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COUNCIL OF STATE. 
Thursday, 26th November, 1981. 

The Council met in the Council Chamber in the Council Houie at 
Eleven of the Clock, the Honourable the President 'in the Chair. 

QUESTION AND ANSWER. 

EXEMPTION FROM INCREASED IXCOME-TAX OF ALL GOVERNMENT SERVANTR 
WHOSE PAY IS SUBJECT liO THE CUT OF 10 PER CENT. 

THE HONOURABLE DIWAN BAHADUR G. NARAYANASWAMY CHETTI: 
(i) Does the cut in pay of 10 per cent. include income-tax? 

(ii) Is it not a fact that the increased rate of income-tax apt>lied to all 
o~cers from 1st April, 193!. 

THE HONOL'RABLE SIR AUTHUH McWA'rTER.3: (i) The cut in pay 
wilJ include the increases of income-tax proposed in t.he Finance Bill n()w~ 
before the Council of State, both by way of surcharges on existing l"I\~8 
or by way of imposition of taxation for the first time on salaries of Rs. 1,pov 
to Rs. 2,000. 

(ii) The inQF88sed rates of income-tax m the Finance Bill will apply 
from the 1st April, 1931, but it is proposed to issue Ii notificati~"'Pder 
the Indian Income-tax Act exempting from the proposed lDcreased income-
tax of all Government servants whose pay is subject to the cut. 

INDIAN FINANCE (SUPPLEMENTARY AND EXTENDING) BILL. 
, ~ 

THE HONOURABLE Sm ARTHUR McWATTERS (Finance SeCl'etar,y); 
Sir, I beg to move that the Bill to supplement the Indian Finance Act, 
1931, and to extend the operation of its temporary provisions, in the form 
recommended by the Governor General, be taken into consideration. 

I do not think, Sir, that it is necessary for me this morning to enter 
at any great length into an explanation of the details of the Bill now before 
the House. In the first place, the taxation being of an emergency nature 
had to be framed ine~tably on broad and general lines, and I think: that 
all Members df jihe House are sufficiently acquainted with it. In the 
second place, the Bill has been before the country for a month longer 
than has been the practice in the past with Finance BiDs. Indeed, we 
are within a day or t,,·o, fiS usual, of the end of thE' extended 'period. I 
wish to-day t6 address myself rather to the more general quelltions of 
principle whiCh underlie this legislation, for I think the House will require 
to be satisfied, in the first place. that an emergency exil>ts of such a nature 
and of such gravity as to jUl\tify the very unusual procedure which has been 
adopted, the procedure of introducing a Finance Bill in the middle of 
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a financial year-a Bill imposing very heavy new taxation, in addition to-
the heavy taxation which was imposed last March, and a Bill w~ich pro-
poses to cove~ a per~~of 18. mont?s. In the seC?nd place, I thmk that 
the House WIll reqUJ~and IS entItled, to be satIsfied that Government 
have done all that was possible" in the way of reduction of expenditure, 
so that the gap which remains to be filled by taxation should be as small 
as possible.' 'l'hese are the two main principles to which I wish to address 
myself 'this morning. 

First of all, as regards the emergency, I do not really think that any. 
one disputes it or disputes its gravity. . To go back to the real causes of 
it we have to go back very far, to the war and to the legacies arising from 
the war. But it was possible two years ago t,o trace the first definite SIgnS: 
of an impending crisis when the heavy fall in prices started which has 
proceeded with gathering momentum until a short time ago. Last March, 
the position was still, as we admitted, very obscure. But since then the 
fall has proceeded with a precipitate rapidity which was unanticipated 
by anybody.. The first point which I have to make, then, is that it is 
a world-wide, Qrisis, a crisis which has involved not only trade and Gov-

> , ernment budgets but also currencies all over the world. It is scarcely too. 
much to say that every country in the world is fighting now for the main-· 
tenance of ordered society aBl we know it and, indeed, for the mainteIl.ance 
of civiJization. 'l'hat, Sir,' is the' positIon, and, as I have said, I want 

·.to qm¢l.asise that it is world-wide and India cannot expect to stand out-
side it .• Indeed, there is only one feature in the position of India which is 
peouli6l'; and that is that it is in this very difficult financial and economic 
crisis that we are considering wide, far-reaching schemes of constitutional 
reform. That alone ought to induce greater caution. A country like India 
'dep~t in the main upon the export of international commodities and 
Taw' materials was bound to feel the first and direct effects of the faU 
in prices; b;ut I think it is fair to say that a country like India, where 
the wealth ,of the country is created from year to year from the soil, 
should be one of the first to recover as Roon as the tide turns. It is then, 
Sir, a world-wide crisis. 

The second point I wish to make is that the action which Government 
•. proposing is the same 8S all Governments that can are endeavouring to 
tD.ke throughout the world. They have realized that the only thing t;o. 
do in a situation of this kind is to re-establish their internal position as 
quickly as possible to prevent them drifting further into the morass. 

Now, Sir, the extent of the difficulty which confronts us can be 
measured by the extent to whioh our budget estimates of last March have 
had to be revised. As the House knows, we anticipate that there wilT 
be a deficit this year of about 19! crores and a similar deficit can be anti-
cipated next year if expenditure and taxation remain the same. FGr the 
two years' together, there is It gap of 39 crores to be made up. That, Sir, 
is I think sufficient proof that immediate action was necessary. And as 
regards the point' that the Bill has been framed to covel" a period of IS' 
months there. are two points. First of all. to have. paased taxation for 
six m~nths only woul~ have create~ greater uncertainty, uncertainty in 
the mmds of the busmess commumty. It would have meant that im-

. port", would have been held back an.d. clearances from bond would hll.ve 
ceased.. Nobody would have been oertain that thl;! taxation ·would be· 
continued beyond next March, and in fact we should not have got the 
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money. 1'hat is the first reason, and the second and more important 
reason is that,as the very object of the whole of this action is to re-
create confidence and to restore credit, the advantages of framing your 
programme for a longer period are very definIt-~nd direct. That, Sir, 
is all I wish to say on the subject of t9-e emergency. 

I now turn to the second point, the· question of Government's action 
in reducing expenditure. Now, I make bold to say that sit months ago 
no one would have believed it possible that so much could have been done 
in the direction of reduction of expenditure as has been actually achieved 
in these six months, and I think it is only right that on behalf of Govern-
ment, and particularly on behalf of the :Finanoe Department, we should 
express our thanks to the Members of both Houses and to the public who 
have given us such great assistance in achieving this result. Speaking 
broadly, we have been able, excluding for the moment Railways, to effect 
a reduction of about 10 crores in the civil and military expenditure. That 
includes the heavy cuts in pay which, I regret to say, we have had to 
impose and it also makes allowance for compensation which will have 
t<> be given to officials who are retrenched. But J think the"Rouse will 
require to know in a little more detail what has been done.V/.,e circulated 
the other day a great mass of papers, but it is not alwayseQiy to get a· 
true perspective and I should like to give the House very briefly a sum-
mary of what has been done under the different hellds. First· of 811: as 
regards the Army, the Budget for next year is being framed on,i basis 
of -46'65 crores, which is 5: crores less than the Budget for the- eUlTen.t' 
year. It really is a reduction of 5i crores, because there are cenai!1 un-
avoidable items of new expenditure, for instance connected Wi~& the 
Indian Sandhurst, which have to be included in next year's budget. The 
pointl that I wish specially to make is that that reduction has been :~ie,!-, 
ed first of aU by a cut in pay which amounts to 140 lakhs, of ~ 75 
lakhs come from King's Commissioned Officers, another crore has been 
obtained by postponing the equipment programme, which leaves 310 lakhR 
whioh may be classed as items of real retrenchment, and oithese only 
245 lakhs can be sllid to be of a recurring chllracter. I think it is im-
portant that the House should keep those figures in mind, because it. is 
easy and dangerous to assuni~ that by ,a mere stroke of the pen the Army 
Budget can be cut down to 46·65 crores. I have shown exactly what.~;. 
involved and how far some of these cannot be treated as recurring saving'!. 
In the seoond place, I take the Railways. . There the recommendations of 
the Sub-Committee are being carried out to the fullest extent aJld the 
savings from measures already in progress amount to over 5 crores in 
addition to over 2 cr<>res in cuts in pay. Also it is proposed to appoint 8 
further expert Committee to deal with technical working of the Railways. 
I'mentioned the large amount of savings on Railways, particularly because, 
although the working ·expenses of Railways do not come. direC!tlv into the 
.General Budget, they do in fact affect us directly thr~ugh our Ways and 
Means and now that the Railwav contribution has for the mOlllent disap-
peared, it practically means t}lIi.t, Railways are not meeting at all the 
redemption of their own railway debt. Then, . as regard!' the Posts and 
Telegrs,phs, here again there was a special Committee and the recommenda-
tions of that Committee have been accepted practically in full. It involves 
immediate savings of about 16·4 lakhs, but. the Committee quite rightly 
.fIddressed themselves to ultrrnate and pennaneJlt eco':lomiell which will 
take some little time to carry out. In addition of course there is a large 
cut in the pay of officials serving in the Posts and TelegraphR. I then 
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come to the general civil heads which are covered. by three CO~lD1ittees, 
the Gweral PurpOie8 Sub-Committee, the Co~mIttee on P?,bl.lC Works 
and Audit and the Cofi)lnittee on Stores, StatIOnery and Prmtmg. The 
reports of those ConniUttees including the first interi~ report of, the 
General Purpo&es Sub-Committee recommended economIes of 201 la~s 
and we ar~ . .giving effect to 160 lalli,. that is to say, 90 per cent., whI~h 
ipvolves a reduction of 24 per cent. m the gross expendIture covered oy 
those reports. Further, on the items which have still to be repo~d <!n 
by the General PU.rposes Sub-Coromittefe ~-e hav.e pl~s I~ady w~~h wIll 
involve further savmgs of 142 lakhs, that IS dealing WIt~ Items ".hlCh are 
not as directly su.sceptible of easy retrenchment as th~ Items~hICh were 
naturally first selected bv the Committee, but on the Items WhICh can be 
subjected to retrenchment the percentage of reduction is 13 per cent., and 
taking civil expenditure as a whole the -savings of 322 lakhs amount to 
17'6 per cent. of the total expenditure under review. I think t~ose 
figures alone show the magnitude of wh'at has been done in the tIme, 
but the real point wqich I wish to make by giving these figures to the 
house is thil,l,· that it would not have been pl)ssible to give practical effect 
to more J:etrencbment within this period and to take credit for m.)re 
would simply hllove meant that we would deceIve ourselves and deceive 
the public; it would amount to this that we would be presenting an un-
balanced budget. 

~r ~ 

".,' Therefore, Sir, I hope the House will agree in view of what I have 
said IQ-fal' that an emergency exists which justifies the special action 
"'hibh· we 'are recommending to the House, and secondly that we have 
done our best to cover the gap so far as possible within the time by 
retreachment, 

, ... -- . 

NQw, Sir, I turn fol' a moment to the details of the Bill. In the first 
plnce I would call attention to the fact. that we are able to save one 
<.trore this yesT and one Cl"ore next year by abolishing the system of credit 
sales of salt. That is a procedure which is of an administrative character, 
but is pl.lrticularly justifiable in a year like the present. It will mean 
that at the end of next year we shall be obtaining the normal amount from 
salt and shall get an extra 2 crores within the special period in which we 
~re trying to make emergency arrangements. - The other point which I 
wish ~omention is as rega.rds the revision of postal rates. The figure in 
t.he Bill as presented to thiS House for the letter rate is 11 ann as and not 
It I\Dnas as It was when the Bill was first introduced in the other House. 
The. rate .for post can;Is is i anna. For the rest the procedure adopted has 
been to Impose It umfonn surcharge of 25 per cent. on all taxation other 
than export duties. A few articlelil hllove been selected in the customs 
tari~ whicf for special re.a~ns were considered suitable for higher and 
speCial rates, !U!ch a", artlfimal silk,· boots and shoos and c.amphor and 
e~ectrie bulbs, ~ru} in tQe Case of sugar we haTe adopted the recommenda-
tJ,OD ?f the Tari1' Boar<} and .haveraised .brpwn sugar to the same level of 
t~xatlOn,as white stl.gar. .l"IJ)QUy, there-*re three items that were pre-
"IOllS)Y on the free hst which have now bean, made subject to duty raw 
cot.ton at half anna per pound, and dyes and machinery at 10 pe; 'cent. 

I am quite well aware, Sir, that criti~~ may be expected of many 
of t~e~ proppsals, and a gOO<! deal of crItICism has been heard already' 
but In Judging theJP I think it is l)eeess.ary to remember all ~e time that 
they were emergency arrangements and that the main object of them 
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W~s to spread the burden, the inevitable burden, as widely as ~. 
When the amendments on the paper are moved it will be pos&i for 

. us to give some further explanation as regards any particular items . ut 
as regards amendments generally, the House will of course understand. 
that as this is a recommended Bill it win not be possible for me to accept 
Itny amendment. But I do not want the House to think for that reason 
tb;t the discussion of the Bill to-dav is SIDere formalitv. In the first 
p-Iace, as I said, we expect criticisms and I also expect that we shaH 
receive some useful and practICal suggestions as regards new or alternn-
tive taxation; and though it is not possible for me to accept amendments, 
we are at 1\ time when it. is necessary to look ahead as regards taxation. 
With the reformed constitution ahead of us it will be necessary to explore 
every possible avenue, and every suggestion that is made to-day will, I 
can assure -Honourable Members, be most carefully considered; and the 
flecond point I wish tc make-and one which is equalJy important---is 
that the House by supporting this Bm wi11 be taking action of a very 
direct and definite value. The whole object of our procedure is to restore 
confidence and improve credit and by supporting this Bill the Council" 
of State will be doing a great deal to help to restore that confidence and 
to impro~e the country's credit. (Applause.) 

THE HONOURABLE MAJOR NAWAB SIR MAHOMED AKBAR KHAN. 
(North-West Frontier Province: Nominated Non-Official): Sir, before I 
begin my speech on the Bill under discussion, -I would like to say a few 
words. by way of expla?ation to take the. deba~e at its very staJ:t. Bri~fl.1 
speakmg, I had no WIsh to open tbe dISCUSSIon to-day, but I 8lD damg 
so in compliance with the unanimous verdict of both the elected and 
nominated Indian Members of this Honourable :ffiluse. I ca!I.Dot say 
whether I will be in a position to acquit myself according to their expecta-
tions or not; though I had a very short time at my disposal to prepare 
myself fur the task, I will try my level best to put my case as lucidly M-
it is within my power to do, and I hope that I will not fail in discharging 
the duty entrusted to me to the satisfaction of my colleagues. Now, Sir, 
putting it in a simile form, I would like the Members of this House to 
take the Honourable the Finance Member as a doctor, and his ways and 
methods of handling the country's finance as his diagnosis and prescription 
fOll_ the disease from which his patient, i.e., the Budget of the Government 
of India, is suffering at present. As a matter of fact, Sir, the most im-
portant process in the treatment of patients is to have a oorrect diagnosis 
of the dmease from which the patient is suffering. In case it is taken 
correctly and the remedies applied for happen to be the proper ones, the 
patient proceeds towards reoovery at once, and, if otherwise, the disease 
from which he is suffering develops to a serious stage in a very short 
time. 

Now let us see what the Honourable the Finance Member in the capa-
city of a doctor has to say about his patient's disease. For this purpose-
we will have to revert to the patient-chart, i.e., the Budget Speech 6£ 28th 
Febl'ua-ry last in paragraph " of which the Honourable the Finance Memo 
Iter Qbservell: -, ,- - " 

-- "So far ~s Ildflcerns itOseeondi\iions which normanyaffeet our -Indian estimates, 
tiler, is n~ adv8#1!e of whleh tA:I complain. Crop' .turing the-a.gticnltural ~ 
1~-30 _wen f.airlr-good andtJsemonaoqn of 1930 WlIa generally Dormal, producrng 
6n the whole, 8at.~factor?l re8ults." 
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~het on in paragraph 12 of the same speech he remarks : , -
"E~rts have kept up well in volume and the total imports have not declined 

to a degree appreciably out of proI,'ortion to the drop in the value of the exports." 

According to him t~~refore the decrease experienced in the Bu'dget 
for the last year was not.8O .U',iuch due to any remarkable disorder in the 
ilxports or imports of the cOuntry as to some other reasons which he 
ciassifiesas: . 

(1) General fall in prices, 
(2) Political disturbances, and 
(3) The weakened confidence in India 'as a field for investment. 

To explain these reasons it will be better to quote the actual words 
:)~ the Honourable' Member, in which he holds them chiefly responsible 
for the deficit in question. Paragraph 9 of his speech under reference 
closes with the words: 

"She (i.e., India,) ha.s felt the severity of the fall in the case of what she has 
to sell but has not obtained a corresponding advantage of the fa.ll in prices of what 
all.. hal! to buy." . 

Paragraph 13 particularly lays down that 
"Although the course of external trade may have been mainly governed by 

('conomic causes, internal trade has suffered disastrously as a result of political dis-
·.:urbances. " 

Paragraph 14 contains the statement that 
"The implication of the movement have weakened confidence in India as a field 

for investment both at home and abroad and this has led to a decline in the prices of 
Indian 8ecuriti98, both Government and private, to a lack of credit for traders and of 
capital for new enterprise and to a steady export of capital from the country. 

-This is a brief summary of the diagnosis taken by the Honourable the 
Finance Member of the economic and financial condition prevailing in 
India during the year 1930-31, with the inference that the deficit in the 
last year's Budget is chiefly due t<> the reasons stated before. 

Now, Sir, let us see what remedies were applied to remove the defects 
resulting in a deficit Budget for the last year. In the first instance he 

., was glad t<> announce a reduction of 1·75 crores of rupees in the military 
expenditure and a retrenchment of 98 lakhs in the civil expenditure, 
aggregating to 2'73 crores against the deficit of 17·24 crores, vide para-
graphs .30 to 42 of his speech under reference. To make up the remaining 
deficiency of 14·51 crores, new ta;xes were proposed by way of increase in 
the rates of income-tax, super-tax and custom duties on liquors, sugar, 
etc. Surcharges were levied at 2, per cent. to 10 per cent. Schedule, 5 
per cent. to 15 per ('ent. Rchedule, 10 per cent. to Luxury or {30 per 
cent. Schedule). 

All these measures of reduction in civil and military expenditure and 
increase in the existing income by means of new taxa.tion were adopted 
t<:. have a balanced Budget at the close of the current year .. But what 
is the result, :Sir? The Honourable the Finance Memb~r tells us on the 
29th Se'(ltember last that the Returns of the first five months of the current 
financial year will fall short by at least Rs. 10 crores. The Income-tax 
will he deficient-by I} croresand the salt tax by something ahout 8 lakbs. 
All . this aggr~tes to 11·82 Cl'ores and apart from this the traffic returns 
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·on 'railways are showing a very disquieting position and all this at 8 tiine 
when the monsoons are considered to be satisfactory and the-political 
.disturbance at a stop after the truce between the Congress and the Gov-
~rnment. 

What ill the inference then that can be drawn "frQm this position of the 
.country budget 1 Will it not be this that eitller the reasons of the financial 
~rises as taken by the Honourable the Finli~. Member are not correct, 
or the remedies applied .against .them are not the proper ones. Doubtless 
it is either of the two, and to my mind it is the remedies that have not 
proved effective in their operation. Three principal reasons have been 
attributed to the fall in the last year's Budget. Of these the second 
~me, i.e., political disturbances, are no more for the present moment at 
least. The first and the third. therefore demand the immediate attention 
of the Government, and it is in this line that we ought to proceed more 
.carefully and cautiously. In order to meet these we ought to take a. 
lesson from the past experience. Our experience of the last 5, months 
shows that the proposed reductions to the extent of 2'73 cror~ in the 
military and civil expenditure along with abnormally enhanced rates of 
income from all sources have not been found efficient to produce the 
.desired result of balancing the Budget for the current year. On the 
contrary we are, faced with a further deficit of 11' 33 crores only within 
<1 period of five months against expectations. It follows therefore that 
the -methods adopted some six months back to improve the financial posi-
tion of the Budget have not turned out to be of any benefit and in view 
Df the results obtained I do not thil,1k that the' only remedy to better the 
cWldit~on of the country 'sfinance lies in resorting to slight reductions in 
Government expenses and enhancing the rates of t.hose sources of income 
which are already ·proving a burden to the general public. I submit th~re
fore that some substantial and permanent method should be adopted to 
meet the situation created by the economical depression in the country. 
Increase in taxa.tion has not proved fruitful up till the present moment and 
:it cannot be expected to prove so even in future. 

