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COUNCIL OF STATJE
Friday, 31st March, 1944

The Council met in the Council Chamber of the Council House at Half Past
Eleven of the Clock, the Honourable the President in the Chair.

INDIAN FINANCE BILL—condd.
T h e  H o n o u r a b l e  t h e PRESIDENT: Further discussion on the Finance Bill

will be resumed.
His E x c e l l e n c y  t h e  COMMANDER-in-CHIEF: In the course of this

debate several questions have been raised which affect the fighting services for
which I am responsible. I will try, Sir, to throw some light on these points as 
they seem to be of some concern to the Honourable Members who raised them.
' The Honourable Mr. Kalikar referred to the discharge of cadets and officers

ostensibly on the ground of inefficiency but really on account of their political
record. Well, Sir, he has been misinformed. That action is not taken by the
War Department or by me or by anybody else. Except in a few cases of* men
who after they have been commissioned have been found to have been concerned
with subversive or revolutionary activities, the membership of ordinary peaceful
political organisations is no bar to service in the armed forces. Removals on
account of inefficiency are most carefully scrutinised and, when it is considered
necessary to recommend the removal of an officer, that officer is always given
the opportunity, as he should be given, to show reason why he should not be
removed. He is given that opportunity. His case, and whatever reasons he
may care to give if he does care to give reasons, is most carefully considered
not only by his own Commanding Officer but by the Brigade Commander, the
Divisional Commander, the General Officer Commanding-in-Chief, of whom
there are four as you know, myself and finally by His Excellency the Viceroy,
and I can assure you, Sir, that these cases are gone into with the utmost care.
We also take great care to place officers who may be unsuitable for one position
in another position for which they aî e more suitable. That often Jiappens. So,
before an officer is finally asked to resign, we do examine the possibility of putting
him in another appointment in which he may be able to make good. The Gov
ernment cannot accept the suggestion that these cases of removal of officers
should be reviewed by the Federal Public Service Commission or tiny other
extra-Army Tribunal. An officer s superiors alone are competent to assess an
officer’s value to the Army, and I do not think that we can depart from that
principle. I would like to mention here that I am concerned with getting as
many Indian commissioned officers as I can, and it would be' strange indeed if
I allowed any officer to be removed from service unless there were very good
reasons for doing so; it would not be to my interest, or to the interest of the
country, or to the interest of the Army. My Honourable friend Pandit Kunzru
raised the same point, and here again I would ask him to accept my statement
that! the examination of such cases is as impartial as it can be; and it is very
thorough. As the Honourable Member himself said, we must have a high
standard. We cannot accept a low standard amongst our officers, Indian or
European. As I have often said before, our men are amongst the best in the
world, and their officers must be worthy of them. And I take it upon myself
to see that they are worthy of them, and I intend to ensure this by every means
in my power. This does not mean that there will be injustice. I will not
tolerate injustice.

The same Honourable Member also said that Honourable Members of the
House were suffering from lack of information about the situation on the Burma
front, that is to say, about the operations now going on against the Japanese,
and that Government h.ul failed to take them into its confidence. And I think
he also said that they were being treated as children. Well, Sir, I have much
too good an opinion of the intelligence of my Honourable friend to treat him as
a child. That is not a thing that anybody would dare to do. I have tried my-
•elf, whenever I h»ve been given an opportunity to speak or to broadcast, to
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[His Excellency the Commander-in-Chief.] 
tell the truth and to give an unbiased aocount of the situation, and to give all 
the information I can. Of course there is certain detailed information which 
cannot be given, because if it wars given it would be of value to the enemy; I 
think everybody understands that. Reference has been made to a statement 
made by a columnist in the United States that the fall of Imphal, for instance, 
would be of no importance. Well, Sir, I do not know what qualifications the 
•gentleman has to speak on the subject, but I do not think they are as great as 
mine; and I would ask the House to believe me rather than him. I have just 
made a statement on the operational situation in another place, and I trust that 
that statement will be available to Honourable Members, and I would ask them, 
if they have time, to study it. I think it gives a fair and impartial picture of 
the situation as it exists today.

It is today a puzzling situation on the Burma front; and, as the Honourable 
fandit Kunzru said, it looks queer, for example, that the Japanese should be 
advancing eastwards and that our troops should be advancing westwards. Queer 
things do happen in war—very queer things. But what has happened is this, 
that we have not exactly advanced westwards, except' by air; we have flown 
troops into Burma behind the enemy lines, amd they, having landed from air
craft, are now getting busy destroying and interrupting his communications. 
That is their business, and the effect of their efforts will, I have no doubt, make 
itself felt before long, to the great discomfort of the enemy; and I hoj>6 that 
that will have a large effect in helping to stop the enemy's westward advance.

T he H onourable P andit HIRDAY NATH KUNZRU (United Provinces 
Northern: Non-Muhammadan): May I interrupt His Excellency and put a
question to him with regard to the operations on the Eastern front? As I Jyive 
not got the statement made by him in the Assembly before me, I do not know 
whether he dealt with the particular point on which I want information. It 
was stated in the press some time fego that the Japanese were moving towards 
Kohima, which is I believe mid-way between Manipur and Djamapur. If they are 
anywhere near Kohima, it is obvious that communications between Manipur and 
Diamripur will be seriously threatened. I hope that His Excellency the Com
mander-in-Chief will be able to give us some information on this point.

H is E xce llen cy  the COM M ANDER-in-CHIEF: Certainly. I  have in
clude/! that point in the full statement I have just made in the other House.

As regards the next point, whether the Army is representative of the nation 
<sr not, all I  can say is that today the army, or rather the armed forces—that 
is the better way to put it, because we must include the air force and the navy 
as well— the armed forces are more widely based than ever before, and I think 
it would be fair to say that they represent all classes of the community. I can, 
if necessary, produce figures to show the proportion in which the armed forces 
draw their recruits from the various parts of the country; it is a very striking 
picture compared with what existed before the war.

The other point raised by the Honourable Member was the question -whether 
discipline and enthusiasm depended on Regulations, or whether they depended 
on patriotism. Well, all I can say is that in my quite long experience as a 
soldier I have not found that discipline and enthusiasm can be based on Regula
tions; that is quite clearr. I have been touring all over India a good deal lately, 
and everywhere I have been impressed by the spirit and the desire to make good 
that all classes, especially the new classes, have shown and are otill showing 
today. It is a most remarkable demonstration of a spirit and a desire to show 
what they can do. It is not confined to any one class; it is widespread and 
universal. And it is certainly a spirit that is willingly displayed. It is not 
done under coercion, You cannot produce a spirit of thart kind by coercion.

Then, another point which I would like to touch on is the question of weeding 
out of cadets for the Indian Air Force. It is quite true that a very considerable 
number of these cadets are weeded out in training. This is inevitable. If the 
standard of the cadets who are eventually to become officers is to be high enough, 
I am arfraid it is inevitable. It applies equally to the R .A .F .; it is not confined
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to the Indian Air Force only. Here again I would say that only the \)e8t will 
suffice; the mediocre will not do. • • .

T he H onourable P andit HIRDAY NATH KUNZRU: Would it not be 
desirable in that case to have better preliminary methods of selection, instead 
of waiting to reject boys after they have received training for three or four or 
five months?

His E xce llen cy  the COMMANDER-in-CHIEF : I was just going to mention 
the point. We have introduced lately new metkods of selection which may help;
I hope they will. We are also considering the introduction of the new R.A-F. 
system of ground tests and flying grading, and I hope they too will prevent the 
preliminary admission of unsatisfactory cadets; it is most desirable to do all 
thart we possibly can to effect this, not only in the interests of the cadets them
selves, but because it is economical.

As regards the question of unsympathetic treatment of cadets, I find that 
only one complaint of unsympathetic treatment has been received, and on inves
tigation that proved to be groundless. In fact there is an impression, 4juite & 
general impression, that too much latitude is being allowed and*that the training 
of some cadets is continued beyond reasonable limits. Well, that is dangerous 
as well as being uneconomical. And here again I would deprecate any attempt 
to lower the standard, which can only result in disaster eventually.

Again, my Honourable friend requested that Indian comftiissioned officers 
should be m&de use of to Indianise the higher ranks of the Army, and he also 
urged thart there should be no reversion to the pre-war proportion of British to 
Indian officers. Again he was referring, I think, to the Indian Army and I 
presume that he was referring to the post-war Army. The composition and 
organisation of the post-war Army has not yet been considered in detail and for. 
obvious reasons cannot yet be considered in detail. It depends on ar good many 
unknown factors—constitutional factors and other factors. But I would like to 
point out that it is a fact that the ratio of Indian to British officers in the Indian 
Army is steadily increasing and has steadily increased throughout the war. 
Then there is the question of the promotion of British and Indian officers of the 
Indian Army. I will come to that in a minute. Before th&t* I should like to 
say that the proportion of British to Indian Officers in the Indian Army proper 
today is ahout 1*8 to 1. That does not include British Service Officers who are 
attached temporarily to the Indian Army for the period of the wgr. They do 
not belong to it. They are attached to it to fill gaps. In 1939, that proportion 
was 5*5 to 1. It is now 1-3 to 1. As I said before, I am prepared to take 
every Indian officer I can get provided he is of the right stamp and fit to be a 
leader for our men who deserve nothing but the best, and I would like again to 
tell Honourable Members that we are not getting the stamp of men we want 
for our Indian officers. They are not #oming forward. s I spent recently two 
days at one of the new Selection Boards,—this one happened to be in Dehra 
Dun—watching the methods by which they tested the candidates, talking to the 
candidates themselves, lunching with them and generally acquainting myself 
with the machinery of selection and also trying to form some estimate of the 
quality of the candidates, I can only say thart I was very disappointed and 
I am seriously alarmed at the poor quality of the candidates who are now com* 
ing forward. I am taking stepa to improve the machinery to secure candidates 
of the right stamp and I think they will have effect. But this is a matter in 
which I feel that perhaps all of us can help, if we so desire. I am satisfied thal 
the methods of selection are just amd fair and as thorough as they could be. I  
was very impressed hy them. ,

