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LEGISLATIVE ASSEMBLY.
Thursday, 29th March, 1934.

The Assembly met in the Assembly Chamber of the Council lHoui;e at
Eleven of the Clock, Mr President (The Honourable Sir Shanmukham
<Chetty) in the Chair. .

SHORT NOTICE QUESTION AND ANSWER.

BAKrID RiOoT AT AJGDHIA.

. Mr Muhammad Azhar Ali: (a) Are Government aware of a serious
riot over Bakrid sacrifice in Ajodhia, Fyzabad District, Oudh?
(b} Is it a fact that rioters have set fire to Muslim houses and demolishs
ed & mosque at Ajodhia?

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

1)

The Honourable Sir Harry Haig: [t is unfortunately the case that a
riot has occurred. 1 regret that I have not yet received details of it
from the Government of the United Provinces. I expect to receive them
n the course of the day, and will lay the information on the table of
the House as early as possible. Reinforcements of police were despatched
from Lucknow and troops are available in Fyzabad. I think, therefore,
there need be no apprehension that the situation is not fully under con-
trol. i

Mr. M. Maswood Ahmad: Have Government seen a Press report in this
ccnnection that, a day before the Id, a large gathering of people came
into the town who were not inhabitants of the town, but of neighbouring
villuges, and that no precaution was taken by the United Provinces Gov-
ernment?

The Honourable Sir Harry Haig: I have seen various Press reports,
but, as I have said, T have received nc official details yet..

DEMANDS FOR SUPPLEMENTARY GRANTS.
Mr. President (The Honourable Sir Shanmukham Chetty): The
House will now resumec consideration of the Demands for Supplementary
‘Grants.

A

INDIAN STORES DEPARTMENT.
The Honourable Sir George Schuster (Finance Member): Sir, 1
!

move

“That a supplementary sum not exceeding Rs. 2,20,000 be granted to the Govern-
or General in Council to defray the charges which will come in course of
payment during the year ending the 3lst day of March, 1934, in respect of
“Indian Btores Department’.”

The motion was adopted.
' ( 2937 ) A
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CURRENOY

The Honourable Sir George Schuster: Sir, I move:

*That a supplementary sum not exceeding Rs. 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 3lst day of March, 1934, in respect of

9y

‘Currency’.

. Mr. Vidya Sagar Pandya (Madras: Indisn Commerce): Sir, by way
of informstion 1 should like to hknow why this item is put separately
end the item under 98 is pot included here, which is tabled us No. 30
which is in respect of nickel coinage and that is part of uhe currency.
Why could not that be amalgamated with this?

The Honourable Sir George Schuster: \We are simply following the
usual practice. The other item to which my Honourable friend referred
15 shown under a separate head. 1 think he is referring to item No. 30
which refers to ‘‘Interest-free Advances’’. We are following the usual
practice in this matter,

Mr, Vidya Sagar Pandya: Would it not be better hereafter to put
whese under Currency instead of showing them separately.

The Honourable Sir George Schuster: There are very good reasons
against altering the heads of these demands. It is important to be able
to compare one year with another. It we start altering our heads of
aceounts, it makes it extremely diffitult to make comparative examina-
tivns of accounts from year to year.

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is:
‘“That a sapplementary sum not exceeding Rs. 78,000 be granted to the Gover-

nor General in Council to defray the charges which will come in course of
psyment during the year ending the 31st day of March, 1834, in respect of

L)

‘Currency’.”’.
The motion was adopted.

Crvi. Wogrks.
The Honourable 8ir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Rs. 13,50,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course of
Péiyvniolengw ;:::n,g the year ending the 3lst day of March, 1934, in respect of

Mr. M. luwood Ahmad (Patna and Chota Nagpur cum Orissa:
Muhammadan): 8ir, T find that ther. is going to be a higher income
under petrol by about tcn lakhs, and T want to suggest that out of the
share of Governments which they will have in this connection, a major
portion shonld go to Bihar towards the relief of roads in that Province.

The Honourable Sir George Schuster: Sir I will deal with this point
on behalf of my Honourable friend. Sir Frank Noyce, who hag had to be
present in aoother place The pomt rgised by my Honourable friend
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was considered, and it so happens that none of the provinecial roads, ¢.e.,
roads for which the Provincial Government are responsible have actually
beep damaged in. Bihar. The damage is all in respect of roads for
which the local authorities are responsible and the provision of funds.
for making good that damage is included in the free grant which we are
making to the local authorities, as T have already explained to the House.

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

“That a supplementary sum not exceeding Rs. 13,50,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course

payment during the year ending the 3lst day of March, 1934, in respect of
‘Civil Works".”

The motion was adopted.
SCUPERAXNUATED ALLOWANCES AND PENSIONS.

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Ra: 14,14,000 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, 1834, in respect of

‘Saperannuation Allowances and Pensions’."

The motion was adopted.
MiSCELLANEOUS.

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Rs. 1,03,000 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 3lst day of March, 1934, in respect of
‘Miscellaneous’.”’

Mr. M, Maswood Ahmad: Sir, this amount is required by Government
for 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 Sind Province.

The second poiut for which they 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
Reforms and the representatives of the Indian Legislature invited to
atfend discussions on the Reserve Bank and Statutory Railway Board in
Tondon. The Standing Finance Committee has agreed to it. Further,
these are required to meet (i) increased payments to I_ndlan Posts and
Telegraphs Department anticipated on account of t-hp difference between
the public and concessional rates chargeable on foreign States telegrams
.and (i) certain establishment ard audit charges in connection with the
fnal winding up of the affairs of the late Indo-European Telegraph De-

partment.; b b -
1 want to know whether the amoynt which has been paid t e
witnesses has also been included in this or not. T want also to inform

the Government, the Honourable Members and the public in this country
A2
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[Mr. M. Maswood Ahmad.]

that any attempt to worsen the Communal Award will not be acogptsblp
to the Muslims, and any threat or challenge by Bardar Sant Bingh is
not the proper way to do it, and the Muslims do not like that this Com-
munal Award be worsened any more.

Mr. Mmt (The Honourable Sir Shanmukham Chetty): The
guestion is: s o the

“That s supplementary sum not exceeding Re. 1,03,000 be grauted to Gover-
oor General ixfplCouncil to defray the charges which will come in course of
pa[yi:ent during the year ending the 3lst day of March, 1834, in respect of
& wus’.)’

The motion was adopted.

TRANSFER OF THE REVENUE SurpLUs or 19388-3¢ To Fuxp ror
RECONSTRUCTION OF EARTHQUAXE DAMAGES.

The Honourabls Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Ra. 1,25,89,000 be graated to the Gover-
norGenmqufl Cﬁw&hy&d%wﬁch wﬂl% in ocourse

ent during i March, in respect
Mivansfer of the Bevenue Surplus of 193334 to Fand for Beconstruction of Earth-
quake Damages’.”

Mr, Gaya Prasad Singh (Muzaffarpur cum Champaran: Non-Muham-
madan): Sir, I support this motion wholeheartedly, and, iu doing so,
my object is only to tender to th.e Givernment and to the Honoursble the
Finance Member our thanks for having made this grant and to the House
also which has passed the Budget for having so readily accepted this
proposal. It is too early to say at present whether the amount of relief
whichhas been granted by the Government cf India would be adequate
to the requirements of the situation or not. But, 8o far as she attitude
of the Government of India is concerned, I know that their attitude is
very sympathetic, and 1 press upon the Government the desirability of
making whatever additiona] grants may be necessary to reconstruct the
Province and put people back in their normal condition of life.

&/

Mr. M. Maswood Ahmad: Sir, J am thankful to the Government for
having given this aid to the Bibar Government. But I wish to say that
this amount is really nothing to cope with the work which is really re-
quired there. My Honoursble 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.
as 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 so,
wvhen their income is Jessened. it is nnt advisable that the (Jovernment
should give only 50 per cent. towards reconstruction: I would request
them to consider whether the whole cost of such recomstruction of Pro-
vincial Government buildings should not be given free as a help and
relief to the Bihar Government. Public opinion in Bihar is thankful to
the Central Government and to mv Honourable friend, Sir George
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Schuster, and 1 hope he will consider this question again and that other
relief measures which may be requred by the Bihar Government will
also be given. :

The Honourable 8ir George Schuster: 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 clear to him and to the House. In
offering the Government of Bihar a free grant of half their expenditure,
we, as 8 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
Rs. 2} lakhs per annum. Now. according 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 o 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 help the Government of Bihar
and tb put it in a sound financial position. '

Mr, Vidya Sagar Pandya: Am ] to understand that the interest wiil be
charged at the rate of five per cent. to the Bihar Government on the 50
lakhs allotted to them?

The Honourable Sir George Schuster: I never said anything to justify
such an assumption. I said that the interest charges on 50 lakhs would
presumably be about Rs. 2} lakhs—and twice 2} works out to 4} per
cent.: it will probably be less thun that: I said “about 2}.

Mr. B. Das (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 Orisga
is separated, that will be taken into account.

The question is:

“That a supplementary sum not exceeding Rs. 1,28,89,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course of
pasyment during the year ending the 3lst day of March, 1934, in respect of
“Transfer of the Revenue Surplus of 1933-34 to Fund for Reconstruction of FEarth-

quake Damages’.”
The motion was adopted.

RerunDs.

The Honourable Sir George Schuster: Sir, 1 move:

“That a supplementary sum not exceeding Re. 18,74,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course of
payment ddring the year ending the 3lst day of March, 1934, in respect of

'Bq_‘{fuqu’."
The motion was adopted.
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Deval,

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Rs. 2,08,000 be graut.ed. to the Gover-
nor General in  Council to defray the charges which will come in course
payment during the year ending the 3lst day of March, 1934, in respect of
lDdhi'.’.

The motion was adopted.

AIMER-MERWARA.

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Rs. 3,000 be granted to the Gover-
pnor General in Council to defray the charges which will come in course of
payment during the year ending the 3l1st day of March, 1834, in respect of
‘Ajmer-Merwara’.”

Mr. Muhammad Azhar Ali (Lucknow and Fyzabad Divisions: Muham-
madan Rural): Sir, 1 find that there is an item for the appointment of a
special Additional Judge simply to clear off arrears in the District Courts
of Ajmer-Merwara. My submission is that we have got too many grades
in the appointment of Judges. There are Sessions Judges, Additional
Judges. special Additional Judges. and so on, and the work that is done
by this class of people can very well be done by honorary officers if such
posts are created. just as we are doing in our own Province in Oudh.
There we h-ve gyt the s <tem of Henorars  Sub-Judges. I appoint
special Judges and adding special officers does mean a great cxpense in
these dayvs of depression, and the work in Courts in these days, so far as I
know, is not so great as to require the appointment of special Judges.

Mr. H. A. ¥. Metcalfe (Foreign Secrctaryv): Sir, the explanation is
given here as to why this appointment of a special Additional Judge is
necessary. If the House wishes for further information, I can give it to
them. The position wuas hat in June. 1983, the Judicial Commissioner
represented that there were 402 civil appeals and 67 miscellaneous appeals
pending in the Court of the Additional District and Sessions Judge,
Ajmer-Merwara. Additional staff was, therefore, considered urgently
necessarv. In order to avoid serious delay in the administration of
justice, and consequent hardship to the public, the creation of an appoint-
ment of an Additional Judge together with the staff was sanctioned on
the 26th Julv, 1933. Practically, the whole expenditure was covered with
the exception of this Rs. 8.000 by re-appropriation of other money granted
for other purposes. but it was impossible to cover the whole amount,
slthough the Chief Commissioner had surrendered some Rs. 10,700 non-voted
ravings which eould not be appropriated for voted expenditure. T eannot
believe that it would have heen possible to obtain the service which will be
rendered by this additional Judge merely by the appointment of honorary
Sub-Judges. and so forth, as suggested by the Honourable Member. 1
presume that the Judicial Commissioner considered this expedient and
found it impracticable.

. Raja Bahaduy G. Krishnamachariar (Taniore cum Trichinopolv: Non-
Muhammadan Rural): 8ir, T oppose this motion, because Ajmer-Merwars
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hhas sent ner: a gentleman who has pecnliar ideas of social reform involv-
ing fundamental changes in the Hindu religion, and, therefore, I don’t
think Ajmer-Merwara is entitled to any consideration from this House.
Therefore I strongly oppose this motion.

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

“That a supplementary sum not exceeding Rs. 3,000 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 3lst day of March, 1934, in respect of
*Ajmer-Merwara’."”

The motion was adopted.

ExpENDITURE 1N ExGLAND—HiGH COMMISSIONER FOR INDIA.

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum 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 ending the 31st day of March, 1934, in respect of
‘Expenditure in England—High Commissioner for India’.”

Mr. 8. 0. Mitra (Chittagong and Rajshahi Divisions: Non-Muhammadan
Rural): Sir, in this supplementary demand, I should like to refer to point
I (8) (d), grants-in-aid, Rs. 32,000, where it is stated as follows:

“This is required to meet expenditure in connection with the payment of India’s
contribution to certain Inter-Empire Economic Organizations.  Referring to the
Standing Finance Committee’s Report, 1 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 Empire Marketing Board as
such will be discontinued after the 30th September, 1933. Certain of the economic
and statistical services at present carried on by the Board, viz. : (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 continuance
of which has been recommended.”

Now, 8ir, so far as I understand the position, this grant is for Indian
expenditure of the Imperial Economic Committee which now replaces the
Eupire Marketing Board. We had an Empire Marketing Board for a long
time. and so far as I know, —I speak subject to correction,—India had
not to contribute anvthing to this Committee’s expenditure. Now, it is
.suggested that that particular Committee should be replaced by a similar
Committee, and we are asked to share its expenditure. There is also a
question put in the Standing Finance Committee—Is the proposal in
respect of a new service.—and the reply is ‘‘No”. It means that it is a
principle to which this House stands committed, and it is an item which
should be merely considered as an additional expenditure. I join issue
with the Government and the Standing Finance Committee as well, and
I submit that it is not a new service. Sir, in 'h matter like this, where
‘the whole policy of Government is changed and in which India is now
required to pay a certain share of the expenditure, this House should have
a voice. I don’t say that it should necessarily vote aghinst such a grant,
but there ars various considerations which shotild be scrufinised by this
House. For example, the Committee, as it ‘is constituted, will be expected
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to look after many matters of detail, so far as India is concerned, and
there is no provision in this to show whether officers on this 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 no question as to the high value of the work performed by the Im-
perial Economic Committee, and we consider that suitable arrangements should be
made for the continuance and reasonable expansion of such work. Nor is there
any doubt as to the value to India of the research work carried out by the Im-
perial Mycological Institute and the Imperial Institute of Entomology, or éf the
work performed by the Imperial Agricultural Bureaux. To all of these India pay
annual contributions, and in each case satisfactory arrangements now exist for the
maintenance of contact with acientific workers in India and for a periodical review
of the work dome.”

Sir, I entirely agree with the views expressed here, but I would like
to emphasise the point that before India accepts a burden to shure the
expenditure with other Empire countries for a Committee like this, this
question should be thoroughly discussed in this House, whether, in view
of the peculiar conditions of India, a Branch of it should not be established
in India itself. 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, and 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 proposed to put
it through this House without a full and proper consideration of the
whole question.

Mr. B. Das: Sir, I fully endorse the remarks that have fallen from my
friend, Mr. 8. C. Mitra. Personally, I consider that when any 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 brought out
separately, and, as my friend has pointed out, Government should take
this House into confidence about such commitments. The Empire Market-
ing Board has been abolished and I regret that a particular feature of the
Empire economy and development has been done away with, but if the
Government of India commit themselves that India should again assist
Empire collaboration through this Imperial Economic Committee, then this
should be s new feature and a new item of expenditure. I wonder if
the Auditor General would allow the supplementary grant as an appropria-
tion and whether he will not raise an objection that it should be con-
siderecd a new service. I am not at present satisfied that India should
at ali participate in the new garb of the Empire Marketing Board us the
[mperial Economic Committee, particularly when India does not get the
necessary facilities that are required, as was pointed out by my Honourable
iriend, Mr. Mitra. For that reason, I oppose this grant.
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The Honourable Sir Joseph Bhore (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
are in this gran{ continuing to a certain extent the grants that we have
in the past been making to certain agricultural and other Empire bureanx
from which we have derived considerable benefit. Obviously, Sir, we
could not expect His Majesty’s Government to continue to finance the
activities of the Empire Marketing Board for all time. They have now
refused to do so. They are quite willing to bear their own share of the
burden, but thev have asked the 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 1 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 committed for three years, and the
second is that for the first time the activities will be directed or con-
trolled by a Committee, the Empire Economic Committee, upon which we
receive a8 much representation as any Government in the Empire. On
the last occasion, that is to say, the first occasion on which this Com-
mittee 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, that the House need apprehend that we will be led into any
further or any larger expenditure, and I personally am very strongly of
the view that a contribution of this nature is a very small payment
for the benefits that are likely to accrue.

Mr. 8. 0. Mitra: May I ask how many other dominion countries havs
agreed to this and whether they also contribute the same amount?

The Honourable Sir Joseph Bhore: The contribution is fixed on
pro-rata basis, and my recollection is that practically all the dominions

have agreed to contribute.

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

Mr S. O, Mitra: Population or revenue?

The Honourable Sir Joseph Bhore: I am afraid I have no information
readily available. If my Honourable friend will put a question down, I
ghould be happy to have the information collected and given to him.

My. President (The Honourable Sir Shanmukham Chetty): The

question i8:

“That a supplementary sum not exceeding Rs. 84,000 be granted to the Gover-
nor General in Council to defray the charges which will come in course
payment during the year ending the 3lst day of March, 1934, in respect of

»

‘Expenditure in England—High Commissioner for India’.

The motion was adopted
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CAPITAL OUTLAY ON VIZAGAPATAM HARBOUR.

The Honourable Sir George Schuster: Sir, I move:

*“That a supplementary sum not exceeding Rs. 1,38,000 be granted to the Go.er-
nor General in Council to defray the charges which will come in course
payment during the year ending the 31st day of March, 1934, in respect of
‘Capital Outlay on Vizagapatam Harbour'."”

