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LEGISLATIVE ASSEMBLY . 

. -
'Ule Assembly met in the Assembly Chamber of tAte CowIeil IIou8e .. 
~ of the Clock, Mr .. President in.the Cbair. 

MESSAGE FROM THE COUNCIL OF STAB . 

.... w, of \he AllelDbI)': Sir, the following Message bas been received 
from t,be Secretary of tbe Council of State: -
"I alii directed to inform you that ~e COUDCil of Stat-e have, at ~ir meet.iDg 

laeld UI the 7th March: 1928, agreed without. any ~n e ta to ~e Bill further to 
amend the Indian n o e-ta~ Act. 1922, for certam purposes. ..bum wae paNed by 
tlle'Lelfislative A_bly on tbe mth ~e r r  1928. to 

THE GENERAL BUDGET-GENERAL ~  

:.r. P1'eIldat: The House will now resume the general discussion of 
the Budget presented by the Honourable tbe Finaooe Member. 
JIr. DbireDdra Kant& LaIdrl Ob&1Iclhary (Bengal: Landholders): Bir. 

the Honourable the FinRllce Member ended bis last Budget speech with 
8 personal note. May I be pennitted to resume the discussion of the 
Budget by making some personal remarks. It is a matter of deep regret; 
that nowhere in the world does anybody worship the setting sun. BUIi 
I must at least pay a tribute of thanks to the Honourable Sir Basil BlackeH 
for his endeavours to make India financially prosperous. The Budget whicb 
Sir Bosil bas presented is undoubtedly a prosperous one and gives high 
hopeR. But hopes, Sir. are very often alluring. They are sometimes un-
rea). like tbe will-o'-tbe-wisp. The prosperity shown in the Budget. Sir. 
iR in my opinion more apparent than real. Tbe question now ari~ o  

far the material and financial conditions of the Indian people have im-
proved during these few prosperous years. A nation's budget may roughly 
be said to be the barometer indicating national prosperity. Has the taxable 
capacity of the people appreciably increased during tbese -few years? The 
Indian Budget is primarily 8 rich man's budget. The fundamental canon 
of taxation is equity, and the national dividend should be harmoniously 
distributed among the different factors of production. And in the Indian 
Budget. unlike those of other countries, indirect tuation hRs a greater 
share. The PO?r people are tued in every way more heavily than the 
rich. And it has been admitted that the poor's contribution to the ex-
chequer is greater than the rich's. It seems very diflicult to resist the 
eonclusion that such a B ~et  though apparently prospe1'OU9, is real1y not 
RO. Moreover, the stabilisation of the rupee is one of the responsible 
factors for tbis surplus B ~et  But, Sir, the stabilisation has· been 
• ~ at a peat coat, and the receDt Hada ....... do DOt warnn' 

(11") ..l 
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[Mr. 'Dhirendra Kant&. Lahiri Chaudhury.] 
the conclusion that the rupee has yet reached lB. 6d. It has been, Sir, 
pushed up by the Government through their endless manipulati6nB ex-
tending over the last three years. Sir Basil has told Us that .. during the 
last two years prices in general have shown a stability unknown since the 
outbreak of the war ". And he attributes this partly to .. more stable 
world conditions .. and more to the iavourable trade because of .. the 
stabilisation of the rupee ". But, Sir, I must admit that I fail to follow 
Eir Basi] as to how this stabilisation of the rupee is responsible for tllia 
and not successive good monsoons. Sir Basil's favoura.ble plan of linking 
the rupee at lB. 6d. has not as yet fortunately met with any stormy 
weather and I doubt very much whether this fair-weather scheme will stand 
.any failure of rains or drought. 

Next, Sir, in framing the Budget for the ensuing year, the Flnanee 
Member has said that revenue from taxes on income is on the increase 
and is 1,35 lakhs more than the 'revised estimate of the current year. 
Here too, I must say, the increased amount is more apparent than reaJ, 
because the increase is more due to the strict vigilance on the part of the 
officers of the Income-tax Department anlt"the modification of the Income-
tax Act than to the further increase in the total number of income-tax 
payers. The prosperity of India has therefore. Sir, not so much proportion· 
ately increased as Sir Basil wants to sbow to the people. 

With regard to the military expenditure, I find the figure given 18 
Rs. 55'10 crores. But. this even does not represent the true amount of 
military expenditure as there has been already made a provision of 3'88 
crores for strategic purposes in the Railway Budget. Again, the price 
level, Sir, in 1924-25 was much higher than in the year 1927-28 and it is 
expected that the prices will go still further down in 1928-29. Thus the 
figures as presented by the Honourable the Finance Member go to prove 
that the military expenditure has increased materially rather than 
decreased. Now, Sir, it has been said that the military expenditure 
cannot further be reduced in keeping with India's .. defence in modern 
conditions ". But. Sir, had the Government accepted the Skeen Com-
mittee's Report, the expenditure could have been substantially reauced. 
Besides, in tha.t case, we could have obtained an indirect advantage. Now, 
under the present circumstances, the major portion of the military a· 
penditure goes out of India. never to come back, with the only return of 
defence for India. Now, in the case of Indianisation, the major portioa 
of the expenditure would bave found a place in India and that would haTe 
gone to enhance the national dividend of our country, thereby increasing 
our national prosperity directly and indirectly. And we would have gainell 
both ways. But it is,Sir. one of the most unfortunate things in history 
that the wishes of a subject nation always remain an ideal to be hoped for. 
The Government of India, ~  always tell us to follow the maxim. of 
international experts, such as .. busine88 must not be mixed with politic. ". 
But may I point out the recommendations of the Brussels Coaference that 
about one-fifth of the total national income should be devoted to milita.ry 
expenditure, whereas we find in India more than one-third of our total 
. national revenue is spent on this item. 

Sir, it has been said that one of the fundamental defects of the present • 
educational system is its top-heavi.eu. I should go rt e~ and sa.y that; 
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e of the greatest defects of our administration is it. extraordinary top-
heavineSB. The reason why the Government is yet unable. to layout 
India's money for India 's ~eal advancement and for the readJustment of. 
the'burden of taxation, the major portion of which the poor have to pay, 
is the fat salaries of all the high posts of the Government. We the tax-
payers have to pay for our Government, if it can at all be called .. our "---
and for what return? Indian interests have always s e~ when they 
have clashed with the Imperial interests of our rulers. India ~t standa 
e~ low in the scale of ina~ e . with ~ar  . to other countries. The 
per capita income of her eo ~e IS SImply l~t~es sl  ~ere~ore one e~~ 
but say that India's interest IS second. India. JDterest IS third and IndIa !I 
interest is last even with the expenditure of India's money. 
But. Sir. I must at the same time !Jay that there are two redeeming 

features in the present Budget; one is the reduction of debts and anot~er 
is the final extinction of the provincial ontri~ tions  As to the reductIon 
of debts, I will make a few remarks to which, I hope, the ono ra~le the 
Finllnce Member will give the correct reply. (Laughter.) IndIa haa 
borrowed in the last few years many crores of rupees both for productive 
and unproductive purposes, especially for the former. But may I ask what 
portion of that borrowed money comes from Indians and what 
-portion from the foreign market? The principal recommendation 
of the External Capital Committee, of which tne Finance Mem-
ber was the Chairman, was that the true solution of the ex-
ternal capital problem of India was the development of the internal 
capital of India. Mey I know whal the Government has done to translate 
that recommendation into action during the last few years? Sir, in ex-
plaining the Provincial Loan Fund to thiR Assembly a few years back 
lIe said that he looked forward to the day when the Fund would be ad· 
ministered by an Indian body correspondiug to the National Debt Commis-
sioners and the Public Works Commissioners in England, the money re-
quired for the Fund being raised in the open market by the controlling 
1lody on the security of its own assets. May I ask the Honourable Mem-
ber .when this prophecy is going to be fulfilled? 

S!r, . the Meston Settlemel!t was always charged with the potentialities 
of frictIon and that heavy millstone. it is happy to see, has been finally 
removed. But as a representative of Bengal I appeal to the Government 
t ro ~  the Honourable the Finance Member to remove at least partiallv 
the ne a~tles ?f Bengal. Bengal, Sir, having the largest population among 
tire PreSIdenCIes pays to the Cent·ral revenue about Rs. 29·37 crores ~t 

~  a total revenue. of a.bout 40-7 crores raised in the province, whereas 
Bombay and Madras WIth a less population pay less to the Central Ex-
:hequer thoug? in Bombay almost the same total amount is raised. Sir. 
It has been saId t~at the export duty on jute is not paid by the cultivators 
of Bengal ... Jute IS no on ~r ~ monopoly commodity and under the pre-
~ent condItIons of the cultIvation of jute and its substitutes not on}" 
~n Bengal but in some other parts of the world, the Bengal cultivatora .:if 
lute ~an n t ~t feel the burden of :incidenct' of taxation on jute. There-
fore, It IS eq.Ultable that at least some portion of the export duty on jute 

o ~  ~e gIven to Ben_gal. ~orao er  1ihe basis according to whieh a 
ProvmClal ~ ern ent IS entitled to get a portion of the income-tax ill 
·notan eqUItable one for the different provinces. For Bengal the yeer 
• ~-  ~ aD abnormally proaperous one while in the eaae of BomhcY 
tlud o~ t rs It was more or le88 a normal one.' Therefore· Bengal hu beeft 
llracbflally permanently deprived of her porti<>n of the 'income-tax. 
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00miDg events cast their shadows before. Sir, the Finance Member 
.. given a picture of the decrease of protective duties in the futme. 
Beoently a cry has been raised in international economic centres that. 
tariff is a cause of many a conflicts, economic and military. But, Sir, 
ill.. international economic centre is a rendezvous of internationlll 
fiutmoial dacoits. The originators of that cry are the great industrially 
developed coUlltries, and the speech of the Finance Member regarding this· 
gives the impression t,hat the Government in t,he future is willing to harnetl& 
11 dwarf with the giant, I mean thereby India, an industrially undeveloped 
country, with those highly developed. Sir, in those remarks of the Finanoe· 
Member I smell an air of suspicion. During the last few years the United 
Kingdom has lost a great percentage of her trade with India:, especially 
her export t,rade. Therefore. Sir. it seems very difficult for me to say thatl· 
the Government is not seeking the earliest opportunity for British preference 
in India at the ('ost of India. 

Sir, one word more and I have finished. The Indian Government is 
notorious to get the excess and supplementary grants always P88Sed. Bir,. 
in this respect, I should like to draw the attention of the Government tIo 
the words of one of Government's financial experta-I mean the Righ' 
Honourable Hilton-Young. He says in his book called" The Financial 
System of England": 

"Public control of public "xpenditul'" depends for its efficiency in large meuure 
en the financial scheme for the year being presented to the House and considered and 
approved, once and for all. as a whole. To allow the scheme, once approved, to be 
treated &8 something still fluid and liable to extensive modificationll mUllt infuait.e11 
~  effective oontrol and supplementary estimatll8 are the DW8t harmful way of 
doing so. To make anything but the moat restricted use of them must deprive the 
whole system of supply of its meaning and utility." 

JIr. B.. E. ShaDmukham CheU)" (Salem and Coimbatore cum Nortli 
Arcot: Non-Muhammadan Rural): . :Mr. President, my Hono\lrnble 
friend Mr. Birla made some very serious charges against the Honourable 
the Finance Member in his speech yesterday. The substance of hi" 
charge is this, that the Honourable the Finance Member in rei enti~ t') 
this House the nation's balance sheet h88 presented it in such a way thd 
if it were a company's balance sheet, the person responsible felr that 
balance sheet would be hauled up before a court of law. My Honourable 
friend Mr. Birla gave BOme facts and figures in support of his contention. 

'!'lie HonouraJ»la SIr BuU Blackett (Finance Member): He mention .. 
ed none. 

JIr. B._ E. ShaDmukham Chatty: He mentioned at least the accrued 
liability on the Post Office cash certificate bonus. At least that is sub-
stantially accepted. Well, Sir, to-day, in the short time at my disposal, 
.1 propose to show that in the Budget that the Honourable the Finance 
Member has presented he has perpetrated two of the most serious fallacics 
known to logic, suppre8sio veri and 8uggestio fal8i. 

Sir Walar Wil1soD. (Associated Chambers of Commerce: Nominated 
Non-Official) : That is not· fallacy. 

JIr. B: K: BhamnuldaaDl Chatty: I 'am afraid my Honoura.hle friend 
~ a  'not read l()gic. In supPort of my contention I" wili take into considera-
JtlOIi the imuysis of the· debt position of the. Go:vel'l,lJDeJ:lt of Initio. as re~ 

• 
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aented by the Honourable the Finance MelDbal!. Ia the Explanatory 
MeIll'Ol'a.ndum· of the Financial Secretary it is stated at page 14 t.hat: 

"in the five yeart ending the 311t March, 19?5, the reduction (that iI, in iDtereIt 
.chargee) il fully 40 per cent. and ie, among other thinp, an indication of the extent 
of the replacement of unproductive by productive debt... . 

In the speech Qf the Honourable the Finance Member, at page 31, be drawiJ 
attention to the fact that during the five years from the 31st March, 19'13, 
4be unproductive debt haa' been reduced by 76 crore!;. The productive 
-debt on the 51st March, ~ according to his statement, stood at G24'14 
crores and the unproductive dtllbt at 254'74 crores, and on the 31st March 
1928, the productive debt stands at 812·88 crorel! and the unprOf.1uctive 
debt at 178·73 erores. From these figures he wRnts U8 to draw the ('.on-
elusion that during the five years of his stewardship of Indian finances, ht' 
has reduced the unproductive debt by 76 crores. Sir, thiii statement 
rivetted my attention on the debt position. It took me sonte consiJlerllble 
time, not having a Secretary sitting behind me, to find out wherefrom the 
Honourable the Finance Member managed to get these 76 crores in the 
course of 5 years to enable hint to reduce the unproductive debt to that 
'extent; and after some amount of examination of the budget papers I found 
<>ut that the resources that enabled him to achieve this great result nre as 
follows. During these 5 years he had realised surpluses to the extent t)f 
about 14i crores. I am not taking into account the windfalls that he got. 
In the same period he set aside for the sinking fund 22} crores, and in tbe 
'Same period he has brought about a reduction in cash balances t{) the extent 
of Rs. 24 crores and he has utilised an antount of Rs. 25·2'1 crores being 
the railway depreciation and reserve funds. These figures amOUl1tt{) a 
total of Rs. 86'27 crores. He has utilised these resources that were in his 
hands for productive purposes like railway const·ruction and wants us to 
draw the conclusion that he has thereby reduced the unproductive debt ~ 
Rs. "76 crores. 

'. What is the meaning of reducing the unproductive debt? There is no 
such thing as replacement of unproductive debt by productive debt. ('I'he 
HOnOtll'able Sir Ba.il Blackett: "Why not-r') When an unproductive 
debt has been incurred for certain purposes, until that unproductive debt 
has been wiped off, it doea remain as an unproductive debt.' It is :Ibsurd 
to say that "I have replaced ~ unproductive debt bv productive debt." 
Such a statement has absolutely no meaning. My Honourable friend is 
certainly entitled to utilise the resources in his handa in investing them' for 
productive purposes. I am not finding fault wi£h him for that, but to() My 
that by this means he has reduced the unproductive debt is, to say the least. 
absolutely misleading. The only way, the only legitimate way by which 
y.u can reduce your unproductive debt is by setting apart a sinking tuna 
for that purpose and paying off that unproducfive debt. That is t·he (\111. 
way in which an unoroductive debt ean be reduced, and if that criterion 
is applied the unproduetive debt during the last 5 years has been ~l 
to the extent of Re. 22·50 crores Rnd not to the extent of Rs. 78 enl'H. 
(An Honou1'able Member: "Quite right".) I Rm prepared to concede tlmt 
nry Honourable friend is legitimately entitled to use his realised surp)useR 
for this !>llrpose; and /living him' the fullest credit for these thinRW. the 
unproductive debt has been reduced during the last ,; years by Rs. M 
ilr'Ores and not by Re. '76 crores. Sir, I will give an n ~ to substantilllt-e 
Illy contention. Suppose I have got its. M takbs of wbicli I haft' m-.en..d. 

• 
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Rs. 50 lakhs in productive enterprises and Ra. 10 1akhs in unproducti\l8' 
enterprises, and suppose I have in my hand Rs. 5 lakhs, part of which jp, 
my bank balance and part of which represents deposita given to me by 
some of my friends. Next year I utilise these 5 lakhs in my hand in pro-
ductive enterprise, and then I want others to believe that my debt rtlUla.ins. 
the same, i.e., at Rs. 60 1akhs, I have increased my productive debt to 
Rs. 55 lakhs and therefore I have reduced my unproductive debt from 
Rs. 10 lakhs to Rs. 5 lakhs. Such a stutement would certainly be 'lbflu\'d, 
and that is the position which t,he Honourable thp Finance Member wanb 
us t.o believe. 

On page 31 he gives a statement showing the Debt of India. He ilt 
rather careful in using words. He says, "the Debt of India." I s ~ 

he does not want to confine himself only to the public debt of India,. 
because if the statement purporta to give a sUImnary of the public debt 
position of India, then he has to include in his figures oniy what are calJed 
permanent and floating debts. The permanent and floating debts on the 
31st March 192'7 are Rs. 415'91 crores. To this he has added other obliga-
tions, that is, Post Office savings bank deposits, cash certificates aatl 
provident funds, and these he shows as Rs. 107'21 crores. Well, Sir, if it 
is the intention of my Honourable friend, the Finance Member, to give an 
accurate presentation of the debt position of the Government of Indill, thtm 
it, was his duty to show all the obligations of the Govel1lDl'ent of Iadil\ Gn 
which he has to pay interest. This figure he has given as Rs. 107'21 crores 
on the 31st March 1927, whereas on page 297 of the Finance and Hevenue 
Accounts of the Government of India for 1926-27 I find that this figure' is 
Rs. 133'05 crores .. Rs. 133'05 crores represents the obligations of the 
Government of India bearing interest. Therefore the t.otal liabi;ity of the 
Government of India in the matter of other obligations is Rs. 133 crores 
and not Rs. 107 crores. He has omitted to show Rs. 26 crores of the 
obligations of the Government of India from the debt statement that he 
prt'sent.erl in his speech. I say that comes under fjllppre88;o ,'eri. If 
these Rs. 26 crores are added, what is the position? On the 31st March. 
1927 the unproductive debt will not be Rs. 200-81 crores as shown in the 
speech but Rs. 226'SI crores. That is to say, he has not chosen to) show 
Rs. 26 crores in the debt statement that he has given. J would like to' 
know from the Honourable the Finance Member what is the justification for 
not showing thi;; enormous amount of Rs. 26 crores in the debt statement. 
So far as J have been able to find out, he has not shown in that statement 
Rs. 19·as crores, being the railway rlepreciation fund and the railway 
reserve fund. Surel\' , at least after the !,:ppnration of the rAilwav finance 
from the general finance of the coimtry, whatever amount t3tuuds to the 
credit of the railways in the form of depreciation and reserve funda lifbst 
be considered as a liability of the general revenues towards rRilway 
revenues: and I ask, what justification is there for the Honourable the· 
Finance Member for omitting to show this huge lia.bility of nearly Rs. 20 
crores in the debt statement? I suhmit, Rir. thAt this is suppressio veri. 

In paragraph 29 of his speech, speaking Rbout surpluses, he says that 
in future  also: 

"Substantial savings may be expected to accrue in fut.ure, as t,bey have done iD 
the put, under interest on deadweigbt debt." 
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This statement, I submit, is .uggestio lal.i, and it is for this reason· My 
Honourable friend says that there will be a surplus in future years h"enuse 
. there will be a substantial reduction in the interest on deadweight charges. 
I submit that if there has been a substantial reduction in the interest on 
deadweight debt in the last five years, it is because there have been sur-
pluses, Bnd it is because he has utilised these surpluses in pl"Qductive (·nter· 
prises. Therefore, the reduction in interest on deadweight debt was A 

result of the surpluses and the surpluses were not the result of a reduction 
in the int,erest on ileadweight debt. I suppose it is too much f0r the 
t ono lra ~e the Finance Member toO understand. 

The BODourable Sir Bull Blackett: I have  entirely failed tc follow. 

)[r. R. K. ShaDmukham Ohetty: I can explain it to you once more 
becII.U!'1e it is a very serious point. My Honourable friend says in his speech 
that in future he feels confident there will be a surplus and he gives as 
onl' of his reasons for his belief the fact that there would be a substantial 
saving in the interest on deadweight debt. My point is this. In the 
pa.!'t there has been a substantial saving in t.he interest on deadweight debt 
e a ~e t.here have been' surpluses and these surpluses he bas utilised in 
increasing the productive enterprises. Therefore. the savings in intered 
·wt're II. result of the surpluses and the surpluses were not. a result of the 
savings in interest. I hope my Honourable friend the F'mance Member 
has understood my point 

'!"he BOIlO1Irable SIr Bull Blackett: No. 

Mr. R. K. Shalmiukham Ohetty: Then I pity him. I am afraid I caD-
not. make m;vself more inteHi/riblt' than t'h!s. 

1Ir. Gaya Pruad SiDgh (Muzaffarpur cum Champaran: ~on- a

madan): Give him one more chanee. 

JIr. B. K. Shamnukham Ohetty: This is suggestio falsi. It suv.gests as 
the effect what is the cause. Surplusf!s are the cause of the reduction of 
interest and not t,he effect. 

The Bonourable Sir Bull Blackett: What is the eause of the surplus' 

1Ir. R. K. Shamnukham Ohatty: Heavy ta.xation. I am going present. 
ly to proVE' how you got :vour surpluses. As I stated the only way by 
which you can reduce your unproductive debt. is to la:\' aside a sinking fund 
for the purpose and payoff t·he n ro ~ti e debt. 

. 1Ir .•. A. • .J1nnah (Bombay Cit.\': Muhammadan Urban): It does not 
require brains to produce a slIrplul'l. You haye to tax. . 

JIr. R. K. Shamnukham Ohetty: In this connection I would just like to 
makE' an observation on the wav in which t.he accounts of the Government 
are kept in this respect. So far as I have been able to understand the 
Finance anil Revenue Accounts, the Government of India do not. keep • 
aeparat,e account of their unproductive debt. They keep an account which 
shows the total volume of their debt and the,' have got another aooount 
which shows the various items of productive' enterprlsein which their 
debts are being utilised. Now from year to year they deduct from their 
total debt the amount of delit they have invested in productive enterprise 
and whatever balance remains is· called unproductive debt·. I submit that 
• is not the proper way of maintaining accounts. . 



'1186 

. ft8. BCIIUI8I'abIe SIr BIIU Blacke_: Why? 

. 1Ir.:a. E. Sbaamukham Ohe"y: That does not enable this HoUBe to 
appreeiat-e the real position of the Government of India. with regard 110 ua-
productive debt,. What ought to be done is this. A separa.te account mutt 
be maintained for unproductive debt and the amount that you set apart for 
sinking fund and the alllount that you get by your realised surpluses must 
be utilised in purcha.sing off securities llnd cancelling them. Tha.t is the 
only way of reducing unproductive debt. 

The Honourable Sir Basil Blackett: Wh.v? 

JIr. R. X. Shanmukham Che"y: What is the other legitima.te source 
that .you have got. for reducing unproductive debt. You are not going to 
utilise the railw!.\y depreciation fund to write off your unproductive debt. 
You are not going to utilise the reduction in cash balances to wipe off your 
unproductive debt. Surely that does not mean wiping off unproducti'f8 
debt. I therefore mainta.in. Sir, tha.t the way in which the debt p08itioa 
has been presented is. to say the least. absolutely misleading. 