My Honourable friend mentioned the question of Indians in high command 
and high staff appointments. Here again I can only say—I have said it before 
—that this matter is under my constant,—in fact almost daily—care and watch, 
and the situation is steadily improving. The situation is dependent on certain 
factors which I cannot alter. Those factors are that an officer who aspires to 
•high command or a high Btaff appointment, which i6 equally important, mus$
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[His Excellency the Cotanjander-in-Chief.] 
have experience and knowledge and he can only gain that experience and know
ledge in the great majority of cases, unless he is a Napoleon, by serving for a 
reasonable length of time in lower formations and in units, i.e., battalions, 
cavalry regiments, artillery batteries and so forth. At the moment, our most 
senior Indian officers, those who came out of Sandhurst originally when the 
King’s Indian Commissioned Officer was started, are just coming into the promo
tion zone for higher appointments. But I would like to say that 1 cannot 
accept any sugggestion that I should advance an officer simply because he was an 
Indian. To me all officers are the same, whether they are British or Indian 
and I choose them for their efficiency and suitability for the job. I think that 
agrees with my Honourable friend’s own desire and his own expressed criticism. 
Our senior officers are now getting on to about 23 or 24 years ’ service and that 
brings them into the promotion zone for higher appointments and they are- 
being considered for these appointments now. For instance, a Brigade Com
mander in war-time is aged 43 or 45,—very much younger than in peace time.
I myself was 49 before I got command of a brigade. But experience and know
ledge are vital attributes and before I can consent to entrust the lives of men 
to any officer, a Brigadier or Divisional Commander or even a high staff officer 
like a General Staff Officer of the first grade. It is on their judgment and on 
their efficiency ifcat the lives of our men depend in war and unless they are 
fully qualified for these appointments I would never consent to put them into 
that position. But I do assure this House that this is a tnatter which is con
stantly engaging my attention and I will ask Honourable Members to leave it to 
me to ensure that our Indian officers receive fairplay. They will, if I can possi
bly ensure it.

As regards the posting of Indian officers to , General Headquarters, the 
Honourable Pandit was quite right when he said that the experience and know
ledge gained in General Headquarters is very valuable in most cases, especially 
if the officer is to go on to high command. That is quite true and that is 
another point which I will watch. But I would like to add that General Head
quarters is not th£ only place for an officer to serve. In war, the staffs of active 
formations, i.e., Divisions and Corps which are fighting, the enemy, are the 
places where real experience is gained, and in selecting officers for appointment 
I  always see whether an officer has war experience or not. If he has, he has 
a better chartce. For, after all, a soldier’s business is to fight. If you ask the 
officers themselves, a great majority of them will say that they would rather 
be serving in an active formation than sitting in G.H.Q. I know I would.

As regards the formation of entirely Indian Divisions or an Indian Corps, 
this will come possibly in time. But, in my opinion, for what it is worth, to 
attempt such am experiment now in the middle of this war would be unwise in - 
the extreme. It would entail a tremendous amount of dislocation and reshuffling 
of units and reappointment of officers of all grades and appointments and to 
form such a division today would immobilise for many months, and would pre
vent them from taking part in the war for many months, units which are 
actually now fighting or are fit to fight today, and will be going into battle 
tomorrow. In any, event, I rather doubt the desirability of this at the present 
moment. The close association of Indian and British units and personnel in 
the same formation hars proved most successful in the past, as many a hard- 
fought battle will show, and if the average Indian officer, tiie Viceroy’s Com
missioned Officer or the soldier, is asked to say what he thinks of the proposal,
I  think a good many of them will say, “ No, let us stay as we are.”  I think 
they will resist the suggestion at the moment. ,

T he H onourable P andit HIEDAY NATH KUNZRU: H is Excellency the
Commander-in-Chief seems to be labouring under a misapprehension. When I 
suggested the formation of an Indian Division under an Indian Major-General,
I did not mean that the composition of the division may not be what the com
position of a division is at present. It may be a mixed division consisting of 
both British and Indian troops. But that is no reason why this division should1 
not be commanded by an Indian Major-General. k
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His Excellency the COMMANDER-in-C£HIEF : I beg your pardon;
I am sorry I misunderstood you. As regards the appointment of Indian officers 

v to higher command, as I said, I hope that \yill come; I am sure that 
18 Noon. ^ come regards the future organisation of the armed forces 
of India, I have no doubt whatever that Government will welcome the advice 
and help of the members of this House and of the other House too and of 
course of the Defence Consultative Committee. As the Honourable Member 
said, that Committee was initiated by me and it would be stupid indeed if I 
did not make the fullest use of its advice and help and I intend to do so.

In conclusion, Sir, I do not know what Honourable Members who were good 
enough to come to my house the other day thought of the bearing and attitude 
of the men of the fighting services. (Applause.) For myself I can only say 
I saw nothing but cheerful willingness to do their best and to prove their worth 
as men. Tq my mind their efficiency was very evident and I would like to 
add that again to my mind their bearing was that of free men prepared to do 
their duty by the country; and I can only say that I see the sapie spirit among 
our fighting men everywhere I go in this great country and I am very proud of 
them. (Applause.) .

Tub H onourable Mr. C. E. JONES (Finance Secretary): Sir, I have
listened to this two-day debate on the Motion for consideration of the Finance 
Bill with considerable interest and the most careful attention. A large vgriety 
of points have been covered in the discussion. Those which gave rise to the 
greatest amount of feeling were constitutional and political questions, with 
which I hardly feel myself qualified to deal. The Honourable the Leader 
of the House has already replied on behalf of Government to questions o f  that 
nature. Perhaps I may be excused if I mention, as a layman, th a t  I c a n n o t  
help feeling that Honourable Members w h o  are so unsparing in their language 
in attacking Government would at least recognise that there’ is something to 
be said on the other side, that there are difficulties inherent in the situation 
the solving of which is rendered more difficult by the fact that we are in the 
midst of a total war with the enemy at our gates. Thus, purely as a layman,
I could not avoid the1 feeling that it would be well if a larger statesmanship 
could put first, things first by concentrating on winning the war and sinking 
differences until that had been achieved, which, I was pleased to note, was 
the line taken up among others by the Honourable Mr. Mahendr*! Lai Das.
I recognisc with appreciation the definite statements that have been irade that 
an adverse vote on this Bill is not intended to indicate opposition to the war 
•effort. I appreciate this because at least it gives some common ground on 
which to discuss matters. I would ask Honourable Members f‘gain to 
remember that it is the tempo of the war effort in India which determines the 
volume and the rate of outgoings of rupees in this country, and that the 
tempo of the war effort in India has to be regulated l>v military and opera
tional needs rather |Jian by financial considerations. Granted that, I think 
such suggestions are at once ruled out as the imposition c*f a maximum limit 
to the accretion of sterling balances or the curtailment of expenditure in India 
on H. M. G .’s behalf to the amount of rupee finance which H.M.G. is able 
to raise for herself, because any suggestion of that nature is ultimately equi
valent to the imposition of an arbitrary limit to India’s war effort 
irrespective of the military position. But in any case even if 
Honourable Members who are perhaps against this * Bill are unable 
to go as far as I have suggested I would suggest that co-operation 
with Government in maintaining the economic stability of the country irres
pective of political differences by assisting in all the Government’s anti-infla- 
tionarv measures would seem to be a fundamental duty and r,n obligation on 
every patriot with the real interests of the country and of its peoples at heart. 
(Applause.) Remembering the economic perils through which we have passed! 
it is surely up to every person of influence, including political leaders, to save 
the country from the dangers and suffering which inevitably result from an 
acute inflationary position, of which a potential is admitted’ :/ in f/xistence
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today. We are witnessing even at the present moment strange happenings 
in the bullion market in Bombay. The facts are, as the Mouse is aware, 
that sales of gold have been made by the Keserve Bank for some^time at a 
price which was regarded as not unfair to the investor having regard to the 
rise in prices of other commodities. The sales were made with the dual object 
of providing the U.S. Government and H.M.G. with rupees for use on their 
wur expenditure in this country and also as an anti-inflationary measure. The 
end of last week and the early days of this have witnessed the results of 
scare-mongering by interested parties on the minds of a credulous public. A 
wave of speculative buying of gold has developed with the result that the 
market price of gold has outstripped the price at which the Reserve Bank were 
prepared to sell reasonable amounts for investors as opposed to speculators. 
Clearly in the circumstances it would have been useless to continue to supply 
the normal demand at a price well below the prevailing market rates, so the 
Bank deemed inexpedient to allow the market to find its own level through the 
tender system. When this unreasonable speculative fever has abated, the 
price of gold will undoubtedly subside to the loss of certain unfortunate people 
and the Bank will be able to continue sales at more reasonable rates.

The H onourable Mr. HOSSAIN IMAM (Bihar and Orissa: Muhammadan^: 
Who will pocket the difference, Sir?

T he H onourable Mr. C. E. JONES: I have much ground to cover today 
and I would be glad if I could be saved from interruptions.

T he H onourable the PRESIDENT: I object to the interruptions.
The H onourable Mr. HOSSAIN IM AM : Mr. Jones interrupted me from 

my second page. I am interrupting on his third page. I have the report 
with me. and it shows how much Mr. Jones interrupted me.

T he H onourable Mr. C. E. JONES: I interrupted mainly for correcting—.—
T he H onourable the PRESIDENT: Your own friends interrupted you.
T he H onourable P andit HIRDAY NATH KUNZRU: Government mem>- 

bers did put a number of questions to him. I must say that in fairness to him.
T he H onourable Mr. C. E. JONES: When I interrupted the Honourable 

Member, it was to correct misapprehensions at the time; it was not for elicit* 
ing what tlfe Honourable Member meant. -

T he H onourable Pandit HIRDAY NATH KUNZRU: There was na real
interruption of Mr. Jones’ remarks. I think the question that was  put by my 
Honourable friend Mr. Hossain Imam was in the line of the argument that 
was being followed by Mr. Jones.

T he H onourable M r . C. E. JONES: I did not understand the questionf 
Sir, and if I were to elicit what exactly the Honourable Member meant and 
to what he referred when prices are in the present stategpf flux, my speecb 
would degenerate into an argument.

