations in respect of all the provinces, and no one will be more 
pleased than I myself coming as I do from Bengal.

This brings n\e, Sir, to the consideration of the amendment which I 
•support, and I do not think that the Besolution is in any way in conflict 
with the amendment, for I think we are all agreed, and I think Sir Arthur 
Froom agrees with me, that so far as the Resolution is concerned, it should 
1)e given effect to in its entirety. In the meantime an inquir\'" should bo 
directed by the Government of India to have a revision of ibhe Meston 
Settlement. Now, with regard to this Meston Award itself, I think opinion 
as almost unanimous, and Sir Arthur Froom has referred to the opinion
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only of non-officiSls but also of officials to show that the Meston Settlement 
cannot stand scrutiny for very long. Sir, if the basis of the Meston Settle
ment is examined, 1 may just submit to this Honourable House that it is 
radically wrong. It is intended really to effect for all time, as it were, a 
separation of the central and the provincial revenues. It determines the 
tax jurisdictions and it effects the* separation between the central and the 
provincial revenues once for all in the same manner as the separation now 
obtains in the United States of America. But the analogy of the United 
States is wholly misleading, for there it was the different States Govern
ments that came into existence prior to the Central Government. In the 
case of India the position is just the reverse. If we are to search for an 
analogy, we might just look to the Colonies.  ̂ In the Colonies, as far as I 
understand from the literatiu^ which I have read, the provincial revenues 
are supplemented by the revenues from the Central Government. That 
also, Sir, is a system which appears in a more pronounced form in the 
Australian Commonwealth. Liooking to the Continent, in Gennany also, 
the central revenues do supplement the provincial revenues. Therefore, 
the Meston Settlement proceeds on a basis of which we find a parallel only 
in the United States where the position, as I have already shown, is just 
contrary to what happens in India. It has been said. Sir, by a very dis
tinguished financier that the tests with regard to the separation of tax juris
dictions and the real considerations involved in the choice of revenues from 
conflicting tax jurisdictions are the considerations of efficiency, suitability and 
'adequacy. Now, with regard to the first two tests, I am bound 
to say that the settlement made by the MestoH Awani* perhaps * 
satisfies these tests. One can understand the customs and railways beings 
put as a part of the central revenues, whereas land revenue and excise do 
naturally fall to the provincial revenues. With regard to the income-tax, 
I Ahink the Government of India practically admit that this really ought 
to form part of provincial revenues because it ifi being provijieially adminis
tered. If that is to De taken as an admission, diirect or indirect, that is a 
matter, of course, which is to be taken into account. But however that 
may be, judged by the last test, namely, the test of adequacy, I respectfully 
submit to this House thait the Meston Award will not stand scrutiny, for 
one of the great elements which the Mieeton Award did not take into 
account so far as my province is concerned isi that it ignored alto^ther 
the historic circumstance, a circumstance which has existed ever since 
1793, namely, the permanent settlement, and that the land revenue there is 
ooosequently inelastic. That was the thing which the Meston Award did 
not take into consideration. The result is that by arbitrarily marking off 
the revenues with a view perhaps to nrtitain a certain symmetry they have 
retained the rigidity which has affected very unfairly some of the provinces, 
to wit, BengHJ and Bombay. If this Committee had taken into ficoount, 
instejirl of making this arbitrary decision the causes 'arijjimg out of the 
historical circumstances, on which it i« impossible now to go back, the 
result of the Meston Award would have been very different. Sir, in this 
connection 1 have one other thing to sug ĵest, which is forgotten now. Hon
ourable Members will not forget that Bengal which now contributes the 
larpest share of the central revenues, is left with slender re îources, because 
the heads of nevenuen have been marked as pro\incial md central. What 
arc the results? We find this spectacle that by reason of the arrangement 
which has been arrived at, the Central Govannment arc* furnish^ with 
Hurpluses, but what is the position of the provinces? There are deficits*̂
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In some provinces which make it impossible for the Oovemments of those 
provinces to run their administration. Complaints must have reached the 
Oovernment of India from Local Governments which suffer in that way. 
Tliere are, on the other hand, certain provinces which are financially better 
off and are showing signs of affluence. That is the position M̂ hich has to 
ibo encountered. It is because of this position that we ask that the amend
ment of Sir Arthur Froom should receive the attention of the Government of 
India and that there should be a revision of the Settlement in which the 
<;laims of all the provinces should be considered on an equitable basis 

•Taaving regard not only to a perfectly clear-cut standard but to the needs 
*of each province. I therefore support the liesolution as well as the amend
ment. In my view the amendment does not really conflict with the Reeolu- 
tion, and the inquiry which the Honourable Sir Arthur Froom suggests is an 
inquiry during which, of course, relief might be given to the provinces as 
hHS been indicf»4ied in the Resolution. With the^e words, Sir, I support the 
.jimendment.

T h e  H o n o u r a ble  M e . LALUBHAI SAMALDAS (Bombay: Non-
Muhammadan) : Sir, I need hardly say that I rise to support the amend--
ment moved by my friend Sir Arthur Froom. My amenchnpnt was prac
tically on the same lines, the only difference being that I 
suggested an independent authority. However, I support the 
amendment moved by the Honourable Sir Arthur Froom. I 
«hall not repeat the arguments that were used by Sir Arthur Froom. But 
I will go R little more into details to satisfy this House and satisfy the 
Oovernment of the injustice done by the Meston Award which, as my 
Honourable friend Mr. Natesan said, is almost a dead horse. Sir, the first 
mistake that the Meston Committee made was about the fixing the datum 
line at 1912-13 which, as has already been referred to by Sir Arthur Froom, 
was a famine year. All the Members here from Bombay know that there 
was a very btid monsoon in 1912 and the year was a bad one. We had to 
start a famine relief fund. It waŝ  not only the dry tract of Deccan that 
was suffering but the usaially fertile Gujrat tract was also sufferii^g. Both 
Gujrat and the Deccan suffered to such an (»xtent that at that time we 
had about a crore and a half of less laT̂ l revenue. Now, if the Meston 
Committee took that veaE, when we had about a crore and a half less land 
revenue, and then took the  ̂ear 1920-21, and then took the average, natur
ally they came to the conclusion that the average would be 4 per cent. 
Now, Sir, there is a story of a man who drowned the whple of his family 

12 Nook averages. He went with his family to a river. The
river was in flood. The man knew the arithmetical rule of 

three, and of calculating averages, and he said to other people on the bank 
of the river, “ I want to cross the river” . They said ‘ ‘You cannot; it 
is in flood.”  He said: “  Let me ask you a few questions: How low is
the water here?”  He was told only one foot, but later on in the middle 
it was 8 feet and that at the other end it was again 1 foot. He made the 
average and said: It is less than 3 feet and a half, and we al*e
feet tail, and we will be able to walk through.”  And the whole family 
was drowned. The Meston Committee in advancing this solution has 
drowned not only Bengal and Bombay but the other provinces as well.
It is time therefore that the Government of India awoke to the fact 
that the Meston Committee have made a mistake,^ that the premises 
on which their decision was based were quite incorrect, and as my friend 
Sir Arthur Froom pointed out, the expectations which they raised 
have not been fulfilled. We have got 9 crores of rupees '
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during the five years that the Meston Committee’s Award has been 
worked. But, Sir Arthur Froom did not mention one other fact. We- 
ht^ 9 crores less, but he did not say what the Government of India got. 
The Government of India, according to the Meston Award were to get 12  ̂
crores from income-tax during five years. But what did they get? Thej 
got 32 crores and more. That is to say the Government of India have got 
20 crores more than what the Meston Committee thought they ought to get 
under income-tax, while the Government of Bombay has got 9 crores less, 
than what the Meston Committee thought they ought to get in Land Reve-  ̂
nue. Excise and Stamps. That is to say we are down by 9 crores and the 
Government of India are up by 20 crores, and yet whenever the name or 
the demand of Bombay comes up here, we see a deaf ear turned to us. I 
cannot understand how my friends from Bengal were able to get on thê  
right side of the Finance Member three years hack when the Government 
of India showed a deficit balance. I wish they could teach us the way in 
which they approached the Finance Member so that we could 
go and get their 'support by adopting the same methods. It 
is really some sort of diplomacy which we in Bombay do not understand. 
And Bengal has been able to get round the Finance Member twice, once 
when there was ft deficit they got a moratorium, and this second time when 
there is a surplus they have got a three years’ moratorium. We do not 
grudge Bengal its remission. It has suffered and it ought to get it, but 
we want the same justice that has been extended to Bengal to be extend
ed to Bombay.

