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LEGISLATIVE ASSEMBLY.
Tuesday, 28tk ;F'ebruary, 1933.

The a\nemb)y met in the Assernbly Chamber of the Council Houss at
Eleven of the Clock, Mr. Chairman (Sir Hari Singh Gour) in the Ohw
!

. K. Ahmod (Rajshahi Divigsion: Muhammadan Rural): Sir, before
the proceedings of the day comrmence, I wish to bring to your notice that
& newspaper called the ! g-lmduotan Times has in todsy’s issue published
" something whioh T never said. The paper states in column 2 at page 1
-that *‘Mr. K. Ahmed, Mr. C. C. Biswas and Mr. Ram Krighna Jha opposed
Sardar Bant Sitigh’s motion, the objeetive being to make way for the
Abolition of the Untouchability Bill”’. You remember, Sir, thaﬁ'l never
eaid anvthing about the Untouchablhty Bill when we were having disous-
sion on Sardar Sant Singh’s motion. My point was that Mr. Ssnt Bingh's
motion could not be adjourned on the ground that my friend from Karachi

had ;m{:1 a letter from Mr. Sant Singh saying that he wanted to withdraw
the Bil

Mr. Chairman (Sir Hari Singh Gour): If the Honourable Member has
any grievance sgamst the Press, he has the usua.l remedy It 19 not 8
matter for debate in this House. .

Mr, K. Ahmed: Sir, the Chair is the oustodmn of the rights and privi-
leges of the Members of the House and if anything debated in the House is
not reported ocorrectly, it is for the Chair to protect the- rlghh of Members.
According to the practice, T ask you to warn the reporter in the gallery
80 that in future this mistake may not take place. Otherwise, it would
not look nice and fair from the point of view of the Members, if the pro-
"ceedings of the House are notb oorreotly reported.

}

STATEMENTS LAID ON THE TABLE.

Mr. R AT u.tcalh (Foreign Secretary): Bir, I lay on the tabla‘the
information promised in reply to starred questions Nos. 800 and 801 asked
by Mr. Maswood Ahmad on the 8th February, 1883.

TNSPECTION OF ANGLO-VERNACULAR MIPDLE AND PRIMARY ScHoens By THE
SUPERINTENDENT OF EDUCATION, DELHI, AJMER-MERWARA AND q;nm:,
INDIA.

*300. (a) Yes.
(d) Yes.

) N m medlmn of imetpuction in the primary ot-hook in the Central India
Agen(:v in ‘}Trdu. Hirdi, Gujrati and Marathi. In the European’ and the Anglo- -Vernacular
-Schools, English -is the modium 'pf instraction.

are mspected hry the Buperintendent of Education: himself and not

pitiy "endent of Education is fully conv arnmt wnh Hindi. As regards
by guestion does mot arise vide () abo

( 1301 ) A
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1
INSPECTION OF RECOGNISED SCHOOLS IN THE ADMINISTERED AREAS IN
CextrAL INDIA.

*301. (a) At the time of the appointment of the present Superintendent of Education
there were 41 recognised schools i.c., six- High Schools, five middle schools, ore specia]
school and twerty-nine primary- schools. On the 1st January, 1933, however, owing
to the retrocession of certain areas to Indiar States the number of such institutions
stood at 31, i.e., five High Schools, one Special School and 24 Primary, Schools.

. (b) The expenditure on the inspectorate in Centra] India during the year preceding
the appointment of the Superintendent of Education was Rs. 4,078 and the total expen-
diture during the year 1932 was Rs. 3,937-10-0. -

(¢) Considerable improvements in the work of direction, inspection and control of
schools have been effected. Discipline, instruction -and ‘results in schools have markedly
improved. Expenditure has not increased.  Government, therefore, see no reason %0
dispense with the present arrangement. There are no Government educational institu-

tions ‘as such, but the administrative .control of the Cantonment Board Schools at
present vests in the Superintendent of Education,

DEMANDS FOR SUPPLEMENTARY GRANTS IN RESPECT OF
RAILWAYS. B

RarLway BoaRrp,

Mr. P. R. Rau (Financial Commissioner, Railways): Sir, I move:
§

“That a'"supplementary sum not eXteeding Rs. 40,000 be grarted to the Governor
General in Coupcil to defray the charges which will come in course of payment during
the year ending ‘the -3lst day of March, 1933, in respect of the ‘Railway Board’.”

’ .

I ‘have very little to add to the information contained in the book of
Supplémentary Demands for Grants that have been. placed before the
Honourable Members of this House. There have been various directions
in which our expectations have not been realised. In some cases we have
had to spend more than we anticipated, in-some less, but the main varia-
tions have been explained in the Book. I may explain that taking the
votéd and the non-voted items of the grants together, the excess i8
Rs. 25,000, of which Rs. 20,000, is only a payment from one. pocket of
Government to another. The odd Rs. 5,000, is due to our not being in a
position exactly to estimate the number of officers going on leave during
the year or the time for which they will be on leave. Sir, I move.

Mr. Chairman (Sir Hari Singh Gour): Motion moved:

“That a supplementary sum not exceeding Rs. 40,000 be granted to the Governor’
General in Council to defray the charges which will come in course of payment during
the wear ending the 31lst day of March, 1933, in respect of the ‘Railway Board’.”

' ) o 'Y‘ "" . . - ..
Mr, S. C. Mitra (Chittagong and Rajshahi Divisions: Non-Muhams..
madan Rural): Sir, the Honourable Member has. referred us to the

Demands for: Supplementary Grants. On the opening page T find this:

“Railway Board, Rupees 'Forty'Thousnnd. Original Grant Rs. '.7,75,000;”

“~
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Then it goes on:

“The main variations giving rise to -excess ave :

(1) It has been decided by .the Government of India that the difference between
the .full- assessed. .rents df residentia] buildings and the actual recoveries
made under the rules from railway servants occupying them should be paid
from’ railway revenues.’ This amouais to Rs. 20,000.

+(2) Excess leave salary on account of more officers going on leave than expected
"~ Rs. 5,000

€]

(3) Officers whose salaries are voted takmg the place of oﬂicers whose salaries are
non-voted 15,000.”

Then it goes on:

v
}

““Taking the ‘voted” and ‘non-voted’ portions together, the total expendlture is
expected to be Rs. 25,000 in excess of budget anticipations.”

Further on it is said: .-
“The Standing Finance Committee for Railways has agreed to this supplementary

demand being placed before the Assembly, vide Proceedings of the Standmg ‘Finance
Committee for Railways, Volume 1X, No. 5.”

Rural) On a point of order. Ts it necessary for the Honourable gentleman
to go on reading demands for grants page after page?

.Mr.; S. C. Mitra: Your ruling was that I can make my explanatxon by
readmg from ‘any relevant books.

~ Mr. Chairman .(Sir Hari Singh Gour): As mtroductory to or ‘éxplana-
tory of his speech. -

1}
"~ Mr. S. C. Mitra: Beforr I comment on each of these items, I should
like to refer to the proceedings of the Standing Finance Committee for
Railways which has been referred to. It is Volume IX, No. 5, dated the
...5th February, 1933. On page 1 of this Volume I find:
“The Committee met in Room No. 36 in the Council of State Sector of the Council

House at 11 a.M. - The following members were present :

Mr. P. R. Rau, Financial Commissioner of Railways, Chairman,

Mr., Muhammad Yamin Khan, C.I.E.,

Maulvi Syed Murtuza Sahib Bahadur,

Khan Bahadur H, M. Wilayatullah,

Mr. G. Morgan, C.1.E,,

Khan Bahadur Haji Wajihuddin,

Rao Bahadur S. R. Pandit.” ‘ !

Mr. Gaya Prasad Singh (Mugaffarpur cum Champaran: Non-Muham-
madan): Is it necessary to read the names?

Mr. Chairman (Sir Hari Singh Gour): Honourable Members have been
supplied with copies. !

_ Mr, S. C. Mitra: T aopeal to the good sense of the House. T am only
following the ruling given by the Chairman. T am only reading the names
to show who were present. Then, commenting on this, T like to place
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[Mr. 8. C. Mitra.]

“before the House that, of a Committee consisting of 11 members, ‘there
‘were .only seven members present. Of these seven, one is the Financisl
Commissioner who being an official will support what he has submitted.
I shall, for the benefit of the House, read a further portion:

[ Pm, 1058,

“The Committee considered the Demands for Grants for Railway expenditure * for
1933-34. They agreed to the following Demands being placed before the Assembly.
Demand No. 1, Railway Board, Rs. 8,31,000;
Demand No. 2, Inspection, Rs. 82,000 ;
Demand No. 3, Audit, Ra. 12,30,000 ;
Demand No. 4, Working Expenses : Administration, Re. 10,30,00,000;. . -

Demand No. ‘5, Working Expenses : Repairs and Maintenance, and Operation,
. Ra. 38,12,50,000 ; '
- . _Demand No. 6, Companies’ and Indian States’ Share of Surplus Profits and ne$
' earnings, Re. 54 lakhs. "’ ) C

‘. Bir, I see I made a mistake; I was reading extraots eoneemmg tha.mein
Budget. It is on the next page. ) s

. ‘ : ) ,
Mr. X. Ahmed . (Rajshahi Division: Muhsmmédan ‘Ruralj: What s
.comedy of errors! ' K

\ .

Mr. 8. O. Mitra: The relevant portion is in the second page. They
also agreed to supplementaty grants being asked for frém 'the Legislative
Asgembly for expenditure during 1932-88 under the following heads:

“ Commercial Ratlways, Demand No. 1, Railway Board, Rs. 40,000 ; -
Demand No. 2, Inspection, Rs. 1,000;
Demand No. 3, Audit, Rs. 24,000 ;
Demand No. 4, Administration, Rs. 12,50,000
Demang" No. 9, Appropriation to Depreciation Fuands

Demand No. 14, Strategic Railways, Working Expenses and
Miscellanoeus, Rs. 2,689,000 ;

There is not & word in this book to show what consideration these
Honourable gentlemen gave to the demands before accepting the supple-
mentary grants and, in this connection, I shall later on read from the
speeches of Dr. Zisuddin Ahmad and Sir Alan Parsons to show that these
grants were really taken os if they were all acoepted and the farce really
is made of placing those figures here, because the expenditure has already
been incurred. In this connection I should like to read from the speech
of my Honourable friend, Dr. Ziauddin ‘Ahmad.

' M X Ahrtted: Are you not a better authority?

Mr. 8, 0. Mitra: On a similar ocoasion last year in connectirzn with

the Raitway Budget for 1081-32 (page 81) Dr. Ziauddin Abnrad said :
7o A A .

* Gir, T understand that this expenditure for which the Demand is made was inctirred
somo years ago.. It was not incurred during the year 1930-31. Bome mlstfku were made
so that this expenditure which was incurred about five years ago ought. to bava been paid
from the Deprgoiation Fund, but it was found canvenient at any time for it to be paid from
the general revenues. Now, on account of financial stringency and ﬁ't'mncisl losdes, they
want to seek an excuse to get this money from the Depreciation a
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o ‘Rir; ‘the Houkb will Jater on find -that this year:also they arg gw\mg 3
'held-8f ‘some exause to-take monsy from. the Depresiation Fusnd. ' Bhen hv
gosb .ot - o Tt s kg
“I would liko to suggest thet instead of paying g: entire ‘amouti this yéar "~ we

shouid pay Ra 25,000 this yesr and the temmdu .. m next year.” .
: Gomé Honourable 'mmm waid, “it is lakhs and 'nét'thdﬁa&;i 8. .

*‘I beg your pardon, I stand corrected, it should be Ras. 35 lakhs. My intention is
il:;: the amourt should be paid in two instalments, one-balf this year and the other
next year.”

Mr. X, Ahmed: What is the uso of my Honourable friend’s wasting
-the titme of the House by making these misleading quotations? . .. -
, M, Chalrman (Sir Hari Singh Gour): Order, order. Hbw are theee

quotations relevant to the main purpose of the Homoursble Member’s
argament ?
“Mr. 8. 0. Mitra: It is relevant in this way that the question was raised
in connection with the Railway Supplementary Grants at that tirne and’
Dr. Ziauddin Ahmaqd argued that since this expenditure had been already
ingurred, it was no use then to submit thess mattars before the House and
thus create a farce, and that the legitimate course of action would be for
the Railway Board, before they inour such expenditure, to come before the-
. Homse,—because there is a huge staff of financial officers and their assistants
* and it i» their business to put those things before the Hbuse in proper time
rather than leave us to perform o 198t mortem examination afterwamls,
That is my submission. 8ir Alan Parsons, Sir, then suid:‘,v A

[ )

“May T explain that no cxpenditure is involved here at all. We are merely
correcting certain wrong adjustments in the .accounts from the year 1024 onwards.’™
(He was speaking about that particuldr item) . . , . . . “Following the advice which
they gave us, we have made thuse adjustments in the current year’s account; it is
not: in any wny to.show. better results in thiy year's working that these adjustments
have been made. I regret I am unahle to accept the Honourable Member’s proposal
and I cannot agree that the rectification of tﬁo error should be postponotf for a
further debate.’

. Now, Sir, 1 should like to comment on the one page remarks of the
Railway ‘Board about the expenditure of this Rs. 40,000. They say:

"It has teen decided by’ the Government of Indin that the difference between the

“full assessed remis of residential bqildings and the actual recoverieg .made under the
« Tulee from railway -servents occupying them should he paid from genernl 'revenues.”
Sir, either the Railway Department should be considered «s & Dupart.
ment of the Government of India, in which case this loss should be borne
from the public exchequer, or it should be otherwise. This difference, so
far a8 I can gather after going through this explanation, is merely this that,
like other public servants, the highest that may be assessed by way of
rent from these railway sorvants is a certain percentage of their pay, while
the rent of these buildings is assessed on the basis of the capital expendi.
ture, its interest, ns well as the cost of the buildings, furniture, and =o on.

: 8a; if all these things ndded together make up a sum which is greater than
©' a-oertain ‘parcentage of the pay of the officer, then he is given' the ‘option
" "to’pav whichever is less. That is a condition for the publig servants under
«.the.CGovernment of India. The railway servants, on the other hand, are
Bl y gpeaking pot Government servants as I srgued on -another.occasion ;
and they are not entitied to the usual pengions like other Government
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setvants. They get certain special benefits in the shape of théir providbas
funds; and so on. . I further pointed out that they take advantage of rail-’
way passes,—and not only for their near relati ‘

| : ons, but for any number’
of them, sometimes for two or three servants, and even distant relations
can calry a large amount of goods free of tharge, eo ‘thiat: thers' might be:

some dipcxjilminating conditions other than those which Government servants
are cntitléd to. Bo my’ contention is this,—why this difference befween
the'»equxtablc rent for their buildings? A certain perdentage of their pa
as'in the case of other Government servants, should be  allowed totl{é
reilway officers as well. I think the Honourable the Commerce Member
mll:?explpm why for ordinary advantages the railway servafits sie t6 be
treated like other public servants, but when the pubiie sérvants ciaim: for
freq railwpy, passes and other things, they are told that -is. isonly*the
rgilway servants. who .are entitled to these special privileges, . My . further
argument is this. When did the Govermment decide in the case of the:
rent of these buildings that the difference between full assessed -rentsof
residentia] buildings and the actual recoveries made under the rules from
the railway servants should be paid from the railway revenue? o
If the Railway Department wants to come to any final decisions on big'
issues like these, they should give effect to them in the beginning of the
year or, in any case, they should provide for it in their budget. Instead
of doing that, they go om altering their former position, thus incurring a
large expenditure without this House having any chance to have its say
an the grant. Really speaking, the whole debate in the House becomes,
a farce, if it is not already a farce. I object to the Government coming
to this House with big supplementary grants which not only come to
thousands, but. lakhs of rupees, when the expenses have already been
incurred. . I shall be glad to be told how they can get rid of this expendi-
tura even if these sums are now refused by this House, because, so far
a8 I understand, this expenditure has already been incurred. If my pre-
sumption is correct, then I think it is all s farcical affair to bring these
matters before the House for voting. So much about the first item.

Now, about the second item-—excesgive leave salary on account of more
officers going on leave than expected. I agree that it is not possible
always to foresee that there will not be slight excesses, but, in any case,
before the financial year is over, it vught to be possible by ‘reappropriation
to balance the small amount like Rs. 5,000 in the Department rather than
come again to this House for these small grants being in excess of the
money sanotioned by the House.

The third item is—officers whose salaries are voted taking place of
officers whose salarvies nre non-voted. This shows that there is a eonstant
change in the clussification of officers whose salaries should be voted or
non-voted. There might have been some difficulty in the past to classify
various pos's, but, as time passes, why should there be any difficulty oe
regards votad and non-voted grants unless the high officials find it cor-
venient to change some appointments from voted to non-yoted cnteggrnes
Hore, again, my. complant is the same as with regard to the last item;
namely, that, pefore the financinl vear was over, these small matters
should have been set right by reappropriation. '

Mr. N, M. Joshi (Nominated Non-Official): Is it your speech or .sre
you reading from some book?
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" Mr. 8. 0. Miira: I shall be quoting presently: now I am:only opm
.. e L Lo Y] inseer). - A :ay Opp=
menting. Sir, my -_Honom-abh !nend Mr, 'qua,,lil’zmea,d Singh, refars me ,
to.& vuy~-uble;;§pee§h :that'you,f 8ir, delivered on the 11th of July, 1980,.
sbout the constitutional point raised sbout these supplementary grants.
On that oceasion you eaid (page 119 of the Assembly Debates): o
_ “Bir, when I riro to speak on this motion, I wish to recall ords of - His -
Exesllancy v'thy Viceroy, uth;red only the other fd.y, w}jm,o hr;.:id "thif.fﬁ, :,.afig:‘:
moned & Session of the Indian Legislature, because it seemed to he cleafly right that
Members of both Houses should. have the upportunily ¢f discuseing matters of public
interest un which aiso His Excellency. wished to have the privilege of addresaing them,

before the Leglilature was dissolved.””. , . . . . .

c M B ﬂhﬁn‘m’mjn:’ 8ir, I rise to.a Pbill_tg of  order. How is:the.
Honourable gentleman relevant in quoting your speech on the constitu-
tional reforms with regard to the supplementary grant?. - - vy

5 laq,?qhnmu (Sir. Hori Singh Gour): Will- the Honcurable Member
explain; o [

' Mr, 8. 0. Mitra: I like to explain the issus. about the supplementary.
grants generslly. When these expenses are incurred by the vanous Depart-
n)‘egts._oti_. the  Government, and. they bring these supplementary grants -
pefore the House for consideration, the: discussion hecomes merely
academic. You, Sir, have very wisely raised this constitutional point in
_your speech and it.is performed much more ably than I can expect myself
to_ do. 8o I was quoting from: your speech following the example of Mr.:
Amar Nath Dutt, yesterday. You, Bir, were pleased to leave it to the
geod sense of the House not to interrupt him. To coutinue the quotation :

“In a later passage His Excellency said that his- Government was at the present
moment engaged in considering the future constitution of India and it is for this dual
purpose of assisting the Government of India in their deliberations as to the futpre
constitution ier India and for giving our representatives to the Round Table
Conference un expression of our views as to what they should press for and what
@hoyt.hqho-ﬂd resist that this motion has 1 understand been moved- and is being debated
in {(bis. Hopse . . . . "

Sir Qowagsjl Jehangir (Bombay City: Non-Muhammadan Urhan): I rise.
to a point of order. I am sorry, the Finance Member is not here to hear.
this learned disquisition of my friend, Mr. Mitra . .

Mr, S. ©. Mitra: I was merely quoting.

Sir Cowasji Jehangir: I know it. But I would like ta point out that
all this is being reported and will again be printed which will mean con-
siderable cost.  You allowed it vesterdnv, Mr. Chairman. and T would like.
to point out to the Finance Member and to you by way of a point of. order
that the cost of ngain reporting speeches. that were made two vears ago.
in this House, will be considerable. 1. therefore, want your ruling—a
definite ruling—whether speeches can be rend out in this House by the.
age or only ahstracts should be allowed to be read out. I want a definite
?ﬁng on the point, because so long as. vou are.in the Chair, Mr Chairman,
this, precedent, will be followed, not only todwy, but again tomorrow. I,
would like to point out that vou, as Chairman, have the right to stop
any Member from reading out page after page not only from the speaches,
madp in this Houge, but from, any other book of reference.



M. -Chairman @" Harl Singh Gour): The Honourable Member hus
is_covered by & ruling given by the Honourable the '

raised ' & ‘point. whic
President ‘in the following words:
rLs
Yarn (; ) Bill, s Member procecded to make a hy quotaetion in hie
The President intervened and: ¢ 'I will inform the
reading of such lang quotations is not permissible '.”

s L . o REELY i..f_)
- Duting the debabe on the motion to take into consideration the Indian Tariff Cotion

onourable Member tha‘e the -

The point is that the President did not permit the reading of stich

long quotations and it is, therefore, in the discretion of the Chair to

permit quotations if they are not unduly long. I would only ask Mr.

Mitra not to transgress the rule which only permits reasonable quotationy
and 'not quotations much too long. ’ .

Mr. 8. 0."Mitra: T bow to the ruling of the Chair. As a matter of
fact, I myself .w.ai':te@ to have a ruling, but my only submisgion is, that
I.wa§ "mot reading Tlonger quotations than Mr. Amar Nath Dutt did

yesterday. However, I take it as your ruling that I should not read from

these books extensively. In that view of the case, I do not like to_read

anything more and I merely say that the Commerce ‘Member will give.

us some ides a8 to why these things are not correctéd by reappropria-

tion, and why every time such big amounts are brought forward in the
shape of supplementary demands. ‘ '

Mr. B. V. Jadhav (Bombay Central Division: Non-Muhammadan.

Rural): Bir, to some it may appear superfluous on my part to stand on
this’ oceusion and raise objections or offer some remarks on these grants.
I wont to know from the Honourable the Mover why this cxcess of
Rs. 5,000 occurred. He has offered an explanation. but T want further
explanation on that point. The explanation offered is this:

** Excesa leave salary on account of more officers going on leave than expocted.”

Sometimes it happens that whenever there is to be retrenchment,
it is found convenient for sgome officers to send men to be retrenched on
leave before dispensing with their services. 1 want to kmow from the
Financial Commissioner whether that was the case on these particular
occasions and whether more officers were advised to go on leave and,

therefore, this cxcess was ineurred. There have been many such cases:

recently, specially in the Public Works Department and other Depart-

ments, and, therefore, this raises in my mind a doubt that this stratagem
may have been used on this occasion:

Then, Bir, there is another point, Officers whose salaries are voted
taking the place of officers whose salaries are non-voted accounts for
Re. 15,000. Teking the voted and non-voted portions together, the total
expenditure is expected to be Rs. 25,000 in excess of budget anticipations,
Officers whose salaries are voted are generally lower paid officers and

officers whose salaries are non-voted are generally officers of higher salaries.

If officers whose salaries are voted are asked to act in place of officers’

whose salaries are non-voted, then I do not see why an excess should:

occur. On the other hand, I think there ought to be a saving. Buf, in
this case, it is said that the excess amounts to something like Rs. 15,000
and I should like the Financial Commissioner to explain this poinb. T
is really a pity that the Railway Standing Finence Committee has done
its work in a very great hurry. It shows their sense of faith or trust m
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the Railway Administration; bub all the Members of this Hotise- cannok.
share in that amisble disposition,.and, therefore, ib falls to my unfortu.
nate lot to raice objections or questions on these two point. =~ .

‘Dr. Hlauddin Ahmad (United Provinces Southern Divigjons: Mubam-
madan Rural): Bir, I should first like to relate a small story.. ..Ons -of
the g;ga,t@st,saﬂlants of Baghdad, Imam Ghazali, when made Grand ‘Shaikh
of the School of Baghdad, went to the pulpit to deliver his insugursl
nddg:ggs. and said only one word, wept snd came down; and what he said.
was’: ’ ‘

“‘The death of great man hes made me great.”’

TPhis was really s noble example ever set and I thought the Leader of
the Opposition - would follow this noble example. But instead of
following this noble example, he began' to admonish ..ﬁt"’n I»pug.
Leader:of the Independent Party by remarking that™ in' address-’
ing - Government Benches he should refrain from saying thiit he 'mst 4o
this, and he must do that. I now complete his sentences, but he should®
say: ““Whatever you do, we are entirely at your dispossl, we beg to
rBQmaif, 8ir, your most obedient servants, the Members of the Opposition:

enches’’.

Now, coming to the subject wmatter of this grant, I thought this demand
was really adding insult to injury. I say so, because they have not given:
any details, but referred us for fullor information to the report of the-
Standing Committee for Railways, No. 5, Volume IX. I took great pains:
to find out this particular book and I thought T would be able to get all.
the information. When I opened the book, I found that this meeting was
held at 11 o'clock on o Sunday just at the time when Christians are
required to go to Church and I found that Mr. Morgan thought thas
sttending this meeting was more important than attending the Church
cn that particular day. Then, when I opened further, I found that thers-
were two pages. On one page the Finance Committee dealt with the
entire demnnds for 1938-34, and, in about 1/3rd of the second page, they
disposed of the supplementary grants. Of course some persons thought
that probably this is the way in which members of the Standing Finance.
Committee 'Xischarge their business; but, from my own experience of the
Standing T'inance Committee on the General Budget, I can say that the
members are not to blame, but it is the system which is faulty. The
Budget, as a whole, was never laid before the Standing Finance Com-
mittee and important items were never discussed by them. They simply
in half an hour were asked to dispose of the whole Budget for 1983-34.
The supplementary grants for 1932-83 give all the relevant figures which
in this case were never laid before the Standing Finance Committee.
These are genuine grievances, not in respect of these demands only, but
in respect of all the supplementary demands which will come hereafter.
1t is assumed that these demands are scrutinised by the Standing Finance
Committce, they have also been formally passed and sanctioned by the
Legislative Assembly. This is all right on paper, but what happens
actually in practice is just the opposite. The Finance Committee is no
given an opportunity to discuss all questions as is evident from their
report; and, as I said, it is no foult of the members, it is the fault of
the system. When you come to the Assembly itself, they repeatodly
demanded that the Budget should be divided into separate units so tiag
votes may be taken at the end of one or two days on the groujg of’
demands. It is done in Provincial Councils. They consider the whole-
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Budget as_one unit.with the result that we waste our time on the ﬁrst’
demand and the important - items -are guillotined - and we “have to vote

en bloc. That is really the. ‘way. in which. the whole Budget ‘hag .been
aIlovved to go through

Therefore I strongly object that ‘ohey ouffh 1 ) glve us reasonable oppor~
tunlty to discusss the details of expendlture tnder ‘the head of Establish-
ment and the Operation’ which are really very important items of expendi-
ture in the Railway Budget. But neither the Standing Finance Com-
mittee has ewer been given  a chance to. discuss it, nor the Assembly is
-offered any chance. It is mot our fault, but it is the ; fault of -those 'who
are respons1ble for it. . That is really my :grievance. I should like that;
in future, our Standing Finance.Committee should be permitted to go into
all the details oA the expenditure and that relevant papers might be

supplied to them; They should be allowed to sit: dax after: day to disouss:
these items.

The’ second ‘thing which I'wish to point out is that these demands of
Railways should not be divided into singlé wmnits. They should be divided
anto compartments and votes should be taken in groups, so that' we may
have an opportunity to:discuss much more important items of expenditure,
sueh’ ag administration and operation and: which<we could not diseuss 1n
the: Assembly on account of the bad way in which the whole.  thing is-
planmed. This was the general observation which T had to make with-
reference: too what: my friend, Mr. S. C. Mitra, said.