I Rill sorry that I cannot agree with the Honourable the Finance Mem-
ber's view desiring the public to appreciate that the Government are not 
so much increasing the total amount of taxes levied as providing, by in-
creasing the rates, for collecting the same amount of revenue. ' Nominally 
it may be the same amount of revenue but in'reality it is not, ?ecause on 
llccount of the fall in prices the rupee has a greater purchaSIng power. 
At the same time, the burden of taxes is much greater because' also of the 
decline in the national iooome for according to Findlay Shirras the national 
income in 1924 stood at Rs.' 32,600 millions, whereas in 1929-30 it has 
come down to 28,090 millions 'of rupees. Since then the fall must have 
been even IHrger. The retrospect has been. gloomy and the. prospect is 
feared to be more so in view of tbe followmg: (1) The addItIOnal taxes 
imposed during the war still l'em~in. (2) Additional. taxes imposed !o 
cover the deficits of 1915-1922 still continue. (3) Nothmg out of ilhe gam 
from exchange since 1922, from fall in prices, fr~~ the approp.riation of 
eurrencv reserve,' from automatic savings on milItary expenwture has 
gone to' the relief of the tax-payer. (4) As already pointed out. by m.e 
while discussing the General Budget on the 7th MQr~h last, SIr. BasIl 
Blackett in his Bud~et speecl~ for 1925-26 had the franknev to a~~llIt that. 
.. the level of taxatIOn here IS mnch above the'" Bre-war ligure. The 
H~nourable Sir' Arthur McWatters duri1;lg his ..evid~nce before the Currency 
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ColDlllittee was a.sked the question, "You think taxation is undesirably 
high?" and he replied, '··1 do". In spite of all this the country is asked 
t.o submit to more additional taxes to the extent of 4·10 crores in the 
Budget for 1930-31, Rs. 14'82 crores in the Budget for 1931-32 and 
Rs. 9·38 cr.()res in the second Budget for 1931-32. Now Sir, India is an 
agricultural country and consequently the wealth or pov~rty of the people 
mainly depends on the prices of their agricultural produce. When the 
prices experience a general fall does it not mean that it adds of itself an 
increasing and real burden to the people paying the existing taxation? 
Taking it in another way, Sir, it may be shown that the tax revenue from 
principal heads in 1921-22 was 64·77 crores und the Calcutta index number 
of prices was 178, whereas the tax revenue £.rom principal heads in 1930-31 
is 73·49 crores when the Calcutta index number of prices was 101 in Decem-
ber, 1930. Measured in terms of the rupees of 1921-22 the taxation of the 
Central Government in 1930-31 is equal to 129·5 crores showing an increase 
of 99·8 -per cent. since 1921-22. Against this tne expenditure to-day is 
higher th€m that in 1921-22. It was 143 cr-ores when the Calcutta index 
number of prices was 178. In 1931-32 the expenditure is 136·94 crores 
when the Calcutta index of prices was 93 in July 1931. Measured in 
terms of the rupees of 1921-22 the expenditure of the Civil Government 
in 1931-32 is equal to 262·1 crores showing an increase of 119'1 crores all 
compared with the expenditure of 1921-22, or stating it in another way, 
what you could get for a rupee of 16 annas in 1921-22 you can get agricul-
tural produce of that quantity for 8 annas 4 pies to-day. It is therefore 
that I respectfully submit that in view of the serious fall in national income, 
particularly from Agricultural produc~, the present is the worst time for 
additional taxutioQ.. and I Hm afraid it will n<lt result in a satisfactory solu-
tion of the present day fin'ancial trouble. We have a precedent in tlie caRe 
of the additional taxation of 1920 and 1923 which was levied to cover the 
deficit and not to provide for remission of contributions and, yet, in spite 
of that, the surpluses since 1923 were not ut.ilised for the relief of taxation. 
On the other hand, the Meston Committee did not say tha·t the Central 
Government should impose additional taxation in order to remit contribu-
t.ions. Similarlv Sir Walter Lavton has not recommended that the Central 
Government should create by additional taxation a surplus for distribution 
to the provinces.. ~ 

Under the circumstances I am afraid the· imposition of additional 
taxation as, proposed will simply !lggravate the economic situation. It 
is neceaanry, therefore, to ,increase the agriculturist's purchasing power. 
by lowering the prices of manufactured goods and not by raising them 
by increasing the customs duty. By doing so you will be acting in 
aecordance :with the advice of Sir Walter Layton, who says that the 
standard ra'te of duty of the Indian tariff,i.e., 15 per cent., with 30 pt;lr 
cent. •. on luxury goods is already .bigh for s mamly sgricuItlll"81 
country like India. But what is the state of affairs in practice? 
The ~xation Enquiry Committee in its Report, paragraph 502, 
made '8 few recommendations. Far from RffOl'ding relief to 1ibe over-
burdened Ill~ by carrying out, those' reeommendations. the customs 
duty on cO'b.vention~1 necessities such as sugar, kerosene oil and matches 
have been increailiJlg! ,No reduqtion has ,been made in the value of non-
jpd.icial 8.t~mpa,.t' c~)Urt. fees; Thedu~ on ~h~ery..ison ~he 'inerease, 
lilthoughlt IS p~vmg-.l~'!:rrlOUS t.(). agrIculture '8Ild industnes.' Other 
protective dut.ies are b~~4g~~ewed from year to : year 'at t.he cost of the 
consum~. --
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Such a state of a~airs has resulted in the present finan~ial crisis, to 
meet which I would like to place a few of my suggestions before t,he 
House. These, if acted upon, are sure to bring about the desired reBull> 
of getting a way through the present difficulties. In the first instance, 
I would suggest more reductions in the civil and military expenditure 
bringing it to the pre-war level of 1913-14. This, I think, is most ex-
pedient in view of the general fall in prices. Since the present day figures 
of expenditure were reached on account of increase in the cost of living, 
it stands to reason that the present day decline in the co~t· of living owing 
to fall in prices should also be taken advuntage of by effecting a corres· 
ponding reduction in t,his expenditure. Now these expenses are incurred 
for the sake of Europeans as well as Indians in service, but as ;t is in 
the interest of India to curtail her expenditure, I think the Indian element 
ought to submit to the sacrifice demanded of them without any hesita-
tion. This action of theirs will even induce others to follow their example. 
Although I 'know it full well thnt for the present nt least it will be 
difficult for the Europeans to fall back on their inconie8 of 1913-14, but 
if they agree to submit to the necessity of the hour, their sympathy wit,h 
the country they claim to bring on a par with the r'est of the world in 
p;vilisation as well as financial ~tatus will no doubt be highly appreciated 
by the Indian nation. By resorting to the level of pre-war expenditure 
there can be asnving of 33·00 crores of rupees from the civil and military 
expenditure only. The military expenditure in 1913-14 stood at 31'89 
crores, whereas during the year 1931-32 it ha, reached the sum of 5363 
crores. 'fhe civil administration in 1913-14 coat us only 5·15 crores, 
whereas it costs us now nearly 16t crores in spite of the fact that the 
provinces have. taken over several functions. 'l'he question of effi~ 
ciency is sometimes advanced as an impediment in the way of falling 
back upon the pre-war expenditure. 'fhe Government of India was 
running quite efficiently before 1913 :with its expenditure of those days. 
'~'ince 1920 it has made over certain functions "to the Provincial Govern-
ments, for instance, irrigation, famine insurance and industries. It 
ought, therefore, to reduce its expenditure with the exception of legitimate 
increase ~ the p.ation-building departments in the areas directly admi-
nistered by the Government of India. Even in the areas administered 
by the Central Government there is a sufficient margin for reduction in 
non-nation building departments. For i~tance, Delhi Province has a 
Chief Commissioner although its area is smaller than that of a district of 
the l>unjab. In Ajmer-Merwara there is a Chief Commissioner and a 
Commissioner as well. I think it will be better if Ajmer-Merwara is 
amalgamated with Delhi Province under the charge of the Cpief Com-
mi.ssioner, Delhi Province. By effecting this amalgamation the1'e can be 
a . considerable saving of the emoluments of a. Chief Commissloner and a. 
Commissioner. At the same time the question of creating new provinces 
should be left out of consideration as the finances of the COUJ.;ltry does not 
permit this. arrangement. On the, .other hand the newly created provinces 
should be ~-ama~garnated with their old province in order to re<\:!ce 
the expendIture~ . 

As regards··Railways, I fail to understand why ever~· .. ra~way serv~Ifli 
is allowed 8 certain numbt;lr of free passes. I do not thmk t,hey receIve 
lower salaries as compared with the' other departments .• The s)'stem of 
tree passes should be discontinued alf:ogether.. The frequent use of 
railway saloons and reserVed oouipartments should be'diseoniiDued during 
the period of financial stringency. When the Prime. Minister of. Englaad 
is t,ravtllJing by underground railway. there clfl60t be llIly rea8Dl1 for the 
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use of these saloons and reserved compartments by the officials at large, 

° .~ especially the junior railway offic~rs. The companies run the 
":.tB'itways always at a profit but since the State has taken over their 
management these are reported to be running at a loss, the obvious 
reason being its top heavy overhead charges. 

Th.ere. is no need for the up-keep of dsk bungalows, P. W. D. 
bungalows. railway rest houses and circ::uit houses, all four located in one 
station, and especially when there are hotels in a place. Ambala is a 
typical example of this kind, where there are all these bungalows as 
well as four private hotels. These can be sold out and the passengers 
or officials on tour can arrange their accommodation in the hotels or with 
their friends. 

There is no need for a permanent Tariff Board in view of the finan-
cialstringency. In case of any particular necessity a committee can 
be appointed consisting of two officials and a non-official acting honorarily. 
Provincial Go;vernments should be asked to have one Public Service 
Commission for the whole of India. 'rjle Government of the United 
Provinces is selecting its candidates through the aid of the Central 
Public Service Commission, and there is no necessity whatsoever for 
separate provincial Public Service Commissions. 

No doubt income on taxes is generally .on the decr~ase. For instance, 
take the case of Opium the income from which source in the year 1931-32 
has come down to 2 '15 cro~es from a. high sum of 7·84 crores in the 
year 1911-12. 

The general position is that we should vote Governmefft~supplies in 
each department for the expenditure incurred in 1914, and the Executive 
be asked to justify every additional iteruover and above the level of 
1913-14 in this period of national emergency. 

Before resuming my seat I would like to add that I" do not want to 
have a Socialistic Budget in taxing the rich people only. The poor people 
are enjoying as much protection of the Government as the wealthy and 
in consequence there shouM be a universal rate of taxation as is provided 
in the Muhammadan Law. The Islamic Law does not make any dis-
tinction between the rich and the poor, for any person having an income 
of 100 rupees a year is hound to pay 2t per cent. of it or any portion 
thereof according to the amount of his income. When a widow holding 
half an acre of land is asked to pay her quota of land revenue, where 
lies the uniairness in asking a person with an income of 40 rupees a year 
to pay his "quota of taxation, i. c., one-fortieth portion of his income 
according to the Muhammadan Law? After all, the British Government 
has taken thiso,«)untry from the Moghuls and as such they are the 
inheritors of tliaJ; Empire ~hich used to collect taxes in accordance with 
"Muhammadan Law, i.e., a tithe of the agricultural produce and one-
fort.itlth of the capital income. These taxes were levied by the Saracens 
ancr the whole Muslim world and I do maintain that by this method 
of taxation the Oovernment of India will -get more, or at least the same 
amount of "iticome as is estimated at present,from income-tax, super-

" tax and other objectionable direct taxes, without making the rich people 
to be a special target of their taxation. Be it known to the Honourable 
the Finance Memher that the rich man is not sitting idle on his money, 
but he is circulating it by means of investments and employing labour 
to the advantage of the ~ If the Government intend to hit hard the 
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rich people onl!, it means t~e~· are fostering t~e .metho~s of bringinK in 
more unemploJ~nt and ruInmg the country s IndustrIes. Increase in' 
~IDemployment WIll create mor") .ag~tation in the oountry which after aU< 
IS one of the rea~ons held responslble for the deficit Budget by the 
Honourable the Fmance Member in his speech which I had the pleasure 
to refer to at the very commencement of my speech. As I am a nominated 
Member and thi~ present Bill is a certified one, unfortunatelv I have 
no ot~er alternatIve but to vote for it, but I cannot express my feelings 
for dOIng so. At the same time I would request the Honourable the 
Finance M~mber th~t the policy of always' increasing the crushing and 
o.verburd~nIDg taxatIon sho~ld be abandoned at the earliest possible 
opportumty. And now I wIll ask my friend Mr. Basu and the Honour. 
able Lala ~m Saran Das to advise' us with their expert opinion, and I 
hope they. wIll prove their mettle in dealing with this subject. 
.. THE HONOURABL~ MR: E. MILLER (Bombay Chamber of Commerce): 

SIr, whatever our VIews m regard to this supplementary Finance Bill may 
be, I feel sure all Honourable Members of this House must sympathise 
with the Honourable the Finance Member in the very unple9s&llt task he 
?as had in fmming the Bill. 

Now there is no doubt whatever about my feelings in regard to the Bill 
nnd had it come to this House in some other and more usual form, I should 
have had quite a lot to say about it, but in view of it having been certified 
by His ExCellency the Viceroy, I feel inclined to sum up my remarks in 
the following few words addressed to the Honourable the Finance 
Member: 

I do not lik.e this Finance Bill. 
For why would take too long to tell. 
But this I'd have you know full well. 
I do not like your lwrrid Pill. 

I say I feel inclined to leave it at that but I do not think, Sir, I can 
l1]]ow the matter to pass quite 0Cl light-heartedly, and although I suppose 
I have got to swallow the pill, I beg leave to offer a few criticisms in no 
unfriendly e.pirit but with the desire to be helpful at some future date. 

First of all I would say that I came here last week armed 
with instructions from the Bombay Chamber of Commerce to oppose the 
-proposal that clause 8 should have any retrospective effect in so far .as 
salaries are concerned, and to demand that the surcharge tax on salanes 
should only take effect from the date the Bill becomeEl law. 

However, the Honourable the Finance Member has explained elsewhere 
that it was the Government's original intention that the proposed sur-
charge of 25 per cent. should not come into effect until ~he date the Bill 
waEl introduced and that it was only wh~ this was 
found impossible under the Income-tax Act in its presen~form, whioh 
provides that any income-tax imposed lDUst apply for not leElS than a finan-
cial vear, that the proposal was amended to a surcharge of 12! per cept: 
for the present financial year and 25 per cent. for the year 1932-33. . 

That being so, and being President and repre!'l8ntative h~re of what I 
believe the Government consider a reasonable and sobe>:-mmded body, I 
do not feet I can reasonably demand something which I am iriformed is, 
under existing conditions, legally imposffible.I hope, however, that ea;ly 
steps will be .taken to amend the present Income-t~ Act, so tha.t ~ot.lOn 
such·8,Q the Bombay Chamber propo!'l8d will be p088Ible should 8 BlIDilar 
occasion arise at some future date. 
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Sir George Schuster has admitted in another House that the retrospec-

.tive effect of this claUI!Ie is the most objectionable feature of the Bill, and 
I agree with him. There is no doubt that it will create distinct hardship 
on man;y, if not all.concerned, to have to pay up for all these months back 
to last April. In considering this the Bombay Chamber were not only 
thinking of its members and their European staffs, but also the Indian 
clerical staffs and other salaried individuals who are of limit-ed means and 
who live from month to month with little or no margin for unforefj8en ex-

• f,enditure. It is no good f./aying they have known of this since September 
and should have been providing for it ever since by putting aside each 
month the equivalent of anotber 25 per cent. surcharge. These poor 
people could not be expected to have done this, but naturally w~u1d be 
much more inclined to think that some remiElSion would be made m regard 
to the back months if ever the surcharge was put into effect, many pro-
bably hoped it never would be enforced. However, the posi~ion is such 
that there seem9 no way of avoiding it and we must accept It, but under 
protest. 

Now with regard to the other proposals for increased surcharge on 
import duties and new duties impofled, the Bombay Chamber of Com-
m-ereeare not satisfied that in e~ety case the measures proposed are the 
best as emergency duties, and they feel other channelfl might be explored 
with advantage. They are therefore strongly opposed to agreeing to these 
in every case for sucb a long period as eighteen months and I am instruct-
ed to requel'lt Government to give this House a definite undertaking: 

(1) That at the time when the Budget is normally presented and 
discussed, i.e., during next February-March Session, an op-
portunity will be given for the consideration of alternative 
proposals for ~aising revenue during 1932-33 other than 
those now enacted, and 

(2) That in the meantime Government will consider and investi-
gate ally sueh proposals that may be put forward by respon:-
sible bodies or individuals. 

I may say that this request comes not only from the Bombay Chamber 
o~ .<?ommerce, ~ut als~ from. the Bom~ay Branch of the European Asso-
OIabon, flO that 1D puttmg thIS forward It must be recognised that it comes 
from a very powerful group and I hope it will receive the full support of 
this House. 

It may also be found necessary at the next Session to reduce fIOme 
import and excise duties, and in this connection it EIOOms to me that two. 
duties that wiUhave to be carefully watched are thof/e connected with 
motor cars 8Jldpetrol. The duties are now so high that they IDUflt affect 
seriously transport and I should uot be surpri~ if ID8JlV of the small 
bus' services, whieh carry from interior villages t.o the' larger centres 
served by the Railways, will have to close down, which will not only cause 
great inconvenience bat have 1\ far-r-eaching effect on trade, railway 
receipts and developmeut generally. It W~ suggested recently by Sir 
George Rainy at the Railway: Conference, woen the raising of freight rates 
was discussed, that it might be advisll~le in. 1!IOtde instances to eTen, redtie$ 
rates in order to m'aintain the toDJltl~ .fMl'ried, fWfid I beHe""e it woultfpil.Y Ute 
GoVemrneIrli to· reduoe the motOr CtIIt' aDd petrol taxes to beloW' thoBe 
obtaining in April last. In doing flO, however, I would recorruneOO tha.t 
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the Govern~ent O! India shou~d seek the co-operation of Provincial Gov-
e;nments WIth a VIew to ensurmg that any reduction made by the Central 
Government -sho~ld. not b!" taken advantage of by Local Governments to 
~nhance taxes wlthm their control. Under the propoliled taxes none but 
the we~lthy will be able.to use motor cars except when urgently necessary 
for b?smess rea !;1()DS , whIle the demand for new cars will practically cease 
to eXIst. .' . 

With regard to retrenchment, I have made 11 rather hurried examina-
ti~n of the Committee's recommendations in their interim report and I 
thmk wh~re t~ese have not been accepted by Government in full, the 
rCason& gIven m most cases have been most fair and rensonable. In some 
cases, however, I think the Committee in their anxiety to cut down ex-
l-)euditUl'~ have quite. failed. to appreciate the importance of maintaining 
the effiCIency of certaIn services. Any proposals connected with the deve-
lopment of the country, as for in&tance Agricultural Hesearch. and the use 
of modern 'methods for the improving of crops lind the cultivation of 
fallow land, should be encouraged with a view to their activities being 
utended, so that the ctlUntry may reap the full benefit when trade COIl-
ditions improve. On the other hand a subject that E.teems to have escaped 
with a very light blow from the axe is Education, the cut recommended 
being most inadequate, and this calls for further serious inve&tigation. 

Civil Aviation haEi received a severe blow and in these times the 
foolish policy of reserving this as a "key" industr,v Hnd confining it to 
Indian enterprihle should be thrown overboard and t,he service should be 
extended all over India bv whatever method is available. 1'£ Indian firms' 
come forward, bv all meims let them be encouraged, and in this connec-
tion Messril. Tatas deh'erve the fullest support in their attempt to tlstablish 
a Karachi-Bombay-Madras service. I hope the Government will noli 
let this opportunity pas& merely for the sake of effecting some small eco-
nomy, but rather have the big idea and the vision to see that not to en-
courage this venture would be a retrograde step which ma,v cost the country 
more in the long run. 

In matters of thi& sort and all other forms of opening up communica-
t.ions, we cannot afford to lie back and await' better times. It is not & 
b~sine~ proposition- to ado~t thi& resigne~ attit~de. The means must be 
found Just as any large busmesli' concern IS finding the means to develop 
<luring this slack period, so that the country may be ready to take full 
lldvantage of whatever is offering when an all-world revival take~ ,rlace. 
I believe this will come sooner than many expect and at any rate It IS the 
line and policy we should work on. 

. U wail suggested by an Honourable Member in the· other HouEle that 
the Bqdget should be balanced by loans, which propo~al the Honourable 
the Finance Member quite rightly rejected. But havmg balB~ced. o~ 
Budget a.ad maintained. our credit in the eyes of the worl.cl. I th'nk It 11'1 
qui'e a fair hu&iness proposition to recom~end tbe ftoa.ti~ of. loan.s for 
specific development schemes, such as openmg up commuDlcatI<?DS In the 
interioz and fostering all agriculturnl activities. If the. ~oun~ lEI to ta.ke 
ber p~per place·in the world of.oommerce w.hen conditlOns Imp~Te. t~e 
'Present dull period mua be titled for constructive work, otherwise India 
\\'jl} be left behind iD the race. -' 

Que point ID~e aJld I have done, and I Bm afra~d thi!'l co~ment of mine will be unpopnlar with the Services to which I am referrmg. . amongBt 
whom I like to think I count many friends of long years standmg. My 
remarkB are connected with the 10 per cent. cut to which they have agreed 
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but which will first take into .account the increased iI1come-tax before the· 
dedl1;ction i& made. I think the general feeling is thai in consenting to this 
9uahfied c';lt., these Government officials have not entered quite so fully 
mto t?e spint of retrenchment as is generally the case in other cirCles. I 
do thmk that a flat 10 per cent. cut in the&e days of stringency is not a.n 
unre~sonable proposal, particularly as the cut is to be the first charge to 
be WIthdrawn as soon as the financial poffition permits. 

In conclusion I would ilPpeaJ to all Honourable Members of this House 
to pas& the Bill as recommended by His Excellency the Viceroy; times 
are critical find although we may not see eye to eye with the' Government, 
I thin~ in the interests of the country and her credit we shouldsuppon 
the BIll and the Government. 

THE HONOURABLE MR. BIJAY KUMAR BASU (Bengal: Nominated 
Non-Official): May I say, Sir, at the outset, that if Lord Irwin admonished 
us with whips, it was left to His Excellency Lord WiIlingdon to chastise 
us with scorpions. Is it not tragical, Sir, that in the COurse of a year 
we have been confronted with two Finance Bills, both of which were 
thrown out by the Assembly and both of which were certified by the 
Governor General? In March last, Lord Irwin, at any rate, went some. 
way,-be it ever so little,-to meet the wishes of the Assembly; On the 

. present occasion the Assembly has been curtly and sharply dismissed, with. 
the remark.: .. You shall not make any cuts, because we shall not accept 
any." Puttfng it,Sir, in a blunt way, this means that all the Govem-
12 N ment were willing to do was to allow the Members to indulge 

OON. in some oratorical gymnastics. H tha.t is the attitude of the 
Govemment, if that is the attitude, at a time when, we are asked to 
believe, great and far-reaching reforms are on the anvil, I can only say 
that either the Government take the legislators to be a body of nincom-
poops or that they themselves are sufiering from an utter lack' of humour. 

Proposals cal0ulated to balance the Budget preceded the suspension of 
the gold standard in Great Britain. Here, in India,. our efforts to balance 
the Budget followed the suspension of the gold standard. In Britain the 
late Chancellor of the Exchequer sought to derive considerable satisfaction 
from the fact that whatever other adverse developments might be in store, 
sufficient safeguards had, at any rate, been taken to avoid any inflationary 
tendencies at home. It was, so to say, a case of posthutnous satisfaction~ 
In our case, the fear of inflation has been somewhat of a penultimate 
warning. In fact, in the very opening paragraph of the Finance Mem-
ber's speech emphasis was laid on the itnportance of maintaining the 
intrinsic soundness of the internal financial position and Sir George Schuster 
opened his address with a warning that "once a country's _currency is cut 
adrift from the moorings of a stable standard, such as Gold, it is parti-
cularly necessary to avoid getting into any sort of inflationary position 

,resulting from a failure to balance current expenditure with ourrent reve-
n.ue. " This, then, is at once the rais<* d'·etre and the keynote of the 
emergency proposals which are now under discussion. I would therefore, 
I think,' be entirely justified if I applied to Sir, GeoFge Schuster's Budget 
this supreme criterion: if his proposals are accepted,' is that a snfficient 
safeguard against any possibility of inflation? I may pose the question 
in another way, is the way in which the Budget is now sought to be 
balanced, the correct and scientific way? Is this'balanciDg, a real balanc-
ing, or only a make-believe, an. eye-wash, a mere "dallying with false 
sumUse." 
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'!'he position, Sir, simply stated, is this. The estimated deficit in the 
current year is 19·55 .crores against which the new provisions are 30 lakhs 
by retrenchment, 60 lakhs by cuts in. salaries, 1 crore by anticipation of 
salt revenue, Y·11 crores by new taxatIon, and 37 lakhs by increased postal 
and telegraphIc charges. These measures are expected to result in a total 
improvement. of 9·38 crores; so that the deficit at the end of the current 
year would be reduced to 10·17 crores. So far as the next financial year 
is concerned,against an estimated deficit of 19·50 crores retrenchments 
are to provide 7 crores, cuts in pay 1·90· crores, anticipation of salt revenue 
1 crore, new taxation 14'10 crores, increased post and telegraph charges 
73 lakhs. The improvement thus expected comes to a total of 24·73 
crores. So that the year is expected to close with a surplus of 5·23 
crores. Taking the deficit of 1931-32 and the surplus of 1932-33 together, 
this two-year Budget is expected to result in a deficit of 4·94 Croles. Now. 
how has it been met? The Gordian knot at this stage is cut by reducing 
the contribution to the fund for the Reduction or Avoidance 'of Debts by 
2·47 crores in the current year and a like amount in the next year. This 
is the Budget, in brief outline. On the face of it, it is clear, that in spite 
of all these tall claims made on behalf of retrenchment campaigns, in 
spite of the mU<lh-advertised sacrifices of Government servants through cuts 
in salaries, in spite of new taxation, which for these 18 months are to 
fetch in nearly 22! crores it required a raid, on the sinking fund even for 
the mere technical balancing of the Budget. We have been familiarised 
by Mr. C1;lurchiIl, once Chancellor of the British Exchequer, with this 
expedient of raiding sinking funds. Nevertheless. while procedure of this 
kind is obviously unscientific and even positively dangerous, I have special 
reasons to take the strongest exception to this unwholesome practice. In 
my speech in the spring Session, I urged a strong plea for a more intelli-
gent and a more appropriate utilisation of the debt redemption fund with 
a view to strengthening the securities of Government. The appeal that I 
made on this behalf, fell on deaf ears. ;Strangely enough, the same appeal 
was addressed to the Government under more importunate circumstances. 
In the case of the last sterling loan the under-writers were left with a 
considerable amount of the issue in their hands, and the loan declined to a 
heavy discount. The under-writers made representations to tlie India 
Office, that in a situation like that Government should step in and support 
the market. The under-writers did not rest content with this appeal, but 
at the same time a warning was given to the Government of India that 
unless the London market was assured in regard to a policy of active support 
to securities as when prices showed undue sagging, London under-writers, 
would rather not touch Indian sterling issues at all. Even this warning 
was of no avail. The Government have stuck to their position that the 
fund should be no more than a dead weight on current revenues. We, 
therefore, still rontinue to provide in our Budget on the usual basis the 
appropriation for the Avoidance or Reduction of Debts, though by the 
wav, the fund neither avoids nor reduces our debts: what happens to it? 
-what practical use is made of it? Whether for all the resul~s prod~ced 
this appropriation is at all necessary or useful ?-these are questIons whlCh, 
even at the risk ~f horrifying financial puritans here and elsewhere, I must 
make bold to ask during these times of financial stringency. If there is 
to be no intelligent utilisation 'of the large sums set apart for,this purpose, 
I for one would say, now and here, let us h~ve no more of this mock 
gesture. Let us wipe out the ct>ntribution altog~th('l'. Let us not saddle 
ourrent revenues with this burden. Let us in a word make up a good por-
tion of the deficit by dispensing with a futne provision; when it is 
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remembered that the provision for reduction or avoidance of debt cQmes to 
nearly 14 crores for these two years, the relief that would coIriefrom .. 
eancellation of this provision, should certainly be deemed considerable. 
If this is done, the combined results of the two years will not tie a deficit 
of 4·94 crores but a surplus of 9 crores. New taxes to this extent could, 
in such circumstances, have been lightened or the over-taxed senior offi-
cials of the Government, instead of facing cuts in salaries, could have 
been given a few more increases or a few more allowances. 