I should, however, like to make it clear that if these developments indi
cate a move to frustrate the anti-inflationary policy of the Government, then 
Government will be prepared to deal with them by the most drastic measures, 
as they dealt with a similar situation in the cotton market last year. 
(Applause.) Government are determined not to let tiie bullion market get out 
of hand and they will take whatever steps may be necessary to prevent this, 
should tho behaviour of some sections of the public render this necessary in* 
the public interest. This reinforces, Sir, my plea for wholesale and widespread 
co-operation with the Government in their various anti-inflationary measures, 
and I put it to Honourable Members that to deny co-operation and then- 
charge the Government with failure to solve this most difficult and intractable* 

, of :».ll economic problems strikes a layman as hardly playing the game.
Apart from the constitutional and political questions, Sir, questions of 

financial yolioy and also a number of questions regarding details of financial 
and aec-ounfine arrangements have been raised during the course of 4he debate. 
In regard to these I find1 myself under a certain amount of difficulty in framing
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my reply. After the general discussion on the Budget I confined my reply te 
broad subject heads and my reply occupied the space of one hour. Two 
Honourable Members of this House who had raised a number of individual 
points and specific questions have now reproached me ior failing to deal witk 
their *points in that reply. In order to avoid a charge of discourtesy I propose 
to repair that omission, although in doing so I must ask the indulgence of 
the House for taking up their time for the purpose md of the Honourable 
Mom hers concerned for being very brief in doing so.

1 think, in fairness, the Honourable Sir Gopalaswami Ayyangar will rgree 
that the time-limit brought his speech to an abrupt end before he could 
develop his point about the inflationary gap. That aspect cf the position I 
will ded with later on in this speech. I cannot refrain, however, from 
referring to the way in which he announced to the House his discovery that 
the closing balance for next year is shown in the accounts as Rs. 510 crores. 
The Honourable Member said this information was “ tucked away in some 
comer” , and that no prominent attention had been drawn to it anywhere. Sir, 
the Finance Department have nothing to conceal and we do hot present our 
accounts in a hole-and-corner manner which is designed to hide relevant 
information. The proper place for showing the closing balance for next year 
was in the Statement of Receipts and Disbursements of the Government of 
India appearing on pages 2 and 3 of the Budget Statement. The closing 
balance was shown at the bottom of that statement on the right-hand side and 
the figure of 1944-45 naturally occupied the last column in that statement. Its 
position in the Budget Statement was in the very place in which any , one 
accustomed to reading accounts would look for it. Moreover, in the Explana
tory Memorandum prepared by the Finance Department, on page 27 in para
graph 2, specific mention is made of the size of our balances as estimated at 
the close of the Budget year. I would submit, Sir, to the Honourable Member 
that a responsible Department of the Government of India might well be 
spared reflections on its bona fides of this nature in the way in which it is 
discharging its official duties.

Tue H onourable S ir GOPALASWAMI AYYANGAR (Madras: Non-
Muhammadan): I  am not interrupting the Honourable Mr. Jones because it 
would waste time. I wish only to make it clear that there was no insinuation 
at all against the Finance Department in what I said. •

T he H onourable Mr. C. E. JONES: I  am grateful to the Honourable 
Member for his assurance, and would like to add that the Finance Department 
is ever willing to assist Honourable Members, and I personally am r.t all times 
accessible to any Honourable Member in my pffice, for giving any explanation 
which they may require or any information which it is in my power and 
which I am at liberty to give. ^

In passing, also, I would like to welcome the increasing interest which I  
find Honourable Members are taking in the Explanatory Memorandum. This 
Memorandum, thanks to the energy and enterprise of my Budget Officer, Mr. 
Sunderusan, is being progressively enlarged, and we propose to continue this 
progress:ivc enlargement- of the Explanatory Memorandum until it takes th* 
form of a useful vade mecum or encyclopaedia of budgetary and financial in
formation. (Applause.) If this is the desire of the House, my Department 
will he glad to consider any suggestions for its improvement which Honour
able Members may have to make. (Applause.)

The Honourable Sir Gopalaswami Ayyangar made the point that India is 
meeting a larger share of her Defence expenditure from current revenues than 
certain other countries. So far as our information goes, in this he is substan
tially correct, although our information regarding Defence expenditure in other 
countries is neither complete nor up to date, nor is a true comparison possible 
in view of the different systems of administration and** the different n>ethods 
of presenting Budgets. I gather, however, from the figures given by him that 
he was referring to {he statistics of revenue and Defence expenditure of certain
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selected countries given in paragraph 2 of the Reserve Bank Report on Cur
rency and Finance for 1942-43. These figures only take us up to and includ
ing the year 1942-43 but possibly the Honourable Member may have noticed, 
although he did not mention, that those figures show that India had not 
increased her taxation any higher than other countries—>in fact, less than most 
—and that the rise in India's Defence expenditure is very much lower than 
the other countries which have been selected for purposes of that statement. 
These facts, in addition to the comparatively low standard of finances in this 
country relative to its size and population, operate as an important qualifica
tion to the deduction which the Honourable Member has drawn from those 
figures.

In his speech in the General Budget debate the Honourable Pandit 
Kunzru asked for certain information and he repeated his request tor that 
information during the course of the current debate. I have since received 
a typescript of his speech, and I will now very briefly give a sort of running 
commentary oA the pbints he raised.

The first one was as regards the variations between budget expectations 
and the revised estimates or the actuals of defence expenditure. These varia
tions have been explained in the Honourable the Finance Member's Budget 
Speech; I would refer the Honourable Member to paragraph 21 and to para
graphs 35 to 38. The Honourable Member is aware that the Budget only 
provides for known commitments, and nothing for the unforeseen contingen
cies of war which are inevitably considerable. Even as regards the cost of the 
forces within the ceiling, it should be realised that that cost may vary within 
the ecihng according to changes in composition of the forces, according to 
changes in scale, re-equipment with later weapons, increases in prices, increases 
in pay, liberalisation of rations, and other factors.

The next point the Honourable Member raised was the principles on which 
the ceiliug strengths of the forces for the defenoe of Tndia ore fixed. That 
again has been explained, I submit, Sir, by the Honourable the Finance 
Member in clear and unequivocal terms, and I can add very little to what the 
Honourable the Finance Member has said. The principles applied are of a 
purely military nature, taking into account all relevant strategic considera
tions as trt requirements for local defence. The principles are such as a 
General Staff, in the application of its special expertise, applies to tssessing 
such a problem in any likely theatre of operations, a task which they are 
constantly performing, and in respect of which financial considerations natu
rally do not enter at all.

The next point the Honourable Member raised was the alleged lack of 
consistency between a reduction of expenditure on civil defence f̂ nd a rise in 
Defence expenditure, particularly expenditure on airfields and the air forces. 
The Honourable Member is, however, aware that the air-raid precaution 
measures were designed to meet the air threat to India both from the west and 
from the east. With the failure of the German campaign in the Caucasus, the 
threat from the west receded, thus enabling A.R.P. measures to be curtailed. 
It by n. means follows from this, however, that India is in a position to 
reduce tho land and air forces maintained in India for her defence against 
subsequent threats from other directions.

The next point raised by the Honourable Pandit Kunzru was as to why the 
entire expenditure on airfields should be debited to Indian revenues. On thig 
matter, I think the Honourable Member has been misinformed. Only the air
field programme framed for the defence of India is being charged to Tndia; to 
which I have to add a rider that airfields required for and operated by the 
United States forces in India are provided for the American forces under the 
Mutual Aid arrangements. His Excellency the Commander-in-Chie? is the 
expert member of the Government of India. He is constitutionally Govern
ment's adviser on what forces are needed for the county's defence. And I
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suggest that, in England, no Member of Parliament would or co^ld dispute 
expert military opinion on such a subject. *

The next point wa6 that part of the Defence expenditure debited to Indian 
revenues is really due to Imperial needs and should be transferred to His 
Majesty's Government. This suspicion seems to me somewhat vague. The, 
position is that the present role of the forces in India is exclusively for the 
defence of India, and they are within the ceiling of the forces which Hia 
Excellency the Commander-in-Chief has already fixed as being necessary for 
that purpose.

Another question was whether the cost of increase in the line capacity of 
the B. & A. Railway was likely/to be debited entirely to Indian revenues. 
The answer is in the negative.

The last question was whether African troops are paid at the same rates as 
Indian soldiers or at a higher rate. In reply to this, I would invite the 
Honourable Member’s attention to the answer given to him by His Excellency; 
the Commander-in-Chief on the 24th November, 1943, in reply to question No. 
154. The broad generalisation is that the rates for Indian tfoops are general
ly higher than those for African troops.

That,Sir, brings me up to date, and I will now deal with tbe points raised 
in the present debate. I will endeavour not to cover again the ground covered 
in my reply to the general discussion. First I will deal with certain explana
tory points which do not conveniently fit in under the inore important of the 
broad heads. Dealing, firstly,*with the various points raised by the Honour
able Mr. Hossain Imam, he complained of delay in the receipt of the C.B.R. 
report. The position is that the All-India Income-tax Reports have not been 
published since 1941-42, and will not be published until the termination of 
hofetilities, due to shortage of paper. The Honourable Member is aware that 
there ia a paper shortage; he has in this very debate urged Government to 
increi^e the proportion of available paper released to the civil community, 
which inevitably means a reduction of paper consumed by Government for 
official purposes. This policy inevitably means cutting out some publications 
which have been issued in the past. It is not a question whether a publica
tion is important or useful or not; it is a question of relative importance. It 
is on that ground and on that ground alone that this publication has been 
stopped. #

T he H onourable Mr. HOSSAIN IMAM: Will not the Honourable Member 
publish a summary?

The H onourable M r. C. E. JONES: The statistical portion—the mecha
nised all-Jndia figures—are ready for printing by the end of July each year,
but the date of their release depends entirely on an overworked press. Again,
on grounds of shortage of paper and on the advice of the Labour Department, 
we are only printing sufficient of these preliminary statistical tables for 
departmental use, although a few copies will be supplied to Chambers of 
Commerce.

The Honourable Mr. HOSSAIN IMAM: And to the Library?
The Honourable Mr. C. E. JONES: I suggest that if the H o n o u r a b le  

Member is not satisfied with the position as I have represented it, he should 
raise it with the Department concerned.

The next point raised was the apparent loss of 44-84 lakhs in respect of
opium for the year 1944-45, as shown in Statement V on page 4 of the Ex
planatory Memorandum. The Honourable Member said that this showed 
clearly that there had been a lack of vigilance at a time when financial vigi
lance was extremely necessary and desirable.

I am afraid he has misread the accounts. The statement is not a profit and 
loss statement or a statement of commercial working. It is merely a statement 
of total expenditure and total revenue. If the Honourable "Member had 
chanced to notice sub-heads (C) and (D) on page 15 of the Book of Demands, 
1944-45, he would have found that the expenditure of Rs. 124*84 lakhs shown 
as expenditure for#this year includes Rs. 109 lakhs of advance payments to
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cultivators in the United Provinces and Malwa for expansion of cultivation, and 
this expenditure will be off-set in the ensuing season by-receipts of opium. The 
loss is therefore apparent and not real. I agree that the method of exhibiting 
the accounts in this way is rather confusing. The Department had already 
noticed it and we are taking steps to alter the existing arrangements in the 
accounts in this respect. Far from there being a lack of vigilance it is clear 
from this that we are taking active steps to expand the cultivation of opium to 
cope with the increasing demands for opium products.

