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COUNCIL OF STATE.
Thursday, 4th March, 1937.

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

MEMBERS SWORN.

Tue HoNOURABLE Sik Suleman Cassum Haji Mitha (Bombay Presi-
dency : Multammadan).

Tae HoNouraBLE MR. Arthur Kirke Smith (Government of India:
Nominsated Official).

. QUESTIONS AND ANSWERS.
RENEWALS OF CONTRACTS IN REGARD TO COMPANY-MANAGED RAILWAYS.

35. THE HoNoUBRARLE MR. NARAYANDAS GIRDHARDAS: (a) In
the case of the recent renewals of contracts in regard to Company-managed
Railways, why did Government act against the policy proposed and accepted
in the Legislature over a decade ago and given effect to in the case of such sys-
tems as the G. I. P, E. I. and Burma Railways ?

(b) Are Government prepared to give an assurance that the recent renewals

of contracts do not mean a departure from the policy accopted and carried out
in the case of the G. I. P., E. I. and other Railways ?

TaE HonNourasLE Sik GUTHRIE RUSSELL: (@) and (b). I would
invite the attention of the Honourable Member to the reply given in the Legisla-
tive Assembly by the Honourable Sir Joseph Bhore on the 5th of April 1935
to Mr. Ahmed Ebrahim Haroon Jaffer’s starred question No. 1530.

RESIGNATION OF Sir OSBORNE SMITH.

36. Tur HovovrarL: MR. NARAYANDAS GIRDHARDAS: (n) Are
Government aware of any mystification in the public mind about the resig-
nation of Sir Orborne Smith ? '

(k) Are they aware of conflicting reports about Sir Osborne Sm ith’s
resignation cuorrent in India ?

(¢} Are they aware of reports in conflict with the appreciation expressed
both by Government and Ly the Central Board of the Rcserve Bank at
the time of his resignation %

" (1) Do Government propose tv issue a communiqué stating the full
act ?

(e) If the answer to the above is in the negative, do Government propose
to order a non-official or judicial enquiry ?

- TeE HoNoURABLE Mr. J. C. NIXON: The Government have nothing
to add to the communiqué which appeared in the Press on the 30th of October
last.

( 205 ) A
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OPENING OF RATLWAY LINES CONNECTING OERTAIN PLACES WITH THE EASTERN
BENGAL RamLway.

87. Tne Hosovrape Mr. KUMARSANKAR RAY CHAUDHURY :
(a) Will Government be pleased to state whether they contemplate the opening
of railway lines between—

(¢) Aricha and Dacca ;
(¢s) Issurdi and Sodhugunj viu Pabna ;

(#4%) Barisal and any other railway station on the E. B. Railway ?
If so, when and if not, why, and what are the alternative proposals, if any, to
connect those places ¢

(b) Whether any cstimates werz ever prepared for fhe construction of the
above railway lines and whether they have been given up . If so, what are the
various reasons for doing so ? { o

(¢) Whether the construction of a motor road between Aricha and Dacca
is in contemplation by Government and, if so, how will the difficultics
set up against the construction of the railway line be avoided?

(4) What representations, if any, did the steamer companies plying botween
Goalundo and Naraingunj make on the Aricha-Dacca railway scheme ?

\

Tae HoNoURABLE Stk GUTHRIE RUSSELL: The required information

is being collected and a reply will be laid on the table in due course.

NuMBER OF CADETS ADMITTED TO THE TRAINING SHIP ‘‘ DEFFERIN .

38. Tae HowouraBLE Mr. GOVINDLAL SHIVLAL MOTILAL:
(a) Will Government be pleased to state if the number of cadets that were
admitted to the Training Ship ‘‘ Dufferin ”’ up to 1934 for being trained as
Deck Officers was 33 per year and whether that number has been increased to
50 from the year 1935--25 to be trained as Deck Officers and the remaining
25 as Engineers ?

(b) If the answer to (a) be in the affirmative, will Government be pleased
to state whether the number of cadets who sit for the qualifying examination
has been declining recently ?

(c) If the answer to (b) be in the affirmative, will Government he pleased
to state whether it is a fact that while 200 candidates sat for the
qualifying examination in 1935, only 125 appeared for that examination in
1936 ?

(d) Is it a fact that the Governing Body had to select 50 candidates out of
57 only who appeared at the interview ?

(¢) Will Government be pleased to state what steps they have taken or
propose to take to see that shipping companies would employ the cadets
when duly qualified as officers in *“ adequate numbers »* ?

Tre HoNoUrABLE MR. H. DOW: (a) Exocept during the years 1927
and 1929, when the number of cadets admitted on the results of the qualifying
examinations was 30 and 35, respectively, the position is as stated by the
Honourable Member.

(b) Yes.
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(¢) The number of candidates who sat for the qualifying examination in
1935 and 1936 was 180 and 124, respectively.

(d) The Honourable Member is apparently referring to the selection of
-oandidates which took place in January this year, and, if so, the answer is in
the affirmative. I should explain that only passed candidates appear at the
interview.

(e) Government addressed the leading shi}B)ing companies last year on
‘the general question of the employment of ex-¢‘ Dufferin’’ cadets and have also
been in constant correspondence with them about individual cases.

AMENDMENTS TO THE PROSPECTUS OF THE TRAINING SHIP ‘“ DUFFERIN *’.

39. TaE HonNouraBLE MR. GOVINDLAL SHIVLAL MOTILAL: (a)
‘Will Government be pleased to state whether they asked the Governing Body
-of the Training Ship *“ Dufferin "’ to consider some amendments to the Pros-
peotus of that ship either in 1935 or 1936 1

(b) If the answer to (a) be in the affirmative, will Government be pleased
to lay on the table the proposed amendments to the Prospectus in question
and to state whether they have received any representation or representations
from the Governing Body communicating their regret that they cannot agree
to the proposed amendments to be made in the Prospectus? If so, will Gov-
ernment be pleased to lay on the table copies of the communioations received
from the Governing Body on that subject ?

(¢) Have they decided to make amendments in the Prospectus ¢! If so,
will Government be pleased to state their reasons for doing so ?

TuHE HoNOURABLE MR. H. DOW : (a) Yes ; in 1935.

(b) I lay on the table a statement showing the proposed amendments.
With regard to the second portion, I would refer the Honourable Member to
the reply given by the Honourable Commerce Member to part (¢) of the starred
-question No. 742 asked by Pandit Govind Ballabh Pant in the Legislative
Assembly on the 24th February 1936.

(c) Yes: because Government consider that the parents and guardians
-of cadets intending to apply for admission to ‘‘ Dufferin ”’ are entitled to the
fullest possible information regarding the course of study and the prospects of
-employment.

Statement showing the Proposed Amendments to the Prospectus of the Indian Mercantile
Marine Training Shep ‘‘ Dufferin .

Page 4, paragraph 1.—Aims and objects of the * Dufferin ', sub-para. (ii) :
Add ‘* (S8ee paragraph on General Education).”
Page 5.—Last paragraph entitled * Facilities for Apprenticeship ** :—

Delete this paragraph.

Page 7, paragraph entitled ‘* Employment as Marine Engineers on completion of work-
shop training * :—

Delete this paragraph.

Page 7.—After paragraph entitled ‘‘ Pay and Prospects  add the following :—

Facilities for apprenticeship and employment at Sea.

Ezecutive : The Government of India have arranged with the principal shipping
<ompanies operating on the coasts of India to grant facilities to *‘ Dufferin '’ Cadets to
proceed to sea as apprentices as vacancies occur. Many of these have also agreed to

A2



208 COUNCIL OF STATE. [41H MaRCH 108T.

accept as Officers in their Companies such apprentices who have passed through the
¢ in ", completed their apprenticeship at sea with satisfaction and obtained the
neceasary oertificates of competency.

Engagement of apprentices and the employment of officers in after life is however
mdent on many factors, such as eonditions of trade, number of vacencies, and the
and regulations of each individual company.

Engineering : The Government of India are also assured that facilities for traini
a8 apprentices are available at the major Marine Workshops in Bombay, Calcutta an
Rangoon and further that the prinoipai shipping companies operating on the coasts of
India will accept ez-* Dufferin ”” Cadets who bave proved themselves satisfactory, as.
Junior uncertified Engineers and later as certified Engineer Officers.

Facilities for placing apprentices in workshops and employment at sea as certified
or uncertified Marine ineers, as in the case of the Executive Branch, are dependent
on the conditions of trade, number of vacancies and the rules and regulations of each
individual company.

General Education : It is realized, however, that not all who join the ‘ Dufferin '”
may be able to proceed to sea, and indeed may not desire to. For this reason, and to
allow for an element of competition in the Training 8hip, in addition to vocational train-
ing, the Curriculum has been so designed that it combines the requirements of the see
with those of the DUniversities in Indis up to Matriculation standard and so provides &
good Public Bchool education, a suitable preliminary to an University career or to em-
goyment in other walks of life, and arrangements have been made by which the ** Dufferin "

assing Out Certificate has been recognised by the Government of India as equivalent to
the Matriculation Examination for purposes of admission to the Public Bervices in India
and by the Universities as equivalent to Matriculation.

Instruction on the Training Ship is given in English, Geography. History, Arith-
metic, Algebra, Geometry, Trigonometry, Science and Mechanics. For vocational subjects,
the Executive Cadets will take Navigation and Nautical Astronomy, Meteorology, Ele-
mentary Engineering, Seamanship and Magnetism. The Engineering Cadets will take
Practical Mathematics, Engineering Knowledge, Mechanical Drawing, Manual (Work-
shop Practice) and Elementary Seamanship.

The above subjects will be included in the Final Passing Out Examination.

The Syndicates of the Universities of Bcmtay, Nagpur, Madrag, Delhi and Benares
have recognized the * Dufferin >’ Final Passing Out Exemiration as equivalent to the
Matriculation and the High S8chool Exemination on obtaining the requisite quota of marks.

The University of Patna has granted permission to a Cadet of the ‘‘ Dufferin ’ who
passes the final examination of the rhip to join the First Year Claces of a College affiliated
to that University provided that he ratisfied the conditions of regulations 8 (4) of Chapter
XXVIII of the Patna University Regulations. The Universities of Mysore and Rangoomn
too have granted equal recognition subject to certain conditions.

The Syndicate of the University of Calcutta has sanctioned the admission of a student
who has passed the Final Examination on the ‘ Dufferin " into the first year class of a
College affiliated to that University provided the candidate passes in one of the vernaculars.
mentioned in Section 9 (4) of Chapter XXX of the Regulations before proceeding to the
Intermediate Examination of that University.

*In respect of the Executive Cadets, the Board of High School and Intermediate
Education, United Provinces, Allahabad, have recognised the ‘‘ Dufferin '’ Final Pass-
ing Out Examination a8 equivalent to its High 8chool Examination for the purpose of
enabling candidates to enter upon the course of study prescribed for the Intermediate
Examination.

The Universities of Osmania, Punjab, Andhra, Annamalai and Aligarh have granted
equal recognition subject to certain conditions.

These five Universities as well as the Allahabad Board have now under considera-
tion the grant of equal recognition to the Final Passing Out Examination in the case of
Engineering Cadets.

Page 10.—Delete paragraph on General Education.

'Thiswillnguireto be re-edited as by the time the fresh prospectus is ready for
the press, it is anticipated that all the Universities will accede to the request for recog-
nition of Cadets taking the Engineering Course.
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PROCEDURE FOR THE FELECTION OF CHAIRMAN OF MgeETINGS OF THE
GovVERNING Bony or THE TraINING SHIP ¢ DUFFERIN .

40. Tae HoxouraBrLe Mr. GOVINDLAL SHIVLAL MOTILAL:
(a) Will Government be pleased to state whether thoy have received any
communication from the Governing Body of the Training Ship ‘‘ Dufferin ”
requesting Government not to make any alteration in the procedure followed
since the inception of the Training Ship in regard to the election of the Chair-
man of the meeting when the regular Chairman was absent at that meeting
.and to reinstate the old rule whereby the Governing Body will be able, a8 in
the past, to elect & Chairman from amongst themselves at any meeting where
the regular Chairman was ahsent ?

(b) If the answer to (o) be in the affirmative, will Government be pleased
to state whether they have complied with or propose to comply with the
request of the Governing Body in this matter ¥ If not, why ?

Tre HoNouraBLE MrR. H. DOW : (a) Government are not prepared to
disclose communications made to them by the Governing Body.

(b) Does not arise.:

PUBLICATION OF THE REPORT OF THE CONTROLLER OF THE CURRENCY.

4]1. Tug HonNouraBLE Mr. GOVINDLAL SHIVLAL MOTILAL:
Will Government be pleased to state—

(a) whether the publication of the report, known as the report of the
Controller of the Currency, will be continued by the Reserve Bank
of Indisa ;

(b) if so, when will the report be published ?

Tue HoNoUrRABLE MR. J. C. NIXON: (a) and (b). The publication of
the report of the Controller of the Currency has been discontinued. The
more important material previously included in that report now appears in the
statistical summary of the Reserve Bank.

ABOLITION OF PREFERENTIAL TARIFFS ACCORDED TO IMPORTS FROM THE UNITED
KiNngDpoM.

42, Tae HonoumaBLe Mr. GOVINDLAL SHIVLAL MOTILAL:
Will Government be pleased to state as to when do they propose to abolish

‘preferential tariffs accorded to imports from the United Kingdom under the
Ottawa Pact ?

THE HoNouraBLE M. H. DOW: The question of a new agreement to
replace that concluded under the Ottawa Pact is now under discussion with
‘His Majesty’s Government in the United Kingdom, and Government are not
Yet in a position to anticipate the results of that agreement.

DETaILS OF THE RUPEE AND POUND SECURITIES HANDED OVER TO THE RESERVE
BANK.

43. Tee HonouraBLE Mr. HOSSAIN IMAM: Will Government lay
on the table a statement giving details of the Rs. and £ securities, handed
?ver to the Reserve Bank on 1st April, 1935 (note: composition as published

or G. 8. R.). ' '

Tae HowoumaBLe Me. J. C. NIXON: Government consider that it
would not be in the public interest to give this information.
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CoMPOSITION OF RUPEE AND PoUND SECURITIES HELD BY THE RESERVE
BANK.

44. Tae HoxouraBre Mr. HOSSAIN IMAM: Will Government
kindly state the composition of £ and Rs. securities held by the Reserve Bank
on 31st December of 1935 and 1936 ?

Ter HoNouraBLE Mr. J. C. NIXON: The Bank does not publish the
details of its investments.

REPLACEMENT OF THE OTTAWA AGREEMENT.

45. THE HoNouraBLE Mr. HOSSAIN IMAM: Will Government state
fully what steps they have taken, and what steps they propose to take to re-
place the Ottawa agreement, and do they propose to give the Legislature an
opportunity to ratify or reject their interim arrangements ¢  If not, why not ¢

Tue HoNourABLE ME. H. DOW : The matter is still under consideration
in consultation with Government’s non-official advisers and with His Majesty’s
Government in the United Kingdom. As regards the interim arrangements,
the Honourable Member’s attention is invited to the Press Communiqué issued
by the Governmerit of India on 19th October 1936, a copy, of which is in the
Library. Government do not propose to bring this before the Legislature in
any other manner.

Tae HoNoumraBrLe MRr. HOSSAIN IMAM : Does the sanction of the
Assembly mean that the interim arrangement can be made for a prolonged
period ?

Tee HoNouraBLE THE PRESIDENT : That is a matter of opinion.
I disallow it.

AMOUNT IN THE DEPRECIATION FUND STANDING TO THE CREDIT OF THE EAST
INDIA AND THE BUuRMA RAILwAYS, ETC.

46. Tae HoxouraBLE Mr. HOSSAIN IMAM: Will Government
‘kindly give the following information separately about the East India and the
Burma Railways :—

(a) The amount standing to their credit in the Depreciation Fund on 31st
March, 1929 and 1936 ;

(b) The total credits to and withdrawals from the above fund for the last:
seven years ;

(c) The amount taken as loan from the above fund and Railway Reserve
Fund, in each of the lest seven years ;

(d) The surplus or deficit, from 1924.25 to 1935-36, after deducting the
oontribution actually made to general revenues ?

TeE HoNoUraBLE Sik GUTHRIE RUSSELL : (a) and (b). I would
refer the Honourable Member to paragraph 25 of Vol. I of the Administration
Report of Indian Railways for 1925-26.

(c) Neither the amount of loan taken from the Railway Depreciation
Reserve Fund nor the balance at credit of the Railway Fund has been allo-
oated to individual railways.

(d) For the same reason the surpluses and deficits cannot be allocated to
individual railways. ’
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IxDpIA’S LIABILITY FOR PoUND WaR LoaN.

47. Tae HoNouraBLE Mr. HOSSAIN [MAM: Will Government state
what steps they have taken or propose to take to quash India’s liability for
£ War Loan ?

Tue HoNouraBrLE Mgm. J. C. NIXON : The payment of capital and
interest remains suspended according to arrangements following the Lausanne
agreement, of 1932.

NUMBER OF STUDENTS WHO PASS OUT ANNUALLY FROM THE INDIAN MiLiTARY
AcapEmy, Denra DuN.

48. Tae HoNoURABLF Rar Bamapur Lara RAM SARAN DAS: Wil
Government kindly state :

(a) What has been the number of students who pass out each year from
the Indian Military Academy, Dehra Dun, during the years it has been in
existence ?

(b) Whether its students after completion of their course at Dehra Dun
go to Great Britain for further training ? If so, for what period ?

(c) What is the total amount of fees charged for training each student,
and what proportion of such fees does Government bear ?

(d) How many of the Diploma Holders of the Indian Military Academy
have so far obtained King’s Commission in the Army in India ?

(¢) Whether the places of Viceroy’s (Indian) Commisrioned officers are
now filled by studentis from the Indian Military Academy, Dehra Dun ?

His Excerrency TtHE COMMANDER-IN-CHIEF : (a) 29 in 1934,
63 in 1935 and 53 in 1936, or 145 in all.

(b) No.

(c) The fees for the course of five terms amount to Rs. 3,850 for all cadets

except Indian Army cadets who are charged no fees. It has been calculated
that the cost to Government per cadet is Rs. 10,775.

(d) No Diplomas are given at the Indian Military Academy. 124 out
of the 145 cadets who have passed out of the Academy have been given Com-
missions in the Indian Army. ,

(e) Yes, except in the case of those who are posted to the Indian Regi-
ment of Artillery.

REPORT ON THE RUrAL CREDIT BY THE RESERVE BANK OF INDIA.

49. THE HoNOURABLE Rar Bamapur Lara RAM SARAN DAS: Will
Government kindly state whether the Reserve Bank of India has issued any
report on rural credit ? If so, will they lay it on the table of this House ?

THE HoNoURABLE Mr. J. C. NIXON : The Reserve Bank of India
hm{e submitted a report under section 55 (I) (b) of the Reserve Bank Act
lv::il;)loh was published on the 30th December last. Copies will be found in the

rary.

NuMBER OF CADETS RECEIVING KING'S CoMMISSION IN THE AEBMY IN INDIA.

650. Tae HoNOURABLE Ral BaHADUR Lara RAM SARAN DAS: Wil
Government kindly state the total number each year of cadets who have
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during the last five years received the King’s Commission in the Army in
India, and how many of them have been posted in the places vacated by
‘Viceroy’s (Indian) Commissioned Officers ?

His ExceLLeNcy THE COMMANDER-IN-CHIEF: With your per-
mission, 8ir, I propose to answer questions Nos. 50 and 52 together. Practi-
cally all the information required by the Honourable Member will be found
at pages 231 to 239, 278, 406, 407, 414, 428, 455, 463, 471, 477, 479, 489, 499,
505, 510, 517 and 544 of the Indian Army List, a copy of which is in the library
of the Indian Legislature. Except for those posted to the Indian Regiment
of Artillery, all officers commissioned from the Indian Military Academy,
that is to say since 1934, have taken the place of Viceroy’s commissioned
officers. It is, however, impossible to give the names of all the Viceroy’s
commissioned officers who have been displaced.

THE HoNOURABLE MR. P. N. SAPRU : Isthe Indian Army List supplied
free to Members of the Legislature ?

His Excerrency THE COMMANDER-IN.CHIEF: I would like to
have notice of that question, Sir.

SALARIES AND ALLOWANCES TO ARMY OFFICERS HOLDING KING’S COMMISSIONS
AND QFFIOERS PASSING OUT OF THE INDIAN MILITARY ACADEMY, RESPECTIVELY.

61. THE HoNOURABLE Ral BAHADUR Lara RAM SARAN DAS: Will
Government kindly lay on the table of this House the scales of salaries and
allowances (including Lee concessions) to the Army officers holding King’s

Commission, and to the officers who are the product of the Indian Military
Academy ?

His ExoeLrEncy THE COMMANDER-IN-CHIEF : The rates of pay
and allowances of the King’s commissioned officers of the Indian Army are
laid down in the Pay and Allowance Regulations, Parts I and II and Part I—
Special. The Lee concessions will be found in Passage Regulations (India).
‘The rates of pay of Indian Commissioned Officers recruited through the Indian
Military Academy were published in Army Instruction (India) No. 32 of 1935,
a8 amended by corrigendum No. 1, dated the 26th November 1935. Copies
of all these publications are in the library of the Indian Legislature. The

rates of allowances for Indian commissioned officers are at present under
consideration.

THE HoNOURABLE Ral BaHADUR Lara RAM SARAN DAS: Will His
Excellency be pleased to kindly place the relavant extracts from those seven
books on the table of this House as these books are not generally supplied to
the Members of the Legislature ?

His ExceLLeNcy THE COMMANDER-IN-CHIEF : 1 will consider that
suggestion, Sir.

OFFICERS HOLDING KiING’S COMMISSIONS WHO PASSED OUT OF THE INDIAN
MILITARY ACADEMY, WITH THEIR RANKS, ETC.

352. TEE HONOURABLE Ral BasapUR Lava RAM SARAN DAS: Will
Government kindly lay on the table of this House the names of the officers
holding King’s Commission who passed out of the Indian Military Academy,
since its inception, and the names of the Regimente to which they have been

and ranks of the officers; giving names of the officers whom they
have replaced ?

*For answer to this question—ece answer t» question No. 50.
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PURCHASR OF STORES FOE THE DEFENCE DEPARTMENT BY THE INDIAN STORES
DEPARTMENT.

53. THE HoNOUBABLE Ra1 Bamapur Lara RAM SARAN DAS: Will
‘Government kindly state whether or not they are considering the question of
.entrusting the purchase of stores needed for the Defence Department to the
Chief Controller, Indian Stores Department ! If not, why not ?

His ExcerreNoy THE COMMANDER-IN-CHIEF : As has been ex-
‘plained on previous occasions, the Defence Department do already entrust
‘the purchase of certain stores, including textiles and certain machinery, to
the Indian Stores Department. Government are not considering any exten-
.gion of this practice, as the present system has, so far, worked satisfactorily.

CoUNTERFEIT COINS IN CIRCULATION IN INDIA.

64. Ter HoNoumraBLE HaJ1 Syep MUHAMMAD HUSAIN:
‘Will Government be pleased to state :

(@) If a large number of counterfeit coins have been in circulation in
India since 1930 and their number is increasing ? ,

(b) If so, what steps are Government taking to stop this ?

(c) What was the percentage of counterfeit coins detected in the mints
dn 1930, 1931, 1932, 1933, 1934, 1935 and 1936 ?

TeE HoNOURABLE MR. J. C. NIXON : (a) Government are aware of
.some increase in the circulation of counterfeit coins but the increase has not
.been as marked as is suggested by the Honourable Member.

(b) Special steps are being taken by the Mints to render counterfeiting
.mare difficult in future and by the police to check the circulation of counter-
“feit coins.

(c) The question is not clear. The Honourable Member presumably
refers to the percentage of detected counterfeit coins to total coins in circula.
-tion. If this is so, the information cannot be supplied as the number of coins
in circulation is unknown. The percentage, however, would he negligible.

INDIAN RESEARCH FUND ASSOCIATION.

THE HoNoURABLE THE PRESIDENT : With reference to the announce-
'ment made by me on the 20th February, 1937, regarding nominations to
. various Committees, I have to inform the House that the Honourable Diwan

Bahadur Sir K. Ramunni Menon and the Honourable Mr. Hossain Imam
have withdrawn their candidature for election to the Governing Body of
the Indian Research Fund Association. As there now remains only the
oii.ndu;u(ila.ture of the Honourable Sir Phiroze Sethna, I declare him to be duly
-elected.

LIBRARY COMMITTEE OF THE INDIAN LEGISLATURE.

Tre HoNouraBLE THE PRESIDENT : I have to announce to the
~Council that I have appointed the Honourable Diwan Bahadur 8ir K. Ramunni
Menon and the Honourable Mr. B. K. Basu to be members of the Library
+Committee of the Indian Legislature.



GENERAL DISCUSSION OF THE GENERAL BUDGET FOR
1937-38.

TBEE HoNouraBLk THE PRESIDENT : Discussion will now prooceed
on the General Budget (Part II). I do not propose to fix any time-limit for
speeches, but as there are many Members who would be anxious to address.
this House, those who rise will kindly bear some consideration for Honourable
Members who will follow them.