Mr Muhammad Aszhar Ali: The ounly thing I want to know in this
connection is, if there is no appeal from the decision of the Subordinate
Judge. From the Standing Finance Committee’s report 1 find that the
party claimed about Rs. four lakhs. but the award of the Land Acquisition
Officer was only for Rs. 17,745. But when the matter went up before the
fubordinate Judge. he raised the mmount to Rs. 1.30.000.  When there is
such a marked difference between zbout Rs. 18.000 and Rs. 1,80,000,
there ought to be a fairlv good appeal to the High Court unless there is
some special Act prohibiting any appeal to the High Court. 1 think it
would have been a good appeal, because my own expericnce in these
cases is that when a case goes up before the High Court, cither some
sort  of account mistakes are found out or some sort of compromise is
made. On the other hand. the Government have nothing to pav by way
of court-fees, because, if the court-fee is pavable it goes from one pocket
»f the Government to another pocket.

Mr. B. Sitaramaraju {Ganjam cue Vizagapatam: Non-Muh:aminindan
Rural): In this connection T would like to place before the House one
piece of information. "When the acquisition of this Lind was c¢onsidered,
the amount of monev that was thought ncecssary for the purpose of
acquiring this land was orivinally estimated to be something over a lakh
of rupees. But the Harbour Authorities, when it came to a question of
giving the money, offered a far lower amount than one lakh. The result
was litigation hetween the two partier.  In the course nf the praceedines
in that case. it transpired by eross-examination of the Harbour Authorities
themselves that the original estimated amount of the value of the property,
ever according to them, was aver a lakh of rupers. and that wag the hasis
of the Subordinate Judge’s judgment in that cnse. Tn oview of those facts,
it may be considered that the judgment of the Subordinate Judge ix correet
and no better claim ean be made befoie the High Court oan appeal.

The Honourable Sir Joseph Bhore: I have reallv nothing further to
add to what myv Honourable friend, Mr. Raju, has said. That is the
position as far as T am aware of it.

Mr. Muhammad Azhar AH: Mav T know what cost the Government
have to pay in this ease?

The Honourable Sir Joseph Bhore: I am afraid I cannot hear a word
of what mv Honourable friend said. '

Mr. B. Sitaramaraju: A verv large sum.
Mr. President (The Honourable Sir Shanmukham Chetty): The
question is:

*“That a supplementary sum not exceeding Ra. 1,38,000 he granted to the Gover-
nor General in Council to defray the charges which will come in course of
payment during the year ending the 3ist day of March. 1934, in respect of
‘Capital Outlay on Vizagapatam Harhour'.*

The motion was adopted.
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.
CoMmMUTED VALUE OF PENSIONS,

The Honourable Sir George Schuster: Sir, I move:

“That a supplementary sum not exceeding Rs. 22,76,000 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 3lst day of March, 1934, in respect of
“Commuted Value of Pensions'.”

The motion was adopted

EXPENDITURE ON RETRENCHED PERSONNEL CHARGED TO CAPITAL,

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

*That a supplementary sum not exceeding Rs. 3,01,000 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
‘Expenditure on Retrenched Personnel charged to Capital’.”

Mr. 8. 0. Mitra: Referring to the corresponding volume of the
Standing Finance Committee proceedings, Volume XIII, No. 8, page 495,
this is what we find -

“The excess is mainly due to larger payments to officers retiring from the Posts
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 1833-34 was framed, it was assumed that the retrenchment conces-
sions would be in force up to the 30th June 1933. It was subsequently decided
that in the case of the Posts and Telegraphs Department the period of concessional
-retirement should be extended up to the 3lst March, 1934.”

I like to be enlightened why there is this special vigour and enthusiasm
for retrenchment in the Postal Department. Is it because that the largest
number of employees in this Department are Indians? I am getting
telegrams almost every day that the retrenchment campaign in this Depart-
mient is going on ruthlessly, and officers, having 20 or 25 vears’ service and
junior officers with less than two years’ service and peons and lower class
people are being 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 as
compared "to other ‘Departments or is it due to any special principle that
h:s been adopted by the Posts and Telegraphs Department as regards re-
trenchment. 1 shall be glad to be enlightened on these two points.

Mr. S. P. Varma (Government of India: Nominated Official): I havs
not really much to add to what Sir Thomas Ryan 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 same as those on which retrenchment is being made in other civil
Depastments -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 carrying out those economiss
as far as practicable, but that does mot really differentiate it from other
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Departments of Government which too have been making whatever ecpno-
mies are fessible 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.

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

“That a supplementary sum not exceeding Rs. 3,01,000 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 3lst day of March, 1934, in respect of
‘Expenditure on Retrenched Personnel charged to Capital’.”

The motion was adopted

INTEREST-FREE ADVANCES.

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

“That a supplementary sum not exceeding Rs. 2,00,000 be granted to the Gover-
por General in Council to defray the charges which will come in course of
payment duri the vear ending the 3lst day of March, 1934, in respect of
‘Interest-free advances’.”

Mr. Vidya Sagar Pandya: Looking into the proceedings of the Finance
Committee, 1 find that this expenditure of two lakhs is in connection with
the loss incurred in destroying the uncurrent nickel coing returned. It
was originally estimated that only 3,62,000 will be required, but a larger
number of coins came back, with the result that they had to ask for this
extra two lakhs in connection with the destruction of nickel coinage. As
I pointed out previously and as thc Honourable the Finance Member has
explained, it was on account of the old system of keeping accounts that this
item has come under the Interest-free Advunces though I thought it should
really go under the head of Currency. Now, 8ir, 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 actual
for 1932-33 was 5 lakhs 84 thousand and odd. The Budget estimate for
1933-34 was 3,62.000. Then the revised estimate for 1938-84 was 5,70,000.
Then the Budget estimate for this vear, i.e., 1934-85 puts it at 4,58,000.
Similarly. looking into the Report of the Controller of Currency, we find
that these nickel coins are rather unpopular in the country, and, on
account of the coins coming back in large numbers, the Government ara
incurring this expenditure, in connection with the replacement of these
coins. Originally we had silver coins for eight annas, four annas and two
annas, and we had no nickel for one anna. Subsequenfly probably to save
some of our European and other friends from giving a tip of two annas,
the Government very conveniently came forward and coined one anna 0
that they could give a waiter an anna instead of two annas and avoid
carrving hesvv copper coins. In connection with thia, T would like to
read a letter from an 1.C.8. Officer who has written to me in this con-
nection. This letter from a member of the Heaven-born service shoul
carry more weight than any pleadings on mv part. He savs:

_ “I want some informstion which only a legislator can ret. T am »till interested
in currency problems. And the greatest currency nroblem s the question of retain-
ing silver and gold as the real cninage. Soon after the war. the silver subsidiary
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-coinage was replaced by nickel ome, two, four and eight anna nickel pieces. What-
ever the professions, the actual effect was that Canada which produces ninety per
«cent. of the world’s output of nickel was given a subsidy from Indian revenues
-and a market for accumulated stocks and silver depreciated. I want information as
to the total value in sterling or rupees of the purchases of nickel made by Govern-
ment to replace the silver subsidiary coinage by nickel coinage and the annual sub-
sidy we are continuing to pay for the annual wear and tear of nickel coins by

buying more.”

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

The Honourable 8ir George Schuster: Sir, if my Honourable 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. Vidya Sagar Pandya: I simply want to draw attention to the point
and not a8 move in any agitation for the present. Now, let me finish the
letter.

A wicked young friend of mine told me. . 3 5.

The Honourable 8ir George 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 to what the House is entitled to discuss under
s supplementary demand.

Mr. President (The Honourable Sir Shanmukham Chetty): The
Honourable Member will not be in order if he wants, on this motion, %
make out a case that it would be better to substitute silver for nicke] as
subsidiary ccinage. Is that the object?

Mr. Vidya Ssgn Pandya: No.

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

Mr. Vidys Sagar Pandya: My object is to show that there is so much
of wastage on nickel and the Government have to come forward every year
with a supplementary demand, and some better methods should be
adopted .

The Honourable Sir George Schuster: If that is my Honourable
friend’s point, I put it again to you, Sir, that it is out of order becauss
we are committed in any case to this policy. The nickel coin is in
existence. Some of it comes back some years, in other years more goes
out than comes back. That is not the issue before the House. The issu3
before the House is whether this small expenditure in connection with the
return of a certain amount of nickel coinage is to be met: not the question
of whether we ought to alter our policy regarding the issuing of mnickel
coins.
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Mr. Vidya Sagar Pandya: ls it not relevant to point out to the Gov-
ernment how the country loges on sccount of this new nicke] coinage, and
to draw attention to that fact in connection with this demand? 1f that

is out of order, I have nothing more to say.
.

Mr. President (The Honourable Sir Shanmukhamn Chetty): The
Honourable Member sunply wants to point out that a great deal of loss i*
being incurred on account of this item coming up year after year. His.
remarks must be confined to pointing out that fact, but he is enlarging
the scope of his, argument and wants to prove that it would be more ad-
vantageous to substitute nickel by silver. He may just refer to that, but
to read a long letter in support of that is not in order.

Mr. Vidya Sagar Pandya: Well, Sir, I bow to your ruling, and I hope
I have not infringed any of vour rulings; and if I may be permitted to
read a counle of lines (Laughter), it won’t do anv harm-

“A wicked young friend of mine told me regarding the export of gold and its
advantages of imports given by the Finance Member, ‘‘Peasants’ gold is being export-
ed by Indian princes and bullion dealers to English Banks to import French diseases
to be cured by German remedies, which call for a further export of gold.”
(Laughter.) .

"I)hope you will excuse the facetiousness of the young man and let me have
the favour of an early reply. I am sending this by registered post, not because I
am afraid of your not noticing it,-bat becausse I have. had reason to suspect that.
my letters. are being intercepted and destroyed in the post by mysterious people
whom I would like to catch.”” (Laughter.)

Sir, that goes to 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. 8ir, with these words,

I oppose the motion.

The Honourable Sir George Schuster: Sir, 1 am afraid ninety-five per
cent of my Honourable friend's speech I cannot deal with, because 1 still
maintain that it is quite irrelevant to the issue before the House. My
Honourable friend also raised the point about the head under which this
particular item of expenditure was charged. I would like to make it clear
that I did not quite hear what he said on the first point, so that I did
not give quite a rorrect answer to that. This particular head has to deal
with nickel coinage. Therefore, if it did not come under this Interest-free
Advances head, it would come under Mint and not under Currency, so that
myv Honourable friend’s first point was quite incorrect. There is no
question that anvthing to do with nicke] coinage would have come under
Currency. I may explain to my Honourable friend that this method of
charging part of the expenditure in connection with the return of nickel
coins to this head of Interest-frec Advances is a matter of technical
aceounting. It is a rather complicated matter, but I think I can put the
substance of it most clearly by saying that this Interest-free Advances
head operates really like a suspense account until the whole transaction
is concluded. That is whv the cost of the return of nickel coins sometimes
appears under this Interest-free Advances head. That is all I have to say.

Mr M. Maswood Ahmad: Sir, sometimes we find the Government
Members pluce before us certain items of new expenditure in the shape of
supplementary demands. If we are not aware 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 be
discussed ?

Mr. 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.

The question is:

“That a supplementary sum 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 vear ending the 31st day of March, 1934, in respect of
‘Interest-free advances’.”’

The motion was adopted.

LoANXS AND ADVANCES BEARING INTEREST.

The Honourable Sir George Schuster: Sir, I move:

“That u supplementary sum not exceeding Rs. 1,64,97,000 be granted to the Gover-
nor General 1n Council to defray the charges which will come in course of
payment during the year ending the 3lst day of March, 1834, in respzct of
‘Loans and Advances bearing Interest’.’”’ )

Mr. B. Das: Sir, I welcome this opportunity that the Honourable
the Finance Member has given to draw the attention of the House to the
policy of Government regarding the granting of advances and loans to
different Indian  States, which policy, I say, is detrimental to the
financial credit of India. Sir, if we refer to the Standing Finance Com-
mittee's report, Volume XIII, No. 8, page 499, we find that several
Indian States are given loans—which raises important questions of policy
wm that supplementary demand.

Sir, a loan of Rs. 25 lakhs was granted to the Nawanagar State for
12 Noox certain so-called essential works. The Alwar State got Rs. 25
" lakhs in order to prevent a serious breakdown in administra-
tion of that State; and then the Bahawalpur State—everybody knows
about that State's bankruptcy—got another Rs. 12-97 lakhs for addi-
tional expenditure on the Sutlej Valley Project. Sir, I do not know
whether the first two items are productive debts or not. At any rate,
the Alwar State has not got the money to promote the development of
that State. As regards the Bahawalpur State, I am sorry, that State
js the victim of that one Provincial Government of my Honourable friend.
Mr. Jagannath Aggarwal, and, Sir, that Government brought out a
project called the Sutlej Valley scheme whereby the Bahawalpur State
was committed to an expenditure of two or three crores. And, as I said
the dther day on the debate on the Finance Bill, the State has now been
saddled with a debt of 12 to 18 crores from the Government of India.
I do not know if it is true that the Government of India are going to
write-off a certain amount of the accumulated interest 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. If 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
States are vlamouring 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 this
money is being advanced on unproductive debts on the so-called productive
assets which will never prove to be so. Take, for instance, this Baha-
walpur State which owes the Government of India 18 crores of rupees.
Will the Government of India ever be able to get as much from the
Bahawalpur State? The State has got an annual income of 60 lakhs
only. ’

Another thing I would like to know from the Government of lndia
is the rate of interest that these States pay, especially in view of the
very anfagonistic attitude of some of these towards British Indis. The
Government of India reduce the rate of their interest annually according
to their borrowings. Do these States also get the advantage of this
reduction in interest? I would like to know whether the States 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 State
received the loan? This remark of mine upplies more 10 Nawanugar State
and to Alwar State. Recently I find that it has become thc¢ estublished
feature of the Government of India Budget that they give loans to those
States the attitude of which is very hostile towards us. 1 do not want
to see the credit of the Government of India deteriorate, because these
insolvent States will be financed not on financia] grounds or grounds of
friendship, but on political grounds for which my Honourable friend, Mr.
Metcalfe, sits there. I do not want a political reply, but T want a finan-
cial reply, and as this will be the last reply of the Honourable the Finance
Member on the financial aspect of the Budget, I hope he will make it
clear as to what has been the policy of his Department and that of the
Government of India during the last six years in the matter of advancing
money to these Indian States on such a large scale without any proper

security or cover.

Mr. 8. ©. Mitra: Sir. I agree to a great extent with the points raised
by my Honourable friend, Mr. B. Das. Referring to the proceedngs of
the meetings of the Standing Finance Committee,' I find the following
question and snswer:

“Q. Is the proposal in respect of a rew serviee!

A. No.”

It is true that the policy of lending money to Indian States may not
be a new policy, but this practice of giving money to individual State
is certainly a special feature, and, therefore, it is 8 ‘‘new serviea’
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especially so far as a particular State is concerned. I .cannot understand
why this grant should come in the shape of a supplementary grant. I
think Government are taking undue advantage of the ruling from the
Chair that, in the case of a supplementary-grant, we cannot raise the
questions of policy. 1 take the first item—Iloan of 25 lakhs to the Nawa-
nagar State. This was required mainly on account of certain essential
works which could not otherwise have been completed for lack of funds.
They had some beneficial works to perform in the State, and, therefore,
they wanted money. (A Voice: ‘‘Essential works-"") Everything is
essential. Will the Honourable the Finance Member satisfy this House
as 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 monthg to settle the conditions
and 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
policy so far as the Viramgaum cotton is concerned. = They were mnot
accommodating and the Government of India did not do their duty to the
people. Sir, before such grants are sanctioned, this Housc has every
right to judge on the merits of each case whether these largesse should
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 a case of merely a supplementary grant and not of a new
service 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
us March is over. 1f the administration was breaking down, it was break-
ing down for a long time, and it was known to the Government of India.
And if they are to make charities from the public money, they should
certainly come before this House to have its vote and not to come here
and say 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 this House to treat
it in this manner. This House should have an opportunity to judge on
the merits of the case. We do not know what is the rate of interest
and what amount has been paid by some of the States, especially States
like the Bahawalpur State. What is the time during which the Govern-

- ment of India expect these payments? I know that in certain cases al!
the estimates have gone wrong, as, for instance, in the case of the Sutlej
Valley project, and each year additional amounts have got to be lent, and
nobody knows when this capital expenditure is likely to be paid up.
I do not know if there is any amount fixed to be paid and the whole
period within which this amount is to be repaid to Government. These
are wssential facts which the House should be .informed befqre they can
come to any judgment, and particularly I invite your special attention
to the fact that it is an abuse of the procedurs of this House to bring
these matters in the way of supplementary demands.

Mr. President (The Honourable Sir Shanmukham Chetty): The point
rnised by the Honourable Member, Mr. Mitra, raises rather an important
B
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issue. The discussion on. supplementary demands is restricted in its
scope, and, by the well established practice of this House, general
questions of policy 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 important items are brought under this head, then the House is deprived
of an opportunity of having a full discussion on a question of policy
mvolved in that grant. Legislative rule No. 50 defines the scope of
supplementary demands. It says:

“An estimate shall be presented to the Assembly for a supplementary or addi-
tional grant when :

(i) the amount voted in the Budget of a grant is found to be insufficient for
the purposes of the current vear, or

(i) a need arises during the current year for expenditure for which the vote
of tne Assembly 15 necessary upon some new service not contemplated in
the Budget for that year.”

Supplementary demands mnust, therefore, be justified on one of those
two grounds. The Standing Finance Committee 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 itemg of expenditure proposed by Govern-
ment are fully scrufinised and exgmined before Government bring those
proposals before the House. The Chair would now suggest that, when
proposals for supplementary demands are placed before the Standing
Finance Comnmittee, 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 justiied on one
of these two grounds (Applause), and whenever the Committee find that
they are not satisfied that the supplementary demands placed before
themn 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.)

The Honourable Sir George Schuster: May I just intervene, and,
on behalf of the Standing Finance Committee, say that the Standing
Finance Committee is a very efficient watchdog on behalf of this House,
and that the Standing Finance Committee always does raise these points.
In this particular case, the three items covered could 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, but whether we were right or wrong in meeting the need is
another question. But undoubtedly the needs had not been foreseen
and they had to be dealt with in the form of supplementary demands.
Then, on the question of the scope of the discussion on supplementary
demands, we certainly would never take the point that in a case of this
kind the question of whether this particular item of expenditure iz 8
right or wrong item for the Government to have undertaken ought not
to be discussed. I have never tried to put to you, Sir. the interpretation
of the rule about policy in that narrow sense, and I would assure my
Honourable friend that it never occurred to us for a moment that by
potting forward this demand in thia form we would be robbing the House
of the opportunity of examining the sitnation. Tn fact T would put it
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to my Honourable friend that when a demsnd of this kind comes up
in the form of a supplementary demand, it is much more likely to get
the attention of the House than if it is mixed up in the whole mass of
demands for grants, which, as Honourable Members know only too well,
in the main have to go through without the hope of being discussed.
I do want to make that point clear.