Sir, I will now come to the two main heads under which the Meston- 
Committee thought the Bombay Government w’ould get â  larger income- 
The Meston Committee have, as I said, gone by the rule of averages and 
done hami to everybody. The Meston Comniittee, referring to Bombay,
I do not know whether it was meant as a compliment— said: “ The 
former has obtained a scale of expenditure far above the Indian average.”  
Because we are spending more, therefore we should not be given any 
concession. That may be one argument. The second part of the sen
tence is: “ And the pace of expansion of its reverAies is higher than
any other province.'^ For land revenue they pi0j down that the percent
age of expansion would be 4, while if they had d little more patience, if  
they had gone into the accounts of the previous ten years as they o\jght 
to have done, they would have found, as the Bombay representation says, 
that in 20 years the land revenue has increased by 14 per cent. only. 
This means that the percentage per annum is less than 1 per cent., and 
yet the Meston Committee said our percentage would be 4 per cent. Sir, 
possibly none of the Meston Committee knew what the ryotwari land 
revenue system in Bombay is. Had they knowni, they would have known 
that for 30 years there is no revision of settlement, and it is only at the- 
end of 30 years that the revision of the settlement comes, and the per- 
cental^e has be^n less than 1 per cent. And yet my Honourable friend 
the Finance Member says he can sit on the stile and keep on smiling and 
care not what happens. The time may come when both the stile and 
the smile will go and justice will have to be done to all the provinces in
cluding Bombay and Bengal.

The second headU Sir, is excise. As regards excise the Meston Com
mittee never perhaps made inquiries that the sudden rise in excise was 
due to a change in the system. We had first one system and then later 
the auction system, and the sudden rise which occurred as a result of"
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the changc led them to fix the average at a very high percentage. The 
same rule of averages, if not properly understood, does harm in this case 
also. As a result what lia’ppenedV The Meston Committee thought that 
we would get 645 lakhs in the first year and 17J lakhs more every year. 
As a matter of fact we have not in any year got 6,45 lakhs. The maxi
mum we got in 1922-28 was just over 6 crores, and yet the Finance Mem
ber has no soft spot in his heart for Bombay. Sir, if I have not mis
understood him, I heard him the day before yesterday say that he is not 
going to stick very strictly to the dictum he first laid down; that he will 
not stick to the rule that no otTier taxation should be considered until 
all  ̂ the provincial contributions are wiped off. If my understanding 
is aright, it means that the agitation we are carrying on in Bombay and 
elsewhere had had some effect. Either it may be the general taxation 
or it may be the cotton industry. As regards the cotton industry I want 
to say the cotton excise duty ought not to go to the Government of India. 
What have the Government of India done for the Bombay mill industry? 
Why should it go to the Government of India? Give it to us and the 
Government of Bombay and the cotton industry will decide what to charge 
and what not to charge^ Can the Government of India honestly say they 
have done anything to help the cotton industr\ ?̂ The Gbvemment of 
Bombay have done everything to try and improve the conditions in Bombay ; 
they have taken all the trouble to see that the labour does not live in 
slums; and all this at whose expense? At the expense of the Bombay 
general tax-payer. Therefore why should not the cotton excise duty be 
transferred to us? 1 believe the cotton excise must go. I was pleas^ to 
see, and I congratulate Madras on it. that on the La«t Resolution moved 
in the Madras Council two Madras Members, Mr. Satyamurti and Mr. Reddy, 
said they will not put the removal of the cotton excise duty against Pro
vincial reductions.

T h e  H o n o u r a ble  t h e  PRESIDENT: The Honourable Member must 
not raise a discussion on the abolition of the cotton excise duty. He must 
confine himself to the transfer.

T h e  H o n o u r a ble  Mr. LALUBHAI SAMALDAS : I want to say that 
the cotton excise duty should go to Bombay because the Government of 
India have no claim on it. We ^re spending money on improving 
Bombay and that money should come to us.

I have very little more to add. I only want to say that what the 
Muddiman Committee recommended ought to be accepted. Sir Arthur 
Froom did not read the whole of it not with the idea of keeping any thing 
back. The previous sentence to which the Honourable Mr. Natesan re
ferred did not affect the sense of the sentence that he read, which is the 
really important portion. The Honourable Mr. Natesan said that w’e 

•have not all the facts before us. We do not say we have all the facts. 
As we have not got them we suggest that an independent authority 
should be appointed immediately to examine and revise the w’hole Settle
ment. It may be that the Central Government may have to pay a little 
more to the general pool or it may be that Madras has to pay more, but 
w'o want justice to be done to our cause; we do not want doles nor do- 
we want charity.

T h e  H o n o u rable  M r . A. C. McW’ATTERS : 5̂ir, I rise to oppose this 
amendment and I hope to be able to convince the House that it is inap
propriate that an amendment of this kind should be made to the Resolu
tion which I have just moved. I propose to avoid entirely all compara
tive foialysis of the position of the various provinces, what they have
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-done and what they haive suffered. Any discussion of their rates of 
expenditure and of taxation would be fruitless and lead to nothing. But 
I can scarcely pass over one remark that was made by the Honourable 
Dr. Mitter when he contended that income-tax should be provincial 
revenue on the ground that it is provincially administered. I should like 
to assure him that it is not provincially administered. It is administered 
by the Central Government.

At the outset I should like to say that the Meston Settlement was 
undoubtedly made at a very difficult time and there is no doubt also that 
a great many of the assumptions on which that Settlement was b^sed 
have not been borne out in practice. That we admit; we admit that 
practically every province has suffered. 'They have had to impose addi
tional taxation. They have had to retrench much more than was ex
pected. But who hiis been the greatest sufferer? The Central Govern
ment. They have had to face a series of deficits. They have imposed 
more taxation than any of the Provincial Governments. They have re
trenched, I may say, more than any of the Provincial Governments. They 
have been the greatest sufferers from the Meston Settlement. And I 
should also like to say that we do recognise the particular difficulties 
from which the great industrial provinces of Bombay and Bengal are 
suffering. We do agree that when the financial relations of the provinces 
come to be revised, the question of putting the finances* of the industrial 
provinces on a more secure basis is one which will have to be considered. 
But the greater part of the debate we have heard to-day has been entire
ly irrelevant to the amendment moved by the Honourable Sir Arthur 
Froom. The question before us is not whether the Meston Settlement 
is a good or a final settlement, or whether it is approved by the Home 
Member or by Sir Tej Bahadur Sapru. The question is whether it can 
be or should be immediately revised, which is an entirely different pro
position.

Now the Government of India's positkm in iJiis matter is perfectly 
clear. They have just received the Beport of the Reforms Inquiry Com
mittee to which reference has been made, and both the majority and the 
minority of that Committee have made recommendcutions' regs^ing the 
financial relations of the provinces. The Government of India have not 
yet had time to cpnsider the recommendations of that Conmiittee. and 
until they do eo it is obviously impossible for me to accept ao amendment 
which says that the Meston Settlement should be imm^iately revised.