T hb H onourable M r- HOSSAIN IM AM : Will the Honourable Member say 
something about the current year—Rs. 1,09,000?

T he H onourable M r . C. E. JONES: I would rather not devote my limited 
time to that now. .

The third point which raised the Honourable Member's ire, which he has 
twice mentioned in this House, is what he calls the ramp, or some similar term, 
in respect of refund of duty on petrol for the Defence forces of India consumed 
for India’s purposes. I can assure the Honourable Member that all motor 
spirit and most of the aviation spirit required for the Defenoe Services in India' ie 
obtained from British or British Empire sources- Supply from the U. S. A. 
on lea6e-lend is confined mainly to lubricants and a relatively insignificant 
amount of aviation spirit. This petrol being required for the Air Forces in India 
for the defence of India was being debited natifrallv, as one would suppose, to 
Indian revenues. The amount debited included the duty. The customs duty 
is 15 annas per gallon as against the price up to the point of landing of 7 annas 
per gallon. But as the petrol is not imported by the Defence Services direct 
but by the oil compani.es from whom the Defence Services purchase their 
requirements, it had to be purchased duty paid. In February, 1943, His 
Majesty*6 Government agreed that with effect from the 1st April, 1942, they 
would supply India free with all the petrol required for India’s defence purposes. 
That meant that this duty which is paid on petrol imported into the country 
had to be written back because, unless the Honourable Member allows his 
zeal for extracting the last rupee of profit out of the war to outrun his discre
tion and his judgment, I take it for granted that he will agree that when His 
Majesty’s Government give 7 annas worth of petrol, they should be undex no 
obligation to'pay 15 annas into the revenues of the Government of India. That 
is all there is in respect* of this matter. It is a natural corollary from a 
gesture of generosity on the part of His Majesty’s Government.

I should have liked, Sir, to have dealt at some length with the carefully
prepared and very interesting speech of the Honourable Sir Gopalaswami 
Ayyangar. Unfortunately, the Honourable Member left his speech until practi
cally the close of this debate. It was read from'a manuscript at a rate which 
I recognise was very fair to the shorthand-writer but which was a little too
fast for my long-hand notes. I kept pace as well as I could and I will offer
a few> comments, on the various points that I managed to take down before I 
had to give up the unequal struggle. If the Honourable Member had found it 
possible to make his rather long speech, which was full of technical matter and 
fairly full of figures, a little earlier in the debate and had been able to supply 
me with a copy, I could have dealt with it more fully and more effectively. 
The Honourable Member^ gave at some length figures showing the ways and 
m£ans position of the Government of India from which he deduced that with 
balaftces staiding as they are and as we expect them to be, there was no need 
to impose additional taxation. That means in essence that we would be justified 
in financing current needs by borrowing without attempting to fortify our 
revenue position. It means no more than that in substance- That is a matter 
of policy, Sit, which I will deal with a little litter. I was somewhat surprised 
to hear a little later that the Honourable Member contemplated that the addi
tional receipts from the enhanced railway fnres, if imposed, should seriously 
be regarded as accruing to the benefit of the general revenues of the Govern
ment of India. ,
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The third point the Honourable Member m&de was that taxation in India, 
is progressing at a rate comparable with that in the United Kingdom whereas 
borrowing has proceeded at a slower rate in British India, i? rom that he 
deduced that we should retrain from further taxation and concentrate on 
borrowing, presumably to get the same progressive tendency in respect of both 
taxation and borrowing in India as obtains in the United Kingdom. But I 
would ask the Honourable Member if he sees no advantage in strengthening 
the revenue position to meet the demands for post-war development in a. 
country which is so backward as India, which is in a far more backward 
condition industrially and socially than England. There were' incidentally one 
or two misapprehensions in the Honourable Member s figures. He added to  
the estimated closing balance 44 crores of rupee securities in the Government 
Cash Balance Investment Account. Those are only securities of the Govern
ment of India. We hold our own securities to that extent, and they merely 
represent loan scrip which will be put out in due course just the same as the 
tap loans are sold from time to time. He also added to this figure 18 crores, 
which is no more than an accounting adjustment representing six years' 
theoretical contribution from revenue for Reduction and Avoidance of Debt. 
The one point on which I should like to 6peak at greater length is regarding 
what he called the inflationary gap, because it is evident that the Honourable 
Member and the Government do not quite mean the same thing when using 
the same term- The inflationary gap is the difference between all the funds 
which are put out in India and all the funds that are drawn off from the people 
in this country. The way we measure the inflationary gap is this. We totaL 
the amounts paid out in rupees, first the revenue and oapital expenditure of 
Government; secondly, expenditure in India on behalf of the Allied Govern
ments; and thirdly, sterling and dollar purchases by the Reserve Bank of India.
It i6 obvious that if an exporting firm hands sterling bills to the Reserve Bank 
and gets credited with rupees, that means an outgoing of rupees into the 
country. We then total the amount of rupees drawn off. The first item is the 
receipts from taxation and other receipts by Government; the second, borrowings 
of all kinds, including net balance of treasury bill transaction*; thirdly, bullion 
sales on behalf of Government; and fourthly, any increase in the cash holdings 
of the scheduled banks, because if they increase their holdings, it means that 
money has been drawn from the people of the country in the form of bank 
deposits. The net difference between those two totals is our estimate of the 
inflationary gap in the country: As was stated in the Budget speech this gap
has been running at about 250 crores a year, although the arrangements that 
we are making’ will reduce it considerably during the coming year while the- 
propo6al6 which we have brought forward in connection with the Budget are 
designed to a very large extent to close the gap altogether. With that 
explanation, I think the Honourable Member will probably agree that when Tie 
says that the mopping up and borrowing of rupees should not be resorted to 
for the purpose of piling up cash balances he is looking at the problem from 
an entirely different point of view from that of the Government of India- We 
have to mop up surplus purchasing power by taxation and by Sorrowing, and 
by such other ways as we can if we are to deal with the menace of inflation 
at all. It was mentioned in the Budget 6peech that the object of our borrowing 
at the present time is not so much to cover the budgetary gap as to fill in 
the inflationary gap so as to bring up the intaking of rupees to equal the 
outgoing of rupees and so prevent a constantly growing pressure on prices. 
Granted that this is the duty of Government— and I think most Honourable 
Members will agree—the result is a growth in our balances since the Govern
ment of India is not like a Provincial Government or a local body in the country 
who can invest their money with a higher Government. We cannot invest # 
this money and we naturally have to keep it as credit with the Reserve Bank 
of India, pending its utilisation later on for postwar reconstruction or for' 
meeting future deficit or for whatever purpose it may subsequently be required.
I was interested T îen the Honourable Member made the suggestion that the 
Government should buy sterling from the Reserve Bank and return a portion
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o f  their lar^e cash balance to the Reserve B ank for the purpose. J was 
in terested  because that w as in e ffect w hat the G overn m en t th em selves pro
posed  to the Legislature a year ago. I t  w as proposed that sterling should  be 
bought from  the Reserve B ank, which would then  becom e the property of, and 
under the control o f, G overnm ent, as a sort o f  post-w ar sterling recon stru efion  
fund^ T h at sterling w ould  then  n ot be available for  any im porter to  purchase 
fo r  purposes w hich  perhaps w ould  run contrary to  the planned d evelop m en t 
o f  the coun try  w hich  G overnm ent m ight have under consideration . I t  w ould  
be taken aw ay from  the R eserve B ank  and held  on  G overnm ent accou n t, w ith  
the advantage in cidentally  o f  being in vested  in appropriate m aturities and so 

-o f increasing  ou r in terest receip ts in E n glan d. T he proposal was h ow ever 
turned dow n  b y  the L egislatu re. I  have never y e t  understood w hy it was turned 
dow n . I t  seem ed to m e an em in en tly  sound proposition , but the L egislature 
o b jected  to  it, their ob jection s presum ably  being based largely on  suspicion. T h e 
proposal has since th en  rem ained  in  co ld  storage. .

T h e last poin t th at I  noted  w as Sir G opalasw am i A y ya n gar ’s suggestion  
that, since w e possess balances largely in excess o f the probable inflationary 
gap  for  n ext year, w e shou ld  be able to  avoid the issue o f new  curren cy  next 
year. I  th ink that suggestion  rather betokens a m isapprehension  as to the 
nature o f  our c losing  balances. The d o s in g  balances do not represent so  m any 
notes and so m any rupee coins in a till w hich  can  be opened and the m oney  
taken ou t and used- These balances are in the form  o f a cred it with the 
R eserve  B an k . The R eserve  B ank  has a liability  to  us to  that extent, and the 
R eserve  B an k  possesses corresponding assets in the form  o f sterling holdings 
in E n g lan d . I f  and w hen  w e w ant to spend from  these balances, w e draw on 
th e  R eserve  B a n k  and the R eserve  B an k  naturally has to  issue fresh currency  
to  m e e t the dem and. The balances can not be used w ithout the issue o f new  
cu rren cy . I f  th at w ere done in the present inflationary conditions, it  w ould 
clearly  accentuate p resen t inflationary te n d e n cie s ; whereas if it w ere done in 
post-w ar cond ition s, w hen  possib ly  prices are fa lling, there m a y  be u n em ploy 
m e n t and possib ly  the beginnings o f  a slum p, G overnm ent post-w ar activ ity  
draw ing on  those balances w ould  pu t further m on ey  out inJto the coun try  at a 
l im e  w hen  it is needed  instead o f  at a tim e w hen  it m igh t do serious harm . 
T h a t  I  suggest, Sir, would be in the real interests o f  this coun try.

T h e H o n o u ra b le  S ir  G O P A L A S W A M I A Y Y A N G A R : Sir, as this is a very  
im portarit m atter, will you  kindly  let m e put one or tw o questions so that I 
m ay  .understand the position  o f G overn m en t in regard to these ba lan ces? I  do 
n o t  w an t to in terrupt too  m u ch , bu t I  sim ply  w ant h im  to clarify  w hat he has 
b een  attem ptin g  to  say in the last few  sentences.