I would, therefore, urge that either the contribution to the Debt Re-
demption Fund should be entirely wiped out or the entire amount" kepi 
as it is subject tc> the important proviso that this fund should be utilised 
directly and actively for the support of securities as has been demande\~ 
by me in this House, by the Honourable the Deputy President in the 
Assembly, by the investors in the London market and practically by every 
banker in this country." 

On an answer to the issues I have raised the answer to my first quea-
. tiOl~ _i.!l regard to iB1lation largE-Iy depends. 1£ we decide-and I have no 
doubt" in-m'y own mind that we should so decide--that the provision for 
reductiOn or uwidance of debt is essential in the interests of the integrity 

"ahd stability of Government'8 credit and if the Government agree and 
undertake to utilise this fund for open market operations in the securities 
market, it follows that a Budget balanced by raiding the Sinking Fund 
cannot be said te be truly balanced. On the other hand, if we decide that 
the provision is no longer necessary as it has never been availed of to the 
best advllJltage, we may then consider that the Budget i!' not only balanced 
but overba.lanced. I shaH leave this part of the discussion here. 

I should also from thc point of view of inflation arising from maladjust-
ment of current revenue with current expenditure, examine how far the 
new taxation proposals are likely to yield the results anticipated. I will 
readily concede that Sir George Schuster would have taken special care 
to see to it that in his estimates of additional revenue from increased 
taxation, he has suitably provided for a reduction in consumption. B~t I 
must confess that I cannot shake off the fe:U' inspired' by my most ele-
mentarv knowledge of the law of diminishing returns. Indeed, so 
obsessed am I by this factor that I cannot but give expression to my 
apprehension that Sir George Schuster may find hinlself in regard to th~ 
new taxes of his Budget in the same position in which he found himself 
as regards those of the last Budget. I would consider that the better part 
of wisdom lies in being forearmed, or at any rate, being forewarned, 
against the likelihood of a short faU of say Rs. ;) crores. This means, 
therefore, tha1t even if the heterodox interference with the Sinking Fund 
be winked at, the Budget could be said to be balanced only if Rs. 5 crorea 
are kept somewhere up the sleeve. The problem thus analysed affords a 
final and conclusive emphasis on the need for further exploration of the 
avenues of retrenchment, a less tender heart in regard to cuts in bigger 
salaries and an ~xamination of the soundness of the cuts that were carned 
out by the Assembly. 

Tm: HOl'm:;Il.Ul,l,l, MR. G. A. NATESAK (Madras" Xominated Xon-
Official): Sir, ha.ving regArd to the circumstances in which this Bill has 
been brought before WI, J may say at once that I shall vote in iti! sup-
port but I propose to take full advaBtage of the exhortation of the Hon-
ourable the Finance Seoretary that we should give our criticisms and I 
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propose to do th;t to" the full freedom that I have ~enetally ~~j~yed in 
tbis House (\Vcn us ~ nominated Member. I shall give five cntlClsms of 
this Bill : - - - -

"(1) Several of t.he Budget proposals are antagonist.ic to ~he -in-
terests of India and we are confident that they will not 
produce the anticipated revenue. 

(2) It is an eas,. matter to raise all taxes by 25 per cent. but to 
get 25 pe"r ('ent. more by so doing is no more e8SY than to 
draw milk from a dry cow. 

(3) Sir George Schu8ter's Budget is a bad Budget by the test that 
its whole effect would seem to be to reduce the volume of 
tmde from which revenue comes. 

(4) The Budget is bad again because it ensures that huge sums of 
money will go intQ private pockets while the . Excheqller 
remains empty . 

. (5) Inc~omc ·tax has been raised by unheard of percentages ma 
single yeo.r." 

These five criticisms are sentenceB taken from the", Statesman whose 
Editor is the I.E·adur of the European Group in the Assembly and I 
think they cllrr.y their own comment. I will not therefore dilate on 
them. . 

Sir, refe!.'ence h:lf. bef'n made to' the retrenchment proposals. As one 
who has ;;erved on a Uetrenchment Corilmittee in the humble capacity of 
Chairman, mny I say that I voice not only my views but the views 'of 
others when I say that we are sorry that full effect has not been given 
tQ all the retrenchment proposals. 

It seems to me that it is positively unfair for the Government of 
India, constituted as it is, to be saddled with all the responsibility for 
framing' 3 Budget and for meeting the deficit. As things stand at pre-
sent, the Army is consuming a lot of our revenue. I am sorry I have 
to :make these remarks in the absence of His' Excelhmcy the Commander-
in-Chief. 1 had thought he would be present, but I' hope nobody will 
accuse me of saying things in his absence. Sir, the Commander,in-Chie{ 
himself has inherited a system which has, if I may gay so, proved most 
~urious to .the beRt interests of this cOllDtry. I 0annot possibly recon-
cile myself to tbe 8tat.ement, even though it comes from the mouth of 
the Finance Secretary or of the Finance Member, that all possible re-
trenchment haR been efff'cted in regard to Army expenditure. For over 
half a century it has been our cry and that has been echoed by some of 
the most honoured men. who have occupied the mORt f.rominent place in 
Indian politic3--Some of them, alas! !l-re no more-that the Army in 
India is always maintained in excess of the real requirements or' 'the 
country, tl!at' the syste'l1 by which soldierg are recmited is one which is 
to the advantage of the pockets of Great Britain but ruinous to the 
pockets of the Indian tax-payer. I ain not sure, Sir. that if another" 
Inchcape Committee was again appointed, the. will not hr. able to effect 
further retrenehmeTjts in the Army expenditure. The facG is that when-
ever this 1uestion of the Army in India is considered, the interests of 
India have more often been sacrificed and I fear that if the nresent 
aj!s,tem .of Govermnent is tc continue;'therewi1l be saerifices of India;8 
,nter~t in the future also. There hils been ,11 reference made t-o the cut. 
in .. pay and as my Honourable friend Mr. Miller h(l.s· referred to it, 1 
should Iikf', as a member of a Retrenchment Committee,' as one who 
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has played his own bumble part in p~blic life, t.o protest against the 
manner in which this cut in pay has been effected. Almost all the 
Committees-probably with the exceptioll of one-suggested a graded 
.cut ·in pay, but the Honourable the Finance Member, for reaso~ best 
known to himself, htls not adopted that course, and .the result IS that 
we have got a uniform 10 per cent. cut and exe~ptlOn from the. sur-
charge on income-tax for the higher officers adds pOignancy to the SItua-
tion. 

Sir, it has been said repeatedly that this Budget should be voted more 
to preserve the credit of the Gov:ernment. of ~dia. The J<~inance 
Minister who thinks that he has achieved this object by producmg IJ, 

balanced Budget ,and by showing a surplus makes the greatest mistake • 
of his life. If you wish the country's credit to be sound, you must have 
contentment and prosperity, and more than anything e~se the loyalty of 
the people.. You may try to have :a balanced Budget; you may .try every 
measure, every policy, but let me tell you in all seriousness that you 
will not tlllcceE'ofl in making the people outside India believe that every-
thing is sound here, because you have produced a balanced Budget. 
With the agrarian . situation proving most troublesome, with a discontented 
popUlation, with large masses of the people living on bare sustenance, 
.and more than anything else, with the intelligentsia of the country, 
strongly supported II,}' the people who are bound to stand by them, be-
>cause they are tbe:l' own kith and ]tin, crying aloud for a remodelUng 
of the system of Government, which will give them. ~, proper place iD 
the adminiRtration of the country, you cannot possibly say that bec&1,UIe 
you have produced a balanced Budget, the credit of the country is sound. 
Believe me, you are going about it in the wrong way if you think that a 
balanced Budget alone means credit for the Government of India. Sir, 
] do not think: any I'm-posc is served by non-official Members harping 
upon this matter. 

I see this is a Budget for 18 months. May I say that to me the on\y 
1>olution is that in those 18 months everybody should wish and pray that 
the present constitution of the Government of India is radically changed. 
With a Government of India constituted as it is, utterly irresponsible to 
the Legislature, no good can be done. You can have a splendid, a great 
:md noble Viceroy with past experience of two Provinces where he hllo8 
.earned fame and popularity, you can have the best Indian representa-
tives to ad~ise. you in the. Coun,?il, but all. that is of no avail if the pre-
sent constltutl~:mul maehmery ]S to contmue. I hope non-officials and 
Ro~ourable Members opposite and everybody who is a real friend of 
IndIa and every Britisher who wishes that the British al1iBnce should he 
(lol',)tinued will do his very best to see that the death knell of the present 
system of the Government of India is rung and that a new era of respon-
Ri?le Gover~ent is br~ught into being. If you do that you will be a 
fnend of Indlll and a [riene of the British Empire . 

. THE HONO~RABLE MR. ABU ABDULLAH SYED HUSSAIN IMAM: 
(BIhar and OnsRa: Muhammadan); Sir, may I move my amendment? 

THE HONOUHABLE' 'rilE PRESIDENT: The Honourable Member is no 
doubt awarE that the e.tatutory rules in regard to a recommended Bill 
prevent ~im from moving a. dil&tory motion 11.8 an amendment without 
the sanctIOn of the Member III charge of the Bill. Am I to assume that 
he has received that pe;mliBBion? 
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THE HONOURADI.l·; Mlt. ABU ABDULLAH SYED HUSSAIN IMAM: 
No Sir. Then I will 8peak on the motion before the House. Sir, the 
:ne~ Finance Bill,whicli is before us, proposes to introduce new taxation 
to the tune of 14·8'3 crores. The old Finance Bill of last March imposed 
new taxaticn of 13 and odd crores, making a. total of about 28 crores of 
new taxation imposed in one single year. I am not sayiug that the whole 
.of this taxation will be realized from Indians, becam~e Indians have not 
got the money in their pockets to give, . and they ca~ ver~ well laug~ in 
the face .. Jf the tax-gathClrer. But the BIll as drafted is estimated to Yield 
those sums in a normal werking year. Our annual e.lo:penditure, accord-
ing to the memorandum of the Honourable Mr. Denning, is expected to 
be this year 92·91 crores, leaving aside self-balancing commercial deplll't-
ments. This meQns th!lt we are imposing new tax!\tion of 30 per cent. 
-of the ordinary diflbursement of the Government in a single year without 
.any unusual catastrophe like war, famine or anything else. I challenge 
the Treasury Benches to cite the example of any dc:>mocratic country ill 
the world which has imposed a taxation of this magmtude in an~' single 
year to meflt its orrlinary day to da.y disbursements. The British Gov-
-ernment, whom we should copy and which is always held up to us U.s an 
-example, ha.ve trenti.·d this matter in an utterl;}' different way. They have 
not imposed taxation. including both their Bills, of more than 11 per cent. 
-of their or.linary disbursE-ments. There is a categoricc.l difference in the 
way in which England h~ met this emergency and the way in which the 
British Government in India is going to meet it. Whereas England has 
.:reduced its sinking fund contribution to the bare contractual liability, we 
.are going to pay not only for our own contractual liability of 1·79 crores 
for the 5 per cent. loan.. but we are going to pay 2·13 crores for the 
.railway anuuities nnd about 30 lakhs for the railway siriking fund, and ior 
other loans ai the rate of one-eightieth of the excess on 1923. Sir, while 
England hIlS provided 22 million pounds out of a deficit; of 74 millions 
from ~conomies. we are going to make the magnificent contribution of 00 
lakhs in a deticien<',V of 19·53 cr.>res. We are going to tax India for the 
·composite period of two years, when we are faced witlia deficit of 39·05 
'cror8S, with extr3 tllXation amounting to ~rhething like 22·31 crores, or 
nearly 60 per cent. of the whole amount. England 1& going to meet its 
-deficit of 244 millions by imposing new taxation of 40 millions and 80 
millions, or 120 million pounds, or hlss than 50 per cent. Sir, the Hail-
ways were expected to pay us 5·36 crores, after making allowance for the 
loss on the st.ratcgic lines, but by a stroke of the pen the Honourable 
the Finance Member has absolved them from paying thi,s contribution. 
In a business deal we always receive some value for anything wo pay; 
here we are askl,d 10. ab!,?lve the Railway~from any payment they u,ight 
make to us, but our habihty to pay on theIr behalf is still imposed. When 
the Honourable the I"mance Member was asked in the other House during 
the last Delhi St'8sio'1 to reduce his contribution to this head of Avoid-
ance and Reduction of Debt, he said that the items of contribution from 
Railways. and the redu,.tion .and avo,idance of debt were so closely eon-
nected WIth each other that It was dIfficult to strike out one without ca1.1-
~elling the ot4Pl. This provision for the reduction 'lnd [,voidance of debt 
IS a. c!ill0n o~ so,und finance,. but the !ay in which tt.!' Government of 
India is workmg It: has !Dade it a B?rry Joke. During the year just ended, 
1930-31, our defiCIt. WIthout m!lking provision for this head, was 6.50 
crores,. and alth~)Ugh we were faced with 8 deficit aWl the provision for 
reductIon or 8vOJdan('~ of de.bt was added on to make the deficit from one 
of 6·50 to one of 12·68 crores. Is it sound finane>e that we should 

.) 
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borrow money to make provision for reduction and - avoid~ce of . ~ebt ?" 
What is the use of rl'ducing your debt when you are oontractmg addItIonal 
debts to reduce your debts, and that too in the face of the fact that our' 
Treasury Bills ·are being issued at the unheard of rate of 7'2 p~r cent.? 
We are taking money at such high rates to reduce our debts WhICh we.re-
at something like 5t FE'r cent. (the average for the l!l~t year). Now, SIr, 
I do not under~tand how t.he Finance Member can jut"tify his statement 
on financial affairs when his own remark is, ! 'that the foundation on; 
which custom':l dut\' has been based is fluctuating". This is his first 
remark: and hisv Eecond remark is that the "effects of the-
reduced gold value of the rupee on imports are still unknown, estimates, 
particularlY of customs revenue, are, to say the leBst, highly uncertain". 

We are asked to believe as gospel truth the statement,s contained in the' 
budget statem('nt which according to their author' are like this, unrelia-
hie. And t.he soundness of the financial position is sought to be secured 
by -these make-believe Lrrangements, and the Government cannot accept 
any cuts made in the AllsE'mbly by the representatives of the people. It 
may be of interest to know that not a single elected Member, with the 

-possible -excf'piioll of an Honourable Knight, voted for -the Government 
measure in the Assembly, and even nominated Member!; went against it. 
I am sorry that the Honourable ·the Law Member, who is our Leader' 
of the House, is not here. because I should have liked to be enlightened 
on the point which has been raised by two of our Honourable colleagues,. 
namely, thai nominated Members have got no option but to vote for the-
Government. I ~h(}uld like to be enlightened on the point. I am sorry 
I do not find Mr. Emerson who would have deputised for the Leader;. 
because he is the great authority on _ all matters at variance between 
Government and Indians. The point is whether nominated Members are 
nominated to the House to represent any interest or whether they are-
expected simply to come here and vote for 'the Government. I thought 
that was the duty of the Government official benches. We never expect 
them to look into the merits of the thing; We know that they are here-
for this purpose. 

(At this stage the Honourable Sir Brojendra Mitter took his seat in 
the Council.) 

Now that the Honourable the ·Law Member is here, may I repeat 
my request, Sir 

THE HONOURABLE THE PRESIDENT: I think the Honourable Member 
might continue his !'lpeech. 

THE HONo'JnART.E MR. ABU ABDULLAH SYED HUSSAIN IMAM ~ 
As far as that -point is concerned, it is finished, but I should have liked 
to have a reply. 

Now, as regards the customs revenue, which the Honourable the 
Finance Member is expecting, he has taken into account the increased 
dut.y and 25 per cent. surcharge, but he has not taken into account the 
('qually effective fuctor of 22 per cent. reduotion in the gold ,alue of 
the rupee. It is such lin enormous . thing 'and such R weighty item that 
in the face of its disregard, I do not think it can be claimed with any 
justice that these estimates are reliable to any extent; they might 
flut'tuatc either to the betterment or to the worsening by' considerable 
f;ums. Our income expected from customs increase this year is 4·85 
('rores. Here I must recount a fact which may interest the House. 
Whon the first Rill was on the anVil in the other House, an elected Mem-
her._ 1\ lay Member, made a jlrophecy that the Honourable the Finance 
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~lember instead of realising 136 crores for which he had budgeted would 
.realise 125 crores. Strangely enough I find that, according to Mr. 
Denning's memorandum, we are going t~ realise this year according to 
th~ revised Budget only 125·91 crares, which means that the lay Member 
-of the Assembly went wrong to the extent of less than ·8 per cent., while_ 
the Finance Department with all its paraphernalia of Secretaries, U ndtll' 
Secretaries' and fllnctimlaries ad infinitum went wrohg by 8 percent. 

The aim of the Honourable the Finance Member for the betterment of the 
vield from customs would have been served without imposing a surchargll 
bV the decrease in the gold value of the rupee which has increased our 
c~stomable value of all the articles; on 70 per cent. of articles certainly 

which come from countries outside the British Empire, and on 30 per c~nt. 
probably from the British Empire; because it is a well known fl\ct thJt 
reduction in the gold value of the currency always increRses the internal 
prices. English things would have increased in prices, and we would 
have got the increased customs duty. Our end would have been served, 
ilimply by devaluation of the rupee; and there was practically DO ?eed 
for imposing this surcharge. I will make this point clear by stating that 
the landed cost of 100 dollars worth of goods in February used to be 
ilomething like Rs. 270, plus the 15 per cent. general tax or Us. :nO·8·(). 
"The customable value of the same article today has already increased t,) 
TIs. 360. In addition to that the 15 per cent. duty was increased by 5 
pcr cent.. by the first Finance Bill this year and it has been increased by 
5 per cent. again by the second Finance Bill. We are going to h'1ve 25 
per cent. duty on this article, so it cost 360 + 9O=Rs. 450. So the landed 
cost of commodities in India imported from outside has increased by about 
50 pel' cent. With the decreased purchasing power of India, which has 
heen accepted by the Honourable the Finance Member himself to be very 
great, and which has been so ably dealt with by my Honourable colleague, 

Sir Akbar Khan,-it is high time that the Finance Member should not have 
imposed the surcharge. He cannot go on levying enormous duties by the 
simple expedient of increasing taxation. There is a limit at which people 
will give up buying things. I will just cite the examples of five items 
which are selected from the list, which prove conclusively that the law 
of ciiminishing returns has intervened and has taken away all the good of 
increasing taxation by actually making us lose enormously in customs 
-duties. Spirits were expected to give 51 lakhs more than last year, but 
now we expect under it 70 lakhs less, which makes a net loss of 19 lakhs. 
'SiJyer was expected to give us 75 lakhs more; we now expect to Jose 100 
lakhs ; the result is a net loss of 25 lakhs. Cotton piecegoods wprc 
-expected to give us 90 lakhs more, but we are going to lose 200 It.khs on 
that. so that we will be losing in effect 110 lakhs on that. The result 
of all these and other items is that instead of increasing the income {rono 
customs we are decreasing it. I draw the attention of the Honourable tlle 
Finance Member to the returns from customs duty -in October, which i" 
~'Ctunlly less than the income in October last year. Although yuU hlne 
l~creased ~our. c~stoms duty by the first Finance Bill and by the second 
Fmance BIll, It IS actually less than last year, and still vou are budget· 
ing to get a betterm.ent of nearly 5 crores than last .yero-. Our return 
for the seven months has proved that we have not y2t come up to the 
actuals of even last year, and still we are trying to S3.y that our Budg€:.t 
is halanced. As far as I can see I am more sure of there being a worsen-
ing to the extent of 4 crores than a bettermput of 4'85 crores that yeu 
-expeat. You have so increased the customs duty that with theleducea 
purchasing power we are aboslutely powerless to buy goods imported into 



270 OOUNOIL OF IilTATE. [26TH Nov. 198L 

[Mr. Abu Abdullah Syed Hussain Imam.] 
Indin. Here I should like to say something about another statement 
,vhich the Honourable the Finance Member made in the other HoUStl, 
that the reduction of imports will increase our balance of trade. A etate-
Plent of this sort would have looked better if it had come from un 
ignorant Congress volunteer, than from a responsible and experienced 
financier like the Honourable the Finance Member. What is the fact: 
of the matter, Sir? Last year, while our imports were higher than this 
year our balance of trade for five months was· 36 crores; this year our 
'bala~ce of trade for the first five months has come down to 9 crores with 
n reduced import. India's experience, with the exception of one year r 

19~O, hns always been that an increase of imports has always been followed 
hy increased balance of trade. 

The Honourable Sir Arthur McWatters justifies the introduction of 
this Bill for ]8 months on the ground thnt if he had not done this the 
eustoms income would have fallen because people would not have taken 
delivery of goods from the bonded warehouses. Well, I can only say that 
,re never expected such statements from Sir Arthur McWatters. 
Customs duties are never imposed for any period: they are imposed not 
for 18 months or 12 months, but for all time, until you take them away. 
And the things you are going to impose for 18 months or 12 months are-
the income·tux and the postal charges and the salt duties. He has given 
no justification for them. 

There is one thing more I should like to say, Sir, that after all thib-
trumpeting and loud acclamation that we are going to have retrenchment 
Hnd retrenchment, what is the result? Weare going to have the ma",anificent. 
sum of 00 lakhs by retrenchment this year. The idea of having a Retrench· 
ment Committee originated in the mind of the Finance Member on the 
28th February, 1931, but he did not take action until the end of May. 
when the first Committee was called into being to divide itsfillf into·&' 
or 7 parts, and even those were not definitely asked to report sufficiently 
('arly to give effect to their recommendations this year. Most of the-
Committees assembled just prior to the Simla Session or during the Simla 
Session. I do not know who is to blame, whether we are to blame or-
the Government Departments which delayed their replies, because I did 
not belong to all the Committees. So I do not know what was the real 
('ause, but most of the reports came into the hands of Government during 
the Simla Session and we had six months in which we could increase the· 
hurden of taxation by 5 crores, but in which we could not effect any 
economies. Why was this? That is the question. Was it because t,he-
Honourable the J!)nance Member, when he brought forward this Retrench-
ment Committee, was himself convinced that all avenues of reducing 
expenditure had already been explored? His idea was that this Retrench-
ment Officer, Mr. Jukes' report would show us where and whv these-
expenses have increased and where they can be reduced. I was sorry to-
find that Mr. Jukes' report was more a justification for expenditure than 
n recommendation for reduction of expenditure. Because the :Finance-
Department was so incessantly hearing the cry of Indians for self-govern-
ment, t.hey (the Finance Department) gave practical Swaraj to all the· 
spending departments of the Government to do what they liked. Sir, 
the Honourable Sir Arthur McWatters when he was introducing this 
retrenchment measure promised to this House that we would be consulte(T 
on any measures that were adopted, but 'we are sorry that we were n&ver-
('onsulted on thls measure and we have not been given any opportlDlityoi 



INDIAN FINANCB (SUPPI:.BMENTARY AN'D EXTENDING) BI~L. 271 

discussing these reports when they have been submitted. I should like, /:)ir, 
that during the next Session, the House might be given an opportunity to 
hav6 a say on this matter. I am not positive that they have explored 
all the avenues bec8UBe most of the reports were written in a hurried 
manner and without going deeply into the thing. Therefore, just 3S the 
Government explored those departments that have not been inquired into 
by the General Purposes Retrenchment Committee, and come to the -
conelusion that 142 lakhs could be reduced in these departments, just the 
same if the Government were genuine in their idea of effecting retrt:lIch-
Illent they could have taken steps, just after the last Delhi Session, to find 
out where and what'reductions can be made, and if they had done that 
we would not be here complaining of non-co-operation of the Government 
with the non-officials. 

