
THE

LEGISLATIVE ASSEMBLY DEBATES

Official Report

Volume 1 , 1940

[6th Febrttarv to 5th March, 1940)

ELEVENTH SESSION
OF THE

FIFTH LEGISLATIVE ASSEMBLY,
1940

P u b l is h e d  b y  t h e  M a n a g e r  o f  P u b l ic a t io n s , D e l h l

PfilNTED BY THE MANAGER, GOVERNMENT OF INDIA PRESS, SiMLA.
1940

M2LAD

1st March 1940



Legislative Assembly.

President:

T h e  H o n o u r a b l e  Si r  A b d u r  R a h im , K.C.S.I.

Dejmty President :

Mr. A k h il  C h a n d r a  D a t t a , M.L.A.

Panel of Chairmen :

D r . Si r  Z ia u d d in  A b m a d , C.I.E., M.L.A.

Mr. M. s. A n e y , M.L.A. 

S i r  Co w a s j i  J e h a n g ir , B a r t ., K.C.I.E., O.B.E., M.L.A. 

M r . a . A i r m a n , C.I.E., M.L.A.

Secretary :

M ia n  M u h a m m a d  E a f i , B a r .-a t -L a w .

Assistants of the Secretary:

Mr. M. N . K a u l , B a r .-a t -L a w .

K h a n  Sa h ib  S. 6 .  H a s n a in .

Marshal:

Ca p t a in  H a j i  Sa r d a r  N u r  A h m a d  K h a n , M.C., I.O.M., I .A .

Committee on Petitions:

Mr. A k h il  Ch a n d r a  D a t t a , M.L.A., Chmrman,
M r . a. A ik m a n , C.I.E., M.L.A.
S y e d  G h u l a m  B h ik  N a ir a n g , M.L.A.
M r . N. M. J o s h i ,  M.L.A.

^SiR A b d u l  H a l im  G h u z n a v ^  M.L.A.



CONTENTS.

V o lu m e I.— 6th February to 5th March, 1940.

'T u e s d a y , 6 t h  F e b r u a r y ,  1940,—  
Members Sworn 
Starred Questions and Answers 
Unstarred Questions and 

Answers . . . .  
Statements laid on the Table 
Death of Mr. Sham Lai . 
Motions for Adjournment re— 

Riots in Sind—Disallowed 
by the Governor General . 

Haj Pilgrim Traffic—Permis
sion to move not granted . 

Panel of Chairmen .
H. E. Governor General’s 

assent to Bills 
Home Department Declaration 

of Exemptions laid on the 
Table . . . .  

External Affairs Department 
Declaration of Exemption 
laid on the Table 

The Indian Arbitration Bill— 
Presentation of the Report 
of the Select Committee 

The Registration of Trade 
Marks Bill—^Presentation of 
the Report of the Select 
Committee 

Insurance Rules laid on the 
Table . . . .  

Election of Members to the 
Standing Committee for 
Roads . . . .  

The Drugs Bill—Introduced 
The Offences on Ships and Air

craft Bill—Introduced .
The Indian Coinage (Amend

ment) Bill—Introduced 
The R^erve Bank of India 

(Amendment) Bill—Intro
duced . . . .  

The Royal Indian Navy (Ex- 
tention of Service) Bill— 
Introduced 

The Registration (Emergency 
Powers) Bill—Introduced 

The Foreigners Bill—Intro- 
t  duced . . . .

Pages.

1—2
2—9

9—16
15—61
52—63

53

53
54

54

54—57

57—58

68

68

68—84

Pages.
T u e s d a y ,  6th F e b r u a r y ,

1940,—covid.
The Excess Profits Tax Bill— 

Introduced and djlscussion 
on the motions to refer to 
Select Committee and to 
circulate not concluded . 87—132

W e d n e s d a y ,  7t h  F e b r u a r y ,
1940,—
Starred Questions and An

swers . . . .  133—143 
The Press and Ragistraticm of 

Books (Amendment) Bill—
Motion to circulate nega
tived . . . .  143—165 

The Indian Penal Cod© 
(Amendment) Bill—Cir
culated . . . .  166— 166 

The Aligarh Muslim Univer
sity (Amendment) Bill— 
Introduced . . 166

The Transfer of Property 
(Amendment) Bill—Intro
duced . . . .  156—157 

T h u r s d a y ,  8 t h  F e b r u a r y ,
1940,—
Starred Questions and Answers 169—73 
Resolution re—

Guiding principles in res
pect of catering contracts

8 6 drawn . 173— 98
85 Air Defence of India—

Adopted 198— 220
85 F r i d a y , 9 t h  F e b r u a r y ,

1 9 4 0 ,—
22185— 86 Members Sworn

Starred Questions and An
swers . . . . 221— 35

8 6 Unstarred Questions and
235— 37Answers . . . .

Messages from H. E. the
2378 6 Governor General 

Election of Members to the
86 Standing Committee f6r

238Roads . . . .
8 ^ 8 7 Committee on Petitions . 238



11

F E iD A r , 9 t h
\ ^ ,—contd.

FlIBEUABy,

Home Department Declaration 
of Exemption laid on the 

,T M e  . . . .  
The Excess Profits Tax Bill— 

Discussion on the motions 
to refer to Select Committee 
and to circulate not con
cluded . . . .

M o n d a y ,  1 2 t h  F e b e u a b y ,  
1 9 4 0 ,—

Member Sworn
Starred Questions and 

Answers . . . .  
Statement laid on the Table 
The Excess Profits Tax Bill— 

Referred to Select Committee 
The Registration (Emergency 

Powers) Bill—Passed as 
amended 

The Foreigners Bill—Passed . 
The Royal Indian Navy (Ex

tension of Service) Bill— 
Passed . . . .  

Resolution re amendment of 
Rules governing the grant 
of Travelling and Other 
Allowances to Members of 
the Indian Legislature— 
Amendment of Mr. J. D. 
Boyle adopted .

The Drugs Bill—Referred to 
Select Committee 

The Offences on Ships and Air
craft Bill—Pfissed

W e d n e s d a y ,  14 th  F e b r u a r y ,  
1 9 4 0 ,—

Member Sworn
Starred Questions and 

Answers . . . .  
Unstarred Question and 

Answer . . . .  
Motion for Adjournment re 

Raid on the Punjab Town 
by Tribal Gang—Ruled out 
of Order . . . .  

The Indian Merchant Shipping 
(Amendment) Bill—Circu
lated . . . .

The Aligarh Muslim Univer
sity (Amendment) Bill— 
Circulated . . . .

P a o b s .

238—39

239—79

281

281 — 95
2 96

296 — 3 24

3 24 — 25
3 2 & - 2 7

327 — 28

T h u b s d a y , 1 5 t h  F b b b u a &y , 
1 94 0 ,—

Starred Questions and 
Answers . . . .  

Unstarred Questions and 
Answers . . . .  

Election of Members to the 
Public Accounts Committee 

The Reserve Bank of India 
(Closing of Annual Accounts) 
Bill—Introduced 

The Indian Arbitration Bill— 
Passed as amended 

The Registration of Trade 
Marks Bill—Passed as 
amended . . . .

16t h  F e b r u a r y ,

P a g e s .

399—427

4 2 7 — 2 9

4 3 0

4 3 0

4 3 0 — 4 6

4 4 5 - ^ 5

329—30

330

331

333

333-49

349

3 4 9 — 5 0

350—78

3 79— 97

F r i d a y ,
1 9 4 0 ,—
Starred Questions and Answers 4 5 7—66  
Presentation of the Railway

Budget for 1940 -41  . . 4 6 6 — 75
The Factories (Amendment)

Bill—Introduced . . 4 76
The Indian Emigration 

(Amendment) Bill—Intro
duced . . . .  4 7 6

T h u r s d a y ,  2 2 n d  F e b r u a r y ,
1 94 0 ,—
Starred Questions and

Answers . . . . 4 7 7 — 82
General discussion of the Rail

way Budget . . . 4 8 3—5 37

F r i d a y ,  2 3 r d  F e b r u a r y ,
1 94 0 ,—
Member Sworn . . . 5 3 9
Starred Questions and 

Answers . . . .  5 3 9—59
Unstarred Questions and

Answers . . . .  559—61
Message from the Council of 

State . . . .  561—62
Arrangement re discussion of 

the Railway Demands for 
Grants . . . 562—63

The Income-tax Law Amend
ment Bill—Introduced . 563

The Reserve Bank of India 
(Second Amendment) Bill—
Introduced . . 563

The Indian Coinage (Amend
ment) Bill—Passed . . 563—66

The Factories (Amendment) '
Bill—Passed as amended . 566—83



m

P a g b s .