Thb H o n o u ra b le  t h e  P R E S I D E N T : Y es.
T h e H o n o u ra b le  S ir  G O P A L A S W A M I A Y Y A N G A R : I  take it th at this 

closin g  ba lance o f about 509 crores at the end o f n ext year is going to  be at the 
Central G overn m en t's  deposit cred it w ith  the R eserve B a n k ?

T h e H o n o u ra b le  M r . C. E . J O N E S : T he figure o f 509 crores m eans that, 
if  the expectations on  w hich  our estim ates are based as regards’ receip ts from  
taxation  and rece ip ts  from  borrow ing— and the later have been  fram ed on a 
generous basis— m aterialise, w e shall c lose n ext year w ith a qredit with the 
R eserve  B a n k  o f the am ount show n

T h e  H o n o u ra b le  S ir  G O P A L A S W A M I A Y Y A N G A R : I take it that as
G overn m en t w ill n ot be requiring this large am ount for expenditure o f its ow n 
the R eserve  Bank^'will be able to utilise this large am ount w hich G overnm ent 
have at cred it w ith  th em  for the purpose o f providing rupee currency  for the 
sterling w hich  is passed on to them  in L on d on  b y  H is M a je s ty ’s G overn m en t?

T f e  H o n o u ra b le  M r . C E  J O N E S : This large am ount, Sir, is not a volum e 
of m on ey . I t  is a liability  so far as the R eserve B a n k  is concern ed— a liability 
to G overnm ent. I t  is offset b y  sterling: assets in E ngland. *

T h e H o n o u ra b le  S ir  G O P A L A S W A M I A Y Y A N G A R : I t  is a liability  no 
d ou b t b u t it is m on ey  w hich  is at the disposal o f the R eserve B ank o f In d ia  

;*n d  if you do n ot require it for your ow n expenditure the* R eserve B an k  is
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able to  utilise it for  issuing* rupees in In d ia  agam st sterling credits in E ngland 
T o  th at exten t they can certain ly  reduce the volum e o f new^ curren cy  they m ay  
otherw ise have to  issue. '

The H onourable M r. C. E . J O N E S : E v ery  claim  that 'w e m ake on th e 
R eserve  B ank  against that cred it has to  be paid b y  the issue of new curren cy.

The H o n o u ra b le  Pandit H IR D A Y  N A T H  K U N Z R U : M ay I  pu t a question  
to  m y H on ourab le  fr ien d ? Is any part o f  this balance o f R s. 510 crores, w it 
w hich  the year 1944-45 is ex p ected  to c lose , to be used for the pa ym en t o f  w ar 
purchases on  behalf o f H is  M a je s ty ’s G overn m en t?

T h e H o n o u ra b le  M r . C . E . J O N E S : Sir, no proposals have y e t  been
form ulated for  the use o f this sum . W e  have, how ever, ind icated , in th e  
figures w hich  the H on ourab le  the F inance M em ber gave in his B u d g et Sp eech  r 
the possibilities o f  post-w ar reconstruction  finance. W e indicated that after the 
first tw o or three years im m ediately  fo llow in g  the war, w hich  will certain ly  be 
years o f de fic it because revenues w ill shrink w hile m ilitary expenditure can n ot 
be reduced  proportionately  straightaw ay, w e w ill still have & cred it ba lance  
w hich  w ith subsequent revenue surpluses m igh t give us over  the next qu in 
quennium  starting from  that date a total o f  som eth in g  o f the order o f Rs. 1 ,000  
crores to spend on post-w ar reconstruction , including recurring com m itm en ts  
possibly up to R s. 100 crores per annum . That is the on ly  point in respect o f 
w hich  the utilisation  o f this credit has been  actively  considered , Sir.

T h e H o n o u ra b le  P a n d it H IR D A Y  N A T H  K U N Z R U : I am  still tetapted  
to put a question  to  m y  H on ourab le  friend . H ow  do the G overnm ent propose 
to  stop the inflationary g ap ?  I f  they do n ot m ean  to  use any part o f the m on ey  
borrow ed by  them  in India  to  pay for the w ar purchases m ade b y  H is M a je s ty ’s 
G overnm ent, how  do they propose to stop  the inflationary gap?

T h e H o n o u ra b le  M r . C. E . J O N E S : C ertainly, there w ill be an, im m edia te  
w ays and m eans use o f the m on ey  in the interim . T h at is w here the im m ediate  
anti-inflationary e ffect o f our borrow ing com es in.

T h e H o n o u ra b le  S ir  G O P A L A S W A M I A Y Y A N G A R : T h is .is  so im portant 
that I  w ould  put one m ore question . W h a t the H on ourab le  M r. Jon es has 
suggested, I  am  afraid, w ould increase inflation- I f  I  understand him  aright, 
the R eserve B ank  autom atically  issues fresh curren cy  in India against sterling  
credits w hich  are m ade over to th em  in E n gland. * %

T h e H o n o u ra b le  M r . C. E . J O N E S : N o. Sir. T hat is n ot the position . 
T he R eserve  B ank  issues new  currency  w hen  dem ands fo r  pa ym en t on G overn 
m en t accoun t are presented to it against the cred it existing to the G overn m en t 
in the R eserve B a n k ’s accounts.

I  com e now , Sir, to the m ain heads on  w hich  questions have been raised 
or com m en t offered in this debate- T he first one I should like to deal w ith  
is as regards war expenditure. H ere, again, Sir, as I  dealt w ith  this su b ject  
at som e length in m y  rep ly  to the G eneral B u d g et debate I  shall try to refra in  
from  repeating fth at I  said on  th at occasion .

M an y H onourab le  M em bers have com m en ted  on w hat they call the under
estim ation  o f d efen ce  expenditure. I  dealt w ith  that com pla in t earlier in ih is  
speech , bu t I  should like here to  m ention  that certain  other m em bers m ade 
e x a ctly  similar com plaints about the underestim ation  o f revenue. I  subm it, Sir, 
that these criticism s, to som e exten t at least, can cel each  oth er ou t and I  leave  
it to  H on ourab le  M em bers concerned  to  argue it out am ong th em selves. ,1 
should like to  poin t ou t that all estim ating is difficult in w ar-tim e, bu t an ticipa
tions are upset to a greater extent on the D efen ce  expenditure side than on  the 
revenue side, because war developm ent are far m ore unpredictable from  ^heir 
very  nature than the variations o f our revenue w ithin The country . B ecau se  
o f that, and having regard to the h eavy  intrinsic volum e o f D e fe n ce  exp en d i
ture and m oreover the uncertainty regarding the exact apportionm ent o f  the 
total D efen ce  expenditure betw een  H is  M a je s ty 's  G overnm ent and the G o v 
ernm ent o f India  till ‘ after the close o f the year, the result in general is a n et
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increase in the anticipated revenue deficit. I  think, Sir, that is on ly  to  be 
e x p e c te d . '

T h e  n ext im portant poin t concern s H is  M a je s ty ’s G o v e rn m e n ts  contribution  
to  In d ia ’s war effort, ih e  H on ourab le  M r. Sapru desired to know  the cost o f 
th is to  H is  M a je s ty ’s G overnm ent. I  agree w ith  h im  that the figures o f  
H is  M a je s ty ’s G o vern m en t 's  expenditure in India  is n o  proper m easure— in 
fa c t , it  is n o  m easure at all— of the assistance w hich  is rendered to  In d ia 's  
d e fen ce  b y  H is  M a je s ty ’s G overnm ent. The figures o f  H is  M a je s ty ’s G overn 
m e n t ’s expenditure in  this coun try  com prise , firstly, H is  M a je s ty ’s G overn 
m e n t 's  d irect w ar expenditure in India— 'that is D efen ce  expenditure p r o p e r -  
su ch  as their share o f  jo in t w ar m easures, w orks expenditure in India  fo r  H is  
M a je s ty ’s G overnm ent and so o n ; secon d ly , su pp ly  expenditure for H is  
M a je s ty ’s Governm ent-, in cluding the handling and freight charges w hich  also 
•are deb ited  to  H is  M a je s ty ’s G overn m en t; aud, th irdly, vthe expenditure 
incurred in In d ia  on  F orces oversease. I t  is difficu lt to analyse th is fu lly , bu t 
in  any case it ftou ld  give no idea w hatsoever o f the contribution  w hich  H is 
M a je s ty  *8 G overnm ent is m aking to  the d irect d e fen ce  o f  In d ia  becau se  so m u ch  
o f  that contribution  does n ot take the form  o f expenditu re in In d ia  at all. I  
w ou ld  like to  m en tion  som e o f the m ain  item s w hich  m ake u p  H is M a je s ty ’s 
O o v e m m e n t ’s contribution  to the d irect d e fe n ce  o f India . F irst o f all, there 
is the B ritish  N avy and the naval defen ce  o f India , the cost o f  w hich  to  H is 
M a je s ty ’8 G overnm ent is im m en se and can n ot be estim ated  and the value o f 
w h ich  to  In d ia  can not be exaggerated . T h at is the first substantial item . T h e 
secon d  is the gift, gratis, o f  aircraft. A  rough com pu tation  show s Ihat the 
value o f  this m u st be  som ew h ere about B s . 100 crores for squadrons for  In d ia ’s 
d e fen ce . T h at is aircraft obtained free o f charge from  H is M a je s ty ’s G overn 
m en t from  the U nited  K in g d o m  and does n ot include aircraft obta in ed  on  L ea se - 
L en d  from  A m erica . I  w ould  m en tion  as typ ica l c o s ts : the cost o f  a h eavy  
b om ber— R s. 5^ lak h s; the cost o f a m ed ium  bom ber— R s. 4J lak h s; the cost 
o f  a tw o-engine fighter— R s. 3 lak hs; the cost o f a dive bom ber— R s. 4 lakhs.

T he n ext itefti is the training o f the R . A . F . The R . A . F . personnel com e 
ou t here ready trained. T he w hole cost o f their training is borne

P,M* by  H is M a je s ty ’s G overnm ent, and the cost o f training airm an is 
h eavy. I t  Jias been  estim ated that the cost o f turning ou t a trained p ilot i* 
som eth in g  like £5 ,0 0 0 ; and that is*apart from  the loss o f  aircraft in volved  in 
the training. The third contribution  m ade is in respect o f  guns and m unitions. 
A n  im m en se n um ber o f  anti-a ircraft guns have been received . Several c a te 
gories o f  guns have been  received , and those included in one category  alone co st 
w ell ov er  R s. 10 crores. W e  have received large num bers o f  25-pounders 
costin g  several crores, and there are innum erable oth er categories under this 
general h ead .

