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COUNCIL OF STATE.
Tuesday  ̂28th March, 1939.

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

MEMBER SWORN ;
The Honourable Mr. Gurunath Venkatesh Bewoor (Nominated Official).

QUESTIONS AND ANSWERS.

T h l b g r a p h  T a s k  W o e k  M e s s b n o b b s .

209. T h e  H o n o u b a b l b  M b . P. N. SAPRU : Will Government state
whether they have received any representation from the All-India Telegraph
Workmen’s Union Conference in regard to certain grievances of the task work
telegraph messengers ? If so, what action do they propose to take on it ?

T h e  H o n o u r a b l e  M b . A. D. GORWALA: A copy of the resolutions
’ at the Conference was received. No action was taken on them as the

Jnion is not a recognised one.

T e l e g b a p h  T a s k  W o b x  M e s s e n o e b s .

210. T h e  H on o xtb ab le  Mb . P. N. SAPRU : (a) Are the task work
telegraph messengers required to work in the night as well as in the day ? 
Are they not given the same facilities of casual and privilege leave as are
enjoyed by postmen ?

(6) Is their position in regard to pension different from that of
postmen ? If so, in what respect ?

T he H o n o u b a b l b  M b . A. D. GORWALA : (a) The reply to the first part
is in the aflftrmative. As regards the second part, task work messengers are
given the same facilities for casual leave as postmen. Task work messengers
recruited before 16th July, 1931 get privilege leave on the same basis as
postmen, but task work messengers recruited on and after that date are granted
leave corresponding to privilege leave in accordance with the new leave rules.

(6) Yes. Task work messengers rank for pension as inferior servants, and
postmen as superior servants.

T e l b g b a f h  T a s k  W o b k  M b sse n o e b s .

211. T h e  H o n o u b a b l b  M b . P. N. SAPRU : Are the posts of tel^aph
peon jamadars, office jamadars and telegraph delivery inspectors open to task
work messengers ? If so, will Government state the number of task work
messengers who are acting as telegraph peon jamadars, office jamadars and
tdegraph delivery inspectors ?
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T h e  H o n o u b a b l b  Mr. A. D. GORWALA: On the undorstanding that 
the term “ telegraph delivery inspectors ** used by the Honourable Member 
refers to Inspectors of Peons in Telegraph Offices, the answer to the first part 
of the question is in the affirmative. The information asked for in the second 
part is not available and its collection would involve an undue expenditure of 
time and labour.

H o u d a y s  e n j o y b d  b y  t h e  P osts a n d  T el e g r a p h s  D e p a r t m e n t .

212. T h e  HoNOURAfeLB M r . P. N. SAPRU : Is the telegre^ branch of 
the Posts and Telegraph t̂ £)epartment also given bank hoUdays ? If not» 
why not?

T h e  H o n o u r a b l e  M r , A. D. GORWALA: Departmental Telegraph 
Offices and the telegraph branch of the Combined Post and Telegraph Offices 
enjoy in addition to Sundays four holidays in the year, namely, New Year's 
Day, Good Friday, King Emperor’s Birthday and Christmas Day. In the 
interests of pubUc convenience, other bank holidays are not granted. The 
question of increasing the number of telegraph holidays by two is, however, at 
present under the consideration of Government.

T e l b q r a p h  T a s k  W o r k  M e s s b n g b r s .

213. T h e  H o n o u r a b i .e  Mr, P. N. SAPRU : Are there any quarters 
constructed for ta&k work telegraph messengers and other members of the 
staff belonging to this grade ? What is the house allowance given to task 
work telegraph messengers ? Are Government aware that this allowance 
is insufficient in certain areas ? Are boy peons given any house allowance ? 
If not, why not ?

T h e  H o n o u r a b l e  M r . A. D. GORWALA : The reply to the first part of 
the question is in the negative. I may, however, add that when there are quar
ters for inferior servants some, if available, are allotted to task work telegraph 
messengers.

As to the second part of the question, task tvork messengers are granted 
houserent allowances in certain places only at rates varying from Es. 8-8-0 to 
Rb. 1-8-0 per mensem.

The reply to the third and fourth parts of the question is in the negative.
As to the fifth part, boy peons are reoniited between the ages of 14 înd 16 

and are expected to live with their parents or guardians.

T e u q r a p h  T a b s  W o r k  M b s s x n g b r s .

Sil4. T h e  H o n o u r a b l e  M r . P. N. SAPRU : Are any waterpr^f oooeta 
luid turban covers to protect task work telegraph messengers from rain given 
to them by Government ? If not, do Government propose to consider the 
advisability of supplying them with waterproof coats and turban covers I 
Are Government aware of the hardship caused to task work messengers in 
Srinagar and Quetta for not granting waterproof coats and turban covers ?

T h e  H o n o u r a b l e  M r . A. D. GORWALA : Waterprorf capm and hoods 
are supplied to task work messengers at places where the rainfall is heavy and 
the use of such protection is <̂ on̂ idered necessary. Government are not aware 
that any hardship is caused to task work messengers in Srinagar and Quetta l̂ y 
the npn-supply of waterproof clothing. The amount of raiz^all in these places 
is comparatively small.
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T b l e o b a p h  T a s k  W o b k  M k s s k n o b b s .

215. T h e  H o n o u k a b l b  Me. P. N. SAPRU : Are any winter unifomiB 
(coats and pyjamas) supplied to telegraph task work messengers and boy 
peons and other members of the staff belonging to the cadre of telegraph 
task work messengers ? If not, do Goverrmient propose to consider the 
advisability of supplying them with winter uniforms ?

T h e  H on oitbable  M b . A. D. GORWALA : Ordinarily winter uniforms 
are supplied to telegraph messengers and boy peons at places where the winter 
is severe and prolonged and woollen jersies are issued at places where the climate 
is moderately cold during certain months.

T b l b o b a p h  P b o n  T a s k  W o b k  M b s s b n o b b s .

210. T h e  H o n o u b a b l e  M b . P. N. SAPRU : What proportion of the 
telegraph peon task work messengers is appointed as lower division clerks ? 
Do Government propose to consider the desirability of reserving a certain 
number of vacancies for them ?

T h e  H o n o u b a b l e  M b . A. D. GORWALA : The lower division of clerks 
was abolished in 1935.

Presumably the Honourable Member is referring to posts of clerks in the 
second grade. Recruitment to that grade is by means of a competitive exami
nation and 60 per cent, of the vacancies are reserved for departmental candidates 
of all classes below the rank of clerk on the condition that they obtain the mini
mum qualifying marks.

Sc a l e  of  Pa y  g b a n t e d  to T e l e g b a p h  B o y  Pe o n s .

217. T h e  H o n o u b a b l e  Mb. P. N. SAPRU : Have Government received 
any representation in regard to the scale of pay granted to boy peons of the 
Telegraph Department ? If so, do they propose to take any action on it ?

T h e  H o n o u b a b l e  M b . A. D. GORWALA; No. The second part does 
not arise.

C o m pen sat io n  g iv e n  to T e l e g b a p h  Peon s  in j u b e d  o b  K il l e d  o n  D u t y ,

218. T h e  H o n o u b a b l e  M b . P. N. SAPRU: Is there any system of
S'ving compensation in the case of a peon who dies or is hurt while on duty ?

‘ not, do Government piropose to consider the desirability of instituting 
fluch a system ?

T h e  H o n o u b a b l e  M b . A. D. GORWALA : It is not clear to what parti
cular class of employees the Honourable Member refers as “ peons Certain 
classes of Posts and Telegraphs employees are eligible for compensation under 
the Workmen’s Compensation Act, 1923, and in the event of death or injury 
while on duty, all are eligible for extraordinary pension or fatuity, provided 
the conditions regulating the grant of such pension or gratuity under the Civil 
Service Regulations are satisfied.

T e l e g b a p h  T a s k  W o b k  M b s s e n g e b s .

219. T h e  H o n o u b a b l e  Mb. P. N. SAPRU : Is there any houriy over
time allowance for tei^raph task work messengers ? If not, why not ?

a 2
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The H o n o u b a b l i  Mb. A. D. QORWALA : No. Task work messengers 
receive a fee for each meseage which they deliver.

R b d u o t io n  i n  p a t  o p  B m sT iK S  a n d  S w b e p b e s  a t t a o h b d  t o  t h e  C e n t r a l  
T e l e g r a p h  O f h o b s  a t  L a h o r e  a n d  A m b it s a b .

220. T h e  H o n o u b a b l b  M b . P. N. 6APBU : H a s  the pay of bhistie* 
and sweepers attached to the central telegraph offices at Lahore and 
Amritsar been reduced from Bs. 19 to Bs. 13 per mensem ? Will Govern
ment state the reasons therefor ?

T h e  H o n o u r a b l e  Me. A. D. GORWALA : It is a fact that the pay of 
bhisties and sweepers attached to the Central Telegraph Office at Lahore was 
reduced. At Amritsar the pay of the bhisti was reduced but the pay of the 
sweeper was raised. The figures, however, are not as given by the Honourable 
Member. The policy of Government is to allow to the menials paid from con
tingent grants, rates of pay not higher than those allowed by the Provincial or 
Local Government to similar inferior servants employed by them at the same 
station.

N u m b e r  o f  T e l e o b a p h  B o y  P e o n s  a p p o i n t e d  a s  T e l e g b a p h  T a s k  W o b k
M e s s e n g e r s .

2 21 . T h e  H o n o u r a b l e  M b . P. N . SAPRU : What is the number o f  
boy peons who have been appointed as task work telegraph messengers Axe 
there any vacancies reserv^ for them ? If not, do Government p r o p o $  
t o  consider the advisability of reserving some vacancies for them ?

T h e  H o n o u r a b l e  M r . A. 1). GORWALA : The information asked for in 
the first part of the que8tion is not available and cannot be collected without 
an undue expenditure of time and labour.

The reply to the second part, of the question is in the negative. I may 
add, however, that in recruiting inferior servants, preference is given to suit
ably qualified “ boy peons

Government are unable to accej't the suggestion put forward in the last 
part of the question.

S y s t e m  o f  P r o v id e n t  F u n d  f o r  t h e  I n f e r io r  P e n s io n a b l e  S t a f f  o f  T e l e 
g r a p h  O f f ic e s .

222 . T h e  H o n o u r a b l e  M b . P. N. SAPRU : Is there any system of pro
vident fund for the inferior staff of the telegraph office ? I f not, do Govern
ment propose to consider the institution of such a scheme ?

T h e  H o n o u r a b l e  M r . A. D. GORWALA : No. The inferior pensionable 
staff of the (Jovernment of India has not been admitted to the benefits of the 
General Provident Fund and Government see no justification for making an 
exception in the case of the inferior pensionable staff of the telegraph offices.

776’ COUNCIL OF STATB. [20TH M ar. IQS9.

DEATH OF KHAN BAHADUR SYED ABDUL HAFEEZ AND Si b
ERNEST MILLER.