FfciDAY, 2 3 b d  F e b r u a r y ,
1940 ,— coTifti.
The Reserve Bank of India 

(Closing of Annual Accounts)
Bill—Pass^ . . .  683

The Indian Emigration
(Amendment) Bill— P̂assed . 583—86

The Reserve Bank of India
(Amendment) Bill—Passed . 686—86

SATURDAY, 2 4 t h  F e b r u a r y ,
1940,—
Member Sworn . 587
Starred Questions and

Answers . 587—600
^Postponed Questions and
 ̂ Answers 600—03
Unstarred Questions and

Answers 603—04
Election of Members to the

Public Accoimts Committee 604
The Railway Budget—List

of Demands— . 604—58
Demand No. 1—Railway

Board— 605—58
Control of Capital Ex-

penditure . 605—23

Paosb.

Vagaries of the Grand 
Trunk Express running 
between Madras and 
Delhi—

Increase of Freights 
Grievances of Railway 

Employees .
M o n d a y , 2 6 t h  F e b r u a r y , 

. 1 9 4 0 , -
Questions and

6 2 4 — 29
6 30 — 4 9

6 6 0 — 58

Starred
Answers . . . .  669—69

Unstarred Questions and
Answers . . . . 669—70

Statements laid on the Table . 670—71
The Railway Budget—List of 

Demands . . . .  671—730 
Demand No. 1—Railway 

Board . . . .  671—727 
Grievances of Railway 

Employees . . 671—83
Muslim Grievances . . 683—720
Conditions of Service in 

Railways . . . 721—27
Demand No. 2—Audit . 727
Demaud No. 3—Miscella

neous Expenditure . 727
Demand No. 5—^Payments to 

Indian States and Com
panies . . . .  728

M o n d a y ,  2 6 t h  F e b r u a r y ,  
1940 ,— carUd,
The Railway Budget—list of 
Demands—contd.

Demand No. 6-A—^Working 
Expenses—^Maintenance of 
Structural Works 

Demand No. 6-B—Working 
E x p e n s e  s—^Maintenance 
and Supply of Locomotive 
Power . . . .  

Demand No. 6-C—Working 
Expenses—^Maintenance of 
Carriage and Wagon Stock 

Demand No. 6-D—Working 
E X p e n s es—Maintenance 
and Working of Ferry Stea
mers and Harbours . 

Demand No. 6-E—Working 
Expenses—Expenses of
Traffic Department . 

Demand No. 6-F—Working 
Expenses—Expenses of
General Departments 

Demand No. 6-G— Working 
Expenses — Miscellaneous 
Expenses 

Demand No. 6-H—Working 
Expenses—Expenses of
Electrical Departments 

Demand No. 7—Working Ex
penses—Appropriation to 
Depreciation Fund . 

Demand No. 8—Interest 
Charges . . . .  

Demand No. 10—Appropria
tion to Reserve 

Demand No. 11—New Con
struction 

Demand No. 12—Open Line 
Works . . . .  

T u e s d a y , 27 t h  F e b r u a r y , 1940 ,—  
Starred Questions and 

Answers . . . .  
Unstarred Questions and 

Answers . . . .  
Central Government Appro

priation Accounts and 
Finance Accounts 

Demands for Supplementary 
Grants—Railways 

W e d n e s d a y , 2 8 t h  F e b r u a r y , 
194 0 ,—
Starred Questions and 

Answers . . . .

728

728 

728

728

729 

729 

729 

729

729

730 

730 

730 

730

731—49 

760—60

760

760—81

783—804



IV

P a g e s .

W e d n e s d a y , ^ 8 t h  F e b r u a b y ,

Resolution re—
Constitution of the Simla 

Town as a Centrally 
Administered Area—^With 
drawn .

Appointment of a Com 
mittee to formulate a 
Sound Policy for Deprecia 
tion and Capital Expendi 
ture in respect of the Rail 
ways—^Withdrawn . 

Picture Gallery for New 
Delhi—Withdrawn . 

Enactment of Labour Legis 
lation on certain lines— 
Discussion not concluded .

T h u r s d a y , 2 9 t h  F e b r u a r y ,
1940,—
Member Sworn
Starred Questions and 

Answers . . . .
Presentation of the General 

Budget for 1940-41
The Indian Finance Bill— 

Introduced

804—20

820—40

840—46

847—48

849

849—50

850—72 

872

Pagbs.
F r i d a y , 1s t  M a r c h ,

1940,—
Starred Questions and

Answers . . . .  873—80
Statement of Business . . 880—81
The Coal Mines Safety (Stow

ing) Amendment Bill— Întro
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.; ' I.EGISLA'rlVE .ASSEMBLY·. 

Fritlay, 1,t MMch, 1940. 

The Assembly met in the Assembly Chamber of the Oounoil Ho11se 
et Elevttµ of the Clock, Mr. -President (The Honourable Sir Abdur 1\ahim) 
in the Chair. 

STARRED QUESTIONS AND ANSWERS . 

.. ,, 
_(a)_ ��L,.�8����- :� 

•   

LiooOB•Hooow P6ii' Wmllldl88 RBOBiTINa Bns; · PaoG&aMMM · .u-n
STAFF OF THI: ALL-INDIA. RADIO. 

HI. *Bh&t Parma' K&114: (a) Will· the ·Hdilourable ·l,tember ·.if'*' Com
munications be pleased to state the number of licence-holdera,·fot' wrireleaa 
,11;eeeiviag. sets, <¥1 the. 3ls� Dec�J,Jlbe�1 . .ll:}39, axiq. hqw fl¥'ll.Y �f t;em. were 
Rin.dus al)d ho�, �aµy .Mu11lim�, a111 far as ca1.1 be. 11aqert&in,e� � .f:lte 
·names of the licensees Qr. 1?,thei:w1.�El? -. : . , , 1 . • • , 

(b) How m1my prog:-aµu;nos o.f the. All�lndia �adw were• �\·en to
Hindus and how many to Muslims d_Ul'ing the ye&l' e,udl� 1�lilt. December, 
1939, and what" were th� respectiv_e amounts p�id; to; 1tp.e�? ·; · 

(c) How many Hindustani programmes of the All-India Radio were
,giv�n to Hind.us ,ap.d hoVI many to M�i�&;.��!th�.»!W e� 81st 
December, 1989, and what were the re11pective a,r101,U1�,.p�d .to theQl? ·

(d) What is the ratio of Hindus and Muslims employed 'in the
Hindustani programme staff of the AU-lnci.ia l.wlio?

• ' ' • .,,/ .. ·J .' : , .. � '.,:":.,, .. · ·:i ,..,;:···�·· 

'l'he Bcmourable Sir Andrew mow: (a) 92,782. Information �egnrding 
the }atdtertopart

t tof tth� 1�,��n . is nqt ��11,i��!t �� lfc��.:���i.M8 not·requll'e s a e· a,r reu15.on. 
(b) and (o). Programmes are· gi�1to.Al,i:�h�;-0� . .flo,,ianal.111Jd the 

_great bulk of the ite� are not .. designed specially for· persone belonging to · particular communities. Separate lists are not maint.Rined giving the. a�ounts �aid t.o artists of cµfferent .-e1i�oua �i�! _.. , ,,, i. .•. \ . ", 
. ' ... .. . 

( d) Hindustani programmes are mainly broadcast from the" Bo'rril'>ay,
Delhi, Lahore and Lucknow Stations of All-India Radio. �!>_put j;hree

, :�fth of the programme ataff .at the11�Fii&tiitii';�!!iMMI M'll!WiiH� ittil" two
fifth of Hindus. The proportion of Hindus is much larger at'lflhe :remain
ing stations of All-India Radio.' ' 

;;. ' HINDUSTAlfI pul!l'SLA.?:'.°�
1 
A.1!� �

t
ir��1� )7'! /fHi,��U 

 ;i ," '  ,, -:' 

244, *Bhll Parma •aqd: (�) Will tb.e, ��nOljl'Jlb!��.M�.��l' fo.rr,Com-1·'!9WliC&tions please· eta.1e• h�� ·.m.a�y HiridnstA'iif�iKtt i'. �te8t?tn}l?yed 
"t"_tibe Cen:tral -News Organisation· pf .ttie All-l#dia �cf10 liil,d &qw .�ny of ·. aheN know Hindi imd blil'e·experience'of fflndi j�i�, ?. ... ,..'. _:;i,,,

( 873 ) 
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(b) What scri""· ii' a..~ in the Hind~~a:tli- J :NQ'R Bulletins of the All· India Radio? _1{V, - " " ., 

(cl How many Hindu~ni All'uouncera are there at the Delhi Radio 
Station, and how many of these are Hindi knowing Hindus? 

(d) What is the number of Muslim Announcers of Hindustani at Delhi 
-Radio Station? 

(e)-,How many Hindustani dramas were broadcast during the year 
p.nding 31st December, 1939? 

(f) Is the Sarang the fortnightly magazine published by the All-India 
Radio, a Hindi ,OJ; Urdu magazine, and who is itB ed.i\Qr? What are hiB-
qualifications i,n Hindi? 