Some remarks made by the majority of the Reforms Inquiry Committee 
have been read out, but it is curious that neither the Honourable Sir. 
Arthur Froom nor the Honourable Mr. Natesan have rend out the whole 
of the relevant passage which bears ao entirely different meaning to that 
conveyed by the two extracts they read out. This is what the majority 
said :

“  We ho]M that with an improvement in the finances of the c«ntral government it 
will be possible to begin the work of reducing the provincial contributions. As we 
have shown, however, this î  not likely permanently to meet the needs of certain of 
the provinces. It is clear that we have not the information upon which to base 
any recommendations for the revision of the settlement. We considir also that it is 
probable that an adequate revision will have to await a considerable improvement 
in the finances of the central government. We think, however, that the settlement 
.should be revised as soon as a fAvourable opportunity occurs.**
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{The Honourable Sir Arthur Frnam : “ The opportunity has conu'.
Doe8 the Honourable Member seriously contend that a favourable opportun
ity had suddenly occurred after ho \̂ Tote that report? He was a signatory 
to thatr report. I appeal from him as the representative of Bombay 
Presidency to him as a signatory to thiii report.

Now, Sir, whtrt does the minority say? The Honourable Member quoted 
one or two sentences but he curiously omitted the most important portion 
of what they said:

*' Upon the materials before us it is impossible to examine the merits of the case 
for each province or to suggest an alternative to the Meston Award. We think that 
this is a task which can best be performed by a body of financial experts and even 
BO we apprehend that it would be extremeljr difficult to arrive at any satisfactory 
solution independently of large and substantial alterations in the Constitution. Any 
temporary expedient which may be adopted for the relief of any particular province 
is bound to be resented by other provinces."

Well, Sir, that is the position. The G^ovemment of India have that 
report before them and they have to consider that report; and. in the 
quotations I have road out, both from the majority and from the minority 
report, there is nothing which suggests an immediate revision of the 
Meston Settlemient.

That being tihe position, I caoi only put beiore the House certain other 
considerations which will have to be borne in mind when this matter ia 
considered; and the fir.t is this,—that until there isi sufficient money to go 
round it i>- obvious tlurt "Jiny r<‘lief which is given to particular provinces 
must be at the expense of some of the others. I do not lay great stress 
upon it. It is simply a matter of arithmetic; but it is a consideration 
which I would commend to the Members from other provinces here present. 
The second, is that unless there is a prospect of any settlement which might 
be made in the next year or two being reasonably permanent, there is no 
object i«n undertaking it. .It î  essential that the revision must have some 
prosipect of pemxjmency, otherwise all that will happen will be that you 
will make your task of obtaining a successful and final settlement more 
difficult. You will simply be creating a number of (new vested int^ests. 
Thirdly, I may recall to J:he House tiiat we have now sitting a Taxation 
Inquiry Committee. It is perfectly true that the terms of reference to this 
Committee do not include the distribution of the proceeds of taxation 
between the provinces. They are Aot there to revise the Meston Settlement; 
but they are there to give advice as to the correct theoretical distribution of 
taxation, imperial, provincial and local, and as a result of their recomtnenda- 
tions there is no doubt that we shall be in a better position to arrive at 
a solution of some of the problems which are raised by wihat is called the 
re-opening of the Meston Settlement.

Then, Sir, there is one particular point which is imjx)rtant and which has 
been ref^ed to both bv the Honourable Sir Arthur Froom and the Hon
ourable Mr. Lalublhai  ̂Sam«ldas; that is» the inequitable workmg of 
Devolution Rule No. 15. That rule was inserted on the recommendation 
of the Joint Select Committee of Parliament and was intended to give 
all the provinces some share in the inoome-tax based on the growth of 
assessed income. It is perfectly true that that rule has not worked out satis
factorily for Bombay and Bengal and some of -the other provinces, and th  ̂
Honourable the Finance Member in anotfeer place has definitely promised
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that he will consider the revision of that ride. It is possible that th# 
opinion of some independent body such as the Taxation Inquiry Cocamittee 
might be taken on it; and in any case it will oome up for oonflidei îoD 
the next meeting of the financial repree^tatives of the provinces. This 
particular question is important because it may lead to some relief for thA 
bigger industrial provinces.

That, Sir, is really all I have to say with regard to this amendmeaat. 
Thq Government of India e position is quite clear. They cannot, until 
they have considered this report which is now before them, commit them
selves to accepting an amendment of this kind. I should also like 
appeal to the House. This Council represents the whole of India and I 
should like Blonourable Members to take a statesmanlike view of the 
rNu-xtk)n. from the point of view of their individual provinces but frorm 
the point of view oi India as a whole.

The H onourable Mr. V. RAxMADAS PANTULU (Madras: Non- 
Muhammadan): Sir, with the first portion of the Honourable Sir Arthur 
Froom*® contention I am in perfect agreement. There can be no denying 
the fact that every province is dissatisfied with the Meeton Award. The 
principle of allocating the same sources of revenue so widely varying in 
different provinces and provincialising those sources of revenue has worked 
hardship Coming from Madras I also have a further grievance, that 
even in the working of the Devolution Rules framed under oection 45 A of 
the Government of India Act, the Government of India have not treated 
Madras fairly They seem to have acted in a most erratic manner mthout 
any definite principles. In the year 1928*24 they showed a deficit of some 
38 lakhs and got all the contribution from Madras. But as a matter of 
fact we find that they had a surplus of 239 lakhs, out of which we would 
have got 121 lakhs if Rule 18 was worked properly. Again in the year 
1924*25 they showed a small surplus of 18 lakhs but as a matter of fact 
they had a surplus of 400 lakhs, and if Rule 18 was worked properly we 
should have got 190 lakhs for Madras under the Devolution Rules. Sir, 
in this pairticulnr yenr 1925-26, taking the 8iir|>]û  a« 887 lakhs we would 
have got 185 laMis if Rule 18 had been applied̂  instead of which we are 
only given 126 lakhs. Even if we acquiesce in the favourable treatment 
recorded to Bengal we should have got 158 lakhs, and not 126 lakhs. 
Therefore by the non-application of Rule 18 and by not working it properly, 
Madras hos lost some 400 lakhs during the last three years. Therefor® 
I am one of those people who are hit very badly, not only by the Mestom 
Award but sAbo by the very erratic manner in which it has been worked 
by the Government of India. I am in entire sympathy therefore with any 
demaflid for its revision. But unfortunately I cannot accede to my friendS 
amejidment for two main reasons. In the first place, Sir, I do not fe l̂ 
that any useful purpose could be served by undert̂ aking the revision of tha 
Meston Settlement at this time. The constitutional position under th# 

'̂rovemj'nont of India Act is that really the provinces have no separate 
revenue fund at all and unless we solve that question we cannoft usefulW 
revise thi<; Settlement. Any other independent tribunal will have to pr#- 
ceî d theoretically upon the same basis as Lord Meston did, whatever may 
be the conclusions at which it arrives in regard to details. My Honourable 
collen̂ îu'K frre aware of the fact that under section 20 of the Govemm«nt
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"of India Act all t>he revenues are raised in the name of and for Hie Majesty 
•tho King-Emperor, and both the Central Government and the Provincial 
Oovejnments act merely crs the agents of the Secretary of State in raifiiQg 
rovenuee and in borrowing funds. Therefore, until we constitute a ppovin- 
ciaJ revenue fund there can be no real possibility of dividing the cenir.J 
revenues from the provincial revenues from a constitutional oi view. 
When our demand for self-government is outstanding aoid tie ijovemmeni 
have not made any announoement on that matter, 1 feel that any attempt 
at a partial adjustment of the financial relations between the Central Gov
ernment and the Local iGovemments in certain matters will only tend 
retard the advancement of our demand for further reforms. I feel strongly, 
on that matter. Provincial autonomy is intimately connected with financial 
autonomy; the two are so inseparable that you cannot really claim on»5 
without getting the other. I shall only read one passage from the Eeport 
which has already been quoted. At page 44 the majority &ay:

"  The revenues allocated to Local Governments must in fact be separated and held 
in separate accounts from the central revenues before anything in the nature of 
provincial autonomy could be set up. So long as the Central Gk)vernment is responsibl# 
for the pi'ovincial ways and means programmes, so long obviously must it retail 
control in certain financial matters. For full provincial autonomy separate consolidated 
funds for the provinces would have to be constituted, and, as the right to sue Govern
ment is recognised in section 32, it would further be necessary to provide that. wh«« 
the claim, if established, would have to be met from such consolidated funds, the suit, 
would lie against the province.*’

it onJy lies now against the Secretary of State under section 32 of th« 
Act. The minority also say the &ame thing at page 169 of their Eeport: 
They say: ‘

"  In any scheme of provincial autonomy it seems to us to be vitally necessary that 
the finances of the provinces must be separated from those of the Central Gk>vernment. 
This will necessarily entail a determination of the sources of revenue to be assigned 
to each, of the limitation of the field for taxation for each so as to avoid conflict 
between the tŵ o and of the prescription of the limits within which and the conditions 
subject to which Provincial Governments may go into the market for the purposes of 

•borrowing,*’

With this definition of the functions of the Central and Provincial Govern
ments on financial matters and with the provisions of the Goveninient of 
India Act os they stand now, I do not think any tribunal can really adopt 
♦any other principle except what Lord Meston adopted, though it m ay diHer 
from hitn in regard to actual amounts. Therefore I strongly object to 
this question being taken up before we solve the question of self-governnient 
tor India.

The only other objection I have is this: I certainly detest the idea
of an outside tribunal. I do not like it. The question is essentially on© 
between the Central Government and the provinces, or between the 
Government of India and the represent at ivea the people. There is no
use appealing to another oustide tribunal. The Honourable Sir Arthur 
Proom is right in saying that provincialising the same sources of revenue 
in all provinces does lead to great hardship. I do concede that. But if 
that is not the basis, then the matter of what revenue should be central 
and what revenue should be provincialised in each province must be a 
matter for each province to consider and agree. We in Madras may be 
content with revenue and excise; but another province like Bengal (when 
there ig a permanent settlement) may not be content with land revenue.
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•lierefore let the Government of India fix these sources after negotiaiioi> 
c»nd bargain with the provinces. But certainly an independent authority 
can do nothing. Moreov^ in all matters of constitutional advance we- 
the Swarajists always hold that the representatives of the people and the 
Government should sit side by side and thresh out the matter. Tliero- 
fore I am frankly against any outside tribunal or arbitrator being asked zor̂  
mediate in this "matter. Other objections have been very ably put forth 
by the Honourable Finance. Secretary but I do not allude to them, i  
have only dealt with two constitutional objections and on these grounds, 
much as I sympathise with the desire of the Honourable Sir Arthur 
Proom to get this Meston Award revised, 1 am constrained to oppose his- 
amendment.

Thb Honourable Mr. 11. P. KAliANDlKAR (Bombay : Non-Muham 
madan): Sir, I will at once make it clear that I do rise to support tho- 
amendment of the Honourable Sir Arthur Froom. I know that some 
judges look upon those awards as best that do not satisfy ^ybody. Tlie 
Meston Awaid looks very much like those awards. All provinces are- 
agreed that the Meston Award cannot stand. Consequently there is i 
body of opinion that says, Since that is so, the Meston Award is good.̂  
Tt is the wearer a t the shoe who knows where the shoe pinches. The 
representatives of the people have seen that the Meston Award cannot 
!̂ tand. There have been representations made now and again. Lately 
there has been a Resolution passed by the Bombay Legislative Council 
end the matter has been voic^ by the Local Government in a memoran-, 
cium which contains most of what can be said on the point. Those that 
liave time to go through this memorandum may satisfy themselves as t > 
most of the reasons, that they are legitimate and sufficiently cogent. 1 
should think therefore that the time is long past when the Meston Award 
does require reconsideration. The question of provincial contribution "s, 
cgain, like an apple of discord. When the question is sturfed soriKj prtv 
\inces think that other provinces are going to tread upon their toes, and 
Take away what is held out to them by the Treasury in a manner of 
speaking. But let me satisfy them, standing as I do on behalf of 
Bombay, that Bombay does not grudge the concession that is shown to 
Bengal. The question that would be raised is wh eft her we are entitled to 
]*at the matter through for three years successively or whether we could 
!»ct legitimately restrict it to one year only as is boiug done with regard 
to other provinces. The question of law has been started by the Honourable 
Mr. Natesan who says he is not a lawyer—nor am I to "that extent; but 
I rather tĥ nk that it would not be quite consistent to hold out any very 
-strict promise to Bengal with reference to the two years beyond what has 
i:een promised to most provinces generally. I should think therefore 
that this is a matter worth considering as to whether the two other years 
that have been included in the second part of the first Besolut̂ 'on ought 
strictly speaking to be included, especially as T apprehend that if the 
concessions are to depend, as I said the other day, uipon the salt tax—a 
tax upon the poor—I cannot promise to Bengci] that I will continue the 
fait tax next year, if I am here at all, and that the Bengal contributions 
should share in any surplus created by the salt tax; unless /that is 
guaranteed it is not quite consistent to hold out any promise to Bengaf 
ihat any concessions would be available to that province bevond the year 
that we are passing through.
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Then as regards the tribunal, I entirely agree with the remarks lha* 
iell from my Honourable friend, Mr. Natesan and the H o n o u r a b lo  
Mr. Bamadas; and indeed if the Bombay memorandum is carefully gone 
through they adv^ to very suggestive and pithy remarks collected from 
the Montagu-Chelmsford Keport chapter 8, as also the remark that appears 
in their pargigraph 19. The Bombay memorandum says:

** Immediately after th*e memorable declaration of August 1017, inquiries beran as 
to the method of financial provision for the autonomous governments then foreshaaowed. 
The principle of entirely separate financial sources of revenue was laid down by Sir 
James Meston (as he then was) and accepted on behalf of the Government of India."

The Local Governments accepted the principle in theory; but even at 
this early stage the Bombay Government claimed a share in the inccane-tax. 
In June 1918 appeared the Montagu-Chelmsford Report, and in Chapter 
T i l l  we find this principle again enunciated:

"  Our first aim has, therefore, been to find out some means of entirely separating 
the resources of the Central and Provincial Governments. I f  provincial autonomy is 
to mean anything real; clearly the provinces must not be dependent on the Indiaa 

<cGovernment for the means of provincial development.”
»
Sir, that is a very large question, and the» position stated in the 

Montagu-Chelmsford Report is attempted to be contested in paragraph 
of the Bombay memorandum. That is really a very very large question, 
bnd unless the provinces are given full liberty to manage their functions 
with reference to the finances and the agency through which they have to 
be managed it will be futile to talk of provincial autonomy. It raises really 

v-a very large question, and therefore it is perfectly clear to appreciate the 
reasoning of the minority, and I think my friend Sir Arthur Froom would 
have done better if he had sided with the minority. But there is now 
no question about it, and, since the Meston Award itself requires re-ad
justment, nothing will be lost by accepting the proposition contained in the 
Honourable Sir Arthur Froom s amendment. He does not say anything 
cbout the personnel of the tribunal; nor does he say anything about its 
procedure. And therefore, the question raised by the Honourable 
Mr. Ramadas does not arise in this respect at all. Consequently, there is 
nothing to prevent the whole House voting for the proposition that the 
Meston Award cannot stand.

