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L I ‘
COUNCIL OF STATE.
Wednesday, the 7th March, 1923. ,

" 'The Council assembled at Metcalfe House at Eleven of the Clock.
The Honourable the Presidenﬁ: was in the Chair. '

THE BUDGET.

.The HonouraBLE. THE PRESIDENT : Before we commenoce .the debate
on the Budget, I should like to remind the House of the fact
that the total time available for the debate if" limited. The
President has power under Standing Order No. 74 to fix the time limit
for speeches. Last year I did not fix any time limit and I left it to the
good sense of the House and its considerate feelings for others to restrict
speeches within reasonable limits. That was entirely satisfactory, and
I propose to adopt the same practice on the present occasion. 1 only
trust that if any Member is relying on the written word, he will remember
that he has a special duty on him to restrict his speech within reasonable
limits.

The Council will now proceed with the Budget debate.
The HonouraBLE CoLoNEL Sik UMAR HAYAT KHAN (West Punjab:

Muhammadan): Sir, this occasion is a reminiscence of the old Councils
when we treated subjects in general and tackled large problems which one
way or the other were connected with the budget.

At the outset I must congratulate our Finance Member who, the very
first year of his arrival, has brought in a surplus budget after five years of
heavy deficits. I for one welcome the salt tax which will be no extra
burden to the public especially at a time when the prices of all the other
food stuffs have gone down. There will be people who are accustomed to
criticise Government in and oul of season but I hope we will not lend
an ear to them.

As a zamindar belonging to rural area, I want to put forward that all
the classes of the country should equally shoulder their burden and when
an agriculturist is paying to the exchequer for a yard of land in his pos-
session, his wealthior neighbour is immune on his fairly large income of
two or three thousand rupees. In the same way the inhabitants of 'the
towns who did next to nothing in the way of sacrifices needed during the war,
are considered to be the choicest sons of India.® They have got colleges
next to their homes, beautiful roads, arrangements for sanitation
and hygiene and various other facilifles. The consequence s
that they have a walk over in the way of Services and when they are
posted to rural areas they have not got much sympathy for those in such

areas.

This brings in one of the items of discontent in the country. While
on this point I will say & word about our communications which are also
neglected as the money is always spent on productive schemes like Rafl-
ways and Irrigation and we find difficulty in getting our products to the
market and have to sell things cheap when Revenue at each Settlenfent
is raised. In the same way when the water ‘is.halved or even further

(1183) - A
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[Colonel Sir Umar Hayat Khan.] : ‘
diminished by different processes of irrigation we are threatened with in-
crease of water-rate. I hope a line was drawn somewhere for the poor
agriculturists and %mall holdings should be exempted from Revenue which
are not sufficient to feed even one individual.

Time and again I have brought this question forward but this is my
duty being a representative of the zamindars and I Will go on knocking at
the door till it i§ opened. The double set of the pests of Revenue and
irrigation staff could be done away with to a very great extent and a great
deal of retrenchment effected and the wworries and troubles of the zamin-
dars could be diminished.

I now turn towards the Army. The remarks I made the other day
when the Resolution for the Indisnisation of the Army was moved hold
equally good to-day. To whittle down the expenditure in the Army is
false economy when we are threatened by Bolshevism from within and
without especially when the adjoining countries are resorting to consecrip-
tion. The policy of having the double set of buffer Btates towards the
Frontier has been a cause of constant expenditure on operations there.
No half-way house is possible nor will any half-hearted measures suffice
till the border land is annexed thus putting an end to constant friction.

While on the Army I may just say one word and that is, where would
all the progress of the country be if it was invaded and conquered? 1
have seen with my own eyes beautiful Schools, Churches, Colleges and
yve]_l;iiesigned cities being levelled to the ground in no time by the
invaders.

Turning towards the Civil departments I have always advocated the
retention of the British element just as much as the British soldier in the
Army, to settle the disputes between various castes and creeds and lead
us to the right path during our progress. But I have always emphasized
the paramount necessity of weeding out the weeds among them who con-
tribute handsomely to the present troubles in the country.

I would not be true to my country if I did not touch on the political
situation which owing to the mistakes the two parties are making, now
prevails, and for which the poor tax-payer has to pay more and more
every day. The first to blame is the Government. The policy pursued
to reconcile the irreconcilables has brought chaos to the country. When
the Government has been unable to make friends with their enemies, it
has been rapidly losing their friends by their acts. The inconsistent policy
of punishing the law-breakers one day and after exasperating them by
sending them to Jails to let them loose again for further action, as hap-
pened the other day, has been responsible for the big movement where
hooligans and others have learnt to have no fear of the Jails and if civil
disobedience is ever resorted‘to they will be responsible for teaching the
people to do so by their action. India was nearly lost to the Empire by
its previous administrators in England and in India and we are thankful
to His Majesty’s Government who have sent our present Viceroy who may
conquer the country back for the Empire as his policy has already stemmed
the current to a very great extent. I would secondly accuse the profes-
sicnal politicians most of whom are such as do not pav much towards the
exchequer and thus think that any revolution would be for their good as
they have got nothing to lose and everything to gain. The more prisoners
they can induce to go to jails the more the country has to pay. Those
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who have got a stake in the land are naturally peace loving subjects of
His Majesty and cannot be imdifferent to the mistake or mischief done
by their irresponsible countrymen as well as to the weak policy pursued
by the Government which has been responsible for theepresent situation.

At the end I would like to add a’ word for my province. When Bengal
gets off by having a Permanent Settlement, the Punjab which has got a
deficit was assessed in connection with its contribution at a time when it
had money which was realized by the sale of land. The land not beinhg a
crop which could be sown and reaped every six months, it is hard lines
that it was so assessed and I only hope that consideration would be
shown to it on this score.

Last but not the least, when every Member of the Legislature is doing
his level best to effect economy, would it not be advisable for them to
give up their travelling and daily allowances, ete., and diminish inter-
pellations to answer which a great deal of staff is needed.

With these remarks I welcome the Budget.

The HonovraBLe Mgr. LALUBHAI SAMALDAS (Bombay: Non-
Muhaminadan): Sir, 1 believe this is the first time when the Honourable
the Finance Member has come to this House and we on this side of the
House welcome him. Although the Honourable the Finance Secretary
said that he comes here to face the music, I hope the music will not
be unpleasant to his ears and that he will not have to hear the same sort
of strong criticism that he had to hear in the other place.

Sir, the Budget speech that was circulated to us, a summary of which
was given by the Heonourable the Finance Secretary, left on our minds one
feeling and that was, if I may say so, one of some gratification, gratifica-
tion in the sense that the intelligent non-official criticism of the past three
years of financial record was endorsed by a fresh mind coming with a
European reputation as regards finances. Whatever we said about the
extravagance of the Government, whatever we said about the inflation
policy of Government, whatever we said about Government carrying on
by issuing Treasury Bills, or whatever we said about the exchange has
met with the approval of my Honourable friend the Finance Member.
‘That shows, Sir, that although we were amateurs, we gauged the situation
much more correctly than the Finance Department did. In this con-
neetion, Sir, may I draw the attention of the Finance Member and of the
House to one point. When he refers to the people wrapping up their
money or savings in a napkin or investing them in unsound securities, he
perhaps exaggerates the idea of the savings in the country. The country
is not rich nor is the hoarded wealth so great gs reports very often state.
I want him, Sir, to find out for himself whether the country can afford
to bear any further taxation without hindgring the industrial and eom-
mercial- activities in the country. It is up to him, Sir, to make these
inquiries. But before he has quite made up his mind and satisfied him-
gelf that the country is really very rich he need not have said that the
Indian people should be taught to invest their talents in reproductive
enterprises rather than wrapping them up in a napkin. The people are
gotting more into the habit of investing whatever savings they have either
in Government securities, in Post Office Cash Certificates, or in finan8ing
the co-operative movement. In this cohnéction, Sir, I want to enlist the
sympathy of the Finance' Member in one matter. He says he would like
to have as much money out of the savings of the poor through Postal

A2
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Certificates as-he could get so that he can carry on his work of financing
the country’s requirements. We want money for the eo-operative move-
ment, ¥nd very ‘%ften the poor man, if he puts his money in the Post
Office Savings Bank, he takes it or keeps it away from the co-operative
movement which is in such great need of finances, If the rate of interest
for Postal Certificates is raised, it is necessary, Sir, that part of that
money should go to financing the co-operative movement.

