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LEGISLATIVE ASSEMBLY.
Tuasday, 6th March, J949.

\ * .
"“The ‘Assembly ¥net in the"Agsembly Chamber of the Council Housa
at Bléyen of thé Clock, Mr. President (The Honmourable' Bir Abdur
Réhim)'in the Chair. = - ' S

MEMBER 8WORN.

- Mr. Douglas Colin Campbell, M.L.A.-'(Government of India: Nomi-
nated Official). ‘ Con

STARRED QUESTIONG AND ANSWERS:

(@) ORAL ANSWEES. -

254+*—264*, :
GRANT OF 4 WAR ALLOWANCE T0 GOVERNMENT SEBVANTS,

265. *My. J. Bamsay Beott (on behalf of Lieut.-Colonel Bir' Henry

Gidney): Will the Honourable the Finanée Membher please state whether

Government propose to grant a war allowance of ten per cent. of their

sularies to Government servants in view of the enhanced cost of commodi-
ties? If not, why not? ‘

The Honourable Sir Jeremy Balsman: No. The attention of the Hon-
ourable Member is invited to the speech of the Honourable the Railway
Member introducing the Railway Budget dor. 194041, pactididarly. to
paragraphs 23—26 'and 30 which are of gemeral applieation. -

RES0ISSION OF ORDER REQUIBING GOVEIRNMENT SERVANTS TO PAY TO GOVERN:
MENT ONE-THIRD OF INCOME EARNED BY THEM IN PRIVATE EMPLOYMENT.

268. *Mr, J. Ramsay 8cott (on ‘behalf of Lieut.-Colonel . Bir. Henry
Gidney): Will the Honourable the Finance Member please atate whether
Government propose to rescind the order which requires Government ser-
vants to pay to Government one-third ‘of the income earned by tham in
private employment during their spare time? If not, why not? - '

. The Honourablp Sir Jaremy Raisman: No. It has long been recognised
that Government have a right to a share of such fees. The relevant rule
rovides, however, for exemptions in special cases and Government consider
that this is sufficient safeguard ageinst its too rigid spplication.

Pr. fir Zsuddin  Ahmad; Will: this one-third-hd deduetad from.their
allowance and the expenditure will thus be reduced, or will it be supposed
to be a contribution to genersl revenues?

The Honoursble St fsxamy m It forms s contribution to general
revenues. A
 For thase questions and answers, sés pagee 901 to 909 of theso debates.
(893) A
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PAYMENT BY GOVERNMEMT Sievifrs of THE ENTIRE AMOUNT EARNED BY
THEM IN PRIVATE EMPLOYMENT.

267. *Mr. J. Ramsay Bcott {on ‘bebalf of Lieut.-Colonel S8ir Henry
‘Gidney): (s) Will the Honourable the Finance Member please state whether
it is a fact that Government servants are asked to pay into the Government
treasury thé entire emoluments earned by them in private employment
during their spare time and that Govemment subsequently refund .. two
thirds, retaining one-third?

(b) In view of the hardship entailed by the present procedure involving
considerable delay, do Government propose to allow Government servants
to retain two thirds of such emolyments and pay into the Government
treasury one third? If not, why not?

The Honourable Sir Jeremy Raisman: (a) and (b): Where a Govern-
ment servant is permitted to retain the entire fee, no payment is made into
the Government accounts. In othér casés ‘thé fees are usually paid by
private bodies to Government and not direct to the Government servant
and in any case as the amount of the fees and the respective shares are
not always known beforehand, the simplest procedure is for'the fees to be
peid into Government aceount first.and the share of the Government ser-
vant to be paid out later. However, orders have recently been issued that
where the amount of the fee and the amount of the Government share
are prescribed only the Government share need be credited into the treasury
and the balance may be paid to the Government servant direct.

MopEL HousING SCHEME IN THE ALLAHABAD CANTONMENT,

268. *Mr. Akhil Chandra Datta: (a) Will the Defence Secretary be
pleased to state whether it ig a fact that in the R. A. Bazar at Allahabad
Cantonment a model housing scheme was prepared sometime ago and under
that scheme the houses of poor people were resumed?

(b) Is it also a fact that the same land was given to a member of the
Cantonment Board who constructed blocks of houses on it for purposes of
renting out the same to the ‘people?

(¢) Is it a fact that the rent and premmm chatged from this member
were less than those at which others are given land in Allahabad Canton
ment ?

(@) Is it also a fact that after the land was given over to this member.
the so-called housing scheme was not adhered to?

(e) What steps do Government propose to take in the matter?

“Mr. 0, M. G, Ogilvie: (a) to (e). The information hds béen -called for
-and a reply will be laid on the table of the Housé in due’ course.” -
i
"NoN-EXTENSION OF THE BENEFIT OF Pnovmm Fuxp TO Mnm_u. Snnum‘s
oF THE CaNTONMM®T Boamps., - LT

269. *Mr. Akhil Ohandra Datta: (a) Will the Defence ‘Sbcretary be
pleased to state whether it 38 °a fact that-in the' Cantonment Fund -Servants
Rules framed by the Government of dndia, a distinction has been drawn
between menial servants and other servants of the Cantonment Board ?
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(b) Is'it a fact that the benefit of Provident Fund has not been extend-

#d to the menial servants?
(¢) What steps do Government propose to take ta remove this disparity ?

Mr. 0. M. G. Ogilvie: (a) Yes.

(b) No; the benefit does extend to mhenial gervants subject to the dis-
«cretion of the Board. o "

(c) None. - |

ALLEGATIONS AGAINST THE HEALTH OYFICER OF THE AGRA CANTONMENT
Boarp. oo

270. *Mr. Akhil Ohandra Datta: (a) Will the Defence BSecretary be
pleased to state whether it is a fact that rules have been framed by the
Agra Cantonment Board under which the Bazar Committee cannot
transact any business unless the Health Officer is presant?

(b) Ts it a f.t that the vpresent Health Officer of Agra Cantonment

Board has be.;: i.uling with the elected members in Cantonment in an in-
salting manner” _
(¢) Is it « fncy that all the elected menibers of the Cantonment Board

in Agra have resigned from all sub-committees of the Board except the
Bazar Committee? If so, what steps do Government propose to take in the
matter?

Mr. 0. M, G. Ogilvie: (a) No.

(b) Governinent have no reason to believe that this is so.

(c) They resigned last June but five out of the six withdrew their
Tesignations three days later. I have not been able to find out whether the
sixth also withdrew his resignation. The latter part of the question does
not urise.

SysTEM oF ARMY CONTRACTORS FOE THE SEBvicE or Brrrism Troors Dv
271. *Mr. Akhil Chandra Datta: (a) Will the Defence Becretary be
pleased to state whether there exists in India & system of Army contractors
for the' service of British troops stationed in ‘various cantomments in the
country ? ' '

(b) How many firms are registered with the Quartermaster General in
India as eligible for getting Army Institute contracts?

'(c) How many of these firms are actually holding contracts, and how
many are without any contracts at present?

(d) Are there any firms having more than one unit contrscts? If so,
what is the number of unit contracts held by various firms?

(e) Is it a fact that these Army Institute contractors pay a certain
amount of rebate? If so, what is its rate, and how -are the reeeipts
acoounted for?

(f) Is it a fact that membership of the Canteen Contractors Syndicate,
Limited, is a compulsory quulification of Army contractore? -

(g) Have Government contributed anything towards the share capital
of the Syndicute? o o

A2
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. (b) Do Governmant -‘dxeroise: any: . comtral omr:-ﬂae notivities of t.he
S} ndicate? If so, in what manner?

* iy 15 the Mandging Birector of thé Byndicate appomt-ed by Govern-
mant" If so, what is his pay and a].lowanc,es"

AT IS VIS
(i) Is the pay and allowances of the Msnagmg D,l,ractor paid by Govern-
ment‘? If 8o, from what funds? -

(k) Has any Indian been appointed to the post of ~the . Managing:
Dn-ector? If not why not?
TV o
Hr 0. H. G. Ogﬂvio. (a) Yas

(c) 88 ﬁ!’ms hold contracta, and 60 firms do not.

(d) Yes. 52 firms hold one contract. The remaining 81 firms hold om
'au average four contracts each.
(e) Yes. The rate of rebate is settled between the Commanding Officer

of a unit and the contractor and it varies in each case. The receipts are-
“accounted for in the “Institute Fund Account’ of the units.

(D) Yes.

(g) No.

(h) Yes, general supervision relating to all matters connected with the
institute. B

(i Yes. His consolidated pay is Rs. 3,000 per mensem.
() Yes. From Defence Bervices Estimates.

(k) No. 8o far there have been only two managing directors and the
persons who were deemed best qualified for the post were not Indians.

‘Pucmu OF THE Bnman Inimy Bazar oF ALLAHABAD CANTONMENT'
OUT OF BOUNDS i'on Tnoors

972, *Mr. AWhi Chsodra Dasta: (s) Will the Defence Secretary be
pleased to state whether it is a fact that the British Infantry Bagzar of
Allahabad Cantonment was placed out of bounds for troops in 1986 and
continues to be so till to-day? If so, why?

(b) Is it also a tnct. that, as a result of the ‘out of bounds’ order, no
soldier comes, to the Bazar and the shopkeepers are depnved of their
trade ?

(c) Is it & fact that this order was issued because the father of a local
congressman who hoists national flag at his house, has a shop in the
Bazar?

Mr. 0. M. @. Ogilvie: I am ocolleeting the information snd will lny it
on the table in due course.

Mr. MM(‘E»HW&&:AMI&RM The snswers 4o the
N;xx two questions will be laid on the table as the quots, of the Honourable
mber has been exhausted.
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Monorot.r oy Tunn or ‘an'iu UnNris HELD BYT AW INSMTUTE
GG ERAREES: '_vx‘r WWBS-{ -S.d., ﬁ. TLITT Y .'.'M‘ ("TS

1273. *Mr. Akhil Ohandra Datta: (a) Will the Defence Secretary "be
Eﬂaeed to state whether it'is- a fact that the Armay - Instltute -comtractors

@ & monopoly of trade of Beitibh- Units?2:- « ...

(b) Is it a fact that in order to attract trade fot ‘the. Im!htute contrac-
tors, civilian bazar areas are often placed out of bounds by the Military
Officers Commanding? IR

(c) Is it, also a fact that by placl the e:vnlmn bagzar out of boundl
practically no trade goes to bazar ‘traders?: N

(d) Is it also a fact that a system of Blue nghts or credit coupons is
snforced in somé of the British Units in India?

(¢) Is it & fact that on acéount of this system the Atmy Institute
comtragtors practically. get all the. pay oi the soldiera and not.hmg remains
for them to spend outeide? ¥ Can

. Mr. C. M. Q. Ogﬂvle: (u) ‘Institute contructora of Bvitish units are
given a monopoly for the supply of certath goods required for esnsumption
by the troops, to wit, all articles for messing for juriér Non-Commissioned
Officers and men except articles supplied by Royal ‘In@ian Army Service
Corps, Military Farms Department and Contract Dairies. This is in accord-
ance with Rule 46, Institute Rules, uindMs, ‘29880 1i2 «ida: v B ef Y

(b) No. B
(c) This does not arise.
(d) The system is in vogue in some units but it is not enforced.. Where

it is In use the value of the tickets is normally restricted to 'Rs per
British other rank per week. :

(e) No.

\ ;

EMPLOYMENT OF SERVANTS mouan Oanmomm IN Bmmsl Ums

1274. *Mr. Akhil Ohandra Datta: (a) Will the Defence Secretary be
pleased to state whether it is a fact that tailors, mochis, dhobees, barbers
and bodt-boys are employed by ‘the British' Units in Tndis ‘through! con-
tractars, who are required to pay a certain amounmt - of @onthly 3ebate
to the Regimental fund?

.(b) Is he aware that the contractors through whom the vanous ser-
vants are employed charge big middle-man’s profit from the workers like
wmochis, dhobees, barbers and i:oot -boys? N

(c) Is he also aware that, in order to obtain maximum profits, the
contractors import various kinds of servants from outside to the detriment
of cantonment residents?

(d) What steps do Government propose to take in the matter?

Mr. O. M. @. Oglivie: (a) to (d). I refer the Honoursble Member to
‘my answer to starred question No. 880 asked by Mr. Mohan Lal Saksena on

the 14th February, 1889, on the same subject.
"¢ Answer to this question laid on” the _tib?e, the questioner ‘biving exhausted
his quota ' ' ST )

-
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- PROMOTIONS TO ASSISTANT'S GRADR. 1 THE HOME DEPARTMENT. .. -
275. *Mr. Umar Aly Shah: Will thé Honourable the Home Member
please state:

() the total strength of she ﬁrsb second and thu-d d.msxon clerks,
separately, in the Home Department. ag it stood on the 1st:
o .- May,- 1980;

(b) the number of vacancies bhat oteurred in the ﬁrst division since-
1st May, 1980; N

(c) the’ number of new posts; that’ were created in, the first divisiom
since 1st May, 1980;

(d) the number of vacancies in the first division which were filled
by promoting either second division or third division clerks;

' ‘(e) thé number of vacancies which were filled by sappointing out-
siders through the Public Service Commission or the Home
Department, as the case may be; and

(f) in how many cases a departure from the fifty-fifty per cent. rule
was made in filling up the vacancies which occurred since
the 1st May, 1980?

The Honourable 8ir Reginald Maxwell: (a) 25, 27 and 11 respectively.
(b) Vacancies in 16 posts of which two were abolished.

(c) One.

(d) Ten.

(e) Five.

(f) Under the orders in force during the period 1st April, 1930, to 31st.
March, 1986, two-thirds of the vacancies in the First Division were filled
by promotion. Thereafter, the fifty-fifty per cent. rule came into operation
and has since been observed.

PROMOTIONS TO ASSISTANT'S GRADE IN THE FINANCE DEPARTMENT.

276. *Mr. Umar Aly 8hah: Wiil the Honourable the Finance Member
Please state:

(a) the total strength of the first, second and third division clerks,
separately, in the Finance Department as it stood on the 1st
May, 1980;

(b) the number of vacancies that occurred in the first division sincer
1st May, 1980;

(c) the number of new posts that were created in the first divisiom
since 1st May, 1980;

(d) the number of vacancies in the first division which were filled:
by promoting either sesond division or fhird division clerks;

(e) the number of vacancies which were filled by appointing out-
siders through the Public Service Commission or the Home
Department, as the case may be; and
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(f) fn ‘how many '0sés a departure from the fifty-Bity' pér tent. rule

was made in filling up. the vscancies: which oocurred ginoce

' the 1st May, 1080? : :

The Honourable Sir Jeremy Balsman: (s) 36, 35 and 12'respectively;

!b) 123; I '
(c) 14 (two of these have not yet been filled); = "

e i

[

(d) six second division clerks; '
(e) eight;

(f) Finance Department was bound by the 50/50 rule rqferréa ‘to by
onourable Member only up-to October, 1836. In view of the highly

specialised nature of Finance Department’s- work it was recognised that
methods of recruitment considered suitable. for other - Departments were

not

necessarily appropriate for Finance Department. Since.the above date,

therefore, the 50/50 rule has no longer applied to Finance Departmeas.
While it was in force there was no departure therefrom.

PROMOTIONS TO ASSISTANT'S GRADE IN THE DEFENOE Dnnnmjiﬁ'r.
277. *Mr. Umar Aly Shah: Will ¢hé Defonce Seoretdry pluase state:

(a) the total strength of the first, second and third division clerks,
separately, in the Defence Departinent us it stood on the
1st May, 1980; :

(b) the number of vacancies that occurred in the first division sinee
1st May, 1980; '

(c) the number of new posts that were created in the firet; division
since lst May, 1980;

(d) the number of vacancies in the first division which were filled
by promoting either second division or third division clerks;

(e) the number of vacancies which were filled by appointing out-
siders through the Public Service Commission or the Home
Department, as the case may be; and

(f) in how many cases a departure from the fifty-fifty per cent. rule
was made in filling up the vacancies which ocourred since the -
1st May, 1930?

Mr. 0. M. G. Ogilvie: (a) First Division—82.
Second Division—38.

Third Division—186.

(b) Nine.

(c) One on the scale of pay of Rs. 200—10—400.
(d) Four by promotion of Becond Division clerks.
(e) Fiye filled by the Home Department.

(f) None.
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. RECETITWENT OF ‘MUaLIMs IN- 7HR Immmmm Buaravw;

a8 gy, H. A S#thir M. Peagk Saft (orf' bé au of ' Khan Bahadur
Nawab Siddique Ali Khan): (a) Will the ‘HWhnouttible ‘the Home Member
kindly state the total strength of the ministerial staff employed in the
Intelligence Bureau?: SPURTIVR - YIRS AR SRIPETH ) - SR

(b) What is the present proportion of the Muslims in the different
cadres including Superintendents in the Headquarters and in the suBordxn-
ate offices in the Provinces? v

(c) What was it.before the 1st May, 1985? ” ST

(d) How many new appointments have been made in this of‘ﬁ(.e since
May, 1985, and how many Muslims have been taken in differéfit grades?

(e) How. many departmental promotions have been mbde jn this pffice
slpce May, 1935, and how many Muslims have been promoted ? o

"(f) 18 it & fact that non-Muslimg. with inferfor qualifeations: brave
been promoted and Muslims have been 1gnored? I so, why?  -°

(g) Is it a fact that for the past seven or mght yeats no Mushm has
béen appointed in this office direct in the Agsistant’s grade? If 69, why?

(h) Is the Honourable Member prepared to look into these matters of
this office? ,

JE RPN

- /fhe Bauoureble Sir Baginald Maxwell: (ay 137. arw B YT
.~:(b) and (c). I lay.on the table a statement giving- the requued informa-
tion.

(d) 82. 21 Muslims were taken in different grades, namely, one as an
assistant, 16 as third division clerks, and four as stenographers.

(e) 27. 7 Muslims were promoted. e

(f) No. .

(g) During the last eight years only one permgnent; and five temporary

posts of assistant were filled by direct recruitment. A Mushm wus
eppointed to one of the latter. :::

()’ The $ritbrmation futnistiél Hbove indicates that the iﬁterests of the
Muslims in the Intelligence Burcau are already. adequately protected.

Statement showing the proportion of Muahma in the different codre; at lhc Headquarters
and in the subordinase offices of the Inldhgenoa Bureau. -

(0) On st Februsry, 1940— Per cent.
Superintendents . . . . Nil.
Assistants . . . . 25-9
Clerks, Becond vamm ol g 0
Clerks, Third Division. . - e 3¢ -
Stenographers . . T ) I -

(44) On 30th April, 1935— s
Superintendents . (N « - N
Assistants . . . . . . . 27-8
Clorks, Becond Dividlen . . . . .l . i g
Clerks, Third Division. . P LT gelY

Stenographers . . . . . . . . . 0
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-

RECBUITMEST OF STAFF AND Pﬁégdnqxs IN THE Stmj.)'z DEPARTMENT.

254. *Maulvi Muhammsd Abdul Gdsni: (s) Will, the . Honoumble
the Leader of the House k}indlyiswte whether Assistant Director (now
Under Secretary) Administration, in the Supply Department has been
reported upon as ‘‘communal-minded’’ in any of his previous repbrf,s?

""" (b) f the answer to part (a) be in the affirmative, will Government be
pleased to state the circumstances under which he was placed in chargh
©f recruitrment? . - R o e et
*! (¢} How many persons have béen; recouited dn:thie Marigue ;grades;gince
he took vy administration work and'how many rof them . are. Muslims?. 1
" (d) ¥as the attetition' of the Honourable 'Member béen drawnm to ‘a
rilihg given by the Znder Becretary (Admiinistration) that the ‘Governmeart
ot Iridia, Home Departmént, orders regarding communal fepresehtatiohs
apply to existing as well as fresh récriitmertd #a”the Supply: Department
and not to fresh recruitments separately? If so, is this rulin iq, con-
formity with the spirit 6f tie ‘original”ordeére? e s‘«ffr |

(e) Will the Honourable Member be pleased to state: B

. (i) the number of third or youtine division. 4nen.rearvited in the
Third Division agd, subseguently. propuggd to higher jgrades

_ and how many of them are Muslims;” "~ | ° o

(ii) the number of clerks promoted as Assistants or taken direct :as

Assistents and how many of them are.Muslime; .. ., .
(iii) the number of clerks taken in as stenographers and how many
of thein ape Muslims; = '+ - cowW & sidv o Hl aat

(iv) the number of Assistants taken as As'sistabth anl’ how" man'y of
~ them are Muslims; Lo '
(v) the number of clerks or Assistanta subsequently, promoted pe
Superintendents or Assistants-in-charge. and tlhie dates from
which such promotions have been. sanctioned; .and. -

(vi) the standard for promotions to higher grades?