~jr, in England a deficiency of 74 million pounds was met by 22 
million pounds reduction and economies That comes to something like 
30 per cent. of the deficit. In India we are going to meet this including 
the cuts in pay by 90 lakhs which is less than 5 per cent. This is the 
eategorical difference between a country governed on democratic lines and 
a country that is a slave to others. 

Sir, as far as this Finance Bill is concerned, the justification for extend-
ing its provisions for 18 months has not been shown. I called the atten-
tion of the Government to the fact that last year although we had a deficit 
of more than Rs. 12 crores we did nothing to meet that deficiency. 'fhi" 
year I am very glad that the Government proposes to meet it. The. only 
difference between us and the Government lies in the method in which it 
should have been met. The fact that the Honourable the Finance Memc 
ber has to replenish his armoury every year with new and better-shooting 

. guns to hit harder and to hit more people, is no argument for the neces-
sity of maintaining this standard of expenditure. There is no doubt about 
the fact that our disbursements' have not been appreciably increased from 
1921-22, rather they have decreased. But the fact is, that the paying 
power of the people of India has been so far reduced that every year you 
have to get better and better arms to shoot more and more people-some-
time~ you are going to hit double the number of people whom you hit 
last year (in the case of income-tax, for instance). All this shows that the 
power to pay is reduced, and as a logical conclusion to that our disburse-
ments too should come down. I am not going to touch on the reductions 
that ought to be made, because that has already to 0. certain extent been 
gone into by the Retrenchment Committees, and these are to be gone 
into afterwards, and we will most probably have a chance of giving our 
opinion in this matter in the near future. But I should have liked the 
Government to have been more willing to reduce their expenditure even 
in thiR year than they are going to do now. The way in which the Gov-
ernment has already treated this House with contempt has been again 
brought into prominence this year too. While the Memberfl of the 
Assembly were called in to be consulted on the necesRity of certifying 
this Bill, none of the Members of this House was deemed fit to be invited. 
to the conclave, and why was this? Because the Government is sure of 
its strength and knows that it can safely disregard the elected Members 
of this House. This is an object lesson to us and we will know how to 
treat those who a.re not powerful enough in the Dext ~onstitution. 

'l'Im. HbNOURABLE MR. Y. RANGANAYAKALU NAIDU (Madras: Non~ 
Muhammadan)! Mr .. Pre~ident, 1 rise to enter my strong protest against 
too manner in which the Government have brought in this Supplementary 
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Finance Bill in its present cer,tified form. Sil', the present Legisla.tive 
Assembly is well-known for its moderation. They have never obstructed 
the GovernJ;D.ent for the sake of mere obstruction. They havL never be~n 
irresponsible. They cut down only 4 crores out of 22 crores demanded by 
the Government. The Honourable the Finance Member was not satisfied; 
he wanted his pound of flesh. He has got the Bill certified. Sir, the 
Legislative Assembly merely did its duty iII! rejecting th~ entire Bill .. As 
elected representatives of the people, they could not allow the I,eglslatUJ\e 
becoming a complete farce. 

Sil', one wonders what the Government is going to gain by this arbitrary: 
action. The Legislative Assembly is discontented because its modera.te 
cuts were not given effect to. Resentment against the Ciovernn,I!ut. is 
daily growing stronger in the country. Loyal citizens are slowly being 
driven into opposition against the Government. In the present ::;tatc of 
all-round economic depression the Government will not realise the amounts 
anticipated under most heads. They may get 4 crores less than what they 
expect. n~venues will fall when there is' popular discontent. The Gov-
ernment could have been more sure of their revenues if they had reEiJected 
the verdict of the Assembly and they would have retained the good will 
of all law-abiding citizens. 

The Honourable the Finance Member intends to ~mprove the financial 
credit of the Government by carrying through this Bill. But I aRk him, 
"Will this certified Finance Bill assist the Government in achieving ·this 
a.im ?" The financial credit of any Government will stand high or low 
in the estimation of other countries, according to the degree of popular 
lmpport at its back. It follows, Sir, th~t the credit of the Government of 
India will rise or fall to the extent they retain or lose the ('onfidenc~ of the 
Indian nation, speaking through its representatives in the Legislature. 

Sir, it is my duty to tell the Government in plain words. what the people 
think about thesc measures of the Government to balance the Budget. 
The nation believes that the Government have been, and still continue to 
he, very extravagant in their expenditure. They are not ,"ery wrong in 
that belief. The Indian Civil Service is the costliest, while the people of 
India are known to be thc poorest in the whole world. Our ArnlY eats 
aWRY an unduly large proportion of the national income. Th~ Government 
pursues a currency policy which is often against the interests of the c~un
try. Our surpluses in prosperous years are utilised for increa::;ing the 
salaries of already ovcrpaid officers or they are wasted in exchange gambles. 
Sir, the people very strongly resent the extravagance and the wasteful ex-
renditure of the Government. . 

Our objection to the present measur03 is mainly based :)"Q two rea80llS. 
The first is that all possible economy has not been effected; the second is 
that the adclitional taxation is too great 11 burden on the people when com-
pared with the very little retrenchment effected. The gen03ral imprl'ssion 
is that the Government have been very half-hearted in carrying out econo-
mies. They have stated that retrenchments would be of a tempora!'.v nnture 
but have remained siIent regarding their intentions about the IldilitioDal 
taxes. Our uniform experience ·has been that any tax, once levied. is 
never given up by the Government, I think I can take it for granted· that 
these taxes are intel)ded to remain. permanently·ss a burden on· the people', 
emergency or no emergency. Sir, we have an additional misgiving •. We 
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fear tbat the Government might stop their efforts at eeonomy as t,hese 
fresh supplies are voted, and go on merrily !lpendiog as beiore, without 
:any thought for the future. 

Besides being an additional burden on the overtaxed people, many of 
the new taxes seem to be positively injurious to the best interests. of this 
country. They faU within no well-known principles of tllution. I.et us 
take the duty on imported machinery. It w.ill be a. very severe Llow to 
the growing industries of this' country. Instead of aiding the deveioprrent 
-of the country's industries and thus creating a source of gt·e11ter potential 
income jn the future, the Go .... ernment is, trying to kill the goose that has 
been laying golden eggs. The Fiscal Commission condemned a. duty OD im· 
ported. machinery as utterly unsound, even as a temporary revenue 
measure. Yet the Honourable the :Finance Member brings in this clause,-
('ertified by the Viceroy, with supreme ;indifference to all tbe arguments 
raised by the Opposition and unmindful of the verdict of the J~egislative 
Assembly. 

The import duty on cotton is another blow aimed at th~ Indian tcxWe 
~ndustry for the benefit of Lancashire. Not content with the preference 
already enjoyed by the British producer by the linking of tIle rupee with 
the sterling, the GC7Vernment are trying to gave furthell help to Lancal'hire 
by this duty on imported cotton. 

The increase in posta-l rates is another objectionable item. The poor 
man's salt is heavilv taxed and he is now denied the benefits of a cheap 
postal system. The· Government might perhaps get some m.)l'€, money but' 
the agriculturist and tho labourer will 10f;e the advantage of fI dwap 
postal service. 

The lowering of the taxable minimum for income-tax to Its. J ,000 is 
~!Oother measure against which I prote>;t strongly. The Honourable Mem-
h~r for Finance, defending this measure in the ~egialatiV:E- Ailsemhly, 
!:Ita ted that this was jUf;tifiable in view of the great fall in thc prices of 
commodities. Sir, at the time' of tha Budget in last March, it dnmnnd 
was made that the salaries of the superior services should be redueed. 
"Then the Finance Member replied that there had been no f:.tll in prip.e~ to 
j~8tify that step. When it js a question of the pay of superior officers. 
priees do not fall. But when the Government want to touch the slender 
pUlses of the subordinate officers and clerks, who are all Indians, the 
Finance' Member gives facts. and figures to prove a phenomenal fall in 
pr*ces. Sir, I strongly object to lowering the taxable minimum for ineome-
1i&x. 

. .... . 
The Finance Member says that he wants aU this lllonllY for the Hi:lke 

of. a ba.lanced Budget. Will these taxes balance the Budget this )'ear, or 
next 'year? No. \Ve cannot have a balanced Budget for two ye!lrR wore. 
I would also ask, "\Vhere is the urgent need to balance our Budgeb now?" 
We were having a series of deficit Budgets for many YGart'\ followmg the 
Reforms. Then we had successive surplus Budgets. India suffe~'E:;d no 
loss of credit during those years of deficit. The heavens did not fnll at 
that time. What will be the serious consequences to India if the Budget 
is' not balanced to-day by this certified Finance Bill? Why should liot the 
Government wait patiently for a while till the presant world depression 
lifts? No Government in the world has attempted to ba!mwe its Budget 
by such heavy additional taxation for a short period I)f emergency. The 
"British Government was borrowing for many years. before. it thought, of 
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additional taxation. When the position grew very serious. they first made' 
drastic retrenchments before levying any new taxes. The :I<'inance Mem-
ber wants us to vote for new taxes even before all poss;ibilities of retrench-
ment are explored. 

I shaH admit for a moment the necessity of balancing our Budget. 
But, Sir, I suggest that the only remedy lies in all-round economy. A 
very great cut should be made in our military expenditure. 1t is my firm 
conviction, Sir, that no one can balance the Budget of the Government of 
India, not even my Honourable friend Sir George Schuster, unless the ex-
penditure on our White Elephant, the Anny, is cut down to its pre· war 
1 e"\"' el. If it is true that our army is not one of occupatie>n, if it is also 
true that it is not maintained solely in the interests of the Empil'~ but 
is intended only for the defence of our frontiers, it should be possible to 
reduer our fighting forces ·and with that our militar:v expenditure t.o a very 
great extent .. 

Sir, the people of India agitated long for a Hefonned Con~titutjon in 
1 P.M. 

the Government of India. The present Legislature was the 
outcome of that agitation. 'I'he country eXRected certain bene-

fits from the reformed Government. Among other things they also expected 
some lightening of the high level of taxation. What has happened since? 
Has life been made more easy for them? No, Sir. Government expendi-
ture has increased by leaps and bounds. Taxation has gone up very much 
beyond the level of pre-Reform days. Sir, the nation asked for bread. 
Would I be wrong in saying that they got a stone instead? Taxes have 
been piled upon taxes; and the present Finance Member hUl; beaten the-
record of his predecessors. Yet, like Oliver Twist, he is asking for more,. 
but without any of that poor boy's excuses. 

(At. this stage the Honourable the President vacated the Chair, which 
. was. taken' by the Honourable Mr. P. iI. Browne.) 

I make one appeal to the Government. Sir, they are irremovable by 
Statute; but I request them to feel and act just as if they were rcpre-
lientatives of the people, dependent upon the vote of the Legislature. We-
nre all havjng hopes of a responsible Government in the Centre, in the 
near future. Let the actions of the Executive approximate to that of th~ 
responsible Government to which we look forward So eagerly. In the good-
will of the people alone will lie the strength of the Government; only by 
winning the confidence of t.he nation wlij their financial stab,ility and credit 
be made secure. -

Sir, when n Government il:i totully unmindful of the wishes of the-
people, the Legislature must refuse . supplies. This course is perfe('!tly 
Jegitimate and it is the only constitutional method by which the re1'resen" 
tatives of the nation register their protest against irresponsible Execu-
tive action. Under the present constitution, however, the Government 
would be totally unaffected. They may carry on by meRIlS of certifica-
tion. But I again repeat my warning. They can never b&lance their 
Bu<lget by certified taxeR; nor can they keep up their financial 
credit, in the, markets of the world. 

Sir, with the fullest sense of responsibility I decline to 11SRist the Gov-
('fnment in carrying this certified Bill into law: and I caU upon lIll the 
Members of t,his Chamber to assist me in rejecting it. 
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THE HONOURABLE SARDAR SURI JAGANNATH MAHARAJ PANDI,], 
(Bombay: Non-Muhammadan): Sir, one cannot approach the considera-
tion of a Bill like this without a heavy heart. For, whatever the finan-cial 
needs and difficuities of Government, the consequences of 
this B~ll passing into law will be obviously disastrous. On 
the other hand, it is equally clear that without the Legis-
lature granting supplies; as have been asked for, it is impossible 
for Government to carryon. 1t is a perfect dilemma for thos who on 
the; one hand are prepared to appreciate the difficulties of the Govemmcnt, 
yet are quite alive t.o the position creat.ed by the enormous schedule of 
fresh taxation. 1 remember to have read the speech of the ex-F'inance-
Member who, in his last Budget speech in 1928, claimed to have left 
the finances of India in India and her credit abroad on a sound fo:)ting. 
But Nemesis is always alert and whips those whom it wants to punish 
with scorpions. The Government of India, for whom the Honourable the· 
Finunce Member made that brave speech, is soon after face to face with a 
situation, the irony of which Government themselves have been feding 
deeply as a reactionary humiliation. For where is that soundness of the 
finanllial con~tion in India or that credit for solvency abroad ~' 1 t may be 
said that if India has stepped into the vortex of a crisis, she is in very 
good comp'IllY, namely, t,hat of England. But i,hat is no justification for 
t,ht' present staggering :imposition of taxation in India. England is so self-
content and financially strong that she may be~,rusted, if need be, to fight 
with any big power that may threaten her financially. But that is not 
t.he case with India, nor can that be a reason for India being tied to the 
tail of England and being dragged .llong with her. This companioLship 
of India with England in the present financial misfortune or the heroic war 
that England. may be- waging against it, only reminds me of the fable 
which I read in one of my school books about the f9iant e.nd the dwarf. 
~rhe pegging of the rupee to sterling and not t.o gold, nor to any ratio-, 
tha.t it may be automatically reached, if left to itself, only means that 
England should have all the advantages and India all the disadvantlige& of 
thp. renewal of a wedlock, which was pronounced to be harmful t.1) India 
by the last Currencv Commission. But I must return to the Bill itF.elf, 
Hnd I have no hesitation in saying that with such a Bill the Honm.:rable 
the Finance Member cannot face us with a mind at ease, for he must be· 
knowing in his heart of hearts that he is doing a grievous wrong by this Bill, 
and particularly by some of its clauses. I do not complain so mUl'h of 
the surcharge on income-tax on high incomes of very ri:h people, but 
I would certainly disapprove of the lowering of the exemption IE:vel for 
the purposes of income-tax assessment. The increase in the postai rates 
is a burden that would heavily and directly fall upon poor people, who 
are moved away by necessity of employment from their homes and whose 
only consolation is to send and receive an occaRional letter from the,ir 1'"ln-
tives at home. The increase in the postal charges hits grievously the 
roor literate man and the small business man, for whom the Post OffiCE: 
has so far proved a real benef~ctor. The schedule of jmport duty also· 
goes against the claim of Government, for their watchf~lneas of the inter-
est of the masses. Then again it may be said that Govel"Jlment s'rvants 
have beeil put into' the same boat with the ordinRry tax-payers, in thllt e. 
reduction has been proposed in their salary, but, here again. the proposals 
cannot be regarded satisfactory, iDl~smuch as only flat ratios have be~n 
proposed Rnd no discriminating sliding scales that may show wme IIpN:u!o1 
consideration to the poor flervants. I do not want to prolong the e.gony 
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of this BiU; also, I have tried my best to enter into the spirit of the speech 
made. by the Honourable the Finance Member in the other House in Vlind~ 
ing up the debate on the consideration of the Bill. But I am left uncon-
vjnced ~n certain point.s by that speech as well as the speech with which 
the Bill has been ushered into this House. 1£ therefore I do not oppose 
the consideration of this Bill, my attitude till then is not to be interpreted 
as one of approval. 

The Coun('il t.hen adjourned for Lunch till It Quarter to Three of the 
Clock. 

The Council re-assembled after Lunch at a Quarter to 'fhree of the 
Clock, the Honourable Mr. P. H. Browne of the Panel of Chairmen in the 
-Chair. 

'faE HONOUR.ABLE RAI BAHADuR LALA RAM SARAN DAS (Punjab: 
Non-Muhammadan):, Sir, we find that this Bill which was recommended 
by His Excellency the Viceroy to the Legislative Assembly and was 

. thrown out there is now before this House, having been certified by .His 
Excellency. Rumour was afloat the month before last that the Secl'etary 
~f State for India has instructed the Government of India to adopt thh; 
line of additional and fresh taxation and to recommend and certify the 
Finance Supplementary Bill in case necessity arose and not to accept any 
tlmendment whatsoever which may be made by the Central Legislature. 
It is also said that His Excellency the Viceroy liked to accept the cut of 
ubout 4 crores made by the Legislative _o\ssembly, but the Secretary of 
State forced his hands not even to accept a single cut-carried in the original 
Bill. I would, Sir, under the circumstances request the Honourable the 
Finance Member to throw some light as to how far this rumour is correct. 
·Silence from him on this point will, and I think is bound to be, misunder-
.gtood ,?y the public. We, Sir, who have been elected to the Central Legis-
lature to represent the tax-payer and the public, offer criticism to the best. 
·of . our ability in the best interests of the country. At a time when the 
constitutional reforms are on the anvil and when trade, commerce and in-
-duatry are at their lowest ebb, when agricultural incomes have gone down 
80 terribly, when India is passing through an unprecedented financial 

. stringency and gril.ve economic distress, the new crushing taxation propo-
sals by the Government have caused a storm of angry. protest throughout 
the length and breadth of our country. Contentment and prosperity of the 
subjects is the index of soundness and st.ability of any Government-
J..Iive and let live is the best policy. 

(At this stage the Honourable Mr. P. H. Browne vacated the Chair 
which was resumed by the Honourable the President.) 

The fundament,al principle of all taxation is economic recovery and 
unless that recovery is forthcoming through the improvement of trade, 
industry and agriculture, how can the proposed monstrous taxation be 
met? The Honourable the Finance Member by imposing this intolerable 
burden of taxation wants to prove to the world that India is determined to 
"live within her means. Nobody can afford to live beyond his means; it 
may - be a-private individual or it may be a Government. We fully conCur 
with the Honourable the Finance Member in this matter, but we entirely 
disagree with him in the remedies which·he has applied to achieve this~nd 
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find the additional taxation which he has thus proposed. Government 
generally instead of cutting down expenditure, as is done by a private indi-
vidual, are tempted to increase taxation to balance their Budget, or to-
live within their means. I am always for balancing the Budget, but not 
in the way in which it is bsing done now. It is a matter of fact, Sir, and 
I want to inform this House that the Government have been living beyond 
its means during the last five years. In 1927-28 the Budget was said to-
have been balanced, but on analvsis a deficit of 2·22 crores was found_ 
In 1928-29, which closed with a deficit of 32 lakhs, the deficit in reality 
was found to be 1·06 lakhs. In 1929-30, when the Honourable Sir George 
Schuster took over the reins of the financial control, there was a surplus 
of 27 lakhs on paper, but on scrutiny a lo!?s of over It crores was found. 
In this calculation I have not taken into account a windfall of Ii crores 
which came from German liquidation accounts. In 1930-31 the Legisla--
ture passed extra taxation of 5 crores, yet the account of that year disclosed: 
a deficit of 12·68 crores. In 1931-32 additional taxation of 15 crores was 
sanctioned and still there is a deficit of 19'50 crores to be met. 'l'ne 
Honourable the Finance Member has within the past three years of his-
regime put on a further burden of taxa.tion on this country to the extent of 
42·31 crores, whereas the tax revenue has been only about 76 crores in 
1929-30, If all the new taxation proposals are accepted it would mean that 
in the year 1932-33 we would have added 85 crores of extra taxation over 
and above what it was in 1929-30. -

As far as the Army expe'nditure is concerned,I am grateful to His Excel-
iency the Commander-in-Chief who lias effected a saving of 4l croreil in 
the Army Budget in this year. But, Sir, this amount is too meagre con-
sidering the present a.bnormal situation. The Army in the tinlc of Lord 
Ripon was stabilised and .budgeted at 17 crores. In 10 years thereafter the 
Army Budget rose to 21 ('rores. For this Nghanistan was blamed and for 
that reason 10,000 European and 20,000 Indian troops were added to the 
6trength of the then Army. Thus the expenditure rose to about 26 crores 
and right up to the War in 1914 the expenditure increased to 28 or 29-
crores. After 1914, during the three yeats of war, Army expenditure swelled 
up to 68 crores and since then it has been slowly coming down and I under· 
stand His Excellency the Commander-in-Chief has been good enough to 
reduce it to 46·65 crores this year. Now, . Sir, in case we compare the 
Army expenditure of India with other countries, we find that the Armj 
expenditure in the Dominion of Australia is 2·4 per cent. of the 
revenues, in Canada 2·9 per cent., in the Irish Free State 7'2 per cent., in 
New Zealand 3·9 pet cent., in South Africa 2·4 per cent. While in Ind18. 
Sir, the percentage of Army expenditure is 62t per cent. in case the 
Central revenues are taken, and about 30 per cent. in case the total revenues 
of all the provincial administrat,ions are taken together. This percentage-, 
Sir, is very high and it mu~ be reduced. It may be said, Sir, that in 
India the situation is different. There are bigger frontiCl"S to protect snd so 

. on and so forth.- I take, Sir, the instance of Canada, which has a 'Ven 
big frontier towards the United States. When Canscia can safely live oil 
a much smaller expenditure, why cannot India do 801 Military expenditure 
in India is two to three times as great as that of the whole British Empire 
outside Great Britain. The reply may be given that there the country is 
on good terms with its neighbour. As far as India ~s concerned, Sir, in the 
pronouncements w1-ich are made from time to time in the Central I.egi!l-
lllture by His Excellency the Viceroy, it has always been declared that 
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the relations of India with its neighbouring powers, it may be Afghanis 
tan, it may be Persia, it may be Siam or China, have always heen very 
friendly and that things are going on very smoothly. What we find in 
America and Europe, Sir, is that a disarmament policy is in swing. I 
know, Sir, from the information at my disposal that as far as India is 
concerne.d all the neighbouring States are very friendly to it and there IS 
no danger of any breach of the peace from them. Therefore, Sir. 1 
would respectfully request ilis Excellency the Commander-in-Chief to go 
into the matter of Army expenditure deeply and to effect some further 
reduction in Arnly forces to save India and the poor public of India from 
the burden of this heavy taxation. We are informed by the Honourable 
the Finance Secretary that every effort has been made to effect retrench-
ment in expenditure and that was probably the maximum to which the 
Government could go. I with due deference to him differ from him in 
that respect. Weare all grateful to ilis Excellency the Viceroy for the 
noble move that he made in accepting a voluntary cut of 20 per cent . 