Coming to the figures given of the revenue gnd expenditure of 1922-28,
may I, Sir, say that the Finance Department overestimated the income by
taking credit for a larger income in Railways and Posts and Telegraphs?
We said at the time that very often a limit of income is reached where-
after any increase in the rates will, instead of helping the Government
to realise larger revenue, load to a decrease, and our prophecy has proved
correct. The goods income has gone down, and while the passenger in-
come has increased, it has increased very little and the actual number ‘of
passengers carried has decreased. So, the Finance Member must be
very careful whenever he levies a new tax to see that the tax will bring
him the income that he estimates and will not, on the contrary, lead to
losses.

Coming to the expenditure side of 1922-23, may I, Sir, make a sugges-
tion? I am referring to paragraph 11 on page 57, where it is said that
owing to the rupee and sterling borrowings not having to pay a full half
year's interest, that amount was not debited. I believe, Sir, the correct
system of account keeping is to debit the interest, due even if it is not
paid. At least, in Joint Stock Companies that is the practice.

The HovouvrasLe MR. E. M. COOK (Finance Secretary): It was not
due. o

The HonNouraBLE MR. LALUBHAI SAMALDAS: The interest due
up to that period—proportionate up to that date—although it is not paid.
The Honourable the Finance Secretary says it was not due. The Finance
Minister’s speech however says ‘“ But a full half year’'s interest in respect
‘of the greater part of these does not fall due till next year.”” I want the
amount due up to that period—the amount proportionate to that period—to
be debited. That is the system followed in Joint Stock Companies, and
I think that is the eorrect system and ought to be followed by the Gov-
ernment of India.

Now, Sir, coming to the Budget figures of 1928-24, may I refer to
what His Excellency the Commander-in-Chief said here in reply to a
criticism last year? He told.us that if he was satisfied that the internal
commotion in the country had ceased and that peace with Afghanistan
was assured and that the ‘trouble on the Frontier Provinces had gone
down, he would be the first to see that there was a reduction in expendi-
ture. His Excellency Lord Rawlinson has been more than true to his
promise, because it was he who enabled Lord Inchecape to make sugges-
tions in reduction of expenditure on the military side. He has set his
approval to the reduction of the number of units both in the British and
the Indian Army. We know, 8ir, that had it not been for His Excellency
Lord Rawlinson’s support, perhaps the Government of India, even backed

‘Lord Inchcape’s Committee, could not have its recommendations
acoepted by the Secretary of State or the War Office. The greater is the
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credit to the Commander-in-Chief for having, as he said in the other place,
taken certain risks and agreed on financial grounds to a reduction both in
the British and the Indian units, and I hope, Sir, that what good work
he has now begun,—not as regards the reduction of wmnits, because we
do not want any further reduction, but in other directions—will be carried
to its logical conclusion and that Lord Inchcape’s recommendations will
be carried to their fullest extent. While speaking on:Lord Inchcape’s
Committee’s work, may I, Bir, say that we here in this House, as well,as
the other House, and I believe the country at large, appreciate to the
greatest extent the good work that has been done by Lord Incheape’s
Committee? We may take reasonable pride, Sir, that two of the Mem-
bers of the Committee belong to this House, and although unfortunately
they are not present here, I think we may congratulate them on the good
work they have done as Members of Lord Inchcape’s Committee. S8ir,
therc is only one recommendation in the Inchcape Committee's Report’
which I am sorry to say does not meet with the approval of myself and
many, of my friends. I refer to page 54 where the Committee recom-
mends that the 4 crores of rupees that are put~down for barracks for
Indian troops should not be spent. I think that our sepoys require a
really better treatment and that they should have good barracks. May I
read that portion? On page 58 the Committee says:

“ Formerly Indizn troops constructed and maintained their own lines, regiments,
receiving an annual hutting grant for the purpose.”’

In the next page they ask:

‘ Whether the old system should not be reverted to, until the future distribution
of the army and strength of units have been definitely decided.’”

I think that our sepoys should be well housed and that His Excellency
the Commander-in-Chief will bear this in mind when he has to redistri-
bute or reappropriate the expenditure sanctioned in the budget.

Then, Sir, there is another appeal which I should like to make to His
Excellency. My Honourable friend Sir Dinshaw Wacha when he moved
his Resolution about the army amalgamation scheme laid stress on the
heavy expenditure of recruiting in England. That Resolution was thrown
out, but I think that His Excellency the Commander-in-Chief can use his
influence to have the capitation grants reduced as far as possible. While
I am speaking of this, may I congratulate His Excellency the Commander-
in-Chief on his having begun the Indianisation of the Army by having
eight Indian units officered by Indians only. That system has its advan-
tage and disadvantage—disadvantage in one way that they will not be
able to come in contact with British officers as they would have done if
they and the British officers were put in the same unit. I hope that
when His Excellency the Commander-in-Chief said that he would have
eight Indian units officered by Indian officer? he did not mean tha¥ there
would not be Indian officers in the other units of the Indian Army or in
the ancillary services. I hope that they will have the same opportunities
of comradeship with the British officers as they have had till now and that
they will be given opportunities of serving in the ancillary services also.

Coming now to the civil side of the budget, I refer to a remark made
by the Honourable the Finance Member in his speech. He said that Re
would not be able to earry out fully the recommendations of the Inchcape
Committee on' account of two causes—he used two technical words,
“lags ** and * terminal charges.” Those phrases may mean anything.
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It may mesn acceptance within a year, it may mean acceptance within a
month. - The Hongurable the Finance Member says:

"“ The difference "between ‘these two figures, amounting to less than 2 crores,
represents the allowance which it is thought necessary to make for the fact that many
of:.the recommendntions, even-if accepted, cannot. be in full operation during 1823-24."

This allowance, the Honourable the Finance Member says, is not a large
one. It is very difficult for us laymen who are not in the secrets of the
Finanoe Department to say whether it is a large one or a small one, and
we would like the Finance Department to give a comparative statement
as early as possible of the recommendations of the Inchcape Committee
in one columm and in another column the time and date when they are
hikely to be introduced and the extent to which they will be introduced.
Then we will be. able to judge whether the Finance Department has
accepted the Inchcape Committee’s recommendations whole-hearfedly
or not. Unless we have.a statement of that kind, we will go on nagging
at. the Finance Department. .

Sir, there is one remark in the Report -of the Retrenchment Committee
to which I want to draw the attention of the Finance Member and tie
Railway Authorities. That is about the large stocks held by the Railway
and also by the Army. It will surprise many, it came to me as a sur-
prise, that 58 crores of rupees, or rather §9 crores because it is 58.96
crores, have for reasons which we do not know ‘been locked up in -stocks
which may not be used for years. With interest at 6 per sent. it means
a charge of 360 crores. I do not say that there should be no
stocks, but even if the stocks had been only 20 crores, there would be a
saving of 89 crores which at 6 per cent. would have meant a sﬁving of
about 2.40 crores. Not only that, but there would have been a s.ving inr
the cost of accommodation for the stores and management charges. In
a private company this would have been called criminal negligence. I
am sorry to use strong words, but it is practically criminal negligence on
the part of the Government either in the Railway Department or in the
Military Department that such large stores have been kept up.

Now, I come to the last portion of the Finance Member's speech, that
is, about balancing the budget. The Budget ought to be balanced. There
is no doubt about it. Those of us who have anything to do with com-
mercial concerns realise that unless the budget is balanced, neither the
country nor the Government can have any credit with the outside world.
India has its credit very well established, but she wants to improve it.
Time was when we had fo borrow in England for our sterling loan at 7
per cent. I see the Honourable Mr. Cook smiles. I know it was a
blundeg, but I do not now want to refer to it. It was a blunder on the
part of the Secretary of State, but I am not going to rub it in. What I
wish to say is that our credit has improved thereafter, and we have been
able to borrow at a much lower rate, and I hope that- when the Honour-
able the Finance Member next goes in to the market for a rupee loan he
will be able to raise it at' a much lower rate than what he paid for the last
loan. I hope the country’'s credit has improved to that extent and that
hé will be able to get the loan successfully raised at a lower rate, for, if
the Honourable the Finance Member is able to reduce the rate it means
also’ an allround reduction in the expectations of investors in industriat
concerns. I hope he realises that if he raises the rate to get more money
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he indirectly hits the industrial progress of the country, for the lower the
rate the greater is the assistance to the industrial concerns and to trade
and commerce in this cauntry. .