(f). Will the Honourable Member be, pleased. to state_.if qne. of the
conditions for recruitment to this Dep&rgxg:aqt_y@‘that a_candidate _must
at least be na graduate? Tf 80, will’ he'pleds® itate the nurnber of
Assistants, stenographers and clerks recruited since the Assistant Director
(now Under Becretary) took up recruitment charge and how' many ‘of thetn
ure graduates? Y B o

The Honousahle Sir Muhammad Zafrollah Xhan: (a), (b) and (¢). Tt
is not the practice of Ggvernmentto disalose the information conteined in
confidential . reporte on officers, I may say, howewer,. that, there is np
foupdation in these reports for the imputation made, nor has the officer

1b question been Pplaced in charge of récruitment.
(d) There is no such ruling.

. . 9l i . . AN Ll
+The meeting of the Assembly that was to be held on the 4th March, 1940, having

been cancelled, the answers to starred questions for that day were, in pursuance of
convention, laid on the h};lg‘__.gf the House doday,—E, of B ... . o

%01

-

31
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(e) (i) Five of whom twoiare Mysliag.: ;:.,°;/

(ii) Nineteen of whom three are Muslims.

{ili) Three of whom two are Muslims. "

(iv) Four of whom one:is a Muslim. S T
. (v) Four with effect from the 16th September.

(vi) Promotions are by selection.

(f) The snswer to the first part of the question is in the negative and
the second part, therefore, does not arise.

APPLICATION OF RATES oF PAoY RULES TO STAFF IN THE SUP]’LY DEPARTMENT.
- 255, *Maulvi- Muhammad Abdul @hani: Will the Honourable the
Leader of the House be pleased to state cases in the Supply Department
in which exceptions in matters of applications of rates of pay rujes were
melde? What special considerations were taken into account in granting

old scales of pay to those who entered service after July 1981 or have had
breaks in their service after that date?

The Honourable Sir Muhammad Zafrullah Khan: There are no cases in
the Supply Department of the nature referred to.

ADVANCE INCREMENTS GRANTED TO STAFF IN THE SUPPLY DEPARTMENT.

256. *Maulvi Muhammad Abdul Ghani: Will the Honourable the
Leader of the House be pleased to state the number of cases in which
sdvance increments were granted in the case of staff joining the Supply
Department, and special circumstances for the grant of such a treatment?

The Honourable S8ir Muhammad Zafrullah Xhan: There have been two
such cases and a third is at present under consideration. In euch case,
the scale on which the assistant in question joined the Supply Department
was different from the scale of the parent department, and was recruited
because of special knowledge or experience. Advance increments were
given, after comsultation with the Finance Department, to safeguard Lhe
incilmbent against existing or prospective loss in fitting him into the new
acale.

SuspeoTED CASE OF LEAKAGE OF INFORMATION IN THE SUPPLY DEPARTMENT.

257. *Maulvi Muhammad Abdul Ghanl: (s) Will the Honourable
the Leader of the House be pleased to state if there was a suspected case
of leakage of information in the Supply Department and the Government
had to pay more due to fluctuations of market?

(b) If the reply to part (a) be in the affirmative, was that enquiry
handed over to police for investigation? I¥f not, why not?

(c) At what stage did the information in queshon reach the Assistant
Director, Administration, and at what time the market went up?

(d) Do Government now propose to consider the proposal of inatituting
snquiries through police?

(e) What was the amount of losses caused to Government due to the

said leakage?

The Honourable Sir Muhammad Zatrullash Xhan: (a) No.
(b). (e), (d) and (e). Do not arise.
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ApsExae of Muariu OFEIONBS ¥ ¥HE. DERARRMANT OF, ERROATION, HEALTE
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258, *Mr, Nabi Baksh Ilahi Rakah RbuMo; . (a) Will the ; Education
Secretary kindly state whether it is s fact that no Muslim officer. bag bean
Hrought in the Department gince A&ril 1085, and that the only Mualipp
officer in the Department on that: date, who has been transferred to
another Department, has not been replaced by a Muslim?

(b) Is it & fact that in April 1989, the strength of officers, community-
wise, in the Department was as under:

Hindu. Christian. Muslim. - Total.

Honourable Member . . 1 e P v -1

Joint Secretary . . . 1 e e

Deputy Secretary . L . D DR 1

Additional Deputy Secretary. . . ' : 1

Under Secretaries . . . i 1 .3

Amistant Becretary 1
8 3 s ']

(c) What are the reasons for the total elimination of Muslim eficers-
from the Department? What steps do Government propose to take to
give due share to Muslim officers in this Department?

Bir Girja Shankar Bajpal: (a) Yes.
(b) No; a correct statement is placed on the table of the House."

(c) Officers are appointed to the Government of India Secretariat by
the Governor General in Council on the recommendation of the Selection
Board. The rules for communal representation ‘do not ‘apply to these
selections. ' C ’

Statement showing the strength ”ozho‘ﬂoan. communidywise, in the Dopcmlmu of

Eduocation, H and Lands, in April 1939.
Designation of | ‘Hindus. | Muslim. Eumpa.n* Others. |Total. Remarks.
officers. )
Becretary . . 1 . . .e 1
Joint Secretary . 1* 1 | *Remained in this-

rtment from
the 27th April to
the 30th June,

1939.
Educational Com- 1 1
missioner.
Deputy Becretary 1 1
Additional Deputy 1 1
Becretary.
Under SBecretaries 1 1 1 3
Assistant  Becre- 1t 1| tRetired on the
tary. | 30th November,
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AnsECE “ OF - MysLin Owwicité ‘1 'ra$’ ATTACHED OFfibEs 1o¥vHy
DEPARTMERT OF EpU0AYTON, - HEALTH AND,LANDS. '

" 989!-sMy. NéM Baksh  Hidht Bidm# Bhiutto: e Will' thié” Ed@odtion
"Becreﬁlry kibdlv ‘state if the following list of officers ‘in the Attached
Offices” of the Department of Education, Heslth and' Lands is correct? 1f
it is* 1ot correct, will Government kmdly ‘give correct figures: 1

'

Director General, Indian Medical Service—
Director Genetral - i b . 1
Public Health Commissioner . . . 1
Deputy Director General - . . . .. |
Assistant Director General

.. Deiputy Public Health Commissioner
Asgistant Public Health Commissioner .
Officer on Special Duty
Officer Bupervisor

Amsistant Secretary, Indmn Rmreh
Fhand. Amceistion .. . 1 . .- 1

Hihdu, Chtistian, Muelim. ' Total.

[ T I TR

B

Archeology—
Director General . . . | T A T Ot 2R
Deputy Direotor General . . ‘ 1 . s 1

j,mhuml Research Gouml [Impena}
" Couneil of Agrlcult.urll Reésearch)—

Chairman . . . . . 1 ..
Vice- Chmrm_an . . . . Parsi 1
Becretary . . .. 1 ..
Animal Husbandry Commuuoner . .. 1

Assistant A.mmal Huabmdry Commis-
sioner . 1

.. Agrioultural Commmoner . . . .. 1
Assistant Agricultural Commissioner

.

A

1

1

5 1 2 8
_Agents in Colonise . 4 1 5

——

(b) Is it a fact that in place of the European Agncultural Markat.mg
Adviser, a Hindu was appointed?

(¢) Is it a fact that in place of a Christian Superintendent of Edues-
tion, Delhi and Ajmer, a Hindu was appointed? )

(d) Is it a fact that in place of the Muslim Keeper of Records a Hindu
has been permanently appointed ?

(¢) What axe the reasons for the elimination of Muslims in the Attached
Offices of this Department? What steps do Government propose to give
due share to Mushm Officers in the Attached Offices of the Department of
“Eduoation. Health and Lands?
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«\Sis Gixja. Shaniar Bajpal: .. (a). A statement. giving: thas coreagt. desigr:
uatlon and comnhxmtlea of rthe -officers is-laid on tho tabdeca:t iy

(l;) “In 1988 the genior most. am;}ab!e “Provincial Director of Agrwur
ture, & Hindu, was appointed for a _period of about 3} months dl.l.;,l.nf
absence on leave of the permanent incumbent of the post of Agri turnl
Marketing Adviser who is & European. -

(c) Yes, in an officiating capacity for about seven months in 1939 dur-
ing the absence on leave of the permanent incumbent. v

(d) A Hindu has been appointed on contract for five yeats. H"e was,
selected by the Federal Public Service Commission. .

(e) It is not possible to apply & communal ratio to ‘posts reqﬂn’ing
special and technical qualifications. In mweking appointments to suéh
posts, however, the desirability of maintaining a balance between the
communities is invariabdy borne in mind.

Statement giving the number of officers, commundlywise in the oﬁau altac’ud to the
Department of Education, Health and Lands, in February, 1

Hindus. | Euro- Mus- | Others. |Total. | Remarks.
Designation. peans. | lima. ‘. . .

(1 (2) (3) (4) (5) (8) )

Office of the Director General, Indian Medical Service.

Director General In- 1. 1Y
dian Medical Sér- :
vice,
Public Health Com- 1 1
missioner with the
Government of In-
dia. e
D&‘ - g 1- 1 r—Beleetnn to these-
eral, Inm.m. ) 4. . = ta is made
‘Medical Bervice. TS T SR I A 3 rotn_ the Indian
Amsistant Divector | - 1 ) - 1 l. '..:\vbo.l.r"- ISOI‘-—
General, Indian . '
Medical Bervice
D?ut Public 1 1
. th
sioner J
Assistant Public 1 - .. - ‘Technical post.. -
sioner. '
Oficer on Bpsocial 1 . 1 %l‘uy_.l
Duty.
Officer Buperwisor . | O R R B ¥
Totel . s| s3] .. | .. s
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Statowent gicing the: wwmber , of ‘offieere; : sommunitywids jisb Ihdiefloee ¢ do e De-
pariment of Edswation, Health and Eands, in Februsry. 1040.
" |Ttiotes | Buro, | s |Others. | Toral | Reviacks.

Designstion.” "~ | peans. | lms. | ) R
m @ 3 ) ® | © (7
Office of the Direcior General of Archaology in India.

“Director General . 10 .. .- . A |

Dz:ntznl Diréctor ' 1 1

Assistant Buperin- 1 1
tendent. '

Total 2 1 3
Office of the Imperial Council of Agricultural Research.
“Vice-Chairman 1 1
{Parsi).

_Agricultural Commis— 1 . 1| The communal or-
sioner with the ders do nut apply
Government of to the recruitment
India. to these posts—

_Animsl Husbandry 1 1| Thepresent incumn.
Commisgioner with bents of  these
the Government posts were recruit-
of India. ed prior to the

Becretary 1 1| conversion of

o Iinperial Council

Assistant Agricultural 1 1| of Agricultural
Expert. Reaearch as an

office attached to

_Asgistant Animal 1 1 the Department of
Husbandry Expert. Education, Heslth

and Lands.
Total 3 _2_ : 1 6
(Parsi).
Agents in Colonies . 3 1 4

_ Orrice Hours oF THE INDIAN STORES DEPARTMENT.
- 260. *Xhan Bahadur Shaikh Fazl-i-Haq Piracha: (a) Will the Honour-

able Member for Commerce please state if it is & fact that the office hours
of the Indian Stores Department have been fixed at 9-80 a.M. to 5 p.M.
and that the members of the staff are ordinarily putting in late hours,
sitting up to 9 p.M. in some cases?

(b) Are Government prepared to take steps to lighten their burden by
increasing the number of clerks, or issue orders that no member of the
staff should stay after office hours unless specially asked to do so?

(¢) Is it a fact that the staff in the Indian Stores Department get the
same rates of pay as the people in other offices? If so, are Government
prepared to arrange to suitably remunerate the Indian Stores Department
staff in view of the late hours kept by them?

The Honourable Diwan Bahadur Sir A. Ramaswami Mudaliar; () [
understand that office hours have been temporarilv fixed between 9-80
A.M. to 5 P.M. and T am not aware that any one is required to work in
offiee -beyond: offiee - hours.- - - . -
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(b) The adequacy of stafl in regard to the: requirements of work is- re-;
viewed, as found necessary, by Government and I do not consider that
orders are necessary for the purpose suggested by the Honourable Member.

(c) The scales of pay in the Indian Stores Department are generally
similar to those applicable to similar appointments in other civil attachad
offices to the Government of India. The latter half of the question does
not arise in view of what I have said in answer to parts (a) and (b) of the
question.

PROMOTIONS IN THE INDIAN STORES DEPARTMENT.

261. *Khan Bahadur Shaikh Fazl-i-Haq Piracha: (a) Will the Honour-
able Member for Commerce please state whether it is a fact that wholesale
promotions have taken place in the Indian BStores Department? Will
Government please place on the table a list showing the number of the
people promoted ? :

(b) Is i* a fact that out of 40 men promoted to the First Division, only
-one is a ‘uslim and that out of 100 First Division posts, only four are
held by Muslims? If so, are Government prepared to take steps to re-
move the grievances of the Muslim members of the Indign Stores .Depart-
:ment staff and remove the paucity of Muslims in that Department?

The Honourable Diwan Bahadyr Bir A. Ramaswami Mudaliar: (a) |
place on the table a statement giving the information in regard to the
Headquarters office of the Indian Stores Department which alone is readily
available.

(b) Out of 30 promoted to the first division, two are Muslims, and out
-of 57 first division posts in all in the Headquarters office of the Indian
“Stores Department, five are held by Muslims. The Governinent of India's
general orders regarding communal representation apply to direct appoint
ments in the Indian Stores Department, not to promotions within the
Department.

} 8

List showing the of members of the staff of the Indian Stores Department
(Headgquarters ({ﬁu} promoted since the lot September 1938, :

No.
Class of officer. promoted to | Particulars of the posts to | Remarks.
a higher ap- which promoted. .
pointment.
~Gazetted Officera . . 4 To higher posts in the cadre.
Superintendent . . 1 Granted a special pay of Rs.
" 100 per mensem. .
Assistants . . 4 To officiate aa Buperinten-
o denta.
- Clerks IT Division . . 30 To officiate as Assistants,
1 To officiate as Stonogl’lphhr
- Clerks III Division . 40 To officiate as II Division
clerks. )
1 To officiate as SBtenographer, . -
Inferior sorvants ) 12 To officiate as daffadars, jama. |-
dars and duftries. .
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ANGES br MusLas o TEE DEranTMEwT OF Epvaamion, HERALTH AND
ECRTIE PR (H e b e LAD@y v L ear el i :
&_102I *Maulyi Muhammad Abdal' Ghani: ‘ (a) Will “the Education
Secretary kindly ‘state'if 'it i8 &’ fact that” the"Muslim Rights Protection
Bogtd, 'Laliore, ‘pointed '’ ¢ut to - Government 'in‘ appentix A ‘to their
fepresenitdtion that froti 1925 to"the dute'bf the representation, 21 mien
were promotéd or appointed to Division T in the Department of Education,
Health and Lands, of whom only one is a Muslim? Are these figures
correct? If not, what _8ye, the. gorrect /ﬁg_};;f?s?: e

~.{b)-Is it a fact that jn gppendix B tp their, ;e.rpgqx;tai';op,.,&hey gave
other instgnoes’ of 'diffe‘i'ejﬁ"ﬁ?é ti‘bitm@ﬁt@t@l} ‘merhbers “5f different com-
wunities in the Education, Health d4nd Lends Department? Are those
{pstances correct? Tt not, which' particular instance is wromg? '.

(c) Is it & fact that in appendix C the Board gave instanoes.of super-
eessions of Muslims by Hindys in the matter of promotion to posts of
Agsiatant Secrectary, Superintendents, Assistants, etc.? If so, to what
extent ig the statement. correct? .

@ :"Hss any Muslim béen promoted to any post superseding a Hindu?
If so, what is the name of the post? ' i

1 ' .-I—',:‘f TR . . ar i e “ L -
 Sir Gifjs’ Shknkar Bajpai: (a), (b) and (c). I would invite the
Honourable Member's attention to the reply I gave to his starred question
No. 225 on the 28th February, 1940. The representation was not address-
ed to this Department and I am not in a position to discuss its details.

- {(d) Yes, on  several occasions. The posts concerned were those of
Buperintendent; Secretary, Central Advisory Board of Education; Asaist-
ant, upper time-scale, and Assistant, ordinary time-scale.

PROPORTION OF DIFFERENT COMMUNITIES IN THE ])EPARTMENT OF EDUCATION,.
‘ HeavLTH AND LANDS.
263. *Maunlvi Muhammad Abdul Ghani: (s) Will - the Education
please state if it is ‘a fact that the Muslim--Rights Proteetion
Board, in their representation to Government last year stated that in
April; 1924, -the proportion of the different communities -in the Depart-
ment of Education, Health and Lands was as under:

a Per cent. -
Hindps amad Bikhs . . . . . . . 52:5
Muslims e e . . . . 298
Christians . . . . . . . . 18-0

(b) Is it & fact thet in June, 1087, the percentage was as under:

Per osmb.
Hindus snd Sikbs - . . . 72
Muslimg. . . . . . . 23
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(c¥ T6 it a Eact that betwebn thre period miertiohed sbove, office pro-
motions and recruitment of the various communities in the Department
m as un’der: et e THERE VOB T, Bila T 0 T T

" Per cent.
Hindus and Bikhs ? . . . . . . . 71
Muslims .. . . . . . .12
Christians . . . . . .. .2

(d) If the above figures are not correct, will thé Hondurablée Member
kindly give correct figures in each case?

Sir @irja Shankar Bajpai: (a) I would invite the- Honourable Mem-
ber’s attention to the reply just given by me to parts (a), (b) and (c) ot
his question No. 262.

(b) and (d). A statement showing the proportions of various commu-
nities in the ministerial staff of the Department of Education, Health and
Lands in April, 1924, and June, 1937, is placed on the table of the House.

(¢) The information required by the Honourable Member is heing col-
lected and will be supplied to the House as soon as it is available. As
the Honourable Member will recognise, a great deal of time and labour is:
involved in collecting this information. :

Statement shéwing the proportions of ihe various communitics in the Departmént of Education,
Health and Lands in April, 1924, and June, 1987.

Communities. April, June,
1924. 19317.

Per cent. Per cent.
Hindus . . . . . . . 45-24 62-10
Muslims . . . . . . . 27-38 25-26
Chnehml . . . . N . ' 21-43 6-32
Others e 6 e e e 5-95 632

PABTIAL TREATMENT OF, MusLms v THE DEPARTMENT oF EpvoaTtioN, HEALTH
AND LANDS AND ITS ATTACHED OFFICES.

264. *MitlVi Wuhkm#idd Abdal Ghani: (a) Will the Educatibn
Secretary kindly state how the: assurance of His Excellency the Vieeroy
to Mr. Jinnah that Government were fully alive to the necessity for
safeguarding the legitimate interests of mihorities, is proposéd to be
applied to the employees in the Department of Education, Health and
Lands .and its attached offices?

(b) Do Government propose to set up an inquiry committee with non-
official majority to inquire into the instances of partial treatment brought
to the notice of Government by the Muslim Righta Protection Board?

8ir Girja Shankar Bajpai: (a) The Department of Education, Health
and Lands and its attached offices observe the instructions issued by’ the
Government of India 91084 iréleting to “cdmmunal ‘represendatiofi in
gerviees. _ '
(b) The Honourable Member’s attention is invited to the reply 1 gave
to Mr. M. Ghiasuddin's starred question No. 988 on the 10th March, 1939.
‘B
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POSTS AND TELEGRAPHS APPROPRIATION ACCOUNTS.