T he n ext item  that w e are given free o f charge by  H is M a je s ty 's  G overn 
m e n t is petrol and oil, the co s t  o f w hich  com es to  som eth ing like R s. 16 or 
R s . 17 crores a year. W e  nlso get a considerable am ount o f  non-indigenous 
food  such as tinned stuffs w hich  are required for operational purposes for  the 
forces  in I n d ia . . W e  are getting free from  H is M a je s ty 's  G overn m en t som eth in g  
like 100,000 tons o f  this in this year alone. N ext, I  w ould  m en tion  specialised  
equ ipm ent o f  all sorts : signal equ ipm ent such as w ireless and telegraph  equ ip 
m e n t; engineering equ ipm ent such as excavatin g  m ach inery , electrica l 
m ach inery  and bridge-bu ild ing  equ ipm en t. T he quantities o f this specialised  
‘equ ipm ent are im m ense and the co st is trem endous, becau se all o f  it is ex p en 
sive stuff. Then there is the question  o f am m unition . W e  are getffn g  som e
th in g  like 4 000 tons s m on th , as w ell as a larsre n um ber o f  air b om bs in addition.

I  w ould in this conn ection  stress that E n glan d  is in this w ay giving Tndia 
th e  enuivalent o f lease-1 end on a term ^ndous sca le , the cost o f  w hich  can not 
easilv  be evaluated, w ithout aM-achim? n" v  lease-fond ob liga tion s ; w hereas In d ia  
■gives nothincr in t*ie w av o f r^eirvocal m'd to  H is M a ie s ty ’s  G overn m en t, as In d ia  
does to the U n ited  States G overnm ent. Tndia charges In fu ll fo r  everyth ing
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su p p lied  to H js  M a jesty 's  G overn m en t, even ior the use o f Indian  forces w ho 
are fighting for In d ia 's  d efen ce beyon d  Indian  frontiers— apd that is the proper 
p la ce  for real defensive fighting. A n d y et, Sir, we rece ive  perpetual com pla in ts 
o f an unfavourable se ttlem en t! I  su bm it that further co m m en t is superfluous.

T h e secon d  m ain  top ic  that has been raised, possib ly  in evitab ly , by  m any  
speakers is that o f in flation . This su b je ct has already been discussed so  o ften  
an d  so fu lly  that it is a little  d ifficult to  know  w hat to say if repetition  is to  be 
avo ided . 1 w ould, how ever, stress again the suprem e im portan ce, in  prom oting  
and  precip itating  inflationary conditions, o f the ruthless and selfish  exploitation  
o f  an over-credu lou s psychology  by unscrupulous and anti-social e lem ents o f the 
com m u n ity  w ho seize the slightest opportu n ity  or excu se to  m ake huge profits 
for  th em selves w ith ou t regard to  the sufferings o f their fe llow -cou n trym en . T he 
h istory  o f the past year speaks for itself and indicates the suprem e need  for tho 
g rea test and w idest possible m easure o f  co -op era tion  in the various m easures, 
h ow ever drastic, w hich  G overnm ent take lor dealing w ith  th em . Sectiona l 
interests can n ot be allow ed to  dem and and secure a specia l favoured  position  
a t the expense o f the rest o f the com m u n ity . S im ultaneously  action  to the 
farth est possib le degree on  every possible fron t is essential. O f the various 
m ethod s o f tackling inflation, taxation  and borrow ing stand pre-em inent and 
to them  I shall refer presently . As regards rationing and price control, the l ’ood  
D epartm en t has been  form ed and th ey  are active in that m ost vital sphere, the 
m ost v ital sphere o f a ll; and their difficu lties and ach ievem ents have been  the 
su b ject o f frequ en t debate and are w ell-know n. H ere  pre-em in en tly  the u n 
qualified  support o f every  right-thinking m an in the coun try  is required . T h e 
Industries and Civil Supplied D epartm ent, to w hom  tribute has deservedly  been  
paid  by  the H on ou rab le  Sir R am unni M en6n and the H on ourab le  Sir Shantidas 
Askuran, have ach ieved  and are ach ieving substantial results in the m a tter o f 
equ itable  contro l over prices and distribution  o f various com m od ities ; c lo th , 
drugs, and an ever-w iden ing circle  o f other com m od ities— all these are w ell- 
kn ow n .

I  w ould , h ow ever, poin t ou t that there are lim itations to Reliance on  controls 
in  the cond ition s o f India  for defeating  inflation , as I  po in ted  ou t in m y  B u d get 
Speech . R eferen ce  is often  m ade to th e .su cce ss  o f  the controls in the U nited 
K in gdom , from  w hich  the m oral is draw n that w e need n ot bother so m u ch  
about taxation  and borrow ing since w e can  do everyth ing by  organising; controls.
I  fee l constrained to  po in t ou t th at in th e U n it$^ . K in gdom  there is a strong 
socia l conscience and a reasonably  en lightened com m u n ity  w hich  w elcom es and 
co-opera tes in controls, and a public opin ion  w hich  is united  in dem an din g  
severe, a lm ost savage, punishm ent for  in fringem ent. T h ey  have h igh ly  orga 
nised trade and industry, w hich  gives foca l points in every  case at w hich  con tro l 
can  be applied. There is an adm inistrative staff adequate and equal to tha 
adm inistration  and en forcem en t o f any controls that m ay  b e  in troduced . A n d  
lastly , but by  no m eans least, there is w idespread and universal su pport in  th e 
savings cam paigns that are launched . W e  see there a universal refusal to 
tolerate, le t alone excuse, obstruction  or sabotage o f  any kind or in any  fo rm . 
T h ese conditions, Sir, I  subm it, should be borne in m ind w hen  com parisons are 
m ade with w hat has been done in the U n ited  K in gdom  and' ded u ction s ara 
attem pted  to be drawn therefrom . „

Special m ention  has been  m ade b y  several speakers o f the prob lem  bt 
increasing the supply o f  consum er goods. D ifferen t v iew s have been  expressed . 
B u t  I  should like to  say that G overnm ent are taking active action  in tw o  d irec
tions. F irst, im ports are being  arranged as far as possib le having  regard to  the 
severe lim itations on available sh ipping and the fa o t th at con cen tra tion  of p ro 
du ction  on  war supply  in the U n ited  K in gdom  and the U n ited  S tates renders 
increased production  o f consum er goods d ifficu lt there and exp ort lice n ce s  are 
granted on ly  on proof o f essentia lity . A rticles on w hose im port G overn m en t are 
concentratin g  are those th at are in general dem an d  not on ly  for the agricu ltural 
and industrial populations but also for the m idd le  c lasses w h o  are an equally 
important section of the community. These imports of consumer goods'
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frequ ently  criticised  by peop le  Who, I  think, forget th at In tfia ,w as far fro m  being 
se lf-su fficient in consum er goods before  the war and w ho think that we can  
p ostpon e  anti-inflationary action  until In d ia  becom es self-su fficient in the supply  
o f  con su m er goods. In  this m atter, how ever, care is taken to lim it im p ort to 
articles, first, w hich  are essentials, or at least o f im portance m  m aintaining 
health  and m ora le ; secon d ly , the production  o f  w hich  in In d  a is either n o t 
possib le  for w ant o f produ ctive  cap a city , or alternatively  ex isting  productive  
capacity  can n ot be increased im m edia te ly  to m e e t full internal civilian  dem an d
e d . ,  shortage o f  raw m aterials (steel and coa l), com p on en t parts, e tc . E x a m p les  
o f  this type o f im port are b icycles , hurricane lam ps, paper, sew ing m ach in es, 
ete. This poliey  ensures that the lim ited  quantity  o f consum er goods w hich  is 
all that can  be im ported  will n o t adversely  a ffect any Indian  industry either 
d irectly  or in d irectly . On the o th er hand, every possib le action  is being taken 
to  speed  up /the production  o f consum er goods m  India. P roduction  has been 
increased, first, by  releasing capacity  form erly  em p loyed  on  war orders; and 
secon d ly , by im prov in g  total capacity  by supplies o f additional raw  m aterials 
and coa l. As exam ples o f the first type I  w ould  m ention  w oollen  garm ents, 
m atch es and canvas rubber soled shoes. A s exam ples o f the second  category,
i .e .,  w here total capacity  o f  indigenous industries has been increased, I  w ou ld  
m en tion  a num ber o f drugs in respect o f w hich  In dia  has now  becom e .^elf- 
sufficient, and was largely depen den t on  im ports before the war. C hem icals 
required fo r  civil industries such a6 potassium  ch lorate , ch lorine, ca lciu m  ch lo 
ride, m agnesium  su lphate, sod ium  th iosulphate, sod ium  hyposulphate, e tc .—  
In dia  is now  self-su fficient in all these ch em ica ls . She has also largely increased 
her production  o f sulphuric acid , soda  ash and cau stic soda. A s regards co tton  
cloth , the H ou se  is aware that production  has been increased by  the provision  
o f  m ore am ple raw m aterials, by rationalisation, bv increased su pp ly  o f m ill 
stores and so on as also the w orking o f double sh ifts. As regards paper, w e 
had a considerable m easure o f success and increased production  by 10.000 tons 
per year until the coal d ifficu lty set the c lock  back  and reduced  active production  
to  be low  the previous figure. B u t the extra productive capacity  is there and 
w hen  these difficu lties, w hich  w e believe are tem porary , disappear, the increased 
outturn  can be a t on ce  obta in ed . T hen , G overn m en t have taken further action  
in resp ect o f  a? num ber o f item s w hich  h ave n ot y et borne fruit bu t w hich  are 
ex p ected  tf> bear fru it in the near fu ture. I  w ould m en tion , for exam ple, soap, 
m atch es , household* utensils in considerable quantities, glassw are, steel for  
agricultural im plem en ts, um brellas and b icy cles . T h at, Sir, I  think the H ou se  
w ill agree, represents a considerable m easure o f a ch ievem en t in this a ll-im 
portan t sphere o f m eetin g  the dem and for consum er goods as an anti-inflationary 
m easure.