T h e  H o n o u b a b l e  t h e  PRESIDENT : Honourable Members, I have to 
convey to you the sad news of the demise of two of our ex-Members. ProbaWy



you are aware that Khan Bahadur Syed Abdul Hafeez was for several years a 
Member of this House in the third Council of State and he continued to be a 
Member till the 26th October, 1936. He was a quiet affable man and, though 
he did not take much part in the proceedings of this House, he always lent bis 
moral support, to the Party to which he belonged. We aU regret this deai;h.

You must have all read in the newspapers of the sad and untimely death 
o f one of our distinguished and esteemed coUeagues, Sir Ernest Miller. He 
was for many years a Member of this Council, and before he came here he waa 
engaged in manifold activities in Bombay and elsewhere. He was a Member 
o f the Bombay Legislative Council for some time and was on the Committee 
o f the Simon (^mmission which was asked to submit a simultaneous report on 
reforms. Further, he was a Member of the Indian Franchise Committee and 
as such rendered very valuable assistance to that Committee. He was con
nected with many important bodies. He was President of the Indian Roads 
and Transport Development Association. He was Chairman of the Bombay 
Chamber of Commerce in 1931. For many years he was connected with the 
Bombay Chamber of Commerce on several committees. He was also, as I have 
said before, a prominent Member of the Legislative Council of Bombay. His 
work in the Council of State was most significant. He was an active and 
enthusiastic worker and he took part vigorously and earnestly in the delibera
tions of this House. He always spoke with great reserve and dignity, and even 
to his opponents, he never ruffled them by a harsh word or by using any strong 
language. During the time he was a Member here, he was liked and admired 
by all the people in this House. Wo always looked upon him with affectionate 
legard. We are all exceedingly scary for his untimely death. I may say that 
after he had left us and retired, he joined some important business houses in 
London, where the gap caused by his death will be difficult to fill.

9TAI7DINO COMMITTBB FOB THE BEPAETMENT OF COMMUNICATIONS, 771

STANDING COMMITTEE FOR THE DEPARTMENT OF COMMUNI
CATIONS

T h e  H o n o u b a b l e  Mb . A. D. GORWALA (Nominated Official): Sir, 
I  move :

** That this Council do proceed to elect, in such manner €us the Honourable the Preci- 
dent may direct, three non-official Members to serve on a Standing Committee to advise 
on subjects, other than ‘ Roads,* deeJt with in the Department of Communications, viz,. 
Broadcasting, Civil Aviaition, Meteorology, Major Ports and Posts and Telegraphs,, during 
4he financial year 1939-40.**

Sir, as this is the first occasion since the creation of the Department of 
Communications that this Honourable House is being asked to elect Members 
to serve on a Standing Committee to advise on all the subjects dealt with in the 
Department of Communications except “ Roads I think it is fitting that the 
position should be briefly explained. This Honourable House is aware that 
the late Department of Industries and Labour had three Advisory Committees 
attached to it, a Standing Committee to advise on Roads, another on Posts 
tod Telegraphs and a third on the other subjects under the control of that 
Department. On the bifurcation of the Industries and Labour Department, 
the two Committees on “ Roads ” and “ Posts and Telegraphs continued to 
be attached to the Department of Communications. We have for some time 
felt the need of the advice of non-official Members of the Legislature on the 
problems that arise as regards the subjects besides these dealt with in the 
Department. Honourable Meml)erB are aware that only very recently a 
Motion was made for the election of Members to the StaAiding Committee for
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Roads. It has also been carefully considered whether we ought to have two 
Committees, one for Posts and Telegraphs and the other for the remaining 
Bubjeets. There exists, however, such a close connection between Posts and 
Telegraphs and some of the major subjects dealt with in the Department,

Civil Aviation and Broadcasting, that it seemed to us desirable that the 
same body should advise on problems arising from all these matters. At the 
samo time, in view of the large range of subjectB, it wa« felt that the usual 
num'oer of five non-official Members to which Advisory Committees are generally 
timit<xl, was too restricted and the number lias bi3en increased to seven 
Members three to be elected from amongst the Honourable Members of this 
fiou^e and four from another place.

Sir, I move.
The Motion was adopted.

T h e  H o n o u r a b l e  t h e  PRESIDENT: With reference to the Motio?̂ : 
which has just been adopted by the Council, I have to announce that nomina
tions to the Committee will be received by the Secretary up to 11 a .m . on the 
30th March, 1939, and the date of election, if necessary, will be announced later̂
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T h b  H o n o f b a b l b  M b . A. J . RAISMAN (Finance Secretary): Sir, I  
move;

That the Bill to fix the duty on salt manufactured in, or imported by land into» 
oertain p ^ s  of British India, to vary the incidence and rate of excise duty on kbandsari 
sugar leviable under the Sugar (Excise Duty) Act, 1934, to vary eerteun duties leviable 
xUĜ er tbe Indian Tariff Act, to fix maximum rates of post^^ under the Indiaii 
Office Act, 1898, and to fix rates of income-itax and super-tax, in the form recommended 
by the Governor Qeneral, be taken into consideration.”

Honourable Memibtfs are, I think, aware of the ciroumstanoes in which 
the Finance Bill comes to this House in a recommended form.

T h e  HQ]»ouBAB|iS 'Or. HOSSAIi^ IMAM: In a certified form.

The H o n o u b a b l e  t h e  PRESIDENT: The Honourable Member 
quite correct in stating this is a recommended Bill. It is a recommended 
Bill thmigh it may be certified.

T h e  HoNOUBABjiE Mb. A. J. RAISMAN : The Bill contains thî  pirq- 
visions necessary to raise the revenue which is required to cairy pn the bû n̂e9f  
of Qovemment in the forthcoming year, ^nd sinc  ̂ the Legislative ABaemhlŷ  
has fa^ed to pass it, the Governor General has thought fit to recommend 
to be passed by this House. I do not think I ani called upon to make a spc^o^ 
The features of the Bill are those which are familiar either as annual eniwt? 
ments or as carrying out the proposals which were explained in the B u d ^  
speech.

Sir, I move.

The H o n o u b a b l e  t h e  PRESIDENT: I would request HonpmrabL̂  
Members tK> confine thepiselves, as as possible, to the proviaioxis of the 
Bill when they are disoussing the Bill.



T h e  H o n o u r a b l e  R a i  B a h a d u r  L a l a  RAlf SABAN DAS (Punjab: 
Ifon-Muliammadw): Sir, I feel it my duty to register my strong protest 
against the method of certification of the Finance Bill.

T h e  H o n o u r a b l e  t h e  PRESIDENT : Are you speaking for yourself ?

T h e  H o n o u r a b l e  R a i  B a h a d u r  L a l a  RAM SARAN DAS: Sir, I am 
■peaking on behalf of my Party and giving its considered opinion.'

Certification was meant for an emergency measure and now it has become 
the normal feature of the Government to treat the Bill every 3̂ ear as an emer
gent measure, which means that the privilege of this House to make changes 
in the Bill is denied.

T h e  H o n o u r a b l e  t h e  PRESIDENT: It is not ignored. The law. 
does not allow it.

The Honourable Rai Bahadur Lala RAM SARAN DAS : Yes, Sir, 
the law does not permit it̂  but my view is that the framers of the law never 
meant that these emergency powers should be used from year to year. This 
is the fifth year in which this emergent power has been us^. I have already 
said on the day that we discussed the Budget that the income is under esti
m ate in the Budget and that the so-called deficit is not likely to result at aD. 
My information is that 100,000 tons of sugar from Java are already afloat 
and will soon be on the water so the argument put forward by the Honourable 
the Finance Member that the imports in the coming year will not be so heavy 
as people think has no ground to stand on. As regards the doubling of the 
import duty on foreign cotton, it has been proved here and in another place 
that it is impossible to grow long staple cotton in India of the same staple 
quality as Egyptian or fine American. The other House has amended 
certain proposals. Even the small income derived from doubling the 
import duty on raw cotton will indirectly result in a sort of a subsidy or 
bonus to piecegoods from Japan or Lancashire and is totally unjustified.

I am not ^ing into the details of the Bill. I oonstder thatactnially tbei^ 
will be no deficit and therefore the increased duties are altogether unjusti4e4 
and ought not to be levied. Therefore, Sir, on betalf (rf the Pa»rty I wish to 
state that this Party as a measure of strong protest will not take any pad?t 
in the debate, we consider that His Excellency the Viceroy has not beea 
rightly advised in accepting every proposal of the Executive. I wish to 
that if this Central Legislature is not to be reduced to a farce some considera  ̂
tion should be given to the decisions of the elected Memb^s. It is not right 
that every year the Bill should come to us in a certified form and thus pre
vent us from making any change in this Bill whatsoever.

T h e  H o n o u r a b le  Mr. RAMADAS PANTULU (Madras: Non-Muham* 
madan): Sir, I rise to oppose the Motion on behalf of the Congress Party
in this House. This Bill, like its four unfortunate predecessors, in unbroken 
succession comes to this Chamber with a certificat̂ e that its passage is essential 
for the interests of British India and with a i-ecommendation that the Counoil 
should pass it in the form annexed to the certificate. This is certainly a blade 
record for any Prance Bill. That the Government was unable to get its 
supplies voted in the normal manner in the last five years is also a sad commen* 
tary on the way in which the aflFairs of this country are administered by this 
Government.
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Sir, it is not competent to this Chamber to make any changes in the 

Bill, for even if made they will have no effect. Section 67B of the Govern
ment of India Act, 1935, which is embodied in the Ninth Schedule to the Act 
and imder the provisions of which this Bill comes to this Chamber, after being 
rejected in the Assembly, lays down that the Bill shall become an Act whether 
it is consented to or not by this Chamber. In these circumstances it is a 
futile task to attempt to assail the provisions of this Bill on their merits in 
any detail. It will be equally futile to make a Motion for the consideration of 
a certified and recon:^nded Finance Bill of this nature the occasion for a 
general review of thê  financial policies of the Government of India. The 
procedure laid down in section 67B of the Government of India Act may be, 
I concede, technically constitutional. But the constitution itself which 
provides for such a procedure revolts against the sense of self-respect of the 
people of this country, and that is why we want to end this constitution as 
quickly aa possible. It is a negation of the elementary principles of demo
cracy and of the rights of the peoples’ elected representatives in the Central 
Legislature. If we cannot defeat the Motion for consideration in this House 
it is because it is abnormally over-weighted with official and nominated blocks. 
The least that we should do, in the opinion of the Congress i^arty, is that the 
elected Members at least of this House should dissociate themselves from the 
Bill and vote against the Motion for its consideration. There is in fact nothing 
for us to consider. What is there for us to consider when this House is legally 
precluded from recording a considered and effective vot*̂  ? It can record a 
vote no doubt but not an effective vote on the provisions of the Bill which are 
practically outside the purview of the Legislature by virtue of certification. 
Sir, this Bill contains not only two unwanted and unpopular new taxation 
proposals, the doubling of the import duty on raw cotton and widening of the 
field for excise duty on khandsari sugar, but also over-rides the decisions of 
the Legislative Assembly on such vital matters as the reduction of the salt 
duty by four annas per maund and the price o f  the postcard to half an anna, 
both very long-standing and popular demands. This Bill has caused wide
spread discontent both amongst the so-called rich and the poor, whose interests 
are sought to be differential with a view to setting one against the other 
for the benefit of a third party, the British capitalist and imp^ial interests. 
The Bill reflects those interests faithfully and implicitly. TW e can be no 
balanced budgets, much less balanced judgments, in the face of the divided 
loyalties of the alien Government in this country between the British and 
Indian intw^ts, and in every oonfiict between them the Indian interests are 
bound to be subordinated to British interests. The impost of an additional 
duty on raw cotton is an illustration of this fact. It is therefore impossible 
for the true representatives of the Indian people to support such a policy 
of which this Rnance Bill is only one illustration. A certified Finance Bill 
of this nature is an insult to the Indian Le^slature. I therefore appeal to 
the elected Members of this House to vote against the Motion for consideration 
of this Bill.