Naturally, I will be asked, how I ain going to balanae the budget? The
Honourable the Finance Member has his own way. He says, tax the shlt.
I am not going to repeat the arguments which have been repeated every-
where that it is ho use taxing the food of the poor man. That argument
has been repeated so many times that I am not going to repeat it. Nor
can the Honourable the Finance Member say to us in this House that we
are objecting to it on political grounds. Sir, we have not got to seek re-
election at the end of this year. We have five years’ life, and two years more
vet to run before we go to the country for re-election. It is not because if
we go back to our constituencies with the addition’of salt tax we shall run
the danger of being thrown out in re-election that I say we should not
tax the salt of the poor. We do not want it because thqre is sentiment
behind it. The Honourable the Finance Member recognises it, but he
thinks that sentiment ought not to count. It is a mistake to do so.
In India sentiment does count. In oriental countries it is sentiment that
counts and not material profit that counts. However, as a businessman I
cannot say that for the sake of sentiment salt duty should be given up
without finding out an alternative. I am therefore suggesting some alter-
natives which the Finance Member may consider and then accept them
or not as he thinks best. Before I come to methods of taxation I would
refer to probable reduction in expenditure. I think that if the Finance
Department and the other departments earnestly make efforts to carry out
the recommendations of the Retrenchment Committee they will be able
to reduce the expenditure by a crore or a crore and a half. The Finance
Member says ‘ No.” I am sorryv I am not in the other House. If I were
there I could reduce the grants.

The HonxourRABLE THE PRESIDENT: I would remind the Honour-
able Member that if he were in the other House he would have terminated
his speech some minutes ago. He must remember that there are other

Members to speak.

The HoNouraBLE MrR. LALUBHAI SAMALDAS: I would bave been
able to show to the Finance Member that the estimated expenditure can
be reduced by cuts in the grants. Even now, if he is prepared to give me
time, I shall be glad to suggest cuts without in any way reducing the
efficiency Y the commercial departments or the work of the administrative
departments. As that is not perhaps possible, I shall confine my remarks
only to two or three items and I shall be as brief as possible. The first
‘point to which I want to refer is what may be called the hardy annual
of railway ennuities. That is an item about ‘which we fought last year.
Had I not been quite confident of the justice of my case, I would not have
pressed it, but I believe that from the purely accounting point of view
the real method would be that the annuities payable against the purchase
price and which this year amount to 1 crore 21 lakhs, should be debited to
capital account and not to revenue. May I ask the Finance Member
what would be the result when all payments of annuities are made? The
amount against capital wjll be reduced to the price which was paid in cash.
Is that fair? Should the block account be reduced so much kelow
the iutrinsic value of the Railway? No company does it. Depreciation
there is but not annuity. I agree to depreciation but not to sanuity.
However it is.a question of book-keeping. - In 1907, this matter went up
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to the Secretary of State and from 1907 no attempt had been made to
bring the Becretary of State down to this pointeof view. 1 have tried to
see the correspondence which was-laid on the table of the other House
ard I find that the only argument used in support of this practice is that
the Act says that the annuities shall be paid from revenue. If the Act
is changed, the Finance Member's deficit will be reduced by 1 crore 21
lakhs. I believe that is a correct figure. Then the other item which
can be reduced is the item ‘of service charges mentioned on page 33 in the
emands for Grants for 1923-24. It is rather difficult to understand in
the first place what service grante mean. At first I took it as most of
my friends on this side of the House would do. that it was something like
brokerage or under-writing commission. My Honourable friend the
Finance Secretary was good enough to explain to me that it was nothing
of the kind and that it was merely the interest that would be payable
for the period intervening between the date of the flotation of the loan
and the dates fixed for the first payment of six-monthly interest. I want
to draw the attention of the Counecil to the fact that the provision for
services in Budget estimates for 1922-23 was 1 crore 25 lakhs. Not a
single pie of it has been spent. That means that Government have not
spent it this year. In spite of that, provision of 80 lakhs is made in the
rext year’s Budget. In the same way, as regards the sterling loan in
England, the item put forward in 1922-28 Budget was 53 lakhs pounds, and
nothing was spent therefrom, as seen in the revised estimate column, and
vet provision is made for £4,750,000, which means about 71 lakhs of
rupees. If you omit these two items, there will be a saving of about one
crore 50 lakhs. TIf the Finance Department exercise their discretion well
at the time of raising the new loan, and they ought to because they are
raid for it, we will be able to save 1 crore 50 lakhs there. This amount
added to 1 crore 21 lakhs of Railway annuities. makes 2 crores 71 lakhs
which leaves a balance of about 1 erore 50 lakhs to be raised. I propose to
mleet this deficit by levying a higher duty on iron and steel. I hope the
Finance Member - will not reject it. We all expected that when the
Finance Minister will present his Budget he will take into consideration
the recommendations of the Fiscal Commission. I believe I am right in
saying, and my Honourable friend Sir Maneckji will correct me if I am
wrong, that the unanimous recommendation of the Fiscal Commission was
that iron and steel should be looked upon as a basic industry and should
be the first to get protection from Government. I do not want this pro-
tection just now, because the industry can get this protection when the
tariff Board is established, but before doing so, if the Finance Membes had
taken up the work of examining the fiscal powers of the Government he
could easily have found at least 1 erore 50 thousand by doubling the
duty from 10 to 20 per cent. The income this year is 2 crores. It could
easily be raised to 4 crores put I have underestimated it and put it
down at 8 crores 50 lakhs, thaf is, an increase of 1 crore 50 lakhs. I desire
to suggest one other mode of raising money, and that is to levy a tax
on the gross freight income of ships as is done in other parts of the
Empire. My Honourable friend the Commerce Member smiles. I have
in my hand some papers about this, and I will make a present of them
to the Honourable the Commerce Member and the Finance Member as
I have very little time at my disposal- to read them. They show that
the other parts. of the British Empire are levying such a surcharge. If
the other parts of the Emnpire can do it, why should we be prevented from
doing it? Here is an indi.rect method of raising revenue, a method which
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is most suited to this country. I shall now refer to a telegram from the
Indian Merchants’ Chamber and Bureau, which 1 daresay the Finance
Department have received also. The Chamber strongly protests ‘against the
levy of salt duty and recommends that there should he a gold standard
with open gold mint. 1 do not want to read it as Government have got
it. With these words 1 welcome the Finance Member’s lucid exposition
of the defects in the financial administration of past years, but I regret
that he has not taken his courage in both his hands and gone in for reform
on the lines on which we should have liked him to go.

The HoNouraBLE Masor Nawae MOHAMED AKBAR KHAN (North-
‘West Frontier Province: Nominated Non-Official): Sir, I am not unduly
pessimistic to view the present budget with any feelings of alarm or dissatis-
faction. This budget on the whole is a good budget and I congratulate
the Honourable the Finance Member on his success. The first thing
that strikes as outstanding to a non-financial expert is the disparity be-
tween the budget estimates and the actual receipts of our revenue. Our
revenue has fallen short of the budgeted figure by 18-84 crores of rupees
and this has ultimately swelled the last year’s deficit to 17'50 crores.

Thus there seems a general tendency on the part of the Government
to over-estimate the revenue, and this ultimately goes to swell the deficit
to an unusual high figure.

The Honourable the Finance Member in his speech has drawn a very"
accurate sketch of the perilous state of India's finances. He has rightly
observed that the recurrence of deficits in the Central Budgets for the
last five years coupled with the deficits in the Provincial budgets is likely
10 impair India’s credit in the cyes of foreign creditors.