Now, coming to the actual item here, I find that something is demanded
fér the excess leave salary on account of more officers going on leave than -
was expected. Now, this is a definite complaint which we have raised
repeatedly on the flbor of ‘the House, year after year, that the Railway
Board have not taken sufficient care to retrench officers. They retrench
men, but not officers. They have got over this difficulty by allowing more
off"cers to go on leave instead of retrenching them. My gallant friend,
Colonel Sn Henry Gidney, drew the attention of the House to the fact
that if' a Member of the Railway Board is retreniched he is sent to.some-
other post or allowed to go on.leave. Now, you come to us for demanding
an . additional grant under the particular. head. Had you carried on. the
policy of retrenchment in spirit and not, in name, then these additional
demands, which you are bringing forward, would have been unnecessary.
Now, the other thing is; it is pointed out that certain items of expenditure
were transferred from voted. to non-voted. Now, if it is only the ques-
tion. of transfer, then the total expenditure ought to have remained: the
same.

Mr. P. R. Rau: Tt has remained the same.  Rs. 25,000 is the total
excess though the voted excess is Rs. 40.000. Thig is counterbalanced
fo a certain extent: by the saving of Rs: 15,000 on non-voted.

Mr. B. V., Jadhav: Is there any saving in the voted expenditure?

~Dr. Ziauddin Ahmad: T will just come to this thing. If it iy only
a transfer from voted to non-voted and there is a particular saving, then
‘the total expenditure ought to have diminished. but I find that for the
vear 1932-83 their estimate was 775 lakhs and the revised estimate on
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account of this wrong procedure'that they have adopted is 8:15 lakhs. So
there hase not been any saving, but there has been actual rise in the
expenditure: ' It rose from 7'75 to 8'15 lakhs. It is on page 2 of the
Demand for 1933- 84 .

Mr, P R Rau:  Will: my Honomable friend read the portion relating
t0: non-voted expenditure also? = Iy has diminished from 4:25 to 4-10. °

Dr. Ziauddin Ahmad: I am just quosing from the Demand which has
been laid before rus:from page 2 where you have got a note saying that
the total voted and non-voted was 12 lakhs budget estimate. But, now,’
i, the revised estimate, you have: put down 12:25 lakhs. So. here also
L find that the total sum is increased by 25 thousand - rupees. That is
not a'very. great saving. . There are- two pmnts which are not .very clear
to me, that is, they haver allowed a very large number of cfficers to g0
on leave. We may allow a fair proportion ag in other : Departments.
The second point that I should like to draw attention to is this transfer
from voted to non-voted which has not led to the “diminution of the total
expenditure, but ‘it has only led to an increase ot expenditure to.the
extent of 25,000 rupées. ' I should also like to mention ‘that we have.
raised a very large number ol quiestions during our Budget debate and,
the' Govérnment never replied to a large number of them as yet, and-
I lope that, on this occasion, which is perhaps the last cecasion when
they have come to us, they would clear up the points in connection with
the replies in thess Demands, for instance, comforts of third class
passengers, ete. :
I e o “ 2

_ Mr. Chairman. (Sir Hari Singh Gour): Order, order. I think the
Honourable Member is aware that in voting on supplementary grants
the only question that can be debated is a question which strictly relates
to the supplementary demand and that the general question of policy
or any matter extraneous to the demand cannot be raised. I would
read for. the benefiv of the Honourable Member a ruling given from this
place on a previous occasion. This is what was then said:

“In view of a large number of cuts that have been put down' on these Supplementary
‘Grants, I have taken some trouble to examine the question and T invite the attention.
of the House to a summary of the position as stated in May’s Parliamentary Practice,
page 536, which I will read to the House :

“ Debate on supplementary and excess grants is restricted to the particulars con-
tained in the estimates on which those grants are sought and to the
application of the items which compose those grants; and the debate
cannot touch the policy or the expenditure sanctioned, on other heads,

8 -by the estimate on which the original grant was obtamrd except s0 far
ag such policy or expenditure is brought before the (‘ommx‘tﬂe by the
items contained in the supplementary or excess estimates’.

Consequently, all that the Honourable Member can ask is for an expla-
nation upon the three items which are mentioned in this demand. Bub
he cannot ask the Government or any other Member to stray out of
the strict purpose of the Supplementary Grant and the limitations
imposed upon a debate thereon. '

Diwan Bahadur A. Ramaswami Mudaliar (Madras City: Non-Muham-
madan Urban): May I point out, Sir, that T do not know what that
ruling was, but there is a later ruling, T would like to refer t6 you, Sir,
from the Aqsembly Debates, Vol. IV, 1930. On this particular demand
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‘;8‘[?1*a*hﬁn'hadmARBmuwamMﬂdﬁm} et Sade < b
jof  Supplementary Grant the Whole 'question of the “fubure constitution
of this country was raised, and you, Sir, made kn ‘excellent :
isgvering over- 15_pages of this Report, in which you reviewed in_your!
£own masteily way the present  situation and the future hopes ‘ot the
.country with reference to thie constitution. ' In view ‘of thié' ruling, whidh
ig a later ruling and which to that extent ovérruled the nrevious ruling,
1 believe, of Bir Frederick Whyte, I ask you to continue the practice
that has been well established in this House that on ‘Bupplems r
Grants, every question and every motion can be raised which can ™

raised on the original motion. 1 am nut wnveelf wedded to that procedure.
I do not like it myself. In the Provincial Legislative Council the practice
is different. But I do invite your attention to this ruling and to the
“‘ddbate'which beging 4t page 100 and goos on to several pages of.this
volume wherg the whole discussion was allowed, ' '

- Mr. 0. 8. Ranga Iyer (Rohilkund and Kumeson Divisions: Non-Muham-
‘madan Rural):: I:do not want to say much more than draw the attention
of the Chair sbout the scope for discussion regarding Supplementary,
Grants. T find in ‘the Selection from tke Decigions from the Chair at
page 483, Para. 518, that the President pointed out that the debate
must be restricted to the subject matier ol the Supplementary Demand.
Thercfore, 1 submit, that this wide comprehensive discussion . ...

. ‘An Honourable Member: What is the date of that ruling?

o .Mz, C. 8, Ranga Iyer: 20th February, 1924, by Sir Frederick Whyte,
: Mt is not, & quostion of long. ago or yesterday: it is a question that tha
Tresident. of this House, Sir Frederick Whyte, had given a ruling to this
effect and his ruling, I believe, is the ruling which ought to govern
prooedure and practice in this House; because a practice happens to be
m May’s Parliamentary Practice one hundred years ago, that does not
mean that the practice is wrong. A precedent was laid down that the
debate must be restricted to the subject matter of the Supplementary
Demand and I hope that vou will enforeo the practice suggested by
.I'T;jes\i‘d‘ept. Whyte in regard to the subject matter of discussion, especially
“Jh view of the fact that we had ample opportunity during the® Raflway
Budget to cover this wide comprehensive ground of policy. ’

. Mir, Ohrirmafi (Sir Hari Singh Gour): The ruling to which T drew the
attention of the House was given as far back as 27th March, 1928, and
it has been subsequently followed down to the 10th July, 1980. Con-
sequently there is @ cursuas curie on this question; and I am bound by the
series of rulings bearing thereon, ;

Dr. Ziauddin Ahmad: The points to which T would very much confine
myself just now would be those relating to this particular cut, and the
other points to which I wanted to refei can very conveniently be raised
_in connection with other cuts. The one point which really refers to this
" parficular cut ig' the revision in the scale of .salaries, because had ﬂeyl
""reviscd - the seale’of salaries, then they could have met this additional
xg0st by “saving ‘i other directions’and this is a' thing we have alwdys

been suggesting. Therefore, the one grievance which was pointed ou$
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and for which we have not got any definite reply is. the revision in thie
soale .of salaries and I hope that in the reply something definite might
be said on the floor of the House, ' . R

“T'he Honourable Sir Joseph Bhore (Member for Commerce ' &nd
‘Bailways) : May 1 bring to the notice of my Honourable friend that in view
of the ruling of the Chair it will certainly not be open to us, when we
reply, to reter to matters which are not definitely connected with eaah
demand. The question of galaries raisus a question which is entirely,
ditferent, 1 submut, nevertheless 1 would like to explain that I have given
to the House as much information as I possibly could on the occasion
-of the general debate on that particular point.

Dr. Ziauddin Ahmad: 1 leave this point for the time being and shall
confine myself only to one point: that-js, we ought mot to allow sugh
~a large number of officers to go on leave so as to necessitate the addi-
tional expenditure, and 1 hope that the Railway Board will be: more
particular in future and confine themselves entirely to the sums already
“voted. They should know that :s0 much has been sanctioned by the
‘Assembly and it ig very desirable that they should plan their expenditure
'80 that- this sum may not be exceeded. This is the thing I would like
to emphasise, becuuse this is what they have heen doing yesr after
year and I think the time has come when this practice ought to cease.

Mr, B. Das (Orissa Division: Non-Mubammadan); Sir, 1 wish to
draw the attention of Honourable Members to ome point when they
oppose the grant of Bupplementary Demands; they will have to. face
the grant for Excess Demands later on when the subject comes up before
thé Public Accounts Committes. If these Supplememtary Gragts had
come during the middle of the Scssion, one could have looked at them
more particularly, but now when these demands are placed before the
House at the end of the Sessiun, we take it that the Financia] Commis-
sioner has seen to it that these Supplementary Demands are necessary,
and if they are not approved by this House now, probably later on the
House will have to grant excess demands.

An Honourable Member: What is the difference between now and
two months afterwards?

Mr. B. Das: It soves unnecesssry work: If my Honourable friend,
who is himself a member of the Public Accounts Committee, wantg to
go through the procedure that the excess demands should be approved
by the Public Accounts Committee and then they would have to be
placed before the Flouse, he might oppose these Suphlementary Demands;
but T think these are matters usually brought up at the end of the

_ Bession and at the beginning of the new Budget, and that it is the
segulard course: 80 we should not make so much opposition to these
emands. .

8ir Oowaseil Jehanriz: Sir; T do not profess to be a great student of
. 1he Railway Budget, but from remarka that were made .dug:ing 510 mer:i
- discussion, it appeared to me that ane of the allegations wag that officers
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Were sent on leave, not because ‘they' wanted ‘leave,: but in order to
accommodate other officers. Now, 1 would like to  kdow from -the
Honourable Member whether there are more officers on leave just now
_ thax is usually the case. '1 see there is Rs. 5,000 shown in ‘the démand
. 'we are now discussing for excess leave salaries. :Then, under Audit, there
. iv_another’ démand for Rs. 28,000 for excess leave salory. lf we .gre
to retrench, and if appointrhents are to be abolished, due to this policy
of retrenchment, T do not think you are going to gain very much if you
- are forced to give officers leave when ‘wometimes they do not even wank
leave, in order to accommodate others. 71 think that point might be taken
into consideration by the Honourable Member and I would like to know
whether there are more officers on leave just now than is usually the case.

-

.. Ideut.-Colonel Sir Henry Gidney (Nominated Non-Official): Sir, bowing
" 0 your ruling on this matter and with the greai difficulty that faces me
in’ confining ‘myself absolutely to the three items embodied . in this
Rs. 40,000 demmand end the merciless application of the guillotine which
, prevented many pointé from being fully discussed, .I fear I_shall
. W difficult to corfiné myself to these items; but I do hope I .shall be
.able to do so urid escape & repetition of the charge of irrelevancy. I take
these items in inverse order to that shown -on the demand.
First and foremost, what strikes me as being most extraordinary is this:
we have just finished the Railway Budget in which a large number of
- demands were made for grants for various items; and,now, within 73
" hours, this House 1s presented with a series of Suprlementary Defands for
“"the Railways, . . .. o

s, P, R. Rau: May I point out thet the Budget demands related
1o next year, and that these demands are for this year? =~ =

..Xdeut,-Oolone] Bir Henry @idney: This year, next year, ‘someétimes,
. never; that is the old appeal of fhe amateur golf champion to his clubs,
- when- forecasting his chances for winning the next championship. ‘I miake

this observation as a secker after economy, but it has been takenup very
keenly by my friend—evidently it stung him—but 1 think it to bé an

;. ...extraordinary procedure to indulge in these frequent and separated demands:
~ for grants over twelve months. Why cannot the Railway Board miake up

-their minds and find out what they want? It is Qifficult, T know; but
the point that strikes me is this: it is a general point; here is a Derart-
'm8nt ‘which sails under the label of a commercial department. . When 1
say that, I am not satirical. I repeat it is claimed that this is a gom-
" 'meroial - department and yet the salaries of its officers. .are divided into
* two ‘entegories, one votable and the other non-votable. T should like any one
4o tell me any other commercial undertaking that has the expenses in
connection with the hend administration divided into votable and non-
votable itéms or lisbilines. The result is that in trying to effect economy
and in trving to point out excessive expenditure, we cannot attack items
that are invulnerable to attack and protected by treaties and contracts
with the 'Secretary of State; we can only attack and expect economv from
the pooraer paid staff. It ia rather a peculinr position; but apart from
“ the administration point of view, the reasor for this demand is to defray
<.$he ooik of leave ‘given: ta’officors who must, on-the face of it, be syrplue
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to requirements especially in these: &ays of “findndtal sk’rmgency and eco-
“ m' nomy. . Now. Sir. L believe ‘¥ am: right’ in' libl8ing;—1 spihk -
¥, . subjech: to corzection: by the Hohoumbile Member,—that thers
_is & certain-leave reserve: for officers emprlbved in ‘the Railway Board. "I
.-also take my .memory buok to &' meetitig 'in 1980, which ™1 attended as a
~meraber . of - the Central Advisory Commtittee when & request was made
..o the Cominittee asking that State Railways, mvmdmg the ‘Board, should
\~ naintein - u- proper leave: reserve of officers mo doubt t6”epuble them ‘to
i continug ay they do today to book their passages to England 8 or 10
months shead and that in order to enable these officéts’ to get leave, o
lower garetted service was necessary and an ‘addition made to the hﬁimd
cadre, which was comsidered under strength for an ddequate leave reserve.
Bince then retrenchment has-taker - ‘place, and we are’ told that every tail-
way has effected retrénchment to its utmest possible Hmit. ' 'Now, Sir, nn.
. the one hund we have every railway pointing out in clear terms that they
" have come to thelr limit of retrenchment. - We - have aiso wot’ & list of
.sbgent railway officers ‘showing the number of appointments Beld in abey--
-ance. Wa have: other lists showing the ofiicers on leave, ‘all of which, niny
. rightty be summed up as pdstponed eeonomy. On the other hand, we
have heve & .definite demand by the Honourable ‘Member including the same
item in the other demands of & tothl-of nenrly :Rs. 85,000 or'Re. 40,000 for.
the pay of officers who are on leave. How are these two facts compati--
ble either against each other or economy? I asgk. the Railway Beerd to
«ekplain, Wow is'it that you gre still able to send pn extra’ number.of
officers on leave when you say-that you have reached your limit of retrench.

ment? And, therefore, why do you ws,nt more for the evtm ofﬁoers who-
.- bave nroaeadad on Ieave? AL A

Now. Sir, I will take up another point, and 1 hope I sha]l not again
be told that I am irrelevant. 1 instenced.in.the genersl discussion & case
in which g certain officer of the Bmlway Board was retrenched for economy
Furposes, he was not retired or given leave, but, wag given an sppomt.
ment’ as- Agent to a-Railway and wes, also given Rs. 500 in extess :
aglary. of the post. I ask, what variety of ecomomy is this, when a!tar
retrenching & Member of the Railway Board in the intereats of economy,
you give him Rs. 500 extra pay? There is no economy there. It is &
,special favour aud stands selfcondemned. Remember when ‘tha¥ Officer
was employed, as Agent to the.E. B. Railway, another officer had to-goion
leave. .Is that offieer’s leave ray under this head or is the allowance' of

Ra. 500 given to the ex-Member of the leway Bonrd? If it is here,
then. . . . . - v

oot =

. Mr. P. R. BRau: T{ i not here.
.Lieut.-Oolonel Sir Henry Gidney: Well, ‘then where is it?" Enlighten
the House. If this officer’s leave pay is included in-this erant. I stand
corrected; if it is not, I take this opportunity of ventilating this metter.
-and I do not ventilate it out of any personsl bias or prejudice: mv public
life risos ahove such sordrd motives. T ventilate'it as an honest sasker
after economy. Here is a demand to meet officers’ leave salarids. and
¥ ask ‘the House to reject it unléss the Honburable Membeir’s exntanation
jr matisfactorv. You must have an excess of officers workine. i ¥on wre
ahle to send an excess on leave. Are thev all in such bad health na.fo
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_require a change of climate from this country? Why should this House
"be asked to vote for this demand? I condemn the presemt so-called eco-
" nomy policy of the Railway Beard, I say this leave to England is more or
less a family arrangement. I do .not think it is right, under the present
_«ircumstances of financial stringency, to allow an excess of officers to
- proceed on leave so frequently merely to accommodate others for whom
.appointments are needed, and if the Railway Board 1nake s demand for
money on such grounds, this demand should be refused by this House. It
is not sound financial policy to send excess officers on leave. The
Financial Commissioner, with his enormous knowledge of these matters,
I know, will stand up and defend this demand, and I know that some
of my arguments might be pulverised by him, but I do submit that this
House is entitled to have an explanation from the Financial Commissioner
as to why the Agents of the Railways give this liberal leave to their officers

* when we are faced with a financial stringency. Then, again, T would
like to know whether he has given a distinct order to pay Rs. 500 extra
rer month to the officer who bas been retrenched from the Railway Board
and is now Agent of a State Railway on Rs. 4,000 per month. Csan he
explain to this House his principle of re-engaging a retrenched officer
. .4rom the Railway Board and paying him an extra sum of Rs. 500

.....

Mr. P. R. Rau: On a point of order, Sir. May I point out that that
«question does not arise out of this demand.

Lieut.-Oolonel 8ir Henry Gidney: Is that a point of order? 1 say, it
is & matter requiring some explanation from you and I want it.

Mr. Ohatrman (Sir Hari Singh Gour): It is a point of order.

Dr. Ziauddin Ahmad: May I just say that unless the names of all the

officers are given for whom this demand is wanted, I think the diseussion
is quite in order.

Mr. Ohairman (Sir Hari Singh Gour): Will the Honourable Member
please explain how the debate he is carrying on now is in order in view
. .of the objection rasised by the Financial Commissioner for Railways?

Lieut.-Oolonel 8ir Henry Gidney: I will try and explain it, Sir, in my
own amateur way as compared to the position of a professional and
trained financier. There is a Supplementary Demand here to meet the
pay of officers on leave. This demand, as Sir Cowasji Jehancir pointed,
is spread over the vear. I pointed out the other day that an: officer who
has been retrenched from the Railway Board had not been sent on leave
or retired, but to suit his convenience and appointment another officer had
to go on leave. That officer’s leave pay was being paid and the rr-
Member continned to receive his Rs. 4,000 per month.

Mr. P. B, Rau: That officer’s leave snlary is not debited to this
<demand.
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‘Lisut.-Colonel Sir Henry Gidmey: Tf it js not, then tan the Hohourable

+ Member give as ‘the detaily of ‘thi¥: dembnd? “With: all: respect’ to-him,
<4 $ay.thet the ‘Honvurable Meémber cannot stand up and’say, this' refers
* twdones, Smith: or Digkie,—-HKe cennot say that v . 1 F Wty

\ g et

o MeUB ROBAGY Thio séfers to the Rallway Board, and 156 Gloe to
whom, T believe, my "Honourable friend fefef& is on the Eastern Bengal
“Railway, whosd pay or leave salary is not debited to this demshd. '

' Lieut.-Golone] ir Henry Gldney: With all respect to the Honoursble
Member, T submit, and subject to your ruling, that this demand for leave
salary covers all officers who are on leave . . . , '

Mr. Ohairman (Sir Harl Singh Gour): The Honourable Member has
been sssured that this demand only deals with the Rallway Board, and
“it is so written and printed at page 1. ‘That is the heading. The
Honoursbie Member must take note of that fact, and he cannot possibly
.enlarge the seopa of this debate by referting to all afficers whether eonnpeted
with the Railway Board or otherwise . . . . .

Lisut.-Oolonel Sir Hanry Gidney: I am referring to & Member of the
Railway Board or an ez-Member of the Railway Board . . . .

Mr. Obairman  (Sir Hori Bingh Gour): Order, order. We are mot
dealing bera with an sz-Member of the Railway Board.

Lieut.-Colone] Sir Henry Gidney: Very well, Sir. THdré is hén the
next item, and that relates to the rent charged for resitlential- buliings
to staff. T should like to have a clear definition from the Railway Member
us to what. they have been doing with- this vexed matter: ' ¥ andamtand
that certain railway servents, who still enjoy Company privileges and
rights, as regards free house rent. are mow being compelled to pay house
rent by a recent ruling by the Railway Board—why this departure from

B «

an honotired contrect snd sgreement? - - ’
Mr. P. R. Rau: I still rise to a point of order, Bir. This has Bo

veference to the demand under discussion. -

Lisut.-Oolonel §ir Henry Gidney: The Honourable Member in-oharge
is 80 nervous about this, that I am sorry, T feel I should not worty him
any more about it. ' AR S WA 4

Mr. P. R. Rau: Mr. Chairman, there have been variougs questions in
the debate on this motion, and I shall proceed to give very briefly the ex-
planations required by the various Honocutable Members. In the first
-place, my Honoursble friend, Mr. Mitra, was apparently under the mis-
apprehension that there has been o ehange in the present practice and that
we were asking the House to agree to giving more condessions to the staff
of the Railway Board in the matter of residential accommodation. That
is not so. The staff of the Railway Board are Government servants, and
under statutory rules they are enfitled to have their rents celculsted in
& certain way.. The only question here iz whether the difference betwesn
the assessed rents and the rents they are charged under statutory rules
should be borne by Railway Revenues or not. It was decided by the
Government of India, T think some time in February, 1982, that commercial

B
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_departments should pay the difference and, as I have already pointed out
-when 1 was moving this motion, it is only a question of & transfer from
one pocket of Government to another. My Honourable friend suggested
that this should have been brought into effect in the original Budget. May
1 explain with reference to that that the decision waw arrived at, to the
best of my recollection, sometime in February, 1982, after the Budget
had been prepared. The decision was given effect to in the following year,
1932-83, according to the ordinary practice. My Honourable friend as
s member of the Public Accounts Committee knows that any decision
taken during the course of the year has usually effect from the next
financial year.

The second point that my Honourable friend raised was about the
possibility of reappropriation. If he will look at the Demands for Grants,
he will find that there are various other directions in which also there
have been excesses and savings. The Demand that we have now put
before the House is. after all possible reappropriations have been made.

I now turn to my Honourable friend, Mr. Jadhav. His point was that
voted officers draw generally less salary and consequently the substitution
of voted officers for non-voted officers should have reduced the expenditure,
Here may I point out that the salaries of posts on the Railway Board are
fixed and a voted officer gets just the same salary as a mnon-voted -officer.
Consequently, the only effect of & voted officer taking the place of a
non-voted officer is that the expenditure is shown as voted and not as non-
voted and the additional expenditure of Ra. 15,000 under the voted head
is covered by a decrease in the non-voted head.

Mr. B. V. Jadhav: There is a total increase.

Mr. P. R. Rau: The total increase is due to other factors. 8o far as
filling of posts by officers whose salaries are voted instead of officers whose
salaries are non-voted is concerned, there is no increase.

8ir Oowasji Jehangir: Mav T ask whether thess non-voted officers have
gone on leave or have they been transferred to another department or have
they gone to other posts? P

Mr, P. R. Rau: As my Honourable friend is no doubt aware, there is
no separate cadre for the Railway Board. When posts are vacant we
recruit them from different Railways, and it is just a matter of chance
whether the officer selected to fill a particular post happens to be an officer
whose salary is non-voted under the Government of India Act or is voted.
It has no reference to officers going on leave. EE

Lieut.-Oolonel Sir Henry Gidney: Mayv I ask a question to the Honour-
able Member? Are vhese officers, who are employed in the place of voted
officers on leave, recruited from subordinates who are drawing one-third
and half of the salary of the officers on leave? ‘

Mr. P. R. Rau: T can tell mv Honourable friend that T am not awsre
of anv pav of a subordinate being non-voted. My Honourable friend.
Bir Cownsji Jehangir, wanted information whether officers who nre on leave
have been sent on leave to accommodate other officers. T am not awgre
of any such case, but I think he will agree with me that it is not an
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easy matter in preparmg a Budget for the following year, which is done
sbout 15 months before the close of that year, to estumate acourately
how many officers will be on leave during the year and.what periods they
will require. ‘ :

S8ir Oowasfi -Jdlungh‘: Is that not done on averages? Therefore, your
Budget has gone wrong when you ask for an incresse only on this head
.of leave salaries. :

. Mx. P. R. Rau: It may be based on averages, but it does not: tollow
that the actuals will be exactly equal to the average. 1 just want to
refer my friend to one or two figures here. In 1930-81, our expenditure
on leave salaries on officers was Rs., 92,000, In 1981-82, it was
Rs. 1,08,000. In 1982.83, it is expected to be Rs. 80,000, and in the
following vear, Rs. 70,000. It may be that it will prove too low or it may
be too high, but it is just en estimate, and it is impossible to arrange
the grant of leave o officers merely on the estimate of leave salaries put
in the Budget. ‘

t
8ir Oowasji Jehangir: My question is, are there more officers on leave
than usual?

Mr, P. R. Rau: I do not thimk there are, and it is. for that reason
that I gave my Honourable friend the figures of leave palaries paid in the
past. He will find that in the years 1980-31 and 1981-82 the leave salary
was more than in the current year, and from that I infer that the number
of officers on leave is not more than in the past.

Dr. Ziauddin Ahmad: May I just mention a point? ‘This is a subject
upon. which we have been complaining year after year. Whenever a per-
son is put temporarily on a higher grade with a higher salary, and when
the permanent incumbent comes back, instead of going back to his original
post, he takes leave on this higher salary and thus the leave salary
increases. '

Mr. P. R. Rau: That is the effect, though an unintended effect, of
the statutory rules. We have taken steps in our new Railway Leave Rules

to avoid inducements to officers to go on leave when they revert from a
higher post. ‘

Mr. B V. Jadhav: The point I made has not been properly under-
stood. My point is that, if an officer from the voted list is asked to
work for un officer who is on the non-voted list, there is no reason why
all stich posts, in the voted and non-voted lists, when taken together,
there should be an excess. What I cannot understand is this demand
for Rs. 15,000. If officers from the voted list of the cadre are made to
work for the non-voted cadre and vice versa, then thers is no reason why,
when both these lists are put together, there should be an excess.