T h k  H o n o u b a b lb  M b. HOSSAIN IMAM (Bihar and Orissa : Muham
madan) : Mr. President, it is unfortunate that all the five Finance Bills of 
Sir James Grigg should have come to us in a fo rm  which precludes the possi
bilities of amendments. The resentment of the elected Members to this form 
of procedure can be very well appreciated even by those who differ from us. 
I am not prepared t o  apportion th e  blame between th e  Government—the 
irTe8jK)n8ible Government—and th e  irresponsible Opposition, because I fin4
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that both of them are whole-hoggers ; they would either have all or nothing. 
Sir James has met with his peer in the Opposition in the other place. The 
Opposition returned the compliment and was as adamantine as the Govern
ment itself. There can be no doubt that this form of recommendation and 
certification was not meant to be of perpetual use; otherwise the whole pro
cedure laid down would be reduced to a nullity and a farce. I do not think 
that it was the intention of the framei*s of the Government of India Act to 
make it so absurd. However, we cannot go on harping on the same thing.

I should like to consider whether the position of the Government of India 
was such that it could not accept any amendment made by the other House. 
For that it would be necessary to discuss the budgetary position of the Gov
ernment of India. It is claimed—and I think with some justice—that it 
was possible for the Government to make a gesture and to accept some amend
ment at least. In the time of Sir George Schuster we used to have compro
mises sometimes before a catastrophe and sometimes after the rejection. 
When the Bill came up in a certified form it used to have some sort of miti
gating feature. Here the Honourable the Finance Member has accepted one 
amendment which incidentally pays more money to the Government in the 
Postal Department. That is about newspaper packets. Railway traffic 
has now been diverted to the post office. That is the only amendment which 
he thought fit to accê pt. Now, Sir, the sheet anchor of our charge is that 
the Government is not prepared either to improve itself or to allow us to 
mprove it. One stancUng charge against the Government has been that 
its policy of maintaining the exchange is ruinous to trade, and has caused great 
havoc on the Government’s budgetary position. If I say a few words about 
that, I do not want to echo tiie cry of the capitalists and the industrialists who 
thereby wish to improve their own position and whose henchmen are always 
trying to bring forward the argument that the high exchange ratio is a standing 
charge against the Finance Department. My intention is only to consider 
if it has any effect on the revenues of the Government of India and its adverse 
effect on our borrowing policy. It is not realised that since it was decided 
to maintain the ratio at its present level there has been the huge contraction 
of than a ihauaand million rupees y if we take the statistics of the com
bined note issue as well as of the silver rupees taken out from eircula/tion------

T h e  Honoitbablb M b. A. J. RAISMAN: Is this India alone or with 
Burma ?

T h e  Honoueablk Mb. HOSSAIN IMAM: That has no effect practi- 
caUy, because Burma stiD continues in union with us and the requirements 
of foreign trade are financed together—I mean our English expenditure. No 
country in the world has made such a huge contraction in the last 12 yearii 
as India has done. As a result of the contraction one thing is certain, namely, 
internal prices fall, and the fall in prices is best illustrated if we take the index 
number of two countries, say, the United Kingdom and India. Tl^ Ecô - 
nomist index figure for Decemlier, 1938 was 74*2 for the United Kingdom, 
whereas the Calcutta index number prepared by the Government is 67-4, 
while the index number of prices of the United States of America for November, 
1938 is 81*3. We find that this index number is based on 1929 being equal 
to 100 in every country. In 1931 our index number was 08* 1 and that of the 
United Kingdom was 70-2. The United Kingdom has improved its poeition 
by 4 per cent, between 1931 and December, 1938, whereas in the case of India 
there is a deterioration of 1 -3 points. That showB, Sir, that the parity between 
sterling and the rupee is not right. The Honourable the Finance Member
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in the course of the disouasion of the 1037 budget had stated in this House as 
well as in the other House------

T h e  H oN om tA B LE  t h e  PRESIDENT: I w o u ld  lik e  t o  k n o w  w h e th e r  
y o u  a re  m a k in g  a s ta te m e n t o r  d iscu ss in g  th e  B ill ?

Tkb H o n o u r a b l e  Mr. HOSSAIN IMAM : As I stated, it is necessary 
for us to point out the existing position in order to discuss the Bill.

T h e  H o n o t jb a b l e  t h e  PRESIDENT : I have no objection whatsoever 
to your discussing the Bill or making speeches ancillary to it. I want to 
know from you whether you are making a statement or participating in the 
debate. "

The Honourable Mr. HOSSAIN IMAM : The Finance Member staffed 
in the course of discussion in 1937 that India’s export trade was increasing 
and therefore he drew the conclusion that the rupee was undervalued. Now 
the tables have turned. Some of us, like our friend Pandit Hirday Nath 
Kunzru, pointed out even on that occasion that it may not be a permanent 
feature. Now the tables have turned. Our exjKwrt trade is dwindling. Does- 
that convey the impression to the Honourable the Rnance Member that it ia 
overvalued ? Or will he get a new touchstone to examine and find out the 
result that he desires; whatever be the trend of the trade, the result sliouki 
invariably be the same, i.e., the rupee is undervalued or rightly valued. One 
of tbe direct results of this movement is that our income from the head of 
Currency and Mint has fallen enormously. The net income from the De
partment of Currency, the Gold Standard Reserve and the Mints, used 
to be in the neighbourhood of about Rs. 2 cror^ for eight or nine years previoua 
to 1935 arid now the net result is less than Rh; 50 lakhs per annum from all the 
three combined heads. That also, Sir, is a consequence of the contraction of 
currency.

The HoNOtmABLE Mr. A. J. RAISMAN : To the creation of the 
Reserve Bank t

T ^ e  H o n o u b a b l e  Mr. HOSSAIN IMAM : Not exactly by the creation 
of the Reserve Bank but due to the fact that we have to borrow money and 
we do not get a return for it and I shall show how it has come about. When 
the Reserve Bank was formed it was anticipated—and our budgets were 
framed on this assumption—'that it would pay at least Rs. 50 lakhs per annum  ̂
Hie pa3rment by the Reserve Bank for the period 1st January, 1936 and 31»t 
December, 1938 on the working of this period of three years was Rs. 66 lakh  ̂
in fdl ; an average of Rs. 22 lakhs per annum. While the amount of borrowed 
ei^ital invested by the Indian taxpayer is about Rs. 15 crores, on which th  ̂
ioterest comes to Rs. 6S| lakhs per annum. We had, Sir, at the inception to 
depoint Rs. 5 erores for the Resĉ rve Fund which was not contemplated by thî  
Reserve Bank Act itself. Now the Government is charging at the moment 
from all the commerdal departments interefit at the rate of 4-67 per cent. 
At that rate on Rs. 5 erores it comes to Rs. 22 *85 lakhs per year and we have 
fttid Rs. 5 erores in 1937 and Rs. 5 erores in 1938 as well in return for the 
rupees that have been handed back to us.

T h e  H q n o u b a b l e  t h e  PRESIDENT : Wbat has the question of ratio 
%o do with this BiU ?
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The H o n o u b a b lb  Mk. HOSSAIN IMAM: Mr. Preeidont, th«^ is no
need to have that additional duty if they would have a good income from the
currency head. That is the point I want to make.

T h e  H o n o u r a b l b  t h e  PRESIDENT: Then why don’t you admit
that you are discussing the Bill ?

T h e  H o n o u b a b l e  M r . HOSSAIN IMAM : Yes, Sir, I am discussing
the Bill. I am not going to follow the two Leadera who are not participating
in the discussion. I am going to do one better.

T h e  H o n o u r a b l e  S i b  DAVID DEVAD08S : T h a t  is exactly w h a t
th e  C h air p u t  t o  y o u  a  K ttle w hile  ago a n d  y o u  w o u ld n ’t  an sw er th a t.

T h e  H o n o u e a b le  Mb. HOSSAIN IMAM : Now, Sir, wo will have in* 
veeted Rs. 15 crores up to the 31st March, 1939 and our Reserve Bank should
have been Rs. 15 crores better, we have taken dead assets in the shape of
silver rupees which make no return while our money which we have placed
with them is borrowed money on which we pay interest in other heads. One
question which I would like to ask the Finance Secretary is—was there any
|MX)vi8ion made that part of these payments of Government securities of
cash in place of rupees handed over by the Reserve Bank will be handed back
to the Burma Government ? Do the Burma (Government come into the
picture an̂ n̂ rhere ? The Amery Award gave per cent, as the share of the
Burma Government but has any provision been made ? Of course, the Rs.  ̂
crores paid to the Reserve Bank at its inception was during the period when
Burma was part of India, so that need not come into the picture. But these
furthî r payments are continuing, because even in the Budget of this year a
IM'ovision has been made in the ways and means programme—as given in the
Finance Secretary’s Memorandum—A provision has been made for Rs. 5
crores more to be paid to the Reserve Bank in the coming financial year. Now
I want to know whetJier any provision hâ  been mcule for the Government
Burma to participate and pay its quota ? Because Burma at the moment
is going to receiv<e paart of the profits of the Reserve Bank as is indicated in the
Memorandum of the Honouraye the Finance Secretary on page 8, statement
VI, footnote (o ):

“ The revised and budget estimates provide for a pa3rment of Rs. 9 IcUchs in eaofc 
year to Bunna om aooount of the India and Burma (Burma Mcmetary Arrangement)
Order

Now, if Burma is going to get a part of the profits of the Reserve Bank,
does it not stand to reason that a part of the liabilities also should be transferred
to the Burma Government ? I would like the Honourable the Finance Secre
tary to enlisrhten us on that head. This involves. Sir, a sum of Rs. 1 crore
and I2i lakhs up to the 31st March, 1940, if Burma pays per cent, as in
other cases. Or if its quota is smaller, as might be the case on the basis of the
note circulation, then it will come to a smaller sum. I do not know what is
the basis of the calculation------

T h e  H o n o u r a b l e  M r . A. J. RAISMAN ; I think the Honourable
Member will have to study the Burma Monetary Arrangement Order in some
detail. I do not think it will be possible to deal in that simple and light*
hearted fashion with a complicated adjustment of this kind.