The Honourable Sir Jeremy Raisman (Finance Member): Sir, I lay on
the table a_copy* of the Appropriation Accounts (Posts and Telegraphs)
1988-39 and the Audit Report 1989.

ES

BILL PASSED BY THE COUNCIL OF STATE.

Secretary of the Assembly: Sir, in accordance with the provisions of
rule 25 of the Indian Legislative Rules, I lay on the table a -copy of a Bill
to amend the Parsi Marriage and Divorce Act, 1986, which was passed
by the Council of State at its meeting held on the 4th March, 1940.

THE GENERAL BUDGET—GENERAL DISCUSSION,

FIRST STAGE.

Mr. President (The Honourable Sir Abdur Rahim): The Chair under-
stands, Mr. Aney has some suggestion to make in regard to the general
discussion of the General Budget.

Mr. M. S. Aney (Berar: Non-Muhammadan): Sir, I wish to make a
submission, and it is this. Usually the number of days allotted for
general discussion on the Budget is two, but this year they have been cut
down to one. I can understand why the Government thought it necessary
10 curtail the number of days from two to one, but I think it will be better
to stick to the usual practice of having two days, because the general
discussion on the Budget is generally taken as an occasion by all Members
of the House to refer to various administrative matters which cannot be
brought up for discussion in this House on any other occasion, and, there-
fore, a number of important questions are left untouchéd. In my humble
opinion, therefore, curtailment of the number of days from two to one is
somewhat injurious to the free and frank discussion of the entire adminis-
tration of the Central Government on this occasion. I, therefore, submit
that the Honourable the Leader of the House may again reconsider the
matter and accept our suggestion that the general discussion instead of
being confined to one day, should be extended to two days as usual.

Sir Muhammad Yamin Khan (Agra Division: Muhammadan Rural):
8ir, I welome the suggestion, and my Party whole-heartedly supports it.
Some Members of my Party had already approached the Government on
this matter. Even in the past when two days were allotted, some of us
could hardly cover the entire field within the 15 minutes time limit, but on
this occasion when the speech of the Honourable the Finance Member
lasted for over 1§ hours, it will hardly be possible to do full justice within

15 minutes . . . . .

The Honourable Sir Muhammad Zafrullah Khan (Leader of the House):
Today there will be more than three quarters of an hour extra because the
whole of the questions hour has not been taken up by questions.

- #Not printed in these debates. Copy has been placed in the Library.—E. of D.
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Sir Muhammad Yamin Khan: It will not be possible to do full justice
within 15 minutes . . . .

~ Mr, President (The Honourable Sir Abdur Rahim): The Chair allowed
15 minutes last year, when the Congress Party Members attended, to all
‘Members, and 20 minutes for Leaders of Parties.

. Sir Muhammad Yamin Khan: Yes, but this was too short, and it was
.agreed to because there was no other way out. But this year since the
.Congress Party is not attending, there is no reason why the number of
.days should be curtailed from two to one. Simply because a certain Party
has thought it proper not to attend the meetings of the Assembly, it is not
right to curtail the number of days for general discussion of the budget
from two to ome.

Mr. A. Aikman (Bengal: European): Sir, we have no objection to
‘having two days for general discussion.

The Honourable Sir Muhammad Zatrullah Khan: Sir, it is all very well
for Honourable Members to say that because more than half, I believe, of
the elected Members are nat present in the House it should make no differ-
.ence to the allotment of the days . . . . .

Mr. N. M. Joshi (Nominated Non-Official): Nominated Members have
as good a right to speak . . . .

The Honourable Sir Mubammad Zatrullah Khan: I have mnot denied
that. On the other hand, on the Government side very few speakers
intervene in the debate . : . .

Mr. M, 8. Aney: We are sorry for that. More Members ought to
intervene.

The Honourable Sir Muhammad Zafrullah Khan: Will the Honourable
‘Member permit me to go on? The usual practice is that very few depart-
ments come under criticism, and, therefore, the time is generally allotted
‘between Non-Official Members, and having regard to the absence of such
& large number of Members, on the average the number of speakers on
the .non-official Benches will have more time this year than in previous
years, and I do not think really there will be any hardship; also consider-
ing the fact which I intimated when 8ir Muhammad Yamin Khan was
speaking, there is today three quarters of an hour extra, over and above the
usual time because when the full House is in attendance the whole of the
question hour is taken up by questions. I may also submit that this
question was considered, and Goverument came to the conclusion that
the allotment of one day on this occasion would, on the average, afford
Parties and Members more time than they have had in the past for
-general discussion of the Budget. '

Dr, Sir Ziasuddin Ahmad (United Provinces BSouthern Divisions:
Muhammadan Rural): Sir, I should like to make only one suggestion .

Mr. President (The Honourable Sir Abdur Rehim): The Chair cannot
v allow it. The Chair has to fix the time, and following the precedent of



o2 fite T LMOISLATIVE ASBRMBLY 0 [5TR MAR. 1940
»[Mr. ‘President. ]. - T R TRTELE A
previous years, the Chair fixes fifteen minutes.time limit for Party Mem-
.bers, and, in the case of Leaders of Parties, 20 minutes, and, in the, case
‘of r%pll.gl by the Honourable the Finance Member, he will ave dne Hour—
the Chair does riot know if he requires more than that,-—or 1} hour if he
requires it. o '

Mr. T. E. James (Madras European): 'Before you proceed ~ with the
ordinary business, may I ask whether you wish me to raise the matter in
connection with which I have already addressed a communication to you
this morning at this stage or on a later occasion?

. Mr. Pregident (The Honourable Sir Abdur Rahim): | Tomorrow, the
Chair thinks, will be more convenient.

Mr, A. Aikman: Sir, before I comment upon the Budget proposals laid
before this House a few days ago, I should like to take this opportunity
to congratulate the Honourable the Finance Member on his able and lucid
review of the financial position of the country. It has been his misfor-
tune to take over his present responsibility at a time of great difficulty
and uncertainty; but it is India's good {ortune that at so critical
a time her finances should be in charge of & man who hus so early in his
tenure of office shown not only a masterful grip of the ramifica-
tions of the work of his important office but also a sympathetic under-
standing of the difficulties and requirements of industry and commerce.

Every budget has to be judged from two points of view, namely, from
the point of view of the needs of the Government in all its activities and
also from the point of view of the effect of taxation upon the tax payers
in general and upon the development of trade and industry in particular.

At no time is it more important to examine a budget from both these
angles than during a time of war since great as may 'be the financial
needs of Government, the effect of heavy taxation, hastily imposed, may,
in such circumstances, be far greater than it is at any other time. 1In the
financial year now drawing to a close, India is in a position in which she
is fortunate if not indeed unique among all countries in the world today,
for we close this year with a prospect of a substantial surplus. There we
are at the end of a year, during seven months of which the Empire has
been engaged in a deadly struggle the consequences of which no mian can
foresee: nevertheless, India is in a strong financial position, a fact that is
the most eloquent testimony we can lave as to the inherent strength of
her finanéial policy. It is a complete justification of the wisdom of the
financial policy pursued since 1982. That policy I know has been the

“subject of constant criticism but time has shown that it has been far-
sighted and the surplus with which the current year is expected to close is
proof of the most tangible kind in support of what I have just said.

In this connection, Sir, I would draw attention to the steps recently
announced to secure the repatriation of a substantial amount of India’s
sterling debt. The scheme which has been fully explained by the Honour-
able the Finance Member is in line with the policy that has been pursued
over A humbér of years and needs no furthet édtiment ‘from ms, though
I should like to sitly that the feeble attempt made by a section of the press
to criticise the method by which it is proposed to give effect to these
further steps for the repatriation of stetling debt déemb:t:2md eriMrely
miseotceived. Perhaps ‘it is put forward simply for reagons of blind and

”~
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obstinate opposition to Government. The more we examine our financial
position, the more is one convinced that it is second t0'hiont'"'in" strength
:and T would 'call the attention of the House 'to the high level of prices of
the Government of India’s sedurities which is proof ‘that financial ocircles-
in the ‘éountry shiare this' view. ' ' :

The Finance Member has warned us that the present European war
is not likely to be short. I share this opinion. It is the opinion that has
‘been expressed by Sir Neville Henderson whose particular position as His
Majesty’s Ambassador in Germany in regard to this problem commands
mmore than ordinary attention with his views. Whatever may be the strain
that this war will eventually place upon the finance of this country it must
be a matter of satisfuction that we commence ihe war period in such a
‘strong financial position. The additional taxation to be imposed in' respect
of the coming year is estimated to be approximately Rs. 7} crores though
‘the Honourable the Finance Member has warned the House that circum-
:stances may arise in which further taxation will be necessary.

In this connection I think I may say that all Parties will congratulate
the Finance Member on the success he has achieved in reaching a settle-
.ment with His Majesty’s Government on the principles to be followed for
-allocating between Indian revenues and the revenues of His Majesty's
«Government the expenditure arising from India as a result of the war.

‘Under the terms of that settlement India is to bear certain charges.
These are:

(1) u fixed annual sum representing the normal net effective costs
of the Army in India under peace conditions (and in this
expression ‘Army in India’ 1 take it is included the Air Force
and the Royal Indian Navy).

(2) an addition to allow for rises in prices, plus
. (8) the cost of such war 1easures as can be regarded as purelw
Indian liabilities by reason of their baving been undertaken
by India in her own interests, and
(4) u lump sum payment of one crore of rupees towards the extra
cost of maintaining India’s External Defence Troops over-
8eas.

It will be remembered that the Chatfield proposals stipulated that in
certain circumstances India must accept u share of the cost of her external
defence, und in arriving at its conclusions the Chatfield Committee were to
‘bear in mind India’s ability to pay.

Under the agreement arrived at, this important consideration would
appear to have been fully borne in mind, for it means that so far as the
prosecution of the war is concerned India’s contribution will be an annual
lump sum of one crore of rupees—a figure it will be considered, I believe,
well within the capacity of the country. '

The importance of the arrangement will not, I -hope, be lost upon
those who had reiterated so often the charge that the army in India is
maintained solely for Imperial purposes. No one, I think, will question
the truth of the statement that if the Allies should lose this war, the
calun:nty for India will be no less thfn for other parts of the British
Empire. In such circumstances tlie arrangement o successfully concluded
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with His Majesty’s Government in the matter of the allocation .of defence
oxpenditure is, in our opinion, generous. More especially is this the case
when one considers the large financial contributions towards the Empire's:
war efforts now being made by the great Dominions.

These countries’ ‘contributions are proportionately very much greater
than that at present suggested for this country, even after having takem
into oonsideration the fact that India’s defence charges bulk so largely iz
comparison even with her ‘combined central and provincial revenues—for
the amount of the proposed increase is.something like four per cent. of
these combined revenues: This generous agreement is further evidence of
the.partnership which exists between Great Britain and India on the pro-
blemn of latter’s defence.

-y, N .

So far as new taxation is concerned the position as revealed by the
Honourable the Finance Member makes it amply clear that the appro-
priation by the State of a substantial part of excess profits arising as a
result of war conditions as proposed in the Excess Profits Tax Bill is sound
and reasonable. I do not propose to say much on this point now, for the
House will have an opportunity later to discuss this Bill; but I may say
that with the added study which I have given to this matter as a member
of the Select Committee I cannot agree with those critics who say that
the estimate of the proceeds of the tax for the year 1940-41 is undeniably
low.

The taxation with which the Finance Member has proposed to meet
the deficiency, namely, the increased excise on sugar and motor spirit, are
burdens that in the circumstances command our full support. In this
connection, I feel it necessary to enter a caveat against the danger involved
in recurrent increases in existing excise. 1t canuot be forgotten that
there comes a point when, if the tax imposed on any commodity becomes
unduly heavy, the law of diminishing return will begin to operate. In
the case of motor spirit, the level of taxation now imposed must be
dangerously near that limit and in the case of the new sugar duties, it
must be remembered that the sugar industry has to bear not only heavy
central taxation but also taxation by Provincial Governments. This is
true of course also of motor spirit, but there, at least, the industry itself
is highly organised whereas the same certainly cannot be said of the sugar
industry. That industry as a result partially of conflicting policies
adopted over the last ten years can hardly be described as being in a
healthy state. It seems to me, therefore, that there is a case where close
co-operation between the Central and Provincial Governments is essential.
The problem of co-ordination in the matter of taxation between these
Governments faces all Federal States and is one to which my Group drew
special attention last year. I have no doubt the Honourable the Finance
Member has the point closely in mind himself but I should like to have
his assurance that in this as in other matters where the Provinces too are
concerned he will pursue a policy of close co-operation with Provincial
Finsnce Ministers, and Finance Members.

The tax-payers throughout the country will be grateful to the Honour-
able the Finance Member for his decision not to increase other direct or
indirect taxation this year, but he has quite rightly warned this House
that the necessity for further increases in both direct and indirect taxa-
tion may arise later.
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Finally, 8ir, I should like to say a word sbout tontrol of expenditure.
Since the sbolition of the Standing Finance Committee this House has to-
some 'extens: lost-such opportunity- as it ‘had for anything like e detailed
examination of ‘estimates of annual expenditure. Last year, the 'Honour-
able the Finance :Member’'s predecessor suggested that in place:of the old.
Standing Finance Committee there should be an Estimates Committee.
Unfortunately, that offer was not accepted by one or two Parties and the:
proposal was not proceeded with. I feel this was a mistake aft¢ I should
like to ask the Honourable the Finance Member if he is prepared to renew
his predecessor’s offer. Members of this House and our constituents in:
the country are anxious—especially at this time when expenditure is inevi--
tably rising—to ensure that a strict watch is maintsined over all expendi--
ture. I wish to make the very strongest plea for the re-establishment.
of control by a Committee of this House. The setting up of an Estimates:
Committee on the lines suggested by Sir James Grigg would, I believe,
give general satisfaction. I hope my Honoursble friend will see his way:
to accept this suggestion.

Mr. Akhil Ohandra Datta (Chittagong and Rajshahi Divisions: Non--
Muyhammadan Rural): Sir, I am sorry I shall have to speak in a different.
strain from that of my Honourable friend, Mr. Aikman. It appears to me
that for some years more, at least, Europeans in India and Indians will not
see eye to eye with regard to many vital matters. I hope the time is:
coming when we shall agree but it appears to me that that time is not yet..
Sir, in discussing the Budget the very first .question I want to examine is.
this: what is the scheme, what is the policy of this Budget, and, in the
second place, what is the foundation in fact of that policy and of that:
scheme? Now, the answers to both these questions we have got in the
very opening paragraph of the Budget speech. 8ir, my Honourable friend,.
8ir Jeremy Raisman, is a truthful man . . . . .

The Honourable Sir Jeremy Raisman (Finance Member): Thank you.

Mr. Akhil Chandra Datta: . . . and, with very refreshing candour he:
has made one statement in the opening paragraph of his speech which
gives a clue to the whole policy of this Budget. He has said that “‘the full
utilization of India’s material resources is an important element in ensur-
ing the victory of that cause on which alone rests the hope of our civiliza-
tion”’. The italics are mine. He has used the word “‘utilization’', he did
not use the word ‘‘exploitation’’. . That gives an insight,—the key to the
whole position. That is his view about the utilization of the resources of
India for winning a victory in the great war that is raging. Now, in answer
to that, I shall only quote the words of the Patna resolution passed the
other day by the Working Committee of the Indian National Congress.
They have said that ‘‘the exploitation of India’s resources in this war is:
an affront to them which no self-respect and freedom-loving people.can
aecept or tolerate’’. That resolution further says:

“Great Britain is carrying on the war fundamentally for imperialistic ends and:
for the preservation and strengthening of her Empire which is -based on the-
exploitation of the people of India. ..."

Now, S8ir, that being the policy of the Budget, that policy has inevi-
tably led to all these taxation proposals—the excess profits tax, first of
all, then the increase of rates and fares then the duty on sugar, then the-
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duty on petrpl. - Now what is the. foundation of that spheme?. .About ihat,
I will sgain refer to the first. paragraph of the Budgei speech whare my.
Honoursble friend, the Finance Member, hes talked: about .the eopnomic
position of Indis just before the outbreak of war.. He has said: - .

*a modestly improving rate of economic progress, restrained ‘by fear of the conse-
«Guencay of _myu‘l\ul ounﬁ;ruk of war, was l::lo&dtd. by what ,-\vyn almosat a tide of
¥or prosperity.” = .

Now, my complaint is that that is not a correct description of the stato
«of affairs, and in fuct this is contradicted by the Governor of the Reserve
Bank of India in the report of the Central Board of Diractors for the year
ending 31st December, 1939, in the followlpg words:

" “In Indis, a8 in Great Britain, the growing tension in the international situation
:militated against any sostained recovery. St

The Honomrable Bir Jeremy R&isman: ‘‘Sustasiped recovery''.
Mr. Akhil Chandra Datta: Yes,

“‘any eustained recovery in the first eight months of the year and the nervousness
‘which it engendered dominated the financial markets generally and almost nullified
‘the effect of other favourable factors such as a slight improvement in the foreign
trade position and a rise in the prices of certain commodities such as jute und sugar.
To this was added the depreesion in the prices of wheat and cotton and the diffi-
‘culties of the cotton textile industry, which has been experiencing one of its worst

;llﬁr;'lps owing, among other reasons, to overproduction and the increased cost of
labour.” i

That, I say, is a wrong aungle of vision from which has emanated all
these taxation proposals. Now, the question is—is this a deficit Budget
or really a surplus Budget? It has been presented to us under the mask
of a deficit Budget. The figures disclosed however show that this should
have been a surplus Budget. A surplus Budget has been converted into a
deficit Budget by the under-estimation of revenue. Now that has almost
become a chronic disease of the Government. Year after year there is
under-estimation of revenue. IRevenue was under-estimated in 1934-85,
1935-36, 1937-38, and 1939-40, but still this incurable disease has not yct
been got rid of. I cannot go into details. As regards revenue, in spite of
‘the revised estimates of the current year being about 88 crores and in
spite of the amount expected from the railway contribution, still it is
shown as 85 crores as the estimated revenue of the next year. This is
certainly an under-estimation. The reasons given by the Finance Member
in his speech (pages 12 and 13) are not at all convincing; this esrtimate is
not at all warranted by the improved returns of the last year and the lasi
twc months.

1 am sorry the limited time at my disposal does not permit me to
substantiate my proposition. Supposing, however, that the deficit is
real, the question is what is the remedy for it? To the Communications
‘Member, the obvious remedy was an increase in rates and fares. To tho
Honourable the Finance Member, the obvious remedy is an incraese In
taxation. Can’t you think of any other way than this? Why not resort
to economy and retrenchment? Why not abolish the Lee concessions®
Why don’t you tax yourself? Your own fat salaries are sacrosanct: they
.cannot be touched. ~You put your hands into the pockets of other people.
‘This is & bad habit. You must first put vour hand into your own pockets
and afterwards make a raid cn other people’s pockets.
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Now, 8ir, it would be a very interesti £ the t what was the
gtandard income of these gen'rt?{i;nien Beflg‘e&”&); iigc& F Eﬁcet‘ Tf un
-excess profits tax is imposed updn the excess profits that they had been
‘having all ‘thésé years, I do not ¥riow how they V{f‘ll_feglj_dbput it. = Suppos-
'ing again that the deficit is real gnd'is unpivoiﬂib‘e, n we must remember
‘it is not a normal deficit.  That being 8o, the question is how to meet it?
It is a fundamentally wrong policy to try to balance a war budget by
normal methods of taxation. An abnormal situation needs an abnormal
-solution and not ordinary taxation. If it is a war budget and if you require
extra 20 crores of rupees, then you cannot call it a deficit budget in the
-ordinary sense of the expression and you should not try to balance it by
‘taxing industry and commerce. Conceding for a moment that additional
‘taxation is necessary, the further question arises whether there is any
justification or necessity for all the taxes which have been proposed? They
‘have fired as many as five shots; Excess Profit Tax, Rage’s. Fares, Sugar
and Petrol, from which they hope to get about twelve crores. They are
-all inter-dependent sections of the same taxing statute. ~In fact, they are
«different chapters of the same tragic dramna. Now, Bir, the Excess Profits
‘Tax yield is estimated to be three crores. In 1919, we were told that it
‘was over nine crores. You must remember that the industries have been
by this time doubled if not trebled and the number of assessees is very
‘much larger now and you will have got both the super-tax and the Kxecess
Profits Tax. My submission, therefore, is that the Excess Profits Tax
‘alone should have been sufficient to meet the deficit.  After the Excess
Profits Tax, there is no justification for the increase of rates and fares. I
is a vicious lead for profiteering and a vicious example for inflation.  As the
Stateaman remarked, ‘‘it may be the beginning of a major disaster to the
whole country’ .