Sir Hari 8Singh Gour (Central Provinces Hindi Divisions: Non-Muham-
madan): 1 understand the position enunciated by the Honourable the
Finance Member to be this, that where a demand is covered by ciuuse 2
of the rules which you have just read out, namely, new services not
contemplated at the timme when the Budget wag presented, the gquestion
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
undef discussion and could have been discussed at the time of the Budgat
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
endorse 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
Honourable 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 item of expenditure can be discussed, then I would say that the
House has full freedom, all the freedom that it wants, to discuss that
particular item.

Raja Bahadur G. Krishnamachariar: Sir, I dare say that we are all very
much obliged to the Honourable the ¥Finnce Member who indicated to us
that the scope of the discussion in matters of this sort is not so hmited as
we at one time thought, and I am glad that we have got scme opportunity
of pointing out the propriety or otherwise of the demand. Starting from
that position, I should very much like tc ask whether the loan to the Alwar
State is a proper loan. It is stated in the reasons that it is due tc the
breakdown in the administration of that State. Under our rules. I do not
think we are entitled to discuss the internal administration of that State,
and vet we are asked here in all solemnity to say that 25 lakhs may be
paid ‘out of the tax-paver’s money. Why? Because it is not going to be
of any use in British India, but it is because that some State, whose
administration we cannot discuss and whose administration, we dc not
know whv it had broken down and who it is that caused that breakdown
and how'rong it would take for that breakdown tc readjust itself, these
things are taboo to us, we cannot discuss all these things. wants the money.
and, notwithstanding that. we are askel quietly o dole cut 25 lakhs. I
sav it is most unjust to this House. Are we or are we noi the guardians
of the finances of the country? If so, we are entitled to say and tc ask
the Government as to why do they spend this 25 lakhs. Al] that we are
told is that two circumstances happened, one is that there is a breakdown
in the Alwar State administration, and the second is that the Standing

B2
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Finance Committee, being a very efficient body of men, who do raise thess
questions once having come tc the conclusion, is jt suggested that we
cannot reopen it here? After all, what do the Standing Finance Com-
miitee say? There are three paragraphs only giving the explanation in some
detail as to how these demands came into existence, and, beyond that,
as far as I can see from the report of the Standing Finance Com-
mittee, there is no further information. I ask, is it fair, is it treating this
House with courtesy to ask it to vote such a large sum as 25 lakhs without
giving us the information? The other day, when my Honourable friend
moved a cut on the income-tax asking that the limit may be brought down
to Rs. 1,500 instead of Rs. 2,000, the Honoursable the Finarce Mermber said
that that would cost about 22 lakhs. Now, if this 25 lakhs is not given
to the Alwar State . . . . .

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

Raja 3ahadur G. Krisknamachariar; Then, I will not put it upon that
ground. I will put it on the general ground. We all hope for verv good
things. But do you really believe that in view of the most confused state of
Alwar administration—if you allow me I c¢an discuss and I am
quite prepared to point out that Government have been proceeding
upon a wrong basis in expecting a return of this mcney, 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 Nawanagar State. I am not putting
my argument upon the ground that thev co-operate or do not co-operate.
That ix an entirely different question. If upon its merits and the wsatter
is res interfra, you ought to help these Indian States. I do not care
whether they co-operate or not; that is an cntirely irrelevant question,
but the fact of the matter and the position which is not now apparent
and which I would respectfully ask tha Honourable the Finance Member
to clear up and not refer me to a volume in the Library where I have got
to go an'! study, I would ask hiin what is the eassential basis of work that
this gentleman began and which is to be completed and which, but for
this grant of loan, would not be completed. Why should these gentlemen
go and launch upon a project which they have no money to meet? I
want 8o many things, and T am always told that there 18 no money; and
if these gentlemen started upon a wild goose chase or a wild cat scheme,
and they find all of a sudden that they cannot finish it with 25 lakhs, why
should our Government go out of their way to lend? Tnere may be good
reasons, but so far we have not been given any reasons whatsoever ns to
why this money should be lent to this State when we ourselves are suffering
from a chronic want of funds and when evervthing is held up, because
there are no funds. I would respectfally ask. what is it that prompted
these people to first launch upon the work and then find an empty treasury
and then come to us for a loan It is not a speciality, I ndmit, with an
Trdian State that their estimates are in~reasing. We have }:ad a very good
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instance in the Mettur project in the Madras Presidency which started with
{bree crores, then jumped up to seven crores, and has now, I believe, gone
up to 13 crores. That is the habit of these estimates. I do not lmow
whether there is anything inherent iu these estimates that they have a
knack of going up and up. Aun instance of that is the Vizagapatam
Harbour. We are, 1 respectfully submit, entitled to find out if these
gentlemen did not husband their resources in a proper and reasonable
manner, such as a reasonable man would take care of his own property.
And if they did it and if it is a quesiion of benefiting their subjects for
whose interest this project was started, 1 quite admit that the Government
of India, which claim suzerainty and paramountey, should 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
rupees which is, [ cespectfuily 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 ccme and ask us for this voce. Therefore, I submit that
hereafler, when proposals of this kind sre submitted to the House, we
should be supplied with sufficient details in order to satisfy reasonable men
as to the correctness of the position taken up by Government. That is
all that I have 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 Abdur 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 with 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 some 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 case 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 policy
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 discussion may often bear on what may be considered to be questions
of policy. 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 Government,
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.
Mr. N. M. Joshi (Nominated Non-Official): What right have Govern-
ment to prevent that ?



2988 LEGISLATIVE ASSEMBLY, [29rH MarcH 1934.

Sir Adbdur Rahim: 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
£3885 3% 39 impossible to draw a Yine.

"Then, Sif, as regards the demand of 25 lukhs for the Alwar State and 25
lakhs for the Nawanagar State, as it has been very forcibly pointed out by my
Honourable friend, the Raja Bahadur, the position is extremely 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 any 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, even though it is merely a
capital expenditure, surely this House is entitled to be satisficd as to why
the Government of India should undertake any such liability. We have to
be satisfied as to what is the occasion that has given rise to this demand
or rather this application on behalf of a particular State, and what are the
chances of the loan, if advanced, being repaid within a reasonable time. I
do not suggest that we should be entitled to discuss the administration of a
particular State which has applied for the loan or whether the need for that
loan has been caused by any sort of maladministration in the State. T 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 Government of India to come to us and say that a particular State is
in difficulties which it could not avoid and we should advance a particular
sum of money to enable that State to tide over that difficulty. I do think
that however anomalous the relations may 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 ask
us to make such a big advance.

Mr. K. O. Neogy (Dacca Division: Non-Muhammadan Rural): 8ir, I
generally agree with the observations that have been made by my Honour-
able friends, the Raja Bahadur and Sir Abdur Rahim,. particularly on the
constitutional aspect of the question. My Honourable friend, the Raja
Bahadur, made a casual reference to the duties of the Government of India
as the Paramount Power with reference to the States. Now, Sir, my
Honourable friend knows it best tha¢ so far as the question of Paramountey
is concerned, the claim that has been put forward by the States is that
their relations are with the British Crown and they are not prepared even
to recognise the Government of India as the cemstituted agents of that
Paramount Power. Thev demand that, so far as the future Constitution
goes, the Viceroy should be given a kind of a legal entity for the purpose of
discharging the duties of an agent to the Paramount Power. Now, I
should very much like to know as to whether, when the Government of
India agree to advance these loans to States A, B or C, they should not
insist upon a guarantee from the British Crown as the Paramount Power,
80 as to ensure the proper repayment of the amounts to the British Indian
exchequer. (Laughter.) This point is not altogether an academic one, as
the House very well knows, particularly with reference to the Bahawalpur
loan. 1 dare say, my Honourable friend, the Finance Member, will not
claim that there is any reasonable likelihood of the large loan advanced to
the Bahawalpur State, which I will at once agree has been the victim of
circumstances, being recovered within the near future. Therefore, I want
to know what policy the Government of India have been pursuing in.the
past and propose to pursue in the future having repard to the claims which
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have been put forward by the States in regard to the British Crown being
the Paramount Power, and not the Government of India. I admit that my
Honourable friend, as the Chairman of the Standing Finance Committee,
has every right to speak on behalf of that Committee in regard to thesa
matters, but I am assured by my Honourable friend on my left that, when
these proposals were placed before the Committee, no particulars of any
?’md' \;l'h(ilch might help that Committee to come to a proper decision were
urnished.

The Honourable Sir George Schuster: The particulars that were placed
before the Committee are the particulars that have been printed in the
proceedings, and members of the Committee know only too well that they
have only to ask for further particulars in order to get anything they want.
I do not think there is any member of the Committee who would say that
we have ever refused to give any particulars when they have asked.

Mr. K. 0. Neogy: That is hardly complimentary to that Committee.
The particulers that my Honourable friend refers to, I would ask my
Honourable friend himself to read out to the House. If that Committee has
failed to discharge its duty in this matter, it is certainly up to this House
to demand all necessary particulars before we could agree to pass any of
these items. The first one relates to Nawanagar State, and this is all that
we have before us:

“This was required mainly on account of certain essential works which could not
otherwise have been completed for lack of funds.”

I want a 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 ?

(8) 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 Hari Singh Gour: And, fourthly, as to what is the security.

Mr. K. C. Neogy: Of course: I have said that I want the security of the
British Crown as the Paramount Power. It is well kncwn that a port in
.the Nawanagar State has been competing very much with some British
Indian ports in Western India. I want to be satisfied that this particular
samount is not needed by the State either directly or indirectly for the pur-
poses of development 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 Nawab Ahmad Nawaz Khan (Nominated Non-Oﬂi.ci_al): Pgthaps
the Honourable Member is producing jealousy between British ‘India and
the Indian States, which is contradictory to his adwce.

Mr. M. Maswood Ahmad: Mr. Neogy, don’t take him seriously. He
does not know anything about these things. (Laughter.)
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Mr. K. 0. Neogy: I do not think my Honourable friend's interruption
will be taken very seriously. Next is the Alwar State, and I formally want
information, because I find that that information was not insisted upon by
the Standing Finance Committee. I want 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 so far as the Alwar State is concerned, for the
repayment of that loan and within what period we can expect that loan to
be repaid.

As regards the Bahawalpur State, as I have already stated, I greatly
sympathise with thut State which has been suddled with an enormous
amount of debt, not on account of any fault of its own. We know that it
w=s due to certain miscalculations made by the Public Works Department,
or whicnever Department it may be, of the Punjab Government that this
amount of several crores—it stands perhaps in the neighbourhood of Rs. 138
crores—has been saddled upon this State. We find that under this specifio
item we are expected to advance 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, and in what
period he expects to have this particular amount of 13 lakhs recovered. I
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 lakhs 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.

Mr. ¥ E. James (Madras: European): Sir, I merely want to say that
we have a great deal of sympathy with the point of view that has been
expressed. The Committee has approved of this particular item, and yet
it appears that the Committee did not have before it the information
which, I think, it should have had before it, and 1 am not a little surprised
that the Committee did not ask for thst information. The two points,
I tbiok, on wkhich information is really required by the House is, first of
all, what is the purpose of the loan and what is the security against which
the lcan is granted. I should like to ask the Honourable the l'inance
Memb-r whether he can tell the House what would happen in case the
State defaulted. How would this loan be recoverable? What wculd be
the particular machinery devised for recovering the loan in question? 1
would point out to the House that this item covers not only loans to
Indian States, but also a loan by means of an overdraft to the Province
of Burms The relation between the Government of India and the Pro-»
vinces is in fact the relation between & banker and his clients. The
Provinces are entitled, under certain conditions, to overdraw their uccounts
with the Government of India, but the Government of India have smple
sccurity in dealing with provincial overdrafts. Have they got any such
eccurity in dealing with defaulting States or with States which have
borrowed money from the Government of India and are not able either to
pay interest ou the due date or to repasy on the conditions laid down in
th terms of the loan? 1 do think those are very important matters, and
I can say from my own knowledge of two Provinces that there is- very
strong feeling in provineial circles that the greatest possible care should be
used in advancing loans to States.
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Major Nawab Ahmad Nawaz Khan: Sir, it is the imperative duty of the
Paramount Power to give financial help to Indian States as well as to
any other class of people in British India. If it is contended that the
people in British 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 . . . . .

Mr. Gaya Prasad Singh: Out of our pockets?

Major Nawab Ahmad Nawaz 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 else can
it go for such help? No State can ask the Assembly to give any financial
help 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 felp,
and the Government of India are bound to help the Indian States. The
point that is made by certain Members that every question relating to
financinl assistance to Indian States should be placed before the House is
reallv an impossible proposition . . . . .

Several Honourable Members: Why, why?

Major Nawab Ahmad Nawaz Khan: Because, by reason of the delicate
rclations which exist between the Indian States and the British Govern-
ment, the circumstances under which the loan is asked for and the reasons
for such loans which are sometimes secret cannot always be put before the
Finance Committee Members or before the House.

Mr. Gaya Prasad Singh: Then we will refuse payment.

Major Nawab Ahmad Nawaz Khan: What the members of the Standing
Finance Committee or the Members of this House wish to be satisfied is
about the rate of interest charged on loans to Indian States which should
be reasonable and that the period of repayment of loans is not unduly long,
and that the State to which the loan is advanced is quite solvent . . . .

Mr. S. G. Jog (Berar Representative): The loan is not due to any mal-
administration.

Major Nawab Ahmad Nawaz Khan: And, of that, the Honourable Mem-
ber is nc{ the judge. It is the Govertment of India which is the proper
judge, and T can assure the House that those officers of the Government,
who look into these cases are much more able. than any Member of this
House. Evervbody thinks his own wisdom is better than that of another.
No Honourable Member should think that, simply because a certain State
asks for a loan, the officers of the Government will blindly sanction it,
without looking into all the matters carefully before making any advance.
It takes the Government many many months, in some cases years, to
scrutinise all facts before they agree to sanction a loan, and only when
they are fully satisfied, that they sanction the loan. T do not wish to
take 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
from those States against the loan that is advanced to them, and when
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Government are completely satisfied about the solvency of the State, them
the lonn is sanctioned. If I ask any Honourable Member of the House,—
speaking about one’s own domestic affairs,—to give me an aceount of his
expenses which he bears for his wife, 1 don't think he will agree to do
...

An Honourable Member: Who is the wife?

Major Nawab Ahmad Nawaz Khan: The same is the case with the
Indian States. Only those who rule know well the exact and delicate
position of their State affairs.

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

Major Nawab Ahmad Nawaz Xhan: No Honourable Member would like
to give an account of his income and expenditure if he is asked to produce
it in this House to be discussed. .

Mr, N. M. Joshi: Wife's bill must be paid.

Major Nawab Ahmad Nawaz Khan: In the case of the Bahawalpur
State, it is stated that the Government have made a blunder, or i the
Government had consulted the Members of the Assembly, the mistake they
have now made would not have occurred. That is not correct, beeause if
the same reports and estimates of engineers and others which were sub-
mitted to the Government of India for scrutiny and which were made the
basis for advancing the loan to this State had been placed before the
Members of this House, probably they would have made the same mistake
and decided in the same wav a8 the Government of India have decided,
and the next Assembly would have perhaps called us silly for having
committed a mistake of this kind. Tt iz not that anvy Government wilfully
or knowing the future defects sanctioned the loan to this State. To err
is human. Fverv one of us commits mistakes: many Legislatures commit
mistzkes.  Therefore, if it is contended that everv request for a loan hy 8
State should be placed before the Members of the Assembly, it will be
an impossible proposition, because the question of Government policy or of
the internal affairs of an Tndian State cannot be discussed in this House,
My friend. Mr. Neogv, said that if monev was wanted by any State for
general improvement and if that improvement had some effect on the
peighbouring districts of British India, we should stand in the wav of
granting such loans . . . . .

Mr. X O. Neogy: Who said that?

Major Wawab Ahmad Nawaz Khan: Now, if the same principle is
adopted by the Indian Princes, what would be the effect on your Federa-
tion? W: must be ready for a healthy competition. Let the Indian
States take money from Banks or from Government to improve their posi-
tion, and their progress may have some eflect on the neighbouring British
districts. Have we ever thought that what we are doing in British Indis
will have good or bad effeet on the Indian Statea? We have never thought
of it, and, s0, what is the use of this unhealthy competition? Took belore
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You leap. We criticise others, while we must know that we have al

own defects which we do not try to correct. My point is that therésoisoxl;z
need for Government to consult the Assembly before advancing loans to
Indian States or to discuss the question of policy. The only point that
should be considered by this House is whether the rate of inferest is fair
and .t-he_perlod of repayment of the loan is not unduly long, and the
security is a good one,

Mr. Ga‘ya Prasad Singh: I suggest, Sir, that the Government Member
should replv first, so that we may be in a position to judge for ourselves
whether there should be any further debate or not on this question.

Mr. President (The Honourable Sir Shanmukham Chetty): The Chair
cannct compel the Government Member to reply.

The Honourable Sir George Schuster: I should be very glad to inter-
vene now if vou could possibly leave me freedom to repiv to any other
. points that are made, ' )

Several Honourable Members: Yes. You have always the last word.

The Honourable Sir George Schuster: I am only anxious to help the
House in this matter.

Mr. President (The Honourable Sir Shanmukham Chetty): The Hon-
ourabl> Member can have another say.

The Honourable Sir George Schuster: In the first place, I would like
tc make it clear at once that I do feel that the House is entirely justified
in having raised this issue. (Hear, hear.) I should never have thought
of taking 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 Members who have spoken have done extremely well in
fhe public interest in raising an issue of this kind. (Hear, hear.) It is an
issue of great importance. I hope the House will, on the other side, appre-
cinte that we are in a certain amount of difficulty in discussing this question
of loans to the States, because it is the rule that the internal administration
of the States should not be discussed in this House. But I hope that I
shall be able to give Honourable Members a certain amount of information
which will at least enable them to form judgments on the main issues that

are involved.