T h e  H o n o u r a b l e  Mr. HOSSAIN IMAM : WeU, Sr, if it is not equit
able to India it should be revised.
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T h e  HOKO0BABUB M b . A. J. RAISMAN : It is not an item of revenue
expenditure.

T h b  H o n o u r a b l b  Mr. HOSSAIN IMAM: An expenditure from the
oapital head «>nd we aure not empowered to charge Burma with any liability
incurred after the 1st April, 1937. Therefore, if we are incurring any loss or
any item of expenditure from the capital head for a joint undertaking the
benefits from which would go to both the partners, then it stands to reason
that Burma should also come in and take part in the losses.

I have tried to show, Sir, that the interest of the taxpayer in the income
of the Reswve Bank is great. We have transferred to them assets from
which we have been deriving a very good income ; and a few days ago the
Honourable the Chief Commissioner for Railways and the Leader of the Opposi
tion both agreed that private manaa;ement is more efficient and more remunera
tive than the Qovemment arrangement. But here we find in the case of the
Reserve Bank exactly the opposite to be the case. It wm making a good
return while it was in the hands of the Grovemment but since its traiwfer it
is making a smaller and smaller return. In nine months* workmg it was
able to pay more money to the exchequer than it hafl been able to pay in the
•pace of two years, in 1937-38 and 1938-39 Rs. 30 lakhs in those two years
whereas in the first period of nine months when all the investments were then
made by the Government, the yield was Rs. 46 lakhs.

The H o n o u b a b l k  Me. A. J. RAISMAN : I ca n  tell th e  H o n o u ra b le
Member o f  m a n y  m o re  lu cra tiv e  w a y s  o f  m a k in g  m o n e y  o u t  o f  cu rre n cy .

The Hokoubable Mb . HOSSAIN IMAM : Now, Sir, my charge is that
Government does not take care of the Reserve Bank as it i^ould. In the report
to the shareholders the management of the Reserve Bank has drawn attention
to two deficiencies which they wanted to be made good but the Government
have done absolutely nothing about them, and that is the basis of my charge  ̂
They stated, Sir, that they had asked that some law should be p a s ^  to fix
a maximum number for the shares held by individuals because a large portion
is going to Bombay individuals, and they complain that in spite of the lapse
of a long time the Government has not done anything. Then they refer,
Sir, to the fact that they waned a reduction in the stamp on the usance bill.
On that too the Government has remained silent. In a former report it was
stated that they were permitted for a short period after inception to hold in
their portfolio securities of the Briti^ Government of longer duration than
they are aUowed now, and that is having an ill-effect on their earning capacity.

The H o n g u b a b l e  t h e  PRESIDENT : Let me remind you that you
made full use of the Budget day in discussing this matter. Today there are
many Honourable Members who would like to speak on the Finance Bill.

T h e  H o n o u b a b l e  M b . HOSvSAIN IMAM : If you like, I will sit down
at once. I have nothing more to add.

T h e  H o n g u b a b l e  t h e  PRESIDENT : You have been speaking for 20
minutes now, and except to talk on subjects subsidiary to the Finance Bill,
you have not yet come to the Bill proper itself.

T h e  Hoi^otjBABLE Mb. HOSSAIN IMAM : The very basis of the new
duties is that the Government have no money. I say that Govwmment can
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have more money if they will follow the demandfl, not of myself but of res*
ponfiible persons—of those in whose han^ you have handed over the ourrenoj
of the Government. They have been demanding certain changes in the matter
which the Government have not incorporated------

T h e  H onourable  Me. A. J. RAISMAN : Neither of which will give us
one anna of extra profit.

T h e  H onotteable Me . HOSSAIN IMAM : If they give money on loan
to member banks, they can earn more and that is retarded because the st/amp
duty stands in the way. If you accept the demand that they can hold security
of the British Government of longer duration than is at present allowed, then
also they will be able t<̂> earn better money------

T he  H onoubable  Me. A. J. RAISMAN : That is prevented by the
Act.

The H onoueable  Me. HOSSAIN IMAM : That is why they want an
amendment of the Act. They axe responsible persons. They ask for an
amendment and you are not prepared to listen to them, and still you come to
us and say there is no other way open to you. It is not certainly irresponsible
critics who want changes. But even the changes which are demanded by
responsible persons are not heeded by the Government.

I shall now finish my remarks on this part of the subject and come to
matters more particularly concerned with the Bill itself. During the course
of the Budget discussion I drew attention to the fact that excise duties should
be more and more relied upon by the Government and that customs revenue
should not be their mainstay. I have studied the position of other demo
cratic coimtries and I find that in the United Kingdom, the United States of
America, France and Germany, their income from internal taxation,
excise, is about 20 per cent, of the tax income. With very slight variations,
that is the position in these democratic and totalitarian countries. Whereas
in India, we have no figures for former years, we have now figures for two years
given in the Budget Memorandum, and from that we find that our income
from excise is only between 11 and 12 per cent. It is possible to increase the
excise duties on other goods, and even on those goods which are already subject
to excise, if we are to follow the practice of other countries. In Americar
particularly, they placed an excise duty even on the manufacture of auto*
mobiles------

T he  H onoueablb M e . A. J. RAISMAN : That would not yield much
in India !

Th e  H onoueable Me . HOSSAIN IMAM : You have textiles here.
Instead of having an indirect hit on the textiles through the cotton duty  ̂
you will do better with a direct hit.

I shall now deal with the piece de resistance of the Bill, viz., the cotton
duty. I have stated in my speech during the Budget discussion that perso
nally I did not feel that this was a wrong duty. Much has been made that
it is an impediment to expansion of trade ; but that its effect on the agri
culturist would be good cannot be challenged. I have before me certun
figures to show how the half anna excise had affected Indian cotton. In 1931
32, when we had this duty for the first time, the production of Punjab Ameri
cans was 217,000 bales, and in 1936'37, it went up to 894,000 l^es. The
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Bind Americans, the production in 1931-32 was 14,000 bales and it has now
gone up to 297,000 bales. The net result of these two figures is that from
231,000 bales it has gone up to 1,191,000 bales, that is, an increase of 960,000
bales in six years.

l.·
THE HONOURABLliJMR. SHANTIDAS ASKURAN: Which count of

yarn are you speaking about?

THE HONOUBABLEMR. HOSSAIN IMAM: Of American cotton.

THE HONOURABLEMR. SHANTIDA.~ ASKURAN: What is the length
of it? What count can you produce from it ?

THEHONOURABLEMR. HOSSAIN IMAM: That is for the textile experts
and the mill owners to say.

THE HONOURABLEMR. SHANTIDAS ASKURAN: I will explain that'

THE HONOURABLll;MR. HOSSAIN IMA..'I: What has the authority
which is accepted even by the Federation as one to whose heart the interests
of the textiles are mere dear than those of the rest of India to say on this
question?

THE HO~OURABLEMR. RAMADAS P.lliTULU: Is it the imported #

variety?

THE HONOURABLEMR. HOSSAIN IMAM: Punjab Americans.

THE HONOURABLEMR. RAMADAS PANTULU: Is it the varietv now
imported into India? •

THE HONOURABLEMR. HOSSAIN IMAM: It is to some extent. I shall
refer to a very pertinent fact, that when there was a slump in the price of
Indian cotton the Indian National Congress formed a committee to examine
this question. That Committee consisted of people who were, if anything, too
favourably inclined towards the textile interests. It consisted of Mr. Jamnalal
Bajaj, Mr. Shankarlal Banker, and Mr. Bhulabhai Desai. You will admit
that this composition was anything but hostile and was attacked even in the
Congress by no less a redoubtable character than Professor Ranga as favour. _
ing the capitalist and not the tenantry or the agriculturist. 'What was the
resolution of that Committee and what was the report that it submitted?
Itsaid:

" It is necessary to ask for prohibition of cotton of one inch staple and less".

The first recommendation of that Committee was that it should ask for total
prohibition of medium variety of cotton imported. That implies that there
was importation of medium count. of cotton as well. I had occasion, Sir, dur-
ing the time that we were considering the Ottawa Agreement to state that-

" The export of Indian raw cotton is, like all commodities, governed hy the price
factor. As it is inferior in quality to American middling. it commands the greatest demand
its parity to the American middling is lowest and demands fall back when parity rises.
When parity was 70·3 the demand was 727,000 tons in 1!l29-30 with parity at 88·3 the
demand fell to 375,000 in 1932-33".

The fact that the Indian prices were a little higher than the prices of the out-
.side countries is due to the fact that in other countries transportation is not

IlL..



BO costly as in India. The textile interests are situated in certain parts of
the country where they do not get all their supplies and they have to rail the
supplies from great distances. That has the effect of increasing the price of
Indian cotton in Indian textile areas to a limit higher than that of the foreign
countries, and for these reasons there was some importation as is apparent from
the Report of the Committee of the Congress------

The H onoubable  R a i Bah a du r  L ala  RAM SARAN DAS : That was
not a committee of cotton experts.

T h e H onottrable Me. HOSSAIN IMAM : Sir, that was formed by the
Indian National Congress, which has the interests of the textile interests at
heart, and which can harm anything but it cannot harm the textile interests.
For he who pays the piper calls the tune. Now, Sir, they further want ed the
Oovernment to facilitate the change over to superior varieties of Indian cotton
to replace the present import of higher staple cotton. This is a direct reply
to the question asked by Mr. Shantidas Askuran. It was the view, the con- 
akiered view, of a Committee favourable to the textile industry formed by
the Indian National Congress that something must be done to wean the textile
interests from importing foreign cotton and to confine themselves to Indian
cotton.

T he H onourable M b . SHANTIDAS ASKURAN : You are misread
ing the facts.

T he  H onourable Mr. HOSSAIN IMAM : Sir, I was not a member of
that Committee, so I cannot say what was in their minds. I can only take

12 NOON. plain meaning of the English words that they have used.
They might have meant something else, as we have always

found that the Congress does not mean what is understood by others. For
instance, wTecking a constitution means working i t ! Mr. President, I have
stated that we have before us the concrete fact that the imposition of a small
duty of half an anna per pound had the effect of increasing the production of
the American variety of cotton in India by 400 per cent. While in the same
period the production of cotton other than American has increased between
1931-32 and 1936-37 by 32 per cent., the production of American varieties
has increased by 400 per cent. That is a positive proof that the imposition
of that duty had a beneficial effect on the agriculturist and production of better
<5otton. Now it is claimed that the textile interests are not able to use the
Indian cotton even of this superior variety.

T he  H onourable Mr. SHANTIDAS ASKURAN : The mills are using
that cotton. It is only cotton of staples of an inch and a half and an inch and
a quarter which is imported. The rest is all Indian cotton that is consumed
by us.

