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Tuesday
> s

The Assembly met iu the A
Mr. Presiderft was in the Chair.

QUESTIO

DrSCRIMINATIOJf BETWEEN I I

227. * Mr, K, Ahmed : W
{a) and (6) and^the supplementa 
will the Government be pleased 
will remain under eonsideratioj
removing the discriminations be

Colonel W, D, W aghorn:
anything to the replies rf,ferred 1

Mr, K. Alimed: A  suppl 
No. %'17 just answered— (not
answered later on). May I ask
and Anglo Indians is one of the

Colonel W, D, Wagfliorn:
Member that the cause of the sti

Mr? K, Ahmed: You admit

Colonel W. D, W aghorn: 

Mr, K. Ahmed : W haj is it

Colonel W, D. Waghorn:
Mr, K, Ahmed; But the

■entitled to be enlighteijed, I sup 
demand an explanation of what

Colonel_W,3), W aghorn:
M’', K, Ahmed t*That is no' 

on such anomalies .as I have stat
J.O

Colonel W. D, W aghorn:
the Honourable Member is askii

Mr, J . P, Cotelingam: It



LEGISLATIVE ASSEMBLY.: 

Wed/~esda!l' 1st Marck, 1922. 
,::-. 

The Assembly met in the Assembly' Chamber at Eleven 
\lr. President was in the Chair. 

BUDGET FOR 1922-23. 

INTRODUCTORY. 

The Honourable Sir Malcolm Hailey (Finante lIember) : It was my 
duty last year to place before this AS8emhly a budget which exhibited 
a heavy deficit. I had to confront the HOIl!'e, at the very inc('ption of 
its career, with one of the most difJieult problems which cJ.n fall to the 
lot of a reprel:'entative A~sembly. 'I'he respomihility was heavy, for the 
world was watching to see how this, the youngest of Parliaments, would 
meet a test whieh might ha\'e strained the capacity of many an older 
in~titl1tioJJ. But those of us to whom the success of the reformed con-
stitution had IJecome an article of faith had no apprehensions; and we 
were ju~ti ied of our confidence. The House took up its burden in a spirit 
which in the common jud~ment of every serious critic at once sealed its posi-
tion among the representative imtitutiolls of the world. It would have indeed 
!)een a welcome task if I could have come before ~'on to-day with the confident 
.l.ssurance that your courage had met with the success it de!'erved ; if we could 
have told you that the !'teps ~'ou tool, last year had rehabilitated our finances 
'i.nd closed the gap between the income and the expenditure of the nation. But 
Providence has seen otherwise, and this Assembly again has to face the heavy 
·~!'ponsibilit.Y of dealing with a situation of great financial difficulty. It is no 
.ecret that the incomings of the current year have fallen far below our expect-
Lticns; and as the House has probably already anticipated, the estimates for 

the coming ye ... r disclose a heavy excess of expenditme over revenue. 
2. Let me from the first make one point clear. I shall have no snch 

~pologie~ to make as may have to be offered by the Finance Mini!'ters of 
)ther countries-regarding ir.C1"ea~e of expenditure due to causes which could 
be held to be within our own control or due to our own volition. You will not 
have cause to complain that we have, in circumstances of exceptional stringtmcy, 
embarked on fresh avenues of eipenditure, or engaged in enterpr:ses which 
bould have been deferred~ntil our finances were in a position to afford them# 
'he details I shall subsequently give you will make this abundantly clear. OUl" 

41ifficulties are due to a falling exchange, to the continued depression in worIt! 
rade, to reduced returns f!"Om our commercial services and inc-reaseu running 

... xpenditure incidental to their maintenance. I can claim--and the £gures I 
~)re8ent will justify my~cla:m- that the most €-xacting control has been exer-
nj""d in preventing any excess over our estimates of standing IInd,- established 
.cn!!rges, and that every po~.rtble avenue of freshc..,expenditure has been &topped 
IIond barrtd. So much for economy; our critics will however probably go 

., .~ • ~ .jl ( 2'353 ) 
..6,. 
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further and urge that in all the ci"cumstances it was not enough merely to 
have stopped fresh elpenditul'e; we should have entered on the more 
drastic tield of l'etrencliment. I sha.ll return to this subject ag'ain; as the 
Honse knolVs, .we ~ully admit the necessity of retrenchment; but I ~ill only saJ 
here (and agam Without fear of challenge) that though retren~ ment would 
improve our position. no measure that we could concei~e or could hope to carry 
through could ra(lically alter the ~ituatioll in which we find ourselves. I have 
'thought tit to make these points dpar from the first. I have to put before 
-the Assembly a position which is full of difficulties for us, for the House and 
for the country; buti: can present it \rith all the f!reater confidence and with 
a.ll the greater frankness. because I am convir.lCed that every fact and ticrure 4 
which I present will ollly justify and con ;rm the poinL: I have now made.o It 
is a situation which we have to meet together; the House, I know, will meet i~ 

with that high sense of responsibility with wbich it encountered the situat.ion 
of hst March; we may- differ in detail as to the exact method of dealincr ~ 
with it; hut neither as t; the causes which hare occa~ioned it, nor as to th"e 
main solution to be applied have I any apprehension of difference or dissent. 