Now, a question of policy has been raised—again I make no complain$
that a question of policy of this kind has been raised—as to what is our
policy in granting loans to Indian States. I would like first to remind the
House of the fact that hitherto the advances which we have made to the
Indian States are not of very important dimensions. In the table which
appears with the Financial Secretarv’s Memorandum, there is a figure of
Advances. Capital advanced to Indian States and other Interest Bearing
I.oans—the total amount under that head is, on the 81st March, 1934,
Rs. 21.20 lakhs; that is to sav, out of a total Government debt of over
Rs. 1,200 crores, only Rs. 21,20 lakhs has been raised for advances to Indian
States. So, if this is a dangerous practice, at any rateé the practice has not
gone very far vet, and out of that Rs. 21.20 lakhs, by far the largest item
is the andvance to Bahawalpur, and but for that item which is something
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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 scale,

Specific questions have been asked as regards the terms of these parti-
cular loans, and my Honourable friend, Mr. Neogy, has stated that 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 which
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 al]l the circumstances, but what I put
te 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 carry out
and he found that, in order to give himself a fair start, he did require a
loan. The main purpose—there are a number of items included in this
amount—the main purpose, by far the largest item was a sum required for
the completion of a tank known as 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 substantial expenditure, the whole value
of the work would be destroyed. So that was urgently necessary work.
That really covers practically the whole of the amount of the advance to
him. Therefore, my Honourable friend, Mr. Neogy, can rest assured that
we have not been advancing money to Nawanagar State in order to enable
it to equip its port in competition with Bombay.

Sir Hari Singh @Gour: Ts that a tank for irrigation purposes?

The Honourable Sir George Schuster: Yes, for irrigation purposes. There
is just one other point that T want to make clear in connection with our
telations with the State of Nawanagar, and that is, Honourable Members
know that we now have the Viramgam Land Customs Line. The arrange-
ment that we have as regards customs with Nawanagar is that they charge
customs on imports at the port of entry, Bedibunder, and if goods have paid
customs at Bedibunder and if a certificate is produced to the effect that
customs duties have been paid, then those goods are allowed to pass the
Viramgam Line without further examination or without further charge and
we are left to recover from the State the amount of duty that thev have
collected. When the present ruler succeeded, the State had fallen into very
substantial arrears. Theyv had collected customs on our account but they
had not paid over the amount due to us as and when it was received. I
think the arrears were something like Rs. 50 lakhs.

An Honourable Member: Was anv interest charged ?

The Honourable Sir George Schuster: We made a great point about
the correction of this very irregular situation, and the present ruler has—
I refetred to the fact in my Budget speech-—practically wiped off the whole
of the arrears s that, instead of being in the position of having advanced
s large sum of monev to Nawanagar on an irregular hasis. we have recovered
the whole of that money and have advanced on a regular basis a loan of
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Rs. 25 lakhs. Therefore, really our financial position vis-a-vis the Nawa-
negar State is much more satisfactory now than what it was at the begin-
ning of the year.

As regards the terms of the loan, I will read to the House the terms:

~ *'The money will be advanced in two instalments, one of Rs, 14 lakhs to be made
immediately, and the second of Rs. 11 lakhs after 1st January, 1934. Interest will
be charged at the rate of 44 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 huve a specific security on the customs duties collected
by the Nawanagar 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, verv 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
five equal instalments of five lakhs per annum.”

I think the House 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,
but 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 cover 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 Rs 25
lakhs to the State as required, during the current financial year, and if necessary,
they will make a further advance of Rs. 16 lakhs in the next financial year to clear
the Bhavnagar loan. . . ."”

That is to say, to enable the State to repay the loan which it has received
from the Bhavnagar State.

Now. Sir. there is a particular point I want to make ih connection with
that term. We have agreed to advance 25 lakhs. In fact, that

1ra has already been advanced and we have agreed to make g further
advance of 16 lakhs 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 ia 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 vear. Now, I think it is
interesting to point out to the House that although that was done, and
although we followed the correct procedure in that matter, the House 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 case of the 25 lakhs 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
t. avoid discussion of these issues, we should not choose this method of
moving supplementary demands. (Laughter.)

Now, the terms are as follows. The rate of interest will be five per cent
in the current financial year. I need not give all the details as regards this.
Then, another term is connected with the Bhavnagar Durbar being given the
option of reducing their interest or having 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 effective control
of the State and State finances until repayment has been made, that the
State in the current financial year shall submit a definite scheme for the
funding and repayment of the whole debt and that the State budget should
be submitted annually for sanction to the Government of India. Now, Sir,
in the circumstances, I put it to the House, that we were forced to prevent
a breakdown in the administration of Alwar. We had no option and we
have made terms which will enable us to secure the proper administration
of the State and the full repayment of our debt. 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-payvers of India will lose no money on account of
these advances.

Now. Sir, I am left with this case of the Bahawalpur loan. As regards
that, we have had other discussions in this House, and it would be useless
for me to make any attempt to disguise the fact, even if I wished to do so,
that this whole incident is a very unsatisfactory one. I would not like to
say anything now which would convey any implication as to where the main
blame rests for this incident, but I would suggest to my Honwurable friend,
Mr. Neogv. and others, who may speak on 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 as sympathetic advocates for a State which bas been very much
misled and very badly treated. As I say, 1 wish to say nothing now whish
will convey any imnplication as to where the blame lies but 1 must remind
the House that the muin cause of loss of money in eonnection with this
project is the fact that the Bahawalpur State in order to secure to itself a
lerge share of the waters of the Sutlej and in order to prevent rivals—either
another Indian State or the Punjab Government, from claiming a larger
share of those waters grossly overstated the area which was fit for irrigation
and cultivation. They always maintained that they had an area fit for
irrigation and cultivation of over two million acres. That was their state-
ment and thev refused to consider any plan which did not include the
caunalisation of the whole of that area and the allocation of water sufficient
for that area. One of the reasons why the scheme has gone wrong is that
it has now been established that not more than & maximum of about 900,000
acres is really fit for cultivation, and n great part even of that is of very
doubtful value at the present level of prices. This is one of the major
factors why this scheme has gone wrong. Of course the other major factor
in that all the calculations were based on a level of prices current after the
war. and the present level of prices as every one knows is not only very
much less than the post war level but actually considerably less than the
pre-war level. Now, Sir. when it is question of considering what ought to
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have been done and where the blame lies, I do wish to remind the House
ot the faet, a fact of which I have reminded them on other occasions, that
if they go about the world and look for projects which have gone wrong
owing to miscalculations which were made aiter the war and based on the
great optimism which then prevailed, they will find examples in every
country ; and I would be willing to wager that in every country they would
tind examples far worse than this Bahawalpur Sutle] Vulley scheme,
examnples of projects which had been sponsored by Governments or which
had been financed and promoted by leading financial experts and magnates
in those countries. Every one made 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 estinates which were before the Govern-
ments concerned when it was decided to embark upon this project, had been
put before the House there is not a single Member 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 as 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 originul estimates was a stupendous margin and, as I say, I think that
Honourable Members can easily find for themselves examples where people
of the best possible judgment and experience had made far worse mistakes
than this. But that does not get over the fact that it is a very serious
situation. We have advanced 12 crores to the State; so far we have not
faced 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 to 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 we shall only get by lending the money ourselves and therefore increas-
ing the capital amount of this debt. I do not want to disguise the serious-
ness of the situation at all. It is & case which I may say has caused me a
very considerable amount of concern. It was a commitment which I found
when T 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 satisfactory 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 place, when the Bahawalpur State asked us to take up this question,
they 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 the 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 @ very formidable size dealing with all the
Bahawalpur 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 Government, that there ig any substantial ground for claiming large
sums from the Punjab Government, and we think that the matter will have
to be dealt with—mainly at any rate—as one of a financial adjustment
between the Government of India and the State. What we shall have to
consider is what are the possibilities of securing repayment and whether



2068 LEGISLATIVE ASSEMBLY, [20rE MaARCH 1984,

[Bir George Schuster.]

there ought to be any financial reconstruction of the scheme—just as you
have, in the case of a commercial company, a reconstruction when it is
proved that capital has been lost and a project has become over-capitalised,
and it becomes necessary to write down the capital or at least to write down
the prior charges. If that 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 to us to capitalize the project at the present level
of prices, or, given only a very small recovery in prices, the project ought
to be able to pay a reasonable rate of interest. Therefore, we have told the
State that before we are ready to 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 vote
which would imply satisfaction 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 could, and indeed I think to an extent which
is all that could reasonably be demanded, as soon as we had any reason to
suppose that this project was going wrong, that the irrigable area had been
over-estimated, 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 reconstruction was to get the Administration
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
on it stopped. That we have achieved; we have been able to secure the
services 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 together. and I can give the
House, with great confidence. an assurance that the scheme is being really
well and economically administered at present and the only thing which
remains for us to do is to tackle this financinl 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 thig year, and T would put it to
the House that that expenditure was amply justified financially, and it is
not & case of ‘‘throwing good money after bad’'.

Sir, several speakers have said that this Legislature is the guardian of
the interests of the Indian tax-payer in matters of this kind. T fully admit
that position, but, with the best will in the world, Honourable Members must
acquiesce in the fact that the Executive Government has sometimes to
take certain responsibilities and that individual Members of the Lcgislature
cannot possibly go into all these items. We feel our responsibilities in this
matter and T can claim that in respect of all these three items which are
now under discussion, we have not led down the financial interests of
India. The expenditure was either absolutely necessarv or was advanced
on terms which amply secured its repayment, and even in the case of the
necessary items T would not put the justification solely on the necessity,—
1 would also claim that the advances have been msde on good security and
that there is every chance of their being repaid. 8ir, I think that should
be sufficient to put the House in possession of the main facts. T appreciate
that it is difficult for Honourable Members to keep all the terms that I
have mentioned in their heads as a result of merely oral representation,
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but I do hope that they "on their side will feel that we have made out a
good case for these three items just as I on my side feel that they themselves

bave made out a very good case Yor raising the issues that ha
discussed. (Loud Applause.) g e : ve been

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

The Assembl;: re-assembled after Lunch at a Quarter Past Two of the
811?0.1:_. Mr. President (The Honourable Sir Shanmukham Chetty in the
air).

MESSAGE FROM THE COUNCIL OF STATE.

Secretary of the Assembly: Sir, the following Message has been received
from the Council of State:

“I am directed to inform you that the Council of Siate has, at its meeting held
on the 29th March, 1934, agreed without any amendments to the following Bills
which were passed by the Legislative Assembly at its meeting held on the 28th
March, 1934, namely :

(1) A Bill to fix the duty on salt manufactured in, or imported by land into,
certain parts of British India, to vary certain duties leviable under the Indian
Tariff Act, 1894, to fix maximum rates of postage under the Indian Post Office Act,
1898, to fix rates of income-tax and super-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.

T.oANS AND ADVANCES BEARING INTEREST.

Mr. N. N. Anklesaria (Bombay Northern Division: Non-Muhammadan
Rural): Sir, much of the talk which took place before the Honourable the
Finance Member spoke was bound to be and, as & 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
Members to base their criticism upon in connection with the present demand.
The fact that this demand was passed by the Standing Finance Committee
ought not to mislead anybody, because my experience oi the Standing
Finance Committee shows that generally demands amountirg to many lakhs
of rupees are not considered for even the equal number of seconds and I
should very much doubt that this particular demand had got more than
about a couple of minutes’ consideration from the Standing Finance Com-
mittee. But in this particular case the difficulties are inherent in the
situation. .

By jhe Rules and Standing Orders of the House, we &re debarred from
discussing the internal administration of States, I think this practice of
giving loans is in one sense a right move in th_e right dlrectvl?q,.because if
it does nothing else, it lays open a way for this House to criticise the ad-
ministration of States even in an indirect manner, for, of. course, 1t.1s open
4o this House, if proper explanations are not fortheoming, to reject the

o
i
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‘demands summarily. In this case, however, the Honourable the Finanece
Member, as I said, has given the House enough material on which they
could judge the validity or otherwise of this demsnd. As regards the first
item, I am in a position to speak with personal knowledge to some extent.
The Honourable the Finance Member said that the State of Nawanagar had
paid up 50 lakhs of rupees which were due to the Governinent of Ind:s from
the State. That is & fact. But if the Honourable Member had informed
the House as to how that amount of 50 lakhs was obtained by the State,
the House, I am sure, would have been much edified. As the matter is at
present sub judice, I am not going to say anything further about it. But
to give the devil his due, this much T am bound to state that the present
Nawanagar prince ie doing everything possible to put his house in order,
and, if any State deserves help from the Government of India, that State
is the Nawanagar State. I can say from my personal knowledge that the
prince has restricted his personal expense to the ridiculous sum of Rs. 527
‘per month. If this is not economy and if .this is not an sttempt to put his
house in order, then I do not know what the putting of one’s house in order

can be.

An Honourable Member: Where did you get this information from ?

Mr. N. X. Anklesaria: Sir, I got this information from a very reliable
.quarter, and I am not going to disclose where I got it from. The Honourable
the Finance Member stated that with regard to Alwar he had provided for
a guarantee for repayment in the provision of the administration being
entrusted to British officers. T think when such a big sum as 25 lakhs was
advanced to the Nawnnagsr State, some such guarantee ought to have been
provided for in the case of that State also. Sir. as there are Honnurable
Members who are able to speak as regards Alwsr and as regards Bahawsalpur
from personal knowledge, 1 will not stand between them and the House.

Mr. B. V. Jadhav (Bombay Central Division: Non-Muhammadan Rural):
Sir, as & member of the Standing Finance Committec. T have to stand before
the bar of this House and msake my explanation. My Honournble friend
from Gujrat has made an apology on my behalf. He has had personal
experience of the work of the Standing Finance Committee, and 1 endorse
what he has stated here. The Standing Finance Committee is over-weighted
with nominated members who consider it their business to pass the grants

as quickly as possible.

The Honourable Sir George Schuster: T must protest against my Honour-
able friend’s statement that the Standing Finance Committee is over-
weighted by nominated members. The majority of the Standing Finance
Committee are elected Non-Official Members, and never on any occasion
has any discussion been cut short if a single Non-Official elected Member
has asked for further information or wanted to discuss matters, 1 ehallenge
any member of the Standing Finance Committee to contradict that state-
ment. They always have an unlimited latitude of discussion, and never
have T taken the line that a discussion must be cut short, because we bave

a majority, and, therefore, it need not go on.

_ Mr. B, V. Jadhav: T am very sorry if my remarks led the Honourable
Member to surmise that T wanted to call into question his conduct as the

Chafrman for hurrying up the discussion.
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The Honourable Sir George Schuster: My Honourable friend wi.g +qually
calling into question the conduct of Nominated Members of the Committee
and I resent the charges that he levelled against them which are just- as
much as a personal charge against myself.

‘r: B. V. Jadhav: As soon as a demand is proposed by the hairman.
.t,hore is ulm.ost a chorus in the Committee, “‘passed”’, “i)assed" ; if that
is not hurrying up, I do not know what it is.

The Honourable Sir George Schuster: That is entirely the vcluntary
action of the Committee, of which my Honourable friend 1s 1 member.

) Mr. B. V. Jadhav: T am only speaking about the memb.is of the Corr-
mittee, I am not speaking of outsiders.

With regard to this grant, I may say that the bar upon auny discussion
about the administration of Indian States was before us snd we could not
raise any question. Now, the question of debt has come forward, and I
may be allowed to offer a few remarks with regard to the State of J amnagar.
I may point out that this is one of the Guzerat States, and, if properly
administered, it ought to be financially very sound as the other Guzera
States are. It has been stated here that the State of Bhawanagar lent
a sum of 23 lakhs to Alwar. It means to say that the State of Bhawsnagar
was in a very sound financial position as it was able to lend money to outside
States. I know something about Bhawanagar State and I may point out
that when the late Maharaja of Bhawanagar had occasion to borrow money,
he did not go to the Government of India, but he raised a loan in his own
State and the administration was so much respected that the inhabitants
of the State had full confidence in the Maharaja and they accepted his
promissory notes. When, the period for the payment of these promissory
notes came, the people went to the Maharaja and requested him to issue
another loan. 80 that they could invest their money in their own State.
That is the position in an Indian State. Extravagant States have to borrow
money, while the States which are well managed have no reason to borrow,
and whenever there is an occasion to borrow, they have the support of their
ryots. The State of Nawanagar would have been in the same happy
position, but T think its administration was rather extravagant. I am very
glad that the present ruler is trying to put his house in order, and my
Honourable friend, Mr. Anklesaria, has been satisfied that he is condueting
his private expenses properly and it amounts to only Rs. 527 per month.
There are ways and ways of making budgets in an Indian State, and I
need not divulge the various methods by which various items of personal
expenditure are disguised as expenditure on State affairs.

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

Mr. B. V. Jadhav: But the methods of genuine budgeting in Indian
States are also something different from the methods in British India. A
constitutional point has been raised about the connection of the Indian
States with the British Crown, and I think it would be very good for
botle sides if the States are put under the direct suzerainty of the British
Crown, and in that case it would be much better if the British Crown would
take over the debt arrangements with these States as well. I do not think
the rovenues of British India should be saddled with these debts.