. on his salary. Weare also obliged to the Members of the Executive 
Council for the arbitrary cut, though smaller, that they have made in 
their salaries. But while the Government is advocating a uniform c~t 
. of 10 per cent. on all services, its chief services have not followed the 
noble lead of His Excellency the Viceroy but they have for themselves 
inaugurated a lower and 0. differential and graduated scale of cut in their 
salaries and allowances. I feel, Sir, that when the initial salary of the 
chief services of India was fixed in the times of the East India Company, 
in those days the officers of the Company used to do business in addition 
to their official duties and their business profits were added to the 
Ralaries. That was the reason, Sir, that the salaries were fixed so high 

3 P.II. 
in India since that tradition goes on and the salaries have gone 
on swelling. From the figures that we have before us, Sir, we 

find tha.t in India the Services are being paid on a far higher scale than 
in any other oountry in the world. Now is the time that they should be 
.revised and lowered considerably. Sir, in case we compare the retrench-
·ment that has been effected in England we find that most of the deficit 
.has been met by the retrenchment effected and a very small percentag" 
.of Qdditional taxation has been adop~ed. In England, Sir, the cut in 
ministerial salaries below £2,000 per annum has been fixed at 10 per cent. ; 
the cut on salaries of £2,000 to £5,000 per year has been fixed at 15 per 
cent., and for salaries of £5,000 and over the cut has been fixed at 20 
per cent. If we take the Commonwealth of Australia, we find there that 

.on annual salaries of one thousand pounds und under a 20 per cent. cut 
.hBS been made; on yearly salaries of one thousand to two thousand 
pounds 22t per cent. and on salaries of two thousand and over, a cut of 
25 per cent. has been effected. In India, Sir, this matter has been taken 
very lightly and notwithstanding the recommendations of the variou!'l 
Retrenchment Committees the Government has not seen its way to acrept 
their recommendations in full. I wish, Sir, that in this time of emer· 
gency all Imperial Services will answer and come to the call of His 
Excellency the Viceroy and accept a higher cut and make " biggf:r 
sacrifice which the:,\' CAn well afford. 

Sir, we find that, as far as the Budget propOSAls are con'cerned, the 
.(JovcrDJ'llent of India has followed the example of the Government of 
.Great· Britain in putting before us t.Rxlltion. proposals for the next 18 
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months. But in all other respects they have not followed the line of 
policy adopted by that Government. What we find, Sir, is that in 
-Great Britain to meet this worldwide distress the so-called free trade f(.or 
which England was famous has been thrown overboard and protocti\'~ 
duties to the extent of cent. per cent. and more are being imposed. The 
present Secretary of State in reply to a question in Parliament admitted 
that the duties on raw cotton and machinery in India which were freshty 
proposed gave protection to the British industry. I will not deal with those 
duties now because when my amendment on the subject comes up I will 
have time then to put this case well before the Council. But, Sir, ono 
thing I want to impress on Government and that is that, while the British 
-Government is taking every step to foster its own industries in India, 
I am afraid, that effort is not being made. Agriculture has already gone 
tc> the dogs. Industry and trade have gone to the wall. The bank rate 
is being maintained at 8 per cent. though the inter Bank rate is 5k 
per cent. The Government is borrowing loans for short periods in the 
form of Treasury Bills and recently this interest amounted to something 
,over 8 per cent. At this time, Sir, when the bank rate is being forcihly 
maintained at 8 per cent., which to the ordinary public and to the ordi-
nary agriculturist or merchant means something like 10 per cent., do 
.you think that industry, agriculture Or commerce in India will imerove 
~d thrive? The big Date of interest, the tariffs, the currency and 

.exchange policy and other factors coml"ined prove that in India no heed 
is paid to the fostering of industries, no care is being taken to tind 
employment for the unemployed., and that the tariff walls are being .. 0 
>coustructed as to put to 18. great loss Or to particularly injure one of the 
c!lief or many of the chief Indian industries. As far as unempll)yment 
is concerned, this question was taken up in the Central Legislature us ' 
well as in the various Provincial Legislatures. Committees and Com-
missions were ,appointed to go into the question and to solve it. The 
recommendations of those Committees came in, but by the time they 
wert.; to be considered, this bad time came in, and the result was that 
-owing to obvious reasons more than a million people have been thrown 
out of jobs as compared- with the last two years. In England a dole is 
bping given to the unemployed, but here nothing is done to savo them 
fr(\m starvation. I wish that when Government says that they want to 
t.ake CBre of their subjects, that care ought not to be merely from the 
'~ips but should be shown in oaction as well· The time has coml) w},cn 
we find our pockets almost empty. We cannot pay the land revenutls; 
we cannot meet the present ta.."'{es. I am not one of those who oppose" 
Government i.n season and out of season· I want to impress upon the 
Government that the breaking point has been reached in taxation, and 
that the proposed taxation will greatly add to the unrest in the country. 
I do not know where it will lead to. It is all right to propose taxation 
for 18 months. But I want the Government to kindly bear in mind and 
see what the actual condition of the people will be after six months. 
In case they find that the people CAn somehow bear this taxation, theu 
they can consider their proposal to carry it through for another year. But 
in case they find that many of the firms are going into liquidation aud 
many of the zemindars are going to the wall-there bave been instances 
in the Punjab where many people of good repute owing to distress hu,'o 
left their homes and cannot be found. This is a novel experience in my 
life. I have been in business, and have seen "eople gone bankrupt, 
people have met with difficulties, but I have never beard of people leaving 
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their homes and they cannot be found. We know great finaneial.st~
gency does exist. In these hard times the Imperial Bank of India. has. 
eircularised that advances against Government paper cannot be guarantood. 
There. can be no doubt, Sir, that in the public mind ihis notification has. 
l'RUSed . ala.rm and led to the belief that Government paper is not worth 
keeping any longer as a liquid security. People who invested their mOlley 
in Government securities have alreud'v suffered very heavily. Some (·f 
the papers have gone dowil by 50 per cen,t. in their face value, parti-
cularly the 3l per cent. and 3 per cent. securities. As far as my infor-
mation goes, leaving aside internal finance, over Rs. 100 crores of capitnl 
is sunk in financing trade and commerce by the chief banks, and 1 per cent. 
addition in the rate of interest means Rs. 1 crore, and 2 percent. tile--... n& 
Rs. 2 crares. I must say that unless the Government comes to the-
rescue of the people in India and finds some other avenues of taxation, the-
present taxation will not be in the interests of the country, 

I will now come to another point, namely, the patronage of industries_ 
I wiah the Honourable th~ Finance Member may see his way to give an 
impetus to industries, There is a rumour that the coal freights arego.mg 

. to be increased.· That will be another blow to the industries .. , The indus-
tries employ labour on a very large scale, and in case industri!=ls do J) . .)t 
fare well, it will'greatly add to the already big number of unemployed .. 

As far as the new taxation is concerned, I 'would suggest that, the 
Government· of Indlamight appoint a .committ-ee of business, men and 
economists to go into the question of ta:xation, alld in case they Ilre 
also unanimous in their opinion that the country is not in.a positiOn 
to bear any hjgher taiation on the. lines proposed, Government should 
meet the deficit by some reduotion in the Army. With these words, 
Sir, I bring to the notice of the Government. the great discontent thl!t 
prevails in the country on the ,a.nnouncement of this new taxatiOn and 
opJlOse this Bill. 

THE HONovRABLB DIWAN BAHADUR G. NARAYANASWAMI ClIETTI 
(Madras: . Non-Mru.hammadan): Sir, in rising to speak upon the financial 
situation I have to express a mixed feeling. India is passing through aD 
unprecedented financial depression. This depression is no doubt common 
to this as well as other countries but the Government of this country 
do not seem to have realised to the same extent as other Governments 
bave done; the amount of 'retrenchment that could' be effected-. . Tho· 
moment the deprellsion was felt, all other countries of which we have 
information took the earliest step of reducing their expenditure, but in 

._ this country, retrenchment. has not -followed 8S quickly as one would wish. 
NW have the retrenchments effected been satisfactory.' ' 

''thanks to His Excellency' the Commander-in':Chief, the;-e was, s~m~ 
reduction in: the military expenditure but· I do not think it has been satis-
factory to - the general- public. A greater Saving CQuld have been shown 
than the Government of India anticipate. I no doubt fully appreciate 
the difficulties 8.nd I also appreciate the sympathetic manner. in which 
the MilitllryDeparlmEint have 'apprOached the subject, but .to most 
citi!':ens' what really matter!! is tlie result' of Government's ,efforts .. and 
these have not been very satisfactory. A thorough examin!\tiqn 'must 
soon ,be undertaken w,ith 8 View drastically to cut ~own the ,Army. e:qiendi" 
tw"?, 'and thereduetlOB ~ust be ~a~e .. wit,h?Ut, any dela! .. I~, in :spit~ 
of 'It, more funds arel'equll'ed '8Ila If It Isa.bsolutely necessary, I for cine 
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would agree to increased taxation. What I object to is t.axation for the 
purpose of meeting unnecessary expenditure and not necessary expendi-
ture of the Government. 

Even as regards taxation, the proposals of the Government of India 
as at first made were wholly inappropriate. All classes of the community 
were against the proposals and in this connection I must draw pointed 
attention to the opinion of the Madras European Association which while 

-expressing themselves against the new taxation. proposals were whole-
heartedly in favour of a drastic cut in expenditure, especially military 
-expenditure. There was a good deal of force in their argument that out 
of the expected deficit only one-third was sought to be met by retrench-
ment while two-thirds was sought to be met by new taxation. They also 
pointed out that although several subjects had been transferred to respoll-
.sible Ministers in the provinces, the expenditure of the Central Govern-
ment in respect of those subjects had actually increased since the Reforms. 

I have got now to protest against the increased postal rates or the 
lowering of the minimum of the taxable limit for income-tax. But I am 
strongly against the surcharge on the income-tax and the super-tax. It 
is little realised that the causes that led to these proposals "for increased 
taxation are exactly the causes that have affected the persons on whom 
the incidence of such taxation would fall. They have been hard hit by 
this trade depression and while that is so, they have been very litt)p 
benefited by the reduction in the prices of commodities. If you take the 
budget of a person drawing an income of Rs. 1,500 you will find that his 
expenditure upon pure .articles of foodstuff is comparatively little and 
that his saving on account of the lowering of the prices of foodstuffs is 
practically nothing. At the same time his income has gone down and 
you now propose to increase his taxes. I would put in a plea for the 
abqlition of the surcharge upon the income-tax and the super-tax. I am 
not also very much in favour of new import duties. The result of these 
duties in the long run would be to depress trade, and all our efforts must 
now be made for the purpose of expanding and stimulating trade and not 
-to still further depress the same. • 

In this connection, may I raise my protest against the policy of sending 
out a large number of Government servants on the plea of retrencb'ment 
.and thereby swelling the army of unemploye'a.. I have no objection ffi 
persons who have put in a particular number of years of service, say 
25 years' service or 20 years' service, being compulsorily retired on pa.yment 
.of a pension but to send out men in permanent or in temporary employ-
ment to drift for theDl8elves in these days of universal depression, is not 
.only to add t~ t?e. amount of disC?ntent which already exist.s in the count!");, 
hut also to dlImDmh the purchasIDg power of the commumty. There ig"ho 
possibility of these men getting employed in any department of life outside 
,Government semce. The result of their discharge will be that the prices 
.of articles would go down still. further and there will be still great.flr 
.depression in trade, 'snd the Government of India 'will be faced with CJ. 
more serious' problem next year. I would, therefore,"s<Iggest that while 
the efforts at retrenchment should take the ,form of reduction for existing 
men of salaries and the lowering of the rates of pay fOl" new entrants and 
retiring for the purposes of facilitating the employmont of new entrants 
.oIl .lower -scales· the officlll's who' have . pu~ in long service, I ~against 
the abolition of posts and sending o.~,t young and middle-88ed· men from 

c 
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·Government service. It acts as a serious slur upon the stability of GQV-
ernment service and also causes great sufferings to the individual officers. 
who are thrown out of service. 

While these are my views generally. upon the financial proposals of the 
Government, I fully realise the gravity of the situation and will not 
embarrass the Government by voting against them. I would wish them 
good-luck and hope that better times would enable the Honourable the 
Finance Member to come forward at no distant date with fresh proposali:' 
which will take us back to the good old times. 

With these few remarks, I support the motion. 

. THE HONOURABLE MR. SATYENDRA CHANDRA GHOSH MAULIK 
(West Ben.gal: Non-Muhammada~): Sir, it is very unfortunate and, at 
the same tlme, a matter of great Importance to us Members on this side 
of the House, that we are again confronted with;' certified Finance Bill_ 
The other House has failed to pass it and we, like good boys, should swallow 

- the sugar-coated qUinine pill so wisely administered with motherly care by 
the Government, so t,hat the Budget may be balanced. Come what may, 
the Budget must be balanced. Between the announcement of the emer-
gency budget proposals and. our discussion t.hereon to-day muc~ water has 
flowed under t.he Jumna brIdge. We have had an opportunity to observe 
and scrut~nise the effect. of the new proposals on the country's trade, 
finance and industry during the interval of two months. It has been alto-
gether an interesting period for study, especially as the several markets 
have been exposed to two important and far-reaching influences, namely, 
the depreciated rupee and the enhanced customs duties. In fact, it iir 
not possible to understand the present budget unles", the point of view 
taken is that of the combined effect of the lower rupee and the higher 
customs. 

Sir George Schuster, at the very outset, said in his speech that the· 
plans he submitted to> the Central Legislature had to be made under some-
what unusual and difficult circumstances, and that the difficulties were, 
iq lefgepart, due to the change which had come upon our currency position 
!IS the result of the divorce of the rupee from gold and its linking only to 

·1rterling. May I submit that far from any arduous problem arising from 
the change in our ~urrency position, this hI¥! been a factor 'which h~ 
already . resulted. in ·such favourable developments in the Indian monetary 
and trade situation that one might e.s well ask whether it was after all 

• necessary·to b8se the budget ·estimates for the next 18 month)J on· so 
~my a basis as the Finance. Member has as~umed? I am quite pn:-
p&l'ed to ooncede that at the t1me whe'a the Fmance Member made· hls 
calculations, fonned his ideas and adumbrated his plans, there was certain-
ly ample justification for taking an extremely pe!lsimistic view of future 
development/a So far as India. is ooncerned, it is gratifying to be a.ble 
to record tha't pessimislllhas tended to melt into thin air,and there is 
to-day some mild,;~timi8m. -, There' is certainly a new confidence in_ busi-
ness and financial ~ircles,. and '[ shall, th~fore, try to study the l:>udget 
proposals from this new standpoint. 'Is the Budget, as it is now presentecl 
to \4, calculated to trarlMorm this bnd of optimism into a full-blown 
flowerl~n thesepropoBsIB are put intoeftect, wHl this ne.:wco~dence,,,grow 
more aid more' .... ." .. , 

' .• 'I. 
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Let me at once express my firm conviction that the Finance Member 
can only propose budgets, but it is the developments -in the Indian trading' 
and financial world which have the final disposal of the Budget. It is in 
Sir George Schuster's own interest to see that the developments in this 
regard arEi of! a favourable character, so that his revenue realizations should" 
not prove under-estimates, as has, been the case in reference to the last 
two budgets, but a definite over-estimate. Brisker trade, larger margins 
of profit, increased purchasing power of primary producers, less worries in 
regard to Goverriment's borrowings, less complications in regard to their 
sundry operations in the money market-these are the factors which should 
have a definite and marked effect net only on the ways and means pOdition 
of Government but on current revenue and expenditure. ,Most of our 
troubles in the past five years have been due to operations connected with 
the discharge of the statutory obligation as regards the ratio. 'fhe period, 
in which theoe obligations had to be discharged, was marked by a decline 
in the favourable trade balances and by a heavy flight of capital from 
India; that is, exchange was let down badly by those influences which, 
normally speaking, should have lent support to the rupee. When this 
natural prop was thus withdrawn, it became neceSS!lry to bolster up ex-
change on the artificial prop, of monetary stringency. Thus did the Gov-
ernment become wedded to a policy of tight money, not because there was 
any demand for money, but because they were driven to it by their obliga-
tion to maintain the ratio. r . 

Tight money, as an official policy, meant a higher bank r.ate, colossal 
contractions of currency, draining of market funds by frantic borrowings 
on Treasury Bills at fantastic rates and the various other measures which, 
whether or not they had the desired effect of supporting exchange, have 
certainly had adverse effects on various other markets. 

Dear money spf'lt disaster to gllt·edgeu securities. Prices in j.his sec· 
tion tumbled down so consistently and persistently for the last four years 
that investors found their capital cut into very seriou~y; insurance com-
panies had to utilise a goodly part of their profits as provision for depre-
ciation .oli. their gilt-edged portfolio; the investIng public lost all' faith 
altogether in GQvernment securities; and the G~vernment were obl.~d 
tc. go on increasing their borro'Ying rate from year to, year, so that this; in 
its turn, accelerated the decline in security values. Here was a case of I.'," 

s vicious circle of the gravest description. Governmen~ were, at least on 
two occasions, on the verge of a crisis in regard to their ways and means 
adjustments. Mr. Gandhi saved them on the first occasion by conclUdfug 
the pact with Lord Irwin and thereby inducing the flow of funds from 

, London for investment in short term Bills. On the second occasion, the,., 
devaluated rupee came as a ready, friend; andtbe Government were ab1e 
t(; tide over the crisil! by expansion' of currency, which was made possiOle 
by the lower gold value of the rupee. ~ 

Turning to the trade and industry section, monetary stringency was 
responsible for increased charges to the business commtrojty, with the 
result that profits were less, holding power w'alI reduced and prices of aU 
I.lommodities- were pushed down to low depths.. Here also, the depreciated 
rupee has played an important part in causing some revival. The very 
fact that, on parity,' rupee prices are now cht¥Lper thsll gold prices bias 
~een rel!ponsible for. a considerable appreciation in the former. TJitt,more 
lib!l~l supply of'ClJlIi'ency as the result of the"Dew policy to expand currency 
against ad hoc securities has ~ oon~ ita· share to the improvement 

C 2 



COUNCIL 01' 'TATR . . , [26m Nov. 1931. 

[Mr. Satyendra Chandra Ghosh Maulik.] 
in prices. In this description I have given I have shown how linking with 
lB. 6d. gold caused a set-back in all the markets and how the ahand.9nment 
of the link has brought about a considerable betterment in the situation. 
There are good reasons to believe that in the 18 months covered by this 
Budget, these favourable developments are likely to take a more definite 
shape and to receive greater momentum. . 

The effects of a lower rupee are the retarding of imports, a stimulus 
to exports, the emergence of a larger trade balance, protection of domestic 
industries, more favourable conditions in the money markets, less anxiety 
as regards exchange obligations and, generally, more freedom from those 
annoying influences to which money and trade markets were exposed 
nw:ng to the deflationary operations connected with lB. 6d. gold. 'rhe6e 
favourable factors have been further emphasised by the Ordinance to re-
gulate remittances as the most important effect of this measure was to 
arrest the flight of capital. Even gr~ater emphasis of these tendencies 
has been furnished by the Budget proposals now under discu88ion. En-
hanced customs duties should certainly result in considerable diminution 
in imports and thus increase the chances of a more and more satisfactory 
trade balance in our favour. Domestic industries, under the two~fold 
protective influences of devaluation and higher tariff walls, should do 
better; and this should mean increased internal trade, larger realisation 
of inc<?me-tax and larger railway earnings. Confining myself ~ the parti-
cular aspect!! of devaluation and the new taxation proposals, I may, there-
fore; say that the gloomy picture which Sir George Schuster placed before 
us at the end of September may be proved by subsequent events to have 
been an unduly exaggerated emphasis on the dark side of things. 

From the point of view of the Finance Member, it is quite possible that it 
was nece88ary to paint the picture in such lurid light; otherwise, the Legisla-
ture could not agree to so heavy a scale of taxation. It may also be that 
while the proposals certainly have beneficent effects on the country's trade 
and industry, they are, at the same time, apt to bring the Law of Dimi-
nishing Returns into operation and that, therefore, provision had to be 
made for this factor. We, on this side, are prepared to appreciate this 

" point of view of Sir George Schuster. We believe that in regard to a very 
bad bargain, he halil made the best of it. 

It is, however, impossible to take· an indulgent view of the way in 
which the Government have trampled under foot all the proposals of the 
Opposition in the Assembly. While I am prepared to agree with most 

'. of the new taxes; while I am not. on the other hand, prepared to' agree 
to· an the cuts proposed and carned in the Assembly, I should say with 
all thl;l emphasis that I can command that the adamant attitude of the 
Governme~.-.~·Not 8. rupee less, every tax DlUst rema.in", is an affront tc 
the country imd revealR the utter unreasonableness of the aut~orities. 
Could not Go~rnment have vielded on one Or two points and thus de .. 
monstro.ted that the voice of the people. been heard? 

I would state my position simply in this matter. You say that the 
financial situation it:> $ll'ave: I agree. You -sav that in such an emergency, 
t.he oountry, as a whole, 8~uld demonstrate its readiness to under~o SBCri-
nces...,.I a~ee. You say that t·QX-pRyers are to have further burdens put 
~n' their bBCks; I agree. Md you Bay, finally, that the higher paid 
oftioials eanriot Carry any more·.bttden than' the 10 pel' cent. cut, modified 
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and smoothened by the exemption in regard to !,ncome-tax. It is there 
that I cannot agree. You say that the military Budget cann~t ,be furtlier 
reduced. Here again I must emphatically disagr~e. 

Indian finance, which has, as usual, offered the most penetrating and 
withal the fairest study of the Budget, pointed out that on February 28, 
1930, Sir George Schuster, maintained that there was no room for any 
substantial retrenchment; and yet Sir George Schuster claims great credit 
for the work of the Retrenchment Committees. How is this statement cif 
February, 1930, to be reconciled with the proud boast of November 1931? 
This, at any rate,should be a warning to the Finance Member that dOgp1a-
tism of this kind should be avoided. I say, you should cut the salaries 
of the higher ranks; I say, you will have to reduce military expenditure. 
You may dogmatise to-day on thE-se matters, but I venture. to forecast 
that you yourself will come before the House in February and say that 
measures in tltese two directions are essential for the stability of Indian 
finance and the balancing of the Indian Budget.. • 

THE HONOURABLE RAI BAHADUR LALA JAGDISH PRASAD (United 
Provinces Northern: Non-Muhammadan): Sir, at the outset, I must give 
expression to my sense of deep regret at the fact that the Government of 
India did not see their way to accept the verdict of the Lower House 
in modifying, as it had done, certain taxation proposals contained in the 
Finance Bill, but again brought the Bill before that House the other day 
with the recommendation of His Excellency the Viceroy and .Governor 
General that the Bill be passed in the same form in which it had been 
originally introduced, with the result that the Legislative Assembly thought 
it . proper to reject the Bill. The Bill seeks to provide for an estimated 
surplus of 5 crores and 23 lakbs at the end of the next financial year and 
the amount of new taxation reducad by the Assembly came to about 4 
crores only. Thus the Assembly's vote would still have resulted in an 
estimated surplus of about a crore. On the other hand, HonoUl'Bble 
Members of that House' did not stcip at mere curtailment of taxation pro-
posed by the Government but a number of them also suggested alterna-
tive proposals of taxation on the one hand and furthe!, retrenchment in 
expenditure on the other for balancing the Budget. But it is a pity that 
these suggestions did not find favour with the' Government. Of course 
I appreciate the action of His Excellency the Viceroy in having taken into 
his confidence the leaders of the Opposition parties in the Assembly before 
sending the Bill back to the House for reconsideration. But the action 
of the Government in trying to force their taxation proposals down the 
throat of the popular House by asking it to pass the Bill in the original 
form against the declared wishes of the House' and their latest.· actiQnin 
placing before this House for passage the Bill as certified by the Governor 
General cannot but be strongly disapproved. And if the rumour which 
has been referred to by my Honourable friend, Rai :a.ahadur Lala Ram 
Saran DRS, that there wss the hand of the· Secretary of Stflte for India 
behind the action of His Excel1ency the Viceroy in th'is mutter be correct, 
then there is all the more reason for such a protest from this side of +he 
House, After all, ;fl'ir, the Legislatures exist .to frame measures in the 
light of popular opinion and if the Government wish that these bodies 
should, so to say, only register the decrees of the Exeeutiv~ I fail to see 
the utility of these bodies and of, spendingabuge amount of ta.x-payers' 

. money over them. By acting in the way the Government have done. on 
this occasion I am afraid they have only given on~ ~re proo~ of the V1e~ 
generally entertained that the Gov~ent a,reatlll llTesponslve to puhlio 
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.Qpinion and wish to rule the country despotically. Moreover; such actions 
on the part of Government 'tend to breed in the minds of the representa.-
tives of the public e. sense of irresponsibility because they feel that after 
all the Government is not going to abide by their vote and, must ha.ve 
its own way· This, Sir, is an unhealthy state of affairs .and is bound to 
cause popular dissatisfaction, and rightly so. 