My Honourable friend has taken some credit for bringing about sur-
pluses. I think it was in the International Financial Conference in 
Brussels in 19'20 tha.t a Uesolution was passed to the effect that the country 
which accepts the oli ~  of budget deficits is treading the slippery paths 
which lead to· general ruin, and that .to escape from that path no sacrifice 
is too great. I do not know if my Honourable friend the Finance Mem-
ber was present at the International Financia.l Conference at Bruaaels, 
but certainly he has tried his utmost to put in practice this Resolution and 
he has brought a.bout surpluses. That he has brought about surpluses 
there is no dispute about, because the. budget figures show that he hu 
brought about surpluses. But, Sir. surpluses by themselves are not an 
indication either of financial soundness or of national prosperity. It all 
depends upon how the surpluses have been brought about. If the sur-
pluses are brought about by maintaining a high level of taxation, surely 
'those surpluses will not indicate that there haa heen 8Ounc1 finance or 
national prosperity. It has been pointed out very often that since the 
Wa.r additional taxation to the extent of 45 crores of rupees has been 
imposed. I am not taking into account the teIl\porary doubling of the salt 
tax and things like that. There has been a permanent addition to our tax 
burden of 45 crores of rupees and what is the relief in taxation that we 
got during the regime of the Honourable the Finance Member? Cottoo 
excise duty, 175 lakhs, stamp duty on cheques, 7 lakhs, reduction of import 
duty on motor cars and tyres, 10 lakhs, abolition of duty on mill stores a.od 
machinery, 85 lakhs, reduction of petrol duty from 8i annas to 6 annas, 
abolition of the export duty on tea which is counterbalanced by income-
tax on tea companies .. Well, Sir" I put it to the House whether there 
has been any substantial relief to the tax-payer during the last five years ~ 
The high level of taxation which was justified by war conditions and b, 

... the upsetting of the economic conditions of the world as a result of the 
War has not yet been reduced. My Honourable friend the Finance Mem-
ber ill himself conscious of this. There is in his speech a tone of regret in 
the last paragraph. Speaking about his successors he says: 
. "They win be free to tum their mind. on the one hlllld· to new directio.8 i • 
..ncb money can be _fully laid 4tUt. fOl' India's advancement and on the other baacl 
~ the readjwstment of the burden of taxation and to those reduction. of taxation .. 
welcome to tax gatherer and tax-;payer, alike wliich apart from lOme minor cues .... 
with the one big exception of the cotto" "lrciae mrty iiII've heell' lM!yorlll our rncb in' .. 
term of office." 
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The Honourtloble the FinBDce Member has tiaereiore been CODBCious aI. the 
faQt th&t during his tenure of office he ha'fl not been &bIe to give &01 
.. ubst&otiai I'elief to the tu-pa.yer a.nd that the level of taxa.tionmaintained 
is still a level which is justified only by abnonn&l conditions due to the 
War. I therefore maint&in that the Fin&oce Member should not take too 
much credit for having brought about &0 em of I surpluses. The whole 
fin&ocial position has been beautifully summarised in a leading article ill 
the Pioneer: 

"The Finance Member is deserving of congratulations for his personal gift. mani-
fested in administrative and financial clarity but it will be generally regretted that 
after fi,·e Bu('ocf!llsive budgets there is no evidence of a wide i~ion to offer the tax-
payer any relief." 

That, Sir, puts the whole position in a nutshell &Od that is a very fuir 
presentation of the case and a fair judgment on the stewardship of the Hon-
ourab!e Sir Basil Blackett of the finances of the country for the last five 
'years. 

SI,r Purllhotamdas "I'bakardas (Indian Merchants' Chamber, Indian Com-
merce): Sir, the Honourable the Finance Member claims that this is a 
Budget which both the Government and the country clth view with plea-
sure. I think he would have found many of us agree with him if he had 
said that this is a Budget which the country c&o view without exaspem-
tion. The only reason why the country should view this Budget with 
-equanimity is that there is no new taxation proposed and. that the ~ 

vinces welcome the final extinction of provinoial contributions. The first 
is of course a n~ ti e consolation and the second is certainly a relief. I 
submit, however, tha.t as far as provincial contributions are concerned we 
had come to a point where the Government of India would have found it 
odiffioult to get contributions from the provinces even if they had insisteci 
upon it. At least two majer provinces have deficit Budgets in spite of the 
1'emission and as far as the others are concerned some at least ha.ve had 
to suspend their allotment for famine Insurance in order either to balance 
their Budgets or to show a small surplus. 

I feel that as far as the provinces are concerned. there is nothing which 
ean be said to be on the prosperous side there. Since 1921 pract.ically every 
-one of the provinces has had to add to its taxation. The increase in starnp 
duty and the introduction of the amusements tax, to name only two of the 
taxes whieh are general· in most of the provinces, have been added to the 
war-period tuxation, and 88 far as relief from taxation is con('.erned, I at an, 
rate have still to learn that any province, even prosperous Punjab, ha.'I 
re.ceived ally relief at all. The HonOilraoble the Finance Member asked UlJ 
friend, Mr. Shanmukham Chetty, what is the cause of his surpluses? The 
cause of surplusep.Sit, in the Government of India Budget can surely he 
'Said wit·hout any fear of challenge to be this: liDat taxatiOll is at the sam. 
level as duriAg the w&r'-period, nay, has been increased ill the p08t-W8l' 
eri~ ~ilat every other. country which had anything like the solvency of. 
India when the war was over h8s' given a substantial reduction in *ax.tion, 
If ~ri ei  of roRtmooities have fallen, and if the pay of your services--and the 
maJor mu·t ~ the'set'Vices, Sir, issubordina.te-is loweI\ could 8llybody. ha .. 
helt;led s ~ll  with the same l'IUlfreof tuation'? What is the good of 
~  .. ~ :ia file N&IIQIl oll'lurplu888? I wit} )lot refer to tile adventitio8 
pili tit •• the F..in8ll8e Member'. B i~t ROt irobJ. the' Clhange ill the ratio. 
I Jenv(' lhat on one sidE'. ~n with the heavy fall in prices sine.e 1920. it 

• 
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you retain your taxation at the same level all during the war-period, is it tiDy 
good asking us to tell you what was the cause of your surpluses? 

As far as the Central Government is concerned, Sir Basil Blackett him-
self has confessed that with the exception of the cotton excise duty, a 
reduction in taxation has been beyond the range Of his tenn of office. I 
would like at once to again mark my !lense of relief at, and appreciation of. 
the effort,s of both the Govemment of India R,nd of the Legislature in re-
cognizing the unwarranted nature of the cotton excise dut.y aDd for the relief' 
t.he cott.on industry got from it as early as the Government could see their 
way to do so. But nobody cnn claim-indeed I have not heard anybody 
say-th'lt this reduct.ion in taxation has been pl'emature or has put the-
industrv on velvet. Even with this reduction of taxation, Sir, that industry, 
the cotton industrv of India, the first :lnd the foremost of the nutional in-
dustries in India is'to-day, to say the least of it, in a most perilous condition. 
The Honourable the Finance Member very discreetly omitted any re eren ~ 

to the condition of industries in India, Every country in Europe, a review I)f 
whose prosperity and financial condition one reads in recognized finaneitll 
papers in the West, judges its Budget or its prosperity from-what? From 
the condition of industries there,-oortainly from its exports-most of tlWlll 
are countries which export manufactured articles-and from the prosperity 
of their people. Regarding the prosperity of the people of India I do not 
know what index will be accepted by the Finance Member: but if income-
tax does in the Elightest degree refleot it, there is an adlmission that the 
figure anticipated by the Finance Member this year has not been reached. 
In full hope, however, the Finance Member budgets for a higher figure next 
year. Let us all hope that it will be realized. But if he has to learn from 
past experience and from facts 88 we Ree them to-day, there is no doubt in 
my mind that he is lea,ving a rather bad legacy to.his successor in this matter. 
Sir, the question of the purchasing power of the masses is again one which 
the Finance Member discreetly omits reference to. The importers complain 
that they find a very indifferent market, if any, for their wares, 1'he local 
manufacturers find that. as far as their manufactures are concerned, thev 
cannot move them. What. Sir, is the reasOn of all this.-after having i ~ 
or six successive good agricultural seasons in India? Can it be anything 
else, except that. the purchasing power of the masses has been shattered ~ 

the currency policy followed in the last three years? And to say that that 
policy deserves the congratulations of this HOUSEl-to my mind, Sir, only 
bespeaks the ignorance of those who make such remarks. 

The Finance Member savs that "a noticeable feature of the trade returns 
for 1927-28 is the reduction in the net imports of treasure by 6i crores in 
the first ten months of the current yellr." I am quoting from pa1'8graph 3 
of the Honourable Member's speech. When I .read this or rather heam 
this on the 29th of lost month I felt ,8 little amused. The one a r ~ 

against IndiA, Sir. all over Europe has been that whenever India has a pros-
perous year India imports silver and gold. Does the Finance Mem-
ber think tha,t during the last 12 months this tendency of the Indian maSRSS 
has undere-one a change for the better owing to the preachings of the 
Finance Membet'? Or is it due to his policy that India hAS not imported 
~ol l and silver but hAA imported something else? Surely, ,Sir, the Fina.nee 
Kember and·his supporters will not claim that the masses of India are Hable 
to lea,ni things ~arin  the short, period of ten months or & year. Th. 



eorrect inference, Sir, is, not that the masses are prospering: if' anybody 
. is prospering, it is the upper cl8SSes: for t e~ latter do ~t import g?ld! 
and silver,-they import diamonds and motor CBl'B. I admit the reduction 
in net imports of treasure is Ii sign wbich must not ~ overlooked. Whenever' 
India has had prosperous years as far as its agricultural 'masses are. con-. 
cerned, India imported gold and silver. I do not approve of that, 1,1 
am painfully aware of the distress that this tendency of the as~ ~o t 
on to India by their importing treasure to the extent of ?8 crores 1!l the 

• \'ear Hl23-24. This frightened England and led hp.r to d(WISe the' policy of 
keeping India awny from gold·.-which is the basis of thp. ~en  reserve· 
of every country in the world burring India. Whilst J am pamfully aware· 
of all this, I only wish to point. out· tha.t the inference which ~ e i ~ l  
Member wishes to be drawn is unwa1Tanted and is thoroughly mlsleadmg. 

Sir, the two prominent fea·tures of this Budget have heen referred to 
with due emphasis lIIId, if I may say so, with fair accuracy by the two· 
previous speakers,-I melm .my Honourable friends, Mr. Birla and Mr. 
Shanmukham Chetty. I do not wish to repeat the details. I wish, however, 
to supplement what they said by one or t ~o further remarks which I think 
will make the picture more clear lIod fuller. The uncm'ered liability in 
respect of the Post Office cash certificates and of the five per cent. premium 
on the 19"28 bonds is called bv the l<lnance Member as a bonus in one of the 
later paragraphs of his speecl\. that is paragraph 28. In an earlier paragraph 
(paragraph 24) the Finance Member, however, does admit that it is in the 
nature of deferred interest.. If the 5 per cent. premium on the 1928 bonda· 
and the discount 'which the Govemmp.nt of India allow when a man buys . 
a Post Office ca .. h certificate are both in the nature of deferred interest, 
may I ask how he was justified. or rather how his Department was justmed 
in overlooking provision for this deferred intert'st in prE-vious years? I sob-
mit-and the inference cannot he chHlIenged. it certainly if; not unfair-
that"this may have been kept back in order to get through the measure which 
Govemmt>nt wnnted to get through Ilist year. We are thi!l year taken int:> 
confidence, the result being an unfortunate legacy if; I('ft for the successor 
of Sir Basil Blackett llnd for the future ARsemhlies. at least during the 
next three or four years, who will have to provide for these amounts in, 
fut·ure Budgets. Sin. in legal parlance an~ t in  like this happening in the 
blldget,R or balance Rheets of comlmet"cial conCE'ms would have beE'n called 
"fraudulent". J do not wish. however, to challenge the bona fides of the 
Finance  Member. He has from the verv Rtart when he assumed office 
arrogated to himself the privilege of doing' things as suited him and not as· 
they should have been done by convention lind by custom recognised all' 
over the world. He has been perfectly frank about it. Whenever' it 
suited him, he said. that all discount must be written-off in one year. My 
friend Mr. BirIa gave an instance of it yesterday. 'When it does not soi~ 
him, he a.sks us to follow a slo"'-er policy, steadier policy, of spreading a 
liability over a period of 5, 10 or 60 years. Sir, he has overlooked the 
liability that has to be met within the next "ear or two and he has faced 
liS to-dny, Sil'. on the eve of hisdepa'l'tnre with a liability of 5£ crorea-to· 
say nothing of a bigger JiQ1bility. Sbould there be a. financilll ~risi  next 
year and people present their Post. Office cash certifica.tes to be discountell 
in Il larger measure than my Honourable friend oounts upon, the net liabilit, 
for interest accrued is greater. We are, however, only talking of foreseen· 
things and not unforeseen when we refer to the figure of. Bs.6ferona, 81lIP 

• 
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this neglect, Sir, is not one which could be allowed to be passed ill. .u. 
House without the severest condemnation. 

Regarding, Sir, the other question of the reduction of debt, my Honour-
· able friend Mr. Shanmukham Chetty has dealt with it fairly fully. All 
that I wish to point out in addition to ",ha.t my Honourable friend has 
said is t ~t in conversion of the English debt from sterling into rupee there 
is a gap of at least 57 crores of rupees due t.o the appreciation of the rupee 
ftom lB. 4d. to Is. 6d.; and my Honourable friend hns taken-whether he 
should have or not I am not expressing an opinion on, I am only drawing 
· a.ttention to it-has taken full credit for 57 crores against the unproductive 
debt. Sir, a further PUllhing up of the rupee to lB. Sd., and then to la. 10d. 
will perhaps show a credit balance for your unproductive debt. I venture 
to ask how is this a policy which C8II. earn anything like approval-leave 
aside, Sir, congratulation-from this side of the Jlouse? If y.ou really 
wanted to credit 121 per cent. unearned increment which you got 
at the expense of the tax-payer and the agriculturist of India, the fairest 
t.bing would be to spread it oyer the two brnnches of your debt, productiYl' 
and unproductive. Is it contended in all sel'iousness that the assets against 
the whole of the productive debt "ill remain at exactly the same figure 
· despite th-e appreciated rupee and that your dead assets of unproductive 
. debt alone should ha.ve credit for it? Sir, one does not wish to use any 
expression which may be said to be severe, but this at any rate is to my 
mind jugglery of the highest order. 

'fo point out that the unproductive debt has gone down from 254 crorea 
to 178 crores, or rather from 260 crores on the 31st March 1924 to 178 crures 
at which the Honourable the Finance Member puts it on the 31st March 
1928, that during a period of four years, the unproductive debt has gone 
down by 81 crores,-if that, Sir, was correct. accurate or even understand-
able, I submit. we certainly would congratUlate the country and the Honour-
: able the Finance Member on it. Look at the items, Sir, which the Honour-
able the 'Finance Member appears to have·taken credit for in t·his. I under-
"toad that he aecepted as correct. the various items which my Honourable 
friend Mr. Shanmukham et~  mentioned, One of these, Sir, is the rail-
way reserve fund and depreciation fund. Sir, how do these funds belong 
t~ the Governmeht of India, I venture to ask. It makes me almost -shudder. 
Does the Finance Member-(Laughter from the Official Benches) it will 
/make you shudder very shortly--claim these funds as the property of the 
Government of India in the Finance Department? Or do they hold these 
funds in trust for the Railway Department? Do y.. really want us t. 
renew the Railway Budget convention, the separation of the Railway 
Budget '! By what stretch of imagination do you look upon this as money 
which goes to reduction of debt? Is it your intention never to spend any-
thing out of this money? Have you only trapped the Assembly by sa.ying 
"Set this aside and you can ha.ve it for the Rai1ways whenever you like." 
I ask ~- Honourable friend Sir George Rainy to be cautious, to bewa.re. 
Md not t{) agree to this item appearing in reduction of debt. I know, Sir, 

-. tlJat the country will not agree; we on this side will not think of renewing 
... _pwlltian of the Railway Budget if the railway reserve to the extent of 
. W) eNJreII ak. to be taken ~air lt reduction of unprCRiUt'.tive debt. Sir, the 
-finaaee:&!oember and the. Finauee Department of the Governttnent of Inaia, 
m faet 1 "ould say the Governor (leneTfll in Council, Rrb the trustees '01' 

• 
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these two ronds. They cannot touch them without. our sanct.ion and fie use . 
....... the ted1.li8$ioB of unproductive debt. is to say the least of it most 
.  ' •• n ~ and thorougbly unjustified. 'I'ake, Sir, the other figure of 24 

_ .... 1 tme calill balance which has been taken against this. The credit 
.. tbi81lMght have gone to the Fina.nce Member who left such a substantial 
_  « _ Cl'Oft!I8 more in 1923 than what the Honourable Member chooses 
tID leMe tlo-aay. All that can be conceded is that the loss of interest on 
tile -msinoe 1923 i. l!IIJlaIler owing to smaller cash in hand. • 

Sir. D1any have been the congratulations, either wholehearted or' 
.IIa1ting, which ha.ve been sought to be given to the Finance Member. 
t~ Honourable Member: "Mostly diplomatic".) Gall them ~te er 

you like; you heard t.hem; I am not go:ng to qualify them any further •• 
Bir, many have these been. If there is anybody either within this House 
er outside, who thinks that owing to difference of opinion between the 
Finance Member and Members on this side of the House, we, or any one 
ef us,-and I have had the largest difference ()f opinion with the Finance 
Kember-are withholding our tribute to him if be deserves one. he is greatly 
mistaken. (Hear, hear.) Those who work in public life are destined to· 
differ from each other. Few of us, Hir" carry that difference of opinion into 
private life and few would there be who would deny a just tribute, espe-
cially on the eve of 8 Member's departure, if we feIt that he e:ther had 
9amed it or deserved it. (Hear, hear.) If, therefore, we on this side 
cannot join the uthers who t:hrow bouquets. garlands :and wbat not, at the 
Finance Member ·sinQ.e yesterday, all that I can say (The Honourable Bir 
Bail Blackett: "And suit case.s ".)--1 may refer to that when t.he police 
80urt case is over, let us not talk of the suit case to-day-I would only 
lilly that nothing can qua1ify a Member of Government for appreciation or·' 
approval from this side of the House unless he has shown full de8ire and 
alJility to !Ulrve India's true interests in his part:cular sphere of aet.ivities. 
12 N My Honourable friend over there. Father Christmas  as he is 

A 001'. called by his pet name, talked of the many social qualities of 
Sir Basil Blackett. Sir, this Assembly is not the place where judgment 
·Mn or should be passed as based on a retiring Member's social qualities. 
If we feU in the slightest degree that we could join in that chorus, whole-
hearted or halfhearted as it is, none of us would hold back from it for a 
1Iiogle n ~  We are oonvinced-and I hope I am reflecting the feelings 
of my friends on this side of the House when I say this-that the policy 
that Sir Basil Blackett has followed, although it has shown surplus Budgets 
.• the expense of the tn-payer, has almost strained the tu-paying capacity 
of the people and of the masses. I will not refer to any other pol:cy of 
the Finance Member's Department. We see nothing good in this at least 
.. far as the interests of (\ur country are concemed. Al:\ that I will 88y 
is that the Finance Member had a capital opportunity of serving India, 
InIfI unfortunatelv for h:m and for us in India either he was not free to 
follow the correCt policy or he ohose not to .follow it. The regret is oun 
and should be his too. . 

Sir .Vlctor SUIooD (Bombay MilloWDers' Association: Indian Com· 
merce): Sir. I do not think that anyone in th:s House wiJI controvert the 
point made by my Honourable friend Colonel Crawf<rd yesterday when he 
said that the standing army in this country W8R an insurance" and the House 
~ot fail to agree with me 0:0 the seH-evident pl'OpOS:tion that it is not 
ibuch use paying an msurance premiUm unlel8 you are quite eeri&iD that,-. 
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if there is 8 fire, the loss will be met. In army matters I do Dot pretend 
.to be an· expert. .1 have, in fact, no technical knowledge of any descrip • 
. tion, but in matters pertaining to aviation I ha.ve some small experience 
and I do attempt to keep up.to-da.te. I do not know whether this House 
js aware of the fact· tha.t beyond our frontiers there are aeroplanes capable 
of raiding our northern towns, bombing them and then returning to their 
bases. Tliat is fact number one. Nor do I know whether the House is 
aware that the best defence against raiding &ircraft is to bomb their bases 
and that there is not at the present time in India one single squadron able 
to carry a full load of bombs over the intervening mlluntaiD ranges and 

• carry out this offensive operation which is the best form of defence. 'fhat 
-is fact number two. Sir, I feel that it must be admitted that this is a 
very serious stat.e of affairs And I should be failing in my duty if I did 
not urge His Excel1ency theCommander·in·Chief not only to insist that 
the two new squadrons which we are going to receive should be armed with 
the latest and most up· to-date equipment· but. that at any rate a start 
should be made to re-equip and to ore-ann our existing squadrons. 

Sir, I propose now in the short time ail my disposal to take up that side 
. of the Government activities which is concerned with the collection of taxes. 
The objections that are widely felt by a number of Members of this House 
and a number ,)f citize!ls outside it to giving wider powers to the revenue 
authorities would, in my opinion, be largely met if the administration of 
the law were carried out in the spirit of the Honourable the Finance 
~ e er s speech the other day on the amending Ineome-tax Bill that was 
:before the House. And it would be churlish on my part not to give him 
full cred:t for his »bvious desire on that day to meet the criticisms of his 
opponents. Unfortunately, of late, at any rate. the Department has shown 
:itself, in my opinion, too prone to take the fullest advantage of its le ~ 

powers under the existing Act sndtoo prone to ignore or. at any rate, 
to gloss over pledges that have been given either on the floor of this House 
or" in Select Committees by various Finance Members. One has only to 
read the rules and instructions in the Manual of Income-tax to see how 
these pledges have been put into effect and one has only to examine the 
,claims made by the Department to realise that these rules and instnlCtions 
are not always carried out. I need h!Ll'dly remind the House that where 
. the Department chooses to base its claims on the strict letter of the law 
jt is not permissible to bring forward in defence the rules or instructions 
.contained in that Manual. If we look at the receipts from income and 
super-tax and the cost of collection for the past years-and I have here a 
statement which shows this from 1920 onwards-one cannot but be struck 
·by the fact that in 1920 over 23 crores of revenue were collected at a cost 
of Bs. 15,27,000, whereas in 'the Budget under review we are budgetiing 
for Rs.16,99,OO,OOO at a cost of Rs. 65,84,000. Therefore. in eight years 
the cost of collection has almost quadrupled i+self. The fact that the 
~ ei ts are down. of course depends very largely on questions which have 
n,othing to do with! the cost of coI'lection. That must be admitted. They 
~ e to do with the prosperity of ·the country. (Mr. B. Das made an 
ina ~ le interruption.) It may be said that had it not been for increased 
'expenditure on the collection the dropping of the receipts would have befln 
"'i!ven 18l'g8r than it has been. But I should like here to interject, and thl. 
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",m problibly meet the interruption o.f my friend Mr. -Du, that although 
we have been told that the prosperity of the country has not decreased 
in the last few years, we do know that the revenue in the lut three years, 
in spite of its intensive collection, has fallen in .1927 to Bs.. 15,64,00,000 
from Rs_ 16,01,48,253 in 1925. This wlll show that increued imports and 
.export!! do not necessarily mean increased profits or increased prosperity. 
I do not think that anyone in this House would consider himself anything_ 
hut justified -in sanctioning the increased expenditure necessu-y to increase 
.the efficiency· of tax collection, but I do suggest that we should watch this 
item very jelllou!!Jy and should il9t allow the plea for increased efficiency 
to result in undue and unnecessary ha.rassment of the tax-payer. 'l'he 
House will remember that I brought to its notice the other day the case 
-of II foreign manufacturer who was .mipping his products to this country 
at a Joss,. a fact which was known to the busineBS men in Bombay, and 
at the same time the Department endeaveured to collect income-ta.x from 
him on the proportion of his profits in bis own country. I unders1Jand 
that that demand has now been dropped, but my point is that that demand 
.should not have been made. There is a further example where the revenue 
authorities have gone beyond their. scope. In Ahmedabad the revenue 
authorities had to investigate the spending of money from a Trust and the 
House l~ that trust funds are not susceptible t.o aRsessment for income-
tax. They not only asked for proof that this p&rt:cular trust was in a 
position to give education to the people of this country but they sent for 
the individual teachers and cross-examined them as to what tuition they 
ga.ve and set themselves up as judges as to whether that tuition was 
satisfactory. I de not consider that that is a .duty of the revenue official. 
Should gentJeme-n :If means in this country. of -shall we say-rather more 
than pink tendencies. choose to put 11 fund into trust for the purpose of 
teaching this country to manufacture and throw bombs at the Government--
although I would be the first to ask my Honourable friend Mr. Crer8l" 
to deal with the matter in a dMstic fasbion-I do not consider that i~ 
is within the province of the Revenue Department to decide whether 
those funds shoulcl be subjected to income-tax, because the education 
1)Rered was not advantageous to the State. I go further and say that if 
their t,ime is so little occupied t.hat the:v etlD carryon these duties of 
the Home Department, that should surely be an nrgument against 
-increasing thp Rtaff. The point I !Bm making is that we have a number 
-of enquiries and assessments made which either result in favour of the 
fisseS8ees or £!(·t uropped. RDd t-here is manifold proof that a large number 
-01 them are unnecessary pnquiries and should never have taken place. 
They result in interference with the normal 'activities of the businesR man. 
They make him spend an unnecessary amount of time at the offices of 
the authorities explaining points, instead of devoting his attention to hi!!! 
~ n business. They result in a loss of time, custom and profit. and " 
loss of taxes to the country. And all these activities-and here we come 
to the kernel of the matter---all these unnecessary activitiCls are used. as 
a basis for justifying the demand for increasing the establishment. The 
more they harry the citizen, the more work these enquiries cause, and 
the bigger the consequential need ,for expansion. Increase of establish-
ment -leads to a request for higher status, increased emoluments for Renior 
officers, nnd thus we get increased Demands under the head of "Collection 
of Taxes". Even if we were to take years nearer than 1920, We filid 
that in 1924 the total cost of collection was 621akhR. in 1926 it wu 

• 
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Rlduood to 66·37 lakhs, in 1926 itW88 reduoed to 58'71 lakha., ud is 
.·:i:trises to 61'75 lakbs, and tlbis year we have an inerease to ~ 

1irkhB, in votablE, expenditure alone. an increase of 4 laklts over last year. 