Coming to the report of the Retrenchment Committee, I fully realise
the difficulty experienced by the Government in incorporating the recom-
mendations of this Committee in the present budget. It is evident that
full benefit of all the retrenchnients proposed by the Committee cannot be
realised during the first year of their operation. Thé gross deductions
reccommended of 8% crores in Civil Administration and 10} crores in
Military cxpenditure are highly gratifying. Altogether when all the re-
trenchments are fully realised our expenditure will be reduced by 19%
crores of rupees. Notwithstanding the difficulty of introducing the
retrenchment proposals in the present budget, the estimated expenditure for
the year 1923-24 has been reduced by over 11 crores. The reduction of
6} crores in the Civil expendilure and 5% crores in the Military budget is a
very reasonable reduction during the first year of the enforcement of
retrenchments.

The military expenditure as shown by this budget now stands at 62
«crores as compared with 67-75 crores as the last year’s estimated figure.
] admit that the Military figure is still high but I hope as promised by
His Excellency the Commander-in-Chief every endeavour will be made to
‘reduce it to 57'75 crores which seems to me a very reasonable figure.
I cannot leave the subject of Military expenditure without a passing
reference to the operations in Waziristan. 1 personally advocate a close
Bordcr Policy as all the people acquainted with the frontier condition will do.
But I should not be understood to under-estimate the marvellous success
achieved by the present Military policy. There is every reason to hope tRat
within & few months the situation in Waziristan will considerably improve
when it will be handed over to the Political Department and then there will
be -sufficient reduction in the Military budget. I do not intend to detain
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the House with any detailed examination of the various heads of revenue
but I cannof help making a few observations about Railways. As shown by the
Honourable the Fimance Member in his speech, there has been last year a
ret loss of about a crore in the Railway budget. Now, Sir, the Railways
being essentially a commercial enterprise, they should be run entirely on
business grounds. Their administration should be conducted purely on
business considerations and they must pay their way. I hope the Rail-
way authorities are giving their serious consideration to this fact. The
verusal of the memorandum accompanying the statement of receipts and
demands for grants for 1923-24 shows that next year the Railways
will not only meet their expenditure but will also yield a net profit. I hope
these expectations will be realised.

I come in the end to the much vexed question of the proposals to
meet the present deficit of 586 crores. Out of this it is proposed to
wipe off 1-59 crore by crediting the “interest on the securities of the Gold
Standard Resecrve to the revenues of the country. Thus under the existing
taxation there remains a deficit of 4'26 crores uncovered. The imperstive
necessity of getting rid of this and to balance the budget cannot be ex-
aggerated. It is not safe to add every year to the appalling figure of
100 crores of the accumulated deficit. But the question is how to meet
this deficit. There are only two ways of doing this—(a) either by reducing
the expenditure or (b) increasing the revenue by fresh taxation. So far
as the former method is concerned, a considerable reduction of over 11
crores have already been incorporated in the existing budget estimates and
it would not be possible at least this year to make further reductions with-
out a danger of impairing the efficiency of our administration. On the
other hand fresh taxation is the lcast desirable thing. We are already
over-taxed and there is hardly any possibility of increasing any other form
of tax since both land-owners and business communities have already been
heavily taxed and there is no further room to fleece anything more out of
them. I therefore.welcome the proposal of the Honourable the Finance
Member to increase the salt duty to Rs. 2-8 per maund. This is not going
to press so heavily upon the poorer sections of the community. As shown
last year by the Finance Member in his speech. this enhancement will add
only one anna per seer. One anna per seer is a very insignificant burden.
Besides as this is a general tax, it will press equally upon all and will prove
very remunerative. It will bring in something like 5 crores into the
Exchequer and the burden will be very insignificant and equally distributed.
I strongly advocate the enhancement of the salt duty in order to terminate
the era of budget deficits and to embark upon the road of brighter pros-
pects of surpluses in the coming year.

After all besides the land-owner and commercial classes all other com-
munities equally enjoy the protection of the benign Government and should
therefore bear at least a part of the burden of light taxation. If further
taxation is required, it would perhaps be desirable to increase the duty on
liquor and other excisable commodities including snuff, because it will both
be a financial gain and a moral advantage. With these words I strenu-
ously support the introduction of this Budget.

The HonouvrasLe Sik MANECKJI DADABHOY (Central Provinces:
Géneral): 8ir, I hove heard it said that the debate in this Council is often
infructuous after a full and exhaustive debate in the Assembly and has no
matérial value. To my mind the debate in this Council has a special value
in the sense that it enabjes Government correctly to know the opinions of
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the landed aristocracy of India, the representatives of the zamindars and
large landholders and the representatives of the commercial interests which
principally aid, influence and guide the financial policy of the country.
Viewed from that aspect, the budget needs our spgcial consideration.
‘Various epithets have been applied to this year's budget and compliments
have been paid to Sir Basil Blackett for the clear and lucid presentation
to the Legislature of the financial position of the country. 8ir, I do not pro-
pose to join in the conventional compliments, not because Sir Basil Blackett
does not deserve them, but because I propose to put him at ease by telling
him that he has presented to the country this year what may be termed
a practical and common-sense Budget. The ‘Budget has its special features.
I do not propose to quarrel with the minor aspects of this year's Financial
Statement, to cavil with certain figures either on the side of expenditure
or on the side of revenue; I do not propose to enter into a discussion whether-
the expenditure is over-estimated and the reeeipts under-estimated but I.
propose to attack the Budget from certain broad points of view as some-
what offending those canons of prudent taxation, a fair and equable taxation
which should be the acknowledged poliey of Government. Sir, I am aware,
the last three years have been strenuous times with the Finance Department,
they have been times of great anxiety and much trouble. Sir Malcolm Hailey,
we all know, had the misfortune to confront sorrowful days when a general
trade depression dwindled our revenues and made the prospects of the finan-
cial condition almost hopeless. When we realize that in the last three years
the gross deficits of the Government of India have amounted to 100 crores,
of which 81 per cent. have been covered by paper money issued by the
Government of India and the rest, 69 per cent. by borrowings, when we
consider the disheartening past, we have received this Budget with mixed
feeling of relief as well as of hope. 1 say, Sir, relief, because, to be frank,
we anticipated a much larger deficit. I say that I welcome this Budget
with a feeling of hope because it gives hope and indications of the future
policy of the Government of India, a policy which is to be framed and
based on well-recognized canons of taxation and in absolute compliance with
the economies recommended by Lord Inchcape’s Committee. Sir, the stup-
endous taxation of the last three years has told heavily alike on the poor
and rich, and I do not find in this Budget, to my sorrow, any allusion from
the Finance Minister, any expression of sympathy and consolation, or any
hope held out for general reduction of taxation. Sir, I shall not at
any great length allude to these matters. My friend Sir Basil Blackett
has justified the abnormally high 30 per cent. duties on luxuries by the:
statement that these duties have not killed the trade, that the figures indi-
oate that motor cars, watches and other things have come into this country
in larger numbers and quantities, and that the duties have justified them-
gelves. Sir, there is also another aspect of the case. My Honourable
friend, with Bis financial knowledge, %nd his versatile experience in the
domain of finance, ought to know that heagy duties, excessive duties, have
their tale of sorrow to tell in the long run. These duties you may continue:
for a little time, you may continue them for a year of two, you may con-
tinue them with impunity for a brief space of time, but the eventual
retribution must fo'low, the eventual result will be disastrous to the
revenues of the country. Sir, in the same way I find, to my utter dis-
appointment, that in alluding to the postal charges my friend Sir Basil
says: i