3 .. I come now to the details of our position, and will deal first with the 
General characteristic. general conditions which h ve falsifed our estimate of 
of the year. re\'enue for the present year. What were the circum-

stances in which we budgeted last Mal'l'h? The 
trade boom which followed the Armistice had definitely ra.ssed away and a. 
heavy reaction had set in ; but the future outlook was obscure, and it was 
imp ~sible t,) say what preci~e effect it would have on our revenues. We 
bud/1eted in an :1tmosphere of trad~ depressiou, and our estimates allowed for 
• definite ret:1l'dation in the normal growth which our revenues might other-
wise have been expected to exhibit. But it was Dot possible to foresee that the 
depre~sion of trade would reach such abysma.l depths, nor that its consequences 
would I' act 1'0 disa.strouslyon our finances. I will take separately the internal 
and e t~l' lai faetors. As to the formel', the effects of the poor monsoon of 
1920 continued to sbow themselves throughout the.year 1921. 'Wheat rose 
to R6 a malInd in January and to the almo>t unexampled figure of H8\ per 
maulld in December ; an~oon rit'e increased during the same period from 
R4 to ~ a maund. Not only did we have to continue the embargo on the 
export of e~t. but Ind.ia: bec!1me a hea.vy importer. ~abo.ur trouble .at the 
colli •. ries curtalletl the ralEmg of coal; we could only mamtrl.ln the servICe of 
our railways by pnrcha!'es of foreign coal at greatly increased e ~ense and 
a!J'ain of course with detrimental eiIect on our b.tlan<,e of trade. TIlll'dly, the 
c;nditions of the countrv have been such, partly economic and partly political, 
that there has been a complete stagnation of the ordinary activities of int.>rnal 
tra.de. I "hall not dwell again now on the uni,ll'tullate series of events which 
led to thn locking up of many million pounds' worth.of imported goods owing 
its the inability or the failure of import~rs to take up their contracts. But 
whether thi!' W!\s due entirely to economic or pa.rtly to political causes, the 
event was typical of much of the history of int rnal trade throughout the year. 
Not even an unnsuallv favourable monsoon in the autumn of 19;H has succeeded· 
in solving a position "due to t ~ int~raction of these dou~e influences. uc~ 
were the internal conditions; I need n\)t dwell at length on the external condI-
tions . The prevailing depression in Russia and C.raJ. Europe, ag~ra. t~ , 
by famine conditions in the forlter country, contin.u~d ~ deprive India of the 

• • ••• -. ... _ .. -. 



customers on whom in normal years she is wont to rely. .5 How unst • hIe wall 
the basi,: on whic:h our exports depencled is shown by the history of 0111' reviving 
trade with Germany. Exports to that country which averag-ed J ~ crores 
monthl.\-during the period J II ly -~t:'ptember collapsed with the catas'rophicfall 
Qf the mark ill October and had f.tllen in De('ember to only half a crore Our 
exports, which had reached their height with 31 crores in ::\Iarch, 1920, had 
declined to IS c::rores in March, 9Z, and reached their lowel't point in June of 
last year with 16 crores. It is tme that there was a reeovery to 2. crores in 
December, but on the whole. gt'eatly rducei as has been the scale of our. 
imports, there is a. total balance against us of 33 Cl'ores for the ten months 
, ending J anllary. 

REYEXlJE AND EXPENDITURE OF 1921-22. 

4. Let me proceed at once t.o give in figures the total re!'ult of these 
c t 'R unfavourable factors. The budget estimates as tinally 
urren . year 8 evenue. pa!'sed provided for a small surplus of 71 lakhs ; the 

revenue including new taxation being I"stimated at I. t 8* crores and the expend-
iture at just over 1,27 ~ (;1'0 res. We now estimate that the revenlle will be . OS 
crores, or ZOt crores less. I will t;Lke onl,v the pJincipal items, Under CustOl1l1 
we ex pe.:ted ~ 7! c rores; we do not now look to re:tlize more th<l.1l .'3 ~~ ~  or a 

, falling off of H crores. But for a heavy revival of the import of sugar in the 
autumn Our total recf'ipts would be even worse; indeed sllgat· has come to our 
assistance to the extent of 6J Cl'ores out of the :33i. In 7'n:r.eIJ on lnromewe 
shall probably have to par some heavy refunds, owing to arlju!'tment of provi-
sional assessments made on la~t ~-ear's profits, and taking receipts and 
refunds together, the income will fall short by 90 lakhs of the budget 
figure of ~ O1·ores. Snit will be !'hort by SO or 91) lakhs of the 

