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- LEGISLATIVE ASSEMBLY. 
ThuT8day, e9th MaTch, 1934. 

I 
The Assembly met in the Assemblv Chamber of the Council House at 

EJeven of the Clock, Mr President ·(The Honourable Sir Shanmukham 
Chetty) in the Chair.1 

SHORT NOTICE QUESTION AND ANSWER. 

BAI<RID I{JOT AT .A30DHIA. 

JIr. Knbammad, AzhaT Ali: (a) Are Government aware '.l!f a serious 
riot over Bakrid sacrifice in Ajodhia, F'yzabad District, Oudh? 

(b) Is ;t a £al;t that rioters ha,e set fire to Muslim houses and demolish. 
oed a mosque at Ajodhia?\ 

(c) Will Government state what arrangements have been made to 
deal with the situation? 

I 

The JlCmourable Sir Barry Baig: It is llllfortunately the case that a. 
riot has occurred. 1 regret tbat 1 haye not ~t received details of it 
from the Government of tha. United 1Provinoolt. I expect to receive them 
lD the course of the day, an,(i will lay the information on the table of 
the House I1S early as pOiIsible. :Reinforcements of police were despatched 
from Lucknow and troops are available in FJzabad. I think, therefore, 
there need be no apprehension t.ha.t the situat;on is not fully under con-
trol. i 

Mr. K. Kaswood Ahmad: Have Government seen ~ Press report in t,ms 
ec·nnection that, a day before the Id, a large gathering of poople came 
into the t()wn who were not inha.biUlnt~ of t.hp. town, but of neighbouring 
villages, and that no precaution was taken by the United Provinces Gov-
t:rnment? 

The Honoura.ble Sir Harry Haig:. I have seen various Press reports, 
hut, as I ~ave said, I have received no officia,l details yet. 

DEMANDS FOR SUPPLEMENTARY GRANTS. 
\ Kr. President (The Ronourahle Sir ShRnmukham Chetty): The 

House will no\\" resume consideration of the Demands for Supplementary 
·GrantS. 

INDIAN STORE& DEPARTMENT. 

'l".b.e Honourable Sir GeOl'ge Schuster (Finance Member): Sir, I 
move, I 

"That. a supplementary Bum not exceeding Rs. 2,~,OOO.be granted .to the Govern-
or General in Council to defray the charges whIch WIll come !n course of 
payment during the year ending the 31st day of March, 1934, iD. respect of 
"Indian Stores Department' ... 

The motion was adopted. 
( 2937 ) A 
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CVRRBNOY 

fte Honourable Sir George Schuster: Sir, I move: 
"That a supplementary SUID nbt exceeding &. 78,OOV be gr&Ilted to t.he Gover· 

nor General III COWlcil to defray t.ne .:tIarges WIllCD WIll come In course of 
payment during the year endUig the 31st. day of March, 1934. in rtlllp6Ct of 
·Currency· .... 

JIr. VidJa Sagar Pandya (Mooras: lndiu.u Commerce): Si!·. by way 
of iuform~tlon 1 should like to .know why this item is put separat.ely 
&ld the item WIder \JS is q.ot included here, which is tab!ed liS ~o. 3U 
which is in respect of nickel cOllage Iilld that is part of ilie currency. 
Why could not that be l:!tnalgamated with this? 

The Honourable Sir George Schuster: We are simply following the 
usual pmctlc.e. The other item to which my Honourable friend referred 
IS l;hown under a I)ep~lr-.lte head. 1 think ht; is referring to item No. 3(). 
which refeN to "Interest-free Advances". We are following the usual 
prll.Ctice in this matter'l 

Mr. Vldya Sagar Pau.dJr.: Would it not be better hereafter to put 
wese under Currency inatead of showing them separately. 

The Honourable Sir George SchUlter: There are very good reasons 
against altering the heads of these demands. It is important to be able 
kl compa.re one year with another. It we start altering our he8ds of 
8cccounts, it makes it extrelnel,Y difli~ult to· ma.ke eomparative examina-
tiuns of accounts from year to ~·ear.· 

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is: 

"That a supplementary 8um not exceedinlt Ra. 78,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course of 
payment during the year ending the 31st. day of March, 1934, in reepeot. of 
'Currency'. ". 

The motaon was adopted. 

0Ivn. WoaKS. 

'lhe lloDourable Sir George 8chuner: Sir, I move: 
"That a supplementary sum not exceeding Ra. l3,50,000 be granted to the GOYer. 

nor Gt'neral in Council to defray the charges which wiD comt' in COUrtle of 
payment during the year ending the 31st day of March 1934 in ..... !8Ct of 
'Cmt Worb'. II ' , , 

Mr .•. J[uwood Ahmad (Patna and rhota Nagpur cum Orill8a: 
Muhammadan): Sir, I find that ther. ill going to be a higher income 
under petrol n.\' about t('n lakhs. and T WfUlt to suggest that. out of the 
~h!lr~ of Onvcmml'nts which they will have ill this connection, a major 
portIon ShOllld ~O to Bihar towartlll the relief of roads in that Provinc£', 

'!'he BonourabJe Sir George SchUlter: Sit· I \\;\1 deal with this point 
on behfllf of my HonourablE: tripnd, Rir Frank Novce who has had to be 
"reaent in 8D<lther plB<:1! The pOlnt roisPd hy' my Honourable friend 
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was consider~d, and it so. happens that none of the provincial roads, i.e.po 
roads for which the ProvincIal Government Ilre responsible have actua.lly 
been damaged in Bihar. The damagfc. is all in respect of roads for 
which ~e local authorities are responsible and the provision of funds 
for r.naJring good that damage is included in the free grant which we are 
mokmg to the local authorities, as 1 have already explained to the House. 

Kr. President (The Honourable Sir Shanmukham Chetty): The 
q~~stion is: 

"That a 8~ppleinent~ry BUll) not exceeding Its. 13,50,000 be granted to the Gover-
nor General.1D Council to defray the chArges which will come in C01ll'88 of 
payment durlDg the year ending the 31st day of March 1934 in respect of 
'Civil Works'·." • , , 

The motion was adopted . 

. The Honourable SIr Georle BcInIstn: Sir. I move: 
"That a supplementary 8UDl not exceeding Be: 14,14,000' be granted to the GoVCl'-

nor General in C.onncil to defray the ch.rges which will come in course of 
payment during the year endinlt the 31st. day of March, 1934, in respect or 
'8aperannuation Allowances and Pensions'." 

The motion was adopted. 
MlSC};r.J.A~F.OUS. 

'!'he Honourable Sir George BMmer: Sir, I move: 
"That a supplementary sum not exceedtng &. 1,03,000 be granted to the Gover-

nor General in C-onncil to defray the charges which will come in course of 
payment during the year ending the 31. day of March, 1934, in respect of 
'MlaeelIaneoua' ... 

Mr. M. Kuwood Ahmad: Sir. this amount is required by Government 
h!" three reasons, as they have mentioned in the notes and also in the· 
proceedings of the Standing Finance Committee. First, it is required to 
meet the total portion of the expenditure on account of the Committee 
appointed to examine the administrative problems connected with the forma-
tion of a separate SiDd Province. 

The second point for which thp.y want this amount is that these are 
required to meet expenditure on acccunt of the Indian delegation to 
the Joint. Select Committee of Parliament on Indian Constitutional 
~eforml! and the representatives of the Indian Legislature invited to 
atft>nd discu8sions on the Reserve Rank and Statutory Railwa,y Board in 
Loudon. The Stnnding Finance Committee has agreed to it. Further, 
these nre rCfjuired to ml"t't (i) increased payments to Indian Posts and 
Tele~phs Department I\nticipat.ed on account of th~ difference between 
the public nnd cOD('essionnl rates char~eable on f?rel/!D Sta~s t-el.egrams 
.ond (ii) I'crt.flin ('stn!'lli~hmellt 'u":(l nmbt chnrges In connectIOn wlth the 
nunI witlding up of the (\ffair8 of t,he late Indo-European Telegraph De-
pOTtment.i 

I want to know whether the nmmmt which has been pa.id to tbEt 
witnesses has also been included in this or not.·· 1 want also to inform 
Ihe Government, thEt Honourable Members and the public. in this country 

.4. 2 
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that any attempt to worsen the (k;mmunal Award will not be ~pt&b~ 
to the Muslims, and any threat or challenge by 8ard~ 8ant ~mgh 18 
not the proper way to do it, and the Muslims do not like that this Com-
munal Award be worsened any more. 

Mr. Preldden' (The Honourable Sir Shanmukham Chetty): The 
question is: 

"That a supplementary Bum not exceeding Be. 1,~,OOO .be granted. to &be GcmIr· 
nor General in Council to defray the oharps which will come ~ ooane of 
psoyment during the year ending the 3ht day of Karch, 1934, Ul rupeat of 
'lCUICIillaneoDl' ... 

The motion was adopted.! 

TRANSFER OF THE REVBNUE SURPLUS OF 1988·84 TO FeND FOB 
REcONSTRUCTION OF EAB'I'IIQUAD DAJlAOB8. 

"1'Jle lloDourable Sir Geare. SclL1Idel: Sir, I move: 
"That a supp1emeDtary I1UD not ex~ Ba. 1,28,89,Il00 be graDt.e4 to the GoYer-

nor General in Council to defray the c:harpa which will come ia ooane of 
payment during t.be yeaz eoding the m.. cia,. of March, l.934, in reI.,- of 
'Transfer of the :Revenue SurplUl of 1933-34 to Fund for BeconIt.ndioD of J:arib. 
quake Damagee':' 

Mr. Gan Pruad SiD&h (Muzafiarpur cum Champaran: Non·Muham-
madan): Sir, I support this mot.ion wholeheartedly, and, ilJ doing 80, 
my object is only to tender to tte (~"\'t"rnment and to the Hooourr.ble the 
Finance Member our thanks for having made this grant and to the House 
aJeo which has passed the Budget for having 80 readily accepted this 
proposal. It is too early to say at present whether the &,mount of relief 
which.}las been granted by the Government cf India would be adequate 
to the requirements of the situation or not. But, 80 far &8 ~e Bttitude 
of the Government of India is concerned, I know that their attitude is 
"'ery sympllthcti(', and I press upon the Government the desirability of 
making whatever additional granb rnA} be necessary to reconstruct the 
Province and put prople bAck in their normal condition of life. 

Mr .•. Jlaswood Ahmad: Sir. J am thankful to the Government for 
bavin,g given this aid to the Bihar Government. But I wish to sav that 
thiR amount is really nothing to cope with the work which is reaily reo 
quired there. My Honourable friend has said in his speech that they are 
ready to give more money to the Bihar Government for relief work, but 
I wish to draw attention to paragraph 41 (a) of his Budget speech where he 
said that 50 per cent. of the amount would be given free and 50 per cent. 
8S a loan-for the reconstruction of Provincial Government buildings. The 
condition of the Bihar Government is not good and their financial position 
is not sound now, and their income will fall much lower than is expected, 
because they will not be able to collect sufficient land revenue; and 80. 
-:vhen the-ir income is Jessened, it is !Jot advisable that the c10vernment 
should !rive only 50 per cent. towards reconstruction: I would request 
them to consider whether the whole cost of sueh reconstruction of Pro-
vincial Government bwldings should not be given free 8S a help and 
relief to the Bihar Government. Public opinion in Bihar i, thankful to 

the Central Government and to m.v Honourable friend, Sir George 
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Schuster, and I hope he wiJl consideJ' t.h!s question again and that other 
relief measures which may be reqwred by the Bihar Government will 
also be given. 

The Honourable Sir George Sch1lSter: Sir, I think my Honourable 
friend has gone perhaps rather outside the proper scope of this demand 
in his remarks on this particular grant; but I did not raise any objection, 
because I want to make one point cJear to him and to the House. In 
offering the Government of Bihar a free grant of half their expenditure, 
we, as a matter of fact, went further than the Government of Bihar 
themselves asked us to go; and I want also to remind my Honourable 
friend that if the Government of Bihar have to raise a loan of 50 lakhs, 
the interest charges on that amount will presumably be something like 
Hs. 21 lakhs pH :mnUIn. 1\0"'. accmding to our financial proposals for 
this year, if our whole programme is accepted by the House, the Govern-
ment of Bihar will stand to get an addition to their revenue of Rs. 12! 
lakhs a year as their share in the jute export duty. Therefore, I think 
we have gone very far in our proposals to heJp the Government of Bihar 
and tb put it in a sound financial position. 

Kr. Vldya Sagar Pandya: Am I to understand that the interest will be 
charged at the rate of five per cent. to the Bihar Government on the 50-
lakhs allotted to tht~m '/ 

The Honourable S~ George Sch1lSter: I never said anything to justify 
such an assumption. I said that the interest charges on 50 lakhs would 
presumably be about Rs. 21 lakhs-and twice 21 works out to 4! per 
(ent.: it will probably be less thi,n that: I sa.id "about 21". 

JIr. B. Daa (Orissa Division: Non-Muhammadan); Sir, is the Honour-
able Member aware that jute is grown in Orissa onlv and not in Bihar, 
and I do not, want the Bihar Government to monopolise that tax and 
expend it in Bihar only. 

Mr. PresIdent (The Honourable Sir Shanmukham Chetty); If Oris~a 
is separated, that will be taken into account. 

'rhe question is; , 
"That a supplementary sum not exceeding Re. 1,2~,B9,OOO. be grant.e~ to the Gover-

nor General in Council to defray the charges which will come 1D course of 
payment during the year ending the 31st day of March, 1934, ~ respect of 
'Transfer of the Revenue Surplus of 1933-34 to Fund for ReconstructIOn of Earth-
quake Damages'." 

The motion was adopted. 

REFUNDS. 

'l'IM Honourable Sir George SChUlt.: Sir, I move: 
"That a lIupplementary sum not exceeding &.18:74,000 .be granted. to the Gover-

nor General in Council to defray the charges which will come m course of 
payment dtfring the year ending the 31st day of March, 1934, in respe.,--t ~f 
'R1undll'. " 

The motion was adopted. 
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DiwII. 

"l'he Honourable Sir George Scbua\er: Sir, I move: 

"That a supplementary 8um not exceediug Re. 2,.08,000 .be grMuted. to the Gover-
nor General in Council to defray the charges which will come m courae of 
payment during the year ending the 31st day of March, 1934, in respect of 
'Delhi'. " 

The motion was adopted. 

AJMER-M};RW.\RA. 

The Honourable Sir Geor,t". Schuter: Sir, I move: 

"That a supplemomtary sum not n:ceeding Sa. 3,000 be granted tA. tbe Gover-
nor General in Council to defray the ehargea which will come in ooune of 
payment during the year ending t.he 3bt day of March, 1934, in re.pect of 
. Ajmer-Merwara' ... 

Kr. Jlubammad Azhar Ali (LuC'l-now and :Fyznhad Divisions: MWlIlID-
mad an Rural): Sir, I find thut there is an item for the Ilppointulent of a 
special Additional Judge simply to clear off arrears in till' District Courts 
of Ajmer-llerwara. ~ly submission is that we have got. too mauy grades 
in the appointment, of Judges. Thert' art' Ses~ions J udgeH, "\dd:tiouw 
Judges. special ~\cltlitionul .Judges. and so on, and the work that is done 
by this class of people can very well he done hy bOllorl{ry offiec-n; if slIeh 
posts nre ercatc-d. just as we are doing in our own Pro\'int'e ill Oudb. 
There we h·yl' ~'Jt the s· <:t~rr. oj H,·nornr.\ Sub-.Judgps. r·) lIppoint. 
special .J udges and adding special officers does mean 11 great expells(' in 
these days of depression, and the work in Courts in these dn~s, lID far us I 
know, is not so great. as to require the nppointm£:>nt of specinl Judg"s. 

Mr. B. A. F. Ketcalfe (Foreign Se('r(·tar~·): Sir, t.he expillflution is 
given here as t<> why this appointment of Il spf'{'ial Additional Judge is 
necessary. If the House wishes for further information, I can give it to 
UlfDl. Th:! l)OJ;ition "'''II "hilt in .June. 1983. the Judicial Commissioner 
represented that there were 402 civil appenls and 67 misel"lIaneolls appeals 
pending ill til(' Court of the' Addition"l District and Sessiolll' J ud~e, 
Ajmer-Merwara. Addit.ional staff WIlS, therefor<', ponsidered urgently 
necesilRl'\' _ In onler to avoid serious delay in the BdminiRtrat-irm of 
justice, ~nd con~quent hardship to the P uhli c', the crention of nn appoint-
ment of an Additional Judge together with the staft waR BAnctioned on 
the 26th .J uly, 1933. Pradical1y. tbe ,,·hole expenditure was covel"l'd with 
the exception of this Rs. 3.000 bJ re-appropriation of other moO('~' granu-d 
for other purpO!les. hut it was impossible to cover th(' wholp amount, 
&)tbf)l1~h the Chief CommisRionpr had !lllrrendf'l"l'fllIOmp Rs. 10.700 non-"ot~ 
AAvings which cnuld not he appropriated fOT voted expenditure. I eAnnot 
believe thAt it would have heen possible to obtain the lIervire whi~h will be 
rt'ndererl hv this Mditional Judge merely bJ the appointment of honorary 
~uh-.JudgE.'S. and 80 fort.h. 88 suggested hJ the Honourable Memher. I 
presume that thp Judieial Commissioner consideTed this expedient And 
foulld it impJ'8Ctjcabte. 

Baja BIha411r G. KrttbnamlChU'lar (Taniorp ~'" 1'riehinopolv:' *on-
Muhammadan Rural): Sir, I 0PpoRe this motJims, becaUIe AjmeP-M~ 
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l1as sent ner: Ii gcntlp.mnn who has pee1diar ideas of social reform involv-
in~ fundam.mtul (·hRn~es ill thf' Hindu religion, and, therefore, I don't 
think Ajmer-Merwara is entitled to any consideration from this House. 
Therefore I strongly oppose this motiozi. 

Ill. Prfa1dent 
~uestion is: 

(The Honourable Sir Shanmukham Chetty): The 

"That a supplementary sum not exceeding RI. 3,000 be granted to the Gover-
nor General in Council to defray the charges which will com~ in course of 
payment during·the year ending the 31st day of March, 1934, in respect of 
·~mer·M:erwara' ... 

The motion was adopted. 

EXPE?'DITrRE IN ENGLAND-HIGH COMMISSIONER FOR INDIA. 

'!'he Honourable Sir George Schuster: Sir, I move: 
"That a supplementary sum not exceeding Rs. 84,000 be g~anted to the Gover-

nor General in Council to defray the charges which will come in course of 
payment during the year ending the 31st day of March, 1!.l34, in respect of 
'Expenditure in England-High Commissioner for India' ... 

1Ir. S. O. JIlva (Chittagong and Rajshahi Divisions: Non-Muhammadan 
Rural): Sir, in this supplementary demand, I should like t.o refer to point 
I (8) (d), grants-in-aid, Re. 22,000, where it is stated as follows: 

"This i. required to meet expenditure in connection with the payment of India's 
i:Ontribution to certain Inter-Empire Economic Organizations. neferring to t'le 
Standing Finance Committee's Report, I find that a copy of paragraph 358 of the 
Report of the Committee containing a summary of their principal recommendations 
will be found on pages 92 to 95. It may be observed that one of the chief effects 
of the Committee's recommendations is that the Enlpire Marketing Board as 
BUrh will be discontinued after the 30th September, 1933. Certain of the economic 
and statistical services at present carried on by the Board, vi:. : (1) periodic market 
intelligence notes. and (2) world surveys of production and trade, will, however, 
be continued and undertaken by the Imperial Economic Committee the continua.nce 
of which has been recommended." , 

~ow, Sir, so far as 1 understand the position, t.his grant is for Indian 
('xpendit,ure of the Imperial 'Economio Committee which now replace;; the 
Empire M'arketinO' Board. We had an Empire Marketing Board for a long 
fimC' , and so far bas I know, -1 speak subject to correction,-India had 
not to contribute anyt.hing to this Committee's expenditure. Now, it is 

,suggested that t'hat. particular Committee should be replaced by a similar 
Committee, and we are asked to share its expenditure. There is also a 
quest.ion put in the Standing Finance Committee-Is, t'he proposal in 
I'espect of 8 new service.-and the reply is "No". It means that it is a 
principle to whioh this House stands committ~d,Qnd it is an item which 
should be merely considered 8S an additional expenditure. I join issue 
with... the Government and the Standing FiIianoeCommittee as well, and 
r submit that i~ is not a new service. Sir, in 'I!. mhtter like this, where 

-the whole policy of Government is ohanged sna in wpich India is now 
required to pay a oertain Share of the expenditure, this 'House should have 
II voice. I don't say that it shoUld neeessarily vote sgfiirist sueh a grant, 
hut there Br3 various considerations whieb 'Shotml b'e scrutinised bv this 
House. For example, the Committee, 88 it 'is constituted, ,,>lil be expected 
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to look after many matters of detail, so far 8S India is concerned, and 
there is no provision in this to show whether officers on ~is Board will 
be appointed from India. In paragraph 117 of the Report of the Indian 
Delegation to the Imperial Economic Conference. Ottawa, they say as 
follows: 

"There is 110 .question as to the high value of the work performed by the 1m· 
perial Economic Committet', and we consider that Buitable arrangements .hould be 
made for the continuance and rMl;onable expansion of Buch work. Nor i. there 
any douht a~ to the "alUl' to India of the research won carried out by the Im-
perial Mycological Institute and the Imperial Institute of Entomology, 01' Of the 
work performed by the Imperial Agllcultural Bureaux. To all of these India pay 
annual contributions, and in each case aatisfactory BrTangements now exist for the 
maint~llance of contact with (!('ientific wOl'ken in India and for a periodical rniew 
of thE' work done." 

Sir, I entirely agree with the views expreB8ed here, but I would like 
to emphasise the point that before India accepts 8 burden to share the 
expenditure with other Empire .countries. for ?' Committee like t~is, ~his 
question should be thoroughly discussed 10 thIS House. whether, 10 view 
of the peculiar conditions of India, a Branch of it should not be established 
ill India itaelf. If that is not possible. how the particular conditions of 
India should be taken into consideration by the Central Legislature is also 
a matter that requires consideration, and whether experts from India 
should be engaged to contribute their experience in the solution of these 
very difficult questions. These are all matters that require full considera-
tion by this House, and a grant like this should not be put in in a supple-
mentary demand saying that some amount has been received by re-
appropriation from certain grants, &Ild we cannot be expected to vote 80 
or 32 grants within an hour or so. I don't object to this grant, but I 
protest against the nature or the manner in which it is proposru t.o put 
it through this House without a full and proper consideration of the 
whole question. 

Kr. B. Du: Sir, I fully endorse the remarks that have fullen from my 
friend. Mr. S. C. Mitra. Personally, I consider ~at whcn Bny new item 
of expenditure is incurred by the Government of India, and whenever any 
commitment has to be made on behalf of India, it should be hrought out 
separately, and, as my friend has pointed out, Government shollld take 
this House into confidence about such commitments. The Empirt, !'.farkd-
jng Board has been abolished and I regret that a particlllar frat'ure of the 
Empire economy and development has been done awny with, hut if the 
Government of India commit themselves that India should again assist 
Empire collaboration through this Imperial Economic Committee, th(·n this 
should be a new feature and a new item of expenditure. I wonder if 
the Auditor General would allow the supplementary grant I1S IlD "pl'ropria-
ti(Jn and whether he will not raise an objection that it. should br con-
sidered a :leW aervice. I am not at present satisfied that Jlldia should 
at all 'participate .in the n~w garb of the Empire Marketing Board o,s the 
lmpenal EconOmIC ColDDllttee, particularly when India does not get the 
":ce88&ry fac~tiea that are required, 81 waa pointed out by my Honourablft 
inend, Mr. Mitra. FOl' that reason, I oppoae thia grant. 
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The Hcmourable Sir loeeph Bbore (Member for Commerce and Rail-
ways): I think there is a certain amount of misunderstanding about this 
item of Re. 22,000. It is not entirely a new item though my Honourable 
friend, Mr. Mitra, is perfectly right in saying that the Empire Marketing 
Board has ceased to exist and that its place has been, in a sense, taken 
by this new Imperial Economic Committee. I would point out that we 
Ilre in this gran~ continuing to a certain extent the grants that we have 
in the past been making to certain agricultural and other Empire bureall~ 
from which we have derived considerable benefit. Obviously, Sir, we 
could not expect His Majes~'s Government to continue to finance the 
activities of the Empire Marketing Board for all time. They have now 
refused to do BO. They are quite willing to bear their own share of the 
burden, bllt the~' have asked tha other Empire countries, which benefit 
from the activities of that Board, to share in its expenses. So far as 
this item itself goes, the House will agree with me that it represents 
good value for the money. We have, as I have already said, obtained 
very material benefit from researches which have been carried out in the 
past by such bureaux as the Entomological Bureau, the Mycological 
Bureau, etc., and these will now be financed from the grant we are making. 

I ought to bring two points in this connection to the notice of the 
House. The first is that we are only commit~ for three years, and the 
second is that for the first time the activities will be directed or COD-

trolled by a Committee, the. Empire Economic Committee, upon which we-
receive as much representation as any Govemmellt in the Empire. On 
t.he last occasion, that is to say, the first occasion on which this Com-
mit~e met, our two representatives were Sir Atul Chatterjee and Sir 
Padamji Ginwala. I may say that the House may rest content that our 
case will always be put fairly and squarely before the Board. I do not 
think, Sir, tha~ the House need apprehend that we will be led into any 
further or any larger expenditure, and I personally am very strongly ->i 
the vie\\ t.hat a contribution of this nature is a very small payment 
for the benefits that are likely to accrue. 

JIr. S. O. Jliva: Mav I ask how manv other dominion countries havs 
agreed to this and whether they also contribute the same amount? 

The Honourable Sir loseph Bhore: The contribution is fixed On a 
pro-rata basis, and my recollection is that practically all the dominions 
have Rgreed to contribute. 

Seth Haji Abdoola Haroon (Sind: .Muhammadan Rural): What is that 
'Pro-rata? 

Kr. S. O. Jlitra: PopUlation or revenue? 
The Honourable Sir Joseph Bhore: I am afraid I have no information 

readily uvnilable. If mv Honourable friend will put a question down, I 
should be happ'y to hav~ the information collected and given to him. 

lrI. President (The HonourablA Sir Shanmukham Chatty): The 
question is: 

"That a supplemerdary Bum not exceeding Rs. 84,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course of 
payment during the year endin~ the 31st day of March, 1934, in respect of 
'Expenditure in England-High Commi88ionp.r for India'." 

The motion was adopted 
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CAPIT4L OUTLAY ON VIZAGAPATAM: lhBBon. 
'!'he HODourable Sir George Schuster: Sir, I move: 

"That a supplementary sum not exceeding Rs. 1,38,000 be granted to the Go, .. · 
nor General in Council to (lefray the char&1lII which will come in course of 
payment dnring the year ending the 31st day of March. 1934, in respect of 
'CapitaJ Outlay on Vizagapatam Hal'ooul·'." 