* The effect of the new postal rates during the first few months of the finangial year

was to reduce correspondence, but there have since been signs of recovery and the
public- are now gradually getting used to higher postal,charges.”
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I read, with great discomfart, this statement. I never knew before that
the postal service was an avenue or channel for any Government to make
money out of it. 1 understood that the postal department was a service
for the country ; the postal service is the foundation of all trade, of all com-
merce, of all business, and 1if the people have taken to it and are gradually
getting used to tho higher postal charges, they are doing so not of their
own liking but out of sheer necessity. - These high postal charges might
have been justified at one time, but I think that the Government of lndia
ought to seriously consider the desirability of reducing the postal charges and
restoring the old cheap servicem The Government, in the end, will get
a larger revenue by resorting back to the half and quarter anna service.
In a country like India where there is & great deal of illiteracy, where
every encouragement possible should be given for the promotion of edu-
cation and internal communication and correspondence, I view with dis-
appoinment and dismay this feature of policy propounded by the Honour-
able Finance Member. Sir, likewise the commercial community in
this country view with dismay the absence of all allusion, the absemce of
sll sympathy in the matter of excessive income-tax and super-tax. It
was not left to a democratic Assembly to cavil at this form of taxation,
but it is certainly open to the representatives of commerce and industry
to make their voice audible in this House so that the Government may in
the near future shipe their policy in consonance with public opinion and
in consonance with its former traditions to encourage the commercial
growth of the country. Sir, what is the result of this excessive taxation?
My friend has rightly alluded to the fact that there has been a fall in the in-
come-tax that Government has not been able to realize in Calcutta much
on account of the refunds given, and that in Bombay, on account of the
decline in the cotton industry, the amount has not come up to their ex-
ctation. Sir, just consider what has been the policy in this country.:
t is diametrically opposed to the policy in England from which my Hon-
ourable friend comes afresh. In England, Sir, during the war, no doubt,
heavy income-tax and super-tax were levied; in India they went in for a
high, excessive income-tax and an exorbitant super-tax policy three years
after the war had ended. In  England when the Chancellor
of the Exchequer is doing his best to reduce the income-tax
in order that the cummercial enterprise and the industrial progress of the
country may be developed, our financiers in this country are sitting tight
and not heeding the popular view but endeavouring to keep the tax as it
stands at present. Sir, the present killing super-tax is destructive of all
enterprise, is destructive of all serious progress, in trade and industry, and
1 trust the Governn:.ent will see their way to give a substantial measure of
relief in this matter as early as possible. In England last year they reduced
the income-tax. There is alrcadys fresh talk of another #hilling reduo-
tion. They are seriously contemplating in what way relief could be given
in the matter of the super-tax. I say—and say with great respect
to Sir Basil Blackett—that as the Government has accepted the other day
in the Assembly a recommendation of the Fiscal Copamission promising
all encouragement to trade and commerce and the development of new in-
dustries in this country, I hope Government will see at an early date the

- desirability of giving a substantial.measure of relief in these two matters.

Str, 1 entirely endorse what my Honourable friend the Finance Member
has said in the matter of the currency and exchange policy in this country.
I am glad that my friend has not given way to the tempting proposals
of men who do not really ,understand the importance of the question. I

12 xo0N.
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quite agree that you cannot by any artificial measures manipulate your
currency pohiey. The eurrency policy must work in conformity with
the world factors, with the price of wages, with. the prices of food and
materinls. You cannot give an artificial stimulant oe way or the other.
You cannot resort to temporary measures by fixing and stabilising exchange,
becuuse the result will be more disastrous than what we have already
experienced. The sad experience of the past is quite ample to guide us
in this matter. Three years ago we came to .know what was the result
of a policy of interference. I therefore welcome the policy propounded by
Sir Basil Blackett that the right and proper policy is the waiting policy,
& policy of allowing matters to adjust themselves naturally in conformity
with trade conditions and world factors.

Bir, these are the few remarks that I have ventured to offer on the
special features of this Budget. Now, it is no use our quarrelling with the
past. We must see as to the future. 1 am very glad that this Budget
incorporateés the valuable recommendations of the Inchcape Committes. The
Jncheape Committee have recommended a total reduction of 194 crores,
of which 10 crores are in the matter of the Army estimates and 9 in the
matter of Civil estimates. 1 .quite understand the difficulty of Government
in giving effect to all the proposals made by the Incheape Committee. I
have no doubt that in the next few months the Government will see their
way to incorporate all the proposals and effect as much economy as it is
possible consistently with efficiency in the administration of Government.
Sir, there is one matter to which I must allude, and that is the subject
of our military expenditure. 1 must tender the gratitude of this Council
t. His Excellency the Commander-in-Chief for the whole-hearted support
which he gave to the Inchcape Comnilttee and for consenting to have the
axe applied to many of his departments and to many of the services which
he so honourably controls. Sir, 1 have heard, however, His Excellency’s
speech yesterday with a feeling of disappointment. His Excellency
has stated and given every assurance possible that economy  will be effected,
but His Excellency, as I understood him yesterday, has however subscribed
to the proposition that the military expenditure of the country could not
be brought to the eventual figure of 50 crores as recommended by the
Incheape Committee. His Excellency has endeavoured-in the coming year
to fix the military expenditure at 62 crores and an appreciable reduction
of 5 crores is welcome. But, I appeal to His Excellency in view of the
conditions now prevailing, in view of the policy of Government as declared
by Mr. Bray in the other House, I impress upon him the necessity of
drastic curtailments and enforcement of further economy in the military
expenditure of the country. Sir, I feel certain that if His Excellency again
applies his mind to the details of this problem. His Excellency will succeed
and before he retires he will leave a monument of his sympathy and in-
dustry, of his solicitude for the welfare and the interests of India.

Sir, the question which is now confronting us is the question of how to
meet the deficit. I endorse all what Sir Basil Blackett has said as regards
the necessity of a balanced Budget and of covering the deficit. It would
be impolitic, it would be unwise, it would not be in consonance with a well-
regulated policy, to leave the deficit uncovered, and some means must be
found to attain that object. Sir Basil Blackett in concluding his speech
stated : °

« That the Government of India will receiva the credit which I claim is their
due for courageously shouldering their hurden and boldly coming forward, with a
budget which, at one and the same time. effects drastic reductions in expendltnre and
calls for a further rucrifice in the form of new taxation ' .
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The House does give credit to Govermment for these reduetions. ‘Wo also
feel we ought to carry out his suggestion about the further sacritice in the
form of further taxation. I, Bir, und my Honourable collesgues would give
«very support to Government in the matter of making a sacrifice if that
sacntfice could be made consistently with our principles, if it can be made
consistently with the interests of the country and with the declared poucy
of the Government as stuted in the past. Sir, my Honourable friend the
Finance Member sceks to cover this deficit by a salt tax. My friend
yosterday declared the policy of the Government and heé said that the Gov-
ernment have carefully considered and come to the conclusion that there
is no other avenue which can be explored in the matter of fresh taxation,
and the only course left to Government was to impose a salt tax, which
my fricnd said was both economically and socially sound, if 1 remember
his words aright. Sir, with great respect, 1 venture to point out that
there has been a change in the policy. The Honourable Bir Malcolm
Hailey when he presented his lucid budget last year said that the salt
duty had always been regarded as Government's ultimate reserve and an-
other Member, my fri the Honourable Mr. Innes, said, defending the
salt duty last March, that the tax was raised from Rs. 2 to Re. 2-8-0 .in
1888, and it remained at that figure until 1903 when a reduction was made
because Government recognized that it was theoretically a bad tax and
because it was thought that there should be a reserve of taxation to-be
drawn on in case of emergency. Within 12 months the angle of vision
has been considerably changed. Sir, the ultimate reserve for which the
sult tax should be kept, the theoretically bad tax has now become a sound
one. When the Salt tax was rfised in Lord Dufferin’s Vicerovaltr, a
promise was given that it would be reduced at an early date, and if possible
the whole of that form of obnoxious taxation would be done away with
ax early as possible. Now, Sir, I do feel that this form of taxation at the
present time is objectionable. I am prepared to accept Sir Basil Blackett's
statement that the incidence of the taxation will not fall materially and
heavily on families. But, Sir, in my humble opinion, if this tax is to be
ever raised in the country, it should be kept up the sleeve of Government
to meet some unavoidable crisis or extraordinary emergency when such a
tax would be necessary. Could it be honestly said that the present is a
suitable opportunity for introducing this tax? Could it be legitimately
urged that the ultimate reserve should be called upon at this juneture when
drastic economies have been recommended, and when Government them-
selves have willingly and readily adopted those economies in their budget?
Sir, 1 therefore venture to say that the time has not yet come for the
imposition of this increased duty. My friend has. stated that it has been
objected to on political grounds only. It is true that it has been objected
t: on political grounds, and could any reasonable Government, especially
the Government of India, afford to ignore political considerations at this
stage in the historv of the countrv? 8ir, T say with great emphasis that,
apart from the incidence of taxation, this is a time when the Government
s not right in introducing this enhanced taxation. 1 will not say, as was
said in the other House, that this tax is a messenger of revolution. I dis-
agree with that statement, but T do contend that this tax is a messenger
of widespread discontent in the country, and why should the Government,
whbn it ean adopt other methods, resort to a form of taxation which from
a political as well as sentimental standpoint has been abhorred and objected
to in"the countrv. 8ir, political considerations are of great importance at
this juncture. 8ir, this Council has two years longer . . . .
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The HoNourABLE THE PRESIDENT: I muet draw the Honourable
Member’s attention to the fact that he has not two years longer, and that
other Members of the House desire to speak. .