Sir; I feel that the time has come when tbe Government should institute 
.,dspa*mmtal enquiry and investigate in wba.t direction tbe !activities .of 
• De.partment should· be developed, and in what directions they shOliltt 
.. ·ttiaeouraged, and, perhaps, .suppressed. I feel convinced tbat if this com-
mitat-c&rr:ed out it·s work properly the cost would be more tbo.n. made' 
8p by the decreased estimates UDder theBe beads in our Fin·ancial Budget. 
I think the Department should be instructed not to treat tbe average tax-
,ayer as if be was a criminal only out of jail because he was clever 
enough not to be found out. I feel that they t>hould be instructed to· 
~a  a feeling of mutual tolera.t:on and reciprocal respect between 
.-payer and tax col'lector. As it il\, I say, we have them harassing 
the tax-payer. We ha.ve the Income-tax Amending Bills brought befoN' 
UB, which are usually unintelligent in conception and unequal in appEca-
tion, but all adding to the powers of the Department and so also to their 
opportunities of increas:ng their inqwsitorial methods. And so things 
will go un until we reach the conditions which prevail in England, whereby 
retired revenue authorit:es earn very large incomes 1argely in excess of 
wb'at they earned in their State appointment" by starting bureaux of 
iDeome.tlUll recoveries, whereby they assist the tax-payer against the raps.-
eious and unreasonable demands of t.heir erstwhile coJleagues, in return 
for a percentage on t,he amounts recovered I 

One more point, Sir. The Government have been rightly given powe1'8 
to insist on payment of assessment pending an appeal. These powers 
are necessary in case, if the appeal fails., the assessee does not pay the 
amount. In the past these powera have been very sparin:gly used. But 
la~l  there has been an increased tendency to ask for assessments to 
be paid pending appeal. What is the result of this? It is true that if 
the assessee wins his appeal the amount is repaid to him with interest at 
the bank rate. But when the assessee is a merchant, which is usually 
the case, the merchant expects to earn a larger rate of interest than the 
bank rate, and either he has to use some of his working capital to pay 
this amount, or to borrow the money at a rate higher than the bank rate. 
and thus lose the difference between the rate he pays and the interest he 
receives. At the same time you have. the Government suffering under 
this system of forced loans, because Government is borrowing this money 
at tbe bank rate, whereas under the system of treasury bills it could finance 
itself much more cheaply. In this connection I would like to make the 
following suggestion, namely, that in such cases rules should be made 
allowing the assessee to put up suitable security, or he might be allowed to 
furnish a guarantee from an a'PProved bank. In this manner the assessee 
would not be unduly penalised, and at the same time the Government 
would not pay for these loans a higher rate of interest than it would do 
ju normal circumstances. 

Bis ":zcellea.ey the (Jommander-m-Ohief: eir, with regard to the 
. tt~r of Army exnenditure, thouQ'b I have mentioned this subject fairly 
fuUy in BudQ'et debates in this House both last year and the 'PreviouB 
: 'J'IBl'j' yet. I feel it iacumbent OIl; me again to mention somewhat full,. 
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certain facts flnd aspects concerning it which, I think, are not always fully 
understood. I find also that the recommendations of the Inchcape Com· 
mittee are frequently misquoted, especially by critics of Army expendi. 
ture, and I should therefore like to quote verbatim part of the paragraph 
in this report regarding which there is generally so much misapprehen-
sion. After suggesting that the net Budget for 1923-24 should be fixed 
at Rs. ;)7·75 crores, and that the adoption of their recommendations would 
enable the C'stimates in subsequent years to be reduced to Rs. 57 crores, 
'he Committee went on to say: 

"We do IIOt, however, consider that the Government of India should be satisfied 
with a military hudget of &S . .57 crores, and WI' recommend that a close wateb be 
hpt on the details of military expenditure with t,he object of bringing about a, 
progressive reduction in the future. Should a furthn fall in prices take place, we' 
consiiler that it may be possible, after a few years, to reduce the military budget to' 
1\ sum not I'xceeding Rs. 50 crores, although the Commander·in-Chief does not lIubaeribe: 
t(l this opinion." 

'In this connection. I should mention that, with the exception of a 
slight t.empornry rise in ] 925·26. there has been a further progressive reo 
'liuetion in the estimates. 

I would also mention that, since the Inchcape Committee reported, 
it has been decided to charge the Army with the cost of certain services 
rendered by other Government Departments whleh previously were given 
lree: 

Lakhs of R1Ip'JeS. 

Payments to the Telegraph Department for c&I'e of Army 
Stores '30 

Customs duty 32'25 

Printing and Stationery 13-00 

Payments from the Comp&B8ionate Fund to personnel em-
ployed in the Military Department '09 

ota~ 40'64 

The House will have noticed that Lord Inohcape's suggestion was 
that, if prices fell, the cost of the Army in India might be reduced to 
Rs. 50 crores, i.e., a. reduction of RB. 7 crores below the :figure he aocept.ed 
as t!te nonnalbudget. But Honourable Members who have analVBed the 
Military Budget will have noticed that the total aImual expenditure on 
stores amounts to Rs. 11crores only.; therefore, even if them were A 

large fall in prices, it is evident that a cut of the magnitude ariticipated 
by the Committee could not be realised-while as a matter of fsot the 
prices of staple food grains, which mainly affect the budget, far from falling 
have in  general actually risen. To quote figures: 

Wheat, in 1922-23 was Rs. 5-15-0 per lOO-Ibs. It is now Rs. 6-5-0; 
Barley, which was Rs. 3-15·0, is now Rs. 4·6·0; 

Gram, which was Rs. 4-11·0, is now Us. 5·0-0; 

Dal, which was Rs. 6-4·0, is now Rs. 6·12·0. 

, The only commodity on which there has been a decided reduction iB 
price is ghi, whieh has fallen from Re. 93-5-0 to Rs. 88; but I must mention 
the fact that this fall in ·price is not due so much to 1\ reduction in the 
market price as to better arrangements that we have bpen able to make 
by the central purchase of this commodity. 

B 
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. .I cannot but ~ in  that, if the lnchcape Committee had been in 
possession of the above facts, they would not have made the suggestion 
thElY did, and, when the lHouse has heard them, I think it will agree that 
it must be impossible to look for any substantial reduction of expenditure 
in this respect; while it must be equally impracticable to look for 0. reduc-
tion in pay chargtls sufficient to enable us to reach the figure of the 
Retrenchment Committee's pious hope. As these two heads account for 
Rs. 31 crores out of total amount of Rs. 48 crores spent on the Standing' 
Army, it must be improbable that, however strict a wo.tch we may keep 
on expenditure, a further progressive reduction on any appreciable scale 
can be expected. Indeed, we are at prelilent going short both in personnel 
and equipment of many thiOigB whioh we regard as essential requirements:-
and which we have to try to get right gradually by such, economies as we 
a.re able to effect. 
I have noticed, too, that recent criticism of the scale of Army expendi-

ture in India suggests that there is an idea prevalent that the whole of 
this expenditure is unproductive, and also that it contributes .largely to the 
drain of money from India to ttJ.e United Kingdom. It is true that in· 
India, as in other countries, t.he expenditure on defence services must be 
regarded  primarily as a payment in the nature of a national insurance 
premium, but it by no means follows that it is entirely unproduetive. Tp 
emphasise t.his point, I should like to quote a few figures. 
To take first the question of the drain of mODey to the United Kin;g,... 

dom, it may be noted that, 'of the total gross expenditure of Re. 56'72 
crores, the amount spent in India is Rs. 43'65 crores (77 per cent.) and 
in t.he United Kingdom Rs. 13 crores (23 per cent). 
In the case of these Rs. 13 crorcs spent in England, India gets direct 

value for more than half of the expenditure in the form of stores un-
obtainable in India or in the shape of trained personnel; while in the 
case of transport charges and contributions towards His Majesty's ships, 
India gets a return in the form of services rendered. 
I will now tum to the Indian portion. i.e., 77 per cent. of the expendi-

ture, practically the whole of which remains in India. A certain amount 
of the money issued in llay is remitted to the United Kingdom, but 6S 
far as can be ascertained, this amount is not appreciable when compared 
with the total expenditure-in fact, I think it may be assumed that, of 
the Rs. 43·65 crores in the Indian portion of the estimate, Rs. 43 crores 
are actually spent in India. 
It is of course impossible to attempt to make an analysis of the ulti-

mate destination of the whole of the Indian expenditure. It can onlv bf' 
said that large numbers of persons, entirely outside the Army organiza-
tion, dellend tor their living wholly or partly On the Army in India. In 
80 far, however, as the destination of. the money can be traced, I will 
mention a few items. 
In the first place, substantial sums return direct into the pocket of the 

Central Government in the shape of tnxes. TIie lRrr,er items are: 

CuBtoms on imported stores 
Income-tax on officers' pay 
Other central taxes, say 

Tofal taxes . 

Lakha of Rupees. 
32 
56 
13 

100 
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Then there are other outgoings from the Army Budget which, though 
. they are payments for goods supplied or services ,fendered, appear al 
receipts under other heads of the GovernmeD;t of India.'s Budget: 

• 

Lakhll of Rupe9. 

Rail transport chargell 

POBt, Telegraphs. and Telephonee 

Printiag and Stationery 

160 

17 

13 

Total ISO 

• 

And, Sir, turning to the criticism that the Army in India is maintained 
·at its present standard at the expense of the development of the nation-
building services, I should like to point out tha.t, so far as the Indian 
.Army. is concerned, the Army is itself a nation-building organization. 
{An Hono1t,rable M emb6T: .. Question. ") I will not press this· point too 
tar, but it is clear that service in the Army teac.hes the virtues of courage, 
.duty, . obedience, co-operation, and good comradeship. Moreover, the 
Indian soldier is as a general. rule better fed, better clothed, and better 
Doused than he is in his own village-he leaves the Army infinitely better 
educated and a. better citizen than when he entered it, and he is instru-
mental ip. promoting a higher standard of living in general. The outcry 
that is raised by any community when it is denied the privilege of enlist-
ment in the Army is sufficient proof of the estimation in which the Army 
is held as an avenue of employment, and as a e i~ for maintaining 
-or raising the status of that particular community. 

Even the non-effective charges in the Indian portion of the expendi-
·ture, which amount to Rs. 31 crores, have'a directly beneficial effect on 
the country, both material and political. Most of the pensions go back 
directly into the land, and, to use the negative argument again, the value 
attached to them, small as the individual payments may be, is shoWn 
by the discontent when anything goes wrong with the system of distri-
~ tion  

And apart from the general naijon-building effect of service in the 
Indian Army on tAre people, I am sure the House will be interested to 
bear that the Army Estimate.. include large sums which are expended OIl. 
-directly nation-building services, 6.g.,-

Lakha of RUptiell. 

General educa,tion(excluding the higher military training 
of officers) .  .  •  •  .  .  .  • 38 

Sanitation: • 

Administration of Cantonments 

,Anti-malarial meaalU'e' 

17 

8 

2 

Total 65 

B2 

. \ 
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[H.E. -the Cemmander·in-Chief.] 
In addition-there are Departments which, though they are organized 

primarily to provide for the needs of the Army. have a definitely natioD-
building influence. Among these I may mention' 

RemouILt Department. anlZ Grass and Dairy Farms. 

The first-named has raised, and continues to raise, the standard of 
horse and mule breeding in Ind!a by maintaining horse and donkey 
statIions, and by the grant of concessions to private persons on condition, 
01 the production of animals of a certain standard; while the two latter 
Departments have done a very great den I to ruise. respectively, the stand-
ard of fodder crops and dairy produce. 

In the industrial world, too, I can claim that the Army plays an 
i o~ant part. The introduction of modern machinery and methods in 
factories and other an a t ri~  concerns helps to raise the general 
standard of production. and this improvement is also promoted directly 
by the strict inspection of goods purchased from private manufaatureftl. 
We are also, on a small scale. giving direct help to the development of 
Indian industry _ by the grant of subsidies to enable manufacturers to. 
start the production of commodities which have not hitherto been o tain~ 

able in India up to the standard required. Further. the Army does not 
n~ le t the welfare of its labour force. In Ordnance and Clothing_ 
Factories, for instance, we are promoting thrift by the establishment of a 
Provident Fund, and rai~  the standard of efficiency by affording 
facilities for general and technical education; and it is hoped to, do more 
ill t.hese directions as funos become available. Weare also providing: 
the workers with descent house accommodation. 

It is impossible, as I have said. to compute the number of people 
who make their living out of the Army, but from what I have stated, it 
will be seen that the Army is a direct employer of labour on a large 
scale, both agricultural and iadustrial. I may illustrate this by the wages 
bnt (direct payments to labour) of the following departments: 

Agricultural 

IDdustrial • 

[Remount Department 

. i Gras. Farms • 
l Dairy Farm •. r Ordnance and Clothing Factoriel!l 
. tIndian Army Service Coipa workahopa 
Arsenals and Depots. • 

Inspecting Staff • 

Lakh. of eet ~ 

13 

16i 

5 

70 

U 

26 

Total 147" 

'1.1lis account of the beneficial services which are incidentally rendered 
by the Army does not pretend to be emaustiV'e. It is based on facts as 
they appear in the estimates of military expenditure, and could if neces-
sary be elaborated by the administra.tive autHorities concerned. I am 
merely attempting to show that the expenditure on the Army in India is 
not a dead weight borne by the Indian tax-payer as an insurance against 
internal disorder or external aggression. 

• 



In cOlnlection with actual expenditure" I think it maY' perhaps. be of 
interest to Members of this House to lmow that the Russian o~iet 

militlM!'5Te8timates for 1926-27 were almost I exact)y 50 per Qen.t. gre.:r: 
6811 those for the years 1924-25, while, AS the House is aware . .our In«lian 
Milita.ry Budget has been a conRtantly decreasing one. . 

I do sincerely trust thut after the House has heard t.his stat-ement, it will 
;realise that nil due care ill tllken to administer the funds necessarv· far the 
defence of the cpuntry liS, econoll1.iooJly liS is posRiblc. . 

• 'fhe House may like to henr l1 few details regarding IDllttt'rtiof policy 
which have occurTed during the last year. It wi1l Ce remembered that 
a mixed Indian Brignde wus despatched to Shungh;li in the ~ rin  I 
know Honourable Members wiJ] he glad to hem how the arrangements 
made for the deRpatch of this Brigade and the celerity achieved were 
fully appreciated by the Home authorities. Indeed, it seems highly p.-ob-
a·hle that its timely arrival saved Shanghai from the risk of sabotage 
and looting. Our Indian Brigade was withdrawn from Shanghai in August. 
I hove been able to see severa] of the units concerned. and am glad to 
te able to inform the House that not onlv do all our Indian ranks seem 
to have appreciated then-time in China, bilt I have found that practically 
-every ma·n returned in the highest spirits, as everyone of them confessed 
that he had been able to effect really good savings, which he had remitted 
to his home. The General Officer Commanding the Forces there has sent 
the mORt satisfactory reports on the behaviour and discipline of our troops. 

From st.atements made in the last Session, the House is also aWlU'e 
that the military administration of Aden is now no longer ~arrie  out l:y the 
Government of India. Early in April the defence administration Willi 
transferred to the Wa;r Office. from whom it will shortly be transferred to 
the control of the Air Ministry. 

There is anot.her subject which, I think. generally interests Members, 
-and that is the question of the mechanization of the Army. Honourable 
"Meml-ers may perhaps have seen occasional arti.cles finding fault with 
us for not going sufficiently fast with a programme for mechanization. 
People who hold such views are, however, apparently in ignorance of the 
fact that India is not yet a highly mechanized country, and we have not 
-out here the large factories and mechanical works such as exist in England. 
Wit,h such factories the War Office is able to carry out mechanical ex-
periments on a considerable scale, as many of the" big firms are always 
·prepared to undertake experiments in the manufacture of varioul! fighting 
-or transport vehicles ; and . it will probably be realised that many CXferi-
ments have to be made before we can hope to arrive at really satisfactory 
results. We feel in this country that it is essential to go slow. and. 
"indeed what we try to do is to take advantage of the experience gained 
"in England, hoth as regards their successes8nd failures. We are con-
stantly experimenting on a comparatively small scale with various types 
of vehicles. We ha.ve not yet 8lrrived at a completely defin!te conclusion, 
l:ut ~e are hoping that a type of six-wheeled vehicles may eventually be 
found to solve the. problem of traction over the various and difficult country 
where transport will be required to go. Once we lU'e satiJIfied that we 
nave definitely discovered the right pattern of tractor, we can formulate 
definite plans; but we have ~ot yet arrived a.t thili! staR'e. When that 
.stage is reached, howeveJl. we anticipate that we s ~ll be able to go ahead, 

• 
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though even then initial expenditure would compel us to go comparatively. 
slow. The initial. expenditure must, of course, be heavy in providing: 
vehicles-in making storage lllTtUIgements for them, and for laying in the 
very large amount of spare parts, machinery for repa.irs, etc., etc. When, 
bQ.wever,the initial expenditure has been met, we 8Il"e confident that them 
will be a large recurring saving in the substitution of motor traction for at 
all events a portion of our rresent horse and mule transport. It must, of 
course, be impossible for any Army to maintain in peace the large amount. 
of tra.nsporl which i1; essential on mobilization. We hope, therefore, that,. 
when we have found the right type of vehicle, it may prove itself also. 
really useful for commercial FUrposes, and should this be the case, we hope· 
to t.ake up a scheme to subsidize all such vehicles as may be brought out. 
to this country for use in many of the large private firms, transport C<>lDi-
panies, factories, etc. Such a scheme would seem to have great advantages. 
from both the Army and commercial points of view, but it is impossible to. 
say at present when it will actually mature. From what I have said, the· • 
House will realise that, while we are by no means going to sleep or' 
neglecting this most important matter of mechanization, yet we are not, 
committing the country to hea-vy expenditure without the fullest  consi-
deration of all necessary factors. 

I will now turn to a subject rega.rding which I know the House is 
anxious to receive information, namely, the Sandhurst Committee BeFort-
It.· will be within the memory of Members of the House that a discussion 
on this subject took place during the last Simla Session, when I had to 
inform the House that the Government hud not had sufficient time to 
consider the recommenda.tions made by t.he Committee, and, therefore. 
were unable to make :llly pronouncement regarding them. I think, too, 
that most of the Honourable Members present will remember the very 
able speech which Dr. Moonje delivered when moving his Resolution oD. 
this subject. I personally listened to his speech with the greatest interest .. 
and .realised how deeply he had considered the matter and how fully he 
brought out many of the dangers with which this country may be faced;. 
and I think that probably all Members of this House realised more even, 
than thev had done before how essential it is to maintain the Armv in the 
highest ~tat e of efficiency. I gatherfld tha.t Dr. Moonje's proposal to 
maintain and  increase that efficiency was to Indianize it at a very rapid 
rate, though from what he said, it struck me that what be really aimed. 
at was to Indianize Inaia, i.e., the whole Administration, rather than to 
Indianize one branch of the Public Services in this country. Since then: 
Government ha,ve been in constant communication with His Majesty's Gov-. 
erpment, whose connection with aBd responsibility in this problem are 80, 
vital, and I am glad to sav that we have now been able to reach unanimous 
conclusions regarding the question of' the Indianization .of tlie Indian. 
Army a..'! a whole. 

There are certain general con.giderations whicn I thmk r may, without 
apology, lay before the House at the outset. There is no, disa.gtreement,. 
in sp.ite of what may be said in the COUl'Se of political controversy, as to 
the object which we all seek to attain. We wish to satisfy the legitima.te-
desire of India to see steps taken by which the Indian people ma.y be-
equipped to take an increasing resoonsibility .for their own'defence. Thar 
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Go\'e11l1l1ent of India and His Majesty's Go\'ernment have frequentl:; 
given expression to this desire, but on one fundamental condition, which 
I think all will agree with JJle eannot be ignored. That condition is the 
factor 01. efficiency.. The Indi.a.n. Army is at I ftl8ent no greater than-and 
many would say less than-the minimum required forcal'l'Ying out its 
appointed role. It is responsible for the external defence of India and' 
for internal security, for the security of Indian States, as well 88 of British: 
India; for we mre 1:ound by solemn treaty to provide for the defence of 
Indian States, and we can no more think of ignoring that obligation th801l 
-His Majesty's Government could have denied the obligation to assist 
Belgium, to whom they were similarly bound by treaty in 1914. In the 
general field of external defence, the world is not sO peaceful that we 
can afford to make less efficient an Anny already reduced to the minimum, ' 
and the corollary of this is that we can admit of no lowering of the, 
st'8lldail'd of efficiency. Another vital considera.tion which must be borne in. 
mind is that, in any circumstances which can at present 1:e foreseen, we· 
shall continue to require, as the Committee themselves recognised, the best 
t,ype of British officer to p,lay his part in the Indian Army, and, wha.tever 
be the scheme which we now propose, it mURt have regard to the neces-
sity of encouraging the flow of such officers into the Indian Anny. With 
these three considerations in mind-

Firstly, recognition that a further measure of Indianization is. 
neoeBBary; 

Secondly, t ~t  as e as~ by the Committee, the efficiency of 
the Army in India must, not l-e allowed to be diminished; and 

Thirdly, as the Committee also observed, that there must be nn 
breakdown in the supply of British recruits to the extent re-
quired, 

Government have fonnulated proposals to achieve the, end we have In 
view, which I will explain briefly to the House. 

. The COIDI?ittee 'recommended an increase in the present number of 
dIrect vacanCies at Sandhurst from 10 to 20 a year. They also recom-
mended that Viceroy's Commissioned officers. who snt.isfv certain coilditions 
should be enabled to qualify for additional vacancies' at Sandhurst. i 
am glad ·,to s~  tha.t His Majesty's Government have accepted both these 
recommendatIons. We propose t08t the number of vacancies at Sandhurst 
ava.ilable for Viceroy's Commissioned officers should be 5, unless the 
~ ~r of cadet candidates for E'andhurst falls short of 20 in anyone year, 
m ~  ~se the s~o~ta e may be made up ~  granting more vacancies 
to VICeroy s Commissioned officers, up to a maximum of 10. These 
proposals, . it will be observed, involve a very large proportionate increase 
over the present number of vaca.ncies. 