Kr. Jfnbammad Ashar Ali: The ouly thing I want to know in twa 
~ollnectjou is, if there is no appelll from the del'ision of the Subordinll~ 
Judge. From the Standing Finanee Committee's report I find that the 
p"rty claimed IIbout Hs. four lllkhs. but tlte award of till' Land Acquisition 
Ollieer was only for Us. 17.745. But when the matter went up before the 
::::ubordinnte J IIdge. he rnised the nlllount to Hi'. 1.:l(),(~ 10. \Vhf'll there is 
such II marked differencf' between :!hollt R,.;. 18,000 und Hs. 1.30,0()(). 
thert' ought to be a fairly g()(){l appeal to the High Court unless there is 
some special Act prohibiting any appp,d to tlw High Court. I tllink it 
"'ouhf hnn' bt'f'n a good lIppenl, b('('Sl1St' m,v own experienC'e in these 
l':\ses is that when a ('11,,(, g"Ot.'s lip hl'forf' thl' Hip'h Conrt, (-itllf'r !lome 
"')11 of aC('Olmt mistakes are found out or S0me sort of compromise is 
marlE'. On the other hand. thl' GOW~n1nJ('nt hn'te nothing to poy b~' WRy 
of eourt-fel's, beeilUSl', if the ('ourt·fe!' is payable. it goes fmm one poeket 
'1f t llf' (ToVI>mment to another pocket. 

JIr. B. Sitaramaraju ((-;anjulll ('/W/ ,";ZH~;lllHtalll: '\"II-:~Jllh:lIllll11l(11\D 
BurnI): In this (,rJl1neetinn T would likl' to I,la(·,· beforf' the HOllst ' one 
pi •. ~ .. : of information. . "'hell the :wquisition nf this IlIw! \':os t· 'Il~id('red, 
the nmollnt of mone, thnt '.\:lS tholJ!!ht n(·(',ssar.\" for tIll' purpOSe 0f 

~('q\lirin!! this !fInrl was nri· r in:1 !ly 1·<:tiIllUh·(l tn he solllethin~ Ov~r n lakh 
of rupees. Rnt the Harbonr .\\Ithorit;(·s, wIlen it ('amI' to 11 queAtion of 
d"il1!! thl' TrOI1P\' , nfferl'o 11 f:1T 10w(·1' lImollnt thnn Ollf' Inkh. The r<:'sult 
'.\"a~ Jiti!!atiol1 he'twl"'pn thl' t,m r·artips In the ('onrse nf tlK- prnr('cdin'.'"l1 
in that rase. it trn.nspi!'f'ti h,' I'ross-f'xl\minntion of th(> Harhour A IIthoriti~8 
tht>mf;pln-s thnt thp ori::!inn(f'stil!wtt.,j 1lI110unt of thl' \"!II\1(' of tlw pr()~rty, 
PH'r a(' .. or-lin~ to tl]("ll, '.\.;11'; flH'r :1 hkh ()f rllpl"·". Hili! fhnt \\"rtf! Ih{, hn'li8 
of the SlIhordinate .T 1Ii!~e's jllril!mt'Jlt ill thai ('tISt'. Til "i.·w tof 111<'';'> (11'.,.;, 

it may he. considered that the judgment of the !:-\lIhonliunl.c· .1 IId~(· i .. I:orn'ct 
;t~'(l or, }-)(>ttf'r rlnim ('n" hI' mfioP twfn;'" tll(· High ('ourt on IIP~'lIl. 

The Honourable Sir .JOIeph Bbore: I hn\,(' really nothing further bJ 
:1(10 to what my Hnllournhk friend, ~rr. Rnju, hal' !laid. Thllt i8 t-he 
p()~itinn n~ far a~ I am aWare of it .. 

lIfr .• uhamma4 Azhar AU: ~fn" J know whnt cost the Oovl!mment 
hal''' t~ pay in this rRRI"'? 

'!'he Honourable Sir .JOIIph Bhore: I am afraid I ('annot hear n word 
of what m~' Hon01ll'able friend said. 

JIr, B. 8Itaramaralv.: A Vf'ry largf' 8um. 
)fr. PreIl4ent (The Hono1Jrahle Rir Shnnmukham l'lhetty): The 

quc>stion ill: 
''That /I IlUpplemMltary lam not ucfM'ding R.. 1.38,000 he granW to the Gover· 

nor Gf!D1!T'a1 in Council to df!fray the cbarr" whirh win romf! in ('HUrtle of 
payment during tbf! ynr f'IIding thf' 3t.t <lav of MarC'h. 1934. in retIJ>IlCt of 
'Capital Outlay on ViAp".talll Harhoar'. '0 -

The motion "'a8 adopted. 
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COMMUTED VALUE OF PENSIONS. 

Th. Bonourable Sir Georg. Schuster: Sir, I move: 
"That a supplementary sum not exceeding BB. 22,76,000 be granted to the Gov .. -

.nor General in Council to defray the charges which will come in course of 
payment during the year ending the 3bt day of March, 1934, in respect of 
"Commuted Value of Pensions'." 

The motion was adopted 

EXPENDITURE ON RETRENCHED PERSO}.."'NEL CHARGBD TO CAPITAL, 

The Honourable Sir George Schuster: Sir, I beg to move: 

"That a supplementary sum not exceeding RB. 3,01,000 be granted. to the Gover· 
nor General in Council to defray the chargee which will come m course of 
payment during the year ending the 31st, day of March, 1934, in respect of 
'Expenditure ou Retrenched Personnel charged to Capital'." 

Mr. B. O. 111m: Referring to the corresponding volume of the 
Stunding Finance Committee proceedings, Volume XIII, No.8, page 495, 
this is what we find' 

"The exceBB is mainly due to larger payments to officers retiring from the POlta 
and Telegraphs Department under retrenchment concessions during the current year 
than were allowed for in the budget. When the budget of the Posts and Telegraphs 
Department for 1933-34 was framed, it was assumed that the retrenchment conces-
lions would be in force up to the 3mh June 1933. It was subsequently decided 
that in the case of the Posts and Telegraphs Department the period of concessional 

.retirement should be extended np to the 3bt March, 1934." 

1 like to be enlightened wh~" there is this special vigour and enthusiasm 
for retrenchment in the Postal Department. Is it because that the largest 
number of employees m this Department are Indians? I am getting 
tt!legrams almost every day that the retrenchment campaign in this Depart-
Ulent is going 011 ruthlessly, and otficers, having 20 or 25 years' service and 
junior offil"ers with less than two years' service and peons and lower class 
people IU"e oomg retrenched. So, when this particular Department is asking 
for a big sum by way of supplementary grant, either the general charge 
of the accounts of this Department is deficient and not up to the mark Ho 
compared'to other "Depllrtments or is it due to any special principle that 
h:t!' been adopted h.' the Pos~ and Telegraphs Department as regards re-
trenchment. I shall be glad to be anlightened on these two points. 

Mr. B.P. Vanna (Government of India: Nominat-ed Official): I have 
not reallvmuch to add to what Sir Thomas Rvan said in this connection 
in the lAst speech that he made in this House: The principles on which 
the Posts and Telegraphs Department is making retrenchments are exactly 
the snme 98 those on which retrenchment is being made in other ciVIl 
Depawtment,s . of the Government of India,~the selection of men for re-
trenchment, the concessions payable to them, they are all exactly the same. 
'the only speciality about 'the Posts and Telegraphs Department is that it 
is a public utility department and it is expected to balance its expenditure 
with its revenue. As the House is aware the Department has been examin. 
ing every source of economy and has been ca.rry~ou~ th~ economi~ 
.as far as pr&cticable. but that does not really dIfferentiate It from other 
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Departments of Government which too have been making whatever ecpno-
mies are fes.sible to them. The amount bulks large in the accounts, 
because the Posts and Telegraphs Department is the largest single civil 
Department under the Government of India. 

Xl. Presiden\ (The Honourable Sir 8hnnmukham Chetty): The 
question is: 

"That a supplementary 801D not exceeding Ra. 3,01,000 be granted to the 00 .... -
Dor General in CouDcil to defray the .. harges which will come in coune of 
payment. during the year ending t·he 3ht. day of March. 1934, in respect of 
'Expenditure on RetTencbf'd Personnel charged to Capital' ... 

The motion was adopted 

INTBREST-FRIIB ADV.ufCB8. 

'!'he Honourable Sir George SchUJ\er: Sir, I beg to mo no' : 
"That a supplementary sum not el>cet'ding n.. 2,00,000 be granted to the Gover· 

nor General in Council t{) defray the .. barges which will come III coune of 
payment during the vear endiJIg the 31at day of March, 1934, in reapeat. of 
'Interest.free advances'. t. 

Xl. Vidya Blear Pandya: Looking into the proceedings of the Finance 
Committ~, j find that this expenditure of two lakhs is in connection with 
the loss incurred in destroying the uncurrent nickel coins returned. It 
was on.,ainally estimated that only 3,62,000 will be required, but a larger 
number of ('oins came back, with the result that they had to ask for thia 
extra two lakhs in connection with the destruction of nickel coinage. As 
I pointed out previously and as the Honourable the Finance ~fember has 
explained, it was on account of the old system of keeping accounts that this 
item has come under the Interest-free Advuncea though I thought it should 
really go under the bead of Currency. Now, Sir, looking into the blue 
books published by the Government and taking, for instance, the detailed 
Estimates and Demands for Grants on page 841. we find that the aetual 
for 1932-33 was 5 lakhs 34 thousand and odd. The Budget estimate fot' 
1933-34 W8S 3,62.000. Then the revi8E'.d estimate for 1988-34 waa 5,70,000. 
Then the Budget E'StimatE> for this year. i.e .• 1004-85 puts it at 4,58.000. 
Similarl~'. looking into the Report of the Controller of Currency. we find 
that the!\f' nif'kel ('oins are rather unpopular in the country, and. on 
account of thf' coins ('oming bSf'k in large number'll, thA Government ara 
incurring this expenditure, in ('onnection with t·he N!placement of theee 
coins. Ori~any ~'e had silver ('oins for eight anna8, four annas and two 
annas, and we had no nickel for one nnna. Subk-quenfly probably to .. ve 
some of our Europf'an Rnd other friendfl from givinll a tip of two anD&8. 
the GovPmment verv convenient~v ('arne forward Rnd coined ono anna 10 
that thev ('ould givE- II wRitf'r llD Rnna in8tead of two aMRa and avoid 
carrv1ng' hMry copper (,oins: In ("onnection with thia., I would like to 
lead 8 1ettP..- from an r('.~. Officer who hilS written to me in this cOD-
nection. Thia letter from II mt'mber of t.hp Heaven-horn service ahouJil 
carry more weight than RJly pleadin~ on m:v pari. He says: 

"I want lOlIle infonnatioa .. hleh onlv A J,.«ial.tor ran ...t. J U\ IItm intnelfAod 
hi CIU'I'«Iey prohlem.. And th,. Jrl'!'atest ~1JJ'ftnM" \')1"1)"1"" III til,. Quelltion of retabI· 
fag .ofti' II1Id goM u u.. real minagll. Fbm' Rftn th .. war. tll" 11ft •• IlUblfdiary 
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-coinage was replaced by nickel one, two, four and eight anna nickel pieces. What-
ever the profetlsioll8, the actual effect was that Canada which produces ninety per 

..cent. of the world'. output of nickel was given a subsidy from Indian revenues 
_and a market for ~um~ted st.ocka and silver depreciated. I want information as 
.to the total value In sterlIng or rupees of the purchasee of nickel made by Govern-
~ent to replace ~e ~ilver subsidiary coinage by nickel coinage and the annual sub-
81dy we are contmwng to pay for the annual wear and tear of nickel coins by 
buying more." 

,Of course, ',he Government experts said the replacement was made becauss 
nickel is harder, cheaper, etc., etc. But regarding things of value, we 
might consider long-time things lind not wear and tear. Also, if you can 
agitate to replace nickel again by silver in the subsidiary coinage, it will 
be good. t:lilver and gold will last .and have lasted as far as human eye 
can see. 

'!"he JIonourable Sir George Sch1l8ter.: Sir, if my B:onourable friend's 
speech is 1. move in this campaign of agitation to replace nickel by silver, 
I say that; his whole speech is irrelevant to this particular issue and out 

·of order. 

Mr. Vldya Sagar Paadya: I simply want to draw attention to the point 
and not a move in any agi~tion for the present. Now, let me finish the 
letter. 

,. A wicked yoWlg friend of min. told me. . I •• 

'!'he HOIloarable Sir Geoqe Schuster: - I really must raise the point of 
.order. According to the rulings which you have given, Sir, I do put it 
to you that my Honourable friend's speech is entirely irrelevant to the 
issue before the House and t.() what the House is entitled to discuss under 
a supplement8l'y demand. 

Mr. Pre8IdeD~ (The Honourable Sir Shanmukham Chetty): Tht: 
Honourable Member will not be in order if he wants, on this motion, tc. 
make out a case that it would be better to substitute silver for nickel a.,; 
subsidiary ccinage. Is that the object? 

Mr. Vidya Sagar Pandya: No. 

Mr. Preaident (The Honourable Sir Shanmukham Chetty): Then 
what is his object in reading out that letter? 

Kl'. Vidyli. Sagar Pandya: My object is to show that there is so much 
'Of wastaoe on nickel and the Government have to come forward every year 
with R ~upplementary demand, and some better methods should be 
adopted . 

'!'he Honourable Sir GeOrge Schuster: If that is my Honourable 
friend's point, I put ib again to you, ~ir. th~t it is out o~ order .bec!,u~~ 
we lIl'e committed in anv case to this POlICY. The mckel COlD. 18 m 
existence. Some of it comes back some years, in other years more goes 
out than corr.es back. That is not the issue before the House. The issu3 
b(lfore t,he House is whether this small expenditure in connection with the 
return of 8 certain amount of nickel coinage is to be met: not the question 
of whet,her we ought to alter our policy regarding the issuing of nickel 
coins. 
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... Vidya &apr Pandya,: Is it not relevant to point out to the Gov-
ernment ho;y the country loses on IlOcount of this new nickel cointlge, and 
to drs,,' attention to that fact iu conuection with this demand'! If tha.t 
is out of order. I ha \"e nothing more to say. ,. 

JIr. President (The Honourable Sir Shanrnukham Chetty): The 
Honourable Member Simply wants to point out that a great deal of 1088 !Il 
being incurl'(;d on account of this item coming up ye8l' aft~r year. HIS· 
remarks must be confined to pointing out that fact, but he is enlarging 
the scope .)! his, arg\Wlent and wantoS to prove that it would be more ad· 
vanblgeous to substitute nickel by sil·,er. He may just refer to that, but 
to read a I(lng letter in support of that. is not in order. 

JIr. Vld,a Sagal' Pandya: Well, Sir, I bow to your nlling, and I hope 
I bave not infringed any of your rulinsa; and if I may be pennitted to 
read 8 eouDle of lines (Laug-hter), it won't do any harm' 

".-\1 wicked young friend of mine told me regarding the export of gold and ite 
advantages of imports given by the Finance Member, "Peasauts' gpld ill being export-
ed by Indian princtlll and bullion dealers to English Banka to import French dileaaea 
to be cured by Gt-rman remedie.. which call for a further export of SOld." 
(Laughter.) . . 

"I hope you will excuse the facetiousness of the young man and let me have 
the fa"our of an early reply_ 1 am sendinjt this by registered poet, not becallle I 
am afraid of yoor not noticing it •. but becauae I have· had re&I01l to sHpeCt~. 
my leUera· are being intercepkd and de&troyed in the p08t by myst.eriou8 people 
whom I would like to catch." (wulth*-.) 

Sir. that goes t<> show how the C. I. D. and the Postal Department 
are co-operating in the matter of this silver question--I mean the nickel 
question.-I won't mention silver, that is tabooed. Sir, ,,'ith these words, 
I oppose the motion. 

The BoII01Irabie Sir Geaqe 8c:lwI&er: Sir, 1 am afraid nmety.five per 
cent of my Honourable friend's speech I cannot deal with, because I sWI 
maintain that it is quite il'!'elevant to the issue before the House. AI)' 
Honourable friend also raised the point about the head under which thi& 
particular item of expenditure was charged. I would like to lllake it clear 
that I did not quite hear what he said on the first point, 80 that I dId 
not give quite a (·orre(·t answer to that. This particular head has to deal 
with niekel coinage. Therefore, if it did not come under this Interest-free 
Advanees head. it would eome under Mint and not under Currency, 80 that 
m~' Honourable friend's first point was quite incQ1Tcct. There is no 
question that anything to do with nickel coinage would have come under 
Currency. !' may explain to 01.\- Honourable friend that this method .n 
ehanring part of the expenditure in connection witb the ret·urn of mckel 
('()inl'l to this head of Interellt·frc(· Ad,'ances is a matter of technical 
Ilccounting. It is a rather ('omp1icllteo matter. hut I think I can put the 
!;1JbRtan('e of it mORt clearl" hv 88,ing that this Interest-free Advances 
hean operates really like a . suspense nccount until th(> wbole transaction 
ill ('onrlude:1. That is why tbe cost of the return of nickel ('oina IOmetimC'1 
appenrs uno.,.. this Interest-free Advances bead. That is all1bave to SAy. 

lb. K. -..wood .h .... : Sir. AOmetimes we find the Government 
Membel"B rhU'e before liS C'eMain items of ne.' f>xpenditurp in the sbape of 
suppJementary demands. If we are not "ware of those items and 
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those expenditure beforehand how could we discuss them at the time of 
the Budget? Can we discuss the policy of those particular items which 
are newly brought before the House or before the country in the shape of 
supplementary demands, or it is the case that that also cannot btl 
disc'uRsed? 

Kr. President. (The Honourable Sir Shanmukham Chetty): The 
very name of the demand shows that it is supplementary to what has been 
sanctioned in the Budget. and. therefore, no question of policy Can be 
discussed. 

'!'he question is: 
"That a supplementary 8um not exceeding Rs. 2,00,000 be granted to the Gover· 

nor General in Council to defray the charges which will come in course of 
payment during- the year ending the 31st day of March. 1934. in respect of 
'Interest·free advances' ... 

The motion was adopted. 

LOAXS AND ADVANCES BEA.RING INTEREST. 

The Bonoura.ble Sir George Schuster: Sir, I move: 
"That a supplementary sum nut exceedillg Rs. 1,64,97,000 be granted to the Gover· 

nor General III Coullcil to defray tbe charges which will come in course of 
jJayment during the year euding the 31st day vf March, 1934, in respect of 
'Loans and Advances bearing Interest'." 

1I.r. B. Daa: Hir, 1 welcome this opportunity that the Honourable 
tlic }'inance Member has given to draw the attention of the House to the 
policy of Government regarding the granting of ad\ances and loans to 
ditIerent Indian Htutes, which policy, I say, is detrimental to the 
financial credit of India. Sir, if we refer t{) the Standing Finance Com-
mitlA3e's report, Volume XIII, No.8, page 499, we find that several 
llldillll Htlltes al'e given loans-which raises important quC'stions of policy 
III tllllt Rupplemelltary demand. 

Sir, a loan of Us. 25 lakhs was granted to the Nawanagar State for 
12 N certain so-called essential works. The Alwar State got B.s. 25 

~ON. lakhs in order to prevent a serious breakdown in administra-
tion of that Htate; and then the Bahawalpur State-everybody knows 
~bout that State '"8 bankruptcy-got another Rs. 12'97 lakhs for addi-
tionul expenditure on the Sutlej Y/llley Project. Sir, I do not know 
whether the first two items are productive debts or not. At any rate, 
the Alwnr State has not got the money to promote the development of 
that Stute. As regards the Bahawalpur State, I am sorry, that State 
is the victim ~f that one Proyincial Go\ernment of my Honourable friend. 
Mr. Jagannath Aggarwal, and, Sir, that GoVel'IlI'lent brought out a 
pJ'Oject called the SutJej Valley scheme whereby the Bahawalpur State 
was committed to an expenditure of two Or three eroreR. And, as I said 
t,he dther day on the debate on the Finance Bill, the State has now been 
saddled witl; a debt of 12 to 13 crores from the Government' of India. 
I do not know if it is true that thfl Government of India are going to 
write-off a certain amount of the accumulated interl'lst charges. I have 
a recollection that the Government of India have written off a certain 
amount, but the Honourable the Finance Member last year tried to shift 
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the blame from the shoulders of the Punjab Government to the broad 
shoulders of the Government of India. The Government of India did 
not like even last year to throw the blame on the Government of the 
Punjab for this bad project and for the heavy loans that are being saddled 
on the shoulders of the Bahawalpur State. fi'the Government of India 
have written off a certain amount of the debt of the Bahawalpur State, 
it ought to be a burden on the shoulders of my friends from the Punjab, 
because it was their Government which designed the whole project, to 
which neither the Government of India nor the Bahawalpur State was 
a party. I want to have a definite reply from the Government. These 
Statea are clamouring for suzerainty, and how is it that we are financing 
their maladministration which is affecting the ways and means position 
of the Government of India finances, and probably the Government of 
India are incurring loans to advance money to these States. But th.ia 
money is being advanced on unproductive debts on the so· called productive 
8BSets which will never prove to be so. Take, for instance, this Bah ... 
wnlpur State which owes the Government of India 18 crores of rupees. 
Will the Government of India ever be able to get 8S much from the 
Bahawalpur State" The State has got an annual income of 60 lakhs 
only. . 

Another thing I would like to know from t.he UoverWlltlllt of India 
is the rate of interest that these t:;tates pay, especially in view of thA 
very antagonistic attitude of some of these towards British Inch",. The 
Government of India reduce the rate of their interest annually according 
tv their bOlTowings. Do these titates also get. the advantage of this 
reduction in interest? I would like to know whether the t:;tates pay 
the same rate of interest as the Provinces or they pay the rate of interest 
at which the money was borrowed in the year that a particulur t:;tate 
recei.ed the loan? This remark of mine applies more to ~n\\ unagar State 
arid to Alwar State. Recently I find that it has become the estublished 
feature of the Government of India :Budget that they give loans to those 
States the attitude of which is yery hostile towards us. I do flot want 
to see the credit of the Government of India deteriorate, bt~cause these 
insolvent States will be financed not on financial grounds or grounds of 
friendship, but on political grounds for which my Honourable friend, Mr. 
Metcalfe, sits there. I do not want 11 politicul reply, but I want a finan-
cial reply, and 88 thi8 wilJ be the last. reply of the Honourable the Finance 
Member on the financial aspect of the Rudget, I hope he will make it 
clear as to what has been t·he policy of his Department and that of the 
Government of India during the last six years in the mntter of aOvnncing 
money to these Indian States on such n large scale without any proper 
security or cover. 

Kr. 8· O. JDtra: Sir. I agree to Il great extent witb the points faised 
by my Honourable friend. Mr. R. Das. Referring to the proceerlngs of 
the meetings of the Stnnding Finance Committee: I find the following 
qucRtion and answer: 

"Q. Is tbe proposal in respect of a new servirf!! 
A. No:' 

It is true that the policy of lending money to IndiRn StAtes may not 
be a new policy, but this practic.e of giving money to individual StRte 
is certainly R special featul'P, and. thererore. it. ill a "new Rf'rv1tlA" 
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especially 80 far as a particular State is concerned. I.cannot understand 
w~y tlu,s grant should co~e in the shape of a supplementary grant. 1 
t~un~ Gover~ent are taking undue advantage of the ruling nom the 
l halr. that, 10 the case of a supplementary. grant, we cannot raise the 
questIOns of policy. I take the first item-loan of 25 lakhs to the Nawa-
nagar !:;tate. This was required mainly on account of certain essential 
works which could not otherwise have been c0E!Pleted for lack of funds. 
They had some beneficial works to perform in the State, and, therefore, 
they ~anted .. money. (A "Voice: "Essential works-") Everything lil 
essential. \hJ\ the Honourable the Finance Member satisfy this House 
us to why he has come before us in the shape of a supplementary grant 
on this particular issue? There must have been demands from these 
two or three States for a long time asking for these loans. Could not 
Government get time during all these months to settle the conditions 
und come before this House? They have come before us at the fag-end 
of the Session when they want to sit late hours to finish these items. 
They have brought very important items before us, particularly the one 
which relates to the Nawanagar State. We know as regards the customs 
polir,~ so far as the Yiramgaum cotton is concerned. They were not 
accommodating and t~e Government of India did not do their duty to the 
people. Sir, before such g'Y'ants are sanctioned, this House bas every 
right to judge on the merits of each case whether these lar?es~e shonld 
be made to these Indian States or not. The Honourable the Finance 
Member must justify before this House if he expects us to vote silently 
that this was 3 case of merely n supplementary grant and not of a new 
lIervice in its technical sense. 

Then, there is the loan of 25 lakhs to the Alwar State. This amount 
was required in order to prevent a serious breakdown in the administration. 
But the breakdown in administration cannot come all of a sudden as soon 
Ut; March is over. If the administration was breaking down, it was break-
ing down for u long time, and it was known tp the Government of India. 
And if they are to make charities from the public money, they should 
llertainly come before this House to have its vote and not to come here 
an<1 suy that we cannot discuss the policy, because it is an old policy of 
lending money to anybody who may want it. Besides, the money has 
already been lent, and, after lending it, they have come before us to get 
our sanction. Sir, it is nothing short of an insult to thid House to treat 
it in this manner. This House should have an opportunity to judge on 
the merits of the case. Vle do not l.-now what is the rate of interest 
and what amount has been paid by some of the States, especially States 
like the Bahllwalpur State. What is the time during which the Govern-
ment of India expect these payments? I know that in certain cases all 
the estimat.es have gone wrong, as, for instance, in the case of t.he Sutlej 
ValJe:v project, and each year additional nI?ount~ ha:e got to be le~t, and 
nobody knows when this capital expenditure lS likely: to be paid up. 
I do not know if t.here is any amount fixed to he paid and the whole 
period within which t?is amount is to be repai? to Government. These 
Rre ,essential facts which the House should be mformed before they can 
come to any judgment, and particularly I invite your. speciaJ attent~on 
to the fact that it is an abuse of the procedure of t.hIS House to brmg 
these matters in the way of supplementary demands. 

Mr. Prealdent (The Honourable Sir Shanmukham Chetty): The point 
t"Ilised by the Honourable Member, Mr. Mitra, raises rather an important 
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[Mr. PreaideIl'.] 
issue. The discussion on _ supplementary demands is restricted in ita 
6OOpe, and, by the well established practice of this House, general. 
quetrtioos of poliC'y are not allowed to be discussed on supplementary 
demands. The Government, therefore, ought to be very careful as to 
what items they bring under supplementary demands (Applause), because, 
if importantdtems are brought under this head, then the House is deprived 
<If an opportunity of having a full discussion on a question of policy 
involved in that grant. Legislative rule No. 50 defines the scope of 
sUPl>lementary demands. It says: 

"AID .timate ahall be presented to thl' A_bly for a lIupplemeutary or addi· 
tional grant when: 

(i) the amollDt voted in the Budget of a grant is found to be insufficient for 
the porpoaes of tbe current year, or 

(ii) a need arises during the current y8&1' for expenditure for which the vote 
of t.J1e A.86embJy 18 necessary 1lpoD lIOnle Dew lI8l"\'ice not contemplated ill 

.\be Bud,get for Lhat y8&l'." 

tiupplementacy demands lllust, therefore, be justified oD one of those 
two grounds. The Standing .Finance ComDlit~ of this House is one 
of the very important Committees, and it is more or less the watchdog 
of this House to see that all items of expenditure proposed by Govern-
ment are fully scrutinised and e~ed before Government bring those 
proposals before the Hou.se. The Chair would now suggest that, when 
proposals for supplementary demands nre placed before the Standing 
Finance Committee, that Committee, if they have not followed that 
practice in the past, must satisfy themselves whether these supplementary 
demands placed before them for their approval can be justified on one 
of these two grounds (Applause), and whenever the Committee find that 
they are not satisfied that the supplementary demands placed before 
them can be justified on one of these two grounds, they must make a 
remark to that effect in their proceedings. That will give a guidance 
to this House. (Applause.) 