10,", expected figUl'e of 7 crore!', m~ inly owing to OUl' inability to maintain a 
full supply of NOlihern India salt, Opium will be short by 70 lakhs 
Qn the expected total of 3,73 Ill. hs; clearly our customers in the 
Far East antic pate decreased consumption as the result of international 
action. I come now to our commercial departments, }\;atur:Lliy enough our 
Railwn!J8 reflect the gTeat staO'nati"n of tt'ade throlwhollt the year, and in 

• <:> '". 
addition, the returns of the la!<t few el~ s have !'hown the effect of tl;e re~ellt 
strike. We expected to get gross receipt!' of I'i crores and !'hall haye to 
content ourseh'es with :-';i. But the mischief does not elld II ere, for far 
worse than the decline in gross tl'aflie receipts is the increase in working 
expenses. Owing to short raisings of coal we have had to pLy more for the 
Indian article, and to supplement the home supply by heavy purcha-es from 
abroad, and altogether the total e~.:cess of working- expenses over the budget 
figure' will be 7! crores. AllC'Wing furi her for some falling off in the 
,receipts from the surtax the total or~eness on the railway budget will be 
no less than 13 crores; an~ raihvays, after payment of intereFt charges, will, 
for the f.rst time for many years, be work in!! at an actual loss, namely, over 
~ crores. Finally, there are the Poata alui Tel efl"afl!ta. The gross revenue 
18 about 1~ Cl'ores less tha.n anticipatt>rI, of which about 35 lakhs occur in the 
yield from the new rates app1'llved by the ASf'embly la."t year. Here again 
we have an instance of a large commercial depaliment wOt'king at a deficit; 
the total loss to the gen.!."',,1 taxpa,\-er on tQe c .• mbined depaltinent ill the 
current ~r will be ahout 90 la.khs. The combi\ed effect of these items is 
'lto produce t~alling off.of ~  ~rores to which I ha.ve alluded. 
• •• • • •• • 

A. 2  • 
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5. Then as to ex}>enditul'e. As I have said, we expected to spend ] ,27 i 
C t • E d·J Cl'ores. But we shall have to spend 2 crores more 
Url'ell year Ii xpen 1 f h  . .. 

ture. on account 0  t  e mcrea!'e In Hlterest cn,arges due to 
the larger proceeds of the rupee loan rt::alized by us 

this year and the increa!'ed borrowings undertaken in London. Under 
milital'// e~penditure  it will be remembered that we allowed for 62'20 crores 
of which 3 crores was attrihutablt> to 'Yazil'isian and one Cl'ore to expendi-
ture on demobilization. During the year, however, operations in "T aziristan 
• continued. contrary to our expectations, on the extended scale set up in the 
~oncluding months of 1920-21, and altogether our expenditure on operations 
In that quartel' have cost us 6£ crOl'es. I do not propose to 3.nalne here in ' 
detail the remaining figures of military exp"llditnrp.; thev ;till contain 
abnormal featul'es,such as, 011 the one side, arrear claims from'the vVar Office 
and on the other unexpected recoveries of arrears from the same !'OUl·co. 
'l'here have also been verv heavv increases in the co!'t of foodstuffs. It will 
be sufficient to say that on "the whole, in Fpite of the increase due to this 
factor, and to the heavy excess on 'YaziriFtan operationF, we have managed 
by careful control to keep the excess down to 2£ crores. 'fhe total therefore 
stands at· 6;) crores against a budg'et of 6:2!. No new permanent lilll.ility of 
any c:ollSiderable amount has been added to the military charges ill India with 
the exception of an enhanced !'cale of pensions for the families of Indian 
soldiers and the expansion of the Territorial .Force. • 

.6. The increases in civil expenditure have been of minor importance and 
have for the most part been pas fed already by the Assemhly in the form of 
supplementary grants. But there n'mains one head of great imporiance-the 
loss b!l exdt,llIge. As I explained la~t year, the head is really one of aojust-
ment. In the rase of our commercial departments the difference in e>;change-
between 28. (the rate at whieh our aecounts are kept) and the actual rate is 
adjusted under the departmental head concerned, and that accounts for a .:l 
cerlain proportion of the excess expenditure under Railways and Posts and 
Telegraphs. In the case of all other departments this adjustment for 
exchange is lumped together under the one head Exchange. I need not 
perhaps go into the circumstances under which we assumed a rate of Is. 8d. 
last year; it was an accounts assumption, not a prophecy; but I would: 
remark here that in December, 19:W (when of course our forecast was drawn' 
up), the actual rate was between la. 7 d. and Is. ~d. 'Ve were twitted at the· 
time with optimism; but I do not remember that our critics were theu pre-
pared to back any other figure with conviction. Exchange ?id in~eed during 
September rise to Is. flirt.; but it was followed by a l'apld declme to below 
the la. 4(Z. level, in sympathy with the sudden fall of the German mark. 
}'or the re!'t, the summary which I have ahieady given of our import and 
export traae is sufficient to indicate the immediate causes at any rate of the 
weakness of e\change; it only remains to add that-the total cost to us under 
the head (Excha.nge' of its failure to reach the Is. 8d. figure must be taken: 
at i)! crores. 