As regards the sugar industry, we have had repeated attacks upon this
‘industry for some time past and I do not know if this will be the last straw
-on the camel’s back. Sugar is sweet but the sugar duty is not. Petrol
-duty will hit the road transport industry. This is another instance of the
step-motherly attitude of the Govrnment towards this industry.

Now, Sir, another important feature of this Budget is the raid on the
provinces. The amendment of the Niemeyer awurd has resulted in the
reduction of the shares of the provinces. 1 think I can without much
-exnggeration say that this Budget is a raid on the provinces, a raid on
industry, trade, commerce, and agriculture and also upon the masses.

Mr. M. 8. Aney: Except the Government servants, everybody else is
-crushed.

Mr, President (The Honourable Sir Abdur Rahim): The Honourable
‘Member’s time is nearly finished.

Mr. Akhil Ohandra Datta: 1 want to say one word about the Posts
-and Telegraphs Department. ~We have one grievance about the rccent
changes in the telephone rates. The half rate is practically abolished and
the introduction of the system of urgent calls has nullified all facilities.
May 1 suggest that in view of the prosperous condition of that Department,
‘the old system may be revived?
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Sir Muhammad Yamin Kban: Sir, I was wondering whether to con-
gratulate the Honourable the Finance Member for surplus Budget or to
sympathise with him over the deficit Bnget which the irony of fate haw
conipelled him to present during the very first year of his office. I agree
with my friend, the Deputy President of the Assembly, that it is not a
deficit Budget but it is really a surplus Budget, if we carefully examine its
provisions. It may be that we have to provide some money an account of
certain conditions. If we take into account the extraordinary expenditure
which we have to meet on account of the war, then, of eourse, it becomes
a deficit Budget. But the general taxpayer may think that the contribu-
tion which this country has to make on account of the war is only a crore
-of rupees, but that figure is 17 times less than what this country is actually
"going to incur. The normal Budget for the defence of the country is 36
crores and 77 lakhs and now we are asked to pay 53 crores and 52 lakhs.

The Honoursble Sir Jeremy Raisman: XNo, Sir. The Honourable
Member has excluded the non-effective chargzs from the normal Budget;

they are part of the normal Budget. The normal Budget was 45 crores
and 18 lakhs.

Sir Muhammad Yamin Ehan: If eight crores are taken out of these 17
crores, even then nine crores are extra. Nine crores, in round figures, are
the extra expenditure which this House is called upon to vote, which it
will do shortly. The deficit is something like six crores. That means
really if we do not meet this extra expenditure, we would still be saving
three crores in our hands by this budget.

The Honourable Sir Jeremy Raisman: A big ‘if’,

8ir Muhammad Yamin Khan: The Honourable the Finance Member
has at least given us one hope that the mrrangement to which he has come
with the British Government is final and that we will not be called upon
to pay more money in the coming year than what has been put down in
this budget. I understand the arrangement is final, that is, we will con-
tribute one crore more in lump sum. Whatever the figures he has given,
they will not exceed on account of the war. If that is the position, then
India can say that her finances are quite sound with the present budget.
But if we are called upon to vote for something extra as the Honourable
the Finance Member has given us a hint of the possibility on some future
date on account of circumstances which he does not see now, if he means
by that that the expenses will increase, then he ought to have made it clear
to this House. If, on the contrary, he means that the incorne he has put
down might decrease and the expenses remain at the present level, that is
a different point. We would like the Honourable the Finance Member to
muake clear to the House his intention.

Another point which requires careful consideration from the Finance
Member is this. He says that the receipts from customs and excise
combined will fall from 50 crores seven lakhs as in this year to 46 crores.
That means a decrease of four crores and seven lakhs. He has
put.down this for the combined items of customs and excise. He
has explained to the House that he expects from the excise duty on
account of these two new taxes which he is bringing about 8} crores.
That means that the customs duty will bring about seven crores lesa in the
coming year. If our income on account of customs is going to decrease
by scven crores, that is a very serious thing to be taken into consideration.
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This means that trade in India in the shape of supply of goods to the Supply
Department will ‘eontinue; but on account of less imports which are to be
represented ‘by seven ‘crores decrease in customs duty the commeree of
this country will diminish. ~Although it may be very good for Indis to avail
of this particular opportunity in order to develop her industries, especially
in these lines where there is & considerable fall in imports, yet, as far as
the taxpayers are conecerned, this seven crores will represent a huge figure
in the shape of extra taxation. I would like the Honourable the Finance
Member to throw some more light on this point to the House and to the
general public whether he wants trade and industry of Indis: to’increase-
and develop in order to take full advantage of the opportunity which is.
presented to her today. §

The Honourable Member is proposing two new taxes besides the Excess:
Profits Duty Bill which the House is econsidering. On motor spirits he has:
increased two annas. But two annas is not the only thing. Four pies
per gallon wére introduced as a tax on account of increase in railway freight.
The effect of this increase of four pies per gallon in the city was—T stand’
corrected if I am wrong—to increase the price of petrol in many places
by one anna per gallon and in some places by half anna per gallon.  This:
rise of four pies by Government has put into the pockets of my Honourable
fricnd, Mr. Buss, two pies more in some places and eight pies more in some-
other places.  All these have to come from the consumers’ pockets.

An Honourable Member: What about the vears in which there was no-
increase.

Sir Muhammad Yamin Khan: By the rise of two annas in the duty,.
the net result, as far as Delhi is concerned, is that the price of petrol has-
gone up by about three annas over the price which prevailed about two-
weeks ago. I know that the price in Delhi used to be Rs. 1-9-0 sometime-
ago; then it went up to Rs. 1-11-0 and now it is Rs. 1-18-6. Within a
very short period we have seen that the price has gone up from Rs. 1.5-00
to Rs. 1-13-6. The consumer is thus called upon to pay Rs. 0-8-6 more
than what he used to pay last year. This is & great demand. I submit-
that even a little rise in the price of petrol requires careful consideration-
on the part of those who control the prices. The Government should see to-
1t that whatever price prevailed before the war should not be increased,
bevond the duty which has been increased by Government. The price
should be uniform in all places; it must be on the same level plus the:
duty now proposed by the Government.

As far as sugar is concerned, many Honourable Members will bear-

12 Noox. Me out when I say that on the evening of the 28th February

when the Finance Member made his budget speech the price:

:’9:; at a certain figure and he proposed em excise duty of about one pice-
er.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member has two minutes more.

Sir Muhammad Yamin Khan: Next day the price in the market rose by
one anna a seer. 8o if on account of this excise duty the price rises four
21;13:. 1t is the duty of Government to see that this kind of abuse does not
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-' Bir, Liodly wantto make one further obseryation and that is with regard
to the sarmy.. Everybody wants that Indis should be defended and should
-xoeke 8 proper contribution for defence, whether internal or externsl, so
-that the enemy may be kept at a long distance. At the same time we
-desire’ that the House should be taken into full confidence and matters
.should be explainedin greater detail than is done now, in order to enlist
-the sympathy of the House. S

[

~ Mr. President (The Honourable Sir Abdur Rahi.rr;) : The Honourable
-Member’s time is up. BN

Mr. N. M. Joshi: Sir, the outstanding feature of this budget is
‘paturally the additional expenditure of 8§ crores and almost a corres-
'ponding deficit of about that figure which is to be met by additional
taxation. We, Indiuns, would have cheerfully borne the additional ex-
:penditure and the additional burden if we had been free people. This war
-has been started without our consent and even this Legislature was not
‘consulted when Indiu was made a participant in this war. 1, therefore,
feel that if there is any danger {o India out of this war it is the duty of
‘Great Britain to defend India. India has not got self-government to
maintain nor has she got democracy to protect. In these circumstances
I feel that the additional expenditure should have been found wholly by
‘Great Britain. As 1 have said, if India had self-governinent we would
-bave cheerfully borne the additionul burden. Not only has ludia got no
self-government, but in defence it is not an army controlled by Indians
which has to defend India. The whole public of India has been asking that
the Indian Army should be Indianired and- the officers of the army should
be Indian and not British. We know that the efforts made by the Gov-
-ernment of India, so far, are such that one of the Defence Secreturies was
forced to udmit 1n this House thut if the Indian Army was to be Indianised
-at the rate proposed by the Government of India, the Indian Army wonld
never be Indianised. Sir, sowe time ago the Government of Indiu
appointed a committee to consider the question of Indianising the army.
‘One naturally thought that when the war was on and every DBritisher
wanted to go to his country to defend her the pace of Indianisution wonld
be occelerated. But instead of that the Government of India thought
it fit perhaps not to disband that committee but to suspend all the
-operations of that committee. Recently a new theory is being propounded
after the Chatfield report and even some time before that that the defence

_of India is a joint responsibility between Great Britain and India. If
India becomes self-governing, India will not have joint responsibility but
she will bear the whole responsibility of defending this country. I do rot
agree that there should be joint responsibility between Great Britain and
india. Let Great Britain take the whole responsibility or let.India take
the whole responsibility. If the Indian Army is not to be Indianised ard
if there is to be joint responsibility between India and Great Britain a2
regards the defence of India, I have no doubt that India will remam &
permanent vassal of Great Britain. Sir, I am not willing to tolerate thot
position. I, therefore, feel that Indians cannot cheerfully bear the addi
tional burden required for the additional expenditure due to this war.

Now, Sir, 1 should like to make a few remarks regarding the economic
dituation as envisaged by the Homourable the Finance Member in s
speech. He stated that just before the war the Indian economic position
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was improving and India was making modest progress.’ Theh he siid that
after the war India is going through a tide of prosperity. He has also very:
correotly stated that. since the war the prices of export commeodities are.
rising and he also very truly says that the prices of articles of internal
consumption are keeping in unison with the rise of prices of export articles.

The Honourable Sir Jeremy Raisman: 1 said that was the trend.

Mr. N. M. Joshit ‘I am also talking of the trend; neither the Honout-.
able Member nor I can talk of these things definitely. Bir, after the weor:
the Government of India started & - policy of price control. So far as
articles of export are concerned I do not know why we should have any
price control. During this war India is entitled to make as much profit
us she can by exporting the articles at whatever prices we can command
iin the open murket. The Government of India have recently established a
Supply Departiient - and that Supply Department indirectly controls.
the prices of articles of export. I {feel the Government of India,
instead of doing anything to prevent India getting the fullest
benefit of this war, should make a conscious effort to gain the
muarkets of the world ut -“this time. I would also suggest to the
Government of India that this is the time when they should also make
n conscious effort and a very big effort to develop industries in this counury.
T hope the Government of Indin will not do anything which will prevent
the growth of Indian industries at this fime and will do everything in.
their power to develop the economic and industrial position of our” country
I would like to say a word about the rise of prices of articles of internal
consumption. Here I have great pleasure in supporting the policy which
the Government of India have started of controlling prices: I know there is
a section of Indian opinion in this country which i8 not in favour of con-
trolling prices here. 1 °'do not share that view. [ {feel that it is the dutly
of the Government to control prices which are abnormally riging on account
of war conditions. I have no doubt in my mind that there is a section of
the population which benefits by abnormal rise in prices. It is said that
if the prices of grains increase, the primary producer in this country, the
agriculturist; will benefit. In one of my previous speeches—I think it
was on the Railway Budget—I made it clear that the primary producers
who benefit by the rise in prices are the parasite class of Isndlords and &
few honest but very lucky cultivators. The largest muss of agriculturul
population in this country, the agricultural wage-earners, the agricultuial
tenants and the very small cultivators do not benefit by the rise in pri'cea.
The agricultural economy in this country is a deficit economy. No agricul
turist ¢an maintain himself during the whole year by r:ultivut@ng the small
piece of land which he owns or hires as a tenant or on which he works
as o hired labourer. From the point, of view of the agricultural masses
the rise in prices is not beneficial. Similarly, take the case oi' the indus-
trial workers. I agree that if there is a rise in prices there will be more
employment; but it is well-known that the wages of industrial workers de
uot keep pace with the rise in prices . . . . . . I e

Mr, President (The Honourable Sir  Abdur Rahim): The Honourable
Member has two minutes more. )

Mr, N, M. Joshi: T shall not take up thé"fime of the House Yonger
now, because I kriow T shall have atiother opportunfty to spesk at a littln
greater length on this question. ' o7
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| Mr. N. M. Joshi.] .
Before I sit down I would like to say a word about the financial policy
pf the Government of India both as regards war expenditure and ordinary
xpenditure. I agree with the proposal made by the Honourable the
der of the European Group that there should be & strong committes of
this House to scrutinise the war expenditure of the Government of India.
It is not enough that the Finance Department should scrutinise that ex-
penditure as they do the other ordinary expenditure. The war expenditure
has to be incurred in abnormal circumstances, and, moreover, if the
pountry has to bear a large burden of additional taxation it is necessary
that the representatives of the people should have some opportunity of
gcrutinising the war expenditure. I, therefore, hope, that the Government
of India should have no objection to appoint & committee to scrutinise
the war expenditure as a help to-themselves.

I shall say only one word before T sit down. The Honourable the
‘Finance Member has stated in his speech that the Supply Department is
very economically managed. We Members of this Legislature as well as
the public have grave doubts about the economical management of this
Department; . . . . ..

‘Mr. President (The Honourable Sir Abdur Rahim): The Honourable
-Member’s time is up.

Mr. N. M, Joshi: . . . . . and I would suggest to the chprnmentl of
-India that they should appoint a committee to examine this item of
.expenditure.

-Bir Abdul Halim Ghusnavi (Dacca cum Mymensingh: Muhammadan
-Rural): Bir, we realise that we have not got a great financier like Todeg
-‘Mal, who was Akbar’'s finance minister: we also realise that we have not
‘got another great financier who came to India in 1859, Mr. James Wilson,
“who in ten months’ time set right the finances of India. The first thing
he did was the curtailment of expenditure. Those days are gone. All that is
_now done is to find ways and means of putting taxes after taxes and balanc-
.ing one’s budget. Bir, we have started this discussion today with my
-Honourable friend, the Leader of the European Group, who gave us an
approved speech. I am sure not one of the elected Members who will fol-
-low me will support my friend, the Leader of the European Group, in what
vhe has said. In the short space of fifteen minutes, it is difficult for any
.one to make any long statements, but as the Congress Members are not
-here, we shall have our full say during the discussion of the Finance Eill
on all the points that I want to raise. I will only enumerate the points
.today, which 1 shall then get time to discuss: Excess Profits Tax, increase
ro.é l_)tciae Duty on Sugar, Defence, the Bengali Regiment—I want to fight
- Hitlerism . . . . . . -

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
+Member need not read out the entire list: he will have plenty of time t¢
_ discuss what he wants later.

Sir Abdwl -Halim Ghusnavi: Posts and Telegraphs, Director General
_of Supply, -appeintments, of controllers and liaison officers, Haj traffic
¢(Bengal pilgrims were stranded), the conversion of the Moghul Line into

~



THE GENERAL BUDGET——GENEBRAL DISCUSSION 023

s so-called Muslim company, the Calcutta Haj Committgee, reopening of
‘the port of Calcutta, Income-tax Department, Indian Railways; the
Mudie Committee, Shortage of Wagons, Wagon Pool.

Now, 8ir, the Honourable the Finance Member wanted money . . . .

The Honourable Sir Jeremy Raisman: No; no, never!

Bir Abdul Halim Ghurnavi: He wanted money for the prosecution of
‘the war, otherwise his Budget would have been a balanced Budget withour
these additional taxes. He has our support to fight this war, to fight
Hitlerism, to fight Stanlinism, but he has not our support to imposa
additional burdens by way of taxation. Of course, he will have our support
to find the money by raising a loan. Now, what happened in 1914, when
‘the prosperity of the country was by far greater than today? 8ir William
Meyver had to frame his first war Budget in the last European war. I will
just read to this Honourable House a yportion of his speech. Those Finance
Members are no longer existing. We want Finance Members who will find
‘the money without imposing taxations on the people. =~ What did BSir

William Meyer say. . . . . .

8ir Syed Raza Ali (Cities of the United Provinces: Muhammadan
Urban): Is it your compluaint that he is dead?

8ir Abdul Halim Ghuznavi: My complaint is that the present Finance
Member should have framed his budget in the same way as Sir William
Mever did. Now, what did Sir William Meyer say then? This is what he
said, while budgeting for a deficit of four crores for the year 1915-16:

““We do not propose to raise any money by increasing taxation on this occasion.
We should not hesitate to do so to meet a deficiency in revenue which promises to
‘be more or less of an abiding character, but the present circamstances are altogether
peculiar. We have come to the conclusion that we ought not to add to the existing
taxation unless it is absolutely necessary.’

This is what he said, and he borrowed the money for conducting the
last war. Now, 8ir, let us come to the present times. What is the opinion
of the Indian Chambers? In the first place, the unanimous opinion of all
the Indian Chambers is that extra profit tax should not be levied, that the
Honourable the Finance Member could have found the money by retrench-
ment, that this money could be found by taxing. . . . . N

Bir Abdul Halim Ghusnavi: Not the other people, but the articles of
luxury. But the Government officials should first make a sacrifice by
eut in their salaries to find the money, and if after that the amount was
not forthcoming, the Honourable the Finance Member could have come
before this House with other proposals . . . . ‘

Mr. Akhil Ohandra Datta: Charity never begins at home.

Sir Abdul Halim Ghumavi: My friend, the Leader of the European
Group, said, in his speech: ‘Oh the criticism of the press that three crores
from*ike Excess Profits Tax is an under-estimate . . . . .
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Mr. President (The Honourable Sir Abdur “Rahim): The Honourable
Mémber has two fuinutes more. _ J

Sir Abdul Halim Ghusznavi: 1 will try to finish within two minutes,
Sir. Does my friend forget what happened in 1919 and 1920?

An Honoursble Member: Rowlatt Act.
Sir Abdul Halim Ghuznavi: Perhaps he has no recollection.
Mr. A. Aikman: I have not forgotten.

Sir Abdul Halim Ghuznavi: When the Excess Profits Bill came before
the House in 1919 the standard period laid down was after the war was
over. So there was not much excess profit and Government could only get
a small share which even amounted to 11 crores: this time money has not
been made yet; we had all through a series of lean years and for the purpose
of calculating the tax the Finance Member has taken these lean years as
his standard period. India has just begun to recover fromm a period of

depression which started some ten years ago, and now he comes forward
with a bombshell . . . ..

Mr. Akhil Chandra Datta: Time-shell is coming.

8ir Abdul Halim Ghuznavi: He comes forward with a bombshell and
overnight he almost kills the industries of India. He is imposing a heavy
burden on the people. With empty Benches . . . . .

Mr. M. 8. Anéy: It is imposed already.

B8ir Abdul Halim Ghaetnavi: So this is a post-mortem examination,
because it is already imposed . . . . .

~ Mr. Président (The Honourable Sir Abdur Rahim): The Honourable
Meinber's time is up.

Sir Abdul Halim Ghutnavi: Very well, Sir, I will not say more now.

Dr. Sir Ziauddin Ahmad: T congratulate the Honourable the Finance
Member on his having presented his budget in a lucid form and I sym-
pathise with him that he had to make his first budget speech at a time
when it is full of uncertainties, but I am glad that in epite of war condi-
tions and abnormal times he has maintained moderation in expenditure
.and moderation in his proposals for new taxation. He is more fortunate
than the Finance Members of most of the other countries, and we are
confident that his wisdom will avoid, as far as possible, additional fresh
burdens on the people of this country.

