Thursday, 6th March,1930
THE

COUNCIL OF STATE DEBATES

VoLuME |, 1930

(17th February to 3rd April, 1930.)

EIGHTH SESSION

OF THE

SECOND COUNCIL OF STATE, 1930

CALCUTTAi: GOVERNMENT OF INDIA
CENTRAL PUBLICATION BRANCH
1930



CONTENTS.

. . Pages..
Monday, 17th February, 1930—.
Members Sworn e 1
Messages from His Excellency the Governor G‘renera.l ]
The Railway Budget for 1930-31 .. 28
Special Marriage (Amendment) Blll—Introduced e 8
Repealing and Amending Bill—Introduced . 9
Prisons (Amendment) Bill—Introduced .. 10
Motion re Attempt to wreck the Viceregal Train ... 10-14
Death of Khan Bahadur Na.wabza.da Salyxd Ashra.fuddm
Ahmed . 14
Governor General’s Assent to Bllls .. 18
Bills passed by the Legislative Assembly la.la on the Table ... 15
Message from the Legislative Assembly ... . .. 16
Committee on Petitions =~ .. . 16
Congratulations to Recipients Of Honours . .. 16-18

Wednesday, 19th February 1930—

Questions and Answers 19-44-
Resolution re Announcement by the Governor General on the
Subject of Constitutional Progress in India—Adopted ... 44-59-

Thursday, 20th February, 1980—

Member Sworn .. 61

Messages from His Excellency the Governor Genera.l ... 61

General Discussion of the Railway Budget ... 61-76:

Statement of Business . e M
Monday, 24th February, 1930—

Member Sworn . 79

Bill passed by the Leglslatlve Assembly lald on the Table ... 79
Motion for the Election of a Member to the Governing Body of

the Indian Research Fund Association . 79
Election of a Panei for the Central Advisory Councﬂ for

Railways ... 80
Indian Patents and Demgns (Amendment) Blll—Pa.ssed as

amended . ... 80-82
Dangerous Drugs Blll—Passed .. 8384
Special Marriage (Amendment) Blll—Passed \/ 84
Repealing and Amending Bill—Passed 65
Prisons (Amendment) Bill—Passed 85

Thursday, 27th February, 1930—

Member Sworn o .. 87
Questions and Answers ... 8788
. Messages from His Excellency the Governor Genera.l 88
Election of a Member to the Governing Body of the Indlan
Research Fund Association 89
Elections to the Panel for the Central Advmory Councll for
Railways 89

Resolution re Pg-thbltlon of the Import of Vegetable Ghee— ,
Negatived e .. 89-109



(i)

Pages.
¥riday, 28th February, 1980—
Member Sworn e .11
" Questions and Answers . et 111418
Bills passed by the Legislative Assembly la.ld on the Table ... 114
General ‘Budget for 1930-31 eee 114-92
Statement of Business - e 122
Tuesday, 4th March, 1930—
Resolutlon re Road Development—Adopted .. 123-31
Transfer of Property (Amendment) Bill—Passed .. 132
Indian Sale of Goods Bill—Passed - ... 132-38
Indian Contract (Amendment) Bill—Passed ... 138-39
‘Thursday, 6th March, 1930—
Member Sworn .. 141
Questions and Answers c. 141-42
General Discussion of the General Budget ... 14390
Statement of Business . 190
Monday, 10th March, 1930—
Question and Answer .. 191
Bills passed by the Leglslatlve Assembly la.1d on bhe Table ... 191
Messages from the Legislative Assembly .. 191-92
Resolution r¢ Recommendation of the International Labour
Conference concerning the Prevention of Industrial
Accidents—Adopted ees ... 192-94
Indian Income-tax (Amendment) Bill—(Amendment of
Sections 2, 23, etc.)—Passed, as amended . .. 195-98
Indian Income-tax (Amendment) Bill—(Amendment of
Sections 14, 26A, etc.)—Passed, as amended 198-200
Transfer of Property (Amendment) Supplementary Blll-—
Introduced 200

Destructive Insects and Pests (Amendment) Blll—Introduced 200-01
Motion for Elections to the Standing Committee on Roads—

Adopted .. 201
Tuesday, 11th March, 1930—
Members Sworn ... 203
Resolution 7¢ Slump in Government Securities—Adopted,
as amended ... 203-20
‘Wednesday, 12th March, 1930—
Questions and Answers ... 221-28
Elections to the Standing Comm1ttee on Roa.ds .. 226
Cantonments (House-Accommodation Amendment)  Bill—
Passed ... 22627
Insolvency Law (Amendment) Bill—Passed . 922728

Destructive Insects and Pests (Amendment) Bﬂl—Passed 228-29
Transfer of Property (Amendment) Supplementary Blll—- -
Passed .. 9229-30
Elections to the Sta.ndmg Comm1ttee on Roads .. 230
Sta.tement of Busmese . 231



“Tuesday, 18th March, 1930—

Members Sworn -
Questions and Answers

Pages.

233-44

Resolution re Serious after-eﬁects of va,oclnatmn—-Negatlved 245-49
Child Marriage Restraint (Amendment) Blll—IntroducedL/ 249-50

Inland Steam-vessels (Amendment) Bill—Passed

Appendix o
“Wednesday, 19th March, 1930—

Questions and Answers

Statement laid on the Table . v

Indian Tariff (Amendment) Blll—Passed

Indian Income-tax (Third Amendment) Blll—Passed
Indian Railways (Amendment) Bill—Passed e
Steel Industry (Protection) Bill—Passed ¢

Motion re Elections to the Standing Committee on Pllgnmage

to the Hedjaz—Adopted

'I’hursday, 20th March, 1980—
Member Sworn

Nominations for Electlon to the Standing Committee on

Pilgrimage to the Hedjaz

260-70

. 271450

461-64
454-62
463

463-64
464-87
467-68

468-69

4

4

Resolution re Publication of an abrldged vernacular edltlon
of the Annual Summary of India’s Progress—Withdrawn 471-75

Cattle Protection Bill—Introduced

475

Resolution 7¢ Date for the convening of the Round Table

Conference-—Adopted, as amended
Statement of Business .

“Tuesday, 25th March, 1930—

Member Sworn ..
Questions and Answers

Bill passed by the Legislative Assembly la.ld on the Table
Elections to the Standing Committee on Pﬂgnm&ge to the

Hedjaz

»ed

“Thursday, 27th March, 1930—

Members Sworn v
Indian Finance Blll—Paswd

476-95
49¢

497
497-502
502-03

503-04

605

505-84

Valedictory Speeches in connection with the 1mpend1ng retn'e-

ment of the Honourable Khan Bahadur Sir Muhammad .

Habibullah o

"Tuesday, 1st April, 1930—

Members Sworn
Questions and Answers e
Messages from the Legislative Assembly

Bills passed byl the Legislative Assembly laid on tho Table -

“Thursday, 8rd April, 1930—

Question and Answer

Cotton Textile Industry (Protectmn) Blll—-Passed
Bilver (Excise Duty) Bill—Passed

Indian Companies (Amendment) Bill—Passed

Yy

. be4-67

. b69
569-78

578

578.79

. 681
581-602
602-03

..» 604-06



('OUNCIL OF STATE.
Thursday, 6th March, 1930.

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

MEMBER SWORN :

The Honourable Rao Bahadur D. Laxminarayan Pulaya (Central
Provinces: General).

. » .

QUESTIONS AND ANSWERS
. * SLUMP I¥ GOVERNMENT SECURITIES.

59. Ter HoxoUraBLe Mgr. SURPUT SING: Wili Government be
pleased to state :

(a) whether there is a great slump at present in the transaction of all
kinds of Government securities ?

(b) whether these securities have decreased in value by 15 to 20 per
cent. ?

(¢) if the answer is in the affirmative, what steps Government propose
to take to safeguard the interests of investors in those Gov-
ernment securities ? .

TrE HoNoURABLE S1R ARTHUR McWATTERS: The Honourable

‘Member is referred to paragraphs 104.to 108 of the Budget speech of the

Honourable the Finance Member, in which the reasons for the fall in the prices

-of Government securities are examined.

REMOVAL OF THE OFFICE OF THE COMMERCIAL MANAGER, EasT INDIAN
RATLWAY, FROM CAWNPORE, ETC.

60. Tae HoNourRABLE Mr. SURPUT SING : With regard to question
No. 30 asked by me on the 19th February, 1930, will Government be pleased
to state :
(@) whether a Commercial Manager’s Office of the East Indian Rail-
way was once located at Cawnpore ?
(b) if the answer to (a) is in the affirmative—
(i) what the total strength of that office was?
(12) what led to the removal of that office from Cawnpore ?

(c) whether a complete office of a District Traffic Superintendent of
the East Indian Railway has been in existence at Allahabad for
the last 40 years or so ?

_Tre HoNOURABLE Mz. J. A. WOODHEAD : The information asked
for is being obtained from the Agent of the East Indian Railway, and I will
-communicate it to the Honourable Member.

(141) . A
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PRINTING WORK DCXE FOR COVERNMENT BY FRIVATE FIRMS CR PrESSES,

61. Tee HonouraBLe Mr. SURPUT SING: Will Government be-
pleased to state :

(a) which of the seven firms and presses mentioned in the answer
" to question No. 29(b) asked by me on the 19th February, 1930
are purely European, Anglo-Indian and Indian owned ?

(b) which firm or press got which specific amount ?
TrE HoNOURABLE MR. J. A. WOODHEAD : (a) Government are not
in possession of the information asked for.

(b) The following amounts were paid during 1928-29 to the Presses noted
below :

Rs,
(1) The Times of India Press . . . . . « 1,62,000
(2) British India Press . . . . . . . 2,000
(3) Liddell’s Fress . . o . . . . . 300
(4) C]andge & Co. . . . . . . [ . 200
(5) Hindustan Times Press . . . . . 50

Orders were also placed with tke Calcutta Chromotype Company to the value-
of Rs. 2,500 ard with tke Calcutta Printing ard Publicity Company to the-
value of Rs. 2,000 and it is expected that payment will be made during 1929-30.

Lease T0 THE CALcUTTA TURF CLUB OF A PORTION OF THE MAIDAN IN
CALCUTTA.

62. TiE HoNouraBLE MR. SURPUT SING: With regard to question:
No. 45 asked by me on thLe 19th February, 1930, will Government be pleased
to state :

(a) what led Government to grant the portion of the Maidan to the
Calcutta Turf Club to be used as a race course free of any rent ?

(b) what special consideration led to the granting of a lease to the Club-
in 1907 ? .

(c) the terms of the lease of 1907 together with the details of the corre-
spondence between the lessor and the lessee which led to-
the granting of that lease ?

(d) whether that lease has been registered ?

TrE HONOURABLE MR. H. G. HAIG : (a) The Government of India have
not been able to trace the records of tke grant of tke original license to the
Calcutta Turf Club.

(b) As already explained in the statement appended to the answer given
by His Excellency the Commander-in-Chief on the 19th February, the lease-
was granted to place the title of the Club, which had been in occupation of the
land f9r approximately half a century, on a proper footing so that it could
make improvements for the better accommodation of the public attending the
races.

(¢) I will send the Honourable Member a copy of the lease. There was
no direct correspondence between the Government of India and the lessee.
Thetproposal for the grant of a lease was recommended by the Local Govern-
ment.

(d) Yes,



GENERAL DISCUSSION OF THE GENERAL BULGET.

Tue HoNOoURABLE THE PRESIDENT : The Council will now proceed
to the general discussion of the Budget, Part II.

Tue HoNourRaBLE MR. P. C. DESIKA CHARI (Burma : General) :  Sir,
we are grateful to the Honourable the Finance Member for the vivid and full
picture of the real financial situation in India, after a very close scrutiny and
examination and skilful diagnosis of the real situation. I think the Finance
Member by his able analysis and lucid explanation has taken the Legislature
fully into his confidence and, so to speak, placed his cards on the table candidly.
One cannot but be struck with the remarkable skill with which he disarms
suspicion and misunderstanding, which has made it rather difficult for his
critics to properly criticise him very adversely, inasmuch as he has anticipated
criticisms and has answered them in advance. It has fallen to the lot of the
present Finance Member to meet with rare courage a very difficult situation.
He had to propose and he has proposed very drastic measures. On the other
hand the position of the representatives of the people in the Legislature is
also difficult indeed. On the one side we find many of the representatives
impressed by the full statement and by the vivid picture of the real financial
situation. They are impressed with the necessity for consenting to additional,
not to say a large measure of, taxation to provide for the necessary gap between
revenue and expenditure. On the other side, they have the cheerless prospect
of meeting the electorate soon after, an electorate which will not readily forgive
them for consenting to this heavy taxation—a taxation which will add con-
siderably to the already heavy burden of taxation, reaching almost to breaking
point. That is the situation which the elected Members will have to face.
But the real position as disclosed in the Budget speech of the Honourable
the Finance Member in the other place and in the speech of the Honourable
the Finance Secretary here shows that we have to face the situation irrespec-
tive of consequences. It is patent that in spite of all attempts to reduce the
gap between revenue and expenditure, even after taking into account receipts
from German reparations and after using up the revenue reserves, we find
that there is a wide gap. That gap must be filled if healthy conditions in
the financial position of the country are to be restored. The normal growth
of revenue has come to a standstill and we are told and I believe that there are
no hopeful signs of a possible retrenchment in expenditure, and so it is not
possible, circumstanced as we are, to arrest the growth of expenditure. We
are also told that even after a careful scrutiny we cannot count on being able
to find a substantial margin of reduction in the cost of administration of the
Central Government on the Civil side. We cannot really blame the Finance
Member if he cannot effect retrenchment on the military side, knowing as we
do that the extravagant military expenditure is under the protecting wings
of Whitehall. It is regarded as sacrosanct and except in matters of detail
to a very limited extent the Finance Member cannot touch this huge military
expenditure. But we cannot refrain from making our own remarks as regards
the extravagance of the military expenditure even though the Government
of India as at present circumstanced cannot help us very much in the matter.
We hope that the Finance Member and the Government of Indja will transmit
our message to the people responsible, to the military authorities at White-
hall, to impress upon them that in the interests of mutual co-operation, in the
spirit of co-operation which is necessary between England and India, it is
necessary that the British authorities should strike a note of response in
acceding to the reasonable demands of the representatives of the people. The

(143 ) A2



144 COUNCIL OF STATH. [6rr Mar. 1930.

{Mr. P. C. Desika Chari.]