»
The H onourable the PRESIDENT: The original question was:

“  That the Resolution moved by the Honourable Mr. McWatters be adopted.*'

Since which an amendmoni; has been made by the Honourable Sir Arthur 
Iroom:

“  That the following clause be added to the Resolution, namely :

* (rf) to take the necessary steps immediately to secure the revision of the Meston 
Settlement by reference to a new tribunal.**

The question is that that clause be added to the Resolution.
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The Council divided:

AxMn Ali, Khan Sahib. 
Ayyangar, Mr. K. Y . B. 
Froom, Sir Arthur. 
Karudikar, Mr. a .  P. 
Lalubhai Samaldaa, Mr. 
Milter, Dr. D. N.

AYES U.
MoU Chand» Raja.
Ray, Baja P.
Sinha, Mr. Sukhbir.
Umar Hayat Khan, Col. Nawao Sir.. 
Vodamurti. Mr. S.

NOBS 26.
Abl>ott, Mr. E. U.
Aftab Ahmad Khan, Sahibzada. 
Akbar Khan, Major Nawab Moham< 

mad.
Amiruddeen Ahmad, Nawab Sir. 
Bania, Mr. C.
Berthoud, Mr. E. U.
Chadwick, Mr. D. 1.
Dawn, Mr W. A W.

Dutt, Mr. Partap Chandra 
Khaparde, Mr. O. S.
Ley. Mr. H.
MacWiitt, Idajor-General Sir Robert. 
McWaiiers, Mr. A. a

The motion was negativoil.

Misra, Pandit S. B.
Mitter, Mr. K. N.
Muhamifiad Habiballah, Sir. 
Muhammad Hussain, Mr. Ali Baksh. 
Naidu, Mr. V. B.

Natano, Mr. G. A.
Pantolu, Mr. Bamadas.
Palter8on« Lieut.-Col. S. B. A.
Baza Ali, Mr.
Sarma, Sir Naraniraha.
Sin^h, Mr. Channjit.
Tek Chand, Mr.
Zahir^ad din, Mr.

T h e  H o n o u r a b le  t h e  PRESIDENl': The question now before the * 
Mouse is the Resolution movea' by the Honourable Mr. Me Watters.

T h e  H o n o u r a b le  M r .  LALUBHAI SAMALDAS (Bombay: Non-
MiAammadan): Sir, I beg to move an amendment to the original Reso
lution that ©iter clause (c) the following be i^ded’ :

(d) to convey to the Local Governments concerned the opinion of the Council 
•f State that the amounts*hereby released or given may be devoted mainly for expendi
ture in the Transferred Departments."

Sir, both at the time of the General Budget debate and at the time 
of the discusaon of the Finance Bill, the Honourable the Finance Member 
tnd the Honourabl'e the Finance Secretary said that the chief idea in* 
leducin  ̂ the contribution of the provinces was to help the nation-btJilding 
departments. Sir, the nation-building departments, as they are called, 
hTe mostly dealt with in the Transferred Departments which are in the 
charge of Ministers. It has been said both in the majority and the minority 
reports of the Reforms Committee that Ministers have felt handicapped 
owing to the want of funds and that one of the reasons why the Reforms 
have not been the success that they ought to have been is due to this 
financial difficulty. Now,, Sir, what is wanted is that the money that is 
thus released or given should be utilised in those departments which will 
lead to more education, better sanitation, more medical facilities and 
improvements in agriculture and co-operation. I therefore suggest that 
the House should ^cept this amendment so that the money thus released 
may be utilised for the purpose for which the Honourable the Finance' 
Member has kept the salt duty at Rs. 1^4-0.



T h e  H o n o u r a b l e  Mr. G. A. NATESAN: Sir, I wish to associate
myself with all that has been saiid by the Bpziourable Mr. Lalubhai 
Sanialdas. Speaking for Madras, 1 would point out that for some years 
>»ast there has been a very great cry that the Transferred Departments 
have not had as much of finances as they were entitled to €uid that their 
work was very seriously crippled. The figures of the last three years- 
that quoted in the Eeport of the Mud’cSman Committee make it clear 
how unjustly the Transferred Departments had been treated in Madras. 
Whereas in 1921, 68 per cent, of the total expenditure was confined to 
jthe Reserved Departments, only 32 per cent, was spent by the Transferred 
Departments. In 1922, 67 per cent, was the amount utilised by the 
Beserved Departments i«jxd in the same year only 33 per cent, was utilised 
by the Transfen*ed Departments. In 1928, 66 per cent, was utilised by 
the Reserved Departments and' only 34 per cent, by the Transferred Depart
ments. I also wiî h to point out, and the Honourable the Finance Member 
mjiy be aware of -t and particularly the Honourable Member from 
Madras who has recently joined the Executive Council, that owing to the 
strained financial condition the province was obliged’ to effect retrenchment 
to the extent of one crore; I think it was more than a crore. This retrench
ment affected very seriously the departments of education, medical relief 
and sanitation and the department ,of Public Works was also adected. 
There is another trouble now brewing in Madras and this trouble is also 
brewing in other provinees as well. There has been lately a discussion 
in the Madras Legislative Council which resulted in an unsuccessful 
attempt at a vote of censure on the Minister for Excise because he was 
not working up to a policy of prohibition. The vote of censure was lost- 
but it made it clear that the Members did not approve of the excis;̂  
])olicy of Government and that as much as coufd be done to work up 
towards a policy of prohibiition was not done. If I am not mistaken a 
•onsiderable portion of the Madras revenue is derived from excise, and 
sooner or later that revenue is bound to go. I dare say the Honourable 
the Finance Member knows exactly the spirit of the times and the way 
in which forces are working. The Government of Bombay, if I under- 
•tsuid correctly, has recently agreed to keep prohibition as its goal, and 
the Government of Madras will have to adopt that policy also.

The H onourable Sm BASIL BLACKETT (Finance Member): Is that 
tc be done at the expense of the Central Government?

The Honourable Mr. G. A. NATESAN: No. It cannot be at the 
expenî e of the Central Government because if the excise revenue is stop- 

to that extent the moral and material resources of the country will 
improve, and I hope Sir Basil Blackett will continue to remain here 
tio see that my statement is correct. Anything which is calculated' to- 
disturb the goal of prohibition ia not caloulated to advance the best 
interests of the country. However, that is only a side in̂ ue. I am only 
pointing out that, so far as the Madras Government is concerned, the 
Minister hereafter, whoever he may be, will have to show a considerable 
reduction in the excise d*uty which meahs less revenue and will have to 
show also that he has been really working towards a policy of prohibition, 
'̂ rhat would mean that the resources of the province will be considerably 
erippled, and .therefore it is absolutely necessary that this amendment 
should be carried. The Honourable Sir Basil Blackett will remember
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that not only he but w© also have been saying that the nation-building depart
ments will be crippled if provmcial oontributions are not remitted. All 
that this amerdment asks therefore is that the amounts hereby released 
should be spent on the nation-building departments, and I am sure the 
Honourable the Finance Member will give his support to it.

T h e  H o n o u r a b l e  K aja  P11AMAJ>A NATH RAY (East Bengal: Non- 
Muhummadan): Sir, I rise to support this amendment. In Bengal up 
t-o now one of the difficulties that had confronted tho Ministers was that 
they had not sufficient fund« at their disposal for the nation-building 
<lcpartmerjts. Consequently they could not show much woA and thus 
became more> unpopular than they otherwise would have b e^ . I think 
this amendment w'ould be mqst welcome to Bengal, as it will improve 
the position of the Ministers and' will probably be the means of having 
the reforms better worked in that province than has hitherto been the 
case. I take this opportunity of thanking the Honourable the Finance 
Member for granting a moratorium for another three years to Bengal.