Tae HoxoumaBLE Mr. BIJAY KUMAR BASU (Bengal : Nominated
Non-Official) : Sir, the speech of the Honourable the Finance Member in
the Assembly in introducing the Budget estimates of this year was, if I may
be excused for saying so, characteristic of the man. .It was blunt, plain spoken,
straightforward and devoid of platitudes. .He has grappled the financial
situation with courage, boldness and imagination.

Tre HoNoumaBrLr M. HOSSAIN IMAM (Bihar and Orissa : Mubam--
madan) : He denies it.

'

Tae HoNoURABLE MR. BLJAY KUMAR BASU : I think he will answer
for himeelf.

Many of us, Sir, were afraid that this year the present Budget would
have disclosed much heavier taxation and would have covered a larger field
than what has been disclosed. The threatening war atmosphere in Europe
where the horizon is overcast which may at any moment have an outbreak.
led many of us to think that the Army Budget would have been of much bigger
proportion than what has been provided. Only this morning in a local news-
paper I saw a telegram which supports me in that view. It was a telegram.
which announced that the Lloyd Underwriters have increased their war risk
insurance premium from 2 shillings to 10 shillings per cargo to and from or
calling at French Mediterranean Ports, and they have increased the rate of
assurance of cargoes to and from or calling at the other Mediterranean ports
from 2 shillings to 5 shillings. India may not escape from the effects of re-
percussions of an outbreak in any part of the world. I think that was one
of the reasons which led His Excellency the Commander-in-Chief to express.
his ““ concern ”’ about these low estimates. I only hope there should be no
occasion in the near future for the disturbance of the peace of the world and
that the comparatively low estimates provided for Defence will not seriously
affect the well-being of India. But at the same time we must not forget
that very old saying that * War demands three things,—gold, gold and gold.” .
In any case it would not be idle for us to think that in case of any political:
turmoil in the world it would not be possible for us to keep our expenditure
on Defence within the narrow limits provided in the Budget or anywhere
near it. But I believe I am speculating. I shall be content to leave the -
matter at that.

The next point, Sir, I would like to make is to express due praise to the
far-sightedness of Sir Jamee Grigg in having a Revenue Reserve Fund last
year which has provided to a certain extent for the inanguration of Provincial
Autonomy. erwise we would have been in a much worse position today,
had he not with his usual peroeption of realities timely provided a little nest- -
egg for the purpose.

( 214 )
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I believe, Sir, I should feil in my duty if I did not express my congratu-
lations on the administration of the Posts and Telegraphs Department of
‘the Government. It is one of the most efficiently managed Departments
which has always been amenable to public opinion and which has served
the demands of the public always with a smiling face. My friend Mr. Bewoor’s-
personality and his public spirit has been well reflected in his administra--
tion. I take this opportunity, Sir, of publicly giving vent to my apprecia-
tion of his devotion, zeal and efficiency.

The unexpected fall in the customs revenue this year is an alarming
situation in the budgetary position of the Government and I hope that during
the next 12 months the position will improve with the improvement of trade
and commerce generally so that the Finance Member may not have to go-
‘‘ to-morrow to fresh woods and pastures new .

The proposal for the increase of sugar excise and the duty on silver have
my whole-hearted support and, if I may be allowed to say so, I entirely agree
with the arguments that have been advanced by the Finance Member in his-
speech to the Legislative Assembly. The additional excise duty of 11 annas
per cwt. will have a very salutary effect on the sugar trade by eliminating
rate-cutting and leaving the field to stronger producers who would naturally
augment their profits and pay the agriculturists more reasonably ; over-
production will stop, and finally the profits will contribute a handsome amount:
to the income-tax.

At the same time, Sir, I do not expect the yield from the increase in the
silver duty to be anywhere near the estimates of the Honourable the Finance
Member. But I feel that by this increase the speculators, at any rate, will
be liable to contribute some money to the exchequer from their easy gains.
The two new proposals for additional taxation have this merit that they
will not fall, as has been pointed out by the Finance Member, on the shoulders.
of the poorer classes.

If Sir James Grigg will pardon me the impertinence, I may tell him that»
although I do not believe that he knows everything, in my opinion he has-
got the right end of the stick in his hand right enough. As was said by an
eminent American President, the way to stop financial joy-riding is to arrest
the chauffeur and not the automobile, and Sir James Grigg has effectively
dlc::; so. He has not thrown cats and dogs together and called them ele-
phants.

THE HonouraBLE SR PHIROZE SETHNA (Bombay: Non-Muham--
madan) : Mr. President, every 12 months at this time of the year the people
in India are on the tiptoe of expectation for some relief in taxation if the
budget figures reveal a surplus. If otherwise, they stand in dread of taxation
being increased. The present Finance Member has by now presented three
budget statements. Two years ago when he presented the figures for 1935-36.
he was exceptionally fortunate. A year later—that is 12 months from now—
when he gave us the figures for 1936-37 he counted upon a surplus of 6 lakhs,
which unfortunately has been converted into a loss of 197 lakhs. In present-
ing the figures for 1937-38 he has shown that he expects a deficit of 342 lakhs
but fortunately as he was able to set aside the large sum of 184 lakhs and
created a Revenue Reserve Fund he proposes to utilise that sum partly towards.
this deficit and he is now to make arrangements for making up the further
balance of 158 lakhs. Sir James Grigg therefore is justified in characterising
his statement for 1937-38 as a “ story of disappointment . But at the same-
time he is not one of those who loses heart easily and he hopes that before-
long things will adjust themselves. Let us hope that this will be so.
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‘When presenting his first Budget Sir James had informed us that he found
the manrer in which our budget statements were prepared were peculiar to
India inasmuch as three sets of acoounts were necessary. We had hoped there-
from that he would introduce a change but so far that change has not been
-effected. May I also remind him that no effect has been given to the sugges-
tion that was made, namely, that in addition to the mass of figures we are
supplied with we might be given figures in a manner which will be readily
understood by the man in the street. In addition to the figures of exports and
imports, in addition to the figures of revenue and expenditure, it would be
-ever so much better if, as is the case in other countries, we were also told
whether the country is progressing materially or retrograding and if we were
given an indication of the income of the people of India and other details.
We trust he will yet do so in subsequent years.

The Honourable the Firance Member ‘has told us that: there is to be a
<change in the form and scope of the statements for 1937-38. He has explained
that the existing system has prevailed from 1921 when the transformation
took place because it was necessitated by the separation of the revenue and
expenditure of the Central Government from those of the Provincial Govern-
ments. This change, as we see, has been introduced by him.

The trade and industry of this country has waited too long for the restora-
tion of the remainder, namely, 2 3rds of the 25 per cent. surcharge on income-
tax and super-tax. We were told that this would be restored at the earliest
opportunity. That opportunity has not yet arrived, and it looks as if that
date is yet very distant. If I make this observation, it is because 1 feel that
perhaps we made a mistake in restoring the second cut of 5 per cent. in the
salaries a little before it should have been done. The result has been that
while Government servants have benefited, the general public has been hit
hard by the continuation of the 16 2/3 per cent. surcharge, both on income-
tax and super-tax. India is certainly a poor country, as we know, and it is
generally recognised that the burden of taxation is heavy. But the bulk of
the burden is borne by the well-to-do through payment of income-tax and
customs tax, and it is therefore that we desire that this should be removed as
early as possible. If only our Military expenditure were reduced, the same
would help not only to give some relief in the matter of taxation but also in
diverting the surplus towards nation building purposes which would very
greatly advance the country.

Let us proceed to examine the recommendations made by the Honourable
the Finance Member in regard to meeting the deficit of 168 lakhs. He has
made two recommendations. The first is an increase in the duty on silver
and the second—an increase in the excise on sugar. I do not regard these
recommendations as drastic. But at the same time I cannot help commenting
on them adversely. Let us first take the case of the duty on silver. It is
increased from 2 annas to 3 annas an ounce, which means an increase of as
much as 50 per cent. The main ohjections to this recommendation are two.
In the first place, it is a tax on capital investment. In the second place, while
time after time representations have been made to Government to levy a duty
on the export of gold, Government has not thought fit to pay heed to that sug-
gestion, but at one jump they have now increased the duty on silver by 50
per cent., which will mean that the imports of silver are bound to be discouraged.
In rega.rd to the duty on gold, as recently as two or three days ago, the *“ States.
man ”’ made a comment which is worth quoting—
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Tur HoNouraBLE THE PRESIDENT : Will you please not quote any-
newspaper ! You cannot quote from a newspaper in the House.

Tae HoNouraBLy Si2 PHIROZE SETHNA : I accept your ruling, Sir-

TeE HoNoUrRABLE THE PRESIDENT : That has been the practice for:
many years. My predecessors also used. not to allow it.

THeE HoNouraBLE Sir PHIROZE SETHNA : I will give it in my own
words.

TarE HoNOURABLE THE PRESIDENT : You can do that.

> THE HoNoURABLE Sie PHIROZE SETHNA : It is the best policy for
India to check the overflow and seek to use India’s hoards as the basis of
internal credit. It seems that this paper has also changed its opinion by now.

Now let us come to the second recommendation, namely, the increase of”
11 annas in the excise duty on sugar raising it to Rs. 2 per cwt. This, Sir, is
bound to create great alarm in the industry, and perhaps this increase is not
justified for the reasons which I will endeavour to explain. It is true that
Government came to the relief of the sugar industry in India in a very tangible
form in 1932 when it levied a protective duty of Rs. 7-4-0 per cwt. That duty
was further increased Ly the imposition of the 25 per cent. super-charge, which
raised it to Rs. 9-1-0. I say, Government came to the relief of the sugar
industry, because by this levy of Rs. 9-1-0, it became very difficult for imported
sugar to compete with Indian-made sugar. But the position today is very
considerably altered. Indian sugar, which sold at one time at Rs. 14-0-0
came down in price to Rs. 13-8-0 last year and taday it is sold in the ports of
Bombay and Caleutta at Rs. 10-8-0. This excise duty has to be paid to
Government in cash, which is to be deducted from this price of Rs. 10-8-0,
which will leave to the manufacturer Rs. 8-8-0. We must therefore consider
what will be the gain to the manufacturer. The cost of production varies in
different factories, based on efficiency as well as location and other reasons,
and the cost is expected to be anything between Rs. 7-8-0 and Rs. 8-0-0 per
cwt. Therefore, the profit left to the manufacturer is about annas 8 to
Re. 1-0-0, and this profit is without taking into account depreciation and
interest. If you take depreciation and interest into account, it leaves
still less, which means that in the majority of cases these sugar
factories will not make any money. As a result, many of these factories will
have to go to the wall. Nobody realises that better than the Honourable
the Finance Member himself. He has said so openly, perhaps in a  light-
hearted ” manner. I trust he will pardon my using that expression. He
knows I mean no offence. According to a recent ruling, this word is considered
un-Parliamentary only when it refers to a vote of the House. He disposes of”
this matter very light-heartedly because this nascent industry will suffer very
considerably. Protection was given to the industry only 56 or 6 years ago.
As a result of this protection, the sugar industry developed in this country in
a phenomenal manner—far better than and at a quicker paoe than any other-
industry has developed in India. It is therefore too early to impose upon it
the burden which Sir James Grigg has imposed by his recommendation..
He might ask, ‘“ What is your constructive programme ¢! What else would
you suggest ?”’ I would say that if Sir James Grigg thinks that because
of this protection there has been over-production—and I will admit that the
number of mills has increased five times in number, and I will also admit that
the production has increesed from 400,000 tons to nearly 10 lakhs of tons—the
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rtemedy would have been not to crush the industry in the manner it is pro;
to do but to give a twelve months’ time to the industry to put their house in
order so that they may by means of rationalisation and other pracesses stop
-over-production and bring back the state of the industry to a healthy condition.

Tue HoNouraABLE THE PRESIDENT: What about the Government
revenue during those months ?

Txe HoNouraBLE Sie PHIROZE SETHNA : But Government revenue
is not the only thing to be considered. Government has at the same time to
consider what is going to be the effect of this excise, because, while it will harm
the manufacturer, it will also harm the cane grower, and Government muist
recognize that it will be faced once again with agrarian troubles in the United
Provinces and in Bihar. This they ought to avoid at all costs, and it will
not be avoided by the recommendation which my Honourable friend has made.
‘"That is my humble opinion. It is true that the protective duty has stopped
the import of Java sugar. Java sugar cost Rs. 5 C. I. F. and with the protec-
tive duty and 25 per cent. surcharge the cost came to Rs. 14 per cwt. It
<could not compete with Indian sugar and the imports of Java sugar dwindled
.down almost to vanishing point. I do not know if with the change now pro-
posed there will be further inroads of Javanese sugar imports into this country.

I should like to quote just one opinion, again in my own words, if I may.
It is the opinion of one who was at one time the head of the Imperial Council
of Agricultural Research—I mean Sir T. V. Raghavachariar. I see from this
morning’s papers that the Honourable the Finance Member has criticised his
opinion as being biased because he is in some way connected with the sugar
industry at the present moment. But at the same time I hope he will give
him credit for being a man who would give his unbiased opinion based
upon his experience and first-hand knowledge of the subject. May I be allowed,
Sir, to read out what he has said in the Press ?

Tae HoNoURABLE THE PRESIDENT : No.

TrE HoNoUuRABLE SIR PHIROZE SETHNA : Then I need not, but the
-opinion has been quoted in another place with the reply made by the Honour-
able Finance Member to which I referred.

Tre HorNouraBLE Sik JAMES GRIGG (Finance Member): May I
just explain to the Honourable Member that he has not quite accurately

represented my point in this matter.

Tue HoNovraBLE THE PRESIDENT : The Honourable Member will
have a proper opportunity later on.

Tae HoNouraBLE Sik JAMES GRIGG: I am very anxious that this
misapprehension should not get any currency at all. What I said was that
the late Chairman or Vice-Chairman of the Imperial Council of Agricultural
Research was not necessarily an unbiased represcntative of the agricultural
interests, that as he was heing employed by the manufacturers’ interest his
opinion in relation to matters affecting the agriculturist were not necessarily

unbiased.

Tue HoxourasLE Sie PHIROZE SETHNA: He might not have been
directly concerned with the agriculturist at the present moment, but he certainly
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looked after the interests of the agriculturist in his position as the head of that
Department when he filled that position for years together.

TaE HoNouraBLE SR JAMES GRIGG : He got a brief from the other
-side.

Tae HovourasrLe S1e PHIROZE SETHNA : At any rate I for one and
T am sure the House will think that the opinion of Sir T. V. Raghavachariar
must be regarded as unprejudiced and unbiased.

Now, 8ir, having said so much, I would like to repeat that the Indian
silver duty might bring in Rs. 50 lakhs and the Honourable the Finauce
‘Member had to provide for Rs. 115 lakhs more, which he has done in the manner
he has proposed. I for one certainly think that it is wrong to impose a handi-
cap on an industry which is only & few years old, and he should have left sugar
-alone and tapped some other sources of revenue to make up this Rs. 115 lakhs.

In the budget the only relief'we find is in regard to some pestage details,
but they are comparatively speaking very small indeed. They have been
introduced for the sake of removing anomalies. One anomaly was that by
book post you could send a packet all the way from London to Delhi at a lower
rate than from Bombay to Delhi, and a similar anomaly existed in the matter
of parocel rates. Those have been removed, but that does not mean very much.
1 agree with the previous speaker Mr. Basu that the Posts and Telegraphs
Department is worked most efficiently. It is the one public service of Govern-
ment which comes constantly and intimately into relations with the public
.at large, and it is the duty of that department therefore to study the require-
ments of the public, and the one great requirement of the public is a return to
the half-anna rate for the postcard. I know it is not possible under existing
-conditions, but I do hope that as soon as funds permit that will be taken in
hand for certain.

I will now with your permission refer to the high military expenditure
which this country has to suffer from. I offer no apology for referring once
_again to this subject. There are some of us who year in and year out refer to
this matter and it should not be considered as a case of flogging a dead horse.
-On the contrary we feel that we should persistently din into the ears of Govern-
ment the views which we hold on this subject. It is only by such insistence on
-our part that we hope we may be able to get them to alter their present atti-
tude. We ocertainly think that we could with safety reduce our military
-expenditure. We have said so times out of number. ‘We believe that the
strength of the Indian Army ought to be reduced from 180,000 to something
less. We also believe that a number of British troops might be substituted
by Indian troops, so that, while the numbers may remain the same, the cost
may be diminished. If these two proposals are carried out I am sure they will
‘be much to the benefit of the country. If 15,000 British troops in India sufficed
-during the great war, would not 30,000 do today ? Is there any necessity for
having 60,000 British troops in the line ? Again, the Indian army or at any rate
the British element in it is used for imperial purposes. We would be perfectly
justified in asking for a share of our military expenditure from the British
-exchequer. Even Field-Marshal Sir Philip Chetwode two years ago at Simla
agreed with the suggestion, and I doubt not that our present Commauder-in-
-Chief His-Excollency Sir Robert Cassels will also hold the same view. I wil
.quote two other authorities. Take first the Simon Commission Report. It
-says very clearly that India can equitably demand a fair share of its military
.expenditure from the imperial revenues. Take again Mr. Ramsay Macdonald,
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the former Prime Minister. He said that half the cost should be borne by the

imperial exchequer, and in support of his contention he pointed out that whilst

British troops are sent to the Colonies and to the Dominions not a penny piece

is charged to those Colonies and Dominions.

Having said so much, I would like to repeat, as we all know, that we are
& poor country. But we are told that we should in the first place see that our
defence is not impaired and that its efficiency is maintained at a very high
standard and that we should regard our military expenditure as premium for
insurance against invasion. All that is true to some extent, but it is sheer
folly and a suicidal policy to pay a premium which is greater than we can
afford. If as an individual I want to benefit my family by taking out a life
policy, I certainly will not pay a larger premium than I can afford. That
18 what the British Government are getting us to do and that is our complaint.
We must be prepared to cut our coat according to our cloth. India is poor.
There are many Indian authorities who could be guoted. But I will not quote
any Indian authorities. I will quote an authority whom no one in this House
will dispute. 1 quote Sir Walter Layton, the financial expert, who was brought.
out by the Simon Commission. Sir Walter Layton stated that the average
income of the Britisher was £100 and that the average income in India was
Rs. 107, which he after further calculations brought down to Rs. 80 and that.
Rs. 80 in English money is only £6. 1 would ask the House to compare the
figure of £6 of Indian income with £100 of British income.

Sir Walter Layton pointed out that the British tax-payer pays 2} per cent.
of his total income of £100 for the purpose of defence and we pay here against
that £2-10-0 only 3s. 4d. taking into account just the British Indian population.
But the House will know that our 3s. 4d. is equal to 2 per cent. of our annual
income as compared with 24 per cent. of their annual income. But that is
not the only criterion. We must also bear in mind that the foreign trade of
Great Britain runs into 15600 to 2000 millions sterling, while our foreign trade
is only about 300 crores or £200 millions in English money, which means that
our foreign trade is 1/10th or at the best only 1/7th of the English foreign
trade.

Sir Walter Layton also said that in Great Britain they spent £112 million
for defen~e purposes, but what we have got to consider is this, that whilst they
spend so much on defence they also spend as much as £200 millions for educa-
tion, for social benefits, for public health, for industrial and agricultural
developments in the shape of bounties, etc. Again while England spends as.
much as £2-15-0 for education, we in India spend—leave alone pounds and
shillings—less than 9d. per head of the population. These are the differences,
and is it justifiable therefore to expect us to pay the large amount that we are
doing in the matter of militery expenditure ¢! The threat is held out—I think
the Honourable the Finance Member or His Excellency the Commander-in-
Chief told us 8o last year—that we may have to spend more. In that connec-
tion I may remind the House of the speech made on the 30th of March last by
Field-Marshal Sir Philip Chetwode when he addressed a meeting of the Conser-
vative Private Members of the House of Commons where he said that.
mechanisation of the army might be advisable in England, but we should go
on a very slow pace in India. In conclusion, Mr. President, I would like to-
repeat that unless the military expenditure of this country is reduced, and
reduced substantially, our finances will continue in the present parious condi-
tion for years to come.
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Tae HoNovrasLe Mr. V. RAMADAS PANTULU (Madras: Non-
Muhammadan) : Sir, the Budget is a very skilfully drawn up document.
For reasons which are hest known to the Honourable the Finance Member
and perhaps which can be easily imagined by us, he has not gone into any
questions of large policy. He has tried to square his figures as best as he
can and show a small surplus for next year. But it is the policy that really
matters in criticising a ‘Budget presented by the Indian Finance Member.
After all, there is not very much, and there cannot be very much, in the budget
itself which provides for a gross tax revenue of 83 crores, out of which about
45 crores are consumed by the defence, another 20 crores by the civil ad-
ministration and other services ; we have a paltry 15 or 20 crores to comment
upon and comment upon is the only thing we can do. But what interests
India, as a nation, is the policy that lies behind these budgets. The Honour-
able the Finance Member can be easily discovered to be the agent of British
trade interests and commerce in all that he has said in a subdued tone in
his Budget speech. He regrets that notwithstanding the reduction of im-
port duties on British goods, British import trade with India has not con-
siderably increased. The portions of his speech which deal with this matter
look almost like a paraphrase of what Mr. Runciman said and what Lord
Derby said at the recent luncheon party of the Lancashire Spingers and Manu-
facturers at the British Industries Fair. They have insisted that a continued
trade in cotton goods with India should be the indispensable factor in the
future trade agreement between England and India and said that the Go-
vernment in Britain will do all it can to press on the Government of India
the interests of the Lancashire industry, and that both the Governments
would see the interests of the British importers into India safeguarded in
all future trade agreements. It is exactly what we read between the lines
in the Finance Member’s speech. The same old anxiety to find methods of
importing raw materials cheaply from India and importing British manu-
factured goods into India are to be found in every line of the Finance Mem-
ber’s Budget speech.

A novel feature of the Budget speech is that this year he is called upon
to play the role of the statesman and the politician, for he is anxious to show
that the programme for the introduction of the new constitutional reforms
in all their stages into India can bl:afone through and that the Niemeyer’s

port prognostications are fairly isable and that there is no reason to
think that there will be any disappointment in that matter. Notwithstand-
ing the fact that he has to find between 4 and 5 crores to meet the additional
burden thrown upon the budget in consequence of the oonstitutional changes,
he says he is able to show a surplus no doubt with the help of a portion of
the revenue reserve fund which he has built up. He is anxious to co-operate
with British Parliament and the Indian Government in inaugurating the
Reforms both in the provinces and the ventre very soon, but in doing so I
think he has not convinced the Indian Legislature, and through it the people
of India, that he has given due attention to all the financial implications
of implementing those reforms and whether financially the Central Govern-
ment could sustain and bear the burden which those reforms impose upon
this eountry without additional taxation.

With regard to the usual complaint that India’s revenues cannot bear

" the very heavy military expenditure and the cost of top-heavy administra-

tion, that is a very old complaint. The Finance Member on his part thinks

that we are foolishly persisting in repeating the same thing year after year

without any ground of complaint ; on the other hand, we feel that the Go-

vernment have been persisting in running the administration at their pleasure
B
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nmwithmding the legitimate grievances of the people. The unreality
of the annual debates on the budget can be seen from one fact. Supposing
today an Honourable Member reads a speech made by the late Mr. (gokhs;le
in the days of the Viceroyalty of Lord Curzon in the old Imperial Council,
that speech will be quite apt and fitting to the present conditions without
the change of a word or a comma with regard to the cost of administration,
both on the military and the eivil side. It only shows that there has been
12 wooy, O change either in the outlook or the methods of the Government
U7 of this country in the last three decades. Whether it is due to the
cussedness of the people of the country in repeating the same thing year after
year or to the attitude of the Government is to be judged by the people of
this country. It is no use the Finance Member saying that they are old stories
and complaints about exploitation and top-heavy administration and do not
ire serious consideration. That is in substance what the Finance Mem-

ber said when he replied to the General Debate on the Budget in the other
House. ' '

Sir, with these observations on the general policy of the Budget I propose
to deal with one or two matters referred to by him in his speech. He said
that the fall in the income-tax was due to two or three reasons, one of which
was the curtailment of the money-lenders’ profits by the measures adopted
by the provincial Governments for the relief of agriculturists in regard to
indebtedness. 1 seriously dispute this proposition. That there has been
a fall in the income of money-lenders I So not deny. That they have paid
less income-tax I do not deny. But the cause is not attributable to.any
measures of relief which any British province has undertaken to give relief
to indebtedness among agriculturists. Speaking of my own province, in
the year 1931 the Provincial and Central Bankipg Inquiry Committees esti-
mated the indebtedness of the province at 150 crores. In the year 1936
the Government of Madras entrusted a Secretary of the Board of Revenue,
a member of the Indian Civil Servioe, with the task of making further investi-
gation into the problem and. he reported last year that indebtedness had
inoreased from 160 orores in 1931 to 210 crores in 1936. The (Government
in Madras have amended certain Acte and have given 20 lakhs of rupees for
the relief of agriculturists. 20 lakhs in the budgets of 1935-36 and 1936-37
—two years—does not touch the fringe of the problem. It is ridiculous
to argue that a provision of this nature or the amendment of the Agricultural
Loans Act has anything to do with the relief of the agricultural indebtedness.
1 believe our own co-operative land mortgage organisations have not doled
out more than 80 lakhs of rupees to the agriculturists in the last 10 years.
Therefore, nothing has been done to relieve indebtedness and the fall in the
credit of the agriculturist is not due to any such measures of relief. The
fact of the matter is that continued depression and the adverse exchange ratio
and various other causes have gradually deteriorated the economic condi-
tion of the ryot and his credit has suffered. Not only the money-lenders
but also the indigenous bankers, the joint stock companies, the co-operative
organisations, have all curtailed their credit because the man’s income has
gone down and with it his repaying capacity has also gone down. Where in
the pre-depression days we were lending anything between 100 and 130 lakhs
through my own Provincial co-operative bank (of which I have been Chair-
man for the last ten years) our total loans have gone down to 7 lakhs this
year. ‘It only shows that agrieulturist’s credit has disappeared owing to
vontinued economic depression and not to any measures of agricultaral relief.