Army in India is really an army of occupation and it is in no sense a national
militia. It is m -intained very largely in Imperial interests and it is more or
less the watch-doz of the Empire ; and we find that it is not possible to have
any effect on the military policy, particularly in the matter of bringing about
reasonable retrenchment. We find the unanimous and modest recommenda-
tions of the Skeen Committee in the matter of officering of the Indian Army
have been turned down. We have been repeatedly urging that if in the matter
of Indianisation of the Army they cannot accede to our proposals they can
at least Indianise the rank and file of the Army and thereby give us a consider-
able decrease in the military expenditure. It is well known that the cost of a
British soldier is as much as five or six times that of an Indian sepoy, and in
the matter of fighting efficiency the Indian sepoy is, it has been demonstrated,
as good as the British soldier. I would put it at that ; and the loyalty of the
Indian sepoy is beyond reproach. It would go a long way in reducing the
expenditure if the whole of the rank and file in the Army is Indianised as a
first step or at any rate a large section of the European soldiery is replaced
by Indian sepoys. It is well known that the military expenditure incurred in
India is out of all proportion to the real needs of the country or the resources
available.

I now come to the question of the proposed burdens. We find that the
most important proposal relates to the cotton duties. In view of the revenue
position, the increase from 11 to 15 per cent. is perfectly justified. The
average consumer finds consolation in the fact that while shouldering the
burdens for the purposes of revenue he provides a much needed protection
10 a very great national industry. Coming next to the proposal to add 5 per
cent. protective duty, the position becomes rather difficult, and it is very com-
plicated by the introduction of the principle of preference in favour of British
goods. It must be frankly admitted that to the average consumer of cotton
goods this additional duty will certainly be a severe strain. It is also patent
that unless immediate emergency measures are taken the great textile indus-
try of Bombay would be in great peril. There is this paramount necessity for
giving protection to this industry and India must perforce submit to this
additional burden to save this industry. Coming to the question of British
preference, various considerations are involved. Analysing the position
we find this measure is intended only for a limited period of three years. It is
regarded as a temporary measure to give a temporary shelter to this industry
which for various reasons stands in need of protection. The real competitor
for the class of goods which are produced by the Bombay mills—and in fact
by all the indigenous mills—is Japan, and dumping has been going on which
threatens to destroy our national industry altogether. The production in
India of the class of goods which the United Kingdom has been selling us is

very small indeed and it is true that for some years the national mill industry
cannot produce the class of goods which the United Kingdom has been sending
us. And we are also told that the Government of India is prepared to advocate
this protective duty only in case the Legislature is prepared to exempt British
goods from the operation of this protective duty. We are frankly told that
the Legislature is not asked to accept this proposal and it is necessary that
we should make it plain that in accepting this position which necessarily
involves preference to the textile industry of the United Kingdom we are not
accepting Imperial Preference as a policy. I do not say that there can be no
objection to preference as preference, nor do I say that preference as preference
is desirable. The question of the objection to or desirability of preference
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depends upon numerous other factors which need not be gone into. We
are merely concerned with taking an emergency step in a particular manyer
without committing ourselves to the policy of preference, in this matter there
is recognition once again of this principle of fiscal autonomy for the Govern-
ment of India acting in conjunction with the Legislature. Unless the Legis-
lature is prepared to extend the protection on the lines indicated by tke Gov-
ernment of India, there cannot be protection accorded because the fiscal
autonomy principle depends on the concurrence of the Government of India
with the Legislature. ~And seeing that the interests of the consumer and of
the producer are reconciled in accepting for the present this principle of pro-
tection excluding the prohibitive duty on British manufactured goods, I think
the Legislature would be well advised to accede to this proposal as a pu_lgly
emergency measure without considering the implications or the desirability
of Imperial Preference as a policy which can be considered at a later date when
a suitable opportunity occurs. Of course, Imperial Preference as a policy
has not so far been accepted by the self-governing Dominions and when the
time comes for a consideration of this question of Imperial Preference the
various factors which have to be taken into account may be considered and if
it Suits the economic conditions of India, it can then ke acceded to or rejected
when the proposal is brought forward then. For the present we are only
concerned with the appeal made by His Majesty’s Government. There is no
question of dictation from Whitehall. In other words, there is a friendly
gesture and a friendly response from the representatives of India in the Legis-
latures will, I think, be greatly appreciated by the British public. In view of
our present position and of the wider national interests it is desirable that
we should approach the British public in a very friendly spirit and we must
be careful to cultivate that spirit of harmony and friendship which is so
essential for our constitutional evolution. I think public opinion in England
is genuinely alarmed at the prospect of autonomous India doing injury to
their commercial interests. Whether there is a justification or not, the fear
is there and it is necessary for the representatives of the people here to reassure
the British public that autonomous India is not likely to do any serious
injury to British interests and would not take measures to injure British
interests unless such measures were essential for India’s own development.
On grounds of expediency therefore and with a view to strike a responsive note
in that spirit of co-operation I am in favour of accepting this proposal witkout
accepting the principle involved. I am also convinced that this protective
duty would be of great help to the handloom industry.

Coming now to the question of the duty on kerosene oil, the proposed duty
T am afraid will hit the smaller companies. I believe there will not be room for
genuine complaint on the part of the bigger companies, but really the smaliler
companies have just cause to complain that this duty is likely to hamper
development. But I am sure this rise in the duty will not enhance the price
to the consumer in India and as a revenue duty this has to be submitted to. I
welcome the duty on sugar which will not seriously affect the consumer. As
a measure of protection to the indigenous sugar industry, this burden will be
cheerfully accepted. I am gratified to find a provision for 10 lakhs for the
éncouragement of sugar research and sugar production and I would ask tke
Honourable the Finance Member to continue this grant in years to come
and I hope and believe that it may be possible to continue this grant.

Coming to the proposed duty on silver, I believe it is a step in the right

di.rection', having regard to the position of silver as a store of value in India
and having regard to the position of the Government of India in the silver
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market. I believe there will b> a surplus as a result of thes: various proposals
and I hope that when the surpluses are realised the Finance Member will not
forget his promise to the provinces in the event of surpluses by the imposition
of silver duty.

Then, we come to the proposal to increase by one pie the super-tax and
tax on incomes as low as Rs. 15,000 and upwards. No doubt according to the
recognised canons of taxation whenever there is indirect taxation there must be
some direct taxation also and this extra- income-tax may be justified on this
ground. But I am not impressed by the statement of the Finance Member
that it is necessary to have a margin of safety. I do not know if it justifies
the levy of taxation to have a surplus Budget. It is true that the proceeds of
this extra taxation on incomses is likely to be just as large as the estimated
surplus. I would suggest that, having regard to the large increase in
taxation and having regard to the incidence of indirect taxation pressing
heavily upon commerce and industry, the Honourable Member will do well to
give up this proposal as regards the taxation on incomes.

Then we come to the reduction in the export duty on rice. Representing
as I do the constituency of Burma, I feel gratified that after all these years
of agitation the just claims of Burma have been recognised to some extent
at least, and though it is a tardy recognition and though full justice has not
been done, I congratulate the Finance Member on doing soms little measure
of justice to this province which is not adequately represented in the Central
Legislature. But I cannot help thinking that this export duty on rice is really
falling upon the producer and the producer in Burma is not in a position to
shift on the burden of this duty to the foreign buyer. If he has to continue this
taxation to produce a surplus Budget, I would request him to be just to Burma
and reduce to half at least this export duty on rice if the financial condition
does not justify the removal of this duty altogether. In this connection I
would point out that an estimated sum of Rs. 35 lakhs is expected from the
present duty on kerosene and this will come mainly from Burma and it is in
the fitness of things that at least an additional Rs. 30 lakhs be provided for
reducing the export duty on rice especially in view of the fact that Burma,
circumstanced as she is, is forced to accept these protective duties in which no
advantage is likely to accrue to her directly and this heavy taxatiorn will be
felt all over Burma. I believe that greater justice should be done to the peas-
ant of Burma who is in a very sorry plight owing to the low level of the prices of
paddy.

I would like to touch on one or two other points..... .

THE HoNoURABLE SR SANKARAN NAIR (Madras: Non-Muham-
madan): Is there any time-limit, Sir ?

TAE HowoUrRABLE THE PRESIDENT: I am perhaps not altogether
surprised that that question has been put to me. The answer is that hitherto
I have never found occasion to exercise the powers vested in me under Stand-
ing Order 70 to fix a time-limit for speeches because I have felt that I can
always rely upon Honourable Members being reasonable in their demands
upon the time of the Council. I hope I shall still be able to place that same
reliance on their reasonableness. The Honourable Member has already spoken
for nearly half an hour. If he bears in mind that at the outside five hours
are at the disposal of the Council for the discussion of this Budget, I think he
will perhaps realise that he has taken more than his fair share of the time.
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Tae HoNoURABLE MRr. P. C. DESIKA CHARI: I shall just finish,
Sir. I very much regret that the Finance Member has not been able to follow
the wise policy in the matter of avoiding borrowings abroad. In this connec-
tion I would like to know whether the sterling loan of Rs. 12 lakhs floated in
England was an absolute necessity and, if so, whether it could not have been
floated in India. I have always thought that our debt position is very satis-
factory as our deadweight debt bears only a small proportion to our produc-
tive debt and I have always believed that in the scheme of debt redemption
.adopted in 1925 for the five years from 1925-26 to 1929-30, the provision has
been unduly large and the interests of the present generation have been sac-
rificed to the interests of the future generation. I hope that the Honourable
the Finance Member will be able equitably to adjust the incidence of
this burden between the present generation and the future generation. We
are assured that this question will be re-examined concurrently with the
review of the Railway Convention.

I do not propose to take more of the time of the Council and I bring my
remarks to a close.

TaE HoNoURABLE SIR MANECKJI DADABHOY (Central Provinces:
Nominated Non-Official) : Sir, there is no gainsaying that this year’s Budget
is of supreme administrative, political and economic importance. There is
no doubt that it is one of the gloomiest Budgets that has been presented for
many years in the Legislature. But I know that this Council will deeply
‘sympathise with the Honourable the Finance Member in his present predica-
ment. No doubt, this Budget is of an extremely disconcerting and distressing
character. But, on the other hand, it will be acknowledged that the present
financial position of the country is not of the Finance Member’s own making
and that we the Members of the Indian Legislature are primarily responsible
for the present position of our finances. During the last ten years, since the
establishment of the reformed Councils, with one voice Members here as well
as in the other House have been echoing and insisting on the improvement
of the different services and on the general amelioration and progress in this
ccountry, and if we ask for that volume and measure of improvement, it is
only right and proper that we should be prepared to pay for it. This year’s
Budget has provided a programme of taxation to the extent of nearly 5 crores
and in a very lucid speech the Finance Member has explained the exact posi-
tion. He has pointed out that we have to fill up the gap, and the gap which
we have now to fill up is one which all the Honourable Members are fully
aware of. It is the gap created by the wiping out of the provincial contri-
butions. At the time, over three years ago, when our provincial contributions
were finally wiped out, I sounded a note of warning in this Council that in
-our enthusiasm for helping the provinces, we were somewhat hastily adopting
a step which we might hereafter have to regret and that we might have also
to pay heavily for it. It is that gap which we have now to fill and I am not
a bit surprised that the Honourable the Finance Member should go in for a
scheme of taxation to fill up that gap. His predecessor was fortunately very
optimistic about the elasticity and the normal expansion of our revenues. Sir
George Schuster differs from his predecessor, as I can see from his Budget
speech. He does not believe in the normal expansion of our revenues and he
thinks that it is much better to be on the safe side by providirg a sufficient
margin of safety for the purposes of meeting and adjusting expenditure and
revenues. Probably, Sir George Schuster is right, but I will not say that
Sir Basil Blackett was wrong. He at that time believed—he had some good
-years and he believed—that our good fortune in the matter of revenues
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was to continue and that normal expansion of revenues would enable us to-
tide over our difficulties. Another matter of regret is that we have now to
deal with a heavy series of taxation. Nobody ever likes taxation of any
character. We all dislike it. But the Government of India has to be carried
on in this country and money has to be found. What are the different sources
which could be safely tapped is another question. My own idea is—I refer
to it again on this occasion—that the Indian Legislature made the biggest
blunder when out of sickly sentimentality it sacrificed its®8alt revenue. All
our trouble was due to the reduction of salt duty from Rs. 2-8-0 a maund
to Rs. 1-4-0 a maund, which incidence of taxation did not trouble anybody
and made no difference in the scale of living. Purely for sentimental reasons.
that taxation was lowered. If it had not been lowered we would have had no
necessity to. impose these additional taxes ; even now by again raising the

salt tax by one rupee and four annas a maund we could get a clear seven
crores of rupees.