TffK H o n o u r a b le  Mr. A. C. McWATTERS: The amendment which 
has been moved is in substance the same as an amendment which was 
moved in another place and accepted by Government. I am not therefore 
opposing this arriend'ment.  ̂ At the same time, I  wish to make it clear 
that the circumstances of different provinces differ. We have not before 
us here information which would justify us in making an apportionment 
between the two sides of the Provincial Govemmr.nts. For instance, 
I have here the views^of the United Provinces Government which were 
<5ommunicated to the Reforms Inquiry Committee. They say that a 
policy of nigid economy has been pursued' during the last two years mainly 
at the expense of the reserv’ed side of the administration. Therefore, 
?jlthough all of us have the greatest desire that as much money as possible 
should be placed at the disposal of Ministers so as to carry out the develop
ment of the subjects under their control, most of which are of the nation- 
building character, I ithink we have to approach this matter with a certain 
amount of caution. Take, for instance, the case of the Central Provinces. 
We are giving to that province 9 lakhs, but so far ati I am aware there 
rre no Ministers and no transferred subjects there. I do not however 
c.ppose this amend'ment subject to this necessary caveat.

T h e  H o n o u r a b l e  t h e  PRESn)ENT: The original question was:

** That the Resolution moved by the Honourable Mr. McWatters be adopted." 

Since which an amendment has been moved:

“  That the following clause be added, namely ;

* (d) to convey to the Local Gk)vemments concerned the opinion of the Cbuncil 
of State that the amounts hereby released or given may be devoted mainly for expendi
ture in the Transferred Departments

The question i« that that clause be added.

The motion was adopted.
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"The  H onourable the PKESIDENT: The question is:
**That the Resolution as amended* be adopted.**
The motion was adopted.
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• INDIAN TARIFF (AMENDMENT) BILL.
T he H onourable M r . D. T. CHADWICK (Commerce Reeretary): Sir, 

I beg to move that the Bill further to amend the Indian Tariff Act, 1894, 
as passed by the Legislative Assembly, be taken into consideration.

Sir, I feel I am running an imminent risk of incurring tho displeasure 
of this House, for venturing to bring forward such a dull piece of work 
as an amendment of a Tariff Bill, hard after an interesting debate on 
provincial contributions. It is customary at this stage to e>:piain what is 
within the provisions of a Bill. I owe a duty to the Council of State 
however to explain why this Bill is brought forward at nil. During the 
last three or four years amendments in the tariff have been very largely
given effect to through the Finance Bill nnd only at our lâ st meeting last
week this Council passed the Finance Bill and thereby approved of certain 
amendments to the Indian Tariff Schedule, yet here to-day 1 am asking 
the House to consider another long list of amendments to the tariff. The 
reason for this different treatment and for this separate Bill lies in the 
difference behind the intention of the Finance Bill and of this Bill. The 
object of the Finance Bill is to place the Government in funds for the 
forthcoming yetxr, and changes in the tariff very frequently have an effect 
on the finances of the forthcoming year. But the necessity for placing 
the Government in funds for the forthcoming year is not the sole reason 
why it may become necessary from time to time to change the tarifi. We

^ ** This Council recommends to the Governor General in Council that he be pleased : 
(a) in pursuance of sub-rule (1) of rule 18 of the Devolution Rules, to determine 

tne sum of Rupees 733 lakhs as the total contribution to be paid to the 
Governor General in Council for the financial year 19^>26 by the Local 
Governments mentioned in rule 17 of the said rules;

(5) to take the nPceBsary steps to amend sub-rule (2) of rule 18 of the Devolution 
Rules in such a way as to secure to the Local Government of Bengal the
remission of the contribution payable under sub-rule (1) of rule 18 of the
said rules by that Government to the Grovernor General in Council in the
financial years 1925-26, 1926-27 and 1927-28, and further to .provide that 
for the financial year 1928-29 the last previous annual contribution of the 
Local Government of Bengal shall be deemed to be the remitted contribn- 
tion for the year 1927-28;

<c) further to amend the Devolution Rules in sucli manner as to provide that out 
of the sum of Rs. 733 lakhs recommended to be determined by the Governor 
General in Council as the total contribution to be paid by the Local Govern
ments to the Governor General in Council for the year 1925-26 the followinf 
remissions be made, namely :—

to the Government of Bombay 22 lakhs 
to the Government of Burma 13 lakhs 
to the Government of the Central Provinces 9 lakhs 
to the Government of Assam 6 lakhs;

and further to provide that the sum determined by the Governor General 
in Council as the total amount of the contribution for the year 1925-26 shall 
include the amounts so remitted and that for the year 1926-27 the last 
previous annual contributions of the said Local Governments shall be deemed 
to include in each case the amounts remitted as aforesaid.;

(d) to convey to the Local Governments concerned the opinion of the Council 
o f State that the amounts hereby released or given may be devoted mainly 
for expenditure in the Transferred Departments.**



kave to amend the teriff in order to make it more suitable to ©hanging 
•onditions of trade, to make it more easy and fairer to work, and where 
those are the main reasons for amendment, it is only right and proper that 
such amendments should be brought before the Legislatures in a separate 
amending Bill. That is the case with this one.

The reasons behind these several amendments fall into about four groups, 
of which far and away the largest is a request to the Legislature to give 
legislative sanction to what is already in force under executive notifications. 
Section 23 of the Sea Customs Act authorises the Govenior General to 
remove or to reduce duties wherever he thinks it necessary. That is a 
wide and extensive power and is rightly exercised only rarely and carefully 
and after due consideration. It is a necessary power because conditions- 
of trade vary, whilst a Schedule must be interpreted very strictly. Occa
sionally the nomenclature in the Schelude works very unfairly on particular 
articles of trade and small alterations become needed immediattvly. Hence the 
Legislature has endowed the Executive Government with a certain amount 
of discretion in section 23 of the Sea Customs Act. The Government feel 
that w'hen they have exercised that discretion, they ought from time to 
time to bring those cases before the Legislature for their endorsement. 
That accounts for most of the items in this Bill. I may just give one- 
instance. Take sulphur for instance. Last May this Council endorsed thê  
recommendation of the Tariff Board that sulphur should be transferred tô  
the free list of imports. There was no point in bringing forward an amend
ing Bill merely far sulphur. The exemption could more easily be given by 
executive action under section 23. Now wo wish to incorporate that change 
in the Schedule to the Act. Therefore sulphur appears in this Bill. Others 
are of the same nature.

Leaving out those, we only have five cases for which reasons are- 
different. Out of those five, two are small drafting amendments which 
we wish to make to the Act which was passed last May to protect the 
steel industry, namely, items 12 and 23. Of these  ̂ 23 is the only one of 
any interest, steel discs and circles. In the Steel Industry (Protection) Act 
it w'as decided to place a protective duty on steel plates and sheets, and 
the Schednip to that Act gave effect to that intention, but no mention was 
made of diŝ vn and circles which are punched and cut out of such sheets and 
are really portions of them. It was held by the customs authorities that, 
as discs ap^ circles were specifically mentioned in another portion of the 
old Schedui' and not mentioned in tho Steel Act, the tariff duty on discs 
and circles was not altered and remained at 10 per cent. That was obviously 
not the intention. It was ridiculous. This Bill puts that right.