'!'he Honourable Sir George Schuster: May I just iutervene, and, 
on behalf of the Standing Finance Committee, soy that the Standing 
Finance Committee is a very cffiC'ient watchdog on behalf of this House, 
and that the Standing Finance Committee always dOO8 raise these pointa.. 
In this particular case, the three items covered C'..ould not be foreseen 
at the time when the budget was presented, the needs not having arisen 
Therefore we could not foresee them. The needs arose in the· course 
of the year, hut whether we were right or wrong in meeting the nc€'d i, 
another question. But undoubtedly the needs had. not been foreseen 
and they had to be dealt with in the form of supplementary demanda. 
Then, on the question of the scope of the discussion on 8upplementary 
demands, we eertainly would never take the point that, in a case of tW, 
kind the question of whether this particular item of exp£'nditure is a 
right or wron,g item for the GO\'emment to ha"e undertaken ought Dot 
to bf' diSC'lssed. I have never tried to put to you, Sir. tbe interpretation 
of thf' rllie about policy in that narrow senae, and I would assure my 
Honourable friend that it never ocC'urred to us for n moment thnt hy 
ptMting forward this demand in thi" form We would hA robbing the Hou8e 
of thp. opport\Jnity of enmjnin~ thA. situation. 1n fact J would put tt 
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~ my Honourable friend that w.l;1en ademalld. ~£ thjs lUnd comes up 
lD the for~n of a supplementary demand, it is much more likely to get 
the attentlon of the House than if it is mixed up in the whole mass of 
?ernands f~r grants, which, as Honourable Members know only too well, 
rn the mam have to go through without the hope of being discussed. 
I do want to make that point clear. 

Sir Hari Singh Gour (C<3ntral l'rovinces Hindi Divisions: Non-Muham-
madan): 1 understand the position enunciated by the Honourable the 
Finanell ~lelllLer to be this, that where a. demand is covered bv dUllse 2 
of the rules which you have just read out, namely, new se;vices not 
contemplated at the time when t.he Budget was presented, the question 
of policy would be discussed and is open to discussion by this House 
whatever may have been the view of the Standing Finance Committee. 
Where, on the other hand, the supplementary demand is really supple-
mentary to the Budget, in that case the fact that the general policy was 
under discussion and could have been discussed at the time of the Budget 
precludes the reagitation of the same question when the supplementary 
demand comes up for the vote of this House. If that is the view of the 
Honourable the :Finance :Member, we on this side of the House entirely 
I'Jldorse it, and I hope, Sir, that would be regarded as a rule of this 
House when dealing with supplementary grants. 

The Honourable Sir George Schuster: I do not quite understand my 
Honour8.ble friend's point, but I would put it to you, Sir, that it is not 
80 much a question of policy, as a question of the propriety of a parti-
cular item of expenditure. Once you admit that the propriety of a parti-
cular iti!m of expenditure can be discussed, then I would say that the 
HOllse has full freedom, all the freedom that it wants, to discuss that, 
particular item. 

Baja Bahadur G. Xri8JmamaCb&ria: Sir, I dare say that we are all very 
much obliged to the Honourable thtl :Fmnce Member who indicatt'rt to us 
that the scope of the discussion in matt",rs of this sort is not so limited fl'J 
we at onp. tiIlle thought, and I am glad t.hat we have got 8cme -:>pportunity 
of pointing out the propriety or othel'\\';se of the demand. Starting from 
that position, I should very much like t<:' ask whether the loan to I,he Aiwllr 
State is a proper loan. It is stated in the reasons that it is due t<:' the 
breakdown in the administration of that State. Under ollr rules. I do not 
think we are pntitled to discuss the int.ernal administration of that State, 
and yet we Ilre asked here in all solemnitv to sa, that 25 lakhs may be 
paid 'out of the tax-payer'::; money. Why?· Beca~se it is not going to be 
of Ilny use in British India, but. it is ~)ecause thnt~ .somf'. State, whoSt~ 
administration We cnnnot discuss and whose adrnIDlstratlOn, Wf'. de. not 
know why it. had broken down !lnd who it is that cflUsed that breakdown 
and how· tong it would take for that breakdown tC' readjust. itself, these 
things are t.aboo to us, we cannot disclIs"; all these things. wnnts the money. 
8nd,' llotwit.hstanding that. WE' are askd quietly fo dole cut 25 lakhs. I 
fi8, it if! most un.iust to this House. Ate we or 8!'e we not, the ~uardians 
or'the finances of the countr~'? If so, we are entitled to say anG. tc ask 
the Government as to why do they spend this 25 lakhs. All that WI' are 
told is that two circumstances hRpp~ne(1. one is that there i!'l a breakd')wn 
in the Alwar State administration, and the second is t,hat the 8tlPJding 
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[Raja Bahadur g. Xriabnamaobariar.] 
Finance Committee, being a very efficient bod~ of men, who do rail*. these 
questions once having come to the conclusion, is it. suggest.ed that we 
cannot reopen it here? After all, what do the Standing .Finance Com-
mittee say? There are three paragraphs only giving the explanation in some 
detail as to how these demands caine into existence. and, beyond that, 
as far as I can see from the report of the lSta.uding Fin&l1C6 Com-
mittee, there is no further information. I ask, is it fair, is it treating this 
House v,ith courtesy to ask it to vote such a large sum as 25 lakhs without 
giving us the information"! The othe~' day, when my Honourll.ble friend 
moved a cut on the income-tnx asking that th~ limit may lie brought down 
to Rs. 1,500 instead of Rs. 2,000, the HOlloursblc the Finnl1ce Member said 
that that would cost about 2"2 lakhs. ~ow. if this 25 lakhs is not gh'en 
to the Alwar State . . . . . 

fte Honourable Sir George Schuster: May I point out to my Honour-
able friend that this is capital expenditure which we have every reaBCln to 
hope we shall recover. It is not 11 charge against the revenue accounts of 
the year. 

lI.aja ~ahadur G. KrisI'.namachariaT: Then. I will not put it upon that 
ground. I will put it on the general g~"Ound. We all hope for very good 
things. But do you really believe that in view of the most confused state of 
Alwar administratioo--if you allow me I can discuss &I1d I am 
quite prepared to point out that Government· have been proceeding 
upon a wrong basis in expecting a return of this m(\ney, and, therefore, 
they would not be justified in lending this money-in view of all this the 
money that is going to be advanced. may not be returned. I submit either 
relax your rule that we can, in cases of this sort, discuss the position in' an 
Indian State, or do not. come to us for money and take the money in some 
other way by which you will be entitled to do without. coming to Us for the 
vote. 

Now. the next instance is the NBWan&g8l' State, I am Dot putting 
my argument upon the ground that the:v co-operate or do not co-operate. 
Tilat ~ &n entll'ely different question. If upon its merits and tho luatter 
is res interfra, you ought to help these Indian Stutes. I do nnt curt' 
whether they co-operate or nut; that is nn tmtirely irrelevant question. 
but the fact of the matter and the position which is not· now apparent 
and which I would respectfully fisk th3 Honourable the Finance Mcmh~~ 
to clear up and not refer me to a volume in the Library where I have got 
to go an'! study, I v,'ould ask him whst is the essential baSIS of work that 
this gentleman began and which is to be completed and which, but for 
thil- grant of loan. would not be completed. Why should these ~entlcmen 
go and launch upon s project which they have no money to meet? I 
\\"~nt so mnny things, and J am slwa.\F told that there IS no money; ond 
if these gp-ntlemen started upon 8 wi]-i goose chase or a wild cat scheme, 
and they find all of a suddcn that. thev clUlnot finish it with 25 Jakhs, v,'hy 
~hould our Government go out of their way to lend? Tn~r" may be good 
r211.<;onll, but so far 1\'e have not been. given anv rflasons whatRoever AS to 
why thit; money should be lent to this ~1;ate when we ourselvPR are 8uffi"ring 
from n chronic wllnt of funds and when everything is held up, heC',allBe 
t.hf're are no funds. I would respectt.JU, uk, what is it ibat prompted 
these people to first launch upon the work and then find an emptv trensury 
'lOd then come M us for a loan It is not. " speciality, I ndmit, with an 
lr.dian Stat~ that their estimates a1'f' in'!reaaing. We have l:ad 8 very good 
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instance in the Me~tur project in the Madras Presidency which started with 
three crores, then Jumped up to seven crores, and has now, I believe, gone 
up to IH crores. That is the habit of these estimates. I do not know 
"Gether the~e is anything inherent ill these estimates that they have a 
knack of gomg up and l.lp. An inshnce of that is the Vizagapatam 
Harbour. We a.re, I respectfully submit, entitled to find out if these 
gentlemen did not husband their resources in a proper and reasonable 
maDl~er, !:!Uch as a reasonable man would take care of his own property. 
And 1£. they did ~t an~ if it is a ques"ion of benefiting their subjects for 
whose mterest th18 project was started. 1 quite admit that the Government 
of India. which claim suzerainty and paramountcy, sbould come to the help 
of these States. But where are the facts? We do not know what the 
details are. And y,·t, Sir, we are asked to register a vote for 50 lakhs of 
ruph·S which i~, : "l'''pcctfuily submit, to say the least of it, not fair to 
us, not fair to the country and not fair to the Government themselves, 
although they c(,me IIlld a:;k us for this vo,e. Therefore, I submit that 
hueafler, when proposals of this kind are submitted to the House, we 
should be supplied with sufficient details in order to satisfy reasonable men 
I\~ to the correctness of the position taken ur by Government. That is 
all that I havc got to submit. 

Sir Abdur Rahim (Calcutta and Suburbs: Muhammadan Urban): Sir, 
this is a very important question that has been raised. Apart from the 
particular demands I think there is a very important question as regards 
the scope of the discussion which these supplementary demands may 
involve. I submit to the House that it may not be possible to lay down 
any hard and fast rule in the matter. But I think there is one general 
principle which Government ought to observe, and, in fairness to this House, 
they should adhere to it as strictly as possible, that they should ,not put 
forward any supplementary demand which could have been foreseen and 
provided for in the budget. 

The Honourable Sir George Schuster: We entirely accept that. I do 
not dispute that for a moment; I fully accept that as a rule. 

Sir A.bdur Rahim: That is an obvious principle, and I am glad to find 
that the Honourable the Finance Member accepts it. Now, we have noticed 
that on a very large number of demands, which have been put forward by 
Government this time, it may not be possible to deal wit,h the question of 
the different items in detail, but, as regards the scope of the discussion of 
supplementary demands generally, what I submit is this that in SOIDe cases 
a new expenditure may have to be incurred which was not contemplated 
and could not have been contemplated or foreseen at the time the Budget 
was framed and placed before us. In a ('ase like that, I suggest that it 
would be very difficult to say that we cannot raise any discussion as to 
policy. It is always a very difficult thing to draw the line,. whether pol~cy 
is involved or not. Often, in discussing the merits of any demand whIch 
must be discussed if the House is to have to say anything about it at all, 
the discllssion may often bear on wbat may be considered to be questions 
of lJolicy. So I say that it is not always possible to draw an exact line in 
every case, and I think it ought to be the general attitude of Govern~ent, 
that opportunity is allowed to Honourable Members who are not satIsfied 
as to the merits of a particular demand to discuss those merits within 
proper limits. 

JIr. ]f ••• J08h1 (Nominated Non-Official): What right have Govern-
ment to prevent that? 



LBGISLA'l'IVB A 88JDOLY. [29TH MARCH 19M. 

Sir Abelar BahIm: I do not think it is possible to enforce any strict rule 
that we are not to touch upon the question of policy in every case. In some 
casBB it is impoBBible to draw a line-. 

'rhen, Sir, as regards tIl(' demand of 25 lakhs for the Alwtu' State and 25 
lakhs for the Nawa.nagar State, as it has heen Vf-ry forcibly pointed out by my 
Honourable friend, the Raja Bahadur, the position is extreDloly anomalous. 
I recognise, and I suppose that is the case which will be put forward by 
Government, that the whole of the relations between us and the Indian 
States is in an anomalous position. The whole Budget. is passed and we 
haVE; not been in a position to deal effectively with nny item and to reject. 
any item in the Political Department's budget. But when you are making 
a big demand like this for lending to a State. e.en thougb it is merely a 
capital expenditure. surely this House is entitled to he satisfied as to why 
the Government of India should undertake any such liability. We bave to 
he satisfied as to what is the occasion that bas given rise to this demand' 
OJ' rather this application on behalf of a particular State. and what are the 
chances of the loan, if advnnced. being repaid within a reasonable time. I 
do not suggest that we should he entitled to discuss the administration of a 
particular State whioh has applied for the loan or whether the need for that. 
loan has heen caused by any sort of maladministmtion in the State. I do 
not suggest that we are entitled to go as far as that. But, at. the same 
time. this House is entitled to be satisfied that there are good grounds for 
the Go'\"ernment of India to come to us and sa;:; that a particular State ia 
in difficulties which it could not avoid and we should ndmnce a particular 
Bum of money to enable that Statt' to tide oY('r that difficulty. I do think 
that howe'\"er anomalous the relations mal' be between us and the Indian 
States, we are entitled. when a demand of this nature is made, to be satis-
fied that it is right on the part of the Government of India to come and sak 
us to make such a big advance. 

Kr. E. O. -8011 (Dacca Division: Non-Muhammadan Rural): Sir. I 
generally agree with the observations that hne been made by my Honour-
able friends. the Raja Bahadur and Sir Abdur Rahim. particularly on the 
constitutional aspect of the question. My Honourahle friend. the Raja 
Bahadur. made a casual reference -to the duties of the Government nf India 
88 tbe Paramount Power with reference to the States. Nnw. Sir. my 
Honournhlp friend knows it best that 80 far 88 the question of PRramountcy 
is concerned. the claim that has been put forward by the States ill that 
their relations are with the British Crown and they are not prepared even 
to recognise the Government of IndiA 8S the ctIIlstituted ~f'nts of that 
Paramount. Power. Thev demand that, flO flV' 88 the future ConstitutioD 
goes. the Viceroy ahould 'be ghren a kind of a legal entity for the TJUrpnte of 
discharging the duties of an agent U> the Paramount Powt'r. Now. I 
should very much like to know as to whether. when the Government of 
India ~ to advance these lonns to States A. B or C. thev Rholllri not 
insist upon a guarantee from the British Crown as thE' Paramount. Power. 
80 as to elUure the proper repayment of thE' atnonnt« to the Brit,ish Indian 
exchequer. (Laughter.) This point is not ,,1U>jrf'ther an academic one ... 
the HOllie very well knows. particularly with l'f'fercnee to the Rnhawalpu!' 
loan. I dare .y. my Honourable friend, the Finance Mnmber. will not 
maim that tbeJ'e i. any reaaonahle likelihood of the large lnnn adnnced to 
the Bahawalpur State, which I win at once agree bAR ~n the viclim of 
circumstances, being recovered wit.hin the near future. Theref01'e. I want 
to know what policy the Government of India' have b..,.punuiag in the 
past and propose to pursue in the future having rf"~:lrd to the claim. which 



DEMANDS FOR SUPPLEMENTARY GRANTS. 

have been put forward by the States in regard to the Britiah Crown being 
the Para.moun~ Power, and not the Government of India.. I admit that my 
Honourable. fnend. 8S the Chairman of the Standing Finance Committee, 
has c\'cry ngllt tu speak on beh8lf of tbat Committee in regard to these 
mat.ters. but I am assured by my Honourable friend on my left that. when 
t~ese pr?posa~s were placed before. the Committee, no particulars of any 
kllld whlCh might help that Committee to come to a proper decision were 
furnished. 

The Honourable Sir George Schuster: The particulars that were placed 
befOrfl the Committee are the particulars that have lJeen printed in the 
proceedings, and members of the Committee know only too well that they 
hllve only t.o ask for ~urther particulars in order to get anything they want. 
I do not tlunk there IS any member of the Committee who would say that 
we have ever refuRed to giye any particulars when they have asked. 

Mr. K. O. Keagy: That is hardly complimentary to that Committee. 
The particulars that my Honourable friend refers to, I would ask my 
Honourable friend himself to read out to the House. If that Committee has 
f9ilt~rl to rlischnrge its duty in this matter, it is certainly up to this Hl"luse 
to demand all necessary particulars before we could agree to pass any of 
these items. The first one relates to ~awanagar State, and this is all that 
we have before us: 

"This was required mainly on account of certain essential works which could not 
otilerwlle have beoen completed for lack of fonds." 

I want 8 categorical answer to the following points: 
(1) What particularly were the works which necessitated this loan 

from the Government of India? 
(2) Have the Government of India satisfied themselves and are the 

Government of India prepared to satisfy this House as to the 
essential character of those works? 

(3) Whether there was a real lack of funds in that State. 

We must be satisfied on these three points before we can agree to pass 
this demand 

Sir Hart Sinih Gaur: And, fourthly, as to what is the security. 

Ilr. K. O. Beogy: Of course: I have said that I want the security of the 
British Crown as the Paramount Power. It is well known that a port in 

,the Nnwunagl1r State has been competing very ~uch with 8?me ~ritish 
Indian ports in Western India. I w~nt to. be satlsfi~d ~hat thiS particular 

;Jamount is not needed bv the State either dlrectly or mdlrectly for the pur-
poses of developmeflt of that particular port which has been competing with 
our own ports; and I should like to know what steps the Government of 
India propose to take to see that this amount is not spent for that purpose 
by that State . .. 

Major lfawab .Ahmad Bawaa Khan (Nominated Non-Offi.c~al): P~rhaps 
the Honourable Member is producing jealousy b€tween Bntlsh ·Indla and 
the Indian States, which is contradictory to his advice. 

Ill. K. llaswood Ahmad: Mr. Neogy, don't take him seriously. He 
does not know anything about these things. (Laughter.) 
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JIr. Eo O. _..,: I do not think my Honourable friend's interruption 
will be taken very seriouaiy. Next is the Alwar State, fmd I formally Wfmt 
information, because I find that that information was not insisted upon by 
the Standing Finance Committee. I Wfmt information from the Govern-
ment as to what was the breakdown in the administration which necessitated 
this loan, and we demand a fuller opportunity of discussion of the situation 
that brought about this particular application from that State, and, again, 
what securities we have 80 far as the Alwar State is concerned, for the 
repayment of that loan and within what period we can expect that 10fm to 
be repaid. 

As regards the Bahawalpur State, as I have already 8tated, I greatly 
sympathise with thut State which has been suddled with fm enormoUi 
amount of debt, not on account of any fault of its own. We know that it 
w~~ due to certain miscalculations made by the Public Works Department, 
or whicoever Department it may be, of the Punjab Government that this 
amount of several crores-it stands perhaps in the neigbbourhood of Be. 18 
crores-has been &addled upon this State. We find that under this specifio 
item we are expected to advanee an additional loan, for it comes to that, 
of about 13 lakhs of rupees. I should like to know from my Honourable 
friend what is the additional security for this loan, apart from the security 
which I take it he has got from the State for the past loan, fmd in what 
period he expects to have this particular &.nlount of 13 lakh. recovered, 1 
am not, I know, entitled to go into the question of the previous loan. But 
I should like to know during what particular period this loan of 18 lakbe is 
expected to be recovered from that State. We want a very full opportunity 
for the discussion of these various points before we can agree to these items 
of expenditure . 

.IIr. F. It Jam .. (Madras: European): Sir, 1 merely wllnt to say tbat 
\\e have a great dt>al of sympathy with the POlDt of view that has ~n 
expressed, The Committee had approved of this particular item. H.lld yet 
it appears that the Committee did not have before it tba informat.ion 
which, I think, it should ha,'c had before it, anci I aUI not a little IIUrprieed 
that the Committee did not uk for that inrormat~on. The two points, 
I think, on wHch in(onnation is really required by the House is, first of 
.. II, \\"lull is the purpose of the loan and ",hat. is the 5ecurit" ngainst whioh 
the lean is granted, I should like ro ask tbe Honourable the l'inanee 
Mcmr.··r whether he caD tell the House wbat "'ould happen in 1~8Re the 
State defaulted, How would this loan be recov~rable? What would be 
the parti(:ular machinery devised for recovering the loan in question? 1 
would point out to the Houpe t.hat thia item co,'crs not only loans to 
Indian States, but also a loan b" mennll of an overdraft to the Province 
of Burma The relation netween the Government of India IUld t.he Pm·~ 
vinCf'R is in faet the relation between a banker IUld his clients, The 
I'rovinf.:t.'s are entitled, under certain condItions, to o"erdraw their uc('ounta 
with the Government of India, but tbe Government of India havu ample 
security in dealing with provincial oVf>rdraft1. H8\'c t hf'y got auv ~ucb 
!ccurit,~ in denlin~ with ddaulting Htatt'!! or with Htntes which bave 
borroWf'd monev from tht" Government of India and are not Rhle either to 
pay inten-st 00' the due date or to repay on the conditione laid down in 
th ~ tf:rn.s of the Joan? I do t.hink thOle are very important matten, and 
I c'au I!II~ from my own knm"lt'dge of two Provinces that there i,,' very 
fltmng feeling ir. provincial ci~lf'tJ that the greatest poeeibJe 08J'e &boula be 
used in advancing loana to States. 
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KaJor Nawab Alunad: Xawas x.un: Sir, it is the impera.tive duty of the 
Paramount Power to g1Ve finanCIal help to Indian Sta.tes as well as to 
nny ot.her claslI of people in British India. If it is contended that the 
pf\()pl~ in B~tish India have certain claims on the Government, then I say 
that the Indian States have better claims for help on the British Govern-
ment. and. therefore, they have every right and claim to ask the Para-
mount Power for any kind of help, financial, political or otherwise ...•. 

IIr. Gaya Pruad Singh: Out of our pockets? 

](aJor Xawab Ahmad Nawas Khan: So far as the technicalities and 
other legal quibbles are concerned. I will not say much, but the point is, 
if any Indian State is in need of financial assistance, to whom el~e can 
it go for such help? No State can ask the Assembly to give an 1 financial 
hdp to it. nor can any State ask any foreign power for such help. and. 
therefore, these States can only come to the Government of India for flelp, 
and the GovE'rnment of India are bound to help the Indian States. The 
point thnt is made ~y certain Members that every question relating to 
financial assistance to Indian States should be placed before the Hou'lc is 
reall." an impollqible proposition . . . . . 

Several Honourable J(embers: Why. why? 

Kajor Hawab Ahmad Xawas lth.aD: Because, by reason of the delicate 
relations which exist between the Indian States and the British Govern-
fm'nt, the circumstances under which the loan is asked for and the re&sons 
for su('h loans wbich are sometimes secret cannot always be put before the 
Finance Committee Members or before the House. 

JIr. Gaya Pruad Singh: Then we will refuse payment. 

Kajor Hawab Ahmad Xawaz ][han: What the members of the Standing 
Finnn('p Committ-ee or the Members of this House wi~h to be satisfied is 
nbout th!' rnte of intere~t charged on loans to Indian States which s10uld 
be reasonable IlJ1d thn.t the period of repayment of loans is not unduly long, 
nnll tbnt the Statt' to which the loan is advanced is quite solvent . . . . 

J41'. S. G. Jog (Berar Representative): The loan is not due to any ma.!-
adlllinistration. 

Kajor Hawab Ahmad Nawaz Khan: And, of that, the Honourable Mem-
Ler is net thp jullgc. It is the Goverrment of India which is t·he proper 
jU!lgc, find I cnn assure the Hous!' that those officers of the Governmen~, 
who look into thp.se CM!'S are much more able. than any Member of thiS 
HOll"!'. Evervbodv thinks hiR own wi~dom is better :han that of :mother. 
No Honournbie Member should think that, simplv because a certain State 
asks for (\ loan. the offi('ers of the Government" will bli~dly sanction it, 
without looking- into all the matters (,arefully before makmg any advance. 
It take" the Go\'"ernment many many months, in some cases yeal!!. to 
scrutinise all facts before the\'" agree to sanction a loan, and only when 
thev nre fully satisfied, that, -they sanction the loan. I do not wish to 
toke the name of any particular State, but in some cases I know the 
Government take as security like the income of railways or other things 
fnm those States against the loan that is advanced to them, and when 
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GoTernment are completely satisfied about the solvency of the State. tIleD 
the loon is sanctioned. If I ask anv Honourable Member of the Houlle,-
apealring about one's own domesticaifairs,-to giTe me an aceount of hie 
tttpenses whieh he bears for bis wife, 1 don't think be will agree to do 
it ..... 

An Honourable Kember: Who is the wife? 

Kaior Bawab Ahmad BawAi Blwl: The same is the case with the 
IndiRn" StntM!. OnlY those who mle know well the exact and delicate 
pol!ition of their State aifairs. 

Jlr. B. Das: Then the Indian States happen to be wives? 

MaiO! Bawab Al:!mad ••• aI Jth,aD: No Honourable Member would like 
to gi,'c an account of his income I\lld expendi~ if he is 8aked to produce 
it in this House to be discussed. 

Jlr. B. K. JOIhl: Wife's bill muat be paid. 

Kajar B.wab Ahmad B •• AI JOwl: In the ease of the Baho.walpur 
St:\t.', it is I>fated that the Government have made a blunder. or if the 
Government had ('Ommltefl the lIemb('1'I'! of the As~mbly. the mi!;tnkf' they 
bave now m8de would not have ()('curred. That is not correct. kf'ause if 
the same report.s and estimates of f'ngineers and others wbieh "'ere sub-
'DiUI'd to the Government of India for S<'rutin,· and whic'h w(\r(\ made the 
baJ;is for advancing the loan to this State 'had been pl8C'ed be for .. ' the 
Mf'mhena of thj~ Hou<;(', probably they would haVE' mnde the IIlUT1e mif'ltalre 
uncI d(>(·ided in the same wa" 88 the Govf'rnmf'nt of India hav/" dC'rided, 
and the next Apseruhl." would have perhaps called us silly. for h:lving 
commith:d n mistake of thill kind. It i" not thllt an," Oovemm(>nt wilfully 
or lrnowjD~ the future dC'fectt! sanctioned the lOAn to thill Statt' , 'I'o err 
is human. Ev('~' one of ml commit!! miAtakf'lI: mnn,· J..egilllllturf''1 ('ommit 
mist1!h!'. Therefore, if it is contended thAt en-r,\' request (or a lonn h." a 
Statf! should be ptllf'ed hPfore the ~r('mhe~ of t.hl' Assembly, it ,,-m be 
an impo!l-"ihle proposition. })('cause the question of Government policy Or of 
thf' internal nffairs of no IndiAn ~tAte cnnnnt he disculIscd in this ROlJse, 
lfv friend. Mr. Neo~. "aid thAt if money WIlR wooterl hv Anv Stnk for 
geiternl impron~m('nt' and if that improve.tDent had BOm~ eRect on the 
Dl'ighhouring ciistricls of Drit4sb India, "'e Cihould !!tand in the WI\\' of 
grantill!Z such lonnll . . . _ . 

1Ir. K. O •• 100: Who snid tbnt? 