I  n ow  com e  to  th e question  o f  taxation . B e fore  I deal with questions o f  
general p o licy  I  w ou ld  like first to refer to a few  points th at have been m a d e jin  
resp ect o f  sp ecific  proposals. T h e H ou se  listened very  atten tively  to the forcefu l 
sp eech  m ade b y  the H on ourab le  Sir Shantidas Askuran regarding the e ffect o f  
the in com e-ta x  and excess profits tax  proposals. H is first poin t w as w ith  
reference to  the increase o f one anna in the rate o f  com p a n y  super-tax the o b je c l  
o f  jvhich , as he correctly  suggested , is the lim itation  o f  d iv idends. H e  w en t on  
to  suggest th at this constituted  a hardship in the case o f  shareholders in lim ited  
com panies as com pared  w ith individuals carrying on business, for there w ould be 
n o  corresponding restriction  on  the latter persons as to  the am ou n t o f  profits 
th at th ey  cou ld  choose  to  spend. T h e position  is not, how ever, as feared, for 
the individual w h o m akes excess profits w ill, in general, be liable to  h 'gh er 
rates o f  in com e-ta x  and super-tax  than those applicable to com panies. S o  m u ch  
is th is the case th at it  has been  found necessary  in the case o f  assessees other 
than com panies to  reduce the proportion  o f their excess profits that is to b e  
deop  si ted w ith  the G overn m en t under section  10 o f the F in an ce  A ct, 1942.

A nother class o f  assessee w ho w as m en tion ed  is the person w hose profits 
*nring the w ar years are less tyan  his standard profits, a class referred to as sub-
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standard assessees. I t  is, o f cou rse , a fa ct {h a t the assessee w ho m akes 110 
excess profits w ill n ot be entitled  to  share in the refunds th at w ill after the war 
be due to e x c e ls  profits taxpayers, bu t n o  G overn m en t has ever, so far, proceeded  
in  taxation  m atters on  the basis that sub-standard assessees should  be subsidized 
o u t o f  the proceeds o f  the taxation  paid b y  their m ore fortunate or m ore efficient 
fe llow s. In  60 far as such  business m en  after paying current rates o f  tax have 
a n et in com e o£ less than accrued  to th em  before the war th ey  are in the sam e 
position  as a large num ber o f other assessees.

O n the general question  as to the h eavy  burden  o f the taxation* and deposit 
pa ym en ts im posed  by  the F inance B ill and its deterrent e ffect upon business 
activ ity , I  m ay  rem ind the H ou se  that the p osition  o f  the excess profits taxpayer 
is n ot nearly  so bad as it is o ften  represented to be. In  the first p lace , the 
com p u lsory  deposit is in fa c t  and in in tention  a com pu lsory  reserve w hich  w ill be 
availab le to the depositor soon after the war is o v e r ; in the second  placet even  
the excess profits tax  paid is n ot w holly  lost, for  1 / 10th of it is also refundab le  
after  the end o f  the w ar; and in the third p lace , the com parisons th at are o ften  
m ade betw eer / total business profits and standard profits fail to  take cogn izance  
o f  tw o im portan t factors, the first, th at in a n u m ber o f cases standard profits 
allow ed under section  26(2) o f the E x cess  P rofits T ax A c t  very  ■ considerably  
exceed  the actual profits o f the im m ediately  pre-w ar years and the secon d  that, 
in the m ajority  o f cases, the standard profits are very  considerably  increased by  
the allow ance for increased cap ita l.

The H on ourab le  M r. Parker asked  for  an assurance w hich  I  have no d ifficu lty  
w hatsoever in giving. T he assurance asked for was, th at G overn m en t will w atch  
the adm inistration  and operation  o f the new legislation and should  any d efects  
com e  to light during the year, steps will be taken to  rem edy  them . I  can  give 
th at assurance on  b.ehalf o f G overn m en t and I  can assure H on ourab le  M em bers 
that if urgent action  is fou n d  to be ca lled  for, urgent action  will be taken.

I  com e now  to som e o f the points that w ere raised in respect o f our central 
excise  proposals. I w ould  like in the first p lace  to assure the H on ourab le  Sir 
D av id  D evadoss th at there is no real fou ndation  for apprehension  that the new  
excises m ay be operated  in such a m anner as to cause in con ven ience to growers.. 
As stated by t*he H on ourab le  the F inance M em ber in his reply  to the general 
debate on  the F in an ce B ill, G overn m en t are fu lly  m in dfu l o f the im portance 
o f tea and coffee in In d ia 's  agricultural e co n o m y ; and even  from  the Standpoint 
o f revenue considerations alone they w ould alw ays take care that the production  
of excisable goods is in no w ay ham pered or d iscouraged. T he E x cise  A d m i
nistration itself is fu lly  alive to the necessity  for securing the goodw ill and w h o le 
hearted co-operation  of producers o f all kinds and w ill, in its ow n in terests, do  
all that it can to  facilitate 'the operations o f all classes o f producers. T he 
Standing Orders en join  that all officers should show  every p oss ib le ' co n s i
deration to the producers and traders, large and sm all/fcw ith w h om  th ey  have 
official dealings, and supervising officers can be trusted to see that these orders 
are fa ith fu lly  observed . M oreover, the excise adm inistration  in respect o f  tea 
and coffee will be con du cted  in close co-operation  w ith  the M arket E xpan sion  
Boards. T ea , like other factory  products, w ill be chargeable w ith du ty  on  e m e r 
gence from  the factory . B u t coffee  will not be taxed unless it is m a rk eted ; and, 
since all sales o f  coffee are controlled  by  the In d ian  Coffee B oard , there w ill be 
no scope for harassm ent o f sm all producers on  the part o f  subordinate officials.

W ith  regard to sm all producers o f betel nuts, th at portion  o f  the crop w hich  
is grown on  sm all holdings will for the greater part be in tended  for  personal 
con su m ption  o f the grower and his h ousehold , and the excise staff w ill b e  c o n 
cerned on ly  w ith the balance w hich  is m arketed. As w ith  o th er  u nm an ufactured  
excisable products, betel nuts will b ecom e liable to  du ty  as soon  as th ey  are 
ready  for sa le ; bu t both  on grounds o f adm inistrative con ven ien ce  and in order 
as far as possible to ensure th at the tax is n o t borne by  the grow er, th ereby  
possibly discouraging production , the lev y  o f th e du ty  w ill ordinarily  be  post* 
poned antil the nuts are abou t to  enter the distribution  m arkets.
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A s regards tob acco , it is true that the rate o f duty  on  certa in  kinds o f  coun try  
to b a cco  has been trebled , w hereas the other rates in the schedule have at the 
m o6t been dou bled . T h e reason lor  this is that the retail prices o f  these varieties 
have been  fou nd  to be such  that the old rate o f 1 anna a ib. was d isproportionately  
low , and eveu  the new rate o f 3 annas a 11*. w ill be extrem ely  m od est by c o m 
parison. F or  exam ple, it will be racailcd  that an H on ourab le  M em ber o f  this 
H ou se  stated during the debabe on  the T ob a cco  (E x cise  D u ty) B ill last year 
th at certain  form s o f hookah tob acco  are sold  at as m u ch  as l is . tO a seer. 
E xp erien ce  during the past year has show n that hookah tobacco  p iod u cts  are 
frequently  sold for  Us. 2 -8 -0  per lb ., and that certain  form s o f chew ing  tob acco  
are sold  for no less than R s . 110 per lb . C om pared w ith  these figures, thfe 
in cidence  o f  the du ty  is ex trem ely  low  T he consum er o f the cheaper hookah 
tob a cco  products w ill m oreover be p rotected  b y  the facts , first, that they  contain  
on ly  a com parative ly  sm all proportion  o f tob a cco  (and it is on ly  the actual tob a cco  
con ten t w hich  is*taxed; and, secon d ly , that they are Jargely m anu factu red  from  
to b a cco  w hich  w ill fall for assessm ent under item  9(1 ) (4), that is to say, at the 
rate o f  1 anna a lb. as h itherto.

T w o H on ourab le  M em bers referred to the in cidence o f this tax on  the in d iv i
dual and in doing  so quoted  from  a n ew spaper accou n t w hich , I  fear, m isre- 
ported  w hat the H on ourab le  the F in an ce M em ber said on  the su b ject. H e  
d id  n ot way that the in cidence o f the tob acco  tax am ounted  to  1 anna per head 
per m on th . W h a t he actu ally  said was that taken over the popu lation  the in ci
den ce  o f  the tax on  tea and coffee w ill am oun t to  on ly  one anna per head per 
annum  and that, even if w e suppose that on ly  one person in ten  consum es these 
beverages in this cou n try , the in cidence w ill still be less than 1 anna per head 
per m onth . H e  explained that the position  is m u ch  the sam e w ith betel n u ts; 
that, taking the population  as a w hole, the in cidence o f the tax is on ly  1 anna 
per head per an n u m ; and that even  assum ing that on ly  one person in four 
con su m es betel n u js , the in cidence on each  consum er w ill be on ly  4 annas a year. 
H e  did n ot refer to the per capita in cidence o f the tob a cco  excise bu t explained 
that, considered  in relation to retail prices, the new  rates o f du ty  on  tob a cco  
are in no w ay excessive and are in som e cases insignificant. On the consum er 
also the incttfence w ill be slight. Taking the figures o f  average con su m ption  
given  in tiie T o b a cco  M arketing R eport, the fhcidence o f  the new  rates on  hookah 
and chew in g  tob accos w ill be less than 8 annas per head per annum .

T h e H o n o u ra b le  R ai B ah adu r S R I N A R A IN  M A H T H A  (B ih a r : N on-
M u h am m ad an ): While'* the H on ourab le  M em ber is on  this su b ject o f tob acco ,
m ay  I ask ju st one qu estion ?  W h ile  G overnm ent have chosen  to raise the 
in cidence o f the tax on  cigarette tob a cco  to on ly  R s. 2-4 -0 , w hy have they 
d ecided  to  raise the tax on hookah tob acco , w hich  is actual tob acco , to Rb. 3-4 -0?

The H o n o u ra b le  Hfb. C. E . J O N E S : I  have ju st explained that, S ir; and 
I  suggest that the H onourab le  M em ber reads m y ' speech  w hen it is published.