The BOIlOU1'able Sir ADdrew 'OloW:~(al Four. All 01 them understand' 
Hindi. : ,lXon~ of th8l!l, has hM experience of Hindi jour~ali.ro. 

(b) Urdu. 
{c) «,hres. ;0ne of them is a Hindi knowUl, Hin.du._ 

. (d) Two. 
"(e) The attention of the Honourable Member is invited to the fortnight-

ly issues of the India.n Listener which contain the required information and 
copies of which are available in the Libra.ry of the Legislat1lre. 

(f) The. Sarang is a Hindustani magazine printed in the Devanagri 
script. Its EdUor is Mr. A. N. Bhanot. He is a graduate of t.he Punja\> 
University and took Hindi as one of his subjects in the Degree course. 

JI&D4l\ KlllhDaKaD' Kl1avlJa: With regard to part (a), do the trans-
lators know Hindi at all? 

. The BOI101Il'able Sir Andrew Olow: I have said that all of them under-
stand Hindi. 

"1J&Ddlt;'Krli1iu Kant iIalavlya: Can lob"" read or write Hindi? 

fte'BaIi.ou&ble Sir '.Anclrew mow,: I believe that two of them use the, 
!DevlIDagri script, if that is what the Honourable Member wants to knc.w. 

Dr. Sir ZiaaddlD Ahmad: What does the Honoura.ble Member mean by 
,.' • Hindustani "? 

~ Bonoarablt SIr ADdrew Glow: I have not mentlioned thil.t 'word:iD: 
my answer. 

Dr. Sir ZiauddlD Ahmad: It is in the question. 

cifheJitCJaOiUable strbdr.w 0101r: I am not responsible for inter.preting 
the question; I can only interpret my own answer. 

Dr. 'SIr·Zlallc1cllD. Ahmad: How ca,n the Honourable Member answer' a 
'question without knowin~ what it means? When the word "Hindustani" 
is in the question, did the Honourable Member reply to it without knowtag-
what that word means? 



~. QllBSTlPNS . A,ND ANSWERS 

l.'ILe.ouourable BlrAdn1l Olow: It is not always easy to ~ow .what 
,.!.question meana, but I .do my best. Sir,I am very sorry j I .did ~ jn 
:~ w r to clause (f) that the. Sarang is a Hindustani qlagume. 

Dr. Sir Zl&uddln Ahmad: This matter will come up in connection with 
que!itions on the Radio, and so I want to uDderstapd it. What '. the 
difference' between Hindi and Hindustani? 

The Honourable Sir Andrew Olow: I think the Honourable Member will 
. have 'to address that question to the Secretary of the Education, Health 
and Lands Department. 

TaST ~  SELBOTION 01' HINDUSTANI TBdSL&'l'OBS I'OB TJDD Au.-hmu. 
RADIO. 

2iI. ·.bat P&nD.& Band: (a) Will the Honourable Member ·fot' Com-
municat'ions pleuse state how many Hindus and how many Mualims were 
called in the test held to select Hindustani Translators? 

(b) How many Hindi knowing and how many Urdu knowing men were 
. oin~d  

(c) How many of them hud experience of Hindi journalism and hQw 
many of Urdu journalism? . 

The Honourable Sir Andrew Olow: (a) 80 Muslims and 16 HindUs. 

(b) All the four translators appointed understand both Urdu and Hindi. 

(c) Three of the translators have had experience of Urdu journalism. 
. . 

Dr. Sir Zlauddln Ahmad: In this ~u tion the word "Hmdna_i" 
occurs in one paragraph and the words "Urdu" and "Hindi" in the re-
maining para.gra.phs. What is the difference? 

Mr. Prealdent (The Honourable Sir ~ dur Rahim): The Honourable 
Member can draw his own i r~ . 

PRoMOTION OF CLBBKS IN TJl]C NOBm WZSTlDBN .u.w~  4900wn'S 
DRA.BTIID'l'. . 

Me. ·Mr. H ••• Abdullah: (a) Will the Honour&ble Member lor 
Rnilways please state whether it is a fact that in the North Western Ban-
way Accounts Departq1.ent.ordinarily only those clerks clus n are promoted 
to clasa I who have passed the Appendix 'C' or Part I Examinations? 

, (:b)' Is it a fact that several class II clerks have heen promQted ~ cJ&8S I 
without passing any of the above examinations? If so, w ~t is their num-
,ber, o ~unit -wi  . 

(c) Is it a fact that certain clerks transferred 'from other branches into 
the Acoounts Branqh were promoted to :OlaSIL I w.hout pal8ing such 
examinations? If so, what is their number? 

Cd) What is the number, community-wise, of clerks class II-who were 
." shortly!due for· }m>motioD to class I but were deprived of it ~  Ii CODRt'quence 
J i .ol ~ otion  of unqualified staff mentioned ~n, parts .(b) and (c)? 
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(e) Me GO\1ernment prepared-to· :'~on ia r 'th'eqtie'Btfun"bt '\iiluing 
lleflnite 'rules on the subject, either exemptmg aU staff' from 'p ... m, 
Appendix 'C"'examitlation for promotion to class 1 or insisting on tWa 
qualifioation in each case? 

Mr ••• JI. Stall: (a) Yes. 'fhe examinations Bre "Appendix 0'/ and 
"Old Class I" and not "Part I". '  . 

~ J : 
(b) No. 

. '.' (0) Yes; five men, who were transferred along with their work from 
the control of the General Manager to that of the, Chief AccountsOftioer, 
were exempted from passing the Appendix C examination by the competent 
authority.in order ·to secure for them the :benefits they would have enjoyed 
but for such transfer. 

. (d) None. because the men referred to in (o)"'abovld;rougbt tJiel'osts 
·with· them. 

(e) Definite rules already exist: vIde' paragraphs 3 and 4 of the Rules 
and paragraph 8 (c) of Appendix A, issued ,dth ,the Railway Board's 
memorandum No. 5565-F, dated the 31st .Tuly, 1929, a copy of which. is 
avaUable in the Library. of the House. Government do not. consider it 
'De'Cessary to issue any further Rules . 

. Mr. lIuhamwnad Bauman: iWith ·reference. tppart (0)., m.y .I 'know 
whether these transfers meant promotions for these people without any 
test or examination? 

. " 

Mr. B. II. S\a.ig: It meant that on their transfer under the Chief Ac-
counts Officer . they got without examination th(! promotion they would 
have got had they remained und r ~  General Manager, also w1thout an 
examination. No concession was given to them; the rights in their previous 
places under the General Manager w~r  merely preserved. 

Mr. lIuhammad Bauman: What wall the difficulty in getting them 
examined and tested? Why did not Government consider that? 

.' . I 

Jlr. B .•. Stal,: They had the.privilege of being exempted from this 
examination, and I presume it was not conside,red d~ira l  to make. their 
conditions of service ~or  difficult; . ,  - . 

:> o~ STiPEBvtSOBS .oN T'JIB NOBm WESTERN RAILWAY • 
.. ,  •  1 ,. ~ • • " 

, ~  •. ,~~ B,. II. Abdullah: Willtbe Honourable Member ior Railways 
. 1'168S8 st.Rte: 

"  J 

(a) the number of Commercial Supervisors. community-wise, 
, .pI9yeQ.,pn. t ~'o~W t rn Railway,; . 

. , 
em-

. (b) the' date frGm'which tIiey hora· their. posts; 

(0). whether they are 'confirmed or not: . 
'" '-',' 

(d) 'if there ~  any waiting list of seleoted,eandidatelf fot" the posts 
of CC?mmercial Supervisor!!. and if BO, the number of such 
candldutes by communities; and 



-(e) if the various communities ~a,not ad. ~a~  ~ . .'~~w. ~  
the staft referred to, what steps Government ~ o  to take 
to remove the 'Ov.er-representation of anyone. l:"nunu,.1ty hi 
that category of staB? '" 

The lEoDoarr.bl. Sir ~w _mow: (a) Two Hindus, 

(b) 21st October, 1988 and 17th April, 1989. 

(c) One is confirmed Bnd the citheris on .probation. 

(d) The answer to the first part is in the negative, and the latter pan 
does not arise.' 

(e) Selection for appointment to these .postsis not governed b:y com-
munal considerations and Government have no steIJI.". in ont at on~ -

CBJrr.&m In'oBIIUTJOJr ~  Cr.DIcw. STUI' 011 TJIJII No:am WB8'l'DlI. 
RAILWAY • 

. MI. ·Kr. B ••• .lbdall&h: (a) Wilt the Honourable MembHr for 
Railways please give the following information relating to the clerical staB 
o~ the North Western Railway Headqunriers. Dh'is'jonal and Extra Divi-
aional Offices, separately: 

(i) the date from which the orders regarding 20 per cent. direct 
recruitment to intermediate grades in the clerical establish-
lDent were brought into effect and the irades and cate@'oris8 
selected for such recruitment; 

(li) the number of permanent and leave-preparatory-to-retirement 
vacancies which occurred after the issue of those orders; 

(iii) 

(iv) 

the number of permanent vacancies which occurred on account 
of the conclusion of leave-preparatory-to-retirement terms 
subsequent t.o the illsue of those order!l and the number of the 
incumbents by communities who were officiating against such 
vacancies on the date of the issue of most of the orders; and 

the number of men by communities who were directly recruited 
in the intermediate grades in pursuance of these orders against 
pennanent and leave-prep¥atory-to-retirement vacancies refer-
red to in parts (ii) and (iii) above,? 