Sir, T shall now proceed to examine some of the propositions for new
taxation which the Honourable the Finance Minister has recommended. I
must say that he has been extremely cautious and the guiding principles which
he has placed before himself are entitled to our greatest respect. He has
clearly stated to us that he will admit no expenditure which is not essential
or of a productive character and if he has to go in for any new expenditure he
will see that it is counterbalanced by corresponding economies. If this
principle is borne in mind and adopted religiously I do not think any Member
in this House will have any reason to quarrel with it. Though it is very un-
fortunate that in the second year of office he should be placed in such a position
of financial perplexity, we still hope that with reasonable and cautious manage-
ment of our finances with proper economies duly and rigorously enforced and

- practised, we shall be in a position to tide over this great financial trouble.
Sir, T am very grateful to him and to the Government of India for recognising
one of the greatest needs of this country at this stage, and that is the desperate
position of the mill industry of Bombay. In the new scheme of taxation the
Government of India have decided to raise the general revenue duty from 11
to 15 per cent. and at the same time a special protective duty has been pro-
mised and proposed if the Indian Legislature is pleased to accept it. Two
years ago I should never have dreamt that the Government of India would
have acquiesced in a fiscal proposition of this character. But two great men
at the helm of affairs who have the deepest sympathy for India, Lord Irwin
and Sir George Schuster, have in combination succeeded in prevailing upon
His Majesty’s Government and of convincing them of the essential and
emergent necessity of this protective duty and of the fact that they who are
responsible for the good government of India are bound to see that the in--
terests of India are scrupulously safeguarded. This duty is divided into-
two categories. So far as the increase in the revenue duty is concerned, it
is required for purely revenue purposes, though it will also tend to help the
industry to a certain extent. As Honourable Members are aware, the essential
principle of our tariff system is that all tariffs are regulated primarily for
revenue purposes. It was with that object in 1922 that a general increase
was effected in this duty from 11 to 15 per cent. Unfortunately, on account
of the past history of the cotton industry that 11 per cent. duty was allowed
to remain’on piece-goods which were excluded from the general category of
15 per cent. Since then the duty on cotton piece-goods has stood below the
level of the general revenue tariff. At last the Government of India have
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perceived not only the necessity but the justice of raising this duty, for which-
the country is extremely grateful. As regards the 5 per cent. protective

duty, I am glad that the Government of India have decided to put it against

all countries except Great Britain. In this decision they have my hearty

concurrence. 1 am not going to sit on the fence, as has been done in the other

House, and not say anything about this duty. I warmly thank the Honourable

the Finance Member for the justice which has prompted him to take this action,

and I am sure he shall have the whole-hearted co-operation of this Council..
Another reason, and a very sound reason, why Great Britain has been excluded

from this will be readily understood by men who are engaged in the industry.

British goods really do not come into general competition with Indian goods

at all. The British manufactures are generally of a superior class, and the

Indian industry—I am not talking of a few mills, but of the textile industry

as a whole—does not really compete with the British product. Our biggest

competitor is Japan. Following Japan, Italy has been making rapid pro-

gress is putting its goods in the Indian markets. China has been dormant

for the last two years on account of internal troubles, but in China alone there

are now 45 mills owned by Japanese and there are more and more mills.
coming into existence in China, and as soon as China gets out of the wood she

is going to be one of our biggest competitors so far as our coarser goods are

concerned. It is therefore only right and proper that the Government of"
India should think of putting up this special duty of 5 per cent. as an emergency
measure for the peotection of the indigenous industry. In doing so they
are equally right in excluding Great Britain. I need not dwell at length on

this occasion on the political aspect of this question. Sir George Schuster
in his admirable style has dealt with it and has put the proposition before

us in clear and unambiguous language. He has placed all his cards before

this House. He has concealed nothing. He has been absolutely frank,

not only in the preparation of his Budget but in unfolding that Budget in the

Indian Legislature. He has made a full disclosure of the present and future

policy of Government and the steps which they propose to take, and we admire

him for the candour which has marked his policy on the present occasion.

I think, Sir, from the political aspect too, it is only right and proper that we

shou!d.lmpose this extra 5 per cent. special duty not irrespective of the country

of origin. I think we have done well in showing our friendship and in proving

that our clearest intention is to co-operate with Great Britain in a matter

like this where really our financial interests are not seriously affected, and

that we propose to stand by Great Britain in its present industrial crisis.

Sir, in the short time which is at my disposal ‘I am unable to review all
the measures of taxation. My friend the Honourable Mr. Harper who pos-
sesses an intimate knowledge of Burma and this kerosene industry will be
In a position to enlighten the Council with regard to that measure of taxation.
But it appears to my mind that that piece of taxation is not in the interests
of the consumer in this country. I cannot further understand why a free
gift of several lakhs of rupees should be made to foreign oil industries as
against our local and indigenous industry which needs protection and support.
Sir, as regards the silver duty, nobody will be surprised that it has been im-
posed. It has been necessitated by the substantial fall in the price of silver
and also for administrative exigencies. Every country in the world is now
demonetising silver. China is about also to enter upon a policy of demoneti-
sation of silver and is going on a gold standard policy. = It is not therefore
surprising that this duty has been re-imposed. It existed formerly. It was
removed at the instance of, or rather on account of the clamour created by,
Bombay commercial men who stated that they were prevented from competing
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“in the silver market owing to the existence of an obstacle to the establishment
of a world market for silver in Bombay. I have no time to refer to the past
history and the circumstances under which that duty was abolished. But
I can only say that this duty will not only give a good slice of revenue to the
Governm:nt of India but it will raisz the savings of the poor people invested
in trinkets and jewellery to a considerable value and put them financially
in a sounder position. Sir, as regards income-tax, I beg to differ very strongly
fro m my Honourable friend the Finance Member, not that as a small capitalist
Iloath that tax ; very far from it. I would welcome it if I found that ths tax
was right and just and I would not oppose it. I oppose on this occasion the
increase for various significant reasons, and I do not think that even my
Honourable friend the Finance Member can question those reasons. Firstly,
what is happening now ? One important underlying principle of this Budget

-is the industrialisation of India. He is anxious that the economic prosperity

- of this country should be restored. He is zealous that India should hold its
own against the competing nations of the world and with that object he is
now putting an additional two-fold duty on cotton piece-goods. Are you
not, I respactfully ask you, Sir. making your Budget somewhat inconsistent
by levying at this particular juncture a duty, small as it is, on income-tax and

-super-tax ? What will be the result ? From an economic point of view, Sir,
hqmd capital is now very urgently needed in this country. Liquid capital
is the source of the strength of any nation. Without liqBid capital no scheme
-of industrialisation is possible ; and to-day by putting this small duty, as it
is, which is supposed to give you Rs. 56 lakhs, you are taking away from
the pockets of the capitalists at this present juncture the only available
means of industrialisation and preventing them, by the enhancement of this
-duty, from financing schemes of industrialisation. Sir, further, all the coun-
tries of the world since the war are reducing and have been reducing the inci-
-dence of incomz-tax and super-tax. This super-tax was introduced as a war
measure. It was after the war that taxes were increased very considerably
and to-day, when all the other countries are trying to make this duty less
- oppressive, so that the industries of the world may be promoted, you ar2, Sir,
asking that this duty should be enhanced. I shall not speak about the op-
pressive character of the super-tax, which practically means to-day 7 annas
in the rupee over a certain income. My Honourable friend is going to add a
further pie to that seven annas. It looks very small, but I tell you that
from an economic point of view it is going to retard the progress which no
-other person than the Honourable the Finance Member has sincerely at heart.

Sir, T would like to say a word or two about the bank rate. I may b®
allowed to express an opinion on the abnormal and somewhat stifi advance
in the bank rate this busy season. The bank rate was increased early in
October from 5 to 6 per cent. and within a fortnight it was raised to 7 per
cent. and since the middle of October it has continued to stay at that level.
Last year I took the Finance Member somewhat severely to task for having
raised the bank rate to 8 per cent., but I must confess in fairness to him that
the raising of the rate this year was fully justified at an eurly period of the trade
-season and was in the interest of the country. From 1928 up to very recently
unrestrained and feverish speculation in America supported by a policy of
arrant inflation created a situation of international danger which has since
brought about its retribution and punishment with the demoralization of
trade and the usual dislocation and ruin of all business. In normal times
America supplied funds both to London and the monetary markets of Europe,
which had been previously a significant post-war feature of American finance,
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but about September last year the Stock Exchange fever and unmeasured
.speculation brought disaster to that country. Rates of interest on brokers’
loans soared 8o unusually high that the financial position altogether got quite
out of control. Many financial institutions, many companies and even indivi-
-duals who attempted to get rich quick and build up colossal fortunes in a short
time from the abnormal call rates which at times even reached to 15 per cent.
have come to grief. Trade bills at bank rate were simply a drug on the market
and the Federal Reserve Bank completely lost its power of usefulness and
.control. The result was that the internal wealth became scarce and funds
were attracted from London and other European countries and even to a con-
.siderable extent from India. This state of affairs forced the sterling below the
lower gold point and it became a remunerative proposition to export gold to
the United States. The Bank of England to protect itself was compelled to
take drastic measures and to raise its bank rate of discount and London’s
financial difficulties were reflected in the rupee exchange. In order to protect
-our currency and to raise the Indian credit position, the Imperial Bank of
India was compelled to raise our rate to 7 per cent. though the money market
was comparatively easy in the commercial centres of Bombay and Calcutta.
It might be said with some reason that it was not the real bank rate, not
‘the reflection of the actual monetary situation in the country. It is true the
Taising of the rate inflicted some hardship on the struggling industries of India
and in financing our cotton, jute and grain trade, but there is no doubt that
-our policy of enhancement of interest was very efiective and substantially
-collapsed the New York market, which resulted in colossal forced liquidation
there. We had the satisfaction to find an immediate improvement in sterling
‘oxchange in relation to the dollar. The rupee, however, unfortunately re-
mained weak as our normal export season was at its height and the Imperial
Bank of India has not yet seen its way to recommending a reduction in the
‘bank rate which still remains at 7 per cent. If we take into consideration many
important factors which always regulate and control the move-

12 Noo~n.  ment of currency in India, namely, the Government’s statutory
o _ obligations to maintain the ratio within comparatively narrow
limits, the divorce control of currency and credit and plenary powers and
-authority of Government to force the bank rate to any figure considered neces-
-sary by contraction of currency and otherwise and the obligation of the
Imperial Bank of India under existing financial arrangements to keep a close
-and active co-operation with Government, I feel certain that the wisdom of
‘the Bank’s action though somewhat unpleasant will be readily acknowledged
by the commercial communities in India. The panacea for the removal of
‘these anomalies can only be found in the early establishment of a Reserve Bank

-<])3r tllie conversion of the Imperial Bank of India into a Reserve or Central
.Bank.

I shall not detain the Council any further in view of the decisicn of our
‘Honourable President. I am sorry there are many important points on which
I should have liked to address the Council, but I can assure the Honourable
Member that, though we may disapprove of certain schemes of taxation
thlch he has laid before the country, we are all unitedly in favour of helping
‘Government to tide over this trouble which, as I have already pointed out,
is not of the seeking of the Finance Memter. I only hope that ke will recon-
sider the situation and that Le will not ask this Council to vote for a surplus
Budget. One important canon of taxation is that in difficuit times when
you want money you are only entitled to tax people to the limit of the actual
Sum required. There is no justification for keeping any surplus and I there-
fore request him to reconsider the whole situation from the standpoint not
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only of the producer and the consumer but from the various_other aspects-:
of the question. ’

Tae HoNOURABLE RATl BauapUurR Lana RAM SARAN DAS (Punjab :
Non-Muhammadan) : Sir, I thank the Finance Member, the Honourable-
Sir George Schuster, for his vivid picture of the financial position of India.
The Budget presented to us has some disappointing features. India during
the last few years has been the victim of trade and industrial depression,
successive failures of crops, floods, locusts, and a high bank rate. But, not-
withstanding all these facts, new taxation has been proposed on the people-
who are getting poorer every year. The additional taxation is estimated to-
yield about 43 crores. To me, Sir, this taxation seems greatly under-estimated..
Why I say so, Sir, is that according to my calculations the difference between
the estimated income by fresh taxation is nearer 7 crores than 5 crores or 4§
crores. Sir, the amount of sugar imported in the year 1926-27 was 8} lakhs
of tons. In 1927-28 it was 7% lakhs of tons. In 1928-29 it was 8% lakhs of
tons and I believe that in 1929.30 it will be about nine lakhs of tons, because:
in the past nine months the import has been seven lakhs of tons. In case,.
Sir, we take even an average of 8% lakhs of tons or say even 8 lakhs of tons,
which, according to the new taxation of Rs. 30 per ton, will bring in 24 crores.
of revenue as compared to 1:80 crores which shows a difference of 70 lakhs.
As regards silver, Sir, we find that in 1926-27 the import was 124 million
ounces. In 1927-28 the import was 93 million ounces. In 1928-29 it was
86 million ounces. Even, Sir, taking 60 million ounces in the coming year,
the duty on it at four annas an ounce will amount to a crore and a half of
rupees against one crore estimated—a difference of 50 lakhs in this, Sir.
As regards piece-goods, according to the estimate of 1930-31, the yield from
fresh taxation will be 23 crores. And, Sir, even in case we take 2 crores there-
is a difference of 75 lakhs. So, Sir, I am rather convinced from these facts
that the estimate of yield from fresh taxation is nearly 7 crores instead of
4% crores. I have given these figures to enable the Finance Member to correct
me in case I am wrong in my assumption. For four successive years, Sir,.
we had a deficit of 16 crores, of which 7% crores, being the revenue deficit on
postal certificates, has been converted into a permanent loan. To this in case
we add the German reparations amount, it leaves a deficit of about 4 crores:
to be made up by fresh taxation. What a tragedy of fate that instead of the
surplus which was promised by Government to those who voted for the 1s. 6d..
. ratio, there is a sure need for fresh taxation. To keep up this artificial ratio of

exchange has resulted in India frittering away 140 crores of its gold. The
new taxation requires 44 crores, and the estimate, as I put it down, is 7 crores,
80 I think in case my figures are correct, fresh taxation to the amount of the
difference will be reduced. No nation-building schemes have been taken in
hand with this money but only the finances of the Government are to be-

reinforced and put on a solvent basis ; that to me seems the object in using:
this fresh taxation.

As regards Imperial Preference, I simply want to say, Sir, that this pre--
ference can be accepted only under special circumstances. This is the second
occasion on which India has given preference to England. On the first occasion
it gave preference to England in the matter of steel and iron. Now it is giving
preference to England in the matter of cotton goods. This should not mean
that India has agreed to Imperial Preference in principle. It has been the
practice in the British Empire to give to each self-governing unit fiscal’
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.autonomy. The British Cabinet has now agreed that India possesses fiscal auto-
nomy. India should therefore be free to shape her tariff policy in any way
.she likes. India ought to agree at the present juncture to give to England _
preference in the matter of steel, iron and cotton only because there is at present
.serious unemployment in England and India considered it her duty to come to
the help of England ; but it should be purely on a voluntary basis. When,
Sir, the policy of Imperial Preference has been introduced, I would like that
the United Kingdom should reciprocate in giving Indian wheat, Indian
cotton and Indian linseed a preference over the produce which is imported
from other countries which do not form the Dominions of the Empire. Then,
Sir, it will be a thing for India to rejoice in and be grateful for. But what
.do we find ? The prices of our produce have fallen very heavily. Kapas
has now come down to Rs. 5-4-0 a maund and wheat at the end of the season
js selling at a much lower price than that at which it was selling when the
crop was being put on the market. The price of wheat now ranges between
Rs. 3-8-0 and 3-10-0 a maund. Argentine wheat and wheat from other coun-
tries is pouring into England and owing to the 12} per cent. difierence forced
-on us in the exchange ratio by this artificial 1s. 6d. basis, India has been put in
a very weak position as regards its competition with the all-world markets in
the matter of her produce. I think, Sir, that we should aim at removing the
root of the evil and bring down the exchange to 1s. 4d. by which India would,
I think, prosper.