In rega!d to ~ e future. the o it~ee appended to their Report 1'1 

t~ le showmg their, s ~ste  scheme for mcreasing the number 0( ·vacan-
e~ tore t ~ n o ~n ill succeeding years from 1929 to 1952, inclusive. 
ThIS suggested s l~e e  was. coptingent up'0n two events; 

, 'Fi,T8tly, t.hat candidates of the requisite stamp. and' .efficiencv ;mould 
. \!edlort,hcotning in t ~n ers speeified for each !If tho.se ye'nnii 

an ' 
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Becon.dly, that as time went on the scheme would have to be recon-

. . sidered, and, if .necessary, revised .. from the standpoint ofeffi-
cienc)". The Committee, if I may quote their own words, said: 

. "We are ~n ali e to the fact t a~ the progreas of our scheme, as of any ecbeme, 
lIlWI!-be. o~tl ent  ~ success bemg secured at each stage and upon military 

~  bemg mamtamed ~ ro o t  We have given explicit recognition to the 
poSSibility that our scheme, If adopted, may itself require to be modified in the light. 
of experience. " 
With these considerations in mind, the Committee recommended that' 

in any case their scheme should be reviewed in 1938. Now, while it was 
}l<lssible for the Committee to put forwlU'd a time-table of expansion as 
a suggested schemp. for Indianization in the future, it is not possible for 
Government to commit themselves to a progressive numerical scale of 
this kind before they have seen for themselves the effect of the llU'ge initial 
increase in the 'vacancies offered. Government can only say at this stage 
that, if advantage is taken of the opportunities offered to Indian candidates, 
and the initial vacancies do in time produce a constant supply of young 
officers of the required standard of efficiency, the question of further 
increasing the vacancies to meet the supply will inevitably arise. In 
other words, the Committee have produced a ro~a e which it realises 
is liable to be corrected according as candidates come forward or not. 
Government, on the other hand. prefer to .fr.ame the later stages of their 
scheme in the light of actual experience. It must be Tememlered that the 
10 vacancies now available to Indians annually, do not produce 10 Indian 
King's Commissioned officers every ~ar  By doubling the number of 
vacancies for direct commissions, and adding 5 more for Viceroy's Com-
missioned officers, we hope, as the Committee hopes. to imp:rove and 
enlarge the annual supp!I. When that happens, that is to say. when 1\ 

steady flow of candidates of good quality and in increased numbers is 
assured, the question of further increasing the number of vacancies is bound 
to follow. 
As the House is aware, Indians have up to now been ineli~i le to entel' 

the R{)yal Military Academy, Woolwich, or the Royal Air Force Co' lege , 
Cranwell. The Committee recommended that 8 Indian cadets should be 
eligible for competition to the fornler, and 2 to the latter. I am pleased 
t{) be able to infonn the House that the Government of India and His 
a e t~  's Government have been able to agree to the principl7-. that,. in 
future, both Woolwich and Cranwell will be thrown open to our Indllm 
cadet,;. It has been decided that, in the firRt instance, a maximum of 15 
vacancies for cadets shall be offered for the Royal Military Academy, 
Woolwich, divided between Artillery, En!l'ineerR, and possibly i~als  and 
t,he same number will he offered in the first year for the Royal Air Force 
Collegoc at Cranwell. The House will see that this makes a maximum total 
of 37 Indian vacancies at Sandhurst, Woolwich, and Cranwell. As re-
gards the two latter, I have had to use the words .. i~ the first. instance ", 
as naturally the question of the numbers to be adrmtted as tIme goes on 
must et e~  upon the existence of vacancies which can be filled. As re-
gards Woolwich. this must. depend o~ how many. of our Indian ~a etB 
are able to qua.lifv for Enlnneers or ArtIllery, respectIvely. Both are com-
oar&tivelv small Services for which the number of vac.ancies must nat r~l
lv be limited and failures for one cannot ~ a.bsorbed mto the other; whIle 
i~ the case ~  the Air Force, the question of the eventual numbers will 
have to depend upon whether we meet with success in producing numbers 
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sufficient to enable us to evolve a satisfactory ~e for the fonnation of 
an Indian Air Force. 'l'hese points will naturally have to be dealt with 
later on, .&8 e eri~e is gaiued regarding the nwuben who may qualify. 
Indians have DOW, for the fint time in history, the opportunity of beoomillg' 
()fficers in the Artillery, Engineer, and Air Servjces of the Indian military 
.establishment, and the obligation now lies upon India to prove that her 
sons are fit for this great chBl'ge . 

.• It will be remembered that the Committee recommended that cadets 
for Woolwich and Cranwell should be treated precisely as other cadets going 
up in England, as regards examination and qualificatioos-a recommenda-
tion which has been accepted. In this connection, I should like to sav 
,8 few words regarding the Sandhurst examination. I think the House i";s 
generally aware of the comparatively high percentage of Indian o~-s who 
pass into Sandhurst by the examination test held in this country, and then 
fail ejther in the retention tests while at Sandburat or to pass out into the 
Indian Army. This may be due partly to a natural tendency on the part 
'of the selecting authorities in India. to pass a boy who has the smallest 
chance of getting through his subsequent examinations and assin~ Ollt of 
Sandhurst. I know that I have felt this tendency at times mvself. Hut 
I think that the subsequent failures are really ~ to the faet ·that. ~ilile 
the ·retention and passing out tests are identical for British and Indian 
cadets. the entrance examinations are different in eharacter. As I stated 
when speaking on t i~ subject in Simla. I regard it 8S a real unkindness to 
'send a boy to Sandhurst unless there is a reasonable hope that. as regards 
educational and other qualifications, he ",ill be on a par with the other 
cadets with whom he has to associate. If a cadet is unable to pass out of 
Sandhurst owing to his general low educational qualifications, it ~  

that he will have wasted a year or eighteen months there which he might 
-mell have spent preparing himself for some other profession. 

We therefore propose that our Indian boys should in future be examined. 
1l!:l far as possible. by the same tests as English boys at Home. making due 
allowance for diJference in lan~ a e and I!eneral knowledge. I should like 
to make it clear that our Indian boys will not be o etin~ with British 
boys; they will compete among themselves. but the tests will. as nearly as 
possible, be the same SIS those undergone by British bovs. We intend that 
the actual papers set for the Sandhurat examination shall be sent out to 
this countrv. and simuItanoeus examinations held in EnQ'land IlDd in India. 
n tim.;! permits, the papers from here will be sent to n~lan  to be marked 
bv those who set them; but if there is not sufficient time, between the date 
of p11blishin!t the results and the date on which boys have to join at 
Sandhurst. to enable Indian bovs to get their kit, tostether and make their 
arra~e ents for the ioumey, then we propose that the papers sent from 
England shall be marked in this countrv bv our Public Servioe Commis-
sioner<!. We furtherprooose that the Public Service Commissioners should 
in an" case set and mark certsin papers for Indian candidates, to take the 
place"' of some papers in the Home examination which are not altogether 
suitable and in which our bovs might he somewhat at a disadvantaRe. 
'There will probably be B sneciBlllenera.l knowlf'\dq& oaper suit.ed to Indian 
education, outlook, and e nerien e~ 811" DOssihlv also An Indian histor, 
plMler in place of th'e existinq modem hiRt.nY'V nA.n61' whir-h deals mainl, 
with Europesm history; we also' intend t.bat there shall De papers io. 

• 
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~ersitllil  Sanskrit, Urdu, or Hindi, to betaken as optional subjects instead 
of Latin, Greek, French or German, etc. There are other minor points re .. 
gaMing which 'it will be unnecessary for me to go into detail here. I 
would only mention that 'approval has been given to the nomination of an 
Indian non-official gentleman by the Viceroy-as recommended by the 
Committee-to form part of the Oral Examination Board before which the 
cadets appear. It has also been decided that the local civil authorities, 
B.g., the Collector or Commissioner, shall not have the power of turning 
down a candidate before he reaches the examination stage. . 

I should like now to say something as to the method proposed b.y tlie 
Skeen Committ,ee for the posting of Indian cadets to the units of the 
Indian Army. 'Fhe Committee recommended that what is known as the 
eight-unit scheme should cease, and that the Indian cadet should be 
gazetted to any unit of the Indian Army. Although, as I have said, Gov-· 
emmant are at one with the Committee in their desire to increase the num-
ber .)f "acancies for Indians and are anxious to give India a wider oppor-
tunity to prove that suitable material is available, they are not convinced' 
that thp. policy of posting officers as recommended by the Committee could: 
be punoued without running a greater risk of reduced efficiency than they 
consider justifiable. And when the House realises the definite reason for 
which the Government of India at the time, on the advice of the late Loid' 
Rawlinson, introduced the eight-unit scheme, I think it will also realise' 
that it must be impossible to abandon it until it has had a full and fair 
trial. Lord Ra.wlinson was, I know, constantly pressed to state a date 
when he could say that further Indianization on a large scale could be 
adopted. He therefore put forward this scheme as designed to test Indians 
on their own merits, and the only way of carrying this out was to officer 
certa.in Regiments with Indians from Sandhurst, so that when a stage has 
been reached  where Indians commanded Squadrons and Companies and 
later 011 Regiments, it would be possible to arrive at a definite conclusion 
as to whether units so commanded retained their efficiency equally with 
-units commanded by Brit,ish officers of the same standing. These reasons 
still hold good, and the present Government equally with the Government 
at thah time feel that, if Indian officers were scattered all over the Indian, 
AnllY. it would be impossible to oblain any criterion as to their ability to 
command units, to take res onsi ilit~  and generall.', to show themselves 
efficient unit commanders. I gathered that the recommendation of the 
Committee regarding this matter was to some extent the result of the evi-
dence given to the Committee by young In4ians who are now attached to' 
these eight-units. On reading the evidence 01 these cadets, I must acknow-
ledge that. I was personally very surprised at its nature. I say this because, 
in the course of my inspections, I have, I think, seen all the units con-' 
cerned. 'Bnd have made a point of-having a talk with eveT:\' yonn'! officer. 
I mean a; private talk at which I have asked the boys to tell me all about' 
t e s~l es-i  they were quite happ:v with their regiments-and if ~e  
were ein~ treated exactly and . in all respects like their bmtherBntish 
6fficer':l; in facl to open their hearts. ~ o t anything they wished to say. 
Tnonlv' one case have I' found a YOUng' officer who did not tell me t.hat he. 
was perfectlv haPTlv where he ~  All the 'others .sooke, with the highest: 
rel ar in ~e  affection-for the British officers serving in the el ~ nt  
With' t.hem: and t bave inVRriablv' befiTIassurefl' that t,hev' were treated e:X-
actl:v'" arid' in ~ er  respect like the British 'officer:; of their OWIlstAnding-. 
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In the one case where I found unh. appiness, it was rio~  enough eea~ 
the young Indian officer concerned told me that he did nol; get on. WIth· 
some of his brother Indian officers who had been gazettetl to the Regiment 
from Sandhurst-a trouble which I hope this particular o ti~r has since 
got over. I may enti~n that I. frequently get 1ett:ers from the aren~s  
of boys who are at, or Just leavmg Sandhurst, asking me. to post then--
boys to units other than the eight in ~ estion  and their reaso~s  for asking, 
this am generally that they wish their boys to serve with Bntlsh officeN· 
wllom they have themselves known during their service in this country. 

In this connection I should . like to say how very much I deprecate .. the 
use of the word 'segregation' which somehow seems to have. crept in. 
when talking of this ei t~ r t scheme. I cannot myself see where segre-
gation comes in, for the Indian officers in these u:nits are serving side by 
side with British officers-British officers with whom, as I have said, they 
are on the best of tenns; and it ~ill be many years yet before the last. 
Britit;h officer is eliminated from any of the eight-units. The House-
possibly does not understand the system, which I will very briefly explain. 
The officers of a Regiment are divided into what I might call roughly three' 
categories-the Commandant, Squadron or Company Commanders, and 
Squadron 01" Company Officers. Young officers on leaving Sandhurst are 
posted to units as Squadron or Company officers, and gradually work their 
way by seniority up those lists, before coming up for consideration for pro-
motion to Squadron or Company Commanders. It takes from about 17 to 2(}> 
years' service for an officer to come up for the appointment of Squadron or' 
Company Commander, and about 25 years' service for the appointment of: 
Commandant. As the senior of our Indian cadets to be posted to lndianizc• 
ing unit,s has at present only some five years' service, and as the establish-· 
ment of the Regiment has to be maintained in officers up to the 25 years ,--
service which it usually takes to get command, it will be seen that there' 
must for many years to come be a large proportion of British officers with· 
l all t.hese Indianizing units; and who are purposely retained in them so as 
rto give all the help in their power in the training of young Indians to assist 
them to take over the Command of Squadrons and Companies when they 
have sufficient seniority, and later on Regimental commands. With such & 
system. it seems hard to realise how such a word as segregation can be 
applied to it. 

Bearing all this in mind, Government propose to continue as at pre-
sent to post the new commissioned officers to specified units, in which 
units the anticipated output from Sandhurst can for some years to come 
be absorbed in the nonnal way. When this is no longer possible, and we 
find WI! have available young officerS who have passed out of Sandhurst 
in larger numbers than can be placed on the cadres cif. Squadron and Com-
pany officers in these 8 units, we shall be in a position to commence fonning 
ODe or possibly more homogeneous units as far as its officer 'cadre is con·, 
eerned, i.e., King's Commissioned officers replRcing Viceroy's Commissioned 
officen. and so fonning the unit on the same organization as obtains in 
all British units; but, as I have said, it wiU probabJy be a few years hence 
belora the existing cadres are complete with Indian King's Commissioned 
~n  .' 
There is 'another recommendation made bv the Committee to which 

Government have not been able to agree. nameiy, the immediate formation,: 
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of a. Sandhurst ill this countrv. The Committee recominended that this 
should-be established in 1933. -They fixed upon this year because, accord-
'iDg to their time-t.able, the number of candidates from India would by 
that time be large enough t.o justify' the establishment of an Indian Military 
-College, and also would probably be more than Sandhurst could be expected 
to accommodate. The Government of India cannot, however, predict that 
the number in question will be reached in any particular year; and they 
therefore (,Hnnot now fix a definite date fc.r the inauguration of an Tndi8.r> 
Military College. 
In making ,·heir recommendations for an Indian Sandhurst, I think 

;the Committee had in view two principal reasons: 
(1) 'I'hut, with t.he i ~rease  numbers of Indian cadet!,!, it would be. 

impossible for thc home Sandhurst to accommodate them; 
and . 

(2) That it was unfair that the parents of boys going from thiR 
country should be subjected to the heavy extra expenditure 
involved by educating their boys in England rather than in 
India. 

As regards the first. point, ns I have already infonned the House, the 
1 \V Ill" Office has agretld to take out 25 cadets for whom there will 
P.II. new be vacancies. I believe-and I think that most Members 

"will agree with me-that there can be little doubt but that the 
-education aad experience generally to be obtained by boys at the Engli5h 
Sandhurst, rubbing shoulders as they do daily with British cadets, must 
be all to their advantage, both in the formation of character and in their 
general educational qualifications for taking their place, in time to come, 
as officers of the Army. For years past we ha.ve certainly found that 
English boys going to Sandhurst improve enormously during their time 
there as rcg.ards the formation of character and all that this means. We 
have also found what a very beneficial effect the Sandhurst coorse has 
had on our Indian boys; and" we feel that, as long as Sandhurst can con-
·tinue to take in these boys for us, it is only right that we should take 
advant.age of the education there. It will certainly take many years befc;re 
we can hope to establish in this country a College which would be able 
·to compete in efficiency with the training to be obtained in England; and 
let us hope that, when that time does come, we shall have a sufficient 
number of our own Indian ex-Sandhurst cadets-and in due course ex-Staff 
-College officers-to take a hand in forming any Military College which we 
may establish out here, and to play their part as instructors and professors 
'at it. 

Then as regards the question of expense. Knowing my Indian officers 
as I do, this is a point which has always appealed to me most acutely, 
-for so many of our old Army officers have pointed out how they would like 
to send their sons to Sandburst, but cannot afford to do so. I am pleased 
to say that Government recognise this, and have decided to meet the di:ffi-
(lult:v by giving a grant-in-aid to cadets educated at Sandhurst, Woolwich, 
or Cranwell, of an amount calculated to be the difference between what 
education would .,cost in such a lle~e in this country and what the actual 
-cost of the Home education in like circumstances is. (Applause.) I trust 
that this very important factor, which I personally am so very g,lad to see 
settled in this ,,'ay, will meet with the approval generally of Members of 
this House. 
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Members will no doubt Ilsk the question: .. So far, so good; but what is· 
to be the rate d further advance?" '1'0 this question the answer ~ st 

be: "it d.epends upon Indiaus thelnselves". Until we ~ ~ full experle';lce 
of the results of the increase now proposed, we do not hmlt our discretIon 
~ detQiling a fixed programme of a to ati~ increase of these· nUl!lbers. 
Such increase must depend, I repeat, upon results. The questIOn of 
expansion of the numbers at present proposed, as of the creation of an 
Indian Sandhurst, will of necessity cnme under review when the numbers 
coming forward are greater than the new vacancies offered can a s ~  

r~e one essential condition will always he maintenance of the reqUiSite 
standard. As I have already said, the object which we all seel. to achieve 
is to fit Indians to undertake the defence of India.. As. constitutional 
advance progresses the question will continuall.\· be asked how far the 
military side of Indian Swaraj has kept pace? Government eontemplatea-
that, ;s India progresses towards full self-government within the Empire. 
there may be in precess of development an Anlly of the same character as 
the Dominion armies. organized on a national basis and officered by Indians 
holding their own distinctive national form of commission. That is our 
policy  of Ind,ianizatkn. This process of development wiII naturally be 
contingent on the success achieved in the various stages of the experiment. 
The way is now open for the first time for Indians to enter new branches 
of the Army. and to enter in greatly increased numbers. In no quarter' 
is it desired to impose arbitrary limits to such expansion of India's military 
effort as events may prove to be within the reach of her capacity. Th·::! 
rate of progress in thCfle matters, depending as it does so vitally upon the 
human element, cannot be the subject of an automatic time-table; but. 
Government has now, I venture to think for the first time. laid down the 
lines of a policy which affords the best mea.ns of reconciling the legitimate· 
desires vf those who speak for India with the necessity of maintaining ,t; 
every stage the requisite strength of our defence fcrees. (Applause.) 

After hearing wsat I have said, I h5>pe the House will be able to agree-
that all consideration and sympathy has been shown in meeting Indian 
aspirations. I feel I should apologise for having detained the House i30 

long, ann I will only add a. very few words. I think Members of the House 
among whom are manv old friends. knc·w that the Indian Army has been 
my home for well over the last 40 years. and mv love for it' is entirely 
wholehearted. (Applause.) I yield to none in my affection for it-in mv 
pride for its great traditions and wonderful past reoord-and in mv ealo s~ 
to ensure that its future and efficiency shall be safeguarded. This I feet 
would not be the case if Government. were to attempt to go further at the 
~resent ~i e than they have done in the steps taken to further Indianiza-
tlOn: whICh, if forced tOI? hurriedly, would assuredly bring disaster to this 
IndIan Army of ours. rum to the cause of India, and broken hearts to the ~ 
many II!agnificent old Indian soldiers who have been my comrades. and-
a.s they themselves know well-my be3t of friends. throughout my liff'-
time. (Applause.) 

P&Ddlt lIotilal lfehru (Cities of the United Provinces: Ncn-Muham-
madan Urban): Sir, I have listened with great attention to the 10rU? expect-
ed anno~ e~ent which has just been made by His Excellency the Com. 
ffiB:Dder-m-Chlef. I am soITy I have to confess that it leaves me cold. 
It IS to my mind in perfect keeping with the polic\' k. which we owe the 
Statutory Commission which is now doing wonderS in the Madras Presi-
dency. We know what those wonders are. It hils entered :nto an a1lianr& 
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with all.the Government l'ublicity Departments and also with that great 
,news agenGY, whcse worthy representative we ha.ve in my friend, Mr. K. 
'c. U{)y, in this House. That alliance is for the purpose of throwing dust 
;.tn the eves of the world. Sir, I have not the remotest doubt in my own 
mind th';,.t the announcement made this morning is a further step in the 
same direction. But I wish to tell all whom it may concern that it will 
· no more deceive the public than have the glowing accounts which this 
mutual admiration societ". of seven has been issuing from the Madras sille. 
Throughout the very graphic description of the great concessions that have 
lll~en made to the public demand and especially to the recommendations 
of the Skeen Committee, we find no real substance. The real thing which 
we wanted, is to be found nowhere. Now, Sir, so far as the recommenda-: 
tions of the Skeen Committee are concerned, I must admit that I am one 
c.f those who found little reason to enthuse over them. I had once the 
honour of being on that Committee, and I may ,say, without meaning any 
disrespect and with due deference to my friend Mr. Jinnah, t,hat I felt 
a sense of relief at having had no hand in those recommendations when 
1 saw them in print after my having retired from the Committee at ~n 
earlier stage. 

JIr. K. A • .JiDnah: What do you feel now? 

'Pedit Kotilal Nehru.: I have the same feeling now; the feeling is more 
'enhanced than it was, because even if everything suggested by the Skeen 
Committee had been given effect to, even if a Sandhurst had been founded 
in India, we would have been where ,ve were for some generatic-ns to come. 
But that was not to be. The insatiable greed of the Government for 
·domination would not cont-emplate even at a remote date the contingency, 
of India's standing on her own feet. As far as I have been able to under-
stand His Excellency the Commander-in-Chief and the programme that he 
has laid before us, it is simply a case of what is usually described as 
Indianizaticn, at perhaps a brisker pace than it has been in the past. Now, 
I may say at once that the word "Indianization" is a word that I hate 
"from the bottom of my heart. I canqot understand that word. What 
·d.o you mean by Indianizing India? I think His Excellency himself was 
surprised at the use of the we·rd. The Army is ours; we have to office!,". 
· our own Army; there is no question of Indianizing there. What we want. 
is to get rid of the Europcanization of the Army (Hear, hear from the 
Congress Party benches.) Now, what are the chances of our doing so. 
No Sandhurst is to be given to India; which means a great variety of pro-
positions. First of all, it will be said that without a Sandhurst of the 
· precise type and.of the standard of the real Sandhurst, there can be· ·no· 
proper military education, a proposition which I deny. The next argument 
is that even the  ten cadets that aTe required for the real Sandhurst are 
not available. The third ground i!l that it must take a long time to have 
such an institution in India. ~  Sir, I submit that not one of these 
propositions is sound, So far as the dearth of men' &lid cadets iii India 
is concernM, I have no difficulty in saying that it is 8 calumny on the" 
D:lanhood of India to say that there is any such dearth. (Hear, hear;)· 
'During the short period that I was on the Committee, I was convinced ·that . 
it was not the dearth of men but the want of inclination to get at the proper 
men suitable for the purpose. What did we find? There were men Bent· 
to Sandhurst who were turned back because they could not even follow 
"the language in which the lectures were delivered'. And what do we find 
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'in this country? 'l'hou!!unds upon thousands of'·· men who certainly are 
'<Iuite able to follow the Englishlanguag.e, whoever the·professor and whair 
ever the strange tongue that proncunces It. But they were not to be taken. 
What was the greatest recommendation for selection was ~et er the 
f •• ther, grandfather or great.granHfather of the candidate had served in· thfIt 
Indian Army. (Laughter from, the Congress Party benches). That was 
the chief recommendation. However, I think that part of the case will 
be dealt with by my friend Mr. Jinnah who W8S on the Committee all 
throuGh and has certainly superior knowledge to my own from the material 
-that ;as placed before the Committee. I base my position upon the single 
circumstance that you have provided nothing for the training of our men 
whom you can find in any numbers you like, provided you have the inclina· 
"tion to find them. An Indian Sandhurst is not to come into existence f 
Wha.t is to happen? Well, there are some more places for cadets to be 
throWll open at Woolwich, Cranwell and Sandhurst, and the process of 
what is called "Indianization" is to take its oWDcourse. Then the ques-
tion formulated by His Excellency was: "Perhaps some Meml;>ers would 
ask me-what about the 'future?" He Hilled India to the position of gods 
-when he said: "The future is on the lap of India; it lies with India". 
What is poor, emasculated, helpless India to do with its teeming ,millions, 
with its thousand and thousands of ca.pable, ablebodied 'and intelligent 
.young men who are ready and willing to join the Army if they were gi,:en 
the chance, unless there is some means of training provided for them, 
unless they are admitted on their . (;·wn_ merits.and ,not on the merits or 
demerits of their at ~rs and grandfatliers? Sir, the whole thing is tha.t 
there is no intention of putting India on her feet at an e8l'ly date, That 
is the whole truth of the matter. Ho\yever sugar-coated the an'l'iouncement 
may be, however tempting the offer of admission into Woolwich. Cranwell 
:and Sandhurst, the fact remains that no substantive advance has been made 
toward!; giving us a national army in the seUBe of its being officered by 
Indians. " 

N ow coming to the question of expense of founding training schools 

~ 
and colleges, I say that if we can afford over 50 crores of rupees every year 
for the normal expenses of keeping up this large army, it is sheer hypocrisy 
to say that we cannot afford a quarter of that amount which I have no 
·doubt will suffice to provide military schools and colleges all over the 
country. In order to meet our annual requirements we· must nnd,the 
50 crores, but we can find no money for these training colleges. r submit 
·that, if His Excellency the Commander-in-Chief ·were -really to tum his 
attention to the military budget, he will find in that very budegt enough 
funds to devote to purposes of training. H<:.wever, as I have sl:\id e4;e-
where and here, I see no sign. whatever iii. British statesmen of a real 
desire ~o give India what by word of mouth they say they intend to give. _ 
There IS no real desire, and unless there is that real desire, India cannot 
progress. . 