• 
7. Altogether then our expenditure is 80mewhat over 141. cr~res more 
.  f t d than we expected; and the total defiCit Will amount 

~ficlt 0 curren an to no less than 34 crores. If you carry your minds 
preVIous yean. • f h j.... "h th H backJt> the hIstory 0  t  e Jast tree years, e ous.a. 
will realize that this is now t!e fourth deficit iii suc~e sion. In 1;18-19 ~  

. .. ~.  

t ~ ... ,  •  •  . IL"··· •• 
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• 
amoltnted to 6 crores; in 1919-20, mainly due to the Afghan War, the 
de:icit was 2.t. crores; our final accounts of 1 W- 1~ swollen by many 
adjustments of arrear expenditure on the Afghan \Yar' and the Great War, 
showed a deficit of 26 crores. Adding the 34, crores to which I have just 
referred, the total excess of expenditnre over revenue in the four years comes 
to 90 Cl·ores. I am not ready to explain to the HOllse the methods by which 
we have during the past four .,"ears provided the money necessary for carrying 
on the administration, nor to dwell on the implications to be drawn from this 
continued succession of deli.(;its. I have still to deal with the revenue and 
~ penditure of the coming year. 

ESTIMATE OF 1922-23. 

I.-Rcl'cnuc. 

8. I do not know if there is anyone here who would feel entitled to speak 
with confidence of the assumptions we should make 

'Outlook for next year. in estimating for budget purposes the character of 
the year on which we are about to enter. For myself 

:t can onlv indicate the main fa.ctors which ha,ve guided us. 1\-e ha,·e had a 
favourable monsoon and good winter rains; this in itself should bring down 
the price of food grains and help to rectify the balance of trade. On the other 

• hand, the bazaar trade still has before it all the difficulties involved in the 
Ii luidation of the import contra.cts entered into two rears ago, and the spectre 
of unre!:t looms before the trader paralysing industry and benumbing enterprise. 
As for the outside world, the relative strength of India's position is of course 
largely due to her share of the world's staple requirements. It is true that 
overseas stocks of Indian goods are still larg-e, but they have been much 
reduced during the (:ourse of the past year, and foreign consumers have been 
forced to come to India to a considerable extent for their immediate necessi-

,.. . ties. Her raw jnte and jute manufa.ctures, though the period of boom has 
definitely passed, shou1d still hold their own; tea and cotton have indeed 
recovered to an extent that we could hardl.v have anticipated last rear. The 
total exports of India during December, 1921. were higher than t o~e of any 
month since September, 1921). Although, therefore, stocks of India's com-

• modities in India are high, the signs are not unfavourable. It is probable 
that the historian of the future, with a clearer perspective, will look 011 the 
year 19! I as the logical se.mel to 1920. The latter ,year experienced the full 
force of the reaction from the feverish and unhealthv trade activity which 
followed the Armistice. This reaction showed itself i~ a collapse of the world's 
purchasing power, an unparalleled slump in prices and conge~tion of un~old 

and unsaleable stocks. In HI21 we had the beginning of the painful process 
of re-adjustment. ,\Ve have alrea~J made some advance in that process, and 
the conditions of India are such that (if she can onh· maintain internal peace) 
she may reasonably expect to take an early share in ·the revival of trade. 

9. I admit that the factors are obscnre in many directions of great 
• E t· t f importance and they certainly do not encourage 
81mB. es 0 revenae .. B  t t'h hi· t·fi d  . 

for next year. optimism. u on e woe we seem JUs I e In 
framing our budget estimates on the nssumption that 