.. tor .awab AhmIA ••• u Khaa: Now, if the ,arne prio('iplE' ia 
adopted hy the Indian Princes. what would be the effect on your Federa-
tion? W ~ mufrt be reAdy for a hen1thy competition. Let ~ht' Indian 
St!lt~ tAb monev from Bank.., or from Government to improve th(lir posi-
tion. Bnd thpir progrP58 may have 8Om,~ effect on the neighbouring British 
diAtTictll. Have we ever thougbt that. what we arc doing in Briti.h Jndia 
triIluve good or bad effeet on the Indian States? We have nevcr thought 
of it, and, 80, what i. the use of tbia unheAlthy competition? Look before 
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you Jeap. We ?riticise others, while we must know that we have also our 
own defects which we do not try to correct. M v point is that ther~ is no 
l'1t-c~ for Government .to consult the Assembly "before advancing loans to 
Imhan States ?r to 'dJscus~ the que~tion of policy. The only point that 
~houra be CO!lSldered by tlus House IS whether the rate of interest i~ fair 
and !.hfl. pel'lod of repayment of the loan is not unduly long, ana the 
S(,CUflty IS a good one. 

Kr. Gaya Pruad Singh: I suggest, Sir, that the Government Member 
Ihoulrl reply first, so that we ma~- be in a position to judge for ourselves 
whether there should be any furl·her debate or not on this question. 

1Ir. President (The Honourable Sir Shanmukham Chettv'): The Chair 
('nnnr·t ('ompel the Government Member to reply. . 

The Honourable Sir George Schuster: I should be very glad to inter-
vene now if ~'I)U could possiblv leave me freedom to reply to any other 

. points t hot nre made. -

Several Honourable J[embers: Yes. You have always the last word. 

TIle Honourable Sir George Sch118ter: I am only anxious to help the 
Honse in this mntter. 

lIr. President (The Honourable Sir Shanmukham Chetty): The Hon-
ourabh Member can have another sa.y. 

'The Honourable Sil' George Schuster: In the first place, I would like 
k mnke it clear at once that I do feel that the Honse is entirelv justified 
iu haYing raised this issue. (Hear, hear.) I should never have thought 
I)i tal,ing a point of order on this issue that it. was irrelevant or going outside 
the scope of discussion on a supplementary grant. I might say that I think 
that. Honourable ?lfembers who have spoken have done extremely well in 
file puhlic int~rest in raising an issue of this kind. (Hear, hear.) It is an 
isslIf' of gr('at importRnce. I hope the House will, on the other side, appre-
cint(, that w(, ure in a certain amount of difficulty in discussing this question 
(,f Io:ms to the States, because it is the rule that the internal administration 
of t he Sta~>s should not. be discussed in this House. But I hope that I 
Rhnll be ahle to give Honourable :\{embers a certain amount of information 
whi(~h will at lea;;t. enuble them to form judgment.s on the main issues that 
SIre invo\w'd. 

Xow, a quest.ion of polic~' has been raised-again I make no complain' 
that a questivn of polie~· of this kind has been raised-as to what is OUl' 
policy in grnnting loans to Indian States. I would like first to remind th" 
HOIlRe of the fllct that, hitherto the advances which we have made to the 
Indian States Are not of verv important dimensions. In the table which 
appears with thf> Financial Secretary's Memorandum, there is a figurA of 
Admnch. Capital advanced to Indian States and other Interest Bearing 
I..oans-the total amount under that head ;S, on the 31st Ma.rch., 1934. 
Re. 21.20 Illkhs; that i!< to SRy. out of a. total Government debt of over 
lb. 1,200 crores, only Rs.-21,20 lakhs has been raised for advances to Indian 
States. So, if thill is II. dangerouR. pract.ice, at· any rate the "practice has not 
gone very far:vet, and out of that Re. 21.20 lakhs.' by far. the .lar~est i~m 
is the ndvance to Bahflwalpur, and but for that Item which IS somethmg 
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over 12 crores, the total advances to Indian States would only be rather 
less than nine crores. I hope that will reassure the House to some extent 
that we do not go in for making loans to Indian States on a. very large acale. 

Specific questions have been asked as regards the terms of these parti. 
cular loans, and my Honourable friend, Mr. Neogy, has st,atedthat he 
wants to be satisfied what security we have got, what rates of interest were 
charged, what are the terms of repayment, what are the objects for whioh 
the loans were granted, and so on. 

In the first place, I will take the loan to the State of Nawanagar. Here 
it is difficult really for me to explain all the circumstances, but what I put 
to the House is this, that, as Honourable Members know, the late Jam 
Sahib died in the course of the year and the new ruler succeeded. When 
he took over, he found that there were certain liabilities which he had to 
meet and certain commitments which he had to complete and oarry out 
and he found that, in order to give himself a fair start, he did require a 
loan. The mam purpose--there are a number of item., included in t.hia 
amount-the main purpose, by far the largest item was a sum required for 
the completion of a tank known 8S the Ganga Sagar Tank. That had been 
begun some years before, some of the earth work had suffered very severely 
m the last four monsoons and it had reached a point at which, unless he 
was enabled to undertAke fairly Bubstantial expenditure, the whole value 
of the work would be destroyed. So that was urgently necessary work. 
That really covers practically t.he whole of the amount of the advance to 
him. Therefore, my Honourable friend, Mr. Neogy, can rest assured that 
we have 110t been advancing money to Naw&nQ2ar State in order to enable 
it to equip its port in competition with Bombay. 

Sir JIari Singh &our: T s that 8 tank for irrigation purposes '! 

'l"he JIoDourable III Gear,e 8chuter: Yes, for irrigation purposes. There 
is just one other point that J want to make clear in e.onnection with our .. 
relations with the State of Nawanagar. nnd that is. Honourable Membe18 
know that we now haw· the Viramgam Land CU8toms Line. The arrange-
ment that we have as regards customs with NnwlUlagar is tliat they charge 
customs on imports at t-he port of entry. Bedibunder, and if goods have paid 
customs at Bedibunder and if a certificsu. is produced to the effect that 
customs duties have heen paid. then those goods are allowed to pass tile 
Viramgam Lin(> wit.hout further examination or without further charge ana 
we are left. to recoV(>r from thE' State thp amollnt of dutv that thev havA 
collected. When the present ruler succeeded, the State h&d fallen into very 
substantial arreats. They had ('olJect..-c1 ('118tome on onr account but they 
had not paid over the amount due to us 8S and when it was received. t 
think the arreats were something like &. 50 Jakhs. 

AD Honourable Kember: WIlS nny inff-rest charged? 

'!'he JI.oaourabie Sir &.or,. Sc:haater: Wf' ml\dfl a great point about 
tho oorrection of this very irrelrUlar situation. and th" prelMmt 1'111p.r hAIl-
I reff'tred to the faet in mv Buc1fl'f't 8l)P.eCh-1')MlCticlllly wiped off th,. wholA 
of the aYTea1'S !l0 thnt. inst~ad of being in the POI'ition of hllvinsr advllnoM 
• largp 811m of money to NawanaR'1lT on nn irre~Jar basi •. we have recover8d 
the whole of that monf>, Bnd have "dvancpd on a regulnr but, a loan of 
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Rs. 25 lakhs. Therefore, really our financial position vi.-a-vi. the N&wa-
nagar State is much more satisfactory now than what it was at the begin-
ning of the yea.r. 

As regards the terms of the loan, I will read to the House the terms: 
"The money will be advanced in two instalmente, one of Rs 14 lakha to be made 

immediately, and the second of &. 11 lakhs after 1st January, 1934. Interest will 
be charged at the rate of 4! per cent., per annum and will be payable annually as it 
becomes due. The entire debt will be recoverable from all the resources of the 
Nawanagar State and' will be a specific charge on the customs duties levied upon goods 
consumed within the territories of the Nawanagar State." 

Therefore. we have a specific security on the customs duties collected 
by the Xawanagar State and retained by the Nawanagar State. I have not 
been able to turn up in the course of this discussion the exact amount of 
customs levied. but it is. at any rate, very much more than is necessary to 
cover what is due on this loan: . 

"Repayment of principal will begin after one year and it is to be made in annual 
instalments of five lakhs so that the total loan is repayable within six years by 
fin equal instalments of five lakhs per annum." 

I think the Honse will recognise that that is a good business arrange-
ment. 

I come next to the case of Alwar. That is more difficult to deal with, 
hut I think there can hardly be a Member of this House who is not aware 
of the difficulties which had arisen as regards the administration of the State 
of Alwar which made it necessary for the Government of India to step in 
and take over the administration. We do feel-and I think the House will 
agree with me-that it would be impossible to allow any part of India which 
is in such close connection with the rest of India. to become completely 
bankrupt and its administration to cease completely. We were, therefore, 
bound to take steps to prevent such a situation arising. and in this particUlar 
case the only step that was possible was for the Government of India to 
take over the administration and lend to the State a certain amount of 
money to <,over immediate needs. Now, Sir, I will give the House the 
main particulars of the terms on which that advance was made. The 
letter of the Government of India on this matter is as follows: 

"The Government of India will make an advance up to a maximum of &S. 25 
lU.hs to the State as required, during thf'l current financial year, a.nd if necessary, 
they will make a further advance of Rs. 16 lakhs in the next financial year t{) clear 
the BhavnaRar loan .... " 

That is to say, t~ pnable the State to repay the loan which it has received 
from thp RhaVllagar State. 

Now. Sir. thf>re is a particular point I want to make in connection with 

1 p.x. thl1t t.erm. \Ve have agreed to advance 25 lakhs. In fact. that 
has already been advanced and we have agreed to make a further 

ndvancp of 16 lakbs next year, so that our commitment to Alwar is not 25 
lakhs. but 41 lakhs. Now, Sir. the 16 lakhs which is to be advanced next 
year i! actually included in our Budget proposals for next year and. therefore, 
we have done what is proper. We knew that the advance was to be made 
and we included it in our budget proposals for this year. Now, I think it is 
interesting to point out· to the House that although that was done, and 
nlthough we followed the correct procedure in that matter, the Houpe has not 
in fact, taken the opportunity of discovering that 16 lakhs or discussing it. On 
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the other hand, in the ease of the 25 lakbe covered by a supplementary 
demand, the eagle eye of Mr. Neogy and Mr. B. Das nnd others is turned 
upon the amount. I think that will demonstrate that, if our object was 
tL avoid discussion of these issues, we should not choose this method of 
moving supplementary demands. (Laughter.) 

Now, the terms are as follows. The rnte of interest will be five ptlr cent 
!n the current financial year. I need not give all the details 8S regal-d'J this. 
Then, another temt is connected with the BhaVDagar Durbar being given t.he 
option of reducing their interest or ht.l\'ing their loan, to which I have already 
referred, repaid. The next important term is that we have provided that an 
officer nominated by Government remains in complete and ef!ecti\'e control 
of the State and State finances until repa.yment has been made, that the 
State in the current financial w&' shall submit a definite scheme for tbe 
funding I\lld repayment of the ;"hole debt and that the State budget should 
be submitted annually for sanction to the Government of India. Now, Sir, 
in tbe circumstances, I put it to the House, that we were forced to prevent. 
a breakdown in the administration of Alw8l'. We had no option aDd we 
ba.e made terms which will enable us to secure the proper administration 
of the State and the full repayment of our d£'bt. We have every hope that 
the debt. will be repaid. that the finances of the State can be put into good 
order and that the tax-payers of India. will lose no money on account of 
t.hese advances. 

Now. Sir, I am left ,vith Ulis C88tl of the Bahawalpur loan. As regards 
that-, we have had other wscuasions in tllis House, and it would be use1eaa 
for me to make any attempt to disguise the fact, even if I wiPhed to do 80, 
that this whole incident is a very unaatisfactay ODe. I would not like to 
say anything DOW whlcb ll'ould cOnvey any implieauon as to where the maia 
blame I"f'sts for this incident, but I would suggest to my Honourable frieod, 
Mr. Neogy. and othera. who may speak (\D this matter, that it would be 
wise for them not to be hasty in imputing the whole of the blame either to 
the Government of India or the Punjab Government and parading them-
selves 8S sympathetic advocates for a State which baa been very much 
misled and wry badly treated. As I uy, 1 wish to uy nothing now wbiab 
will com'e)' any implication as to where the blame liee but I must remind 
the House that the mllin cause of 1088 of monev in oonnection with thi. 
projeet is the fact that thp. Rahawalpur State in 'order to secure to it'llelf a 
large share of the wat~rs of the Sutlej And in order to pl"f'vent ril'al&-either 
another Indian State or the Punjab Govemm«>nt. from claiming a larJ.>er 
share of those watera grossly overstated the area which W8S fit for irrigation 
and cultivation. Tlw\' alw8\'s maintained thAt thev had an area fit for 
irrigation and culth'ailon of ~,:p.r two million acrea .. That was their state-
ment and they refu,.oo to consider any plAn which did not include the 
caoalisation of the whole of that area and the aJ1ocation of ":nt-cr suffieient 
for that area. One of the reasons wby the scheme hAS gone wrong is t·hat 
it has now been established thnt not more than Il mnximum of about 900,000 
acres is really fit for cultivation. a.nd n great part even of thnt 18 01 ve~ 
douhtful value at the present level of prices. This is one of the major 
faeton why this scheme has ,rone wrong. Of COUnle the other major factor 
it! thnt All the Mlculatjon8 were bascd on R. level of price. current after the 
war. and the preRent level of prices as f!Vcry' one moWR i8 not only ~ry 
much less than the post war level but actually conlideTIblv 1ef11 than the 
p1'f'-waT leyel. ~ow, Rir. when it if! question of conlidf'!rini ",·hat ought to 
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have been done and where the blame lies, I do wish to remind the House 
of the fact, a fact of which I have reminded them on other occasions, that 
u they go about the world and look for projects which have gone wrong 
owing to wiscalculations which were made atter the war and based on the 
greltot optimism which then prevailed, they will find examples in every 
oountry; and I would be willing to wager that in every country they would 
find examples far worse than thill Bahawalpur Sutlej Valley scheme, 
~x8Inplt'1l of projects which had been Ilponsored by Governments or which 
had been financed and promoted by leading financial experts and magnates 
in those countries. Every one m.lde mistakes in that atmosphere of post; 
war optimism, and I do agree with my friend on my right who put forward 
the view that if the figures and estimates which. were before the Govern-
ments concerned when it was decided k> embark upon this project, hl!d been 
put before the House there is not a single lfember of this House 'who would 
have been able to say .. You should not go on with this project". In fact, 
they would have said "It. is an absolute gold mine; let us sink as much 
money in it us possible". Indeed it is a remarkable fact that even with the 
total miscalculation of areas available and even with the tremendous fall 
in prices, it is conceivable that with a slight recovery in prices this project 
will not come out so badly. The margin which seemed to be available on 
the original estimates wus a f'tupendous margin and, as I say, I think that 
Honourable Mt'mbers can easily find for themselves examples where people 
of the best possible judgment and experience had made far Worse mistakes 
t.ban this. Rut that does not get over the fact that it is a very serious 
situation. We have advanced 12 crores to the State; 80 far we have not 
4ced the fact that interest is not being earned on this loan. Interest is 
being added to capital and certainly in the course of the next financial ;year 
something will have t.o be done about that. It is a weak spot in our budget, 
that we are taking credit for something like 50 lakhs of interest which in 
fact 'A'e shall only get by lending the money ourselves and therefore increas-
ing the cUl'ital amount of this debt. I do not want t.o disguise the serious-
.ness of the situa.tion at all. It is a case which I may say has caused me a 
very considerable amount of concern. It was a commitment which I found 
wh~n I took over; it was undertaken long ago, and it is one of the problems 
for which I am afraid I have not been able to find a sa.tisfactory solution 
and which I have to leave to my successor. I would like to tell the House 
why we have not attempted any final solution of this problem yet. In the 
first pla.cC', when the Bahawalpur State asked us to take up this question, 
th!': came forward with a large claim against the Government of India and 
also against the Government of the Punjab. We said: "Before we consider 
what. We can do in this matter, we must clear up the issue of your claim 
against t.he Government of the Punjab. Therefore, you must submit a 
case". They took a good deal of time in preparing the case and then we 
had to allow the Government. of the Punjab adequate time to go into the 
matter. The Government of the Punjab went very thoroughly into it and 
in fact produced a volume of Q very formidable size dealing with all the 
Babawalpur allegations. We have only had that a month or two, and we 
have not been able finally to dispose of the case, but I want to make this 
clear that we do not think. having considered the answers put up by the 
Punjab (}overnment, that there ie any substantial p:round for claiminll large 
Bums from the Punjab Government, and we think that the mRtter will have 
to be dealt 'with-mainly at any rate-as one of a financial adlustment 
between the Government of India and the State. What we shall have to 
consider is wbat are the possibilities of securing repayment and whether 
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there ought; to be any fina.ncial reconstruotion of the Boheme-just aa you 
have, in the case of a commeroial company, a reconstruotion when it. is 
proved that capital has been lost and a project has become over-~pitalised, 
and it becomes neoessary to write down the oapital or at least to write down 
the prior charges. 1f tha.t is the issue. and I submit that that is the main 
issue, then it becomes necessary that we should be able to form a. really 
reliable judgment as to what the prospects of the project are; and we feel 
that it would be unfair t() us to capitalize the project at the present level 
of prices, or, given only a very small recovery in prices, the projeot ought 
to be able to pay a reasonable rate of interest. Therefore, we have told the 
Stat-e that before we are ready t() tackle this matter, we wish to wait a bit. 
and see what is likely to happen to prices of cotton and wheat. That is the 
position in this matter. Now, I cannot ask the House to express any vot-e 
which would imply 8atisfac~ion with this position; indeed we ourselves are 
extremely dissatisfied with the position. but what I wish the House to 
appreciate is that, so far as we ('ould, a.nd indeed I think to an extent which 
is all that could reasonably be demanded, as soon as we hnd any reason to 
suppose that this project was going wrong, that the irrigable &rea had been 
over-estimat-ed, we did tackle it; we appointed a very strong Committee 
to go into the matter. What I always considered to be urgent and much 
more urgent than financial reoonstnlct.ion was to get the .~dministration 
on sound lines. stop any waste of money. and ensure that land which could 
not be irrigated should be excluded altogether and all further expenditure 
011 it stopped. That we have achieved; we have been able to secure the 
8P.rvices of a very first-class irrigation engineer, Sir Bernard Darley. to 
manage the scheme and we have our own representative as the Revenue 
Member of the State, so that the two work t<»gether. and I can give the 
House, wit.h great confidence, an assurance that the scheme is being reaUy 
well and economically administered at present and the only thing which 
remains for us to do is to tackle this financial readjustment. Now, in order 
to carry out the plan worked out by Sir Bernard Darley for getting the 
maximum economic benefit from the scheme, there was a certain amount 
of additional expenditure to be undertaken. That is mainly what is covered 
by this item which is included in the loans this yMr. and I would put it to 
tbe House that that expenditure was l\mply justified financially, and it is 
not a calle' of "throwing good money II.fUr bad", 

Sir. several speakers have said that this Legislature is the gtlr.rdinn of 
the interests of the Indian tax-payer in matters of this kind. J fully admit 
that position. but, ,,;th the be!!t ,,·ill in the world. Honourable Members must 
acquiesce in the fact that the Executive Govf>mment hRs sometimes to 
take certain responsibilities and that individual Members of thf'i T.JC~iIlIRture 
cannot possibly go into all these items. We feel our 1'C!!ponsibilities in this 
matter and I can claim that in respect of all theM t.hree items which are 
now. under discussion. we have not led 'down tbe financial interests of 
India. The expenditure was either absolutely nece1Jory or was r.'Chanced 
on tenDS which amply secured its repayment. and even in the ease of thE" 
necessaryiterns I would not put the justification Mlely on the nccf'ssity.-
I would also claim that the advances have been mr..de on ~ood security and 
that there is every chance of their being repaid. Sir. I think t,hat IIhouM 
be sufficient to put the House in po88e88ion of the main facts, I appreciate 
that it is difficult for Honourable Members to keep all the terms th",t I 
have mentioned in their heads as a result of merely oral representAtion, 
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but I do hope that they."on t~eir side will feel that we have made out a 
good case for these three Items Just as Ion .llI:y side feel that they themselves 
h?,ve made out a very good case Yor ralslOg the issues that have been 
dIscussed. (Loud Applause.) 

The Assembly then adjourned for Lunch till a Quarter Past Two of the 
Clock. 

The Assembly re-assembled after Lunch at a Quarter Fast Two of the 
Cloc.k. Mr. President (The Honourable Sir Shamnukham Chetty in the 
ChaIr). . 

MESSAGE FROM THE COUNCIL OF STATE. 
Secretary of the Assembly: Sir, the following Message h6.'8 been received 

from the Council of State: 
"I am directed t{) inform you tha~ the Council of State has, at its meeting held 

on. the 29th March, 1934, agreed WIthout any amendments to the following Bills 
""lIlch were passed by the Legislative Assemblv at its meeting held on the 28th 
:M:arl'h, 1934, namely: . 

(1) A Bill to fix the duty on sa.lt manufactured in, or imported by land into, 
certaIn parts of British India, to vary !'ertain duties leviable nnder the Indian 
Tariff Act, 1894, to fix maximum rates of postage under the Indian Post Office Act, 
1898, to fix r&tea of income· tax and soper-tax, further to amend the Indian Paper 
Currency Act, 1923, and to vary the excise duty on silver leviable under the Silver 
{Excise Duty) Act, 1930, and 

(2) A Bill further to extend the operation of the Salt (Additional Import Duty) 
Act, 1931." 

DEMANDS FOR SUPPLEMENTARY GRANTS. 

LOANS AND ADV.~NCES BEARING L"l"TEREST. 

JIr. K. K. Anklesaria (Bombay Northern Division: Non-Muhammad~n 
Rural): Sir, much of the talk which took place before the Honourable the 
Finance Member spoke was bound to be and, as 6.' matter of fact, was in 
the air rather than on the merits of the question. But after the Honourable 
the Finance Member spoke, I think there is enough material for Honourable 
Memhers to base their criticism upon in connection with the present demand. 
rhe fact that this dem:;.nd was passed by the Standing Finance Committee 
ought not to mislead anybody, because my experience. or the Standing 
Finance Committee shows that generally demands amountlr,g to many lakhs 
of rupees are not cOn!~idered for even the equal number of seconds and I 
should very much doubt that this p:;.rticular demand had got more than 
about a couple of minutes' consideration from the Stanning Finance Com-
mittee. But in this particular case the difficulties are inherent in the 
situation. 

Dy fhe Rules and Standing Orders of the House, we lire debarred from 
diseuSSlDg the internal 8dminis~ation of ~tates, . I thi;tk t~is practice ~f 
giving loans is in one sense a nght move 10 t~e nght directl?~,. because if 
it does nothing else, it lays open a way for thIS House to cntlClse the ad-
ministration of States even in an indirect mli,'nner, for, of COur'Se, it 18 op~ 
~ this House, if proper explanations are not forthcoming, to rejeot the 

G 
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demands summarily. In this case, however, the Honourable the :Finance-
Member, 8S I said, has given the House enough material 011 which they 
could judge the validity or otherwist:' of this dom6.nd. As regards the first 
item, I am in 8 position to speak with personal knowledgt:' to some extent. 
The Honourable the Finance Member said that the State of Nawanllgar had 
paid up 50 lakhs of rupees which were due to the Government of Ind;" from 
the State. That is a fact. But· if t,ll(' Honourable Memher had informed 
the House 8~ to how thnt alllOlUlt of ;30 lakhs waR obtained by the State 
the House, I am sure, would· have bf'en much edified. As the 'rrut1ter is at 
present .vb judict' , I IUn not going to say an~·thing furl· her about it. But 
to give the devil his due. this much I am bound to state that the present 
Nawanagar prince is doing eVf'rything pOSRiblf' to put hill hOIl~e in order, 
and, if any State deserves help from the Gov£'nlment of India. that State 
is the Nawanagar Stat~. I can B8y from my personal knowledgo that the 
prince has restricted his Pf'rsonal expensf' to the ridiculous sum of Rs. 527 

. per month. If this is not economy and if .this is not an attempt to put. hi. 
house in order. then I do not know what the putting of one's house in order 
can be. 

Ala JIoaouable Kember: Where did you get this information from? 

JIr. B. B . .&DJdeurla: Sir. I got this infomlation from n vcry reliable 
. qnarter, and I am not going to disclose where I got it from. The Honourable 
the Finanee Member stated thEi.t with rs,.."llrd to Alwar he had provided for 
a guarantee fOT repayment in the prm-ision of th(\ ndminislndiotl be-ing 
entrusted to British officers. I think when such R bi~ Flllln AS 25 101,hs was 
advanced to the 'NawnnagtiT Stat~. some sueh $mal'ftnt .. " onght. to h8\'t> been 
provided for in the case of that 8~ate a\l'o. Sir. /UI t}wrt' IIr£' Hon'lurahle 
Members who are able to Rpeak as rf'gllrds Ahw.T Rnd Oil rf'j.!ords Bshawalpur 
from Pf'l'l"onal knowledge, I will not stand bet·ween them and the HOllse. 

JIr. B. V. ladhav (Bombay Centrul Dh;8ion: NOIl-Mllhammadan Rural): 
Sir. as l>' memher of the Standing }'inance CommittN'. T have to stand before 
the bar of this House Bnd mr-ite my explanation. My Honoumbl,' friend 
from Oujrat has made an apology on my behalf. HI' has had peno~ 
experience of the work of the Standing Finance CommittE'£'. and I tmdorllf' 
what he has stated here. The St"nding Finance ('ornmittN~ is o,·er.,,·eiJ{hted 
with nominated members who consider it their busirw88 to paRIl th~ grants 
as quickly as possible. 

!'he Bonoalable Sir CJeor&e 8chuter: T must prot{'St again!!t my Honour-
able friend's statement that the Standing Finance' ('ommittp(' is over· 
weighted by nominat~d members. TIle majority of thf' Standifl~ Yonanee 
Committee are elected Non-Official Members, and ne,'('r on any ooeo!?n 
.bas r.ny discussion been cut short if 3 single Non-Official elt>ctMt Member 
h\.8 asked for further information or wanted toO diRCllSR ml\tt~1'R. 1 t't,llleng" 
any member of the Standing Finance Committee to contrlldirt· that state-
ment. They always have an unlimiu-d latitude of discussion. ~tld never 
!lave I taken the liM that a discl1Rfiion must be ~11t, Rhort, becaURe W~ bave 
a majority, Md. therefore. it nerd not go on. 

JIr. B. V. 114h&v: I am VM'" sorrv if mv J'f'mar1nl1ed the Honourabl. 
Kember to surmiae that I wanted to Call intO queiltioD, hi8 (~ODdt1et .. tM 
Chatnnan for hurrying trp the discPIsion. 
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~e .HODoura~e Sir George Schuster: My Honourable friend WI.S t quall, 
calhng mto questIOn the conduct of Nominated Members of the Committee 
and I resent the charges that he levelled against them which are just 3S 
much as a personal ('harge against myself. 

1!6.r: B. V. Jadhav: As soon as a demand is proposed by the '.~hajrman . 
. there 18 aln~ogt a (·horus in the Committee, "passed ", "passed"; if that 
IS not hurrymg up, I do not know what it is. 

The Honourable. Sir George. SChuster: That is entirely the vduntary 
aC.mon of the Committee, of whICh my Honourable friend IS II meml),.,r . 