I was rather amused at certain parallels drawn by His -Excellency. 
One of them was that the Soviet Budget was mueTi 1I1rger th·aIi the Indian 
B l~ et  t ~t it had increased by 50 per cent. I have recently ~~ in 
SOVIet Rus81a, and I kn?w why they are increasing thei;r .military budget, 
at It>ast the reason whICh they gave me. They are hVlDg in perpetual 
danger of England provoking a war with them. (Laughter from the 
Treasury Benches.) It is very easy to laugh, but I think many of those 
who laugh have not been admitted into the coJJfidellce of the War Office 
:and know nothing about wbat the designs of toe War Office are. What 

e· 
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a comparison this is~ What is the anny in Russia:' It is a national ann,.. 
It is the anny of Russian peasants officered by Russians. Any amount of 
expenditure in face of 11 common dlmger w\,l1 not be grudged. What is our 
anny? I have not the tdightegt hesitation in saying that our army is a. 
mercenary army employed by foreigners t,o put de,wn their own country. 
men, and to keep them under foreign heels. Surely no self-respecting 
nation will without compulsion contemplate such a contingency as having 
to pay for a mercenary a.rmy in order t,o remain under cont.rol by nn ali81 
Government,. 

Then His Excellency I.'uid that some of the Indian soldier,; who were 
sent to China made large remittances home. That again was a very 
interesting piece of information to give. Where did these remittances 
come from? Was it the savings from their salaries, or was it loot which 
they were allowed to make from the poor Chinese? If it was . 

Th' HODoura.ble Sir Basil Black,": The savings of their salaries. 
Sir. 

Pudit .J[ot.Ual .ehru: What about their savings in India then? Why 
Rhould they be able to save money in China. in 8 foreign country and 
not-in India? 

BiB BxcelleDcy the Oomm&Dder-m-Obief: I do not know why; but I 
can assure you the.y did save. 

Pandit KoWal .em: I am sure they did; but probably they were 
let loose upon the poor Chinese who .... (Criell of: "Withdraw" from 
the Government Benches.) I am not going to withdraw. I repeat a 
thousand times that our soldiers were not used '" (CrieB of: "Order" 
and "Withdraw".) You may shout yourselves hoarse. I will not .with-
draw. I say that our soldiers were not used for the honourable purposes 
for which a soldier should be. used. - (Criell of: "Hear, hear" from the 
Congress Party Benches.) They were used in order to humiliate thb 
nationals of another country who wanted to assert their independence 
against ... 

Mr. G. K. YOUDg (Army Secretary): You said they looted. 

Pudit KotUal lfehru: You exacted from them a duty which. if they 
had been independent. they would l>ave refused to perform. 

The Honourable Sir Bun Blacke": Will the Honourable Member 
substantiate the statement that they looted and that thev were ordered 
t,o loot? ., • 

Pandit KotilaJ. Behru: What am I to substantiate? 
The Honourabl, Sir Basil Black,": A lie. 
Pandit Ko\ila.1 .emu: Am I to substantiate what is human nature to 

my learned friends over there? I say it is human nature and] repeat; 
it a thousand times over in spite of all the noise that has been made on 
the other side. 

Th, Honourable Sir BUIll Blackett: I say it is a foul slander. 
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pandlt KoW&l •• hra: Then you are so full of animal nature that yo .. 
have no idea of what human nature is o.r. ought to be. It is not ~n  ~ ~ 
animal nature which prompted the sending of these troops there m spIte 
of the protest we made in India. However, Sir, leaving ~ at alone~ l~ 
is no consolation to any Indian that his countrymen who were soldJlel'a, 
sent toO China were able t.o make remittances home from China. 
Then His Excellency said that we will get advanced Indianisation-

that is his word again-in proportion to the advance in responsible gov-
ernment. Now, what are the steps that are being taken for any substan· 
tial advance in responsible government? There if; the Statutory Com·· 
mission; as I said, it is assiduously busy in circulating glowing accounts 
of its own proceedings and in suppressing the real kind of reception that 
they are having. And what will they do? They have now given out the-
procedure which thev mean t.o follow. That is a procedure, Sir, which 
we of the Congress Party at any rate will not submit to for a singlw 
moment. How is responsible government to be granted to India? The 
Army is kept apart. The Army is no part of responsible government. 
There is a separate Committee to go into the question of the Indian 
States. They are not in India. And yet responsible government is to 
Le granted by some miracle by this Statutory Commission to India. It 
is not pretended that responsible government is to be given; it is only 
a progressive advance that is going to be made'; just as His Excellency 
the Commander-in-Chief has said increasing responsibility in the Army, 
corresponding t.o progressive responsibility in government .  .  .  .  . 

Lala Lalpat Bai {Jullunder Division: Non.Muhammadan}: There is-
nothing to prevent them saying that we should go back on the eXIsting 
reforms. 
Pandlt J[etil&l lfehra: I t,hough-f you said going back without doing 

anything; I am sure they will go back after doing some mischief. How-
ever, Sir, this is an age-long affair. There ha.ve been Empires before 
this which have done the same thing. They have ignored the lessons of 
histor.y, and the British Empire is doing the same. I will not say more 
on thIS occasion but sit down after again repeatinb the warning that 
t,he day of reckoning is not very far. 

*.t. JI. A. Jinnah: Sir, I appreciated the words of His Excellency the 
Commander-in-Chief when he said that the. Government appreciated the 
labours of the Sandhurst Committee . as well fiS the work of the Sub. 
Committee. whose report and 'Proceedings still remain suppressed ano 
concealed by the Government, (An Honourable Member: "Shame"), and 
the o~l  reason that we hea;d after repeated questions and supplementary 
questIons on the floor of thIS House was that His Lordship the Secretary 
?f State for India was pleased to direct that the report and the proceed. 
mgs of the Sub-Committee should not see the light of day. His Excel-
lency the Commande.:-in-Chief was particularly pleased to commend the 
labours of the Sub-Committee which are kept in the dark. And nobody 
knows anything about it. I wonder whether His Excellency the Com_ 
mander-in-Chief himself knows anything about it.. If his apprer.iatioa 
\Vas a genuine one, then I hope it is based on the work which he knows 
has been done. If be does not know it, which is very likely-probably 
he has not seen the report himself-in that case it was a formal acknow. 

r

ledgIDent of appreciation of our labours. But whatever it may be, I would 

*Speech not corrected by the Honourable Member. 
e 
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:again ask His Excellency the Commander· in_Chief the same questioJl, 
which I asked on the last occasion when the debate took place on this 
subject-may I know what object you have in trying to suppress anel 
.conceal the report and the proceedings of the Sub·Committ,ee? Can you 
-explain to me why ~o  want t.o do it.? 

Sir, let me pass on from that point. My friend Pandit MotHai Nehru 
-said that he had the honour of belonging to that Committee but he left 
it. I think he was wise. (Laughter from the Congress Party benches': 
He at anv rate realised that it was not worth his while to waste Ius time, 
his energies and his brains, and at some sacrifice. But, Sir, I did not 
follow that line, and I said "We must continue; we must produce what 
we consider a fair, reasonable and pract.icable scheme for t.he 'purpose of 
[4lcelerating the Indianization of the officer ranks of the Indian Army". 
We were at it, Sir, for fourteen months, and the report I was happy to 
find, was unanimous. And what is the answer of the Government to-
-day? The Government has fundamentally turned down that report. It 
('annot be disputed. The very foundation of that report was turned down. 
'The Report was made, Sir, on the 14th November, 1926, and to-day we 
lI.re in March 19"28, and His Excellency the Commander·in·Chief, ra-
~lresentin  I suppose the Government of India after due and deliberate 
,consideration of this report for this long period, is to·day in a position 00 
make this pronouncement. Sir, I can only say that I most emphatically 
protest against this pronouncement. I 'Say it is a travesty of the recom· 
'IJlendations, the unanimous recommendations of the Sandhurst Commit· 
tee. I say, Sir, that on this occasion it is very difficult to deal with the 
details of this pronouncement which the Commander· in_Chief has made. 
And I would therefore take the earliest opportunity, if possible at the 
next meeting, to move the adjournment of this House, as a vote of cen-
sure on the Government for not carrying out the recommendation of the 
Sandhurst Committee, which was approved by this House by an over· 
whelming vote. The,refore, Sir, I will reserve myself, if that occasion is 
possible for us. 

lIr. President: You will only have 15 minut,es then. 

lIr .•. A. liDDah: Now, Sir, I am not going to take up much more 
time, if, as 18ay, it is possible for us to avail ourselves of the opport.unity 
to move an adjournment .  .  . 

lIr. President: But that will only give you 15 minutes. 

lIr .•. A. liDnah: It may be, Sir. But as I say, I shall have 15 
minutes on that occasion. And if I do not succeed again in fully dealing 
with this announcement which the Commander-in_Chief has made, then, 
Sir, according to the procedure of this House, I shall avail myself of 
another occasion, and that is to move either a cut or the total rejection of 
the military grant. (Hear, hear.) And 'perhaps, Sir, even if you will deal 
with me most strictl,"" I shall get another 15 minutes. Therefore, Sir, 
I shall avail myself of the 15 minutes that a.re possible now. And I say, 
as I started by saying, that I enter my emphatic protest against this 
announcement. The Commander-in-Chief, Sir, has given us a long and de· 
tailed statement. But it comes to this. He says, the 8 unit scheme must 
Temain in operation. I think he knows as well as I do that every British 

t 
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-officer who gave evidence was. opposed to i.t, .and eve.ry Indian officer who 
gave evidence was opposed to It. And yet It IS not gIven eftect to. Why 7 
I will give you, Sir, and this House, the only reason. The COn;'ma!lder-
in'-Chief put it in a very diplomatic manner, because he thought It ~ be 
.taking a risk. What risk? Of displeasing the British officers.. ~at nsk? 
'I'hat the British recruitment may fail. 'Why? Because It 18 only by 
means of the 8 unit system that an Indian will never be the. superior of 
1\ Brit,ish officer. And, Sir, it cannot be denied, that that IS the only 
method bv adopting which you will maintain the position that no Indian 
can conmillnd IL British officer. And that, Sir, is clearly given as an an-
nexure to the Sandhurst Committee 's re ~rt in an extract from a leC!-
ture. This is what the lecturer said. 

"We find fifty-three Indiana amongat them (subalterns) out of a total of 480: . Of 
these fifty-three, eleven belong to Indianised units, and out of the forty-two re a~~  
six are over forty, and twenty-two between the ages of thirty and forty. The majorIty 
·of these will take their first pension and clear out, for age precludes the posllibility 
<>f their rising very high. Fourteen are left, eight of whom will not become a tai~ 

till they are thirty-two years of age or over. Probably these will find that age will 
prevent their going very far, and of the aix remaining, four will be just 011 thirty 
when they get their captaincy, and only two will get their captaincy at the age of 
twenty-eight. A study of the Army List leads me to the conclusion that twenty yeara 
hence only a very few Indian oflicers out of those now serving will be left acatterecl 
about among the 131 units of the Indian Army open to British officers to-day." 

With reference to the scheme of the eight Ind;ianised units this is what 
hE' sa.ys: 

"Firstly, what are the chances of a British officer entering the Indian Army to-day 
having to serve under Indian officers! In considering thill question, remember that 
the average age on becoming a captain in the Indian Army is twenty-eight, and OIl 
becoming a major, thirty-seven. The figures that I give are approximately accurate 
and are taken from· the Indian Army List of January, 1925_ In the Indian Army 
to-day we have seven Indian captains, of whom two are about to go. Of the remaining 
five, two belong to Indianised units to which British IlUbalterns are not being posted; 
so, of a total of 1,583 captains in the Indian Army, there are only three Indiana ! n~er whom a Britisher might be called upon to serve, and two of these, owing to 
theIr age, are not likely to be promoted beyond the rank of major. So much for the 
captains." 

Well, Sir, -in the 131 units there are a e~ Indians that are scattered 
-about: of which only a very few-two or three-may get a chance of being 
~ enor officers, to the British officer, and in the eIght Indian units there 
IS ?? chance-it obviously stands to reason-there is no chance that a 
:Sntlsh officer c-an ever be under an Indian officer_ Now Sir tha.t is the 
plain meaning of it, and that risk the Commander-in-Chi'ef s~ s he is not 
prepared to take, and therefore, on this ground. His a est ~s Gowrn-
ment, with his concurrence or the COncurrence of the Government of India, 
have decided tha.t this system of 8 units should  continue. I ask von, 
"Do ;vou think you can justif:v this?" If :vou think so, I have nothing 
mo.re to .say.;, Then, Sir, i~  regard to ot e~ atte~  says the Command-
e.r-m-Chlef, We are not gomg to say anythmg agamst the recommenda-
tIon of -the Sa.ndhurst Committee and we ha.ve practica.Ily turned it down. 
But we are going to do this. Weare going to ancrease the number at 
Ba~ rst and a few little things which the Committee recommended, rhlCh are matters of detail, might be carried out." Sir, that does not 
10ke us ~  further !"t all except that you may say, "Well, you ha«;l only 
vacancIes; you waH now get 25." I concede that he has increaSed the 
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number. But, Sir, tha.t is not really what we are aiUling . at. You might 
say that while up to now Indians were not admitted into Woolwich and' 
Cranwell, now you get 6. That is not what we are aiming at~ 

The ·Comma.nder-in-Chief knows perfectly well, and he knows better than 
anybody else in this tHouse, that what we wanted was to lay the founda· 
tion, the beginning of 8. Military College in India, that Wiill establish our 
own traditions, that will establish a system of our own, and the sooner 
that is done the better. And vou ~ant that the later it ;is done the 
better. That is the real issue. . • 

I will not detain the House funher on this occasi.on, but I may say 
one word. As regards the observations that His Excellency the Command· 
er-in-Chief made, that he agreed with Sir Victor Sassoon that the military 
expenditure which we were paying was an insurance premium f.or 
safety, that phrase is very attractive and it conveys various meanings. 
But, Sir, have I got the choice of changing the insurance .officEl:? a~e I 
got the choice to say that I could get as much safety by paymg a httle 
less premium? (Sir Victor Bassoon: "To whom ?") Not to you, but tc) 
the people of this country. What is the good of saying all that here ~ 
Here is a machine. The whole mach;i.ne C)f yours is based, as I have re-
peatedly said, on the principle of a garrison in this country. His Majesty's 
forces are stationed in this country as a garrison, that is the principle of: 
your insurance. I do not want a garrison to insure me, but I want a 
national army. So the whole principle is bad from start to finish. Of 
course, so long as you maintaan this vicious principle, so iong as this 
machine continues with its present constitution, with its present organisa.-
tion, undoubtedly you cannot reduce the expenditure very much. What 
is the good of His Excellency the Commander-in-Chief telling us yarns? 
It reminded one of the stories that one heard from one's grandmother 
when one was a child. He told us, "Oh, but the Army. Good gracious 
me! It is doing more national work, it ~s a 'better nation-building depart-
ment than any other department that exists in this world. You see what 
we dC). 'Ve give them education, we spend so much monev on it. We 
train the people. Look at them. They are better fed, bette; clothed than 
they would be in their own villages. We do so many things. We have got 
.our little factories. We are pioneers of every national movement in this 
count:s. " Sir,.I may tell His Excellency that these yarns will not do. 
That IS not the Issue. I dare say you have reduced the price of ghee,. and 
I. do not charge His Excellency with not doing his best. I do not blame 
him. If you were to put me there in the place of the Commander-in-
Chief I would say the same thing that I want Rs. 56 crores or 57 crores 
beca.use I a ~ got to run this machine.. But that is not the issue. Wh; 
tell us these httle yams and these stones here as if that was the issue. 
Our. n~a ental opposition is to this machine. We want to turn this 
garnson mto a national army. That is our ambition. Do you wish to 
help us or do you.not? I am convinced in my mind that the Bcitish Govern. 
ment does n~t l~  to hell? us. I had my faith, I served on the Sand-
hurst ~tee In that alt~  But let me tell His Excellency the Com-
mander-m-Chief .that by turrung ·down this report and by the pronounce. 
mentthat he has made, he has completely shattered m f8°th' th 
bona .fides of the British Government.' y I lD e 

. The Assembly then' adjourned, for. Lunch till Ten Minutes to rm..ree of the Clock. . .., .. 
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The Assembly re-assembled after Lunch at Ten MiDutes to Three of 
-the Clock, Mr. President in the Chair. 

STATEMENT OF BUSINESS. 

The HODourable Sir Basil Blackett (Leader of the Ho.use): Bar, with 
-your pennission I should like to ma;ke . a statement regardmg the probable 
-course of business in the week begmnmg the 12th March. Monday, the 
12th, Tuesday the 13th, Wednesday, the 14th and Thursday, t?e 15th, 
have been allotted for the voting of Demands for Grants. For Fnday and 
Saturday, the 16th and 17tH, a continuous List of Bmuness will be P?b-
lished in good time. It will contain the motions necessary for passmg 
the Indian Finance Bill, the Indian Merchant Shipping (Amendment) BHI, 
the Indian Tariff (Amendment) Bill, the Steel Industry (Protection) Bill 
and a.ny other Bills of which the Select Committee reports are laid aither 
to-day or on Saturday, and it will also contain motions for the appoint-
ment of the Standing Finance Committee, the Railway Standing Finance 
Commithee and the Railway Advisory Committee, -and a motion for filling 
:the vacancies on the Public Accounts Committee . .. 
With regard to the order of the Demands for Grants, I have been 

:approached by re resen~ati~es of the a~o s groups ~n the House with a 
view to some modificatIon m the numencal order bemg allowed. I have 
accordingly arranged that the procedure should be 88 foHows, &fter con-
sulting you, Sir. Oq Saturday and Monday we propose to go straight 
-ahead with the numerical order of the Grants. On Tuesday, after finishing 
-any Grant that may be left over unfinished on Monday, it is proposed to 
.take Grant No. 72, "Miscellaneous". When this is finished the next Grant 
to be taken w;ill be No. 82, "Secretary of State for India," then No. 
40, "Central Board of Revenue," then No. 74, "the North West Frontier 
Province, No. 38, the Anny Department 'and No. 54, "Education." If 
~e ore the end of Thursday evening those Grants have been disposed of, it 
i 18 then proposed to return to the numerical order. That arrangement has 
b!'len mad.e . after consulting leaders in various parts of the House with a. 
VIew to glvmg the House an opportunity of choosing the order in which 
Grants shall be taken. . 

Lala Lajpat Rai (Jullundur Division: Non-Muhammadan): Mav I make 
a correction? So far as my Party is concerned, we have selected· the item 
"Executive Council" and not "Education." 

The Honourable Sir Basil Blackett: I am w:illing to alter it. My in or~ 
mation was that "Education" has been selected, 

Lala Lajpat Bai: That is wrong. 

The HODourable Sir Basil BlackeU: Then that will be altered . 

. Lala Lajpat Bai: Our number is the 6th. 

-'ltI:E STEEL INDUSTRY (PROTECTION) BILL. 

PRESENTATION OF THE REPORT OF THE SELECT COMMITTEE • 

. ~ H?Dourable Sir George Rainy (Member for Conu::narce and Rail-
a ~  Sdr, I present the Report of the Select Committee on the Bill to 
proVIde. for the modifica.tion of certain import duties rela.ting to the 
;protectIOn of the steel industry in British India . 

• 
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1Ir. ~  The House will now resume the general discussion of 
the Budget. Mr. J amnadas Mehta. 

Mr. lamnadas :II. :IIehb. (Bombay City: Non-Muhammadan Urban): 
Sir, to-day, after five years, is the day of judgment for the Finance 
Membe.r of the Government of India; it will be the unanimous verdict of 
all independent sections of public opinion in this country tha.t he has been 
weighed in the balance and found wanting, and this verdict of contempo-
rary opinion will be confirmed by posterity. The other day, Sir, during 
the debate on the Simon Commission, the Finance MePlber claimed thBt 
he and his side were better Swarajists t an~ e whole lot of Congressmen 
01:. this side; ~t is also the claim of his apologists and friends that there 
never has been a more brilliant Finance Member in the history of this 
country than Sir Basil Blackett; both these claims are preposterous and I 
challenge them ate ori an~  In the very yea·r in which the F;inance 
Member took his offi.ce, Sir, he advised the Governor General to certify the 
salt tax. That was his first constitutional achievement. It was not neces-
sary to impose a higher salt tax, because there was that windfall from the 
enemy ships which was known to him at that time; and yet \\-ath that full 
knowledge he made his debut as a .. fl,wa.rajist " by advising the Governor 
General to certify the salt tax. Almost the last act of his career was the 
amazing attempt. to introduce a Bill on the Reserve Bank question whila 
another Bill was alread;)' pending in the House; thank God, Sir, to the ad-
miration of all of us here and outside and to the admiration of indepenel-
ent opinion everywhere, that attempt was defeated by you. So much for hiB 
"Swarajism." I shall now mention two striking examples of his fina.ncial 
genius. Honourable Members will remember that he converted the 7 per 
cent. loan of 1921 into a  3 per cent. loan by doubling the face value of 
the bonds. He has undertaken to pay Rs. 200 for a bond of Rs. 100; but 
he cla.ims that he has reduced seven per cent. interest to e;.ix per cent. 
There is thus a saving of one per cent. of interest. Now, Sir, if the cur-
rency of the loan be some fifty years or so the saving of one per cent . 
. might act as a sinking fund, and when the loan matures it might, along 
with the normal s,lnking fund and by accumulating at compound interest, 
give us an amount equivalent to the face value of the bonds; but such 
does not appear to be the case; the loan is being already liquidated, and the 
only question is, what is the extent of the loss which the Indian tax-payer 
has to suffer.by the conversion of the 100 Rs. bonds into 200 Rs. bonds'" 
The second and the latest financial achievement of the Finance Member has 
been that last vear he borrowed bv Treasurv Bills five millions in the 
London money market when money' was cheap and recently, when money 
was dear, he has borrowed 71' millions as 'a long term loan at 4i per cent. 
to repay the £5 millions of Treasury Bills. He should have floated the· 
long t-e~ loan when the rate was low; but he did not. He should have 
borrowed by means of Treasury Bills, when the rate of interest WAS high. 
Again he did not. These are some of the constitutional and financial· 
. achievements of the retiring FinAnce Member. There is a proverb, 
3 P... in Hindustani, S"ll': -

" Dunia Zukati hai, Zukanewalla ehahiye " 

which means: 

"The world is credulous and can be gulled successfully if there is only the adequat. 
amount of brass and CUDIIing." • 

( 1196 ) 
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The truth of this proverb has been time and again illustrated in the career 
of the Finance Member of the Government of India during the last five 
years. ,He has shown an incorrigible obstinacy, a seU-confidence un-
p'aralleled in its intensity and amounting almost to conceit, and he has 
never concealed his contempt for the opinions of those who had the mis-
fortune to differ from him; by these means he has managed to create an 
impression in some quarters that his regimr has been a lantbnark in the 
history of this country. For instance, the other day the State8man observ-
ed "that it will he many long years before India will come across a Finance' 
\rember like Sir Basil Blackett"; but the absurdity of the claim was 
promptly exposed by the National Herald of Bombay which said: 
"We are prepared to wait for those many year8, and if we come aCroB8 such a 

Finance Member again it will be by accident. We shall not trouble to search for 
him." 