(b) Is it a fact that certain clerks grade I who were officiating in grade 
II against permanent or leave-preparatory-t,o..retirement vacanciea· referred 
to in parts (ii) and (iii) above were confirmed in that grade after the issue 
of the orders of 20 per cent. direct recruitment to intermediate grades with-
out taking into acoount the proscribed percentage of direct recruits?, 

(0) If the reply to part (b) above be in the affirmative will the Honour-
able Member .please state why 20 per cent. oi th8 v8CaIJd.ies "(ere not filled 
by .clirect recruitment? • 

(d) Is it a fact that such action on the part of t.he North Western BaU· 
way administration has deprived the men selected for theae posts from the 
rapid chances of their appointment and will the Honourable Member 
please say how does he propose to r ul~ matters? . 
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ft. JroDourabll81r AzL4rtw Olow: (a) (i). Orders were  issued on the 
27th April, 1987, authorising General Managers to make initial recruitment 
to grades higher than the lowest up to a maxiinum of 20 per cent. of the 
vacancies per year. 

(ii), (iii) and (iv). Government have no information separately. for 
(llerical staff showing the number of vacancies, the details of tliose officiat-
ing against vacancies or the direct recrUItment to intermediate grades, but 
I lay on the table of the House a statement showing the initial recruitment 
to glades higher than the lowest by communities for all ~ad  on the North 
Western :Railway from the date of issue of the orders to tbe ond of 1988·89, 
-the laat complete year for which figures are available. 

(b), (c) and (d)' The orders regarding direct recruitment to intermediate 
:grades permitted General Managers in their discretiou to make such recruit-
ment, but did not order that the vacancies in all grades higher than the 
lowest must be filled up to a maximum of 20 per cent. by direct recruU-
maa.t.. ThereMs thus been no irregularity calling for action by Govern. 
minit. 

Beatemeftt .Aowing th,! direet ,.ecroit.meftt to iftte,.",ediate gf'ade. Oft tAe NonA 
W utem Railway. 
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I 
Xl. Muhammad Kauman: Is it • fact that before this order was issued, 

they were recruiting about aO per cent. in the intermedi!\te grade on the 
North Western Railway? 

'!'he Honourable Sir Andtew Olow: I do not think thaL is a fact, but 
I have not got the figures here. 

PBoXO'l'ION OJ!' CLJmKS IN THl!l HEA.DQUABTlIIBS OI'JrIOE OJ!' TIlE NORTH 
WESTERN RAILWA.Y. 

M9. ·Kr. B ••. Abdullah: (a) Will the Honourable Member for Rail· 
ways state in regard to the clerical staff employed in the Head,quarters 
Office of the North Western Railway: 

(i) the number of clerks by communitieR and grades employed in 
each branch and percentage of each community i-.. eaoh grade 
in each branch; and 
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(ii) the number ofclerka ~ad  II by communities l l~d in .h 
branch and the number of years they have been blocked at the 
maximum of their grades? . 

(b) Are clerl" grade II promoted t,O grade III in order of their, seniority 
in their own' branches? 

(cl If the reply to part (b) abovb be in the affirmativ:3. i6 the Honow:-
able Member aware that there are unequal chances for these clerks for ro~ , 
:notion to grade III in different branctlesl and is be prepareli to o~ r 

tbe advisability of providing .equal chances of promotion in each brancli 'by 
-uAking ,adjustments? Ii not; why not? 

The lIODoarable Ilk AII4rew Olow: I have called for information and 
will lay a reply on the table in due course. 

TB.lBSJ'D. OJ' TQ AOOOt1lfTS S:rAJ'!'. t1lfDBB TJIB ADJmI'UD,j,7.'IOJt OJ' ~ , 
" GENERAL iUNAQns OF.STATE RAlLWAYS. .' • ," 

+260. ·Barcb.r Bat B1Dgh: Will the Honourable:'l\1e.m:beI': o~' ai ia  

be pleased to state whether the recommendations contained in paragraph so. , 
of the Heport of the Indian Railway Enquiry Committee (1987) in regard' 
t.o the transfer of the Aooounts staff under the administration of the· 
General Manugers, have betW gh·c.n effect to on all the State-managed 
Railways? If not, what arc the eonclusiom; of Govarnment thereon? 

The Honourable Sir Andrew Olow: In pursuance of the recommendation, 
of the Railway Enquiry Committee and with the a.pproval of the Public 
AccountE Committee, the experiment was 'inst'ituted ill November, 1988. 
of plucing the accounts staff on two railways under the General Manager. 
The working of the experiment is being carefully watched but some further 
time will be required before reliable conclusions can be reached in regard 
to it. .. 
CoNTROL OJ' TBB GENJ:BAL MANAGERS OF STATE RAILWAYS OVD TJUI 

RAILWAY CLEA.BJNG AOOOt1lfTS OFJ'IOE. 

t251. ·S&rdu Set Singh: V,Tm the H.mourable Member for Railways be 
pleased to state' whether the staff of the Railway Clearing Accounts OBice 
will be under the administrative control of the ~n ral Managers of the 
respective railways. when the recommendations referred to in the preceding 
.question are given effect to? If n9t. what will be the position thereafter? 

The Honourable SJr Andrew mow: As I ha"e informed the Honourable 
Member in reply to i~ previous question. no ln~l decision has been 
reached in regard to the transfer of thc accounts ~ta  to the control of the 
General Managers. If that transfer were ultimately to take place, it 
would not necessarilY involve RDy change in the control of the ~ilwa,. 
<Jlearing Accounts O li ~ The latter acts on behalf of a number of railways. 
and as long a8 the work it undertakes is done in a single oBice. it would 
be impracticable to place it under di-vided control.' 

t AlIIWer to this ~ laid GO tlaetablt. th4I l l.~iO r bam, at.ent.. 
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CnouUTIO:JS OJ' THB R:iVENUB iwUoro ~  ~ l O  
'i . RAILwAYS. .  ' .. , 

t1&2. ·SIldar Sat-i l ~ Will the HonourIlble Member for Railways 
be pleased to 'state whether t ~ l:l.  approved the ' ~tion made in. 
paragraph 67 of the Report of the Indian Railway Enquiry Conunittee 1.ga7 .. 
in respec.t of the calculations of ~  revenue eamed, between State-managed.. 
.Ha~wa  ~  n~~, what are the reasons thereforl' . 

lIr. ~ •• ltaig: The attention of the Honourable 'Member is invitee! 
to page 6 of the second statement i~ u d in o ~, 1988, showing' 
the e,.,tion taken on the recommendations in the Indian Railway Enquiry 
Committee's report. A copy of this statement is in the Library of the-
House. The new procedure of apportionm.ent 'ofl'eceipts inbolluced in-the 
Railway Clearing Accounts Office in February, 1988, to which this statement 
alludes has'resulted in a saving of about Rs. 80,000 per annum. 

])ww'MB OJ' ftJ: Bim>OB DBpABTlDN'l' STUT ON TIlB NOBTII WBSTDlf 
. RAILWAY. 

till. ·811dar 8m 81D.1h: (a) Will the Honourable Member for Railways: 
refer to his answer to question No. 97 asked by Mr. Lalchand Navalrai on: 
the 15th February, 1940, and state if it is a faot that the Chief Engineer, 
Surveys and Construction, North Western Railway, wrote to the Deputy 
Agent Personnel (now Deputy General Manager Personnel) on the 27tb 
February, 1981, insisting on re-employment of retrenched staff of his offioe?' 
If so, is it a fact that the retrenched staff was re-employed and absorbed' 
in other offices without any restriction of age, academic and sele('tion boards. 
qualifications having been insisted upon? 

(bl If the answer to .the preceding part be in the affirmative, is th&-
Honourable Member prepared to issue similar orders ior the absorption of 
the temporary staff of the Bridge Department in permanent pOots in depart.-
ments other than the Bridge Department? 

The Honourable Sir Andrew Olow: (a) As regards the first part, I have· 
seen a copy of the Minute Sheet from the Chief Engineer, Surveys and 
Construction, North Western Railway, dated 26th February, 1981, to the 
Deputy Agent, Personnel, reques'ting special consideration for the staff of 
his office snd pointing out that they stood on  a different footing from the 
staff working on the Survey ~nd Construction Divisions who come auto-
msticallv under reduction on termination of the work for which thev sre· 

lo ~d. As rtlgards the latter part, Government have no information. 