As regards the silver duty, I must say that it will only have a temporary
-effect in rcising the price of silver. In India, and particularly in the Punjab,
‘the masses accumulate their wealth in silver ornaments . . . .

Tee HoNOURABLE SarDAR Bamapur SHIVDEV SINGH TUBEROI
{(Punjab Sikh) : Have they any wealth toaccumulate ? The masses are living
from hand to mouth.

TrE HONOURABLE RAI BAEADUR LarA RAM SARAN DAS: My friend
.asks me a question whether they have any wealth to accumulate. I quite
agree with him, and I have in the beginning of my speech observed that India
is getting poorer every day. I donotdeny that fact, but Isay this, thatin the
case of a small proportion of the people who can accumulate their wealth in
‘the Punjab, the shape of that accumulation of wealth is mostly in silver orna-
ments. By one stroke of legislation silver has been forced to depreciate
heavily and now, unfortunately, it has touched a point which it has not touched
before. My Honourable friend Sardar Bahadur Shivdev Singh Uberoi also
‘says, when the country has suffered the bitterest experience and is being
impoverished by this exchange ratio, Government have after all wakened -
from their sound sleep and tried to help the poor people who did heavily
suffer from the silver reserves in the shape of ornaments. But, Sir, we will
at the end of the year see how far this duty will really afiect the poor people.
I understand that this fresh taxation of four annas an ounce on silver will
‘also apply to imported silver articles and silver ware. In case that is not
~done, it will put our silversmiths in an awkward position and instead of
-encouraging the silver industry in India, Government will be discouraging it.

Now I come to the military expenditure. The Indian Retrenchment
Committee recommended that the military expenditure ought to be brought
-down to Rs. 50 crores. This year we have been told that a reduction of
about Rs. 80 lakhs has been effected in the military expenditure and that this
reduction or that this arrangement will run till 1931-32. I cannot under.
-stand, Sir, how a reduction of Rs. 80 lakhs has been effected. I would like
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the Honourable the Finance Member to explain Low he works out this reduc-
tion. To me, Sir, it seems that simply the gain owing to the exchange ratio-
being/ls. 6d., on all the stores purchased in England amounts to 12} per cent.
I find'in the figures given to us that the total stores purchased in England and’
the total expenditure incurred in England for the Army amount to about
Rs. 13:45 lakhs. If we deduct on this item 121 per cent. it amounts to over
a crore and a half of rupees. In addition to this, Sir, the price of foodstuffs
and other commodities has also gone down in India, and so the purchase of
foodstuffs for the Army must have gone down also simultaneously. If we
take these two items together, the automatic reduction in the expenditure on
the Army ought to be more than two crores of rupees, and instead of saving
two crores only Rs. 80 lakhs have been taken into account. According to the
present arrangement this new principle is to extend over three years. In case
we take a gradual reduction of even a crore of rupees a year, even then, Sir,.
the average for three years will be much less than 54-20 lakhs a year. I shall
be obliged if the Finance Member or His Excellency the Commander-in-Chief
would throw some light on this point. Now, Sir, when such heavy expenditure
which amounts to more than 50 per cent. of the total revenues of India is being-
spent upon the Army, what is India or the Indian youth gaining in the way of
the Territorial Force, Rifle Clubs, Cadet Corps, and soon? When I see the
figures of expenditure in other countries in those directions, I would ask
His Excellency the Commander-in-Chief to be more sympathetic towards.
Indian aspirations towards military training. In New Zealand, Sir, in the year
1928 in the Territorial Force there were 805 officers and 20,140 other ranks ;.
in the cadets on the 31st March, 1928, there were 525 officers and 33,939 other
ranks. All the male inhabitants of New Zealand who have resided there for
six months and are British subjects are liable to be trained as follows. In
the senior cadets from 14 years of age, or from the date of leaving school if
later, to 18 years of age ; for the Territorial Force from 18 to 25 years of age.
In New Zealand there are 156 Rifle Clubs with 4,360 members. Expenditure
there on the training of the Territorial Force amounts to £16,000 or £17,000
annually and on Rifle Clubs from £2,000 to £3,000. In Australia, Sir, on the
universal military training which was inaugurated there by the late Lord
Kitchener the expenditure now amounts to £135,000, that is, Rs. 20,25,000 ;
and on Rifle Clubs to about £50,000, that is, seven and a half lakhs of rupees..
In Canada the figures are, on cadets 15 lakhs ; on non-permanent active militia
"and Territorial Forces Rs. 69,45,000. In the non-permanent militia and
Territorial Forces in Canada there are 9,424 -officers and 1,15,455 other ranks..
Besides these there are junior and senior cadets who receive training. In
Australia, Sir, the total number of citizens in the Territorial Force and under
training in 1928 was 85,612 ; senior cadets under training in 1928 num-
bered 14,980. On the 30th June, 1928, there were 1,137 Rifle Clubs with a
membership of 40,187 and there were miniature Rifle Clubs with 2,740 mem-
bers. I do not want to take up much time of the Council with these figures,
because I know that His Excellency the Commander-in-Chief is more con-
versant with those figures than I am. But still I give these figures to give His
Excellency an idea of how slow and snail-like progress we are making in this
direction.

Then, Sir, from the paper before us we find that the Army Department
has got several manufacturing departments—a metal and steel factory at
Ishapore, a rifle factory at Ishapore, a gun and shell factory at Cossipore, an
ammunition factory at Kirkee, a gun carriage factory at Jubbulpore, a harness
and saddlery factory at Cawnpore, a cordite factory at Aruvankadu, clothing
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factories at Shahjahanpur and Madras. a filter factory at Rawalpindi, 23 dairy

farms, 45 grass farms, bakeries, butcheries and manufacj:-urmg medical stores

departments at Madras and Bombay. Out of all these different factories only

the medical stores departments are making a profit, the rest are all running"
at a loss. I would, therefore, beg His Excellency, when presenting the papers:
to the Legislature in future, to be so kind as to give us commercial accounts

and profit and loss statements for each of these factories. All the factories

should be run in such a way as to show a profit. Indians should be trained in-
those factories and technical scholarships should be given by the civil authori-

ties to suitable Indian students who should be given training in these Govern--
ment factories.

Now, Sir, I will turn to the North-West Frontier Province. We find’
that the total expenditure on the administration of that Province is.
Rs. 3,79,40,000, while the income is Rs. 91,29,000; so the net deficit is.
Rs. 2,88,11,000. If we make a deduction for the South Waziristan Scouts, the
Tochi Scouts, the Kurram Militia Levies, the Chitral Scouts and other watch
and ward, which amounts to Rs. 1,45,15,000, then the real deficit will be
Rs. 1,42,96,000. Something should be done to develop the revenues of this.
province, for unless that is done and the province stands on its own feet finan-.
cially the new Reforms cannot be applied to the province.

Now, Sir, I come to the sugar duties. These duties have been consistently"
and successively asked for by the people of India for several years past. Our
sugar-cane industry has suffered from the lack of increase in this duty for many
years. All our representations have failed in the past, but now I am glad
that the Government has moved in the right direction and I hope that by this
step the Indian sugar industry will revive and perhaps thrive.

It is a pity that I find no further taxation on the export of petrol..
Petrol, Sir, sells in India at a much higher rate than it sells in England. I
mean that the Burma Oil Company’s petrol, which is produced in Burma,
is sold at a cheaper rate in Londop than it is in Delhi. This is very surprising,
and I consider that if an increased duty had been imposed on petrol it would
not have been felt by India and it would have brought in some revente.

I quite agree with all the remarks which my friend Sir Maneckji Dadabhoy-
has made as regards the new income-tax and the bank rate. I do not want
to take up the time of the Council on that point, because he has explained it
fully. I hope the Honourable the Finance Member will consider the advis-
ability of withdrawing the extra income-tax and will see his way to reduce the.
taxation by at least two crores.

TeE HoNoUraBLE Stk ARTHUR FROOM (Bombay Chamber of Com-
merce) : Sir, the final accounts of the financial year 1928-29, which show the
entire disappearance of the balance of Rs. 74 lakhs standing to the credit of
the Revenue Reserve Fund and leave an uncovered deficit of Rs. 32 lakhs,
must have been a keen disappointment to the Honourable Sir George Schuster,
although the Budget estimates for that year were not of his making. The
current year 1929-30, I am afraid, has brought but poor consolation to the
Honourable the Finance Member seeing that the original deficit of Rs. 90 lakhs
has been increased in the revised estimates to Rs. 156 lakhs. There is a bright
spot, however, in the 1929-30 figures in that an unexpected windfall from the
German Liquidation Account is expected to exactly offset the deficit and the
carrent year is expected to close with Expenditure and Revenue evenly
balanced. It is marvellous how some unforeseen windfall from time to time
materialises to assist Governmwent’s revenues and I could wish that one’s
personal budget were similarly blessed at stated intervals.
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Turning for a brief moment to the proposals of the Finance Member for
1930-31, it will be seen that. if the suggestions are adopted, it is anticipated
“that the current year’s revenues will be benefited to the extent of Rs. 35 lakhs
‘80 that, taking the years 1928-29 and 1929-30 together, the uncovered deficit
of Rs. 32 lakhs in the former year is wiped out and we start 1930-31 with a
~clean sheet.

1 now come to the Budget estimates for 1930-31 and, although the figure8
:are to be deplored, I greatly admire the clear and explicit manner in which
‘the Honourable the Finance Member explains how he arrives at the gap of
Rs. 552 lakhs when comparing the position in which he finds himself to-day
with that provided for in the Budget for the current year. I also congratulate
the Finance Member in meeting the essential additions for new services and
-demands, amounting to Rs. 146 lakhs, with an economy in the civil estimates
-of Rs. 62 lakhs and a reduction of Rs. 80 lakhs in the military expenditure,
thus reducing the gap from Rs. 552 lakhs to Rs. 410 lakhs. No one, I think,
will cavil at the relief of Rs. 30 lakhs afforded to the Burma rice trade, bring-
ing the extra amount to be found in the 1930-31 Budget to Rs. 440 lakhs.

Now, Sir, I entirely agree with the Honourable Sir George Schuster’s
view that this year of all years we cannot go forward with a deficit Budget.
It is obvious that at no very distant date there will be constitutional changes
4n India with an increasing demand from the Provinces for more money and
it would be not only wrong but negligent of the Central Government, as it
‘would be wrong and negligent of the Central Legislature, to proffer an un-
‘balanced Budget as a christening present to any new born Constitution.

This being so, we must examine the Finance Member’s proposals. It is
-obvious that he cannot extract anything more out of the military expenditure
than the Rs. 80 lakhs he has budgeted for. It is the fashion, in and out of
:8eason, to declaim against the military expenditure and to demand a reduc-
tion. There is nothing more I would like to see myself than a further saving
under this head, but I am doubtful whether it would be wise or practicable at
the present juncture. I am inclined to think that the demand for reduced
military expenditure is the outcome of peace on our frontiers for a consider-
:able period of years which has lulled many into a state of fancied security from
which they would be rudely awakened were the ever-watchful forces on the
‘frontier to be reduced. Then there are the internal security troops,—whose
pay would appear to be more rightly chargeable to Provincial Civil funds,—is
it suggested that now is the time to reduce these when seditious preachings
and Communist propaganda are rife throughout the country ? 1 think we
must accept the Army Department’s announcement of the minimum number
of troops which are necessary for the prevention of external and internal
aggression, always remembering that it is more economic to ensure peace
than to run the risk of war or uprisings.

Asregards other heads of expenditure, the Finance Member has announced
the appointment of -a special officer to examine in detail where further economy
can be effected and 1 think we should leave it at that, bearing in mind, as
my Honourable friend Sir Maneckji Dadabhoy has pointed out, that the
acceptance of continual representations for improvement in the pay and con-
ditions of service in the many departments under the control of the Central

fGovern.ment results in a bill of considerable magnitude which has to be
faced.
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Turning to the proposals of the Finance Member for increased taxation,
it is difficult to pick a quarrel with any of them. Doubtless we shall hear
something from Burma on the proposed increased excise and import duty on
kerosene, in spite of the plum received by that province in the shape of a present
of Rs. 30 lakhs off the export duty on rice. The existing prices of sugar and
silver are abnormally low compared with those ruling for many years past
and the proposed duty on both these commodities, in my opinion, will not
inflict a hardship on anyone. In fact, should the price of sugar rise, there
should be advantage accruing to the indigenous, sugar industry which has
fallen on evil times and has been in a bad way for many a long day.

I am sorry that the Finance Member has thought fit to attack income-tax
and super-tax,—there is nothing personal in this as the end of my speech will
show,—not so much on account of any great hardship involved in the increase
of one pie, but on principle. Income and super-tax should be reserved for
any grave emergency and the existing rate would have been better left un-
touched. The example of Great Britain, where the hLigh rate of this form of
taxation is largely responsible for unemployment and industrial distress, had
best be looked upon as a warning rather than as a pattern to follow. I notice
in his speech the Honourable Sir George Schuster has laid some stréss on the
increase of one pie being applied to personal incomes of Rs. 15,000 and up-
wards, but I take it that it is intended that the proposed one anna seven pies
rate should be applied to the profits of companies irrespective of what pro-
portion of the profits is distributed by means of dividends or placed to reserve.
It is gratifying to note that next year, 1931-32, it is hoped that the principle
of allowing business losses in any one year to be carried forward to the next
year will be introduced ; also that the present double super-tax on companies
in genuine cases will be removed. I should have liked some announcement
from the Honourable the Finance Member as regards the company super-tax
which I am informed represents no less than 280 to 285 lakhs of the 506 lakhs
shown in the Budget figures under the heading of super-tax. In the past
the Honourable Sir George Schuster’s predecessor announced he would give
the earliest consideration to the removal of this imposition which to-day
Tepresents close upon three crores of taxation on industrial development, at
a time when industries in this country are in a far from satisfactory condition.
Honourable Members of this Council must be aware that a similar tax was
imposed in England shortly after the war but a recqgnition of its adverse
influence on the economic condition of the country led to its speedy withdrawal.
I venture to think that an increased rate in the salt tax would prove economi-

cally less detrimental to India than the continuance of this tax on industrial
development.