This is the verdict of independent Indian opinion on the regime of the 
Finance Member, but there is no doubt that many unwary people are 
misled into a belief that the FinalJce Member has rendered some greafl-
service to us. 

Sir, I shall therefore now deal with the budget figures of this year to 
show that this claim of the Finance Member cannot be sustained. The 
five years' regime of Sir Basil Blackett has been one of unqualified disaster 
and calamity to the economic growth of India. Surpluses have been galore 
and the Finance Member has distributed small presents here and there. 
But these advantages have been secured with the help of a heavy and 
crushing burden of taxation. My friends, Mr. Birla, Mr. Shanmukham 
Chetty and Sir Purshotamdas Thakurdas, have referred to this question 
in a general way. I wish to discuss it somewhat more fully. I ro ~ to 
show to the 'House how much taxation has been levied since the Reforms. 
how much of it has been continued by Sir Basil Blackett, how much more-
has been added and how much has been remitted. Sir, the Reforms begm 
with a contribution of 9 crores and 83 lakhs from the provinces. Then iD 
the year 1921-22, taxation was levied to the tune of 19 Cloores and 17 lakhs; 
in the subsequent year, 1922-23, taxation to the extent of 29 crores and 
15 lakhtl was levied. Then in 1928-24 came the 6 crores of additional taxa-
tion by the doubling of the salt tax. The various protective measures for 
steel, paper, ink, cement and others, have cost something like 2 crorea a 
year. Moreover, when the tariff on sugar and other articles was changed' 
from ad valorem to bulk, we had another increase of taxation to the extent 
of 2 crores. Raw tobacco has been taxed to the extent of 18 lakbs a year;' 
a duty on yarn was levied at Simla last year. In all, Sir, if we total up 
the amount of taxation levied since the Reforms, the figure is not 45 crores. 
as some people imagine, but 68 crores in all. The total burden on the 
tax-payer since the Reforms, which was levied partly before Sir Basil 
Blaakett oome and partly afterwa.rds, amounts to 68 crores and 50' 
lakhs .... 

Sir Walter WiUIon: But you have voted some of this. 

JIr. Jamna4as •• Xu,,": I am regponsible for what I voted. -And what; 
is the amount that is remitted? The provincial contributions 'have been 
~ itte  SQ Rs. 9 crores and 83 lakhs go. The doubling of the salt 
tax has a180 been abolished; 80 6 crores more a.re s~ e  One erore and 
~ lakhs have been saved ·on account of the cotton excise duty and redue-
tiORS of railway rates and fares to the extent of 5 crores in 1926 and this year 
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,have been secured and announced. A reduction of 80 lills on machinery 
and stores was also made last year in Simla.. And altogether the remission 
-of taxation has been Rs. 23,50,00,000. 

Mr. H. G. Oocke (Bombay: European): 'fhat is in one year. 

Mr • .Jamnadas K. Kehta: No; that is ever since the Reforms came into 
force. I say, Sir, that the total amount of taxation that was levied was 
68 crores and 58 lills and the total amount of taxation remitted is 23 crorerf 
ana 50 lakhs. which leaves to the credit or discredit of the Government 
·of India a balance of additional taxation to the tune of over 45 crores a 
.year since the Reforms. This taxation was levied during the War in 
Waziristan and as the aftermath of the Afghan War of aggression-when 
the prices also soared very high. But now there is no war and there is 
no expedition in Waziristan and prices have fallen; therefore we cannot 
understand the continuance of 45 crores of taxation. It is childish for 
-any Honourable Member to clap his hands in glee at the remission of 
provincial contributions. After giving the fullest credit for the remission 
I have mentioned, the ghastly fact stares us in the face that since the 
Reforms we have been made to pay 45 crores of additional taxation .. 
year. 

Now, Sir, is it any wonder that with such heavy taxation nobody i& 
safe ezcept the Government of India? Budget prosperity is not neces-
sarily the prosperity of the people o~ the country. The parasite may be 
prosperous but the person whose blood it sucks is bound to be otherwise. 
:And the Government of India, Sir, is a perfect parasite, who sucks the 
blood of the tax-payer to the extent of 45 crores of rupees. The parasite 
is quite well-fed, strong and comfortable, but at whose cost? Poverty, 
misery and prostration-in fact economic collapse all round-is the back-
ground of the prosperity of the Government Budgets. There are the 
apologists of the Finance Member who say: "Don't you see how clever 
he is; how vers'atile he is; how very able he is and all that sort of things." 
But. Sir, when my pocket is being picked, I do not admire the sharpness 
-of the pickpocket's scissors. When I am being slaughtered, I do not admire 
the keenness of the blade Or the unerring blow of the hand that gives it. 
On the other hand, when my pocket is being picked, I am angry if some-
body tells me that the scissors are sharp. I really cannot appreciate the 
praise of the pickpocket when I am actually losing my purse. It sounds 
80 provocative to me when I am being deprived to the extent of 45 croreB 
.. ye1l.1', that someone should seriously come forward and say: How clever 
the Finance Member is I 

Sir, I shall now deal with the results of the financial policy of Sir 
Basil Blackett. Sir, the particulars of company flotations during the 
last five years are published in the Indian Trade Journal. I think it is a 
semi-Government publication . 

.An Honourable Kember: It is a Government publication. 
Kr . .Jamnadas K. ][ehta: We find that against nearly 70 crores of 

new flotations in 1914 we have 34 crores in 1922-23, 26 crores in 1923-24, 
21 crores in 1924-25, 30 crores in 1925-26, 19 crores in 1926-27, and for 
the ten months of this year 18 crores and 35 la.k:hs, against as I said, the 
flotations of 70 crores in 1914. Most of these flotations are not new venturea 
but merely conversions of private firms into limited companies for the 



GBNEBAL Bt1DGJI'l""-GJUflIBAL DISCUSSION. 1199 

purposes of income-tax. It will thus be seen that industrial enterprise has 
~one down by nearly 75 per cent.; but that is not all. To-day prices are 
146 against 100 in 1914 and therefore where a rupee was then wanted to 
start new factories or some fresh venture, Re. 1/6 or Re. 1/7 would be 
'necessary now so that 19 crores of fresh capital to-day represents 11 or 
12 crores of 1914. This abysmal slump in the industrial world is the result 
largely of heavy taxation imposed and continued from year to year, and 
p'artly of Government competition in the money market, Loans in the open 
market and the attractive terms of the Post Office cash certificates have 
drained money, as if by a hydraulic press, into "the coffers of Government. 
Six per cent. compound interest tax-free investment in the Post Office and 
45 crores of additional annual taxation have drained wh'atever available 
money there does exist in the country. With these handicaps trade 
and commerce also have been depressed to an unheard of extent in recent 
years. Take the figures of the last three years. In 1925-26 the balance of 
"trade of India was 161 crores and 13 lakhs. In 1926-27 it went down to some-
thing like 80 crores,-a difference of over 80 crores. The 10 months' balance 
'Of trade in this year 1927-28 is only 37 crores; only two months are left. 
Even assuming that it will be doubled in two months, assuming it at 75 
crores, stilI there is a difference of 85 crores since 1925-26, so that in 2 
years, as a result of the disastrous taxation, the trade of India has shrunk 
to the extent of 165 crores, and the process will go on until adjustments 
take place. What is the use of your petty surpluses of 3 or 4 crores if 
they are obtained at the cost of 25 times tile amount to . the 
traders,- agriculturist and industrialist, resulting in widespread unemploy-
ment? There is one more point about the present level of taxa-
tion. The House must not forget that the real burden of the entire taxation, 
i.e., 125 crores is enhanced by 12l per cent. by the appreciation of the 
rupee. Of course my Honourable friend, Sir Walter Willson never appre-
ciates logic. He is more concerned with lucre. 

I have shown', Sir, that both industrially and commercially India has 
retrogressed during·the last few years. You can find that out also from 
the customs returns. You will find that out from the income-tax returna. 
The CUStOUlS returns show an increase--in what? In liquors and beers; 
they show an increase in the articles of food and mineral waters which are 
consumed by the richer classes. (An 'Honourable Member: "Shame.") 
There is also an increase in cigars and tobacco and in motor cars; so that 
it comes to this: that under the new dispensation the richer cl"asses can 
eat, drink, drive, smoke and be merry at the cost of the masses of the 
people. (An Honourable Member: "Only those who can afford it.") I 
mean those who can afford it,-the richer classes, the bond-holders, the 
usurers, the civil servants, and those who ma.ke money at the cost of the 
people of this country, they can eat, drink, smoke, drive and be merry; 
that is the upshot of the customs. 

Sir Walter WfllsoD: Root it out l 
Lieut.-Oolonel B. A. J. Gidney (Nominated: Anglo-Indians): Don't you 

do the same? 
Mr. J&1DIl&das JI. Jlehta: No, thank you. That is the analysis of the 

c?stoms revenue. Your income-tax revenue is now put at a. few lakhs 
hlgher because those bonds which were free of income-tax are now subject 
Ito income-tax; the little increase is also due to the foot that tea is partly 
to be brought. under income-tax. As a matter of fact there is no growth. 
IThe income-tax is a more effective blm?meter of the prosperous condition of 

. . 
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a country than even the railway returns. Regarding railway returns, I am 
sorry Sir George Rainy is not here; but the Finance Member attempted tlG 
show that the Railways were prosperous; let him refer to the Railways Admi-
nistration Report and he will find that during the last three years the 
return on the capit.al invested in Railways has gone down from over 6 
per cent. to 4 per cent., and on his own showing the country cannot be 
flourishing if the Railways are not. 

I shall now refer to the question of the provincial contributions. 'mie 
remission of provincial contributions is supposed to be a great effort on the 
part of the Government. As ll. matter of fact, it is well known that Bengal 
never paid its share except in the first year. So the remission of taxation 
is onl.\" to the extent of Rs. 920 lakhs; but let us see what is the addi. 
tional taxa.tion which the Provincial Governrilents have received from their 
own subjects in the meantime. I find that the revenue of the Provincial 
Governments in: India when the Reforms began was Rs. 7,043 lakhs for all 
the provinces. To-day it is Rs. 8,751 lakhs; so that the Provincial Gov. 
ernments have already taken from the people of the various provinces 
Rs. 1,708 lakhs more during the last five or six years of Reforms, and even 
when they get the remission of the entire provincial contributions they 
will have paid almost double the amount of the remission in the form ot 
additional taxation without receiving increased education, medical relief, 
etc. Let us see how the amount of Rs. 1,708 lakhs raised by the Pr0-
vincial Governments during the last six years from the provincial tu· 
payer has been spent by them. Only 321 lakhs out. of this amount hy 
been spent on education, medical relief and public he'alth, and they have 
spent or misspent the remaining Rs. 1,387 lakhs on other things. 

1Ir. President: Order, order. 
1Ir_ Jamnadas M. Mehta: I will sum up, Sir. It is clear that the re-

mission of provincial contributions wiII bring no real relief to the people of 
the provinces because they have been already taxed by twice that amount. 
We have the case of the Bombay Government which got Rs. 56 lakhs of re-
mission last year and has spent only 24 lakhs on education, etc., and mis-
spent the remainder on other objects. 

These facts point to the irresistible conclusion that the administration 
of the Finance Member during the last five years has been an unqualliied 
calamity on the central and provincial tax-payers alike. Sir Basil Blackett 
leaves the shores of this country as a brilliant but inglorious failure. 
Partly on account of temperamental difficulties, and partly owing to the 
fact of his being a representative of vested interests, he has most ign<> 
miniously failed to stand by this country or to serve the people whose 
llaU he has eaten. Sir, I have done. 

Llellt.-Ooiooel B. A. J. Gidney: Sir, I must join those Members on this 
side of the House (An Honourable Member: "Which side?") even at the 
risk of being caned an Imperial florist in offering my bouquet of congratula.-
tions to my friend Sir Basil Blackett. Whatever has been said by the 
opposition against his regime, there can be no two opinions that Sir Basil 
Blackett has done for Indian finance what no other Finance Member haa 
ever done, and I am sure, will ever do. (An Honourable Member: "He said 
the same thing before. ") 

Mr. B. Du: What about the Civil Service? 
Lieut.-OoIonel B. A. J. Gidney: Do you belong to the Civil Semee? 
lIr .•. Du: I am referring tO'the Civil Service Finance Membel'll. 
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Lleut . .(JoloDel B . .A.. I. GldDey: Having given that bouquet, I shall" 
now proceed to deal with a certain aspect of the Budget with which I am 
familiar. I do not intend to dabble in taxes and figures for, u.s a ,nyman, 
I do not wish to cross swords with His Excellency the Commander-in-
Chief, an expert on our military needs or with Sir Basil Blackett so far as 
finance is concerned; I shall leave that to those amateur financiers-I 
mean my friends OIl the opposite side of the House unless, of course, my 
-friend Mr. J amnadas Mehta wishes to dispute this. 
• Well, Sir, the question with which I wish particularly to deal relates to 
the medical aspect of the Military Budget. I have, in previous years, re-
ferred to the wanton waste of money on this part of the Military Hudget. 
I have frequently brought to the notice of the Finance Member, as also to 
the notice of His Excellency ihe Commander-in-Chief, that the medical ad-
ministration of the Arm'v in this ~ollntr  is carried out '\lith a great waste of 
the Indian tax-poyer's money. I am afraid m'y appeals have hitherto fnIlen 
on deaf ears. The Inchcape Committee, which has been quofed largely 
to-day, is very instructive as showing the wastage of money that was then 
taking place in the medical branch of the Army. The Inchcape Committee 
submitted its Repbrt in 1924, and it made some very scathing remarks 
on the financial profligacy that was being practised by the Army Meuical 
Departnl'ent. That Committee recommended no immediate reduction of 
25 per cent. in hospital beds, and that the total cost of the departmpnt, 
Rs. 14;'> lllkhs, shopld be reduced i e iatel~  by five lakhs, excluding a re-
duction of ;')3 lnkhs from provision for diet. lot in~  il'struments and medi-
cines for plltients Hud staff. ThAt was in ]922-23. Let us compare that with 
the position to-day. I.et us start with the personnel. In the R. A. 1\1 C. 
in 1922-23 the total cadre was 332, to-day it is 279 or 243. This Dl'ellno; a 
reduction of 53 during this period of five yeArs, and yet there is an increase 
of Rs. 2.60,000 in their salaries; Rnd thoug-h the 1. M' S. cadre is more, 
yet the cost of its upkeep is less, by three lakhs, t a~ the R. A. M. C. to-day. 
Take the Briti~  nurses and matrons in BritiRh military hospitals. Thill 
shows a reduction of 55 in the personnel; yet there is an increase l,f almost 
one lakh in cost. I.et Uil take the R. A. M. C. (Ranks) who have recently 
been imported into the British military hospitals in India as a post-war 
~eas re  Although there is an increase of only 20 in the personnel. the 
Increase in cost is about one lakh of nlpees. Furthermore, notwithstanding 
this increase in cost of British personnel of nearly four lakhs (inst.eadof Inch-
cape Committee recommendation of an immedillte reduction of five lakhs) 
there has been a reduction of 3,000 in the number of beds in the Britiah 
i itar~  hospitals. Now, Sir, has the Army Department carried out the 
Inchcape Committee recommendations? I ant' sure the Army Member, if 
he were here, would not be able to sa\" that it has been carried out; and 
yet, His Excellency and the Finance" Member said the ilitar~  budgpt 
could not be reduced. On the contrary the (>xpenditure has iDere·ased· 
notllithstanding other factors which should have en'ahled a still further 
reduction last. year. These being (a) the reduced personnel in the Anny 
.of all .ranks, (b) a part of the Army was engaged in China during 1927 
,,:,hose medical e en~s the Home Government bore. (c) Aden is nowout-
SIde our ilita~  control, and (d) the concentration of a oorribinedhospital 
sYiltem in certain stations where British and Indian are treated in one 
place.. All this should have contributed to a marked reduction in the 
milit,ary ~ i al budget of 192.7-28. In place of this, we :find in the f:Xpla-
natory note given ont.his expenliiture an increase of just under one laklr-
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.for 1928-29. Now, all the increases I have referred to have been incurred 
on the medical personnel which has been brought to India from: .b;nguwd 
..for employment wIth British troops. And in looking through this explana.-
tory note one is tickled to find an item of Rs. 40,000 additional expendit.ure 
for the entertainment of a corps of chowkidars to look' after the huspitals . 
.Bir, in my 20 years' experience as a military m:edical officer I have nevF 
heard of chowkidars being engaged to look after military sick._ This io 
obviously the duty of the medical officer, night nurses and orderlies; who 
are to be found in superabundance in British military hospitals. Lut, 
perhaps, these ooowkidars are being entertained to be on the qui vive to 
wake up the night nurses and orderlies who have fallen asleep to r('ceivG 
the orderly medical officer when going his rounds. I ask, Sir, what is the 
·cause of this excessive expenditure? To answer this I shall give ~ o  the 
composition of the R. A. M. C. as it exists in India to-day. 243 is the total 
,ewe given in 1927-28 although the Army List for October 1927 gives, it at 
279. There are 2 Generals, 9 Colonels, 37 Lieut.-Colonels, and 168 Majors, 
i.e., 216 senior officers out of u total cadJ:e of 279, or as the Army Budget 
says, 243; leaving a balance of about 63 as junior officers. What do these 
facts mean? They mean that the Department is top-heavy with 75 per cent. 
of its officers as senior officers-who draw two and three times the Halarics 
of junior officers and only perform: the duties of junior officers. ~l is is the 
.reason of this steady increase in cost with a decr.ease in personnel. I have 
repeatedly brought this to the notice of the Army Department, and I believe 
His Excellency, Sir William Birdwood, has suggested certain action. Now 
there is no use pointing out an error if you cannot suggest some means by 
which it can be remedied. In my budget speeches last ye!lr and the year 
before, I suggested certain means by which this excessive expenditure 
could be remedied without any loss in efficiency. I suggested that this 
excess of Majors should be replaced by the employment, as medical officers 
of British military hospitals, of British qualified I. M. D. officers whose 
skilled knowledge and services were being wasted to-day. I understand that 
His Excellencv acted in this matter. I know, for he told me himself, he 
intended domg so. I do know that orders have been issued to all O. Cs. of 
British military hospitals directing them to employ I. M. D. British quali-
-ned members. I should like to know what action has been taken by them. 
Had any action been taken on these orders from the D. M. S. in India, at 
least 40 I. M. D. men would to-day be employed and have replaced an equal 
number of highly-paid Majors in the R. A. M. C., and thereby effected nn 
annual reduction in this part of the military budget of about 20 to 30 lakhs. 
Now, this is a really practical measure of economy which I again offel' t.() 
the Honourable the Finance Member and the Commander-in-Chief and I 
-would suggest that early steps be taken to put it into operation Ilnd .. 0 
not only effect a substantial reduction in the military budget but MlitRhly 
utilize I. M. D. men. The number of men to-day in the I. M. D. who have 
obtained British qualifications are about 60. Many of them are still em-
ployed in various British military hospitals fonowing the medical officer ill 
his daily rounds using a pencil or a pen as glorified clerks and compoundel's, 
'but scarcely ever using their stethoscopes. These are the men, WhOBI!' 
valuable "Services, at a leBa cost-have been neglected for years by the 
~r  Medical Department and who have, in consequence, liad to hoe • 
yearly increasing budget. I Buggest-I am' glad HiB Excellency is in thfl 

• 

• 
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House now-I suggest to His Excellency that he shoul4 take action in this 
Enatter at once. 

The other ques6ion to which I should like to refer is .about certain r. 
Enarks passed by His Excellency when be dellveted 'his &peech. His 
Excellency sald that ,the Indian Sepoys who went to ChinS were "ble to 
send EnOBey back to their country in India, a reEnark which' resulted in I\D 
undignified retort froEn the opposite benches. I know of SOEne of the force' 
who went to China who were not able to send 'any Enoney whatever to India 
and who, instead asked to be transferred baCk to India because tihey did 
not receive enough nroney. I refer to EneEnbers of the I. M. D. who) were 
sent to China with Field hospitals and who were treated very badly. 1:hey 
got no separation allowance, in fact they got practically no allowances in 
China as were given to other units, Indian and British, with the result 
that they had not enough to keep two homes going, one for their family 
in India and the other-their own in China. I reported this officially flDd I 
hope the matter has been remedied. If not, I should like it enquired intI>' 
at once. I 

The only other point I wish to refer to briefly here, because I wish to· 
develop it more fully when I Enove Eny "cut" on the Arrrty DeparlEneD1i-
if we do get to that iteEn-is regarding the mr.ny differences in pay, pen-
sions, accommodation, allowances and promotions, etc., that have been Enade 
between the warrant and comEnissioned officer in the Indian Unattached 
List and the I. M. D. To those members of the House who are unfRmiliar 
with what is meant by the words "Indian Unattached List" I wou:d say, 
that it refers to the old S. nnd T. Corps. now called the I. A. S. Corps, the 
Indian Army Ordnance Corps, the Military Works Departm'ent an ~ t er 

such aHied departments. The I. 1\1. D., IlS' most Members in this House 
know, is recruited almost entirely from m'emoers of the community I bave 
the honour to represent in this IHonournble House. They are recruited froEn 
our best families. Paragraph 132 Regulations for the Army in India shows 
the I. M, D. is 'Subject to the Army Act and they are admitted ;llto the 
service for exclusive duty with British troops as British warrant cfficel'lJ. 
vide paragraph 132 (a), British Army RegulAtions, and, when I use the word 
Britis ~  I am not having any quarrel with the Finance Department. :My 
quarrel, on this particular point, is with the Secretarv, Armv Department, 
in connection with this marked differential treatment "and his replit's t-o my 
questions asked in this House. These m'embers are takt'n as British warrant 
officers; not only this but they 'are given precedence over e'f'ery other Britisli 
warrant officer alld are entered as such in the Army Lists. The Army 
Department has always been very careful to retain, as much AS p"lasible. 
the British character in the I. M. D. It spends a large sum of muney 
yearly on the training of these men, something like three lakhs. It used to be 
more before. On completion of four years' training they leave college and 
enter the I. M. D. with a diploma fit for use in the denartment only hut; 
comparatively useless for open professional competition with Civil Assistant 
Surgeons. They are thus sent out into life seriously handicapped f ndso 
they become slaves of the I. M. e ~ ent with. ambition and initiative 
killed bv an inferior diploma not recognised abroad. A reference tI) Army 
~ inistration Orders, Army Instructions, Fiela Bei-vJce Orders and Depan-
mental Orders will p1"Ove conclusively that in former times no practical' 

• 
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.differences in treatment existed between the 1. 1\1. D. ilnd other dcpm-
ments in the Indian Unnttached List, but to-duy we find t·he Army Depart-
ment has created marked differences between them. 'rhis House will be 
surprise,d to know that a Staff Sergeant in the Indian Unattached List gl'IS 
to-day as much pay including allowances and mure than a Superior Stlr\'ice 
Railwav Assistant Engineer. He gets Rs. 880 per mensem including all 
allowances while the Assistllnt Engineer starts on 350 per mensem. His 
.allowances are of such a varied nature that he seems to have everJthin,g· 
.done for him and supplied him. His monthly pay is Rs. 250 and his allow-
ances take him to Rs. 380. That is what 1\ comparatively less educated 
Non-commissioned officer, a Sergeant risen from the ranks with possibly 
a first class military education certificate gets as compared with ~ highly 
.educated scientific Assistant ~eer and the starting salary of TIS, :!ilO 
(no allowances) given to a fully qualified professional I. M. D. 4th class 
Military Assistant Surgeon. If you follow ilie progress of any Non-
-commissioned officer in the I. U. List and compare his pay with an I. M. D. 
of equal service, you will find It marked difference in his favour. Marked 
as were these differences before they have been made more so by A. I. 
(India) No. 1134 of the 22nd December, 1926, 'and Xos. 286 and 287 of the 
27th December, 19"27. The former order gives the L U. L. higher rates of 
pension with retrospective effect from the 1st October, 1925; the latter 
sanctions higher salary and a time scale of promotion but from which bene-
fits the I. M. D. alone have been excluded. To-day a Non-commissioned 
Officer of the 1. U. List gets un more than a 4th class Military Assistant 
Surgeon and a married Major gets Rs. 1,100 per mensem or 450 more than 
an I. M. D. Major. Last year I tried to obtain an equal retrospective 
pension date for the I. M. D. and I have to thank His Excellency for the 
help he gave and I do so here publicly. I know His Excellency has every 
desire to see justice done to all ranks of the Army, irrespective ,":If what 
they are, and I do believe that His Excellency did make a serious dlort to 
help the I. M. D. in their revised pensions. The new I. M. D. pembn 
rates are now published. The order says, that "members of the Indian 
Medical Department will receive their revised pension rates from the Il1f 
October, 1927." Two years after the Indian Unattached List got theirs. 
Why? These increased salaries of the members of this Unattached Hst 
have been so great that it puts ore very much in mind of a miniature r.ee 
Commission. These salaries have been so increased as to make it almost 
incredible of belief and this has all been done within the last few months. 
But alas! the Indian Medical Department has again been left out and when 
I asked the Secretary, Army Department, why this had been done, his 
reply to my question was: 

"The Indian Medica.} Department forms an integral part of the Indiall Army. It 
differs from other departments in that it i.e directly recruited from the oomiciled 
community. h 

Now, if that is so, let me inform him that the warrants given to members 
of the Indian Me(ncal Department and the Indian Unattached I .. iat nre 
absolutely the same signed by the same officer and neither of these de-
partments ca·n truly be said to form part of ihe Indian Army as contrasted 
with the British Anny. Here are the exact words of the warrant. 1 am 
reading from 8 true copy of an I. M. D. warrant. 