If that was all there was in the Bill I think I should have incurred the 
diispleasure of the House for bringing forward such an uninteresting and 
dull measure. But there remain three items which haVe a little indivi
duality of their own, silk mixtures, sugar and cigarettes. Silk mixtures 
need not detain us for any length of time. As the Council knows, our 
import duty on cotton is 11 per cent, ad valorem and on silk goods 30 per 
cent, ad valorem. As the Council realises there are many fabrics composed 
partly of silk and partly of coTton, and the duty may become very seven 
if such goods are assessed at 30 per cent. These cases of mixed goods 
frequently cause dispute and difficulty in customs offices. It has also been 
represented to us by the trade that this big gap operates ver>* unfairly upon
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certain artidea of trade. Therefore we propose an intermediate rate for 
silk mixtures, namely, 20 per cent. There remain sugar and cigarettes. 
Here, Sir, the proposal is to change from ad valorem rates to specific rates. 
That involves a small matter of principle and one, as I said, of considerably 
more interest. I may remark in passing that practically every country in 
the world places specific duties on sugar and cigarettes. That however is 
no reason why India should do h o  unless it is advantageous frorti India's, 
•wn interests. At present cigarettes nre subject to true ad valorem duty 
of 75 per cent, on their value and sugar is also subject to aD ad valorem 
duty of 25 per cent. The sugar ad valorem duty of 25 per ?ent. is however 
worked upon what is known as a tariff valuation, and to that extent it is 
ft percentage on the prices of the previous 12 months, i.e., for the purposes 
of calculating the duty the value of the sugar imported into India is con
sidered to be the average value at which sugar was imported in the previous 
12 months, for the year ending 30th September in each year. This system 
was introduced many years figo at the request of the trade and of the 
Customs administration. The object was to prevent and avoid the neces
sity of assessing every consignment of sugar at its actual vuiue. In other 
w'ords it was merely a rough approximation to a true ad valorem duty. Now 
the Council will at once see that if tariff valuations and the price of sugar 
are high and a duty of 25 per cent, is levied, the result is that the duty 
is high when the price is high and the duty is low when the price is low. 
In other words the duty tends to accentuate differences and variations in 
price. This matter is of no moment if the ad valorem rate js a low one rs 
it was when it was 5 per cent., or if the variations in price aie small; but
our duty is now 25 per cent., and the variations in the price of sugar

1 pm been and are considerable. With a duty ot 25 pe,r cent.
‘ ' a change of only Re. 1 per cwt. in the tariff valuation of sugar 

means a change of 4 annas in the duty or Rs. 5 per ton; and as the imports 
of sugar range from about 450,000 to 500.000 tons a year at? alteration 
rn the tariff value of Re. 1 per cw \ means to the Finance Department a
difference in their revenue of 22 lakhs; and therefore to that extent you can
clearly see it rAakes it much more difficult to forecast what their revenue 
in any year will be. I will give you an example of the variations occurring 
in the last five years. The tariff valuation per cwt. in the last five years 
has been Rs. 32-4; Rs. 26-4; Rs. 16-4; Rs. 17-12; and Rs. 17-8; with the 
result that the revenues which the Finance Department have obtained from 
the import duty on sugar have varied from Rs. 650 to 440, 330 and 400 
lakhs. Well, Sir, those are enormous variations from year to year in the 
leceipt of customs from one commodity alone, and in many cases those 
variations have arisen practically solely from the variations in^the price. 
For instance the total imports of sugar in 1923-24 were only 30,000 tons 
less than in the previous year, but the receipt in the customs duty was 
decreased by more than over a crore. Therefore both for the sake of in
troducing stability in revenue and for lessening these variations in price 
it is advisable to substitute a specific duty thereby making at least the 

' duty constant.

It only remains, Sir, to see if this duty we propose is a reasonable one. 
We are making no alteration whatever in the two classes of sugar— above 
23 Dutch standard and below. Those are the standards in force now. 
During the last 4 years 2 million tons of sugar have been imported at tin 
■average duty of Rs. 4/7 per cwt. The duty to-day is Rs. 4 /6  and the import 
trade is healthy. With the falling price of sugar which has occurred since
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‘ October imports have been ooming in at the rate of 68,000 tons a month as 
compared with only 39,000 tons in the corresponding period in the previous 
year. It is therefore quite clear that aiignr can pay this rate and the duty 
which we" propose in this Bill will make practically no difference or only a 
little to the revenues anticipated in the current year.

The next item is cigarettes. Here again the proposal is to turn it from 
an ad valorem duty to a specific one, but the reason is somewhat different. 
The present duty is assessed at 75 per cent., an extremely high rate, on a 
true ad valorem basis. That means that all consignments of cigarettes at 
our different ports have to be assessed at value 75 per cent. It is very 
difficult when you have such a high duty as 75 per cent, to obtain a uniform 
assessment at the ports. One of the methods by which value is determined 
is by deduction from the wholesale price, at the port of entry; but it is 
perfectly clear that the wholesale price of an article in a big town like 
Bombay or Calcutta is entirely different from its wholesale price at a 
smaller port on, say, the Kathiawar coast. We have had, in fact, instances 
in which cigarettes are being sold inland at prices which could not possibly 
be the case had they entered the country through the main ports of Bombay 
and Calcirtta. The proper remedy for that is to put on a uniform flat rate. 
The complete remedy is to impose a uniform specific duty for all cigarettes. 
Such was the original proposal. But in Select Committee it was modified 
slightly. Two classes determined by value were introduced in order to allow 
the imposition of a somewhat lower rate on the cheaper brands of cigarettes. 
A specific duty must necessarily be relatively heavier on articles which are 
really proportionately cheap in value and relatively lighter on those that are 
proportionately more expensive. That is inevitable. But that is a minor 
matter if the quantities at the two ends of the scale are very small such is 
the case with cigarettes. The imports into Bombay and Calcutta in six 
months last year were analysed in order to find exactly of what value the 
bulk of our imports consists. The total imports in those six months were 270 
millions; and out of that number 220 millions or about 88 per cent, are 
valued to-day under Es. 10 a thousand. Of these 220 nfillions, some 215 
millions or over 95 per cent, pay between Bs. 6 and Bs. 7 duty; and out of 
that 215 millions, 205 millions are to-day paying Es. 6/15. We do not 
wish to increase the duty on the poor man's smoke and therefore, as I have 
said, in the Select Committee the original proposal was modified to make 
two classes. The lower of these two classes consists of cigarettes valued 
at or below Es. 10/8 a thousand. On these it is proposed to impose a duty 
of Es. 7 duty, which is practically the duty over 95 per cent, of those 
cigarettes jve paying to-day. In the higher grade, it is proposed to impose 
a duty 50 per cent, higher, or Es’. 10/8 a thousand.

The House will now see from the explanations I have given that the 
reasons for turning from ad valorem to specific duties in the case of sugar 
and cigarettes are-practical and soimd and that the duties that we propose 
are moderate and fair.

T h e  H o n o u r a ble  t h e  PEESIDENT : T h e  question is :
“  That the Bill further to amend the Indian Tariff Act, 1894, as passed by th® 

Legislative Assembly, be taken into consideration."

• The motion was adopted.
Clause 2 was added to the Bill.
Items 1 to 6 of the Schedule were added to the Bill.
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The H o n o u r a b l e  M r. LALUBHAI SAMALDAS (Bombay,: Non*Muham« 
madan): I would like to say a few words. Sir, on item 7 o f the Schedule. 
I welcome the measure that is before the House because, as the Honourable 
the Commerce Secretary said, there have been such great fluctuations that 
it is very difficult for merchants anti industrialists to know what the import 
duty of 26 per cent, would work out to. Under the present arrangements 
sugar merchants and industrialists, and I am an agent for one*sugar concern, 
will know definitely where we stand. We know the duty will be Rs. 90 
per ton, although personally I think that is lower than it ought to be ; three 
years ago it was Rs. 8 per cwt., then and then near Rs. 4. However, I 
am prepared not only to accept and support this proposal, but to welcome the 
proposal made in the Schedule to fix the duty at Rs. 4-8 and Rs. 4.

T h e  H o n o u r a b l e  S ir  ARTHUR FROOM (Bombay Chamber of Com
merce) : Sir, with regard to this sugar question, I should like a statement
from the Honourable the Commerce Secretary as to how this application of
Rs. 4/8 per cwt. works out on sugar vig a via the present price of sugar and 
the application of the old ad valorem rate.