Nawab Major Malik Talib Mehdi Khan (North Punjab: Muhammadan):

Sir, we have heard with great interest the reasons for advancing money by
c2
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the Indian Governmént to the Indian States from the Honourable the
Finance Member. I happened to be for a number of years on deputation in
Bahawalpur State and it would not be out of place if I mention a few facts
relating to the loan to this State. The project which was csalled the Sutlej
Valley Project was designed and estimated by the British Engineers. It
was shared by two States—Bikaner and Bahawalpur on one side, and the
Punjab Government on the other. I have said above that the estimates were
prepared by British Engineers, who were 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
sdministration 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 clear that it was a profit-
able concern. This is what happened. No one, under the circumstances,
which I have briefly referred to, can accuse the Durbar of any extravagance.
whatever was spent was done by the British officisls, who sent regular
accounts to the respective States for scrutiny, and, after they had checked
them, payments were made to the British Government. As far as the
Bahawalpur State was concerned, it was decided that the State and the
Indian Government, that is the Punjab Government, should work together
in the matter of eolonisation. The State abided by this rule. I have brought
these facts to your notice in order to show whether Bahawalpur has got
any claim on our sympathy. Allow me to go a little back, so that I may
explain the position of the State. As far back as 1840, when Afghanistan
was going to be invaded by the British Government and the Sikhs were
holding the Punjab, there was no wav to get through the army. Tt passed
through Babawalpur,” an independent Siawe, at the time, and they were
not only sllowed a passage, but were treated right royally on their way to
Afghanistan. This is one of the reasons why the Government ought to be
solicitous to that State. As regards ourselves, a time was when both the
hanks of the Sutlej were in the possession of the Bahawalpur State. Great
difficulty was felt by the Punjab people to take their cattle on to the river
or to make any use of the water. Negotiations were started. and it was
eventually agreed that the right bank might remain with the British Govern-
ment and the left bank was, of course, with the Bahawalpur State. This
is one concession. As far as the papers show, nothing was paid for it.
You can see what would have been the cost if the British Government or
any private person had to purchase that concession. Consequently, the
toll duty is divided between both Governments and thus Bahawalpur is to a
certain extent contributing to our fund. When the time came for opening
the Southern Punjab Railway which takes off somewhere nesr Ferozepur
and goes right up to Karachi, it was Bahawalpur which offered the land,
as far as I can mske it, without any payment or for a very small amount.
We ought to weigh the advantages which the opening of this railway means
to the Punjab. Thousands of tons of grain are scnt from the Punjab right
up to the Karachi port. We ought not to be so sbsorbing, but ought to
follow the principle of give and take. If the State has done all this for us
there is no resson why we should be so stingy and grudge this loan. There
was a time long ago when the desert part of the State was a garden and the
river Saraswati, now extinct, poured into it. There are ruined forts all
along its banks and the depressions show that this part of the country was
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&t one time very well cultivated. The tendency of the Punjab rivers is that
they always move to the west. They started doing so and left this part of
Bahawalpur altogether. It was once the home of a section of Rajputs called
Sodhra and Sonera. It was there that the love episode took place to com.
memorate which was constructed the Mari of Mount. If the Durbar have
seen their way to do so 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
say that people are people and States are States. Everything connected
with the States is not rotten. I have lived among them for seversal 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 watch their
affairs, but we should not decryv them. If the Finance Member earmarks
some money for Bahawalpur, I believe his confidence will 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
to be sued in British Indian Courts for money transactions. They cannot
borrow money from any person without the security of the British Govern-
ment. As I have said above, this money was spent at a time when the ruler
was a minor and the State was administered by a Council of Regency. Gov-
ernment advanced the money, and it is for Government to see that no
uintoward item has been added to it. 1 will end my remarks by quoting a
line in Urdu which is appropriate to the condition of the princes:

“Na tarapne ki ijazat hai na feryad ki hai,
Ghut ke mar jaen yih ‘marzi mere sayad ki hai.”

Translated into English it runs as follows:

‘I am not allowed to flutter, nor to ery; my captor desires that I should
die of suffocation in the cage.’”’

It does not behove us to grudge the money which has been so well spent,
because they have started a new colony in the State which will remove
the congestion we have got in the Punjab. As regards the population, we are
over-producing and have already got more people than we can acqomngodate
on the land the Province possesses. 1f our surplus population is going to
Babawalpur, why should we grudge the money?

Mr. B. Das: So why should not the Punjab pay the money?

Nawab Major Malik Talib Mehdi Khan: The Punjab is a part of India.
If Bengal can get the money, I do not see why any other Province should

not get it.

Mr. K. 0. Neogy: May I know from my Honourable friend whether he
admits the charge that the Bahawalpur Durbar deliberately over-estimated
the amount of cultivable land in the State ?

»

NlnL Major Malik Talib Mehdi Khan: No.

Mr. Muhammad Muaszam Sahib Bahadur {North Madras: © Muham-
madan): Sir, I should not have intervened in this debate but for the fact
that my Honoursble friend, Mr. Jadhav, made some remarks which I
feel are derogatory to the Standing Finance Committee and, to a certain
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extent, to the Honourable the Finance Member. If I can give credit to
the Honourable the Finance Member for any of his good points, T think
the most outstanding is that he has always given the greatest latitude to
us in our deliberations on the Standing Finance Committee. and I do
not think anv member of that Committee can controvert that point. And
if my Honourable friend, Mr. Jadhav, felt aggrieved that any proposition
which he wanted to be carried could not be carried. he could have called
a division. And there have been cases where we have divided on a certain
thing and our votes are recorded.

Coming to the question of these States which have been financed by
the Government of India, although I do not like to express what I feel
regarding the internal administration of these States which may be good,
bad or indifferent, I must say this that, when these proposals were placed
before us. we did ask the Honourable the Finance Member whether this
was a new service, and we were given to understand that it was not a
new service, because this was not the first time when advances of the kind
were being made. As a matter of fact. sums to the extent of Rs. 20
crores or somewhere about that had already been advanced to the Indian
States, and the Government of India were carrving out that policy. 8o
when we gave our assent to these propoeals, we gave it on the understand-
ing that the Government of India had gone thoroughly into these matters,
and as the States occupy a peculiar position with regard to this Legis-
lature, we thought that we could but go a few steps and stop there: we
could not discuss the internal administration of these States. Of course,
even after passing these proposals, it is always open to this Assembly
to criticise what we have done, as they are doing now. We 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 go so thoroughly into
them as the Assembly has gone today through the statement made by the
Finance Member . . . . .

Mr. N. N. Anklesaria: May I ask the Honourable Member, for how
many ﬁeconds the matter was discussed in the Standing Finance Com-
mistee

Mr. Muhammad Muazzam Sahib Bahadur: T admit that we did not
spend many minutes over it—I do admit that. That was because we felt
that we were in a peculiar position with regard to these Indian States:
we thought that we could not have the same latitude of discussion on these
points as we have on other subjects which might be before the Committee.
'tl;x}!ut is :.vhy we cut short our discussions. With these remarks, I support

is motion.

Sirdar Harbans Singh Brar (Esast Punjab: Sikh): Sir, I feel it with
sorrow and I utter it with reluctance that cortain members of the Stand-
ing Finance Committee have tried to run down the Committee and ita
(,"hazmmx. in their deliberations. I have been on four consecytive Ktanding
Finance Com.n.\ittoes; and if Honourable Members, who have taken tho
trouble of criticising. would peruse the proceedings of that Committee,
they will find that more often than not I have taken the courage of being
8 single dissentient on items before us.  With that attitude of mind



.14 -+ FYFUANDS FOR SUPFLEMENTARY. GRANTS. 2073,

having been taken by me continuously in the Standing Finance Committee,
I bear witness—Diwan Bahadur Harbilas Sarda, and Mr. Gaya Prasad
Singh, if he were here, would also bear witness to it, that the Standing
Finance Committee scrutinises the expenditure in such minute detail that
#t 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
nf State and expenditure for the Burma Round Table Conference which
the Assemblyv passed without a dissentient voice. They have called for
information on items from such distant places as Andamans and other
provincial leadquarters before agreeing to a particular item of expendi-
ture. It is not without responsibility and deliberation that they give their
assent to these items when thev come before them. They 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 incurring of this expenditure were approved by them. Therefore, I
regret very much, to say the least, that the remarks of Mr. Anklesaria
and Mr. Jadhav, who has been a responsible Minister, should have been
uncharitable and ungracious to their colleagues and to their Chairman—
who has always given the utmost assistunce 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 weigh regarding the remission of a
particular loan to a particular State, That is the concern of experts to
decide whether and how much of that expenditure was fair or justified and
could be borne legitimately by a particular party to it, and, I am sure,
the Finance Department would not ignore 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 wants the Bahawalpur Durbar to be treated lightly
on the ground that His Highness the Nawab was a minor. Perfectly so.
But then, would it not be proper in that case that the Council of Regency
and its members should be held responsible, because they acted as guard-
jans to the ward of that State? I hope they will be prepared to make
good the loss.

The Honourable the Finance Member has in his speech given adequate
reasons for advancing the loans; and the conditions, which have been
placed by the Government of India regarding the interest and repayment,
are, I think, the striotest possible ones, according to ﬁnancla} canous, an‘d
we need not have any fear on that account. It is not desirable at this
time when Federation is so near that we should give any impression that
we are not sympathetic, or rather that we are 'unsympathetlc to either the
form Of administrations prevalent in the Indian States or the financial
difficulties in which those States find themselves, due to the general de-
pression all over the world, and which is not peculiar only to the States.
it on financial grounds loans are justified and if the conditions for repay-
wment of interest and principal are fair and just to British I.nfha, we need
mot discuss the other irrelevant questions of internal administration or



%78 LEGISLATIVE ASSEMBLY.  [20Tm Mamcm 1084
[Sirder Harbans Singh Brar.] .

otherwise. I, therefore, consider that now the disecussion may be ocon-
cluded after disposing of the financial aspect of it if the Honourable Mem-
bers feel that finanecially the transaction is not a bad one. With these
remarks, I oconclude.

Mr. Jagan Nath Aggarwal (Jullundur Division: Non-Muhammadan):
Sir, the discussion on this subject has taken curious turns. Some of my
friends have pleaded that, in order to enable the princes to come into
the Federation, we should at once wipe off these debts for some of them,
and that a mere discussion thereof is likely to frighten them away from
Federation in fact. I think my task this afternoon is a very prosaic one,
of considering only the financial aspect of the thing and, from that point

of view, one or two remarks that fell from my friend, Nawab Talib Mehdi
Khan, and others, call for some notice.

It has been pointed out that out of the total liability of 2120 crores
of loans advanced to Indian States, we have about 18 crores advanced t»
the Bahawalpur Durbar alone. 8o far as this is concerned, it has been
pointed out that this was advanced during the minority of the prince. The
Government of India, through their Political Departinent, were practically
administering that State. If that is so, it should not be a matter of
difficulty to find out who was responsible for putting forward that two
million squares of land ar the security against which that loan was being
advanced, because the prince had nothing to do with the matter: the
Council of Regency was there. We know one of the members of the
Council is here: the engineers and others who took part in this matter
could very easily be got at and we can really fix the responsibility upon
the people who put forward that there were two million squares out of
which only 8,00,000 squares is now available.

One thing more. Is it or is it not s fact that attempts have been
made to repudiate this liability on the ground that the State administra-
tion never gave their consent to this huge project? Now, 8ir. that is s
matter of grave concern to the Indian tax-payer. We cannot with equani-
mity contemplate any such dabbling with the idea that this State, which
received such a huge loan from the Government of India, which enjoyed
it, should now 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.
We are really perturbed . . . .

Mr. 8. @. Jog: A minor is not bound.

Mr.J Wath Aggarwal: If the minor is not bound, nobody is holding
the mmo:m personally responsible, and the Honourable the Law Mcember
would have no difficulty in meeting that part of the argument, because,
if the State had the benefit of the money, we could certaiuly look to it
for the 12 crores or so. In fact, it is talke of that kind that make us
more nervous, because if the Statc has disposed of all those scres of land
to various people and recovered the value of those acres, what are we
going to look t0? We cannot certainly contemplate with equanimity that
because Bahawalpur at one time allowed the British forces to pase through
their territory to Afghanistan or gave British India some other form of
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help, we should be only too glad to surrender this loan. The way in Which
[ look upon this matter is this. In this volume of Appropriation of
Accounts, I find that sanction for the grant of this loan was granted by the
Secretary of State as long ago as the year 1924 o 1926. The original
estimate was no more than 2,00 lakhs, or, in other words, two crores. It
gradually mounted up, as the estimates have a habit of mounting up, to
something like 4,84 lakhs, or foue 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
recovery has been to add the interest to the principal and to write it off
comfortably in the books, this is not a proposition which anybody can
look on with satisfaction. We have been tcld that the Finance Member
is uneasy about-it. I can very well understand it, but the fact still
remains that no satisfactory means has so far been found for a settlement
of the question as to the liability for the payment of the loan.

Now, Sir, we are not at liberty to inquire into the various methods
vmployed Ly the States for running their administration, but it may be
pertinent to inquire whether the highest value bas been obtained for the
lands which these waters have irrigated, what the security ’s to ,which
we cun ‘now look as most of these valuable lands have been sold, and
whether the Governmient of India have taken as important steps for the
realisation of this loan as any other creditor would have taken, because,
if it is a case of logn to & minor, every creditor would see to it that
his security does not disuppear. It wculd be a funny proposition indeed
i, by the time this matter is scttled, we are told that all the nine
buudred thousand acres of land have been scld away by the Durbar and
that moncy went to the State gradually and it has now gradually dis-
appeared. What would be the point in looking into the matter at that
stuge? Thercfore, what I submit is that this question cails for urgent
settlement, that all 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 as to the responsibility of the Punjab Government or
the officials of the Government of India,—we are, of course, prepared to
pxcuse honest errors of judgment,—but there should be no attempt to
shelve the question, for we should look upon it as a comimnercial proposi-
tion whether we are going to get something back or whether the loan is
going to be written off in the books of the Government of India.

Another point, Sir, was raised, and that appears from one point of
view somewhat sutisfactorv. As against the advance to the Alwar
Durbar, the Government of India have' stipulated that their Budget
should be submitted to and scrutinised by the Government of India. I
thould really like tc know whether we are going to have a look at that
Blddget or my friends oppcsite alone will have an opportunity of looking
at it. Thev have too much of their own Budget and they are not really
able to look intc it. Perhaps the Standing Finance Committee or the
Public Accounts Committee may look into it. That is in a way satis-
factory, but I should like to know really whether it will be looked into only
by the Political Departmens or some Comittee of the: Leginlodure, or gome
of the Accounts Coramittecs would be able to look into it, because, after
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all, it comes to a scrutiny of expenditure; if Government are spending &
few hundred thousand rupees in any Department we are entitled to look
into it. When they are spending this huge sum, possibly it might be
Joocked into from that point of view.

Then, the other question that 1 would like to put before the House is
the point which the Finance=Member made, that in these
supplementary grants the eve of our friends on this side has
-been able to detect this huge advance of 25 lakhs. In the Budget we
were not able to do it. Does it not then, S8ir, indicate a sorry state of
-arrangement of items and figures? It is verv good that we have been
able to detect it in the supplementary estimates. The supplementary
estimates are better presented, but when the guillotine falls and the
Budget passes through without discussion, it is a sorry state of affairs,
end I think that also requires looking into. I suggest, Sir, that we should
have better opportunities for being able to scan through thesc items in
the main Budget when the time ccmes.

3rpN,

Mr, N. M. Joshi: Mr. President, I would like to make only two or
three verv brief rernarks. The first point on which I would like to make
a remark is the constitutional position which was stated by my friend,
Mr. Neogy. It has been demanded by the Indian princes that their rela-
tionr gre and will be with the British Crown. This position creates &
difficulty in the way of the Indian Government granting lonns to Indian
princes. Tf we take the present Constitution, the difficulty is to o great
extent minimised. The princes do not claim that thev will not have
any relations with the present Government of India and the Government
of India will have no power over them. That is not the claim of the
‘princes. The princes claim that in the future Constitution they will not
maintain anyv relations with the Government of India or the future res-
ponsible Government of India.'

Now, Sir, we are arked today to vote for a loan to be given to Indian
princes. In three years’ time. we may have responsible Government.
The loan will not be repaid by that time. Now, mayv I ask, if the princes
refuse to have any relationg with the future responsible Government of
India, who is going to be responsibie for the loan which is given by the
executive, but which is given with the vote of the Legislature to the
princes? 1, therefore, feel that this point requires to he looked into. I
am not against loans heing given to Indian princes. I think the Indian
Frinces are a part of India. We want the Indian princes to he a part of
the Government of Indin as a whole. From that point of view, I think
it is a good policy not to drive the Indian princes to take lnans from
cirtside. It is much better that loans should be given by the Government
of India. At the same time. I would insist that loans given with the
uanction of the Legislature must be safeguarded in such a way that the
future Government of India will be able to recover the loans without the
assistance of the British Crown. This could be done by inserting in the
ngreement for the lonn that any prince who receives loan frorn the Gov-
ernment of India, with the consent of the I.egislature, will not claim the
right of direct relations only with the Crown and will not have any
relations with the future Government of India . . . .

An Honourable Member: What do you mean?
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Mr. N. M. Joshi: My point is that any prince who takes a loan from
the. Government of India will not claitn the nght to say that he will not
maintain any relations with the future Government of Indig and that his
relations will lie only with the British Crown. If he wants to take money,
he will have to pay the price of maintaining relations with us, and not
claim his right to maintain relations with the Crown. That is my mean-
ing:

Sir Hari Singh Gour: If it borrows money from the Government of
Iudia, all that yvou car elaim is that the mcney shall be repaid to the
Government of India.;

Mr. N. M. Joshi: But if the money is not paid back, the future Gov-
ernment of India will have to take steps. Certain conditions have been
inade, certain properties have been mortgaged. Now, if the future Gov-
<rnment of India will not possess the right to -ecover the loan . . . .

An Honourable Member: It will.

Mr, N. M. Joshi: . . . . it will not; unless the future Govern-
ment of India have power and have direct relations with the States, the
future Government of India will not be able to recover the loans

4An Honourable Member: It will not be necessary-

‘Mr. N. M, Joshi: Thosc who fec] like that—Ilet them stand and say
how the future Government of India will be able to recover the loans.
My point, therefore, is this. By all means give loans to the Indian States,
but when an Indian prince takes a loan from the present Government,
it should be mude clear as vart of the condition of the loan that the prince
or State shall not refuse to have direct relations with the future Gov-
ernment of India and shall not refuse to acknowledge the authority of
that Government at least in the matter of recovering loans.