"You _e hereby appointed to be a Warrant 08icer of the establishment of iii. 
laie t ~  Ifldian MilittlTy Forct'" •  • * AasiaaDt Surgeon 4th cl ..... 
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I am now reading from an Indian Army Service Corps warrant, . and 
.the same words are uaed,-the rank being that of & Sub·Conductor. '1be_ 
two lDen join the same force, the Indian military foroos, and are r(.'Cruiteci 
in India UDder exactly similar warrants and though the Indian Medica.! De· 
partment mna is senior by order of precedence, he is deprived of the hene-
fits of these new pension rates (except at u date two years later) these en-
hnneed salaries, time scale promotions, concessions to go to the hills, and to 
get their children educated, etc., nnd yet we have the Army Department re-
fusing egual retrospective effect to the I. M. D. revised pension rlltes but 
sanctioning an additional expenditure of Rs. 40,000 per· annUlD for 11 c.oI'ps 
,of chowkidlll'S to watch over their sick in hospitals. Could anything be 
more grotesque in comparison? I do not grudge these bounties to the I. IT. 
List, but what I do say lind say with emphasis is when the Army use;; the 
Indian Medical Department exclusivel:y for the ., British Army" and 
"never" for the "I udian A. rm y", e~ it forms part and parcel of the 
British Arlll,)' with whom they fought in t ~ Great War-their bodiea are 
to be found buried in mlln" a battlefield on the Continent and elsewhere 
-when their warrants are alike and they are enlisted in the same military 
foree lind when bot·h Departments are recruited and emplo:yed in India and 
ha,ve II comlnon Indian domicile why do you do such unjust differences? In 
the past each time the I. U. L. have been given increased payor pensions 
",ith retrospective effect, a year or It few months later the I. M. D. received 
theirs but nt lower rates. Sir, there clln be no denial of the fact that the 
Indiall Medical Depurtment. is recruited from a better class than the I. U. L. 
"There can be no denial of the fact that he is a more educated man. There 
cun bl> no denial of the fact that he has to live up to a much higher 
'Status than warrant and commissioned officers of the I. U. List. And vet 
he is made to suffer this inferiority complex. But the old saying is true 
-Once a Military Assistant Surgeon, al a~ s a Milital)' Assistant Surgeon-
a condition ullknown to an\' branch of the civil or army aaminiatrnticn. 
'True ~  an I. M. D. man qualifies in EnglilDd nnd is within the prescribed 
'age he stands n chance of being selected for the I. M. S., but that is not 
a common occurrence and even this is being curtailed or denied him to-
d8)', vide I. A. Instructions No. 382, which demands that all I. l\f. D. Dl'Cn 
·on return front England on study leave must sign a bond for t r~ ~ llr  

service from date of their return to India. Is this just or right? Oflicel'l'l 
of the I. M. S. and R. A. M. C. who go on study leave are given free 
passages, whereas I. M. D. men go at their own expense, often leaving 
their wiv('i; in India to slog as nurses. school mistresses and other sorls of 
work to keep the home fires burning and 80 help their husbands ;n Englllnd. 
And ~ et these· very qualified I. M. D. men are used to-dav in ail British 
military hospitnls as compounders or glorified clerks. What is the real 
reason for these differences between the I. M. D. and the I. U. T ... 'J T have 
sho?-n they are alike in every respect. To my mind there can be 'lnly one 
reason and that is colour prejudice. Look at the I. M. D. men who EIrE' not 
so handicapped. They have risen to the highest heights of the proff'!>f<ion. 
We have ex-I MI. D. men as leading lights in the scientific world to-ilay liul 
who in the I. M. D. would have never been allowed to pass the threshold 
of their subordinate existence. We have in this House in the Gov-
ernment Benches officers who have risen from the lowest· to the highC'st 
posts by sheer ability because they were unfettered. But what is the ~n  

dition to-day of tlie T. M. D. men? On 80C011_t of their exclusion from 
• :the 'reoent benefits of pay, promotion given to tke T. U. L.? They eannot 
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go to their departntental clubs and messes for they are branded as inferiors-
by their former equals and colleagues in the I. U. L. (Crie8 of "Shame".)> 
I do not desire to introduce a_ny communal differences into this matter. 
I, would however point out to His Excellency that if the Anny intends to 
continue to recruit the I. M. D. exclusively from the Bons, grandsons nnd 
great-grandsons of British soldiers who helped to m'ake the British Army 
mIndia, then these differel!ces must cease to exist. It cannot be denied', 
that the domiciled community has helped to lay the foundation stone9 Qf 
the mighty edifice of the Government of IlLdia as we see it functioniqg to-
day _ They have made the Railways, the Telegraphs and the Custonts De-
partments what they are to-day--sources of great revenue to t;he present 
Government of India. I beg His Excellency in the interests of fair play 
and justice, not to continue these differences. If the difference is t.o· 
continue then I wish to inform His Excellency that the self-respecting 
members of the I. M. D. I know would welcome an abolition of the .;ervico 
rather than be branded any longer with this inferiority cOID'plex. This 
difference of treatment is not practised in India only. It is practised in 
England too. Take the Superior Police examination in Englana. I have 
the marks of an Anglo-Indian boy with me. He was Captain of his hockey 
team, the University College, London, played in his varsity football team-
a boxer-and was Treasurer of the University Club, a hom leader of men, 6. 
feet high and well educated (London Matriculation). He went np for ~  

,Police examination. His father is in the I. l\f. D. He passed Ihird iu thc 
compulsory list of sulSjects. He went up for the "interview and record" plU't 
of the examination for ~  400 marks out of a total of 1,400 are 
given. On being questioned by the examiner he admitted he was an 
Anglo-Indian and his father a promoted subordinate. He was onlv given 
100 marks for this which sent him low down t.he list. . 

JIr. Preside:lt: Order, order. 

Lieut.-Oolonel 11. A. J. Gidney: I shall finish soon, Sir. He therefore 
failed to secure admissicn although he passed third in the compulsory sub-
jects. He was a splendid type of boy, a leader of English boys, not Indian 
policemen. His curse was that he was an Anglo-Indian and his father a 
subordinate. I could quote other similar instances. There is only one 
more point which I desire to place before His Excellency. It is this. How 
far has the fommtion of an Anglo-Indian unit devr.1oped and when rna\-we 
expect to know the decision of Government. . 

Mr. President: Order,  order. 

(Colonel Gidney resumed his seat.) 

Dr. B. S. )(ooDje (Nagpur Division: Non-Muhammadan): Honourable 
Sir, I formally thank at this stage His Excellency the Commander-in-Chief 
for the trouble that he has taken in making the statement to-day. What-
eve,f." I have to say on' this point I shall speak on another occasion. My 
rie~~  Mr. Birlaand· Mr: Chatty; have hauled up the great financial Mem-
ber of the Government of India here before the Assembly for having mani-
l~te  his Budget in a way which they think is not complimentary to him. 
I leave.it to them. I have' only to say here as to how the military Budget 
stands before us and how it strikes us and how it should be from our point 
of view. My friend. Colonel Gidney, has waxed eloquent and also indiA-
Il8Ilt on the colour prejudice that he Bays is prevalent in the Army. If 
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that is so from his point of view, he being an Anglo-Indian himself and altlO 
priding himself on being an Anglo-Indian, I wonder what the Indian would 
say when he looks at the Budget in the way that I think he Bhould)ook 
at such Budgets, and I wonder how otherwise an Indian and for the matter 
of that any man in any country can look at his military budget. I think 
the policy that ought to dictate the military budget should be, 88 it is in 
every other country, the free and full utilization of the nativ.e talent and 
native man-powa. to t.heir best advantage with the minimum amount of 
ex;enditure compatible with the maintenance of the highest efficiency 
possible. If that is an axiom which is admitted in all countries and which 
I have no doubt His Excellency will also admit, let us see how the military 

e~ h88 been manufactured, has been brought before this House and 
how the Indian looks at it. There is one point which I should give credi. 
for to His Excellency the Commander-in-Chief for his military budget. 
He has plainly and frankly told us that if the Indians think. or if this House 
thinks, that the military budget should be reduced and could be reduced, 
then  they are gravely mistaken. He has told us in a plain and frank and 
straightforward way that it can never be expected to go anywhere below 
50 crores, and that tbey must expect it to be somewhere between 50 and 
57 crores. So I can give them credit for the straightforward way in which 
",they have put their points. He h88 not manipulated his points as the 
FinaDC:e Memoer is ~l e e  to have done. Now looking to the expenditure 
on the defence of other countries in other parts of the world and comparing 
it with the expenditure which we have t.() meet on the defence of our 
country in India, what do we find? We find that England has eight times 
more revenue than India has, and yet England only spends upon her army 
hardly five per cent. of her revenue. On the entire defence England spend. 
14 per cent., and only 5 per cent. on the Army. 

lit. Arthur Moore (Bengal: Europ"ean): What about the Navy? 

Dt. B. S. MOOD)e: On the Navy she spends about 7 per cent., and on 
the Air Foree about 2 per cent. Now India is made to spend as much aa 
41 per cent. (An Hon01lI'ahle Member: "42 per cent".) 42 per cent., 
and there is no knowing that it. might not go beyond 57 crores even. Now 
look at the other countries. America spends hardly 71 per cent., France 
spends 10 per cent .• -and France is always in constant dread of her more 
powerful neighbour, Germany, and yet India spends nearly 42 per cent. of 
her revenue on military expenditure. 

Mr. B. Du (Orissa Division: Non-Muhammadan): What about Russia? 

Dr. B. S. MoonJe: I will come to that. Now Italy spends 10 per oent .. 
Then Germany, the nation which fought against the whole world for. five 
or s~ears  how much does she spend upon her army? Five per cent. 
JBpa1P,'which defeated Russia, spends 101 per cent. Now Russia is put up 
before us 88 a bogey for which India is asked to spend more than 41 per 
cent. I think there is another oountry interveriing between the Russiaa 
frontier and the Indian frontier. 'l'Iiere is the Afghan oountry. Afgha-
nistan is now independent. The Afghan country is preparing for its owa 
defence· and there' is· no ·need to fear any kind of ]tussian bogey just at 
present. So,· from that point of view I wonder what His Exoellency will 
bave to say when I bring it to his notice that ItidiA.· sp·ends 41 per cent. of 
-hR'· revenuQ and e~ Indi" is merely a. :dependency, ·while .  .  .  . 

n 
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1Ir. B. G. OOcke: Is the Honourable Member taking the central reve-
nues only or the wh01e revenue? 

Dr. B. S. Moonj.: Just as it is given in your budget, and yet India is only 
a dependency and it is said that for many years to come India will not b. 
prepared to undertake her own defence and therefore India will not be 
prepared for full responsible Government. Spending 8 per cent., spending 
10 per cent., spending 7 per cent., other countries in the 'Yorlel have become 
first class powers. Now, hardly 75 years ago nobody knew of Japan and 
to-day spending only 10l per cent. she is a first class power of which el'en 
England has to take note. What answer my British friends, my British 
rulers. who believe that they have got a trust given to them by God to look 
after the security of India, what answer have they to give when challengecl 
in the discharge of their trust for India? Now, looking into the deeper 
details of the military administration, in India there is the British cavalry 
and Indian cavalry. The British cavalry consists of 5 units of 4,000 and 
Bome odd men. 4,000 and some odd of 5 units only, but how much do 
you spend upon them? Rs. 15 lakhs and odd. Per head the cost comes 
to Rs. 1,752. Now, look at the Indian cavalry. Indian cavalry consists 
of 21 units, not 5 units, 21 units of 15,000 and some odd. And how much 
do you spend for its maintenance? Rs. 81akhs and odd. For 4,000 British 
cavalry men, Rs. 15 lakhs are required and for 15,000 Indian cavalry men. 
only Ra, 8 lakhs. I should make a present of it to my friend Colonel Gidney 
because he waxed indignant over the colour prejudice. I am not putting 
it in colour prejudice at all. I only say that Indian cavalry fights aB 
efficiently as the British cavalry. You have yourselves admitted th"t 
'Indian cava.lry, Indian soldiers. fight as efficiently and skilfullly as British 
soldiers; and yet it does cost only Rs. 8lakbs, while 4,000 men of the British 
cavalry 'cost us aa much as Rs. 15 lakbs. Now, about British infantry. 
there ~re 45 units of 40,000 odd of British soldiers. Indian Infantry oil~ 
sists of-llSf units of 97,000 and odd. So, 97,000 Indian soldiers 'in the 
Indian infantry cost only Rs. 6 lakhs, while 45,000 of British soldiers cost 
Rs. 16 lakhs. Per head the Indian infantry man costs us only RI, 767, 
while the British Infantry man costs us Rs. 1,615 per head. Now, looking 
at it from my point of view,-if you admit that Indian soldiers i~ t al 
efficiently and skilfully as British soldiers, and you have admiUed and 
your best Irien have admitted it-three or four times the money that you 
are spending on British soldiers could have been very well spent on Indian 
soldier:; and thrice or four times as many Indian soldiers could have been 
recruited for the S8me monev. Is it not therefore a hea.rlilesa waste of 
money? As regards the o i~ers  certainly there are no officers in India 
because you have not trained t,hem, Therefore, to start with, we shall 
reQuire some British officers. But as regards the infa.ntry and 'the cavalry 
soldiers, where is the need of British soldiers; whv should you .uire 
them? They cost nearly 8 or 4 times as much 88 Indian soldiers. 

Now, let us see how thin/!s stand as ~a r s British soldiers and India 
soldiers stationed in Aden. ,One unit of British infantry consisting of 677 
men costs us Rs, 18 IBkhs, and the cost per head comes to RI. 2,025. And 
the Indian InfantrV in the same place oin~ the same kind of work with the 
same skill and efficiilDcV, al Vou have yourself admitted, which consiBts of 
846 men, costs us only '71akhs of r l e~s  Is it efficiencv? II it economv?' 
And, a o ~ !MI, is if'1;he way in which the finances of the oouutry eN 
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from the military point of view should be administered? .Is it not dissip .... 
tion of our finances? I have given them the credit for Rutting in a straight-
forward, blunt. and frank way as to how t.hey have prepared their Budget., 
but I ask the o s~  Is it. an economical way of dealing ·with the finances 
of a country even from the defence point of view? 

Now, I will give the House some other details. Take, for instance, the 
Royal Horse Artillery. The number of British soldiers is 760 and their 
cbargus are Rs. 7,27,410; while the number of Indians (including Indian 
officera and soldiers 8nd other civilians) is 4,059 and their charges are hardly 
Re. 1,20,690. So the British soldier costs us in the Royal Horse Artillery 
Rs. 975 per head and the Indian soldier costs only Rs. 261 per head. In 
fact, for Rs. 975 you can have four Indian soldiers instead of one British 
soldier doing the same amount of work with the same amount of skill and 
efficiency. 

Now, I come to the hospitals. I am only giving you sample figures. 
There are British military hospitals and Indian military hospitals. The 
British hospitals serve 60,221 men in all whereas the Indian hospitals serve 
no less than 194,664. So nearly 2 lakhs of Indians are served by the Indian 
hospitals and hardly 60,000 Britishers are served by the British hospitals. 
Now, the amount of money spent on the British hospitals is Rs. 70,40,560, 
which serve, as I have said, only 60,000 Britiabers. (An Honourable Mem-
ber: •• They suffer from costly diseases 1") Being a medical man myself, 
I can assure the House that diseases are the same whether they are acquir-
ed by a British soldier or an Indian soldier. Now, iIi the case of, Indian 
hospitals which serve nearly 2 lakhs of men, only Rs. 50 lakbs are deemed 
to be enough. That is, Rs. 20 lakhs more are spent on British hCJapitala 
of not even 1rd the size of the Indian hospitals. 

Now, much has been said to us this morning by His Excellency that he 
is very kindly looking after the education of the children of the Indian 
soldierll without making any distinction whatsoever between the British 
and the Indian soldiers. He sa.id. once that he had visited the King George's 
Military School and the heart of any parent would be gladdened to see the 
way in which the children are educated and looked after there. As he him-
self has got children, he ought to think that the children should be looked 
after without any distinction as between a British child and an Indian 
child. But unfortunately the Budget tells a different tale. The Budget 
shows that there are 520 British boys who are receiving general education 
in wh'lt is called the Lawrence Royal Military School and the amount spent 
on them is Rs. 3,76,520. Three lakbs for 500 boys-British boys-and for 
, P.Il. Indian boys, 574 Indian boys, only Re. 76,000. Rs. 76,000 are 
enough. (An Honourable Member: II More than enough ".) Yea, more 
than enough if it pleases you, for educating how many boys? 574 Indian 
boys. But perhaps it is thought that three lakhs and 76 thousand rupees 
are not enough, if efficiency is to be looked to-for how many boys? 500 
British boys. 

Now there is another set of schools where both soldiers and their children 
are educated, and that set is called Garrison Regimental and Detachment 
Schools separately for British and Indian troops. In these schools the 

• children also of British soldiers receive educBtioD, but there is no mentioll 
of· the education of the children of Indian soldiers. These schools for the 
British troop. cost us 11 lakhs and 56 thousand rupees, and for Indian 

• 
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troops 1 lakh and 10 thousand and four hundred and fifty rupee.. 1 lakh 
and 10 thousand for Indian troops and 11 lakhs and 56 thousand for British 
troops. (An Honourable Member: .. How moderate r') 

Now look at the Staff College at Quetta for senior British officers. We 
have been told that India is not yet fit for an Indian Sandhurst, or a mili-
tary college. India is not fit perhaps because India cannot afford the 
money. I don't know if there is any other meaning behind it; because they 
have not said that India is not fit intellectually or in its fighting capacity 
for being admitted into a military college; so the question only will be 
tha.t there is not enough finance in India to have a military college. Now 
there is a college called the Staff College at Quetta, and the annual output 
of students is 30, and for these 80 students 7 lakhs and 30  thousand one 
hundred and twenty rupees are being spent. Per head it comes to 
Rs. 24,337. That is the way the finances of India are being squandered. 
Perhaps the Finance Memher may not have been candid enough to admit 
how he has manipulated the Budget. But His Excellency the Com-
mander-in-Chief is a military man, and military men are always blunt and 
eandid. He has bluntly told you how the military budget has been manu-
factured or made up. 
Now about the policy, the military policy of India . 

Mr. PreIIlcleJl\: Order, order. 

Dr. B. B. KoonS-: One minute, Sir, only one minute. I shall sum up 
the whole military policy in one minute, Sir (Loud Cheers), bY.Quoting the 
Statesman's Year Book for 1927 which says: 

"The Regular Army (of Engl&lld), whether at home or abroad, except India, il 
paid for by the Imperial Exchequer "-

-India alone has to pay when England's Army comes to India, while 
England pays for .its Army which it sends to the Colonies and the Domi-
niona--
"(although certain DominioDl pay contributions towards its upkeep); India paya a 
contribution towards the cost 01 the (British) troops at home, owing to these aerving 
IYI a depOt for the regular troops in India." 

We have thus to pay both for the actual service of the British troops in 
India as well as for those troops being trained and brought up in England, 
besides I believe also a separate contribut;ion as a premium for the insur-
ailce of safety which England guarantees to India from invasion from the 
seas. 

India's finances, from the military point of view, are taxed both ways. 
That is due to the m.ilitary policy under which the Budget is framed. The 
candle of India.'s finances is burnt thus at both ends. I cannot therefore 
honestly congratulate the Government on the military budget that has 
been presented to us. 

~  ~a a r JIian Abdul Am . (Punjab: Nominated Official): Eiir, 
~ e dIScussIon ~ at has taken ~la e In th,is House these two days regard-
tng the Budget before us has Impressed me with nothing so much as of 
the truth of the old old saying that BOme people -are never so happy 88 
when t ~  are thoroughly miserable. One Honourable Member of the 
House tned to make & very. careful calculation and ·he tortured rt . 
'& ce 8.1n 



OBNEiuL BtJDOlliT-OBinm.u. DISCUSSioB. 1211 

sum of rupees into pounds sterling and then compa.red jt with another 
sum of rupees and found that the taller rupees were s~aller and. the 
smaHer rupees taller and he was very angry. But why dJ.d he do It at 
all? If he was not content with the appreciated rupee-,:-!mghter. e a ~ 
it has appreciated-why-did he go after that yellow metal? DId he do 
it because it goes well with the jaundiced eye? That was yesterday; and 
because the Budget was prosperous a persistent eftort was made to manu-
facture gloom out of sunshine. This moming Sir Purshotamdas Thakur-
dal brought in his dictum about the shattering of the purchasing power of 
the tax-payer in India. 

Mr. B. Du: Did you follow it? 

Khan Blhadur JIiaD Abdul .ubi: It is nn~essar  for me t?'. say t ~ 
f! J far as the district is concerned-and there IS no part of .Bntish ~a 
that is not in a district-(Hear, hear), so far as the tax-payer lD the distnct 
is concemed, he does spend more every year on education. You can look 
at. any University  as a centre or. any istri~t as a unit; and you ~l i~  
more people going in for educatIon; you wIll find more of them gOlDg lD 
for ltigher education in spite of the fact that education is getting more 
costly; you find more schools springing up; you will find more hospitals 
springing up. Now, is it implied that there is somewhere outside India. a 
philanthropic conspiracy to help us and while we are not spending the 
money some one else is spending it for us? Certainly not. It is ow 
money and the reason why there is more expenditure now than in somf. 
previous years, 'say 1923, is because we have more money and we spenQ 
more money. There is no other explanation. 

Sir Purshotamdas Thakurdas referred to the fact that the Honourable 
the F,inance Member did not in any previous year draw the a.ttention of 
the House to the increased liability for which this country is responsible in 
the matter of Post Office cash certificates. The very first thing that he for-
got was that while he was on the one hand talking of the shattering of the 
purchasing power of the rupee if he had only looked at the figures he would 
have found that from 1923 onwards every year these same people whose 
purchasing power he says is shattered-what have they done? They had 
put in at the end of the 31st -Mlll'Ch 1923 Rs. 3'13 crores; in 1924 it rose to 
Rs. 8'42 crores; in 1925 it rose to 18'12 crores and in 1926 to 20;96 
crores; in 1927, on the lUst March it was 26'68 crores and now it has 

~ reached 30'86 crores. Now, Sir, Mr, Jamnadas Mehta resents this be-
call:se it means that this money is not going to him; the poor tax-payer is 
try,mg ~o keep some of his earnings to himself and it cuts the throat of" the 
profeSSIonal money-lender with his 18 to 24 per cent. per annwn interest. 