GENERAL DISCUSSION OF THE GENERAL BUDGET FOR 1937-88. 228

1 may also point out, Sir, that most of these recent Acts are paper achieve-
ments of expiring Ministries in their anxiety to face the new electorates in
“the elections. ‘ :

Sir, in another part of his speech the Honourable the Finanoe Member
-says that thereis no cause for anxiety, for he expects money-lenders to pros-

r once again and ¢ontribute more to the central exchequer. If the money-

Jenders prosper once more it means that the agriculturists suffer economically
-once again. How is he going to reconcile these statements ? If again the
agriculturist gets into the clutches of the money-lenders and pays ruinous
rates of interest, the whole rural economic problem : receives a set-back.
‘Therefore, T really cannot understanid how the money-lender is going to be
once again made to pay more income-tax and enter on prosperous days, and
the problem of rural indebtedness solved by restricting credit to the
cultivator. ,

Sir, in regard to this indebtedness, before I leave this subject I think
I must pay my whole-hearted compliment to some of the Indian States and
not to any British Indian provinces. One of them is the State of Bhavnagar,
which is administered by my Honourable friend to the right, Sir Prabashankar
Pattani, with great distinction. It is he that has effectively dealt with the
question of indebtedness in that State. And another State is the State of
“Travancore, and the steps taken there once again redound to the credit of
‘an old Memiber of this House, a very eminent ex-Member of the Government,
my esteemed friend, Nawab Sir Muhammad Habibullah. Under his careful
and efficient adrninistration measures for the relief of indebtedness hawe
been taken in Travancore and T know personally have been appreciated by
the agriculturists of Travancore. Not a single British Indian province re-
ceived any initiative from the Oentre nor did they take any effective action
themselves. Therefore, the ‘reason for the fall of income-tax must be found
in the going down of the purchasing power and income of the people as-a result
of the economic depression and as a result of the bad financial policy of the
provincial and Central Governments. o

The Honourable the Finance Mémber dealt with the question of the de-
<oline in the revenue from protected articles. He himself admits that it. is
bound to decline year after year as India -becomes more and more self-sufficient
in the matter of manufacturing her own goods, however little the Government
‘may help India to do so. But at the same time, as he is anxious to show
that the Niemeyer prognostications are not falsified, he says that this fall
% a temporary and not a permanent embarrassment. I.do not know why
‘he says 80. If India is industrialised more and more and if she manufac-
‘tures her own goods more and more, I do not see how we can expect any in-
-oreased return from customs revenue on protected articles. I think it is all
a' propagandist speech to show that he can. produce a balanced budget and
satisfy the conditions for setting up the Indian Federation.:

Incidentally, while trying to show that there has been some improve-
‘ment in the balance of trade on the merchandise side he has taken the oppor-
tunity of once more propagating his pet theory about the ratioc. He says
‘that, the rupeé is not only not over-valued, but that there iz a great deal to
‘be said for the contrary view. If he had his own way we can easily see that
he would put up the ratio to 1s. 8d. or perhaps two shillings. He ean easily
do it. But what consequences a over-valued rupee has on the poor people
-of this country, on the agricuiturist whose export trade it has ruined, and
“whose incidence of debt it has increased a great deal, he does not examine.
"The slight exchange advantages to the Government in regard to outside re.

~mittanoes of 45 ‘or 50 erores will be more. than  counterbalanced by the
IR AN e i . " e B2
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disadvantages to the maases by the high mtio. ! . .
argued so fully that it is not possible to add anything. In this zmtm éust
as in the matter of the incidence of taxation and expenditure on the ry
and civil side, the Finance Member and we on this side of the H.ow!e must
agree to differ. He maintains that ls. 8d. is for the good of India—we say
that it works for the ruin of India. There is one significant omission m
this Budget to which I cannot but draw attention, and that is, the absence
of a provision for rural development grant for which he provided a crore in
éach of the two previous years. I am rather tempted to say, though it might
be uncharitable to say so, that the provision of one crore in the two previous
Budgets was nothing more than a political stunt. It was a counter move
to the Congress programme of mass oontact. The Government of India
apparently thought—the Finance Member apparently thought—that this
crore will help the Ministries that were set up under the Montford Scheme
t0 do something to capture the imagination of the rural population and to
.. put themselves right at least at the end of their term of 16 years of office and
come out, with what sucoees they may, at the hands of the new rural elec-
torates. But even though Government have tried to help the Ministries in
the provinces, they failed to take advantage of it. In fact, in my own pro-
vince of Madras, the Ministry in power wanted to use that money for the
strengthening of their own party organisation for election purposes and it
‘was not till that leading Anglo-Indian Daily, ‘“The Madras Mail’’, exposed the
whole plot that the scheme was abandoned. I do think now, reading the
revised estimate for 1938-37 and the figures for the previous year, that the
Finance Member purposely created a surplus then to find this crore for the
rural development grants in order to serve political purposes. That poli-
tical purpose has oceased to have any purpose now and therefore he has stop-
ped the grant now. i

Coming to the two definite taxation proposals to turn a deficit into a
surplus of Rs. 7 lakhs, I do not think that any Indian who is really interested
in the development of Indian trade, commerce and industry can subscribe
to the views adumbrated by the Finance Member. With regard to silver,
T am disposed to dispute his atatement that the increase in imports of silver
marked the reappearance of the old hoarding habit. This theory badly fits
in with the greatly diminished purchasing power of the Indian masses. They
have really not enough to purchase even their necessaries with. It does not.
also fit in with the export of distress gold week after week from India, which
means that the Indian agriculturist is driven to the necessity of disgorging
even the gold hoard which he has built up laboriously in timee of prosperity
and which hoard he valued very greatly. He would not sell gold if he could
buy silver. Therefore, I do not think the facts fit in with the Finance Mem-
ber’s theory. On the other hand, I am inclined to think that the increase:
in imports of silver indicates speculative trade activity. If that is so, it is:
doubtful whether the imposition of a 50 per cent. additional tax on silver
will bring him the 50 lakhs of additional revenue which he expects and whether
the speculative traders will really import so much silver when it is made dear
to them. One cannot be sure of the data on which the Finance Member has
proceeded.

With regard to the other proposal to increase the excise duty on sugar
from Rs. 1-5 to Rs. 2 per owt., I must say it is & most unfortumate decision,
taken at a most inopportune time. Sinoe 1932 when a pmteWoy ‘has
been launched, India has shown remarkable progress with to sugar
imanufacture. We were importing sugar and sending out to foreign countries.

"This is a matter that has been
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Rs. 16 crores to get the sugsr we needed for consumption in India, and in
these 4 or 5 years we have practically become self-contained. In. the current
vear, the import of sugar is expeoted to be somewhere in the neighbourhood
We will produce about 10§ lakhs of tons which

of 30,000 tons and no more. .
is for the present sufficient for internsl consumption. <Comparing the figures

of our consumption of sugar with other countries, India consumes the least
per head. There is very little sugar eaten in India—not becsuse we cannot
eat more if we can get it, but because we cannot afford to buy more. I ask,
Sir, in all humility, why India should be restricted to manufacturing just
that quantity of sugar which is enough for internal consumption ¢ The pro-
posal to raise excise duty will hit the manufascturer and grower of cane alike
very badly as shown by the Honourable Sir Pheroze Sethna. I need not
repeat what he said. Countries like Java when they have facilities, when they
have a hospitable soil for producing good cane and when they have got the-
necessary capital and State aid, manufacture sugar for export. Why should
not India also be helped to manufacture sugar not only for interal consump-:
tion but also to export to foreign countries ?

'Tueg Honovrarrk Mg. HORSAIN IMAM: Merely because our -cost
prices are too high. "

Tae HoxouvrasrLx Mx. V. RAMADAS PANTULU : What I am say-.
ing is that the Government of India should not do anything to raise the price
-of sugar still higher but must help her to bring it down. On the one hand,
they want India to enter into a trade agreement with England to buy costly
cotton British goods, by giving preference, when Britain is unable to compete
with Japan. Similarly, the Finanee Member ought to get concession for
Indian-sugar in British markets by large preferences and induce British peaple.
to consume more of Indian sugar and thus enable Indians to manufacture
more sugar to send out to Britain. I think that his two proposals for taxa-,
tion will not be welcome to this country.

It may be asked, “ Have yon any alternative proposals to make 2"
T confess it is very difficult for a Member on this side of the House to suggest:
alternatives because the time has not yvet come when we are to embark npon
constructive proposals for budget-making. The expenditure is not.in our
hands. If we are now charged with being merely destructive critics, T main. -
tain that it is our rightful function until the finances of this country come .
to our hands. Fven if we suggest any constructive measures, they are not
likely to receive any consideration or attention at the hands of the Honourable
the Finance Member. For instance, we have been asking him to tax the
export of gold. Far too much of gold is going out of this: country, nearly
%00 crores of gold was exported. Why not put a tax on it ¢ Moreover, are
there not many articles of import which compete with our village industries,
articles of art, silk, and so on, which destroy practieally the village indus-
tries ? He can tax them. That will promote the village industries. As
for alternative proposals, it is a fruitless task so long the Treasury Benches
frame the Budget for expenditure for this side to go on with alternative pro-
posals for finding revenue. I think there is scope for improving the revenues.
of the Central Government without taxing sugar.

While I am on this subject I would like to make one suggestion. The
Finance Member has promised to overhaul the income-tax law and to place
it on a more sound footing and also to explore avenues for increased income-
tax. I would remind him that there has been a demand for a long time for
the taxation of higher agricultural income, :giving relief to the smaller agri-
<nlburists and for placing the land revenue system of the provinces on & more
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satisfactory basis,. This has & direct bearing on the Central Revenues be-
cause it will benefit the centre as well in more ways than one. T personally

believe that the scheme is one which is full of potentialities. The Provinces.
ask for subgidies from the Centre. The Provinces may be told that they
have also got an expanding and elastic source of revenue, which they may
tap. The anent Settlement of really one-th’rd of the British Provinces
is an anachronism which ought to be undone. I think the zemindars ought
to be treated like other agriculturists and landlords and the Permanent Settle-
ment should be abolished, and the Provinces should be enabled to get their
due share of revenue from land. In my own province of Madras, the zemindars
realise from their tenante annual revenue even on the basis of the Govern-

ment rates of land revenue in the ryotwari tracts, about 2 crores—and what

do they pay themselves—perhaps less than Rs. 50 lakhs. Why should the-
Government, of Madras forego a revenue of about 2 crores which should legi-

timately go to them while asking the Central Government for a subsidy for

running the administration ? So it is in Bengal and so it is in the United Pro-

vinoes. All these big landlordsought to be subjected to normal taxation

and the land shonld pay its proper revenue to the Provincial Governments, and

the Central Government should benefit in its own way by levying income-tax

on higher agricultural incomes. The suggestion I make may seem revolu-

tionary just at present but in a short time you will find that the clamour for it

will be so great that neither the Provincial Governments nor the Government

of India will be able to resist it.

In conclusion I must say that India is bound to be greatly dissatisfied
with this year’s budget. It fully carries out what 1 might call the Griggian-
tradition and the Finance Member’s apathy in regard to planning for the
economic reconstruction and industrialisation of India. I think in future
* Griggism '’ will denote apathy to economic planning and reconstruction
and industrialisation. and that word may soon find a.place not only in Indian.
economic history but also in Anglo-Indian lexicons. May not we atk the
Finance Member whether it is not hir concern to go more fully in his budget
speeches into the economic condition of the masses and to deal with depres-
sion, unemployment and the hunger of the masses ? If he does not do so
then the speeches and discussions in this Legislature will hardly serve any.
purpose. I:think the hunger march of the starving millions in batches during.
budget session to his doors will be & much more potent factor in reminding
him of his duty than a general discussion in this House.

Tee HonourarLe Mz. HUSSAIN IMAM: Mr. President, the budget
pers which the Honourable Finance Member bas presented to both Houses.
of the Legislature portray more fully than any words that we could utter
the absolutely anti-national character of the present Government ard of the
unscientific nature of its taxation proposals. Sir, the general tendency in
the world is that when there is prosperity in a country the finances of its
government usually benefit. But here we have the opposite happening.
When we were in & time of depression, when our purchasing power was re-
duced, the Government was comfortably off. But as soon as better times
came, the Government finances started going down. It is a strange coin-
cidence that the beginning of the Montford scheme was also heralded by a
spectacular deficit such as we are having this year. This is not a very auspi-
cious beginining. . '
T have been a bit handicapped by the disa ce of two very important
‘statements from the memorendum suppliug. by.our Honourable colleague
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Mr. Nixon. I refer to the disappearance of the debt position of the Govern-
ment of India whioh used to be a feature of the former memoranda. I know
it is very difficult for Mr. Nizon to crystallise the fluid state of affairs caused
by the separation of Burma and the inauguration of the provincial reforms.
But at least he could have: given 'us a provisional figure to indicate the lia-
bilities that we have to assume owing to this innovation. But perhaps it was
due to the anxiety to hide the implications of the inauguration of this scheme ,
that has prevented the Finance Department from giving us these statements.
I do hope that before we consider the Finance Bill he will make good this
deficienoy.

Another item in which he has saved a bit of paper was that he omitted
to give us any details of the central excise income, which we used to have
formerly. As it is the figures of our income are very meagre, and we do not
get sufficient information on those heads. The memorandum does not say
how much we are going to get from the different heads which make up the
central excise. This is a very esser:tial statement and T do hope this deficiency
will also be made good.

Now, Sir, our Honourable colleague Mr. Basu remarked that he found
the stamp of the Finance Member in the Budget statement of this year. I
am Sorry to disagree with him. It is rather said that the Honourable Finance
Member has not been able to live up to his reputation. All his former caution
has been thrown to the winds, and now we have a strange Budget statement
in which all the rules of sound finance have been turned down, and oppor-
tunism is visible everywhere. Let me analyse the basis on which I make
these charges. First of all, let us consider the surplus of 1935-36, which had
set aside for the purpose of making good the deficiency in the coming year.
That was a departure from his former attitude—I may say his militant atti-
tude—that no surplus should be utilised for reduction of taxation, which was
his attitude in the first year. '

TeE HoNouraBLE THE PRESIDENT : It may be a departure, but it
is perfectly legitimate.

TaE HoNouraBLE Mr. HOSSAIN IMAM: That is exactly what I
mean to challenge. It was a departure and it would not have been challenged
if—and it is a big 1f—the condition precedent had existed. The ocondition
precedent was that we should end the current year with a surplus or at least
balance our accounts. You know, 8ir, that in no democratic country can a
budget surplus be passed over a deficit year. The first charge on the revenue
reserve is to bridge the deficit in the immediate following year. When he
laid down this Reserve he had budgeted for a surplus of 6 lakhs in 1936-37,
but he finds the year is ending with a deficit of 197 lakhs. It is a well known
canon that when a year is about to end you cannot impose taxation to make
good the deficit, but in a year not yet begun you can impose taxation. There-

ore if there is any deficit in the ourrent year it is a first charge on the revenue
reserve. This has been the practice of the Government of India all these
years. In no year when there existed a revenue surplus has a deficit been
left uncovered. We have always drawn on our revenue reserve to tide over
the deficits. This sound principle of finance has not been acted upon because
probably the Finance Department was afraid that the imposition of a large
amount of taxation would in some way retard the beginning of the Federa-
tion. Then the people would have got a clear idea of how defective and how
ocostly the scheme of Federation was. Even the Indian States would have
thought twice before joining a bankrupt body. But, Sir, this is not all.
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There are other items of opportunism too. In his speech in' paragraph
13 he lays down oertain rules for dealing with the payments by provinoes ;
that the interest portions wouild be credited te head-11 and the eapital portion
would go straight to the sinking fund. Now, why was not that principle
followed in the case of Burma ? The Honourable the Finance Member has
.aocepted in the other place yesterday the theoretical soundness of this pro-
position. I neither agree with him that the whole of this should be credited
to the revenue nor with the criticism in the other place that the whole of it
should go to the capital account. The only course, and the one just course,
was that which he has adopted in the case of provinces ; and that is exactly
what he ought to have adopted as a straight financier, if he wished to live
up to his reputation ; but then it is rather difficult to live up to reputation
when one gets a high reputation. Then the third item in this is that the pay-
ments which we are receiving from Burma of 92 lakhs on acoount of pensions,
that too is not based on actua.rial baeis on the present commitments. .That
payment will cease in 20 years’ time. It is in the nature of amortisation
payment and therefore a portion of that 92 lakhs also ought to have been
credited directly to the sinking fund part of our disbursement and it should not
have been credited to revenue. Sir, we find that the Honourable the Finance
Member has done all these things which he would never have done in other
years, as he knows that in the long run it is better to be cautious than to be
optimistic and imaginative. As I said when the Honourable Mr. Basu was
speaking, he repudiated in the other place imaginativeness. But adversity
makes strange bed fellows. He is coming down to our level, falling ; he cannot
help it ; he needs must when the devil of a Federation drives.

Sir, there are items in the budget which make us open our eyes ; one of
those is that in all the 15 years of the Montford scheme we have laid by 6831
crores for reduction or avoidance of debt. But in four of these 15 years,
that is, the 1st, 2nd, 10th and 11th year, we have eaten up 68 crores in deficit ;
80 the net result has been that we have been able in 15 years to make up the
deficits of 4 years only. And with such precedents, is it right for him that
he should leave the present deficit uncovered by the revenue surplus, that
he should have recourse to devious means of taking revenue surplus back
to a new year without thinking of the year which is stilfcurrent ? But perhaps
he has been cautious and the revised estimates do not disclose the correct
figures. He expects to get more revenue than he is prepared to admit. I
do not know what is behind, but that might be the reason.

Then, Sir, I do feel that the speech of the Honourable the Finance Member
lacks in certain very essential features. It gives us nothing more or less
than the auditors’ report of the company’s account which does not at all:
contain, like the managing director’s report, some indications of the past.
management and proposals for the future and promises for betterment. We
used to have in the time of Sir George Schuster a statement about the trade
conditions, about purchasing powers—

Tae HoNouraBLE THE PRESIDENT : But you have said he is very
cautious.

TeE HoNouraBLE MR. HUSSAIN IMAM: I do not say that he has
deviated from that, but what I do say is that it is an auditor's report and
not a statesman’s statement. There'should be somethmg mare in a Finance
Member’s speech than a mere statement that Re. 1 is the income and 13 annas
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and 41§ pies the expenditure, and a surplus of a quarter of a pie. That is
not the statement which the Honourable the Finance Member ought to make.
' [ ] ht to tell us what he is doing to bring

He ought to make some promises ; he ouﬁﬁ ] _
prosperity to the country. There is nothing stated. We are on the way to
‘better times, but no thanks are due to the Government. Last year I stressed

‘on the fact that the cheap credit for the Government is not the correct criterion
‘to base our estimate, but the sure pointers are increase in purchasing power
indicated by a rise in commodity prices and an increase in export trade. Both
these indicators are favourable. They say that internal prices have in-
-creased and our export trade too has increased, but the increase had not
‘been brought about by any action, concerted or unconcerted, of the Govern-
ment ; it has automatically come about by an increage in the demand of our
purchasers. And here I should like to say a word that India must realise that
payments of external trade are not made in cash. If we want the export
of our raw materials we must be prepared to buy foreign goods. There can
be no export trade without a counterpart import trade ; but there is one
thing that England must remember, that our invisible imports in the shape
of 40 crores which we have to make for our expenses in England must be
-counterbalanced by increased purchases by England ; otherwise, we would
not he able to pay back our indebtedness. Sir, while on this subject, I should
like to thank the Finance Department for having once in 15 years done the
right thing, that is, repaying a sterling loan without incurring a fresh sterling
liability. ~ This is the first time during the Montford scheme that this has
been done. I have been, as you know, for the last 6 years, agitating for this
desirable end to come. Sir Basil Blackett made an innovation, or rather he
<halked out a new path—our chief borrowing market ceased to be England
and he started borrowing in India. I hope the Honourable Sir James Grigg
will make a new departure and whenever there is an occasion he will reduce
our sterling liabilities as much as he possibly can. But as there are no sterling
maturities for 5 years, I wish the Government would utilise this interval to
‘purchase as much of our sterling paper as they can from the payments which
they are receiving on capital head—payment from the provinces towards
capital, payment from Burma towards capital and our own provision of
three crores for reduction of debts. All these moneys, as far as he can, should
be utilised for the purchase of our sterling scrips and their cancellation. If
we repay to England we are doing no disservice to England because there are
ample appileants for fands in Great Britain and money would not lie idle.
And.by every reduction in our expenditure abroad we are increasing the pur-
<ohasing power, and that may be utilised for the purchase of British goods.

Sir, I am also glad that the provident fund interest rate has been reduced
to 4 per cent. from next year. You will remember, Sir, that during the last
le\‘vay Budget discussion of 1936, I drew pointed attention to the fact that
our interest payment on the provident fund was extraordinarily high. The
Railway Member was pleased to tell me that the interest is paid by the general
revenues but he forgot that general revenues as bankers of the Railway
charge interest at their over all rate and therefore any reduction in the interest
rate of the Government of India is directly reflected in the Railway Budget.
There.is, Sir, one very significant thing which has passed unnoticed. Sir,
the Finance Department have done a distinct service to India, for in spite
of the fact that they have been unduly generous to their own service de.
ositors, they have been able to reduce the interest charges from 53 crores
to 46 crores—a reduction of 7 crores in 7 years—that is a magnificent achieve-
ment for which they deserve credit.. But neither they get credit nor condemna-
tion for their misdeeds. .
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Now, Sir, I come to certain statements and informations which I' hope-
the Finance Department would give in future if not in this year. First:
and foremost is, Sir, the Silver Redemption Fund. That fund was created.
with the inauguration of the Reserve z, but since then we have heard
nothing about it. How is that money invested ? That is not an operative
fund like the Reserve Bank where it would be inadvisable to give out a state-
ment. It was possible to give out quarterly statements of the investments.
of the G. 8. R. Why is not a similar thing done with our Silver Redemp-
tion Fund ! We know, Sir, that we are drawing a very small income from.
that Fund. The value had to be underwritten—I do not know why, be-
cause the Honourable the Finance Member was too thrifty with words and
would not give us any information under that head. Similarly, Sir, there:
is not a word. in the budget statement as to what has happened to the 50
crores of rupees which was withdrawn when the Reserve Bank was formed.
Has all that silver coin been melted and sold or is it still lying in the vaults:
of the Government ? No one knows. We have this year to pay Rs. 5 crores:
to the Reserve Bank. Probably it will be borrowed interest paid while we
have an enormous amount of silver rotting in our treasury chests. We could
save lakhs and lakhs of rupees, I think about Rs. 15 lakhs, if we were to utilise-
our silver surplus. We would melt down our silver surplus and 'pay the
Reserve Bank from the proceeds thereof. The agreement with the silver:
producing countries and silver sellers which was concluded and which is to-
expire in the next year allows us to do this. I think, Sir, the Government
would be well advised to utilise our surplus rupees and should not follow the
example of the Indian masses and start hoarding. He may make the excuse
that probably the silver that is bought is for hoarding purposes. Why not
sell from your own cheste and let the people have it, so that our favourable
baiance of trade may be saved ? If you are not prepared to sell silver outside
the country, why not sell it inside the country ? You won’t do it because it
will reduce your income, the inoome which you are going to get from your
import duty on silver. But it will increase your income. If you sell it outside-
you get 20d. to an ounce, but if you sell it inside the country you will be realis-
ing about 24d. So you are out of pocket in one place and you gain in another
place. There is nothing intrinsically wrong about this business.

Sir, one new change which the Honourable the Finance Member is in-
troducing in the acoounts of the Government of India is that the separate
head of English expenditure will disappear. This, Sir, has a sinister ob--
jective. Due to the retrenchment campaign our Indian expenditure has
gone down enormously while our English expenditure has remained almost
at a stand still. In order to hide this glaringly unjust non-reduction of our
English expenditure probably this thing is being done. We cannot force
the Government to deviate from their purpose, but at least we hope that in.
the memorandum we will get the total figures of our English expenditure,
otherwise it will be impossible to collect the figures of our English expenses.
We know, Sir, the future taxation proposal. I shall speak on that at some
length at the time of the Finance Bill but here 1 should like to say that the:
Government must realise that in the present day of controlled production,
the laissez faire attitude which they have adopted in respect of the protected
industries will not pay. The imposition of an additional excise duty will’
have a good as well as a bad effect. No doubt it will retard the establishment
of new factories. It may reduce the profits of the shareholders but at least
it will do one good thing. It will stop the undue growth which are detrimental
to the industrv itself. But internal prices in India have ceased to have any
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relationship with the imported prices because the internal competition is so
great. - Our Honourable. colleague, Mr. Ramadas Pantulu, wanted that we:
should produce- more. sugar so that we may be able to export. I am sure.the-
Honourable the Finance Member would favourably consider any proposal-
for a rebate of excise duty if and when there is an export of sugar.