. Mr. B. V. Jadhav: I am only "IJeaking about the memb.:ls of the liorr.-
lwttce, I am not speaking of outsiders. 

With rE'gard to this grant, I may say that the bar upon auy dis()uSSIOn 
about the administration of Indian States was before us fond we could not 
raise any question. Now, the question of debt has come forward, and I 
may be al!owed t.o offer a !e~ remarks with regard to the St.ale vf Jamnag<1r. 
I may pomt. out that tillS IS one of the Guzerat St&tes, and, if properly 
administered. it ought to be financially very sound as the other Guzerat 
St·sies are. It has been stated here that the State of Bhawallag&.T lent 
a sum of 2'; lakllf:; to Alwar. It. meaus to say that the State of Bhaw&!D.agar 
was in a very sound financial position as it was able t() lend money to outside 
Statps. I know something about. Blll;.wanagar State and I may point out 
that. when ~hl' lat-e ~Iahamja of Bhawanagar had (){'casion to borrow money, 
he did not go to the Government of India, but he raised a IOl>n in his own 
State and HIP administration was so much respe<!ted that the inhabitants 
of the Stat.e had full confidence in the l\faharaja and they accepted his 
promissory notes. When. the period for the payment of these promissory 
notes cnmp, the people went to the Maharaja and 'requested him to issue 
another loc.n. so that thev could invest t.heir money in their own State. 
That is the position in an indian State. Extravagant' States have to borrow 
money, while the St.ates which are well managed ha"e no reason to borrow, 
ann whenever there is [,'n occasion t() borrow, they have the support of their 
rvotf:. The State of Nawanagar would have been in the same happy 
position, but I think its administration was rather extravagant. I am very 
j!lr,-d that the present. ruler is t.rying t<> put his house in order, and my 
Honourable friend, Mr. Anklesaria, has been satisfied that he is conducting 
his privat-e expenses properly and it amounts to only Rs. 527 per month. 
Therc are ways and ways of making budgets in an Indian State, r.nd I 
need not divulge the various methods by which various items of personal 
expenditure are disguised 8S expenditure on State affairs. 

JIr. N. N. Anklesaria: I may tell my Honourable friend that the attempt 
of the present Nawanagar prince at economy is a perfectly genuine one. 

Kr. B. V. Jadhav: But the methods of genuine budgeting in Indian 
States are also somet.hincr different from t.he methods in British India. A 
constitutional point has "'been raised about the connection of t,he Indian 
States with the British Cro'wn, and I think it would be very good for 
botl-P sideR if the States are put under t.be direct suzerainty of the Britisb 
Crown and in that case it would be much better if the British Crown would 
take o~er the debt arrangements with these States .as well. I do not think 
the rovenues of British India should be sundled WIth these debts. 

Nawab Kajor :Malik Talib ~ehdl Khan (North Punjab: M?hammadan): 
Sir. we have heard with great lDteres~ the reas.ons for advancmg money by 

o 2 
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the Iodi6n Governmt'!nt to the Indian States fl'Qm the Honourable the 
Finance Member. I happened to be for n number of years on deputation in 
Bahawalpur State and it would not be out of plaoe if I mention a few facts 
relating to the loan to this State. The project whioh was c&Ued the Sutlej 
Yalley Project was designed and estimated by the British Engineers. It 
was shared by two States-Bikaner and Rahawalpur on one side, and the 
Punjli;b Government on the other. I have said above that the estimates were 
.prepared by British Engineers, who WElle also responsible for examining the 
quality of the soil helped, of course. by officers of both the States in their 
latter task. The project was finally sanctioned by the Durbars. All this 
took place when the present ruler of Bahawalpur was a minor and the 
6oministration was carried on by a Council of Regency, consisting of myself 
as the Revenue Member. The work was carried on by British Engineers, 
all constructions were conducted by them and the project completed. As 
far as Bahawalpur was concerned, the working of the canals was entrusted 
to them for three years, so that they might make it clem- that it W88 a profit-
able concern. This is what happened. No one. under the circumstances, 
wbich I have briefly referred to. caD accuse the Durbar of any extravagance. 
whatever was spent was done by the British officif,{s, who sent regular 
accounts to the respecti'\"e States for scrutiny. and. after lbey -had check9d 
them. payments were made to the British Government. As far 88 the 
Rahawalpur State was concerned, it waa deeided ths.t the State and the 
Indian Government. that is the Punjab Government. should work together 
in the matter of eolonisation. The St.ate abided by this rule. I have brought 
these facts to your notioe in order to show whether Bahnwaipur haa got 
any claim on our sympathy. Allow me to go a HUle back, so that I may 
explain the position of the State. As far back f!8 1840. when Afghanistan 
was going to be invaded by the British Government and the Sikhs were 
holding the Punjab. there was no way to !lot throu~h the army. It passed 
thI·OUJlU lial:u.waljlur: au indepenJent 8t.aLt>. at the time, and they were 
not only r.Uowed a passage. but were treated right royally on their way to 
AiJ!'hanistan. This is one of the reasons why the Government. ought to be 
solicitous to that Stat.e. As regards ourselves. Q time WB8 when both the 
hanks of the Sutlej were in the poeseeaion of the Bahawalpur State. Great 
difficulty W88 felt by the Punj8b people to take their C6ttle on to the river 
or to make any use of the water. Nf'gotiations were started. and it W&8 
eventually agreed that the right bank might remain with the Britieh Govern-
ment and the left bank W6S, of course, with the Bahawalpur State. This 
is one concession. As far 88 the paf>e'8 show. nothing waa paid for it.. 
You can spe what would hlive bf'.en the cost if the British Government or 
any private p<'rsoll had to purchalle that concession. Consequently, the 
toll duty is divided between both Governments and till"' Bahawalpur is Ul a 
certain extent contrihuting to our fund. When the time came for opening 
the Southern Punjab Railway which takes off somewhere neAT I<'erozcpur 
and goes right up tl) Kurll{~hi. it WIUI Dahnwalpur which offl'rcd the land. 
as far as I cnn mr.ke it. without nny paymp.nt or for B \"(~TY small amount. 
We ought to weigh the advantages which the opening of thia railway meana 
to the Punjab. ThoUJUlnds of tons of grain are aent from the Punjab right 
up to the Karachi port. We ought not to be so c.bsorbing, but ought to 
follow the principle of give and take. If tho State has done all t.his for us 
tlhlrc is no rellSOn why we should be !lO litin~ and h'l'Udgo tJlis loan. There 
was a time loog ago when the desert part of the Stat-e was a garden nnd the 
river Saraawati. now extinct, poured into it. There are ruined forte all 
alone ita baw and the depreuiona ahow that thil pm of the OOUDW,y ... 
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at one time very well cultivate.. The tendency of the Punjab rivers is that 
they always move to the west. They started doing 80 and left this part of 
Bahawalpur altogether. It was once the home of a section of Rajputs called 
Sodhra and S?nera. It was there that the love episode took place to com. 
memorate which was constructed the Mari of Mount. If the Durbar have 
s~en th~ir way to do 80 much for us, I do not see why we should charge 
them wIth extravagance. I do not hold a brief for anybody, but I must 
ss.y that ~eople !lle people and £tates are States. Everything connected 
wlt.h t.he States IS. not rotten. I hav~ lived among them for seven,·l years 
and have many frIends there. I admIt that there are defects in them, but 
those defects are found everywhere. We should not expect that they should· 
come up to the administrative level of British India which has centuries of 
experience behind it. We should give them some latitude and wbtch their 
affairs, but we should not dpcrv them. If the Finance Member earmarks 
some money for Bahawalpur, i believe his confidence l\ill never be mis-
placed as the State deserves, not only from Government, but from every 
Member of this Honourable House, to get the money cheaply. The difficulty 
is that the position of an Indian State is very peculiar. They are not liable 
t.o be sued in British Indian Courts for money transactions. They cannot 
borrow money from any person without the security of the British Go.em-
ment. As I have said above, this money was spent at a time when the ruler 
was a minor and the State WhS administered by a Council of Regency. Gov-
ernment advanced the money, and it is for Government to see that no 
untoward itenl has been added to it. I will end my remarks by quoting a 
line in Urdu which is appropriate to the condition of the princes: 

"Na 'araJln~ ki ijmat hai na leryad lei hai, 
Ghut i.:e mar jae" yih ·marzi nun sayad ki hai." 

Translated into English it runs 6S follows: 
"I am not allowed to flutter, nor to cry; my captor desires that I should 

die of suffocation in the cage." 
It does not beho\""e us to grudge the money which has been 80 well spent, 

because they ha\""e started a new colony in the Stat,e which will remove 
the congestion we have got in the Punjab. As regards the popuh.tion, we are 
over-producing ond hnve already got more people than we ca~ ac~on~oda!e 
on the lund the Province possesses. If our surplus population IS gomg to 
Bllhuwalpur, why should we grlldge the money? 

1If. B. Das: So why should not the Punjah pr'J the m0ne~? 

Bawab Kajor Kalik Talib Kehdi Khan: The Punjab is a part of India. 
If Bengal can get the money, I do not see why any other Provin('e ghould 
not get it. 

1If. E. O. 58OGY: May I know from my Honourable friend whet.her he 
a'Cimits the charge that the Bahawalpur Dllrbar deliberately over-esh.mated 
the amount of cultivable land in the State? 

;aW8~ Kajor JIaUk Tallb Mehdi Khan: No. 

1If. Muhammad Kuauam Sahib Bahadur (~orth Madras:· Muham-
madan): Sir, I should not have intervened in this debat-e but for t~e fact 
t.hat my HoOooUl'&ble friend, Mr. Jadhav, made so~e remarks winch .1 
feel are derogatory to the Standing Finance CommIttee and, to a certalO 
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extent· to the Honourable the Finance Member. If I can ghop credit to 
the H~nourable the Finance Member for any of his good points, I t,hink 
the most outRtanding is that he has always given t.he gt'{'att'st latitude to 
us in our deliberations on the Standing Financ£" Committ.ee, nnd I do 
not t,hink any membt'r of that Committ~e CRn t'ontrovert that point. And 
if my HonOlirable friend, Mr. Jadhav, felt aggrieved t,hat Qn:v pl'Oposition 
which he wanted to be carried could not be carried. he ('ould have called 
R division. And there have been cases where we have divided on a certain 
thing and our vot-es are recorded. 

Coming to the question of these States which have heen fiMnced by 
t.he Government of India, although I do not like to (lxpreaa "'hat I feel 
regarding the internal administration of these States "'hich may be good, 
bad or indiff~rent, I must say this that, when these proposals were placed 
before us. we did ask the HonoU1'8ble tht' Finance Member whether this 
was a new service, and we were given to understand that it was not a 
nl'W service; because this was not the 6rst time when advances of the kind 
were being made. As a matter of fact. sums to the emnt of Re. 20 
('roree or somewhere about that had already been advanr,ed to the Indian 
Stat-es, Rnd the Government of India WE'rE' (,8rr:vin~ out that poli(·.v. So 
when we gave our aaaent to these propoeals, we gave it on fhf' understand-
Ing that the Government of India had sone thoroughly into the&f' matt.ers. 
and as the States occupy a peeuliflT position with regard to this Ilf'giR-
Inture. we thought that we could but go R few steps Rnd stop fhel't': we 
could not discuss the internal administration of these St'at.es. Of course. 
even after passing these proposala, it is always opcn to thiR Assembly 
to criticise what we have done, as they are doing no\\', W('. did not enter 
into the minutest details; but we did go sufficiently into the position on 
those lines. although I must admit that we did not ~o so thorollghl.,· into 
thp.ID as the Assembly has gone today through tilA statement mad ... lIy thd 
FinAnt'e Yember • • • • • 

1Ir ••.•. ADJdIllria: Mav I nsk the Honourable l\fcmher, for how 
mnny seconds the matter was' discussed in the Standing Finanre Com-
mUt.e~ ? 

1Ir. Knhammad KQ&"lm Sahib Babadur: I admit thnt w(' did not 
spend many minutt>s over it-I do admit that. That ,,=aa because we felt 
that we were in a peculiar position with regRrd t.o th(,8e Indian States: 
we thought that we could not have the aame latitude of dillOuaeion on thcao 
points as we have on other Bubjects which might he before the Committee. 
Thut is wby we cut' short our discussions. With th,·sc remarks. I 8uppon 
this motion. 

SInlIr Barbaa 8lqh Brar (East Punjah: Sikh): Sir. I 11'c! it ,,'ith 
sorrow and I utter it witb reluctance that c(>J'tain m(!mtwrJI of tlw StAnd. 
ing Finah~e Committee have tried to rlln down t h(> C()tnmitt~t' Bnd it" 
C~8irrnal' . in th~ir delibt'rati?nl. I have heen on fonr M~"(! 8tnnding 
FlJ1anc~<: Commlttees; and If Honourable Mcmil<,ro\, who 111"'1' tak(.n tho 
trouble. uf criticising. would peruse the prooeMing.a of thl\t OOmmitt,ee. 
tber will ~nd t~at more .often than not I hue taken the coura. of bein~ 
a aJDgle dl8&ent wnt flll Items hefor"" !lfl. With that attitude of min.t 



baving been taken by me continuously in the Standing Finance Committee. 
I bear witllcss-Diwan Bahadur Harbilas Sarda. and Mr. Gava Prasad 
Singh. if he were here, would also bear witness to it. that th~ Standing 
Finance Committee scrutinises the expenditure in such minute detail that 
it is not done even in this House. The Standing Finance Committee some-
times have even gone the length of requesting His Excellency the Governor 
General to cut down certain items of his expenditure and have succeeded 
in doing so. The Committee had refused certain demands of the Secretary 
of State and expenditure for the Burma Round Table Conference which 
the Assembh' passed without 1\ dissentient voice. Thev have called for 
information on items from such distant places as Andnmans and other 
provincial hadqllarters before a~eeing to a particular item of expendi-
ture. It is not without responsibility and deliberation that they give their 
assent to theBf' items when they come before them. Thev must be allowed 
certain discretion and certain freedom of action in deciding these matters. 
The Committee were fully satisfied that: these items were absolutely neces-
sary, and. therefore. the Government of India's proposals regarding 
the inculTing of this expenditure were approved by them. Therefore. I 
rl'~et very much, to say the least, that the remarks of Mr. Anklesaria 
and Mr. Jadhav. who has been a responsible Minister, should have bebn 
uncharitable and ungracious to their colleagues and to their Chairman-
who has alwlI~·s given the utmost 8s!;istance and the best lead to the Com-
mittee-with whom they had the honour to serve. I am not concerned 
with the considerations 'which . should we'igh regarding the remission of a 
particular loan to a particular State, That is the concern of experts to 
decide whether Rnd how much of that: expenditure was fair or justified and 
could be borne legitimately by a part.icular party to it, and, I am sure, 
the FinRIle'" Depart-nwnt would not i!::r1ore the interests of British India. 
much less of the Punjab Government when they come to a final decision 
on that subject. 

My friend, Nawab Talib Mehdi Khan. who had been a member of the 
Council of Regency for seven years, and during whose time this project 
was taken in hand wanis the Bahawalpur Durbar to be treat'ed lightly 
on the ground that Hi" Highness the ~awab was a minor. Perfectly so. 
But then. would it not be proper in t,hat csse that the Council of Regency 
and its members should be held responsible. because they acted as guard-
ians to the ward of that State? I hope they will be prepared to make 
good the 10SB. 

The Honourable the Finance Member hus in his speech given adequate 
reasons for advancing the loans; and the conditions, which have been 
placed by i,he Government of IlIdi" regarding ~he interest a.nd repayment, 
aro. I think, the strictest possible ones, accordmg to financla! canons, a~d 
'we need not have any fear on that account. It ~E. not d~lI'able. at t.hIs 
time when Federation is so near that we should g1Ve :iny I!llpres~lOn that 
we are not sympa~hetic, or rather that we are unsympathetIC to eIther t~e 
form df. administrations prevalent in the Indian States or the finanCIal 
difficulties in which those States find themselves. due to the general de-
preB6ion all over the world. and ~hic? is not ~eculiar onI!.. to the States. 
If on financial grounds loans are JustIfied and If the condItions for repay-
tnent of interest and principal are fair and just to British India. we need 
JDO~ dilcWIII the other irrelevant questions of internal administration or 
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otherwise. I, therefore, oonaider that now the diaauasion may be 000-
eluded after disposing of the financial aspect of it if the Honourable Mem-
bera feel that financially the transaction is not a bad on8. With these-
remarks, I conclude. 

JIr. lapa BUll Agarwal (Jullundur Division: Non-lfuhammadan): 
Sir, the discussion on this subjeet: has taken curious turns. Some 01 my 
friends have pleaded that, in order to enable the princes to come into 
the Federation, we should at once wipe 011 these debts for BOrne of them, 
Bnd that a mere diaeuB8ion thereof is likely to frighten them away hom 
Federat:i0n .in fact. I think my iaak thia afternoon is a very prosaic one, 
of ~denng only the financial aspect of the thing and, from that point 
of VIew, one or two remarks that feU from my friend, Nllwab Talib Mehdi 
Khan, and others, call for some notiee. 

It ball bl.'en point-E'd out that out of the total liability of 21'20 CJ'OreII 
of loans advanced to Indian States, we have about: 18 crores advanced to 
the Bahawalpur Durbar alone. So far as this ia concerned, it haa been 
pointoo out that 1bis was advanced during the minority of the prim·e. The 
Government of India, throu~h their Political Department, were practically 
administering that State. H that is BO, it should not be a matter of 
difficulty to find out who wos responsible for putting forward that. two 
million squares of land a .. the ~urity against which that 10lln Wall being 
advanced. because the prince had nothing to do wif,h the matter: the 
Council of Regency wu there. We know one of the membel'8 of the 
Council is here: the engineers and othera "'ho took part in this matter 
eould very easily be got at and we can really fix the reaponsibility upon 
the people who put forward that there were two million &quart .. out of 
wbich only 9,00.000 squares is now available. 

One thing more. Ia it or is it not a fac~ that attempts have bflP.n 
made to repwtiate this liability on the ground ~at the State adnUniat;ra· 
tion never gave their consent to this huge project? Now. Sir. that ia a 
matter of grave concern to the Indian tax-payer. We cannot with <'quam· 
mit, contemplate any sncb dabbling with the idea that this State. ,,"hiob 
received such a huge loan hom the Government of India. wbieh enjoyed 
it. should DOW be at liberty to go and obtain legal opinion and put forward 
all kinds of excuses as if they had not enjoyed the benefit of' the loan. 
Weare really perturbed • • . • 

JIr. S. G. 101: A minor is not bound. 

JIr. ' ..... aUt Aganra1: If tbe minor is not bound. nobody ill holdiD" 
the minOl' penonally responsible. and the Honourable tho Law Member 
,,"ould have no difficultv in meeting that part of tbe arguDlent, because. 
if the Stat.e had the bti'nefit of tbe money. we oould oort.aiuly look to it 
for the 12 crorea or.o. In fact, if ia talks of t.hat kind that l1U1ke us 
more nervous. becauae if the State haa diepoeed of all thoe., IK'Il'eS of land 
to varioUl people and recovered the value- of t.boBe acree. wlla .. are we 
pug to look to? w. canaot oertainl1 contemplaw, -..itM. equanimity that. 
Meause Babawalpur a" ODe time allowed the .BtUiab force. to J)" \bro. 
their territory to Afghanistan or gave British India IOmc otlwr fonu ot 
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help, we should be only too glad to surrender this loan. The way in ,thich. 
( look upon this matter is this. In this volume of Appropriation of 
Accounts, I find that sanct'ion for the grant of this loan was granted by the 
Secretary of State as long ago as the year 1924 01 1926. The original 
estimate was no more than 2,00 lakhs, or, in other words, two crores. It 
l,'l'adual1y mounted up, as the estimat:es have a habit of mounting up, to 
sometbing like 4,84 lakhs, or foil!' crores of rupees. It went on, and then 
the peak of the debt was estimated to be somewhere in the neighbourhood 
of 10 crores 95 lakhs. There was a provision that the unpaid interest 
would be capitalised, and with interest going up and estimates mounting, 
we find that we are now in the neighbourhood of 13 to 14 crores. Now, 
if this thing has gone on for such a long time, and the only attempt at 
H:covery has been to add the interest to the principal and t{) write it off 
oomfortably in the books, this is not a proposition which anybody can 
look on with satisfaction. We have been kId that the Finance Member 
is uneasy about ·it. I can very well understand it, but the fact still 
remains that no satisfactory means has 80 far been found for a settlement 
of tht: question as to the liability for the payment of the loan. 

~ow, Sir, wt: are not at liberty to inquire into the various methods 
cmpJoj"eJ I.;y tlle ~tates for running th~ir administration, but it may be 
pcrtiuent tu inquire whether the highest value has been obtained for the 
land", whieh these waters have irrigat4:ld, what the security;s to ,which 
we CUll 'now look as most of these valuable lands have been sold, ani 
wheth(~r th~ GoveroDJ('nt of llldia have taken as important steps for the 
realisat;oD of this JOHn as any other creditor would have taken, because, 
if it is a case of loun tv u minor, every creditor would see t{) it that 
his security does not disll.ppear. It weuld be a funny proposition indeed 
J. by the time this matter is settled, we are told 'that all the nine 
huudred thousand acres of land hHve been sdd away by the Durbar and 
tonat money wcnt t<> the State gradually and it hitS now gradually dis-
oppeared. What would be the point in looking into the matter at that 
.-;tugc:' Therefore, what I submit is that this questioll cails for urgent 
liettlement, that ull attempts at any repudiation of this debt should be 
nipped in the bud, that a free and complete settlement should be made 
on the question 8S to the responsibilit.i of the Punjab Govemment or 
the officials of the Government of lndia.-we are, of course, prepared to 
tlx('use honest en-ors of judgment,--but there should be no att.empt to 
bhdvc the question. for we should look upon it as a commercial propos!-
tion whether we are going to get s0methmg back or whether the loan 18 
~oing to be writtl'll off in the books of the Government of Indl:l. 

Anothpr point. Sir. w:.s raiE.ed, and that appears from one point of 
vif'w somewhat sbt,lsfaetory. As against the advance t{) the Alwar 
DUl'hur, the GOVf'mnlent of India have' stipuJat{!d that thei.. Budget 
hhoulrl be submitted to and scrutinised bv the Government of India. I 
f'houJd really like tc know whether we 11I:e going t{) have a look at that 
Bl'dget or my friends opposit.e alone will have un opportunity of looking 
II.t it. 'J'hl'v hll\'e too much of their own Budget and they are not really 
4blp to loo}{ inte it. Perhaps the Standing Finance Committee or the 
Public Accounts Committee may !o'.>k into it. That is jn a way. satis-
factory but I should like tl) know rettIly whether it will be looked into only 
by the Politic.\l Depl\rtmeG~.or some ;Corn.roittee cMitbeL_l .. ure, or some 
of the Accounts Committees would be able t{) look into it, because, after-
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.all, it comes to a scrutiny of expendit.ure; if Government are spending a 
few hundred thousand rupees in nny Department. we are entitk-d to look 
into it. When they are spendiug this huge sum. possibly it might be 

·looked into from that point of viAw. 
Then, the other question that I would like to put before the House is 
3 the point which the }t'inance-Member made, that in these 

1'.. supplementary grants the eye of our friends on this side baa 
h£'Pll able to detE'ct this huge advnnee of 25 lakhs. In the Rudget we 
were not able to do it. Does it not then, Sir, indicate a sorr" state 1)£ 
arrangement of items Rnd figures? It is very good that we have bean 
able to detect it in the supplementary estimates. The suppklmentary 
Ultimates are better presented. but when the guillot~ne falls and the 
Budget passes through 'without discull8ion, it is a sorry state of affairs. 
&nd I think that also requires looking into. I suggest, Sir, that we should 
have better opportunities for being able to scan t.hrough these items in 
toLE" main Budget when the time ccrne .... 

JIr .•.•. Joshi: Mr. l)resident, I would like to make onl~' two or 
three very brief remark£,. The first J><'int on which I would tike to make 
II H.:mark is the constitut·ional poc;ition which was stat~ b~' my friend, 
Afr. Neogy. It ha~ lK>en rlemanded h:v the Indian princes that their rela-
nonF 4lre and will be with the British Crown· This position creates a 
difficulty in the 'Way of the Indian Government granting 10Hns to Indian 
princes. Tf "'e takf> t.he present. Constitution. the diffirulty is til 0 grea' 
~:xt~nt. minimised. The princes do not cJllim that they ",j)) not have 
!lny relations with the J.~nt GovernDlent of India and the Government 
of India will hnve no power over them. That is not the ('18im of the 
-prin('es. The prinres claim that in thE' future Constitution t.h!'y wi)) not 
maintain ItOY rplnt~ons wit.h t.h~ GOl"ernment of India or the future rea-
pon ... ible Go~emment. of Indin.' 

Now, Sir. we are nllked today to vot£' for II. loan to be given to Indian 
pnnces. In t~rPf' ~'l'ant' time. "'e r',n~' have responsihle tlovernment. 
The loan wiJ] not bf' !"ppnid by that time. Now. may I ask. if the princes 
J'(·fuse to hnve any !"plntions l\;th .he fut·ure responsihle (fflvcrnment of 
India. who is going to be responRihle for the loan which is glvcm by the 
executh·e. but whirh is given with the vote of the I..egislature to the 
'Pnnces? T. therefore. feel thnt this point requires to be looked into. I 
11m Dt>t against loans being given to Inni8ll princ('>8. r think f he Indian 
rrinces are n pnrt of India. We wnnt the Innian prine'cs to ne 8 part of 
th( Government of Indin ns n whole. From that point of view. I think 
it is a good polic.v not t.o drive the Indiltn princes to take Inana from 
()I!tside. It ill much bdt<'r that lOODS should be given b~ the GovE'mment 
of India. At the Mme time. I would insist that loo,ns given \lith the 
Manction of thC' I.cgisluture must. be "Rfeguo.rded in lIuch 0, way t.hat the 
futme Govl!mment of India will be ahle to rc('over the 1~8 vnthout the 
aSllistnncc 01 the Briush Cro\\-n. This could be done by insertin~ in the 
nareeml'nt for t.hc 10l1n that any prince who receives loan from t.he Gov. 
c·mment of India. with the f'onaent of the I..egialature, will not claim the 
ril-!bt of direct relations only with thl' Crown aDd wiH not haVE! aD,. 
n·latioD" with the future Government of Jndia . . . • 

All .......... _._: Wha. do you meau? 
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lIr. IT. II. lOlh1: My point is that any prince who takelJ a loan from 

:t·h<,. Government of India will not claim the rlght to say that h~ will not 
maintain auy relations with the future Government of Indi& and that his 
"clations will lie only with tIle British Crown. If he wants to take money, 
he will have to plly the price of maintaining relations with us, and not; 
~laim his right to lllaintain relations with the Crown. That is my mean-
mg.: 

Sir Hart Singh Gour: If it borrows money from the Government of 
India, all that you eafl claim is that the m0'ney shall be repaid to the 
Government of India.: 

lIr. If. II. Joshi: But if the money is not paid back, the future Gov-
anment of india will have to take steps. Certain conditions have been 
made, certain propertieF; have been mortgaged. Now, if the future Gov-
<rnment of India will not possess the right to -:-ecover the loan 

All Honourable Kember: It will. 

lIr. If. II. Joshi: . it ",til not; unless the future Govern-
ment of India haTe pCJwer and have direct relations 'with the States, the 
future Government of India will not he able to recover the !oans 

..An HonOut3b18 Kember: It wjlI not be necessary . 