The second point which I wish to raise on this occasion is to ack the
Government of India what is their policy as regards the grant of loans
to Indian States. From one of the reports of the Public Accounts Com-
nittee—I a1 now referring to the report for 1930-31, page 19—I gather
that some ol tbe loans which are shown against the names of certain
States were not taken originally as lcans. I think the States had to
make certain pavments to the Government of India; those payments were
t.ot made for a year, twe years or three vears. Then, instead of paying
what was due to the Government of India, the Government of lndia con-
verted those payments into a loan. I want to know whether the Gov-
ernment of India have got a certain policy as regards the recovery of the
dues_from the Indian States. Supposing an Indian State does not pay
what is due to the British Indian Goveinment for one year, what do the
‘Government of India do then? Do they begin to charge interest from the
first year, from the second year, or from the third year? My point is,
there should be a certain policy—that if certain dues are not paid by an
Indian State for a vear, from the next vear interest will be charged n
the dues and the -State will be asked tc agree to certain conditions as if
those dues were regular loans. From the report of the Public Accounts
Committee, it is clear that the Gevernment of India are not quite alive
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to this fact. The Auditor General had to draw the attention of the Gov-
ernment of India, and, then, after some yems—I do not know after how
many years—these dues were funded into a sort of loan. As rcgards the
rates of interest alsc, 1 do not think there is a fixed policy which the Gov-
ernment place before themselves. I find from this report iteelf that one
of the States was charged 6} per cent, another State was charged six
per cent, and so ¢n. 1 should hke to know on what basis these rates
of interest are determined. Does it depend upon the risk? If it is risky,
why take sny risk at all? I do not think the Government of India can
give loans where there is the least risk. I would, therefore, like the Gov-
ernment of India and the Legislature to have a fixed and well--determined
policy as regards the loans to be given to the States, as regards the rates
f interest, as regards the security which we should demand. Again, L
would like the Government of India to have a policy for the recovery of
the dues which the States owe to the Government of India fcr various
purposes. I feel that the Government of India must make it a rule that,
if a State does not pay its dues witiun a year, after that year that amount
will be treated us a loan and the State will be asked to agree to certain
conditions and agree to pay at a certain ryte of interest.

Before 1 sit down, 1 would like to say s word about the facilities for
free discussion of the items which come up before the Legislature. You
Eknow, being an old Member, and perhaps if you do not know, may 1
draw your attention .

Mr. 8. @. Jog: If my Honourable friend would allow one interruption,
I would like to make opne point . . . . .

Mr, President (The Honourable Sir Shanmukham Chetty): Order,
crder. That is not justifiable by way of interruption. What is it that
the Honourable Member wants to make? Does he want to ask a ques-
ticn of Mr. Joshi, or does he want to make a personal explanation?

Mr. 8. G. Jog: A sort of personsl explanation. I might say . <

Mr. President (The Honourable Sir Shanmukham Chetty): Order,
crder.

Mr. N, M. Joshi: There was 3 time wh2n on supplemeuntary grante
there used to he u fair amount of discuseion. During the firsp three years
at least, this ruling to which you referred wae not given. 1 think that
ruling was given after tour yems' existence of the Legislative Assembly.
1 do not remember now exactly under what circumstances that ruling was
given, but the fact remains thut there was a time when we <ould have a
free discussion on supplementary demands. This ruling was given after
some years. Might I suggest that if the House finds that free discussion
does not reully take place on the various items that come up before the
Legisloture, that ruling requires clarification, and if a right which the
Hovse possessed once for three or four vears was restricted by & ruling
of the Chair, another ruling of the Chair could also restore thut right to
the Legislature In this connection, 1 would draw your attention to the
difficulty which we feel. The difficulty is this. It is true that tke Legisla.
ture has an opportunity of discussing the policy of the Government on
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these matters during the discussions on the General Budget. But, after
the Budget is passed and before the supplementary demands are 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 ceased to believe in
the policy which the Government had at the time of the passing of the
General Budget?

Another point, which you yourself mentioned, was this. Although
tne whole demand belonging to the Departmient 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 for a particular item, which may be
a small one, may not be a supplementary one. That item may be a new
onc altogeth:r, and, in that case, the policy underlying that item must
be discusszd, as you very rightly allowed uz to discuss this subject. I,
therefore, fecl that this questior of discussion of policy on supplemrentary
grants requires some clarification. Sir, I have done.

Diwan Bahadur A. Ramaswami Mudaliar (Madras City: Non-Muham-
madan Urban): If I intervene at this very late stage on this subject, it
is only to clarify some of the points that have arisen in the course of this
discussion. I do not want the impression to go abroad from the discus-
sions in this Assembly that we, on any side of this. House, are hostiie to
the real interests of Indian States or of princes. Apart from the question
whether the States will enter a Federation or not, and apart from the
question whether Federation is at all likely to emerge in the near future,
I should like the impression to be conveyed that we are here examining
the auestion purely on its merits and not with any bias against anv Tndian
State.

Now, Sir, on the general question that this matter should be adequately
discussed on the supplementary grant, my Honourable friend, the Finance
Membcer, said that the House had opportunities of discussing 15 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 fault that we are
unable to discuss these grants adequately. DPerbaps Members on the
Treasury Benches may think that that is not an unmixed blessing.

The Honourable Sir George Schuster: May I just make the point clear
to my Honourable iriend? 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 days are insufficient for
that, but 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 item which otherwise might
slip through unnoticed.

Piwan Bahadur A. Ramaswami Mudaliar: I am very thankful to my
Honourable friend for his sympathetic attitude to this side of the House,
but may I ask him to use his influence before he hands over charge as
Financ> Member and to request His Excellency the Viceroy to allot 15
days or at least some days more than the five days which he can allot
ander the Standing Rules?
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‘The Honourable Bir George Schuster: I am entirely agreeable to do
that, but, as a condition precedent to that, I would ask Honourable
Members opposite to agree to utilise to the best advantage the five days

that they have got.

Diwan Bahadur A. Ramaswami Mudaliar: We can only agree to differ
on wiat is meant by the best use of the time. I think we on this side
of the House have tried to do our very best, during the last four years
that 1 have been in this Assembly, at least to utilise the five days for
voting on demands in the most economic way possible. Time after time,
the various Groups have concentrated the discussion on some important
specific points. You will ind from the rules that two duys is the
maximum that can be allotted for any particular demand. On no occasion
have we taken two days for any particular demand. This is because of
the shortage of time allotted. We have taken particular care to see that
as many items as possible were discussed and we had also to see that
Members who belong to unattached groups had their rights also secured.
I venture to hope that Members on this side of the House have practically
donc their very best to bring on the floor of the House as many items as
possible for discussion, and, n spite of that, if the guillotine has fallen
and many important subjects have escaped our discussions, it is certainly
advantageous to the Government, but it is not the fault of the Opposition.

Now, so far as this particular demand is concerned, I realise that grants
have to he given by way of loans to various States owing to the policy
of the Government of India. I believe that States are under an inhibition
to raisc ioans in the open market outside their own territory. I believe
that without the sanction of the Government of India or permission to do
so, or whatever it may be, such loans cannot be raised in the open market
in British India or anywhere outside India, and, therefore, it scems to me
that it follows from that that these States, just like Provincial Govern-
ments, have necessarily to come up to the Government of India in case
they rcquire any large loans which they cannot raise within their States.
In theae circumstances, we have no complaint that these loans are granted,
but what the House reallv wante to see is, as my friend, Mr. Neogy,
rightly pointed out, that the terms of these loans are satisfactory, that
there is a policy with reference to these loans, that some of the States
arc given loans, because they are nearcr the throne of grace than others
which are not, that the interest charged to these States is the common
interest at the time when the loans are simultaneously given to ang one
of these Btates. Now, take the example of these two States which have
been given loans. If I followed my Honourable friend aright, I may be
wrong and I wish he would correct me, I understood him to say that the
Nawanagar State received this grant at 4} per cent interest, and I under-
stood him further to say that the Alwar State received this grant st five
per cent interest. I should like to have an explanation why, in the wame
vear, when the money at the disposal of Government is just the same,
received at the same rate of interest from public subscriptions and being
paid out at the same rate, Alwar should be charged five per cent interest
and Nawanagar shoyld be charged 4} per cent.

The Honourable Sir George Schuster: May I clear up that poinb at
mce? We have a definite policy about the rates that we charge. As
regards the States, as also in the case of Provincial Governments taking
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loans from _the Provincial Loans Fund, we make a distinction between loans
for productive purposes and loans for non-productive purposes. We charge
a lower ratc of interest for loans for productive purposes than for loans
for non-productive purposes. The Alwar loan was definitely not a loan for
productive purposes, but a loan to help the State to discharge certain.
liabilitics. The loan to the Nawanagar State was definitely a loan for
productive purposes, and, in addition, it is a secured loan. It was secured
on the customs of the Nawanagar State. That is the reason for the-
difference. We have a definite poliey. We act according to definite rules.

Diwan Bahadur A. Ramaswami Mudaliar: What is the rate charged to-
Bahawalpur? It must be varying rates of interest apparently.

The Honourable 8ir George Schuster: The rate varies according to the
varying rate for the year when the money is raised. It happened that the
Babhawalpur money was mostly raised at the time when our borrowing rate

as very much higher.

Mr. K. 0. Neogy: I dare say it is being treated as a productive purpose!

Diwan Bahadur A. Ramaswami Mudaliar: Theoretically it must have:
been a productive debt.

The Honourable Sir George Schuster: That certainly was treated as a
productive debt and that emphasizes the extremely theoretical nature of
the distinction between productive and non-productive debt. I am quite
rrepared  to admit that. In fact, I wrote a long note on the subject
myzelf onlc last week.

Diwarn Bahadur A Ramaswami Mudaliar: A great deal has been said
about this Bahawalpur debt, and I can onlv echo what my friend, Mr.
Agearwal, has so  forcefully pointed out, that a quick decision on this
subject haz to be arrived at, and that., when the whole investigation is
made. there will apparently be found many parties who have been guilty
of lapses with respect to this matter. When the estimates went up from
200 crores to 400 crores and treble that amount, why was not the sanction
of the Secretary of State obtained before the Government of India adopted
measures to increase the liabilitv on the State. For the original estimate,
the sanction of the Secretarv of State was necessarv and was obtained,
but when the increases went bevond all limits and all proportions and even
the lavish estimates of the Public Works Department have been exceeded
in this matter, whv was it not possible for the Finance Member, who was
in charge at that time, to put the whole case before the Secretary of State

and require his sanction?

The Honourable Sir George Schuster: Perhaps it will be convenient if
I interrupt my Honourable friend ab this stage and answer that question.
The Secretary of State’s sanction to the increases has been taken from
time to time throughout. T do not know why my Honourable friend
suggests that it was not. But 1 would just like to explain one point as to
the reasons for the increase over the original estimate. There are three
factors really which affect that. First of all, the actual cost of the works
was underestimated. That, one must admit, was a mlgtp.ke on the part
of the Engineers. but it is not a very abnormal form of mistake. Secondly,
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in ‘making the estimate of the capital expenditure for a project of this
kind, one has to take into account the expenditure on one side and the
receipts on the other. Now, it is always assumed that capital will be
coming back from sales of lands as capital is expended on the further
development of the project. In this case, the slump in prices has meant
that the sale of land has not been proceeding at the pace that was
expected, or, where land has been taken up on purchase, the payment of
instalmente has been delayed, so that the capital necessary is mounting
up. That is the second factor. The third factor, of course, is that the
delay in the realisation of receipte and the low scale of prices has meant
that interest has been added to capital for a much longer period than was
originally anticipated. If all these three factors are taken into account,
I think my Honourable friend will find that the original estimates were
not so absurdly out as the figures would seem to indicate.

Diwan Bahadur A. Ramaswami Mudaliar: I was only following the note
of the Auditor-General when I said that there was a great deal of delay
and unnecessarv and avoidable delay before the sanction of the Socretary
of State was obtained for the revised estimates. As regards this question
of the eale 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 India as they are being realised ?

The Honourable Sir George Schuster: Yes. The colonisation and sale
of land have for many years been in the hands of a qualified officer
appointed and acting on behalf of the Government of India, and the whole
of the finances of the project are kept entirely separate from the State
finance. so that we can be satisfied that the sale of land has been proceed-
ing in a proper wayv and that anything that is realised from the sale of
land comes back to help the finances of the scheme.

Diwan Bahadur A. Ramaswami Mudaliar: I take it that the Honour-
able the Finance Member has replied to the effect that the proceeds ot
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.

The Honourable Sir George Schuster: Yes.

Diwan Bahadur A. Ramaswami Mudaliar: Now, Sir, I would only like
to emphasise what has been said by many previous speakers that, so far
as the accounts with regard to the Bahawalpur State are concerned, the
sooper we come to a settlement as regards the whole scheme, the amount
that has been or is to be spent and the manner in which it should be
repaid, the better will it be. There is a way in which the responsibi-
lities and the burden resting on the State may be lightened, and that is
obviously by increasing the period of amortisation. Tt will certainlv not
be possible for the scheme to begin to pay at once, and it will take many
years before it can begin to pay. Certainly it will not be possible for
this to happen within the short period of twenty years, and one way to
render relief to the State which finds itself in such unhappy circumstances
—a result, as shown this morning, not entirely due to its own fault—is
by increasing the period of amortisation, say, to fifty years, so that the
amoynt that may be paid annually by way of wiping out the capital
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charges 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 the
Government of India and of the Finance Member to the need for laying
down certain definite principles with reference to which alone loans to
these Indian States should be granted.

Now, my Honourable friend, Mr. Joshi, had 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
reference to that when once the Federation comes into existence. I take
it that with reference to the Provinces also, the Federal Government as
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 same, viz., 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.

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

Diwan Bahadur A. Ramaswami Mudaliar: They will be separate
entities, but I do not profess to support it or to justify it, but the constitu-
tional proposal is that the Viceroy in this respect will be the collector cf
the debts of the Government of India just as the Governor General will
‘be the collector of the debts so far as Provincial Governments are
concerned, and, with that position, one has to be content for the time
being, till those wiser men in Parliament go through the scheme and turn
out something which may come as a surprise to all of us. I have nothing
more to add.

Diwan Bahadur Harbilas Sarda (Ajmer-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 that come up
before it for discussion and approval. The present discussion is abous$
the question of giving loans to Bahawalpur, Alwar and Nawanagar. I
must here say that the functions and powers of the Standing Finance
Committee 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 Committee. There are questions of policy, there
are questions of relations between the Indian States and the Government
of India which cannot be discussed in the Standing Finance Committee.
This House has much wider powers and it can discuss many questions
which would be out of place so far as discussion in the Standing Finance
(‘ommittee goes. We, as members of the Standing Finance Committee,
have got to sce, when a proposal is placed before us. that it is a right
proposal, in the sense that if we have to give any loan, the loan is
secured, that it will be repaid, that the Governmen? of India are in a
position to give that loan, and that no objectionable feature attaches to
the giwng of that loan. Now, with regard to Bahawalpur, the loan was
given several vears ago, the loan was of severai crores of rupees,
and this House has had opportunities for several vears to question the
propriety or impropriety of that loan. Year after year Budgets have been
passed and now to fasten on the Standmg Finance Comm}ttee the
responsibility of not going fully into the question of that loan is not at
all fair to the Standing Finance Committee.

D
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As regards Alwar, we all know, every one in this House knows, every
one in the country knows, what turmoil and trouble there was in thay
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 brought into proper order, it
became necessary for the Government of India—I am not discussing the
question of policy whether it was rightly or wrongly done—it became
necessary for the Government of India to take over 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 Government of India to make the

" financial arrangements necessary for carrying on the administration of
that State, and it became necessary that a loan should be given to that
State. Before the Government of India gave this loan to the Alwar
Government, the latter had obtained s loan from another State, and I
know that the terms which the Government of India gave to that State
were better than the terms on which that State obtained a loan fromn the
other State. Now, it was in the interest both of the Alwar State and of
the Government of India that this loan should be given. The Alwar
State got its loan on better terms than it could have got from private
parties.

Mr. B. R. Purl (West Punjab: Non-Muhammadan): How is that
beneficial to us?

Diwan Bahadur Harbilag S8arda: The Government of India are able
to obtain loans on easier terms than those on which thev give loans to
Indian States, and, as long as the Government of Indin know perfectly
well that the loan is secured, if the Government of India are able not
only to oblige and help the State, but also to muke a little money, if they
can have a little margin of profit, then I think the Government of India’r
action must be approved. Sir, three and a half per cent or four per
cent is the interest on which the Government are able to seeure public
loans, and if they give a loan to the Alwar State at five per cent, then
the Government of India not only do not lose anything. but make =
little profit, and, at the same time. they are able to help Alwar. Wae
know perfectly well that, so far as this is concerned, the Standing
Finance Committee have no reason to complain of this transaction.

Then, if you take Nawanagar, it is a short-dated loan, as the Honour-
able the Finance Member has explained and if the loan has been given
for. say, one-half per cent per annum less, that is quite justified; when
a loan is to be payable after a short period, vou give hetter terms than
when a loan is given for a longer period. At the same time. there are
circumstances which would make the opposite course a verv appropriaty
one too; but, considering how these things were done, I do not think
there is anything wrong about the wayv in which members of the Standing
Finance Committee approved of these loans.

As regards the question of suzerainty, my friend, Mr. Joshi, has
raised the question whether the Government of India would be able to
recover these loans. T have not the slightest-doubt, and I do not think
any other Member has any doubt, that the loans are as secure as anything.
There i8 no question of these States not paying up these loans; and if by
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any chance an occasion like that does arise, the Government of India
have sufficient power to recover their money. The question of the suze-
rainty comes in only if the Government of India want to enforce their
terms. All 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
being also a part of the Crown, the Crown will know how to act. So

far as security is concerned, there is absolutely no question that the loans
are not secure.

I must also say one thing here. Sir, T have been a member of the
Stunding Finance Committee for a number of years, and, so far as the
placing of information before that Committee is concerned, I must say
that the Chairman treats the members with great courtesy. He never
refuses to place before the Committee any information which we may
require in connection with a subject. We have several times differed
froin the Honourable the Finance Member with regard to the sanctioning
of a particulur expenditure, and we have found that, though he was in a
position 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 held
his hand and did not pass it, but postponed it and gave us further informa-
tion. So far as that goes, I must pay a tribute to the Finance Member
that he has treated the members of the Committee with great courtesy
and helped us in every way that he could.