Te HoNovrasLe taz PRESIDENT : Where would you export ?

TEE HoNouraBrLE MR. HOSSAIN IMAM: That is for Mr. Ramadas
Pantulu to explain. Our cost price is much higher than the c.if. pricein
Calcutta. Therefore it is out of the question to consider the feasibility of
our exporting sugar.

Tae HoNOoURABLE ME. V. RAMADAS PANTULU: May I just say
one word of explanation, Sir ? All that I wanted to say was that facilities
must be given and time given to make the industry able to produce sugar.
at a lower cost to enable India export to other countries. That is what I
wanted—that time must be given to consolidate our position.

Tue HoNoUraBLE M. HOSSAIN IMAM: Well, Sir, the sugar in-
dustry has done wonderfully well. It has been able to sell at a figure lower
than the Tariff: Board Report’s figure. But very few people realise that this
has been done at the cost of the poor agriculturist. In my part of the country
there are two kinds of areas. In one, the Government has fixed the rates for
sugar cane. In others, where there are a few companies, the rates have not
been fixed. In those areas where the rates had been fixed, my Government
lowered the rate because the sugar mills could not pay 6 annas ; in the other
areas where there is no control, the prices are below 4 annas. The cultivators.
are being put to great difficulties because they have increased their area under:
sugar cane and there is no market. So, in order to have co-ordination, you
should have centralised governing bodies controlling the production of each
protected industry. For each industry there should be a Central Board
consisting mostly of the manufacturers themselves, with a few representatives
of the people to represent the consumers’ interests, and 8 man or two from the-
Government benches to look after the Government interests.

. TaE HoNoURABLE ME. BIJAY KUMAR BASU: You want Dictators,
not a Board.

TeE HoNoURABLE MR. HOSSAIN IMAM : No Dictators for me. Have
you forgotten jute ? What is the trouble with jute ? Those who are outside
the jute combine are the controlling forces. They force those who are in
the Association to forego their restricted production.  You have this sort of
thing everywhere in our country. If one man goes out of your Association,
he starts manufacturing and working over-time—night shifts—increasing
production. What will others do? They will follow suit. There is a glut
in the market and the whole industry goes fut. We are apt to follow the
old English precedent of leaving things to take their own course, and do
not copy new British innovations.

The Honourable Mr. Ramadas Pantulu was a very severe critic of the
Permanent Settlement. Ido not know how this subject can be brought in as
]s):tr: of the Budget disoussion. Permanent Settlement or no Permanent

lement has nothing to do with the Government of India. In the Centrally
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Administered  Areas of ‘our Goverment I thmk them is noé! Petmn.nent;

Settlement. - There ig the ryotwari system or the tempomry system  of mﬂo-.
ment ‘with Zentindars, -

THE HoNourABLE THE PRESIDENT : He only indirectly referred to
it when he was speaking about the benefit to the agriculturist ; otherwise I
‘would have stopped him myself.

THE HonNouraBre MR. HOSSAIN IMAM:  If Permanent Settlement.
is to go, the industries also should be nationalised. - We should have a full :
fledged socialistic Government with all the key industries, Banks and every-
thing else, controlled by the State. All lands and industries should go to the
State. We should sink or swim together.

Sir, there are certain items in the speech and in the papers which I have'
10t been able to understand and I hope the Honourable the Finance Member -
will enlighten us on those points.

THE HONOUBABLE THE PRESIDENT : You have already taken yoﬁr
half hour.

Tax HoNouraBLE Me. HOSSAIN IMAM: I would not take more than
three minutes on these two items. I refer to Fmguph 7 of the speech where.
he says that there is an inerease of 46 lakhs for expenditure due to a heavier
discharge of cash certificates in the revised estimates. Sir, I was under the
impression that the provision in the Budget was on an actuarial basis, and not
-on the actual pavment of interest. Jf on that basis we make provisien for
all the interest charges that might accrue on the deposits in hand, then there
is no reason why a greater or less discharge should in any way affect our
figures, at least of revenue, because the repayment of the capltal portion of
the cash certificates is made from the capital head. We only pay the interest
portion from the revenue. The interest portion being on an actuarial basis,
there cannot bhe any change due to a greater discharge, and no reduction on:
account of a lesser discharge should be made. The money will remain to
credit of the fund; I should like the Honourable the Finance Memter to
explain this.

There is another item on page 131 of the Detailed Budget Estimates.
1 find there that the Payments to Post Office for Savings Bank and Cash:
Certificate work is 69°11 lakhs for the coming year. But in the Posts and
Telegraphs Department Estimates on page 57 1 ‘find that the credit there is
only 85 6" lakhs. Now, there is either an over-estimate in one or an under-
estimate in the other. This is the impression on the face of it. But I think
that the Finance Department is too carefulto do this sort of thing. They
‘would not allow a dlﬁ'emnce of 13} lakhs to remain in their accounta by over.
sight.

Tax HoNouraBLE 1HE PRESIDENT : 1 am sure if you had seen -thé
Finance Secretary this morning before the debate began, he would hawve
gladly ziven vou the information on the subject.

Tae HoNoURABLE Mr. HOSSAIN IMAM: Probably it is bad account-
ing, which is responsible for this.

Tae HoNovranLt THE PRESIDENT : That is a matter of opinjon.
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Thr HoNourRABLE Mr. HOSSAIN IMAM : This hows that if the Posts
and Telegraphs Department have under-estimated, there will be a.- aurplas
which we would be entitled to ask them to give to our relief ; orifit is an over-
estimate in Demand No. 11, the deficit is reduced and the taxation proposals
should go to that extent. But personally I do not think that this is the ax-
_planation. Probably it is bad accounting and the thing is hidden somewhere
and cannot be easily found.

Sir, we have not been allowed to discuss the final implications of the
-geparation of Burma and it would be difficult to deal with that subject in the
Budget discussion. There are any number of questions arising from the
separation of Burma, which we cannot ventilate except by having a day set
apart. I would therefore request the Finance Member to give us a day to
consider this subject.

TrE HoNoURABLE THE PRESIDENT: That cannot be done. There
is nothing to prevent you from putting in a Resolution on the subject.

TAE HoNoGraBLE Mr. HOSSAIN IMAM : Some Honourable Member
has already done that or will be doing it in the near future, if Government
do not give us this facility. But I wish to have a separate day so that this
will not deprive us of the discussion of other Resolutions. Non-official days
are for all of us and the Burma question is so hig that it may eat up the whole
day. *

Tae HonoUraBLE "HE PRESIDENT : You know that last year the
Leader of the House was so good as to give you one additional day for the
purpose of non-official business. If something like that happeps this year
also, he is sure to listen to you.

Tee HowourarLe Mr. HOSSAIN IMAM: I hope he will heed your
advice and give us an additional day in the future.

Sir, before I conclude I must say that the Honourable the Finance Member
has not given us a complete picture of Federation. The formation of the
Federation is a losing game. States should be .....

Tae HoNovraBrE THE PRESIDENT : Surely you are not going into-
such a big question at this stage. You have spoken for 35 minutes already.

# Tge HoNoURARLE ME. HOSSAIN IMAM: I am not going to dilate on
it. Iam just saying that he should have budgeted in a strictly

1z x sound manner, either by increasing his income or réducing
expenditure. But until he is able to give a stable budget, I think the Princes
should consider twice before they enter the future Federation.

TrE HoNoURABLE Ral BananvrR SRI NARAIN MAHTHA (Rikar:
Non-Muhammadan) : Mr. President, as this is the first occasion when as one
of the representatives of Bihar, which was severely hit during the terrible
earthquake of 1931, I have the honour to address you, and the occasion, through
you, to address the Honourable Members representing the Government of
India, I hope you will permit me to precede my remarks on the subject matter-
of the budget before us by an expression of gratitude on behalf of the people
of Bihar for the financial help that was so spontaneously extended to us by
the Government of India at a time when we were in the grip of severe
calamity. That help has enabled the Provincial Government, and more parti-
cularly the local bodies, to resuscitate themselves and has brought cheer to-
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the destitute peasant and the ruined tradesman, whose debt of gratitude to

some non-official agencies like the Congress, the Marwari Society and the

Servants of India Society, of which the worthy President is an Honourable

Member of this House today, is aleo great and unforgetable.

Coming now to the budget, T disagree wholebheartedly with the platitudes
the Honourable Mr. Basu showered. I do, partially, agree with what the
Honourable the Finance Member himself said in introducing it, that ¢ it is
a story of disappointment’’. I only wish to add that itis a story of far
deeper disappointment than the Honourable Member seemed conscious
of, or wanted to acknowledge. The gravest disappointment that the budget
presents is not in ite arithmetic, which is all that the Government seem to have
looked upon with any concern, but in its outlook. The present budget is in
line with its predecessors in being irresponsive to the criticisms and suggestions
-that, from a perusal of the previous debates in this or in the other. House, I
find made year after year. Ianticipate that I shall be told that it is not possible
to incorporate in the budget all the suggestions made, many of which are
contrary to each other, and some open to question with regard to their sound-
ness. I admit that there is this practical difficulty. But the complaint that
T make is that the general trend of those recommendations and criticisms ought
‘to have been recognised, their spirit ought to have heen imbihed and a sincere
-effort made to mould the budget on popular lines. ' The budget to make itself
commendable must, in the main, be able to show that it is the people’s Ludget,
that the Government exists for the people and not the people for the Govern-
‘ment. But the Budget vear after vear continues to be the Government s
Budget and shows no appreciable sign or move towards lifting the balance of
the scale on the just side. ¥

Going merely through the headlines of the Budget, showing the differen
.chanpels of .our activities, we find that ‘theyv are infleed 8o varied :as.to credit
the Government of any of the modern progressive States. But disappoint-
ment begins to overtake us when we go past these misleading signhoards, enter
the portals and disecover the top-heavy character of the administration and
find provision made only for a lagge number and variety of officers, who, true
to the system théy represcnt, lie hidden ip remote inaccessibility, tied to their
-chairs in red-tape. The central complaint of the people. of this country is
against the attitude of the Government, against the bureaucratic perspective.
T submit, Sir, that more and more attention should be paid to cultivating and

_nourishing a more vital contact between the afficers of the various departments,
rticularly. the departments that aim at helping agriculture, industry, publio

. health, etc., and the people they want to serve. The officer who wants:to deal
“ with the villager and lead him to take to better ways of cultivation and living
must go to him like his brother and make himself a real instrument, of service.
Prosperity cannot be acheived only by compiling statistics and regular sub-
mission of reports on prescribed forms. It is the spirit of service that should
dominate his bebaviour and work, so that the villager may give up his present
.aloofness and be drawn to him. If this is not done, bulletins and broadcasting,
over which the Government of India spend not an inconsiderable amount,

would turn to be of no avail. .

Coming events cast their shadows before and the coming constitution has
.cast a deep shadow on the budget. Apart from the annuity recoverable from
Burma under the Amery Award during the course of the next 45 years on
.account of debts, other liabilities and pensions, . the net loss on account .of
separation of Burma would be & crores and 56 lakhs. Provindial autonomy
.accounts for a reduction of 51 lakhe in revenue and an increase of 1 crore and
.34 lakhs in expenditure. The additional burden falling on the budget for
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1937-38 arising from constitutional changes is estimated to amount to 4 erores

and 18 lakhs. Whatever may be the other merits or demerits of the coming
.constitution, the budget before us is enough to show that it is financially lame.
“This, however, is not the proper occasion to eulogize or condemn the coming
oconstitution except in so far as it affects our finances. The Finance Member
is optimistic about the ability of India to pay for the unwanted blessing of the
new constitution. But, now that we are on the threshold of the new vonsti-
tution, I would like to sound a note of warning to the Government of India.
‘My warning is this, that if it is their desire that the country, howsoever dis-
appointed and dissatisfied, should still bo able to make the best of a bad bargain,
if the Government do really want that the new Reforms, going to be born on a
Hartal day, should not die in its cradle, they must see that the provinces do
not find themselves reduced to the need of undertaking fresh taxation in order
to support the burden of the so-called autonomy with which they are to be
blessed. Nothing will kill the reforms sooner than forcing by circumstances
the Provincial Governments to rerort to fresh taxation or even for the Govern-
ment of India to undertake centrally to tax in order to meet the high cost of
administration here and in the provinces. Therefore, I want the Government
to adopt a bold, straightforward and business-like policy. I want them to
pick up the axe and lop oft from the top some of the many overhanging heavy
branches and to make the structure more harmonious, such as the roots,
-without damaging themselves, may sustain.

With this short criticism of the general character of the budget I shall
pass on to the second part of the speech of the Honourable the Finance Member
in introducing the budget proposals of 1987-38. The Finance Member in
propoging an enhancement of the sugar excise from Rs. 1/5 to Rs. 2 per cwt.
and lowering the protective import duty from Rs. 9-1 to Ra. 7-4 per cwt. has
enunciated a miraculous proposition. He contendr that while he can draw
no less than an additional income of 1 crore and 15 lakhs from the sugar indus-
try, the industry, instead of suffering, will gain in stability. The increased tax,
he thinks, will not hit the manufacturoer, be felt by the consumer nor noticed
by the grower, . This is a rare feat of financing, almost verging on black art,
commonly called magic. The important part. played by sugar industry in
these days, in the economic life of the people of this country, can be visualised
from the replies given in this House on the 16th of last month by the Honour-
able 8ir Jagdish Prasad to questions put by the Honourable Sardar Buta Singh.
It wasstated that the area under sugar-cane was roughly a million acres more to-
day thanin 1926-27. The estimated production of sugar cane had gone up from
35-1/3 crore tons to over 61 crore tons during the last 10 years and the amount
peid:to growers had mounted from 19 crores  of rupees to about 40 crores.
‘The industry provides emplovment to about 2 hundred thousand skilled and
unskilled labourers and thousands of educated scientists and others. The
return to Government cofters from income-tax on factories apart from what
is realised from employees is about 30 lakhs a year and the income to Rail-
ways is also very considerable indeed. I submit, Sir, that the economic pros-
perity induced by the industry more than sets off the loss in revenue to the
Indian exchequer. The picture of loss has apparently been overdrawn by the
Finance Momber in taking for comparison the receipts of 1930-31 when import
duty contributed 10§ crores and not taking into account a year like 1923-24
‘when receipte were only 3-1/3 crores,

]l am, 8ir, a sugar cane grower on a moderate scale, and know from practical
-experience what a narrow margin of profit the cultivation affords to the grower
at the present market rate. The Honourable the Finance Member is labouring
under a wrong notion that the industry is over-protected. . It must not be
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forgotten that hefore the protection was granted, :.e., before the Tarift Board
reported, the revenue duty on sugar was Rs. 6/12 per cwt. To leave it now at
Rs. 7/4 and to raise the excise by 11 ammas a cwt. is to rednoe the protection to-
& dangerously narrow margin which would mean suré ruin to a number of mills,
loss to capital, fall in income to the grower, and unemployment to the people.
It will unduly increase the burden of the consumer in the interest of foreign
import. If the industry is passing through a crisis, Government should step
in and check the rate-cutting in the price of sugar cane to the grower. If
this is done it will have the wholesome eftect of checking over-production and
also lead to the general amelioration of the agriculturists.

A word, Bir, about the increase of duty on silver, and I have finished.
May I start by asking why Government did not think of imposing an export-
duty on gold instead of imposing an import duty on silver, which, as a metal,
is used for various purposes by the middfe class pedple ? There has been an
insistent demand for a duty on gold in order to check its fiow into England and
America. Government owe to the people of this country a straight answer.

With your induigenoce, Sir, I will just say a word with regard to the light
hearted and inconsiderate suggestion made by the Honoural:g%e Mr. Ramadas
Pantulu regarding the abolition of the permanent settlement. 1 would like
to point out to him that very few or none of the present zamindars are those
with whom the EKast India Company originally settled their lands. Quite a
large majority of the present zamindars are those who have bought at full
price their zamindaries out of their earnings, in most cases life-long earnings.
How does he propose to treat them ? They invested their earnings from legal,
medical or engineering professions or from trade into land and bought zamin-
daries, finding the investment to be honest and sound.

Tax HovourasLe THE PRESIDENT : You need not discuss that ques-
tion at length now. I have already informed the Council that he spoke with

reference to -agricultural prosperity only.

Tue HoNoURABLE Rai Banapur SRI NARAIN MAHTHA: Bat, Sir-
be mentioned that as a means of financing the Budget........

- THE HoNoURABLE THE PRESIDENT : We must confine ourselves to the
budget before us.

Tue HoNoumaBLE Rar Bamapur SRI NARAIN MAHTHA : I bave
only got to point out that the great organisation, which the Honourable
Mr. Pantulu here represents, the Congress, has not anywhere, to my knowledge,
given any official indication of their intention to abolish the permanent settle-
ment and I am afraid the Honourable Mr. Pantulu has not been circumspect
in regard to his observation in the matter.

Tax HoNoUurABLE THE PRESIDENT : The Council will now adjoutn till
2:80 in the afternoon. : ‘

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

Tae HowxouraBLk M. GOVINDLAL SHIVLAL MOTILAL (Bombay,
Non-Muhammadan) : 8ir, If one must give a name to this Budget, one can
call it neither a rich man’s budget, nor & poor man’s budget nor even a middle
man’s budget ; for there is relief to none from the crushing hurden of taxation.
One may, I suppose, have to be content by calling it an Englishman’s Budget
with all the characteristics of his race. In spite of depleted stocks the budget
bravely displays the sign-board ‘ Buginess As Usual ”’ and the finanaial state-
ment i8 marked by an abundance of self-complacency and distinguished by
lack of constructive imagination and ability to seo ourselves as others see ‘us.

At the outset, one must, in common fairness, concede that the Homourable
Finance Member has been proved right in two things—in being ocautious
regarding revenue in view of the uncertainty of the yield from the sugar import
duty and in his prpvision for & Revenue Reserve Fund to meet liabilities in the
first year of Provincial Autonomy. Nor can I find fanlt with the careful

resentation of the financial position which is done with a book-keeper’s eye
For detail regarding the receipts and outgoings. But there is no evidence in
the budget statement of an adequate appreciation of the faotors that will
safeguard the general well-being of the people and at the same time help for-
ward the economic development of the country, which alone can relieve us
of the present financial stringency. There are brief references to the slight
improvement in the Railway finance, to a certain rise in the price level of
India’s raw products, the recent increase in the exports and some improvement
in the balance of trade. But there is no evidence of an adequate realisation
of the fact that all these are largely the result of abnormal factors, namely,
the war scare in Ewrope resulting in rapid rearmament and storing up of
supplies in apprehension of war. For all we know, the slight recovery at
present may prove shortlived. In these days of quotas, high tariffs and
currency war, we cannot trust in Providence or international good-will for a
continued improvement in the economic position of our country. We have
to take active steps to improve our export trade, which by increasing the
purchasing power of the people will, to some extent, stimulate the import
trade also. Considering the rapid increase in India’s population, the total
consumption of goods remains at a depressingly low level. Instead of any
evidence of a desire to adopt far-reaching measures to improve the basic
economic position of the country, one finds, on the contrary, a certain spirit
permeating the financial statement whioh gives rise to serious apprehension.
1 may refer, for instance, to the hyper-critical attitude towards Protection of
Indian Industries, and complete satisfaction with the present ratio and the
persistent refusal to borrow when rates are low, either to meet capital expendi-
ture like the reconstruction of Quetta or in order to acquire the Company-
managed Railways and thus reduce the foreign liabilities of India.

Sir, one cannot help feeling that it is this unsympathetic frame of mind
that is responsible for the fact that as soon as the Honourable the Finance
Member finds himself in a tight corner, his first thought is to raise the excise
duty on sugar—a national industry which bids fair to make us self-supporting
at least in one of the primary articles of consumption. Regarding the Honour-
able the Finance Member’s anxiety to tighten up the administration of revenue
by closing possible loop-holes, one cannot fairly quarrel, provided this is done
in a fair and judicious way. But unfortunately one does not find adequate
evidence of an equal anxiety to tighten up the administration of expenditure.
I agree with the Honourable the Finance Member that one need not exaggerate
the imaportance of & gap of one or two crores in & budget of 80- crores. But
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it is equally pertinent to remark that in an expenditure of such vast
dimensions, it would not have been impossible to effect retrenchment of a
couple of crores, if only there had been the will to do so.

One may refer in this connection to the economies suggested by the
Retrenchment Committee and the continuation of the Lee concessions, not-
withstanding the fall in the cost of living. With an adequate cut in expendi-
ture, there would be no necessity to apply the axe to a growing national industry
like sugar, specially when a review by the Tariff Board is so close at hand.

Sir, I am surprised to find that the Honourable the Finance Member draws
satisfaction even from the fact that the effect of the enhancement of the excise
duty will be to drive out of existence what he calls the weak and inefficient

ucer. I for one am not prepared to regard this as a desirable result. I
would prefer that he were spared this blow and had an opportunity of improving
his efficiency. This increase in duty will add to the cost of sugar produced
both by the weak 4s well as the strong manufacturer and will adversely affect
both. I am also unable to subscribe to the reasoning of the Finance Member
that the higher duty will benefit the cultivator of the sugarcane. On the
oontrary it is obvious that there will be less demand for his cane when some
factories cease to work. The Honourable the Finance Member, I am afraid,
is claiming too many virtues for his proposal. It seems to me, if anybody
stands to gain it is the khandsari pmdl:wer who will have an advantage to the
extent of additional excise duty levied on factory sugar. The growth of the
sugar industry has added to the economic betterment of the people particularly
of the northern parts where industrial development is comparatively of recent
growth. If the Finance Member’s proposal is accepted, the industry will
lose even the marginal advantage of 8 annas per cwt. which it has hitherto
enjoyed.

Sir, my objection to the enhancement of import duty on silver is based on
two grounds. First, all treasure such as silver and gold should have free entry.
Secondly, silver is a metal in which small men in the villages hold their savings
with a view to fall back on them in times of dire distress. Before resorting to
this desperate measure, it was open to the Honourable the Finance Member
to subject to income-tax pensions and salaries, interest and dividends earned
in India by persons residing outside, as recommended by the recent Committee.

Sir, one is glad to note that the 5} per oent sterling loan of £17 millions
was repaid during the current year and to that extent our foreign liabilities
are reduced. But one cannot see the wisdom of refraining from issuing a
rupee loan to meet our Capital outlay when rates are so low. With due
deference to the opinion of the Honourable the Finance Member, I venture to
hold that the expenditure of 7 crores on the reconstruction of Quotta is essen-
tially of the nature of Capital outlay. I have no objection to making provision
from Revenue for the Interest and an adequate contribution to strengthen the
Sinking Fund ; but one cannot help strongly protesting against the policy of
saddling the Revenue with the entire amount of the Capital outlay. I am
aware the Honourable the Finance Member holds strong views on this question
and is emphatically opposed to borrowing money to meet expenditure in
Quetta, as he said last year, “ It is contrary to strict financial orthodoxy
to borrow for expenditure which does not yield a cash return equivalent to
the interest and sinking fund charges on the amount borrowed ”’. ¢ I know ”,
he added, ¢ that this strict view has not always been followed in India .

. 8ir, I beg to point out that it is not only in our benighted India, but even
in his home country, such a fetish is not made of what he calls strict orthodoxy.

19
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May I, for instance, know if the huge Defence Loan that the British Govern-
ment is Issuing is of a productive character ¢ Can it yield a cash return equi-
valent to the Interest and Sinking Fund charges on the amount borrowed ¢
One wonders what this huge Defence Loan will produce except a first class war.
It may be mentioned that the financial Pundits of the British Labour Party
are opposing the British Defence Loan, among other reasons, on the ground
that the method of raising money by loans for such expenditure violates the
canons of sound finance. To this criticism the Chancellor of the Exchequer,
Mr. Neville Chamberlain, gave a fitting reply, while moving the Second Reading
of the Defence Bill a week ago. After reiterating his horror of Europe’s
rearmament and the ‘‘ unproductive "’ expenditure in which it involved the
nations, Mr. Neville Chamberlain declared that the Labour Party’s suggestion
that the whole of the defence expenditure should be met out of the current
revenue necessitating the imposition of fresh and crushing taxation was
pushing financial orthodoxy to dangerous pedantry.

While the Government in such a rich country like Britain refrains from
imposing fresh taxation and borrows whken necessary, in a poor country like
India the interests of the tax-payer are being sacrificed, I. will not say light-
heartedly, but obstinately on the alter of financial pedantry.