T he  H onourable M b . HOSSAIN IMAM : Mr. President, one of the
results of the consrmipliioii of the higher variety has the effect of retarding
our export of raw cotton. Now, as soon as raw cotton becomes more costly
then no one likes to import it. The Indian textile industry is not able to con
sume even tljifee-fourths of the cotton produced in India. Therefore we have
to rely to a certain extent on out foreign buyers. For this reason we must
make some sort of concession whereby the price of Indian cotton does not rise
ao high as to make it impossible to export it. Nor should we try to have a
picture before our mind that it will increase the cost too much. The point
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was made that it will raise the cost of Indian cotton enormously and growers
will be placed in a bad position viB-a-vis the purchasers from Lancastoe and
Japan. Now, Mr. Manu Subedar can never ^  accused of hurting the textile
interests. His statement in the other House during the discussion there this
season was that tho price of foreign cotton has faUen between Rs. 20 and
Rs. 30. Now, if the'pice of the commodity which I have to buy faUs, I con
clude that the duty is passed on to the foreign producer; the Indian textile
interests do not lose a single penny.

T m  H onourable  Me. SHANTIDAS ASKURAN : Who says so ?

T he  H onoubablb  M b . HOSSAIN IMAM : Mr. Manu Subedar.

The H onoueablb Mb. SHANTIDAS ASKURAN : Either you have
misread him or misunderstood the position.

T h e  H onoubablb M b . HOSSAIN IMAM : I do not know, because I
did not hear it myself.

7 8 2 COUNCIL OF 8TATB* [ 2 8 t h  M a r .  1989.

T hb H ohottrablk Mk. SHANTIDAS ASKURAN: All the-

T h e  H onourable  th e  PRESIDENT : Please do not interrupt the
Honourable Member because he is giving his views from hearsay knowledge
and fallacious premises !

T h e  H onourable  Mr . HOSSAIN IMAM : Sir, I am quoting the autho
rity of the Indian National Congress and Mr. Manu Subedar who represents
I believe the commercial interests. Mr. Manu Subedar has said in the House
very definitely that the prices have fallen and that Indian prices have gone up,
both the premises which we who support this duty would make, that it wUl 
increase the price of Indian goods and it will not inordinately increase the cost.
Now, these textile interests are past masters in transferring their burden to
two people. On the one hand they transfer the burden to the producer of the
raw material and on the other side they throw it on the consumer. We have
found to our cost in the case of the sugar excise duty increase that the entire
burden has been passed by the manufacturer either to the right or to the left.
Nothing has remained on the manufacturers. Every c<nnpany is making a
better return now than it was when the duty was at a lower limit.

T he H onourable  R a i B ah adur  L ala  RAM SARAN DAS: Are not
the cultivatorg getting a much better price for cane than before 1

T he  H onourable  Mb. HOSSAIN IMAM; They are getting a little
better price in the controlled areas of the United Provinces and Bihar, but
that is not the same as the amount of the burden thrown on the consumer.
The consumer has taken up part of the duty as well as part of the price. I can
judge only by the returns of profits made by the sugar companies during the
period that the excise duty was at the former rate and during the first com
pleted year in which tho excise was charged at a higher rate. If you compare
those two figures you will find that the whole burden has been transferred to
the right and the left; nothing has been borne by the manufacturing interests.
So that there has been no r^uction and no weeding ou t of the inefficiei^
managements which wa* said by the Government to be the mainspring of their
brining forward that measure of increased taxa.tion.



Now, Sir, in conclusion I should like to say that, while I do not think that
this increase of duty on raw cotton is wrong, I do say that the Government
should have considered the amendments in the other House in a spirit of give
and take and they should have accepted one of the amendments and eased the
heavy burden which is already borne by consumers and lightened their load
either by accepting the reduction in the salt duty or on postcards. We find
that the postfJ accounts are made up and everything is squared up. The
argument is that there is no balance and there can be no concession on post
cards. But one fine morning on the 1st April of 1938 we find that there is a
surplus, and not a small surplus ; a surplus of a crore, which is transferred to
the Government of India------

The H onoubable Mr. G. V. BEWOOR (Nominated Official): Th^re
was never a crore of surplus.

T he H onourable Mr . HOSSAIN IMAM: No, Sir, it was a crore and
two lakhs.

T he H onourable Mr. G. V. BEWOOR : That was not a surplus. It
was a sum transferred from the accumulations in the renewals reserve fund.

T he H onourable Mr. HOSSAIN IMAM: That is what I am saying,
that you make a greater credit to the renewal reserve fund than is rightly
required, and one fine morning you find that yon have made a greater debit to
your revenue for problematical depreciations which were not required. That
was really a saving which you were hiding all the time in order not to allow it
to be pafiwed to the consumer and user of the postcard. Your own decision
that it was not required in the renewal reserve fund shows conclusively that
you were crediting depreciation and renewal highly in order to cloud the pic
ture and to make out a case that there was no money in the post office account
to pay for the loss on the postcard. That is the conclusion.

T he H onourable the PRESIDENT: I have already allowed you 45
minutes and there are other speakers.

T he  H onourable Mr . HOSSAIN IMAM: In beginning this part of
my remarks I made the statement “ In conclusion I should like to say It
is because the Director General of Posts and Telegraphs was not able to accept
my conclusions that I had to say a few words more ; otherwise I would not have.
He provoked me to make a long digression.

T he  H onourable Mr . G. V. BEWOOR : I only corrected a mistake.

T he  H onourable Mr. HOSSAIN IMAM: We would all await and
hear patiently what the Director General of Posts and Tele^aphs has to say
on this matter and I wish that our colleagues of the Progressive and Congress
Parties had decided to participate in this discussion and then do whatever they
decide to d o ; but by keeping silence we are not in any way advancing the
cause of Indians------

T he  H onourable Mr, RAMADAS PANTULU : Do you support the
Motion or oppose it ?

T he  H onourable Mb. HOSSAIN IMAM : On that issue I have to make
a statement. My Party has decided that we shall remain neutral and there
fore I can neither support nor oppose the Motion.
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THEHONOURABLETHE PRESIDENT: This is after 45 minutes' str.snnou s

debate!

THE HONOURABLEMR. SHANTIDAS ASKURAN (Bombay: Non-
Muhammadan) : Sir, before I start my speech, let me appeal to my friend
Mr. Hossain Imam who has made it clear that he is going to remain neutral.
I would like him to keep his mind unbiassed and hear the arguments which
I place before this House.

Sir, it is most unfort.unate that His Excellency the Viceroy should have
thought it fit to certify the Finance Bill, in spite of the universal opposition
to it from all quarters, We are not aware of the considerations which led to
this decision. I feel sure that he has been wholly misguided in this step in
as much as in certifying the Finance Bill, the opinions of all sections of the
Indian commercial comruunity have been ignored. I submit, Sir, that in
ignoring the universal opposition to the cotton duty, the Viceroy has assumed
a grave responsibility. I wonder whether he has t akcn care to realise the
strength of feeling that h as arisen on this question. In making these remarks,
I do appreciate the difficulties of the Viceroy regarding the salt duty and I';Om0
other items which were changed by amendments in the Lower House.
But it was expected that though certification was bound to come, the Viceroy
would think twice before certifvinrr the cotton dutv which ill a new measure,
and which has raised such a. st~nn~·of indignation ,;ncl protest in the country,
I do expect that the Honours ble the Finance Mcmbel' will explain to this
House the reasons which led His Excellency to take this step. The East
I.r;t1 in. Cot.ton ASf'?eiHtic!)~ which is a c(J:-;Trl0J,10Jitnn bm.Iy (;()n,ist~ng of member.s I
of firms liko Ra llis and Volkarts, baB unanimously opposed this tax. Promi-
ncnt Members of the other House, including no le:'H a perwll than Mr . .Iames
who represents people with intimate knowledge of the cotton industry in
South India, have from their mature experience given the only advice th a.t is
possible in this case, namely, to drop this duty. May I know from the Honour-
able the Finance Mcmber whether even the European Chumber of Commerce
of Bombay is not. OPFO~f(l to this duty on cotton and fee]'; that it will do serious
harm to the industry? 1 ask on what advice is His Exccllency proceeding ?
Or are we to infer that the orders from Whitehall have to be obeyed?

Sir, I have read and re-read the speeches of the Finance Member in support
of his proposal in the other House. I have looked at his statements as dis-
passionately as possible, and tried to give the greatest weight t.o the observa-
tions made by him. I am sorry to find that he has failed to appreciate both
the facts of the situation as well as the strength of feoling in this connection
which he has succeeded in roueinz. Ho has made several statements which
show his ignorance about the cotto'n trade. It is a pity that such an important
measure should have been based on the belief of the Finance Member, regard-
ing the possible growth of high staple cotton in the country. When we find
the Finance Member indulging in such amazing insinuations as the one he
made in the other House, namely, that the millowners in India prefer to buy
foreign cotton even though local cotton of the same variety is available--

THE HONOURABLEMR. HOSSAIN IMAM: But at. a higher price.

THE HONOURABLEMR. SHAt~TIDAS ASKURAN--one loses one's
patience at the foundation on which he has based his proposals. I wonder
why the Honourable the Finance Member should take upon himself the busi-
ness of deciding on behalf of the Indian mill industry the nature of the work
that they should do on such untenable grounds as he seems to have done in the
present instance.
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Sir, the attitude of t.1iC Finance Me-mber in this eonnection, as revealed
in his reply to the debate on t.ho First Reading of the Financ« po; tI in the ot.her
House is most. denlorablc. Ho has accused the commercial community of this
country of the v1k:-.;t rlesiu!ll) anrI Hi(' most H!],;Cf'FIUlollh Jr:t\t11odR .. Instead
of refuting the criticism n;i1nling t.h" cOl-weqlW!]C;(';/ or iLis rlutv. he indulged
in statomont.s to the Cr-f~lct t.lmt tho Indian eOUlli\<:lTi,d i'oill munity was res-
ponsiblo for stirriug ull r-acial hatred in thi;-)country Ior its own Ili.'LITiom; ends.

Sit', thoso arc gr;;.v(, charges without any fOl1:):ht.j')l1, ;"'](! do no credit to
the l1'inanco 1\r·.lmhl~:' nor T!) the \~~)\:'"c!"nrncntof Iri.di;1,: and in n!..\~Ol~ii~ion should
never have been }11~1dc. I am a. believer i.i rnatdlitl (;O-cqY.'-!'.l! io.i !Ict\V:.~~'~_:"l
England and Ludia : rnv Bpe(~'2ho:-; in this JIOHHC and ,;lH("vi!:T(~ as well u...;; mv
gen(~ral at.titudo i-qdiea,t;:~ the N::11ne. And there src jnrU1Y p~,~i:"'on;..;pnTtit.'uhn:(Y
among the commercial community who are of th(~ Ha,nH~opinion. It is exaot ly
because we hold this view, that. I should like to "pl'<H'hi;n wit.h all (he emphasis
ab my conuna.nd t.h'd:; the blame for racial hatred [l,nd. tlrH"'l'nr'~\];:il;; nli:!.hud"
should be l:lJi,l at t.h-c~<loo}'of pnTtio~ ot.hcz than tlv· J!ldi!~n ":;-'l:1!nl':"':~_21Jco:u-
munity '

Sir, ] ask what country impose ...:a. ;.;0 })Ci' (\'.:d-,. dtL.':~ u)-· : Li-~ ~',"t\)' materin ..-h)
of its industry?