(b) No. I would refer the Honoura l~ Member to my reply to the first 
part of part (e) of Mr. Lalchand Navalrai's quesuon No. 97 sSked on 15th 
Febrliary, 1Q40, which indicates the present policy on the North Western, 
Railway. 

STATEMENT OF BUSINESS. 

fte Honourable Sir Kubammld Zafrullah Dan (LeMer of the House): 
Bir. it will probably be necessary to hold sittings of the Seleot Committee-
on the Exoess Pronts Til.][ Bill on Monday, the ,th March, and' I aln, 
therefore, to request that the sitting of the House fixed for that day too 

t AnllWer to t.hil qautioD laid on t.he tab'e; the qaflltiOfter beblg abIIeD\. 
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transact official business may be cancelled'. Incidentally I that will give 
l!onoura,ble Membefll an extra, day to study the budget before they enter 
UpoD it, general discussion. : 

,  -•• PnIIcleIlt (The Honoutable Sir Abdur Rahim): The Chair takes it .. 
that wUl suit Itonourable Members, and it orders aceOrdingly. 

~H  COAL MINES, SAFETY (STOWING) AMENDMENrr BILL. 

'lbe ,~oa .,.  Dhran ~id lr Sir &. It&mI!W-. Kudlllar (Member 
for Corimierce and Li1J>our): Bir, I move for leave to introduce a Bill to. 
amend the Coal Mines Safety (Stowing) Act, 1989. 

Mi. Piatdlllt (The Honourable Sir Abdur Rahim): 'The question is: 

"Tllat,a;Ye be ~a t d to iatrocluoe a Bill to IIIDeJId the Coal Min.. Safet,. 
(Stowing) Act, 1939." 

The motion waa adopted. 

"1'he BaIlOarable DlwlD Babadur Sir A. Bamanaml .udIU&r: Sir .. 
I introdu(',El the Bill. 

THE AGRICULTURAL PRODUCE CESS BILL. 

Sir Giria Shankar Balpal ( ~ r tar , Department of Education, Health-
and Lands): Sir, I move for' leave to introduce a Bill to make better 
financial provision for the Imperial Council of Agricultural Research. 

Mr. PreBldent (The Honourable Sir Abdur Rahim): The question is: 

"That leave be granted to int.rodullfl a Bill I.e make better lInanclal provi.iou for-
the Imperial Council of Agricultural Be.eareh." • 

The motion was adopted. 

Sir Girja Shankar Bajpal: Sir, I introduce the Bill. 

THE INCOME-TAX LAW AMENDMENT BILL. 

lIr. S. P. Chambers (Government of India: Nominated Official): Sir, 
I move: 

"That the Bill to amend the law relating to ~n o -ta  be taken into con.ideration." 

The Statement of Objects and Reasons explains the objects of this Bill, 
and I hardly think I need detain the House with " repetition of those 
objects. But perhaps the clause which deala' wit,h the Income-tax (Removal 
of Difficult.ies and Val1dating) Ordinance of 1939 requires a little more 
detailed explanation. Honourable Members will reme,mbe.r that about 
this time last year the Income-tax Amendment Act was passed ana one of 
the provisions of that Act was to appoint commisBi9ners.without reference-
to areas. Those commissioners were to deal with' cases of speoial t ni a~ 

diiicu1ty or cases in 1thich BeftTal companies were int r .oonn~t d, 80 that 
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[MI'. s.r. Chanlbers·l 
it " .. de.&aWe &0 .have all the caps dealt with by one officei' inttead 01 
.by several otIioers. Power was taken under that section to appoint theae-
commissioners HlJd one o i ion~r, in fact, 'Was appointed and his 
headquarters weI;6 looat~. at Bombay. Since tOeI\ t t l~ lIigh 
Court haa given a judgment in a CaBe in . which it hal beeft la.id down. th.t; 
although the appointment of the commissioner and the appointment of 
officers subordinate to that eommission8l' were perfectly in order llnder 
:section 5 of the lnC9me-tax Aot, 1922. there wa.8 8 defect in seotion 64.. 
:Section 64 had· noi been amended to correspond with section 5, and the 
~ l  C,Qurt; laid ~wu th.e.t.the only .~ ll rwao. ~d.-j~~~t , .,,1 
-wlth. these cases was the officer suboromate to the lOON or ,proVJ,Dcial OQm-
-missioner; and, therefore. we have provided in this Bill for tQe amendment 
-of section 64 to correspond with the amendment in section 5 of the-Act. 
'The matter lVas dealt with by an Ordinance in December. .~~:-  tQink, 
perhaps the reason why we dealt with the matter by Ordina.nce instead of 
lea.oriag itdo be dealt with in due course by the more normal prooesl of 
.tation should also be explained in greater detail. 

The effect of the judsment was to hold up all the work on all the cases 
tran rr ~ to ~ i  commi,ssioner and to officers u rdinat~ to him. _The 
jud-gment 'alsO' threw doubt on the jurisdiction of certain 6therofficers who. 
were not subordinate to that. commissioner but were subordinate to the· 
ordinary territorial commissioners; and we were placed in the position that 
had we left, this matter to be dealt with by the ordinary legislative process, 
-all the work would have been held up until a time such as this, when we 
-were so near the end of the financial year that the income-tax and super-
tax involved running into a very large Bum-many lakhs of ru/lees--would 
not have been collected this year. For that reason it WAS necessary to 
deal witJh the matter urgently, as this WBS a drafting defect discovered 
by the High Court and not a matter of substantive principle. The other 
reason why it was so dealt with, if any other reason was necessary, was 
that in a number of cases the tUne-limit for completing proceedings under 
tM Act expired on the 31st of this month and had the Ordinanoe not 
heen passed those proceedings could not have been completed and the hx 
in those cases would not merely have been held over, but would permanent-
ly have been lost. 

I think the rest of ~  clauses of this B!ll are fairly explanatory, and 
the notes on clauses gIve t.:he furt·her detalls that are required: if any 
more explanation is required, perhaps that can be left to the time when 
WEI reach the clauses themselves. Sir, I move. 

JIr, President (The Honourable Sir Abdur Rahim): The question is: 

"That the Bill to &mend the law relatbag to Income-taz lie taken into consideration." 

'The motion was adopted. 

Cla.uses 2 to 10 were added. to the Bill. 

Clause 1 was added to the Bill. 

'The TitJe and-'ihe Preamble were added to the Bill. 

1Ir, -S. P. CJhambera: _ Sir;' I move. 

·'That. the Bill be paued."-- • 
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lIr. PnIldent (The Honourable Sir Abdur RabiDl): The.quettion is: 
"That. ... Bill be .paued." 

The motiOn was adopted. 

"THERESDVE. BANK OFlNDlA (SEOOND AMENDMENT) BILL. 

The lIODo1l1'&ble Sir '.elllJ BllliDIll ( in~O  Member):. Sir, I move: 
"That.,the ·Bill furt.her to amepd·t.he Buene Buk of India Act., 1934, (Second 

Amendment.), be taken into oonaiderat.ion." . 

It waeaald in this Houle the other day that the Opposition, is not 
always wrong and the Government is Dot always right: and my Honourable 
eo'lleaigue, Sir AndreW' Claw. freely admitted ,that the rnouopoly of wisdom 
wa&not on these Benches. This is 8 Bill whioh ri~  out of the acoept,-
&r.lce by the· Govemment of India of an arJnlment whlch at. the time of the 
iniiiai pUling of· the, Reserve Bank of India Act, t~ . were not preparE'd 
to accept. 'fhe!lrgumentthen rested on' a priori grounds and theOovern-
ment· spokesmanj' Sir ;George Schuater, felt that thE) i n ~ that were 
represented' were perhaps unreal ~ ,that the Bill as it stood provided 
i'lnfficienti safeguArrds against an undue concentrat·ion of' voting power in 
a MW handa. Experience has cOJrVinced U!l that we were wrong and thllt 
t,here is a definite danger that unless speoial :provision is' made to limit 
the number of shares which can be held ,by individuals the voting powet: 
will he 80 rpstricted !IS to be a source of danger. I need' not perhaps recount, 
in great detail the history of the principle involved. It has always been 
pointed out by authorities on central banking that the shares of R oentral 
bank, where you have a shareholding bank, should be distributed as widel;v 
AS possible, so t,hAt t.he polic.v Rnd administration oj the :Rank shonld not. 
be dominated by sectional interests. Thus Sir Cecil Kisch says in hi!l book' 

"In particular, it is desirable to ensure that no particular group of shareholders 
should be able to establish predominant cont.rol." 