Now, I ComE\ to the merits of this Bill. It is an admitted fact that 
India 'is the poorest country in the world and yet it is very heavily taxed. 
And_ now at a' time when the country is plunged in the deepest depths 
of depression, when the future has been rendered still more uncertain by 
t,he sudden change in the exchange policy and when it is more evident 
than ever that it cannot bear ,additional burdens of taxation, the Govern-
,ment has come forward with proposals of further heavy taxption amounting 
to several crores of rupees, with a view to meet a part of tTw gaping deficit 
in the courrent and next year's Budget. The year 1930-31 closed with an 
estimated deficit, of over 121- crores. The estimates for 1931-32 showed 
t,hat there would be a deficit of several crores. This gap was filled up 
with the aid of certain retrenchments in expenditure and increased taxes 
which were expected to yield over Rs.- 14 crores. But the anticipations 
-Of the Government have been disastrously falsified and it is now expected 
that the deficit fOl" the current year will be about 191- crores, and during 
the next 18 months over 39 crores. So more crushing and sweeping 
taxation is proposed when only half the year is out. Sir, my fear is that 
the Budget may be balanced on paper, but by the time t,he next annual 
budget estimates are prepared it is likely to be found that the position has 
further deteriorated in spite of the new imposts, a number of which are 
extremely objectionable. Such is the abject poverty of tbemasses that 
the Provincial GovernmentR are finding it extremely difficult to realise 
their land revenufl and -some of them have decided upon large remissions 

-of rent, and revenue. The unparalleled economic depression, which has 
-now lasted over a year and a half and gives no indication of disappearing 
in the near future, bas left prostrate the 8.griculturists, the zamindars and 
the business men. The Government itself has been finding great difficulty 
in raising the money it badly needs in spite of the most tQJ:hpting rates of 
interest it hM been offering. It is at Eluch an inopportune time that the 
,Government is eeeking to further increase the burden of taxation. If the 
_ 'Qovernment, thinks that it will achiflve financial salvation principally by 
-piling up taxes it is to my mind living in a. fool's paradise. Their failure 
in the paElt. to produce more revenue ought to have conveyed a lesson and 
a warning. but it has not. ' 

. Sir, in my. cpi?io~. ~he further inQrease in customs duty will have 
the eff.fld, of <hm.mlshmg Imports. Owing to the linking of the rupee to Q 

depre('~ated sterl!~g w~ose exchange value has been violently fluctuating, 
the prices of articles Imported from non-British countries will become 
prohibitive and if imports decline exports too are bound to decline. Not 

,. only is the increased import duty not likeiy to bring -in the estimated 
_ return, but the further decline in exports is sure to have the effect of 
3ccentuatin~ the internal depression. No doubt the Government may reap 
a harvest for about three months from the arrival of goods already ordered. 

, but the Ulicertaiuty of foreign exchange and incre~ed customs duty will 
, qperate jl.S a det~rrent factor in the placing of further orders abroad. This 
:i1~Quld )n course of time stimu1a.~.Indi&n industries,r adUlit, but I fail 

tl' see how it will benefit the 'coffers of Goverilment or those who have 
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been flourishing on the import trade. And if the volume of export and 
import trade dedines, as I apprehend it will, railway traffic will also .be 
-seriously affectcd. The import duty of 10 per cent. on 'machinery will 
~ffect the import of textile machines and will thus retard the industri8l 
'progress of the country which is a desideratum in India and will ultimately 
affect the agricultural development also. The surcharge of one-quarter of 
the existing rate of excise duty on salt will affect the poorest of the poor, 
and particularly after the mighty protest of Mahatma Gandhi is likely to 
;arouse a strong opposition and protest. The reduction of the exemption 
limit of income-tax and the surcharge on the existing income-tax will be 
keenly felt by those affected by it. The burden of income-tax has become 
'almost intolerable and the further levy will be oppressive. As regards the 
postal rates the popular representatives have been pressing the Government 
to reduce them, but instead they are being increased. This increase will 
affect millions of people and at a time when money has become scarce 
is absolutely indefensible. Sir, by critieising theRe t.axation proposals, I 
do not lose sight of the fact that the Budget of the Government must be 
balanced. Balance it by all means, but what I think is that it should be 
balanced mostly by retrenchment, and partly alone ,by such taxation as 
may not operate harshly on the people. For, so far as ta.xation is con-
cerned, I maintA.in that it long ago reached the limit when the law of 

·diminishing returns began to operate. 
Now let me come to th8 retrenchment prop'lsals. As regards the re-

trenchment. in the' salaries of Government servants, the cut proposed in 
the case of the highly paid officers is grossly inadequate: Of course, I 
acknowledge the noble example set bS His Excellency the Viceroy in 
voluntarily surrendering 20 per cent. of his salary but I wonder whv his 
noble example hRs not been followed to the same extent by the Executive 
Councillors and the Imperial Services. It is extremely unfair that, instead 
'Qf a graded cut, there will be a uniform cut in the salaries of the highly 
paid as well as t,he lowly paid services of the Government. The bloated 

'1!alaries of the superior service,; ought to be substantially reduced. Look 
at the state of t,hings in Britain, where there was a much bigger deficit, 
out it was made up mostly by retrenchment and only partly by additional 
taxation. Not only has His Majesty the King voluntarily agreed to cut 
,down his Civil List but the largest percentage of cuts is to be made in the 
'salaries of those who are getting £5,000 or more. I do nol! think that such 
a crisis had evp-r arisen before requiring the cutting down of Ministers' 
salaries which, ronsidering the standard and cost of living in Britain, are 
very moderate and in some cases inadequate. Fo~ example, to the best 
-of my Knowledge, the Prime Minister draws such a moderate salary that 
he is reported to be finding it difficult to make both ends meet, and I 

. lmderstand that there was a proposal only recently that his salary, ought 
to be increased, What is being done in England has a lesson for the 
Government of India, for the financial position of the .. Government in thia 
country, is in my view hardly less unsatisfactory than that of the Britiah 
Government, and a number of our highly paid offiGers get much more by 
way of salaries, allowances, etc., than the Brit~sh Pri~e Minister. . In the 
United Kingdom there has been a graded cut In salaries and th~ lDc.ome-

, -tax incidenne WIlS not included there as here. My Honourable fnend Laia 
Ram Saran Das has already related to the House. hew a graded:lut .hss 
been applied to the salaries in England and I need not traverse -the .same 
ground again. In India, however, a.~ut of 10 per .1ent._ o~Iy-a llnif~rm 
-ahd not 'a graded cut., mind· you,~ proposed; m the, s&1,&nes of· serv1c~ 
l1ere and that teoilicluaive of the proposed an4,.noome,nt of income-~I 
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This would virtually mean that those who are low paid will have a higher per-
centage of cut while those drawing fat salaries will escape with a smaller 
percentage of cut, or in other words, the more highly paid an officer, the-
less will be the perctlntage of cut in his salary. I ask, Is this just? Is 
this fair? Is this equitable? Why this diJlerentiation, I ask? Why 
cannot your all-India .&'ervices who are handsomely paid, allow even this-
small cut of 10 per cent. without any deduction? Sir, so far as my in-
formation goes, in no other country in the world where a cut is appJied 
is the income-tax or surcharge included. Apart from this, not even the· 
costly Lee concessions are to be withdrawn which cost the country no less 
than about Rs. It crores in 1930-31 alone. Then I consider the reduction-
of 4t crores in the military expenditure as utterly inadequate. Is not the-
cost of the military services 87 per cent. greater now than what it we,s. 
in 1913-14? As has been pressed elsewhere, this expenditure should be-
reduced by at least 10 crores. Why should not the Army be reduced? 
Why should not the pace of Indianisation be accelerated? I believe tha.t 
the expenditure in Britain on defence has been brought down to the pre-war-
level. Is there any 'reason why the same should not be done in India? 
I ain sure this will not in the least affect the security of the country or 
the efficiency of the Army .. It will, on the other hand, obviate the neces-
sity of further taxation. If after effecting all possible retrenchments in 
expenditure as suggested by the representatives of public opinion the Gov-
ernment stilI finds a gap to fill up, then I would advise it to eXplore the' 
avenues of fresh taxation suggested by several non-official Members on the-
floor of the Legislative Assembly as well as of this House. 

In conclusion, I appeal to the Government to pause and think before 
it is too late. Although the Finance Secretary has declared this morning 
that this being a. certified Bill he will not be able to accept any amend-· 
ments, I believe that it is yet time for the Government to come to a com-
promise with non-official opinion on some of the taxation proposals em-
bodied in this Bill. Otherwise, Sir, all the discussion on the floor of this: 
House 'Yill be futile. Pray, do not rule the country in a mechanical way 
as if. the Government machine must move regardless of whether the people 
thrive or are ground down under its pressure. I.et there be more of 
humlUl. touch about you, like the GOVE'..rnment in England, when you are 
dealing with the masses sunk in penury. 

THE HONOURABLE KUMAR NRIPENDRA NARAYAN SINHA . (West 
B~nglll: 1-;un·Muhnmmadan): Sir, I beg to oppose this Bill. In my op-
position to this Bill I am supported not only by the entire Indian publi~ 
opinion but also by that of certai.n European organisations in this country. 
All taxation proposals are under normal conditions unpopular. It is nO' 
wonder, therefore, that during such abnonnal times fresh additional taxes 
on all imported articles and a further increase of the inland postage rateS' 
will cause a great popular outburst. . 

While I fully flppreciate the present financial troubles of the Govern-
ment, I do not feel stire "that they have already done everything possible 
to mitigate them. They have practically failed to get through their-
business .. in t.he matter with that broad outlook and far-seeing imagina-
tion that were so very imperative in solving such an unusual situation~ 
Although the various retrenchment proposals recommended by the differ~ 
ent committees do not theJDselves to my mind go far enough, yet evelJ 
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suea self-hearted rf:commendations do not seem to have been whole-
heartedlv adopt('d hv the Government. A fiat rate of 10 per cent. cut 
all round from top 'to bottom is not the fairest and best in the public-
interest as declared by the Honourable the Finance Member, although it 
might have been l\ simple plan_ Notwithstanding what the Honourable 
the Finance Member has declared in his statement the proposed reduction 
in the unusually high military expenditure' is considered quite disappoint-
ing. The retrenchment proposals for the civil administration do not. 
satisfy the public either leaving yet an ample scope for further axing. 

I may tell the House here that the Linlithgow Commission that in-
vestigated into the taxable capacity of the Indian people affirmed so many 
years back that the utmost limit had been reached 80 far as taxation of 
the people was concerned. Year in and year out Indian publicists as well as 
right-minded Britishers have warned against such an unwise and un-
prudent financial policy of the Government both in the Pres~ and on the-
platform but the only reward that they have got for their such timely 
warnings has been more and more disfavour from the Government. 

Sir, the proposal of import duties on machinery is against all the-
maxims of sound finance and healthy commercial policy. At such a time-
of acute industrial depressIon any duty on n13chinery irom abroad wilt 
only increase the difficulties of the industriaEsts, and handicap the ex-
pansion of industries. Further, Sir, the Indian Industrial Commission 
have recommended that the import of machinery {rom abroad should be-
wholly unrestricted. 

Sir, the additional duty on salt will only aggravate the misery of the 
poorer classeS-, who are at the present moment virtually, on the' brink of 
literal starvation and threatening extmction. The proposal for the increase-
of the alreaqy enhanced inland postage rates on postcards and letters is 
not only an unsound proposltion. from the point of view of economics, 80& 
the proceeds are sure to be quite unproductive, but also morally unjust, 
as the Government themselves are the monopolists for the production' and' 
sale of those articles. I cannot conclude this point without observing here 
why the question of increase of the rates on foreign postage' and telegrams 
has not been considered in this connection, because that was to my mind 
a productive source of revenue. . , 

Sir, let me say in conclusion that I quite realise Government are un-
doubtedly in a sad plight because of a huge deficit and need additionaI 
revenue to make it up with a view to carry on normal administration; 
There are two ways by which they can secure such a revenue. namely,-
by retrenchment of the present expenditure and. by taxation. As regardg-
retrenchment the Government jlhould effect most stlern economics hy 
reduction of pay, emoluments and allowances ,,11 round from top to bottom 
based on a graduated scale and natural considerations so 8S to revert them 
to the pre-war level. They should also inexorably reduce their bloated ex-
penditure on the military 1ldministration, which swa110ws up more than 
half the revenues of the country and without an appreciable reduction of 
which there will never come about a true solution of India's financiaT 
·deficits. As regards taxa.tion which implies sacrifice on the part of the 
people. the })eople should not grudge to shoulder the responsibility in 
eoollideration of the pre!;eIi.t aente 'conditions of the country's finance, pro-
vided- the incidence oftaxati6n is not heavy, unn~ura.l and unreasonable-
and the people are capable of'beariDg the burden: and the Government 01» 
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their part make the people realISe that they are also anxious to share 
their burden by stinting on the part of their officers and starving some of 
,their departments. ' 

THE HONOURABLE MR. MAHMOOD SUHRAWARDY (West Bengal:] 
Muhammadan): Sir, at the outset I must congratulate the Honourable 
'Sir George Schuster on his sincere attempt at retrenchmellts and the cuts 
that he has effected, however much they have fallen short of our ex:rect~
tions. But at the same time I must admit that his proposed taxatIon IS 
-considered in this country as hasty and ill-considered, and I would like 
to offer a few criticisms t.hereon from the point of view of a popular re-
presentative of a large constituency in Bengal. Sir, the Honourable the 
Finance Member, while making a statement on the financial position of 
the Government, in September last, BOunded a warning against an in-
flatioll!lry budgetary position resulting from a failure to balance current 
expenditIire with revenue and insisted upon taking immediate steps to 
ensure It clear and solid foundation for our internal position. This is no 
doubt a very good policy to adopt. But let us see how the Honourable 
Member has acted up to his own preaching. The total deficit of the 
current year is expected tOi be 19' 55 crores lind a deficit of 19t crores next 
year. 1") meet this huge deficit, he proposes a total of 90 lakhs by Cllts 
and retrenchment during the current year and 8,00 lakhs next year, i.e., 

'9,80 lakhs in all in two years, and raises 24,31 lakhs by new taxes. When 
we remember that there was an additional taxation of about 20 crores in 
the last three years and 40 crores in the la!,t ten years, this additional 
taxation of over 24 crores to meet the deficits completely, overthrows the 
,theory of the Honourable the Finance Member so eloquently propounded 
to set, his home right. The people are already) heavily taxed, more heavily 
than they can bear-and there is widespread discontent in the land. And 
when the Congress delegates return from the Round Tabl€ Conference 
without their moon, this additional taxation would be a strong weapon in 
'the hands of the Congressites to create a more distressing and critical 
Rituation. Retrenchment should be the watchword and not taxation. 

''':rhe HonouTnbltl Member has launched a taxing campaign without waitmg 
for the full report of the General Purposes Retrenchment Advisory Com-
mittee and without accepting their interim recommendations, This Com-
mittee had recommended a cut of 1,31 lakbs in the first interim report, 
but the Government has accepted only a saving 1,01 lakhs. Another 

'30 lakhs cut would have proved the Government's solicitude for the starv-
ing millions of India, whom the Government ~ay they have been so lo~ 
representing. The top-heaviness of the administra.tion has been the 
greatest clog in the wheel of Indilln administration in which the Honour-
able the Finamle Memoer and his worthv lieutenants' are but the be-
wildering SPOKes. He has sllOwn great courage bu.t little foresigM· in 

'bringing this Bill. Had he shown a !itt.le leRs courage ana a little more 
solicitude for the terrible sufferings of the dumb millions, thev would have 
Acclaimed and hailed him as their saviour. But, Sir. the Henoutable t:;ir 
'Geor.gs Schuster seems not to be paid for j>Rying heedl;o the, -popql!'l' 
demand hut appeal'R to be naid by t.he Government of India to piav the 
'fiddle while Rome bm'1ls. , • 

"Th.e so-cane~ ~nifonD cut ot1,0 ~reen~. in the -pay ofoffiooriland 
~stablishment .Wlt~ more than Rs. 40 pay, is a misnomer. when the.' sur-
.eIiargetif income-tax isalsblftcludSd bdt.He aSks the country toa~ 
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~ uniform cut in salary as the plainest and. necessarily the best. I accept 
it and I challenge him that the country will accept it provided you recom· 
mend an uniform cut in salary without mixing up the que9tion of sur· 
·charge of income-tax in it. Sir, the surcharge on income-tax is to be 
paid by all irrespective of .the fact whether he is a Government servant 
'or a non-Government servant. 'fhe cry of the country is that the officials 
in India are paid more than any other country in the world. As such the 
cut in salary should in no case be mixed up with surcharge. I once more 
-challenge the Finance Member to accept a Bat rate of 10 per cent. ex· 
elusive of. surcharge on income-tax. Sir, the civil estimates come to about 
~ crores in round figlH'es :md a flat rate of 10 per cent. would give tho 
-Government 00 lakhs instead of the Rs. 35 lakhs that they are expecting. 

Why should Government show sympathy for the higher paid 
4 P.I(. officials against the lower paid subordinates. In effect, t·he pro· 

posed flat rate has worked out in a graduated scale-in the reverse order. 
Are the ofiiCtt's and establishments getting a uniform pay? Certainly 
not. Why then Rhould there be a uniform cut? The lower paid officer,i . 

. who kno~ not what luxurv is, who know not how ro meet even the bare 
,necessities ot life~ who fiD'd not money enough to give proper education, 
not to speak of higher education, to their children, who borrow money at 

'usurious rates of interest to marry their daughters, who have no money 
'to render proper medical aid in times of illness-these lowly paid officers 
are the worst llufierers under this cut. Ther.e cuts and retrenchments do 
not eycn touch t.he various costly concessions that are being enjoyed by 
"the most highly paid officers tinder the Lee Loot, as it is called by my 
countrymen. If the Government want to introduce a principle of uni-
formity, as has been so bluntly advocated by my Honourable frienti. Lhe 
Finance Member opposite, whv t.hen thi'! invidious distinction? Why then 
are their costly allowanc~es n~t touched? Sir, it is a most iniquitous 
principle whidl the Honourable Member has propounded. 'rhe lowly 
paid officers are making such greater sacrifices under the Honourabla 

· Member's pet theory of nominal uniformity. hut which in essence is a 
graduated scnle in the reverse order; i.e., the higher the pay the lower bhe 
cut in the salary, as the higher paid officials will have to pfly a higher 

: amount by way of surcharge on inoome-tax. Here, Sir, I request the 
· 'Honourable Membel'!' of this Houee to remember that thou/Zh the Finance 
· Member has repeated times 'without number that the Lee concessions are 

part and parcel of the pn~' of the Services, the 10 per cent. cut propo!led 
· does not affect these concessions. Why are not nfficers drawing huge 
pensions outside India marle to surrender 10 per rent. of their pensions 
while poor clerks on Re. 40 are made to suffer cuts in their salary? 

Sir, from the first interim report of the Retrenchment Committ.ee we 
find to oW' utmost surprise that the allowances and honoraria of the 
Survey of India Department alone amount to 7'16 lakhs, to 1'48' lakhs 
in the Geological Survey, to 7·05 lakhs in contingencies, supplies p,nd 

· services, and to 4'98 lakhs in the Mint Department. May I ask if it is 
,fair and just to s&crifice low paid men while these luxUTies are. aIlo~·ed 
by the G'overnment. Sir, a grave charge appears to have been made h1 

, the Committee against the Government for not supplying the necess9.l'V 
information regarding '~number of perm!lnent and temporary staff", 
"'pay proper",. "special payor duty allowances"', "compensatory m:local 

_ allowailces", '~hou!le ,rent·", "travelling allow9nce&"'and "total of pay aDd 
: anowanc~s." vide pru::a., (17) at page 8 of their interim report. This non. 
1IUpply of adequate information ralsesB strong suspicion in the mmda r;:4 
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the tax-payerS, who are after· all the real pay ma~ters. Like the greatest. 
of all English dramatists, Shakespeare, we ~~~ say, "'J?lere are mor~ 
things in earth and heaven than are dreamt of m the phl~OSOphy of un}-
formity in cuts .. Officers that can be touched by the India Government 
must he mnde ·toforego all such superfluous amenities and as for others 
beyond their .reach, the Honourable Members must take a. firm attitude 
and recommend to the Secretary of State for India their withdrawal. The 
Honourable Member said that there was depression all the world ovel'. 
Does it not follow that such world crisis demands the maximum sacrificlt 
from o~e and all? . 

I now come to income-tax. l'he interim report shows a huge increase 
·in expenditure as compared with that of 1913-14. While the e.stimated 
income of this year is 6 times the income of 1913-14, the expenditure hall 
gone up by 16'6 times the expenditure of 1913-]4. The perc~ntage of .e~
penditure to revenue in 1913-14 was 1'7, while this year it IS 4'4. 'Ibis 
-is extravagance with a vengeance I Before my Honourable frie~d, the 
Finance Member, comes up tothia Council with proposals of .taxatlon, we 
want to see maximum retrenchment in this Department. The bona fidett 
of the Government must be proved by abolishing the unnecessary posts 
as recommended by the Retrenchment Committee at page 12 of their 
report. Extraordinary scales of pay which are outside· the regular scales 
must be abolish~d. -

THE HONOURABLE THE PRESIDENT: The Council is not hearing any-
thing of the Honourable Member's speech except the first few words of 
each sentence. He drops his voice at the end of the sentence, 80 that 
nothing whatever is audible. 

THE HONOURABLE MR. MAHMOOD SURRA W ARDY: All right Sir, I 
am trying to speak more audibly_ On the other hand, the taxable 
limit has been reduC'ed to Rs. 1,000. In a poor country like India, it is 
nothing but criminal negligence in not making the maximum cut and 
retrenchmellt in the mo,t highly paid posts. This lowering of the taxable 
minimum is most unjuRt, inequitable and unfair to the lowly placed 
officers. All officers with a salary of less than Rs. 2,000 per annum 
should be exempted from the tax. If you tax us here, why should you 
not tax all salaries, allowances, pensions, etc., paid b.' India to ·people 
outside? v. 

. The salt tax is ene of the most iniquitous and unjust taxes. There-
~s hardly .lDy country where this important commodity of every day life 
IS so taxed. Why then should salt be taxed in this country alone? Sir. 
I have not words enough to congratulate the. Honourab1e the ]'inance 
Member for .t~e thoroughness with which he has exacted equality of eacri-
-fice f~m al~ III tho: land.· He. has not only made every hl.UDan being 
born 1D Indl.u cont-l'lbutE' a pOrtlOD for the maintentmce of the State by 
means of tn.l" tax on ~I\lt. but be has even made animals useful to and 
kept by men for their own use pay their quota in t.his time of crisis. I 
am only sorry thai the originality of conception is not his but has been 
handed down to him as !! legacy. . 

Sir, it was iJI 1922 that the price of the postcard was raised by 100 
pw ·(lent. as .6 war measure. ,We had expected it te come down to its 
pnr.war level at the £>srJiest.opportunity. But our expectations have been 
fa.lsified and t~e war measure has been perpetuated. And now the Hon.. 
o~le the FlDanc'! Member comes up to this HouCle to further raise ita 
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value by 50 per cent. Thir,. is indeed aD injustice perpetrated by a GQv-
el"Illllent which is more selfish than benevolent ... I a.ppeal to my Hon-
4lura.ble friend on the Treasury Bench to reconsider tl-:e case and .. try to 
meet the deficit b~ drastic cuts and retrenchments. I also ra.Ise my 
feelfle voice against rllising the value of envelopes. 