Mr. P. R. Rau: I perfoctly understood my Honourable friend’s point,
and T was explaining that the assumption on which it is based is incorrect.
I would. ask him to entirely forget part (3) of the explanation and read
it together with the next clause which says ‘Taking the voted and non-
-yoted portions together the total expenditure is expected to be Rs. 25,000".
This execess is covered by the first two explanations in that page.
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. I now turn to my Honourable and gallant friend, 8ir Henry Gidney.
His main complaint was that we showed our expenditure partly ss votable
and partly us non-votable and that,” 88 8 commercial department, we had
~mo. right to do so. That, Sir, I am safraid, 1 am not in & position to
-remedy. The salaries of certain officers are non-voted under the (Govern-
ment of India Act and, so long as that Act subsists, I must show them
as non-voted under this Demand. He also suggested that the Railway
Board should make up their minds and sey how much. they want once
for all, This is a question of estimating. ' Does the House really require
-that we should keep, as a reserve, a margin for all possible contingencies
end ask for & muoch larger sum than we really require, or that we should
try to cut down our demands to a minimum, and, at the close of the year,
if we find that it ie mbsolutely impossible for us ¢o work within that
minimum, come. up to the House frankly and say, ‘‘We have tried to keep:
‘ourselves within the limits. We find 1t is not possible”’, and ask for a
Supplementary Demand. From the estimating and from a finanaial point
of view, T think that the correct procedure is to keep your original Demand
as low as possible and not to keep margins for emérgencies. Finally,
Sir, my Honourable and gallant friend suggested that leawe should be refused
as much as possible. I do not know whether he was referring only to the
olficers of the Railway Board, or whether he was making this suggestion
in his representative capacity on behalf of many of the Railway Unions
of which he is the President. (Hear, hear.)

Lieut.-Oolone] 8ir Henry Gldney: Partly in my position as President
of many Unions, but chiefly, Sir, in my capacity as an honest secker of
‘economy.

Mr. P. R. Rasu: My Honourable friend has, like some of the Hindu
gods, various faces. (Laughter.) 1t is true that the statutory rules
provide that leave may be granted or refused or revoked at any time if
the exigencies of the public service demand it, but hitherto it has never
been held that the ‘exigencies of the public service’ include. financial
stringency. I do not think, Sir, that there are any more points on whiph
1 need detain this House. The only question I would like to refer to in
conclusion is Dr. Ziauddin Ahmad’s accusation against the Standing
Finance Committee. Now I had half expected that some members of the
Standing Finence Committee themselves would rise and explain what is
the exact pature of the work that they did in connection with this Budget,
and whether it is & fact or not that sll the papers that they wanted were
placed before them: but the whole point is that it is not fair to base any
criticisms of the work that they have dome on the fact that their dea-
sions are recorded in one page of that small volume.

Mr. K. 0, Neogy (Dacca Division: Non-Muhammedan Rural): Bir, I
ghould have very much liked my Honourable friend to deal with a point
that nrose incidontally out of this debate, and that relates to the paucity
of information given in the proceedings of the Btanding Finance Com-
mitsee for Railways. I hold in my hand the proceedings to which reference
‘was made by some of my Honourable friends. . 8ir, ‘lakhs and lakhs of
_rupoes hawe.been. recommended by the Stonding TFinance Committee
(Voices: *‘Crores and Crores'™,—ves, crores and crores, before this Howse.
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for the purpose of embodiinent in the supplementary estimates, and the
space that they have devoted to the recommendations i just a little over
one page. I notice that this particular meeting of the Committee took
place in the Council of tate Sectar of the Council House; 1 do not know
whether that hLas anything to do with the brevity of the proceedings.
{Laughter.) In any case, Sir, I remember to have been associated with
the earliest days of this institution, the Standing Fimance Committee for
Railways, and it 18 something which I never came across in my experience
a8 long a8 I served on that body. I{ is, mo doubt, a fact that for some
‘time Government. have been secking to pack these Committees, notably
the Standing Finance Committee for Railways (Hear, hear); for instance,
if an Honourable Member votes with Govermment on a measure like the
Ordinance Bill, he is at once promised a place on the Standing Finance
Committee by the Government Whips. (Hear, hear.) {An Honourable
Member: ‘‘Some are prownised other rewards too!”’) I do not mind if the
noble scrvices of Honourable Members are rewarded through the agency
of the Honours List, but I, as a Member who had something to do with
the creation of this particular body, would protest very strongly against
‘the reduction of this procedure, which has been laid down by this House
for the purpose of regulating Railway finances, to an absolute farce. Bir,
I should nov be understood' to make ‘any ' kind of personal reflection
on anv Honourable Member whose name ‘appears on this particular list,
but if the Honourable the Financial Commissioner could make a confes-
sion in this House, he would be sable to tell us as to how useful he has
found this body to be (Laughter), and how seldom has this body ever raised
any objection to any proposal for expenditure. Bu$, Sir, I do maintain
‘that this House is eutitled to a little more consideration than the.Railway
Department are prepared to allow it, and I do not see .any earthly good
of the proceedings being maintained in this fashion; because, disappoint-
ing and brief as that information is, we find much more information in the
Demands for Grants themselves, But if the Honourable Member were
to follow the past praetice with reference to this Standing Finance Com-
mittee for Railways snd also the practice in vogue with regard to the
(General Standing Finance Committee, this House would have a little more
ddevail, ‘which might be of help to this House in coming to a correct deter-
mination of the issues involved.

Mr, @. Mergan (Bengal: European): 8ir, as a member of the Stand-
ing Finunce Committee (Heur, hear), I am glad to hear that there are
no accusations sgsinat the members, but the point raised by my Honour-
sble friend, Mr. Neogy, is a very important one, and I think the Financial
‘Commirsiouer will bear me out when I say that I have already taken up
the matter with him. (Hear, hear.) (Mr. K. C. Neogy: ‘‘Very glad to
hear that.”) I am not at all satisfied by the method of the publication
of the Standing Finance Committee's proceedings. When one says
anything, one rather likes 0 ses it in print (Laughter), and the mere
statement that ‘‘the Committee agreed’’ or ‘‘the Commitiee approved*
bas never found any favour with me. As a matter of fact, if T may
vefer, 8ir, to the General Stamding Pinance Committee. During the
Inst two vears I have raised that point, amd I mray say thet we are now
thirly safisfed with the primted proceedings of the Geweral Stunding
-Finance Committee. My Honouruble friend, Mr. Gayn Prased Singh,
will dear me out in thet (Mr. Geye Pvasad Biugh: “Yes'’), and, on
this point, 1 agree thas more details ahould certeimly have been given,
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1t would have been better had these details been given in the Railway
Standing Finance Committee's proceedings. The members of that
Committee have of course certain details put before them. I do not
sgy that in every case details, such as the names of officers gone on,
leave, have been given, but we are satisfied that the Financial Commis-
sioner in his capacity as Chairman of that Committee does give us full
information,—and I think Honoursble Members may rest assured that I
will not sit still and simply say, ‘‘Achha, achha,”” and ‘‘Wah, Wah'',
(Hear, hear.) ‘I wish to ¥now always what I am doing, and I never vote
for anything that I amn not thoroughly satisfied should be voted for or
voted against. (IHHear, hear.) Therefore, while voting for this grant, 1
support the point put forward that the Financial Commissioner should
do his best a8 soon as possible to get some more regular procedure adopted

for giving details of the discussions held at meetings of the Standing
Finance Committee.

Mr. Muhammad Yamin Khan (Agre Division: Muhammadan Rural):
8ir, I must protest against the insinuations contained in the speech of my
Honourable friend, Mr. Neogy, about the Rsilway Standing Finance Com-
mittee, and 1 do not like that they should go unchallenged. I may agree
with bim or not, and he may agree with us or not, that is our respective
business, but we should not make insinuations: (At this stage Mr. B. Das
made some interruptions.) Mr. B, Das may go on disturbing me in that
way, but if he goes on like this, he will see that he will be disturbed
every moment that he gets up to speak, if he does not keep quiet when
asn Honourable Member wants to talk serious things. What the Honourable
Member has before him is not the proceedings of the BStanding Finanoce
Committee. It is the Supplementary Demands for Grants. In other
words it is an extract from the proceedings. (Mr. K. C. Neogy:
““Nothing of the kind. You do not know what you did.’") The thing that
he has quoted from is not the full proceedings of the Standing Finance
Committee. If my Honourable friend had complained that the proceedings.
should give more details, nobody would have head any objection to-.it.
But that was not the point he made out. He attacked the members of
the Committee and said that they did not know what t!;?- were doing. Let
me tell my Honourable friend that the members had their eyes open.
My Honourable friend ought to know that there were certain members from
his own Party who sat there not on the votes of the Government but on
his vote and on the vote of his Party members. If he cannot rely upon
them, then he should ask them to vacate, and he should come to the
Committee himself. Nobody will have any grievance on that score.
There was no question of & majority or a minority, because this decision
was arrived at unanimously. (Mr. 8. C. Mitra: ““Why was it done on
a Sunday? If you hold & meeting on a Sunday, you cannot expect others
to attend.’’) The Honourable Member will find that Sunday was agreed
to on the request of the members themselves. Members, in the first
instance, requested that the meeting should not be held on Friday. After-
wards it was chaaged to Saturday. Even then they did not agree to it. Ae
1 explained in my speech on the Budget, the Financial Commissioner was
even willing to sscommodate the members by canvening the meeting on
o-Sunday, It was replly the request of the ;ngmbers that we must sif
an a Sunday, because some members were sitting on some Committees
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on Friday and others were sitting on some other Committees on Baturday.
Some members wanted that they should not spoil their holiday and. there-
fore, they wanted Sunday. (Mr. K. C. Neogy: ‘‘How long did you sit?"’)
If the Honourable Member is not satisfied with the representatives that
his Purty has-sert, it is their own fault, and they should see that next
time such members are mot sent. If the Honourable Member. himself
enjoys the confidence of his Party, then he will find a place on the
Standing Finance Committee, otherwise not. 8ir, that is the only point
that 1 wish to make out at present. So far as the items are concerned,
I have no more to say as they have already been explained by my
Honourable friend, the Financial Commissioner. He placed before the
Committee all the papers that we required. No item was sanctioned
unless it had been thoroughly gone into, and the Committee was fully
satisfied that it was necessary to allow it to come before the Assembly.
It is now for the House to accept them or to reject them.

“Mr. K. 0. Neogy: Will the Honourable Member kindly tell us how
many minutes he devoted to this item before he was satisfied about its
soundness, and how many crores of rupees have been recommended ae a
result of his stupendous labours? ‘

Dr. Ziavddin Ahmad: The objection is to the system and not to
individuals,

Mr. Gaya Prasad Singh: Sir, I associate myself fully with my friend,
Mr. Morgan, when he said that his suggestions were useful in the pro-
ceedings of the Standing Finance Committee. I have been a very old
member of the General SBtanding Finance Committee—since 1924—and I
know very well how scrappy and incomplete the proceedings were before,
and how some of my friends and myself tried to give more details, and
how the proceedings are coming out more satisfactorily than they were
before. 1 have just listened with amused interest to the speech of &
habitual supporter of Government, I mean my Honourable friend, Mr.
Muhammed Yamin Khan. He has referred to the blue book of the
Demands for Grants, and he said that that was not the proceedings of
the Standing Finance Committee. I am much surprised to find that my
friend hus not even seen the proceedings of a Committee of which he
was himself a member. I hold the proceedings of the Standing Finance
Committee for Railways, dated the 5th February, 1988, Vol. IX, No. 8.
Now, Sir, the whole volume consists of only one sheet” containing two
pages.  Nearly half of the first page is full of the names of the members
of the Committee. (Mr. K. C. Neogy: ‘That is the Honours list.”")
About one-third of the second page contains only the names of the
Demands and the amounts of money which have been sanctioned. These
consist of several crores of rupees which they have sanctioned within the
course of a few minutes. The question was repeatedly asked of my Honour-
able friend how many minutes they had been sitting to dispose of such
huge sums running into many crores of rupees. But my friend, Mr.
Yoamin Khan, was discreetly silent on the point. He has referred to the
members of my Party, and said ‘that if the members of my Party, who
were on this Commiittee, were not representative enough, they should not
find a place on it when ‘the next election comes. I will only say ‘this "th.at
8t this meeting of the Comumittee there was no member of the Nationalish
Party present. This meeting was held at New Delhi on Sunday, the 5th
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Fobruary, 1988, at 11 A.M. in the Council of State Bector of the Council
House. Those who were present were: Mr. P. R. Rau, Financial Com-
missioner of Railwaves as ex-officio Chairman of the Committee; Mr.
Muhammad Yamin Khan, C.I.E.; Maulvi Sayed Murtuza Sahib Bahudur
o staunch nationalist, a qent}eman for whom personally I have got very
high respect and every elected Member of the House does the same. I
am really surprised why he did not think it proper to record any note
or to insist on more detailed proceedings being recorded. I honestly say
that the Maulvi Schib commands the confidence of a large number of
elected Members in this House. (Applause.) Anocther gentleman was
Khan Bshadur Hafiz Wilayatullah. He is not in his seat today; Mr.
Morgan, C.1.E.; Kban Bahadur Haji Wajihuddin; and Rai Bahadur S. B.
Pandit. These were the gentlemen who attended this precious Committee,
and voted away other people s money amounting to crores of rupees,
without recording any facts in this volume which consists of only one
sheet of paper. With regard to the main item, I should like Mr. Rau
to give more information on this point. With regnrd to item 2 on the
first page—excess leave salary on sccount of more officers going on leave
than expected, Rs. 5,000,—1I should like my Honourable friend to give us
a list of the names of the officers and the “period of the leave which was
given to themm and why. With regard to item (8) also, I should like to
know the officers whose salaries are voted, and who took the place of
offieers whose unlaries are pon-voted. I should like to Jmow khow and in
what way they took these places, resulting in an oxcess expenditure of
Re. 15000. I know very well, Sir, that eonstituted as it is, this House
does not deserve more consideration than Government choose to bestow
upon it. When we do not assert our own self-respect and dignity, I feel
Government are quite justified in treating it with the scant courtesy with
which they are treating us. Some of us ears more for being always
readv to suppart Government om every occasion, but T am not going either
to name them or to impute metives to them. DBus judging from the way
in which we are aeting, if Government bring forward a Resolution that
the Members of the Legislative Assembly should be hanged from the
topmoat haugh of the nearest tree, still you will find, I dsre ssy, s
majority of Members voting with Government.

Mr. B. Sitaramarsju: Siv, ia the Honourahle gensleman in order in
meking such reflections on Members of the Assembly?

Mr. Gays Prasad Singk: T am making no reflection; I am myself
saying that, ¥ a motion for our suicide were to be made by Government,
we would support them in order to get at least a posthnmous reward.
¢Lisughter,) Sir, I am uwnwilling to sllow this Demand to pass. unchalleng-
od, and T would ask the Honourable Member in charge to kindly enlighten
the House on these points before the House is asked to give its support
to this motion.

The Henonrable Six Joseph )hm 8ir, T am not very sure whether this
diseusaion which how just takem place is emtizely relovant to the particular
demand which we are now considering. But as ié hag undoubtedly erestod

ngodhldﬂmﬂlshmﬂdeemtdvhbhmﬂybthmhthat
v beon rhined.



. DEMANDS ¥OR SUPPLEMENTARY. GRANTS IN RESPECT OF RAILWAYS. 1828

In tho first place, Sir, I must question the propriety of the suggestions
that have been made by certain Honourable Members here that a Com-
mittee appointed by this House has not done its duty.

Some Honourable Members: Why not?

Mr. X. 0. Neagy: It is perfectiy open to this House to criticise its
own Committee. The Honournble Member is not new to this House and
should know the practice of this House.

The Eonourable Sir Joseph Bhore: I suggest, Sir, that this is a Com-
mittee appointed by the House itself and my point is that without good
and sufficient reasons such aspersions ought not to be cast upon individuals
who are individuals chosen by the free vote of this House. '

Then, 8ir, the suggestion was that this wss a packed Committee.
Well, Sir, as Honourable Members know, it is a Committee elected by the
free vote of this House.

Mr. K. 0. Neogy: Sir, I am sorry to interrupt the Honourable Member,
but is the Honourable Member in a position to give a categorical denial
to what I said that it is the practice of Government to issue whips in
regard to the election of these Committees and that certain selected non:
ofticial Members are included in ‘their whips if they vote with Government
in erucial matters? The Honourable Member can make that inquiry and
tell the House whether it is a fact or not.

The Honourable Sir Joseph Bhore: Government have a perfect right
to use their vote in securing the electign of certain Members of this
House, and it is common knowledge that they do use that vote. It is &
right which they have and it is a right which they propose to exercise, but
that does not mean that parties on the other side of the House canno
return individuals in whom they have the fullest confidence.

Mr. K. 0. Keogy: We never said that; we referred to your practices.

The Honourable Sir Joseph Bhore: Then, Sir, I would refer to the suges-
tions that have been made,—they were not categorical,—but 1 think the sug
gestion was insinuated that because s meeting was held on a Sunday it
wus Bn unrepresentative gathering. Well, Sir, Honourable Members must
surely realise that during the Session when almost every working hour
-of the day is taken up, it is almost impossihle on oceasions not to have to
utilise Sundays for purposes of public business. I do feel that those
Members who have not attended might have the fullest justification for
not attending because of private reasons, but if they had no such
reasons then I can only say that it was a dereliction of duty on their part
and that no blame can attach to the Financial Commissioner for having
made use of what was, T understand, the only possible oceasion when he
-could have had a long period of time to discuss the proposals that he wished
the Committee to eonsider.

Then, Sir, T would refer to what my Honourable friend, Mr. Morgan,
said. He said that he had made the suggestion beforehand that. Homnour-
able Members did like to see what they said in print. I should have
aonsidered. that that is dangeraus sometimes. However, T understand that
the practice which has been continued this year is the practics which has
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been nlways in force in regard to the Railway Finance Committee. Bu$
if it is the general wish of this House that the proceedings of that Com-
mittee should be reported in greater detail, I am quite prepared to suggest

to the Financial Commissioner that such procedure should be folly in
the future.

Sir, I have no further points to make and I cannot, I am afraid, oblige
my Honourable friend, Mr. Gaya Prasad Singh, with the specific informa-
tion he wants, because I have not any means of doing it now. I do not
think, Sir, any other point has been raised to which I nsed reply.

Mr. Ohairman (Sir Hari Singh Gour): The question is:

“ That a supplementary sum not exceeding Ra. 40,000 be granted to the Governor
General in Councif to defray the charges which will come in course of payment during the
year ending the 31st day of March, 1933, in respect of the ‘ Railway Board ’.”

The motion was adopted.

INBPECTION.
Mr, P. R. Rau: Sir, I move:

‘* That a supplementary sum not exoceeding Rs. 1,000 be granted to the Governor
General in Council to defray the charges which will come in course of payment during the
year ending the 31st day of March, 1938, in respect of ¢ Inspection *.”

8ir, I have very few words to say in support of this motion. The total
excess under this grant, taking the voted and non-voted together, is very
much larger than Rs. 1,000. Here again the fact is that our estimate of.
leave salaries proved to be wrong.

Mr. Chairman (Sir Hari Singh Gour): Motion moved:

* That a supplementary sum not exceeding Rs. 1,000 be granted to the ‘Govetnor
General in Council to defray the charges which will come in course of payment during
the year ending the 318t day of March, 1933, in respect of ‘ Inspection'.”

Mr. N. M. Joshi: Sir, T assure you at the very outset that I do not
wish to raise any general debate. At the same time, Mr. Chairman, I
have made it o matter of principle that I should not give a single farthing
for ‘Inspection’ to the Government of India, so long as the Government of
India does not place this Department on a proper footing. B8ir, this
department has been established in order that an inspectorate should be

provided to safeguard the lives and properties of the passengers on Indian
Railways,

Mr. Ohairman (Sir Hari Singh Gour): The Honourable Member is
again raising the question of principle. He has: to strictly confine himself

to observations arising out of the specific sum of Rs. 1,000 for the Supple-
mentary Grant.

. Mr. N. M. Joshi: Tt is not a question of general policy.

mcw:m (Sir Hari Singh Gour): The Honourable Member must
toke my ruling.
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Mr. N. M, Joshi: Mr. Chairman, 1 do not question your ruling at all.
1 do not propose to teke the time in general discussion. 1 am only stating
in & vory few words ‘what my objection to the grunt is. My objection
is that this Department should be independent of the Railway Board.
Unfortunately the Department is placed under the Railway Board. An
Inspectar is placed ander the administrative contrel of the Railway Board,
but he has ‘o report on the saction of the Railway Board iteelf. That ie-
an anomalovs position ard on that account I cannot give a farthing to
this Department. _

Mr, 8. 0. Mitra: Sir, T should like to place the whole of the evidence
that is bofore the House taken by the Standing Finance Committee for
Railways. T find under the head ‘Inspection’ a demand for Rs. 1,000.
The excess grant ig due to larger payments of gratuities than were anti-
cipated. In Vol. IX—No. 6, you will find—J am reading from the proceed-
ings of the meeting of the Standing Finance Committee for Railways, held
on the 14th February, 1988:

“ The Committee met in Room No. 38 of the Council of State Sector of the Counoil

Houso at 5-10 r.u. The following members were present : :

Mr. P. R. Rau, Financial Commissioner of Réilways. Chairman.

Mr. G. Morgan, C.I.E. )

Muulvi Byed Murtuza 8ahib Bahadur.

Khan Bahadur Haji Wajihuddin.

Mr. Muhammad Yamin Khan, C.L.E.

The Committee approved of the following Demand being placed before the Assembly

for expenditure in 1933-34." : .

Then under Demand No. 2—*‘Inspeetion’’, they say in brackets:
““ In substitution of the amount of Ra. 11,000 approved at their previous meeting.”

The House will judge for itself. No explanation is ‘necessary here.
It may merely be said that in a previous meeting they after mature
deliberation with the belp of my Honourable friend, Mr. Yamin Khan,
eamo to the decision that there should be an approval of Rs. 11,000.
It is not known why they have changed Rs. 11,000 to Rs. 1,000.
As to the explanation, it was asked repeatedly by several friends what
time the previous meeting took in deciding the whole of the eurrent budget
and the supplementary budget. No answer was forthcoming. I do not
know what time they took after a whole day's work at 5-10 p.M. They
do not give any reason whatsoever. I therefore say that these papers
are & mere farce. Most of the space is taken by putting the names of
their members, with their titles before their names and after (Laughter),
but nothing about the actual demand. It is merely ‘‘approved’’. Why
is it altered from the previous demand sanctioned, we know nothing about.

Another point that I should like to refer in this connection is that
these' Supplementery Demands should not be placed ‘at ‘the' fag-end of
the Bession. My friend, Mr. B, Das, pleaded that otherwise it will be
an excess grant. Sir, wifat is. the purpose of placing these demands befors
this House now. The constitutional meaning, if there is amy, is this. .that
the House may have some control over the expenditure and the House,
through the Railway Board, may check this expenditure. *Then what is
the meaning of bringing forward these Supplementary Grants after the
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expenses hiave been incurred and when the financiel year is _nearly at an
end. This is really unsking this House to vote for approving an excess
grant, Had it been brought s few morths before, we could certainly have
appreciated it; though it is not possible to.ms.ke accurate estimates, and
us the year advances, there may be necessily for changing the estimates.
The demand for u Bupplementary Grant is a very legitimate one b‘uf‘s to
come with a Supplementary Demand when the whole year is over is 8
farce, because I think it deprives the House of any further power to
control the oxpenditure of the Railway Department. That js the reason
why I differed from Mr. Das, in that although it is o Supplementary Grant,
it is really & vote to approve of an excess grant.

As regards the Railway Finance Committee, I can only say that for
the eomstitution of the Public Accounts Comnmittee there is & healthy
rule that only: the Non-Official Members should vote in selecting the
Members for the Committee, while for this Committee, I think, nobody
can dispute that Government votes always overwheim the popular vobes.
1f, Sir, you go through the list you will be convinced, how many get in
through Government votes, although the strength of the non-officials is
more than 70, and the reasons for this state of affairs have been explained
by my friend, Mr. Neogy. o

Dr. Zisuddin Ahmad: Sir, I would like to draw the attention of the
House to cne point that the list of demands was printed on the 1lth
February, 1988. This meeting was held on the 14th February and the
papers wore printed en the 15th February. So practically the demands
which they wanted to ask were already in print four days before the Com-
mittee actually sat. Therefore they reduced the Standing Finance Com-
mittee for Railways practically to the level of what I may call the
Public Accounts Committee, and instead of taking the sanction in
advance they only underwent formalities and obtained the sanction for
the money which has alveady been spent, and therefore, I say there has
been the change of functions between Stending Finance Committee and
the Public Accounts Committee . . . .

Mr. G. Morgan: ¥s my Honourable friend insinuating that this printe’d
book was placed before the S8tanding Finance Committee and that they

had nothing to do but to sign the papers' placed before them by the
Finanecia! Commissioner? ¥ so, I repudiate it.

Dr. Ziawddin Ahmad: May I just know what ie it that the Honourable
Member is repudiating?

Mr. G. Morgan: I think I was speaking perfectly diatinctly. If mly
H?;xoure.hk friend kad listened he would probably have heard what. I
said.

Br, Zisuddin Ahmad: I did not follow what he said, I am sorry.

. Mr. G Morgan: T may have mistaken the Honourable Member, but
it seemed $o me from his remarks that he meant we practieally were
faced with a printed statement from the Finameial Commissioner snd alf
we had to do' was to say “‘yes”. That was not the case. Every poimt
was discussed. . ‘ ‘
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Dr. Zianddin Ahmac: I aw sorry, my Honourable friend has -entircly
misunderstocd me: I had nothing to. say .against the Ceromittee. What
1. attacked—and whet 1 do attack even now-—ig the method by which
the Finaneinl Conunissioner and the Rsilway Bourd are condueting the
affairs of the Standing Finance Committee. That is really my :object. It
any sdditional expenditure has to be incurred they ought to bring it before
the Btanding Finanee Committee for their sanction before the expenditure
is incurred so that the function of the Standing Finance Committer may
not practically be ehanged into that of the Public Accounts Committee.

Mr, K. 0. Neogy: Sit, I am sorry to question she accuracy of any
statement made by tlie Honourable Member-in-Charge, particularly when
such statement is based on information given by my friend, Mr. P. R. Rau.
He stated that in not giving the details of the discussions of the Btanding
Finance Committee in its published proceedings, the Committee was merely
followirig the procedure that was all along its rule, but I have in my hmgl
a few volumes, which I took up at random, of the various proceedings. I
find that in most instances the detsiled memorande prepared by the Rail-
way Department which were placed before the Committes did form part
of the proceedings themselves, and if the proceedings themselves were
somewhat brief they referred to these memoranda when they suid that
any domand put forward by the Railway Department had been approved.
| Even in the case of supplementsry estimates I find that there

FM- gre certainly more details given in the previous proceedings
than bas been the case in this instence,

Mr, P. R. Rau: Bir, my Honourable friend wbo has just spoken is
usually 8o aceurate in his quotations and facts that there is no necessity
ordinarily for Members on this side to ask him to verify them. But I am
afraid he has been misled this time by the fact that he looked only at
volumes 5 and 6 of the proceedings. If he had done the Standing Finance
Committee the honour of looking at the earlier proceedings he would have
found that memoranda of the nature—I do not know whether he com-
plained of them or whether he appreciated them—that appeured in the
past were placed before the Committee in the previous four meetings of
the Committee and T am quite prepared to make a present of these four
volumes to him now in ease he wants to study them. I understand that.
the proceedings of these meetings have not been circulated to the House;
if 8o it in a mistake, and I shall be very glad to have them circulated at
once just as proceedings of the General Standing Finance Committee are
circulated . . . . .

\

Mr. K. 0. Neogy: May I request my Honourable friend to give me n
~definite reference to the memorandum bearing on this partioulsr demsnd
which we are now discussing?