TUE HOi\f01TRAT:U; }'hL HOBSA IN JMAM: Twenty pCI' coni. ?

.,
THE HON01;IL\]~LE Mn. ~IIANTLDAS I\SJ<.1.JRA!~: l ;1111 gLtl yv:t have

asked that quest.ion, because the House should know ;,0),', it. "mlH'~': to 20 p0I'
cent. Long staple cutLol1 whir-h we import for the r(~q:'iiroln'~~,lt;.)of r,hl:~co.mtrv
are supplied by Uganda, Africa und EgYi,t---T,.;t. f;'U\,1 A;nn:'i,:tt ~;"Lll that
supplies our requirements fin COWer,::; .sO Lo 100. I giv~ ,V.,i1 " .t1 exa.nplc, Sir.
If you ,11'C producin ..g rice, and ca.n meet aJl you.: rcquircmcuis, C"'.-\~n then you
want wheat, pulses, vegetables, and so on. Therefore the rcqnirr.uiont of the
countrv is not, onlv 20's and 30's and 40's which yOU ('<:'rls"m~: Lut YOU also
w.mt sb's an] lOO's. ff you cunnot pri)thee it., you hay" g:;t td buy it.

Now, I come to tiJiH :W pcr r-ent. Sir, cotton, American ;1,nd Egyptian,
is ~01dat a, premium 011 ]>aa.d. cotton. On Proaeh cotton prioc, the premium
is about Re. 120, botwocn HR. 110 cl,lid Rs, 1aO according to the staplo. That
means that. if H:-ORCh COttOIl today is R», 150, the price of the i.n portcd cotton
is RR. 2H5 or TIs. 280. And R:>.280 at one anna duty in toio i., 7841b8. a candy,
which means 784 annas. You have to pay for tliiH Celj,ton tq compote with
Lancashire and .J(1,pan which comes to about Rs. 4fl. H mC:U1S that thi.s duty

..,/ is about 18 per cent. Sir, J ask what country in1f;CSt'S 11 20 per cent. dutv on
raw material imported for their industry r (An Houourabl: Member: "11 ow
much long staple it; imported '!") It ail dep\!Et1s on the eonsu mption. You
cannot say fur certain. It an depends on hew much ~'Oil wit'll to consume.

Will the Finance Memu er tell me whether an import du1y of' tl.ia nature
will he tcloratcd in England or in any other countrv ? It. i,.; no use telling us
that tht_, cotton indHf:lry because it g'Jts protection should .lepond merely on
local cotton. 'I'he T:crifl n~~rd and the Covernmcnt of Lndia granted protec-
tion to the cotton industrv Oll ita own merits, and I am aware that the" will not
allow it to cont.inuc for a:day more once they find that thore is no n~ed fer it..
It is OlW thing to floplv the principles of discriminating protection while grant.
ing protcctiou ; it li,; ~notht;!' t.hin~ to Hay that oeca\;se you have protection
you must not import any pa::'t of your raw material. Sir, T [ail to understand
why the Finn.nee Member should tie so anxious to stop the import of cotton in
this country, and to decide for himself as to what should ]", t.he "'p/;(,fC in which
the industry should function. I (,;l'lllot but help f<,('lil;g nUd. 1'0;' this decision
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and this attitude, he will be enshrined in t.h« hearts of Lancashire millowners
and they will be justified in raisiug a memorial in hi" honour.

I wonder whcthor the Finance Morul.er wants to imitate Lord Curzon.
Lord Curzon left, the legaey of the partition of Pcngnl. The political con-
sequences of that ill.conceived measure are well known. Sir Janws Grigg'H
policy may re-ul+ in similar con;-pquenc('s in the oconomic fidel. if pursued
regardless of the· uni versa I opinion in the ;'('1.11 try' again:4 the cot ton duty.

!

!
I
I
t
I,

Sir, my vie-ws Oil income-tax remain H\(, same R>< thOHPe-xpressed l,~' me
only a few weeks ago on the floor of thia House in connect.ion with t.he Income-
tax Amendment Bill. I do net want to take up the time of th« House hy
repeating the Sa!l18,but T must rofor briofly to the point I the-n made regarding
the compulsory distrihution of profits by companies and the method of calculat-
ing the (kprc(·j;-;tjn,) allowance. I pointed out then that the provisions will
make it difficult for small r-om panies to build lip "troll!', reserves again~t; un-
foreseen difficult i. s. [ft·ft'!' to t.his in order to brillg out tilt' nat uro of tile
additional burdou proposed to he levied on small com pariios in the Finance
Bill by removin,\!: the exemption limit; of Rs. 50,()OO for companies super-tax.
The Leader of the Opposition in the other House conclusively showed that this
burden amounted to 6 per cont. of the prof t and would be very hard on small
companies. I maintain that the combined effect of the provisions of the
Income-tax Amendment Act and the present Finance Hill will be to Blowdown
the progreH" of Hm:.LlI industries which are already labouring under severe handi-
caps.

There is a1:nthei' important feature of income-tax which has escaped notice,
During 'the last ~" mn.nv years, particularly since the war, we have had several
increases in the rates of inoome-Lax and super-tax. This tendency reach cs its
climax in the present Bill which raises the rates in the guise of a chance in the
method of taxin«. Hir, 1need not. repeat the actual rates, because they are
so well known to the Members of the House, What I want to remind the
House however is the fact that the viold from income-tax was larger [t few
vears azo when the rates wpm lower. than it is 1)OW when the rates a~e higher.
For example, the total.\. icld from taxes (;11 income for All-Iudiu in the~Tear
1921-22 was m:nrly .H.B. 22 orores ; in recent. .' ears it has fallen , and the Finance
Member has budgeted for a total of RI';, I6} C1'OrC8including the corporation
tax and the share of t.le provinces. Sir, is this not significant ! The Finance
Member quoted D, few figures of prices in t.ho other House to prove that during
his regime there hl'c! been a tendoncv towards prosperity in the country. May
I ask t.he Honourable ..the Financo Member to "ay whether these fizures of the
yield of income-tax show any p"(;Srerit.\T? Sir: I submit that the tendency
is distinctly in the opposite direction; because as these figures show the capa-
city or the assessable income of the people has fallen so low in recent years,
that in spite of the higher rates, the yield is not as high as in the earlier years,
Sir, the Finance Member has referred to the law of diminishing returns in con-
neetion with customs duty in the past May I ask him whether the same law
has not heen in operation in the esse of income-tax as shown by these figures?
And in the face of these facts, with what justification can we he parties to an
increase in the ratos ! In view of this, I submit that the warning which I
have given regarding the harm which will surely be done to small industries
by the proposed arrangements should be prevented, and I urge most strongly
that the existing exemption of Rs. 50'(00 on companies super-tax should be
allowed to continue.







THE HONOURABLE SIR RAMUNNI lVIENON: I know that. I have
all along hen referring to the al.solutely tax-free minimum, by which I mean
the tax-free minimum for all classes of ussessecs. I undersband that. Well,
this man who gets an income of Rs. 2,000 will presumably have to support
himself, his wife and two or three children, and it is fairly certain that in the
provinces additional taxes will he imposed 011 people having such incomes.
Now the cost of maintaining a person, his wife and two or three children
under the existing condit.ions in India 011 anvthinz like tolerahl V decent stand-
ards of cxistencamusf bo not less than R~. 2,O{)O. I would 'have therefore
welconed a proposal, if it were possil.le to make it, to fix this limit at Rs. 2,000.
I do not b10\V how far an ::v,)pea,lof that kind at this stage would w.::i~hwith
the Honourable Finance Secretary, but I hope he will bear this parbioular
matter in mind when he prepares his Hill for the next year as Finance Member,

Now no criticism of a. proposal of t!lis kind can be regarded as full or ade-
quate unlt):;i3 it t,,,kes into consideration at least briefly bhe objects to which
the proposed additional tax if; to be diverted. It is quite clear that the grc[1t.er
part of the frosl: revenue will go to the provinces. Wcl}, as far as t.!tn.tpoint
is concerned T am ve"Y gl",d th a.t additional revenue is going to the provinces,
But, what is the conditiou of the nroviuoes '1 \VJnt is the nolicv that the
Provincial Govcrn'~nents follow at, 't,he prosont time '1 I am iO:Jki'l,!; at this
question qui te irre~;poctiye].iTof the political complexion of the various Pro-
vincial (;()Ver,llnents. I do not helon'~ to anv polibioal pat-ty and I am quite
prepared and anxious to look at it from a non-politicul point of view. If
the proceed" of the income-tax were diverted to measures of social reform
which would benefit ,111 classes, particlllarly to measures of reform which would
'beuefit the roorer classes, I for one would have 110hesitation in Sllppo:·tln·~ allY
measure of income-tax with enthusiasm. No\y WlULb arc the measures that
are likely to benefit the poor ~ The HO:1O'U'1Lblc the Finance Member very
rightly, if I may say so, stressed the well known facb that the true a.im of ad-
ministration is and should be to raise the standards of life of the neonlo. Now
how are you going to raise the standards of life ~ YO!1 can ~!lI.Yraise the
standards of life hy creating new desires in the individual, by crJlting in him
a desire for better conditions of life and bv nrovidinz opportunities and re-
sources for sa,tisf,ying his desires. T quite a.d.n{itthat, ,{n improved economical
position would probably enable him to satisfy !liBdesires if he has any. Bat
there is only one way of creating new desires and that is by education. Now
look at this question of educa.tion frem another point of view, We me in the
first stage of a democratic system of govornment. Now tL'1 oifeobivc and
necessary safeguard of democracy i!'; the existence of an intellizent and edu-
cated electorate. It is not a reflection on India to sav tha,t there is no such
electorate at present. All the more therefore the need for pressing on with
a scheme of education. I therefore would have wclcome.l the additional
taxation, if I were certain, if I had any assurance that the proceeds of this in-
come-tax would be utilised in the provinces to supplement their own resources
in pushing on elementary and secondary education, in improving and expanding
our system of ed ucati on , I would have supported this taxation measure
with the greatest enthusiasm. I would have even supported higher taxation
if I were certain that the proceeds would be directed to the end which I have
indicated. Now what is ib that the provinces are doing 1 It is most unfor-
tunate that. at this critical juncture in the history of this . country several
provinces have embarked upon the execution of policies involving consider-
able sacrifices of revenue, the main justification for which can only be sought
in their anxiety to redeem election pledges. That I consider is It most unfor-
tunate state of affairs. Personally I do not question the high moral motives

!
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which actuate their policies, but I am extremely sceptical whether a policy
of prohibition on any large scale can succeed in this country. Much the same
valuable result that a policy of prohibition is calculated to achieve can be
achieved by the more natural, less expensive if also less spectacular, process
of education. So, looked at from all these points of view, and even if you
look at it from other points of view which I have no time to particularise, it
seems to me, and I think most people will agree, that the most pressing need of
the day in India is to provide for the improvement and expansion of education.
That unfortunatolv is not the need which the Provincial Governments seem
to he particularly alive to at present. While therefore I have no desire to
withhold my support. from the income-tax proposal before us, I would have
been in a better position to support it and to support it with greater enthusiasm
if I were certain that the Provincial Governments would embark upon sounder
and more necessary policies than they seem to be doing at present. Well,
I know that before long, when the prohibition scheme has lost its novelty
and when its political propagandist value has fallen somewhat, the scheme
will be, if not abandoned, at least suspended. In the meantime I can only
exprmis the hope that a better HCI1Heof vdlle;; and better practical wisdom
will soon return to the seats of the Provincial Govcnunents.