Sir, as the representative here of the Bombay Chamber of Commerce
.and as a Bombay man, I am sure that no Member of this Council will expect
me to take any other veiw of the Honourable Finance Member’s proposals for
an increase in the import duty on piece-goods but one of strong support. A
clear case has been made out for both the revenue duty and the protective
dufgy, and since the revenue duty assists protection and the protective duty
assists revenue, what a happy combination of interests is provided for in Sir
George Schuster’s suggestions. Be that as it may, I take it that r.o Honour-
able Member of this Council will deny that the Bombay mill industry is in a
parlous state nor will it be refuted that the utter collapse of the industry would
be catastrophic not only for Bombay but also in its repercussions throughout
India. Now is not the time to enquire why the patient is sick but it is neces.
sary to act quickly to save him and during the three year period of a protective

B
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6 per cent. tonic the patient, it is hoped, will either acquire sufficient stamina.
as to warrant the tonic being discontinued or will show unmistakably that,
while he is making a brave struggle to recover, it is necessary and not unreason-
able for the somewhat expensive medicine to be continued.

Criticism will no doubt be made against the preference shown to the-
United Kingdom in the protective duty. I would remind such ecritics, however,
that it is a Labour Government which has fought for such exemption and not.
a capitalistic Conservative Government and I would advise them to accept the:
situation as it presents itself in no niggardly or carping spirit, remembering
that nowadays Manchester competes but little with the Indian mills and what
little competition there is should be covered by the increase of 4 per cent.
provided for in the revenue duty.

I now come to “ Ways and Means ” and have read with considerable
interest the remarks of the Honourable the Finance Member on this portion
of the Budget which always commands my close attention. Sir George
Schuster’s exposition of his capital requirements, sterling borrowings, and
currency operations, is so complete that I have no remarks to offer beyond
expressing my full agreement with his policy in curtailing, as far as possible,
capital expenditure in view of the existing conditions of the world’s money
market. It is gratifying to learn that the loan requirements in 1930-31 are
expected to be satisfied with 23} crores, of which about 7} crores only will
ke new money.

Sir, I have been a Member of the Council of State since its inauguration
in 1921 and I was present when the first Finance Bill under the Montagu-
Chelmsford Reforms was brought Lefore the Council in the month of March
of that year. In 1922 the privilege of a general discussion of the Budget was:
introduced in our Chamber and I had the honour then of taking part in the
debate and have done so each successive year, with the exception of last year
when I was touring India under the guidance of my Honourable friend,
Sir Sankaran Nair. This, however, is the last occasion on which I shall enjoy
the privilege of discussing India’s Budget in this Council, as, after the close
of the present Sessions, and after 35 years’ work in India, I propose to settle
down in England. Perhaps, Sir, as one of the oldest Members of this House,.
or at any rate as one of its original Members, I might be permitted to utter one
word of warning, one word of advice, before I make my final bow. The
future prosperity and well-being of India lies mainly in her credit in the world’s
financial circles. That credit, which for many decades has stood high, has
recently received a severe shaking. Wild words, such as repudiation of debt,
non-payment of taxes, have recently been given voice to. A feeling of in-
security has arisen and money, which has hitherto been invested in India’s
funds, has been pouring out of the country. It is up to the Honourable Mem-
bers of this Council, it is the duty of every right-minded patriotic Indian, to
see that this state of things does not continue. The separation of India from
the British Empire is an impracticable demand at any rate for very many
years to come, if ever, and those who shout for it under the name of patriotism
are no real patriots but are merely rocking the solid foundations on which
India has rested for many a long year. We must all of us, Indians and
Britishers alike, take every step we can to counteract this revolutionary
ripple which is disturbing the placid calm of this great country. It is not
yet too late, but once India’s credit is shaken to its foundations, her
economical and industrial collapse will surely follow.
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Ter HoNOURABLE NawaB Sik MUHAMMAD MUZAMMIL-ULLAH
KHAN (United Provinces West : Muhammadan) : Sir, with your permission
T rise with a feeling of hesitation and nervousness, because I have never been
educated in English. I am sure that my speech will be full of mistakes.
It is not creditable to me to speak in such a language in this Honourable House
in addressing so learned an audience. But anyhow I have to speak
English because if I do not speak in English many of my Honourable friends
will not understand me and the reporters will also boycott me if I speak in
my mother tongue. Sir, my hesitation is also due to the feeling that I have to
congratulate the Honourable the Finance Member and his able and experienced
lieutenant, my old friend, the Finance Secretary, on their trying to meet a
deficit Budget in this trying time. Sir, I will not attack the Army Headquar-
ters and will not ask the gallant Chief here to reduce his Budget because the
Army is the only thing which can keep order and peace in the country and the
present moment, as my other Honourable friends have said, is not suitable
for reducing expenditure. I will say only a word to him and to the Honour-
able the Finance Member, that whilst they have chosen to reduce their Army
Budget by Rs. 80 lakhs, can they not make some more reduction in it, say
of 20 lakhs, to bring the amount of reduction to a round figure one crore *
The reduction, however, should be consistent with the efficiency of the Army,
and follow the example of the Home Government who by their reducing their
national pride, the Navy, have set an example to the whole ‘world. Sir, T will
not follow the bad example of the old story which runs as follows. There
was a King who was advised by his pir (priest) to dismiss all his army and thus
save so much expenditure. The saving was to be spent in engaging some more
Maulvis and priests who would pray to God Almighty for the safety of his
kingdom. The poor King acted accordingly. He accepted this advice and
made a considerable reduction in the army. The enemy who was just on the
frontier learnt of this and he began to invade the country. The news reached
the King and he asked his priest’s advice. He said, *“ Very well, we all will
assemble and offer prayers for the safety of your kingdom and for the destruc-
tion of the invading army.” The priests gathered and began to offer their
prayers while the enemy was invading the country. When the enemy reached
the door of the city, the King knelt before the priest and asked him what could
be done. He said, ““ Never mind if the enemy is entering the capital from
one door, you walk out through the other ... Tumhara mulk gaya, uska
tman gaya >’ (“ You lost your kingdom and he lost his faith ’}. So, Sir, I will
not advise the gallant Chief to follow the story. I will only advise him that
the order of the day is economy—all-round economy—and if they can show
any economy in their Budget, it would be very acceptable.

There is another very mild and humble assault on the peaceful fortress of
our Finance Member’s Budget, and it is this that among other taxes about
which I am not in a position to speak, they have imposed a further increase
in the income-tax. This is the time of Bolshevism. The capitalists are
attacked all round. Perhaps our friends of the Finance Department thought
that these poor capitalists will not be supported by anybody. No paper,

no public oratory will support them. Bolshevists attack them as the enemies
of the world.

TEHE HONOURABLE SARDAR Bamapur SHIVDEV SINGH UBEROI:
May India be saved from Bolsheviks and Communists ! i :

TaE HoNoURABLE NawaB Sire MUHAMMAD MUZAMMIL-ULLAH
KHAN : Our friends are no better. But we do not want to be killed by the

B2
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sweet poison and blunt knife of our friends, but we prefer the sharp sabre of our
foes. A wise man has truly said, *“ Save us from our friends ”’. You can have
hundreds of ways of reducing the expenditure. You have- got hundreds of
ways of imposing other taxes to meet your deficit, but pray do not touch your
friends, do not touch the people who are already suffering from the jealousy
of the people who are not capitalists. The trade of the country is to-day
going down. The Income-tax Department will be able to give accurate
evidence of this, because every year the income of the Income-tax Depart-
ment is decreasing because trade isin great danger and at this critical hour
to impose an addition to the tax does not look nice but it looks very very unfair
and unjust. One more word. I as the Musalman and worker in the cause of
education for more than 45 years and as the late Vice-Chancellor of the Aligarh
University, as the Honourable the Leader of the House knows very well; have
to thank the Finance Departirent for having made a grant of Rs. 5 lakhs te
the Muslim University. Sir, itis a saying “ Bad az sari man kun faydkun shud,
shuda bashad ”, which means that ‘* After my death, let happen whatever
may ’. I was in great need of the money then. My University was the only
institution in the whole of India which was not shaken even by a hair’s breadth
during the non-co-operation days and during the days of the black flags. We
were in great need and not a single pice was given to us. Last year, I was
very very surprised to hear from the generous lips of the Honourable the
Finance Member that because the Muslim University was in the period of new
organisation so the grant was deferred. Sir, the organisation period was
the most suitable time for help. But you deferred your help when we were
making our organisation, and now you think it is organised, and so you are
-giving the money. Well, better late than never, but there is another word
“to submit and it is this that there is a saying “ Neki kun dar chab andaz?’
" (¢ Do good and throw it in a well ”’). Do charity and forget it. There is a saying
{in  the Koran * La tubtilu sadagatekum bil mannu wal aza’ (‘* Do not destrqy
- your charity by expecting gratification or threatening beggsrs ”’). You have
“impossd humiliating conditions on the Muslim and Hindu Universities by
* giving Re. 5 lakhs and promising more money'; you have put on their heads
* certain conditions which are humiliating. If you do not trust them, do not
s give them a pice. If you do not trust them, please take back your magna charta
' from them. You are imposing such humiliating conditions by stipulating
" that one of the officers of Government will go there to look after their finances,
and so on. Anyhow, we are needy and we have to accept your conditions and
*‘your money, but not with feelings of pleasure or thankfulness but with feelings
of necessity, because ‘‘ necessity is the mother of invention . 6
With these few words, Sir, I congratulate you in your great undertakings
to meet the deficit in the Budget. I can assure you that there are other
people who also know something of finances. When distinguished persons
. 1 Pac like my Honourable friends, Sir Arthur Froom, Sir Maneckji
. Dadabhoy and the Honourable Rai Bahadur Lala Ram
+ Saran Das say something in criticism of your Budget they are worth listening
to. Ido not think that Members of this Chamber can say anything to impress
you any more than what has been said in the other House. The only difference
: is that they are there apt to say things more strongly while we only submit
our humble opinion-here in this House. At the end I will only say that ‘. Man
nagoyam ke in makun an kun. Maslehat been kar asan kun® (1§ do nogay
““do thil; and do not do that ; I only say seek an easy way and doit with
. ease ” n' . .

a
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Tre HoNoURABLE SIR JAHANGIR COOVERJEE COYAJEE (Bengal :
Nominated Official) : Sir, I venture to suggest that the financial conditions
and difficulties before us are best envisaged in the light of a ‘review
however brief of the financial tendencies of the day. There has been a remark-
able parallelism indeed in the financial histories of the advanced countries
of the world since the war. Up to the year 1924-25 budgetary deficits and
heavy taxation were universally the order of the day. After that year 1924-
25 there have been great financial improvements and the installation of new
financial machinery in every country, and in this process of economic progress.
and reform India has borne a leading part. Since the last year or so, however,
the world in general, and India in particular, have entered on another financial
phase ; that is the phase of the adaptation of the new financial machinery and
arrangements to the slower economic tempo of the day. The newly formed
mechanism is being tested and overhauled in various places in view of the'
great financial strain of the last two years. Many countries have witnessed’
economic troubles, reduction of production and demand, and banking crises ;
and the year 1928-29 will long be remembered as the annus mirabilis of the

present decade in the region of finance.

This might give a clue to the true cause of our present financial difficul-i
ties. In India we find that on this topic public opinion is divided sharply
into two schools of thought. One school summarily attempts to make the
ratio and currency policy responsible for all the multifarious troubles of the
day : the other emphasises, in tke main, the operation of economic depressior
abroad, the fall in production and the gradual slowing down of the economic
rhythm. Now, how shall we decide between these two opposite contentions ?
I submit that in a case like this, where doctors disagree, we should be guided
in our decision principally by the statistics of trade and finance. And for:
tunately in this case the various lines of statistics are convergent and unani-
mous, and speak with nofaltering voice. Right up to the year 1928 that is, full
four years after the advent of the new ratio, our financial position showed a
remarkable progress, and we went on remitting contributions and taxes:
In the second place, our main exports—competitive exports be it noted—
made one record after another. I would point to the figures of exports of
oil-seeds, tea, hides and skins, and indeed of piece-goods. In the third place,
there is the evidence of the financial figures for railway management. If the
ratio and the currency policy were the sources of trouble, it is unthinkable
that for full four years an ill-adjusted and ruvinous ratio permitted and even
promoted a notable growth of prosperity on all these lines. On the other
hand, Sir, let me emphasise the fact that the year 1928-29—the very year
which witnessed financial trouble and capital shortage abroad—was also the
beginning of our present financial and other difficulties. In fact. Sir, that year
forms the dividing line, a sort of economic watershed, between the fat and the
lean years. That consideration by itself can be claimed to be decisive in
pointing to the true casual sequence as regards the present troubles both in
India and abroad. It has often been repeated by former Finance Members
that an Indian budget is but a gamble in rain. I would submit, however,
that that was only a great half-truth, and with the growing solidarity of the
world, the general trade cycle and foreign economic conditions are as impor-
tant for Indian finance as the amount of the rainfall and the conditions of the
harvests.