The HonouraBLE Sin MANECKJI DADABHOY: %ir, a part of our
Legislature is on the eve of dissolution. The peaoples’ representatives in
this country have in very difficult and anxious times helped and endeavoured
te help the Government in the matter of Reforms, they have supported
Government in many measures that were brought before them. Sir, is it
right that Government should not give these men who have now to seek
the suffrage of the electors, the right to say that they have done their best,
that they have opposed what was not proper, what was not expedient,
what was not just? . . .. ' '

The HoNouraBLE THE PRESIDENT: The Honourable Memb;ar must
address his remarks to the Chair.

The HoNourabLE SIR MANKCKJL DADABLOY: [ ush the IFinance
Minister to give his consideration to this matter. Further, this Council
<cannot ignore the wide public opinion outside this Legislature. The whole
country, the entire press with the two solitary exceptions that I have seen,
have condemned this taxation at the present stage. Government cannot
ignore that large volume of public opinion. Sir, we must therefore find
out some other method of covering the deficit. My Honourable friend
Sir Basil Blackett yesterday quoted a metaphor from a cartoon and re-
marked that tne soldier said ** 1f you can find a better hole, take me to 1v."”
1 wish we could suggest a better hole to him, but 1 think he will find a
better hole if he will readjust entirely the present policy of taxaticn. It
1s'not for us to suggest methods. 1t is for Government who are in posses-
sion of all the details, facts and circumstances to find out a method that
will be aceeptable. In this connection 1 must say that the entire policy
of taxation nceds revision and thorough revision. . . . .

The HoNouraBLE THE PRESIDENT: 1 really think the Honourable
Member has had more than his fair share of the time of the House.

The HoNouraBLE SiR MANECKJI DADABHOY : If you wish me to sit
down 1 shall. obey your ruling. In view of what has fallen from the Chair
1 shall not prolong the debate. This is an occasion on which a great
deal has to be said, but 1 must submit to the ruling of the Chair. I shall
only say, Sir, that the Government may find some way ol getting out
of this difficulty. As they now have time for a few days I hope they will
rgoonsider the matter and will not insist on raising an impost which is not
only of a dubious character, but which has met with considerable opposition.
T shall say only-one word more and that is that this budget on the whole
has been a satisfactory one. We hope, Sir, it will be given to the Finance
Minister to fulfil the dream of his life angl to serve his country of birtn
and when the time to quit his office comes he will have the satisfaction
t«. leave an imperishable record of success in the domain of finance and
striot economies in the administration of this country.

The HonouvrasLe S;ie ARTHUR FROOM (Bombay Chamber of Com-
merece) : Sir. at the outset T should like to associate myself with the expres-
sion of welcome ‘uttered by my friend the Honourable Mr. Lalwbhai
Bamaldas, to the Honourable Sir Basil Blackett on his first appearance
in this House which has been described as the House of Elder Statesmen.
Elder, yes; statesmen, we hope. ' ' ’

°
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The Honoumamik Sik DINSHAW WACHA: We are all statesmen

here. ‘
The HoNouraBLe Sik ARTHUR FROOM: Sir, when 1 first received
the budget, it at ance occurred to me that one important thing arising out
of it would be that it presented but little material for discussion. I do
not know that my impression has since been altogether justified here.
The Budget seemed to me to be rather in the light of a colourless one.
In so describing it, I do not mean to adversely criticise it; 1 think it has
come up to the expectations of the people of this country, although per-
haps it has not exceeded them. I am in entire agreement with the Hon-
ourable the Finance Member in his emphatic views of the necessity of
providing for the estimated deficit, a deficit of 4} crores. Not to provide
for this deficit would not only be unstatesmanlike, but it would ve ua-
businesslike, and it is unthinEable that the Legislature should add in any
way to the regrettable total of 100 crores, which represents the deficits
ranging over & period of 5 years. ‘

The expenditure side of the Budget should not, I think, be discussed
in detail. I regard it as being sub judice until the recommendations of
the Inchcape Committee can be tried or given full effect to. We shall
see probably next year the result of those recommendations as applied to
the expenditure throughout the country and 1 have every hope that the
result will be gratifying to the full to both Houses.

.We now come to the revenue side or rather to the task which presented
iteelf to the Honourable the Finance Member of providing extra revenue
to meet the estimated deficit of 4} crores, and, us was, I think, antici-
pated throughout the country, he has turned again to the salt tax. Well,
Sir, I gave my opinion on this salt tax just about a year ago. I have
reflected on it since, and 1 must at once say that I see no reason to -change
the opinion I then expressed. I have never met anybody in this Council
who has been able to convince me that an extra Rs. 1-4 per maund excisc
on salt would be oppressive to anybody in this country. It should be
viewed, 1 consider, side by side with figures, and 1 understand that if
you apply figures to the proposed advance in the salt tax, the result is an
mereuse of not more than four annus per person per annuin. I am unabie
to believe that that can be oppressive. One Honourable gentleman this
morning more or less admitted that it was not oppressive; he said it was
sentimental. Sentimental! 1 ask him, is not the country of India being
educated and is it not time now to neglect sentiment when you want to
obtain revenue? The Honourable Mr. Lalubhai Samaldas opposed the
salt tax and then very rightly made various suggestions as to how the salt
tax should be replaced. I much admire him for this, because 1 do thizk
that, when any Honourable Member wishes to have withdrawn a fax
proposed by the Finance Department, it is up to him to® make some con-
structive proposal in its place. Amongst the proposals made by the
Honourable Mr. Lalubhai S8amaldas was one that I did not quite under-
stand. It was a tax on the gross freight income of ships. I have not
the foggiest notion of what that means. Ships pay income-tax in India
now and what other tax does the Honourable Member mean? It is quite
true that upto a few years ago ships not registered in India did not pay
income-tax, -but they do now, and the tax that they pay is a very appre-
ciable increase to the revenue of this country. . ’

Well, 8ir, I do not propose to speak very long. I have already ex-
pressel my .opinion of the salt tax and, therefore, I have no other sugges-
tion to make of any other increased tax. .
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A few days ago I received a telegram from the’ Western India Motor
Trade Association; I have no doubt others, and possibly the Finance
Department, have received similar telegrams. I should not refer to it,
Sir, except that I am in entire sympathy with the views of that Associa-
tion. To describe motors in these enlightened and progressive days as a
luxury is, I say, entirely wrong. (The Honourable Mr. E. M. Cook:
‘ Who describes them as a luxury?’’) It is included under the luxury
tax of 30 per cent. (The Honourable Mr. E. M. Cook: ‘““ It is not a
luxury.”’) I say the tax of 30 per cent. ought to be reduced and mate-
rially reduced. The deductions arrived at and given by the Honourable
the Finance Member that the imports this year, or as far as we have gone
this year, 1922-23, are in excess of the imports of motor cars in the pre-
vious year are, no doubt, entirely correct, but they give an entirely false
impression. There was a post-war boom in motors and some few years
previous to the year 1921-22 there was a tremendous import of motors into
this country. Those who have met anybody connected with the motor
trade know how very badly bitten some of the motor traders were. In
1921-22 the import of motor cars was reduced enormously as it comprised

.a period when the traders tried to get rid of the cars that they had
imported during the boom. Therefore, 1921-22 is not a fair year to com-
pare with the present yedr. 1 feel sure that this outery from this trade
would not have been so bitter if there was not full justification for it. I
repeat that motor cars, motor transport, the accessories of motor cars,
tyres and so on are not in these days a luxury. We should remember that
not so many years ago travelling by railway train was considered a luxury,
and look at railway travelling now. We have got to be progressive in this
matter, and I do hope that the Finance Department will reconsider this duty
of 30 per cent. on motor cars and their accessories. The amount involved
is a mere fleabite in the finances of the Central Government, but it is a
real thing to the motor industry.