There is juat onc word more which I would like to say. This it; tilt' last
Finance Bill which will he presenter] to this HOHf50 under the regime of the pre.
sent Finance Member. I urn sorry tbat lie is not here with w; today. I,
along with many other Me-mbers of thiH Council, have sat in this Council with-
out break for the JaH[ five years. 'VI) have had chauces of forming opinions
on the .Fimmce :;VIClllhf'r'soppor1 unities 11]111 limitations and his achievements.
He has been criticised, very "evelely criticised, in vurious Iln~rt.et'" It is
not my concern to reply to t.hose orit.icismn, hut I should like to Le permitted
to say that, on a general view of his administration, he hat] faced his difficulties
with remarkal.le firmness and resolut.ion. His policy has been marked by a
gennir:c desire to serve the intcrcsts of the poor HS against. those of the rich,
the interests of the consumer as against, those of the large producer, the pro·
ducer who mainly aims at profit, and I think he has succeeded in doing some-
thi'lg t:) reduce the burden 0'1 the pO;I,,(;r classes and to improve their lot.
On tLe whole, ~ir, he has, in my opinion, served this country well aud is entitled
to our appreciation.

THJ;~ HONOt'f{AllLE Sm A .. 1-'. PATRO (Nominated Non-Official}: Sir,
at this late hour, I do not. propose to occupy more than Cl few minutes ; I will
deal 'with only one or two points. VVehave listened with great interest to the
out-burst of the hig voice of t.he big business and thi:lt big voice (If the big busi-
ness has, in the concluding remarks, held out a threat to tile Government
that the commercial community will join hands with the Congress if taxes
like these are not reduced or are further imposed. It is a very significant
observation from an experienced capitalist, a capitalist who is also very en-
thusiastic and earnest, that taxes like this would drive the commercial com-
munity which he represents into the arms of the Congress, or, as I understand
according to him, any other force which is destructive of the conntitutional
government in the country. Sir, I am very much surprised bhat representing
the vested interests which demand. protection, which demand safeguarding,
in season and out of season, that, he should have given expression to this
sentiment, though as we know in practice it is being carried on in some quarters
a6ainst the Government. 'I'hat commercial community which be represents.
forgets while pointing ant the mote in the eye of the Government that there isa.
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big beam in their own eye, that misj udging and exaggerating facts do not re-
dound to the credit or intelligence of the commercial community. Sir, in the
province from which the Honourable Member comes or in the neighbouring
provinces let him look round and see what are the kinds of taxes that are now
newly imposed by the popular Governments which is responsible to the people
and who are servants of the people. Repeatedly it is said that the popular
Governments are the servants of the people. Let him look round dispassion-
ately and see what arc the taxes and the nature of the taxes that are now being
imposed for the first time on the people and on the consumers. The consumers
were left out of consideration in the long discourse which he delivered. It
is the producer's interests that are to be taken into consideration. Mills
we want; they have all our sympathy so long as they are reasonable and so
long as they are fair in their dealings. It is in thc economic interests of our
country that wo should support their interests. But what is it here in this
case ~ He secs around him that the popular Governments impose heavy bur-
dens on the people and on the consumer". and yet it is a case of running away
from them. \~Te see that such atrocities, financial atrocities, such zoolum,
are supported by this community. As against this, what is it W(~ have got ~
Even a cursory examination of the budgetary position discloses to us that
there is a deficit. Whore ix the alternative proposal which can be tapped with
a view to wipe out the deficit ~ No ot.her alternative has been proposed. 'What
do we sec nuw? There is speculation about 100,000 tons of Java sugar being
in store which will be imported and any duty that may be levied on that will
go to the benefit. of the country and reduction of the deficit. It is merely
speculation. No one is able to say definitely that thia is a fact. Once it is
started it is repeated by everyone without examining the actual position.
On the other hand, those who are expected to know things more accurately
and correctly tell us that it if) not a fact. In the absence of any alternative
provision for recouping the deficit in the budget, recourse should be had t.o
some taxation. My Honourable friend who spoke for the commercial
community instead of taking up that item. of taxation in this J>.illwhich refers
to the consuruors and the poorer classes of people takes up only the item which
affects his interests and his economics. The question of the Gait duty is left
altogether out of considerat.ion. The salt. duty affects people in general and
the poorer people in particular, and yet lily friendc;- ..-

THE HONOURABLE Mn, SHANTIDAS ASKURAK: Yon move an amend-
ment and I will support it.

THE HONOUR\BLE Sm A. P. PATRO: You may come with an after-
thought now when T charge you with that indiscretion. Here is the position
of the salt tax and the postal duties. These affect the people, the common
people, the common consumers, whose interests WEl have to safeguard, and
yet not a word was said in defence of the cause of the poorer classes of people.
Again, what is the duty to be levied on long staple cotton? Rs. 50 to Rs. 55
lakhs, distributed over orores of rupeeH. The Indian cotton mill industry
is a protected industry in our country. Having received protection as against
foreign competition and receiving all the advantages therefrom and yet to
clamour that. they are not able to contribute Rs. 50 lakhs a year to wipe out,
the deficit of the Government passes my understanding. I ask my friend
what is the quantity of long staple cotton that is imported into this country ~
Of course, the figures vary, he says. But if I am not wrong, it may be about
700,000 bales more or less. As he, a person who is fully acquainted with the
facts of the mill industry, is not able to give the figures definitely, I do not
venture to suggest that this figure is coned, but even if it is 700,000 bales of
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I  do 8ay is that the Bill has been so ably and cautiously devised that I h«re
no hesitation in saying it is in the best interests of the country.

Sir, my friend raised thje question that the ratio should be revised.

T he  H onourable  thb PRESIDENT : You need not trouble about that
matter. It is absolutely irrelevant to the Bill. .

The H onoitrable Sir. A. P. PATRO: I am only touching on it, Sir,
because he raised the point. It seems to me to be quite beside the point and
it is not necessary to discuss it here in connection with this taication Bill:
There is no doubt whatever that the credit of India now stands so firm and
stable because of the position which we have got in connection with our ex-
<3hange and in view of the necessary deficit and the necessary additional funds
to bo found for the purpose of recouping the deficit, the suggestions made
in the Finance Bill are absolutely necessary and I support the Bill.

T he  H onourable Mr . A. J. RAJS-MAN (Finance Socretary): Sir, I
do not intend to make a long spooch. Nor do I propose to traverse the poli
tical argu nents which were advanced by MembOTs of certain Parties on the
basis of which they had decided not to participate in the debate. I shall
therefore confine my remarks to a few points dealing with the Bill made by the
various speakers.

The Honourable the Leader of the Opposition spoke of 100,000 tons of
sugar from Java already afloat. The Honourable Member is a business man
and I should like to know how much he would be prepared to pay for the
sugar which, he says, is alreadj*̂  afloat. I can point out to him on the one hand
something which is a definite ascertained fact, namely, a deficit in the current
year of between Rs. 2 and Rs. 3 crores. As against that, he asks us to cast
our sugar upon the waters and hope that something will turn up to cover the
gap which we anticipate in the coming year. I am afraid wo cannot follow
that advice.

T he  H onourable  R aj B ah adur  L ala  RAM SARAN PAS : Did I
not tell you that 100,000 tons of sugar was already afloat from Java. Is that
wrong ?

T h e  H onourable Mr. A. J. RAI&MAN: It is wrong. There is no
reliable evidence for that sta.tement.

T he  H onourable R ai Bahadur  T ^ a  RAM SARAN DAS : Have you
made inquiries whether or not I am right m my statement ?

T he  H onourable Mr. A. J. RAISMAN: We have been watching tl»
position and 100,000 tons of sugar has not yet been put on the waters for
Itî iWa, counting up the whole of the last 14 months, bi fact, I may say not
for two years up to the present day. If you take all the sugar for India that
was afloat during that period, it would not come to half that amount.

T he  H onourable R ai Bahadur  L ala  RAM SARAN DAB : Well  ̂
ajQother six months will prove whether I am right or you are right.

The H onourable  Mr. A. J. RAISMAN: The Honourable Member
made a categorical statement about the amount of sugar afloat at this moment.

I shall go on to the Honourable Mr. Hossain Imam whom I must compli- 
mtmi on hi« (Study of all the most recondBte and complicated aspects of finanqpf
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I must say that if I wore a layman  ̂I should shudder at attempting to master
these exc^ingly complicated and subtle points and I am free to admit that
I could not answer straightaway on the floor of the House some of the questions
which he put to me. The reason is that those questions have a considerable
history behind them, that they are usually linked to other larger matters
and that taken by themselves, they do not bear th  ̂ solution on their face.
It is often found that they have been settled against some other adjustment
in another part of the field, and in ordor to dead with them, you have to go
into the yhole history of the thing. I have no doubt whatever that the Burma
Monetary Arrangements Order made such provision as to cover every possible
debit or credit due to either Government. I cannot say otfnand whether the
particular point which he mentions is diroctly me-t in that Order, but I am
prepared to assure him that it was a factor that was taken into account. He
spoke about losses involved in the rotum of surplus rupees. It must be
remombc r̂ed that when rupees are issued, and particidarly at times when the
price of silver is such that the intrinsic value of the rupee is lower than its
nominal value, which usually is the case, there is a profit. If it subsequently
transpires that the quantity of silver rupees in circulation is more than the
actual needs of the country, then it is the business of an honest administra
tion to withdraw those rupees and cash in the loss. Just as they took the
profit when they issued the rupees, they must be prepared to cash in the loss,
to take the loss, to accept the loss, when those rupees have become surplus
to requirement, and that is why th© R(>sorve Bai^ Act contains provision
enabling the Re serve Bank to hand, in any year in uhich it found it advisable
to do so, that Rs. 5 croros to tho Government. You may if you like talk of
that as leing a loss. I regard it as a nocesary incident, the necessary ac
companiment of an honest currency policy. For the same reason, I consider
that the fact that the institution of a Reserve Bank has led to a fall in the
profits which the Government formerly made from currency is a tribute to
the integrity and the impartiality of our policy. As everybody knows, it is
the eari -st thing in the world for a Government to make profits out of currency.
But we have established a more or less autonomous currency authority,
and we are content ourselves now with receiving from it a certain share of the
profits which it makes on a very conservative method of working. It is true
that those profits are lower than what accrued to us when we ourselves were
the currency authority. But it is claimed, on the other hand, that the great
advantages that have accrued far outweigh tho loss to central revenues.

The H o n o u r a b JuE M b . H0S8AIN IMAM: The expenses of manage
ment have gone up to Rs. 1 crore. Formê rly they were in the neighbour
hood of Rs. 40 laklis.