When appraising the merits of the new taxation we shall be less than just

if we neglect two imgportant aspects of it—its possible effects on industrial ,
and agricultural development, and its bearings with reference to the past as"
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well as the future of our provincial finance. To an important extent, indeed,
it may be designated as wicarious taxation. As early as 1925 Sir Basil
Blackett observed that ¢ the provinces were the one claimant whose claim
for financial assistance must by common consent come first”’. He made a
heroic effort to meet the claim fully. But even heroic and successful efforts
bring about some measure of exhaustion ; and last year the Honourable the
Finance Member pointed to the necessity of finding new sources of revenue
in order to fill the gap. This year he has taken a new step forward in the
development and progress of our provincial finance, and it is contemplated
that some of the surplus from the silver duty is to go to assist the nation-
building services in the provinces. Thus the new taxation is not merely
meant to solve the financial difficulties of the day but to assist in the ultimate
solution of the long-standing problem of provincial finance. We are not
dealing here with a scheme of hand-to-mouth finance, but with an integral
portion of a well-developed plan which will terminate the long struggle for
financial resources between the Central and Provincial Governments. It is
very likely that these troubles of ours will be remedied on the same lines as
in South Africa, partly by increased provincial taxation and partly by subsidies
like the present from the Central Government.

The protection granted to the textile industry had of course to be adapted
to the special difficulties under which it laboured. The main difficulties
consisted of the general depression and, for the rest of the superior organiza-
tion of as well as the unfair competition from certain foreign countries. Under
those circumstances the case for the imposition of differential duties is unan-
swerable, whether we have regard to practical expediency or to theoretical
considerations. To have inaugurated a heavy all-round system of protection
would have only added needlessly to the burden on the consumer and would
have also been equivalent to breaking with our sound basic principle of dis-
criminating protection. It is obvious that judicious protection should be
proportioned to the amount of the danger, and should be directed against the
quarter from which that danger menaces. Any demand for an all-round and
equal increase of protection, irrespective of the range, course, and intensity
of the competition argues only a doctrinaire mentality. A student of econo-
mics is bound to protest against the attempts to confuse differential duties
with Imperial Preference. Indeed such confusion is based on the common
fallacy called ignoratio elenchi. While all Imperial Preference, of course,
implies the use of differential duties, it does not follow that all use of differen-
tial duties has the character of or amounts to Imperial Preference. For in
any policy of Imperial Preference the ruling motive and main object is to
benefit the mother country, while the policy of differential duties is most often
the outcome of a regard for local contingencies, conditions and necessities.
It is significant and surprising that at present all effort here is concentrated
on discussing this preliminary issue rather than on arrangements for making

the best use of that timely and large measure of protection which has been
given.

The topic of an import duty on silver engaged the attention of the Indian
Legislature in the years 1921-22. But in the last decade the character of
the silver problem has been radically transformed, and many arguments which
were then urged against the duty have lost their force. A great many factors
have caused the present heavy decline in the price of silver, and under their
inexorable action a further great fall is imminent. In fact the seventies of
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the last century saw the first rush towards demonetisation of silver, and the
second decade of the present century is seeing a second rush. While the for-
‘mer took place in Europe, in this second rush even the countries of Asia have
been participating. Persia has been recently taking steps to go over to the
gold standard and has diminished drastically her demand for silver. The
currency arrangements of China too are in the melting pot, and it is significant
that the President of the Commission which is sitting for their reform is the
greatest living advocate of the gold exchange standard. Under such circum-
stances the choice for this country lies between two courses. The first, and
far the preferable one, is to restrict our imports of a rapidly depreciating metal,
gradually but continuously, and to sell our stocks of silver while yet there is
time. This is the only way to cut our losses. The other course is that of
becoming the dumping ground of the white metal and facing the great and
inevitable loss of value ultimately. Thus there is a strong case for a pretty
heavy duty on silver, both om the ground of finance and of checking the unres-
‘trained entry of the depreciating and doomed metal into the country.

As to the income-tax measure, capital might be more far-sighted than to
‘object to the imposition of an additional pie in the shape of income-tax when

the poor man is called on to pay a 20 per cent. duty on his very clothing in
the interests of.industrialism.

Coming to military expenditure, the trouble in this region of finance is
‘that it is just here that we cannot cut our coat exactly according to our own
cloth, or even according to our own ideas and tastes. Very recently, copious
references have been made to the Inchcape Report and to the proposals con-
tained in it, and the fall in the prices of raw materials and food have been
-emphasised. That is, however, one aspect of the matter. There is, however,
another aspect. Mechanisation and re-equipment are particularly costly
-affairs, and the history of military expenditure in all countries in the last
decade shows a great rise. Nevertheless, it is our duty to our country to ex-
plore all possible avenues of economy here. Last year a very promising avenue
-of this character was discovered when by an arrangement or contract between
‘the Finance Department and the Army the discovery of economies in expendi-
ture was made a sort of condition precedent of any further progress in the
modernisation and re-equipment of the Army. What is aimed at by that measure
iy the whole-hearted co-operation and interest between the Army authorities
and the Finance Department. A sort of race has been organised between the
progress of military economies on the one hand and that of military equip-
ment on the other, and even during the short period that has elasped we have
.a certain realised balance on the side of economies. This reduction of military
expenditure by 80 lakhs is a matter for congratulation ; it is to continue for
‘the next three years, and there is also the assurance of further substantial
instalments of reduction following. This reduction, though some have called
it small, is the more welcome when we consider the progress of military and
mnaval expenditure in other countries, where the hopes of any diminution of
that burden are bound up with the ultimate success of prolonged conferences
and doubtful international disputations.

In concluding my remarks, I might be permitted to say a word on the
‘borrowing policy of the day. The critics of the new sterling loan have failed
to take full account of some important factors and elements of the existing
financial situation. In the first place, it is forgotten when discussing the terms
of the loan that the financial strain of the last two years has by no means
absolutely become a matter of the past. Indeed, Professor Gusiav Cassel—
an authority second to none in the present economic world—has just reminded
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us that ““ scarcity of capital is the principal feature of the present situation ™.
While thus, on the one hand the supply of capital in Europe in general and in
London in particular is short, the demand for capital in London is growing
with the new policy of increased banking support for industries in the United
Kingdom and the numerous and large calls which it entails. It was at such
a moment of great scarcity of capital in Europe that we had to draw on the
London market for new supplies. And let the critics also consider, Sir, the
influence of the vigorous propaganda which aimed at nothing less than the
decline and fall of the public credit of this great country. These .local pro-
pagandists found welcome allies in the person of some doubting Thomases
in England itself, and between them these two sets of men did their best to
bolt and bar the doors of foreign credit of India. Under such circumstances
nothing less was needed than a spectacular triumph for Indian credit ; and the
seven times oversubscribed loan is the emphatic reply given at once by
London financiers and by the Honourable the Finance Member to the pro-
pagandists alike of Lakore and of Lcndon. And we must remember, Sir, that
the situation was a somewhat grave one, and had the London loan failed an
unprecedented blow won'd have been struck at Indian Finance. The possibility
of an American loan had teen put forward. as I well know 7 but if we had
failed at this juncture in London, we might have scanned the world in vain
from China to Peru for financial help on even tolerable terms. Under such cir-
cumstances, we may take it that it was a master stroke to get from London
-not only the much-needed loan but both an ovation for Indian credit as well
as a sore disappointment for its enemies ; and this was done at the minimum
price too. For though the rate is high, yet, as has been well put, the loan is
for such a short period that it amounts only to an issue of long-dated bonds
and hence will cause no depreciation of our gilt-edged securities. In view
-of such a very advantageous position having been secured and having won
all along the line, we cannot criticise the terms and rate ofiered, for even our
critics admit that the market had already assumed a rate higher than 6 per
cent. as a necessary one. Sir, a discussion on sterling loans is hardly the place
for classical quotations. But in this case I am tempted to make a reference
to a well-known couplet :

‘“ One shade the more, one ray th.e less,
Had half undone her loveliness .

These lines can be easily adapted to the circumstances of the present loan :

“ For even half a per cent. less
Had guite undone its uscfulness .

The Council then adjourned for Lunch till Half Past Two of the Clock.

The Council re-assembled after Lunch at Half Past Two of the Clock,
the Honourable the President in the Chair.

THE HONOURABLE Mr. SURPUT SING (Bibar and Orissa: Non-
Muhammadan) : Sir, as a new member of this Council, I naturally feel some-
what diffident to open my lips on an important subject like. a general discus-
sion of the Budget. Besides, the time allowed even for a cursory study of
this difficult subject has been much too inadequate to enable me to do any
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justice to it. But conscious as I am of my own deficiericies, I shall content
myself only with a few observations by way of criticisms and suggestions on.
some of the salient points. But, before I do so, I cannot but be thankful
to the Honourable the Finance Member for his straightforward and cour-

e ageous presentation of the Budget. My thanks are also due to my esteemed
friend, the Honourable the Financial Secretary, for his illuminating key to
the Honourable Member’s speech, as but for that, I would have been lost
in a wilderness of facts and figures. But what I fail to do is to accord a fitting
reception to the Budget itself, because it has come with a host of taxation
proposals on the already over-taxed people.

Despite the ample apologies of the Honourable the Finance Member for &
deficit Budget, I cannot help saying that there has teen a lack of initiative,
boldness and resourcefulness on kis part in meeting tke situation. Failure
of rains in some places, flood conditions and political uncertainties in others,
might have somewhat affected tLe revenue, but they have not really been of
such an extent in the past year as'to call for such a gloomy picture. Causes
other than those are also accountable. Again, disastrous stock exchange
speculations in the United States having indirect effect on Indian finances
was too far-fetched an idea. In fact, for want of details, I cannot subscrike
to that view. Again, while I deeply 1egret the fact that the fall in exports is
about twice that in imyorts, I cannot think that the Hcnourable the Finance
Member, whose reputation as a sound fnancier had preceded him to this
country, could not have effected, if he bad really chosen to do so, an improve-
ment in those figures. India has admittedly the monopoly of the production
of tea and jute and of the export of hides and skins. A reasonable increase of
duty under these heads would have fetched a decent inccme under the head
of exports. Similarly, a good amount of relief on imyorts could have been
obtained had the duty on glassware, toys and requisites for games and sports,’
tobacco and liguors, which are all more or less articles of luxury, been enhanced
to some little extent as well. Such a step would have been reciprocal in effect
as it would have affected the producer and the consumer, both here and abroad,
and no charge of injustice would have been raised against the policy. In
fact, such a taxation would have been a step forward in financial equilibrium.
Delighted as I am in the present state of stress and strain to hear about wind-
falls and forecasts, I should submit that it is not always advisable to rely
upon windfalls and forecasts, as they not unoften belie expectations. To
come to a significant instance, as was expected, the year 1928-29 did not
close with a surplus of 30 lakhs but with a deficit of 156 lakhs. As a result,
not only the Revenue Reserve Fund previously standing at Rs. 74 lakhs did
not receive an increase of Rs. 30 lakhs as anticipated on account of 1928-29,
but it was swallowed up in its entirety to meet the deficit of the year and thus
the Revenue Reserve Fund stood at a deficit of 32 lakhs. Thus, although the
Honourable the Finance Member fondly hoped that he would get through
1929-30 with the resources of that Fund, the Reserve Fund itself had to be
used up twelve months in advance.

Then I feel jubilant over the unexpected announcement that after so
many years of the Treaty of Versailles, not an insignificant amount, but sa
much as Rs. 156 lakhs have been placed at our country’s disposal, in this state
of financisl stringency, from the German Liquidation Account. It affords
me 1o less relief to find that an income of 30 lakhs is expected as the result of
certain judgments of the Privy Council on Taxes on Incomes. Again, while ¥
participate in the apprehension of the Honourable the Finance Member
about the possible effects of coming political troubles, I cannot help contem-
plating that had the Government in their extreme wisdom made themselves
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amenable to repeated and reasonable popular demands, the threatening
political situation could have been timely and tactfully tided over. I would
repeat therefore that a far-seeing adjustment of the sources of revenue at the
present juncture without levying any burden of taxation on the people would #
‘have much ameliorated the present depressing and disquieting situation.

I cannot let go this opportunity without expressing my gratification that
one of the crying needs of the country, I mean the need of good roads through-
out the country, is going to be attended to by the Roads Development Depart-
ment shortly. Road development has been long overdue. Then again,
development of roads may enable the Government to suspend some of its
railway projects for some time to come in the interest of the country’s credit.

The fall of revenue in Railways and in Posts and Telegraphs in such a
vast and growing country with such immense possibilities is as much a matter
of disappointment as it is of concern to us. It will not be feasible within the
short space of time allotted to me to suggest the remedies for improving all
such income. But I must say that if the Post and Telegraph Department
had boldly adopted some schemes that would appeal to popular imagination,
some change for the better in the present straining conditions could surely
have been effected. By way of suggestion, I say that if a four-in-the-rupee
‘telegram system had been reverted to, the cheapness of the proposed system
‘would, I feel sure, have appealed to all business people, as a means of expedi-
ting their business transactions and contributed largely to the growth of the
revenue. Similarly, if in compliance with the insistent popular demand
the quarter-anna postage only had been restored, the yield from that head
would have also shown a substantial improvement. The Government should
ot forget that correspondence has an educative effect of its own, and any-
thing that is conducive to education among the masses should be placed
within their easy reach. In my opinion the point of  vanishing return ”
has been reached so far as the revenue from Indian postage and stamps is
concerned. An earnest endeavour ought to be made by the enhancement

-of rates to equalise the expenditure of the Indo-European Telegraph Depart-
ment with its income.

The Honourable the Finance Member has dwelt on the normal increments
in rates of pay for the existing staff of the Government with the adoption
of the time-scale basis. I do not of course demur to the small increase of pay
granted, but I feel that I must invite the pointed attention of the Govern-
ment to the general and indelible impression in the public mind about the
spread of corruption in the Civil, Criminal, Police and Revenue Departments
-of Government. The Government is better aware of this growing evil than
the outside public and I urge on them not to play a hide and seek policy any
longer in the matter, but to take bold and drastic measures to eradicate the

evil from the country in the fair name of the Government and in justification
-of the increments granted.

~ So far as the Census operations go, they are in the vital interests of the
people. ButI must sound a note of warning to the Government so that these
operations in different provinces may not be entrusted to honorary subor-
dinate agencies to place an additional lever in their hands and that of the

Police for purposes of oppression of and extortion from the poor and unedu-
cated masses.