Mr. P. B, Rau® T belicve that formerly also there was no scparate
memorandum on each demand placed before the Standing Finance Com-
mittee. The draft book of demands was the memeorandum placed hefore
the Standing Finance Committee which they criticised and. altered if th.ey
‘go-desired. The only other point that T should like 4o memtion s the point
taken by my Hongurable friepd, Mr. Mitra, about the change of Re. 11,000
into Rs. 1,000. Here I think T must plead guilty to not having éxplained
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in my opening speech the necessity for this change. But I had explained
it fully to the Standing Finance Committee for Railways. The position
" was this: that after they had agreed to the original supplementary demand
of Rs. 11,000, it came to our notice from estimates sent to us by the
various Government Inspectors that while the tota] of .expenditure remained
the same, the distribution of that expenditure between non-voted and
‘voted was altered and consequently the voted portion of the expenditure
was Rs. 10,000 lower and the non-voted portion Re. 10,000 higher. I
thought that seeing that we wanted only Rs. 71,000 for the voted portion
of the expenditure it would not be proper on our part to come to the House
and ask for Rs. 81,000 merely because our original calculation was that
Rs. 81,000 was required and the Standing Finance Committee had approved
of it. ’ '
Mr. B, V. Jadhav: Sir, I was wondering why Nos. 5 and 6 only were
put in our hands and what Nos. 1, 2, 8 and 4 contained; but now the
Honourable the Financial Commissioner promises to lend us those four
volumes. I shall propose that this House should get time to go over those
proceedings and therefore the further proceedings in regard to these Supple-
mentary Demands should be postponed to some other future date in order
to give us facilities to study those documents.

The Honourable Sir Joseph Bhors: I have only to ssy, Sir, that the
Government cannot consent to this indefinite postponement.

Mr. Ohairman (Sir Hari Singh ‘Gour): Motion moved that a supple-
mentary sum not exceeding . . . . ..

Dr. Ziauddin Ahmad: On o point of order, Sir. The motion' moved
is that the considerstion should be postponed till all these papers have

been supplied.
]

Mr. Ohairman (Sir Hari Bingh Gour): I take it it was not a motion,
but a mere suggestion. Did the Honourable Member merely make a
suggestion or did he move a motion for adjournment?

Mr. B. V. Jadhav: I made an adjournment motion.

Mr, Ohairman (Sir Hari Singh Gour): The question is:
“ That the dobate be adjourned.” ‘ ‘
The motion was negatived.

Mr. Ohairman (Sir Hari Singh Gour): The question is:

“ That a supplementary sum not excoedirig Rs. 1,000 be granbed to the Gévernor
QGeneral in Council to defray the charges which will come in course of payment during
the year ending the 31st day of March, 1933, in respect of. ‘ Inspection’.”

The motion was adopted.

Avpir.
Mr, P. R. Rau: Sir, I move:
“That a leraentary sum not ex ng Rs, 24,000 be granted to the Governor

General in Council to defray the ch which will come in course of ent duri
the year ending the 31at day of March, 1833, in respect of * Audit*.” pryment dirne
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8ir, in making this motion I might briefly explain that a part of the
expenditure ie due to certain unexpected payments of gratuity and another
art to excess leave salaries on account of more officers going on leave.
he position under this grant is more complicated than under other grants,
because quite a good many of the staff here are interchangeable with the
ordinary civil audit which comes under the general Demand No. 28 and
Demand No. 8, Railways. Consequently, it i8 more difficult than usual
to frame any accurate estimate of leave salaries.

Mr. B. V. Jadhav: Sir, ona point of information. The amount
mentioned here is Rs. 28,000 plus Rs. 10,000, .while the demand made
is for Rs. 24,000 .. ..

Mr. P. B. Bau: May I ask my Honourable friend to read the
explanation given in the second part of that Note which is thet the
" ubove excess is counterbalanced to a certain extent by larger sums
recovered than anticipated from the emergency deductions from pay.

Mr. Ohairman (Sir Hari Singh Gour): Motion moved :

W% That a supplementary sum not exceeding Rs. 24,000 be granted to the Governor
General in Council to defray the charges which will come in course of payment during
the year ending the 31st day of March, 1933, in respeot of ‘ Audit *."* .

Lieut.-Colone] Bir Henry GHdney: Sir, while sympathising with the
Honourable Member in the difficulty which he has expressed, I fail to
see why the Railway Department, which is supplied with such an
elaborate system of Audit and Accounts, should not be in a position to
make more accurate forecasts, That, Bir, is by way of. opinion,

. What I desire to seek information on is this. The amount in this
Demand comes under two heads,—excess of leave salaries and. excess -f
gratuities. An explanation is given in the foot-note which, .on: reading,
I find, is tantamount to robbing Peter to pay Paul. I should like the
Honourable Member to inform this House as regards this enormous sum
of Rs. 23,000 for leave salaries,—what ig the strength. of the Audit Officers,
snd what is the strength of the subordinate Audit Officers? What is
the leave reserve of the Audit Officers, and what is the leave reserve:of the
subordinate officers? How many Audit Officers are on leave today in
India and how many in Europe, and how many subordinates are on
leave? Moreover, what proportion of this sum of Rs. 28,000 refers to
officers on leave and what proportion refers to subordinates on leave? If
the Honourable Member will give us some information about these
matters as to how he arrives at this enormous excess demand, I shall
be satisfied.

Mr. 8. 0. Mitra: 1 find, Sir, in the supplementary demand on the
right hand side that the oxcess -is due to the following: (1) to ensure
more officers and subordinates going on leave than expected, and (2) to
certain unexpected payments of gratuities. The above excess is counter-

. balanced to a certain extent by larger sums recovered than anticipated
" from the emergency deductions from pay. The -Btanding Finance Com-
mittee for Railways has agreed to this Supplementary Grant being. placed
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before the Assembly, vide proceedings of the Standing Finance Committce
“for Railways, Vol. IX, No. 5, and it is said here in this Volume that
it has been approved. ...

Mr. Gaya Prasad Bingh: That Volume consists of only one sheet.

Mr. 8. O. Mitra: Yes, it has been shown several times to the House
that this Volume means only one page.

Now, a8 regards the contention of the Financial Commissioner that
this is the procedure they were observing for the last few years and that
ke was merely following a time honoured precedent, I shall take sorhe
time of the House in showing conclusively that that statement is not
correct . . . .

Mr, Ohairman (Sir Hari Singh Gour): The House now stands adjourned
"1ill Half Past Two. :

ol Tl?e Assembly then adjourned for Lunch till Half Past Two of the
ock.

.
)

The Assembly re-assembled after T.unch st Half Past Two of the
Clock, Mr. Chairman (8ir Hari Singh Gour) in the Chsir.

Mr, 8. 0. Mitra: When the House rote for Lunch, I was discussing
about the procedure of the Standing Finance Committee for Railways
and their reports. It has been said from the Government side that
in this matter they were merely following old precedent. T ghall presently
show that that statement is not correvct. In the estlier vears, there
was an elaborate report of the proceedings of the Standing Fingnce Com-
mittee. To give an instance, I am referring to the proceedings- held
at Delhi on the 24th January, 1925, which are reported in three pages.
and then on the 8th February, 1925. If 1 read a few sample pages,
the House will understand . . .. ‘

Mr. Chairman (Sir Hari 8ingh Gour): I understood the Honourable
Member for Commerce gave an assurance to this House that in future
a fuller report of the proceedings of the Railway Finance Tommittee
would be recorded. :

The Hcnourable 8ir Joseph Bhore: I grve such ap assuranes.

Mr. 8. O. Mitra: In view of that, I have nothing more to say.

Mr. Ohairman ;: The question ‘is:

“That a supplementary sum not exceeding Rs. 24,000 he granted to the Governor
General in Couneil ¢o defray the chargea which will some in courss of pdyrent during
the year ending the Blst ‘day of March, 1933, in respeet of ' Audit *.” A

"he motion was adopted,
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Working ExPENSES—ADMINISTRATION (COMMERCIAL Lines),

ki .
. Mr. P. R. Rau: Sir, I mavo:

“ That & supplementary swmn not exceeding Rs. 12,50,000 be granted to the Governor
General in Counuil to defray the charges which will come in course of payment during the
year ending the 31st day of March, 1933, in respect of * Working Expensea—Administration
{Commercial Lines) *."” '

The reasons for this excess have been fully explained in the memo-
randum which is placed before the House. Practically the entire demand
is due to the fact that our estimate of the emergency deductions from
ypay proved to be an underestimate. A contributory cause was the fact
that gratuities due to discharges and voluntary retirements proved to ba
higher than we had anticipated. I should like to say only one word about
this over-estimate of the emergenoy deductions fromn pay. This estimate
wag based on inadequate information and had to be dong in & hurry in
crder to prepare the Budget Demands in time. That is, 1 think, the
main reason for this over-estimate. Another contributory cause. was—
I would not lay too much stress on this—the fact that, later on, when
we came to work the detailed rules, we provided that workshop staff whe
had already suficred by reason of short time working in the workshops
would not be subject to the same cut as they would have been if they
had not been kept on short time; We provided that any member of the
workshop staff who had already lost more than 23 hours a month would
ot be subject to the cut. )

Mr., M. Maswood Ahmad (Patns and Chota Nagpur cum Orissa:
Muhammadan): I want to know whether this estimation concerns any
particular Railway or all the four State-managed Railways and Company-
‘managed Railways as well,

Mr. P. R. Rau: This over-estimate was framed by the Railway Board
.and must be taken to be on all Railways.

Mr. Ohairman (Sir Hari Singh Gour): Motion moved :

* That & supplementary sum not exceeding Rs. 12,50,000 be granted to the Governor
General in Councﬁ to defray the charges which will come in course of payment during the

ear ending the 31st day of March, 1033, in respect of * Working Expensege—Administration
{Oommercial Lines) *.”

Dr. Ziauddin Ahmad: This Supplementary Demand was originally
eatimated at 12,25,000 and 5,50,000. A note is added saying that a
part of this is expected to be counterbulanced by savings in other
directions. 8o that, the savings in other directions are expected to be
utilised in order to pay a.part of this extra expenditure under these
two heads without the sanction of the Railway Finance Committee.
The point I should like to make is that the savings in other directions
ought to be sufficient to pay the entire cost, not only a part of it, but
the whole of it. In this connection I may quote from the explanatory
‘Memorandum which says in paragraph 13: o

“ Owing to the chenges in accounting procedure introduced in 1032-33 as & result
ol'whiomnaiin items of t;xponhd‘i;u:mgl:';ualyb shown iu“ydor'admi:!hmﬁon‘ wmt:
transferred 40 opevetion other than. ' it ia nevesssry £61 purposes of ‘comparisen
mmc&'mw?&ha." ) o : LN

o
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Therefore, in my remarks I will have to include Demand No. 4 and
Pemand No. 5 for the rousons already mentioned in thig explanatory
memorundum. The first thing is that under the head ‘‘Administration
and Operation other than Fuel”, I explicitly omit fuel, because it has
been discussed on the occasion of the Railway Budget. Under the
heading of ‘' Administration and Operation other than Yuel” 1 notice that
there has been & very great difficulty in estimation, not only now, but
all the time. In the year 1931-32, under these two headings, their
estimate wus 29'85 crores, but the actual expenditure was 8064, Jn
the year 1982-88, the estimate was 28'14 the actual was 20°72, and thig
year also the estimate is 20°48, and unless extraordinary stepg are taken
{0 have some kind of economy, this year also it is bound to rise.
Therefore, I should like to point out that this over-expenditure is not
due to the strenuous circumstances this yesr, but it is the habit of mind
of the Railway Board, because they are perfectly certain that whatever
they demand would be sanctioned by the procedure now followed in the
Standing Finance Committee and in the Arsembly,

Sir Muhammad Yakub (Rohilkund and Kumaon Divisions: Muham-
madan Rural): Have the Railway Board got any mind?

. Dr. Ziauddin Abmad: I stand corrected. They are soulless people.
Now, the incurring of extrs expenditure 1s a thing which is not very
unusual with the Railway Board. Then, there is another item ‘‘Other
Expenses’’, and a very paltry sum is provided under that heading,—
one crore and 12 lakhs—for this year. Nothing has been given to show
what this head includes, and I may just ask whether, from this paltry
sum of over a crore of rupees, it was not possible to make savings here.,
Now, the other items under which savings could have been effected were
pointed out by the Opposition side from time to time. For instance,
-one method of saving, which could have been effected and which the
Railway Board did not make use of, is the amalgamsation of the higher
staff of the East Indian and Eastern Bengal Railways,

Mr. Ohalrman (Sir Hari Singh Gour): Order, order. The Honour-
able Member is perfectly aware of the very limited scope of discussion
under this head. These demands relate only to “‘emergency deductions
and gratuities”” and, consequently, as the Honourable ‘the Financial
Commissioner hag pointed out, there was an erroneous ecalculation, an
over-caleulation necessitating the correction of it by the addition of these
sums. The question of amalgamation, which is a question of poliey,

‘eannot ‘be discussed under these heads.

Lieut.-Oolone] Bir Henry @Gidney:  Sir, do I understand from your
ruling that ‘‘Administration’’ does not come under ‘‘Policy’ or ‘‘Policy":
does not come under ““Administration’’ ?. '

Mr. Ohairman (Sir Heri Singh Gour): ‘An' emergency cut: dves aoé
gome under policy. .

under 2 = o

2

..
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Mr. Chairman (Sir Hari Singh Gour): Order, order. I am not here
{v answer questions,

Dr. Ziauddin Ahmad: The poini I wanted to make out was that the
Ruilway Board had already met a part of this unforeseen expenditure by
savings in other directions und I want to say that they could have
et the whole of $his cost by wiser administration in other directions
_and thaet thig they have failed to do und that, therefore, we should not
w»ote this Demand. Then, I am going to point out in what manner
-thess suvings could have been effected under this head. The Members
.of the Assembly suggested various methods during the discussion of the
Railway Budget and, if any of these things had been adopted, there
could have been substantial savings under the other itemg included in
these particular Demands, Nos. 4 and 5, and, in that case, there would
not have been any necessity for the Railway Board to come up to the
Assembly for the additional grants. Now, one point was made out by
iy Honourable friend, Mr. Joshi, the other day—unneccessary accom-
modation for the first and the second class passengers.  Had - they
xemoved these higher carriages .. .. '

Mr. Chairman (Sir Hari S8ingh Gour): Order, order. I must once more
call the attention of the Honourable Member to the fact that he cannot
sidetrack the warious issues we have got here and that he cannot
again revert to the general discussion on the Railwny Budget. He
must confine himself to the very specific demand before the House, vis.,

that arising from an error in the calculetions of emergency deductions
-and gratuities.

Dr.: Zisuddin Ahmad: It is really the same. Bir. I raise the point
whether it was possible for them to meet this additional demand in other
divections. May 1 ask, whether this is' in order or not?

Mr. Chairman (Sir Hari Singh Gour): The Honourable Member is
perfectly in order in saying that there is no occasion for coming up for these
Supplementary Demands as there were other channels for retrenchment;
but, as long as he confines himself to that point, he would be in order. If,
however, Le makes suggestions for the purpose of changing the whole
policy and administration of the Railways, on the ground of either economy
or general convenience, then the matter goes against the ruling whick: has
been given in this House by the present Chairman and his predecessors.

Dr. Ziauddin Ahmad: T bow to your ruling, but my point was to mention
the specific instances ugder which economy could .Lave been possible and
to stote that the Railway Board never utilized it. If this is ruled out,
then the only point wkich is now left is the arithmetic of these figures and
there would {re very little room for discussion. '

Mr, Myhammad Yamin Xhan: Is it possible for the Financial Commis-
#ioner to appropriate money which Le saves from the other heads without
<oming up to ssk for the sanction of this 'H‘ouso? .

X ! ig e L
" Pr, Zhanddin Ahmad: Well, here it és a_t:tedtthnﬁ_ part of th*;is mcﬁd
16 ho, countarbalenced by wavings in otker directions, My point is t 8
W14 o8 {t wuld have heén doge.in .t?his,ngmm w0 iﬁmm.wq
A AR R AR RN : ? e v : .
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out any case, then I leave it at this stage: but I would like to mention—

and this is the only point wkich con be emphasised under the restricted
‘conditions imposed by you, Sir . . .. ‘

Mr. Ohairman (Sir Hari Singh Gour): The Honourable Member is
perfectly in order in showing that whatever may have been the misealeula-
tion, there were other channels from which savings could have been effected

and tkat, therefore, there was no occasion for coming up before this House
with a Supplementary Demand,

_Dr. Zisuddin Abmad: Thank you very much, Sir. I restrict myself to
this point that these gratuities, 1 understand, are given to those persons

wko are retrenched for the sake of economy, before they have completed
their full service. '

Mr. P. R. Rau: Not exactly, Sir. These gratuities are gratuities given
to all railway staff whether on the expiry of their normal service or normal.
age or are retrenched on other grounds,

Dr. Zisuddin Ahmad: Do I understand that gratuities are given to those:
persons also who .retire after completing their full service?

Mr. P. R. Rau: Yes.

Dr. Ziauddin Ahmad: I understand they arc given ta those persons only
who are forced to retire. That is my only point. In this particular case,
tke economy that could have been effected had not been effected. I think,
by wiser administration, it would have been possible under the heading
““Operation and Administration”” to make a substantial economy, and I
hope ‘they will be able to reduce the ‘amount next year when the report of
tLe Popc Committee is received, and will not come to the Assemhly for
an additional grant for the year 1933-34.

Lieut.-Colone] 8ir Henry Gidney: Sir, I want to ask the Honourable the
Financial Commissioner a few questions in regard to this demand. There is
an item—'‘gratuities being higher than anticipated as a result of discl.arges
and voluntary retirements’’. Do I understand from this demand that it is
- direct result of the retrenchment policy the Railway Board has been com-
pelled to undertake witkin the past years of stringency? Again, it is said
that the cmergency is due from payment being loss than estimated. 1
would like to nsk the Honournble Member to further elucidate the point.
Let us know really what he means by tkis. He introduced this demand
with a very few remarks which certainly did not convince me. Apart from
these considerations, I join with my. friend, Dr. Ziauddin Abmaod, in the
criticisms he has made. T do consider—indoed, T am convinced—that the
Tailway Board had ample opportunities which they have utterly neglected
by meuns of which they could have effected considerable economy and
thereby not have found themselves today in.the position of beggars demand-
ing ‘Supplementary. Grants. Tn making this eriticiem I have no_intentign.
of opposing this demand, because this money has ‘been expended and thie
House has no option but to pass it. But this habit of coming to this:

892



- DEMANDS ‘FOR SUPPLEMENTARY GRANTS IN RESPECT OF RAILWAYS. 1337

House with supplementary grants wittout adequate reasons is not & desir-
able onc as you yourself, 8ir, so rightly put it when I asked you for s
suling and not “‘a question”. The Financial Commissioner said it was
due to an error in caleulation, I think myself that the Honourable the
Financial Commissioner should protect himself in the future from these
errors of calculation. Errors of calculation are often unavoidable and sre
the outcome of uncontrolable contingencies, but there are other errors which
are avoidable and I place this demand under this category of errors. This
could Lave been avoided had the Railway Board exercised more care and
paid more attention to economy and retrenched moro than they have dcne
not so much in their own staff as in other directions which were stated
by my friend, Dr. Ziauddin Ahmad. If I am not transgressing the order
of the Chair on this matter, I would repeat the point which is a very vital
one and which was very strongly recommended by the Retrenchment
Llommittee on Railways, namely, the amalgamotion of these two Railways.
Bir, it is not only the amalgamation of these two Railwavs ons wants,
but there are other points directly or indirectly concerned with the amul-
gamation of other Railways which deserve attention. I join forces with
my friend in saying that besides these there are many other channels by
which the Railway Board could have economised. We are, however,
fortunate in having today an Honourable Member in charge of Railways
who Las given this House many assurances and promises. I hope these
promises will be fulfilled because the cost of damages against a breach of
promises in this House is o very heavy one. I am sure the Honourable
Member who has the confidence of all parties in this House will see thati
what he hag eaid and promised is put into practice at a very early date
and that he and his Financial Commissioner will Lave a happier story to
tell this House next year when he presents his supplementary grants for
Railways.

Mr, Chalrman (Sir Hari Singh Gour): The question is:

“ That a supplementary sum not exceeding Rs. 12,80,000 bo granted to the Governor
Genoral in Council to defray the charges which will come in conrse of payment during the
year ending the 31st day of March, 19§3, in respect of * Working Expenses—Administration
(Commercial Lines)’.” ‘

The motion was adopted.

_APPROPRIATION To THE DEPRECIATION FuUNnD,

Mr. P. R Ran: Sir, I move:

“ That a supplementary sum not exceeding Rs. 6,00,000 be granted to the Governor
(eneral in Counoil to defray the charges which will come in course of payment during the
%ear em'lmg tho 31t day of March, 1933, in respect of ‘Appropriation to the Depreciation

und *."

‘Here the additional sum required is entirely due to the fact that on
the North Westgrn Railway for the last four years mo contributions were
adjusted in respoct of certain electric nssets and the mistake having been
corrected this year, there was an ndditional amount of about 12 lakhs to
be ‘paid into the depreciation of this account as s consequence of which
there is likely to be an excess. But for this we would not have require_t_l__
an.additional grant under this head. i :
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Mr, Ohairman (Sir Hari Singh Gour): The queation “is:

‘‘ That a supplementary sum not excesding Rs. 6,00,000 bo granted to the Governor
General in Council to defray the charges which will come in course of payment during the
g‘e‘tdendjng the 31st day of March, 1933, in respect of * Appropriation to the Depreciation

uny

1)
.

The motion was adopted. ‘

ArPROPRIATION FROM DrpRreciatiox Fuxp.
Mr, P. B. Rau: Sir, I move:

“ Thn.tasnsplement sum not exceeding Rs. 1,75,37,000 be granted to the

Governor General in Oouncil to defray the charges which will come in course of payment

during the year ending the 31st day of March, 1933, in respect of *Appropriation irom
Depreciation Fund ',” '

~ The present estimate of the Railway deficits exceeds our Budget
estimate. We are not asking for any sum for the ordinary expenditure
on works which is dobited to the Depreciation Fund.

Mr. Chairman (Sir Hari Singh Gour): Motion moved:

“ That a supplementary sum not exceeding Rs. 1,75,37,000 be granted to the Governor
General ih Council to defray the charges which will come in course of paymont during the
yoar o’n'(.ling the 81st day of March, 1933, in respoct of * Appropriation from Depreciation
Fund’, .

Dr. Ziauddin Ahmad: I would like to ask one or two questions in con-
nection with this demand. In the first place, I want to know whether
iLis money is token as a loan from the Depreciution Fund or it is.only
an appropriation and there is no intention to pay it back to the Depre-
ciabion Fund? "The second question is whether thia money is borrowed ab
& fixed rate of interest and whether tley really mean to pay the interest
as well as the capital?

Mr. P. R. Rau: Sir, I would like to explain i reply to the questions
put to me by my Honourable friend, Dr. Ziauddin Ahmad, that our inten-
tion is that the repayment of these loans from the Depreciation Fund will
be the first charge on future surpluses. In the second place, this loan is
at presont interest-free. The reason is that the interest which is paid on
balances of the Depreciation Fund, which is with the general revenucs ab
present, is credited to Railway revenues and not to the Fund itself, so
that if you charge interest, it will only mean that the amount will be
credited to Railway revenues and will be debited to Railway revenues, the
effect being the same as the present method of not charging any. interest

on these advances. !

Dr Ziauddin Ahmad: So, this money has been takeng,away as & kind
of debt of honour withoup interest. ’ ‘

Lisut.-Colonel 81y Henry Gidney: Will the Honoursble Member inforts
‘the House whether thLis money is really with Railway revenue or s, it
merged in the revenues of the country?
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Mr. P. R. Rau: I am afraid I do not quite understand my Honourable
friend'® question, but these sums were appropriated from Railway revenues
snd deposited in a fund which is at present merged in the general ways
and meang balances of the Government of India.

Mr. Ohsitman (Sir Mari S8ingh Gour): The question is:

“ That & supplomentary sum not exceeding Rs. 1,75,37,000 be granted to the Governor
QGaneral in Counadl to defray the charges which will come in course of payment during the
”.;fa gn’siing the 31st day of March, 1933, in respect of ‘ Appropriation from Depreciation
B A

The motion was adopted.

STRATEGIC LINEB—WORERING EXPENSES AND MISCELLANEOUS.

Mr. P. BR. Rau: Sir, T move:

* That a supplementary sum not exceeding Ra. 2,609,000 be granted to the Governor
General in Council to defray the charges which will come in course of payment during
the year ending the 31st day of March, 1983, in respect of ‘ Strategic Lines—Working
Expenses and Miscellaneous '.” ’

The explanation, for this excess is the same as the explanation that I

3 pa, BOVO with regard to the excess under demand No, 4. To the

™ extent of Re. 2,50,000 it is due to the fact that our estimate of

the emergency deductions from pay proved to be an over-estimate; and the

balance is due to the fact that the amount that we estimated to pay to

the Income-tax Departient in respect of exemption and surcharge of rail-
way staff proved to be an under-estimate to a slight extent.

Mr. Chairman (Sir Hari Bingh Gour): Motion moved :

“ That a supplementary sum not exceeding Rs. 2,860,000 be granted to the Governor
General in Counoil to defray the charges which will corae in course of payment during the
year ending tho 31st dey of March, 1933, in respect of * Btratogic Lines—Working Expensos
and Maaeeﬁmms A

Maulvi Sayyid Murtuza Saheb Babadur  (South Madras: Muham-
madan): Sir, as regards this demand, I have to say a few words. DBefore
doing that, I have to thank my Honourable friend, Mr. Gaya Prasad
Bingh, for having showered some encomiums on me saying that I command
the confidence of the elected Members. Sir, I thank bim and those
who hold the same view. I may, at the same time assure them that I am
trying in my humble way to rrove worthy of that confidence. As regards
one point, I should make my position and the position of my Honourable
friend, Mr. Rau, quite clear. The day, Sunday, was objected to by some
of the Members and we, the Muslim Members, are in a way responsible
for it. TFirst of all, when we met in Calcutta, our Honourable friend was
courteous enough to ascertain from us whether Friday would suit our con-
.venience and we said that Friday being our Sabbath day, on which we had
to perform our Jume prayers, it would be convenient if he could arrange
the meeting on some other day. 80 it was that he fixed Saturday, but
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on account of the inconvenience of another colleague of ours,.Mr. -Morgan,
he had to change it to Sunday. . Bir, if any colleague of ours is to be found
fault with for his accommodating tendency, we may level some charge
against our friend, Mr. Rau. But for his accommodating tendeney he
would have, without esking us, changed the date to either Friday or
Saturday.

Then, as regards this demand, I have to ask one thing from my
Honourable friend, the Member in charge, whether he is prepared to debit
this charge to the Military Department in consultation with his colleague,
the Finance Member. There was some objection raised in this House a8
also in the other House that this was a proper charge on the military and
not on the civil side. I had no occasion to take part in the general discus-
sion, but now I avail myself of this opportunity and ask my Honourable
friend, Sir Joseph Bhore, whether he is prepared to go ahead in that
respect, that is to say, to charge this not to the Railways, but to the
military.