t~ere will be some slight improvement over the Jrade conditions whieh have 
~ isted dJill"ing the curr!lnt y.car. I will ta ~ the main heads in detail. 
Under Cu¥omo1,we assume that tJ!.e imports of piecegoods will be somewhat . . . . '. . '. . . . . 
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bettcr than t o~e of the current year, and also that, as a result of the with-
dm,wal of the restrictions 011 the export of Burma rice, the revenue from that 
export duty wiil now become normal. '\" e ha\'e also assumed a moderate 
improvemeut in the e p li~ of jute; on the other hand, we cannot expect that 
the imports of sugar will be 011 anything' like the Fcale of the current war 
though we have felt justified ill takillg an estimate of 41 crores as againl't th; 
~ crores likely to be recei\-ed from that source this year, On the ;l'llOle we . ~ ..' 
are assumlllg a net Customs revenue of !36·,J.2 l'rorcs, nearh' ;3 crores ill excess' 
of the revenue which we are likely to colleet in the curr~nt veal', 'fhell as 
• regards 1'1 re ~ 011 Ii/lOme, we e )~ct an increase in the llet demand in most 
provinees with the exception of Bellgal. but 011 the other hand the figures of 
the present year have been S\\ ollen by large arrear collectiom:, and in the net -
allo\\ ing for refunds in respect of collections on provisional assef;smellb" ~ 
are assuming a total revenue of 19'57 crores, which is about a crore Ie!:'s than our 
probable revenue in the CUl'1'cnt ,rear. Under Salt we ha'-e adopted an estimate of 
iilightly over 7 crores, praetical1y the same as that of the current yea/s budget. 
Our receipts from the sale of Opium are now mainly derived from the direct 
supplies we make to foreign and Colonial Governments on the contracts now 
in force, and, except when new contracts are entered into, do not vary very much 
from year to yeaI' ; our revenue from the auction sales is, however, steadily 
dwindling and we do not expect more than half a crore from this source, 
making a total revenue, inclu~i e of the revenue from excise opium, of 
&ppro:-.imately 3 crores, This is about GO lakhs less than the current year's 
budget and about the same as the revenue we expect to get in the current 
year. , 

10, In attempting to fra.me an e!;timate of net !'eceipts from railway, 

Railway l'evenUl', 
we are met with two difficulties. In the first place 
it is difficult to 1'ay what will be the exact yield from 

the new goods rates which will be brought into force from April the 1st next, 
replacing the present surtax. It is also difiicult to say what the working 
ex penses will amount to, as the coal market is in an abnormal state and a 
substantial increase or decrease in the cost of fuel will vitally affect the total. 
1!'or gross tl'a./fic receipts we a!'sume that the new goods rates will not yield less 
than 6 crores, and we think that an allowance of between 4 and 5 crores for 
normal growth in revenue is as much as can be justified. We think therefore 
that a fair est.imate of gross rel'eipts next year will be ~ crores. For 
1lJor/,'in,fJ e 'pen-se,! we have taken the high figure of 8~ crores on the assump-
tion that fuel charges will remain high, and after making as much provision 
as possible for the replacements and renewals which, as everyone no s~ 

are so badh-needed on all our railways. On these estimates, the net receipt' 
next year ~ 'ill work ont to 2H crOl'es; after allowing for interest and other 
indirect charges ",hii'll will amount to 26 crOles, the railways will be working 
at a 10"s of over I crore. This is not the proper occasion for me to embark 
upon any discussion of the question how far the ad~inistration of our railways 
should, in any particular year, be carried on with the objeet of producing a 
proiit to the general taxpayer. It is a matter regarding which one side of 
the question, and one side only, has been put forwalu with considerable forcff 
ill the repOli of Sir William Acworth's Committee. The House is aware 
that the propo!'al made by that Committee to efff'ct a complete separation 
between the'railwav and the ~neral budget was ddy considered by a com-
mittee composed of members,l}fthe two Houses of the Legislaturf:, whose' 

C '. 
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• 
report was publi~ ed la~t December. 'I'hat committee decide!i that, whatever 
might be the theoretical merits of thIs question, practical'· comiderations alone 
made it impo!'~i '" to effect anJT !'uch ~epamtion fe'r the presellt. On one 
point, howen:r, there can, I imagine, lie no room for diver!'it,v of opinion, 

name'y, that the railways ll1 ~t pay their 0\\"11 way. 
Contemplated increase in For this reasl'll we prol) l~e to ti.Lke mea~l res to 
passenger fares. , 1· I I iucrease tlie hallie receil'ts. '1 he estimatt's w lIC 1 
have ju!'t giyen alr~ady take account of a 8ub!'talltial illcl'eaf't'! ill goods l'ates 
in ·ubstitlltioll (If the existing s1l1iax:. The only remaining course, therefore, is 
to effect a material increase in pa!'~ellger fa.re~. An illcrea~e aYeraf!ing about 
2n per cent. will, we e!'timate, produce an e\ tra (j crores of ren~llue. This 
will of course more tha.n make up the e~timated loss on ne,t year's working, 
but we shalllla\·e to continue fm mall." years heavy e' pendit1ll'e, debitable to 
the reyemH.' account, 011 replaCl'mel:ts and renewal!', while our enia.l'ged 
pmgramme of capital e:\'penditnre" ill involve a cumulative ill :rea~e of 
interest chm·ges for Hlme years to c<,me ; we therefore con~ider that we are 
justiHed in providing for some margin. 