Sir, at the outset I congratulate him on initiating & poélicy, for which
accidentally favourable circumstances have developed, and that is . the
changing of the sterling liabilities into rupee {iabflities. " The advantages
of this policy may not be evident during the war period, but they will be
highly appreciated by future geherations. Our sterling commitments
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which are in the neighbourhood of 51 crores of rupees or 88 million pounds
per snnum will be reduced by 18 million pounds if the sterling securities
are ‘changed into rupee securities and this will automatically help to solve
the exchange problem on which we had pitched fights on two occasions,
once in 1928 and again in 1984. The task is eased at the present time on
. gocount of the fact that rupee at present is stronger in the world market
than sterling. As a corollary of this new policy, which will be welcomed
by every one interested in the financial stability of the country, I would
like to make one suggestion and that is that he should seriously consider
whether it would not be desirable to transfer his paper currency reserve
from sterling to gold. At present we have got in the paper currency
reserve 114 million in sterling securities and on account of war conditions
-it is véry desirable that sterling securities should, {0 a certain extent, be
changed into gold because during the war time gold is the only currency
which is recognised by the world. We have got 44 millions worth of
gold, but T think it is desirable that this should be increased on account
of the war conditions. The Reserve Bank should purchase the gold
available for export.

There are one or two other things which I want to mention. One is that
we have given, since the separation of railway finance from general finance,
something like 29 crores of rupees to the strategic lines. I do not want to
discuss i, at length but I do think that this fact should have been noted
somewhere in the memorandum which has been submitted to us.

The next point te which 1 wish to draw attention is the position of
the Post Office Cash Certificates. The official rate allowed on these certi-
ficates is 2} per cent., but, in actual practice, it is about three-fourths
per cent. less than the official rate, because some of these interests are
not paid. I made calculation sometime ago, but I could not for want
of figures corme to any accurate conclusion, but I think I am very nearly
correct when I say that the actual payment is about three-fourths per
cent. less than the official allowance. I advcoate that the rate of interest
on cash certificates ought to be increased to 8} per cent. real and the
nominal rate should work out to be 4} per cent. The value of Rs. 100
certificates should be lowered to Rs. 77.8-0. There are two advantages in
doing so. One is that you have got a large number of investors who
approach only the Post Office for investing their money and they will
uever invest their money in any industry or in a bank. It is desirshle
that we should try to create in them an interest in the maintenance
of the security of the country and the financial stability of our land.
Secondly, the money so accumulated from the small investors may be
utl.lls:ad to finance such industries as the building of locomotives, the
building of ships and the building of motor cars, whose creation is now
becoming so important.

After having dealt with the ways and means position, I now come to
the taxation proposals of my Honourable friend. Sir Basil Blackett, in
hn_; speech on the 24th September, 1924, said very clearly on the floor of
t!'us House, ‘‘taxation on communication is a bad taxation. Tt is a taxa-
tion which falls both on the consumer and on the producer.’’. The Leader
of the Opposition, if he had been here, would have presented this motto
to our present Member for Communications. Unfartunately, thiz bad
taxation has now been levied upon us. Since it is there, the Finance
Memb?r can get his Rs. 718 crores, which is the deficit, entirely from
the railways if we but follow the legitimate policy. T have said on the
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last occasion that there is no peed and it is wrong to’ deposit Rs.’ 298
orores .in  the reserve fund  without . fulfilling, the obligatiéns to general
revenues, and I also made out a case, ghet:_l%hst ‘1t is not correct to put
down another sum of Rs. 4-12 crores in another reserve under the false
pame cof Depreciation Fund. Therefore, from these two ‘sources he could
get Rs. 7-10 crores all right. No further taxation is necessary. This
suggestion of mine is better than the  suggestion put forward by my
Honourable friend, Sir Abdul Halim Ghuznavi, when he said that the
deficits ought to be met by borrowing. Had I been an examiner in
accountancy and finance I would immediately give a zero to a candidate
who advocated that theory and I would always pity the person who will
manage the deficits of his household necessities by borrowing every month.

Now, coming to the proposed taxation, if we follow the suggestion
that I have made, then no taxation would be necessary and, therefore,
there would be no Excess Profits Tax, there would be no.tax of any kind.
But if my theorv is not accepted, if the Honourable the Finance Member
is not willing to take this money from the railways which I suggest he can
legitimately do, then the best form of taxation will be taxation on persons
who have been specially benefited by war conditions, Of course, other
people will have to pay their quota, but those people who have been bene-
fited, specially by the war conditions. ought to pay more comparatively
than those who have not been henefited by the war conditions.

I now come to sugar. I sghall discuss it at length, when we come to
the Finance Bill. I have always advocated on the floor of the House that
the sugar duty ought to be made a little higher and I thought that the
protection they are enjoying was very great, but recently things have
changed. The T.ocal Governments of United Provinces and Bihar have
put on special duties on sugarcane and the consumers are really between
the Contral Government on the one side and the Provincial Governments
on the other, and the industry is in a very bad condition and I doubt
very much whether it will flourish if by chance the protection is with-
drawn. It may perhaps collapse like a lump of sugar in a cup of tea.
So, it is desirable that we should be more careful in handling this parti-
cular industry.

The next point is about the petrol tax. I think that about half an
anna of this tax ought to be paid for the development of roads. It is very
desirable and very equitable. The other thing which I will press when
the time comes is that the incidence of the taxation should not fall on
the consumers but it should fall on the middlemen and this I will
develop later on. Now, we have already suggested three methods,—a
loan, as suggested by Sir Abdul Halim Ghuznavi, appropriation of Railway
reserves advocated by myself; fresh taxation proposed by Finance Mem-
ber, and now I suggest a fourth method.for equalizing the income and
the expenditure and that is—have a greater control over your expenditure
by cutting it down. Tt has been pointed out by several speakers, there is
a very great room for saving by exercising greater control over your
expenditure. There is a great scope for economy in our purchasing
Departments and especially in the Supply Department. Whatever the
opinion of the Members of the Treasury Benches may be, I think this is
the unanimous opinion of all non-official Members that that Department
requires very serious consideration and we will discuss these things in
greater detail when the time comes.
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Oné thihg 'miore I shotild duggest-as regards the:néedsrad ¢l Firlince
Committee which should immedietely be set up. -TFhis Finanoe (Committée
will be & source of very great strength to the Honourable the Finance
Member and also of great satisfaction to the non-official Members, but
T would rather like the old Finance Committee in preference to the Bsti-
mates Committee. . ;

Mr. N. M. Joshi: No, no, an Estimates Committee is much better.

Dr, 8ir Ziauddin Ahmad: We should have some kind of a Committee
to scrutinize the Budget, and I prefer Finance Committee each time. It
is really a source of strength to the Finance Member for this reason that
he can always take shelter behind the Finance Committee for all the
proposals for fresh expenditure brought forward by his Colleagues and
which, in some cases, he may find it impolite to refuse. The second thing
is that it will give satisfaction to us, because we will be able to judge for
ourselves whether any particular permission is given in a bora fide manner.
I would prefer the old Finance Committee to the proposed Committee for
estimates. : . Srtual

Now, in the end, I should say that I realize that the fimgs gre very
hard st present and it should be the duty of all of ub’'in Tndia 'to see that
the war comes to a successful issue, and I think all of us should be pre-
pared to give our quota of contribution. With these words, I resume
my seatb. o

Dr. P. N. Banerjea (Calcutta Suburbs: Non-Muhammadan Urban):
Bir, this Budget has been called the first War Budget but it is in reality
the third taxation measure of the year. The burden which these taxation
measures will impose on the people will be very great. If we try to
messure this burden, it will appear that according to the calculations of
the Government it will amount to 11 crores and 55 lakhs but accordin,
to my own estimate it will amount to fifteen to twenty crores, as I shal
point out later on.

Now, on whom will this huge burden fall? This burden will fall ‘not
merely on the taxpayer but also on the trade and industry.of the country.
‘The trade and industry of the countrvy will be affected in various ways.
They will be affected more or less by all the measures which have been
8o fur proposed and, in particular, by the measures which are under
«consideration just at the present moment. The sugar industry will have
& very difficult time in the future. We all remember that it was as a
result of protection granted in 1931 that a flourishing sugar industry was
established in this country. In 1984 an excise duty was placed on this
industry and in 1987 Sir James Grigg increased the rate of excise duty
and diminished the quantum of protection. The result of this was that
‘the sugar industry, which was flourishing at one time, is in a very
precarious plight at the present moment. In 1988, Bir James Grigg. went
further and by altering the definition of the term ‘‘factory’’ he deals
-another blow to that industry. 8ir James Grigg was an anti-protectionist
and a free trader and the steps which he took were consistent with the
creed which he professed. With the callousness which was worthy of him
slone, he remarked . . . . ’ ‘

[+]
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Mr. President (The Honourable Sir Abdut Rehim): The Honoumble
Member ought md% $0. use that sort of epithet about ¢ Member who has-
retived. te ,

1 . ) '

Dr. P. N. Banerjea: I will not refer to him ip that way. He suggested
that those measures would benefit the sugar industry as well as the
cultivator. But we all know that the cultivator has been very hard hit
and the sugar industry is going nearly to collapse. Is it desirable, Sir,
to impose another burden on the sugar industry? It may be said that the
excise duty is counterbalanced by an import duty of an equivalent amount.
But it is well-known that the sugar industry at the present moment is
ih a very sorry plight, that a large amount of sugar is.already in the
factories unsold. With the price of sugar increased, this sugar industry
will be hit further, and the result will be that the sugar industry will not
Be able to regain its position and there is every likelihood of its being
crushed down altogether. 8ir, in proof of this proposition I may refer to-
the estimate which was made by Sir James Grigge. He said that the
proceeds from thé import dutv would amount to twenty lakhs of rupees.

The Honourable Sir Jeremy Raisman: No, no. He did not say that.

. Dr. P. N. Bmﬁ}ea: Did he not say that the import duty would almost.
disappear?

The Honourable Sir Jeremy Raisman: No, Sir. He carefully explained
that he was taking a total figure of 420 lakhs for both excise and customs
duty and that he was not attempting to make any real distribution. He
took a nominal figure of twenty lakhs for customs and four hundred lakhs
for excise, but he did not attach any importance to that figure.

Dr. P. N. Banerjea: It is not denied that he took a nominal figure of
twenty lakhs. But why did he take such a figure? Was it a joke? He:
thought that that would be the amount that would be realized from
customs revenue.

The Honourable Sir Jeremy Raisman: No, no.
#r. N. M. Joshi: It was a token figure.

Dr. P. N. Banerjea: What do you mean by that? There is no sense in
it.

The Honourable Sir Jeremy Raisman: He did not want to commit
himself to a forecast of the probable imports of sugar.

Dr. P. N. Banerjea: He did not want to put in an exact figure of
twenty lakhs but that figure he bore in mind. and he took that as &
probable figure. What is the result? We find that that estimate has
been entirely belied and the customs revenue is far greater than it was
expected to be. This shows that Java has now regained her position &
the Indian market and the Indian industry is. going to the waii.

Mr, N. M. Joshi: It is due to the sugar manufacturer.
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Dr. P. N. Banerjea: Not due to the sugar menufseturer but to the
tpxstion policy of the Government of India as well as the taxation policy
of the Provincial Governments. '

The Honourable Sir Jeremy Ralsman: It was only due to a short
sugarcane crop and nothing else. '

Dr. P. N. Banerjea: Then, as regards the petrol duty, it will fall not
only on the consumer but also on an important industry, namely, motor
‘transport. .

But these are not the only measures which the Government have
‘adopted or are going to adopt. They are robbing the provinces of their
dues by changing the Niemeyer proposals. In this connection, I want to
enter an emphatic protest against the attitude which has been taken up
by the Government of India. It may be said that the Niemeyer proposals
have been altered by an Order-in-Council, but that has béen done at the
instance of the Government of India. It is a great wrong'inflicted on the
Provincial Governments. '

Now the question is, has a case been made out for further taxation?
I say, no. No case has been made out for further taxation because thers
has been an under-estimate for the coming year not only in the customs
and excise revenue but also in regard to the yvield of the Excess Profita
Duty. The reasons which have been advanced by the Hoopourable the
Finance Member with regard to his low estimate of customs and excess
revenue are not at all convineing. As to the rensons which have been
advanced in favour of the three crores vield of the Excess Profits Duty,
the less said about it the better, In fact, in both these cases there has
been an under-estimate, and the under-estimate has been so gross that it
may be called a juggling with figures. I have been acquainted with the
financial history of India for a long time past, and I:do not know that this
financial history affords another example of such a jugglery with figures.

Now I come to another aspect of the question. Supposing, for argu-
ment's sake, there is a likely deficit in the coming vear’s budget, what is
the best way to meet this deficit? We. can meet this deficit by adopting
a policy of economy and retrenchment. But not a word is said in the
Budget speech about economy or retrenchment. On the otber hand, the
vivil estimates have been greatly increased. A few lakhs have been given
to some worthy purposes, such as the Delhi University, but the large
increase in civil expenditure is certainly unjustifiable.

What is the purpose for which this huge additional burden is being
thrown on the country? It is the war, as the Finance Member said.
But what is India’s relation to this war? India has been dragged into
the war without her consent and without even her knowledge. The posi-
tion of India in this respect is not the same as that of South Africa and
the other Dominions. General Smuts said the other day that it was in
her own interests and it was in exercise of her sovereign rights that South
‘Africa entered the war. Can that be said with regard to .India? The
‘answer is an emphatic ‘no’. In spite of all this, India, true o her
oncient traditions, showed her sympathy and good-will to Britain and
France at the outbreak of the war, and in the course of the last six
months she hag given considerable support to Britain and France in the
‘Prosecution of the war. But this one-sided arrangement cannot last fur
ever. India has demanded to be told whal the war nims are and what
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India’s position is in relation to these war aims. ‘Ho satisfactéry reply
has as yet been given. The only reply that has been given is some in-
definite promise with regard to Domimion Status at some distant date..
That is not satisfactory. e S B '

I am not ong of those who would be afraid of contributing to the
expenses of the war. But you should make it worth India’'s while %o make
that contribution. So long as you do not do that, you have no right to
ask for additional sums from India for war expenditure. And what is the
burden of this additional expenditure? It is over eight crores and there
are many other hidden items of expenditure in various places.

. 8ir, the budget is so bad that it deserves to be thrown out.

Beth Haji Sir Abdoola Haroon (Sind: Mubammadan Rural): Sir, since
this morning the debute has been going on on the Budget and there is
already much criticism on it all over the country both in the press and in
vurious Associations. I do not want to sav much about that because the
people of the country have already raised opposition for fresh taxes.
What I find is that whenever the Government of India want to raise some
taxes, they show their revenue to be much less, so that they may be
justified in raising the taxes. I will give vou only one illustration from
this year’s Budget. As the House knows, the duty on motor spirit has
been raised from ten annas to twelve annas. Now, look at the figures of
income? The income of last year was shown to be five crores and 19
lakhs, but the income of this vear is shown to be only five crores and 75
lakhs notwithstanding the increase of 20 per cent. in the petrol tax.

The Hononrable 8ir Jeremy Raisman: That ficure is on the basis of the
existing taxation. That figure does not take into account the Budget
increases.

8Seth Hajl 8ir Abdoola Haroon: Thank vou very much. Then, it
means that the revenue not only with regard to motor spirit- but also
with regard to sugar and many other things can be increased by several
crores. According to my calculations, the income from motor spirits
must go up to 7} crores instead of six crores. If you look to the excise
duty on motor spirit in that year, the income was 105 lakhs, whereas this
time you have showed 266 lakhs income. . The Government have got more
revenue than they budgeted for. Therefore, this House is entitled to
ask that the taxes should be reduced in some way.

Now, I come to sugar excise duty about which several Honourable

1 »x. Members have already complained. This is one of the indus-
tries in India which is most heavily taxed by the Goverhment. Every
year, the Government have increased the burden on this ihdust‘r{j When-
over the Government require money, thev jump on sugar. Under the
circumstances, I do not know whether I can call this a'protected industry.
There are many industries in India which are protected, such as iron and
steel. cotton textiles; I can mention about a dozen industries which are
protected in India. Yet the excise duty has always fallen heavily om
sugar. There are both protected and unprotected industries in' Indis,
but the Government alwavs strike a blow against sugar. Besides the duty
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imposed upon sugﬁr by the Gavernment of Indja, the Proyincia] Govern-
ments also take their share of taxes'fromi sugdr. “ The Provinclal Gévern-
ments have increased the price of cane, and also the cess on the cane
by about two pies, which gives the sugar factories nearly .eight annas per
ewt. It'is for the Government of India to considetr whether thig industry
can continue to bear this burden any longer. This policy on the part of
the' Government' might force ‘the sugar industrialisis ‘to abandon’ this
industry and teke to.some other: industry. ; :

. An Honourable Member: The whole capital invested in ‘thy industry
will be "thus lost.

Seth Haji Sir Abdoola Haroon: Now, Sir, a word about interest pay-
ments. I find on page 14 that Government of India are getting five
crores and 24 lakhs interest from the Provincial (Governments, out of
which more than one crore and 20 lakhs are tecovered from, Sind, om
account of Sukkur barrage. I want to say something about this barrage
on the floor of the House. '

" An Hopourable Member: What about Alla Bux Ministry?

| d'gloth, Hajl Sir Abdools Harcon: Alla:Bux is safelv seated  on - hig
|8 e,

If you go into the history of Sukkur barrage, you will find that this
scheme was scrutinised by the Bombay Government in 1920-21, it was
confirmed by the Government of India experts in that year and then it
received the sanction of the Secretatv of State. ‘At~ that.time Sind was
under the Bombay Presidency. 8ind had verv little voice in. approving
the scheme.. b :

An Honourable Member: You had verv much water in the Indus.

Seth Hajl Sir Abdoola Haroon: We now have very little water and
very little money. - . .

As I .was submitting,” Sir,i the scheme was' finally' sanctioned by the
Secretary of State for India. That scheme was :considered ‘4 commercial
proposition: The framers of the scheme worked out that after spending
80 mueh capital, a lot: of income would be derived by the sale of landa
under the Sukkur barrage and hv cultivating more lands the Government
would stand to gain enormouslv. ‘Unfortunatelv, all caleulations proved
wrong. - . . :

Mr. M. 8. Aney: Even the separatibn of Sind wae wrong.

Seth Hafl Sir Abdoola Haroon: In this way everything went wrong,
Now, I am talking from a business point of view and not from a political
point of view. In spite of the fact that the whole proposition Went wrong
commercially, the Government of India are still charging interest. from
the province of Sind. T ask whether it is justifiable or advisable to take
the whole interest from'Sind? Should 'it not be that the framers of the
scheme who pronounced the scheme to be a sound commercial proposition
ought' to be held responsible for this failure? In my opinion certainly
Bind is not responsible for the failure of this scheme. -



082 'LEGISLATIVE ASSEMBLY [5TE MAR. 1940
. The Honourable Sir Jeremy Raisman: She is more sinned pgainst than
sinning.. . ,

I

Seth Haji Sir Abdools Haroon: Take off the burden from Sind then.

. ‘BSasdar Sant Bingh (West Punjab: Sikh): Apply to the Debt Concilia-
tion Board of Chhottu Ram. Your debts will be wiped out. :.

Seth Haji Sir Abdoola Haroon: Whether you ask usto go to Chhottu
Ram or whether you ask us to go to the Federal Court to file an affidavit
for liquidation, we are unable to pay the debt.

- o

: A E =

‘The Honourable Sir Jeremy Raisman: Refuse the subvention tco!

Beth Haji Sir Abdoola Haroon: Subvention is merely in name. We
are paying more than vou are allowing by way of subvention.

Therefore, I appcal to the Honourable the Finance Member to take
note of this and go through my suggestions carefully.” Otherwise you may
keep in your accounts as much debts as you like against Sind. _The
Prime Minister of S8ind has said very clearly that Sind is unable to pay
according to the agreement.

Mr. M. 8. Aney: Then repudiate the debts.

- Seth -Hafl §ir Abdoola Haroon: I think the time has come when :the
Government of India should look into this question and either appoint a
committee or themselves go into the matter. We have done our utmost ; we
have even enhanced the land revenue taxes but we are still unable to
muke both ends meet. And on account of this interest of 115 lakhs every
year we are unable to improve the nation-building departments in Sind.
I, therefore, appeal to the Government of India to look into the.matter.