I have listened with interest to the remarks of my Honourable friend
Sir Maneckji Dadabhoy. Naturally we should all like the super-tax and
the income-tax reduced, but I am not quite sure that I feel justified in
pressing for this this year.

The HonourasLe SiR MANECKJI DADABHOY: I did not press for
it this year.

The HonouraBLE S;IR ARTHUR FROOM: Next year we hope . . . .

The HonourapLE Sir MANECKJI DADABHOY: I did not say next
year either. I said as early as possible:

The HoNouraBLE SIR ARTHUR FROOM: Personally, I hope as early
as possible will be next year.

With these few remarks, Sir, I have s nothing to say against the
Budget. 1 support the Salt tax this year as I.did last vear. I am
entirely unconvinced that it is an oppressive tax. With the Salt Tax the
Honourable the Finance Member will be able to budget for the estimated
deficit, and I sincerely hope that the business-like instincts of Honourable
Members of this Hcuse will not allow sentiment to outweigh their

commonsense. .

The HoNourABLE Rar Bamapur Lata RAM SARAN DAS (Punjab:
Non:Muhammadan) . Sir, I congratulate the Honourable_ the me)ce
Member on the Budget which he has presenteds to us this year, which

B
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Budget I must say is decidedly e far better Budget than we have been
getting for the pgst few years. I also take this opportunity of recording
aur thanks to Lord Imch¢ape and his colleagues for the retrenchment
proposals that they have put before the Government of India at great
personal sacritice of time and money.

* Our new Finance Member has in the Budget only proposed an additional
duty of Rs. 1-4 on salt, which works out to about half an anna per seer,
which in my opion is not so much as to be worth consideration. But
as sentiment 8 against it and as’ I personally feel that any tax which
directly affepts the poorer classes is not proper, I do not welcome this
proposal.

My Honouratle friend Sir Arthur Froom said that when we oppose
any taxation we must also suggest some other method of raising income.
In that connection, Sir, I should like to propose that an additional export
duty of four annas per maund be levied on jute. Of course, people say
that it would afiect our exports and lead to substitutes being employed.
But as far as my information go=s, substitutes have hitherto proved to be
useless. In this connection I mpgy also say that the bulk of our jute
exports do go, tesides England, tc America and Germany. We find that
in the United States of America, the Government is levying an import
duty on manufactured jute but not on raw jute, which means that they
want to encourage the jute industry in their own ccuntry at the expense
of India. Germany as our next largest customer having found their subs-
titute to be useless have had to fali back on jute from India. If I rightly
understand, India is the oniy country which has a monopoly of jute. This
extra taxation tLat I propose will bring us. Sir, about 84 crores of rupees.

The Honourable the Finance Member suggests that the export duty on
hides and skins be reduced from 15 to 5 per cent. In my opinion, Sir, this
is not proper and we ought nol to make any reduction in this duty, which
would cause losa of 19 lakhs to the country. An export duty on petrol
and motor-spint will be quite welcome. As this matter has been already
debated on in this Council, I do not like to go into details again on the
subject; but T cannot refrain from saying that kerosene oil, the
*‘ Victoria '’ brand, which is considered as the ruling factor in the price of
cheap burning cil in India, is such an inferior oil that it will be simply
thrown away if placed for sale in Europe or America. This kerosene
gives a great dcal of smoke and particularly in the case of our reading
public it is injurious to their eye-sight and injurious to their lungs. In
the old days when inferior kerosene oil was not in use and the country
burnt vegetable oil, our eye-sight was much better. When I was in
college myself early in the nineties I saw, very few .students who used
glasses, but now if we visit.any college or even & school we find that
75 per cent. of the students wear glasses. I think that inferior kerosene
oil is chiefly to blame for that.

Of course, the question of sentimént weighs a great deal with us. The
other day the Honourable Mr. Chadwick, whilst laying great stress on
the importance of cheap kerosene for the poor. was rather inconsistent as
he did not secure any reduction in the excise or import duty on kerosene
oil. As I have already proposed other taxation, I wish that the excige
duty and import duty on kerosene oil should be removed. It will mean
sacrificing 90 lakhs, but as the other two iteme whivh I have proposed are
tkely to bring in more than 5 crores, the loss of 90 lakhs will not matter.

‘
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Another thing, 8ir, I find in the Budget is that on the Kabul Legation
we are spending a lot of money. Afghanistan has now sccured a Sovereign
status and as such her Embassies have been established in chief countries
of the world; so | think India ought not tu bear any expense in connection
with this Legation. For the information of this House I might mention
that in 1913-14 the cost to India of this Kabul Legation was only Rs. 40,000;
in 1922-28 it rose to Rs. 5,26,000, and in this Budget we find it at
Rs. 4,80,000.

Bimilarly, Sir, I find that in Persia and the Persian Gulf we are
spending something like 22} lakhs, which I think ought to be borne
either by the Iraq Government or by the British Exchequer, as these
places cannot ¢ considered to be a part and parcel of India. Then in
the Persian Gulf alone, Sir, out of this expenditure which I have already
enumerated, about 6 lakhs go for lighting and buoying in the Persian Guif
itself. I find that no tax is levied on steamers which do ply in that gulf.
However, as I do not wish that this charge should fall on India, I do not
like to go into cctails as to whether these lighting and buoying charges be
borne by the steamers or by the Government concerned.

4

My friend the Honourable Sir Arthur Froom questioned what the
Honourable Mr. Lalubhai Samaldas said about the Shipping Tax. As far
as I understand, my Honourable friend Mr. Lalubhai meant that this tax
should be levied on the total freight money. We find that in Australia
a similar tax is levied which amounts to about 1} per cent. (£700 in
freight of £46,000); also we find a similar tax levied ip the Union of South

" Africa where it, roughly speaking, amounts to 1 per cent. (£60 in freight
of £8,000). I think, Sir, that if we levy such a tax in India at 1 per cent.,
we, shall make ubout Rs. 50 lakhs from foreign trade and about 10 lakhs
from the coastal trade.

As far as the Military Budget is concerned, I thank His Excellency the
Commander-in-Chief for the reduction which he has already effected in
the military experditure. I hope that in the years to come he will be able
to make much izrger retrenchment. - As far as the Military Works Services
are concerned, us my Honourable friend hss already pointed out, the saving
of expenditure on military barracks and on works of sanitation should not be
made; for the Indian troops in particular, the present barracks are all
kutcha and are not as sanitary as they ought to be, and so in such directions

1eduction is not proper.

As far as the Waziristan expeditionary expenditure is concerned, since
India is an assev to the whole of the British Empire, in my opinion the
British Exchoquer should bear al least a portion of the cost of such expedi-

tions.

In India, Sir, since the last few years the ruling rate of interest has
been very high and one of the reasons, I think, is paucity of money; and
as my friend Siv Maneckji Dadabhoy has already referred to the matter
of income-tax and super-tax, I just want to say how in my opinion this
heavy taxation reflects or falls upon the poor. Big bankers and big banks
have to pay something like 73 arnas in the rupee in income and super-
taxes which certainly reduces their own income by 50 per cent. and they
paturally try to make that up by asking much higher rate of interest from
the commercial tublic or the agricultural people who borrow money. - 8o
this taxation which presumably seems to fall upon the rich daes fall on
‘the poor in that way, and so, Sir, 1 would suggest that when the time
comes & reduction in super-tax and inecome-tax should be made. India is

B2
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a poor country and the present rate of taxation in unbearable. In this
connection, Sir, ] might also say that in years gone by the Imperial
Bank, or the ihen Presidency Banks, were given better facilities in crop
times. Now, as far as my information goes, accommodation up to the
extent of five crores only is allowed aguinst securities, or secured com-
mercial drafts. | would suggest that in crop times this limit ought to be
raised to 10 or i5 corores, that will also cheapen the money.