11. The remaining' important head on the revenue !'ide is 1'ost., alii{ 
Tele,qraphl!. I mmt tirst of all e~plain what we have done aR regards the 
separation of capital expeuditlll'e from e\ penditme dlarged to re,·enoe. 'rhe 
House will remember that thi5 question was examined la~t ~ re  on the 
initiative of :Mr. Samalth, when it was decided to tran~fer appro\imately 
1 crore from l-:evenue to capital as representin)! ex penditure whieh was intrinl>i-
cally of a capital nature. That tl'amfer was made more or .leI's mmmarily; 
it was obviomly deEirable to I,eep on the rigLt ~ide and not to debit to loan 
funds expenditure which was really of the nature of running expemes and 
would onlv have to be written back to revenue. ,\Ve ha,·e sllb!'e'juentlv made 
a more ca;·eful examination of the various items of expenditure. uI;d as a 
re!'ult we have felt justi!ied, in the reYi~ed e~timates for the current year, in 
debiting to capital a total amount of 1,28 lakhl'. For tLc ensuing' year, of 

the total estimated expenditure of 11! crons we 
Loss on the postal de- find that we can ju~ti!iably take 1,45 lakhs to capital 
partmpnt. .. 11 ·d· f th ~·t t· f prOVIl'lOna y, pen mg 0 course e reconS.i u IOn 0 
the post and telegraph accounts as a re~ult of the in e~tigation whil'h has 
just been completed by the exrel't accollntants who have been engaged on that 
work. 'With t i~ division as between capital and revenue, we estimate that 
the expenditure char!1'eahle to the revenue account next year will exceed the 
receipts by about Q6 lakhs, after allowing for the debit of illtere~t on the capital 
charge. This figure, however, does not include the cost of pensions on the one 
hand and fin the other credits for certJ.ill concessional services rendered by the 
department to Indian States or foreign Governments. If we make ad.imt-
ments on ac('ount of these items, there will Le a further credit due to the 
department of about 17 lakhs, !tnd, allowing for this, it may be said that 
during the current year too department has been worL ing at a loss of abllut 
90 la~ hs, and that next year it will be working at a 101'8 of ahout 80 lakht::. 
This has a very delinite bearing on certain proposals that I shall !'hortly 
i1ention. 
l:l, This closes my review of revenue for the co~ing year. Including Jhe 

A  1 increase on pa.c:~enl!l:'r l·ates, it should amount to ) ,16l 
ctua revenue ·1 ttl t· ·t Id t 1101. expected crnres; Wit IOU la mcreafe, I wou come 0  , 'f 

. Cl·ores as against a revisedlestimate of I ,OS Cl·ores for the 
current y~ar. I come now to the expenditure si~l.e. 
. • ._ ',t· . • 
• • • • 

• 
• • • 

• 
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13. The first point"I. ha't'e. to empLa!'ise i!' that. as waR the caFe a ~'ear ag-o, 

B d· Hie demands of the val'ioll!' d artment~ for the indu-
nn on new expen 1- • f  .  f l' I  1 I tUl'e !HOn 0 Items 0 new eXrE.'lH Iture laye 'een enol'mou!' y 
. (,1lI'tailed ; in effect. we have made provision for no new 

expenditure which eannot l:e demonstrated to le of imperative ne 'ef'~ity or 
Iii-ely to be imrPediately remunel'llti,·e. :3m·h items of new eXl'enditure as 
ha,'e paFsed throllgh the meFhes of the Finance Department's l1et have fm1her 
had to undergo the fire of the Standing }'inance Committee's ~crutiny before 
oeing embodied in the detailed el'timates which are abont to l)e placed in 
HOI omable Members' hands. One head where the effect of this policy has been 
partieubrly marked is (''''il Works. The Jigme entered is 1 U6 lakhs, and I 
mu~t point out that this is only just sutfcient to co\'er luainien:tnce, relJail's 
and establishment charges and the carrying on of works already in progl'ess, 
and that it mal;es practically no provif'ion at all for new con!'truction. I do 
not think I need refer to the details of t,he estimatei' entered for illt, relJt Ott 
debt, sinking flli/ds. and so forth, for !'uch ('harg'es mar be regarded as 
obligatory. Honourable Members will notice in the (It-tailed e.timates a special 
expenditure of 60 lakhs under political ' al'ge.~ ; this is a tentative provision 
for a scheme for the hettel' solution of political troubles on the frontier. It 
hll.s not yet crystalised into a form which admits of the exhibition of full 
details. For the rest, the variations in civil expenditure are not large. There 
will he a saving from the C('ssation of ce11SU8 oper"tioNs, connterbalan('ed by 
certain additions to income-talt. establi!'hments, and a provi,ion of 16lakhs for 
various schemes of improvement at the BaTt ~ources in Northern India which 
are of imperative l1ece~sit.y for1.he f:afeguarding of our salt revenue. Apalt 
from the extra political charges and the other variations, which I have jmt 
referred to, the civil heads show a small increase on the probable expenditure 
in the current year. ' 