Mian Ghulam Kadir Muhammad Shahban (Sind Jagirdars and Zamin-
dars: Landholders): Bir, public finance is supposed to be an abstruse subject,
and, as Disraeli once said, it has made more people mad than love. Owing
to war conditions this Honourable House was undoubtedly prepared -to
expect unpleasant surprises from the current year's budget estimates and
proposals. But it is no exaggeration to say that the budget, as presented
by the Honoureble the Finance Member, has caused more relief than
anxioty. The Indian taxpayer has so far been spared the burden to which
the taxpayer in the belligerent and neutral countries has already been
subjected. The future is uncertain but so far as immediate prospects are
concerned I think the Honourable the Finance Member deserves to be
congratulated on the manner in which he has handled our budgetary pro-
blems during a difficult period. I think the great sense of relief which the
country will feel will be at the absence of any increase in direct taxation.
Whatever increase there has been in indireet taxation will he progressive in
its effect and it will weigh more heavily on the upper classes of socicty.
In so far as the enhanced tax on sugar and petrol satisfy the canops of
equality of sacrifice, they need not cause much anxiety, but it is & principle
of sound taxation that what the consumer pays by way of taxation should
not exceed what Government receives.
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It would seem that this ptinciple both in the case of sugar and petrol
will ‘be, as it has always been, violated. The inorepse in the retail prices of
these commodities has been greater than the amount of additional taxation.
This indicates the necessity of strict price contrel to save consumers from
being penalised by profiteering middlemen. The consumer, while it may
be his duty to bear additional burdens, has at the same time a right to
command protection against illegitimate taxation by the middlemen. In
the matter of price control we are still backward and still half-hearted in
our efforts and it is not too much to say that the willingness with which
the taxpayer will bear increased burdens will depend upon the protection
which he receives aguinst rise in prices in excess of ‘enhanced taxes. To
congratulate the Honourable the Finance Member on presenting a reason-
able budget and thank him for sparing this Honourable House from any
unpleasant surprises is not necessarily to forego the right of comstructive
criticism. My greatest surprise has been not what has been done but what
has not been done. '

Mr. President (The Honourable 8ir Abdur Rahim): The Honourable
Member can continue_sfter Lunch, ' '

c Tkhe._.aaaambl'y then adjourned for Lunch till Half Past Two. of the
lock.

The Assembly re-assembled after Lunch at Half Past Two of the Clook,
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Mian Ghulam Eadir Muhammad Shahban: Sir, I was saying, when the
Assembly adjourned for lunch, that my greatest surprise has been not what
has been done but what has not been done. I cannot believe that a very
fruitful source of additional revenue has escaped the notice of the Honour-
able Member. I refer to the export duty on jute. In 1917-18 this duty was
doubled. May I ask why it has been left untouched at the present time,—
the best time for raising extra money because the demand for jute has been
and continues to be particularly brisk? To the extent that the Honourable
the Finance Member has taken the public into confidence in presenting his
budget in all frankness, the effect has been partly weakened by raising
some suspicion in the public mind that the export duty on jute has been
left untouched in the interests of the foreigner but at the expense of the
Indian taxpayer. In peace and in war, but particularly in war, the Finance
Ministers make hay while the sun shines, by taxing exports the demand for
which is inelastic. For jute, and in course of time for some other commodi-
ties, the foreign demand will be highly inelastic and I cannot resist making
this obvious suggestion that advantage should be taken of these opportunities
before the Indian taxpayer is further burdened.

While it is a matter of great satisfaction to note that India’s financial
liability in the present war is limited by an agreement recently arrived at
between the Government of India and His Majesty's GO}'ernment in
England, the country stands in need of an assurance that it will not be spb-
jected to the extraordinarily heavy burden to which it was subjected during
the last war. Tt may be recalled that in 1917-18 and 1918-19 India was
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made to contribute something like £140 millions by wey of war contributions
to His Majesty’s Governmient. Such a contribution will be at present, as
it was then, an unreagsonable-burden on a poor country like Indis.

The Honourable the Finance Member in his spsech said with reference
to. the joint responsibility of Government with ‘His Majesty's Government
that it was stipulated that wherever circumstances should make it necessary
to employ the whole or any portion of India's external defence forces, out-
side Indian limits in the. discharge of India's joint respoisibility for her
external defence, India should aceept some share of the cost in doing so.
_Thie stipulation is so vague ae to create some doubts in oneé’s mind as to
the extent of liability to which India will ultimately be subject. It will be
well to remove these doubts about our war-time obligations as early as
poessible. Not only that, but the eountry must be assured that -the military
expenditure during the war will be so directed as to make India more self-
supporting in the matters of defence than it has been hitherto. TUnfortu-
nately, the steps taken towards the forming of an Indian Air Force, - for
instance, have been so half-hearted and meagre ag compared with the
requirements of the country. The assistance of 25 lakhs per annum for the
next seven years is not sufficient for the requirements of the country and
the immediate need of ite development. Bir, the taxable capacity of a
people depends to a considerable extent upon the spirit with which people
pay taxes. This gpirit can be brought in by removing the doubts which I
have pointed out during the course of my remarks.

Mr, Muhammad Ashar Ali (Lucknow and Fyzabad Divisions: Muham-
madan Rural): Bir, I would also join to give my quota of praise for the
well-written and well-explained speech of the Honourable the Finance
Member. We had our complaint last year about the budget that it was
not so very fully explanatory, and 1 am glad that this i& not the case this
year. But I know the reason for it, and the reason is that this year's
budget hes been presented by an old experienced 1.C.S. officer who has
been in this country for verv very long and I should sav practically the
whole of his life; and the chief reason is that the officer knows that we
Indiens want and are always for search after truth and we also want a
full explanation and correct representation of facts. Wherever it is not,
we are ready to criticise and to tell the plain truth that we do not believe
the facts vou have given us. This is our justification for alwayvs objecting
to vour importing experts from foreign countries. Sir, today I stand here
to give credit to the Honourable the Finance Member for the 'able
menner in which he has presented his Budget. because he has spent
practically the whole of his life in Indin and he is an experienced and
trained administrator.

Having said this muech, 8ir, T cannot shut my eyes to one or two
important facts. One fact is that India is saddled with very heavy
burdens by way of taxation of all possible kinds owing to war and I think
that the Government have not been rightly advised yet to impose such
heavy burdens on this occasion. On the one hand, the Honourable the
Finance Member asks the public, through this House, that every one of
us should make a sacrifice, but before he asks the people to make &
sacrifice on account of the war, we have to consider how far he is justified
in making that demand, for if the Honourable the Finance Member and
other high officials of the Government had come forward with sacrifices,
then. certainly, he would have had a strong case to put before the public
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and ask them to make a sacrifice. But what do we find? There is not
o single proposal for cuts or retrenchment in any branch of the adminis-
tration, and, therefore, there can be no justification for the Honourable
the Finance Member to come before this House and ask the country to
make » saerifice. If the Government had set an example by making
sacrificea themselves, then I am. sure the public would have voluntarily.
come forward snd follawed their example and helped the Government..
As my friend, Mr. Joshi, has.pointed out, the Government have deoclared
the war without the consent, of this House or of this country, and, there-
fore, it is really very- difficult to expect any voluntary offers of help from
the country. Was it nat possible for the Government to come before this
House again for extra money at some later stage? I know the Govern-
ment case is that the money is wanted more for the prosecution ef-the
war, and but for the war the Budget would have been a surplus budget,.
but could not the Government, I ask, make sacrifices themselves in the
first 1nstance? Could not the Government.haye imposed taxes " on
luxuries like wines and other things?. Where was the hurry to impose
this additional burden now? It is not merely hurry, but 1 might call it
a scare. The Benches on this side are depleted, and so the (Government
can extract from us as much as they can, because they thought this was
the proper occasion for imposing additional burdens. Government could
very easily have got the necessary amount from the Excess Profitsa Tax,
and they have also got lots of money from the Railways.  Therefore,
where was the hurry for Government to come forward and ask the country
to make further sacrifices only.to get three crores? Could not the Gov-
ernment have waited till the war conditions made it obligatory on them
to impose additional burdens on the people? Therefore, my point is, if
the war had been declared with the consent of this House, there would
have been some justification to raise additional money by way of addi-
tional taxation and to ask the people to make sacrifices for the successful
prosecution of the war, but as things stand, I feel, Sir, there is not the
least justification for imposing these heavy burdens on the poor people of
this country. g

Now, Sir, the two items which have been taxed are sugar and petrol.
With re’gard to sugar, I must point out that this commodity, caunot bear
any further burdens. Only this morning I read in the papers that the
United Provinces Government have reduced the price of sugarcane,
and what will be the result? Of course, you will get the money all right,
but the poor agriculturist will not get the full price for his cane.” You
should look at these facts squarely in the face. You want to have your
pound of flesh from sugar, because there is nothing more left in it now.
The case for sugar was very ably put forward this morning by my fx_lend,
8ir Abdulla Haroon and others and so I shall not say more about it.

Then, the other item which has been taxed heavily is petrol. May I
remind the House that both petrol and sugar affect the masses of this
country very heavily? By imposing & tax on petrol, the price of petrol
will go up, with the result that bus owners will increase their fares _vy_'_hlch
will adversely affect the poor people who generally travel by buses in the
coun arts. The Railways have increased their fares and you have
compelled the bus owners and transport carriers to increase their fares
by increasing 'the petrol tax, and who is to suffer? It is the poor travel-
ling public, because whether they travel by rail or by road, they will have
to pay heavier fares. Therefore, the result of these two items of taxation
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will fdll onily on the ‘Poorer: masses. The rich man"will not-be affected so
much a8 the poor mAn:' You may sey that the incresss is only by ome
anna or by a few pies, ‘but to the poor man even this slight increase will
affect immensely. You should remember that those who travel through
your kindness whether by rail or by buses are mestly half starved or
naked, they have not got emough to eat nor to buy- their seeds or cattle.
You find that there is famine going on mnext door in Ajmer. These are
‘the conditions in which India is at present, and for you to tax the masses,
I submit, is not the right method for vou to do so. You could very easily
get your five crores from excess profita tax and the Railways.

Mr. Deputy President (Mr. Akhil Chandra Datta): THe Honourable
Member has got two minutes more. '

Mr. Muhammad Azhar Al: I have only one or two points more to
deal with. The first is that yon think that the poor people will be able to,
and specially the ryot in the villages or the cultivators, will be able to bear
all these burdens. 1 am sorry there is not sufficient time before me; other-
wise, I would have shown from the speech of the Honourable Member him-
self where he says at the end of page 1 and the first four lines of page 2
that the high priees will benefit the poor people. It is a wrong notion that
the high prices will benefit the cultivator. The cultivator is not benefited,
it is the baniya who will be benefited. He is the one who stores all this
corn, he is the one who stores all these materials, he sells them to Govern-
ment and exports them outside. But the conditions now to him also are
not reassuring. There are no shipping agencies to work for Indians or to take
their cargoes outside. The facilities are bound to be restricted. The war
is bound to restrict shipping. Moreover, you also do not give subsidies to
build or construct ships. That is another difficulty. Again, when you circu-
late small notes or small coins, in villages and in the interior—I am not
talking of the cities—these baniyas won’t accept a small note or a big note
if it has 8ot even a small hole or if it is a little dirty, and never gives silver
in exchange for notes.

Mr, Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member’s time is up.

Mr. Muhammad Aghar Ali: With these remarks, I resuma my seat.

Pandit Krishna Kant Malaviya (Benares and Gorakhpur Divisions:
Non-Muhammadan Rural): The Honourable the Finance Member began
his speech bv reminding us of the proverb that no man ie a prophet in
his own country. He thereby claimed to be one of our own countryvmen.
and, naturally, raised hopes in my heart that his budget would be a
surplus budget, that he would provide plenty for our people, that be
would provide facilities for the military training of our youths, and that he
would make a provision for giving a fillip to new industries in thig land.
He further told us that the greater part of his adult life had been spent
in this country and that all his working career was spemt in this country.
He thus strengthened my hopes that something substantial he was going
to give and that our country would become a more prosperous and happy
land. But it was not to be. T listened to his speech with a fervent
hope, but when he had finished I found that he became a countrymsn



VRS ‘s :THB GENERAL BUDGRT~rGENRRAL: DISOUSSION A8F

of ours simply for the purpose of taxation. - I,would like to sesure him that
we do not. atteibute unusual qualities to a new comer. Talents we have
enough and :E spare in our own country. As a matter of fact, we have
no voice ‘i the. matter of appointments and we have no choice so far as
these appointments are eoncerned. We prefer a new comer, not because
be brings in new. talents to bear upon the questions of the day here, but
because we hope that he¢ might be able to bring a fresher and broader
outlook and might be able to tackle big questions here with a more liberal
view. But, whether a new comer or an old sinner, our experience is that
his one aim in life is to see that the administrative machinery is well
oiled, that it is kept in perfect trim and is running smoothly. The
interests of the country, the interests of the poor, do.not worry him,
for there is always the silvery voice of the policy of British domination
ringing in his ears—the saying of Tennyson's brook, ‘‘MerL may come:
and men may go, but I go on for ever’”’. - '

The Honourable the Finance Member has grown grey in the service of
this country. He is linked up with the past, he is bred in traditions and
has lived in old groves, and, naturally, he cannot chalk out a ﬂath of his
own or run to fields and pastures new. 1 assure him that he has all the
talents for the job that he has on hand. He need not have also forgotten
that he belongs to the reputed high born "serviée, the membefs of which
are reputed, or at least known to be, ‘*Masters of all trades and Jacks
of none”. An I. C. 8. cén be a-eustoms efficer, an 1. C. 8. 'van be a
collector, an 1. C. S. can be a revenue commissioner, he can be a judge,.
he can be a Home Member, Commerce Member, Railway Member, and
even a Governor. There is only one thing that he cvannot do, and ‘that
is, that he cannot adorn the Viceregal Gaddi, because his Mausters stand
at the gate of the Viceregal Lodge and say, ‘‘thus far and no further”. I
am, however, sorry that T cannot congratulate the Honourable the Finance
Member on his budget. All the same, I do congratulate him on the
lucidity of his speech; it was simply worded and delivered sdmirably well.
More than this I cannot say. The whole of his budget speech and all his
proposals have been conceived with one object in view, and that object
is to collect as much as he can and win the war,—a war in the declaration
of which we had no voice, a war for which we are not trained, a wear in
which we remain only helpless spectators of our own exploitafion. Oyr
markets ‘are governed in the intetests of the war, our prices are controlled
in the interests of the war, our export trade is restricted in the interests
of the war. On every side we feel we are hedged in in the name of
winning the war.

If we had been a neutral countrv. 1 am sure, simply by exporting our

3 P %00(15 at our will we could have amassed fortunes. We could
ave developed our industries. We could have started new

industries. We know, Sir, that England, even when this life and death
straggle is going on, is keen on capturing sll the markets of the world.
T want to know why is it that the Indian Government have nof thought it
proper to see that we are also capsble of capturing new markets i the
world. But, as it is, everv thing is controlled here, and it seems the
idea is to have India as a Depot for the supply of raw produce, They
say that they do not allow the prices to rise in the interests of the eon-
sumers but, really, the purpose is to keep the prices low in order that
our masters may be able to export our produce to their own country at a
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cheaper price. ‘We have ‘been’ assured ‘in'’ conmection’  with' the ‘ present
.Budget proposals thdt the additional taxation will beat léast oppressively
on the poor. I am sorty I cannot agree' with the Fingnce Member.
Every single proposal, barring, of course, the Excess Profits Tax, will
largely entail burdens only on the poor. But the main question 'is—whether
there is really any deficit in the Budget. As it stands, dccording to his
own estimation there is only n deficit of 7-16 crores. and I want to know
whether it was not possible for the Finance Member ty find seven crores
to meet an imaginary deficit in his Budget, in times of emergency.

The Honourable Sir Jeremy Baisman: They have found it.

Pandit Krishna Kant Malaviya: By taxing us, not by taxing yourselves.
I know why this Budget is a deficit Budget; it should have been a sur-
plus Budget. Every single item on the income and receipt side has
been under-estimated.

The Honourable 8Sir Jeremy Raizman: No, no.

Pandit Krishna Kant Malaviya: 1 challenge the Honourable Member.
‘The Homourable 8ir Jeremy Ralsman: I challenge you.

Dr. P. N. Banerjea: Time will show.

Pandit Krishna Kant Malaviya: [ uccept the challenge and I ask the
Honourable Member to declare that if at the end of the year it is found
that he had under-estimated the income, then he will refund the tax
that he has raised and refund the money that he has collected . . . . .

Mr, M. 8. Aney: Or earmark it for industrial progress.

Pandit Krishna Kant Malaviya: Or earmark it; as suggested by mﬂ
Honourable Leader, for the industrial development of the country.
the Honourable Member prepared to accept this challenge? He has esti-
mated, Sir, that out of the Excess Profits Tax he is going to collect only
about three lakhs.

Ar Honourable Member: Three crores.

Pandit Krishna Kant Malaviya: I am afraid I was following his
examplé and underestimating the yield—yes, three crores. When such
a tax was levied during the last war, the Government of the day then
estimated that it would amount to about eight crores, whereas it was
found that the yield was eleven or twelve crores. .

The Honourable Sir Jeremy Ralsman: Nine crores,
Pandit Krishna Kant Malaviya: I am not far wrong, and if we could

oollect nine crores, then, there is no reason why we should not be
getting even five crores now.



“a' i .r. U\ THE GENERAL BUDGET~~GENERAL:DISCUSSION 080

.Mr.! Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member hag- got two minutes more.

. Pandit Krishna Kant Malaviya: Then 1 will leave all this high finance
and plead for the petty clerks, poor chaprassis and duftries of this place.
8ir, The Honourable the Finance Member has provided for the increase
in the prices of commodities by forty per cent. so far as the purchases of
the Governinent of India are concerned. I want to know if there is any
provision in the Budget for giving a-dearness. sllowance or higher salaries
to these poorly-paid peons, petty clerks, chaprassis and duftries who
serve the Government of India? How are they going to meet their ex-
penditure when the pii®es of commodities are going to rise by forty per
cent.? My Honourable friend has not provided for the development of
our industries. He has not provided for the military training of our youths
although he wants to win the war. He does not want us to win the war,
he wants to win the war himself, but he wants that we should pay him
for the winning of the war. England, Canada, Australia, South Africa,
will manufacture aeroplanes. munitions, arms, armaments, their youths
will ply machine guns and rifles, Nationgl Volunteer Corps will be raised
in all these.countries, we should stand aside as taxpayers only and supply
the silvar bullets. He proposes to do nothing éven to train our youths
to defend our country. And there is no provision in the Budget for an
increase in the salaries of the petty clerks or those who are poor and who
are in the service of the Government of India. I want to knmow why is
it that there is no such provision in the Budget. 8o far as sugar is con-
cerned, if the unanimous verdict of this House means anything or has
any value in his eyes, he ought to see that the increase in sugar duty
has been condemned bv everybody as it will cripple the sugar industry.
The Leader of the European Group, my Honourable friend, Sir Abdoola
Haroon and every Member who has spoken up till now has condemned
the sugar excise dutv. T hope, Sir, he will, therefore, reconsider his
proposal. T hope, Sir, although it might be hoping against hope that he
will withdraw his proposal so far as the increase in the sugar excise is von-
cerned. I would go further and hope, and that is only proper, if he
accepts my challege, that he will withdraw all his taxation proposals. : .

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member's time is up.

Pandit Krishna Kant Malaviys: All right.

Dr. R. D. Dalal (Nominated Non-Official): Mr. Deputy President,
every twelve months at this time of the year the people of India are on
the tip-toe of expectation for some relief in taxation if the Budget reveals
& surplus, but if the Budget reveals a deficit, they stand in dread of taxa-
tion being increased. The Budget that has been presented ta the House
18, in my opinion, the best that could have been presented in the pfesent
circumstances. Heavy fall in the Customs yield resulting directly from
the war and war organizations have seriously v:pset the financial equilibrium
of India. The Budget of an agricultural country like India is particularly
sensitive to economic fluctuations, while the world at large, on which India
depends for her export markets, is in a state of great disturbance owing
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to war conditions. In-presenting his Budget the Hondsrablé . thé! Finance
Member has shown a commendable sense of vealities, and has revesled
his determination to maintain the credit of India; and I would like to
congratulate the Honourable the Finance Member on the very illuminsting
survey he has made of the financial position of the country. In view of
Indian financial history, I am not at all surprised at the estimated deficit
of seven croreg and sixteen lakhs. Be'it remembered that deficits more
or less have been the characteristic of Indian finante,—not today, not
yesterday, but for the last fifty years.