As regards administrative expenditure, I admit that there is a popular
outcry for further retrenchment and economy, while at the same time there
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is a persistent demand for increased expenditure under certain heads, especially -
in connection with the nation-building departments. But I am not convinced

that there is any pressing demand for any increase in the cas€ of the over-

pampered Police. I am not prepared to show any consideration to the Police

unless they can by their tact and ability, honesty and straightforward con-

duct, convert themselves into a popular institution in the country., Again,

I may be allowed to echo here the popular insistence for a large provision for

mass primary education and technical education all over the country. I

believe we have had too much of the theoretical University education and that

the present educational policy needs to be thoroughly overhauled in the in-

terests of the teeming millions. But what I feel yet is that measures for
general national amelioration have not been quite bountifully provided in
the Budget.

What benefits might result from the present Labour Commission and the
Banking Enquiry Committee is yet in the lap of the gods, but when the Com-
mission has already been appointed and has been undertaking investigations
and when the Banking Enquiry, about which the Government and Commerce
are so very sanguine, is being pursued, I have no other option but to endorse
the grants under those heads, although it is too premature yet to accept any
optimistic views such as those held out to us by the Honourable the Finance
Member. '

I doubt whether I can approve of the grant under Civil Aviation at such a
time of financial stringency. This item of luxury—I cannot call it a necessity
in the national life—could have easily waited for a year of bright finances.
Again I fail to understand how in the interests of international obligations the
Honourable the Finance Member throws the liability upon the Indian Ex-
chequer. Equity and policy would demand that such obligations should be
shared by the parent country as well. For a like reason, I would say that
England should share the expenses for Aden and for the Muskat subsidy.
Again, since the existence of the League of Nations, our Exchequer has got to
contribute annually about 1500 thousand gold francs and spend on the aggre-
gate an equally large amount on the differeht delegations to that body from
India. While I do not grudge the contributions, which are as regards the
amount third or fourth in the list of contributing States, what I must place
on record is that the popular outery to employ a number of our Indian youth
on the establishment of the League and to make the delegations more popular
and representative in character has so far borne no fruit.

Too'much of attention is evident for the Andamans and the North-West
Frontier Province. As regards the Andamans, I should have felt happy had I
been assured that the expenditure were really called for by tke local needs of
the island and that it would be subjected to popular scrutiny. While
I do not grudge to my Honourable friends of the North-West Frontier Province
the grants allotted to their province, I must say that it is unfair and unjust
that such a small province as that should be allowed three crores of expenditure
as against receipts of less than three-quarters of a crore, while the big province
of Bihar and Orissa is being neglected and the big Presidency of Bengal, which
yields a clear revenue of 35 crores, should have to rest satisfied only with 11

~crores for all her expenses. Ineed hardly point out to the House that the unfair
and inequitable position in which Bengal has been placed by the Meston Award
for the last nine years is mostly responsible for the soreness and dissatisfaction
of the people towards the Reforms. I fondly hope that in future the Govern-
ment of India will be pleased to show the same degree of paternal solicitude
for the other Indian provinces in their charge when in the grip of floods as



168 COUNCIL OF STATE. [6Te Mar. 1930.

[M.r Burput Sinz.]

they have bech doing towards the North-West Frontier Province, in particular
in the Budget before us.

While coming to the Military Budget, I am thankful for such small mercies
as a reduction of 80 lakhs somewhere in the over-bloated military expendi~
ture. But what I fail to account for is that while the Army is being
re-equipped with modern appliances; while mechanisation of transport ig
being introduced all round ; while the Air Force of a few squadrons is being
added to the existing strength ; while anti-aircraft and anti-gas operations are
being undertaken and everything atout the Army is being modernised, and
especially when there are no active operations going on anywkere, I only
wonder why the total strength of the forces is yet kept at its old level. Might
I not reasonably expect that improved quality should now gradually take the
place of quantity and a substantial reduction of the units should be effected ¥
Again now that the old policy that the Army was for the maintenance of British
supremacy and dominatior. is giving way to a policy of confidence and trust,
it is incumbent upon the military authorities to throw open the ranks of the
Army freely to all Indians, in order to stimulate their martial and patriotic
spirit, which decades of neglect and discouragement have depressed, as well
as to afford employment to the growing numbers of our educated unemployed
youths. Distrust must now give place to confidence and I feel sure, as already
experienced in other spheres of service, confidence will beget confidence.
Supporting as I do the grant to the Territorial Force scheme, I must impress
upon Government the necessity for getting up a Militia comy osed of the children
of the soil to stand by the country in her hour of need. Next to this I would
request the Government to provide for the military education of our youths
in their educational institutions. The Government of India, which provides
finances for the Universities, can easily call upon them to submit their alumni
to a military education as a condition precedent to future grants. But what
I would urge upon the Government is not to employ too severe a test, no
impossible conditions, at the outset for such a training. This is how we can
enlist and quicken the sympathy of the youth of tke country towards the
Government. I may remind the House that the newly created Nagpur Univer-
sity has adopted military study in the B. A. course. I should fondly desire
that other Universities will follow suit. I would also ask His Excellency the
Commander-in-Chief to place before the House the final adjustment and re-
conciliation of war accounts.

The Honourable the Finance Member has laid himself open to severe indict-
ment by his avowed fiscal policy of Imperial Preference as disclosed by his
policy in the matter of taxation of textiles. But the exemption made in favour
of the British textiles from the enhanced protective impert duty while on the
one hand aflording no practical relief to the Indian manufacturer will levy an
additional burden on the foreign competitors of England solely in the interests
of Lancashire. The Honourable the Finance MemLer conveniently forgets
that no country in the Commonwealth has accepted Imperial Preference and
therefore he should have been guided in bis tariff policy by the fiscal and econo-
mic interests of the country itself and not of the Empire. The trade depres-
sion, on which the Honourable the Finance Member has laid so much stress, is’
not to my mind attributable solely to the causes indicated by him. A good
deal of the present gloomy outlook in that respect is due to the sinister fiscal
policy of his predecessor in office, primarily with regard to Exchange and
Currency in the teeth of violent opposition from the country, but to which
policy I must own to my infinite shame and regret some of our distinguished
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countrymen were parties. However much may be the emphasis with which
British statesmen and British financiers maintain that our trade depression
is in common with world conditions and due to causes natural and political,
I cannot brush away from my mind the deep conviction that the selfish and
arbitrary policy of the late Finance Member of the Government of India with
regard to the country’s Exchange and Currency policy has brought the whole
country to the verge of ruin and bankruptcy. If the Government yet means
well to the country and wants the outlook to brighten up, the Honourable
‘the Finance Member must revise the present rate of Exchange and stabilize
the Currency on the gold basis in the light of past experience solely in the
interests of the country. That will be a bold step no doubt, but that will
mean no camouflage. What I would next urge on the Government is to cry a
halt in the matter of floating further loans at home and abroad for some time to
come for the purposes of feeding railway and military projects. Our credit as
:a debtor country in the money markets of the world has been jeopardised not
80 much by reason of our natural and political causes as the Government would
have us to believe, but greatly by reason of our Government’s unsound and
mischievous financial policy.

I would further submit that the Government should not add to our com-
mitments but revise those already existing and terminate some of them if that
is possible.

I support the duty on sugar because it indirectly promises to stimulate
our dying indigenous industry and I should not have criticised the duty on
textiles had the enhanced duty been imposed without any discrimination.
The increase in income-tax and super-tax is expected to bring in an in-
come of only 70 lakhs more this year. I think that in these days of uncommon
depression in trade and industry—especially when the coming year too is not
regarded with any degree of optimism—the Honourable the Finance Member
should have left out those sources with a view to enlist the sympathy at least
*of those whose sympathy counts so much in his fiscal policy and who are

‘already contributing quite a good lot under those heads. Any taxation that is

"kept up in the face of difficulties and misfortunes in a period of admitted ex-
cessive depression is evidently a matter which requires justification. As
regards the duty on silver, I am not sure whether such a duty would have tke
desired effect on the silver market in the country as we had never been taken
into confidence by the Government as to the exact value of the silver in the
Paper Currency and the losses sustained under that head up to date in their
sales. I was very much struck by the outburst of the Honourable the Finance

"Member about the Indian masses. The fault is not entirely that of the masses
because they must make their investments in some precious metal—in this

-instance it is silver for want of gold. Thus the rebuke of the Honourable the
" Finance Member to the Indian masses is not justified. It is evident that his
" outburst is only an endeavour on his part to escape the.scathing criticisms
" of some Members directed against his silver policy on the floor of the Assembly

on the 4th February, 1930. Silver, I may say, will come out of hoarding as
soon as the gold standard is substituted and I fully believe that this uncertain
condition of the silver market and the rupee value will continue to trouble
‘us so long as the currency is not stabilised by a gold standard. '

Next I would respectfully submit to the Government that now that mints
of money have already been expended in the teeth of violent popular protests
and at the sacrifice of many national projects on the construction of New Delbi,
and now that all the schemes are well-nigh completed, it is time to pause in

, that direction, especially in view of the fact that the expenditure has exceeded
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by more than 600 per cent. the original estimate. The items of expenditure
under this head should be materially reduced as years roll on and the upkeep of
the maintenance establishment should be reduced to a bare minimum. But
the piles of unhewn stones and stacks of bricks and timber all round are cal-
culated to dispel that fond hope from my mind.

Lastly, I would with all humility urge upon the Government to put
high in their programme the urgency for a speedy Indianisation of all the ser-
vices and the ample feeding of all nation-building departments as a panacea.
for all our evils, social, political and financial. '

His ExceLLENCY THE COMMANDER-IN-CHIEF : Sir, it is by no means
the first time and I am quite convinced that it will not be the last time when
we shall hear violent attacks made at the figure at which the Military Budget
stands. As far as I can gather, those attacks have been nearly always based
on the fact that in the Report of the Inchcape Committee a certain figure
was mentioned :—the figure of 50 crores ; but people who have attacked the
figure of the Military Budget because it exceeds 50 crores cannot, I think, have
really read the Report carefully or realised what the Inchcape Committee
meant when they quoted that particular figure. I have myself on more than
one occasion endeavoured to point out what the Inchcape Committee then
meant, but I am sorry to say that what I have said hasnever had the slightest
effect. It has now again been referred to as a definite fact that the Inchcape
Committee recommended that army expenditure should not exceed 50 crores.
What actually happened—I will repeat again—was this. When the Inchcape
Committee sat and made their recommendations, the Army Budget figure stood
at 57-75 crores. The Committee recommended that the estimates for that
year should be reduced to 57 crores. They went on to make the statement :

‘“ We do not, however, consider that the Government of India should be satisfied
with a military budget of 57 crores and we recommend that a close watch be kept on the
details of military expenditure with the object of bringing about a progressive reduction
in the future...”

These are the words that I should particularly like to emphasise—
¢ Should a further fall in prices take place, we consider that it may be possible ”—
again I would like to emphasise the words :

¢ after a few years to reduce the military budget to a sum not exceeding 50 crores,.
although the Commander-in-Chief does not subscribe to this opinion.”

The Commander-in-Chief, I need hardly mention, was the late Lord Rawlinson.
Now, Sir, since those days it was decided to commercialise the army, and am ong
other things, the Army Budget had to undertake expenditure of 4564 lakhs
for items which previously had been charged to other Departments, such as:
32-45 lakhs customs duty, and 13 lakhs for printing, stationery, etc. Those,
1 say, were charges which we had not met from the Army Budget in days gone
by. Since the recommendations were made by the Inchcape Committee, these-
items are charged to the Army Budget and, as you see, they come to 4564
lakhs. In addition to that I might mention that out of the Army Budget
certain very considerable sums are returned to Government. From the Army
Budget a sum of one crore is returned in the shape of customs duty, income-
tax on officers’ pay and other central taxes. In addition to that, there is a
further sum of 180 lakhs which is debited to the Army Budget for services:
rendered by other departments, such as railway transport charges, posts
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;md telegraphs, etc. I think those figures alone will show that the Army ha®&
to meet comparatively very large charges which in previous years were not
met from our Army Budget. Now, Sir, the point I want to emphasise from
that part of the recommendation of the Inchcape Committee is *“ if prices fall .
I have got the figures here of the prices in the year 1923-24 onwards. These
are the prices of the chief items necessary for the feeding of men and animals ;
such things as wheat, ghee, barley and gram and also our stores generally.
I find in the year 1923-24 the figure for those was 1-35 crores. In 1928-29 it
was 1:718 crores. That you will see is a considerable increase on 1923-24.
In 1929-30 it was 1-68 crores, a fall from 1:718 of the previous year. The-
actual fall you will see is not very great. But what I really want you to keep
in mind is this—and I cannot help thinking that the Inchcaye Committee them-
selves never realised—that the total sum which we expend over supplies and
stores of all sorts is about 10 crores only. It must obviously have been utterly
impossible to hope to save 7 crores within that figure and yet that was the
recommendation of the Committee—that should prices fall, the Army Budget.
could be reduced by 7 crores. The whole figure available for reduction was.
only 10 crores, and that is a point I cannot think they ever recognised when
making such a recommendation, which would amount to meaning that all
stores, grain, etc., must be presented to us, or perhaps be paid for by some
other Department ! ! It must obviously be impossible to save those very large.
sums out of 10 crores which alone is spent on stores.

THE HOoNOURABLE RAT BaHADUR Lara RAM SARAN DAS: What
about the saving in the exchange ratio, Sir ?

His ExceLLeNcYy THE COMMANDER-IN-CHIEF : Does that effect the
question of prices ?

Tre HoNOURABLE RAl BAHADUR Lara RAM SARAN DAS: Yes; the
purchase of stores in England.

Hi1s ExceLLENcY THE COMMANDER-IN-CHIEF : That is included in
the total figure, and on that we have gone down this year slightly from 1-71 to
1-68. In spite of that, Sir, in spite of the extra charges we have had to meet,
and in spite of there being no real reduction in charges for supplies, our expen-
diture has been progressively reduced from 65-26 at which it stood in 1923 to
54°35 now, and the Honourable the Finance Member told us the other day
that it is quite certain that there will be a very substantial reduction at the end
of the stabilised period. I have no doubt about that whatever—I shall not be
here when that time comes—but speaking as Commander-in-Chief I can assure
you that we have made arrangements within our Army Budget so far as we
can look forward, to the certainty that there will be a considerable reduction
over the present figure. What I think you might perhaps bear in mind—and
I can say with absolute truth—is that when the time comes, in fact even at

the present time the Army in India is in a more efficient state

3 p.u, for mobilisation than I believe it has ever been in before.