The Honourable 8ir Joseph Bhore: Sir, so far as the limited question
is concerned, which was put to me by my Honourable friend, I think he
and the House will realise that I could not at once on the floor of the
House give a definite aye or nay to a question of this importance which
has on more than one occasion engaged the attention of the Government
of India. There are certain matters connected with Railway charges in
which the Military Department is concerned which are at the present
moment engaging the attention of the Government of India. One of them,
for instance, is the question of giving preferential rates to the Military
Department. That question is certainly engaging the attention of the
Government of India. 8o far as we are concerned,—and I am spesking for
the moment as spokesman of the Railway Department,—I should certainly
like nothing better than to see increased income, but there are other
Derartments of the Government of India vitally concerned in this matter,
and the House will realise that I could not commit mvself one way or the
other. Naturally, Bir, o matter of this importance could not be pronounced
upon without the closest consultation with my Honourable colleagua, the
Finance Member. But I shall most certainly consult my Honourable
colleague in regard to this and all other matters which refer to the question
of the incidence of Railway charges and expenditure so far as tho other
Dopartments of the Government of India are concerned.

Mr. Ohalrman (Sir Hari Singh éour): The question is:

‘“ That & supplementary sum not exceeding Rs. 2,68,000 be granted to tho Governor
General in Council to dofray the charges which will come in eourse of pavment during the

year onding the 318t day of March, 1983, in respoct of ‘ Strategio Lines—Working Expensea
and Miscellaneous ’."

The motion was adopted.

The Assembly then adjourned till Five of the Clock.
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The Assembly re-assembled at Five of the Clook, Mr. Chairman (Sir
Hari Singh Gour) in the Chair.

THE BUDGET FOR 1933.34.

The Honourable 8ir Goeorge Schuster (Finance Member): The story
which I haveto tell this year of the public finances of India
is a simple and—viewed merely as a matter of public finance—
s satisfactory one. The emergency plan which we introduced in September
1931 was designed to produce budgetary equilibrium for the two years
1931-32 and 1932-33, and now as we approach the end of the second of
these two years and take stock of the position we can confidently say that our
plan has worked.

2. Summary of results for 1931-32 and 1932-33.—Let me briefly summarise
the position. The results for the year 1931-32 turned out to be nearly two
crores better than I anticipated in my Budget speech last Maroh, and the
accounts for the year showed a deficit, after providing nearly 7 crores for
Reduction of Debt, of 11§ crores.

For the current year (1932-33) our latest revised estimates indicate that
our Budget forecast of a surplus of 215 lakhs will be almost exactly realised,
and that the surplus—after providingagain nearly 7 crores for Reduction of
Debt—will be 217 lakhs.

The results for the two years combined thus show a total budgetary defici§
of 9-58 crores against which may be set the total provision made for Reduction
of Debt of 1373 crores. We may therefore say that in the two years from April
1, 1931 to March 31, 1933, which I think may be fairly described as the two
most difficult years for public finance that the world in times of peace has
ever known, we shall not only have paid our way but have provided a net
sum of 4 crores, 15 lakhs for the Reduction of Debt. I think that this result
is one which is a legitimate cause for satisfaction, and which amply justifies
the great improvement in the credit of the Government of India which
the recent rise in our security prices has shown.

3. It is interesting to make a short comparison between these results and
the forecasts which I gave when I introduced the emergency plan in September
1931. We then anticipated, after allowing for the normal provision for
Reduction of Debt, a deficit of 1017 crores for 1931-32 to be followed by a
surplus of 5-23 crores for 1932-33, and that the net amount available for the
Reduction of Debt in the two years, after allowing for the deficit on the
combined results, would be 9:11 crores. As I have just shown, we now
anticipate that the net figure available for the reduction of debt will be 4-15
crores, 80 that we are about 5 crores below our original estimate for the two
Years. As the combined amount involved in the two Years is about 260
crores on ocach side of revenue and expenditure, I think we may claim that
our forecast showin% a variation of only 2 per cent. from the result was,
considering the complete instability of the time, fairly near the mark.
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It is also interesting to examine where the main differences from-.oue
estimates ocourred. Revenue for the two years is 1)-42 orores less than wns
forecasted, but expenditure was also less than the estimates by 5-78 crores.
The reduction in expenditure is accounted for largely by savings in interest
‘charges owing to the improvement of Government credit and the cheaper
money oonditions which have supervened; but there has also bheen a
renlisation of administrative economies beyond what we felt safe in hoping
for last year. I ghall deal later in greater detail with the position as regards
expenditure, but Honourable Members will, I feel sure, regard it as satis.
factory that the figures for these two years should show such a substantial
reduction as compared with our estimates.

Table summarising Budgetary forecasts and reeults for 1931-32 and 1932-33.

(In Jakhs of rupees.)
Expendituro ' Provision | Surplus of
(including rreduction |  recoipts
provision | Burplus or over
— Revenue. (for roduction or avoidance | expenditure
or Defloit. of debt other than
avoidance | ineluded in | Reduction
of debt.) expenditure.| of Debt.
Emargency budgob—o
1931.32 . . 1,26,13 1,36,30 —10,17 8,90 —-3,27
1082.38 . . 1,33,08 1,27,83 +5,23 7,156 +12,38
Combined result for g
both years . . 2,69,19 2,64,18 —4,04 14,05 +8,11
Estimate at Budgetb
Boasion, March 1932— ,
1031-32 (Revisod). 1,20,77 1,34,43 —13,66 i 6,89 —8,77
1932-33 (Budget) . | 1,29,96 1,2781 | 42,15 ; 882 |  +897
Cowbined result for \
both years . . 2,50,73 2,02,24 —11,51 18,71 +2,20
Present estimatos—
| 193132 (Actuals) . | 1,21,64 1,33,39 | —11,75 6,89 —4,88
1932-33 (Revised) . 1,27,18 1,24,96 +2,17 6,84 +9,01
(lombinod reault for - i
both yeurs . . 2,48,77 2,68,36 | ~—9,58 ~18,78 +4&,16
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4. Erpectations for next year (1933.34).—With a 'surplus of 217 lakhs
anticipated as the final vesult for the eurrent year, the next queation is whether
we can expect a repetition of such a surplus next year. In order to explain
the answer which I have to give to that question it is necessary to analyse
the factors which have contributed to the current year’s result, and to review
the gencral economic position. In anticipation of this examinationI may
remind the House of ome important feature in the position, namely,
that our revenue during the past 18 months has been specially augmented by
the process of abolishing the salt credit system, the effect of which has been
to give us the equivalent of two years’ duty on credit salt in the space of
‘18 months. As a result we have benefited during 1932.-33 by a special non-
recurring addition of about 150 lakhs to our revenue. That of course drops
out next year.

6. Economic position.—The general features of the economic position
are 80 well known, and 8o closely resemble those which I had to describe last
year that I need not deal with them at length. Again, a3 last year, I can say
that the monsoon was fairly normal for India as a whole, and that so far as
climatic conditions are concerned India might have been enjoying a year of
normal prosperity*. Agaiin, as last year, I can say that world economic:
conditions have been the overriding factor, and that India’s trade and
purchaging power have heen suffering from the terrikly low levels to which
prices and demand for commodities have declined. In the latter respect the
ourrent year has touched still lower depths. Last year it seomed reasonahle
to hope that a move would be made to settle the world troubles, and that with
the detachment of sterling from gold we might see a substantial rise in prices
for commodities at least in terms of sterling and of the currencies linked with
sterling. Unfortunately neither of these hopes has been realised. A good
gtart was made at the Lausanne Conference in June, and the provisional
agreément then achieved, which would have resulted in the removal of the
disturbing factor of Reparation payments, spread at the time a feeling of
justifinble optimism. But unfortunately the possibility of executing thia
agreement depends on the balancing cancellation of war debts, and for this
problem there is no solution yet in sight. Indeed, except among the nations
of the British Commonwealth, for which within their own area the Ottawa
Agreement holds out hopes of improvement, there has been no advance
towards that international co-operation which is so badly needed ; and for the
world in general it is unfortunately true to say that there has been not only
no quickening up of the normal flow of trade, but on the contrary the
restrictions whicﬁ so many countties have been forced to impose om
trade and exchange in order to maintain their balance of payvments have
operated still further to check the international exchange of goods. As
regards prices, the anticipated rise in rupee and sterling prices has not
moterialised. The position, broadly speaking, is that, after an initial rise,
prices towards the end of the period under review showed again & falling
tendency, with the result that although the average level of prices on the
bagis of which India’s exports during 1932 were sold is slightly higher than
during 1931, the general level of prices at the end of the year had fallen below
this average. The most that one can say is that countries with currencies

R S

* The monsoon was normal for India a8 & whole except in Bihar, the East United
Provinces and North Madras coast. Qthorwise though lighter than usual, it was fairly
well distributed and fortunately rainfall in September was sbove the average. The
sowing conditions for monsoon crops were only moderately favourable : sowing ocondi-
tions for cald weather crops: were generally favourable. The winter raing bave been:
below the ave and the yield of the crops now on the ground will depend to a greates
extent than usual on the weather during the next few weeks. F£light frost damage in

* January hes been reported from‘ummgerbfpim
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linked to sterling have fared much better than those which are still on a gold
basis

Tf Honourable Members are interested in studying the position, I would
commend to their attention the Review of the main items of India’s foreign
trade for 1932, which has been prepared by Dr. Meek, the Director-General of
Commercia! Intelligence and Statistics, and which I propose to circulate as
usual with the budget papers. In my present speech I can only deal with
the broad aspects of the position.

6. The results of the further deterioration in the general world position
are revealed in India’s export figures which for the 10 months from April to
January showed a total value of 110} crores as compared with 134} crores for
last year.

7. In the case of practically all the main items the decline is accounted for
by a fall in the quantities rather than the price of the articles exported. This
is true of the following decreases,—cotton exports 6% crores, jute 1} crores,
grain, pulse and flour about 2 crores, seeds just over 2 crores. e only
exception to this under the major heads of exports is the case of Tea where a

slight increase in the quantity exported has been accompanied by a fall of
g crores in value.

8. T may at this stage note that during 1932 there was a slight
improvement from India’s point of view in the correction of the disparity
between the price levels for the main articles which she has to sell and those
which she has to buy. According to Table XV of Dr. Meek’s review it is
shown that the average index figure for the main export artioles, taking
1913-14 prices as 100, was 77 for 1931 and 79 for 1932. On the other hand,
the index figure for the main articles of import averaged only 84 in 1932
a8 compared with 87 in 1931.

9. For appreciating the significance of the comparison whioch I have
made hetween exports for the first 10 months of the current year and last
year, it is necessary to compare the present figures with the general average
levels for the post-war period. In the figures for the ourrent year, the most
striking feature has been the fall in the exports of Indian cotton which has
been only offset to a very small extent by an increase of the consumption
of cotton by Indian mills, for they have provided for their larger production
mainly by greater purchases of imported cotton. Comparisons hetween
results for the calendar year 1932 and the average for the 10 years from 1920
to 1930 bring out the same point.

Quantities. Values.
Averago Average
of 10 of 10
years 1932, Porcent- years 1932, Percent-
ending age. ending age.
1030. 1930.
Ra. Ras.
(lakhs). (lakhs).
1. Cotton,raw . « Ton (000) .616 286 46 69,09 16,03 23
2. Hides and Skins
(Raw and Tanned) . Ton (000) 70 42 60 13,95 1,76 86
‘8. Juto, raw and manu-
facturod . . Ton (090) 1,499 1,176 8 72,8¢ 31,49 43
4. Tea . . + b (millions) 346 368 106 27,068 16,89 63 .
6. Groundnuts® + Ton (000) 448 472 106 11,21 8,11 -3
6. Rios {not in the hurk) Ton (000) 2,087 2,076 100 36,98 17,18 46

*Tho trade in groundnuts has boon expanding rapidly during the period.
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This table shows how tcrribly the value of India’s exports has declined.
compared with what had come to be accepted as a normal level in the post.
war period. But even so the figures as regards quantities exported —with the
sole exception of cotton—have kept up in & manner which serms to justify
the view that India has not even yet suffered quite so badly as most of the
other countries producing primary agricultural products.

Raw cotton is by far the worst sufferer and during 1932 the exports had
fallen in quantity by more than a half, a fall which as a result of the lower
prices is increased to one of more than three.quarters in value as compared
with the average for the past 10 years. For jute the fall in volume was
about a quarter while the fall in value is more than a half. In the case of tea,
although the volume of export was more than maintained, the value was
reduced by more than a third. In the case of rice, the volume of export was
maintained but the value fell by over 50 per cent. Groundnuts on the other
pand show an increase in quantity but a decline in value.

10. While the value of India’s exports has thus further declined this year
as compared with last, the course as regards imports has been strikingly
different. For these, at 112§ crores for the first 10 months of the current year,
show a rise of about 7§ crores on the corresponding 10 months of last vear.
Here again an examination of the actual changes in the case of the main articles
of import is interesting and suggestive. By far the largest item is the increase
of just over 7 crores in cotton piece-goods and yarns. [t may perhaps be said
that in this case exceptional factors have come into play, because the preceding
period with which it compares, influenced as it was by non-economic factors
such as the boycott, can hardly be regarded as normal. The important fact
to remember, however, is that this inorease in imports of cotton piece-goods
was accompanied by a striking growth in the production of Indian mills,—
which according to Dr. Meek's figures increased by about 11 per cent. or 284
million vards in the first 11 months of 1932 as compared with 1931. 1t
must also be noted that there has been a marked increase in the imports of
other piece-goods, woollen, silk, artificial silk, anl mixtures.

The increase in Indian production of cotton goods accounts for the next
interesting item of increased imports on which 1 must comment, namely,
of raw cotton, which at 6-36 crores are 79 lakhs up on last year. The
steady growth during recent years in these imports is most remarkable.
Taking the * cotton years ” up to August 31 in each case, imports of foreign
ootton expanded from just over 20,000 tons in 1928-29 to 97,000 tons im
1981-32.

11. Another interesting item is machinery, where the imports at 9}
orores are only a few lakhs less than last year. Here there would have been a
muoch greater fall if it had not been for a striking increase in the imports of

ant for sugar factories, the imports of which in the 9 months to the end of
ecember amounted in value to 138 lakhs as compared with 30 lakhs last year
and only 9 lakhs in 1929-30.

In the case of certain other machinery too there have been increases
which are encouraging. * Thus, taking the full calendar year 1932 as compared
with 1931, cotton machinery increased from 180 to 208 lakhs, while tea, jute
and wool machinery increased by 13, 3 and 1 lakh, respectively.

_ 12. These are the chief items of expanding imports. As agsinst this
1 must comment on'the two most striking examples of declines. . Imports
of foreign sugar at 386 crores are down by 1{rd orores. - This indicates the
equtinuanoce of a steady. procoss-of decline.in-tht valup'of sugar imperts whioch
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for 1930:31 was about 9 crores, and in 1929-30 about 14 crores. Tho decline
may be partly due to decreased purchasing power as evidenced by decreased
consumption of refined white sugar, but I think it is a fair appmcla,txon of .the

ition to say that it is mainly due to the increase of Indian production.
Y:xplained last year that we estimated the production of Indian sugar to be
increasing at the rate of 60,000 tons per annum, and it looks now as if this
rate were being considerably accelerated. I shall deal later with the effects

of this on our revenue position.

13. Another striking example of decline is the case of vehicles—mainly
of course motor-cars, buses and lorries, which at 304 lakhs for the 10 months
show a decline of 89 lakhs on last year and are less ‘than §rd of the value in
1929-30,

It is probable that I shall be told in the course of debate that the decrease
is mainly duo to the high level of our import duties. I think it more correot
to regard it us mainly caused by loss of purchasing power, which on the one
side restricts luxury expenditure, and on the other induces owners of cars
and hea vy vehicles which are not used for luxury purposes to avoid replacements
which are not absolutely necessary.

14. Itis not possible in a budget speech to go into all the interesting details
in our trade returns, and I am concerned now only with broad conclusions,
and more particularly with those that affect our revenue estimates. With
some of these broad conclusions I wish now to deal. In the first place the
results as regards imports combined with the figures of Indian production of
such articles as salt and kerosine and cotton piece-goods seem to reinforce one
of the points which I emphasised in my speech last year—namely, the
extraordinary power of resistance, in spite of diminished purchesing power,
which India shows in maintaining the consumption of certain standard
neceasities of the manses.

15, T have had a table prepared which will be printed with this
speech analysing the results as regards certain main articles of consumption
agsified under three hemds—Iluxury articles, requirements of industry, and
necessities of the masses, The classification cannot be entirely acourate, and
it is difficult to say exactly where such articles as sugar and artificial- silk
piece-goods should be placed ; but if one takes such articles -as cotton piece-
goods, kerosine, and salt as necessities for the masses, machinery, lubrioating
oil, cement and chemicals as industrial requirements, and tobacco, liguors
and motor.cars as luxuries, one can at least draw interesting conclusions.

~ In order to get at the figure of consumption I have taken imports plus
local production for articles which are produced in India, and imports only
for those articles whioh are not. This again may not be entirely accurate
for a partioular year, for some of the imports and home production may have
gone into stock, particularly in the case of cotton piece-goods during 1032 ;
but it affords a rough guide, and, for an average of years, must be fairly
Acourate. ‘On this basis I have made a comparison between the oonsump-
tion for the calendar year 1932 and the average annual consumption
for the ten year period from 1920 to 1930, which may be regarded asa
period of prospeérity with high prices and high purchasing power. Thé
table shows both quantities and valués. Values have been oalculated as
follows.| In the case of artioles which are only imgomd ‘the deelared values
Awvo beesi taken und the various tates of import - duties dnring:be ten yeat
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msanufactured the value of the internal production hes been estimated on
the basis of the declared value of the corresponding imports together with the
sppropriate rate of duty for each year of the period. o

The results shown in this table are, I think, extromely interesting. ' As
regards the three articles which 1 have taken as neoessities for the masses,
the quantities of conaum{)tion are in.all cases higher for 1932 than for the ten
year average 1920-30. DPiece-goods with a total of 5,827 million yards as
compared with 4,923 million yards for the earlier period are 18 per cent. up.
Kerosine oil with a total of 235 million gallons as compared with 232 million
gallons for the earlier period is 1 per cent. up. Salt with a consamption of
2,106,000 tons as compared with 1,965,000 tons for the earlier period is 7
per cent. up.

Turning to values, there is of course a fall in these for 1932, owing to the
lower prices prevailing in spite of the higher duties. The total value of all
these three commodities cousumed in 1932 was 162 crores representi
78 per cent. of the average for the ten year period, which was 207 orores,

In the oase of the articles required by Industry, it is of courss impossible
t6 compare quantities for such misoellaneous heads .as machinery and
willwork, or chemicals. The Table shows a fall in value for machinery
and millwork of about 40 per cent. which, allowing for the fall in prices, must
indicate a very much smaller fall in quantities ; a fall both in quantity and
value of lubricating oil of between 30 and 40 per cent. ; an increase in quantities
of cement accompanied by a fall in values ; and an inorease of 26 per cent.
in the value of chemicals. The total value of all these articles for 1832 .is
70 per cent. of the value for the ten year period.

Turning to luxuries, there is a very heavy fall in motor-cars, with a
figure .of 5,300 cars for 1932 as compared with an annual average of 11,400
in the earlier period. Quantities represent 46 per cent. only, and valyes
43 per cent. only of the edrlier period. I would note here that the value
per car has fallen in spite of the increased duties. Tobacco consumption for
1932 represents 61 per cent. in quantity and 51 per cent. in value of the earlier
period, and liquors 92 per cent. and 73 per cent. respectively. Altogether
the total value of the three luxury articles consumed in 1932 represents 58
per ccut, of the average value for the earlier period. ’

I think it is fair to say that these figures indicate that certain luxury and
quesi-luxury articles show very heavy decreases in consumption ; that industry
has stood up fairly well, and that in certain fields—particularly the sugar
industry and the textile industry—expansion in India is stil progressing in
spite of the world slump ; and lastly that as regards the necessities of the
masses the consumption figures are being maintained in a most remarkahle
way in spite of loss of purchasing power, while in spite of increased excise
and import duties consumers have had a substantial benefit from the fallin
prices,

I must add in conclusion one obvious but most important point, namely,
that the really striking falling off in India’s normal consumption has been in
tho oase of precious metals. As is well known, India imported gold and
silver of the average annual value of about 40 ¢rores in the years from 1920.30.
The power to cut out this enormous margin has been & tremendous factor
w~oqual in mln’ noe almost to the acttht::l saleggf gc:lld, to which Tehall vefer
Inter—in-onn f Indisto go through this peried o/ depression witheut being
foreed to cut down her normal absorption of those commodities whieh are

rwd
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16. The figures in the following table indicate imports except in the case
of articles marked * where the quantities given include figures of produotion
80 far as available. In the case of salt, productiemfigures relate to British
India excluding Aden. The value ﬁgnres of production have been estlmutod
on the basis of the average declared value for imports.

Quantities. Values (cum duty).
Average Average
of . of
10 years 1032" Pereen- 10years 1932. Pearcen-
ending tage. ending tago.
1930. 1930.
Re' R'I
(lakhs). (lakhs).
(A). Inzury artioles—
1. Motor-cars . . No.(000) 11°¢ 53 46 3,50 1,51 48
2. Tobacco « < 1b. (000) 8,396 5,104 61 4,03 2,08 51
8. Liquors . . Gal.(000) 35,9186 85,429 02 5,03 4,80 78
Total of (A) . . .. . . 13,46 7,87 88
(B) Requirements of Industry—
4. Machinery and xmll- ’
work . . . .e .e .. 10,62 12,04 Y.
5. Lubricating oil Glsl ()Mll' 223 14°3 65 2,28 1,57 69
on
6. Coment ® . . Ton (000) 492 551 112 3,73 2,86 7
7. Chemicals . . .. . . . 2,64 334 120
Totelof (B) . .. . . v 28,27 10,81 70’
(C) Necessities for the masses—
8. (a) Cotton piece- Yds. (Mil- 3,877 4,327 118 131,72 99,40 76
goods (Mill-made) ® lions).
(b) Oatton piece-goods Do. 1,246 1,500 120 44,85 34,46 T
(ha.nd~loom)
Total . . Do. 4928 5827 118 176,57 133,88 76
9. Kerosino oil * . Gal. (Mil- 23% 235 101 17,78 16,27 92
lions). )
10. Balt ® . . Ton (000) 1,865 2,108 107 12,74 11,84 03
“Total of (C) P, . 207,04 161,07 8
(D) Aviclen of doubgfu g
ll. Arhﬂdlldlk Yt_il. (Mil- 27-8° 116°2 418. 2,24 4,38 196:
piece-goods. lion). s e .~ o

3. Suger . . Ton (000) 781 463 . 59 ©3,80. 18,95 [ .84
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17. 1 must now turn to another broad aspect, the position as regards the
balence of trade and of payments. With exports for the 10 months at 1104
orores and importe at 112§ crores, India has a slight adverse balance of trade
in merchandise. As in the last months, however, the tendency has changed,
and - there has been a reduction in the adverse margin, one may not
unreagonably anticipate that the year will end with an even balance. But
owing to India’s large ‘‘invisible imports’ — mainly represented by
external obligations—an even balance of trade in merchandise falls
far short of giving us an even balance of payments, and therefore India
could not support the present volume of imports without very
embarrassing results unless the position were being helped by some other

Jfactor. That factor in the present case has been, as Honourable Members well
know, the export of gold. I do not propose to give a mass of figures
illustrating this aspect of the matter now, because I dealt with it very fully in
a speech at the Ottawa Conference which I beliove most Honourable Members
haveseen. The broad fact is that India could not with exports at their present
level support the present volume of imports simultaneously with meeting her
external obligations unless they were supplemented by gold exports. What is
happening now may be put in two different ways, either that part of India’s
consumable imports are being paid for in gold, or that §old sales are providing
the means to meet external obligations and, as I shall hereafter explain, to
accumulate reserves in external currencies. The truth really is that what is
bappening is a combination of the two processes, for it must be remembered
that so far as concerns the individuals who make up the mass of producers of

oods for export and consumers of imported goods, they have to pay for the

tter with customs duties added, and as customs duties on the 112 crores
worth of goods imported for the 10 months of the current year amount to
38 crores, one may say that the exports to the value of 110 crores are being
supplemented by gold sales in order to pay for goods at the imported value of
150 crores, so that 40 crores of the gold proceeds have been used to pay for
consumable goods. To this extent therefore it may be said that India is
helping herself to tide over a period of unexampled depression by drawing on
her reserves of gold, and thereby avoiding reducing her consumption to
the desperately low level which would otherwise be necessary. Thig, however,
is by no means the whole story, and as there are many questions arising in
connection with gold exports which have a vital bearing on the welfare of the
nation, and as I know that Honourable Members take very great interest in
it, I propose to deal with this subject again, as last year, at some length.

18. In the first place I know that there are many who regard what is
happening as a dangerous process of living on capital. I think it fairer to
regard it, as indeed I pointed out last year, as a process partly of exchanging
one form of investment for another, and partly of tiding over a period of
abnormal difficulty by drawing on reserves which had been acoumulated in
better times ; resérves, moreover, which produce no revenue, so that their
depletion does not bring about any decrease of income. To that extent we
have regarded the process as a legitimate use of reserves, which has on the
whole heen beneficial to the people. How long such a process can, without
damaging the country, continue is another matter, but I must point out
that so far as Government is concerned nothitg that it could do could prevent
individual owners of gold selling their gold and using the prooceeds for
investment in other forms or for the purchase of consumable goocf-.

19. There is, however, another beneficial aspect of the process to which

I think it important to direct attention. I have already commented on what
48 the worst feature of the present world situation, namely, that practically
D
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every nation today in order to preserve its balance of international paymerits
has been forced to put artificial restrictions on its imports, by way of ligh
duties and exchange restrictions. This is checking the flow of international
trade, so that its channels are gradually becoming completely dry, and is the
main evil from which the world today is suffering. We ourselves by increasi
our own import duties have done something to add to the evil, but if the flow
of imports into India had not been helped by the exports of gold the case
would have been very much worse. India in fact has been able to release into
the world a commodity for which alone there is an undiminished market and
the possession of which, if it is used as a basis for currency, does not diminish
but rather increases the purchasing power of the countries which absorb ity
By doing so India has been enabled to take more imports and thereby in this
second way also to increase the purchasing power of her own potential
customers. This last point indeed must always be borne in mind, for we
oannot restrict our own imports without weakening the market for our exports
of merchandise.

20. There is still a third point on the credit side of the account to which
I must call attention. The proceeds of the gold which have been sold have
only to a limited extent been balanced by the purchase of consumable
commodities. A great portion has undoubtedly been invested. The increased
demand for Government sccurities affords general evidence of this, and that
the process has been widespread and not confined to the richer classes can be
very clearly seen from the figures of Post Office cash certificates and Savings
Bank deposits, The figures here are most striking. Making very conservative
allowances for what we shall get in the last two months of the year, we
estimate the net investment in Post Office cash ocertificates this year at 10
orores and the net addition to savings bank deposits at 4-35 crores, - Both
these figures greatly exceed any previous record, and I may point out that
the figure of 10 crores for Post Office cash certificates compares with average
net receipts of about 24 crores annually for the period from 1917, when these
certificates were first started, until March 31, 1931. Moreover the high figure
for this year follows on the exceptionally high figure of 6:15 crores for net
receipts last year. These figures therefore clearly show that proceeds of gold
sales have been converted into investments by the poorer classes, and although
the Indian habit of accumulating reserves of gold has stood the country in good
stead in the present orisis, I feel forced to regard it as a beneficial advagce
that the exceptionally high price of gold in rupees should have started a
process of exchanging barren gold reserves for interest-bearing Government
gecurities as a form of investment. If only the processis kept in proper
channels, and the people of India are not misled, as the people of the United
States were in the post-war boom, to putting their savings into wildly specula-
tive investments, the result must in the long run be efigreat benefit to India.