. .,. H. II.' Joshi: Those· who fed like that--Iet them stand and sav 
bow the future Govemment of India will be able to recover the loans. 
My point, thereforf', is thIS. B:v all means give loans to the Indian States, 
but when an IndillJl prince takes a 101ill from the present Government. 
it I!hould be mndc dear as U<u-t ot tLe condition of the loan that the prince 
or State shall not refuse to have direct relations with the future Gov-
~rnment of India and shall not refuse to acknowledge the "luthority of 
that Government at least in the matter of recovering loans. 

'.rhe second POillt. which I ~ish to raise on this occasion ;s to af.:k the 
Government of India wbllt i~ their policy !IS regards the grant of loaDS 
to Indian States. From one of the Hf'orts of the Public Accounts Com-
n.ittee--I ::tn now rdcrrin~ to t,he n'port for 1930-31, page 19--1 gather 
that some 01 tbe Jonns \\'hieh nre shown against the names of certain 
StHtes were not. t:lken originally as kans. I think the St.atfS had to 
.make certain pa "ments to the Governmcnt of India; those payments were 
.f,ot madl" for a year, tW(' years or three years. Then, instead ()f paying 
\1'hat was due to the Government of India, the Government of India con-
\'erted those pn.vments into a loan. I want to know whether thf' Gov-
ernment of In.jia have got 8 certain policy 8s regnrds the recovery of the 
~ues_ fl'OIIl the Indian States. Supposing 3n Indian State does not pay 
what is dne t() the Brit.ish Iudian Govemment for one year, what do the 
Gov\rnment, of India do then? Do they begin to charge interest from the 
first yenr, n'Om the st'('ond year, nr ft:cm the t.hird year? ~Iy point is, 
there should be n certain policy-that if certain dues are not p!:lid by an 
Indian State for n Wllr, from the next war imerest will be charged JD 
the dues '1011 the -Sinte will be nshd tc 'ugree TO eert.ain condit.ions as if 
those dues were rE'gulnr loans. From the report· of the Public Accounts 
CoJDmitte~, it is ell':lr that, thri Gt'vernment. of India I\re not quite alive 



[Mr. ~. M. Joshi.] 
to this fact. The Auditor General had to dmw the attention of the Gov-
emm~t of India, and, then, after 6Om(' yeru'S-I do not know after how 
n.uwy years-these dues were funded into a sort of loan. As regards the-
rata of interest sJ.so, 1 do not thi.nk there is Q fixed policy whiC'.h the Gov-
ernment place before themsel"\"'es. I find from this report itself that one 
of the States was charged 6t per cent, another State was charged six 
per cent, und so .. 'n. I should like to know 011 what basis these rates 
of int&est are determined. Does it· depend upon the risk? If It is risky. 
why tslke any risk ;it. all? I uo not tllink the Government of lndia c&Il 
give loans where tllt~re is the least risk. I would, therefore, like thu Gov-
rrnment of In din and the Lebrislature to have a fixed Ilnd well--det.ermined 
policy as regards the loans to be given t() the States, as regards th~ rates 
,A interest, as regard!; tIlt; security which we should demo.nd. Again, 1 
\\ould like the Government of India to have a policy for the recovery of 
the dues which the States owt' to the Govemment of India fer various 
purposes. I feel that the Go\'ernnlcnt of India must. ma.ke it, II. rulE' that. 
if a State does not pay its dues ";tilln a ~'ear, after that. year that amount 
will be treatoo HS a l()l\n and the ::itate will be asked to agree to ceri&in 
r.o.nditions and agree to pay at a certain l"1Jte of interest. 

Before I sit nown, ] would like to 88Y u word about the fa<:ilitiea for 
free discussion of the items which come up before the Lcgislat\.l.re. Yon 
kno"" being an old Member, and perhaps If you do not know, ma.y 1 
draw your lIttention . 

lIr. B. G. Joa: If my Honourablt: friend would allow one intl'rTUptioD. 
1 would like to make one point . . . . • . 

lIr. PreIldeut (The Honourable Sjr Shanmukham Chetty): Order, 
erder. Thllt is not justdiable h~' way of ink-rruption. What i::; it tba 
t-he Honourable ~lember wants to make? Does he want to ~ak a qUe&-
tlen of Mr. Jor.hi, or does he WILDt to make a personal explanation"! 

JIr. S. G. log: A sort of personqJ ex!,lanlltion. I might aay . 

1Ir. Preliden& (The Honourable Sir ShanJHukbqID Chetty) : Order, 
c.rder. 

lIr. •. M. 10lht: There was "), time Y;h~ 00 suppJeweut.ar1 granta 
tht:re used to bt' II fair UllJ()unt of :liscuKp.ion. During the firs1) three yea.rs 
at Jea.at, this ruling to which you referred wall not, given. I tlunk that. 
ruling WtlS given lIfu~r lour ye:U's' t·xistence of the LegisJath·e Alllw.mbly. 
1 do not remember now exactly uruh·r what circumstanc('s that ruling \\"88 
~jven, but the f!l('t remnins that therE: was a time when we '!ould have a 
free discuSllion on suppif·mentarJ dem'lllds. This ruling WI\B !.(iven after 
WOlC yedrs. llight 1 suggest that if the House finds that free diacu88ion 
does not reully take place on the various items that come up before the 
Lcgisillture. that ruling requires durification, and if a righ. wbich the 
House p08Reued ooce for three or four yeRn ~'88 restrictoo by f, ruliDg 
of t.be Chair, nnotber ruling of the Chair could alao restore thnt right to 
the Legislature I [) tbil! conn£>ction. I would dra,," your aUent«>D to the 
fIll/neulty wh.U:h we feel. Tht: difficulty ill thi.. It i8 true th. tho I..egisla. 
tU!'t! haa an opportunity of discussing the policy of t·he Government OD 
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these matters .luring the discussi,!ns on the General Budget. But, after 
tht> Budget is passed und before the supplementary demands 'lre placed 
before the Legislature, Government may have changed their policy; the 
Legislature may have changed its views from the experience which it 
had in the meanwhile. Is it not, then, open to the House to refuse to 
gIve a supplementary grant on the ground that it has ce~sed to believe in 
till:l policy which the Government had at the time of the passing of the 
General Budget ~ 

Another point, which you yourself mentioned, was this. Although 
be whole dellland bebnging to the TJeI,artlllent may not be open for 
discussion, still there are items which, though not considered to be new 
service, are new. Even though the demand for the Department may be 
a supplementary demand, the demand ior a particular item, which may be 
a small one, m:.ly not be a supplementary one. That item may be a new 
one alto~th':·T. Hnd, in thnt C'lS(~. th~ polic.y underlying that item must 
be di8cuss·~d, us ~ou vpry rightly nllom2d u« to discuss this wbject. I, 
t.hl'refore, £t·d that this questior: of discussion of policy on supplementary 
grants requires some clarification. Sir, I have done. 

Diwan Bahadur A. Bamaswami )(ud.aliar (Madras City: Non-~[uham
madan Urban): If I intervene at this very late stage on this subject, it 
is onlv to clarifv some of the points that have arisen in the course of this 
discussion. I do not W!U1t the impre;;sion to go abroad from the discus-
sions in this Assemblv that we, on any side of this. House, are hostile to 
the real interet>ts of fndian States or 0"'£ princes. Apart from the question 
whether the States will enter a Federation or not, and apart from the 
~uesti.on whether Federation is at all likely to emerge in the near future, 
I should like t.he impression to be conveyed that we are here examining 
the question purely on its merits and not with any hias a~3in"t an. Tnruau 
State. 

Now, Sir, on the general question that this matter should be adequately 
discussed on the supplementary grant, my Honourable friend, the .Finance 
l\-Iembcr, said that the House had opportunities of discussing It on the 
voting for demands with reference to the General Budget. May I point 
-out to him in all humility that it is not entirely our fa.ult that we are 
unable to discuss these "grants adequately. Pei-haps Members on the 
Treasury Benches may think that that is not an unmixed blessing. 

The Honourable Sir George Schuster: ~Iay I just make the point clear 
·to my Honourable friend? I did not make the point that Honourable 
Members had adequate opportunities for discussing everything on the 

.. Demands for Grants, because I know that five da.ys are insuffit'ient for 
thllot, hut the point that I made was that by this coming up in a supple-
mentary demand it did not really lessen the opportunities, but, on the 
. contrary , that it tended to call attention to an ittlm which otherwise might 
slip through unnoticed. 

I)iwan Bahadur A. Ramaswami )(udaliar: I am very thankful to my 
Honourable friend for his sympathetic attitude to this side of the House, 
.hut may I ask bim to use his influence before he hands over charge 8S 
Fin811c3 Member and to request His Excellency the Viceroy to allot 15 
-«aYi! or at least some days more than the five days which he co.n allot 
..wider Ule Standing Rules? 
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'lhe HoDOurable Sir George SchUlter: I am entirely agreeable to 'd~ 
that. but. as a. condition precedent to that, I would ask Honourable 
Members opposite to agree to utilise to the bNlii advantage the five days. 
that the) have got. 

Diwan Bahadur .A.. B.amuwami Kudal1ar: We can only agree to differ 
on what is meant bv the best use of the time. I think we on this side 
of t./le House have t,ried to do our vpry best, during the last four yean 
that I have been in \his Assembly, at least to utilise the five days for 
voting on demands in the most economic way possible. Time after t.ime, 
the various Groups have concentrated the discussion on BOrne important 
specifil~ point.8. You will find from the rules that two days it- the 
maximum that can be allotted for any particular demand. On no occaaion 
LIne ""to taken two days for any particular demand. This is beca~ of 
the short-age 01 time allott~. We have taken particular OAl'e to dee that 
Illi many items as poesible were discussed and we had also to see that 
Members 'Who belong to unattached groups had their rights also secured. 
1 venture to hope that Members on thio,l side of the Houae have practically 
done their v~ry best to bring on the door of tht> House 8S JI1an~' items aa 
possibl(' for discussion, and, 10 spite of that, if t.he guillotine has fallen 
and many important subjects have escaped our discusaions, it. is certainly 
rulyautagroua to the Goverwnent, but iL is not the fault. of t.he Opposition. 

:\0\\", so far lUi this particular demand is concerned, I realil4e that grants. 
have to t.e ginm by' way of loans to YliriOUS States owing to the policy 
of tba GO"emmcnt of India. I believe that States arc under nn inhibition 
to rai!.oc loans in the open market, out~iae their own t<-rritory. I tx·lfeve 
that without the sanction of the Government of India or permiSSion to do 
so, or whawY€-r it may b~, l'uch loans cannot be raised in the open market 
in Britis,h India or anywhere out-sid(' India, and,' therefore, it seem. to me 
thst it 10llows from that t.hat these States, jU"it like Proviucial Govern-
mE.'nf.3. have necessarily to come up to the Government of India in case 
they 1'('Quire Rny large IORn8 "hich they (~8nnot raise ",;tbill their States. 
In the~ ciJ'('lJmstances, we have no complaint that these Joans are granted, 
h'lt wh:lt the House reall." wanl:6 to see is, 88 my friend, lir. Nf'O~', 
righU~· pointed out, that the terms of tbeae lOaDS arc satisfactory, that 
there i"i 8 polic.y with reference to these loans, that some of the States 
arc given loam, because they are nearer the throne of grace than others 
which are not, that the iuterest charged to these States is the common 
interest at the time when the JoanA are simultaneously given to lVIy one 
of t-helle States. Now, take the example of tbese two States which have 
heen given 10an8. If I followed mv Honourable friend aright, I may be 
wrong and I wi~b he would correct "me,,1 UDdel'ltood him to say tha.1. the 
NawaD~8r State received this grRIlt. at 41 per cent interest, and I under-
stood him further to Bay thnt the Alwar State receil'ed tbi& graAt .t flve 
per cent interest. I AhouJd like to have an explanation why, in tbe \lame 
~ear, wh£-n the money at the disposa1 of Government is just the Mme, 
re('{;i\ed at the same rate of interest from public subscriptions anti heing 
rmid out at the same rate, Alwar should be charged five per cent interest 
and ~nwanagar should be charged 4i per cent. 

'!he JIoIloara1t1e 8tr Geor&. 8ch1ll&er: Yay I d(lt&l' up that point! qt 
once? We bave B definite paliry about the rates t.hat we charge. AI 
re~ards tL., States, .. also in t.l1e ca",e of Provincial OOvemmen .. taldDg 
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108U11 frolll ~he Provincial Loans Fund, we make a distmction between loans 
for productive pu.rposes and loans for non-productive purposes. We charge" 
a lower rate o~ Int.erest for loans for productive purposes than for loans 
for non:productlVe purposes. The Alwar loan W8S definitely not a loan for 
~ro~I.I<:tl\·(' purpo!!Cs, but a loan t9 help the State to discharge certain. 
IlHbIJ·tl(ll. The loan to t.he Xawanagar State was definitelv a loan for 
J,roducti\'f' purposes, and, in addition, it is a secured loan. It''was secured 
o~ the customs of the Nun-anag-ar. State. That is the reason for the 
dlff('r(~Il(,C. \Vc haw a definite policy. We ad· accord;ng to definite rules. 

Dlwan Bahadur A. Ramuw&ml Kudaliar: What is the rate charged to 
Bahawalpur? It must be varying rates of interest apparently. 

~e Honourable Sir George Schuster: The rate varies according to the 
yarYIng rate for the Jear when the money is raised. It happened that the 
BabawaJpur money was mostly raised at the time when our borrowing rate: 
WI\!; Yl'ry mu(·h higher. 

lIr. X. O .• eogy: I dare say it is being treated as a productive purpose! 

Diwan Bahadur A. Bamaswami Kudaliar: Theoret.ically it must have 
been R productive debt. 

The Honourable Sir George Schuster: That certainl" was treated as a 
productive deht. Rne! that emphasizes the extremely theoretical nature of 
tbe d!st inct.ion hl,tween productive and non-productive debt. I am quite 
rrepRred t.o admit that. In fact, I wrote a long note on the subject 
m:\'~elf onl: IARt week. 

DlW8n Bahadur A. Ramaswami ](ud&liar: A gTeat deal has been said 
nhollt thiR RahllwalpUt' debt.. and I ('an only echo what m.v friend, Mr. 
A~~:1rwlil. h:1s RO for(,efully pointed out, that a quick decision on thiR 
I!llhjod hA~ to he arrived at, and that. when the whole investig-ation is 
0111(1('. therf' will fl,ppArenth· be found mlmy parties who have been guilty 
of iap!lefl with rptlperf, to this matter. \Vhen the estimates went up from 
200 ('rores to ,100 prores and treble that Rmount .. why was not the sanction 
of the Se('retar~ of State ohtrlined before the GoveI"Iiment of India adopted 
rrlf'l\~uref1 to in(:'rcnc:;e t.he liabilih' on t.he St.'lte. For the original tlstimate, 
the snuetion of the Secretary of State was neressarv and was obtained, 
but wlwn tlH~ 1llrrcasec:; went be:mnd all limits and all 'proportions and eyen 
the lavish estimates of the Public Work<; Department have been exceeded 
in this ma.Uer, why was it not possible for the Finance Member, who was 
in cha.rg~ at that· time. to put the whole case before the Secret-Ary 0f Sta.te 
Rnd require his sanction? 

The Honourable Sir George Schuster: Perhaps it will be convenient if 
I interrupt, mv Honourable friend at thiR stage and answer that qu(ostion. 
Tl~ Secret,ary of StAte's sanction to the increases has been taken £:om 
f,ime to t.ime throughout. I do not, know wh~' my Honourable frlend 
suggests that it was not. But I would j~s~ like ~ explain one point AS to 
f.he reoeons for the incrMs(I over t.he otlgmal astlmate. There are three 
factors renllv which affprt that. First of a.ll, the actual cost of the works 
was underestimated. That. one must admit, was a mistake on the part 
of the Engineers. but it is not a very abnormal fonD. of mistake. Secondly, 
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[su, Georg~ Sch.uster.] 
mmaking the estimate of. the capital expenditure for a project of this 
kind, one has to take into aCCOlmt the expenditure on one side and the 
receipts on thu other. Now, it is always assumed that capital wilJ be 
coming hack from sales of lands 88. ('apital is expended on the further 
development ·)f the project. In this C88e, dle slump in prices has meant; 
that the sale of land has not been proceeding at the pace that W88 
expected, or where land has been taken up on purchase, the payment of 
instalment.& 'has been delayed, so tJUltt the capital necessary is muunting 
up. That is the s('C()nd factor. The third factC'lr, of COUNle, is tl'l\t the 
delay in the realisation of receipts and the low scale of price,; haa meant 
that inf.ere§t has been added to capit&l for a much longer period than wu 
originllll) anticipated. If aU these three factors nre taken into acl.'ount, 
r think mv Honourable friend will find that the original estimn~8 were 
not 80 absw..:uy out as the figures would seem to indicate. 

Diwan Babadur A. Bamu1r&m1 J[ndaJjN: I was only following the note 
of tbe Auditor-General when I said that there was a great deal of delay 
and unneeess8rV and avoidable dela\" before the sanction of the Soorctary 
of State was obtained for the revised estimates. Aa regards this question 
of the ('ale of lands, may I know 'from the Honourable Member whether 
the proceeds of the sale of land are being credited to this account and 
being credited to the Government of Indi~ as they are being realised '! 

If'be m.nrable SIr CIeorp 8cbuMr: Yeti. The colonisation arlit Rale 
of land have for many years beeD in the h8llds of a quRlified officer 
appointtod and actinl!' OIl behalf of the Government of India, aDd the "'hole 
of the finances of the project a.re kept entirely Aeparate fmm the State 
finance. so that we eRn be satisfied that the sale of Innd hlUl bel'n rro(·ecd. 
ing in a proper way and that anytbirut that. is realised from the aale of 
land comf'8 back to help the finances of the scheme. 

DhraD BahI4l1l A. ~ Ka4aUar: I take it that the Honour-
able the Finance Member has replied to the effect that the proceed. of 
the sales of land itself have gone to the coffers of the Government of 
India. I understand that that was the implication of his answer. 

'file BoDoarabie Sir CJeorp lebaster: Yes. 

Di.an Bahadlll .A. B&maIwaml KudaUar: Now, Sir, I "'ould onh- lik(> 
to emphasise what has been said by many pre\'ioull speakers that, So far 
as the accounts with regard to the Bahawalpur State Bre concernM, the 
IOODer we come to a settlement as regards the whole flchf'me, the amount 
that bas been or is to be spent and the mnnner in which it should be 
repaid, the better will it be. There is a way in which thf' rpspoORibi-
lities and the burden resting on the Stute may be lij:htenl'fl, and that is 
obviously by increasing the period of amortisation. It will C'Prininlv not 
be possible for the scheme to begin to pay at oncc, and it will toke many 
years before it car) begin to pay. (".A'rtainty it will not he posRibla for 
this to hsppen within the abort period or twe.nty yMI'1!. and onn "'nv to 
renJer rdief to the State which finda ihelf in Rl1ch unhappy circumatMt'es 
-a result, as shown this moming, not entirely due to ita own fault-is 
by increasing the period of amortisation, lay. to fifty years. 80 that the 
UlO'Plttb.t may be paid ann.l,1a111 bJ w., of wiping out the capital 



DBKANDS FOR SUPPLEMENTARY GRANTS. 2985 

'C~arge~ may not be an over-burden to the State itself. I hope that this 
-dIscussion has had the very useful effect of drawing the attention of th8 
Government of India and of the Finance Member to the need for laying 
down certain definite principles with reference to which alone loans to 
t~ese Indian States should 'be granted. 

Now. my Honourable friend. Mr. Joshi. haft some doubt about the 
relationship of the Paramount Power to these Indian States and as to 
how these loans could be collected. I find no difficulty whatsoever with 
rpference to that when once the Federation comes into existence. I take 
it. that with reference to the Provinces also. the Federal Government 8P 
such will have no power over the Provincial Governments. but loans 
should be given and the method of collecting these loans will be exactly 
the samf'. fJiz .• that if a Provincial Government does not pay loans. then 
the Federal Government will have the right of proceeding against that 
Provincial Government through the Governor General. That, at any rate, 
is the scheme of the White Paper. 

JIr. K. K. Joshi: May I interrupt the Honourable Member and ask 
him whether he realises that in the future Constitution the Governor 
General alld the Viceroy will be separate entities? 

Dtwan Ba.hadur A. B.amaswami Jludaliar: They will be separate 
~ntities, but I do not profess to support it or to justify it, hut the constitu-
tional proposal is that the Viceroy in this respect w;l1 be the collector cf 
the debts of the Government of India just as the Governor General will 
'be the co\lect<lr of the debts so far as Provincial Governments are 
concerned. and, with that position, one has to be content for the time 
being, tiU those wiser men in Parliament go through the scheme and tum 
out something which may come as 0. surprise to all of us. I have nothing 
more to add. 

Dtwan Bahadur Barbllas Sarda (Ajmf.r-Merwara: General): Sir, I 
wish to say a few words with regard to the position of the Standing 

Finance Committee itself in relation to the matters th:lt come up 
before it for discussion and approval. The present discussion is about 
the question of giving loans to Bahawalpur. Alwar and Nawanagar. I 
must here say that the functions and powers of the Standing Finance. 
(;ommittee are not exactly those with which this House is invested. 
This House has wider powers of discussion than those that are allowed 
to the Standing Finance Committ-ee. There are questions of policy. there 
nrp questions of relations between the Indian States and the Government 
nf India which cannot be discussed in tbe Standing Finance Committee. 
"Thi~ Housl' has much wider powers and it can discuss many questions 
w}lich would be out of place so far as discussion in the Standing Finance 
Committee goes. We, as members of the Standing Finance. C?mmit~e. 
bave got to sec. when 1\ proposal is placed before us. that It IS a ng~t 
proposal. in thE' sense that if we have to gin' any loan. ~he loa~ III 
Recured. that it w;Il be repaid, that the Government of IndIa are m a 
position to give that loan. and that no objectionablE' feature attaches to 
the giving of thnt loan. Now. with rE'gard to Bahawalpur. tbe loan was 
givcn Sfycrnl yearf! ngo. the loon was of sc\'era! crores of .rupees, 
and this House has had opportunities for several vears to questIOn the 
propriety or impropriety of that lon'll. Year ~fter y~ar Budgets b~ve been 
paRsed and now to fast.en on the Standm~ Fmance Comm~ttee thf.l 
responsibility of not. ~ing fully into the. questIOn of that loan 18 not at 
:all fair to the Standing Finance Committee. 
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As regards Alwar, we all know, everyone in this House knows, every 

one in the country knows, what turmoil and trouble there \\'88 in tbatf. 
State, and the Government as the Suzerain Power had certain responsi-
bilities, not only towards the ruler, but also towards the people of that 
State; and, in order that things should be brou~ht into proper order, it. 
becanle necessary for the G<?vernment of India-I urn not discussing the 
question of policy whether it was rightly or wrongly dOlle-it became 
necessary for the Government of Indin t{) take ov(>r the management of 
that State; and considering the financial condition of that State owing 
to the troubles with which that State had been afflicted. for severul 
months, it became necessary for the Govennnent of India to make the 

. financial arrangements nece~sar.r for carrying on the adrninistrfltion of 
that State, and it became necessary that a 10lln should be given to that 
State. Before the Government of India gave this loan to tht> Alwar 
Government, thp lattl'r had ohtained a loan from unother State, and I 
know that the terms which the Govenunent of India gave to that Sta~ 
were better than the terms on which that State obtained a loan from the 
other State. Now, it was in thE' interest both of the Alwar State and Clf 
the Government of India that this lonn should be givt'n. The Alwar 
State got ita loan on better terms than it could have got from privata 
parties. 

111'. B. L Part (West Punjab: Non-Muhammadan): How is t.hat 
beneficial t.o us? 

Dhru BaIlad1ll JIIrIJiIu SUda: Tb .. (}ovt"rnment· of India are abl~ 
to obtain Joans on easier tenus than thoM on which tbflY giVE! loans to 
indian Stat.es. und, as long as the GovemmE!nt of Indin know ~rff'ctly 
well that the loan is secured. if the Go\""eroment of India are aN". not 
only t.o oblige and help the State, but also to IJ'uke a Iill:l .. mone" if they 
{'an have 8 little !1largln of profit. then I think the Cwvemmt'nt of India'" 
action must he approved. Sir, three and a half per cent. or four per 
cent is the interest on which the Government. are ahle to MeU"" public 
loans, nnd if th~y cin~ II loan to the Alwar Rtate at five· per et'nt, then 
the Goyprnment of India not only do not lose ao~'thing, but mllke II 
littlf' profit. and. at ttw sanw lirol'. they are ahle to hpl" Alwar. We 
know perff'{'tIy well that, so far 88 this is cOI1('ernt·d. th.. Shanding 
Finnn('(! Committf'e have no reason to comp.lain of this tranHaction. 

Then, if you take Nawanagar. it i" a short-daW loan. lUI the HonoW'-
able the Finance Member bas explained and if the losn haR t,..t"n J1lVeD 
for. say. one-half per cent per annum I.-lUI, that is quit.P justified; ",hon 
a losn is to be payable after a short pt"riod, you ~ve btotW t.Prms th:m 
when a loan ia given for a longer period. At tbe same time. then' am 
circumstanf.'.ell which would make the oppoeite eoune a "pry appropriata 
one too; but. OODaidering bow these things Wf'.l'e donf' , I do not think 
thE'rP is anything _TOng about the way in which memben of the Standing 
Finance Committee approved of these loana. 

As regards the question of suzerainty, my friend, Mr .• Joshi. has 
raised the ~uestion whether the Government of India would he "bl., to 
recover theAe lnans. I have not the sligh~at . doubt, and I do not t.hink 
any other ~{pmher has any douht, that th., loana are II ~curf! as anything. 
There is no question of these !;tates not paying up these loans; and if by 
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uny chan~ an occasion like that does arise, the Government of India 
b~ve sufficlen~ power ~ recover their money. The question of the suze-
raIDty comes 1D only if the Government of India want to enforce their 
terms. Al~ that the State can do is to appeal to the Suzerain Power 
to. protect It from the Government of India and the Government of India 
bemg also ~ part of the Crown, the Crown will know how to act. So 
far as secunty is concerned, there is absolutely no question that the loans 
are not secure. 

I must also say one thing here. Sir, I have been a member of the 
Stll~diIlg F.inance <?ommittee for a number of years, aud, so far as the 
placlllg of, Jll~ormabon before that Committee is concerned, I must say 
that the Chlllrlllu.1 treats the members with great courtesy. He never 
l't'fu~es ~) place b~fore ~he Comn;tittee any information which we may 
rel!Ulre 1D connectIOn WIth a subject. We have several times differed 
(mill the Honourable the Finance Member with regard to the sanctioning 
of 11 particular expenditure, and we have found that, though he was in a 
i ,osition at that time to carry the thing by a majority of votes, he did-
not do SO when he found that several members objected to it. He hAld 
his hand and did not pass it, but postponed it and gave us further inforn1a-
tion. So far as that goes, I must pay a tribute to the Finance Member 
that he has treated the members of the Commit~e with great courtesy 
and helped us in every way that he could. 