An Honourable Member: Why? -

Dr. BR. D. Dalal: The number of years in which we have had some
surplus have been few, but the number of years of deficit have been many.
As regards the general nature of the proposed taxation, I must acknowledge
the great ability, vision and foresight with which the Honourable the
Finance Member has performed this duty.

We are passing through most terrible times, and I think it is the
patriotic duty of every loyal citizen to refrain from destructive eriticism
and to support Government in this gtate of trial and difficulty. This is &
time when, we must all make sacrifices, bear, suffer and carry the burdens.
Viewed, as a whole, Sir Jeremy Raisman’s first budget should make an
appeal to all those who are willing to allow their judgment to be kept
free from political bias. All in all, it is an achievement which reflects
great credit on the Honourable the Finance Member.

8ir, 1 rejoice that Government have decided to go on with the decennial
census operations. It is forecast that by 1941, when the next decennial
census will be taken, the population of India would probably reach the
figure of 400 millions. This increase in population has a very definite
bearing on the economic question. If the population of India continues
to grow at the present rate and if the increase in the food supply is not
markedly stimulated, this rise of population on the subsistence margin
must reduce the standard of living. The population problem is deserving
of serious study because of the possible expansions of improved agricultural
practice and the possible application of new scientific discoveries. The low
standard of living and the steadily growing population constitute a very
disquieting combination. So, we should adopt an agricultural policy
which would enable us to aim at a very large increase in the area -of land
under tillage and to thus increase the foodstuffs largely.

b4

Now, Sir, I pass to the guestion of military expenditure. BSir, some
Honourauble Members year in and year out refer to the-high military ex-
penditure, and they press for a reduction in the present strength of armed
forces in India, but I submit that the scale on which the military forces
in India are maintained is no greater than what is required for the defence
of India and the maintenance of internal security. Let us consider the
defence expenditure in India in reiation to the population factor. It is
a fact that before the outbreak of war, the incidence of defence expendi-
ture "in’' India" was Rs. 1-8-0 per head, whereas in Gréat Britain it was
Rs. 80, in the Dominions between Rs, 8-8-0 and Rs. 8, in France Rs. 29-8-0,
in the United Stutes of Awnerica Rs. 18-8-0 and in Japan Rs. 6-8-0. The
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most outstanding military incident has, of course, been the war between
Great Britain and France on one side and Germany on the other. Hon-
ourable Members will admit the cardinal importance of making the Indian
Army as fit for ite task as the application of the latest results, whether of
military invention or of experience in the field, renders possible. The
military expenditure is not higher than the cardinal necessities demand.
The army must be equipped in the manner best adapted to secure the
defence of the country. For this purpose the army must be efficient as
a whole, and not efficient alone but as highly efficient as it is possible ‘to
make it. It must possess the latest armaments. It must be adequately
officered: its superior officers must be scientifically trained. Above all,
the maximum available force must be capable of being directed to the
vulnerable point at the moment of danger. (enerous measure of help has
been extended to India by His Majesty’'s Government in England by the
acceptance of the conclusions of Lord Chatfield’s Committee, and the
country, as a whole, has gratefully welcomed this gift of 45 crores—383
crores as a free gift and about 12 crores advanced free of interest for a
period of five vears. His Majesty’'s Government have thus borne a part of
the military expenditure of this country. This decision of His Majesty’s
Government on the report of Lord Chatfield’s Committee has resulted in
substantial sums being made available to bring India’s defence forces up
to modern standards; and the necessity of laying heavy additional burdens
on the Indian tax-payer has thus been avoided. In this connection, I
would point out that the Government of India are protecting the Frontier
not only for British India but also for the Indian Princes-and Chiefs.
So, it would not, in my opinion, be inopportune if the Indian States are
asked to bear a part of the military expenditure in India—as also a part
of the loss on strategic railways in India.

Handsome savings will accrue from the absence of the Indian troops
in France. The entire expenses of the Indian troops in France, while
they are out of India, from embarkation to return will be borne by His
Majesty's Government in England. Now that the war has broken >sut,
Honourable Members must have been convinced that the military ex-
penditure in India has not been a waste. The army is required to make
Indin safe; and in the event of an invasion, say, by Russia, the theorists,
who denounce any attempt to make Indian Army more efficient that costs
money, would be the first to run round and to take shelter under the
armaments whose expansion they had resisted. If the military protection
of India against the perils by which she may be menaced requires that
this or that expenditure should be incurred, the Government of India
should not flinch from undertaking it, inasmuch as it will be to save 400
millions of people from the perils of disorder, anarchy and chaos that
might ensue, were the British arms in Indis, on or beyond the frontiers
of India, at any time to experience a serious disaster. Let not anyone
carry away the idea that because India has been able to spare a _part of
her army for service in France, Egypt, Singapore and elsewhere, the army
in India can be permanently reduced by that amount. Let no one be
taken in by this sort of argument. There csn be no more complete or
foolish illugion. May I be allowed to illustrate what I mean. Because:
& man lem'is for a night the watch dog that guards his house to a neigh-
bour who is being attacked by robbers, does it, therefore, follow that his
“°"n house Will be able to get on.in future withous protection? " Bir, ‘T

»
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must confess that there is always some risk in denuding India of any con-
giderable portion of her army, but it has been done in the interests of
the Empire, with whose stability India’s own is intimately bound up;
and if India has been helpful to-the Empire without detriment to the
true interests of this country, I earnestly hope that Honourable Members
will be willing to endorse and even to share the responsibility of the
Government of India. I am confident that the part played by India in
the Imperial system and the services rendered in this time of trouble
will not be forgotten by the British Nation, and that when the occasion
arises, India will reap her reward in reciprocal generosity, goodwill and
help.

Maulvi Abdur Rasheed Ohaudhury (Assam: Muhammadan): Mr.
Deputy President, the more I read this budget the more I come to the
conclusion that it is not only an unusual budget but also an unnatural
budget. I will explain later on why it is an unnatural budget. Let me
first of all explain why I call it an unusual budget. I call it unusual,
because this budget has little interest in so far as improvement of this
country is concerned. In presenting the budget the Honourable the
Finance Member touches on important internal matters as well as the
external relations of the country. The Honourable the Finance Member
has given the explanation why he did not tell us much about external
relations. It was on account of war. He remained satisfied with that,
We do-not grudge about that. So far as the internal administration of the
country is concerned, the countrv expected to hear many things.

The Honourable Sir Jeremy Raisman: I spoke for over one and half
hours.

Maulvi Abdur Rasheed Ohaudhury: The Honourable the Finance
Member no doubt took 1} hours, but he talked of things in which we ‘are
not interested. What do we find in this House? We find half the House
lying vacant for more than two Bessions. What is the reason? The
Honourable the Finance Member did not tell us why that deadlock has.
been going on?

The Honourable 8ir Jeremy Raisman: Will you tell us now?

Maulvi Abdur Rasheed Ohaudhury: The Congress Members absented
themselves from the Housé as a protest against taking away the Indian
Army beyond the borders of India without consulting this House., From
the Government side, we have not heard any explanation. From this
side, we find that the Congress Members have been asking the British
Government to declare their war aims and peace aims so far as India was-
concerned. The Government are keeping silent. I say, on the authority
of the Premier of England and other high officials, that Britain has gone
to this war to uphold the principle of independence for smaller and weaker
nations.’ It is, therefote, quite natural for India to agk‘the British Gov-
ernment what their pesee aims are so far as India is concerned. The
Government afe not spesking emything about thet.. Id iz only hatural
that this' questien- should sgitate the minds of people in this  country-
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There are other things like the Hindu-Muslim' differences. - The Govern-
ment owed a duty to this country to see that this deadlock comes to an-
end. We all'®xpected that the Honourable the Finance Member will give
some indication ag to how this deadlock can be ended. But we were sur-
prised to find that although hespoke for over 1} hours he did not touch
on this subject. '

Then, there is the other question which is worrying the Muslims of
this country and that is the question of Waziristan. Warlike operations
are still going on in that country for years and crores have been spent on
these operations. But peace is not in sight even now. The aim of the
Government seems to be to incorporate that country in British India and
occupy the same. We all thought that Government would follow some
set principles in their war operations. As I bave said just now, the Euro-
pean war is said to be waged for securing the independence of smaller and
weaker nations. Applying that principle, why should the Government
wage 8 war against the Waziristan? Is it to trample their independence
under foot? Simply because the Government wapt, to gcoup _the border-
land of India, they are crushing the tribes and want thein "t}oﬁbn_ng under
subjection. These tribes do not want British wealth, they do not want
British bayonets, they do not want British civilisation, they do not want
to come under British influence, they -de not- want Btitish-iculture. such
as women and wealth and wine. They only want to be free in their own
country. But the Government are not sllowing even that also. The
country expected the Finance Member to say something sbout this sub-
ject in his speech.’ These are some of* the interesting points on which no
information is forthcoming. The whole thing has been utter disappoint-
ment.

Now, I come to the budget. What do we find? A most daring innova-
tion, in which the country is most vitally interested, has been made behind
our back. This House has not been consulted, the provinces were not
consulted in this matter. A few years ago, the Government brought Otto
Niemeyer to this country for formulating the principles governing expendi-
ture so far as the provinces were conecerned. Now, Sir, this renowned
gentleman formulated the principles regarding the distribution of some
items of central money between the centre and the provinces. According
to this, a surplus of railway income and a good portion of incorme-tax was
to go to the provinces. This year, according to the principles formulated
by Otto Niemeyer, the provinces would haye got something like 12 crores.
But, Sir, the Centre is not going to tolerate so much money going to the
provinces. All of a sudden without asking the provinces, without bringing
forward any proposal before this Assembly for its approval, the Govern-
ment made some changes under some ‘Order-in-Council’. The result is
that in place of the huge amount which the provinees should get under
the formula of Otto Niemeyer, they have to be satisfied with just®two
crores 97 lakhs. This is the very unkindest cut so far as the provinces
are concerned. The provinces entertained very high hopes. that with the
prosperity of railway budget and with increased earnings under income-tax,
\'-hey ‘will get their full share and that they will be able'to supplement
their income for nation-building' departments. But all this has gone
under. * All of & sudden the Government of Indis ‘without consulting any
;:ﬁe t:'l_mngg&' the whole thing and said, ‘“‘you will get this much and no

2
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The next important change made behind our backs is what is called
the Chatfield arrangement. Last year when we were discussing the Chat-
field Report in this House we were under the impression that the British
Government were making a free gift of 45-crores to India for the improve-
ment and mechanisation of the Indian Army. We, however, soon learnt
that it was not a free gift but a conditional one and India must share
the cost of her external defence with Britain. What is this external
defence? If there is any attack from the North or South of India we can
say it is a question of India’s defence. But we find that when war is
going on in Poland and Finland, India has still got to bear a cost of her
external defence. 8o, wherever there is war in which Britain is engaged,
India will have her external defence there,—whether it is Venezuela or
Alagka or anywhere else. And the question whether this external defence
is India’s duty or of anybody else is to be decided not by India but by
Whitehall.

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member has got two minutes more.

Maulvi Abdur Rasheed Ohaudhury: Coming to the taxation proposals,
the Finance Member has selected sugar and petrol. The principle seems
to be that onee you show signs of limping you must be made lame. Sugar
has already been limping on account of high taxes on it and even the
Finance Member admitted in his speech that last year there was less pro-
duction of sugar than in previous years and a portion had to be imported
from abroad. In spite of that he is going to burden the industry with 50
per cent. new taxation this year. That shows that he has no solicitude
for the sugar industry. It is wrong to tax sugar because that industry
is already showing signs of weakness and the result of this heavy burden
will be that in future you will get nothing further from this source. I
also do not know what actuated the Honourable Member to increase the
petrol duty by two annas. From ten annas it has been raised to twelve
annas, which means an increase of 20 per cent.

Mr. Deputy President (Mr. Akhil Chandra Datta): .The Honourable
Member’s time is up.

Mr. Muhammad Nauman (Patna and Chota Nagpur cum Orissa:
Muhammadan): Sir, it is always difficult to agree to any proposal of taxa-
tion but for Government to be able to function, funds have to be provided
and taxes have to be collected. I am glad that the deficit here has not
been very big although there were speculations that on account of the
incr8ase in defence expenditure the deficit might have been larger. As 8
matter of fact there is no deficit except 8 crores and 29 lakhs due to
defence; and in the emergency conditions in which we are living it is
nothing unexpected. I think we are far better placed than other countries
like Germany, France or England, where even rations like meat and butter
have been fixed. I do mot want to enter into the merits of this war at all
because that question does not concern us, but indireotly it has something
to do . with Indian defence. I think the addition of 8 crores and 29 lakhs
more to the usual military expenses may prove too small a sum for the
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defence of India and we may require more before we are fully secure.
Some Honourable Members said that we are not willing partners in this
war. That question is immaterial for the purpose of our defence because
when other people invade India they will not ask our consent and take
our views into consideration or give sufficient time for preparation.

With regard to the budget I feel that the proposed burdens on sugar
and petrol are heavy but there is no use opposing them unless I can have
strength to oppose and unless I make some alternative suggestions. It is
easy to criticise but you feel the burden when it falls on your own head, to
prepare the Budget. It was not long ago that some of the provincial Pre-
miers and Finance Members were Members of this House or some other
legislatures and they always vehemently criticised the proposals of budget;
but in their own official positions they produced much worse budgets and
brought in ‘‘employment tax'' and ‘‘agricultural tax’’ and ‘‘Petrol tax” and
so on. Even in the House in 1986 the proposal to allocate one crore of
rupees to the rural upliff was opposed by a section of this House, the
Congress Group. We cannot oppose everywhere, but we must do it
where opposition is due. I have said that the popular view is that sugar
and petrol have not enough capacity to hear the burden and an alternative
should have been found out and I hope the Finance Member will explain
why he chose these two unfortunate commodities for taxation. My own
suggestion is and the same was pointed out by Pandit Malaviya, that the
higher classes of officers should have made some sacrifice by way of
salary cuts and some money should have been found in that way.

It is popularly belived that the yield from the Excess Profits Tax has
been estimated at a very low figure. Rumour has it that it should yield
about nine to ten crores, as it did in 1914. Circumstances now are
more favourable than in 1914. The year for comparison then
was 1919 which was & boom year, when people had made large profits
out of the war; but now the comparable vears are three, i.e., 1988, 1987 and
1936, two of which are depression. years and one a year of silver linihg,
certainly not & hoom year in any case. Our idea is that the profit tax
will bring about nine crores and even if it is seven crores, the budget could
be balanced easily. I heard that one firm alone—the Tatas—might pay
about 1} crores—I have nothing to do with it directly, but this is the
rumour as their excess profit is over three crores. I feel, therefore,
that there should have been u reasonable scrutiny of other circumstances
and of other commodities before sugar and petrol were chosen to be the
victims. I might perhaps be courting unpopularity by suggesting an
excise duty on cotton goods in this country and also cement. The}-e l;as
been practically no competition and there has been a sympathetic rise
in the price of cotton and cement. The consumer has to pay in any case;
and we have to see whether things of convenience are to be taxed first or
things of primary necessity. Sugar is certainly one of primary necessity
whereas cloth is of the nature of conventional necessity as compared with
sugar. Petrol, of course, does not touch the poor man; directly perhaps,
88 Mr. Azhar Ali said, it might touch the poor man in this way that
lorries will become more expensive; and perhaps this has been done to
Support the action of Sir Andrew Clow in raising freights by 12} per cent.
and fares of passengers by 63 per cent. as petrol would not allow lorries
& cheaper competition. This might have compelled the Finance Member
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to choose petrol as his vietim; but petrol has already been taxed high
than it has been taxed in sny country—at least that is my impression.
But I think they could have got this amount of, say, about one crore by
increasing by 25 per cent. the tax on foreign liquor and tobacco. Those
are absolutely luxury commodities and cannot be classed even under
conventional necessities

The Homourable Sir Jeremy Raisman: Provided it goes on being con-
sumed at the same rate!l

Mr. Muhammad Nauman: If war conditions continue, prosperity will
continue and people will take to luxury and they will require more smokes
and more drinks. I say this alternative should have been -considered
before sugar and petrol were touched. It is certainly a burden on the
poor to tax sugar, which comes next to salt.

-«
An Honourable Ium_bar: No.

Mr, Muhammad Nauman: Perhaps in your speech you might tell u
what led to these two articles being taxed further. '

As regards expenditure, I would only say that I agree with the Leader
of the European Group ‘that there should be & committee of this House
to examine and scrutinise and advise on the question of accounts’, and
specially on defence matters. If you want to spend Indian money
naturally, you ought to take this House, that is, the people's representa-
tives into your confidence. If you want to say ‘I am going to defend your
housg’ you miust make them believe that vou are defending their house
and get their sanction for expending their money. We also feel that more
elaburate arrangements should be made and our people should be trained
for defence on a larger scale.

'Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member has two minutes more.

Mr. Muhammad Nauman: We should also be taken more into the
confidence of Government which claim to snfeguard us and we should
“have a voice in these matters also. You must, therefore, take representa-
tives of the people in this House int6 confidence as advisers or members
of uny committee which may be appointed. I hope the Government will
consider the point. As regards other points, I have neither the time
nor the materials required to produce a parallel budget or an altfrnative
budget; and unless T am in a position to do that it does not look very nice
to go on ecriticising all the proposals made. With these few remarks I
resume my seat.

Sardar Sant Singh: 8ir, this is a year of a succession of Finance Bills
in one form or the other. When the Session started the Honourable the
Finance Member started with his Fxcess Profits Tax Bill. T.ater on,
came the budget in a different form, in shape of the Railway Budget.
There, fares and freights were raised amd thre poor man was asked to pay
more. Thirdly, we have here this general budget in which we are ask
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to pay much more than we have paid during the -last several years to-
gether. At this stage I would like to remind the Honourable the Finance
Member that before he laid his hand upon fresh taxation he should have
given us—and I think the country expects always, which we find very
rarely in the budget speeches—what is the taxable capacity of the people
to pay, whether it has increased during the past years or whether that
«capacity has gone down. We have never been given from those Benches
what the per capitu income of Indians is and whether it has been deterio-
rating or whether it has been increasing every year. We know only this
much, that during the last ten yvears the reserve of India which was in the
shape of gold, and which is the real reserve of a country, has left the
shores of this country to the extent of 800 crores. When the question
was raised in regard to putting on an embargo upon the export of gold,
we were told that it was the reserve of the country and the reserve was to
be, drawn upon in such lean times. T am sure Honourable Members of
this House will remember that such gold was characterised as 'distress
gold'. Now, all that gold has gone out. Is it not fair and just to the
country itself that that gold should be allowed to come back in order to
complete the exhausted reserve before imposing fresh taxation? 8ir, we
have had leun yeurs for u long time. The people have been impoverished
to & ‘very great extent by the continuoys succession of depression in India.
In equity and fairness, I think it was expected that the country wou!d
be allowed to make up for its old losses when the balance of trade was in
favour of India before the profits were taxed again. The scare of proﬁte’er-
ing is certainly such that it will frighten many pecple. But the question
is, what is the production of wealth in this country? Why is the country
not allowed to get rich enough before it is again burdened and impovesish-
ed by fresh taxation. -

Then, the second point which T wish to deal with in this connection is
this. Since the Excess Profits Bill has been introduced, there Kas been a
sort -of panic in all the mercantile communities. The agriculturiste were
sabout to gain by the rise in prices of their agricultura]l products. The
prices would have risen if they had been allowed to remain at the leval
to which they rose during the last two months till the new crop had come
in and till the agriculturists had sold those crops and gained thereby. But
before the new crops came in, the Excess Profits Bill created such a panic
in the country that the prices at once dropped. Ko far as wheat is con-
cerned, the price dropped by 12 annas per maund. The harvest was about
to come in, but just before that, the prices were depressed by the intro-
duction of this legislation. I will say more about it when that measure
comes bLefore the House for discussion. At present I onlt{I want to draw
the attention of the Governuent of India to the fact that the agriculturists
do expect and rightly expect and they are justified in expecting that the
prices of agricultural commodities shall be allowed to rise to such levels
that there may be some margin of profit left to the agriculj.urist after par-
ing the Government dues and demands. Sir, in the Punjab I can safely
say that there was absolutely no margin left to the agriculturists during
the last ten years since 1931, and it was just the time when the agricul-
turist would have come into his own if the prices had been allowed to rise
to double the price they had been getting during the last ten years.