Sir let me add Il word about military expenditure. The figures of this 
expenditure for the last 20 years are as much intaresting as they prove 
the utter helplessness of the Indian people. In 1910, it was 30·4 crores, 
in 1915 it was 35 crores, in 1920, when there was no war Or any prospect 
of war in the near future, it rose to 68 crores and in Hl24 it came down 
to 60.3 crores. Thifl. vear also the figures stand at f,() crores including 
sbout 8 crores budgeted under other heads. Even with the .proposed 
retrenchment of 1·5 crorl's this year and 4·5 crores next year, thIS expen-
diture is too high' for poor India and at a time when India is absolutelr. 
,safe for years tv come from invasion either by sea or l.'tnd. Both Indian 
:and European opinion-I specially refer to the Madrns Europeans-have 
strongly prote!olted against this abnormally heavy military expenditure 
and with aU the emphasis at my command I enter my most emphatic 
protest against it. The cost of the British soldier is now 6 times that of 
1m Indian, although it was 3 times in 1918. The remedy lies in Indianisa-
tion so often pressI'd by the Legislature. The recommendations of the 
Inchcape Committee to reduce the number of Indian and British troops 
'have been left unheeded by the Government. According to the decisions 

. of the Brussels Conference, this defence is r,ot to exceed 20 per cent. of 
the total expenditure, but India is credited with the unique position of 
maintaining I1n army Ilt 62t per cent. of Central expenditure. Even 80 
late as the Simon Commission, their economic ad:viser held that. military 
expenditure. was out of all proportion in India. Sir, India with her 
starving and ha~f-nuked millions is smarting under a military expendi-
ture unparalleled in any part of the world. There is yet time to cut it 
and I appeal to the Government with all the earnestnesR I can command 
to make drastic cuts and sllve money to meet the deficit. The Mpitation 
charges are unjustly saddl~d on India for the good of England and the 
Empire. Why should it be then borne by India? Despite the' much 
vaunted professions of the League of Nations, despite the disarmament 
proposals and other international agencies making for world peace, despite 
·the pompous. decIa.rations of the Simon Commission, despite the pious 
recommendahon~ of the Inchcape Committee, the military expenditure 
atands as high as the Himalayan mountain and our voice has become 
hoarse with our vehement protests and we. stand utterly helpless aile! at 
ihe mercy of the m:lif.ary authorities.' . 

There i", pJf'llt.'.' of ;oom for very heavy cuts in the Agricultural 
Besearch Office, the Rad~ay Board and Tariff Boord, as pointed out by 
-the Retrench!Df'nt Co~m)ttee. If the Government does not accept its 
recommendatIOns, and If the Government· passes this Bill before the full 
report of I he Committf'e is received and discussed Oil the Boor of this 
House, the heavy additionaJ expenditure for such Committee is unjustified 
1Uld a mere waste of [:0 much hard-earned money of thc rate-payers. 

Sir, let me repent and request the HOnourabJe -Mr. McWatters to 
'Spare the lowly shrubs and sacrifice the tall trees. According to the 
law of nature, the storm strikes the tallest trees and leaves the smaller 
t~ u,ntouched. J~ut the Indian Government appears in this financial 
.enSlS to be :1 mightIer person able to change the law and strike the lowly 
shrubs most and leave the tallest trees of the aciminist·ration unhurt. . 
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Before cr,ncluding my speech and resuming my E'eat, may I ask the' 

Finance .Member how 8 private individual meets such an emergency as. 
the present? How do all the European countries who have gotunbalanc·ed 
budgets in an emergency like the present meet the emergency? 

With "jour permission, SIr, I shall quote a short passage froni the-
official report of }'nrliamelltary Debates in the Hou!:le of Commons dated 
~th Septen!ber. 1931. ThEe Honourable Sir Oswald Mosley in the course 
of his speech m",k<'1! i.he following observations: 

"Sir I was about to observe that many people seem to think that we are the-
only co~ntry in the world faced with the prospect of a Budget deficit. As a matter 
of facti, ours is the only oountry in the world which is ~g any ·s~ps to meet. it. 
Deficits are the fashion nowadays. All the best countries ha~e defiCits. Amenca .. 
'1)e strong boy of the world, has all enormous deficit, far bigger than the one 001" 
fronting us. France, I think, has always a deficit-I find that Rearly all coullt~ea 
have big deficits. There is no collapse of their ex~hanges, no withdrawal o~ f?relgn 
deposits, no efflux of gold because they have depoBlts. Why! Because theIr lodus· 
trial po·sition is strong and the investor ha.s confidence." 

Sir, here I want to point out how the inherent soundness of our in-
dustrial position and perennial balance of trade in our fay-our are sought 
to be jeop!H'dised b} the £'luel imposition of additional burdens by way of 
import duty on machinery and heavy surcharge on income-tax. I shall 
continue the qu:otation: 

"Therefor", tlhe view I have to put before the House is this, that it is far more-
~ ~mportant to give the world confidence in the industrial future of this .countl-" than 

t() try to balance th&. Budget upon a basis of revenue which will soon p"ove illusory. '!: 

I would commend thi~ view for careful consideration by the Honourable 
the Finance Member. . 

Sir, a word mort', Bnd I have done. I would even go so far as to-
suggest even if the fullest economies fail to balance our Budget, resort 
might be hBd to n flhort- term loan instead of imposing fresh burdens 011' 
the people at thiR stage. Sir Oswald Mosley goes on to observe: 

"We then ·shonld adopt the method of balancing our Budget Q;lvocated by Mr~ 
Xe~ee and oth~r economist_" 

helll is the Iluthority quoted by the Honourable the Finance Member and 
others also: 
"which is simply t~ bo~row and continue to borrow." 

Sir, I request the Honourable the Finance Member to give thealt 
remarks his most enreful oonsideration and· to save t.he country from the-
horrors of heavy additiona.ltaxstion. 

THE lI~NOtmABU! MR. P. H. 13ROWNE (Bengal Chamber of Com--
merc~): SIT, we have gathered here in this extra SeE'sion to give our 
blesslD~ or the reverse to what, I think, the whole House are agreed is a 
~erfectly p.o~nollF.< Bm. I do not for & moment say that I or any of us 
In the pml1tlon of the Honourable the Finance Membpr could have done 
,any better: There h,ave been various suggestions put up by the House, but 
I ,am afraid the~' WIll not be acceptable to the Honourable the Finance 
Member. I thi~k .we are' g~nerally agreed that the Budget must be-
lmlanced.hutthIS IS j\ bad BIll a,nd we none of Us like'it. 
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, The position is that, Government are like many of us ·inthe street. 
and have allowed their expenditure to exceed their income. . Tp.ere how-
ever the resemblance cesses. We are unfortunately unable, like ih.e Gov-
ernment, to command an all-reund increase of 25 per cent. on our. mcome 
much as we should ,like to. We have to cut down our expenditure on 
our amusements, om, clothes, drinks, and smokes antI possibly even the 
baby's shoes. Bllt we must balance our budget or e'VE'ntually close U!? 
I am not saying fur 1\ momE:nt that Government have n.ot cut down theIr' 
expenditure to a "cry considerable extent buy the {(·chng of the House- ' 
undoubtedly is that far greater retrenchment is posslble. I am not pre-
pared to '3upport th;l,t view, although the figures of Govern~ent .expendi-
~ure in: the IRst HI or ]5 years do undoubtedly show n serlO us mcrease. 
lWe have had a nnmber of fairly expensive committees sitting for weeks 
investigating where retrenchment can be made and they have all put in 
voluminous reporcs which I understand are mostly b~illg a~cepted by the' 
department~ concerned: personally I do ,not thmk that more 
retrenchment comlmttees will obtain further saving. But I do appeal 
most seriously to His Excellency the Commander-in-Chief and the heads 
of all Department;: not to stop where they are. After a big stir up and 
a big inquiry we are all rather inclined to sit back and say: "Well, that 
is done, we have made a big cut and there it is." But in, Government 
expenditure just the same as in any big offioe I think there is alvv:ays room 
for some further r€'irenchment without loss of efficienc.v, and I do appeal 
to all Dep':l.rlments llot to relax their efforts in this reElpect. 

As regards the taxation in the Bill a number of speakers have stated 
that they are of opinion that taxation has now got tv such a pitch that 
the resulting incom.· will be gradually reduced. We read letters to the' 
papers on this maitu with reference to motor cars, drink and various 
imports. Income-tax and super-tax are getting higher and higher resulting 
in a stead} r,~duetion of capital available for the extension of. businees 
and employment of Inhour. I am quite' certain the Honourable the Finance 

, Member full.y appreciates that point but it is most irr.pcrtant :that at the' 
first possible opportunity some of this taxation should be reduced. We 
are too highly taxed, the development of husiness as. being handicapped 

: and as my friend over here said unemployment will continually increase. 
,Well, Sir, I regret to say that I have no suggestions to make in lieu of 
the taxation proposed by the Honourable Member. I strongly support 
the Honourabie !\'!'r. Miller's suggestion that if any of us can put up any 
fresh proposal by next. March or April that Government should give the 

. matter their fu!lest. "ori~jder8tion 8S if any method of taxation less onel'011s 
on the country Cf\n be discovered it should certainly have the fullest oon-
sideration 'l.nd if pos!!ible be adopted in place of Rome of the measures of 
ithis poisonous Bill which I regret to say I shall have to support .. 

THE HONOURABLE SARDAR CHARANJITSINGH (punjab: Nominated' 
Non-Official): Sir, -it is admitted on all hantts 'that this Bill is of an 
unprecedented character. However, as the needs of Administl'ation require 
money, I am prep~red to vote for it. At the same time I feel it my duty 
to bring to the notlCe of the Government that the situation in the country 
i8 very Elerious indeed. At a time when the economic depression is of· 
unparalleled magnitude any measure which is calculated to increase the 
already heavy burdens of 'the people is, I am afraid,· apt to swell the 
numbers of. the disconte~~ed. Our efforts: I submit, should at this jU!lcture 
be con~entrated o~ de~s~ means. to ":"lD the sympathies of the peonle, 
andWlth that obJect m VIeW', WhlCh m my humble opinion, outweiglis= 
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-every other consideration, I would ea.rD:estly reque~t the ,Gove~ent ~ 
give early relief to the tax-payer. It IS only by mcreaslDg the mcome 
-of the people and the value of their produce that. the Exchequer can !eally 
.be enriched and the contentment and the prospenty of the people achieved . 

. THE HONOURA.BLE MR. M. D. DEV ADOSS (Nominated Indian 
Christians): Sir, the Government wants money and wants i~ badl~ and 
the Bill must therefore go through. There are two ways (;1 meetmg a 
,deficit in the Budget: (1) by inc,reasing the revenue and (2) by cutting 
down the expenditure. As regards the first course, let me observe that 
India has been taxed to the utmost limit. The proverbial camel ca.nnot 
bear any more burden. Increase of tariffs does not always mean increase 
.of revenue. Undoubtedly heavy tariffs lead to a reduction in the volume 
-of trade and consequent loss of revenue. In thiR connection I wish to 
.quote a passage from Mr. Pritchard's bock on Indian Administration: 

"One of the first things Mr. Wil8Ol\ (iitst Indian Finance Mem'ber) had to do 
'Was to correct a grave error into which Lord Canning's Government had fallen jUBt 
IPrevious to his a.rrival, from want of acquaintance, with, or ·in consequence of dis-
.regarding, the very first principle of political economy. Excessive imposts always 
result in the repression of trade. How Lord Canning could have fallen mto 80 great 
n mistake as to raise the tariff upon certain imports from 5 to 00 per cent. at one 
:sweep, it is difficult to understand. The enormous increase had the effect of check-
mg trade to such an extent that the revenue derived from the duty on these articles, 
inll'lAnd of rising to four times the amount, fell at once to nearly one-half. Mr, Wilson 
.at once rectified this by reducing the tariff to 10 per cent. from 00." 

It is wrong to suppose that by increasing the tariff unduly you can 
-get a proportionate increase in the amount of revenue. Machinery ought 
not to have been taxed, for according to the Fiscal Commission'£! report, 

-the raising of revenue by taxing machinery is not a wise course. Income-
,tax no doubt is a legitimate source of income, but lowering the taxable 
minimum undoubtedly is not a wile course. The cost of collection from 
'Persons whose incomes are between Rs. 1,000 and Rs. 2,000 wi]} nearly 
'swallow upwhll.t is collected. It might be said that tllere W88 a time 
when the taxable minimum 'Was RB. 1,000, but ~ those days, the revenue 
authorities, the Tlilisildar and the Revenue Divisional Officer did income-
'tax work, and there was no separate department for income-t~x collection. 
Now, ~e have. ~ costly machinery and the income that would be got by 
-employmg additlonal staff would nearly swallow up the income tha't is 
-expected from low:ering the taxable minimum. Then, as regards the postal 
Tates; I am ~frald the Government have laid themselves open 'to the 
..marge of taxmg the poor man'sl'A>rrespondenee and not the well-to-do 
mB:Il:'s by not raising foreign postal rates. I would a.lso suggest the desir-
ablhty of going back to the practice that prevailed some vears ago of 

.chargmg only one anna for letters not weighing mo.re than n "tala. When 
thf: ~ovemme~t cannot e?,pect much help from' new taxation; it should 
turn It~ attention to cuttll~g down expenditure, The cxpenqitUl"e on the 
Army IS o.ut. of all. pr«;>portIOn .to the neoos of India. It is an admitted 
fact that It 18 mallltamed at Its present str~ngth for Impenal purposes 
The follo~ng extract. fr~m the Despa.tch of the Government of India, quoted 
by Mr. Sltarama RaJu III the Assembly, is pertinent to my contention: 

.. Milliolt1l have been ape,nt on increasing the army in India on arm t et 'd at. . lit d st.i • , ,amen s, c., to l'J"OVl e n ~~n orne. c enemies ?r ~ prevent tPe incursion of the warlike 
peoples of adJouung counme. but to mamtain tlte· supremacy of Britiah power in the 
East. The ecope of all th.oee great and COIItly ~ ia faT beyond India's limit.s, 
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hut the I policy which dictates ~hem ~s Ian Imperia.~ policy. We cJai~ thel'e~~re in the 
maintenance of British forces In this country It Just and even a libera.l vIew should 
be taken of thech_gas which should· legitimately be IJIade ,agaillllt. Indiaa. tleveP.U8B,~' 

'Mr. Buchanan, who was once Under Secretary of State for India,aa 
II. member of the Welby Commission says: 

"In 80 far 88 the military defence {If India. is corIcerned, Indin paYII efttyUtitrg 
and the Unitfld Kingdom nothing and yet the maintenaaoe of dIe military dl~~ of 
·India is one of the greatest Impedal questiOllB. In the lI1ili~ at.nngthof Inclla II! t'!e 
main factor in the strength of our Empire in the EM!!. In virtue of that Graab BritaUl 
j. a g.reat Asiatic power." 

If this is so, Sir, it is but fair that the British Elrobequer ought. to 
bear a portion of the cost of the Army' in India. I ,think the ~MI: 
Government should ·take OOIW'age in both hands and pr~s upou.BritiMi 
Cabinet the justness ami equity of its bearing a portion ()! t.be 8Xp8ftll!-
which are incurred in maintaining such a huge army as we ba';6 ll,l 
India, and if the British Government will not. consent to sharmr a 
portion of the burden, I thhlk it is but right that the Indian Gov.el'bmellt; 
should reduce the strength of ,the Army. Sir, beforet~ War, the «MIt 
of the Army was 29 croreR. By 1922, just before the Inclwape,Commit~ 
held its enquiry, the oost had risen to 68 erores. an increase whicilwM 
attributed by that Committee to the genel'lU. rise in prices, the enJmDoed 
rate of pay grant.edto all ranks, improvement-s in t.pe. standard ofcomf«t 
and amenities of the troops, additions to and improvements in. equipment 
and the adoption of a higher scale of training and the inersnae in .~ 
effective charges. My suhmission is, Sir, that consider~le rMlIc'tioG 40uld 
be made UDder these heads without in any way affecting the efficiency of 
the Army. 

The cuts in the civil &penditure are also not adequate enough con. 
sidering the present state of things. It is 8 most unwise policy! think 
to dismiss a number of low paid clerks and petty officials who have no 
other means .of earning their ~ivelihood. They'8I\I likely flo swell tile 
ranks of the dIscontented antI I fear they may go 'about the country 9CCU8ing 
the Gov.e~ent of favouring 'the highly-paid officials snd of dimnissing 
the low p&d roes. This, I fear Sir, might create a lot ot troUble ,in 6he 
country whioh ,it would not be easy t,o allay or 'prevent. 

I would suggest one or two m~es of inc~easing the revenue of the 
cou~try. The flrst is, ~he levying of income-tax on pensions paid out (\f 
Indulll revenues. It mIght be smd at once that there is Il teohnicalor 
lega.l difficulty in the ~'ay, My suggestion is, let pensions be paid in 
IndIa and let. the. pensIOners make their own ,rtrl'angements for drawing 
them from thIS c~lIntry. So far flS .pensionf'rs resident in England are 
conoerned, they WOl!I? have no reason to complain for ,the British Income-
tax Act ~ake~ WOVI~If)n, for. ~he pa,vment of income-tax at the Rourceand 
whatever IS paId IS gl.ven credit, to,. Rnd st) they will not Ruffer by onr taxing 
them llnder the .I.nd1an Income-tax Act, . No doubt people who, in order 
t() evade the Bnbish Inc0'!le-tnx Act. ore residing (m the Cont.inent or in 
t!te Free State of Irela~d wIll b~ affected: With them we have no svmpathy. 
:What ~ a~ now d~mg, pRymg penf!1ons in England without deduilting 
In.come.tax:, 18 beneflht;Ig the Enghsh exchequer at our expense. 1 think 
SIr, . that IS not. a faIr way of dealing with thesitustion . . ,\Ve capnot 
Ilfford to .be ch8lMtahle when we are actually suRf)ring',i!o rnijch. I would 
also suggest· ,:ne or two fr~sh ~611rces of. tantion. Large' quantities of 
ml\nure and oIl-seeds and OIl CAkes ore bemg exported from this country. , 
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In th6 interests of the planters and the raiyats I wQlUld suggest the imposi. 
tion of 8 tariff on manures and oil cakes. As regards oil-seeds, it might be 
said ·that trade might be affected. The countries which import oil-seeds 
are the Continental countries and a small tariff of 3 or 4 per cent. I think 
would not in any way affect the trade. Sir, there are lIther sources which 
can be tapped and I ilo ndt want to weary the House with enumerating 
them·for this is not the occasioR for going into them in detail. With 
t~ese rem~rks, Sir, though the taxation proposals are very unwelcome, I 
WIsh to gIve my support to the motion. 

THE ~ONOURABLE SIR GEORGE SCHUSTER (Finance Member): Sir. 
I should hke at the outset to say to the House that I am sure they will 
credit me with honesty when I say that it is with real regret that we 
oome before the House,' that I myself am present in the HOllBe, in the 
circumstances which now apply to the present ~ilt I am sure Honour· 
able Members realize that if Government had been able to follow the 
namial -procedure and not to have had recourse to measures which were 
thought necessary hi the present case, Government would have very 
greatly preferred it. But I would ask Honourable Members to appre-
ciate the Government's position in this matter. It is a common phrase 
that the present Government is irresponsible. That phrase is used in a 
certain technical sense, but the real fact of the situation is that the 
Government _ under the present constitution carries the responsibility and 
has no means of shifting it upon anybody else. In those circumstances 
Government are forCf·d to do what they consider to be necessary in the 
intere. of the country. On the present occasion we were entirely frank 
and honest with the Legislature from the outset. We told them-and I 
need not go back over the circumstances in which the situation arose-
we told them that we were faced with a national emergency which made 
it· absolutely necessary to take drastic and swift action. In forming OUt 
plans for that action we framed them in a way which we considered to be 
the minimum necessary to deal with the situation. The situation is just 
as serious now as the situation when we formulated our proposals, and if 
we were now to reduce in any sense the measures that we put forward 
we should be falling below the minimum which we consider to be neces· 
sary. But I may be told that even in a case of that kind the Govern-
ment ought to do something to meet the wishes of the popular Assembly. 
I have thought a great deal on that question and it seems to me that 
if vou follow it, to .the logical conclusion the result is thiR. It means th'lt 
the. Government. the Finance Member on behalf of the 
Government, mU£1.t on an occasion like this always come down to the 
House in the !lame spirit as a man who goes down to bargain in the 
bazaar. If it were to follow out that principle I ought to come forward 
and ask for something more than I am ready to accept, so that in the 
last stages of the discussion I may have something to give away in ortier 
to please the popular Assemblv. Now, Sir, I nm Rure that no one 'vho 
Rf'.riouslv thinks over the situation would expect t.he present Government 
in itR present form to adopt tactics of that kind. and therefore in the 
present CI\S£l we were forced to st811d on the propoRals which we had put 
forward. for we felt that if we had given away the four crores which had 
heen ('ut out, of the Bud~et we should have failed to Rhow thnt determi-
nl\tion which it appeared to us the circumstances rendered ab'lolutel" 
neCeRRarv. I would like t{) Rav one more word on that subject. It ill 
ne!'esRllry' to ('on sider what. eXR~t.ly were t,he features in our pll\n which_ 
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according to the vote of the Assembly, would have been eliminated. Wtl 
should have lost the additional taxation on the lower incomes, we should 
have lost the machinery import duty, we should have lost the increase 
in the postal rates, and to these three items one must add' a. fourth, which 
I think really slipped in. more by accident than otherwise that, as regards 
next year, but not in the current year we should have lost the additional 
income-tax on incomes below Rs. 10,000 a year. 

Now, Sir, we have heard a great deal in this discussion, both in this 
House and in another place, about the operation of the law of diminishing 
returns and about the need for broadening the basis of taxation. I have 
found it a little diftlcult to follow those arguments. I think Honourable 
Members who used them will find it a little difficult to apply the argu· 
ments that they have used to the conclusions which they seek to draw 
from them, I fully admit that, so far as the customs import duties are 
concerned, it is quite possible t.hat at least in the case of certain items 
the law of diminishing returns may already be in operation. But those 
are just the items in our Budget which the whole of the Assembly would 
have been willing to pass; and it is the other items which are unpopular 
and those are the items to which the law of diminishing returns does 
not really apply, Now in the case of these four taxes which the Assem' 
bly would have cut out they would have cut out three features where we 
were going to new fields, where we were really tapping new sources of 
taxation, and however much Honourable Members may dislike them they 
are taxes which might even in the present times be expected to produce 
substantial revenue and which are reallv more reliable sources on which 
to rely than many of the other features 'in the whole of our plan. Therf'-
fore it would have been particularly difficult to give up just those thrt" 
measures. I think it is important that this House should realise that 
position. 