M y  tim e is nearly gone and I  shall be very  brief in dealing w ith the general 
question  o f  taxation . T he m ain  them e o f  this year 's  budget is a concentrated  
attack on  the financial side on inflation in the present and a forward policy  in 
preparation  for  a serious national d evelop m en t drive in the future, as soon as 
CQnditions perm it. I t  is universally  adm itted  b y  experts in pu blic finance and 
econ om ics that taxation is the m ost effective  form  o f  anti-inflationary action . I t  
is more effective than borrow ing, because it reaches dow n to  a level w hich  a 
savii jis drive can not reach. T he argum ent that the low  incidence o f  this taxation 
deprives these m easures o f  their anti-inflationary value is, I  m u st su b 
m it, unsound and untenable. In  dealing w ith inflation every  possible 
front has to be attacked and it is the cum ulative  e ffect o f  individual m easures, 
«a oh  o f w hich  m ay be sm all in itself, w hich tells in the sum  total. These 23J 
crores o f new  taxation  give the m axim u m  anti-inflationary value because every 
b it o f  it will be m on ey  w hich  will otherw ise d irectly  press on prices and it  is w orth  
far taore than m any tim es that am ount o f  in vestm ent o f  bank m on ey . The 
m easures taken by G overn m en t have to  be regarded as a w hole and it w ould be
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ia tu l to w hittle th em  dow n or pure off individual proposals on  the ground th at
individually th ey  happen, to be sm all. A s 1 have said, it is the total e ffect w h ich
tells , Still m ore, Sir, do  these considerations apply  to the bu ild ing up o f  our
finances for  post-w ar reconstruction . This aspect 1 dw elt on  at length  in  m y
B u d g et Sp eech  and I  w ould  like H on ourab le  M em bers to read that portion  o f
the sp eech  again. W e  can not dream  o f  vast social services in  this coun try  in
future, w ithout realistically  facing  the prob lem  o f their recurring cost, running
m ay be into hundreds o f crores, w hich w ill constitute on  annual charge on  the
cu iren t revenues o f the country . W e do n ot so lve  this p rob lem  by  saying that
we can  borrow  an am oun t equivalent to one y e a r ’s recurring expenditure and
calling it working capital. B orrow ing, or  providing by in flation , R s . 500 crores
does not ullow y ou  to m eet a recurring charge o f R s. 500 crores per annun*.
W ith  in com e-tax  assessees in this country in a proportion  to the total popu la tion

•of the coun try  o f 1 in 1,000, a financial structure com m ensurate w ith  peop les
hopes and expectations for the future w hich  was lim ited  to  d irect taxation  w ould
be about as stable as a pyram id standing on its apex. G ranted the need for
indirect taxation for  dealing w ith the present and fo r  building up for the future,
I  subm it, Sir, that the B u dget proposals are as fair and as reasonable as could
be devised . Som e H on ourab le  M em bers seem  to agree with this but oppose
the proposals because no reconstruction  plan is yet> ready. That m ay be true,
Sir, but is it not wise to prepare in advance? As I  have already m en tioned , the
first one or tw o post-w ar years are bound to be years o f heavy defic it when, the
additional revenue from  these m easures and our balances will h elp  us to carry
through. B u t, though no plan is yet ready, the G overnm ent are by no m eans
idle. T hey  are actively  going ahead w ith real planning. P lanning' is n o t
m erely the form ulation  in general term s o f a target. T hat is easy. P lanning
involves drudgery, getting down to detail, co llectin g  m aterial, and this all takes
tune. Considerable progress has been m ade in the co llection  of data and
m aterial which will be required for the form ulation  o f plans and w ithout w hich
it would be im possible to think ahead. Jn a, num ber o f cases prelim inary
enquiries have been m ade either by officers or special C om m ittees set up fo r
the purpose, and their recom m endations and proposals are under consideration.
R eports on the D evelopm en t of R oads, R oad  Transport, Civil A viation  and
E ducation  have already been published, and a perusal o f these w ill indicate the
m agnitude o f the problem s to be dealt w ith. R eports on  Agricu lture, Forestry
and Fisheries will be ready shortly and, when the H ealth  Service and D ev e lop 
m en t C om m ittee ''presided over by Sir Joseph  B hore has finished its labours, a
com prehensive report on the post-w ar developm en t o f Pu blic H ea lth  w ill be
available as a basis for future planning. W ith  a view  to furnishing an idea to
the general public o f w hat is being done a full and detailed progress report on
R econstruction  Planning will be issued shortly and m ade available for sale. In
addition, a brief pam phlet sunflnarising the progress m ade will also be published
for the benefit o f those w ho do not wish, or cannot find the tim e, to read the
fu ller and m ore detailed report. Special D evelop m en t Officers are being ap poin t
ed in the various D epartm ents concerned to prepare these detailed plans in
consultation  with P rovin ces and States, com m ercial interests, etc. T h ey  w ill
tour the P rovinces and States arm ed with a directive from  the Centre and w ill
co-ordinate the planning over the country as a w hole. In  this w ay the G overn 
m ent hope to accelerate progress. # I  can assure the H ou se that the G overn m en t
o f Indin are serious about the im portance o f reconstruction  planning and the
necessity  for speeding it up. I  w ould refer those w ho too easily and unthinkingly
condem n G overnm ent for dilatoriness in introducing a com p lete ly  m atured plan
to the authors o f the “ B om b a y  P la n ”  w ho recognise that the 15 years o f  their
“ p la n ”  covers on ly  the execution  o f  the plan and does not include the tim e
reouired for the necessary preparatory w ork, w hich  they estim ate nt about three
to five years.

T h e H on o u ra b le  M r . H O SSA T N  I M A M : T oday is F riday, Sir, and if the
H on ourab le  M em ber has n lon e  speech to m ake the H ou se  can adjourn now

Tht: H onourable the P R E S ID E N T  I  onnnot interrupt, h im . Tf you have
fo llow ed  his speech  yon can see that he is going to  fynsh shortly. -



T jbe H onourable M b . C. E .-J O N E S : I  shall take less than  five m inu tes n ow .
T h e G overn m en t are taking p ost-w ar recon stru ction  seriously, bu t I  w ould

.ask  H on ourab le  M e m b e rs : A re they serious, w ho op pose  Jhese financial p rop o 
sals w hich  G overm en t have brought forw ard as financial preparation  for  post-w ar
d e v e lo p m e n t?  I  w ould  ask the sam e question  w ith  the em phasis shifted from
the second w ord to the firs t : Are they  really  serious? I f  they are, and the

•country is, serious over post-w ar d ev e lop m en t on the scale w hich  is under d is
cussion  in the coun try  at the present tim e, the country  m u st recognise that the

' period  o f heavy  G overnm ent expenditure lies ahead rather than behind us and
it is as certain as anyth ing can  be that India  w ill have le ft  behind for ever the
regim e o f low  taxation . I t  is then surely high tim e, as m y  H on ourable friend
Sir R am u nn i M enon  pointed out, to  start build ing up a system  o f public finance
wTiich is broad-based, capable o f expan sion  as conditions perm it and need arises,
and so enable the desired developm en t to be em barked upon. The proposals in
tho B ill, Sir, contribute m aterially  to that end and at the sam e tim e w ill m ake

.a valuable and substantial contribution  tow ards the solution o f our present
inflationary difficulties. I ,  therefore, subm it, Sir, th at on  the broadest financial

.grounds aione the proposals are absolutely  defensible and in that spirit, and for
the reasons that I  have given , I com m en d this M otion  to  the H ou se for its

• acceptance . (Applause.)
T hi-: H o n o u ra b le  th e  P R E S ID E N T : M otion  m a d e :— '

‘ ‘That the Bill to give effect to the financial proposals of th* Central Government for
the year beginning on the 1st day of April. 1944, in the form recommended by the Governor

‘General, be taken into consideration.”
Question p u t : the Council d iv id e d :

A YES—27.
Ayers, Mr. C. W . Khurshid Ali Khan. Hon. Nawabzada.
Ranerjee. Hon. M l. R. N.
Charanjit Singh, Hon. Raja.
Chinoy, Hon. Sir Rahimtoola.
Commander-in-phief, His Excellency the.
Gonran-Smith, Hon. Mr. E.
Das, Hon. Mr. M. L.
Das, Hon. Rai Bahadur Satyendra Kumar.
Devadora, Hon. Sir* David.

‘ Greenfield, Hon. Mr. H.
'Ghosal, Hon. Sir Josna.
Hissamuddin Bahadur, Hon. Lt.-Col. Sir.

-Jogendra
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Lai, Hon. Mr. Shavax A.
Mahomed Usman, Hon. Sir.
Menon. Hon. Sir Ramunni. .
Muhammad Hussain. Hon. Khan Bahadur

Mian Ali Baksh.
Mukherjee, Hon. Sir Satya Charan.
Noon. Hon. Sir F iro/ Khan.
Parker, Hon. Mr. R. II.
Patro, Hon. Sir A. P.
Pillai, Hon. Mr. 'N. R.
Roy, Hon. S ir Satyendra Nath.
Sen, Hon. Mr. B. R.
Sobha Singh, Hon. Sardar Bahadur.Jones, Hrn. Mr. C. E.

NOES— 13.
Ayyangar, Hon. Sir Crbpalaswami.
Das. Hon. Mr. N. K.
Hossain Imam, Hon. Mr.
Kalikar, Hon. Mr. V . V .
Kunzru, Hon. Pandit Hirday Nath.
Mahtha, Hon. Rai Bahadur Sri Narain.
Muhammad Husain, Hon. H aji Syed.

The M otion  w as adopted.
T be  Council then adjourned for  L u nch  till a Quarter P ast Three o f the C lock.

Padshah Sahib Bahadur. Hon. Saiyed
Mohamed.

Ram Saran Dai, Hon. Rai Bahadur Tfcla.
Ray Chaudhury, Hon. K. Kumarsankar.
R?zai Kariin, Hon. Moulvi A. Z. M.
Roy Chowdhury, Hon. Mr. Sunil Kumar.
Sinha, Hon. Kumar Nripendra Narayan.

T he Council re-asseftibled after L u n ch  at a Quarter P ast Three o f thg C lock ,
tbe H on ourab le  the P resident in the Chair.

T h e H onoutiable th e  P R E S I D E N T : W e  will now  proceed w ith tb e  Second
R eading

Clauses 8 to  8  w ere added to the B ill.
T he F irst Schedule, Parts I  and I I ,  w ere added to  the B il'
T he Secon d  Schedule, Parts I  and I I ,  were added to the B ill.
C lause 1  w as added to  the B ill.

The T itle  and P ream ble  w ere added to the B ill.
The HoNonnABLE M r. C. E . J O N E S : Sir, I  m o v e : —

“ That the Bill, in the form recommended by the Governor General, be passed.”
T he M otion  w as adopted.
T he Council then adjourned till E leven  o f the C lock  on t T uesday, the 4 th

A pril, 1944.