21. But I must now turn to another aspect of the matter. There may be
..some who would agree that there is some truth in what I have said up to this
int, but who have an uncomfortable feeling that the country is being
weakened by the process, and that Government it they had adopted a different
polioy could have prevented this weakening. Such people argue that, even if
we could not prevent private individuals who wish todo so from selling their
gold, Goavernment ought to have acguired it for themselves and thus have
prevented it leaving the country. shall deal later with the criticism of
Government policy. For the present I am Qr‘ﬁz!concemed with presenting
__an account of what has actually happened, #8f 1 think that Wonotirable
“"Members “will find the aocount interesting.. I propese to teke the petiod



of 15 months from the end of September 1931, just after England went off the
geold standard, up to December 31, 1932, and shall endeavour to put the

‘position i1 the simplest possible form.

22. In this period of fifteen months, India on balance exported 107-08
erores of gold. We may thus take it that private individuals during
-this period acquired out of the proceeds of gold exports balances in
external currency, probably mainly in sterling, to the extent of £80ird
-millions. During this same period exports of merchandise’ were 181'37
-orores and imports 161-45 orores, giving a favourable balance of 19-02 crores
-equivalent to, say, £15 millions. This sum also may be taken as having been
econverted into external ourrency balances by private individuals. Adding
this £15 millions acquired against merchandise to the total of £80}rd
-millions acquired against gold exports, the total external balances acquired
by private individuals from October 1, 1931, to December 31, 1932, amounts to
£954rd millions. Out of this sum Government has acquired by its purchases
‘in the market as currency authority no less than £694rds millions.

The balance of £25§rds millions has been retained on private account.
T will deal with this latter portion later and consider first what the Government
has dpng with the sterling balances of £60§rds millions which it has itself
acquired.

23. Tn the first place Government has used about £34 millions in meeting
ita ordinary recurrent commitments,

Secondly, it has used £15 millions in discharging the 5} per cent, sterling
Joan which matured on January 1, 1932, thereby liquidating an obligation
which cost it £825,000 equivalent to Rs. 110 lakha per annum, and greatly
strengthening its credit in London.

- Thirdly, Government has added about £11 millions to its currency reserves,
and lastly, the balance of £9} millions was added to the Government’s
Treasury balances, and is really potentially available for further strengthening
of its currency reserves.

Government therefore made good use of the abﬁormn.lly high amount' of
sterling whioh it was able during these fifteen months to purchase as a result
of the gold exports.

In order to complete the picture I may here add that a 5 per cent. sterling
loan for £10 millions was floated during the same period, out of the proceeds
of which £6 millions 6 per cent. bonds wererepaid and the remaining £4
“miillions of which were used as a further addition to the Treasury balances.

Taking this last transaction into account, the combined result is that
during the fifteen months the Government has reduced its sterling debt by a
net amount of £11 millions sterling, has increased its ourrency reserves by £11
millions and its treasury balances by £13} millions. The total of these

_amoumts is £35} millions, so that out of our £69%rds millions sterlin

we used about £34 millions for meeting out current requirements an

' £36} millious sterling for strengthening our position. Incidentally we
~ may thus be said to have advanced by £35} millions towards the position
.yequired for setting up a sound Reserve Bank.

: 24. T must now turn to consider the sum of £25§rds millions which,
88 I have explained, must be regarded as having been retained by private
:Andividuals out of the total proceeds of gold exports and the balance of trade
-in wmerchandise; What has bappened to this money ? In the first place, as
.Honourable Members are well aware, a substantial proportion of the external
2prrency derived from the sale,of Indian exports abroad is always retained
‘ p2



[Bir George Schuster.] _

on private account. The amount required is influenced by two factors, first.
normal ourrent requirements, and secondly, movements of ocapital. The
normal current requirements are for such things as sea freights, interest and
dividends on investments in India held abroad, family remittances, money
spent abroad by travellers from India, etc., etc. The movements of capital
may be either transfer of funds for permanent investment by private individuals,
or the movement of funds by banks for temporary investment in treas

bills, etc. These movements of capital may of course take place either
‘towards or away from India, and therefore either reduce or swell the amount
‘required to meet current requirements. The annual reports of the Controller
of the Currency always give clear figures and explanations on this point and
I would refer Honourable Members to them. I cannot within the limits
of this speech attempt any full cxamination of this matter, but from the
investigations of the Controller of the Currency it appears to be a fairly
accurate estimate to say that in the 15 months with which I am dealing abeut
Rs. 15 crores or £11} millions was required for the repayment of money invested
in Indian treasury bills by foreign banks, and that the balance of about £14
millions was required to meet normal current requirements. The repayment

of the treasury bills, of course, represents a strengthening of the Indian
position.

25. Tt is now possible to reconstruct the whole picture. For this purpoge
I think it is fair to take the surplus balance of trade in merchandise of £15
millions as earmarked for meeting, in the first place, the normal private current
requirements of £14 millions. Thus, in round figures, the position as regards.
the proceeds of the gold sales would be asfollows. Out of £80 millions
which represent the proceeds of the exports of gold Government acquired
£70 millions and £10 millions served to repay foreign funds temporarily
invested in India. Government out of its £70 millions used £34} millions
to meet its own current requirements and £35§ millions to repay sterling loans.
and strengthen its reserves. Therefore out of the total £80 millions of gold
proceeds only £344 millions were used to meet current requirements, and the

balance of £454 millions went to reduce India’s external obligations and
strengthen her public reserves.

Looking at the matter from the side of the Indians who have sold the
gold, they have acquired 1074 crores of rupees and of this, while a portion
‘has been spent in meeting current requirements (i.e., paying customs duty on
imported goods and other taxes), a very substantial portion also, as is
clear from the figures which I have given, must have been retained in
currency or invested in Government securities.

Therefore whether the position is viewed from the side of public finance-
or private investment, it is clear that to a very large extent the gold exported
does not represent a drawing on reserves, but merely the conversion of one
form of reserve into another. Apart from this, as there are some who, while
not criticising what has happened so far, consider that the process of so-called
drawing on reserves has now gone far enough, I wish to remind the House
that even though the amounts exported have been very large, the figures are-
still small in relation to India’s resources. The fact that the published figures.
are given in values tends to give an exaggerated idea, because, of course, gold
now stands at a premium of about 30 per cent. If we look at the statistios
of the weight of imports and exports the strength of India’s position is
extraordinarily striking. From September 1931 up to the end 'of December
1932 India had exported slightly over 14 million ounces of goldi As compared
wjth this the imiports between April 1928 and Septembes 1831 exceeded 15
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million ounces ; so that, in spite of the cnormous amounts bitherto exported,
we are not yet back to where we were in April 1926. If we go further back
the results are still more striking. The net imports from April 1922 to March
1926 exceeded 28 million ounces, and this means that India can go on exporting
gold until the total quantities have risen to three times the amount of what has
already been exported, and still have more gold in hand than she had ecleven
years ago.

So far, therefore, regarding the whole position of India as a single interest
and considering the vast size of the accumulations of gold which exist, it
cannot be said that there has as yet been any dangerous depletion.

26. I have been concerned in making this examination rather with
presenting a picture of what has happened than of defending Government’s
policy, but it will help to complete my explanation if I now deal with some
of the criticisms which bave been made. The general argument is that if
‘Government had prohibited the export of ﬁold and been ready to purchase
on its own account against rupees all the gold that has come forward for sale,
then Government would have been able to reinforce its own ourrency reserves’
to that extent. '

/I have already shown that Government has aotually acquired seven-
eighths of the sterling proceeds of the gold exported up to %)eoember 31,
1932 ; but, as I wish tofoﬂow out the critioism, I will consider the simple
question: ‘ What would have happened if Government had prohibited the
export of gold and thereby allowed to those who wanted to sell it no other
opportunity except to sell it for rupees ¢’ In the first place it is highly
improbable that the same amount of gold would have been sold—But I leave
that out of account and will assume that Government would have bought it
all. What then would have been Government’s position ? In the first place
it would have had to convert £45 millions of it into sterling to meet some of the
purposes which I have already explained, namely, its current requirements
and the net discharge of £11 millions sterling debt. As regards the £24}
millions which it has, as I have explained, actually used for strengthening its
currency reserves and Treasury balances, it might have kept this sum in the
form of gold. But I do not think this would have been good policy, for we'
already have our proper proportion of gold in our currency reserves, and we
should have been well advised to convert this amount also into interest-
bearing sterling investments.

27. I am left to explain what would have happened to the balance of-
£25% millions retained on private account, or rather the £10
millions out of this sum which represents the proceeds of gold exports ;.
for it is this sum which our critics say we should have secured to-
oursclves if we had purchased the gold and which by our actual.
policy we bave lost. But should we have been able to retain it 7 Certainly
not. This balance was needed for the purposes which I have explained, and
if we had bought the gold for rupees, the private remitters would then have.
come to us, as the currency authority, and demanded that we, in accordance
with our statutory obligation, should sell sterling to them. We could not-
under the existing law have refused to do so, and in that case we should have
had to.use the gold which we had acquired in order to buy sterling to meet
our obligation, and thus would have found ourselves in precisely the same
position as we are today. We could only have refused to sell the gold in two
ways.. Either-we should have had to get a law paased to relieve us of our
statutory obligation, in which case who would venture to prophesy what would.
bave bappened te the sterling value of the rupee ¥ Or, a8 an alternative,

N
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we should have had to pass a law putting a rigid restriction on all exchange
transactions, which would have been a gross and unnecessary interference
with the liberty of private individuals to deal with their own property, and
would necessarily have led to a very serious restriction of imports.

Either of these alternatives would have been very serious steps, which
might have had far-reaching and dangerous effects on our position. Those
who criticise our policy as regards gold must first be very sure in their own
minds whether they would have welcomed them. '

28. I have explained the position as fully and fairly as I can, and I hope
that T have done 8o clearly. I have done this not as an advocate anxious
to defeat his opponents, but as one who earnestly desires to clear his own mind
as to what is right and to put the real issues before the public. We do not
claim for ourselves either perfect wisdom or any monopoly of such imperfect
wisdom as is attainable in this world, but I think what we can claim is that
our policy has guided India through a period of quite unexampled difficulty
without disaster, and that at the end of these two years we find ourselves
with greatly improved public credit, with greatly strengthened resources,
and with the freedom and security of private trade unimpaired. Nor can
I believe that any single interest of the country has hitherto been sacrificed
or damaged. The policy therefore has worked well so far, and more
than this I do not claim. The times in which we live are so uncertain and
abnormal that no one could venture to lay down that a particular policy
must be for ever infallible. We must be guided by events. But till now
and for the present we do claim that our policy has worked well, and that
while that continues it would be unpardonable rashness to plunge into the
unknown depths of wild experiments.

29. T am afraid that my argument as to Government’s policy as regards
old exports has led me into something of a digression from the review of
%ndia’s economic position which was my main purpose at this stage.

I may now sum up my own conclusions on that revicw. For my own
part, the main impression gained by a study of what has been happenin
during these last two years of terribly difficult times is one of admiration an
wonder at the way in which India and her peggle have adjusted themselves
to the emergency. The more highly organised Western nations may weil
take lessons from her in this respect. While I have commented on the
enormous decline in the demand for India's export products, it is a remarkable
fact that this has not yet led here, as in other countries, to the piling up of
unmanageable stocks which form both a source of weakness to the country
that holds them and a menace to the rest of the world. The diversity of
oropping in most parts of India has led to a comparatively quiet adjustment
to changed conditions without elaborate schemes for restriction of production,
or dangerous experiments for using public funds to finance surplus stocks. The
striking restriction which was effected after the 1930-31 season in the jute
ares of a:n’gaé is well {mlc))wrs:l,‘ but in the o;se oflootton also :ln adjustment lﬁa
taken e aided partly by short crops and partly, though only to a regrettably
small eP;t.ent, by increased oonsumgtion by gdm mills of Indian cotton. To
some extent, in certain cases such as sugar, Government policy has helped
the agriculturalists to find profitable alternatives in money crops. Linseed
is another important alternative crop for which possibilities of an increased
outlet have been opened up by the Ottawa Agreement. In this case & fairly
substantial increame in the area sown had been undertaken before the Ottawa
Agreement was implemented, and the preference now secured in the British
market may justify a further inorease. Groundnuts, again, have provided
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another alternative outlet, and this crop has become in Madras a moneyorop
of first rate importance, and is becoming an alternative crop to cotton of
rowing importance in Bombay and Berar. Where export facilities have
n lacking for a particular crop and alternative export crops have not been
possible, there has Leen a spreading over into miscellaneous crops for local
consumption. In the case of Bengal, where the main reduction in the jute
area occurred before last year, it has been possibleto examine oconditions
fairly closely, and there the alternative crops were mainly rice, maize, millets,
amuﬁer pulses, and to some extent sugarcane. It is difficult to trace exactly
the complete economic effects of these adjustments, but one conclusion
is probably justified, and that is that the poorer classes and particularly the
wage-earning olasses whose wages have not been reduced proportionately
to the fall in values of local food produce, are at present being better fed
than ever before. Thus some advantage at least is gained.

If one turns to the other side—the side of consumption—one gets the
same impression of comparative stability, for here the power to draw o
reserves has, as I have explained, resulted in a remarkably steady maintenance-
of consumption, in spite of increased duties, of the main necessities of the
masses. In fact, by cutting off imports of precious metals and supplementing
her purchasing power by drawing on her reserves of gold, India has been able
to keep up her standard of living and her position as a customer for the goods
supplied by the rest of the world to more nearly normal levels than most
countries. In this way she has avoided an undue weakening of the position
of her own potential customers, a result which has been further helped by
the release of gold supplies to the world.

Simultaneously with all this the figures show a striking increase in invest-
ment by the poorer classes.

30.. The result of this survey has seemed to us to justify the assumption
for the purposes of our estimates that general oconditions as regards
consumption of dutiable articles may be expected, even without a
striking world recovery, to remain fairly constant next year. But having
stated this assumption it is necessary to add a note of warning. Neither the
process of drawing on reserves, nor that of agricultural adjustments, can be
continued indefinitely. As to the latter point, seeing that the contraction in
export demand appliesto practically all our export crops, the range of adjust.
ment is comparatively narrow, and, if a further fall in purchasing power
iz to be avoided or minimised determined efforts are necessary both to make
the most of every possible export outlet for our produce, and to supplant
by local production imports of such articles as long staple cotton. '

Further, in regard to both points, India remains as deeply interested as
any other country in efforts to promote internationsl co-operation and the
recovery of world trade. If the present low levels as regards both prices and
world demand for agricultural products were to become stabilised, very
serious problems would have to begwod and it would be necessary for those
responsible for governing India to take stock again of the whole position.

Effects of the general economic position on tax revenue.
8L I want now to show as briefly as possible how some of the broad
phenomenn which I have been describing appear when translated into revenue
sesults, . .
‘' ‘82, As miglit have been expected from what I have said, revenue from
salt, kerosine and cotton piece-goods has been very satisfactory: for the current.

.
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[We estimate salt revenue at 10:38 crores as compared with a budget
estimate of 9-43 crores. :

Kerosine import and excise duties are expected to produce 4-25 crores
a8 compared with a budget estimate of 4-42 crores. -

Cotton piece-goods import duties are put at 6-40 crores as compared with
a budget estimate of 3-79 crores.

33. Tn the case of cotton’piece-goods, however, we think it necessary to
treat the imports for the current year as to some extent abnormal,

Quantities imported have shown a great advance, the yardage in the 9
months, April to December, 1932, being about 30 per cent. up on the same
months in 1930 and about 70 per cent. up on 1931. That this is partly due to .
other rcasons than the price factor is shown by the fact that the recovery has
been shared by British goods, the average price of which has not fallen
appreciably. To this extent, general causes—notably the waning of the boycott
movement—must have operated ; but it remains true that o far as Japanese
goods are concerned, the very heavy fall in prices which followed on the depre-
ciation of the yen has been the most important stimulus to the import trade.
The result was a strong demand from the Indian mill industry for the exercise
by Government of their powers of increasing the protective duty ; and on August
30th, 1932 this was done, the duty on non-British goods being raised from
31} per cent. to 50 per cent. ad valorem, with the minimum for plain grey goods
raised from 4§ annas to 5} annas a pound. By this time, the imports
from Japan had been 257 million yards against 135 million in April to August
1031, with an average value of 2-3 annas a yard against 2-6 annas in 1931,
But in this trade it is prospects and forward business that are most important ;
and that the action taken in August was timely is shown by the fact that the
considerable imports which came forward in the following four months had
an average value as low as 2:03 annas a yard or 78 per cent. of the 1931
average. The effect of the increase of duty, coupled with the fact that imports
made or contracted for before it had been made must have left fairly large
stocks in hand, has been a steady decrease in imports. so that in January
the duty taken on non-British piece.goods was only seven-tenths of that
taken, at the sume enhanced rates, in September.

34. In close connection with cotton piece-goods T must mention artificial
silk goods and mixtures. Tn spite of the great enhancement of the duty
(from 20 per ceut. to 50 per cent. and 34jths per cent. respectively) and in
spite of a striking reduction in the value of Japanese goods, the total values
of imports have increased. C

We now estimate receipts from artificial silk goods at 130 lakhs for the
whole year and mixtures at about 20 lakhs, as compared with earlier
estimates of about Rs. 70 lakhs and Rs. 13 lakhs respectively.

35. Other special heads under which revenue receipts have been moast
satisfactory are the new duties on raw cotton and machinery. Our estimate
of revenuc from the duty on raw cotton is now 62 lakhs against our original
budget estimate of 32 lakhs. Similarly, in regard to duties on machinery we

now- anticipate a revenue of 115 lakbs against our budget estimate of one
orore,

36. As against these satisfactory results I must comment on the main
heads where we have fallen far short of our estimates. Sugar is the most

importent item. In this case we now only expect an import of about 435,000
tons producing duties, inoluding land customs receipts, of Rs.7-80 crores
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againat the budget estimate of 550,000 tons and about 10 crores
respectively. The development of sugar manufacture in India, though
satisfactory in itself, is, as T have already noted, making a very serious
hole in our revenue. The duty at present works out at something like 166
per cent. ad valorem, and it is therefore obviousthat if purchasing power
which was once put into sugar is diverted to some other commodity paying
Jower rates of duty, the revenue must be a heavy loser. If, for example,
1} crores are spent on sugar machinery including the 10 per cent. duty, the
revenue gets about 13} lakhs. On the other hand if 1§ crores are spent on sugar
including duty, the share of the revenue in the total purchase price is abous .
93 lakhs.

37. Rilver, again, has failed to come up to our expectations, and it is clear
now that we cannot rely on any appreciable imports of any precious metala
as long as the present depression continues,

" '38. Motor cars: and cycles have shown heavily reduced ﬁ%ures and we
now estimate receipts at 60 lakhs only against 80-63 lakhs budgetted and
actuals of 95-01, 72-31 and 6320 lakhs in three previous years,—despite the
increases of the rate from 20 per cent. in 1929-30, when the duty was 85 lakhs.
to 37} per cent. in the current year. We have carefully considered represen-
tations that this is dne to the operation of the so-called law of diminishing
returns, but have not been able to satisfy ourselves that this is the case.
The use of motor vehicles has not diminished in anything like tho same
ratio : our estimate for this year for the motor spirit duty (customs and excise)
is 4,30 lakhs, equivalent to 258 lakhs at 6 annas a gallon which was the rate
in force in 1029-30, when these duties yielded 298 lakhs. Tt is very obvious
that apart entirely from any enhancement of duties, a period of acute
depression will affect what I may call capital expenditure more than recurring
expenditure, and this factor must be particularly noticeable with motor
vehicleg, the number of which on the road was probably excessive before:
the depression came,

39. Of the taxes on luxuries, the most important (apart from silk and’
artificial silk piece-goods) fall on articles which are such as I have just
described as representing recurring expenditure,—that is to say, goods that
are consumed on being taken into use. The principal such items are liquors,
tobaceo and spices and betelnuts.  The yield of the tobacco duties which we
now estimate at 125 lakhs, Bas Been greatly reduced as a result, not of
decreased consumption, but of the transfer to India of the manufacture of
many brands of cigarettes that used to be imported : we still get the duty
on such imported leaf as is used in making these brands, but that duty is much
lower than the corresponding duty on cigarettes. Liquors are standing up
pretty well : the heavy increases of duty and the general depression have:
reduced consumption heavily, but those very increases serve to bring up
the estimated yield for the year to a figure not far short of the actuals in 1929-30
and 1930-31. Betelnuts and spices, which have a duty less severe in its
ad valorem incidence, have been very successful items ; any decline in imparts.
has been much more than set off by the increase in duty rates and our revised
estimate for these two heads is 76 lakhs against actuals of 46 and 87 lakhs
in 1929-30 and 1930-31,

Analysis of Revenue and Erpenditure estimates—1932-33 and 1933-34.

40. 1 bave dealt at some length with certain important factors which have
played a part in the current year's results because I wanted to make clear
what sort of considerations we had in mihd in framing our estimates and in

deciding what proposals to put forward.
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Tt must be clear from what I have said that to estimate revenue for next
year—particularly oustoms revenue—is, in view of the completely uncertain
and abnormal conditions, a task of quite unprecedented difficulty. Indeed
I may say that accurate estimation is impossible. In these ciroumgtances
and for the reasons which I have explained, we have thought that the
most reasonable course is to assume that the general position next year will
be the same as for the ourrent year, neither better nor worse, and in particular

that India will be able to maintain the same purchasing power for commodities
imported from abroad.

41. Customs.—The assumption, however, that the value of imports will

be maintained does not necessarily imply that the value of the import dutiea
will also remain the same.

I have already explained the special position as regards sugar, showing
how the present development of the Indian industry is affecting our revenue.
On these congiderations we think it necessary to allow for a drop of one crore

in receipts from the sugar import duties which will not be offset by any increase
under other heads.

In regard to cotton piece-goods also, for reasons which I have explained,
we think it necessary to regard the revenue from import duties—at least on
Japanese goods—as to some extent abnormal and not likely to be repeated.
Here therefore we have allowed for a drop of 30 lakhs.

As against these reductions we have thought it safe to count on a small
revenue (26 lakhs) from silver imports—because having closed the gap in our
land oustoms line on the Burmese frontier, through which a large trade in
silver from China was suddenly developing in the course of the last year, we
think it reasonable to expect a moderate resumption of dutiable imports.

Making allowance for these and other minor variations, our customs
revenue estimates for next year are put at 51,25 lakhs showing a reduction
of 104 lakhs from the revised estimates of the current year.

The position as regards net receipts may be summarised as follows :—

Revenue (Lakhs),
Budget Estimate, 1032-33 . . . . 52,31-27
Revised Estimate, 1932-33 . . . 52,2866
Budget Estimate, 1933-34 . . . 51,24-60

42, Income Taz.—In our estimates for income-tax we are as in the case of
oustoms making the assumption of a repetition of the current year’s results.
On this basis we should have receipts of 17,70 lakhs next year to which musf.
be added 53 lakhs representing the tax on official salaries in regard to which
the exemption hitherto enjoyed is, according to our proposals, to be removed.
conourrently with the reduction in the cut in pay which we proposed. The
total estimate is thus 18,23 lakhs out of which it is reckoned that the 25 per cent., ,

surcharge will account for 3,60 lakhs, and the tax on incomes below Ra. 2 ,000:
for 70 lakhs,

The position may be summarised as follows :—

Taxes on Income.

A _ ' ' Revenue (Lakhs).
Budget Estimate, 1932-33 . . . . 1873-38
Bemui Estim&te, 1932‘33 . . . . 17.70'00
Budget Estimate, 1933-34 . . . . 18,23:00
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43. Salt.—The results for the current year justify us in anticipating the
continuance of consumption at the present level. We have, however, now
exhausted the special temporary acceleration of receipts resulting from the
extinction of the salt credit system which was one of the features of our
omergency financial plan of September 1931. This produced a special addition
to our receipts during the current year of as much as 150 lakhs. Allowing
for the disappearance of these exceptional receipts, the net revenue from salt
will be 7,58 lakhs. ‘

The position as regards net receipts may be summarised as follows :—
Lakhs.
Revenue. Expenditure. Net.
Budget Estimate, 1932-33 . 9,43-40 1,15-69  8,27-7)
Revised Estimate, 1932-33 .  10,38:00  1,14-77  9,23-23
Budget Estimate, 1933-3¢ . 8,75:00 1,16-96  7,568:-04

44. Opium.—Therevenue under this head is being gradually reduced Oﬁtx
to our declared policy of reducing exports. It is also subject to unexpec
variations from lyear to year due to changes in the actual requirements of
Foreign and Colonial Governments within their allotted quota. This latter
factor accounts for 34 lakhs out of the drop of 38 lakhs in the revised
estimate.
The position as regards net receipts may be summarised as follows :—
Lakhs.
Revenue. Expenditure. Net.
Budget Estimate, 1032-33 . 1,32-63 71-62 61-01

Bevised Estimate, 1932-33 . 0492 86-36 8-56
Budget Estimate, 1933-3¢ . 1,20-05 57-36 62-69
45. Service of Debt and Finance heads.—It will be convenient if I deal
with the service of Debt and the other Finance heads together.

In the first place, as regards interest payments, the reductions shown
6 pa, Bre satisfactory, namely, 204 lakhs as compared with 1931-8%
“**  and 51 lakhs as compared with the revised estimate for 1932-38,
I must however explain that the full result of the conversion operations
recently undertaken is not yet revealed. The results indeed of the latest
operation were not known at the time our estimates had to be compiled ; but
apart from this there are other special reasons. Although our main conversion
scheme has been directdd to substituting one form of permanent debt for
another, the process has been a continuous one which is not yet completed,
and the first actual resultin the current year has been to reduce treasury
bills held by the public and the Paper Currency Reserve by approximately
Ra. 34 orores. Current rates for treasury bills had fallen so low that this aspect
of the conversion actually represents, initially at least, an increase in the
intercst charges. It must be remembered, however, that this large reduction
in our treasury bill outstandings is not only a sound operation in iteelf, but
by strengthening the Government position enables it to reduce interest rates
both for the remaining volume of treasury bills and for its permanent debt.

A second point which I have to make in explaining the effect of the
conversion operations is that the Government of India is not mainly a
borrower on its own account. The great bulk of the borrowings is under-
taken for the Railways and through the Provincial Loans Fund for the
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In the case of the Railways in respect of the whole of their capital outlay
ot otherwise than from specific railway loans we charge them the average
rate of interest which we ourselves pay. The total amount of non-specific
debt which enters into our caloulations for working out the average rate of
interest is, in round figures, 450 crores, and the total Railway capital outlay
on which interest at the non-specific debt rate is charged is, in round figures,
3800 crores. Any savings from conversion operations will therefore be passed
on to the Railways to the extent roughly of two-thirds. Bearing these
two considerations in mind, as the sterling loan and the four rupee loans
floated during the current year almost exactly cover our total liabilities in
respect of loans maturing, in the ocase of sterling in 1932-33, and in the case
of rupees in 1932-33 and 1933-34, we can reckon that these maturities have
been converted at an annual saving in interest of approximately 70 lakhs
for the rupee loans and 9 lakhs for the sterling loan, that is to say, that when
‘the temporary effect of the loss due to the reduction of treasury bills has passed
away, the permanent saving to the railways will be in the neighbourhood of
88 lakhs, and to general revenues of 26 lakhs.