Now, I would like to tum ,to the general course of the debate. I shall 
try to be as brief as possible because the subject is already a very well 
worn subject, and even if Honourable Members here have not been pre· 
!;ent in the discussions in the other House I trust that some at least of 
them will have read the reports of those discussions. If they would do 
me the honour to read some of the speeches that I made and some of 
the statements that were circulated, they would get a very good idea of 
the whole of Government's case. Now; in the first place it is necessary 
to realise the situation in whieb we are placed. My Honourable and 
gallant friend from the Frontier compared me to a doctor who ho.d 
wrongly diagnosed thp situation. I thought when he used those word. 
I was reminded of the title of a well known play "The Doctor's Dilemma". 
I think the doctor in thfo present case was in a very unpleasant dilemma. 
But. Sir. I cannot agree with my Honourable friend in his statement of 
the case. He said I had wrongly diagnosed the situation on the occasion 
of the last Budget, because the remedies I had applied were wholly in-
effective. I would put it to him in this way. I, as a doetor, Was treat-
ing a patient suffering from a serious but not a dangerolls disease. nnd 
in the course of the application of that treatment the hospital took fire 
and the whole of it was burnt doWn. The patient in t~ose circumsban(!es 
is liable to suffer 1\ serious relapse in his condition and needs perhaps 
quite a different treatment. That is reaU~ a. paral~el to the pres~t 
dtuation. Weare not concerned merely WIth the disease from which 
India is suffering. We had, it is true, .certaint~b~, c.ertain re~djUBt· 
ments were necessary in our purely Iruban financIal 8ltuatlon; but 10 th. 
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, [Sir George ,b'chuster. J 
IWcist of dealins with those troubles we have been caugpt up in this con· 
iJagra.tion which hils (.'ome upon the whole world. 
", :Tu HONOURABLE M.\JOJ1NAWAE Sm lYIAHOMED AKBAU KHAN: 
waS not this hospital msured, Sir :: 
, T.uB HONOURABLE SIR GEOHGE SCHUSTEU: I would tell my Honour· 

able friend that analogies ate always dangerous, but however much the 
40spital might have been insured that fact would be very small comfort 
to the patient in my analogy, if he were suddenly to find him-
self' ca,rried out into the cold. Sir, if my Honourable friend would study 
the condition of the world, if he would study the condition particularly 
of those countries that rely on prim!ll'y agricultural products for their 
economic position; he would see that India is by no means the worst off. 
Let· him consider the position of Australia and the measures that have been 
necessary there; let him consider New Zealand or the South American coun· 
tries. They are all in a desperate position; and I would go -so far as thil:l 
when Honourable Members ask whether it is likely that our buclget estimates 
now will be realised, I would go so far as to say this, that if there is not any 
general improvement in world conditions, then we are face to face with some. 
thing very near the breaking up of modern civilisation. There is no 
country which can ,stand the present conditions and if prices do not improve 
then we shall be involved in still further troubles not of our own making 
but which would come upon us from the outside world. It is not only 
the countries that rely on primary agricultural products of course that arp 
in c:li£&Julty. One of the latest speakers reminded us that an the best 
countries had heavy deficits now. I would remind this House that last 
year Fran<.le, one of the strongest financial countries in the world at pre· 
sent, had a deficit on their Budget of 1,500 million francs; I would remind 
the House that the United States had a deficit last year of 003 million 
dollars and that in the first quarter of the current year they fell below 
the budgd c,,;tilIlate h.v no ];,8,; than 374 million dollars. J'he position d 
.the United Kingdom is well known. Their deficit for the current year 
is expected to be £70 million sterling and if the real facts of the situation 
are examined it is much higher, because they have only reduced the deficit 
to this figure by drawing on certain special funds to keep it down as low 
as that, Bnd for next year they anticipate a deficit of £170 million 
sterling. That is the condition of the world and it is no use saying that 
the Govemment of India are responsible for the present position of India. 
None of us who are caught up in this terrible trouble can help it. 

THE HONOURABLE RAJ BAHADUR LALA RAM SARAN DAS: How have 
those other countries met their deficits, by retrenchment and by extra 
taxation? 

Tn HONOURABLE Sm GEORGE SCHUSTER: I am coming to that 
point later on. I was goin~ to say this, that it has been suggested by 
c·ertain speakers that althou~h we are in this trouble we ought not to take 
e'mergency. measures to den I with the situation. It is a point which I 
think requires a very short treatment from me, because although it was 
mentioned by one or two, I think it is quite clear that the general feeling 
of the House would not agree with that attitude. But supposing we did 
try to take that line, suppos~g we ~ollo~ed the .a?vice of one of the 
speakers that we should dea] wlth the SItuatIon by rSlsmg loans, we should 
very. Boon-at the very first . ~ttempt-be brought up against the failure of 
that. . method, for the very Illmple reason that we should not be able to 
r~iee the loans, .and that ,is~-0De of 1ile f~t8 w~c~ H~nOUl'ab1e Members 
who make these suggestiOO:& would· qw~y realise if they themselves 
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were canying the responsibility. But that is a point with which I do 
not intend to deal at any length, because as 1 have said I take it that 
both in the Legislative Assembly and in the present Council there is no 
strong section of opinion which would advocate courses of that kind. 
Practically all the speakers to-day have agreed that it is necessary to 
take emergency measures to balance the Budget; and if there is a difference 
of opinion it is not as regards the object that we should aim but as 
regardli, the methods by which we should achieve that object. Now if I 
go over what has been said it seems h> me that there are a certain number 
of points which have been made, points where Honourable Members would 
differ from the line that the Government have taken. Some say that 
more retrenchment is necessary; others say that different forms of t~xation 
are necessary; one Honourable Member has suggested that we should 
make a heavier raid on the sinking fund. 'l'hen my European friends say 
that while they agree in general with our policy they think that in details 
it certainly should be· revised. Others again say that whatever we do, 
in any case the country cannot stand this taxation; and lastly they say 
that whatever we do, we are not going to raise the necessary. revenue. 
N.ow, I should like to take those points one by one. I think they cover 
the whole field which has been covered in the debate to-duy. Let me 
take first of all this question of more retrenchment. Again I will not 
attempt to deal with it in detail, but I would ask Honourable Members 
to stUdy carefully the papers which have been circulated to them. But 
1 think it is clear from the remarks that have been made by all the 
speakers that they have not really appreciated the extent to which thc 
Government has proposed to cut down expenditure. I would ask Honour-
able Members particularly to Htudy a table which has been cil'eulated 
with the papers, an analysis uf revenue and expenditure of the Central 
Government starting with the year 1921-22. 'l'hat really shows the truth, 
it divides up the budgetary figures in a. way which reveals theftrue 
position. The budgetary figures considered as a whole are really most 
misleading when you are considering this question of retrenchment or 
when you are trying to form a judgment f~S to what is the field of expen· 
diture to which retrenchment can be applied. Now, looking at that table 
you will find that I have analysed the administrative expenditure, 
separated it out from debt services and other headings, and there are 
two columns which deal with administrative cxpenditure, the net military 
expenditure and the net civil expenditure. Now, the expenditure in 1930-
31 was on those two heads 77 crores a'bd 59 lakbs and if we can rea1is~ 
our plans that expenditure in 1932-33 will be reduced to 64 crores and 
89 lakhs. 'l'hat is to say, since 1930-31 a reduction of 12 crores and 70 
lakhs which means something like 16'4 pel' cent. of the total expenditure. 
Now, I do ma.intain that if we can cany that out it is a very remarkable 
achievemellt. an~ I would likE; t,o go a little further back because my 
Honourable friend Mr. Browne speaking last referred to the enormous 
growth of e),:penditure over the last 15 years. Well. the earliest year 
which I have got in this table is 1921-22 and the expel1diture under those 
two heads in 1921-22 was 89 crores and 83 lakhs. That is to say that 
the figure 89 crores and 83 lakbs will be reduced next year to 64 crore8 
and 89 lakbs. Now, I think on those figures it is hardly fair to refer to 
the enormous growth of the expenditure, and if we can cut down to that 
figure and get any sort of return to normal economic conditions for 
this country then I say Indian finance will really be down on to a sound 
foundation and there will be a very good chaMe wr the Government of 
the future to find some margin. for expa~ion as rB#?'ards produotive 
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expenditure and a very considerable margin for the reduction of rates 
of taxation. It is the lowest figure-we have got it down to a figure 
many crores below the lowest figure since the war. 

THE HONOURABLE MAJOR NAWAB SIR MAHOMED AKBAR KHAN: 
But, Sir, why are you going down to 1921-22? We want you to go to 
the expenditure of 1913-14. 

THE HONOURABLE SIr. GEORGE SCHUSTER: I .am going to deal with 
my Honourable friend's remarks on that matter. But as he has invited 
me now I would ~ike to put it to him. Let him go through the budgets 
d every country m the world :and find any single country which is now 
\\ ithin any appreciable distance of pre-war expenditure. - They have all 
had to .go up bec.ause the cost of administration has gone up in every 
eountry and you cannot get it down again. But I would like to oarry it 
further because in the case of India-and mv Honourable friend knows 
this better than anybody else-in the caSe of India the biggest increase 
is in connection with the Army, .and inregsrd to the Army my Honour-
able friend should also know because he has been on the Army Retrench-
~nent Committee, he should also know that if the present Army expendi· 
ture can be cut, as we now propose, by another 5t croref:l, then he will 
be down to a figure which leaves no possible margin unless you go in for 
a substantial reduction of troops. And I say that with great confidence 
tor the following reason. The Army Retrenchment Committee has so far 
it is true not covered the whole of that field but it has covered a very 
substantial part of the field. The Army Committee's recommendations 
provide for savings in that field of something like 274 lakhs-I am not 
sure whether I have got the figure exactly. 

'rHE HONOURABLE RAI BAllwUR LALA RAM SARAN DAB: About ;) 
prr cent. on the table. 

THE HONOURABLE MAJOR NAWAB SIR M4HOMED AKBAR KHAN: 
Sir, I am not talking only about the Army, I am talking about the civil 
too, It has gone up to eleven and a half crores, leaving o.ut the Army 
expenditure which will be looked after by the members of Its own &ub-
Committee. 

THE HONOURABLE Sm GEOHGE SCHUSTEB: Hut I would put it to 
Ii P M. II~y. Hon~urable friend that a~ regards the ex~enditure on the 

. clVlI, takmg all the tax-gathermg department& mto account, on 
which you cannot reduce expenditure unless you are going to reduce effi-
ciency of collection, taking all thil into account and taking the North-
West Frontier Province, where I think my Honourable friend will agree 
there is not much room for reducing expenditure at present, taking all this 
into account, t,he total expenditure on the civil heads i& only 18 crores and 
there cannot be in that small amount, considering all the duties that the 
Government has to perform, there cannot be a very large margin for further 
reduction. Therefore if further reduction on a large scale, on a scale which 
really is going to affect the Elituation, is going to be brought about, it must 
be in the Army, and if it is in the Army then if my Honourable friend 
wishes to see further economies beyond the 5t crores whICh are being pro-
vided for in next year's Budget it will be impoEISible to get that-and I 
am . sure my Honourable colleague His Excellency will confirm me in 
that-it will be absolutely impossible to get that without substantial reduc-
tion of troops. (Hi8 Excellency the Commander-in-Ohief: "Yes.") 
Therefore, if my Honourable and gallant friend is pressing for a return to 
~918-14 he is pressing for !;omething which will mean reducing the present 
&trength of the Almy by nearly one-half. 
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THE HoNOURABLE MAJOR N AW AB SIR MAHOMED AKBAR KHAN: I 
do not mind the Army, Sir . We will settle that. What about the civil 
expenditure? 

THE HONOURABLE THE PRESIDENT: I think the Honourable Member 
has said that before and I understood the Honourable the Finance Mem· 
ber to answer bim. I think the House will be glan if the Honourable 
Member would refrain from further interruption. 

TIIE HONOURABLE SIR GEORGE SCHUSTER: I RhnlI be very glad to 
go into the figures in further detail with the Honourable Membe:t:.outsi~e. 
But I would reneat the point that, as the total volume of expendIture m· 
cluding a large ilumber of items which cannot possibly ber~d~ICed ~~hout 
loss of revenue is 18 croreEl, if the total amount spent on ClvIl. admml~tra. 
tion to which he is referring incluaing t.he North·West FrontIer Pro~n~e 
is only about 12 crores, I put it to him that there cannot ~e ~thm 
that field a sufficient margin of economy to make any ffilbstantlal dIffer· 
ence in'llthe present financial position because we are short not of two 
crores but of twenty crores. That is a point I want to make. 

Now, Sir, another compariElOn that has been made has been between 
the retrenchment which we are effecting and what has been done by His 
Majesty's Government. Several speakers in the course of this debate have 
&aid that His Majesty's Government, the British Government, have tackl-
ed the position better; that they have tackled it by retrenchment whereas 
the Government of India are tackling it by new taxation. I just want to 
remind the House of the actual facts in that connection. The British 
Government, had to find 70 millions in the current and 174 millions next 
year. A total of 244 millions. Towal'd~ that they are raising new taxes 
amounting to 122 million pounds. That is to Elay by new taxation they 
are finding 50 per cent. of the necessary money. 

THE HONOURABLE MR. ABU. ABDULLAH SYED HUSSAIN IMAM: 
With a surplus, Sir, at the end of the two years. 

THE HONOURABLE SIR GEORGE SCHUSTER: Well, the surplus is. 
one and a half ~illion in. each case, and it is so Bmnll in dealing with a 
budget o~ ~hat kmd that It really does not com~ into account at all. They 
are prOVIdIng for 50 per cent. by new taxatIOn. We, according to onr 
present estimateR, are calculating on the two years to raise about 21 crores 
to meet a deficit of 39 crores, that is slightly above 50 per cent. so that aB 
regards taxat~on the figures are almofAi exactly the same. But when you 
come to conSIder the matter of retrenchment the position is quite different. 
Taking next year, for instance, the British proposals will provide bv eco-
nomy cutEl 70 million sterling towards H deficit of 170. But included in 
that 70 million sterling are ver~' large cuts on items to which we have no 
parallel at all in this country. They are taking £36,300,000 out of the 
Unemployment Insurance and Unemployment grants. They are raiding 
the Road Fund to the extent of £7,860,000. Those itemB together amount 
to £44,160,000 out of their total of £70,000,000. Out of genuine retrench-
ment which is comparable to the EIOrt of retrenchmer.t which we have got 
to effect they are only finding £26,000,000. Now, their total expenditure 
eliminat.ing debt services is something like £;"'>00,000,000 so that their 
retrenchment amounts to a little over 5 per cent. of their retrenchllble 
expenditure, whereas in our case, as I have already informed the House, 
our retrenchment amounts to 16.4 per cent. of our retrenchable expendi-
ture. I think it is clear to Ilny one who studies these figures that &s far 
a& retrenchment goes, we have made a. much bigger effort than even the 
British Government. 
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THE HONOURABLE MR. ABU ABDULLAH SYED HUSSAIN IMAM: 
Will the Honourable Member give us·the figure for-the current year, 1931-
32, for the British Government and ourselves? 

THE HONOU~ABLE SIR GEORGE SCHeSTER~ As my Honourable 
friend has raised that question, I will just say a word or two. He him-
self based the whole of his remarks on retrenchment for the current year, 
but in doing· that, he quite failed to take account of the retrenchment 
which we had effooted in the current Budget and he ought to add to the 
figure of 90 lakhs which he gave a figure, very nearly 4 ci-ores, which we 
had actually provided in our Budget estimates. If he takes that into 
l1ooount,-I would like him to go home and work out the figures-he will 
find that the percentage which I have given applies to the combined·totals 
. to almost exaetly the same extent as when applied to 1932-33 alone. 

THE HONOURABLE MR. ABU ABDULLAH· SYED HUSSAIN IMAM: 
This year's revised Budget is bigger than the first Budget. 

TBB HONOURABLE Sm GEORGE SCHUSTER: I would ask my Honour-
able friend to go and work out the :figures for himself and not to prolong 
my speech by further interruptions. It has already got longer than the 
House desires. 

Turning to the second method, the different forms of taxation, we havd 
!lot had any substantial suggestions. My Honourable and gallant friend 
from the 'Frontier made n suggestion-which from the purely financial 
point of view may have much to commend it-that there should be a 
uniform all-round income-tax of 2i per cent. on all incomes down to Re. 1 
per annum. 

THE HoNOURABLE MAJOR NAWAB 8m MAHOMED AKBAR KHAN: 
Rupees 40, I suid, Sir. 

THE HONOURABLE SIR GEOHGE SCHUSTER: If we could collect an 
income-tax of thnt kind it would be very effective. But I do not think 
that my Honourable friend really expected his proposal to be taken very 
seriously. Apart from that, one of the last speakers mentioned certain 
suggestions which can be the subject of enquiry, and in this connection, 
T should like just to say something about the points made by my Honour-
nble friend from Bombay. He wished to get from the Government two 
[lssurances, first that in t.he course of the normal budget discussion an 
opportunity would be given to review the whole position, and to consider 
alternative proposals, and secondly that in the meanwhile Government 
would investigate alternative proposals. I have no difficulty at all in 
giving him the second assurance, and if he, or those whom he represents, 
have an.Y proposals that they wish us to consider, we shall certainly go 
into them very carefully indeed. I do not wish to hold out any hope 
that we ourselves see the possibility of any substantially new and different 
forms of taxation which could be introduced on t,he occasion of the next 
Budget and substituted for some of the existing taxes, for I cannot myself 
I't\e any possibilities of t&.'{eR which could produce large sums of revenue 
which it would be possible to introduce at that stage. But we ha.ve still 
'two or t.hree months before us and conditions may change, and ma.y make 
it. possible to take up alternative measures. In the meanwhile I would 
ask mv Honournble friend to be content with mv assurance on the other 
point, 'that if he or his constituents have any ~uggestion:s to make,we 
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,shall give them our most careful consideration. In this connection 1 
would remind him of a statement which I made in the other Houae 'to the 
clffect that if we find that, in, the. case of any articles, the increased import 
duties are operating in such a way as to produce an actual loss of revenue 
?\lld also to damage Indian economic interests, we would take actioll. 
!llaking· use of oUt· own executive powers under section 23 of the Sea 
Customs Act, to make remissions of the duties, and, having done that, 
we should come before the House next Session and ask them to approve 
the action which we had taken. That gives a certain amount of elasticity 
towards making minor changes, and again I say that if my Honourable 
triend or the interests which he represents have any suggestions under 
t.hat heud to make, I should be very glad to consider them. 

I now come to the point made by my Honourable friend Mr. Basu 
with regard to the Sinking Fund. I always listen to what he says with 
great care and interest. He generally deals with questions of finance aR 
distinct from mere questions of revenue and expenditure. But in the 
present case I must say that I find it very difficult to follow what he 
has in his mind. His argument seems to be this, that unless the provision 
for reduction and avoidance of debt, or the Sinking Fund, to uae a shorter 
expression, is used for the active support of Government securities in thA 
market it has very little use. to anybody. He said that as at present 
applied, it was functioning neither for the reduction nor for the avoidance 
of debt. I am sure mv Honourable friend did not mean that seriouslv, 
because it must be ob~io'us to him that if we have a provision in the 
Budget--6,78 lakhs-which is not spent in the ordinary way, that mW-It 
flow into the general Government balances and so ease the Government 
ways and. means position. He must also realise, that, so far as Govtlm-
~ent'8 d.ebt position is concerned, it makes no difference whether that 
money is used for the purchase of securities in the market, thus reducing 
Government securities outstanding in the market, or whether it is used 
'tq avoid hElsh borrowing. In the former case Government would have to 
borrow so much' more new money and this would bring the Government 
debt outsta.nding up to the same figure as it would have been if the latter 
~ourse had been adopted. From the point of view of the Govern:ment's 
b!ll~ce sheet' it can make no difference .. I ·think my Honourable friend'" 
remarJrs, do not bear analysis. If, however, he really wishes to press his 
suggestion tha~ we should meet the present situation by aboli~hing o~ 
p~ing Fund provision altogether, that I am afraid ia a suggestion which 
.~ must refuae altQgether to consider. Nothing could be more .cal<lulated 
to. damage. the posi~ion of the Government of India. I would :remind 
_the HOl,lse, when ~hey are considering that,. that at present when we sr£' 
forced to draw upon the 'Railway Reserve Fund in order to enable th£' 
Railways to meet their qrdinary interest obligations, it would be parti-
.cUlarly unsound to abolish or to cut away altogether any provision for 
reduction and avoidance of debt. W~ think that under our present 

. proposalll,-which, if our estimates work out accurately, would 
mean that the provision for reduction and avoidance of debt is reduced 
from just under 7 crores to about 41 crores,-we think that that ie 
not going beyond the limits of what is sound finance in the present 
circumstances. But to suggest that we should lean on the Sinking 
Fund for helping us out Ot the present situation,. and avoid all further 
taxatioD/ . would be 8 suggestion which in the' long run would do India 

dm enormo\ls, amoun~ of harm. 
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[Sir GeorgeSchwiter.J 
I have ~y 8. fewlnor-ewords to-add. I turn to the point which hBl&-

been made that the country cannot stand the· present burden of tsxam.on. 
Now, -I fully admit that the increases in taxation in recent years must 
have b.een very unwelcome to all classes in the country, but I trust that 
this aspeet of" the -situation will not be exaggerated. When you come to 
analyse the figures of the burden of taxation in India it is not really, com-
pared with other countries, an unduly heavy burden. I quoted inthu 
course of the discussions in the other House the figures given by Sir 
Walter Layton in his report, and Honourable Members may recollect that 
he pointed out that, according to the estimates of the Indian national 
income, the total burden of taxation, at the time when he reported, reo. 
presented something between 6 and 8 per cent. of the total national 
income; whereas in Japan t.he total burden of taxation amounts to 20 per 
cent. of the total national income. The conditions of the two countries. 
may not be exactly similar, but they are at least comparable, and taking 
India as a whole, although I admit that the increases recently have been 
relatively heavy-taking, India as a whole it ('annot be said that the burden 
of taxation is of an entirely crushing nature. I would just remind the 
House also of certain of the figures as regards income-tax. I have not a 
full table before me, but there was a very interesting table prepared by the 
Bombay Millowners' Associatlon. They showed what the increases in 
income-tax had been on the various grades of income as the result of the 
measures introduced in the last two Finance Bills, and the one case which 
stood out 8S the most glaring case of all was the csse of an income 01' 
Rs. 15,000 per annum, where the actual increases a.mounted to 100 per· 
cent.-the rate had been doubled. But the rate 8~ it now is, thus increaaed, 
is only about 10 per cent. of the incom&-2 Bh. in the pound. Well, I do 
not think it can he said, although that is a substantial deduction, that in 
cowparison with income-tax rates in other countries it is a. crushing burden. 
Therefore, let us preserve a sense of proportion in this matter Bnd no' 
indulge in undue pes8~m. And that is the note on which I would like 
to finish. I e,gree that thE: present situation is bad. I agree that the pre-
lIen~ Bill is a most unpleasant Bill, and I often wish when I listen to these 
debatea that I oould change places and make a speech in opposition for a 
ohaqe. The task of the critic is extraordinarily easy in dealing with the 
pres~~t Bill. But realizing and facing up to all the objections, I believe 
the poaition of India, if compared with the conditions of other countries in 
tbe world to-day! particularly the condition of other couukies which rely 
on primary agricultural product.s for their economic life-I believe the 
~ditiOli in Iudia to-day is sound and healthy; and furtber I believe that 
with all th£: disadvantages of our new customs import duties, they are 
going to have a beneficial effect on Indian industry and thllt Indian industry 
can look forward to a period of prosperity which industry in no othrr 
country of the world to-day can hop£: to realize. If you follow the progresa 
of the Indian cotton milling in®stry and compare it with the progress of 
the cotton milling industry in other countries of the world,-and that after 
all is a big staple industry-you will find that India alone of all oountriell 
is DOW enjoying comparative prosperity and is the only country in the 
world which is now working anything like full time in any big standard 
iDdustry. And it is far and away the most prosperous country in the 
world 80 far as the making of manufactured cotton goods is oonoernerl. 
That, after all, is, as I say, the most important industry in India, aDti I 
tlhink it is significant thati in Bpite of everything the oppoBition from the ~ 



INDIAN FINANO. fI9UPPLBJOL.>n'ABY AWD UrlUlDING) BILL. 307 . . 
business centres to the present Finance Bill has not been very great. I 
think it is significant that in spite 01 everything the general spirit in the 
country and the feelings as regards the future are better than they were 
at the time when the Budget was introduced. Therefore, fully recogruzing 
,the disadvantages of heavy taxation or increases in taxation, let Us not be 
too pessimistic, and let Honourable Members here feel that in the mids. 
of times of unexampled difficulty India is keeping her place very well and 
will continue to keep it as long as we manage public finances on a Bound 
bBBis. (Applause.) 

THB HONOURABLB THB PRESIDENT: The question is: 
"That the Bil1 to supplement the Indian Finane& Actl, 1931, and to extend the 

operation of ita temporary provisionll, in the form l'eoommended by the Governor 
Oeneral, 'be taken into r.oneideration. '.' 

The motion wal!l adopted. 
The Council then adjourned till Eklven of the Clock on FJoiday, the 

37th November, 1981. 
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