The Hilton-Young Commission again said: 
"Care must be taken to enBure that. the policy of the Helene Bank il governed by 

purely national on id ~ation  a.nd i, n~t in lu n ~ by the interelts. of any indi idu~  
,pet-ioll of th" eornmullIty. It IR undeslrahle that It should be possible for any parti-
cular group to acquire control of the atrairs of the Bank and lmpOl8 ft.. poJiOJ' Up01l 
the oountry." 
Now, in the first Reserve Bank Bill, the 1928 Bill, which Sir Basil 

Blackett brought forward, there was a clause, clouse 4 (2) to this effect· 
"No amount in ucell of Rs. 20,000 ,hall be illued to anyone pereon or to any 

two or more personl jointly and no person shall be allowed to acquire an int.erest in 
the share capital of the Bank, whether held in his own right or held jointly with 
othen. or held partly in hie OWD right and partly jointly with ot.hen. to a nominal 
value in exeell of Re. 20,000." 

The purpose of this Bub·clause was stated to be to make provision for 
a broad-based distribution of the share capital both at t,he time of the 
original allotment nnd subsequently, and to have R safeguard against the 
control of tJte Bank of sectional interests of any kind. ThAn again in 
1983, the London Committee made the following observations: 
"In formulating a ICheme for the coDstitution of the Board of Direeto1'l, we haYl 

borne in mind the importance of I8CI1ring t.be rep,..tat.ioD of the· eoonomio life of 
Illdia &II a whole, while at. the .. me time JUlU'diul apiDl' undue inftU8DC8 in th_atrair. 
of the Bank by aeotional iDterelte, acquired t.hrollIh the oontrol of vot.ing power." 

Then we come to the Assembly debate in 1088. The Bill put forward 
at, that time did not contain the safeguard which we now IjlropOl'e, and 
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amendments were moved ill' the House seeking to limit!· the DUD1be! ::J£ 
shares to be held by individual  shareholders. 'There was' a considerable 
~ at  on this point, and as I haVoe ,&lready indicated, Sir George Schuster 
resisted tlie'"Qrtienclm:ents, l1ecausebe felt, as he said. that thlEj ..,.e of the-
Bill already' ,secured tQ"t the a~~ ,wo l~d, . be ,vdde9'-~~ d, ~ t. he Jer t 
t.hat the amendments Would l'eally be inelfecti'Ve and wereinot' reany fteces-
sary. He' also felt that the provisions for the original, allotment would 
ensure avery wide distribution of the a~ . He pinned his f,aith' to thope 
provisions' and he t,hought '~ at the distribution would ~ ain rOad~  •• ecI 
even in the future. He also did not desire to hamper in any way the crea-
tiOn of an absolutely Me market in theRe shares. Wen,' Bir, experiene& 
haa shown' that his optimism in this respeet was not justified. In 1987 
the, ~tral, :Soard of. the ~ r  ,'Bank ,reported t,o o ~ nt that the-
-,lIumber of sh$l'eholders was 'tiecreasing, t.he shares were ~ ttt  oonoentl'8t. 
, ed iP. fewer and fewer hands, and that approximately 18 per cent. of the 
; total' strength of votes had already become sterili"ed. The Retlerve Bank 
suggested legislatiori to restrict the number of shares to be held by indivi-
duals as, if this process were to go on, it i~ t not impossibly result 
in 80 large a proportion of the shares being held as investment, in the 
custody of large financial institutions that the remaining voting power 
would be unduly restricted and on u ntl~' become liable to undue 
manipulation. 
The Government gave the matter their careful considerat1on, anel whilst 

they were impressed with the arguments, they decided to wait some further 
experience in this direction before introducing legislation. The Reserve 
Bank has, in the meantilne, continued to bring the matter to notice in ita 
Annual Heports, and the Central Board of the Hank ha\'e from time to 
time repeated their recommendation for legislation. The Reserve Bank 
have now reported that the number of shareholders has, since the inception 
of the Bank, declined by nearly 88 per cent. and that on the 31st December, 

~ , there were no less than 17,473 frozen votes. Well, Sir, the situation 
has obviously reached 0. stage at which action can no longer be delayed. I 
think, Sir, that the object of this legislRtion will commend itself to the 
House, and that Honourable Members will agree that this reform should 
now be introduced. Sir, I move. 

Jlr. Pre.ident (The Honourable Sir Abdur Rahim): Motion o d~ 

"That the Bill further to amend the Reserve Bank of India Act, 1934 ISecond 
Amepdment), be tr,kep into consideration." 

Btr Kub.ammad, Yamin DaD (Agra Division: Muhammadan RurRI): 
Sir, I am glad that the principle which the Honourable Member has in. 
view is going to be given effect to by this legislation. As a matter of fact. 
,when we met in London, I mean when ,the London Committee on the 
Reserve Bank met in London, they laid great stress on the point that the 
~ar ~ should n?t be concentrated in a few ha:nds, and with that object ill 
vIew It was deCIded that the shares should be issued at the rate of Rs. 100 
each and tha.t shares. ~din  Rs. 500 should not be issued to anyone 
individual. That principle was accepted by the Government and they have 
been trying theirhest to giVA effect to this, but how is that shares are now 
concentrating in fewer and fewerharids' Why is it that these shares 8lT 
pasBittg. from 'the hands bf 'the ,Poor people into t.he hands of the riehs 
plasses"? ..' . '.' . 
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The o O~a l  Sir Jeremy RalIIIWl:'" Because the rich people buy 
them. 

SIr Kuba.in.,,&4 Yamin JD:aQ:' Why is it ~~,  ,There wu' such ~ great 
I'ush for purchasing these shares that many people sold away their limi£ed 
concerns and.invested the money for the purchase ot-these shareli, but D9W 
these very POOl: people are selling back, t ~, .p&resto the richer classes. 
There must bellome reallon behind all this, and t~ Government have never 
paid any attention to this matter. It ,was oint d, ~t ,on the Boor of the 
House when the Bill was orig.naUy introd\lOed tbat this evil w:as bound to 
asep in and $hat measuresahouldbe adopted to r.hecK i,t, but 000 attention 
'was paid to this. ,  ' :  , 

Now, Sir, I wish to place those evils before the Finance MelDber ag8m, 
the evils which I placed befOll6 his predeoeeaor in otBoe. The real thing is 
'"lhis. You issue dividend ~ t' t  on theee .bar.to poor people who pay 
no income-tax whatever" but before iasOinf' ~ oa , wsrrank you deduct at 
the source the maximum amount of iOeoJne.taxon' tJae small.mount which 
they are to get. On Rs. 500, Rs. 15 is the dividend and out of that Rs. 15 
Sou deduct Rs. 2 and' odd beforehand, :and t ~n'lt' il ~ ilari :,: a o go 
and apply to the in o ~ta  officer, get a l'et-eipt that: he does· not 'P&y,iany 
.income-tax or that he does not pay ;ineome-tax at the highest rate,and 
then he gets a refund of the amount. ,For the sake of Rs. ~' ou want'1ihiH 
man to spend Rs. 2. Supposing a poor man had Re. 600 'worth shares, he 
may be living in a village, or in the mool18silor &' sDlalltown.Then he has 
to spend Re. one on tonga fare from his holIte to the 'headquo..""tel'8 of the 
-district, he has to go to the income-tax offiee,pt'esent his application there, 
get a receipt after some time, then he goeg back to thE\ headquarters to 
have a refund of Rs. 2. So they think that'they have d<me a' great miatake 
in placing their money in the hands of the Government. They get more 
troubles than they get beneBts. This has been the real oauae. Formerly, 
in the first year of the Reserve Bank, tbeprice of II share went up to 
'Rs. 140, and now it is RB. 108, sometimes it was Re. 101. Thail'shows that 
there are more shares for s&'le in the market than there are porch.81'S. 
'l'he shares went up in the first year becauae there were few shares in the 
market and there were larger number of people who wanted to purchase 

~ them. Now is the reverse process. As, long as" t~t ,goes on,you will 
never be able to stop this evil and I do not' 'tlti kt dt OO~ t.'tii n't can 
say that they are justified in creati!lg circumstances under which it is 
almost impossible for the poor people to get, a, r u~d. ~ ~~~ ould 
be charged on people who really ,,~a , but to take money hom ,pE2!,ple 
who are not liable to pay income-tax, ID advance, is not 8 proper thmS for 
the Government,. It is not good that Government sh!luld ,do so and it is 
not proper taxation. I t i~k tbe Hono.urable Member, mU:8t, exert his in-
fluence on or give direction. or w ut.~ ~r else he can do unaer, the law, to 
the Direotors of .the Reserve &cle, tluit.,~  must ehllnge their' rule and 
he must bring forward an a. rid: ~t to1!b:e 4c1i, ll9. a~ they may be 
.empowered to take such ~ . I ~told ,t a~ theY' a~ot de;> it under the 
present, law, an~ unless the provijJlouB of the t.w ti.r~: . l n d, they cannot 
take such.a step. 