Sir Punhotamdal 'thIkardal: ~entalit  characteristic of the district 
officel" lin India.. 
Khan Bahadur JIiaD Abdul AsiJI: Sir, I was told that this thing had 

been concealed. I was coming to the point which my friend Sir Purshotam-
das Thakurdas made. He said this House never knew it, that the country 
never knew it, Bnd ~t was a surprise sprung upon os. May I, Sir; refer 
to a. question asked by an Honourable Member of thia House in 1925 in 
reply to which the Honourable the Finance Member gave the information 
required about cash certificates? That was On 28rd February 1925. It is 
question No. 188 and it was put by Mr. Cocke who ;is here in the House, 
• and the Honourable the Finanoe Member s~ verJ clearly that payments 
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of principal in each year were these and that balance of principal o tst~
ing at the close of each year was sO much and then he went on to explaID-
I. will not weary the House by quoting those figures .... 

LIla LaJpa\ lb1: Read those figures please. 

Sir Purshobmdas Thakurdas: Do please reOO those figures. Read the 
whole quest.ion and answer. 

nan Bahadur JI1an Abdul Azlz: I will read only what is necessary to 
refute the misstatement made by the Honourable Member .  .  . 

Sir Purshotamdas Thakurdas: And hold back what may not support you? 

Khan Bahadur Jlian Abdul AIU: The Finance Member said that it is 
not easy to calculate the liabi]jty outstanding at the end of each year if it 
is taken to mean the amount that the Government will have to provide 
if' all cash certificates then with the public are cashed at once, while it 
is fairly easy to calculate the maximum Uability at any convenient date 
on the assumption that all cash certificates then in the hands of the 
public would be retained till maturity. On that basis the liability at the 
end of December 1924 can be taken as about 3'19 la.khs, that ;is to say, 
8 crores 19 lakhs, the capital outstanding being roughly 12 crores. Now, 
Bir, in his speech he fuHy explained that this accrued but undischarged 
liability for bonus will stand a sum of about 6 crores on the 1st of October, 
1928. The Honourable Member who used some very undesirable terms 
forgot the information that had been given to the House and which pro-
bably hOO not been supplied to him, and also conveniently forgot the prac-
tice in other countries, though on other occasions he remembers all that 
when it suits him. Now, Bir, in England, there is at the present moment 
a liability of more than a hundred million sterling for which in the annual 
Budget provision is made only for the payment of that amount of bonus 
which is likely to accrue. For the remainder a sinking fund is provided. 
That is what the Honourable the Finance Member lis trying to do for 
India and that is how is trying to serve India but, Ei'ir, the tax-payer is 
being made to believe in something different by beting told that all is not 
weU. But all is not right with some of our pseudo-financiers .... 

(At this stage the Honourable Bir Basil Blackett rose to speak.) 
JIr. PreBldant (to Khan Bahadur Mian Abdul Aziz): Has the Honour-

able Member finished 'I 

Khan Bahadur Kian Abdul .Azis: No, Bir. 

Sir Purll1lotamdu 'lhakurdaa: If Sir Basil Blackett begins his speech, 
Mian Abdul Aziz will finish. 

nan lIahadur Ki&D Abdul Azts: Then again, it was said that the 
Finance Member used the public funds at the disposal of the Government 
of India for other purposes, though they nominally form part of the rail-
way depreciation fund ... (An Honourable Member:' "Nominally?") 
Nominally in the sense that the Railways can always claim them, but those 
funds do form part of the general b8laDce at the disposal of the Govern-
ment of India. 

8Ir P rs ota ~ Thakar_ Where does the reduction of debt come 
iIl? 



OBNBBAL B ~ -  ~  •• 1218 

Dan Bahadur JII&Ii Abdul Ails: The Railways can use them. though 
they form part of the funds at the disposal of the <?,overnment of India. 
But my point is this, that df the Government of IndIa use these funds as 
it appears to them n~essar  ~ ere is the n~essi t  for our ~estioni~ 
their action? The obJect. of uSlDg these funds IS sl l~ to. aVOId the ~n
cUrrlng of further debts. Everyone knows who has had anythmg to do WIth 
the Treasury that the wisest course is to run these treasuries with the 
minimum cash ba:lance that you can, otherwise the amount of the extra 
cash is simply wasted. It brings no interest. Anyone knows that. If the 
Fjnance Member has used BOme of his cash balance and has used it in the 
Bernce of the country, he has saved us from paying needless interest and 
he should be congratulated and not criticised; so that the real issue is 
OOIlcealed from the people who have DOt gone into the details of thiJ 
question. 
I have only one more Weld to say, Sir. Mr. Shanmukham Chetty talked 

about the debt question, lind: he said there is only one way of redeeming 
unproductive debt. I will take his own inatance. What happens if aD 
unproductive debt has to be Wiped off, is as follows. Suppese the Govern-
ment borrows 60 lakhs, 50 'lakhs on whiCh a commercial department can 
pay interest, and 10 lakhs on whicb the commercial department cannot 
pay interest. On that 10 lakhs the tax-payer has to pay interest. If the 
F·inllnce Member or if the Department has SO arranged things that in 
course of time the Department can pay interest on another 5 lakhs, thea 
what happens is that 55 lakhs become productive and only 5 lakhs remain 
unproductive. l'he tax-payer is relieved of that extra burden. That is if 
he cares to understand the whole thing. 

Before I c:/ose, Sir, I should like to tell him that a Swarajist and. ". 
very much better Swarajist than himselt'expressed his o~nion quite recently 
in rin~ about this point and I shall close with a quotation of those relIlBl'ks : 
"On two facts Sir Basil Blackett may congratulate hilD8elf. He has efl'ect.ed. a 

clean cat between the financel of the central and proyincial govel1lD;lents te la~ 
in tile· Reform Act; the provincial contributions have been permaneatly abol:iahed. 
That i. to say, he has done all that was posaiWe within the four 'eorners of the 
Meston Settlement. The other maasure for which he may claim credit ill hill pubJiq 
debt. policy. The unproductive debt has been steadily reduced, while an endeavour 
hAS been made with considerable succ_ to avoid borrowing ia external lIUU'kets. 
Sir Buil reckons that if his methods are eontinued, ·our entire unproductive debt will 
vanish in twelve years. Thi. aspect or that of his debt ~e tion aud loa.ns poliCJ 
may he opeD to question; lOIne may consider that he aDotted too much to debt 
redemption, while others may cavir at hill choice of the market and the terms be 
ofl'ered for certain of his loans. Making. all allowance for this, it c:&IInotbe deoiei 
that his public debt policy has been characterised by a devotion to India's int.ereMa 
and a degree of shrewdneu and wisdom which mark Sir Basil with tbe stamp of a 
far-seeing financier." . . 

'!'he Honourable Sir Balli BlackeU:Sil', I must begin my speech U. 
reply with thankR to those Members who have been mnd enougll to ay • 
kind things about me and perhaps I may paztieulariv eXpress what I 
really feel.. my gratitude to the Members of the Congress Party for attend-
ing both to heRr my Budget introduced and t-o' take pari in ~i  
hlldget disnussion. I think I may partinularly congratulate their I.eadem 
on their clever interpretation of the Madras Congress resolution. It will 
have been observed that several of the speakers on the on~s side 
Abarted their Apeech by the statement that they O&11not eongr!ltuJate the 
Honourable tho Finance Member on his B ~t  Unless I am gt'8Btlv 
• mis!nformed, the reason is that the Leadel'!l of the ~ B Party.had 
deCIded that the proper interpretation of the Madras CongreslJ reaoluti01l 
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that they should not take part in this disoussion was that Members of 
the Congress Party could take part in it provided they said nothing com-
plimentary to the Government. I am quite glad to congratulate a good 
many Members of the Congress Party on their success in combimng the 
suggestion that they would be willing to compliment me with strict observ-
ance of discipline. There are certainly BOme Members of the Party who 
may be acquitted of any attempt to be courteous. (Laughter.) I win 
deal with them later. 

The course of this debate has been one to which we have become ac-
customed in this House. By far the most important part of the debate 
has been the announcement made by my friend His Excellency the ~ 
mander-in-Chief on the subject of the increased Indianisation of the Indian 
Army. That announcement is probably one of the most important single 
SIlDOuncements that h"" been made in India in pursuance of the poliny 
laid down ·in August, 1917. It marks the steady advance of His Majesty's 
Government ~  of the Government of India towards the goa.! to which 
they have determinedly set their gaze. And it has been received in 
characteristic fashion. The Leader of the Congress Party, Pandit MotilaJ 
Nehru, first of all announced that whatever the announcement had been, 
he was going to curse in regard to it. He then proceeded to do his best 
to find' fault with the announcement. He showed that, while he W8l! 
willing to put comp'Iete faith in anything that was told him in Moscow, 
he was equally prepared to invent out of his Omt imaginatoion what I can 
only describe as a gross slander oD, his own fellow-countrymen, the Indian 
aoldiers. Mr. Jinnah received it in rather a different fashion. He has been 
telling us on and off for a good many years that he has no faith of any 
sort in the British 'Government or in the Government of India. He told 
us speCYifically three weeks ago that he had no' faith whatever in: His 
Majesty's Government ana the British. And to-day the announcement 
has shattered his faith. It has shattered his faith. 
JIr. ]t. It. Shamnukham Ob.et\y: He had faith when he joined the 

Committee. 

The HoOIlOurable Sir Bull Black,": I will deal with one other point 
raised on non-financial questions. It was raised by Pandit Motilal Nehru. 
He was evidently rather pained by t.he obviously sympathetic reception 
which the Statutory Commission has received in Madras (A'n Honour-
4ble Member: "Has it" 1) and he tried quite naturally to minimise it. 
There has been put into my hands since he spoke a telegram addressed to 
a non-official Member of this Assembly by a prominent member of the 
Statutory CommiBBion which I should like to read in order to encourage 
Pandit Motila1 to mother attempt. 

Moulvl Muhammad Yakab (Rohilkund and Kumaon ,Divisions: Muham-
madan Rural): May I knoW;. Sir, to whom it is addressed 1 

'I"he Honourable SIr Bull Blacke": I will read it : 
"Our reception in Madras Presidency really cordial . and spontaneous. Everywbere 

delestationa met UII representing different ClODllQunitiea and intereets and also local 
bodies. Most atrikinll: IPlthering of 20,000 to M.OOO kallara yesterday morning at 
Uaalarnpatti. Demonstrations against UR ridiculously small in numbers and obvioualy 
orl(aniaed and sllbsidiaed. Flags' and placards of ODe sliandard and evidently .upplied 
from. central depOt." 

I will now tu1'Jl t-o the Bl)dget. 
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1Ir ••••• .JGIJd (Nominated: Labour Interest_); May I know whether 
the t$gaDl came froD) a joUl'JJQliat '} 

. Be ~ e SIr .iIu ..... ": It is ~ a ~~r of the at.-
tutory CoDlQlisaion. (An Hcmovrable M,mber: "To whQm was it a ~ 

eec1"l). . 
I will now tum to the Budget. I am afraid it will be imposaible few 

me to cover all the subjects which were raised in the course of the diI-
CUBBioQ. I should like to begin by ~ latin  Pandit Hirday Noatb. 
X"unzru' on his thoughtful speech. I am sorry that he should think that 
there was any attempt to conceal the increaae in the Air Force. A year 
asq, I mentioned specifically the expansion of the Air Force in my budget 
speech, and if it was not followed up and if more details were not asked. 
for, 1 can only surmise that Honourable Members were so much interested 
in thtj ratio that they forgot the Air Force. But there wall a definite 
statement in my speech. Pandit Hirday Nath Kunzru also referred to· 
our meome-tax estimates. I share with him the disappointment that we 
have not been able successfu'lly to estimate in advance hitherto the yield 
of our income-tu. Last year was a particular disappointment arising from 
a source which we have managed to trace to its issue and we are not liable 
to make the same mistake as was made last year. Obviously we have to 
try and find out in advance something in regard to the probable pronts 
of the bigger industrial concerns or the industrial concerns generally in 
the course of the current year iri order to 'get an estimate of what income-
tax is likely to. yield us next year. I feel fairly confident. that the basi .. 
of our estimate this year is a sounder one than it has been hitherto and 
that our figure of Rs.· 17 crores for the coming year is reasonably likely 
to be ree!lised. But I share with Pandit Hirday Nath Kunzru the dis-
appointment that we have hitherto not been entirely successful in our esti-
mates of income-tax. Mr. Birla, Sir Purshotamdas Thakurdas and Mr, 
Chetty seem to have put their heads together to try and invent a parti-
cu1ar 'line of nttack on this year's Budget. The figures in regard to o~ 
debt are figures which are comparatively recent. They date from some 
time during my period a8 Finance Member. Previously the debt of India 
~as shown simply as. broadly speaking, market ~t  I set to work to get 
mto the statement of our debt all the debt that the Government owed in 
various forms, including, for example, savings bank, cash certificates, pro-
vident funds, and so on, and the state en~  as it is now given, which has 
been the same for the last three years, shows absolutely the total of the 
debt of the Government of India in any shape or form. It is quite true, 
and this is ~ point that I drew attention to" not in public, but in the Finance 
Department some considerable time ago, that t ~ statement of our debt 
does not include liabilities to ourselves because that is not debt. It cannot 
be included as part of our debt and there is a note of mine somewhere in 
the Finance Department saying that when the Government of India Acfl 
comes to be revised, provision ought to be made so that we shall be able 
in future to show as debt, liabilities which are as separate as the depre-
oiation fuBd and reserve fund of the Railways are from the general finances 
of tOe country. They are not debt a.t present beca.use the Government of 
India. owe them to themselves and you cannot call that, deht. The t~e 
Honourable Members who drew attention· to this seemed to think: that they 
• ~ made a great diaoovery, but exactly the same t in~ has been the poRi-
Ilion for ~e last three or four years in the statements that· have been made 

• 
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in the Budget and so why they should think that something extraordinal'J. 
has turned up I do not know. Mr. Birla, I think, would on second thoughts 
like to withdraw the language that he used. It is not 1 think quite right 
that when statements are put before this House they shou'ld be charaoterised 
a.s untrue or false by a gentleman who had just previously stated that 
he was unable to understand them. Nevertheless, the sta.tement of our 
debt does show absolutely the exact position" that is, the total of the 
debt of the Government of India,-the total that is productive and the 
total that is unproductive. I could not follow Mr. Chetty ~t  all in ~ 
argument that you had to buy unproductive debt in the market in order 
to pay it off. Why you should buy unproductIve debt in the market and 
theu issue some other debt of apparently the same denomination and call 
it productive because it was issued for our productive purposes, I could 
not follow. Obviously our unproductive debt consists at any given moment 
of that part of our total debt which is not represented by -assets which 
are earning for the tax-payer a sum equal to or greater than the amount 
of iriterest which the tax-payer has to pay on the debt. It may interest 
the House to have some analysis of our present debt and to have figures 
in greater detall than has been given so far. Our total debt on the 31st 
March, 1928, is estimated to be as follows: 

Invested in Raihraya. •  • 
Invetlted in other productive forms 

a e~ the province. 

Total productive debt 

Cmres. 
666 
20 
126 

812 

Lakhs. 
13 
4,1 
34 

88 

Our total debt is 991 crores, 61 lakhB, and this leaves a non-productive 
debt of 178 crores and 73 IHkhs. That is to say, 178 crores and 73 lakhs 
is the t.()tal amount of the debt cn which the tax· payer has to find the 
interest out of taxation. On the total of the rest of the debt the interest 
is found out of the productive enterprises in which the money is invested. 
It is in consequence of the steady growth of our productive debt and the 
steady reduction of our unproductive debt and the funding of large amounts 
of debt carrying 6 per cent. free of tax and the substitution for such debt 
of debt carrying under 5 per cent. that the burden of the interest charge 
On the tax-payer has been coming down. Either in my speech or in the 
inan~al Secretary's Memorandum exact figures will be found of the 
charge which is to be met by the tax-payer out of his own pocket, out of 
taxation year by year, and that Ehow8 a very steady reduction. That I 
may -inform Mr. Chetty includes the interest that we pay to the Railway 
Board for interest on the depreciation fund, so that the figures of the 
interest actually paid show the exact position of the tax-payer year by year. 
I hope that after this explanation some of the charges that have been made 
will be withdrawn. I would like to point out to Sir Purshotamdas 
'l'hakurdas that he seemed to be under the impression that a. large pro-
portion of the reduction in-the unproductive debt of which I spoke was due 
to the fixing of the rupee at lB. 6d. Apart from the fact that the rupee 
was changed from 28. to h. 6d., a point which I used to dwell on a. year 
&:gO, I would draw his attRntion to the fRet that the figures in thE' speech 
take the sterling debt of  1928 for purposes of comparilron at la. 6d. jllst 
in the same way as they take the sterling debt of 1928. Therefore, there 
is no question of the reduction of unproductive debt being due to an altera-
tion in the ratio to h. 6d. 
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Mr. Jamnadas Mehta did not disappoint me. I have come to feel 
i ~ uncertaiD of the wisdom of anything done by the Finance Depart-
ment or anything said by the Finance Member until it has received the 
hall mark of a castigatioD from Mr. J amnadas Mehta. I do not suppose 
that -he will desire me to try and follow him in the maze' of figures chosen 
.carefully in accordance with the thesis which suited him. without reference 
to any real meaning in the figures with which he tried to invent a case 
agsinst me. I was interested, however, to observe that when he had 
s1lCceeded in inventing a case against me he discovered that I had noi 
increased taxation at all during my period of office. That I think was the 
net result of his arguments. I believe that on the whole I have .slightly 
decreased it, but not very greatly, and it has been a matter of regret to 
me that during my term of office the opportunity for any large reduction 
of taxation bas not arisen. That was because we had a prior obligation to 
the provinces. It is true in a sense that the remission of the provincial 
contributions to the tune of 9 crores and 83 lakhs, or 9 crores and 20 lakhs 
if you leave out Bengal, is in effect a reduction of taxation, because either 
the provinces in order to spend what they did would have had to raise 
that taxation by other means, i.e., that extra amount by taxation of the 
provincial tax-payer, or to forgo the expenditure 80 that it is in effect a 
reduction of taxation. 

Several speakers have referred to the Maston Settlement. We have 
now got rid of the provincial contributions and the time for some modi-
fication of the MestoD Settlement is obviously approaching. Those Honour-
able Members who are keen on it, especially on the other side, will no 
·doubt take the opportunity to give evidence before the Statutory Commis-
sion OIl; the subject. (Laughter.) But even if they do not, I am in~line  

to think that the St,atutont Commission will have their attcnt.ion draWll 
to the :Meston E·et.tiement.· '!'he subject really raises the whole problem 
of fcderal finance. It is obviously necessary that the Central Government 
should be in possession of sources of revenue which are adequate for all 
purposes, because it is on the Central Government that the burden of an 
emergency must always fall. I think that it is most desirable for that 
reason alone that some reduction of central taxation should be possible 
within a comparatively short time in order that the Central Government 
may have a margin of taxable capacity as against emergencies. On the 
other hand, there is no doubt that the working of the provision giving the 
provinces a share of income-tax has not been satisfactory. It has never 
'really served its object. Certain proposals were framed by the Finance 
Department and were discu88ed with the Provincial Governments and in 
particular at the last Finance Members' Conference. They involved a 
sacrifice of something between half a crore and a crore of the Central 
Government '8 revenues, but they were not considered by some of the Pro-
vincial Governments as giving them as much 80S they wanted, Bnd it was 
felt that with the approach 'of the time when the whole question must 
be taken up by the Statutory Commission-and I may add, in view of the 
want of cash in the pocket at the moment of the Central Government--it 
was felt that· it was desirable to leave the subject for consideration by 
the Statutory Commission. In tbe same connection other Honourable 
Members have spoken about the enort duty on jute. Now I would put 

• it quite simply. Eitner the export dllty on jute is a bad tax which ought 
00 be abolished at once because it falls on the' agriculturist, or it is paid, 
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Dot by j;he agriculturist but by the importiJIg user of j.ute, that is·to UJ. 
it is either a bad tax, or it does not fall on lien ~  

AD Bou01JDb1e Kember: Is there any other monopoly commodity? 
\ 

De BODODr&ble Sir Bull BIacbU: I do not suppose the Hoaourable 
Member could have foijowed my logic. Pe~a s if he reads the speech 
later, he will be able to think about it. Quite obviously, then, if that 
duty is falling on the agriculturist at the present moment, what ougLt 
to be done is not to hand it over to the Provincial Government but to· 
abolish it or at least to reduce it if some part of it is falling on the Bengal 
tax-payer. If it is not falling on the Bengal tax-payer, if it is in fact being 
paid by our customers over-seas, then 80 long as the monopoly conditions 
which enable that to happen remain, it may be a good tax; but it is 
obviously desirable that it should be in the hands of the Central Govem-
ment. so that action may be taken. to reduce it tae moment there may 
be any sign of a change in the monopolistic character of the article on 
which it is imposed. But you should not expose the Provincial Govern-
ment to the temptation, of raising revenue by imposing export duties OD 
aU'and sundry articles at the expense of its own agriculturists, nor to the 
difficulty of having to deal with the jute duty or an export duty of any 
kind at a moment when world conditions may have made it imperatively 
desirable in the economic interests of everybody that the duty shquld ~ 

abolished. So far as the jute duty is concerned, or any other export duty, 
I think therefore that Honourable Members will be very wise to oppose 
very stoutly any suggestion for provincialising thein. I have full sympathy 
with the desire of the provinces to see their revenue increased and made 
more elastic. I am in some hopes that some results in this ire tio~ a  

be secured when the Statutory Commission has reported-some artange-
ment that might hand over some of the non-judicial-stamps to the Central 
Government and give in their place a really effective share of the 
incC4De-tax. 

I do not think that I need enter into any of the other points that were 
raised. ~  friend Sir Victor Bassoon had some complaints to make about 
the collection of income-tax. I am beginning to wonder quite seriously 
whether my Income-tax Department .. not becoming almost effective. It 
has had a long struggle and I am sure there is still room for improvement. 
I do think that this House should realise that the Income-tax Department 
has a very difficult duty to perform. It is performing it to the best of it, 
ability in unpopular circumstances. There are great possibilities of tempta-
tion. It has built up a very good record and I would' like to aad that it 
is almost entirely Indian. I do hope Hnourable Members will think.. twice 
before making attacks, which, in the nature of income-tax, come very 
naturally, upon the agents of the Government. of India who are engaged' 
in collecting that unpopular tax. . 

Sir, I do not know whether you remember a debate -on the Budget about: 
three years ago when sitting opposite me in old Delhi you became ven 
vociferous about the concealed crores in my pockets and I suggested that 
I should be afraid to meet you on II. dark night, if you really believed the 
money was there. A good deal has been said which shows that Honourable 
Members still think that I have got large numbers of crores concealed in 
my pockets. I assure Honourable Members that  that is not 80. I leave 
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them to find the full facts in our published statements. For those who 
try to study them, our Finance and Revenue Account and our Financial 
Statement are more illuminating or are becoming more illuminating year 
by year and are a great deal more illuminating than they were at the 
beginning of the time when the Legislative Assembly came to deal with 
the Budget. I believe that it has been one of the effects of the Legisla-
tive Assembly's criticism and of its power to criticise and vote on Demands 
for Grants, that 1fery considerable improvement has been arrived at in the 
whole machinery for Parliamentary control of the Budget and other finance 

• matters of the Government of India. And it is for that reason that I 
F going to permit myself one last remark. What has been happening 
m the course of this last E'ession is particularly depressing to a man like 
myself who has been in the Assembly now going back to a date 1fery near 
its commencement. During the whole of that time the principal interest 
of many of us, the interest really that was the driving power behind what 
we were doing, has been the desire to make the Legislative Assembly more 
and more into B Parliament. And my difficulty to-day is that I feel that 
at every turn this Assembly is to all appe8l'!lnce trying to commit political 
suicide. Every opportunity that is given it of showing that it has a res-
ponsibility and can use it, it takes to prove that .it can be irresponsible. 
That dOes not need proving. But I do hope that, in spite of the atmos-
phere of ·to-day, Honourable Members will realise that many of us have 
been and are very keen on seeing that the Assembly, particularly through 
its control of finance, may more and more approximate to, until it finallv 
reaches the ~sition of, a real Parliament. (Applause.) -

. The Assembly then adjourned till Eleven of the Clock on Saturday. 
the lath March, 1928i' . 
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