Sir, it hus been said here that the Bahawalpur loan will be written
off, and this and that will happen. These are questions for which tha
Standing Finance Committee is not at all responsible. The Standing
Finance Committee could never contemplate what action the Govern-
ment of India would take under certain circumstances which might arise
later. It is for the Government of India to decide what action they
should take if certain unexpected or untoward circumstances arose and it
would be the function of this House, when that occasion arose, to take
such action as it thought proper. But the Sta.nding_ Finance Committee
could not be expected to go into those matters which never arose and
about which there was no question. The question of writing off the loan
never arose. In fact, it cannot arise before the Standing Finance Com-
mittce. Therefore, the Standing Finance Committee is not responsible
for these things. As for the making of rules and other matj:ers ?Vhlch
the Government of India should do, so that some sort of uniformity of
procedure may be secured with regard to the question of giving loans to
various States, that is a matter which certaln‘ly the Government of India
can look into, and, as the attention of the Government has been drawn
to-it, 1 suppose they will consider this matter.

e Honourable Sir George Schuster: Sir, ‘I will try to be brief. I
hm’{:hno quarrel with anytiing that has been said on the other side exggpt
by those who have cast aspersions on the procedure of the Stan ll‘ng
Finance Commitltee or those like my fnel}d, Mr. Joshi, who have imp l?i
that the Government of India have no pclicy in these matters. As reg:{l 2
the Stahding Finance Committee, I do not wish to enlarge upon ba
matter again. I only want to point out to the House that t.h? member-
hip of the Standing Finance Committee consists of one official member,
smly}uelf and the whole of the rest of the 15 are elected by this House‘.j
R },AP'PO"S that three at present are normqated members, so that,b ou
of 15 members, only four are either Officials orb lnofl;r};?lte%{ rm;;ndhe;‘sr.
I submit that, in these circumstances, my Honourable friend, Mr. o
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whe said that he was overawed by the nominated members of the Com-
mittee, was making a 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. 1 might tell the House of
an 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 loan of about 10 or 20 lakhs for productive purposes. Now,
at a time like the present, as a matter of general financia] policy, I think
it would be really a good thing for the Government of India to encourage
sound expenditure by the States. But my reply to the ruler in that
case was that on its merits we might be quite prepared to consider it,
but that we should very much prefer if he would make hig 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
in the financial affairs of the States. That really is a sort of guiding
basis of our policy. On the other hsnd, occasions arise where, for various
reasons, it would be difficult for a State to raise money elsewhere or to
raise it on reasonable t<yms. and where, we think, as a matter of policy,
that we ought to step 1n and give some assistance provided that we are
not risking the money of the Indian tax-payer. Further, when we do
make an advance, we have very definite rules in the matter. We make
the advance at a certain small 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,
Sir, it was suggested that where a State incurs liabilities to the Govern-
ment 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 any interest charge. Well, T must
admit that the Government of India as a banker, in their relations parti-
enlarly with the Provinces, have not been very strict in these matters in
the past 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 standing
against us debit balances on which no interest is claimed. But the
position is changing now, and we have bad to tighten up our procedure,
and T can say quite definitely that where we have had cases of a State
being in arrears for certain payments, we have insisted on interest being
charged, and that wil] be our definite practice in that matter. I think
that really sufficiently clears .up those points.

Now, Sir, as regards the Bahawalpur loan. Myv Honourable frignd,
Mr. Aggarwal, seemed to_imply that there was some idea of repudiation
of liability in this matter. There is no question of that. The State has
never suggested that it might repudiate 1its liabilities in this matter,
nor have we cver suggested that we should countenance any such repudia-
tion. The onlv questions that have arisen are, first, whether the State
has any legitimate ground for claiming damages agninst either the
enntracting authonty. the Punjab Government. which carried out tha
engineering works or possibly against the Government of India. That was
one possibility. And the other possibility is that in the event of the
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project proving definitely unremunerative, we might have to approaeh the
position from the point of view of the State’s ability to pay. That, [
think, Honourable;, Members will recognise, is a definite practical fact
whi;:ln lgight have to be faced. 1 hope myself that 1t will not have to
be faced.

Now, Bir, on this whole question, I would like to say this. Severai
Honourable Members have said that we ought to be quick and clear up
the situation. 1 gave the House certain reasons why we had thought
that it might be better policy not to attempt to clear it up just
at present, but wait and see how prices were going to go up. I personally
think that we have been right in that. But when the time comes for
clearing it up, 1 think what underlies all the speeches from the other side
is this, that this House ought to have some opportunity of having a say
in any reconstruction scheme that may have to be adopted. Now, Sir,
it is difficult to say exactly what will ariwe, but I have no hesitation in
saying that we recognise that thic House, if it is necessary to write off
monies that have been advanced at the expense of the tax-payerg of
British India—if that should become necessary, this House will certainly
have a right to be consulted in the matter. and when any scheme - for
reconstruction does come along, certainly this House ought to have an
opportunity of expressing its views upon it before the Government commit
themselves at all. T trust that that will satisfy Honourable Members
as regards our attitude on this matter. I have already, by way of inter-
ruption, answered several questions asked by my Honourable friend, Mr.
Maudaliar, about our policy as tc what has been happening as regards
crediting the proceeds of sale of lands. @ My Honourable friend also
suggested that when the time comes for trying to arrive at some rearrange-
ment of this project which will be within the ability of the St.:ate to
meet, we shall have to take into account the possibility of delaving the
period for amortisation. I wish. Sir. that I could feel satisfied that that
method alone was likelv to meet the needs of the case. Obviously that
is one of the methods that will have to be considered.

Mr. B. Das: Will the Honourable Member kindly say what is the
amount received go far from the Bahawalpur State by sale 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 deal
of the land has been sold, though, of course, payaent 1s only madquln
:nstalments, and, at the present low level of prices, it is quite 1mpos§1 e
to recover the instalments. That is why the c:.tpltal.charge hast tiel:
mounting up. 1 think that is all I need say on this subjeet. I trlc;sr d]as-
the House will recognise that, as regards the two new l?ans u(ril eThe
cussion, we have been careful in the terms that we have 1m1’)os;ad.also bz
are good business propositions, and I hope that the House}:l wou s, be
convinced that, as regards the Bahawalpur position, we taxtrﬁ ngituatlon
to take any practica] steps that are necessary to prevelé- l e ifaatios.
getting worse. All that we have done is to delay t}'leh I;;L tl:vtlhe nreal
the financing of the problem. but on every thing which a elc s the ter
resulis we have acted promptly and I have no hesitation I:n ¢ alﬂ rgin a8
we have acted efficiently and that we have dealt with the matte 3
efficient and as businesslike a way as possible. (Cheers.)
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Mr. President (The Honourable 8ir Shanmukham Chetty): The
question is :

“That a supplementary sum not exceeding Rs. 1,64,97,000 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 3lst day of March, 1934, in respect of
‘Loans and Advances bearing Interest'.”

The motion was adopted.

THE SUGAR (EXCISE DUTY) BILL.

The Honourable Sir George Schuster (Finance Member): Sir, T beg to
move:

“That the Bill to provide for the imposition and collection of an excise duty
on sugar be referred to a Select Committee, consisting of Diwan Bahador A. Rama-
swam Mudaliar, Mr. 8. C. Mitra, Mr. Muhammad Amhar Ali. S8eth Haji Abdoola
Haroon. Lala Hari Raj Swurup, Mr. Jagan Nath Aggarwal, Mr. Bhoput B8ing.
Lala Rameshwar Prasad Bagla, Mr. R 8. Sarma, Mr. A Das, Bhai Parmé
Nand, Mr. C. S. Ranga Iyer, Mr. F. E. James. Mr. G. Morgan. Nawab Major
Malik Talib Mehdi Khan, Sirdar Nihal 8ingh. Major Nawab Abmad Nawaz Khan.
Mr. G. S. Bajpai, Mr. G. 8 Hardy, and the Mover, with instructions to report
within seven days. and that the number of members whose presence shall be neces-
sary to constitute a meeting of the Committee shall 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 say 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 out by those interested in sugar manufacture. In fact, I
may say that there has been a campaign of some intensity deeigned to
create impressions on Members of the Legislature which T must say in many
respects I find to be most misleading. T do not think, 8ir, that ever in my
own experience have I come in contact with a campaign of this nature.
There is one Member of this House who ought to derive some satisfaction
from it and that is my Honourable colleague. Sir Frank Noyce, hecause T
feel that his revenue from telegraphs must have gone up substantially
during the last month. T do not know what has been the experirnce of
Honourable Members but I certainly have been receiving something like 20
or 25 telegrams a day.

Sir Hari 8ingh Gour (Central Provinces Hindi Divisions: Non-Muham-
madan): The same here.

The Honourable 8ir George SBchuster: There has been a curious similarity
about these telegrams which seems to indicate some common source of
inspiration. I may say, we have all had pitiful appeals from widows and
small shareholders who have invested money, very often borrowed money,
in the purchase of sugar shares, particularly in the Basti Sugar mills at
very high premiums and who are now threatened with ruin. 1 shall have
something o say about that later on. But what I want to say at the
beginning is this,

I must confess that it was with feelings of very great reluctunce, and only
after long and anxious thought that T myself proposed to my colleagues thin
measure as part of our financial programme for this year, because I realised
in many ways that it might be misunderstood and possibly that advantage
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:might be taken of it in ways which might be detrimental. I proposed it.
because, after weighing up all the pros and cons I came very definitely to
‘the conclusion that, however unpopular it might be, it was the right method,
—essentially right—at the present time. But if I had felt any doubt on
‘the matter, any hesitation about fighting this case, those doubts 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 which
1 have received.

Now, Sir, among these representations and criticisms, there are three
main points. In the first place, we have been accused, and I myself parti-
cularly. of breach of faith, in that we had promised certain protection to the
industry and that we are breaking our promises. Secondly, it has been
alleged that great hardship will be suffered by those who have bought shares
at high premiums, ofter; as I justsaid with berrewed money, and, thirdly,
it is said that we are dealing an unfair and possibly a fatal blow to an infant
industry.

Now, 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 subseribe to that charge. What the Government undertook
to do was to give protection, as recommended by the Tariff Board, to the
‘sugar industry. They undertook to give an effective margin of protection
of Rs. 7-4-0 a cwt., and it was implied that they might consider the recom-
mendation of the Tariff 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
‘money in the sugar business to forget that present conditions are more favourable
‘tnan those on which according to the recommendations of the Tariff Board they have
any right permanently to rely. For that reason 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 the present position.”

These words were used deliberately as a warning that the existing posi-
tion,<-the position as it then was,—was much more favourable than could
be permanently maintained and that the public should not be encouraged
into buying sugar shares on the 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
shares. In the first place, if the result of our proposals now has been to
.check a dangerous speculative movement, that is certainly in the interests
of the country, and that indeed was one of the definite motives which we
had in mind in putting these proposals forward, for that is just the sort of
thing that we want to stop. But if one looks at the market quotations, it is
raher surprising that prices have not fallen more than they have. Indeed I
‘myself should have expected to see a much greater fall and should have
considered such a fall as the necessary result of a step which, as I have said,
we 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 been made in sugar shares recently. My Honourable friend,
Mr. Mody, is not here, but he himself told me a story about one of the most
1prominerft sugar companies, one of the leading market counters in this
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matter,—the Belapur Sugar Company. He told me how, a few years ngo,.
a holder of fifteen thousand shares in the Belapur Sugar Company was tired
of holding non-profitable shares too long and offered them to the managing.
agents at a price of two rupees a share. The managing agents said they had
quite as many as they wanted, and so they did not buy. The holder of
these shares kept them for a bit and eventually the shares, which he
wanted to sell at two rupees each, he sold for Rs. 84 u share. And what is
the price today ? The price today is Rs. 186. And the record of these
shares also illustrates my other point. I find on looking back ut the list,
that those 'shares stood in January at about 164. They have now, after the
announcement of our proposals recovered to 186. That docs not look us if
our proposals had very seriously affected the market in shares. One could
go right through the list of all the prominent shares and find amuzing rises
in prices. Take the Cawnpore Sugar Company. Its shares stood in
February, 1931, at 9%; today they stand at over 80. Take the Champaran
Sugar Company. The shares stood in 1929 at 103; toduy they stand at 22§.
The Ryam Company shares in 1929 stood at 8§, today the price is 29¢.
Samastipur in 1930 went down to 4} 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 enarmous profits
must have been made by investors in sugar shares in India during the lash
two years as a result of our policy. And if these inflated prices were no
longer justified, surely this House would not take the claims of investors as
a reason for not proceeding with this measure. S8ir, 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, loses on
these 6,00,000 tons about 10 crores and 80 lakhs. Who gets these 10 crores
and 80 lakhs ? Where do they go? The consumer does not get any benefit,
but goes on paying the same price as he would pay for imported Java sugar.
Where does that money go? The greater part of it goes, of course, to pay
for the lesser efficiency of production in India as compared with Java, and
the balance goes in profits to those who invested in the sugar companies.
That is the reason why we have seen this remarkable rise in share 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
80 on; but the point that [ want to mnake is this, that the public of India
and the tax-payers of India have made a tremendous sacrifice. in order to
see this policy of making India self-supporting as regards sugar secured; and
it does not lie in the mouth of the manufacturers now to come 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 per cent. (Laughter.)

Now, 8ir, the third point is that we are dealing an unfair blow at the
‘P industry. a blow which will really endanger its existence. 1 think
" that that is a suatter which must be gone into on facts and figures,
and we shall be very pleased to discuss the facts and figures in Select
Committee But I can tell the House that we are quite satisfied after our
own inquiries that every reasonably well-managed concern can pay this
excise duty, can go on payving a fair price for its cane. and can pay very
good dividends to its shareholders. I do think it is of the most 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 have
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 our proposition may be quite all right as regards the old and well
established companies, but that the new companies that are coming on will
not have a fair chance; and that they will not be able to make a profit in
their 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 set aside a full sum for depreciation, to provide a margin for improve-
ments, to pay intercst on its cupital, and on the top of that to pay profits.
as well,—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 to ruin, and not meraly doomed to ruin, but it is doomed to a
process of encouraging inefficiency in manufacturing methods. Therefore,
Sir, it does seem to me to be, as I have said, of vital importance that the-
House should realise that position. I think, if I may express a personal
opinion, that the Tariff Board in all its inquiries has taken an extremely
generous view of what the manufacturer should expect in order to be able
to 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 mterea’t on:
his capital, and above that to make a profit as well_; and _I say that thai is
asking a great deal even in normal times, but, in times like the p?resent;r it
is a perfectly ridiculous proposition.

Now, there is another aspect of this matter. We were told—I was:
perticularly told this by my Honowautle fricnd, Mr. Ranga Iyer,—that
cne of the motives which T advanced for introducing this measure now was:
a particularly bad one, the motive that unless we did something now there
was a danger of overproduction in Indisa. My Honourable friend said:

“What is this talk of overproduction? There is no danger, there cannot be a
danger of overproduction : we will not be satisfied merely with supplying the Indian-
market ; ‘'we want to supply the empire market as well. That is the goal to which
we are looking forward.”

I entirely share my Honourable friend’s views in that respect. I
think it is » grand thing that the sugsr indusiry of India should look
forward to that as a goal. But if that is their object. then I say the worst
thing that we can do, as a means of ussisting them to that object, is to
allow them to become accustomed to a totally unnecessary measure of
pratection.  1f they are going to take {heir place in competition with other
_countries. in selling their goods in emnpire markets, ther they must increase
their efficiency enormously from the present standard. At present. as I
pointed out to my Honourable friend, they, in order to secure a position in
the Tndian market. will get under our proposals a margin of protection
representing something like 200 per cent ad valorem. If t.hey want more
than that, is there the slightest chance or hope that they will develgp their
efficjency. so as to take their place coripetitively in other markets? Ii;(:}:,
quite impossible. And that is the reason why I said in my Bu‘ll{gethsf’: k
that. taking a long view. our present proposals which would make the ta &
of the sugar manufacturers not quite so Iid]Cu]?USlV easy as it is at presen
is really in the interests of the sugar industry itself.

. : 5 : ill be the position of the sugar
T have snid that the question of \hot =2 ?s a mrt;cl’:ter which can be

manufacturers after this measure is imposed
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-examined in detail in Select Committee; but therc is one broad aspect of
‘the case that I want to put to the House. Here we are in India with
admirable natura] facilities. climatic and agricultural, for growing sugar.
We have an industrious, hard-working ngricultural populaticn which is not
-accustomed to large returns and is satisfied with small prices. We have
a set of new factories coming into the in:lustry. late in its development, so
that the general standard of equipment ought to be very high,—with no
‘old plants that have got to be replaced and  written off. Everybody is
equipped with the latest up to date machinery. We have got cheap
labour, cheap cupital: and, looking forward, there are immense prospects
-of improvement in the position owing to possiliilities of improvement in the
quality of cane and in the methods of cultivation. All that is an untapped
margin for the future. Tf. in these circumstances, the sugar manufactur-
ing industry of India says: ‘“We camnot survive: this psor little infant
‘will not be able to grow to maturity unless you give it more than a 200
per cent margin of protection’’, if thai is the claim, then 1 think, on a
‘mere statement of the facts. it stands iiopelessly condemned.

There is another aspect. which T commend to the attention of Honour-
able Members who are interested in industrial matters. about this ex-
agperated claim to protection. T seem to have noticed in the last three
years a very remarkable change in the public opinion of India as regards
the protection of industries. The publiec is beginning to ask, what is the
cost to us for having this sentimental rleasure of saying that we are help-
‘ing to develop indigenous Indian industries and making India self-support-
ing? That is a question which is now often asked on the floor of this
House. I never heard it asked four or five years ago. People are
"beginning to count the cost; and if the manufacturing industries of India
get accustomed to making these exaggerated demands, then they run the
risk of making the whole policy of protcction stink in the mnostrils of the

_“public of Tndia. We have heard other cases argued—my Honourable
friend, Mr. Mody. whomi I now see in bis place, has fought a hard, and I
must say. generally a very fair fight for the interests of the industry for
which he speaks—but T would ask himn 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 ean to prevent, other industries making exaggerated claims
which are bound to react on public opinion ae regards this whole policy.
‘8ir. moderation in all things is a very good counsel, and taking a long
view, I commend that counsel to the rnnreser.tatnves of the sugar industry
‘who are fighting against this measure of ours today.