Then it is for the Honourable Member to' bring forward an amendment, 
because if a ndn-offiCial brings forward· tiny sueh'smeriCl'rrieht'·: 'he 1m01VS 
what the fate 01 his amebd'Dlent will be; ond unless theHODOllt'able 'Member 
h,imAelf it! pcrimu,ded ':fo l)ring'"Up' 'that a nd ~t',', tliiJ, :?hject in view. eatl-
not be achieved. 'The 'Reeet\Fe Bank should collect t o -~  tht0ugh 
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the Income-tax Department on the returns of Income that the depa.rtment 
gets, and not in the :planner that you charge beforehand whether the man 
is liable to income-tax or ndt. When theft!· isthiB grievance there· will 
never be a rise in the prices of the shares. A man can purcha.se shares not 
only in hiB name, bu. m the names of his children, ill the name of hiB ·wife, 
-even in the name' of his Bervant, with the result that, though the shares 
may not nominally be mthe name of 'one persOD, the voting strength will 
be in one mnn's hands. For' in'8tnnce, ~ H~noura ,l.~ . friend, Mr; Boyle. 
can purchaae Rs. 20.000 worth 'of shares lD hIS llame,··;andther Rs. 20,000 
worth of sbaresin his wife's name, and so on, and thus control the votes. 
The evil which the Honourable the J:t'mance Member has,in view oannot, 
t.h8refore. be stopped. ·.You have got to diagnose the real disease .and a. 
.proper cure must be preacribed. This Bill may temporarily meet the diffi-
etJlty, but it. will certainly create other loopholes. With these words I 
~ the Bill, but I hope my Honourable friend will bring forward neces-
. s&ry legimation on the lines suggested by. me. 

Dr. Sir ZluuldJD.&hm&d (United Provinces Southern Diyisions; 
Muhammadan Rural): May I remind m.y Honourable friend of the debate 
that w.e hau in thia HoUll6 in 1934 on LQis Reserve Bank Act when my 
EIonourable friend was probably not in the Finance. Department, but was 
in BOme other Department of the Government of India. I had a full one 
month'sdiscusaion on the &or of the House on variQus measures, Bnd this 
wall one of them. with the Treasury Benches, and U1 the end when I found 
that I could not convince Sir George Schuster, I adopted the same practice 
which I did in the case of Sir Andrew Clow. I presented to him as a 
Christmas present a copy of the Reserve Bank Acts of all parts of the 
world, and I asked him tro show whether those provisions existed which he 
had introduced in the Bill. One point on which I laid very great 
stress was that this Reserve Bank should not be a Nembu. NichoT Bank. 
I fought for days a.nd days and brought forward argument after argument. 
ODe argument ·which I advanced and which I thought was a very good 
argument W'88 that this should not be a NlJmbu. NichoT Bank. 

An Honourable Kember: What do you mean by that? 

Dr •• ZlauddlD.Ahmad: I shall explAin. There are certain persons 
who keep ~ on  in t ~ir pockets always,. and whenever they find an.v 
person haVIng a good dmner, they go to hlm and eut the lemon into two 
und then squeeze a little bit of the lemon into the food by saying that it 
would make it tasty. The man who is dining will naturally invite him to 
take part in the dinner, and the person who carries the lemon becomes a 
shareholder in the dinner by simply dropping a few drops of lemon in the 
food, and this cla88 of people is called Nembu i.~ o' . 'l'he sante thing 
happens here also. By purchasing Rs. five crores worth of shares, they 
hBve taken possession of the entire asset and .the policy of the Government 
of India about their monetary transactions and currency. Simply by 
purchasing a few shares, I.get possession of all the ro~ rt , the financial 
policy, the cUl'J'ellcy policy and also the issue policy, and I become the 
m8l!ter of, I do not knOWj how many crores, simply by purchasing 0. few 
shares. Really speaking, the shareholders of these banks 'have fJot very 
little, ,interest in the Bank just all the IE-mon squeezer.has got in that,parti-
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cu)ar dinner. It is no use to have this class of people-ostall, and ,sooner 
or later the Government will come to grief. Sir George Schuster at that. 
time had a very high opinion of our businessmen. Probably he had ill mind 
,his expeJience of some other parts of the world, but unfortunately I have 
got Bn entirely diftef6Ilt opinion of the businessmen in this country 0 If there 
is a good deal of corruption in politioB,that could be -exposed on the 
:door of the·, Housel but we caUDot do it in the CBse of businessmen. The 
other day, ~ ii I criticised. .  .  . 

r.~.ltd nt ( Honour~ l  0 Sir Abdur Rahim):, The HOllourable· 
Member iR not speaking to the IlJDendment 

Dr. Sir ZiauddiD AluIIad: The point I am mnking is th",t ,this amend-
ment will not achieve the object 1Ihe Honourable tn~ r has'iIl -mind. 

, . 

Mr. JllrUiden.t (Tbc li .ol '~ l  'bir Abdur lW1im): The HonoW'8ble-
~r haa not u i ~d,ilil: ja attem,pt to confine mrnaelf to,;the,Bill, 80' 

far. 

Dr. Sir ztauddin..Ahmad: We must really do away wi~ these ~ ar -

holders also because, aflier all .... 0  • 

,. , 
1Ir. PnII4tIlt (The Honourable&ir Abdur Rahim): The Honourab)eo 

Mem6er is trying tq rniew the whole Act l' 

Dr. Sir Zia'llddln Ahmad: Only in so far 1111 it is relevant to this parti-
cular clause, and nothing else. . 
Kr. ~ n.t (The Honourable Sir Abdur Rahim): The ,*"u&e, pro-

vides . that 'shares' must not accumulate beyond a certain extent in the· 
hands' of one p8i'tieular nxan. ' 

Dr. Sir ZiauddiD Ahmad: I say that the Government ought to purchase, 
all these shares. 

lIr. Pnlldent (The Honourable Sir Abdur Rahim): That iR another' 
mlAtter altogether. The Honourable Member must address himself to the 
Bill before the House. 

·Dr. Sir ZIau4diD Abmacl: I say that this partioular provision that the 0 
HonOO1'8ble Memberha. brought ~rddo ' not really go far enough and 
it will not aohien the object which my friend has in ~i w. It was pointed 
out at that time that there will be cODC3enilration of shares in the haDdaof' 

• one man, and wepointea out cmain ditBcultie ..... that they will put up tbe 
value of the sharea very high. 'My -friend dilOovered this during the work-
ing of this Reserve' Bank Act during the laat five ~l' , and now he ball' 
eome forward with this proposal. This proposal will not achieve the object 
the Honourable Member has in mind on account of the difficulties which 
my friend. Sir Muhammad 'Yamin Khan, pointedoot. '·'l'-be't .. aUer lPSople 
81'eauioU8 to' get-rid of their sbare. I know in my own c". I ·oftered to 
purchase tiKI· sbares m-my D8IDe MId in the ume of my lIOn. and lIGon. I 
could not get any ahare myself, but my !lOll got SODle shares-five shares. 
We find· in pract.ioe that 'he 'gets only abOut Rs. 121 for a Rs;' 600 share. 
It is not' worth while f()r him to take the trouble to go to the income-tax 
officer and fill up all \be forms, in order to recover lw. 2' from him on If, 
share of Ra. "0001 aad, ~ l lt or , be will be pleaeed to ret· rid of it, . 
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.because he, oaDDot derive' benefit .intbe ,same way 8s the 'big u ~ n 
who hold shares in tihe Reserve Bank and the resun 'is that tbel!le 'small 
People are now getting only Rs,' lil·for, ·the'whole· year. Businessmen, 
-especially what is called ~ i o a  Businessmen-Will be able to 
-derive great benefit from thesharea. They will always" purcnase it 
because it will pay them. Even if we put a restriction on' 00() shares, t.his 
"Bill will not achieve the object which my friend has in mind, beCause the 
.shares will be purchased by t.he big' u in ~n, ~t ~ ,llj,1I own name, 
~nd then in the name of his sons and daugliters ~nd, ot'iei ~. lati  and in 
"the name of some other friends, so that he may be able to control a very 
large number of : o~ . After working for BOJDe' more time;' ,you will tind 
that the ,d.iBicultiesare not minimised at -an. The diffidulties will still be 
-there and he will have ~o o o~ard with o~  ot , ~ . u ~ion. I 
,make a workable' luggeatlon to 'my fnend and that IS thttt ·the Go\"ertlment 
• -may pUl'Ch6se aU the shares andtliey should' work 88 a Government banK. 
'That is what would ultimately happen in the case of the Reserve Bank and 
that would be the ultimate object which we wi~~ .have, ,~  achieve. 