T h e  H o n o u r a b l e  M r . D. T . CHADWICK: The price of sugar for tariff 
valuation calculations in February last was Rs. 13 -12  per cwt. The duty 
that sugar is now paying is Rs. 4/6 a cwt. Therefore calculated on the basis 
of an ad valorem duty they are actually paying about, 32  per cent. They 
will continue to pay, as I tried to explain iii my speech, practically the same 
under the Bill that is now put forward.

Item 7 of the Schedule was added to the Bill. '
Items 8 to 12 of the Schedule were added to the Bill.
Items 13 to 18 of the Schedule were added to the Bill.
Items 19 to 23 of the Schedule wpre added to the Bill.
The Schedule was added to the Bill.
Clause 1 was added to the Bill.
The IMtlo imd rronmble were prided to the Bill.
The H o n o u u a p .l e  Mr. D. T. CHADWICK : Sir, I beg to move that the* 

Bill further to amend the Indian Tariff Act, 1894, as passed by the Legisla* 
tivG Assembly, he y)nssed.

The motion was adopted.

INDIAN S^rAl\rr (a m e n d m e n t ) J3ILL.

Tifi: HoxounAi;r.K A. (\ McWATTEES (Finance Secretary): I b e g  
to  m o ve , Sir: '

“  That tlie Bill further to amond the Indian Stamp Act, 1899, as passed by the ’ 
Legislative Assembly, be taken into consideration.**

Thifi very short Bill, Sir, has a very long Statement of Objects and 
Reasons. The Bill simply provides for the stamp duty leviable on workmen’s 
com pensation  insurance policies. Since the Workmen’s Compensation Act 
was passed in 1923, we have been depending upon a notification which under 
the general powers o f the Government limited the rate of stamp duty on 
these policies which otherwise would have come under the much higher 
rate applicable to ordinary insurance policies. We have in the meantime 
had an opportunitv of consultation with all Local Governments, whose
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money this is, and they are all agreed upon the rate which is included im 
ihis Bill— one anna for Bs. 100 premium. That, Sir, is the- simple explana- 
^on of this Bill.

The H omoorable the  PBESII>ENT : The que&tion i s :

"  That the Bill further to amend the Indian Stamp Act  ̂ 1899, as passed hy the 
Xegislative Assembly, be taken into consideration.**

The motion was adopted.
Clause 2 was added to the Bill.
Clause 1 was added to the Bill.
The Title and Preamble were added to the Bill.

T h e  H o n o u r a b l e  Mk. A. C. M cW ATTEES: Sir, 1 beg to move that the 
Bill further to amend the Indian Stamp Act, 1899, as passed by the Legisln- 

•tive Assembly, be passed.
The motion was adopted.
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INDIAN INCOME-TAX (SECOND AMENDMENT) BILL.
T h e  H o n o u r a b l e  M r . A. C. McWATTERS (Finance Secretary): Sir, I 

l>eg to move: .
“  That the Bill further to amend the Indian Income-tax Act, 1922, as passed by the 

Legislative Assembly, be taken iifto consideration.’* ’
The necessity for this Bill arises from our giving effeot to one of the 

recommendations of the Lee Conrniission, by which certain ofi&cers of the 
Government are entitled to overseas pay, paid in sterling in England, in 
the place of overseas pay paid in rupees in India. This overseas pay paid 
in sterling in England is of course liable to Indian income-tax, just as the 
<#versea8 pay formerly received in India was liable. It is pay which is 
paid in respect of employment in India and it technically accrues or 
arises in India. The only question for decision is the method by which 
this income-tax should be collected. It is impossible for administrative 
reasons for -the income-tax to be collected in England, as this would have 
involved a reference by the High Commissioner for India to income-tax 
officers scattered all over India in order to ascertain the correct rate of 
income-tax to be assessed, apart from the fact that the Indian Income-tax 
Act has no application in England and would have to be extended thereto 
by legislation. ,The two alternatives left wore either to assess income-tax 
at the end of the year in a lump sum or to alter the law so that we could 
deduct at the sourcc from tho ofllicers’ other pay the income-tax on the 
sterling pay which they receive in England. At present all officers* income- 
tax is deducted at source in India and it is obviously a convenience both 
to them and to the Government' that this extra amount should be deducted 
from the pay in India insitead of being charged in a lump sum at the end 
of the year.

T h e  H o n o u r a ble  t h e  PRESIDENT: The question is :
That the Bill further to amend the Indian Income-tax Act, 1928, as pasMd h j  

the Legislative Assembly, be taken into consideration.’ * '

The motion was adopted.



Olause 2 was added to the Bill.
Clause 1 was added to the Bill. ..
The Title and Preamble were added to the Bill.
T h e  J Io n o u r a ble  Mr. A. C. McWATTERS: I move, Sir:

“  That the Bill further to amend the Indian Income-tax Act, 1922, as passed by 
the Legislative Assembly, be passed.’ * ^

The motion was adopted.

T h e  H o n o u r a b l ]? S ir  NAEASIMHA SARMA (Law Member): Sir, I 
would now ask for your ruling in the matter of the Bill further to amend 
the Indian Cotton Cess Act, 1923, which has been laid on the Table to-day. 
May I take it that the Honourable Sir Muhammad Habibullah will have 
your permission to move for the consideration and passing of that Bill 
to-morrow, that is to say, with a curtailment of the usual three days' notice?

T h e  H o n o u r a ble  t h e  PRESIDENT: Honourable Members have had 
an opportunity of looking at the Bill which has been laid on the table 
to-day. If any Honourable Member has any objection to proceeding witk 
the Bill to-morrow, I should lijce to hear him. (There was no dissentient 
voice). Then the motion for consideration and passing of the Bill will h% 
•on the list of business for to-morrow.

 ̂ INDIAN INCOMB-TAX (sBOOD AMENDMENT) BILL, «87

APPRECIATION OF THE AEROPLANE, HOWITZER, FIELD GUN 
AND ARMOURED CAR DEMONSTRATIONS ARRANGED FOR 
MEMBERS OF THE INDIAN LEGISLATURE.

The Honourable Saiyid RAZA ALI (United Provinces East: Muham
madan) : I am sure I voice the feelings of this House, Sir, and particularly 
of my non-official colleagues when I express the sense of our gratefulness 
to His Excellency the Commander-in-Chief for the aeroplane, I^owitzer, field 
gun and armoured car demonstrations that His Excellency arranged for 
the Members of the Indian Legislature. His Excellency's interest in draw
ing closer the Members of the Legislature to military questions is well-, 
known, and it is very fortunate that b o  many Members were in a position 
to utilise the opportunities which were placed at their disposal by the 
Commander-in-Chief. It was only in January last that special arrange
ments were made for the convenience of Members of both Houses to 
witness and follow intelligently the manoeuvres that took place here in 
that month. Coming closely upon that, these demonstrations have beea 
most welcome to Members of the Legislature. In this connection. Sir, 
I feel I would be guilty of an omission if I did not especially mention one 
branch of the Force particularly, I mean the pilots; .their daring, pluck, 
resourcefulness and skill were greatly admired by those who during the 
last three days have had an opportunity of going up in the air and I am 
sure Honourable Members of this House greatly appreciate their services.

The news of the illness of His Excellency the Commander-in-Chief has 
been heard with regret. His Excellency has hsui an attack gf appendicitis; 
fortunately the attack is a mild one and we all hope and trust that H ii 
Excellency will soon completely recover to carry on the onerous duti^i 
that he has been performing for the last four and a half years.



Thb H o n o u r a b l e  C o l o n e l  Siu UMAB HAYAT KHAN (West Punjab: 
Muhammadan): Sir, I endorse every word that has been said by my Honour
able friend Saiyid Baza Ali.

The Council then adjourned till Eleven of the Clock on Tuesday, th& 
24th March, 192$.
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