1 believe this very financial inhibition is partly responsible for the refusal
to acquire the B. N. and M. & S. M. Railways, in defiance of the declared policy
of the country in favour of State management. Here at least there was no
question of an unproductive loan. The pleas offered in support of this deci-
sion are most unconvincing. Last year, I believe, the Commerce Member
said that the Remittance position did not justify Government in undertaking
these obligations. This was difficult to understand in view of the sterling
balance accumulated by the Reserve Bank and the continued large offerings
of sterling by the Exchange Banks. Asregards the M. & 8. M. Railway we are
told that the Government thinks it would be feasible to amalgamate it with
the S. I. Railway, the vontract with which expires in 1945. One wonders what
prevents tho Government from acquiring the M. & S. M. this year and amal-
gamating it with the 8. I.in 1945. The low rate of interest prevsiling at present.
will not obligingly stay at that level till 1945. -

8ir, it is reassuring to learn that in the first nine months of the current
year the favourable balance of trade amounted to 50 crores against 19 crores
in, the corresponding period of the previous year. But one cannot, therefore,
subscribe to the inference drawn from this fact by the Finanoce Member that
it does not look as if the Rupee were over-valued. Year after year the Honour-
able the Finance Member is taking pains to impress on our mind that we are
suffering from a delusion that the Rupee is over-valued. Last year he told
us that although the Rupee was 1s. 6d. gold when the present ratio was fixed,
today the Rupee is 10 to 11d. gold, presumably because the pound is no longer
on gold standard. Even granting that in terms of gold the Rupee has depre-
ciated in value, still in relation to the sterling, it continues to remain in the
same old unfavourable position. This is still more true in the case of currencies
which have depreciated even further. And this is after all what really matters
and continues to act as a handicap on our export trade.

To return to the balanoe of trade, the recent improvement is there, not
because of the present ratio but because of the present abnormal international
situation. As the Commerce Member correctly recognised, the recent spurt
in the export trade of India is largely due to the war scare. 'On the other
hand, the contraction of our import trade, as suggested by the Honourable

c2
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the Finance Member himself, may be ascribed in part to the difficulty and
unoertainty which attends the fulfilment of order for manufactured goods from
Europe, beoause of the rearmament programme in most of the European
oountries. These are the real reasons for augmenting our favourable balance
of trade and not the presemnt ratio so dear to the Finanoe Department.

For a debtor country like India to remain solvent, it is absolutely essential
to have a large favourable balance of trade. How else are we to meet our debt
liabilities to Great Britain ? ' Bo far as Britain is concerned, we have still an
unfavourable balance of trade. Besides this adverse balance of trade, India.
has to pay an annual tribute to Britain to the tune of about 60 crores in consi-
deration of the invisible imports. For the last few years India has been able
to settle her acocounts with Britain by a heavy and disastrous export of gold—
gold so neoessary for the development of the national industry and the Indian
home market. This frittering away of India’s capital assets still continues,
although one is glad to note that the net exports of treasure were reduced from
32.crares to 14 crores in the first 9 months of the current year.

Sir, regarding the British piecegoods, we are told that they have not so
far succeeded in recapturing the Indian market in spite of the further reduction
in duty, which, it may be recalled, was put into force without consulting
Indian opinion. Sir, we have already gone far enough ; and I do not see why
we should oonsgider ourselves under any special obligation tc enable Lancashire
to accomplish the reconquest of India. If in spite of the concessions already
given Lancashire cannot take advantage, it is her own fault. If the prices of
Lancashire goods have remained largely beyond the reach of the Indian pur-
chaser, the Indian consumer is none the worse forit. The internal competition
in the Indian textile industry is sufficient to safeguard his interests. It should
not be difficult for a Finance Member, in a country like India so favourably
placed for the production of textiles, to realise that for the Indian people to
purchase foreign cloth is to purchase poverty and unemployment.

Sir, it is to be hoped that the Indian Government will nat, in the impending
negotiations for a new Indo-British Trade Pact, subordinate Indian interest
‘to British interests.

Sir, on the question of Defence expenditure which we are threatened may
rise higher than the present high level in the next few years, I will not say much ;
for we are painfully conscious of our helplessness to effect any drastic retrench-
ment in this spendthrift department. When we acquire the power and free-
dom to order the finances of the nation, we would not go in for mere cheese-

ing economy, but we would courageously go forward with a sincere and
radical policy of Indianisation both in the case of officers and the rank and file.

But things being what they are, I will content myself by giving only one
warning to Government. Modern Defence and modern warfare have grown
so complicated that it is no longer a mere question of the size of the army or
the amount of armaments. The efficiency and the level of the economic struc-
ture behind the military lines play a far more decisive role in the defence of &
country than in the past.

This was the reason why Tsarist Russia collapsed so completely before
the forces of an economically advanced Germany. And the strength of Soviet
Rugsia is considered by many to lie mainly in the remarkable development of
Soviet industry and agrioulture, rather than in the efficiency of the Red Army
which is still an unknown quantity. You may, therefore, pour out year after
year crores and crores of rupees on the army, on the strategic railways, on
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aviation, on roads in Waziristan, on the reconstruction of Quetts ; but all
these in the hour of crisig will be of little avail with an impoverished countryside
in the rear and an infantile development of Indian Commerce and industry.

* Tae HoNouraBLE Mk. R. H. PARKER (Bombay Chamber of Com-
merce): Sir, I would like in the first place to deal with one or two ts which
the Honourable Mr. Motilal has just referred to. I do not think that you can
draw any analogy at all between Quetta and the rearmament loan in England.
Quetta is a case of replacing something that you have lost ; the rearmament loan
in England, if I rightly understand it, is to provide us with new factories, new
plant and generally to provide for the wants of the future, not to replace some-
thing lost in the past.

In the circumstances in which the Honourable Finance Member has found.
himself on this occasion I think thai his proposals for new taxation are sound.
I am however by no means satisfied that those ciroumstances were completely
unavoidable. He has himself referred in his speech in another place to the in-
evitable diminishing returns from high revenue duties, and for my part I feel
that it would have been sounder finance at an earlier stage to reduce some of
these duties with a view to avoiding income from this source being less than
it would be with lower duties. I shall be very glad if the Honourable Member
oan assure us that the necessary preliminary examination of this point of
view has been made and that when the opportunity occurs he will be in a
position to make changes of this kind.

The Honourable Member knows far better than I do that this question
does not only affect the revenues of the Government but it must affect the ex-.:
change posltlon and neither he nor I would like to be driven to the necessity
of a 1s. 8d. rupee or to any change in the present rate.

Subject to these remarks I think that the most serious aspect of the budget
is the Railway position. I think that it is being dealt with much too casually
and unscientifically. As I mentioned when I spoke on the Railway Budget,
I.do not agree that there is any surplus available from the Railways which can
properly be treated as ordinary income. I do not propose to repeat the criti-
cisms which I have already offered on the proposal to charge to the Deprecia-
tion Fund and not to Capital any excess over the original cost when replacing
an asset by an identical asset. 1 would only remind Honourable Members
that this leads to over-stating profits, under-stating capital values and to
failure to kmow from year to year what your real working ex*penses are, and i
sccordingly uneound.

The Honourable Mr. Nixon, when replying to my remarks on this subject
the other day, said that he did not fully understand commercial accounta.
T assume that it is because it was realised that Government Departments might
need the assistance of those who were acquianted with cominercial methods
that the Conmstitution provided for represemtatives of certain Chambers -of
Commerce to git in this House, and I would like to deal with one or two poinu
arising out of what the Honourable Mr. Nixon said.

He suggested thet you could not charge the cost of an asset of the lnnd
we were contemplating to share capital and pointed out that share capital
was o liability and not an asset. With that view I entirely agree. I would;
however, like to draw the atténtion of the Honoureble Member to Form ¥
which will be found in Schedule III of the Indian Companies Act. The firet

* Bpeech not corrected by‘the Honourable Member.
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headhag-‘:;:he Assets side in Form F is ““ Property and Assets—Fixed Capital
Expendi ¥, Now, Form F is the form of balance-sheet which the Govern-
ment insist upon in the case of Companies and this heading to which I have
referred is the heading to which expenditure of the kind we have been discus-
sing should be charged. Form F provides for distinguishing under this main
heading, as far as possible, between expenditure on land, buildings, leassholds
and mentions other similar items. It goes on to say that in every case the ori-
ginal cost and the additions thereto and the deductions therefrom during the
vear and the total depreciation written off under each head have to be shown.
You will note that the original cost has to be charged under this form of Balance
Sheet to Capital Account as I said it ought to be and as I said the Railways
ought to do.

If the Government of India will treat their Railway accounts in this way-
I ghall be quite satisfied provided their depreciation is calculated over a reason-
able life. I can see no reason why the Government of India should treat the
Railways differently from any limited Company in this particular respeot
and I think they should prepare their accounts in a similar manner. I think
they are setting a very bad example. If they consider that information of
this kind should be available for shareholders there can surely be no reason
why the same kind of information should not be provided. for the information
of the tax payer who owns the Railways. If for any reason it is impracticable
to do this in respect of the past, there can still be no reason why additions to
assets and replacements of assets should not be dealt with in this manner and
to that extent the Railway records improved and increased in accuracy.

I would also like to draw the attention of the Honourable Member to section
183 of the Government of India Act, 1935. This section directs the proposed
new Federal Railway Authority and lays down the principles to be observed
by that Authority. I draw particular attention to the words in line 2 of the
section ; it is laid down that the Authority ‘‘ Shall set on business principles "
and further on that the Authority shall make proper provision for meeting out
of their receipts on revenue acoount all expenditure to which such receipts
are applicable under the provisions of this part of the Act.

Bection 186 (2) lays down how the receipts on revenue account in any
financial year are to be applied. The first item is * Working Expenses .
Now, in my opinion, and in the opinion of a great many people, working expenses
include depreciation accruing, but as the Honourable Mr. Nixon pointed out
the other day, this view is not universally acoepted and indeed those who were
responsible for these provisions of the Act evidently recognised this because
we find that depreciation is specifically referred to under 188 (2) (¢), under which
the receipts on revenue account have to be applied in making due provision
for maintenance, renewals, improvements and depreciation. Now, * due ”
provision means the amount of depreciation acoruing in the year in question
in respect of the assets in use during the year in question. It does not leave
it open for the Authority to say, ‘“ We have had a good year and we will put
something aside for depreciation ”, or, ‘“ We have had a bad year and we can
put nothing or very little aside for depreciation ”. It binds the Authority
to make due provision for the amount of depreciation accruing in respect of a
year and this is the amount of the provision which the Government of India
ought to be providing for depreciation but which they are not providing.

It is only after provision has been made out of the receipts of the Authority
on revenue account in any financial year, for full depreciation and all the other
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expenses properly chargeable against revenue in any year, that the question of
any surplus on revenue acoount arises, as is made perfectly clear by section 186
(3). The surplus therein referred to is a surplus after making all the provisions
which have to be made under seotion 186 (2). We have on more than one ocoa-
gion been told that nothing can be done which is contrary to the provisions of
the Government of India Act, 1935, or contrary to the spirit of that Act. ‘I
cannot that the present methods adopted by the Government of India are
in accordance with the provisions of section 186. They clearly are not. That
in itself is bad enough, but, Sir, to what does it lead ? As I have already
stated, it means not only that we are living on capital but we are proposing to
go on living on capital so long as the present methods are followed. I fully
admit that when the owner of a business has heen unwise enough not to provide
for depreciation in the past and to take out all the profits when there were any,
and to finance the deficits by borrowing when there were any deficits, trouble
must be expected, but this is surely all the greater reason for being strictly
scientific and methodical in dealihg with future years.

I do ask the Honourabl¢ the Finance Member to have the views 1 have
expressed—and more particularly the details contained in my speech on the
Railway Budget-—-examined and repcrted upon. I am confident that he will
come to the conclusion that I am right and surely it is betiter to realise the reali-
ties of the position and not to blind ourselves and assume that there will be
profits from the Railways which we are never likely to realise. The latter
attitude can only mean that we are throwing on to a future generation the
burdens which ought to be borne today.

It is bad enough to believe as I do that a fair value of the Railway assets
is some hundreds of crores less than the liabilities in respect of the Railways,
but to go on acquiescing year after year and making that position more serious
by increasing the amount of the excess of your liabilities over the value of your
assets is finance of a most dangerous order.

Monopolies such as the Railways have been have great advantages but, as
is usual in life, theso advantages are accompained by difficulties. I think it is
important for anyone who is responsible for the control of a public utility
monopoly to keep on continuously thinking ‘ What would I do if I had to
face competition? What can I do to make the service more useful or more
efficient ?”’ This attitude of mind, which can only be impressed on the staff
from the top downwards, would often result not only in a great increase in the
utility of the concern, but in forestalling some of the unfornunate effects on
the revenucs of the undertaking when competition comes, as it frequently does.

Many of the improvements which have been made in the Railways of other
countries—only when competition arose—could reasonably
have been made at an earlier date. It is true that improve-
ments of this kind in the first instance normally involve the expenditure of
considerable sums of money and that this aspect of the matter cannot be
ignored. All expenditure of this kind merely requires careful examination
from the double point of view : Will the cost to those who use the service and
the income of those who own the service be so greatly aflected as to make the
expenditure not worth while ¢ I think the Railway position would have been
very much better now than it is had this attitude been adopted in the past.
I think the Railway position will be very much better if this attitude is adopted
in the future. Inall too many instances there seem to be indications that where
there is no fear of competition the Railways are not prepared to improve their
l,er(;fige, while where there is competition to be met they are willing to do so,
and do so.

3r M
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We have already supported the Income tax Bill which was passed by
this House in the current Seasion and the Honourable Finance Member may
rest assured that we are in favour of further legislation, when he is ready to
introduce it, to close as many of the existing loopholer in the law as possible
because we bolieve not onlv that a substantial increase in'the receipts from in-
come-tax will result, but that that inarease will represent sums which should
be paid if the burden of income-tax is to be equitably and fairly distributed.
We are at present examining the report of the Income-Tax Enquiry Committee
with a view to being in a porition to support or criticise such proposals as majy
be brought before the Legislature in due course in that connection. I thin
it is a very able document and a very useful basis for consideration.

I hope that the Honourable the Finance Member will bear in mind any
inequities which exist under the present law even though they may not have
been specifically dealt with in this report. Only recently a curious incident
came under my notice. An assessee was assessed in respect of the financial
year 1936-37 to income-tax and super-tax amounting to Rs. 1,80,000 odd.
An appeal to the Assistant Commissioner was unsuccessful and payment was
made under protest. The Commissioner was asked to state a case to the High
Court and in the result he decided to revise under ssction 33. A refund was
then made of na less than Rs. 1,68,000 out of the original sum paid which, as
T have already raid, was just over Rs. 1,80,000. The assessee asked for interest
on this very substantial eum of money and the reply was that while section
66(7) of the Incoms-tax Act provided for payment of interest where a refund
was made as the result of a reference to the High Court, where revision is made
by the Commissioner and a refund made as the result there is no provision for

ayment of interest. This does seem to be a very extraordinary omission.
gTot only does it seem quite ineyuitable that, as in the case I am mentioning,
an assessee should have to pay interest on borrowed money to meet a mistaken
income-tax claim, but there is also the objection that the Income-tax Depart-
ment have it in their power t6 make incorrect assessments, obtain the use of
the money temporatily, and by revising under section 33, instead of allowing
the matter to go to the High Court to avoid having to pay any interest for the
money of which they have had the use. I merely give this as an example of
matters which I hope the Honourable the Finance Member will put right.

There must be many others and he is in a far better position to collate them
than anyone else is.

As regards the Defence Budget, I must say that I feel great sympathy
for His Excellency the Commander-in-Chief. It is always extremely unsatis-
factory for any efficient administrator to feel that he has not at hiz disposal
the funds which he regards. as necessary to the maintenance of efficiency. 1
eannot belp thinking that we in India are extremely fortunate; we are one-of
the few countries in the world who are not at the present time bearing heavy
increased taxation to provide for increased armaments and forces. I think
we can only attribute the avoidance of such increased taxation to the fact that
we belong to the British Commonwealth of Nations. It Honourable Mem:
bers consider for one moment what their position would be if-—as some parties
desire—India were what is called * independent ', that is, outside the British
Commonwealth of Nations.

1 am not an expert in matteis of naval or military defence but it is quite
obvious to the most ignorant that the sums which would be necessary to de-
fend the coast of India, were it rot for the existence of the British Navy, would
be 50 colossal as to put in the shade many of our present difficulties. K
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As rogards the Honourable Member’s proposals for new taxation, I am
-glad to note that the tax on sugar is not likely to result in the price being un-
-duly high. On the contrary it seems reasonably certain that sugar will still
be available at what may fairly be regarded as a low price.

Much as I regret the failure to remove the sarcharge on income-tax on
this oocasion I do not suggest that this ought to be done in the existing cir-
cumstances. To do so would merelv necessitate the substitution of some other
taxation unless we were to have a defleit in the Budget.

I would like to congratulate the Honourable Sir Frank Noyce and Mr-
Bewoor on what I must say I feel is an excellent bargain in connection with
the new Air Mail Services. If I understand the position rightly, had I been the
other party to the bargain I think I would have thought them rather hard,

but so far as India itself is concerned, there scems to be every cause for
congratulation.

THE HoNouRABLE Paxpir HIRDAY NATH KUNZRU (United Provin-
-ces Northern : Non-Muhammadan}: Mr. President, the last three surplus
years had created the hope that we had left days of adversity behind and
bright prospects before us. The remission of taxation and the stress laid by
the Honourable the Finance Member on the increase in the income-tax revenue
strengthened that impression. There was, however, no correspondence be-
tween the economic life of the country in general and the improved financial
position of the Government of India. The Central Budget did not accurately
mirror the life of the country at large. T am free, however, to say that in the
current year there was a larger movement of goods and there seemed to be
. greater business activity than in previous years. This had its necessary con-
sequence in the improvement of the railway revenues. It must therefore have
‘come a8 a surprise to Honourable Members to learn that the current year will
close with a deficit of nearly 2 crores, and, what is more disquieting, that the
Yyear 1937-38 is expected to disclose a defincit of nearly 3} crores. It is true
that the Honourable the Finance Member speaking last year anticipated that
in the year 1937-38 there would be a deficit of nearly 2 crores. The revenue
of 1937-38 is therefore down by no more than 1} crores but the current year
was expected to end with a surplur. The real cause of anxiety is the deteriora-
tion of the position in the current vear, which suggests that the deficit in 1937-38
might continue in future years. And here I should like to support my Honour-
able friend Mr. Hossain Tmam in his criticism of the method adopted by Govern-
ment with regard to the disposal of the sum available in the revenue reserve
fund. Ordinarily speaking, that sum should have been used in order to meet
the deficit in the current year, but Government instead of doing that have met
that deficit by reducing their cash balances. The cash balances were none
too large as they were. After the separation of the provincial balances they
will become too small in comparison with the total liablities of the Government
-of India. And after the deficit of the current year has been met from them
they will be reduced to a still smaller amount. I am afraid that this method
must be regarded as a concealment of the true position of our revenues in 1937-
38 which is more unsatisfactory than Government have admitted, though the
cash balances would be of the <ame amount whether they were used to meet
the deficit of 193€-37 or 1937-38. -

Apart from this, Sir, there are other factors which go to show that the
real deterioration is much greater than that pointed out by the Honourahle
the Finance Member in the Budget. He referred, Sir, to the. effect on our
finances of the separation of Burma from India. We have been told that the
- deterioration would amount to about 2 crores and 33 lakhs. But this would
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be the result if the payment that would be made by Burma to India were oredit-
od to revenue. Now, Burma would pay 94 lakhs this year and a gradually
diminishing sum for 20 years to liquidate her pensionary obligations. Burmsa
will discharge in 20 years by these capital payments her liabilities for pen-
sions in course of payment on the 15th April, 1937-38. Obviously this sunr
cannot be regarded as an addition to revenue. Only such portion of it as
is used in the year 1937-38 or thereafter for the payment of pensions can be
employed in relief of the revenues but the rest of it must be treated as capital,
the interest on which will enable Government to meet its liabilities in future.
Then take, Sir, the contribution to be made by Burma in respect of debt and
ocertain other obligations. Well, this contribution amounting to 2 crores and
29 lakhs is made up of two elements, the payment of the interest charges and
the repayment of capital. Well, the amount used to pay the interest charges
will legitimately form part of the revenue side of our accounts but the amount
for the repayment of capital cannot be so used. We have not been given any
information which would enable us to divide the contribution that we re-
oeived from Burms into its constituent elements, but it is nevertheless clear:
that if, as it ought to be, the whole of the sum were not credited to revenue
our deficit would be much greater than even 3} crores.

The Honourable Finance Member asks us to take consolation in the fact
that we have borne burdens that were not foreseen a few years ago without
extra taxation. He says to us: * Look at the strain that our revenues have
had to bear and then judge of our achievement ’. He draws our attention
to certain figures. The provinces, taking into account their share of the jute
duty and the money that they will receive in accordance with the Niemeyer
recommendations will be getting about 64 crores from the Government of India.
Then there is the deterioration of 2} crores due to the separation of Burma.
These figures are pointed out both by the Honourable the Finance Member
and the Financial Secretary. I will go further and take into account certain
other factors which were left out of consideration by the Honourable the
Finance Member. Take, for instance, the loss of the duty on sugar. Now
I take the year 1931-32 as the starting point and not 1930-31, as 1930-31 was
a very abnormal year. The revenue realised in that year was never realised
either before that year or afterwards. I start therefore with the revenue yielded
by sugar in 1931-32, which was 8 crores. It is clear that there is here a deterio-
ration of nearly 7} crores. And then take the remission of taxation in the
current year and last year amounting to 3-42 crores. Adding up all these
figures we can say that the total additional burdens that the Government
of India have had to bear amount to 193 crores. I may, however, point out
in passing that the loss of the income from the sugar duty was not unforeseen.
8ir George Schuster stated in his Budget statement for 1932-33 that commenc-
ing with the year 1931.32 India must be prepared to lose annually a crore on the

r revenue. It is true that the revenue went down much more rapidly,
but had the process foreseen by Sir George Schuster continued as gradual
in its operation as he wished, even then our revenue from sugar would have
been practically extinguished by now.

Sir, T have pointed out the strain which the revenues of the Central Gov-
ernment have had to bear. Let us, now, consider the additions to the revenue
‘made during the last few years. Take first, Sir, the excise duty. Now, the
excise duty was not thought of when extra taxation wasimposed in March-Sep-
tember 1931 and this duty is expected to yield about 3} crores. Then take, Sir,
reduction in interest charges excluding the share of the Railwayvs and the Prov-
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incial Governments. I understand that this may at a conservative estimate be
put down at 2 crores. There has thus been a betterment in the revenue posi--
tion of the Government of India by nearly 5} crores and the total net deter-
iotation comes to about 14 nrores. Well, now consider, Sir, the taxation
imposed in 1930-31 and 1931-32. The taxation imposed in 1930-31
amounted roughly speaking to &6 crores and that imposed in 1931-32
was expected to yield nearly 29 crores. These 2 items amount to
34 crores. Then we have to take account also of the increased.
postal charges amounting to $ths of a crore. The total additional taxation
thus comes to about 34% crores. Now, it is true, Sir, that the taxes that were
imposed did not yield all the revenue that was expected of them but before
oongratulating ourselves on the improvement in our revenue position we must
in all fairness take account of their existence and magnitude. If we have
been able to meet new burdens to the extent of 14 crores after passing taxation
measures expected to bring in over 34 crores, I cannot see that we have any
oocasion to congratulate ourselves. All that we can say is that the taxation,
measures are beginning to bear fruit, though even as yet the yield from the
taxes may not be all that was hoped for from them.

In order to meet the situation as it is, Government propose to increase
the excise duty on sugar and the import duty on silver.. I shall take the silver
duty first. The Honourable the Finance Member, as his Budget speech shows,
thinks that the recent imports of silver into India indicate a revival of the
hoarding habit. I am not aware that the silver that has come into this country
recently has found its way on a large scale into the villages. We must have
some evidence on the subject, but it has not been furnished in the slightest
degree either by the Honourable the Finance Member or by the Honourable
the Finance Secretary. But even if it be true that a large part of the silver
has been acquired by the villagers, does it show that it is being hoarded 1
Look at the large population of this country ; look at the social requirements
of the people. Consider also the large amount of gold that the country has
had to part with in recent times. At least some of it, as Sir George Schuster
admitted in one of his budget speeches, was due to the economioc distress
prevailing in the country. Ifin the first year of the revival of the export trade
the people took advantage of it to provide a little jewellery for their women or
to lay by something against future needs, can any one fairly oharge them with
trying to hoard money ? The position this year can be looked at in this way.
In the first 9 months of the year, gold of the value of 23§ crores has been
exported, and silver to the tune of 9§ crores has been imported. It only means
that a part of the gold has been used to purchase silver, and the Honourable
the Finance Member, in order to discourage this, increases the tax on silver.
If it is true that most of the silver that has come recently into this coyntry
is to be found in the possession of the villagers, then he is according to his own
showing guilty of putting a tax on the savings of the poor. Iam afraid there-
fore that I cannot support the enhancement of the duty on silver.