"  , , ....... f .... '.. ... ., 
. '1 do not want to discuss any other aspect of tbene.er,1'EI Bank, because 
.other things that we pointed out in connection with the Reserve Bank 
.have alre!!dy been removed by executive action, ~ as :",,8. m proSt and 
;dividend: We were appreheIisive at that time that ,wery .large dividends 
will be paid and that will pass on to other people but they have regulated 
"the dividend, which has had a salutary effect. :,~  ~ -:w  ha'l'e got 
-personal interests in being Directors will have gifts by means ,of which they 
.can help other banks, ' 

-' 

Mr. PrtIldlllt (The Honourable Sir Abdur Rahim): The lI9noUlable 
':Member is really trawillng away."from the Bill. He cannot discruaa the 
genend poli'Cy of the Act. 

Dr. Sir Ziauddln Ahmad: I am discussing this particular dause. It will 
be worth-while for those persons who have power in their hauds to purchase 
these shares and those persons who have sot, no Qther .int&r&sts :in the 
Reserve Bank except the academic interest, or the interest in the general 
prosperity of t.he bank will not cbme to purchase the shares. They have 
no axe to grind. It is only those who want to use the Reserve Bank for 
their oWQ .purposes that will come forwa.rd,· spend : .:~ nd purchase 
.a,l~ ,nul l r 'of shares.in order to get themaslves elected &8 Directors. 
I -.yelcome thisparticuiar: suggeetion in the B\ll, but it does not go far 
enough and it wilL not achieve the .objectembodiedin the Bill. ,Power 
will still .rest in the hands of a few individuals,. and you will find t ~t it. 
ls.s sourO!! of nuisance tio the Government and a source of grea.t nuisance 
tQ the poor people and poor ta - a ~  of thiacountil"y. With these words, 
I support .the motion. ' 

~ .~ , d. B&1JIP.ID(Patns and Chota Nagpur cum Ori~ a: 
u~ lldoo : Sir, I rise to aUPl10rt· th& Reserve Bank Amendment Bill 
8S it h .. s .. been·plaeea. before'tls, 'It does not'require aT1yftlrther discussion 
B" the pOint. has' been elucidated r l~', hv the' Ht'lno\lrabll" the Finance 
Membef' and. he ",entEIVensofaras to saythrit thie particulal";clau8e was 
"moved as an amendment by the Members of this'HoUfl1e;' when the Resen-e 
, Banle'.Bill W8S' , ~ passed but was onl~ t'e8istell at that 'tirn:e in: vie'\'<' 
C)f the,optimistic view of the then Finsn!C8 a ~i i~ Geoilige 'Schtl!iter. 
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In practice it has now been found out that it is necessary. As haa been 
pointed out,the number of shareholders in the Reserve :Sank has dropped 
by 88 per cent. It has been stated that this position will not be ver9 
~ll  a1!ected by this partioula.r piece of legislation also which is proposed 
here. It might help us to some extent but it will not take us far enough. 

It has been explained to this, House by my Honourable friends, Sir 
Ziauddin Ahmad and Sir Yamin Khan as well. Whatever we have stat.ed 
has only 8 suggestive value WI no a.mendments bave  been moved to this 
particular Bill to that effect. still we wanted to impress upon the Govern-
ment that this may be also borne in mind that. although this particular 
amendment may help the Government in avoiding the concentration of 
holdings in one hand, yet. it will not do as much as is desired. Now, 
Sir. in this case I am very glad tbat Sir Yamin Khan pointed out the 
difficulty of the poor people who are holding these shares. "i •. , that 
the income-tax is deducted at source and at the highest rate Wld those 
ahares on whom the r6te does not apply cannot get a refund unless they 
knock about the officers' doors here and tbere. for which either they 
have not got the time or even sllffiC'ient knowledge to a.pproach the righli 
a.uthority. I do realise that another diffieulty probably with theG:lvern-
ment is this that all the other big ~o ani  also unfortunately Ildopt the 
Ilame method of collecting income-tax at source. I know all tbe jute. 
companies in Calcutta and' elsewhere act like this and deduct the income-
tax at source at t.be highest rate, although that particular rate does not 
in most cases apply to that particular shareholder. We have to ",rite 
letters to the income-tax officer and get refunds, but many people I believe 
do not get refunds probably because they do not approach tbe Income-tllx 
ut orit~  because of great botheration. So that is the di il~u t~  and 
I apprsC'iate it. Still there is no going baC'k from the fnct that this is also 
one of the factors which makes the small shareholder feel that holding 
of Reser"e Bank shares does not give him the dPRired henefit or does notl 
give him the desired return. If it is possible to relieve the situation hy R 
suitable amendment. I think the earlier this is done the better, although 
that particular suggestion has not much to do with this particular amend-
ment to the Bill we have before us. but I suggested earlier that it is only 
to impress upon the House that although we are trying to oure the dis66lJe. 
we really ought to relieve the -cause, we ought to find out the ('Allse 
find see what are the different factors which are compelling this monopolist 
attitude and why the holdings are being monopolised by certain individuals, 
and are shifting from middle class of people. I hope that this view may 
be seriously taken into consideration, and at some future time or after a 
full inquiry another Bill might be broullht in, which will relieve the cause 
and will give more interest to the ordinary  shareholder. Give them the 
same advantages as the other people who are hoI dine tho mooopoly and 
who do have, beoause they have facilities of collecting refunds. With 
these few words. Sir. I support the Bill R9 it is. 

ft. BoAour&ble 811' "eremy Ballman: Sir, I am glad to note that my 
expectation that this amending Bill would find fa'VOur with ~ troU86 has. 
been realized. The only doubts which have been expressed are thedoubtl 
which the Government themselves entertained in 1984. tn... whether 
a provision on these lines would be effeotive. Well. Sir, we have given· 
the matter our most careful thought and we feel that we will certainly 
make an endeavour to lee how far amendment. of tbia kind will go to 
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prevent any further deterioration in the situation. In view of the history 
of this matter I am very loth to express optimistic wews, but it is one 
thing to say that what you propose may not be effective and another thing 
to say, "well, do nothing about it". We feel that this at any rate is a 
step i~ the right direction and we hope that the doubts expresst!d b;y 
Honourable Members will prove unfounded and that this will in course 
of time genuinely prevent the further concentration in a limited number 
of hands of the shures of the Bank. There is onlv one 'Other small matter 
to which both my Honourable friends, Sir Yamin "Khan "'and Mr. Nauman, 
drew attention. They argued that the fact that income-tax is deductible 
at the source on these shares is the reason which has militated against 
their favour by the small man and t,hat that has been one of the main 
reasons which have led to the 'Process which we are now t~'in  to counter-
aot~ Well, Sir, the feature of deduction of income-tax at the source is one 
which applies to all Government securities and the Reserve Bank ghares 
fu'e, T venture to say, statutorily in the same position as Government 
t:'eclIrit.ies and I think that they are comparable with Govcmrnp,nt scurities. 
Well, it is absolutely essential in the interests of simplicity of administra· 
tion of income-tax that the tax should be deducted at the source on that 
large body of income which is disbursed by Government-on its own secmi-
ties. We have gone as far as we can to prevent inconvenience to the 
small man. It is not necessary for him to obtain a refund on every 
dividend or interest coupon. He can go once_lor all to t.he income·t<lx 
officer and obtain from him an exemption certificate. Once he has done 
that and sent that to the Reserve Bank, incomp·tax will no longer be 
deducted on his shares. 

Bir lIubammad Yamin Khan: But supposing he becomes assessable 
next year, how could it be done once for all? 

'the Honourable Sir Jeremy R&taman: Well, Sir, if he is a man who, 
the income-tax officer judges, CRn be given a certificate of this kind, the 
income-tax officer will give him a certificate, and if a change afterwards 
takes place in his circumstances, tJhe income-tax officer will then have 
to assess the income-tax on his holdings of shares. At any rate the problem 
is there. It is a matter of great difficulty. You cannot amend the whole 
:system of deduction of income-tax at the sou\'Ce in order to cater for a 
·compa.ratively limited number of cases, and I claim that we have gone a8 
far 80S we can to eliminate that difficulty. 

¥r. Muhammad :RaUJD&D.: May I offer one suggestion-whether it would 
be possible, if the Reserve Bank itself opens an office for refund of 
income-tax money charged? 

JIl. .,.ent (The Honourable Sir Abdur Rahim): The Honourable 
Member has had his say. The question is: 

"That. t.be Bill further to amend the Reserve Bank of India Act, 1934 (Second 
.. AmencbDent), be taken into considerat.ion." 

The motion was adapted. 
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OlaU888 2 and 8 were added to the Bill. 
Olauae 1 was added to the Bill. 

The Title and the Preamble were added to the Bill. 

fte BoDourable Sir .Jeremy Ballman: Sir, J move: 

.. That the Bill be paued." 

1Ir. PrIItdent (The Honourable Sir Abdur Rahim): The question i~  

"That the Bill be pa .. ed." 

The motion was adopted. 

The AB8emblv then adjoumed HlI Eleven of the Clock on Tuesday. 
the 5th March, i94O. 
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