__ Then, 8ir, the next point I want to deal with is the question of defence.
That is a subject which swallows up a large portion of the revenues of this
©ountry, In this connection may I ask by what canons of morality is it
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just-and fair to ask us to vote,—in fact most of the items are non-voted,—
to the extent of nine crores more this year when we are furnished with a
6 pages book on the defence estimates? Now. here is the book. In pre-
vious years the defence volume extended to something like 200 or 250
pages. I know the war is on, an economy is being practised in printing.
That is the only reason I can assign for this small paged book. or the
other reason would be that the House cannot be taken into confidence on
aooount of the existence of the war. There may be something in that
argument, and I quite appreciate it . . . .

The Honourable Sir Jeremy Raisman: The main reason was given in
my Budget speech. None of those mentioned by the Honourable Member
dre the reasons.

Sardar Bant Singh: The main reason is given in the Budget speech,
but that does not satisfy us. We are to bear this burden: we are w go to
the country and tell the people what juetification there is for the additional
nine crores to be raised from the people on the defence head. 8ir, if the
position of Members of Parliament in England is compared with that of
Members of this House, one will find that there is no comparison. Mem-
bers of Parliament are given an insight into the working of their Govern-
ment, they are associated with the Executive Government in many waya,
in committees and in various other matters.

An Honourable Member: In secret sessions.

Sardar Sant 8ingh: Yes, even in secret sessions. The Members of
Parliament are taken into confidence, but what is the position here? There
is no enlightenment. no light is thrown on any matter connected with tbe
war; we are always kept in the dark. Under these circumstances we
cannot be expected to go to our constituencies and tell them that the
money which is collected from them by way of taxes is being appropriated
to a good cause or it is being spent with our knowledge, after taking us
into confidence.

Now, 8ir, I want to make a suggestion, and that I made at the begin-
ning of the war. It is this, that a Consultative Committee should be
appointed, and it should be mssociated with the Defence Department. so
shat some Members of this House mav be taken into confidence and they
may know how the money is being spent so far as the defence is concerned.
I cannot understand why this demand was refused by Government. When
you ask us for more money, we naturally ask you for more information,
and unless you furnish us with that information. we will not be justified in
giving you our willing support to spend such large amounts.

Then the other point I want to advert to is the breach of the conven-
tion of consulting Leaders of the Parties hefore sending Indian troops
beyond the borders of India. No doubt a consultation was held in one or
two instances previously, but when armies were sent abroad in large
numbers, I don't think there was any consultation held even with the
Leaders of Parties. May I just remind the Honourable the Finance
Member, assuming that he can put pressure on the Defence Department,
to tell them that it is verv hard to get the money out of the House at the
willing vote of the House if even the small convention which was establish-
ed after so much struggle is not respected.
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The third point is the question of the normal expenses of India’s

4rx.  defence. It is claimed that the troops that have been sent
abroad to the countries which are on the borders of India—that is & normal
expenditure for the defence of Indis. So far as military strategy is con-
cerned, it may be true or it may not be quite accurate, I have nothing to
say on that. But may I ask if it is not a grievance, & real grievance that
the Chatfield Committee’s report was not published and this House was
not taken into confidence about the recommendations of that Committee?
Gossip says that according to that report the British Empire was divided
into four zones, one up to Gibralter, second up to Buez, third up to Aden
and the fourth up to Singapore. It is for you to correct me if I am wrong,
because, after all, my information is' not authoritative . . . . .

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member has two minutes more.

Sardar Sant Bingh: The burden of this was entirely laid upon the
British Exchequer. If it is an imperial proposition I fail to see how it is
that India has to pay for the troops that have gone overseas. In this
connection I want to draw attention to the discriminatory treatment that
is being meted out to the Indian troops and to the Indian officers who have
been sent out. While the British officers ure paid overseas allowance, I
understand that the troops that have been sent to iSingapore, Hongkong
and other places—their officers are offered s sea allewance of six annas &
day. This is & ridiculously low sum. Either do not pay it, or pay at the
ordinary scale which is being enjoyed by the British officers. The next point
I want to bring to the notice of the House is the working of the Defence
of India Act. Assurance after assurance was given to us that the Defence
of India Act would be worked only for the purpose of successful prosecu-
tion of the war. But when I wanted information as to how it was being
worked information was withheld, or no information was given to me,
rather the shelter was taken behind the plea that it was not the duty of
the Central Government. But I understand in answer to a question put
in the Parliament it was given out that the Central Government was res-
ponsible for the working of the Defence of India Act.

Mr, Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member's time is up.

Sardar Sant Singh: I request for only one minute. In that connec-
tion I wish to say that the withholding of this information makes us more
suspicious. I ask the Government of India not to take shelter behind
the. technicalities of law, but to keep this House informed if they really
want the help and care for the moral support of this House in this war.

The Honourable Sir Jeremy Raisman: 1 cannot pretend to be other
than gratified at the reception which my first budget bas had not only in
this House but in the country, and I trust that I shall not be accused of
complacency if I say that it is not merely the commendatory remarks
which have been made in this House but it is the criticisms which re-
inforce me in the feeling that there is nothing very seriously wrong with

the proposals which 1 put before the House in my budget speech. I will,
however, Sir, endeavour to deal with the criticisms which have been made.
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First of all, I shall deal with the o]d, old argument that in ‘the cireum-
stances of the time a.deficit in the revenue or s gap between revenue and
expenditure should be met, not by raising additional taxation, but by
borrowing; in other words, it should not be met at all, for we must not
delude ourselves with words. If we spend more than our income and
borrow money, we promise to pay it another day; we .do not solve the
problem. Now, it has been said, why should India slone of all belligerent
-countries aspire to such heights of finaneial purism,' and why should India
alone pay every anna ‘of its way in such abnormal times? The answer
48 quite simple. The answer is that at the present moment and in the
“present circumstances India is able to pay har way. The only justification
which has ever convinced me, the onfy justification for putting the cost of
war or war operations on to a succeeding generation is that it is quite
impossible to meet that cost at the time. At the stage which India has
reached and on the scale in which she has been involved in war expendi-
ture I say that, having regard to the economic condition of the country,
it would be the plain duty of anybody in my position to meet that expen-
diture from current revenue. If he were not to do so in the- present
circumstances of the eountry, then I cannot imagine for what more favour-
able day he is waiting or on what shoulders he proposes to lay the burden
which he puts off today. I do not say that that will alwags be so.
Obviously, ‘it is possible that military expenditure might reach a figure
which was beyond the taxable capacity of this country to meet. I hope
that that will not happen, but I have had to allude to possibilities of that
kind in my budget speech, because the budget is based not on an attempt
to forecast the military developments of the next twelve months, but on
actual commitments in respect of defence which we have already under-
taken. Sir, that brings me to the second point which is prominent in the
criticisms of the budget, namely, that the revenue has been grossly under-
estimated. '

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)
resumed the Chair.]

Several Honourable Members have lightly thrown out challenges at
me, they have been prepared to wager that my estimates in customs or
excise, and particularly in regard to Excess Profits Tax are very much
on the low side. I should like to ask them to give me an undertaking.
Will they assure me that the expenditure on India's defence for which
we shall become liable in the course of the next twelve months will not
exceed the figure which I have had to take for the purposes of the budget?

Mr. M. 8. Aney: The cat is out of the bag, in that case.

The Honourable Sir Jeremy Raismsn: The cat was out of the bag in my
Budget speech. I pointed out in my Budget speech that the uncertainties
which faced us in the course of the coming year were such that it was im-
possible and exceedingly unsafe to take a more optimistic view than I had
done of our revenues. 1 am not talking at this moment of the Excess
Profits Tex; I shdll come to that in a moment. I am desling with the
estimates of the customs and excise : and if it is letting the cat out of the
bag to say that, in framing those estimates, I had to have regard to the
possible contingencies of the coming year, then the cat was well out of the
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bag on the évening of February the 20th. I think, Sir, I must quote my
own words in order to clear that point:

“For the moment, we face a situation in which the probabilities are heavily
weighted on the side of additional expenditure on the defence of India whilst at the
#ame time many siniater contingencies also threaten our revenues. It has no doubt
been possible at this particular juncture of time to base a fairly encouraging view on
our actual recent experience, but the plain fact whigh we have to recogmise is that
all changes in our position are more likely to he for the worse than for the better.”

That, Sir, is my answer to the charge of under-estimation of revenue
The estiniation of revenue is always in a sense a gamble. You have a
bracket, so to speak. You may do as well as A, you may do as badly as B,
but the gap between A and B may be a very wide one and you have to go
somewhere in the middle of that bracket so as to minimise the possible
-error, and that, Sir, is what I have attempted to do. What I did emphasize
and what I must repeat now is that the uncertainties of the present time
are so great that the gap, that the possibilities of error were particularly
lsrge, and, therefore, I was bound to take a view which took into account
those possibilities.

Now, Sir, I do not wish to anticipate what I shall have to say when we
come to discuss the Excess Profits Tax Bill, but since the charge of under-
estimation is being so freely bandied about, I must draw attention to two
or three important, facts which bear on the forecast of the yield of a tax of
that kind. . In the first place, it must be remembered that the trading
periods that will come under assessment in the course of the next year,
will not normally be completed years but will be broken periods. We do
not expect to assess, in the course of the coming year, more than fragments
of a year. In the second place, the procedure and machinery whieh it will
be necessary to set up for the collection of that tax is such, and the periods
of time which must be given at each stage will be found to be such, that
many of the assessments which are taken up in the course of the year will
mot be capable of completion before the end of the Budget year. In the
third place, 1 would point out that I took the estimate of three crores as the
net additional revenue after allowing for the effect of income-tax and super-
tax. Now, so far as we can judge, that efiect would be of the order of ne
<rore. Therefore, in order to realize a net three crores, the gross assessment
of Excess Profits Tax would be of the order of four crores. In other words,
the total excess profits which should be brought under assessment in order
to yield a net additional three crores are eight crores of rupees. Now, when
it is realized that we shall probably only be dealing with fragments of a
year, then I claim, with confidence, that the estimate of a net addmom_;l
three crores of rupees, to be collected in the course of the year 1940-41, is

by no means an under-estimate.

Mr, M. 8. Aney: May I just put one question? What will be the likely
additional cost of collection?

The Homourable Sir Jeremy Ralsman: I regret I cannot answer that
question without preparation because 1 have not yet been able to deal in
any detail with the machinery that will be required. It may be said—jf
three crores was only, so to speak, a fragmentary estlmate,'why did I not
put before the House the normal yield of one full year, as is usually done
when new taxes are introduced? The answer is that the estimation of the
Yield of this tax was a matter of great uncertainty and that I thought it .
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best to confine myself for the time being to the smaller problem. If I were
to multiply that forecast by a figure to give the yield in a full year, I should
also be multiplying the margin of error, and I thought that before I next
come to present a forecast of the yield of that tax, I should have a great
deal more information on which to base our estimate. I should have a
finally enacted measure, I should have a certain amount of experience of
its working, and I should have been able to watch the progress of collec-
tione during the year 1940-41. E

1 pass, Sir, to another point, a point of criticism which has figured both
in the speeches in this House and in the comments made in the Press, and
that is the amendment of the Niemeyer Order in Council. It has been
repeated in certain quarters that this was a most extraordinary and unwar-

ited step and that it was in a manner a cheating of the Provinces of their
gitimate expectations. Now, Sir, I should like to take the House back
for 8 moment to the general frame-work of the constitution in this respect.
Under the Government of India Act and the Order-in-Council it is provided
that in a period which shall not be less than ten years the Centre shall
devolve to the Provinces one-half of the divisible income-tax, or rather that
one-half of the income-tax shall be provincial revenue, but that the Centre
shall retain the whole or part of the provincial share for a period which can-
not be less than ten years. Now that ten years is again broken into two
periods of five years. In respect of the second five years, the Act provides
for a gradual diminution of the amount retained by the Centre until the
Provinces are receiving_their full 50 per cent. of the income-tax. That is a
fairly straightforward proposition. There are only two features to which I
should like to draw attention. One is that the Act provides that by no
amendment of the Order-in-Council can the period be shortened, i.e.,
neither the first five nor the second five years. In other words, the Consti-
tution gave a full ten years to the Centre to adjust itself to this devolution
of revenue. The second point is that it is provided in the Act that if am
emergency should arise during the period of the second quinquennium, then
the Governor General in his discretion had power to arrest for a year the
further devolution of the income-tax. In other words, the second quinquen-
nium could be extended to a longer period in case of emergency. These
provisions of the Act reveal a very natural anxiety on the part of the framers
of the Constitution to safeguard the financial stability of the Centre whilst
it was executing this very important devolution of revenue, for it must be
remembered that the amounts conceived to be at stake were of the order
of eight or nine per cent. of the total revenues of the Centre.

I now come to the first quinquennium, the first five years of the period
of ten years. In regard to that, what the Act provided was that the Centre
would retain of the provincial share such sum as may be prescribed. That
is all. In other words, the Centre could retain the whole if so preseribed
or it could retain a prescribed part. When 8ir Otto Niemeyer came out to
make his inquiry, one of his most important functions was to recommend
what should be the sum prescribed for retention by the Centre in the first
period. Now, he proceeded on the basis that in accordance with the spirit
of the Constitution it was necessary to see that the financial stability of
the Centre was maintained during this adjustment and he came to the
conclusion that in the first five years, the Centre should only be asked to
give up such portion as it could afford to give up without damage to its
existing position. Now, he looked at the financial situation as it then exist-

"ed and he observed that the most striking feature was that whereas the



y THE GENERAL BUDGET-—GENERAL DISCUSSION 953

Railways had some years before made regular contributions to general reve-
nues, they had not done so for a number of years. He saw no immediate
prospect of railways resuming those contributions but he naturally thought
that if the Railways could resume part of the'contributions which they used
to make, then, if the circumstances of the Centre remained otherwise un-
changed, they would obviously to that extent be better off. He took the
probable yield of the divisible income-tax in a period of reasonable prosperity
to be something approaching to 13 crores and he, in effect, devised a formula
which said: When the Railways make a contribution, you should spare
that for the provinces, so that you can retain 18 crores of income-tax plus
whatever railway contribution is necessary to bring the income-tax up to 18
crores when it falls short of that figure. Now, Bir, the circumatances have
changed completely and I claim that they have changed in a manner which
Bir Otto Niemeyer could not be expected to have foreseen or rather, if he fore-
saw them, he naturally assumed that in a contingency such as war, we
would deal with the circumstances as they arose and would not necessarily
adhere to a formula such as he had put forward. For, remember this
formula was merely one to regulate the distribution of income-tax in the
first five years whilst fitting into a framework of devolution over a period of
ten years or more.

Now, what happened when the war broke out ? Apart from serious
threat of deterioration in our customs revenues and very important increase
in our defence expenditure, the earnings of Railways began to move up
sharply, and owing to the economic prosperity, which many Members have
denied but which, nevertheless, will be reflected in increased collections of
income-tax, the prospective yield of income-tax began to move up. We
were faced with a situation in which it was by no means impossible that
on the Niemeyer formula one-half of the total divisible income-tax would
fall to be distributed to the provinces from the third or fourth year of the
ten year period and that the whole scheme which the framers of the Cons-
titution had drawn up in order to enable the Centre to adjust itself to the
devolution of income-tax was to be swept away in the course of a few
months. I claim, 8ir, that that is a situation which, on any reasonable
view, was bound to be corrected and, moreover, I claim that the manner
in which it has been corrected is one which has done no injustice whai-
ever to the provinces and that, on the contrary, they will still be in a
position of having benefited by the change which has tuken place. I do
not mean that they will receive the amounts which they would have
received by a blind application of the Niemeyer formula. That, T have
attempted to show, was unreasonable and impossible. But if you take
the period involved, namely, not less than ten years, and if you reckon
that within the period of ten years the provinces were to work up to a
total of 64 or 7 crores, and if you bear in mind that they started with a
distribution of about & crore and a third (and that, too, & fortunate develop-
ment which had not been expected), if you imagine that they ought to
progress more or less steadily from that beginning to a final distribution of
6} or 7 crores, then you will see that since in the present year they are to
receive something of the order of 240 lakhs and in the next year, which is
only the fourth of the 10 yesrs, they are to receive payments
of the order of 800 lakhs, they ;re hbelng dgunr;nteed bl:e stg:ndsy
and very satisfactory progression towards the end whic : -
ﬁfmtioniad in viewj,, J)nr(r}lgeliz, that by the termination of a period oi ten
years and not less, they should be in possession of one-half of thé divisible
meome-Hax., '
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_The next point which [ have to deal with is the question of control of
expenditure which was mentioned in seversl quarters of the House. The
suggestions made on this subject were not very precise and I cannot sa
that I have received n very definite impression of what is desired. {

ginted out the other day, in answer to questions, that there were obvious-
'.%ﬁ,serioua limitations on the extent to which any committee, whether a
committee of businessmen or a committee of this Hause could he associat-
ed with the day to day control of emergency expenditure. I may say that
that is a problem which has caused me a good deal of anxiety, that I have
had to call more and more an the resources of personnel at my disposal
and that [ have constantly had to see where experienced ofticers should be
placed in various new branches of spending departments in order that they
might effectively control the volume of spending, without dangerously
holding up the sactivities of executive departments. Obviously if this is a
matter which is extremely difficult to arrange even oo the level of admi-
nistration and of executive machinery, I say it is a matter which would be
extremely difficult for any non-official element to participate in. But 1
understand the feeling that this House has that in recent years it got out
of touch with Government expenditure and that it has not for sometime
enjoyed even those facilities which it enjoyed in the past. T am, there-
fore, prepared to renew the offer which was made by my predecessor. I
am prepared either to move for the election of a Standing Finance Com-
mittee or, if the House should prefer that course, take steps for the esta-
blishment of an Estimates Committee of this House.

Dr. 8ir Ziauddin Ahmad: The first one would be better.
My, Muhammad Nauman: Do you propose to have hoth or only one?

The Honourable Sir Jeremy Raisman: I was prepared to accept either
of these and I do not think that there is room, particuiarly at the present
time, for both. After all officers of the Government have to appear before
these committees and & good deal of time is taken up in preparing mate-
rials and I think that if the House is associated with the expenditure of
Government in either of these ways, it should be adequate.

Mr. M. 8. Aney: The old committee will be better.

The Honourable 8ir Jeremy Ralsman: T shall endeavour in the course
of the next week or two to ascertain what are the desires of Parties on this
subject, :

In conclusion, I would agsin ask the House to realise that a budgei
framed on this occasion cannot. poesibly - pretend to take into account
what contingencies may arise in the course of the next twelve or thirteen
months and I would impress upon the House the importance of viewing the
budget in the background which I carefully piaced before them at the end
of my budget- speech.

Mr. Pregident (The Honourable Sir Abdurlhahim): . Before adjourn-
ing the Assembly, the Chair would remind - Hanourable Members that
voting on Demands for Grants commences on Friday, the 8th March.
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In view of the previous practice, the Chair would ask the Leaders of
Parties and of various Groups to come to the necessary arrangements
about discussion of cut motions.

Dr. 8ir Ziauddin Ahmad: We have siready come to an arrangement
and intimated the same to the Assembly Office.

Mr, President (The Honourable Sir Abdur Rahim): The House will
now adjourn.

The Assembly then adjourned till Eleven of the Clock on Wednesday,
the 6th March, 1940.
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