Now, let us take the sugar exocise duty. It is a pity that the Government
of India had committed themselves to the proposition that as soon as our
finances improved, the cuts made in salaries should be entirely abolished.
I wish for my part that the higher salaries had been kept at a reduced level
for some time longer. (An Honourable Member: ‘‘ Permanently. ) Well,
at any rate, till there were more signs of financial prosperity than were evident
when the out was entirely removed. Then, Bir, take the surcharge on income-
tax and super-tax, which has been partly removed. If steps had been taken
to exempt men with small incomes and to confine it to men with higher incomes,
I personally think that such a measure which would have distributed the bur-
den more evenly would have been preferable to a measure of the kind adopted:
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by the Government of India. I am in entire sympathy with the position taken
up by my Honourable friend Sir Phiroze Sethna when he suggested that
‘the Government of India, if they wanted to take st.eps to strengthen the sugar
indust.ry ought to have given it some time to put its house in order. This
is not an unfair demand. As it is, I am afraid that the action of the Govern-
ment will be regarded as having been determined by political motives. I
khow that the country has had, at any rate temporarily, to make a large
sacrifice in order to establish the sugar industry. Patriotic sugar producers
will certainly be the last to object to shouldering any additional burdens
rendered necessary by the loss of the customs revenue from sugar. But both
they and we have a right to expect that before any additional burdens are
imposed, they are not unduly burdensome and are in accordance with sound
canons of taxation. 8ir, I do not wish to labour this point further. I will
sum up my position by saying that I am not in sympathy with either of the
measures suggested by the Honourable the Finanoce Member.

One will naturally say in such a position, “ What is to be done to improve
our situation ¢ What is the outlook for the future ? What is the real economio
position of the country ¥’ The Honourable the Finance Member has made
some observations on this subject in his budget speech which are of consider-
able interest. He thinks that the protective and revenue duties are reducing
our income unnecessarily, and he had the support of the Honourable Mr. Parker
who asserted that it was the duty of the Finance Member in view of the opinion
expressed by him to take his courage in both hands and to reduce the duties.
Before I deal with this point, I should like to quote the exact words used by
the Honourable the Finance Member. ‘The height of the protective and
possibly of the revenue duties as well ’, he said, “ is bringing about the inevi-
table diminishing returns and these are operating more rapidly than we had
believed poasible.” This is perfectly true of the protective duties, but
they were not imposed for revenue purposes at all, and taking
the last 6 or 7 years, the diminution has not been as rapid as one might be led
10 believe by this statement of the Finance Member. Again, if proteotlon is
given to suitable industries, it is obvious that the resulting economic
of the country would repay many times over the temporary loss tm might
be sustained by Government. The more serious part of his remark, however
deals with the revenue duties. Now, what is there to show that our revenue
duties are tending to reduce the yield that one might legitimately expect from
them? Sir George Schuster considered this position both in his Budget speech
for 1933-34 and in that for 1934-35, and in both years he came to the conclu-
sion that there was no case made out for a reduction of the duties. He said
in 1933, “ We have considered very carefully whether in any case of customs
duties a point of so-called diminishing returns has been reached, but I am
quite satisfied that there is no class of ordinary imports in regard to which a
reduction of the duty would so stimulate the demand as to produce an in-
crease ’. And referring to the subject in 1931, he said, ““ A careful scrutiny
of the remaining items in the tariff schedule ’-—(that is, excluding manufactured
tobacco and silver)—‘‘ has not revealed any other clear case for making a change
on the ground that a reduction in the duties would mean an increase of revenue
or indeed would not involve a definite waste or loss of revenue ”’. We oould
not have a more clear pronouncement than that on this subject and the recent
trade returns bear out what Sir George Schuster said on both these ocoasions.
Take our export and import statistics starting from the year 1927-28. Both
tell the same tale but I will content myself with dealing with the imports only
because 1 take it that the Finance Member in muking the remark to which I
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have referred was thinking primarily of the import trade. Waell, the worst
year for imported goods was 1931-32, when their valume on the basis of the

rices that prevailed in 1927-28 was only 70-6 of the standard reached in

927-28. e corresponding figure for 1935-36 is 86-6. There has thus been
a continuous and substantial increase in the volume of imports since the time
when the duties adversely commented on by the Finance Member and the
Honourable Mr. Parker were imposed. Again, the reduction last June of the
duty on certain kinds of British cotton goods did not add a pie to the customs.
revenue. The View of the Honourable Finance Member is thus unsupported.
by facts.

There is another remark made by the Honourable Finance Member which
also deserves attention at the hands of Honourable Members. Referring to
the favourable trade balance of India in the currrent year he said, “ It ocer-
tainly does not look therefore as if the rupee were over-valued ; in fact, there
is a great deal more to be said for the contrary view . Now, it is true that
in the first 9 months of the year the balaunce amounted to 50 orores. If our
position improves at the same rate, vou might expect a balanoe of nearly 61
orores in a full year.

Tue HoNouraBLE SIR JAMES GRIGG : I should like to tell the Honour-
able Member that in the 10th month the favourable balance added 10 to the
figure of 50. So it looks like speeding up. I mean that it is increasing rather
more quickly.

Tae HoNOURABLE Panpir HIRDAY NATH KUNZRU : I know that.

I will therefore assume that the balance which will increase more rapidly will
at the end of the year amount to 75 crores. But is that a figure which need
cause the slightest concern to a Finanoe Member of the Government of India ?
What was the figure of the trade balanoce in pre-war years ¥ (4n Honourable
Member : “ 60 ”.) It was much larger than 60. In the quinquennium just
ceding the war the favourable trade balance amounted to 78 crores, and it
m to be borne in mind that India was then an importer of the precious metals.
In the current year, however, the favourable trade balance takes into account
also the export of gold. We are therefore nowhere as compared with the
position we occupied in the pre-war years. It is true, however, Sir, that, while-
the exports have gone up, the imports have declined. But we do not really
know what the permanent state of things will be. There is nothing to indicate
at present. that the imports will continue to go down. The decrease in imports
may well be only a passing phenomenon. As our exports go up it is natural
to expeot that people will receive a larger portion of the payment due to them
in the shape of goods. In any case there is nothing here to show that the rupee
is in the slightest degree over-valued. We know however that the revival of
prosperity in the oountry depends on the increase of the purchasing power of
the people, and one of the most potent ways of doing it would be a reduction
in the value of the rupee. And here, Sir, I should like to put a question to the
Finance Member. When he said he thought there was a great deal to be said
for the view that the rupee was under-valued, what exactly did he mean, to
what currencies did he refer ? Did he refer to the English currency or did
he refer to non-English currencies ? So far as non-English currencies are con-
cerned, the Indian currency is linked to them only through the English cur-
rency. If then the rupee is under-valued in relation to them, it can only be
because the pound also is under-valued in regard to them. As regards the
English currency, however, there could be no under-valuation of the rupee
because the ratio has been forcibly maintained at the previous level by the
British Government. England iteelf went off the gold standard and managed
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%s currency as it thought would suit its economic interests.. But it somehow
came to the conclusion that the interest of India woald be best served if she
oontinued to be in the leading strings of England. There is, Sir, not the slight-
est evidence to show that the rupee is under-valued ; on the contrary, there
is a great deal to be said in favour of the view that if the rupee were slightly
under-valued, our recovery would be quicker and both our economic and
financial position would so improve as to remove the embasrassments from
which the Government of India are suffering.

As regards the future, Sir, there has been some increase in prices in the
ourrent year, a small but steady .inorease. It is difficult to say whether the
inoreased business activity which is due to it is genuine or speoculative. Busi-
ness men whom I have had the opportunity of talking to have generally attri-
buted the recent rise to the disturbed political conditions in Europe. One
hopes that their prognostications may turn out to be untrue, for no one is
interested in showing that the condition of this country has permanently de-
teriarated. We must however take account of the genuine fear en i
in well informed circles that the increased movement of goods visible during
the last 9 or 10 months may prove to be short lived.

Sir, I should like before I sit down to deal with a question in which I
have been taking oongiderable interest for many years. I refer, Sir, to the
army. I am free to admit that a great deal of reduction in army expendi-
ture has been carried out during the last 5 or 6 years even after taking account
of the contribution of 2 crores made by the British Government and the re-
duction in the pay of the British soldier. The reduction has been greater
than any one of us would have believed possible, say, in 1931-32. The army
authorities are therefore entitled to full credit for the efforts made by them
to co-operate with the Government of India. But that unfortunately, Sir,
does not end our difficulties. The army authorities may have considerably
reduced the expenditure of the army, but we have yet to oconsider whether
even the present scale of army expenditure is in consonnance with the general
standard of Jifein the country. Now, Sir, in order to judge of the relation
the army expenditure bears at present to the revenues of the country, I com-
piled figures relating to the central and provincial revenues for the year 1935-
36. For the central revenues I took the figures relating to Railways, Posts
and Telegraphs, Currency and Mint, Interest Charges, and Defence Servioes
net and I found that the revenue of the (iovernment of India amounted to
about 82} crores. As for the provincial revenues, taking Irrigation and
Interest net, I found that they amounted to 81} crores ; the total revenues
of the Government of India and the Provincial Governments thus came to
164 crores in the year 1935-36. The net Army expenditure in that year—
and when I say net I take into account the contribution of 2 crores made by
His Majesty’s Government—amounted to about 45 orores, that is to say,
nearly 274 per cent. of the total revenues of the country as computed by me:
I leave it to Government themselves to consider whether such a figure can be
regarded with equanimity at the present time. Had we received no contri-
bution from His Majesty’s Government, the percentage would have been in
the neighbourhood of 29. But this is not, Sir, the whole of the stary.
The cost of the re-equipment programme has gone up by nearly 2 crores and
His Excellency the Commander-in-Chief has warned us that the present scale
of expenditure is insufficient to meet the needs of the Defence Services. I
am not unduly alarmed by that fact, for since the days of Lord Rawlinson
up to the present time there has not been a single year when the Commander-
in-Chief has not said—perhaps out of loyalty te his Department—that when
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finanoial prosperity returned he would ask for a reversion to the old scale of
mili expenditure. But at the present time even any small addition to
our military expenditure would involve a severe strain on our financial situa-
tion. We have had some relief—so far as defence expenditure goes and not
80 far as the whole financial position. goes—on account of the separation of
Burma. I hope the army authorities will not, simply because the defence
expenditure will in future be apparently smaller than it has been hitherto,
press for increased expenditure. If any such demand is made, then we, what-
ever our desire might be to secure the safety of the country, would have no
option but to come forward with a determined negative.

Now, Sir, we have to ask ourselves as to what is the relation of the De-
partment, of the Army Department which is costing us so much, to the country
a8 & whole. Is it a national department ¢! Has it created a national army ?
Has it Indianised the officer ranks ? I am afraid, Sir, that the answers to
all these questions must be in the negative. My Honourable friend Mr. Parker
thought it very fortunate that India was a member of the British Common-
wealth of Nations, for it was thereby saved the necessity of spending large
sums of money on military preparations. I wish he could convince the United
States of America and France and Germany of their incredible folly in re-
maining outside the British Commonwealth of Nations.

Tae HoxouraBLE MR. R. H. PARKER : I wish I could.

Tae HoNouraBLE Panpir HIRDAY NATH KUNZRU: I have no
doubt that he would be prepared to essay many such impossible tasks. But
for us ordinary men, it is enough to take account of crdinary sentiments and
motives by which men are moved to action. If we do so, we shall see that
the other countries which may be spending more than we are doing—a faot
which has not been proved by the Honourable Mr. Parker—are paying a
price for national freedom. But what are we paying this price for ? Are
we expected to pay it for national subjection and to be grateful forit ¥ Another
factor of a general nature which I should like to bring to the notice of the
authorities. ... ..

THE HoNoURABLE THE PRESIDENT : I have allowed you 45 minutes
already.

TeE HoNouraBLE PanpiT HIRDAY NATH KUNZRU: I will come
to a olose, Sir, in two minutes. The Army Department is concerned with
important aspects of our national life, but does it consider it its duty when
the military budget is considered, either here or at another place, to give
us information about the factors affecting our security and our relations with
our neighbours ¢ Do we ever have a speech of the kind that, say, a Defence
Minister or a Foreign Minsiter would deliver in the British Parliament ? It
is true that Government are not responsible to us, but is their moral duty
any the less for that reason ? Apart from that they have aceepted the policy
of according Dominion Status to India. Does it not behove them, therefore,
to take steps to give us that information which will enable us to acquire the
knowledge and experience which will be needed in the administration of the
Army Department when it is placed in our hands ¢

Just one word, Sir, about the size of our Army before I sit down. England
is making a contribution of about 2 crores to our defence expenditure. I
hope I shall have an opportunity of saying something on this subject a few



P71 ] COUNCIL OF BTATE. f4T MarcH 1987.

[Pandit Hirday Nath Kunzru.)

days hence. I will therefore only say for the present that this contribution
is ‘wholly inadequate. I for one do not want any fiaancial relief from Great
Britain. I care more for the self-respect of India and wish that the European
troops were replaced by Indian. If, however, England wishes to do financisl
justice to this country, leaving out the political question, leaving out the
Iarge question of political freedom which is indissolubly associated with this
question, it ought to make a much larger contribution than it does at the
present time. Judging from the table contained in the Army estimates which
compares the cost of Indian and British units, I think taking both effective
and non-effective charges we can say without exaggeration that the extra.
burden due to the maintenance of European troops in this country will be in
the neighbourhood of 10 crores. What is a contribution of 2 crores in com-
rison with the large additional burden that is imposed upon our revenues

y the maintenance of 60,000 British troopa in this country %

But apart from this, Sir, the Inchcape Committee suggested a way of
bringing reliéf to thc revenues. It suggested that when the reserves were
up to strength, the peace establishment of an Indian battalion should be kept
20 per cent. below the war strength. Now, Mr. Mackworth Young, who was
the Army Secretary in the year 1930, replying to a demand for information
on this subject, said that the Army authorities had looked into the matter
and had heen able to make a reduction of 34 men per regiment. If the re.
commendation of the Inchcape Committee had been carried out there should
bave been a reduction of nearly 153 men per regiment. At the time the
Inchcape Committee reported, there were only about 8,000 men in the reserves.
T understand that their number is about 35,000 now. Thus the actual strengt
of the reserve is the same as its sanctioned strength. Has not the time come
then for giving effect to the recommendation of the Inchcape Committee 7
And as in accordance with the recent reorganisation our regiments will be
organised not on a four-company but a three-company basis, it does not secm
that the Inchcape Committec’s recommendation will make the primary unjts
too small for efficient military instruction. '

Sir, I do not wish to tako the time of the House any further. Iam grateful
to you for the indulgence which you have accorded to me. But allow me to-
say that if T have dwelt at such length on the Army budget and its relation
to the political status of the country, 1 have done so becausc of the great
importance of the subject at the present time. What is the erux of the situa-
tion, 8ir, in the provinces ¢ 1Is it not the seriousness of the position then due
to the present hopeless condition of the masses ? They have practically no-
thing at present and they have hardly anything to look forward to in futuro.
If we wish to bring about a better state of things we must be prepared to
exercise the most stringent economy, to use if necessary radical measures of
reorganisation in order to improve the condition of the rural areas and to
make the people feel that they have everything to gain from a stable and
ordered Government. And the additional money that will be needed for the
expenditure required to improve the level of the life of the masses cannot
for the present be met out of additional taxation. A= the Army is our largest
spending department, one has to ask that department, however difficult the
technical experts looking merely to their own side of the case might find it,
to draw their belts tighter and, in the interests of the very country which they
profess to serve, to leave nothing undone in order that greater recurity, con-
tentment and well-being might accrue to the eountry than its a foroes
alone can bring to it, ' ‘ ;
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Tre HoNOURARLE Rar Bananus Larsa RAM SARAN DAS (Puniab :
Non-Muhammadan) : 8ir, T generally endorse the observations which have
been made by my Honourable friends, Sir Phiroze Sothna, Mr. Hossain Imam,
Mr. Kunzru and others. 1 must say, Sir, that this Budget is not only die-
appointing to the Honourable the Finance Member but is equally disappoint-
ing, if not more disappointing, to the general public and particularly to the
commercial and industrial community. For some time, Sir, there has been
a fecling that the Government’s attitude towards industrial development is
becoming increasingly lukewarm and its policy of protection, instead of
being rigorously pursued, is being directly or indirectly whittled down. The
Honourable the Finance Member’s speech does nothing to remove this wide-
spread apprehension but on the contrary the entire tenor of the speech seems
to indicate a lack of appreciation of the imperative need of development of
Indian industries and undue emphasis on purely revenue considerations.
I cannot help observing thai this concern for budgetary considerations irres-
pective of wider issues leads him Yo favour a policy of encouragement of foreign
import. I submit with due deferenze that the whole question should not
be regarded as one of merely balancing the Hudget but should be considered
as an integral part of a national economic policy.

Sir, the Army expenditure is top-heavy. Nowhere inr the world is there
guch a huge standing Army being maintained. Nowhere in the British pos-
sesgions or the British Dominions is the expenditure on the standing Army
kept at such a high level. I cannot therefore understand, Sir, why unlike
Dominions India should be burdened with the cost of the Army of occupa-
tion. It is time that the policy pursued by the late Commander-in-Chief be
pursued further.

(At this stage the Honourable the President vacated the Chair, which was
taken by the Honourable Sir David Devadoss.)

Sir, we find tnat the Defence expenditure, instead of going down, is on
the increase, although Burma is going to be separated from India. If we
‘s take the actuals of 1936-37, taking into consideration 104 lakhs
* saving from Burma and 20 lakhs saving from Aden, the actuals
come 10 4361 crores. But the estimated figures for 1937-38 are 44°62 crores.
If wo take away even the expenditure of 75 lakhs on the reconstruction of
Quetta, even then the total estimate comes to 43 87 crores. Sir, this ex-
penditure includes the re-equipment of the Army on modern lines. This
equipment was estimated to cost about 12 crores, out of which about 8 crores
have alrcady been spent. Sir, I ask His Excellency the Commander-in-
Chief whether this pace of equipment, considering the present financial con-
dition of India, cannot he made slow.

_ 8ir, it pained me, and I must say it will pain the public of India, to find
that the officers who pass out from the Indian Military Academy are filling
the vacancies caused by the Viceroy’s Commissioned Officers. That is so
and the reply which His Excellency the Commander-in-Chief gave this morn-
ing to my yuestion bears me out. I find from the books before me that in
the vear 1936 there were 4,426 Viceroy’s Commissioned Officers.

(At this stage the Honourable the President resumed the Chair.)

In 1937, the reports give the figure at 4,230. That means a reduction of

198 Viceroy's Commissioned Officers. In 1986, the number of Indian Com.

‘missioned Officers was 141 and in 1937 this has risen to 202. So, aga.'(mt a

decrease in the number of Viceroy’s Commissioned Officers of 196, there is an

inorease of 61 Indian Commissioned Officers. This shows how anti-Indiani-

sation is going on among the Officers in the Indian Army. If I mistake not,
D
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when the Indian Aoademy was founded, as far a8 my information goes, it
was never intended by Government to add to the inferfority stigma which
they gave to the Indian Commissioned Officers. Now, another inferiority
complex, perhaps due to colour, is given to these officers and the public will
regard them now as dignified Jemadars, dignified Subedars and dignified
Risaldars. It pains me to find this. It is useless for Government to spend
about Rs. 10,000 on trainint of a cadet who is to replace a Jemadar. Is
that justified ¥ Was that the intention of the Government of India to train
Jemadars and Subedars in the Indian Militarv Academy ? Sir, I must say
that the people of India will resent this reversal of the policy of Government
as far as the Indianisation of Army Officers is concerned. If I rightly remember,
when the question of the abolition of the Viceroy’s Commissioned Officers
was being considered in this Honourable House some time back, His Excel-
lency Field Marshal Sir Philip Chetwode told ms thet the example of the British
units will he followed and these Subedars and Jemadars will be replaced by
Bergeants and Sergeant-Majors. But, 8ir, I find that, presumably owing to
the reversal of that policy, the result has been that instead of the Indian
Military Academy Officers replacing the British Officers, they are replacing
what we generally.congider subordinate officers, that is, the Viceroy’s Com-
missioned Officers. How can you expect that you will get plenty of young
men from higher classes to offer themselves to an institution whose product
will hear the inferiority and colour complex ? Sir, from the way in which
the admissions of Indian officers to the Staft College are made and the way
in which Indian Officers who duly qualify themselves for admission to the
Staff College are not given admission, we suspect, with due respect to those
concerned, that the policy of Indianisation is being retarded so that, when
the time comes, it will be said that duly gnalified pasted Indian officers from
the Staff College are not available, and so Staft appointments cannot be given
to Indians. ’

Sir, the question of raising the salaries of the Indian Commissioned Officers
is also a matter which should receive favourable consideration from the Go-
vernment of India. A small deputation of the members of the Central Legis-
lature waited on His Excellency the Commander-in-Chief in Simla. They
also represented that one of the reasons why cadets from higher classes do
not offer themselves in adequate number for admission to tie Debra Dun
Academy was that the salary and prospects and the status were not bright.
I presume, Sir, that His Excellency the Commander-in-Chief will throw some
light as to what decision they have come to in order to induce right class of
people to join the Indian Military Academy in larger numbers. We also
expect His Excellency to say whether or not there has been a real reversal
of policy of Indianisation by the steps they have now taken, and how he justi-
fies the present pace of Indianisation in the face of the assurances given by
‘Army Members from time to time. Sir, at ﬁresent there are generally about
11 Jemadars, 8 Subedars and 1 Subedar Major in the Indian regiments ;
but in the Gurkha regiments their number is 2 Subedar Majors, 16 Subedars
and 26 Jemadars. This number is gradually being reduced everys.year and
I think within the next few years this whole batch of the Viceroy’s Com-
missioned Officers will disappear. Alas, what a reward to the so-called martial
classes ! In view of the present pace of recruitment of Indian Commissioned
Officers I would humbly request His Excellency the Commander-in-Chief
to explain how he proposes to make up the deficiency. ,

Bir, I agree with those Members who have said that the cost of the Britieh
army of occupation should be met by the British War Office. Everybody
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knows that the British soldier costs four times as much to maintain as the
Indian sepoy, and a reduction of only 1,917 in the number of British ranks is
too small a figure.

I will then come to the question of the high salaries paid to officers in
India. Some time back when I was dealing with this question in this very
House I gave figures of salaries of officers of various countries of the world,
particularly of the Dominions and possessions under British rule. Argu-
ments were advanced that conditions in India and the inconvenience which
British officers had to face justified their high salaries. I admit that for
deserting their homes for a long period and for the tropical conditions which
they have to face here, their salaries must be more than the salary which
they would draw in England. But I then compared the Indian .salarigs
with those current in Nigeria. That is also a big British possession which,
as far as I know, Js a very unhealthy country. The time has come when we
cannot afford to pay such high salaries, and the revised scales for officers
has not met with the demands of the public. The Lee concessions and other
concessions still continue. Solemn promises were made from time to time
in the Central Legislature that when times improved super-tax and sur-
charges on income would be removed. But they tock the first opportunity
to get their salary cut restored while they ignored this promise which stands
ignored till today. Any increase in taxation once imposed is lowered only
with difficulty and reluctance by Government.

So far a8 mass welfare is concerned, as my Honourable friend Mr. Pantulu
said, the grant for rural uplift has disappeared. May I ask whether that
dirappearance is due to the fact that the Government’s aim has been fulfilled ?
May I ask what proportion of that rural grant went in the shape of salaries
and allowances of officers and staff? May I ask what real sanitary improve-
ments were made ¢! My information, which may not be right but whieh 1
assume is right, is that efforts were made to raise the standard of living of the
masses. The present economic condition of the masses is such that they
want their necessities of life met at every point, and that cannot be met by
the provision of extra skylights or of a wider street in their homes. If Go-
vernment really felt mercy and sympathy for the poor man there was no
reason why this grant should be discontinued so abruptly at this stage. There-
fore those people who suspected that this-was merely a countermove to gain
some political ends seem justified on their suspicion.

Sir, China is a backward country as compared with present India, byt
they made their people who had acquired the habit of eating and smoking
opium to give up this habit.

THE HoNoUraBLE TRE PRESIDENT : Do you seriously belielve that ?

T HoNouraBLE Rar Bamapur Lara RAM SARAN DAS: Sir, I
seriously believe that because India has suffered a loss of over 9 crores of re-
venue a year on opium which used to be exported to China. That shows
that India has not cared for its own people like China has done. I do pet
know whether China’s efforts to stop the opium habit has been fully or partial-
ly successful, but one cannot disbelieve that there has been a distinet im.
provement as regards minimising the opium habit there. My point is that
these 50 lakhs of revenue from opium ought to be stopped and the opium
habit in India ought to be discouraged as much as possible. Opium should
only be used when it is needed for medicinal purposes. Now, Sir, I come
to the increased excise on sugar. I might tell this House that I am not much
interested myself personally in the sugar industry. I must say that 2 years

D2
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ago I visited Java and I went to Sorabaya to see the various sugar factories
there and it was there that I heard a rumour that the Dutoch Government
has forced the British Government to agree to discourage the sugar industry
in India on account of Dutch Government agreeing to help the British in
their politioal aspirations in the Far East.

Tar HoNouraBLe THE PRESIDENT : You are a very simple man.

Tue HoNOURABLE Rar BAHADUR Lara RAM SARAN DAS: That was
what I heard there. Whether those people who gave me that information
were simple or not I do not know.

Tne HoNovraBLE THE PRESIDENT'Y No: I say you are a very simple
man.