We have during this period made provision for re-equipment
necessitated by the Inchcape recommendation, the growth of mechanisation
and the replacement of obsolete aircraft. Asa result we certainly shall be able
to mobilise much more readily than we were able to do in days gone by. As
some of the commercial Members are probably aware, we have a scheme for
subsidising motor transport which up to now has not met with any great success,
but lately it has met with rather more response, and we hope that the time wilk
come, when it will meet with real success when we should be able to reduce
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our standing charges by reducing our own transport. I dare say Lala Ram
Baran Das knows all about the terms. The terms, I think, are very liberal.
We pay the whole of the import duty on imported motors that come up to our
specifications and in the first three years we return 25 per cent. of the value of
the vehicles, whatever it may be. I am hoping that as time goes on we shall
get a considerable reply to the terms offered.

Well, Sir, after talking about the reductions which we have made out here,
I think it may interest the House to hear the figures of military expenditure in
other countries. I will give you the figures of other countries as they stood in
1925 and the latest figures we have in 1929. 1In 1925 (all are in million pounds)
in 1925 the French figure was 34-4 ; in 1929 it is 64-5. 1In 1925 the German
figure was 28 ; in 1929 it is 34. 1In 1925 the Russian figure was 41-7 ; in 1929
it stands at 84. In 1925 the United States had a military figure of 521 ;in
1929 they had a figure of 59-3. In Italy in 1925 the figure was 215 ; in 1929
it is 28-5. I might mention in addition to that the Air Force expenditure in
Ttaly has risen from 1-9 to 7-6 while the naval expenditure has risen from
6°1 to 13:3. As against these figures all showing increased expenditure
T might mention that the expenditure for Great Britain has fallen from 51, at
which it stood in 1925, to 40 at which it stands this year. I think, Sir, it can
hardly be necessary, after quoting these figures, for me to explain any further
in saying to the House, as I do in all honesty, that we are, I think, the only
nation who have really made a definite eftort to reduce our expenditure and
we have reduced it. As I have said we hope to reduce it still further when the
present terms of contract cease.

TaE HoNOURABLE Ral BAHADUR Lar.a RAM SARAN DAS: Can I ask
Your Excellency whether these percentages are revenue percentages or so
much of the total revenues of the various countries.

His ExcerLLENcY THE COMMANDER-IN-CHIEF : No. These are the
‘total expenses of the various countries.

TaE HoNOUBABLE RAI BAHADUR Lara RAM SARAN DAS: CanI ask
the percentage they bear to the revenues —because then we should be able to
compare.

His ExceLLENcY THE COMMANDER-IN-CHIEF : T am afraid I have

not got that information by me. Well, Sir, in addition to what I have said
about military expenditure, there is only one other point upon which 1 will
‘touch, with reference to a remark made by my friend, Mr. Chari. Mr. Chari
inentioned the fact, when talking about what is known as the Skeen Committee’s
Report, I think he used the words * they had been unanimously turned down.”
By ‘‘ unanimously ’ I gather that he meant to say, that they (the Committee
tecommendations) had been altogether turned down. Well, Sir, I cannot
allow a remark like that to go by unchallenged because it really is the reverse
of what has happened. 1 may say that with two exceptions the Government
of India accepted the recommendations made by the Skeen Committee. We at
once agreed to increase the number of cadets for Sandhurst in accordance with
the recommendations made by the Committee. We opened the Air Force
“College at Cranwell and we opened the R.M. A., Woolwich, for Artillery and
Royal Engineer officers. This we have done, and I think in numbers to whi¢h
.we had agreed. There were several other items which we also accepted. The
-only two points which I think we did not accept were (1) the recommendation
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for Sandhurst to be established in India by the year 1933. But we are only in
1930 now ; so even had we accepted that recommendation there and then, you
will see that the college itself was not proposed to be started till 1933. (2) The
other recommendation which we did not accept was the abolition of the system
of what is known as the 8-unit scheme or the scheme for the Indianisation of
8 units. As regards the former, we stated that we did not feel confid:nt that
the number of cadets coming forward for Sandhurst could be relied upon as
being sufficient in quality and quantity to justify us in undertaking the very
heavy expenditure which would necessarily be involved in starting a college out
here with possibly a very small number of boys and a very large staff which
would be necessary for the purpose, as long as Sandhurst could take and would
take, the larger proportion of our boys than they had done heretofore ; and
realising the excellent education there, we felt that our boys from here would
receive the best education possible while at Sandhurst. The other point
which certamly did affect us very much was the expenditure there. I think
you all probably know that I am a very old Indian eoldier and I believe there
is no one here who has a great sympathy with or more real affection for my
Indian comrades than I have—men to whom I am deyoted for I well know
their loyalty and courage. I say that in no boasting spirit, but simply because
I have been very intimately associated with the Indian soldier for the last 45
years and it has been a source of real grief to me when any of my Indian officers
have come to me and complained that the expenditure involved in sending a
boy to Sandhurst has made it almost impossible to do so. In the necessity
of rectifying this the Government entirely agreed and as a result we decided,
that in. the case of any boys going to Sandhurst, the parents- of those boys’
should receive a cash grant and equipment, amounting to what we consider the
difference between the cost of education in this country and the education at
Sandhurst. That has been done in all cases, and we feel that having done
that, we have to a great extent met one of the very strong points put forward
by the Committee to start an Indian Sandhurst. The other point which I say
we did not accept was the abolition of what is known as the 8-unit scheme.
That scheme, as you all know, was started by my very distinguished predecessor,
He, I think, had teen pressed time after time to give a date when he could say
that Indianisation could be effected. Hisreply was, that as long as the young
boys coming out from Sandhurst were scattered all over the Indian Army,
it must be impossible for very many years to come to judge as to their complete
efficiency. But if we got particular units which would be officered entirely
by these young Sandhurst boys who would rise in rank pari passu with British
boys of their own standing—then when the time came for these to exercise tte
command, we should definitely be able to say whether Indianisation was a
success or not. It was for that reason that we decided that we must give
a fair trial to the system which had been in force for only a very few years
and which had received the approval of His Majesty’s Government.

. T will not keep the House longer, Sir. I know there are many here who
wish to speak and our time is limited.

TrE HoNOURABLE MR. K. B. HARPER (Burma Chamber of Commerce) :
Sir, I should like first to congratulate the Honourable the Financial Secretary
on the masterly manner in which he presented the Budget to us in this House.
:A more lucid statement of an intricate subject I think it would be difficult to
imagine and the facility with which he delivered it, without note or reference,
gave an added interest to it for us who had the pleasure of hearing it. My
Honourable friend, Sir Arthur Froom, has particularly asked me to associate
him with these remarks and also joins me in expressing the pleasure which I

o]
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am sure we all feel at seeing Sir Arthur McWatters once again in his seat:
as Financial Secretary.

Last year, when the Honourable the Finance Member presented his Budget
in the other House, he gave us a very clear warning that if he considered that
the financial situation demanded it, he would not hesitate to propose the
imposition of new taxation. To that extent, therefore, the heavy demands
which are now being made on us have come in no way as a surprise. As for
the justification he gives us for finding such a large sum ag 510 lakhs—it is
difficult to find fault with his case. The Army expenditure position which
His Excellency has just put before us so clearly and the obviously sincere
attempts which the Army and the Finance Departments are making to meet:
the wishes of the Legislature are, I think, matters for very warm congratula-
tion. The appointment of a Retrenchment Officer is practical evidence of the
Finance Member’s attention to this important side of his duties, but I think
that we can hardly expect any permanent retrenchment to come from this
appointment until at any rate the form and functions of the Central Govern-
ment under, the new constitution are known tous. What I confess impresses
me most in the justification the Honourable the Finance Member puts forward
for his new proposals is his argument that it is of vital importance that at this
stage nothing should be done which would upset India’s credit, and that India’s
credit should be enabled to recover from the blow which some of her own
nationals have contrived to inflict on it and that she should enter the next

“stage in her political advancement with her. credit, as the Honourable the
Finance Member puts it, above suspicion. If only for this reason, we must,
I think, applaud his determination to find whatever finance is necessary to
put us on to this most desirable basis. At the same time, while the tax-payer
will no doubt with his usual grace submit to do his considerable bit towards
this end, the commercial community expects that if any further attacks are

made on the prestige and credit of India, the Government will not hesitate to
grasp the nettle,

Now, Sir, to turn to the taxation proposals themselves, I should like
first to welcome on behalf of my constituency, the Burma Chamber of Com-
‘merce, the proposed 25 per cent. reduction in the export duty on rice. My
Honourable friend Sir Arthur Froom has called it a plum. I prefer the Finance
Member’s own wording, an act of justice and a step in the right direction.
Honourable Members may be aware that there is at present an embargo on
the’import of Burma rice into Japan, Formosa and Korea which has been in
existence all through 1929 and which has been renewed to the end of 1930.
Our belief in Burma—TI should like either confirmation of this or satisfaction
that it is not so—is that this embargo was put on by Japan in direct retaliation
for the recent import duty on cotton yarn into India. We have gained from
that and other measures the impression that Burma’s interests are not so well
cared for as we should like at this distance from Rangoon. For that reason
I heartily thank the Honourable the Finance Member for this step in the right
direction and hope that further steps towards the complete removal of the
duty will be taken as soon as the position permits it.

Then, Sir, I come to the cotton duties. Burma having no cotton milling
industry is concerned in the cotton duties merely as an importer and consumer.
Burma has a considerable trade in cotton piece-goods and her imports come
roughly in the following proportions : 50 per cent. from the United Kingdom,
25 per cent. from Japan, 124 per cent. from other foreign countries and 12}
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per cent. from India. Although, as my Honourable friend Sir Maneckji
Dadabhoy pointed out, a great deal of the imports from the United Kingdom
is of a quality which has no other competition, there is still a considerable
volume of other qualities which compete with imports from Bombay. The
result must be that Burma prices will be increased and perhaps that there will
be a certain amount of reduction in trade. Ordinarily, therefore, it would
hardly be surprising if it were the wish of my constituency that I should voice
some measure of protest against these duties. I have however been in tele-
graphic communication with them and they have instructed me to inform
the Council that they are so much impressed by the opportunity which the
preferential proposals give to the country to show what the Honourable the
“Finance Member describes as a gesture of friendship that they do not wish me
to offer any opposition to either of the cotton duty proposals. (Hear, hear.)

Then, Sir, I come to the kerosene duties. My Honourable friend Sir
Maneckji Dadabhoy has invited me to enlighten the House on the subject of
the kerosene duties. Now, Sir, I feel that enlightenment is due to the House
not from me but from the Government, from the Finance Member, for altl:ough
these proposals seem to be entirely inconsistent with the protectionist policy
of the Government and with the declared objects of the Budget proposals
themselves, there is in the Budget speech no word of explanation or justifica-
tion of what amounts to a radical change of policy. What do these proposals
amount to ? They first of all ask for an increased revenue of 35 lakhs. This
increased revenue is to come from an increase in the excise duty which is to
give 50 lakhs and a reduction in the import duty which is to give away 15
lakhs, the net result being a reduction in the present margin of protection
afforded to the indigenous industry by one-half. Now, Sir, I find it difficult
to see the justification for these proposals. If it is merely a question of finding
35 lakhs of revenue that would quite well have been found by increasing both
the excise duty and the import duty by an equivalent small amount. That
apparently is not the only object, for the margin of protection is reduced. If
it were merely a question of finding 35 lakhs and reducing the protection, that
could have been done by increasing the excise duty only. But that is not the
proposal. The proposal is to increase the excise duty and also to reduce the
import duty—to take 50 lakhs from the indigenous producers and give 15 of
them away outside India. The reason given for this is that the proposals are so
framed as to ensure in the first place that kerosene prices are not raised, and in
the second place that the indigenous industry, especially the smaller companies,
is not hit too hard all at once. The proposals are indicated to be only the
first step towards what one must assume to be the complete abolition of protec-
tion. Well, as regards the first object, to ensure that kerosene prices are not
increased, if the Honourable the Finance Member’s meaning is that he has so
framed his proposals that the price cannot be increased, it means that he has
delivered a direct attack on the indigenous industry. In this proposal he has
done what has been done in no other proposal in the Budget. He has attack-
ed an indigenous industry, whereas all the other proposals are designed to help
indigenous industry. But it is an elementary truth that the price of any com-
modity is determined by the largest marketing interest in that commodity,
and the largest marketing interest in the case of kerosene is the indigenous
companies. Their prices to-day are, as they have been always, below the cur-
rent market rate which importers from outside could get for their oil in any
other market. If therefore the indigenous companies do decide to increase
their prices I cannot conceive it likely that the importing companies would
not be prepared to bring their prices up to the same level. As regards the
second object—to avoid hitting the smaller indigenous companies too hard
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all at once—the Honourable the Finance Member is quite wrong in suggesting
that the smaller companies will not be unduly hit if it is agreed to accept Gov-
ernment’s suggestion that the price of kerosene should not be raised. One
cannot help feeling that in this matter Government have let their better
judgment become blinded by the relative success of the premier indigenous
company, and if I refrain from telling the House of the many ways in which
that compzny deserves well of the country it is only because T am a member
of that company myself and I do not want the House to think that it is on
behalf of that company particularly that I am talking. Govérnmént at any
rate should not need to be told the history of the oil industry in India for all
these years. But I do emphatically tell the House that the taxation proposals
which are now made will unduly hit the smaller companies even with prices
for oil products as they are at their present level. The oil market is a
world’s market. Contrary to ordinary belief, if one is to believe all one hears,
there is no such thing as a monopoly in the oil world, and there is no security
that the present level of prices will not be forced on to a still lower level by
world conditions or on account of competition. In fact at the present moment
the indications are rather to the contrary. (4n Honourable Member : ‘ Except-
ing petrol.”) The Honourable Member says, excepting petrol. Sir, in the
course of his speech he mentioned something akout putting an export duty on
petrol. His argument was, I think, that the price of petrol in London is lower
than it is in India. As a matter of fact when you deduct the Government
tax on petrol the net price is no lower in London than the net price here. It
may be of interest while I am on this point to inform the House that for every
tin of petrol which they buy for their motor cars they are giving 15 annas of
the price to Governmen<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>