T he  H onoxteable Mr . A. J, RAT8MAN : That is true, Sir, It is a more
elaborate organisation.

In regard to his remarks about exchange, I have only one thing to say*'
and that is, that in so far as he Virought it in from the point of view of the etfect
on the revenues, I woidd like to point out to him that the etfect of a policy
which is often advocated by critics of the Government would be to make it
necessary for us to raise a matter of Rs. 5 or Ra. 6 crores of extra taxation
because the effect on our revenues woidd be to increase ou  ̂ expenditure bŷ  
something of that order.
. Thu H onoueable  M e . HQSSAIN IMAJ4 : Increase in the custom*
income due to increased valuation would oounterbalanoe it.
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T he H on o u ra b le  Mr. A. J. RAIBMAN : Thftt is a much mor© rolpvaut
fact than any of the emallf.r adjustments to which he drew attention. The
Honourable Mr. Shantidas Askuran criticised the cotton duty and I have
no quarrel \iath him for disliking this duty because he belongs to the class
which is affected, but I have a grievance against him for the tone of his remarks.
I think that whereas you may 1̂  a champion of the interests winch you represent
and may oven be a valiant fighter on their behalf, you should also r<imember
that those are limited interests and should rofrain from attributing unworthy
motives t  ̂the people you criticise. And this brings mo to his romnrks about
Sir James Grigg who is not here to spciak for himself. But, for one reason,
I feel glad of that, because I feel that I am in a better position to talk about
his administration than any other person here. I have be(:n in almost daily
association with him for the last five years. T believe Sir James Grigg to be

very groat man, one of the greatest men who ever came to this country.
He is certainly the most dynamic personality that ever handled the finances
of this country. But that which has struck all those of us who have worked
in daily contact with hint has been his extraordinary integrity and singleness
o f purpose. When iSir James Grigg takes up any question, ho takes it up
entirely from the point of view of India and he never lets go of that point of
view, and in my experience there have never been more valiant or doughty
figlitors of India’s cause vis-a-vis His Majesty’s Government than Sir James
Grigg. (H*mr, hear.) To accuse the Penance Member------

T h e  HoNOTmABLE Mr . SHANTIDAS ASKURAN: The methods, the
policy, Sir. I would be the last person to accuse him personally.

T he H onourable Mr . A. J. RAISMAN : To suggest that the increase
in the cotton duty was imposed in the interests of Lancashire is so fantastic
as to bo entinJy meaningless. I for one cannot believe that anybody who
has any experience of Sir James Grigg can persuade himself of the truth of
that statement. An aspersion or suggestion of that kind might have had
some substance in the past in the case of British administrators who have
come to India. But it is utterly devoid of the slightest grain of substance in
the case of Sir James Grigg who in matters of this kind is the most honest
administrator that could possibly have been er^loyed. There is one more
thing which I should like to add. Sir James Grigg was a permanent civil
servant before he came to this country. All his instincts and his experience
are connected with sound administration. Now what is usually exposed to
the public view in the case of a Membea* of a Government is his policy. The
majority of people know nothing of the day-to-day administration of his
department. But the remarkable thing about Sir James Grigg is that the
same spirit of integrity, courage and singleness of purpose has inspired his
hwidling of the day-to-day administration, with the result that he has conti
nually grasped the nettle wherever he has found it and has insisted on putting
everything that was unsatisfactory in the administration on a proper basis.
There is at least as much if not a larger side to Sir James Grigg’s activities in 
the administrative sphere than anything which has come to public notice in
the sphere of policy. I mention that because most ^ople Mill agree that
whereas there is always room for differences of opinion about the policies
pursued, everbody agr^s that the administration must be sound and efficient
with no room for shUly-shallying in that sphere.

There is only one other small point I would mention before I ait dc
and that was the question alluded to by Sir Ramunni Menon about the i 
free slab. I intervened to remind him that a person whose income was
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Bs. 2,000 would pay no taz, and he aaid he was aware of ihat. Nevertheless
he went on to talk of the condition of a man whose income was Rs, 2,000.
But the size of the slab which is tax-free has nothing to do really with the
exemption limit. You may have an exemption on incomes up to Rs. 3,000  ̂
but in calculating the amount of tax that should be levied on incomes above
Rs. 3,000 you might calculate it by reference to everjrthing above the first
one thousand rujiees of income. The ideal to be aimed at is a smooth line
which shows a progressive smoothly increasing burden of taxation according
to ability to pay, and you may produce that effect by taking into account
some of the income bf low the exemption limit. That does not, it seems to
me, to carry any inference in regard to the point at which incomes should be
exempted from tax. I have nothing more to say. Sir. (Applause.)

T h e  H oN O iniAB LE t h e  PRESIDENT : T h e  Q u e s t io n  is  :

That the Bill to fix the duty on Balt manufactured in, or imported by lAnd into» 
certain parts of British India, to vary the incidence and rate of excise duty on khandsari 
sugar leviable under the Sugar (Exciee Duty) Act, 1934, to vary certain duties leviable
tinder the Indian TarifT Act, 1934, to fix maximum rates of postage imder the Indian Post
Office Act, 1898, and to fix rates of income-tax and super-tax, in the form T e co m m e n d e d .
by the Qovemor General, be tcOcen into consideration.**

The Council divided :

AYES— 27.

Bewoor, Hon. Mr. G. V .
Buta Singh, Hon. Sardar.
Charanjit Singh, Hon. Baja.
Ohinoy, Hon. Sir Rahimtoola.
Das, *Hon. Rai Bahadur Satyendra

Kumar.
Devados54, Hon. Sir David.
Ghosal, Hon. Sir Josna.
Gorwala, Hon. Mr. A. D.
Govindachari, Hon. Rao Bahadur K .
Haidar, Hon. Khan Bahadur Shams-ud-

Din.
Hissamuddin Bahadur, Hon. Lt.-Col. Sir. 
Hydari, Hon. Mr. M. S. A.
Ismaiel Alikhan, Hon. Kunwar Hajee.

JagdiHh Prasa4, Hon. Kunwar Sir.
Khurshid Ali Khan, Hon. Nawabaada.
Lai, Hon. Mr. Shavax A.
Menon, Hon. Sir Ramimni.
Muhammad Yakub, Hon. Sir.
Mukherjee, Hon. Sir Satya Charan.
Nanak Chand, Hon. Rai Bahadur I ^ a .
Nihal Singh, Hon. Sirdar.
Patro, Hon. Sir A. P.
Puckle, Hon. Mr. F. H.
Raisman, Hon. Mr. A . J.
Russell, Hon. ^ir Guthrie.
Sobha Singh, Hon. Sardar Bahadur.
Stokes, Hon. Mr. H. G.

NOES— 12.

Askuran, Hon. Mr. Shantidas.
Das, Hon. Mr. N . K.
XalikaT, Hon. Mr. V . V.
Kunsru, Hon. Pandit Hirday Nath.
Mahtha, Hon. Rai Bahadur Sri Narain.
Mitha^ Hon. Sir Siileman Cassum Haji.

Paatulu, Hon. Mr. Ramadas.
Ram Saran Das, Hon. Rai Bahadur Lala.
Ray Chaadhury, Hon. Mr. Kumarsankar.
Roy Cfeowdhury, Hon. Mr. Susil Kti!ni«r. 
Sapru, Hon. Mr. P. N.
Sinha, Hon^ Kumar Nripendra Narayan.

TM Motion was aik^ted.
dauses 2 to 4 were added to the Bill.
Schedule 1 was added to 4̂ he Bill.
Clanae 5 was ad<led to >tb6 Bill.
Schedule II was added to the ̂ U .
□•use € was added to the Bill.
Oatiae 1 vas added to the Bill.
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The Title and Preamble were added to the Bill.
T h e  H o k o u b a b l e  M b . A. J . RATSMAN : S ir, I  m o v e  :

“  That the Bill, in the form recommended by the Governor GeneraU le  paflsed/* 
The Council divided : .

AYES— 27.

Bewoor, Hon. Mr. G. V.
Buta Singh, Hon. Sardar.
Charanjit Singh, Hon. Raja.
Chinoy, Hon. Sir Rahimtoola.
Das, Hon. Rai Bahadur Satyendra

Kumar.
DovadosR, Hon. Sir David.
Ghosal, Hon. Sir Josna.
Gorwala, Hon. Mr. A. D.
Govindachari, Hon. Rao Bahadur K .
Haidar, Hon. Khan Bahadur Shams-ud-

Din.
Hissamuddin Bahadur, Hon. Lt.-Col. Sir. 
Hydari, Hon. Mr. M. S. A.
Ismaiel Alikhan, Hon. Kunwar Hajeo.

Jagdish Prasad, Hon. Kunwar Sir.
Khurshid Ali Khan, Hon. Nawabzada.
Lai, Hon. Mr. Shavax A.
Menon, Hon. Sir Ramunni.
Muhammad Yakub, Hon. Sir.
Mukherjee, Hon. Sir Satya Charan.
Nanak Chand, Hon. Rai Bahadur Lala.
Nihal Singh, Hon. Sirdar.
Patro, Hon. Sir A. P.
Puckip, Hon. Mr. F. H.
Raisman, Hon. Mr. A. J.
RusBell, Hon. Sir Guthrie.
Sobha Singh, Hon. Sardar Bahadur.
Stokes, Hon. Mr. H. G.

K O E S -12 .

Askuran, Hon. Mr. Shantidas.
Das, Hon. Mr. N. K.
Kalikar, Hon. Mr. V. V.
Kunzru, Hon. Pandit Hirday Nath.
Mahtha, Hon. Rai Bahadur Sri Narain.
Mitha, Hon. Sir Suleman Ca^sum Haji.

The Motion was adopted.

Pantiilu, Hon. Mr. Remadas.
Ram Saran Das, Hon. Rai Bahadur Lala.
Ray Chaudhury, Hon. Mr. Kumarsankar.
Roy Chowdhury, Hon. Mr. Susil Kumar.
Sapru, Hon. Mr. P. N.
Sinha, Hon. Knmar Nripendra Narayan.

STANDING COMMIITEE FOR ROAI>S, 1939-4 .̂

T h e  H o n o u b a b l e  t h e  PRESIDENT : With reference to the announce
ment m ade by me on the 22nd March regarding nominations to the Standing
Committee for Roads, I have to inform the House that the Honourable Sardar
Buta Singh, the Honourable Mr. Susil K um ar Roy Chowdhury and the Honour
able Mr. M. N. DaJal have since withdrawn their candidature. As there now
remain the following three candidates for three seats I declare them duly
elected :

1. The Honourable Mr. R. H. Parker.
2. The Honourable Rao Bahadur K. Govindachari.
3. The Honourable Kumar Nripendra Narayan Sinha.
I have also to announce that the election to the Central Advisory Council

for Railways will be held on Tliursday, the 3Cth instant immediately after
questions, by means of the single transferable vote.

The Council then adjourned till Eleven of the Clock on Thursday, the
30th March, 1939.