46. Apart from this it must be noted that the conversion operations only
affect what we call our Ordinary Debt. As regards our so-called ‘Other
‘Obligations ’, although we have reduced the rate of interest on Post Office Cash
Certificates from about 6 per cent. to 4} per cent., the results of this will only
very gradually be felt, while in regard to the other heads, Post Office Savings
Bank Deposits and Provident Funds, the interest rates which we allow are
calculated on methods which will not show any immediate reduction. In
fact, as regards the important head of Provident Fund balances, on which
‘We are pa,{ing interest at over 3} crores annually, the rates which we allow
will actually show a slight increase next year, because we work on the basis
of the average rate of the preceding five years, and we are therefore just now
dropping out yoars when the interest was lower than it was last year.

47. There is, further, another special head under which an inoreass
has had to be provided, which offsets some of our other savings under
interest payments, namely, interest on War Debt. The House will recollect
that the so-called Hoover moratorium originally extended to the first of the
two payments due for 1932-33, and that His Majesty’s Government agreed,
when the moratorium was first introduced, that as they were not making
payments on the debt due from them. to Amorica, they would not themselves
demand interest on the debt owing from India and the Dominions to them.
The House also knows that the moratorium was not extended, and that His
Majesty’s Government met the full payment on the-second instalment due
in December last. His Majesty’s Government have, however, agreed
not to demand any payment due at the present time from their own
debtors—India and the Dominions—pending a final settlement of the War
Debt question. How that will be settled no ane knows, but I hope that it will.
bein & manner which will bring relief to the debtor nations, for 1 believe that
the world’s trade cannot flow in its normal course, nor can any country settle
down to normal economio life, so long as these huge international obligations
continue as disturbing factors. For the present, however, we have to take
account of the fact that the debts exist, and we have made provision in the
ourrent year for the second instalment of interest due in December, and for
rext year on the basis of a full year’s payment. For the current year the
fnstalment due, but not demanded, has been debited under the interest hpt_u_d
and oredited to a suspense account. The amount, however, for which we are
making provision next year, has been reduced because we have thought

T
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it reasonable to assume that, fending a comprehensive settlement of
question of War obligations in which India’s War Loan liability will p‘o’sai:)l;;-
‘be included, His Majesty’s Government will at least give us the benefit
of a reduction in interest rates corresponding to the reduction which
they have achieved by converting the British 5 per cent. War Loan. At
the same time we have made provision for repaying by equated annual
instalments over a period of 20 years our War Loan liability outstand-
ing at the end of the current year including the arrear interest for a
year suspended under the Hoover moratorium. The combined effect of
this last-mentioned provision and of the reduction of interest rates is that the
full provision for next year is £658,800 against a liability of £836,000 under
the original arrangement. I must point out however that for 1932.33 we
have only had to provide for half a year’s interest at the bhigher rate,
namely, £418,000; so that under the new proposal interest charges are
increased by £240,000 or Rs. 32 lakhs.

While we are making provision for this amount it must be noted that we

are not allowing for any receipts under the head of reparations, for these
‘remain suspended under the Lausanne agreement.

We can only hope that these matters will be settled in a fair manner
during next year and that possibly the settlement may leave us in possession
of a margin. This is one of the favourable possibilities for the future.

The net result of the factors affecting Interest payments, some of whieh
I have just explained, is that interest charges show a net reduction of 2,04 lakhs-

as compared with the actuals for 1931-32 and 51 lakhs as compared with
the revised estimates for 1932-33.

48. The other items which may be classified as ‘ Finance heads’ are
the provision for Reduction and Avoidance of Debt and the net revenue fram
Currencyand Mint. Under these heads there is no striking change as compared
with the revised estimates. The provision for Reduction and Avoidance of
Debt is put at 688 lakhs for next year as compared with 884 for the current

. The amount is arrived at automatically according to the present
convention which is well known to the House. An important point to note-
is that it is a substantially heavier burden now than it was in the period of
prosperity from 1923 to 1928-—in fact; it is 2} orores more than the annual
average for that period.

49. As to Currency and Mint, the receipts under this head automatically
go down when the rate on treasury bills falls. We are allowing for a net

reduction of 61 lakhs as compared with the revised estimate for the current
year.

50. It will be seen from what I have said that as regards Finance heads
there is no great change compared with the revised estimates for the current
year. Net interest charges are down by 61 lakhas, Reduction and Avoidanoe
of Debt is up by 4 lakhs, and the net revenue from Currency and Mint is down
by 61 lakhs. Interest receipts show & small decrease of 1lakh. There is
therefore a pet deterioration of 16 lakhs.

51. Commercial Departments.—1 now turn to the remaining important
factor—reveipts from Commercial Departments. 8o far as the Railways are
concerned I need say little. We take credit in our budget for full interest
payments, although, as the Honourable Member for Railways has explained,

. these can only be met by trenching on the unspent balance of the allocation.
! “follydepreciation. '
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, As to the Poste and Telegraphs, the position remains, I fear, unsatisfactory.
The net loss on working account, which has to be carrisd in our budget, for
next year is put at 57 lakhs as compared with about 48 lakhs in the revised
estimate for the current year. This increase of 9 lakhs in the loss allows for
an extra charge of 27} lakhs on account of pay due to the proposed reduction
in the cut and 15 lakhs on account of inocrements. As asmall increase of

"8 lakhs in revenue has also been assumed, net economies of 25 lakhs have
accordingly been achieved in gther directions.

52. Expenditure position.—Having thus dealt with the position as
regards Tax revenue, Finance heads and Commercial departments, I must
now turn to consider the main heads of expenditure, Civil and Military.
It is this expenditure which above all needs careful watching, and I have
no doubt that, now that our main retrenchment campaign is concluded,
Honourable Members of the Legislature will feel it to be especially their
function to satisfy themselves not only that we have carried out our
promises, but also that we arenot relaxing our efforts to achieve
economy. With that I entirely agree, for I have always taken the view
that the pressure for economy must he continuously applied and should
not be allowed to become a process of violent energy at one moment to be
followed by a period of lassitude and relaxation continuing until a new
emergency arises. If, in giving an account of the present position, I am led
into very small details, that is & reminder of the fact that it is only by
painstaking attention to every detail that expenditure can be controlled.

83. Civil Expenditure, 1932-33.—The budget estimate of Civil
expenditure for the current Year (1932-33), i.¢., excluding military expenditure,
expenditure on Commercial departments and Debt services, was 20,65
lakhs. OQur revised estimate now gives the figure as 20.89 lakhs. There is
thus an apparent increase of 24 Iakhs.. But a closer examination shows that
this increase does not denote any increase in real expenditure, and, indeed,

" that the economy in reocurrent expenditure has been greater than that
which we promised. The figure of expenditure as shown in our accounts
has had to be increased because special items amounting in all to 68} lakhs,
but the great bulk of which do not denote real expenditure, have had to be
included.

54. I can olassify these items as follows:

(a) Items which meroly appear under expenditure heads in the accounts,
but are not expenditure in the ordinary sense. These come to
a total of -404 lakhs. The details are as follows :—

(1) Increase in the share of Customs revenue payable to the
Travancore and Cochin Darbars. This is unavoidable
under the terms of the agreement. It is not really
expenditure, but rather a deduction from revenue . 2
{2) Extra payments under Opium. This is necessitated by
the fact that the yield of the orop was unexpectedly
high. The opium has to be purchased from the cultiva-
tors, but of course the cast will all be subsequently
recovered . . . . . . . 16}
(3) Increased expenditure on fumigation of imports of
Awmerican cotton. The whole of this cost is recovered | 3
{4) Carry-forward of certain expenditure from 1931.32 to
1932-33 (Aerodrome works at Juhu and cost of currency .-
note forms) . . . . . Ry .1



(c) Items of special unforeseen expenditure. These amount only to

TBR »UDEET, POR 1088-34,

(5) Increase in the net expenditure under Survey of India and
the Indian Stores Department owing to short recoveries
due to financial stringency and general trade depression,
This item does not represent increased expenditure,
but as the amount of this grant in the budget is the
net amount after deducting recoveries, this net amount
is increased if the recoveries are reduced . . .

(6) Payments to local Governments on account of re-allocation
of leave and pensionary charges of officers lent by them
to the Government of India and re-classification of
oertair; other charges (port quarantine charges, eto.) as
wntra L] L] . . . . .

Most of this merely represents the discharge of a liability
already accepted. The potential liabilities under this
head are now practically exhausted.

and are mado up as follows :

(1) Provision for the annual Research Grant to the Imperial
Council of Agricultural Research not included in the
original budget. This grant was suspended as part of
the economy measures. As, however, a surplus is
available on the 1932-33 budget, it was decided to
recommend a special grant out of this surplus to the
Imperial Council of Agriéultural Research, which will
increase their balance to a sum sufficient to provide
for the completion of all the projects which they
actually have in hand. A motion for a supplementary
grant to cover this item will be moved in due course.
The regular annual provision of this 5 lakhs still
remains suspended . B . . .

(2) Inoreased terminal charges on pensions including com-

mutation payments. These charges in excess of our

original estimates had, of course, to be met . . .

4

11

(b) Special non-recurring items, These account for a total of 17 lakhs

12

the small sum of 11 lakhs, The following are the details:

(1) Expenditure on staff and roads In comnection with the
Khirtar Canal colonisation scheme .

(2) Expenditure on account of the special wession of the
Legislature in November . .

13 Ex¥enditure on account of the third Round Table Con-
" Terence, lt-he Ottawa Conference and the Capitation
‘ 1% una . . .

(4) Expend.itﬁre on repairs n itated by fiood Sisnages .
(6) Other minor items . . . .

i
1
4

3
!

58. Aa the special items to which I have just referred amount to 684 lakhs,

and ag the total accounts expenditure for 1932-33 shows, as I have explained,
.an inciease of only 24 lakhs, it follows that under the other heads of real
. ‘expenditure we shall have achieved during this -year economies of 45 lakbs
more than we promised. It may be remembered that in my budget speech
in March lagt (paragraph 34) I stated that, broadly spesking, against a. total
nt in expenditure of 490 lakhs recommended by the four oivil

¥

i
e
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gub-committees, Government had achieved economies of 433 lakhs or nearly
87 per cent., before allowing for terminal charges which the oommmseea did
not take into account. The results according to the revised estimate for the
ourrent year which I have just given show that the actual economies achieved
.in normal expenditure amount to 45 lakhs more than this, that is to say, to a
total of 478 lakhs, or nearly 98 per cent. of the amount recommended by the
retrenchment committees.

58. Civil Expenditure, 1933-34.—Turning to the estimates of expenditure
under these civil heads for next year, I am glad to be able to report a still
further improvement. As compared with the current year with its budget
estimate of '20,65 lakhs and the revised -estimate of 20,89 lakhs, the estimates
for 1983-34 are 20,53 lakhs, that isto say, a reduction of 36 lakhs on the current
year in spite of the following facts ; first, that we have allowed for reducing
the cut in pay to 5 per cent. thereby incurring extra charges of 28 lakhs on
these particular civil heads, secondly, that we have to meet the normal
increments in time scale pay which still involve an annual addition of some-
thing like 15 lakhs, and thirdly, that we have to meet new obligatory
expenditure amounting to about 17 lakhs, the nature of which I shall shortly
explain. If all these items are taken into account it will be seen that the
total of the net reductions otherwise effected under the normal heads of
expenditure amount to no less than 96 lakhs. Honourable Members may
say that they are not concerned with this figure but only with the saving of
36 lakhs actually effected, but I have given these explanations in order to
show how we are continuing the retrenchment effort and what a constant
effort is required merely to prevent expenditure from growing.

657. I must now explain the nature of the items which go to make up the
16} lakhs of new unavoidable expenditure as shown in the accounts to which
I have referred.

. (1) Further increase in the share of Customs revenue payable
to the Travancore and Cochin Darbars.

This, as already explained, is not - really expenditure but a
transfer of revenue under the existing agreement . . 1

(2) Additional expenditure on income tax staff in Bombsy -
necessary in the interests of revenue . .

(8) Further expenditure on staff and roads in ooxmectnon thh

the Khirtar Canal colonisation scheme . !
- (4) Expenditure under Police on oonstruction of polme quarters
and rearmament of police . . i

. '(B) Increased charges under Political on aooount of re-e 1pment
of police, maintenance tharges -of buildings, re Loement
of a motor-car, additional establishment £or Gyantse

Trade Agenoy a.nd land compensation charges . <1
~(68) Grant for Sugar Researoh . . . . ¢
(7) Additional expenditure under Aviation for works snd staff . 1
(8) Cost of compilation of inter-provincial trade statistios . . 2

(9) Coat of new civil works, viz., improving the rosdway on the
Jumna bridge and Sibi water supply scheme . . 4
(10) Lump provision for the Joint Select Committee . 134

(H) Other petty items (including about § for moboomlogiml
facilities for Karachi-Madras air route) . - AT 1 3
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Tt will be seen from this list that most of these items are beneficial expenditure.
The largest of them—which I specially wish to mention—is & provision of
2 lakhs for improvement in our statistical records. This represents one ste
"in a general plan for improving our economic intelligence organisation whqu
we aTe DOW preparing.

58. Military Expenditurs.~-When I turn to the provision for the Military
or Defence Budget the results are equally, or even more, satisfactory. For
“the current year (1932-33) allowing for the full effects of the 10 per cent. out
in pay, the net budgetary allotment was 46-74 crores. For next year the
net expenditure provided for in the estimates, after allowing for an extra
charge of 52} lakhs due to the reduction of the cut in pay to 6 per cent. is
46-20 crores. That is to say although the pay bill is increased by 52} lakhs
the net expenditure is to be reduced by 54 lakhs. The further economies
made therefore in other directions amount to 108} lakhs,

B9. It is necessary of course to point out that the provision now made
is cut very fine, and that to some extent the reduction in expenditure
progressively effected over the last five years is due to the fall in prices of
commodities which the Army has to.buy. The difference between commodity
prices as talien for the present estimates, and those prevailing in 1928.29,
represent & saving on the whole budget of about 1 crore. If prices were to
rise again, a8 in the general interests of the country one must hope they will,
obviously under this head charges would increase.

T must also point out that this budgetary provision inclpydes no margin
for unforeseen expenditure, or for the continuance of the re.equipment
programme which was laid down in 1928 and which is still being finaneed
(to the limited extent which is possible) from reserves acoumulated under the
stabilised military budget system which was then inaugurated.

60. Nevertheless, while these facts must be borne in mind, I cannot but
feel that the reduction in the net military budget from 5510 crores (including
the Territorial Force grant) in 1929-30 to 46-20 crores in 1933-34 is a very
satisfactory achievement. There are some ungenerous critics who, when
they see large savings effected in public expenditure, are inclined to say that
that only indicates how extravagant was the original provision. I must
indeed confess that I make it my business, as Finance Member, to be

erpetually telling the spending departments something very much on these
ines, But, in the case of the economies effected in the last two years by the
officers of the Army from the highest downwards, I know that a great part of
their work has been, not the elimination of unnecessary or wasteful expendi-
ture, but the giving up of cherished schemes destined to increase the efficiency
of the Army or the amenities for the troops. They have given them u
without rancour hecause they recognised the greater urgency in the public
interest of preserving financial equilibrium during these critioal times, and
they have for this reason been wholehearted co-operators with the Finance
Department in a task which I know has been most distasteful to them. The
public _interest can never be served properly without such co-operation.
What I say of the Army is equally true of the other departments, and I hope
that this..ZsaembLy. will not deem it unfitting that I should take this occasion
of expressing my gratitude to them for the part which they have played
in our common effort to restrict public expenditure, (Hear, hear.)

" 81. Expenditure Position. Summary—The net result is that as regards

the two main fields of administrative expenditure—the Civil heads, excluding

expenditure on Commercial departments and Debt services, and the Dﬁ;ﬁeme
 §
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budget—the budgetary provision for next year comes to a total of
66-73 crores as compared with a total of 67:63 crores for the current year.
The total provision has thus decreased by 90 lakhs-in spite of allowing for
extra expenditure of about 80} lakhs under both heads due to the reduction
of the cut in pay to 5 per cent., and in spite of the normal and unavoidable

. growth of expenditure due to increases in the pension bill and to the
increments accruing under the time-scale system on salaries, which .involves
an increased provision next year of about 20 lakhs.

I would before leaving this subject like to remind the House that the
expenditure in these two fields which stands for 1933-34 at 66:73 crores
amounted in 1929-30 to no less than 7882 crores. '

62. The explanations which I have now given show in what respeots, our
estimates for next year must differ from the revised estimates for the current
-year, although as I have explained, we have adopted as a foundation for next
year's estimates the assumption that the general conditions of the ocurrent
“year will be repeated. -

63. I may summarise the position as follows : !

o Ra. lakhs..
REVENUE— » ‘ Better. “Worse.
Customs — (Reduction due to fall allowed for in - L
imports of sugar and cotton piece-goods) . .. 1,04
Income-tax.— (Increase due to removal of exemp- .
_ tion from surcharge on Government servants) 53 .
. . 8alt.—(Reduction mainly due to termination of
b ' temporary increase .in receipts on S
" tetmingtion of credit system) . . o e 1,63 .
Opium = . . . . . . . 26 ..
Finance heads.—Net changes inoluding addition. :
al expenditure of 1 on account of part
restoration of cut in pay . . o e 16
_ Commercial departments.— Net revenue . . e 11
Miscellameous.-- (Reduction of 30 due” to no
provision being included in next year's N
estimates for Gain by Exchange) . o e 445

ExpENDITURE—

( Net reduction effected in spite
of part restoration of pay oub
costing 784 lakhs under these
heads as compared with the
revised estimates. (This net
Military— 4 reduction together with the
Owil heads.— | reduction of 5 under Irrigation
and Currenoy and Mint taken
on the revenue side gives a
total reduction of 90 as men.
{ tioned in para, 81) . . 85 .

Total . 163 338

64. As a rqsult of the changes thus summarised the net deterioration for
next year is estimated at 175 lakhs, and thus the surplus of 217 lakhs shown
‘%tltﬁt:e vised estimate for the ourtent year will be reduved to a surplus,qf
4 8. ' PR
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The comparigon betweon the two years may te this summarised.
Ra. orores,
1038-34. 1932-38.
Budget. Budget. Revised.
" Revenue . ' . o 124:52  129-98 127-13
Expenditure * . * . ., °© 124-10 127-81  124-96

Balancé . .42 2-16 2-17

BupcETARY PROPOSALS, 1933-34,

85. These figures are arrived at after allowing for the proposals as regards
pay which were announced in the communiqué of February 3, and without
them  we should, qn the basis of the retention of all existing taxes, have
shown an estimated surplus of 97 lakhs. That then is the position which
I have to put before the House, and I must now explain what we consider
to be the right policy in this position. -

The cut in pay.

66. In the first place I must say something about the proposal as regards
pay which as T have just explained has been allowed for in our estimates.
Before explaining the details as regards its financial effects, I want to
clear up one point about our procedure. We regard this proposal as being an
essential part of the budgetary plan. Its justification must depend on the
budgetary position and cannot be discussed without full knowledge of that. In
these circumstances the normal course, and the course which we should have
thought right, would have been to make tho announcement as part of the
budget spoech, so that Honourable Members might simultaneously know the
whole position and the whole plan for which Government sought their approval.
Unfortunately that course was not practically possible, because on February 8,
the budgetary proposals for the Railways had to be put before the Standing
Finance Committee for Railways, and it was impossible to do this without
revealing proposals about the pay ocut for Railway officials. We could not
put forward the Railway Budget on a hypothetical basis, nor could we feel
1t right in the special circumstances of the present case to treat the Railway
staff on a basis different to other Government servants. For this reason
we were forced to announce the whole plan which we proposed four weeks in
advance of the budget speech.
__67. The precise financial effect of the present proposals has already been
indicated as regards particular departments in my earlier remarks, but I
think it well to summarise the position.
For the Central Government civil services, including the Posts and
" Telegraphs Department, but excluding the Railways, a restoration of the
full cut in pay for twelve months would cost about 1,22 lakhs.
_For the Army, taking the officers affected by our cut, it would cost 1,34

" ‘As under the original plan the 10 per cent. cut was to apply to all g:y
earned up to March 31, 1933, and as salaries are always paid on the first day
of the month following that in which they are earned so that March pay is

debited to the accounts only on April 1, there will in any case be one month
532
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of the full cut included in the budgetary expenditure of the financial year
1933-34. Therefore any reduotion in the cut for next year only affects eleven
months’ pay. borne on the 1933-34 budget.
To reduce the out in pay to one-half for eleven
months means on. the Civil side . . . 563 la];hs.
and on the Army side . . . . ", . 52}lakhs.

—

The total cost therefore is . . . . . . 108 lakhs.

As against this the Central budget will recover as a
result of the withdrawal of the exemption of income-tax
surcharges and the tax on incomes below Rs. 2,000 from
Government officials—not only officials paid against the
Central budget, but officials of the Railways and officials
serving under the Provincial Governments—a net

increase in income-tax receipts of . . . . -53 lakhs®.
The net cost of the proposal to the Central Govern-
ment is thus . . . . . 55 lakhs.

68. The considerations on which this proposal has been put forward by
the Government of India are first, that it represents the maximum concession
which the financial situation justifies, and secondly, that there are very strong
reasons for going as far as the maximum which is justifiable. . I do not propose
now 1o go into ell the arguments or to anticipate what may have to be said
hereafter in the course of debate. I can explain Government's position in
this matter very simply as follows. ' o

69. In the first place I must recall what I said when introducing the
original proposals in September 1931. 'We hoped then that the emergency
with which we were called upon to deal was a temporary one, or at least that
the degree of intensity which made the imposition of these extreme measures
necessary would have passed by March 31, 1933. The cut in pay was thus
definitely intended to be merely a temporary measure justified only by an
‘extreme and, as we hoped, temporary emergency. It was essential to make
this purpose clear, and I therefore stated as one of the main conditions that
the cut '

4 ghould be of & temporary nature not ‘extended beyond the need of the present
exceptional emergency. Its justification is in the need for a common sacr.fice in a
- national emergency.” .

Further, in summing up the position, I again said :

1t must be clearly explained thet there is no intention that they should remain
operative beyond March 31, 1033. They will not-be continued beyond that date
without further examination of economic conditions. ...... aoel .

We have acted exactly in accordance with the intention thus indicated-

‘We have very carefully reviewed the esonomic conditions, and we have arrived

“at the definite conolusion that  while we oan:take the visk of making some

redaction, nevertheless an emergency continues sufficient to make it impossible
to restore the whole of the cut .- S

*Note, —The actualincrease in incoms-tax O?aid directly by offisials is 67 lakhs, byt the
net gain is only 63 lakhs. The explanation of this is that, for special reasons, the value
of the exemptaon in tho case of Railway officisls was previoualy being .psid to Govern-

.. ment by the Railway administration. This amounts to'14 lakhg, ‘and’ of coutté when
the Railway officials themselves pay the' tax, the Railway administration will coass to-
make this payment, ' R o BT
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That, then, is the first point which I must make, ndﬁlely, that we regarded,
and still regard, the cut as a temporary measure.

The second point is this, that we regarded a cut in the fixed pay of
Government officers asan extreme measure only to be taken in the very last
resort after the efforts of all other feasible measures for dealing with the
situation had been ethausted. Obviously a measure which is thus only
justified in the last resort cught to be the first to go when any relaxation is

sible. On this point also I made our purpose perfectly clear in September
1931. I said, after expressing the hope that it would be possible in 1933 1o
relax the emergency measures :

“ It is perhaps forzoasting events too much to say in what order these reduc-
tions should be made. But there are certain principles which we consider must be
observed. Relief must come first in restoring the emergency outs in pay and
secondly in taking off the suroharge on the incoms-tax now to bo imposed.”

Therefore on this point also we are acting in accordance with our declared
purpose.

70. Now in dealing with this matter I have to make our position clear
both to those who may think we have gone too far in the present proposal,
and also to those who may think we have not gone far enough. -

I will deal with the latter first. To them I would say that we have acted
exactly in accordance with our declared purpose and that we have gone to the
maximum extent that we considered justifiable. It must also be remembered
that in deciding our policy we had to take into account not only the budgetary
position of the Central Government, but also that of the Railways in which
we are directly interested, and, further, that of the Provincial Governments
who might be affected by our example and whose financial troubles react upon
both the Central Government as their bankers, as also generally upon the finan-
cial position of India as a whole. Taking into account these wider implica.
tions we felt it to be absolutely clear that we could not go further at present
towards the restoration of full pay than the half measure which we have

proposed.

71. To those who may think that we have gone too far, or that we cught
not to have taken this step in priority to relaxation of measures of taxation,
I wish partioularly to emphasise that this must not be regarded as optional
expenditure to be weighed in the balance against other possible
demands on the public funds. Government is not really meeting its full
obligations as long as it is not paying the fixed rates of pay of its officials—
rates, moreover, which in certain cases are guaranteed by the Government
of India Act. Government is therefore bound to regard the task before it as
one of producing a balanced budget after including full pay to its servants.
In fact there is only one criticism which we could regard as relevant
and valid, and that is if it could be maintained that the proposed remission
goes further than financial conditions warrant. In this counection I would
remind them of one very important point which I have brought out earlier
in my speech, namely, that in spite of the actual addition of Rs. 108 lakhs
.on the expenditure side which this proposal involves or excluding the
Posts Telegraphs Department 80} lakhs, we are able to show a
net reduction in the Civil and Military expenditure of Rs. 90 lakhs. This
‘fact alone should answer many oriticisms. Apart from that, as regards
financial justification, the action now proposed must be judged by the results.
What we hope is that conditions will so improve during the next year that it
may bgﬁ»oes\ble not merely to avoid retracing the step now taken, but to teke
the further step of restoring full pay and after that making & start in reduding
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the burdens of taxation. Beyond the expression of such & hope it would be
ragh to go.

72. T may add one final point for consideration by critics who may think
this proposal unduly favourable to the Services, namely, the significance of
our having in our proposals coupled a reduction of the cut with the
removal of the income-tax exemptions. We felt it to be important to get
rid as soon as possible of the position in which Government officials
were treated as a special class as regards taxation, and subjected
to special burdens in lieu of some of the burdens of taxation falling upon
ordinary citizens. Honourable Members who criticised our original proposals
were always very ready to caloulate the exaoct value of these exemptions.
I trust that they will be equally ready to recognise what the burden of their
removal means. For officials on the highest rates of pay it means that they
benefit very little from the present proposal; in fact, for officers earning
Rs. 1,600 per month and over, the surcharges amount to from 24 to nearly 43
per cent. The greater part of benefit is felt in the lower grades. The final
result in any case is that Government officials are still subjected to a very
special burden, for they have to suffer not only the heavy burden of
ordinary taxation but are further penalised by a special deduction of 5 per
cent. from their salaries.

73. There is one consequence of our proposals which must have struck
all Honourable Members, So far as the net burden to the Central Government
is, under these proposals, mitigated by the recovery of full income-tax
surcharges from Government officials including those serving under the
Provincial Governments, it may be argued on behalf of the latter that it is
inequitable that we should thus for our own benefit convert a deduction which
was formerly treated as a cut in pay into a deduction in the form of income-tax,
We cannot admit that such a result would in any sense be improper, for it
follows necessarily from the present constitutional position as regards taxation,
and we would regard it as a very dangerous precedent to admit that the
Central Government may have to give up the proceeds of taxes on the ground
that they are borne by officers serving Provincial Governments.  Nevertheless
so long as an emergency justifying a cut in pay persists it must be admitted
that the circumstances are exceptional, while, having regard to the sequence of
events, it must be recognised tﬁat there is some ground for the feelings of
Provincial Governments. We desire within the limits of our resources to take
account of these special considerations, and if the financial results for the

ear prove that it is possible, we intend in due course to put before the
gislature proposals that, in the case of Provincial Governments that can
satisfy us that they are in unavoidable deficit, special grants shall be made to
them representing the amount collected during 1938-34 from the emergency
jncome-tax increases now to be levied for the first time on the salaries of
such of their officials as are still subjected to a cut in pay. Our estimates
show that the total amount involved for all officers in the service of the
Provincial Governments would be about 36 lakhs, If therefore our budget.
estimates are realised we shall be in a position to make these grants.