THE HoNoUBABLE Ral BaHADUR Lara RAM SARAN DAS : There
they said that Japan by the opening of the Kava canal m Siam and theféby
shortening the distance of sea passage by connecting China Sea with the Bay
of Bengal aimed that the Singapore Naval Base be rendered not of much
use. That in lieu of certain military and naval aid from the Dutch that Britain

. Ido not say that this is a fact ; that is what the people tatked there.
But the action which the Government of India has been taking as regards
sugar industry makes one suspect that there is some truth in the rumour which
I heard in Java. Sir, the Government did decide to pursue a policy of pro-
tection. The Tariff Board was appointed to advise Government, but its
recommendations were accepted by the Government whenever it suited them.
Now we find that there has been a reduction in the import duty on foreign
sugar against the recommendation of the Tariff Board. All these things
show that the Indian industrialists have to suffer. I admit that in India
when any industry is taken up and when people see that that is a thriving
industry more people follow it and then the question of overproduction arises.
But what steps do the Government propose to take to stop such unhealthy
development of industry ? They must do something to save the people from
investments in the wrong manner.- I think it is the sacred duty of the Go-
vernment to warn the people in time, when time has come when the country
does not require any more of a certain commodity. Their failure to meet
the situation also makes one believe that the policy of Government as far as
the development of industries is concerned is lukewarm.

Now, Sir, I come to civil aviation. I think personaily that we must
move with the times and that we should keep ourselves at par with all de-
velopments which the civilised countries make. Sir, when the question of
allotment of funds to the Civil Aviation Department was being considered at
the time when Retrenchment Committees were in existance, and I had had
the privilege to serve on one of such committees, I made a proposal for a
bigger grant for civil aviation. Sir George Schuster, the then Finance Member,
said that it was no use at all to the man at the plough and so the big grants
that I demanded were totally unjustified. We see that a few years after-
wards the Government of India themselves budgeted over 90 lakhs for civil
aviation. We have to see how that big grant is being spent and what part
of that is being spent on making India air-minded. We find that the grant
to the flying clubs are being reduced. We also find that all that mone{" which
is being spent upon civil aviation is being spent for making aerodromes, lighting
aerodromes and lighting routes and supplying meteorological and other



GENERAL DISCUSSION OF THE GENERAL BUDGET FOR 1937-88. 257

facilities. I do not grudge that expenditure, because I conmsider that that:
expenditure has been caused by international and political reasons and it will
make Indis defend itself well at the time of war. When these big sums
are spent for the sake of war, as a preventive or precautionary measure,
a portion of the increased grant ought to be spent to make India air-minded.
There ought to be a fleet of aircraft subsidised by the Government of India,
Defence Department, as they do in the case of lorries. Those people who hold
Pilot A or other better certificates should be included in the reservist list of
the military flying corps. A real impetus should thus be given to the people
of India to learn flying and to have and to enable them to have some jobs:
when they qualify themselves. Sir, I had personal experience of the Northern.
India Flying Club at Lahore. Last year unfortunatelv we had three com-
pleto crashes and the result was that it was with very great difficulty that we
could keep the club going with subscriptions raised locally. I do not say
that the club is ungrateful for the grant which is being given to it now. But
what I say is that in time of such calamity to the clubs, Government must
come forward to help them ia replacing those crashed planes. That is the
only way in which we can make the paople-of India air-minded.

Bir, it is a matter of regret to find anti-Indianisation going on in the
Political Department of the Government of India. If my information is right,
some time back there were 3 Indian officers: working in the Political Depart-
ment. But my information now is—and if' I am wrong: the Government
will put me right—that there is not a single Indian officer léft in the Political
Department. They have been all transferred to the Foreign Department.
I should like to know, Sir, why this has happened. Some time back I was
told that the Ruling Princes did not like the idea of having Indian Political
Officers in the States. But, Sir, when I made inquiries from the then Chancellor
of the Princes he contradicted that and His Highness said they would
welcome Incians. I would, Sir, the:efore request the Government to throw
some light on this, as to why Indianisation in the Political Department has
disappeared. Similar is the case in the Cypher Bureau.

Then again, the surcharge on coal has not been removed. This also
shows how Government is encouraging the development of industries. Coal
is the basic material for every industry. When I raised this point in the
debate on the Railway Budget, the Honourable President asked me to raise
it on the General Budget and that is the reason why I have brought it up now.
If the Government are really anxious to advance and develop Indian in-
dustries this surcharge on coal should immediately be removed.

Bir, I now come to the point as to what in oy opinion should have been
the method to meet the deficit. I have before me, Sir, a statement of revenue
of the Government of India from various sources. In this, Sir, I see that
certain articles are bearing heavier taxation every year and as their imports
are on the increase I can deduce that they can easily stand an enhancement of
the duty. Now, Sir, take the case of tobacco. Why should not the duty on
tobacco be increased ? In 1933-34 the revenue from tobacco was 114-82
lakhs. In 1936-37 it rose to 125 lakhs; and in 1937-38 the Government
expect a revenue of 140 lakhs. That shows, Sir, that tabacco can boar more
duty. Then 8Sir, we come to aniline dyes. The revenue on aniline dyes.
in 1933-34 was 23-64 lakhs ; and in 1936-37 it rose to 27 lakhs, and the Gov-
ernment are expocting 30 lakhs for 1937-38. Similar, Sir, is the case with non-
British fabrics, cotton yarn, and artificial silk. This artificial silk, Sir, which
is now proving a wrong thing to buy for the masses because it does not last
long, can easily bair a heavier import duty. The reveans from artificiyl silk
in 1933-34 was 68-28 lakhs, while in 1936-37 it rose to 185 lakhs and Govern-
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ment anticipate an income of 220 lakhs this year. The same is the case with
cotton hosiery and so many other things. Why duties on such articles have
not been increased instead ¢ I do not, Sir, grudge the duty on silver but I
d» grudge the increase of duty on sugar. Sir, as my Honourable friend, Bir
Phiroze Sethna, observed, it was rather unjust to enforce an increase in sugar
duty all of a sudden. I should like to ask the Honourable the Finance Member
whether this increased duty will apply to sugar which has already been sold
and which is lying with the manufacturer on behalf and on account of the
purchaser. That is a question, Sir, which I want cleared up. Because,
if the Government aim at assessing increased duty on all sugar which is in the
godowns of the various sugar factories, irrespective of whether it has been
already sold, it will cause great hardship on the manufacturers.

Tae HoNouvraBLE THE PRESIDENT: You have already ocoupied
45 minutes. There are severs] other speikers.

THE HoXoUrRABLE Ral Banapur Lara RAM SARAN DAS: Sir,
I will only take a couple of minutes more. The ressons for the fall in imports
are (1) protection for sugar, (2) Japanese-Indian competition against British
textiles and Japanese dumping, and (3) retention of metals in Europe for
armaments as a result of the war scare. Then, Sir, there are (4) sanctions
against Italy, (3) rural indebteduness and (6) too high estimates for various
ariicles not fulfilled. Fall in income-tax is due to cut-throat competition
in sugur and loss in profits of money-lenders. Unless .economic conditions
become favourable it is not expected that the imports will materislly increase.
What are you doing in this direction ?

The last point which I want to raise, Sir, is the question of rural credit.
The Government have forced the money-lenders, even the honest money-
lenders, from doing their business in rural areas. The co-operative banks
cannot at present meet even a fraction of the demand for rural credit. And
the result is that it is impossible for the poor agriculturists, who can offer no
security, to raise money. We know what hardships they are undergoing and
I should like the Finance Member to explain how their miserable condition
can be improved. I do not mean that the money may be found for them for
Juxury purposes, but for the sake of sickness and in the case of other necessities
of life means of providing credit to the poor agriculturist should be found.

Tae HoNouraBLE Sir JAMES GRIGG: Sir, I am very grateful for
this opportunity of addregsing this House on the subject of the Budget pro-
posals and I shall try to deal with the more important points which have
been raised during the course of the debate.

I might take the Honourable Mr. Ramadas Pantulu’s speech first, not
because it was the first in point of time or because it was the most important,
. but hecause it contained one statement which I should like to deal with rather
roughly. He said—and I took the words down at the time—that I was an
Agent of British commerce. It is not a very original remark, of course,
because the Party whose insignia he has adopted has repeated it ad nawseam,
but that does not make it any the more true. Well, Sir, in recent days I have
had occasion to study what is Parliamentary and what is not Parliamentary
and T have discovered an expression which is the strongest that can be applied
to such a statement as that within the terms of Parliamentary usage and this
expression is hallowed by practice in the British House of Commons. I have
no hesitation whatever in characterising that statement of the Honourable
Mr. Ramadas Pantulu as a terminological inexactitude. He can look up a
shorter paraphrase if he likes.
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The Honourable Mr. Pantulu went on to accuse me of making a propa-
gandist speech. Pretty good that coming from a member of his Party. Other-
wise, his speech was a ocollection of unsupported contradictions of various
statements in the Budget speech. I am afraid that in the complete absence
of any evidence to support his contradictions, I can only say that I repeat
my previous statements and remain convinced of their accuracy. There was
another terminological inexactitude in his speech. He suggested that I had
inflated the figures of 1936-37 in order to provide the rural grants which were
given in the last two years. Well, Sir, if I may say so with respect but not
too much respect, that really is a very silly remark because . ...

Tae HoNouraBLe Mr. HOSSAINIMAM: Is “silly”’ Parliamentary;
8ir ? it

Tae HowouraBrLk Sz JAMES GRIGG: ....rural grants were
provided out of the realised surplus of 1934-35, and that is a fact well known
to everybody. ° oo

We come to another contention.of nis and it related to the Budget proposal
to increase the sugar excise duty. He said, * Why mot manufacture for
éxport !’ . There is a very simple answer to that, because the Indian manu-
facturer produces now only at 200 or 300 per cent. above, competitive prices
which seems to me to provide a conclusive reason for his not being able to
manufacture for export.

THE HONOURABLE Rar Banapur Lara RAM SARAN DAS: Will he
‘be helped by the increased excise duty ?

Tre HonouraBLE SIR JAMES GRIGG : I will come to that in one
second. You mean on expert ?

Tur HoNoURABLE Ra1r BamADUR Lara RAM SARAN DAS: Yes.

TRE HonouraBLk Sie JAMES GRIGG: Thatis another point. By
putting an increased excise duty, you are increasing the price of the article
and therefore hinder export. That is the argument.  Surely, Mr. Ram Saran
Das must know that when goods are exported, a draw-back is paid onit, so
that the effect of the excise duty on export is absolutely nil.

Tae HonouraBLE Mr. V. RAMADAS PANTULU: I only wanted
Great Britain to purchase the costly sugar of India by preference and not
-other countries.

TeE HoNOURABLE Ra1l BaHapUuR Lara RAM SARAN DAS: What I
meant is that in the case of export, the excise duty should be refunded.

Tre HoNorrasik S1e JAMES GRIGG : I should have used the Indian
term ‘‘refund ’. The English expression for refund of duties is ‘‘draw-
back . I mean the same thing.

Mr. Ramadas Pantulu went on, after belabouring my proposals or the
‘Government proposals not very accurately or very successfully, to talk about
alternatives. He first of all complained rather petulantly that as he had no
responsibility, and could not have any responsibility, for producing alternative
‘proposals, he does.not know why he should be called upon to do so. In spite
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of that, he did start producing alternatives. The first one he produced,
though it was not quite relevant to the question of the Clentra] Budget, was
the abolition of the Permanent Settlement. I donot propose.to say anythi
about that but his Honourable friend from Bihar seemed to say a good dea
and that not entirely of an approving character. 8o, I think we might leave
the two Members of the opposition to answer themselves. Then he came to
taxing of agricultural income or the inclusion of it in income for purposes
of income-tax. He made a great grievance that the Government of India
made no attempt to tax agricultural income, but he does not seem to know
that agricultural income is a provincial subject, and it is only the provinces
.that can tax agricultural income and if he is so keen, his friends from Madras
will have quite soon a chance of taxing agricultural income and we shall see
what they do about it. So much for Mr. Pantulu.

Perhaps I might now come to the speech of the Honourable Sir Phiroze
Sethna and here I would like to make a few general remarks about Defence
expenditure. I think a general summary of Sir Phiroze Sethna's main con-
tention is that there should be first of all an absolute reduction in the number
of British troops and secondly a substitution of a further number of them by
Indians. Well, the second question at any rate raises the:very big issue of
Indianisation, which I gather has been discussed over and over again in this
House and may be discussed again shortly. I do not want to dwell on that
but I will refer to his proposal for an absolute reduction of the strength of the
Army, particularly at the cost of the number of British troops. All I can
say is that I hope he will view such a proposition as that with the same easy
optimism a year hence. As a matter of fact, in the present circumstances,
there is really not the slightest good deluding ourselves into thinking that
in the immediate future there is going to be any reduction of defence expendi-
ture. With the world at its present state, it seems to me, giving full weighs
to all the factors in the case, and with due regard to the desirability, other things
being equal, of effecting economy, to be quite a delusion to imagine that we
are going to have any reduction in defence expenditure in the years which are
immediately before us. In fact, we shall be extremely lucky if we escape—
and for my part I do not think we are going to escape—an increase on defence
expenditure to meet the absolutely irreducible minimum needs of defence.
I am bound to say, though I say it with regret because like every Chancellor
of the Exchequer or Finance Minister in the world, I can only regard an
increase of defence expenditure with misgiving, because nobody knows where
it is going to stop, but I say, with a due sense of responsibility, that we agree
much more with Mr. Parker’s view than with Sir Phiroze Shethna’s. For
the rest, I would like to take up one or two arithmetical comparisons that
were made to show how heavy was the burden on India of defence expendi-
ture. I do not want for a moment to maintain that the burden of India’s
defence expenditure is not a heavy one, but I do not think Honourable Members
should exaggerate in comparing with other countries. As far as I can make:
out—it was a little obsoure—the Honourable Sir Phiroze Sethna was com-
paring India’s defence expenditure with the United Kingdom expenditure.
But I think he was taking England’s defence expenditure hefore the recent
heavy increase. Certainly the defence expenditure of the last few years in.
England has doubled and probably, when we see the complete defence estimates
for the coming year, I think they will be found to have trebled. 24 per cent.
of the national income is the figure which he gave. I think we shall find
that it is now very much nearer 7} per cent. If I am doing an injustice in
misrepresenting him or the argument he was advancing, I shall certainly
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apologise. But that was my understanding of his arguments and figures.
Pandit Kunzru was using the same sort of argument, and he compared quite
rightly the 45 crores of defence expenditure in India with the complete Central
plus Local expenditure and he arrived at a percentage of 27} per cent. Well,
seeing a8 I say that the United Kingdom defence expenditure has certainly
more than doubled and probably trebled, that percentage of 27} is certainly
no more than the percentage in the United Kingdom at the present time.
I can put the same facts in another way and compare the proportion of ex-
penditure on the cost of imperial defence that is borne by the various elements
of the Empire. I will take the years 1934-35 before the large increases started
and the estimates for 1937-38. Taking the total expenditure on imperial
defence as 1 rupee, in 1934-35 Great Britain defrayed 11 annas, India 3 and
the rest of the Empire 2. In 1937-38 the corresponding figures are, Great
Britain 13 annas in the rupee, India 2 and the rest of the Empire 1. So,
given the circumstances of the time, I do not think it can be said that India
is being hardly treated in the matter.

P oo i .

Then perhaps I can deal with the Honourable Mr. Ram Saran Das’s

point about the defence reserve fund. He asked why we are spending money

on re-equipment. Surely that was precisely the reason why the fund was
get up, to undertake & re-equipment programme.

Tre HoxoumaBLE Ral Bamapur Lara RAM S‘AR.&N DAS: 1 said,
spend slowly.

Tre HoxourasLE Sir JAMES GRIGG: If the Honourable Member
will remember, when the contract budget was first set up the defence authori-
ties were guaranteed the money to complete their defence equipment pro-
gramme in 4 years. It is now 9 years since that contract arrangement was
made and it is about 6 years since it was broken. In any case here it is 9
years since the arrangement was started and they have not even got the ori-
ginal cost of the re-equipment programme. 8o, I do not think the Honourable
Member can complain that we are spending the money too guickly. In fact
His Excellency will tell you that the money is being spent much too slowly.

THE HoNOURABLE Ral Bananur Lara RAM SARAN DAS: Was I
wrong in saying that the Government of India has spent 8 crores of rupees ?

Tur HoNouraBiz Biz JAMES GRIGG: Perhaps I can put it this
way. The original programme was estimated to cost 10 crores. Arrange-
ments were made to provide the Army authorities with this 10 crores in a
period of 4 years. It is now 9 years and they have heen provided with some-
thing like 8 crores. In the meanwhile the cost of the re-equipment pro-
gramme has risen to 12 crores, so that the money is being spent much more
slowly than was originally contemplated and I should have thought slowly
enough to satisfy even the Honourable Member.

-Then, 8ir, if I may go on and deal with some other points in Sir Phiroze
Sethna’s speech—at one part he was complaining that the heavy burdcn of
the surcharges had not been removed entirely and that still 16 2,3 pcr cent.,
or one-sixth, of the surcharge remained. In point of fact, two-thirds have
been remitted, so that the heavy burden Sir Phiroze Sethna talks about can-
not be very noticeable if in referring to it he makes a mistake of 100 per cent.
in the amount. T will leave the House to judge how grave is this burden of
which the Honourahle Membter cemplains.
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Well, 8ir, Sir Phiroze Sethna made two complaints againat the increase
of silver duty. He first complained that it was a tax on capital, and, secondly,
that it was not an export duty on gold. Well, as far as the second accusation
is concerned, I must admit that that is trne. But as regards the first point,
that it is a tax on capital, T do not think it is any good giving a dog a bad
name and hanging it simply for having that name. There is nothing parti-
<ularly wrong in principle in a tax on capital provided that it is otierwise
unobjectionable, and for my part I am not in the least penitent about in-.
creasing a tax on hoarded capital, capital which is not applied to any rema-
nerative purpose. And that is the answer I would give to Pandit Kunzru.
Even if this silver is hoarded by the villager and it is a tax on his capital or his
savings, I do not feel perturbed about that, if it will induce the villager to
put his savings into a more remunerative form. So that on the subject of
silver I feel that the criticisms made have left the desirability of the change
uninjured. v

Tae HoNouraBLE Paxpir HIRDAY NATH KUNZRUT: What are
the banking facilities that you provide the villager with ¢

Twue HonouraBLE'SIR JAMES GRIGG : That is a very large question,
but I can mention one thing. He can have post office savings certificates.
Still that is a question which does not arise out of the immediate accusatien
made against me.

Then, Sir, I come to the speech of Mr. Hossain Imam. If I may say so
without any fear of being thought to patronise, it was a very thoughtful speech
and one which raised some real points of substance. WBut perhaps, having
conceded that degree of praise, I may first deal with one complete mare’s
nest that he discovered. I think his argument went something like this.
Two years ago, when the country was impoverished the national exchequer
was overflowing. This year, when the country is obviously more prosperous,
the national exchequer is not so prosperous; and therefore, as things work
contrariwise, in that sense it must be an anti-national Budget. Well, apart
from the far-fetched character of the argument, I think the Honourable Mem-
ber ignores altogether the fact that in this year’s Budget there are over 4
crores extra burden or worsening in connection with Provincial Autonomy
and the separation of Burma. 8o, even if you comparc like with like, there
is still & surplus on this year’s Budget without imposing any new taxation ;
so that the cause of the worsening is not due to some compensating principle
on the part of Providence which takes away from the Central Government
a8 the people hecome more prosperous. The fact is that the Budget has to
bear 4 crores more of extra burden, and though it was hoped we might be able
to do that without extra taxation, it has just proved not possible to do it.
‘Then he raised the point about the use of the revenue reserve fund in 1937-38
rather than in 1936-37 and Pandit Kunzru raised the same
point. I freely admit that the propriety of it is a point
which is arguable. I do not think the Honourable Member can make any
point, as he tried to make, that having got the revenue reserve fund you are
bound to draw upon it directly a deficit arises. There is full latitude for the
Government to draw upon it at any time which seems to them best ; that is
‘indubitable. Tet us put aside the more strict, straight-laced, form of his
argument and say it is not very sound to use this revenue reserve fund in 1937
38 and leave a deficit in 1938-37 uncovered. Well, I can imagine myself, if
our positions had been reversed, taking precisely the same point. But the

5 pP.M.
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implication of that, as tho Honourable Member will see, is that the whole gross
deficit of 342 lakhs in the current year would have had to be met by increased
taxation ; it would have been rather more than double the increased burdens
or the increased taxes which this budget seeks to impose. Personally T am
not prepared in this year—the peak year of the burdens—to be as stern as
that. But what I will present the Honourable Member with is that the exist-

ence of that uncovered deficit in 1936-37 is an additional argument for streng-

thening the sinking fund provision as soon as it reasonably can he done. And
the moral is the same in regard to the other perfectly legitimate point he
raised about the Burma annuity—I think the Pandit raised that point too.

‘The Burma annuity does include an interest element and a sinking fund ele-

ment. Part of the sinking fund or part of the capital element is really covered

by the provision of 3 crores for the reduction or avoidance of debt. But part
of it is a definite new provision for the repayment of the Burma railway debt,

and to that extent there is no doubt that the sinking fund element, which I

should put somewhere about 30 lakhs, ought to have been added to the general

ginking fund ; or, in other words. the Honourable Member can, for what it is
worth, say that Government are reducing their sinking fund provision of this

year by 30 lakhs. I would say again that that is another reason why we should

at the earliest possible opportunity increase the provision for the reduction

or avoidarice of debt to a figure more commensurate with our total liabilities.

1 think Pandit Kunzru said that the same argument applied to the Burma

payment, the sliding scale payment, for pensions in the ecourse of payment ;

but as a matter of fact I am informed—I am not very well acquainted with

‘the matter myself—but I am informed that the argument cuts the other way
there, that in point of fact 20 years period which is provided there is a period

longer than the average period for which the pensions will continue to be paid,

8o that the raid, if I may put it rather mathematically, on the sinking fund is
8 negative one and we will be entitled to take that negative raid in extenua-

tion of the positive raid to which I have just confessed. I hope I have succeed-

ed in making that clear to the Honourable Member. For the rest Mr. Hossain

Jmam complained that the budget speech was only an auditor's report. I

wonder if he had reminded himself of the statutory form of an auditor’s re-

port. If I may remind him of it, under section 145 of the Indian Companies
Act the auditor is required to say whether such balance sheet exhibits a true
and correct view of the state of the company’s affairs according to the best of
their information. I am quite content to leave it at that. Then, finally, the
Honourable Member seemod to me to completely pulverize the rather crude

mercantili t economics that Mr. Pantulu furnished us with in the matter of
the sugar protection, and I am baund to say that I entirely agree with the
point which he took. Altogether, as I said at the beginning, I think the House,

if I may say so, has reason to be grateful to the Honourable Member for the
extremely thoughtful and well reasoned speech, subject of course to the ini-

tial mare’s nest.

Now, Sir, I shall deal rather briefly with one or two general topics which
have been raised during the debate—first of all, the subject of the ratio. I do
not propose to keep you here till midnight discoursing on that and I propose
to be extremely brief. Mr. Pantulu was complaining that the rupee has not
been devalued to 1s. 4d. or even less ; Mr. Parker expressed the hope that
Government would not allow the ratio to rise above 1s. 8d.

TrE HoNOURABLE Ral BaEADUR LAra RAM SARAN DAS: Interests
clash.

Tae HoNouraBLE Sie JAMES GRIGG: I am sorry I do not under-
8 .
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Tan HomouraBLE Rat BAHADUR Lara RAM SARAN DAS: The in-
terests of importers clash with the interests of exporters.

TeE HoNoUrABLE Sir JAMES GRIGG : Of course they do. If every-
body’s interests in the world were the same, there would be no world trouble,
there would be no wars, there would be no taxation, everybody would agree
with everybody else. What an extremely dull world it would be! As far
as Mr. Parker’s argument is concerned, I certainly agree with him that Govern-
ment ought to do everything conceivable to prevent the ratio rising above
1s. 6d. 1 entirely agree about that. I would say at the same time that Go-
vernment have no intention whatever of allowing it to fall below 1s. 4d. Cer-

. tainly, as I bave said before, Government have no intention of taking any
part or lot in the recommencement of currency depreciation and tariff wars.

TBE HoXOURABLE RAl BaHADUR Lara RAM SARAN DAS: What
about an export tax on gold ?

Tee HoNoURABLE SiIR JAMES GRIGG: That can only be intended
to be a preliminary step to devaluation ; it is devaluation by stages. I do not
propose— I have argued it lota of times—to go even one step in that direction
if I can help it. Ome of two speakers raised the subject of revenue duties.
Mr. Parker said that it looked very much as if revenue duties having reached
the state of diminishing returns and hoped that the Government were study-
ing this question and not losing sight of it. I think Pandit Kunzru also went
into this question of revenue duties and he came to the conclusion that there
was no declining vield. Well, prima facie 1 should say that the evidence is
ratber against him now, but the matter is not determined conclusively and
will require a good deal of study, and all I can say on that subject at the mo-
ment is that it is certainly one which the Government can neither afford to
lose sight of nor will they lose sight of. I wish I could feel as confident as Pandit
Kunzru doe: in his assertion that there is no fear of diminishing returns in
revenue dunes. The lot of the Finance Member would seem easy if he could
have, if I may say so again without disrespect, that easy but unofficial con-
fidence.