14. As regards eltf'h.Qng", I may say at once that I See no indications, in 
. the present conditions and outlook of our foreign b'ade, 

Ehsbmatfed ratte of which woul,l justify our assnming an average rate of 
exc ange or nE.'X yea!'. . '". 1 d  . , 
. e c an~e lllgher than ! s. 4(". ul'lng next year, anll 
accordingly that is the figurc upon which t e~e ef'timates are based. In men-
tioning that estimated average rate I must again impress on the House that 
I am attempting no sort of prophecy regarding the future course of exchange, 
nor should anything that I say be taken 3S an indication of policy. It is of 
course unavoidable, for the purpose of the buclget pl'ogramme, to make some 
sort of assumption, however rough, as to the level at which .e c an~e is likely 
to stand, taking the coming year as a whole. ! have, ~s I ilave !'ald, a~'umed 
for budget p11l'poses a rate 0.£ Is: 4«.. The deblt.t a~ '\nll be .necessarv ~n our 
3o(;connts, which are still mamtamed on a 2s. b3t'ls, WIll on thIS assumption be 
about i G! crores, of which 10 crores will appear under. the head ' Exchange " 
the remaining Ut crores being debited in the estimates of the commercial 
deparl.ments. 
15. Finally, before I come to the military e~timate!l  I mu!'t point out (! 

that we have made no provision for any reduction in the 
No. provision. ~or rresent contributions payable to us by the Provincial 
reductIon of pl'o rncll~l G  .  t the amount of which after allowincr for contIibutions. TOVetnmen s, '.. . '" 

the waiv/Jllg of the Bengal contribution, IS 9,20 
lakhs. The House is aware (nat several provinces, notably Ma.drls, the 

CJ • t. 
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United Provinces and the Punjab, have pressed us strongly for some 
reduction ne\ t year in the amount of their contributions. It is a.lso a. 
ma.tter of com~on knowldge that many of the pr ~inces are finding it 
di i'('ult, if not impossible, to coyer their expenditure. and have had to ask 
their Legislatures to sanction various sehemes of new taxation in order to help 
bahnce t ~ir budgets. I s a~1 have something more to say regarding the 
pO!'ition of the pl'O\'inces before I sit down. For the pl·esent. I will only say 
that we have not provided for any reduction for the simple reason that. with 
the ce:'taiuty of a de;ieit staI'ing us in the face, it was quite impracticable to 
do so. But I need hardly !'ay that the progressive reduction and extinction of, 
these contributions must be regarded as a lirst charge upou any bettel'lless that 

, the financial position of the Centra.l Government lDay show in future years. 

] 6. I now take the final and heaviest figure. namel.,', :Military expenditure. 
The established charges we e!'timate at 59'70 cores 
al!aimt f)~·:! 1 in the CUl'rent year's Budget, 'Yaziris-

·tan charges at :1'18 against 3'00, and demobilisation e"penditl11'e at '35 
against l'on; the total is therefore ~'1 S crore!' or approximately the same 
as in the Budget for the current year, The increase in established charges 
does not represent any addition' to the !'tren ,th of the post-war Army as 
.alreatly hid down, exceilt in the case of the 'rerritorial Force, and is largely 
due to an it~m which lies entirely outside onr own control, namely. the great 
in'-rease in prices of provisions and other consnmable stores, These are 
e~timated to cost nearly 2 crores more than in the current year, Apart ffoJm 
the outla.y ne 'es~ary for the e' pansion of the Territorial Force and from a 
re1ativdy small sum of money for the revision of the pa.." -of certain classes 
of Imlian personnel in Arm." services o~e remunel".ttion has not yet been 
brought np to the !'tanda.rd obtaining in other quarters, no new demands for 
militarv outlay have Leen admitted. Xot onh' ~'" but it would have been 
impos!'ible to keep t he established charges down to the figure I ha\'e given 
had we not effected retrenchment in a nnmber of directions, notably in 
..'\"1 ilitary W or ~  the purchase of new equipment, and the strength of the 
reserve, and further by taking credit for an anticipated Shol'tag'e of British 
troops. As reg·ards ·Waziristan. I fear that the figure can be regarded as 
tent:ttive onl.v, for it is alwa,\'s difficult to fore.'ast the e~act effect of military 
op~r.lotious of this l a~ure. ·('hese operations may. as in the prel'ent year. lead 
again to all e'cess in the military budget. The ::\5 lali:hs 011 demobili~at on 
e\ peuditure represents the sum which the Secretary of State has estimated 
will be required in HI.!2-Z3 for the payment of India's share of the compen-
satory gra.tnities to omcers of the Indian Army who have been fonnd surplus 
to strength owing to redu('tion of establishment: 

17. 'fhe net result of these fig mes is that we ex pect an expenditure of 
1 fi ] ,4-2t crores agaimt a revenne, on the basil< (if existing 

e81~ tant de· cit. .  • d' I d' h  "  I 'b' f taxatloll an mc u mg t  e provlllcl:l contn ntlOlls 0 
9,'10 h;,':hs. which will ,q,mount to 1,10\ ('rorel<, £.e .• a de!icit of 1~ crores, 
which would be reduced to in! crOl'es by the contemplated increase in passen-
·ger fa.res mentioned by me. 