74. Having explained the considerations which guided us in making our
proposals about the cut in pay, it will be fairly obvious to Honourable Members
what our general policy in other matters must be. We have treated the
restoration of the cut as our first objective, and the tentative step of partial
restoration which we have proposed represents the limit to which we think it -
safe in present circumstances to go. Otherwise the whole carefully balanced
framework of the finanocial plan which we introduced in September 1931 must ..
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in our view remain undisturbed. The position is sqund ; the plan has worked
and proved equal to the emergency ; budgetary equilibrium has been restored.
But the future is still dark with uncertainty. Bome of us, and I am one of
them, may feel hopes that an improvement is coming. But one cannot make
budget estimates or frame financial policy on hopes. We are materially better
off than we were in Septemher 1931 in the sense that we have got the measure
of our diffioulties and proved that our structure is strong enough to stand up
against the storm, at least as hitherto experienced; but there could be no
more fatal folly than to weaken that structure before the storm is over, and
thus jeopardise all the success which has been achieved.

75. We therefore think that the structure must, at least until things are
clearer, remain unaltered, and I have accordingly no remissions of taxation
to propose.

76. We have considered very carefully whether in any cases 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 reduotion
of the duty would so stimulate the demand as to produce an increase of revenue.
T have little doubt that in the course of the budget debate questions of this
kind will be raised, and 1 can defer a statement of the evidence in regard to
any particular item until then. We have given special consideration to two
very high import duties, those on silver and sugar. As to silver, it might
perhaps be argued with greater force than in the case of any other article that a
reduction in the duty might stimulate consumption, or at least that, as we are
recovering so little duty now, we could afford to risk the experiment. If
revenue were the only consideration there is doubtless a good ‘deal in the
argument. But we had to take other considerations also into account.
The internal price, which affects many classes in India, depends on the rate of
the import duty, and any lowering of that would have had a disturbing
effect. 'On the whole we thought it to be in the public interest not to introduce
disturbing factors of that kind just now.

In the case of sugar it is essential to remember that the present rate of
duty is substantially higher than the maximum protective duty recommended
by the Tariff Board. It is conceivable that a lowering of the duty might in
this case stimulate imports of foreign sugar. But just at this moment many
new factories are being started and for that reason one must hesitate to make
any sudden change. On the other hand it would be highly imprudent for
those who are investing money in the sugar business to forget that present
conditions are more favourable than those on which, according to the recom.
mendations of the Tariff Board, they have any right permanently to rely.
For this reason a due pm{)ortion of the profits that are earned on the present
basis ought to be accumulated as reserves, for no right can become established
to a continuance of the present position.

77. As regards Taxes on Income, we deplore as much as anybody the
necessity for a continuance of the present rates, but all that we can promise,
and this we do most sincerely, is that they will not be continued longer than is
necessary and that all our efforts will be directed to keeping down expenditure,
and to preparing in other ways for a lightening of this particular burden.

78. While our general plan is, as I have explained, to stand on our present
position without weakening any part of it, there are three proposals of minor
melcxz'tance wbich are included in the Finance Bill and which I must now
explain.

- '19. The first two are changes in the import duties on boots and shoes
and - artificial silk goods which can be desaribed as revenue measures with &
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protective significance. Their justification really depends on a com-
bination of these two qualities.

80. Special taxes, going beyond the ordinary 25 cent. surcharge,
viz., a specific minimum duty on boots and shoes and enhanced rates of duty
on artificial silk manufactures, were imposed on these two classes of articles
in the Emergency Act of 1931, and these have proved excellent revenue
producers. We estimate the yield from the duty on boots and shoes during
the ourrent year at Rs. 27 lakhs, while the year’s yield from artificial silk
manufactures may be roughly estimated at nearly 1§ crores. In the revenue
estimates for 1933-34 I have assumed that these two taxes will bring in as
much revenue next year as in the current year, but it would not be safe to
reckon on such a result if the duties were left unchanged. I will explain the
reason for this.

81. First, in the ocase of boots and shoes, establishments have been set
up in India for the production of shoes made from imported canvas uppers
and imported rubber soling sheets. Both of these constituents pay duty at
no more than the standard revenue rate, and the result is that by this very
simple process of merely assembling in India what are really foreign
manufactures the amount of duty paid by importers is very greatly reduced.
The Bill proposes, therefore, to apply to uppers for boots and shoes & minimum
specific duty at half the rate applicable to complete boots and shoes. This
will do much to safeguard the revenue, while it will at the same time leave some
slight margin of advantage to the local assembly plant as compared with the
importer of the complete article. Leather uppers, which in any case oould
not be cheap enough to fall within the scope of the minimum specific duty,
are excluded for the technical reason that the ad valorem duty to which they
are liable is, owing to the operation of the Ottawa Trade Agreement, different
from that applicable to other uppers.

82. T now come to the second group of proposals which relate to artificial
silk goods and to mixtures in which either silk or artificial silk may be included.
The existing rate for mixtures is, owing to the operation of surcharges, 343ths
per cent. This item was introduced as providing an intermediate rate between
that applicable to silk and that applicable to the other textile ingredient,
whatever it may be, with which the silk is mixed. With the raising of the
duty on non-British cotton piece-goods to 50 per cent. by the notification
of last August, a ncw situation has been created, for manufacturers of such
goods can escape this special duty by introducing at a trifling expense a very
small quantity of silk or artificial silk into the warp or weft of cotton goods,
and thus secure assessment at the lower rate of 34§ths per cent. applicable
to mixtures—a result which would not only involve loss of revenue but would
impair the operation of the protective policy of the Government. We have
rejeoted a proposal that the mixed rate shoufd be raised to 50 per cent., since
that woul(F be unfair to all the remaining classes of silk or artificial mixtures
where the duty is still an intermediate one, and have resorted instead to the
device of a minimum specific duty.

83. While a change in the duty on mixtures has been necessary for these
Teasons, it has also appeared desirable to us to guard against any falling off
from the very satisfactory revenue that we have been receiving from:the
higher ad valorem duties on pure artificial silk goods, the imports of which
are 99 per cent. Japanese. Such losses might occur either through a further
fall in prices of Japanese goods, or through a decline in the volnme of imparts,
We are also not able to leave out of consideration the possibility that to some
extent competition of these goods, no less than of mixtures, when imparted
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at very cheap rates, may impair the effectiveness of the special protective
duties on cotton piece-goods. Here again merely to raise the ad valorem rate
would not only be a dangerous device from the revenue point of view, but
would also be unfair to the manufacturers of the more expensive article in
countries other than Japan ; and for both these reasons we have in this ocase
also resorted to the device of a minimum specific duty.

84. The duties which we propose in both these cases have been carefully
worked out in the light of the objectives to be attained, and they are 4 annas
per square yard for pure goods and 2 annas 8 pies for mixtures.

(I may here note that in the case of both these proposals no distinction
is made between silk and artificial silk. I have already explained why this
must be 8o in the case of nixtures. In the case of pure goods, although the
arguments in favour of imposing the specific duty for pure artificial silk goods
do not apply to pure silk goods, nevertheless in practice it is highly unlikel
that the duty which we have proposed will ever come into operation witK
silk goods ; while it is desirable on administrative grounds to maintain the
duty on silk goods and artificial silk goods at the same level. We are therefore
nominally extending the minimum to silk goods also. We do not think that
these specific duties should be applied to fents, which, as in the case of cotton
fents, will remain liable to the ordinary ad valorem duty.)

The value per square yard of the classes of piece goods concerned can only
be estimated, since the trade is recorded in linear yards, but on the best
estimate that can be made we calculate that with present prices the ad valarem
incidence of the proposed duties will, in the case of pure artificial silk goods,
be 100 per cent. on the Japanese and from 26 to 32 per cent. on others ; while
on silk and artificial silk mixtures the average incidence will be 47 per cent.
onJapanese goods and from 32 to 36 per cent. on others. In regard to mixtures
I would remind the House that we are here mainly concerned with a possible
abuse of the mixture definition so as to pass off what should really be called
cotton goods as mixtures, in which case the ad valorem incidence of the specific
duty would be very much higher, '

Finally, I may say that we are making one more slight change and taking
this opportunity to round off to 35 per cent. the present duty on mixtures,
which, owing to the operation of the two surcharges, has reached the uncom-
fortable figure of 34§t§: per cent.

85. The last of the three small changes which, as I have explained, we
are proposing in the Finance Bill is designed to beunefit not the Central but
Provincial revenues. The House will remember that the stamp duty on cheques
was abolished with effect from the lst July 1927 on the recommendation o
the Currency Commission of 1926. It was hoped that the abolition of the duty
in India would lead to a wide adoption of cheques as & means of payment and
thereby to a desirable encouragement of the banking habit. The actual
results, however, have not been encouraging, and from enquiries made the
Government of India believe that the remission of the duty has not had much
effect. The report of the Indian Central Banking Enquiry Committee tends
to confirm this belief, as it found that the most serious obstacle to the
growth of the cheque habit in the country was the illiteracy of the people.
We therefore felt that we had no strong grounds on which to resist the demand
which has been pressed upon us by various Provincial Governments that the
stamp duty should be reimposed in order to help their revenue, and we have

ingly somewhat reluctantly agreed to propose a reimposition of the
duty for a limited period of three years. In order to allow due notice to
banks and the public the change will, according to our proposal, only come
into effeot on the 1st July 1838. A provision for this purpose is included in
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the Finance Bill. The legislation must be central but the proceeds will be

divided among the Provinces. We estimate that the proceeds in a full year

v];i.}l be1 about seven lakhs of which the greater share will go to Bombay and
ngal,

86. Ways and Means.—I must now turn to a review of the Ways and
Means position for the current year and the next.

The outstanding features of the year have been the sensational
improvement in our credit both in England and lacally, which enabled us to
fund a much larger amount of our loan commitments than appeared possible
when I made my budget speech last year, and the strengthening in our currenoy
regerves which has been possible as a result of the improvement both in our
oredit and in sterling exchange.

87. I will deal first with the latter. In my budget speech for 1932-33
I showed that one of the first sequels to the currency policy adopted in
September 1931 was a large demand for currency in India. This currency
had to be supplied, and though we were able to effect large purchases of sterling
we decided that in the first instance the additional currency should be provided
by the creation of ad hoc treasury hills, and that the sterling should be used
for other purposes, such as the liquidation of our immediate loan liabilities
in London. In this way we effected a net expansion of 35 crores against
treasury bills. At the same time, I indicated that if in the current year we
obtained more sterling than was necessary for supplying the requirements of
our Home Treasury and the repayment of sterling loans falling due, the surplus
would be used to strengthen our sterling currency reserves. This policy has
been carried out and sterling securities have been substituted on a large scale
for Treasury bills, the net reduction of the latter so effected during the year
amounting to 14,39 lakhs.

I have already dealt with this question in my broader survey of the
position as regards gold exports,

88. Loans.—In my last budget speech I anticipated that it would be
possible to reduce the amount of treasury hills held by the public by about
7% crores from the current resources, and that we should not have to raise
any loans during the year except to meet our maturing liabilities. I indicated,
however, that if conditions were favourable we should take the opportunity
by loan issues to strengthen our position-and in partioular to fund as much as
possible of our floating debt. The continuous rapid improvement in our credit
enabled us to float no less than one sterling and four rupee loans at rates which
improved from over 63 per cent. to something below 4} ﬁn]er cent. The results
of the latest conversion loan operation are .not yet fully known, and when
the estimates had to be completed early in February we could only work on
guesses as tohow much would be converted. For the purpose of the printed
estimates we have assumed that Rs. 22 crores would be converted, and I have
had to work out all my figures on this cautious assumption, though
this amount had actually already been reached by February 21st. If1I
assume a higher figure, say, 30 orores, the position is that against
en originally estimated discharge of permanent debt of 26} crores during
the year we shall be able to discharge nearly 78 crores, and in addition
to reduce the treasury bills outstanding with the public by 19,63 lakhs
28 compared with our - original estimate of 7,51. When the discharge
of ad hoc treasury bills, to whioh I have already referred, and the repayment
of Ways and Means advances are included, this means that during the ourremt
year wo shall have been able to fund immediate liabilities to the huge amount: '
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of 121 crores, as compared with & budget estimate of 34. The bulk of
this has been converted into régular loans for which the obligatory maturities
range from 8 years in the case 6f the first loan issued last year, to 37 years in
thlel case of our latest conversion scheme. The details of these loans are as
follows :— ‘ ’ o

REevisep, 1932-33,

India. Rs. lakhs,
4 per cent. 1943 , . . . . . 14,67
4perocent,1060-70 . . . . ., 80,00
& per cent. 1940-43 . . . . . 2468
5% per cent. 1938-40 . . . . . 18,76
— 88,11
England.
6 per cent. Stock 1942-47 . . . . 12,67
Total . 100,78

89. Our general programme has also been helped by exceptionally large
receipts from.post «flice cash certificates and savings bank deposits. Thougll
the cheapening of money rates has enabled us to reduce the yield on the
former from 6 per cent. to 44 by two stages, the latter becoming operative on
Japuary 1, on which date most banks in India also redueed their rate of
interest on deposits, no less than 14,35 lakhs was obtained from these two
sources, a8 compared with the budget estimate of 7 crores, and an average of
less than 6% crores for the 5 years from 1926 to 1931. I want to direct
particular attention to this result on which I have already commented in my
general review of the economic position. ’

90. Capital Expenditure—Railways.—The Railway capital outlay in the
current year is now estimated to be 81 lakhs as compared with 4,15 lakhs
estimated in the budget——this reduction meaning an improvement of 3,34
lakhs in our Ways and Means position. As against this, the results of normal
operations have made somewhat heavier demands on our Ways and Means
position than was anticipated. The gross receipts continued to be dia.
appointing, though the fall was largely offset by inoreased savings in working
expenses.

The net result is that a loan of 934 lakhs had to be taken from the
depreciation fund as compared with the estimate of 759 in the budget. In
this connection, however, I must point out that the accretion to the depreciation
fund during the year was 815 lakhs #o that the effect of this loan is to reduce
the fund by only 119 lakhs, from 14,86 to 13,67.

91. Provincial drawings.—The provincial drawings have been much less
than was anticipated when framing the budget, amounting to 584 lakhs ae
compared with 10,62, this being the effect of the policy of the drastic
restriction of advances from the provinoial loans fund to capital works already
in hand, and the curtailment of these as far as possible. Unfortunately, though
the position of some Provinces was better than anticipated, others,
particularly Bengal, have had again to face heavy deficits. '

92. Revenue surplus.—It is estimated that. the revenue surplus will be
217 lakhs as compared with the 215 lakhs originally budgetied for. - .
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93. Capital Exzpenditure—I shall have something to say in my concluding
remarks as regards our general policy of Capital expenditure and the possibility
of expansion in the future. But whatever change in the direction of & more
expansive programme we may hereafter feel justified in considering, it is not
likely to have appreciable effects as regards expenditure in the coming year.
For the purpose of the estimates we are including provision for Capital
expenditure of 330 lakhs on the Railways and 424 lakhs for loans to the
Provincial Governments.’ ' ' :

94. Borrowing programme, 1933-34—With this reduced capital programme
I estimate that it will be possible to effect a further reduction of 8 crores in
our outstanding treasury bills and still have approximately 17 erores available
to meet our maturing loan liabilities apart from what we may obtain from
fresh borrowing. This is clearly a very strong position. In making this
estimate I have allowed for the possibility of drawing to the extent of about 11
orores on our sterling balance with the Secretary of State. Owing to the
very large figure at which this balance now stands, such a reduction would
be quite legitimate. Apart from this I have allowed only for receipts to the
amount of 840 lakhs from savings bank and cash certificate receipts. This is
of course very substantially less than the estimated figure of 14,35 lakhs in the
current year. I have allowed for this decrease because of the reduction in the
rate of interest to 44 per cent., but this form of investment has now so
thoroughly popularised itself throughout India that it is not at all improbable
that our budget estimate will be materially exceeded.

95. Against these resources of 17 crores our maturing loan liabilities are
of very modest dimensions. We have the option of repaying the £7 millions
6 per oent. sterling 1933-35 bonds, and we shall have to deal with any portion
of the rupee loans of 1929-47, 1933 and 1933-36 which is not converted. On
the assumption that 30 crores of the latter are converted, we shall only
require to raise a loan of 4 crores in India, and on the assumption that we
repay the £7 million sterling loan, we should require to raise only £6 million
equivalent to 8 crores in London. These figures, however, cannot be regarded
as more than tokens. If conditions are favourable in London we might issue
a larger loan and use the proceeds for strengthening our gterling currency
veserves, or to repay £10 million 6 per cent. 1933-34 Bonds which we have
the option of repaying on the 15th December. If the conversions on our
present scheme are larger than 30 crores, the loan liabilities in India will be
80 much less, and we may proceed further with the funding of treasury bills.

One important point to note is that according to these estimates, and
without any further loans, the treasury bills outstanding with the public will,
on our present estimates, be reduced to the comfortable figure of 28 orores by
March 31, 1933, a very satisfactory reduction from the 84% crores outstanding
at the end of August 1931.

96. Home charges.—Exchange was very steady throughout the year,
and large purchases of sterling were made from the middle of August. The
estimated purchases for the year are approximately thirty-nine million pounds.
In addition, £715,000 was taken over from the Calcutta Port Trust, being the
balance of a sterling loan floated by them. Our requirements for the year were
£24 millions so that the balance of approximately £154 millions was available
for strengthening our currenoy reserves, which I indicated in my last budget
mooh as the most appropriate uge to which they could be put. I estimate

t our closing balance in London this year will be £13,400,000, as compared
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with £15,900,000 last year. This i« still a large figure, but I consider it advisable
to adhere to it, as an alternative source from which we can meet our sterling
loan maturities should this prove preferable to sterling borrowing. On the
assumption that we float a sterling loan of gix millions, this means that the
sterling which we will have to purchase in 1933-34 will be £21 million, and if
further remittances are obtained, it will probably prove best to devote them,
.aa in this year, to the further strengthening of our sterling reserves.

97. The position which I have thus explained may be summarised as
follows ; but I must repeat that this summary is compiled on the assumption
that only 22 crores will have bheen taken up under the February conversion
scheme. If the results are different from this the figures as regards rupee loans,

both for the current year and next year will be substantially altered.

Ligbilities. - k
Budget, Revised,”  Budget,
.. _ 103238, 1932-33. - 1983-34.
“Railway Capital outlay . "4-18 <8t 3430
Other Capital outlay . . . . . 1 50 1-52 1-28.
"Provincial drawings . . . . . 10-62 564 4-97
Discharge of petmanent débt . . - 2656 . 60-48 3710
Discharge of treasury bills—
(a) with the publie .« . . 7-51 19-53 . 8400
_(b; in the Paper Currency Reserve . . o ' 1;1139 .
Repayment of Ways and Means advances: . .o 950
Loans and advances by Central Govarnment « -26 8 g
Other transactions . . . . . <08 183 —2.58
5066 123-16 52:10
Revenue surplus e e e e 215 27 -42
Rupeoloans (net) . . v . e 1050 801l 12:00.
Sterling loans (a6t) « < .+ o+ 8:00 1947 800
Post Office cash certificates and savin@s"p_;;k‘. 700 1435 840
Other unfunded debt . . . . . 4o 3087 4-96.
Aopgpracion for oduton o RO Ly e
Deprociation and Reserve Funds: .+ - ) —-91 —20"
Reduction of cash balances . - . - 6:90 4280 17

- ' 60+68 ‘123-16 . &2-19
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98. I have endeavoured to give the House a fair appreciation of our
present position. I fear that I have taken a great time, but even so it has
only been possible to touch superficially on many important points. In the
field of finance the outstanding features of the year under review are, first, the
re-establishment of budgetary equilibrium, secondly, the great improvement
in Government credit which has completely transformed the market for
Government securities, thirdly, the oreation of cheap money conditions.

99. I want to say a few final words on the last two points which are
closely connected. If we turn our memories back eighteen monthe ago to
that day in September 1931 when I had to introduce the emergency financial
plan, the transformation is indeed marvellous. At that time 3} per cent.
paper in India stood at 53 ; now it stands at about 82 ; Indian 3} per cent.
sterling securities stoqd at 46 ; now they stand at about 89. The 1960-70
4 per cent. loan of which we hope to place about 30 crores on our present
conversion plan and whioh stands at about 94 then stood at 62, and at
that time the idea of placing a long term loan on any terms would have been
utterly impossible. Eighteen months ago the bank rate stood at 6 per cent.,
today it stands at 3% per cent. and I would remind the house that
at least as far back as I have been able to trace, that is for 29 years back to
1004, the bank rate at this time of the year has never stood below 6 per cent.

‘Eighteen months ago we had a floating debt of Rs. 84 crores; today
it is i'e:ﬁmed to 88 crores. Now in all this we have obviously been helped by
world conditions, and of course cheap money is to some extent a sign of low
industrial and commercial activity. But making every allowance for these
factors, the transformation in our position would have been quite impossible
unless our own budgetary policy had been sound.

100. The maintenance both of Government credit and of cheap money
conditions is dependent on the maintenance of a sound budgetary position,
for if Government were to start meeting its current needs with borrowed
money, we might not only become unable to borrow that money at cheap
rates, but it might also be necessary to rajse the bank rate in order to protect
the currency position. -~ -

101. 1 wish, moreaver, to emphasise how vitally important it is in the
interests of commerce and industry to maintain both these conditions of high
credit and cheap money. Indeed,the one hope amid the present depression
is that the power to raise long term loans at low rates of interest will provide
a stimulus g:; the revival of capital "expenditire ; and that is the only sound
way by which an exit can be found from the present depression. I know that
meany peopla hold that the present high rates of taxation, particularly of
income-tax, are crushing industrial enterprise ; but I would put it to them
thet nothing:is more likely to damage businegs than a premature relaxation
of our present measurcs leading to difficulties and unsoundness in public
finance. For this again would lead not only to a loss of Government credit
and & rise in the general rates of interest, but would almost certainly make it
necessary in the long run to reimpose taxation at higher rates in order to
recover the lost ground. If, on the other hand, the Government keeps its

osition strong, and if, as a result of the confidence thus created, the publie
gecome ready to invest in long term securities at low rates of interest, that.
offers bope of an industrial revival which will soon’ make it possible to reduce’
taxation. There.is no other sound remedy for the present disease. !
109, 1.6t me say also a few words as to Government’s own policy in thess’
matters. We believe that the time is coming when our own position will be
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80 strong that we oan safely contemplate relaxing the restriction on capital
expenditure which we have bad to impose during the last few years. With
the success of our conversion schemes we are gradually approaching a period
when we shall be entirely relieved of the embarrassment of having to meet
‘heavy loan maturities each year. Onece that stage is attained we shall require
10 raise only a very small amount of money from the public each year in order
to support quite a substantial programme of capital expenditure.

103. But there are certain conditions which will very definitely govern
our action.

In the firat place we must adhere to the policy of pot regarding any
sohemes as suitable objects for capital expenditure which are not economically
sound and productive. In thesecond place we do not intend to launch out into
any programme-on o seale which is likely to depress the market for Government
-securities by putting us in the position of having to ask the investing publio to
subseribe more money than it has readily available for investment. We are
approaching a period when there is more money for investment .in -Govern-
.ment loans than we require to raise. That is & very healthy change of
-conditions from those of the past few years and we de not intend to disturb
these new conditions. , S - .

104. As regards the outlets for capital expenditire, these again must be
carefully chosen. Contrary to the general public impression, it. does not

appear that there are any very urgently needed railway extensions or railway
works, for in spite of the restrictions of the past few years, the railways have
kept fairly well abreast of current needs. Railways, moreover, must no longer
be treated in isolation ; they must be regarded merely as one part of a general
system of transportation and communications, of which roads also are a most
important feature. At the Comnference on Road and Railway policy which is
to be held at Simla on April 24, as announced by His Excellency the Governor
General when he addressed the Assembly-at-the opening of this gession, we shall
consider the whole problem of financing road development.  Whether any
immediate opening for sound capital expenditure can be found in connection
with roads I cannot yet say. All that I can say is that the time has come
when we think it right to give these matters our active consideration.

105. In the matter of our future policy as regards conversion schemes and
funding operations, 1 cannot of coursé annbunce’any - precise plans. We
have proceeded go far step by step, and at each step we have raised the level
-of securities and given to the investors concerned an opportunity to convert
their holdings in a manner which has left them a good margin of profit. I have
- every reagon to anticipate that this process will continue, for I believe that,
subject always to the maintenance of sound Government finance, we have
before us a long period of cheap money and the possibility of seeing securities
reach a substantially higher level. In this policy we-are looking not merely
to the immediate, but also to the more distant future. We feel that with the
new constitution approaching we have a special duty to propare the way,
so that the first years of the new Government may be freed from embarrassment.
In partioular, we desire to consolidate the position so as to make it possible
to start a Reserve Bank on sound foundations.

106. And that brings me to the last thing which I have to say. I fully
realise that the budgetary plan which I have just announced is not of a nature
to stir enthusiasm. It involves a continuance of the grim effort which has
been sustained during the past eighteen months. But if Honourable Members
look round the world, they will, during the next few weeks, see the Finance
Ministers in every country which believes in sound finance introducing budgets
very muoch of this kind. If they dislike the continuance of this effort, I am
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sure they will appreciate that I dislike it equally, and that it must be a very
great disappointment for me, on this occasion of the last budget of my five-
yeat term, not to be able to take for the first time the pleasant path of
relaxing burdens of taxation. Baut I have felt it necessary to.take the harder
path ; and I bave at least this consolation. When I first took office, though
the rest of the world was still booming, it became apparent to me very
early that India was faced with special difficulties, and was destined for
a period both of constitutional uncertainty, and of borrowing to meet past
commitments, which would inevitably reduce her credit. But today we have
recovered from 'all that and I think we may feél that India, amidst a
world which is floundering in the gravest trouble and distress, has reached
‘s position in regard to her ’gghlic financé which challenges comparison with
that of any othet countty. at we have been aided both by speoial fortu e
and by the strong reserve resources of the Indian people in attaining this posi.
tion, I should be the first to admit. But that, while it does not diminish the
value of the position, only strengthens the obligation which rests upon us to
make the utmost efforta to maintain it. I would appeal to the House to
support us both in those efforts and in the fulfilment of what is now our
guiding purpose—the purpose of leaving to the new Government of India
-4 house wall staved and buttressed against all the storms which it may
encounter. (Loud Applause.)

THE INDIAN »FINANCE BILL.

mmmblo Bir George Schuster' (Finance Member): 8ir, I beg
to move 'for leave to introduce the Indian Finance Bill, 1983, ‘

Mr, Ohdmun (Sif.ﬁa’ri Singh Gour): The question ﬁs:

“ That leave be granted to introduce the Indisn Finance Bill, 1983 ",

The motion was ado'pte(‘l‘. h

The ﬁoﬁonnﬁlo Bir George Schuster: Si‘r‘,, 1 introduce the Bill.”

The Assembly then adjourned till Eleven of tlne,_k)lock on Wédnesdsy,
~the 1st March, 1983.
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