Sir. it hus beel! said here that the Bahawalpur loan will be written 
I)/f, tWd this and that will happen. These are questions for which th-3 
Rtanding :Finance Committee is not at all responsible. The Standing 
Finance COlllmittee could never contemplate what action the Govern-
lIlent of India would take under certain circ\lqlstances which might arise 
latN. It is for the Government of India to decide what action the'y 
f>hould tak(~ if certain unexpected or untoward circumstances arose and it 
l\'Ould be the function of this House, when that occasion arose, to take 
~uch action as it thought proper. But the Standing Finance Committee 
could not be expected to go into those matters which never arose and 
about which there was no question. The question of "Titing off the loan 
lI('vpr arose. In fact, it cannot arise before the Standing Finance Com-
lIlith,e. Therefore, the Standing Finance Committee is not responsible 
for these things. As for the making of rules and other mat~ers ~vhich 
til(' Gov.-rument of Indin should do, so that some sort of umformlty of 
procedure may be secured with reg~d to t~e question of giving louns ~o 
various States that is a matter WhICh certamly the Government of Ind!!l 
clln look into,' and. as the attention of the Government has been drawn 
to -it, 1 suppose they will consider this matter. 

The Honourable Sir George Schuster: Sir, I will try to be- brief. I 
1111\ e 110 quarl'al with anything that l1'\s been said on the other side exc~pt 
bv those who have cast aspersions on the procedure of the S~and~g 
1':inunce Committee or those like my friend, Mr. JoshI, who have Imphed 
that tho Government of India have no policy in t.bese matters. As regards 
tIll' St..a1lding Finance Committee, I do not Wish to enlarge upon that 

'tt . I only want to point out to the House that the member-nw . <lr agam.. .' t f ffi . I b ahi) of th«> Standing Finance CommIttee conSIS s 0 one 0 Cia. mem er, 
I If d tl whole of the rest of the 15 are elected by this House. 

rllY!le ,on Ie . ted b th t t It' h th t three at present 8l'e nOInlna mem ers, so a, ou f 1 ~ppens b R only four are either Officials or nominated members. 
or b' ~tetmh te~. these circumstances, my Honourable friend, Mr. Jadhav, 

6U m! a , 1D D 2 
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whc said that he was overawed by the nominated members of the Oom-
mittee, was making Il pItiful attempt to evade his own responsibility in 
this matter. 

As regards the Government of India's policy, we have really a very 
definite policy in these cases. As 8 matter of policy, we do not really 
like making advances to the Indian States. I might tell the House of 
un incIdent that occurred only last week. A particular 'State, which is 
in a very strong financial position, inquired whether we were prepared 
to consider a 10lln of about 10 or 20 lakhs for productive purposes. Now, 
at 8 time like the present, as a matter of· general financial policy, I think 
It would be really a good thing for the Government of India to encourage 
Round expenditure by the States. But my reply to the ruler in that 
case was t.hat on its merits we might be quito£' prepared to consider it, 
but that we should very much prefer if hf' would make his own arrange· 
ments to raise the money from a bank. We thought that he would 
have no difficulty in doing so, because his finances were in a very sound 
order and our reason was that we did not wish to get too much entangled 
10 the financial affairs of the States. That really is a sort of guiding 
basis of our policy. On the other hand. occasions arise where, for various 
rt.!3S0nS, it would be difficult for a Rtate to raise monev elsewhere or to 
raise it on reasonable ttf"IJlS. and where. we think, as a,v matter of policy, 
th3t we ought to step m and give some e.ssistance provided that we are 
not risking the money of the Indian tax-payer. Further, when we tio 
mak .. an advonce, we have ver\' definite rules in the matter. We make 
the advance at a certain smali margin above the actual borrowing rate 
of the Government of India and we make a distinction between loans 
for productive purposes and loans for non-productive purposes. Then, 
SIT, it was suggested that where a Rtat.e incurs liabilities to the Govern-
lDent of India and runs up a debit balance not taken by way of a loan, 
we are slack in our procedure and possibly we allow the thing to run 
on for some time without making anl interest charge. Well, J must 
'ldmit that the Government of India 6S a banker, in t,heir relations pam· 
l"llnrlv with the Provinces. have not heen very &trict in these matters in 
the p"Bst for the reason that. on the whole. on balance we have had in 
our hands more funds on which we pay no interest than we have standi~ 
a~n;nst us debit balances on which no interest is claimed, But the 
position is changing now, and we hAve had to tight.en up our procedure, 
anrl I can say quite definitely that where we have had C&Se8 of a State 
being in arrears fnr certain payments. we have insisted on interest being 
chnrged, and that wt11 be our definite practice in that matter. I think 
that really sufficiently clearR ·up those points. 

Now, Sir, as regards the Bahllwalpur loan. Mv Honou1'I1ble fri"nd, 
'Ir. Aggarwal, seemed to)mply that there was some idea of repudiation 
of iiability in this matter. There ill no question of that. The State haA 
l1£-ypr suggested that it might repndiat.e lis liabilities in this matter. 
no:' ha,"~ we ever suggested that we "hould countenancE'! Any sueh J'E\}'ludia. 
tion. '1'he onlv questions that havp. arisen orA. first. whether the St"t .. 
har. an~' legitimate ground for claiming dnmo,:{AII against either thp 
cnntracting authonty. tbe Puniab ('~vf>rnment. whi(~h carried out t,h.' 
(,nginf>.ering work!! or possibly against t,he Oovf>mment of India. ThAt waR 
one possibility. And the other possibility is that in the event of t,hfl 
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pro~e~t proving defini~ely unre.munerative, we might have to' ~pproaeh the 
p~ltlOn from the pomt of vle~ of the .State's ability to pay. That, i 
th~k, H<?nourablc, Members wIll recognIse, is a definite practicai fact 
whICh might have to be faced. I hope myself that It will not have 00' ue faced. 

Now, Sir, on tlus whole q.upstion, I would like to say this. Severai 
HOll0!lrable Members have stud that we ought to be quick and clear up 
tllP s~t·uatI~n. I gave the H(~use certain reasons why we had thought 
that It wight be. hetter pohcy ~ot to attempt to clear it up just 
nt.present, but walt and see. how.pnees were going to go up. I personally 
thmk that we have been nght III that. But when the time comes for 
dearing it up. I tlunk what underlie!! all the speeches from the other side 
~R this. that thisE:lou!'e ought to have some opportunity of having a !lay 
In an.Y reconstruction scheme that may have tv be adopted. Now, Sir. 
it is difficult to say exactly what will am,e, but I have no hesitation in 
suying t.hat we recognise that this House, if it is necessary to write off 
monies that have been advanced at the expense of the tax-payers or" 
British IndIa-if that should become necessary, this House will certainly' 
h8\'O a right to be consulted in the matter. and when any scheme -for 
reconstruction does come along, cert.ainly this House ought to have !lD. 
opportunity of expressing its viewA upon it before the Government commit 
themselves at all. J trust that that will satisfy Honourable Members 
1\11 regards our attitude on this matt~r. I have already, by way of inter-
"'ption, answered several questions asked by my Honourable friend, Mr. 
Mud.'\liar. about our policy as t.(l what has been happening as regards 
crediting the proceeds of sale of lands. My Honourable friend also 
suggest€d that when the time comes for trying to arrive at some rearrange-
ment of this project which will be within the ability of the State to 
meet. we shall have t-o take into account the possibility of delaving the 
perIod for amortisation. I wish. Sir. that I could feel satisfied that that 
met·hod alone was likelv t-o mf'et, thp needs of the case. Obviously that 
is one of the methods that will have to be considered. 

JIl. B. Daa: Will the Honourable Member kind~' sav what is the 
UDluunt received SO far from the Bahawalpur State b~- sal~ of land? 

The Honourable Sir George Schuster: 1 am afraid I must have notice 
of that question. I have not got. the figure in my head, .but a great de!ll 
of the laud hus been sold, though, of course, paywent IS only made. In 
;nstalments, and, at the present low If'vel of prices, . it is quite ImpOSSIble 
to reem'er tho instalments. That is why the capItal charge has been 
mounting up. I think that. is all I need say on this subject. I trust that 
the House will recognise that. as regards the two new I?ans under dls-
cussion we have been careful in t.he terms that we have Imposed. They 
ace good business propositions. and I hope that .t~e Houst would tl;o'lb~ 
convinced that as regards the Bahawalpur pOSItIOn, we ave no. al e 
to take anv p;actical st.eps that are necessary to prevenfit. t]he s~t~atIO~. 

.. d . t d I the na reVISIOn OL getting worBe. All that we have one IS 0 . e ay '. h 1 
the financing of the problem. but on every thmg. w~ICh .affe~t:s ~ e :~:t 
results we have acted promptlv and I have no heSitatIOn III c almmg .. 

.' . h h dealt with the matter III ,1S we }la.ve a.eted effiCIently and t at we ave 
effici~nt and 118 busines~like A way as pOSSible. (Cheers.) 
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qu~stion is: 

LEGISLATIVE A88EIIBLY. [29TH Muoa 19M. 

(The Honourable Sir Shanmukham Chatty) ;·The 

"That a 8upplementary 8um not exceeding &. 1,64,97,000 be granted to the Gover. 
nor General in Council to defray t.he I'.hargea which will come in coa,.. of 
payment daring the year ending the 31st day of March, 1934, in respect. of 
'Loalll; and Advances bearing Intet'eG' ... 

The motion was adopted. 

THE SUGAR (EXCISE DUTY) BILL. 

"!'he Honourable Sir Georg. Sch1ll\er (FinullC(> Mt'mlwr): Sir. I be~ to 
moye: 

"That the Bill to provide for the impolition and rolleoction of an excil8 duty 
on su~r be referred to a Select Committee. consisting of Diwan Bahadur A. Rama· 
IIWlUDI !.Iudaliar. Mr. S. C. MitrOl, Mr. M.uhammad AIzhar Ali. Beth Haji Abdoola 
Baroon. Lala Bari Raj SWOdrup, Mr. Jagan Xath Aggarwal. Mr. Bhnpn~ Sin,. 
Lala Ramellhwar Pr&IIad Bagla. Mr. R S. Sarma, Mr. A. Du, Bhai Parm' 
Nand, Mr. C. S. Ranga Iyer. Mr. F. E.. Jamee. gr. O. Morgan. Nawab 'Major 
'Malik Talib Mehdi Khan, Sirdar !\ihal Singh. Maojor Nawah Ahmad Nawu Khan. 
Mr. O. S. Bajpai. Mr. G. S. Hardy. and the Mover. with illllt.rlletionll to ff!IIOrt 
within Beven daya. and that the nllmber 'If memben whose preeenCl' IIhall be neces· 
aary to constitute a meeting of the Commit,tee ahall be five." 

Sir. in my Budget speech. I have explained the nature of. and the 
reasons for, our proposals, and I would not have had much to saJ today on 
this particular motion, except for the fact that in the interval there has 
been a good deal of talk on this subject and that a good deal of propaganda 
has been carried Ollt by those interested in sugar manufacture. In fact, I 
may say that there has been a campaign of some intensity designed to 
create impressions on ~{cmbers of the Legislat.ure which J must say in many 
respects I find to be most misleading. I do not think. Sir, that evel' in my 
own experience have I come in contact with a campaign of this nature. 
Thl'1'e is one ~I(>mber of this HOUl;e who ought to derive somt' satisfaction 
from it and that is my Honourahle co)league. Sir Frank Noyce. heCRIJRe T 
feel that his revenue from telegraphs must have gone up lIuhstant,ially 
during thE' last month. I do not know what has heen the npcrirncp. of 
HonourablE' Members but J certainly have been receivinA' ROmet,hing like 20 
or 25 telegrams a day. 

Sir Bart amp Goal (Central Provinces Hindi Divisions: Non·Muham· 
madan): The same here. 

The lloDoarable Sir CJeorp 8chu&er: There hll8 been a curious similarity 
about these telegrams which seems to indicate some common source of 
inspirlltion. I may say, we have all had pitiful appeals from widowil and 
flmall Rhareholders who have invested money, very often borrowed money. 
in thl' purchsBe of sligar shares. part.icularly in the Bll8ti Sugar mill. at 
\'~ry high premiums nnd who are now threatened with rwn. I shall bavf\ 
something to say about that later on. But what I want to say at the 
beginning irs this. 

I IHURt COnff'SB that it was with feelings of very great reluctance, and only 
after long and nnxious thought that I mYlClf propoeed ro my colleAgues thi .. 
measure 118 part of our financial programme for this year, because I realised 
in many ways thai it might be misunderstood and poeaibly that advantage 
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:might M taken a.' i~ in ways which might be detrimental. I proposed it. 
because, af~r welghmg up all the pms . and con>! I came very definitely to 
~the conc~uslon . that, however unpopul.ar It might be, it was the right me-thod, 
-essentially nght-at the present tIme. But if I had felt any doubt on 
:the matter, any hesitation about fighting this case, those doubt~ have been 
removed and my desire to fight has been definitely increased by the kind of 
propaganda which has been going on and the kind of representations whir.h 
I have received. 

~ow, Sir, among these representations and criticisms, there are thrfle 
main Jloints. In the first place, we have been accused, and I myself parti-
:lIhrly. of brearh of faith, in that we haci promised certain protection to thfl 
lIldustry and that we are breaking our promises. Secondly, it has been 
l\lI(>~Wd that great hardship will hf" suffered by those who have bought shares 
at high premiums, ofwlJ as I just sai,l with !J0rTc,,;ed money, and, thirdly, 
it is said that we arc dealing an unfair Ilnd possibly a fatal blow to an infant 
industry. 

~ow, Sir, let me take the first point that. we are breaking our pledges, 
that we are guilty of bad faith. I am sure that most Honourable Members 

'here would not subscribe to that charge. 'What the Government undertook 
10 do W8S to give protection, IlS recommended by the Tariff Board, to the 
sugar industry. They undertook to give an effective margin of protection 
of Its. 7-4-0 8 cwt., and it was implied that they might consider the recom-
mendation of the Tari1f Board that if sugar is selling below a certain level, 
-that measure of protection might be put up to Rs. 7-12-0. That is precisely 
what we are doing. That is the effect of our measure. and, Sir, if anything 
more were needed to refute these charges of breach of faith or misleading the 
public and the investors, I should like to remind the House of what I said 
myself in my Budget speech of last year. I said: 

"On the other hand it would be highly imprudent for those who are investing 
·mont'y in the sugar bueines8 fD forget that present conditions are more favourable 
·tJlan those on which according to th~ recommendations of the Tariff Board they have 
any right permanently fD reI)·. For that rt'ason a due proportion of the profits that 
are earned on the present basis ought to he accumulated as reserves; for no right 
can become established to a continuance of t.he present position." 

These words were used deliberately as a warning that the existing posi-
tion,-"-the position as it then was,-was mu~h more favourable than could 
be permanently maintained and that the public should not be encouraged 
into buying sugar shares on thl' basis of protection at Rs. 9-1-0 a hundred-
weight. 

Now, Sir, let me take the second point, the question of the price of 
abores. In the first place, if the result of our prop.)sals now has been to 

-ch('ck a dll'TIgerl)us speculative movement, that is certainly in the interests 
of the country, and that indeed was one of the definite motives which we 
had ill mind in putting these proposals forward, fot that is just the sort of 
thing that we wnnt. to stop. But if one looks at the market quotations, it is 
rn\l\('r surprising thnt prices have not fallen more Olan they have. Indeed I 
-rnvself should have expected to see a much grfl8ter fall and should have 
co'nsidercd stich a fall as the necessary result of a step which, as I have said, 
WI' regard as essentially right. But I wonder if the House has realised,-
those of them who have no interest in sugar shares,-what enormous profits 
'must have heen made in sugar shares recently. M.'" Honourable friend, 
Mr. Mody, is not here, but he himself told me a story about one of th.e mo~t 
1promiO!~nt sugar companies, one of the leading market counters m thIS 
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matter,-the Belapur Sugar Company. He told me how, a few years ago •. 
a holder of fift.een thousand shares in the Bewpur Sugar Compauy waa tired 
of holding non-profitable shares too long and offered them to tho managing 
agents at a price of two rupees u share. The managing agents said thev had 
quite as many as th('.y wanted, and so they did Dot buy. The holder of 
these shares kept them for a bit and oventually the shares, which he 
wanted to sell at two rupees each, he sold for Us. 84 !l share. And wlltlt is 
the price today? The price toduy is Hs. 186. And till' rt\Cord of these 
shares also illustrates my other point. I find on looking 1)l~'I, at the list, 
that those 'shares stood in January at about 164. They han· 1I0W, after the 
announcement of our proposals recon·red to 186. Thut. dot·s llot look us if 
:1ur proposals had very seriously oJIected the market in shares. One could 
go right through the list of all the prominent shares and find amazing rises 
in prices. Take the Cawnpore Sugar COlllplm~·. Its shun's stood in 
February, 1931, at. 9i; today they stand at over 30. Take the Champarnn 
Sugar Company. The sharts stood in 19"29 at lOt; todUj they stand at 2"2~. 
The Ryam Company shares in 19'29 stood at 8i. today the price is 29i. 
Samastipur in 1930 went down to 4f and today they are over 10. Leaving 
out of account people who may have got in at the top and then become 
frightened and sold off their shares. the net result is that enonnous profitR 
must have been made by investors in BUpr aharea in India during Ule lu~ 
two years aa a result of our policy. And if t.hese intla~ prices were no 
longer justified, surely this Bouse would not take the claims of inve&ton as 
a reason for not proceeding with this measure. Sir. that is just one of the 
points about the position which I want to emphasise. We, for the sake of 
public policy, introduced a programme of protection. By doing that we 
sacrificed an enormous amount of revenue. An import of 6.00,000 tons of 
sugar is no longer bought from Java, but produced locally. What happens ., 
Government, assuming that the duty is Rs. 9-1-0 a hundredweight, loees on 
these 6.00.000 tons about 10 crores and AO lakhs. Who gets these 10 croTe,,· 
and 80 lakhs? Where do they go? TIl(' consumer does not get any benefit, 
but goes on paying the same price as he would pay for imported Java aupr. 
Where does that money go? The greater part of it goes, of course, to pay 
for the lesser efficiency of production in India as ClOmpared with ,Java, and 
the balance goes in profitt! to those who invested in th£' sugar companies. 
That is the reason why we have seen this remarkabh! rise in shar(' prices. 
Of course, there ar •. certain alleviating factors.-a certain amount of labour 
has been employed. a better market for Indian cane has heen produced. and 
so on; but the point that I want to lliake is this. that the public of India 
and the tax-payers of Innia have mnne a tTemennOUS sRcrifiC('. in order to 
see this policy of making India !!('If·supporting IlS regards sugar sC'ellred: and 
it does not lie in the mouth of the manufacturers now to ('orne to us and say 
that it is unjust and unfair for us to reduce the 400 per cent profit that they 
had on the capital value of their shares to 300 ppr cent. (Lnughter.) 

Now, Sir, the third point is that we are dealing an unfair blow at the 
.. indu!ltr:v. n hi ow which will relllly endanger its existence. I think p... that thnt is a 'lIJ1ltter wh.ich mllst be gone into on facts and figures, 

and we shalt be very pleased to discuss the facta and figures in Select 
Committee But 1 can tell the House that we arc quite satisfied after our 
own inquiries that every reasonably well.managed concern can pav this 
excise .dl!ty, can g? on paying 8 fair price for its canp., nnd can pay very 
good dlVldends to Itt! shareholders. I do think it is of the moat vital· 
importance that the Members of this House and the public should realise 
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how exaggerated the claims of those who put in a case for protection hav& 
come in recent years to be. We have been told, I have been told parti-
cularly by the Sugar manufacturers' representatives who came before us, 
that ~\Ir proposition may be quite all right as regards the old and well 
establtshed companies, but that the new companies that are coming on will 
not ha ve a fair chance; and that they will not be able to make a profit in 
th(·ir first year .at all. Now, Sir, if it is claimed by those who put up a 
case for protectIon that we ought to create conditions in which a new 
company in its first year of operation should be able to cover all its expenses, 
to sd aside Ii filII sum for depreciation, to provide a margin for improve-
melltH. to pa.," interest 011 its capital. and on the top of that tf) p.ay profits 
as w('ll.-and that is really the claim of the manufacturers.-then I say that 
if this country is going to listen to claims of that kind, it is absolutely 
doomed t.o ruin. and not merflly doomed to ruin, but it is doomed to &: 
proc('ss of encouraging inefficiency in manufacturing- methods. Therefore, 
Rir. it does seem to me to be, as I have said, of vital importance that th. 
ROlls(' should realise that position. I think, if I may express a personal 
opinion, thnt the Tariff Board in all its inquiries has taken an extremely 
generous \;ew of what the manufacturer should expect in order to be abl& 
t.o maintain his position. We have got into the way of thinking that the 
manufacturer ought to be able to do all these things that I have said. to. 
provide for depreciation. to set aside sums for extensions, to pay intere~ on 
his capital, and above that to make' a profit ss well; snd I say that that is 
asking a great deal even in normal times, but, in times like the p"tesent; it 
is a perfectly ridiculous proposition. . 

Now. there is another aspect of this ms.,ter. We were told-I waa: 
pllrticulnrly told this bv my HonoUluHe friend, Mr. Ranga Iyer,-that 
(no: of the mdives which I advanced fo~' introducing this measure now was: 
8 particularly bad one, the motive that unless we did somathin:g now ~er& 
was a danger of overproduction in India. My Honourable fri6lld saId: 

"What is this talk of overproduction! There is no danger, there cannot be .. 
dau!{er of overproduction: we will not be satisfied merely with supplying the Indian. 
mllrket; 'we W'.lnt to supply the empire market as welL That is the goal to which 

Wt' al'!' lo()kinf.' forward." 

I t'ntirch' share mv Honourable friend's yiews in that respect. I 
thilJk it is I~ grand thi~lg that tlw sug~lT indu~t.ry of Indld should look 
fonnm} t~) thut liS a goal. But if that is their object. then I say the '.vorat 
thing thnt \1'1' <'nn do, as !l menns of 'lssisting them to that object, is to 
allow t ht'1II to he come accustomed to a tota.lly unnece;;sary measure of 
Pl'Otl'(·tioll. 1f tJH'~' are going to take ! :leir place in competition wi~h other 
c'Olmtrit's. ;n sdling. their goods ill empire markets, thee the:-' must lDcrease 
their t'fficil'lH'Y t'normollslv from the nresent standard. At. present. as I 
point~d out to my Honour'able friend, they, in order te> secure a position. in 
the Indian market. will get under our proposals a margin of protecbon 
l'Ppres(mting son.ething lik!' 200 per Ct'llt, ad t·aTorrn. If t.hey wnnt mo~ 
tha.n that. is there the slightest chance or hope that they WIll develop thell' 
effic\enc~·. So as to tnkE' their plnee cor lpE'tit,ively ;~ ~ther markets? It is 
quite impoRsihle. And that is tho reason why I s~Id m my Budg.et speech 
t,hllt. takin~ n long view. our presE'nf, proposllls whICh would .m~ke the task-
of t,he 8U~!ll' mnnufll('t.urerR nnf, quite ~o ridicul?uslv easy as It IS at present 
is rf'nlly in the interest.s of th .. sllgnl' indllstrv Its('lf. 

I hnve snid that the qu('stion of whnt will be the position ~f the sugar 
mnnufa'Cturers nft.er thiR measure is imposed is a matter whIch can be 
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. examined in detail in Select Committee; but there is one broad aspect of 
the case that I want to put to t,be House. Here we are in India with 
admirable natural facilities. climatic ,md agricultural, for fl'owing sugar. 
We have an industrious. hard-working 'lgricultural populati ... n which is not 
accustomed to large ret,urns and is satisfied with smnll prices, 'Ve have 
a set of new fnctol'ips coming into thp in:lustry. latp in ih; development, so 
that the general standard of equipment oug-ht to bp vel'," high.-~;th no 
old plants that haYl~ got to be replac(;cl and wl'ittpll off, EVf'rybod.,' is 
equipped with the Iatl'st up to datt' machincry, \Ve hay.;> got ~heap 
lubullr, che:lp capitnl: anu, looking forward. there nrc immf'llse prospects 
of improYl'ment in thl' position owing ttl possibilities of irnpl'OYement ill the 
quality of eane and in the methods of ~Illtiyation. All th,\t is an untapppd 
margin for the future, If. in thps( circlIDlshmces, the sugar manufactur-
ing industry of India sa:-s: "We canllot survive: this pr.or little infant 
will not be able to grow to maturit~ unless you give it m:lre than a 2()() 
per cent margin of protection". if thaI is thp claim, then I think. on a 

'mere statement of the facts, it stands hopelessly condemned. 

There is another aspect. which I commend t<> the attention of Honour-
able Members who are interested in industrial matters. about this ex-
aggerated claim to protection, J seem to hl\~e noticed in the last three 
years ~ ~ery remarkable change in the public opinion of India as regards 

-the protection of industries. The publie is beginning to ask, whnt is the 
cost to us for having this sentimental ~.leasure of sa~'ing that we are help-
ing t.o develop indigenous Indian industries and ma.king India self-support-
ing? That is a question which is now often flsked on the floor of this 
House. I never heard it asked four or five years ago. Peopl~ are 
beginning t<> count the cost; and if the manufacturing industries of India. 
get accust<>med t<> making these exagguated dt'mands, then t.hey run the 
risk of making the whole policy of protection stink in the lIostrils of the 

'. : public of India, We have hpard othel' caser. argued-my Honourable 
friend, ~fr. Mod.". whom I now see in his pl&(·e. has fought a hard. und I 
must sa~'. genprally a ,-ery fair fight fot· the interests of t,hE' industry for 
which he speaks-b:Jt J would ask him in his own interest to consider 

-whether he stands a better chance for the future if he allows. or does not 
,do all that he can to prevent, other iIlllustrie" making exaggerated claims 
which are bound to rl'nci on public opinion a!' regards this whole policy . 

. Bir. moderation in all things is a very good counsel, and t.aking a long 
view, I commend that counsel to the' r~l)resentatives of the sugar industry 

-who are fighting against this measure of Olll'S today, 
In all the representations that hu"t' ~ome before us, there is one single 

point in which-as a matter of logic aud as a. matter of l'rinciple--there 
seems to me to be Ii certain amount of substance. 'The only complaint 
that has been made by the sugar manufacturing interests. which is, I 
think, worth\' of consideration. is this: they sa.y: "Very well: let us 
admit for t he sake of ar~lIlnellt th~t you retuin for liS the margin of pro-

,tectior. recommended hy the Tariff Board-Rs. 7-12-0 a cwt. But, 
iucidentally, owing to your having given us that margin, not by redueing 
t.he import duty to RR. 7-12-0, but by imp06:ng tlIl e:'(cise duty on factory 
produced sugar of Rs. 1-5-0, by your reciucing the margin in that pa.rticular 

'Way, you hav. set up an unfair bfl'8is of compet.ition hetween the khandl/ari 
manufacturers and the manufacturers of sugar who will be hit by this 



-excise duty". That, as I have said, seems to me to be a perfectly good 
logical point. There are many questionH of fact which havr~ to be investi-
gated before one can pronounce judgment on a point of that kind, and I 
must say that the evidence that we·}lI\'e received irom tht sugar manu-
facbrers on the one side and from our own. mav I call them, disinterested 
a.dvisers, on the other, is extremely conflicti~'g. But that is a point, 
obviously a sllitnhle point. for discussion in Select Committee. I only 
mention that to show the sort of 1 hing,; which we may have to consider in 
Select Committee, It is il casc~ which will have to be gone into ver.\' care-
fully indeed. 