Then I come to Exchange. The condition of exchange has been a great
factor in depressing trade and in dislocating all business. Merchants and
dealers do not feel inclined tq order any goods on a large scale because
they do not at ull know when the goods actually land at the Indian ports
what their cost will be in rupees That is limiting the British imports
into this country as well as other imports, and does affect our trade
balances.

In the military budget, as far as 1 understood, the Honourable the
Finance Secretar; told us that in future under the heading of Railways
the strategic lines capital expenditure and maintenance charges would be
separately showa. I am sorry, Sir, that even in this budget which is put
before us—I refir to Appendix III, page 22 of Explanatory Memorandum
on Railway Budget—commercial lines and military lines are bracketted
together. That ix not right because this does not give us any idea as to
how much Wwe are losing on military or strategic lines. It is simply a matter
of accounting; but all the same, T think the House would like to be in a
position to know what that particuiar expenditure on the military side has
been in the Railway accounts.

Another way, Sir, of increasing our income, would be the locatiop of
currency reserves in India instead of in England. This will bring more
money in India, and at times of financial stringency in the money market .
it will be a great relief to the Imperial Bank and the other big bankers
of good status and standing. In addition, we shall be getting much higher
rate of interest, certainly more than double of what we are getting in
England. If I mistake not, that would mean according to my calculation
an income of over two crores of rupees.

Then 1 find, Sir, that in presses and other industrial concerns, Govern-
ment is beginning to interfere a good deal. Private enterprise ought to
be encouraged, hut I find that a great deal of money has been in this and
in the past yeur provided for new machinery in Government Printing
Presses. Sir, I would suggest that every effort should be made to encourage
private enterprisc. I presume, Sir, that the Government is going to
appoint a Tarif Board and we shall all welcome that Board. In this
connection I must say that India needs protection very badly. We see that
our great industries as well #s sniall industries are not doing as well as
they ought to du. My friend the Honourable Mr. Lalubhai Samaldas
has already put before the House that the greatest of our Indian enter-
prises, the Tata Iron and Steel Company, is in need of protection. Before
the Ruhr trouble began the prices of imported continental steel were much
cheaper than the Tats Company’s Steel; and in those days the difference
sopetimes rangel between Rs. 20 ard Rs. 25 a ton. Then take the case of
the Scindia Stesm Navigation Company or other shipping companies in
which India’s capital, as far as I understand, is over Rs. 10 crores.
What do we find? We find that these Indian companies are being driven
into liquidation by the*British India Steam Navigation Company. In
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September 1921 when the Scindia Steam Navigation Company took up the
Burma trade and when the British India Steam Navigation Company’s
ruling rate.of freight was Rs. 20 per ton from Rangoon to Bombay, com-
petition was started with the result that freights from Rangoon to Bombay
were reduced to Rs. 6 per ton by European shipping companies, a rate
which was far below the cost of working. Even the rate from Rangoon to
Colombo was Rs. 9 a ton, while the rate of freight from Rangoon to
Bombay was Rs. 6 a ton. In this connection I may point out that if our
indigenous industries are not encouraged and supported, they will be
driven into liquidation, and for another half a century or so nobody in
India will be enterprising enough tc¢ float again such concerns.

The HoNourasLe THE PRESIDENT: I would remind the Honourable
Member that he is taking up more than his share of the.time of the House.

The HoNouraBLE Ral BaHADUR Lara RAM SARAN DAS: Then again,
I find that Lord Inchcape’s Committee is proposing a reduction in agricul-
ture, industry and in public health. In this connection I must say that
Indis is mostly an agricultural country, therefore expenditure required
for the doevelopment of this most important industry should not be curtailed.
Tublic health is not in a satisfactory state, and medical and sanitary relief
in this country is very much behind time. We have many districts in the
Punjab, where a single dispensary serves a radius of 20 or 80 miles, which
cannot be considered adequate for the needs of & civilized country. There-
fore, medical relief ought to be ¢xtended as much as possible, and no
retrenchment made therein.

As rogards the post office, Sir, I must say that this department ought
not to be considered like the Railways a money-earning department. What
do we find, Sir? In the Retrenchment Report we see the figures . . . .

The HoNouraBLE THE PRESIDENT: I would ask the Honourable Mem-
ber to attend to my suggestion. There are other Members who are anxious
to speak, and I would therefore ask the Honourable Member to bring his
remarks to a close as soon as possible.

The HonouraBLE Ra1 Bamabur Lara RAM SARAN DAS: Very well,
Sir. In this important matter, Sir, I find that 2 per cent. of the personnel
of the sorters in the Railway Mail Service is being reduced notwithstanding
much heavy mails., That is not in the interests of the sound working
of the R. M. S. post office which has lost a great deal in its efficiency,
and I should like to draw the attention of the authorities to the fact that
instead of reducing the number of sorters who are already overworked they
should reduce two of the three Deputy Inspectors-General. -

The HonouraBLe MR. V. G. KALE (Bombay: Non-Muhammadan):
Sir, the outstanding feature of the Budget is a very intense desire on thc
part of the Honourable the Finance Member to balance the Budget. 1
am, Sir, reminded of the similar position in which India stood when the
first Finance Member of the Government of India came out to this country
in 1859. The Finance Member on that occasion had to face similarly
persistent deficits; and the Public Debt was mounting up from year to year.
He was donfronted with the after-math of the Sepoy Mutiny as we® are
confronted with the after-effects of the war. Naturally, therefore, he felt
keen anxiety to place the finances of the country upon a sound f8oting.
My Honourable friend the Finance Member finds himself in a somewhat
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similar situation to-day. No doubt he has had an advantage over his
distinguished predecessor in this that a Retrenchment Committee has
already sat and recammended considerable reduction of expenditure. He has
also had the advantage of very largely extended resources of the country and
of the wider financial possibilities of the trade and industries of India.
However, what is common to the two positions is the imperative necessity
of immediately balancing the Buaget. Now, Sir, this can pe achieved either
by additional taxation or by retrenchment or m both ways simultaneously.
I want to point out that taxation for the last 6 or 7 years hgs had 1ts
innings and I wish that retrenchment were given its turn at the wicket and
a fair chance. From 50 to 60 crores of additional taxation have been
imposed during the last 7 years, and I think the position has been reached
when further taxation even for equilibrating the finances will be undesir-
able. We are all thankful to the Retrenchment Committee for th¥ cuts
which it has proposed, and I feel that if it had more time to go into details.
perhaps deeper cuts would have been recommended. I regret, Sir, that
the Honourable the Finance Member does not appear to have been
informed that this House pressed very strongly for the appointment of a
Retrenchment Committee last year. 1 expected the Honourable the Finance
Secretary to have referred, the other day, to what this House did in initiat-
ing the question of the Retrenchment Committee. What did he do, last
year, Sir? In reply to suggestions, he read out to us a list of items of ex-
penditure, took them up one by one and said, ‘‘ Item A—TIs retrenchment
practicable? No. Impracticable. Item B—Retrenchment undesirable.
Item C—Retrenchment unthinkable.”” He went on in this manner to the
end of the Chapter with the conclusion that though the Government was
very anxious for retrenchment, though it was going to do everything possible
to explore the possibilities of retrenchment, it was mo use an outside body
being appointed to prv into the expenditurc of Government. And, after
all, what has happened? It is an outside body which has now exerted its
pressure upon the Government of India and the hands of Government have
been forced to adopt immediately certain of its recommendations. No
doubt, my Honourable friend pointed out the other day that the Govern-
ment iteelf had introduced certain economies and certain items of retrench-
ment in anticipation of the recommendations of the Retrenchment Com-
mittee. But I doubt very seriously, Sir, if any substantial retrenchments
would have been made by the Government of India if the Government had
been left to itself. This has been the attitude ol the Government of India
towards the question of retrenchment. I do not, therefore,
suppose that retrenchment has been giv