In all the representations that have come before us, there is one single
point in which—as a matter of logic uud as a matter of principle—there
seems to me to be a certain amount of substance. The only complaint
that has been made by the sugar manufacturing interests, which is, I
think, worthy of consideration, is this: they say: ‘‘Very well: let us
admit for the sake of argument that vou retain for ng the margin of pro-

. Yection recommended by the Tariff Boardi—Rs. 7-12) a cwt. But,
‘incidentally, owing to your having given us that margin, not by redueing
the import duty to Rs. 7-12-0, but by nnpos.r.g an excise duty on factory
produced sugar of Rs. 1-5-0, by your reducing the margin in that particular
way, you have set up an unfair basis of competition between the khandsari
manufacturers and the manufacturers of sugar who will be hit by this
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excise duty’’. That, as I have said, seems to me to be a perfectly good
logical point. There are many questions of fact which have to be investi-
gated before one can pronounce judgment on a point of that kind, and I
must say that the evidence that we nave received irom the sugar manu-
facturers on the one side and from our own, may T call them, disinterested
advisers, on the other, is extremely conflicting. But that is a point,
obviously a suitable point, for discussion in Select Committee. 1 only
mention that to show the sort of things which we may have to consider in
Belect Committee. 1t is a case which will have to be gone into very care-
fully indeed.

That is all that T need say, T think, on the measure at this stage.
BRefore T close. T would only like to ren.ind the House thar this measure,
of course, stands as part of our financial programme as 2 whole. and the
programme that T have put up this sear, although it is ircluded in three
different measures, is essentially interconnected. If I lose one piece in
the plan, then. 1 am airaid, the whol» progrimme goes: T hope that the
House will consider this particular mieasure with those cunsiderations in
mind. Sir. T move.

Mr, President (The Honourable Sir Shanmukham Chetty): Motion
moved :

*“That the Bill to provide for the imposition and collection of an excise duty
-on sugar be referred to a Select Committee, consisting of Diwan Bahadur A. Rama-
:swami Mudaliar, Mr. S, C. Mitra, Mr. Muohammad Aghar Ali, Seth Haji Abdools
Haroon, Lala Hari Raj Swarup, Mr. Jagan Nath Aggarwal, Mr. Bhuput Sing,
Lala Rameshwar Prasad Bagla, Mr. R. S. Sarma, Mr. A, Das, Bhai Parmi
Nand, Mr. C. S. Ranga Iyer, Mr, F. E. James, Mr. G. Morgan, Nawab Major
Mulik Talib Mehdi Khdn, Sirdar Nihal Singh, Major Nawab Ahmad Nawaz Kbhan,
Mr. G. S. Bajpai. Mr. G, S Hardy, and the Mover, with instructions to report
within seven days, and that the nubmer of members whose presence shall be neces-
‘8ary to constitute a meeting of the Committee shall be five.” .

Mr. M. Maswood Ahmad ()’aina and Chota Nagpur cum Orissa: Mu-
hammadan): Sir I beg to move: .

““That the 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 Mstin Chaudhury).]

Sir, in this connection I should like to point out in the first place that
these factories are nowadays making huge profits. It cannot be denied that
some 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 msade as much as 200 and even 300 per cent. profit as has been stated
by 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 pitisble. Wages are 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
to the labouring classes and which are provided in all advanced civilized
countries, are absolutely denied to the poor labourers in these sugar factories.
I am sure, nobody will be able to challenge this statement of mine.

At the same time, the attitude of the factory 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 maund for their cane to these growers, while, in the pamphlets:
which have been circulated to Honourable Members of this House by the:
Sugar Mills Associstion, at several places thev have calculated nine annas
to ten annas a maund as the price that is paid to the cane growers. They
have 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. Than,
Managing Agent, the Saraswati Sugar Syndicate, Lahore, and it is stated
here that, in the western U. P. they had acute competition amongst them-
selves for supply of cane with the result that the price of cane has gone up
bevond all expectation, and that some of the factories in the Meerut Divi-
sion are now getting cane at the cost of nine or ten annas per maund at
the factories. But, Sir, I have explained to the House that these factory
owners never paid more than six annas a8 maund for their sugar cane. I
say it from my personal experience of many fuctories. Many people, who
have discussed here this question with me for taking the sugar cane from
those parts of Bihar where factories have been destroyed,
have told me that it is not possible to get sugar cane
at the site of the factories 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 factory owners have with me, they have told
me that they could not possibly afford to pay even 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 paying a better price to the cane
growers, that they are paying as much as nine annas and ten annas per
maund, whereas, as a matter of fact, 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 was purchased at four annas a maund, there
was a time when the cane growers sold their cane even at the rate of three
annas a maund, and this price was paid, not because the millowngts were
losing, but it-was paid deliberately, because in those days, us I said, some
of the factories were making as much as 200 per cent profit. Sir, when I
look at the whole situation. I feel that the factory owners have not treated
the cane grower fairly and justly. They have not treated the labourers justly
and sympathetically, and that these factory owners have donc everything in
their power to the detriment of the intercsts of the poor labourers, and the
cane growers for their own profit. They have resorted to coercion and other
things to profit themselves.

Now, Sir, I feel that Government should look into all thesec matters
seriously, but, at the sume time, it also should be remembered that when
protection was granted to the sugar industrv, certain undertakings were
given by the Government to the factory owners. Though myv Honourable
friend has said that there is no breach of faith in imposing this excise duty,
I regret I cannot agree with him. If I assure any party tgat T will buy cer-
tain things from him and that I wili give certain facilities, and, on that
understanding, that party spends not only thousands and lakhs, but crores
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 that any one in this
country or anywhere else in the world will congratulate me.

The Honourable 8ir George*8chuster: Is my Honourable friend suggest-
ing that what we are proposing now is not consistent with the original plan?

Mr. M. Maswood Ahmad: 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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The Honourable 8ir George Schuster: They were promised a measure of
protection of Rs. 7-4-0. They are given a measure of protection of Rs. 7-12-0.

Mr. M. Maswood 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 was for 15 years, and you will see that this industry
is not protected by that amount. When the protection was given, it was
Rs. 7-4-0, and with the surcharge of 25 per cent. on this, it went up to
Rs. 9-1-0. This surcharge is not for 15 vears; it may go at any time as
soon as the financial position of the Government becomes better. This is a
temporary relief, and it cannot be counted upon.

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

Mry. M, Maswood Ahmad: Might I understand from my Honourable friend
that this surcharge of 25 per cent will remain on sugar for 15 years®

The Honourable 8ir George Schuster: 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 accepted by the Government of
India. We are not going to reduce that difference

Mr. M. Maswood Ahmad: T am glad that my Honourable friend has ex-
plained the position of the Government, and it may satisfy many of us
to & 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 msy consider it. Nowadays,
sugar is made in villages by means of three processes. One process is the
open pan system. They make what is called gur and rab in my part of
the country, and from these they make sugar which I may call brown sugar.

* 8ir Hari Singh Gour: Jaggery.

Mr. M. Maswood Ahmad: T am glad to learn a word from my Honour-
able friend, but T will still use the word gur, as it is called in my part of
the country. This was being prepared without any proteetion or any pro-
tective duty. Whatever changes may take place, the definition of a factory
should wnot be changed to affect 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 the definition of a factory, so as to include
this, will go sgainst the agriculturists. I want an assurance from the Gov-
ernment that they are not going to affect this industry.

8ir Harl Singh @Gour: That assurance is in the Bill.
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Mr. M. Maswood Ahmad: I admit, but certain millowners are trying’
to change the definition in a way to include this process also. Hence I want
an assurance.

The other process is that in small villages, those agriculturists, who own
50 or 60 acres, cultivate sugar cane, and, by means of crude oil engines, they
work small centrifugal mills and prepare sugar which is used for themselves
or for their relatives. That sugsr does not go outside the village and does
not get into towns. These villagers prepare a sort of inferior sur-+ with
these centrifugal machines, and that is used by the villagers alone. They
do not use the vacuum pan system; rather they use the open pan system.
The main difference between vacuum pan system and open pan system is
that in vacuum pan system the juice is boiled at a low temperature on
account of the vacuum, and it evaporates at a lower temperature very
rapidly, and, on account of this evaporation at a lower temperature, the
crvstals 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 takes more time for evaporation. and. on
account of more heat and more time, the trouble is that the erystals of
sugar change into glucose, and. in this way, a large quantity of molasses .
is taken, and a very small quantity of sugar is. really. amailable' by means of -
this open pan system. As there is absolutely no profit in this open pan
system and as this sugar is not sold in town markets -and as 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 alt those factories
where sugar is made by me&ns of the open pan system should not be
treated as factories. Rather, those factories are small ones and there should
not be any excise dutyv on this sugar, because the result of this taxation will
be that this local industry, which is in the hands of small and petty agricul- .
turists. will vanish and will be ruined for ever. These-Millowners ‘do not*
want that there should be any.small centrifugal factories in villages, so
that ther mayv make more money and they mayv purchsse cane at any rate
thev desire. So they are trving to get rid of this. and they want to add
certain words that this clause should operate on those factories as well, but
Government should be cautious in this, and T will suggest that some word
should be mentioned here that reallyv the faetories. which are fectories,
should be taxed and that this cottage industry should not be taxed at all,

[At this stage. Mr. President (The Honourable Sir Shanmukham Chetty)
resumed the Chair.]

Then, I come to the consumers’ point of view, and, in this connection,
T want to say that consumers are suffering nowadays to a very great extent.
There arc already 80 many taxes on these consumers. They are overtaxed
nowadays. Had these taxes been for the benefit of the revenue only there
wonuld not have been much objection, but my Honourable friend has rightly
said that there is discontent amongst the people of this country now. Gov-
ernment introduce Bills for protection everv month, but there is great dis-
satisfactfon in this connection. Government should be cautious in this
matter. You will find the rate at which the sugar which eomes at the port
from outside India after paying their taxes in their own country, after
paving the profits of the managing agents in their own country and after
paving the freight of the ship when it reaches our port. You will find at
what rate sugar is sold in this country bv means of protective duty and
really who is paving this large amount. Had there not been this protective
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duty on sugar, what would have been the rate? Is it not the cuse that
Government are forcing really the consumers to pay a large amount to-
these millowners? My Honourable friend says it is not correct. I say,
if thlisosugar.would have come import duty free, what would have been the
result ?

Seth Hajl Abdoola Haroon (Sind: Muhammadan Rural): The import
lg'l;} vy the Government have already levied before the passing of the Protection
1.

e

Mr. M. Maswood Ahmad: What is the difference between the import
duty and the protective duty? My Honourable friend has forgotten that,
by means of protection duty, they have increased the import duty on sugar.

Seth Haji Abdoola Haroon: No.

Mr. M. Maswood Ahmad: If they have not increased the import duty on-
sugar, then, how do you say that the protective duty was levied on sugar ?'

An Honourable Member: It is only a change in name.

Mr. M. Maswood Ahmad: I shall be very glad to understand that when
my Honourable friend will speak.

Anyhow, in these days, consumers are paying so many taxes, and these
duties are not for the benefit of the Indian treasury, but it is for the
benefit of the millowners who, by some means, had got money at thé time
und who have invested money- in these factories, and by means of these
factories 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 want to refer to. It has been said by my Honourable:
friend, Sir George Schuster, that there is a loss of a large amount on
account of the import duty on sugar. There was a time when about 6,00-
lakhs . . . . '

Sir Hari 8ingh Gour: 10 crores, 80 lakhs.

Mr M. Maswood Abmad: . . . was the import duty at the time, and
now, where has this amount gone? They have not gone into the pocket:
of the millowner. I want to say that this amount has gone again to the
Furopean countrics. On account of the Government promises, without.
understanding their position, the millionaires of this country have spent
their monev and they have purchased their machinery at a very high cost,
and they were in a hurrv at that time that sugar factories should be
catablished in Tndin as early as possible, so that they might make money,
and so larze amounts have gone there. After considering this amount and
nfter considering the interest on this amount, vou will find that all tha
money is not going into the pocket of the millowners, rather, all have
gone to forcigners.

Yon will find from the ficure that the number of cane factories operating
in 193Q-31 were 29, in 1931-32, it became 382, in the vear 1932-33, i
became 57. and, in the vear 1933-34, it has become 134. and there is an
estimate that in the vear 1934-35, about 140 factories will be working in
this countrv. So. it cannot be denied that nowadays there is some
competition in this industry. In this connection, I wanted to ask the
(Government a question on one more point. viz., that they want to impose



3000 LEGISLATIVE ASSEMBLY. [20TH Magrcr 1934.

[Mr. M. Maswood Ahmad.]

the excise duty from the 1lst April, 1984. I want to say, Sir, that that
would not be just. In the case of many factories in this country, they
have the advantage of having greater railway facilities than others, and
also there are areas where more wagons are available. Such factories placed
in such fortunate position have been trying from the date of introduction
of this Bill to send their sugar away from their factories as rapidly as
possible, but that was not possible in the case of many other factories
not enjoving such easier wagon and other facilities and they could not
hurriedly send away their sugar before the 81st 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 factories 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
Teasons, 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 railway authorities, whom I have met in this conmection, 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 a
shor?e of wagons; and, at the same time, there is a great rush on the
‘Bombay, Baroda and Central India Railway too. All attempts were made
‘by the Bengal and North-Western Railway and other railwavs to borrow
a few wagons from the Bombay, Baroda and Central India, but it wag not
possible to get a sufficient number of wagons from these railways, because
thay too were busy and they too were short of wagons. 8o the Honour-
able the Finance Member should really consider this question, and I hope
my Honourable friend will also consult the Railway Department as to how
far these fagtories are in trouble at present on account of this shortage
-of wagons. As I have already stated, I again repeat that those factories,
which managed to get wagons in large numbers, are in a position at this
‘time to send all their sugar in their possession, and my Honourable friend
will not be in a position to tax those factories, but he will only be able
to tax those factories which are near railwavs, but do suffer from a shortage
of wagons and these factories will thus suffer to a great extent. 8ir, Gov-
ernment’s policy should alwavs be to be fair and just to all, and justice
should not fail. Any attempt on their part to tax a particular unfortunate
portion of the industry would not be justifiable and they could not he
congratulated if they did that. This question must be considered dis-
passionately by my Honourable friend.

Sir, a further point which T want to stress in this connection is that
‘the time for preparing sugar is now out, and what is the use of levying
‘this duty on these factories? The only result will be that vou will tax
onlv a few factories which are not in a position to send their sugar away
from their fzctories. hecause no sugar will be made in future for nearly
eight months in this countrv. Further, this measure will affect the
earthquake-stricken people of Bihar to a very great extent. The factories
‘there are not in a better position to utilise all the sugar-cane in those parts,
and, in spite of all attempts. they were not able to secure wagons to taks
sugar-cane to other factories out, and it is well-known to mv Honourabl:
‘triend, S.ir Joseph Bhore. 8ir, although the Chief Commissioner of Rail-
‘ways, 8ir Guthrie Russell, went to Muzaffarpur in this connection, and
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d he is now back, my information is that on other metre-gauga
railways also there is a great shortage of wagons and the sugar-cane cannot
be taken to the factories ab Sone East Bank and at Dehri rapidly, and
a larger proportion of the sugar-cane in my part will be used in these
factories after the 1st April. So, really, this tax will fall only on two

classes—one being those factories which have not been in & position to
gend their sugar away from their factories, and this taxation will fall

heavily on the shoulders of the Tirhut people and other people in my part
of the country who were not in a position to crush all the sugar-cane and
to send their sugar-cane to the factories, and this is a point to be con-
sidered in the Finance and Railway Departments. 1 say, the excise duty,
whatever they propose—I do not say what the amount should be—should

not fall on 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 yielding
large amounts to the railways, and practically these sugar-cane growers

four annas & maund. Once I had been

are getting about three annas or
in the Railway Department and consultad them on this question, and so

we tried to dispose of the sugar-cane in the Muzaffarnagar area and other
places, but we came to Imow 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 sugar-cane is taken to these two mills mentioned,

the return to the came-grower is only two annas.

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 con-
sidered only after this Bill is circulated for eliciiing public opinion. I do
not think Government will lose anything 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,
1935. That is the main season when all the factories are working ir this
country, and when you can expect any appreciable amount in the shape
of excise duty from these factories. I assure my Honourable friend that
if he will think over the matter at the Committee stage and 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 the 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
country is. Whatever my Honourable friend may say about the telegrams
‘whlch we have received, and my Honourable friend might say he has got
u':\forma.tlon from the C.I.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 same 'mformation through the Local Governments. Let them 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

connection.

The second point that I wish to make out, and on which I would 1
all the emphasis that I can command, is that these factories a.:eu reaﬁ;
making & huge amount of profit. That I have already said in the begin-

E

1 understan
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ning. You can check this huge profit by two ways. ‘One way is to
impose an excise duty and the other is to decrease the import duty on.
sugar which is imported from outside. You are to choose between these
two wavs. Now, who is to decide this question? My submission is that
this is a point which should not be decided only by us, but rather by the
public, and you can judge the opinion of the pub'hc only by circulating
this Bill. If you do not circulate this Bill, you will not pe ab!e. to koow
what the idea of the public is, whether they prefer the imposition pf an
excise duty on sugar or whether they like that the import 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. :

Mr. B. Das (Orissa Division: Non-Muhammadan): That is a wrong,
logic.

Mr. M. Maswood Ahmad: It may ba wrong, as suggested by my Honour-
able friend, Mr. Das, but I think that is the only solution of the difficulty.

Mr. President (The Honourable Sir Bhanmukham Chetty): I think the
Honourable Member had better bring his remarks to a close.

Mr. M. Maswood Ahmad: Sir, I have always accommodated the House,
5 P and I have always accepted your suggesion to be brief. My
*7 77 suggestion to the Government is that they should consider
these points. The first point is that 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
that only those factories should be taxed which prepare sugar by means
of 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.

Mr. President (The Honourable Sir 8hanmukham Chetty): Amendment
moved:

“That the Bill be circulated for the purpose of eliciting opinion thereon by the
1st of August, 1934.”

Mr. Ranga Iyer does not wish to mcve his amendment, and the next
amendment is substantially the 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.

The Honourable 8ir Brojendra Mitter (Leader of the House): 8ir, with
your permission, I desire to make a statement as w the probable course of
Government business in the week beginning April the 2nd.



STATEMENT OF BUSINRESS. 3003

You, Sir, have directed that the House shall sit for the transaction of
Government business 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 today’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
Matches (Excise Duty) Bill. These will be followed on Tuesday or
Wednesday, as the case may be, by the motion to 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 consideration and passing.
Thereafter, motions will be made to take into ccnsideration and pass the
Sea Customs (Amendment) Bill, the Indian Lac Cess (Amendment) Bill,
and the Negotiable Instruments (Amendment) Bill, as reported by the
Select Committee.

In addition to 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
2nd April, 1934.
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