That is all that I need say, I think. on the measure at this stage. 
Beforf' I close. I wOllld onh' like L rl'lo.ind thE' HOUf.e that this meaSllTe, 

·of course. stands as part of our financial programme as a whole. and the 
progrnmnl" that I haH' pi It lip thh, :' e<ll'. although it is ipe:luded in three 
dilTerent measure-so is E'ssentially inteicOlmected. If I lose one piece in 
the plall. th!'ll. ] am airaid, the whol.' progl':lmme goes: T hope that the 
House will (·onsider this particular l"C;lflure with those e:jnsiderations in 
mind. Sir. I move. 

lIr. President (The Honourable Sir Shanmukham Chetty): Motion 
moved: 

"That the Bill to provide for {he imposition and collection of an excise duty 
·on sugar be referred to a Select CommitteE" consi!rt.ing of Diwan Bahadur .A. Rarna, 
awami Mudaliar, Mr. S. C. M.itra, M.r. Muhammad A~har Ali, Seth Ha1i Abdoola 
Haroon. Lala llari Raj Swarup, Mr. Jagan Nath Aggarwal, Mr. Bhujmt Sing, 
Lala Rameshwar Prasad Bagla, Mr. R. S. Sarma, Mr. A. Das, Bhai P&rIDli 
Nand, Mr. C. S. BAngs Iyer, Mr. F. E. James, Mr. G. Morgan, Kawab Major 
Malik Talib Mehdi KhICn, Sirdar Nihal Singh, Major Nawab Ahmad Nawaz Khan. 
Mr. G. S. Bajpai. Mr. G. S Hardy, and the Mover. with instructions t() report 
within seven days, and that the nubme!' of memberll whose presence shall be neces-
-sary to constitute a meeting of the Committee shall be five." 

JIr. J[. Jlaswood Ahmad (pains and Chota Nugpur cum Orissa: Mu-
'hammadan): Sir I beg to move: 

"That t he Bill be circulated for the purpose of eliciting opinion thereon by the 
1st of August, 1934." 

[At this stage, Mr. President (The Honourable Sir Shanmukham Chetty) 
-vacated the Chair which was then occupied by Mr. Deputy President (Mr. 
Abdul Mhtin Chaudhury).] 

Sir, in this connection I should like to point out in the first place that 
these factories are nowada:,'s making huge profits. It cannot be denied that 
,gome of these factories are making profits to the extent of 50, 60, 70 and 
even 80 per cent.; in fact there are some factories which in some years 
have mr.de as much as 200 and even 300 per cent. proH as has been stated 

'hy the Honourable Member in charge. At the same time, it cannot be denied 
that the attitude of the factory owners towards their labourers is not at all 
: satisfactory . I know of many 'instances in which the conditions of labourers 
,are simply pitir.-ble. Wages nre not paid to them regularly, and in some 
'Cases they. have to wait for months to get their wages. Facilities like 
education, medical aid. maternity benefits and the like. which are essential 
ito tile labouring classes and which are provided in all f.dvanced civilized 
:'Countries, are absolutelv denied to the poor labourers in these sugar factories. 
I am sure, nobody wilr be able to challenge this statement of mine. 

At the same time, the attitude of the factot·y owners towards the poor 
.cane growers is far from satisfactory. In previous years, the House will 
!be surprised to know, these factory owners used to pay only Rs. 0-4-0 to 
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Rs: 0-6-0 per maun~ for their canet<> these growers, while, in the pamphlets: 
whIch have been cll'Culated to Honourable Members of this House by the 
Sugar Mills Associliotion, at several places they have calcnlated nine imnas 
to ten annas a maund as the price that is paid to the cane growers. They 
haye themselves said in one place,-and this is a paper which has been cir-
culated to the Members of the Legislative Assembly by one Mr. Thbn, 
:\lanaging Agent, the Saraswati Sugar Syndicate, Lahore, and it is stated 
here ~.hat, in the western r. P. they had acut.e competition amongst t.hem-
selyes for supply of cane with the result that the price of cane has gone up' 
beyond all expectation, and that some of the factories in the Meerut Divi-
sion are now getting cane at the cost of nille or ten annas per malmd at 
the factories. But, Sir, I han~ explained to the House th&t these factory 
owners ne.er paid more than six annas a IUHlInd for their sugar cane. I 
gay it from my personal experience of nUIIl)" fuctorit's. Many people, who 
haw discussed here this question with me for taking the SUW,T cane from 
those parts of Bihar where f&ctories have been destroyed. 
haw told me that it is not possible to get sugar cane 
at. the site of the factoriel! dearer than eight annas a maund, 
and, in spite of the profuse sympathy for the poor sufferers, in spite of the 
friendship which some of the fr.ctory owners have with me, they have told 
-,ne that they could not possibly afford to pay el'en eight annas a maund, 
and that, in fact. they were losing even at that rate. The figures that have 
been placed before us show that they are p,"ying a better price to the cane 
grOWel"8, that they are paying as much 88 nine annas and ten anoss per 
maund, whereas, as a matter of f&.et, from the instance I have quoted, the 
House will see how they have calculated the figures to mislead us regarding 
the true position of the industry in this country. In my part of Bihar, I 
know very well that sugar cane W88 purchr.'8ed at four annas a maund, there 
waS a time when the cane growers sold their cane even at the Tate of three 
annas 8. maund, and this price was paid, not because the mi1lo ..... n~rs were 
losing, but it· was paid deliberately, because in those days,. bS I ~aJd, eorn& 
of the factories were making as much as 200 per cent profit. SIr, when I 
look at the whole situation. I fpel that the factory owners have not treated 
the cane grower fairly and justly. They h(o'Ve not treated the Inbourers }ust!y 
and sympathetically, and that these factory owners have don£' everythmg In 
their power to the detriment of the intcrrsts of the poor lahou.rers, and the 
cane growers for their own profit.. They ha\'c resorted to coerclOll and other 
things to profit themselves. 

!'\ow, Sir, I feel that Government should IlX)k into all these matters 
seriously, but, at the ~me time, it also Hhould be remembered that when 
protection was granted to the sugar industry. certain underta.kings were 
given by the Government to the factory owners. Though my Honourable 
friend has said that there is no breach of fr.ith in impORing this excise duty, 
I regret I cannot agree with him. If I assure any party thA.t T will buy eer-
tain things from him and that I wiU gtVE' certain facilit.if'1l. and, on that 
understanding, thr..t party spends not only thousands anti InlcbR, but erores 
of rupees, and if, after that, I find that the word I gave is not favourable to 
me and want to get rid of the promise, I do not think t·hat anyone in this 
country Ol' anywhere else in the worlti will congratulate me. 

The Honourable Sir Georg8'Sehuter: Is my Honourable friend suggest-
ing that whr..t we are proposing now is not consistent with the original plan? 

JIr. K. Kuwood Abmad: Yes. I suggest that you promised them, and 
what you gave with one hand you are taking away with the other. 
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De Honourable Sir George SchUlter: They were promised a measure of 
protection of Rs. 7-4-0. They are given a measure of protection of Rs. 7-12-0. 

Kr .•. Kaswood Ahmad: Yes, Sir. But I want to show what you gave 
with one hand, some portion of it you are taking away with the other. My 
Honourable friend has said-he quoted from his speech-that these facili-
ties are not of a permanent character. I agree, but this facility of Rs. 7-4-0 
or something like that wr.s for 15 years, and you will see that this industry 
if! not protected by that amount. When the protection was given, it was 
Rs. 7-4-0, and wit.h the surchr.rge of 25 per cent. on this, it went up to 
Rs. 9-1-0. This surcharge is not for 15 years; it may go at any time as 
soon aR the financial position of the Government becomes better. This is a 
temporary T(·licf, and it cannot be counted upon. 

The Honourable Sir George Schuster: If that is my Honourable friend's 
point, I should like to clear thc.t up at once. 7{e are not contemplating 
putting the industry in any insecurity at all. Whether they get Rs. 7-4-0 
or Rs. 7-12-D--that, of course, depends on the price of sugar, but that they 
can rely on, and that we are not going to take away. Weare not going to 
diminish that by reducing the surcharge in future. 

Ill. K. Kanrood Ahmad: Might I understand from my Honourable ~riend 
'hat this surcharge of 25 per cent will remain on sugar for 15 years? • 

" 

'l'b.e JIoDOarable SIr George ScIlu&er: Our policy will always be to~'keep 
the difference between the excise duty and the import duty at the level 
recommended by the Tariff Board and 6.'Ccepted by the Government of 
India. We are not going to reduce that difference 

Xl. K. Kanrood Abmad: I am glad that my Honourable friend has ex-
plained the position of the Government, and it may sntisfy many of us 
to r.' certain extent on that point. 

My Honourable friend has hinted that, the definition of factories might 
be considered in the Select Committee, and it will include the factories which 
are not manufacturing their sugar by means of vacuum pan system. As 
I am not on the Select Committee, I shall say something on that point, so 
that the members of the Select Committee m&.y consider it. Now~days, 
sugar is made in villages by means of three processes. One process is the 
<lpen pan system. They make wbat is called gUT and Tab in my part ()of 
the country, and from these they make sugar which I may 0all brown sugar. 

, Sir ~ Singh Gout: Jaggery. 

Mr. K. Kaswood Abmad: 1 am glad to learn n WOTd from mv Honour-
able friend, but ~ wiIJ still use the word gUT, IlS it is called in ~y part of 
the .country. ThIS was being prepared without any rrot.eetion or any pro-
tectIve duty. Whatever changes may take plfi'Ce, the definition of a factory 
5hould lIl?t,. b" changed to a.ffct·f, that industry. How they do it is,-they 
put the JUIce of the sugar cane in the pan, boil it, and then allow it to 
crystallise. So; any change in fhp definition of a f.lCtory, so as to include 
this, will go fi'gainst the agriculturists. r want an assurance from the Gov-
ernment that they are not going to affect this industry. 

Sir Hart Singh Gout: That assurance is in the Bill. 



JIr. II. IIU1rOOd Ahmad: I admit" but certain rnillowne1'8 are trying-
to change the definition in a way to inolude this procesR also. Hence I want 
an lilssurance. 

The other process is that in small villages, those agri(!ulturists, who own 
50 or 60 acres, cultivate sugar cane, and, by means of crude oil .engines, they 
work small centrifugal mills and prep-are sugar which is used for thl'lmselves 
or for their relatives. That SI1g6.1' does not go outside the village and does 
not get into towns. These villagers prepare a sort of inferior S11'"'" with 
these centrifugal machines, and that is used by the villagers alone. They 
no not ~e ~he vacuum pan system; rather they use the open pan system. 
The mam difference between vacuum pIOn system and open pan system is 
that in Yb('lIUm pan system the juice is boiled at a low temperature on 
account of the yacuum, and it evaporates at a lower temperature very 
rapidly, and, on [.('count of this evaporation at a lower temperature, the 
cr:vstals of sugar remain intact. and so. if the juice is boiled in vacuum pan, 
then a larger percentage is available from that' juice. but the open pan 
system requires more heat. It ~kes more time for evaporation. and. on 
account· of mure heat and more time. the trouble is thut the crvstals of 
sugar change into glucose, and. in this way, 8 large quantity of ·molasses., 
if' taken, and a very small quantity of 8~r is.reall~'8_itabtt'i'b:V mf'ans of 
I his open pan system. As there is absolutely no profit in this open pan 
system lind as this sugar is not sold in town markets .. t!Md 88 this sugar' 
is of inferior quality, I suggest that. ,in the definition of factory, it should' 
be mentioned that only those factories will be treated as factories where 
sugar is made by means of the vacuum pan system. and ilit those ,factories' 
where sugar is made by me6nS of the open pan system should not be 
treated as factories. Rather, those factories are small ones and there should 
not be any excise duty on this sugar, beCause the result of this taxation will 
be tha1 this local industry, which is in the hands of small apd p.~ttY¥ricul~ .. 
turists. '\\ill vanish and llill be ruined for ever. The8e·%imriWnen"do not~" 
want that there should be any. small centrifugal factories in ViUages, so 
that thev rna" make more monev and thev mav purchli'llf' cane at anv rate 
the;, de~ire, . So the~' arf.' trying to get rid of ·this. and the,v want to add 
certain words that this clause should operate on those fact()rips as welt. but 
Gowrnment should he cautious in this, and I will su~gest thl>t some word 
should be mentioned here that reallv the faetories. which nre fuC'toriP!'l, 
should be taxed and that this cottage· industr~' should not bp tnxl'rl nl nIl. 

r At this stage. Mr, President (The Honourable Sir Shanmukham Chetty) 
resumed the Ch6ir.] 

Then, I come to the consumers' point of \;ew. and, in this connection, 
T want to My that consumers are suffering now&.days to 8 ver1 great extent. 
There ar.' already so nllmv taxes on these consumers. Thev are overtaxed 
nowadays, Hal these ta~es been for the ben~fit of the rev~nua only there 
would tiot have been much objection. but my Honourable friend has ri,htly 
said that there is discontent amongst the people of this country now. Oov-
emment introduce Bills for protection every month, but there is gr(,llt. dis-
satisfaction in this connection. Government should be cautious in tbis 
matter. You will find the rate at which the sugar which comet Ilt th(' port 
from outilide India 6fter paying their taxes in thp,ir own eountry. after 
paying the nrofits of the managing agents in their own country nnd after 
paying the freight of the ship ",hen it reacheR our port. You will find .. t 
what rate sugar is sold in this country by means of protective duty and 
really wlto is paying this large r.mount. Had there not beenthia vtotective 
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duty on sugar, what would have been the rate? Is it not the cuse that 
C10vernment are forcing really the consumers to pay a large amount to, 
thes~ millo~ers? My Hono~ble friend says it is not correct. I say, 
if thIS sug6.T would have come Import duty free, what would have been the 
result? 

Seth Bajl Abdoola Baroon (Sind: Muhammadan Rural): The import 
duty the Government have already levied before the passing of the Protection 
Bill. 

Ilr .•. Kaswood Abmad: What is the difference between the import 
duty lind the protective duty? My Honourable friend has forgotten that, 
by mellns of protection duty, they hav~ increased the import duty on sughI'. 

Seth Baji Abdoola Haroon: No. 

JIr .•. Kaswood Abmad: If they have not in:::reased the import duty on· 
sugar, then, how do you say that the protective duty was levied on sugar?' 

An Bonourable Kember: It is only a change in name. 

Ilr. K. Kaswood Ahmad: I shall be very glad to understand th:;.t when, 
my Honourable friend will speak. 

Anyhow, in these days, consumers are paying so many taxes, and ,thes6 
duties are not for the benefit of the Indian treasury, but it is for the 
benefit of the millowners who, by some means, had g;t money at th~ time 
and who have invested monev' in these factories, and bv meaDS of 'these 
faetories and by means of using the poor labourers, and poorly paying them, 
they want a huge amount of profit like 200 or 300 per cent. 

One more point I wnnt to refer to. It has been said by my Honourable 
friend, Rir George Sehuster, that there i6 a loss of a large amount on 
Ilccount of the import duty on sugar. There was a time when about 6,00-
lakhs , . , . 

Sir Barl Singh Gaur: 10 erores, 80 lakhs. 

JIr. K. Kaawood Ahmad: ... was the import duty at the time, and 
now, where hus tillS umount gone? They have not gOne into the pocket: 
of the millowner. I want to sal' that this amount has gone again to the 
European eoulltril's. On tlCCOu~lt of the Government prontises. wit·hout, 
Ilndprstllndin~ their position, the millionaires of this country have spent 
th ... ir lTlon('v nnd they bllve purebased their maehinery at a very high eost, 
IIw1 tlll'\' \l'l'!'P in 11 hurr" I1t that- time thot sugar factories should be 
(8~bli8h'ed in India as earh- I1S pORsihk so that they might mute money, 
11110 !'o l"r~e Itmount.s hovt' gone there. After eonsiderin~ this amount and 
nft('r ('ollsi.ferin~ the interest on this amount, you will find that all th3 
monpv ill not going into the pocket of the millowners, rather, all have 
Q'one 'to foreigners. 

YO\1 will find from th(' fi'!Ure that the number of cane factories operating 
in If1aQ·::\l wpre 2f1. in 19aVl2. it bee arne 32. in the :vear 1932-33, it 
heentne !l7. and. in t,he YPAr Hl33-34. it has become 134. and there is on-
P!'timote thot in the "ear If134·35. ohout 140 factories will be working- in 
this ('ountrv. So. it 'cannot, he denied that nowadays there is some 
('omrf'titio~ in thiR indust~·. In t,his connection. I wanted to ask th& 
OO\'prnment It CJllestion on onp more point .. viz., that they want to impose 
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the excise duty from the 1st April, 1984. I want to say, Sir, that tha~ 
would not be just. In the case of many factories in this country, they 
have the advantage of having greater railway facilities than ot~ers, and 
also there are areas where more wagons are a,,·ailable. Such factones placed 
in such fortunate position hnve been trying from the date of introduction 
of this Bill t.o send their sl1gar awa.v from their factories £IS rapidly 118 

possible, but that was not possible in the case of many other factories 
not enjoying such easier wa~on and other facilities and they could not 
hurriedh· send awav their sugar before the 31st March, 1934. So those 
factories, which were in a position to send their sugar before the 31st 
March, 1934. will be in a better position, and they will save that duty, 
but those fact.ories which, through no fault. of their own. but through the 
fault of the Department of which my Honourable friend. Sir Joseph Bhore, 
is in charge could not get more wagons or were thus, and for other 
-reasons, not in a position to send their sugar to the market, will be fully 
taxed. Sir. it cannot be denied that nowadays there is a great shortage of 
wagons in the Railway Department. I Know personally and I understand 
from the railwav authorities, whom I have met in this ('onnection, that 
on the Bengal and North-Western Railway. there is a shortage of wagons; 
it cannot be denied that on the Eastern Bengal Railway also there is " 
1!hor\lge of wagons; and, at the same time, there is a great nlsh on the 
"Bomo'ay. ~aroda and C-entral India Railway too. All attempts were made 
·by the Bellgal and North-Western Railway and other railways to borrow 
s few wagons from the Bombay, Baroda and Centra1 IndiB, but it WBs not 
possible to get a sufficient number of wagons from these railways, because 

"thoy too were busy and they too were short of wagons. So the Honour-
sble the Finance Member should reallv consider this question, and I hope 
my Honourable friend will also consuIt the Railway Department as to how 
far these f~tories are in trouble at present on account of this shortage 
~f wagons. As I have already stated. I again repeat that those factories, 
which mana~ed t.o get wagons in large numbers. are in a position at this 

·t.ime h) send all their sugar in their possession. and my Honourable friend 
will not be in a position to tax those fact.ories, but he will only be able 
t.o t.'lX those factories which are near railwavs, but do suffer from a shortage 
~f w~ons and these fact.ories will thus suffer to a great extent. Bir. Gov-
~rnment's policy should alwavs be t.o be fair and just to all, and justice 
.. honld not fail. Any attempt on their part to tax a Tlarticnlar lmfortunate 
portion of the industrv would not be justifiable and thev cowd not f)e 
~oneTatulat-ed if they ·did that. This question must be' considered dis-
passionately by my Honourable friend. 

Sir, a further point which I want to stress in this Mnnection is that 
·the time for preparinl:{ sUg'ar is now out, and what is the US2 of levying 
fhiR duty rm these far't.ones? The only result will be that vou will tax 
on!v a few factories which ,are not in B· position to send their" sugar away 
fTom their ff.ctories. hecause no su~ar will be made in future for nearlv 
eig'ht months in thiR countrY. Further, this measure will affect th~ 
earthquake-stricken people of Bihar to a very weat extent. The factone! 
there are not in 8 hetter position to utilise all' the sugar-cane in thos~ parts 
and, in spite of all attempts. thev were not ahle to secure WAg-ons ro ta~ 
~ugar-cane ro other facrories out: and it is well-known to mv Honollrabl~ 
'friend; Sir Joseph Bhore. Sir, altbou!!h the Chief Commissioner of Rail-
ways, ·Sir Guthrie Rusae1l, went to Muzafifarpur in this connection, and 
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I understand he is now back, my information is that on other metre-ganga 
railways also there is a great shortage of wagons and the sugar-cane cannot 
be taken to the-factories at Sone East Bank and at Dehri rapidly, and 
a larger proportion of the sugar-cane in my part will be used in these 
factories aite!" the 1st April. So, really, this tax will fall only on two 
classes-one being those factories which have nut been in a poBition to 
send their sugar away from their factories, and this taxation will fall 
heavily on the shoulders of the Tirhut people and other people in my pm 

ot the country who were not in a position to crush all the sugar-cane and 
to send thdir sugar-cane to the factories, and this is a point to be con-
sidered in the Finance and Railway Departments. I say, the excise duty, 
whatever they propose-I do not say what the amount should be-should 
not fallon that proportion of the sugar which will be made from the 
sugar-cane of Bihar. At present, on account of the railway freight, the 

sugar-cane is being taken from that part to other factories and are yieldinl{ 
large amounts to the railways, and practically these sugar-cane growem 

are getting about three annas or four annas a maund. Once I had been 
in the Railway Deparlment and consulted them on this question, and so 

we tl'red to dispose of the sugar-cane in the Muzaffamagar area and other 
places, but we came to know that, in spite of the reduction in the railway 
freight it was not possible to take that sugar-cane into these parts hecause 
only two annas would be left for the sugar-cane grower. So we- should 
consider that even if this su/!,ar-eane is taken to these two mills mentioned, 
the return to thel ca'r\e-grower is only two ann88. 

Further, I cannot understand what is the hurry in respect of this 
measure that Government are not prepared to circulate it. There are two 
or three points to be considered in this connection, and they can be cpn-
sidered only after this Bill is circulated for eliciting public opinion. I do 
not think Government will lose an~ing in this connection, because, if 
the season for sugar is over, you cannot expect a heavy amount of income 
from this excise duty this season. Whatever you will get, you will get in 
the next season, when it will begin from December, 1934, .and up to March, 

1985. That is the main season when all the factories are working in this 
country, and when you can expeot any appreciable amount in the shape 
of excise duty from these factories. I Bssure mv Honourable friend that 
if he will think over the matter at the Committee stage a.nd 'Work out 
properly what amount they can expect in this season, he will really realise 
that only a very little amount can be expected from this sugar by means 
of the excise duty. When they are not losing anything, what, I ask, is 

the reason for t1l~ hurry ~ If they circulate the Bill, it is quite possible 
for them to get information as to what the idea of the public in this 
co~try is. Whatev:er my Honourable friend may say aoout the telegrams 
.whlch w.e have rec81ve~, and my H.onourable friend might say he has got 
information fmm the C. 1. D. that It was all on account of the inspira-
tion of someone else, I think if they will circulate thiS Bill they will get 

the sa~ information through the Local Governments. Let th~m realise 
that this is not the idea of a particular section or of a particular class of 

men. What we want to know is what is the idea of the public in this 
connec#ion. 

The second .point that I wish to m~e out, and on which I would lay 
all the emphas18 that I can command, IS that these factories are really 

making a huge amount of profit. That J have already said in the begin-

• 
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ning. You can check tlbis huge profit by two ways. '~ne way is to--. 
impose an excise duty and the ot?er is to decrease the unport duty on 
sugar which is imported from outSide. You ~e 1to Mchooseb b~t~ee~ ththeset two ways. Now, who is to decide this question y su mISSIon IS a 
this is ~ point which should not be decided only by. us, but rath~r by ~he 
public, and you can judge the opini~n o~ the pu~lic only by CIrculating 
this Bill. If you do not circulate this Bill, you will not ~e ab~e. to know 
what the idea of the public is, whethe~ they prefer. the unpoBltion ~f a.n 
excise duty on sugar or whether they like that the unport: duty whICh IS 
levied at present on the foreign sugar should be decreased. As a repre· 
sentative of Bihar and Orissa, I may say that my idea is that it is better 
to decrease the import duty on sugar rather than impose an excise duty 
on it. 

lIr. B. D&8 (OrisSa Division: Non-Muhammadan): That is a wrong. 
logic. 

JIr. K ...... oOd Ahmad: It may be wrong, as suggested by my Honour· 
able friend, Mr. D88. but I think that is the only solution of the difficulty. 

JIr. Presiden\ (The Honourable Sir Shanmukham Chetty): I think the-
Honourable Member had better bring his remarks to a close. 

lIr. K. Kaawood Ahmad: Sir, I have always accommodated the House, 
and I have ,always accept:ed your s\lggesion to be brief. My 

. 5 P.II. suggestion to the Government is that they should consider' 
these points. The first point is lhat there is no hurry to rush through 
. his legislation, and it should be postponed till the Simla Session. The 
second point is that this House should consider whether the import duty 
should be reduced or a new duty should be imposed. The third point is 
~hat only those factories should be taxed which prepare sugar by means 
:,f a vacuum pan system, and those factories which prepare sugar by 
means of centrifugal machines should not be taxed. With these words, 
Sir, I move my amendment. 

]fr. Presl481l\ (The Honourable Sir Shanmukham Chetty): Amendment 
moved: 

"That the Rill he circulated fOI" tb" purpose of eliciting opiniOD tbenoo by ihe 
1at of August, 1934." 

Mr. Ranga Iyer does not wish to move his amendment, and the next 
amendment is substantially t'he same. Therefore, it will not be moved. 
The discussion will be comprehensive both on Mr. Maswood Ahmad's.. 
amendment and the original motion. 

STATEMENT OF BUSINESS. 

fte ~abl. Sir Brojendra JliUlr (Leader of the House): Sir, with 
your pemusslon, I desire to make a atatement as 1iO the probable course of 
Government business in the week beginning April the 2nd. 



STATIDONT 01' BUSINJISI. 

You, Sir, have directed that ~ ~ House shall sit for the transaction of 
Government busiD'eBS on Monday, the 2nd, Tuesday, the 3rd, Wednesday, 
the 4th, Thursday, the 5th, and Saturday, the 7th. On Monday, we shall 
take up the business left unfinished from fuday's list in the order in which 
it appears on that list. We expect to proceed first with the motion for the-
reference to Select Committee of the Sugar (Excise Duty) Bill, and, there-
after, we shall take the motion for reference to Select Committee of the 
Matclles (Excise Duty) Bill. These will be followed on Tuesday or 
Wednesday, as the case may be, by the motion fu take into considera-
tion the States (Protection) Bill as reported by Select Committee, and, on 
the conclusion of this business, there will be motions to take into considera-
tion and pass the Sugar-cane Bill. Should this business be concluded· 
before the end of the week, we shall take up the Trade Disputes (Extend-
ing) Bill, for which the motions will be for (,.()nSideration and passing. 
Thereafter, motions will be made to take into cC'nsideration and pass the 
Sea Customs (Amendmeut) Bill, the Indian Lac Ce~ (Amendment) Bill, 
and the Negotiable Instruments (Amendment) Bill, as reported by the 
Select Committee. 

In addition t:o the above business on Monday, Tuesday and Saturday, 
three motions will be moved for the election of members to the Standing 
Committee on Emigration, Standing Finance Committee for Railways and 
the Central Advisory Council for Railways. 

The Assembly then adjourned till Eleven of the Clock on Monday, the 
2nil April, 1934. 
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