Perhaps this is a convenient place at which to make one comment on
Pandit Kunzru’s rather complicated argument about the net amount of extra
taxation which had been imposed during the years 1931 onwards. It was
an extremely ingenious srgument and I have often heard it used in other
places, in other countries. But unfortunately it rests on the assumption that
the estimated yield of new taxation and the actual yield are the same thing.
Of course they are not. And there is no doubt whatever that a good deal,
or some shall we say—I do not wish to overstate my case—that some of the
new taxetion which was imposed in the orisis, definitely resulted not in an
increased yield but in a reduced yield. And that is certainly true of the
surcharge on the sugar import duty.

Then Mr. Parker asked one or two questions about the report of the In-
come-tox Inquiry Committee. His specific request was that I should give
him an assurance that Government will be free to consider points which are
raised by the various bodies which are consulted even if they have not been
specifically dealt with in the report. 1 certainly give him that assurance un-
conditionally and the particular point he raised, though it is a new one to me,
I certainly will have examined. '

As regards Mr. Parker’s remarks about the Railway capital position, as
my friend Sir Guthrie Russell knows with some of what he said I have a good
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deal of sympathy and I have been preaching that view for some years. All
I can say is that at any rate something has been done to present the railway
accounts more truly. I do not pretend—and I do not think Sir Guthrie pre-
tends—that we have done all that weé ought to do. But that soinethmg
has been done is true and certainly Mr. Parker’s contentions there are in genere]
accord with what I can possibly call our objects of endeavour.

Well, Sir, I ought to say a little about the subject of the sugar excise,
though I am bound to say that very little has been said in the course of this
debate which damages our proposals in this matter to any extent,—and
that is not very surprising because you cannot make a very great disaster of
a reduction of a protection by 1/15th, and I should expect this august assemb-
ly to have that sense of proportion and to realise from the start that when
93 or 94 per cent. of the protection is left you cannot make an accusation of a
very dreadful character against the Government, and that particularly at a
time when Indian prodused sugar'is being sold at anything from 8 annas to
Ras. 1/8 below Java import parity. Lala Ram Saran Das opposed the increase
of the duty and at the same time he complained that Government had done
nothing—or rather ha insisted that Government should do something—to
{)revent the gullible investor from putting in more money into sugar factories.

think that was the purport of his argument. Well, is not he being a little
unfair ? Is not increasing the duty precisely the only thing Government
can do to discourage the investor from investing in further sugar factories and
80 to make the problem of sugar over-production worse? And I am confident
that either this excise duty will do no harm to anybody but the consumer—
and when I say it will do no harm it will even in his case merely take back
something of the gain he has got—or that the worst it will do will be to apply
a timely remedy to a disease which, if left to run its course any further, will
become a very serious one indeed.

Well, Sir, that brings me to the end of my remarks. I am extremely
grateful to the House. for the way in which they have received the Budget.
In this House one gets—or I get—the rare pleasure of having kind things
said about the Budget,—in the other House very rarely,—and I am grateful
to the Honourable Members who have supported the Budget and supported
it so warmly. However, it has not been all jam. Some of the Members
attacked it and in particular the Member from Bihar exhorted me to remodel
the Budget on popular lines. Well, that really is rather a hopeless task and, if
I may be forgiven for an approach to flippancy in this calm and serene air
I would like to tell the story of a soldier whom I met during the war who had
a saying that there is no bad beer : some beer is better than other. Well,
there is no popular Budget. Some are less disliked than others. And from
the reception here today I think we can truly claim that on the whole this is
one of the less disliked budgets.

THE HoNOURABLE RaAl BanwapUR Lara RAM SARAN DAS: You
have not answered my question whether the stocks already sold and held by
sugar mills will be liable to the increased excise.

Tue HoNxouraBLE Sk JAMES GRIGG: I am sorry. I understand
that the manufacturer has to pay the excise duty on old stocks but in accord-
ance with section 10 of the Tariff Act there are provisions for passing that
on to the purchaser notwithstanding anything in the existing contract.

His ExcriieNoy TRE COMMANDER-IN-CHIEF: Sir, I am not
going to make a speech, but I would like permission to make just one or two
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remarks. Sir James Grigg has dealt with the main points raised during to-
day’s debate which appertain to Defence. There are, however, some ques-
tions that several Members opposite me have raised which have not%oon
answered. Well, it is getting late and incidentally I have not got the informa-
tion by me to give them accurate answers now. All these questions—a note
of which I have made—can, I think, be categorised under the heading ‘‘ India-
nisation ”’. I understand that the general subject of ‘‘ Indianisation ” is
going to be discussed at an early date in the lower House. I will, therefore,
undertake that the questions raised to-day will be dealt with then. That
is all I have to say.

Tae HonourasLE Mk. P. N. SAPRU (United Provinces Southern : Non-
Muhammadan): Mr. President, if yon will permit me to say so, I was rather
disappointed with the speech of the Honourable Memher. I was particularly
dirappointed with bis original speech because in that original speech we find
no review of present-day tendencies or economic conditipns of the country,— .
no discussion of the principles on which the Government’s financial policy is
based. It was, if you will allow me to eay 8o, a rather dull and uninteresting
profit and loss account. He objects to the words ‘* Auditor’s report’'—1I
shall call it a profit and loes account.

Now, Sir, I shall deal with certain criticisms of the speeches on this ride
by the Honourable the Finance Member. Our position in regard to the Budget
bas been cleared by the Honourable the Leader of the Opposition, by the
Honourable Mr. Ramadas Pantulu, by my esteemed friend the respected head
of the Servants of India Society, Pandit Hirday Nath Kunzru, by the Honour-
able Sir Phiroze Sethna, and the Honourable Mr. Hossain Imam. We objected
to two main features in his Budget proposals, namely, the duty on silver and
the excise duty on sugar. So far as the duty on silver is converned, Sir James
Grigg has admitted that it will fall on the poor. Sir James Crigg, we knoyw,
has got a great love for the poor of this land. He was responrible for the rural
uplift grants which have disappeared from this year’s budzet.

TreE HowourABLE THE PRESIDENT : 1 am afraid you have misunder-
stood him. He did not say that it will fall on the poor. He said it will fall
on the consumer.

The HoxourasLr Mr. P. N. BAPRU: He said it will fall on the poor
consumer. Sir, the Honourable Sir Phiroze Sethna has said that a duty on
gilver was in the nature of a tax on capital. I should like to ask this question
and I think we are entitled to an answer to it. A capital levy is a tax on capital.
Is Sir James Grigg prepared to advocate a capital levy ? A capital levy would
fall on the rich. Now, this is a tax on the savings of the poor. They may be
very unwise in holding their savings in the shape of silver, but it is admittedly
a tax on the poor. What about the great love for the poor which Sir James
Crigg and the Covernment of India have ? Sir, when you admit the criticism
that it is a tax on capital, you really give away the case for this increase in
gilver duty. Therefore, 8ir, so far as we on this side are concerned, we remain
unconvinced by the arguments of the Honourable the Finance Member in re-

gard to the proposed duty on silver.

Then, Sir, so far as the exvise duty on sngar i8 concerned, I think the
Honourable Sir Phiroze Sethna showed that this excise duty on sugar wonld
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hamper the sugar interests. It might also hamper the possibility of our ex-
porting sugar to other couniries. It must be remembered that this sugar in-
dustry provides work for a large number of our educated unemployed. There
are about 2,000 graduates employed in these sugar factories. Many small
people have been investing their savings in these sugar factories. It will not
only hit the small investor but #t will also hit the grower of sugar cane. In
my own constituency, there are districts where sugar is grown-—Gorakh-
pur and Basti—and then we have the sugar mills in Cawnpore. It will hit al}
these people. If there is over-production in sugar, then why don’t you have
some scheme of compulsory rationaliration ¢ Why have you not tried any
compulsory scheme of rationalisation ? You want to hit the sugar industry
by excise hefore you have attempted any scheme of rationalisation. Sir,
the sugar industry needs help in many directions. I was going through an
excellent pamphlet this morning by Mr. Gandhi, who is a Professor, I think,
in the Benares Hindu University. He says that there are a number of things
which Government can do tb help'this industry, and these things are not being
done by Government. For example, he says:

*“ This being so, it becomes the duty of the industrialist and the Government to
initiate well-conceived schemes of research to demonstrate to the cultivators the possi-
bility and desirebility of improving the quality and of increasing the tonnage of cane
with a view to obtain at once a greater return per acre of land and to enable the industry
to establish on sound lines.”

Are you doing any of these things ¥ Before we agree to an increase in the ex-
cise duty on sugar we are entitled to have an answer to these questions.

I will then just refer to certain aspects of the military expenditure. Burma
has now been separated from India. India used to be responsible before the
separation of Burma for the defence of Burma. Why is it that with the se-
peration of Burme the military expenditure remaine just as it was before 7
(4n Honnurable Member: * It has increased.”’)

Tre HoxouraBLE MR. J. C. NIXON (Finance Secretary): May I rice
to a point of personal explanation, Sir ¢ Taking into account the 104 lakhs
—TI think it is—saved on account of the separation of Burma, the military
expenditure has not increased.

TrE HoxovrasLE MR. P. N. SAPRU: Well, Sir, the military expendi-
ture of this year is in the neighbourhood of 45 crores. If I understand the
%gures correctly, I think there is an increase of about 26 lakhs. How does the
] onourtab;e the Finance Secretary say that the military expenditure has not
increase

Tug HonorrARLE Rar Bamanvr Lara RAM BARAN DAS: Tt has.
It is 4387 crores against 4361 crores of the last year.

Tar HorvouranrLk Mk. P. N. SAPRU : The question that I want to ask
ig this. Why should the Indian Army continue to defend Burma until it
becomes possible for Burma to defend herself ? I say that this contribution
of 104 lakhs is not enough. Burma ought to make a larger contribution if
she wants the Indian Army to be maintained at a level which would enable
her to he defended. Burma ought to make a larger contribution than she is
making to the Indian Exchequer so far as the military expenditure is concern-
ed. The concrete suggestion that I would put forward is that the cost of
at least 5,000 British troops should be transferred to the Burman Exchequer.
The expense would be justifiable because Burma has a surplus budget this year
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of 2 crores. Burma no doubt will bear the cost of the army stationed in Burma
and the expenses of the North Eastern Frontier Watch and Ward. But,;
Sir, it must be remembered that it was with our money that Burma was con-
quered and therefore I think, now that Burma has heen separated and Burma
wants to be separated, we should get some contribution from Burma towards
our defence expenditure. So far we have been fed on the view that Burmans
do not make good soldiers and therefore they cannot be recruited for the army-.
What is going to happen hereafter ? Are Burmans going to be recruited for
the army or will our men continue to remain respounsible for Burman defence ?
How long will Indian troops serve in Burma ? We know that one of the con-
ditions under which a British soldier is recruited for the Indian army is that
we must pay for his recruitment and training expenses in England. We call
them capitation charges. The question I ask is this. Will Burma make a
contribution towards these capitation charges, antl if so, what is going to be
the extent of her contribution towards these caflitation charges ¢ If she is
not going to make any contribution towards these capitation charges, then
why not ? If the Indian army is just enough for the purpose only of Indian
defence, then why shohld these troops be spared for service in Burma ? ¥
the Indian army i8 mednt for the defence of India and Burma is now separated
from India, is it not just and right that Burma should also pay something to-
wards the capitation charges ? Sir, the Indian tax.payer, even though he has
no direct control over army affairs, is entitlod to an answer on these yital ques-
tions from the Finance Secretarv and the Honourable Finance Member, who in
their spceches have thrown no light on these questions. So far as defence
expenditure is concerned, the Honourable Sir James Grigg pointed out that
with the increase in armaments British defence expenditure will now be in the
neighbourhood of 7§ per cent. of the national revenues of Great Britain. Great
Britain is an exceedingly rich country, but Sir James Grigg will recognize
that there is a difference hetween 7¢ per cent and 27§ per cent. I am quite
prepared to have the defence expenditure of this country fixed at 7§ per cent.
We shall accopt the figure of 7} per cent. as a just figure for defence expenditure.
Is the Honourable Finance Member prepared to accept that figure as a just
figure ¢ Then, what is the use of saying that there is going to be an increase
in the defence expenditure in Great Britain ? Defence expenditure there is 7§
per cent. of the Rritisher’s annual income of 100 pounds ; our annual income
is only about 80 rupees, or 6 pounds, and 27} per cent. of this annual income—1
am sorry, Sir Phiroze Sethna has corrected my figures. I have always been
bad at figures. But it strikes mo that there is no comparison between the
capacity of Great Britain to bear the burden of defence expenditure and the
capacity of India for defence expenditure. Defence expenditure we think
can be reduced if the British Government will only follow a policy of trust,
if it will Indianize the officer ranks of the army, if it will throw open the army
to all classes of the people and build up & second line of reserve, if it will
reduce the British troops in this country. I think it is possible for Britain
to reduce defence experditure in India. We are vitally interested in
the development of social services. You have given us this vast electorate,
and this vast electorate will expect things to be done. Demorracy can only
function successfully in communities which are in a position to give to their
citizens the social services they need. Will our provinces be able to give their
citizens those social services ? Pleare look at the question of Indian defence
expenditure from this point of view. Help the provinces which are about to
start on provincial autonomy at this stage of their development. Do not
look at this question only from the point of view of British imperialism. Look
at it also from the point of view of the Indian tax-payer. :
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Then, Sir, there is another consideration that we should like you to
remember and that is this. We are not responsible for the mess that you find
yourself in Europe. You have to thank the Treaty of Versailles, and

-Clemenceau and Lloyd George, and all your big statesmen for the mest in which
Europe finds herself today. All this Naziism and Communism and all this
armament race in Europe is directly traceable to the unjust Treaty of Versailles.
If you control our foreign policy, why should you blame us if we do not approach
this question of defence expenditure from your angle ! If we were responsible
for our foreign policy, possibly we might have been able to evolve a foreign:
policy which may have enabled us to do with lesser troops. You have been res-
ponsible for our foreign policy and it is foreign policy which determines military
policy. Therefore, so far as the Indian politician i8 concerned, he can only
look at this question from tl:e point of view of the Indian tax-payer and from
‘the point of view of the Indian peasant. He cannot look at this question from
the point of view of British imperial intorests. Therefore, 8ir, we must press
for a reduction of military expenditure. If you want to keep British troops
in India, then pay for those troops. But so far as we are concerned, we conti-
nue to be of the opinion that our defence expenditure is too high and ought
to be reduced, international situation or no international situation.

Sir, these are all the remarks that I havegot to offer at this late hour on
‘the Budget.

Tre HoNoUrABLE Sarpar BUTA SINGH (Punjab: Sikh): I have
listened to the Financial Statement with anxious care. I wish I could join
the applause which it has received from some quarters. Its lucid flow in its
limpid clarity has laid bare the financial policy of Government of India. It
seems to have no concern with the development of resources, from which re-
wvenue can be drawn. It has however shown, that without any pretence, it
is ready to draw on these meagre resources, even at the risk of draining them

The Honourable the Finance Member dwelt with some satisfaction on the
improvement of prices of agricultural produce. May I enquire what steps
has the Government taken in helping this improvement and what steps
they are going to take to help further improvement ? The Honourable the
Finance Member regarded as a disquieting factor ‘‘ the restriction of Rural
Credit caused by indebtedness Bill ”. Can the Honourable the Finance Member
mention the steps which Government of India are going to take to revive
Rural Credit ?

Now, what has the new budget brought us ? There is not the slightest in-
-dication that drain of gold is to cease and the savings of the poor are to acquire
any stable value. No, on the other hand silver is to be taxed. Why ?
Because people are beginning to hoard it. Therefore the hoarding of the people
must be underwritten by raising the duty from 2 annas to 3 annas an ounce
-on silver ¥ Why could not an export duty on gold provide enough revenue to
balax}ce the Budget, so that India could have retained some of this precious
‘metal.

Take again sugar. It is the one industry which the Government of India
+can easily claim to have helped in developing ;-but its rapid development seems
to have, for some unaccountable reason, caused great deal of disquiet. Ite
-benefits are ignored, the gains of revenue which this industry has contributed
.are not - revealed. :
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. In any other country Government would have considered the develop-
ment . of this indwstry as one of its greatest achievements and taken up and
‘developed other industries in"a similar manner. ' -

+ In answer to my question, I have been informed that it provided employ-
ment to 71,003 workers. The number of people in the growing of 1 million
acre of sugar cane and bullock carts employed to carry the cane can be .easily
imagined, as I have failed to obtain exact figures. It bas put in the pockets
‘of the growers Rs. 33,08,16,000. It has given an additionsl customs revenue
by conferring purchasing power on hundreds of thousands of cane growers.
The Railways have earried a fair part of 51,30,00,352 tons of cane which the
mills have crashed and therefore saved the Railways from further loss. The
industry- has directly contributed— -

"Rs. 1,88,51,000 . . . . Excise duty.

Re. 1,58,30,000 . . . . Freight on.
sugar.

Rs. 30,00,000 . . Income-tax.

Rs. 3,46,81,000 . . . Total.

This is one of those industries in which our agricultural population is
directly concerned, and yet our, Finance Member could find no other source
to halance his budget. He talks Tight-ly of closing down of inefficient factories
and reduction of area under cane. Factories are paying annas 0-4-3 a maund
for cane and a few even less than that. Will he ask the sugar technologist
what it costs to grow sugar cane ¥ The figures of costs are available in Govern-
ment sugar farms. : -

The Finance Member has shown that heis only interested in the collection
of revenue, and is not interested in comzidering and improving sources
from which revenue is drawn. '

I wish to say just a word on our defence. Taking into consideration the
rapid increase in armament, India does not seem to be taking any special
measures. A large defence programme may have stimulated hoth the deve-
lopments of heavy industry and trade. There cap be no question that India
needs a very large defence force.

I do not wish to dwell on these matters further. The country has great
hopes in our Viceroy, who has direct kowledge and who we hope ‘will now be
able to frame a programme and policy, aiming at prosperity, that our budget
can balance. , ‘ o o

Tur HoNoUrABLE MR. V. V. KALIKAR (Central Provinces : General) : Sir,
1 divide the Honourable the Finance Member’s speech into two parts. The first
part which we got in the printed form was disappointing, but the second part
which we heard today is most disappointing. I submit, Sir, that in the second
part of his speech he has propounded his pet theories of rupee exchange and
free trade, but I was waiting to hear some remarks from him about the curtail-
ment in expenditure as he wants our support for proposals of fresh taxation.
We thought he would try his utmost to curtail expenditure in the various
Departments of the Governmeat of India. Sir, Honourable Members on this
s/de have made suggestions, constructive suggestions, but those suggestions.
have not been taken into consideration by the Government. I think the
Honourable the Finance Member cannot charge us for making suggestions in
a light hearted manner I am very glad to listen from him this evening that
he appreciates to a very great extent the attitude of this House. If he really
appreciates the attitude of this House towards his proposals, I want to ask

a straight question as to how far he has appreciated our suggestions and
how far he has been able to bring them into practice. If he wants our support:.
for fresh taxation, we as representatives of the people are entitled to ask him.
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a8 to what he has done to balance his budget in the matter of curtailment of
expenditure of the various departments of the Government of India. Sir,
this side of the House has made various suggestions about curtailment of
expenditure in the Defence Department of the Government of India. We
on this side of the House made proposals to the Government that at least a
half portion of the British troops nE:))uld be replaced by Indian troops. No,
they would not to do so, because they do not trust Indians. We ask’ thgm to
Indianise the officer ranks and some of us,—at least many of us on this side,—
are of the view that if the officer ranks are Indianised there will be some curtail-
ment in the expenditure as many of us believe that the youths of India are de-
sirous of serving India at a lower cost than India spends for importing European
officers from Great Britain. We aretold that this is a very big question and
today we were told that that question will be diseussed in the other House after.
a few days. My Honourable friend Lala Ram Saran Das put several questions
in this connection and the answers waich he received today clearly show that
instead of accelerating the pace of Indianisation in the defence services, Indiani-
sation is being deliberately retarded. 1 could have understood the position
of the Finance Meimber if he had stated frankly that he cannot do anything
in the matter, that he has no power to curtail the expenditure of the Defence
Department as he hias to follow the dictates of the Whitehall. I could have
understood that. Bat, Sir, we charge him with not taking into consideration
the suggestions made by this part of the House and with not having tried his.
level best to reduce the expenditure before coming to us with fresh taxation
proposals. Sir, we were told in the first part of his speech that revenue has
been reduced to an amount of 376 Jakhs on account of changes in the constitu-
tion. That means that the constitutional changes are responsible for reducing
the Central Revenues to the extent of 376 lakhs. Now, Sir, my straight ques-
tion to the Honourable the Finance Member is, who told him"to impose this.
constitution on this country ! The Housec knows that this constitution was
imposed on this country in the teeth of almost universal opposition. Practi--
cally all parties in India opposed this constitution and in spite of that this con-
stitution is being forced on India. Now, Sir, in order to force this constitution,
the tax-payer has to pay ; not only has he to suffer the burden of the present
taxation, but in one form or another he will have to pay more taxation and
he will have to thank the Government of India and the British authorities
for imposing this taxation on him and for screwing out more money from him.
Sir, I am not one of those who say that there should be no taxation ; there will
be very few people who will say that there should be no taxation. I submit
that you can tax people, but tax to the limit of bearing. You have already
taxed people to a limit that it is not possible to bear any further burden of
taxation. One may honestly disagree on the question of currency and ex-
change ; you might have your own theory about the export of gold, you might
have your own theories about the rupee exchange, but to a layman like me
it appears that on account of these taxation measures, on account of your
turning a deaf ear to the constructive suggestions made by people who accord-
ing to you do not hold extreme views, you have let loose extreme forces of

Today we have heard the voice about abolishing the permanent system
of Bengal. Tomorrow, 8ir, you will hear the voice of Communists here
in this House and I am afraid I will have to hold the Government of India
responsible for creating discontent in this country, and encouraging the Com-
munists to come into power. I therefore submit, Sir, that it is the duty of the
Government to look to the interests of the masses, the peasants, and to see
that the purchasing power of the masses is increased. You have not done any-
thing in the matter as is clearly evidenced from the fact that there is a detrease
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in the customs duties. If, Sir, that is the position, I am afraid Government
will be the cause of creating more discontent in the country by means of mea.-
sures like these. Sir, I do not wish to dilate on these taxation measures at
this stage but I submit that these measures will not in any way do good to
the consumers. My friend the Honourable the Finance Member may dis-
with me but I submit that the price which a consumer will have to pay
under the increased excise duty will not be less but will be more, and therefore
I am not in a position to understand the contention of the Finance Member
that this increase in the excise duty will do some good to the consumer.

Sir, I have nothing to say further except that the Government of India
or Whitehall, or whoever it may be, is not running the administration of India
in the interests of India as such and I therefore submit, Sir, that it is high time
that they realised their position.

Tre HoNourasLk Mr. J. C. NIXON (Finance Secretary): Sir, it is get-
ting late and I do not think the occasion calls for any oratory from me, even
if I were capable of it. But I do think it is only fair to the House that I should
offer a few words of explanation in regard to certain points which have arisen
in the speeches which have been made sinoe Sir James Grigg left the House.

And first, I want to correct a misapprehension in the mind of my Honoura-
ble friend Mr. Sapru, and also in the mind of this House if it happen genemally to
exist there, in regard to the figures for Defence expenditure. The figures for 1936-
37 are 44 crores 85 lakhs, excluding Quetta. The figures for 1937-38, the year
ahead, are 43 crores 87 lakhs, and not a figure bigger than that of the previous
year. If I add on to these the figures for Quetta, we get a total of 45 crores
48 lakhs for 1936-37, and of 44 crores 62 lakhs for 1937-38,—that is to say,
.again a smaller figure. There is one other point I would like to make clear
for the benefit of the Honourable Mr. Sapru and that is that Burma will of comrse
be paying her share of the capitation charges on account of the European
troops which she employs.

In regard to some of the remarks which he made on the subject of sikver,
1 would like to explain to him and to the House the sense in which one may look
upon the extra import duty on silver as a tax on capital. He, I thix}k, des-
cribed it as a tax on capital and also as a tax on the poor. I should be inclined
to describe it as a tax on the future capital of the poor and not on their present
capital. And I would also like to point out that increa.sipg the internal price
of silver is in a way giving a subsidy in regard to the capital already aecumu-
lated in this country in the form of silver.

There is only one other matter I wish to refer to, and that is in regard to
some of the remarks of my Honourable friend Mr. Kalikar who asked Govern-
ment what they had done on the expenditure side of the Budget to meet a
difficult budget situation. It will not be news to the House becaunse I made

the statement myself a few days ago that the expenditure side of the Budget
for 1937-38 as compared with the corresponding figure for the previous year is
34 lakhs less. I would also point out, as I pointed out in that speech, that
under certain heads of the military budget the expenditure provided for 1037-38
is 40 lakhs less than the expenditure for the previous year. I do not want to
say anything more, Sir, but I would like to add my tribute to the gratitude
expressed by the Honourable Sir James Grigg for what after all I must consi-
der has been a not unfavourable reception of the Budget proposals in this

House.
The Council then adjourned till Eleven of the Clock on Friday, the 5th
March, 1937.