• Problem of how to meet the deficit. 

18. I now come to the hardest part of m." task to-day, namely, tc, discuss 
'What measures should be taken to meet the grave problem pr~ ented by a.n 

estimated deficit ne t~r of about 81i crores. It is 
Three ~ssible courses. 

obvious that there are, theory; three courses which 
• • . ' . .. - • 

• 



2662 LEGISLATIVE ASSEMBLY. [1ST 1iARCH 1922. 

[Sir l\IaJ-colm Hailey, ] 

('an be. ad.opted, cit ~' !'eparately 01' in comLinat.iol1, First, we can budget for 
a defcIt, either the" ho-le or palt of the above amount; second, we can att~mpt 
to reduce om eXFcllditure; and third, we can take ~teps to incrca~e our' 
revenues, The I)l'oLlem is )'0 ~ra e  and the i':;lle at !Otake :;0 large, Leino' 
nothil.lg: le~~ than the !'o!wncy of the country, that I make no apology f~~ 
exammlllg III !'ome detarl eadl of these three eour,cs, 

". ould it be desirable. or wOl'ld it even he pos!'ible, to leave the whole 01' 
the major part of this deii,·it Hlll"ovel"t'd? r\ ow, ~o far as I have beell ahle 
to a;;certain, on olle occal'ion onl.,· in the pa~t has the GOYC1"Illllent of thi!; 
11) Bt:dno, tin!; for a ?Olmtr.r deliberatel.,' t,lldgett'd for a deficit, This was 

deticit, <> 1II ~ )-lti  the first J,udg.et of the war, when Sir 
. \rilliam :l\leyer hudgeted for a deficit of about ,t. 

crore!'. In 1t~'odllc'ing that budget. Sir ,rilliam Meyer <"arefull.,' explained 
the reason~ wlllch had led him to adopt 1.hat comse, He emp a~i~ed that the 
Government would not think of prop l~illg to budget for a deiieit if the 
delicien·cy ill re,'enue promised to be of a more or less abiding (;haracter, 
'fhat, however, he Leld, was not the case on that oc :a~ioll  it was then too 
early in the war to be sure that the excess of expenditure over revenue was 
anything' m01'e than temporary, and unless and until it could be shown that 
the gap between l'e\'enue and expenditure 'was likely to last for some time, it 
would lIot be ju~tifiable to impose increased taxation, especially as the Govern-
ment's ca!'<h balances could at that time be relied 011 to produce the necessary 
finance. For the re~t  so far as my researches go, the Go,'ernment of India 
have always endeavoured to meet the expenditure of each year from the, 
l'evenues of that year, and although Oll occasions theil' estimates have been 
di~t l bed and def:cih have actuall.,' accrneJ, they have, except on the one 
occasion mentioned above, ne\'er deliberately contemplated that their expendi-
ture should exceed their revenues. I do !lot think that there can be any 
doubt that this policy, consistently followed iIi good years and bad, when the 
ontlook was fair and when it was gloomy, had much to do with the sound 
financial position in which India found her!'elf at the beginning of the war, 
and with the excellence of the credit of the State both within the country 
and abroad. 

J 9. :K ow, in conl'idering the extent, if any, to which we should be 
• justilied in leaving this estimated deficit uncovered, there are two points of 
D ., t  t vital importance to which I must invite the careful 
el;clt no emporaTY, attention of the House. In the first place, it is neces-

sary to examine briefly the real nature of the current and next year's ?eficitl? 
Can it be said that the pre!'ent emergency is similar to that whICh Sir 
William l\leyer had to face in pre}Jal'ing his bud;;et for 1 ~1.i-1  I,hol.d 
that the answer to this mu~t be in the negati e~ I do not thll1k. that It IS 
pOl'sible to take up the position that these delicits are due to tranSIent causes, 
that we ean look for better times ahead, and that we should consequently be 
justified in leaving things as they al'e, in the hope that before long our 
revenues will ollce more have equalled our expenditure. ,  I must. say fra~ ~y • 
that I see very little pro~pect of any su(;h equilibrium be~ng attaUled, wlthm 
a measurable period, In saying this I do not mean to Imply that eIthe,l' the· 
probable deficit of 3'}' crOl'es in the current year or the estimated defiCit of 
3ll crores next year is necessarl":r to be taken as a measure of the per~anent 
gap between onr eXIJenditul'e an our revenues. &'1 assume t at~ .. Wl~'  the-

••• .. • 
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liquidation of our frontier lommitments, that portion of our military charges 
which are claf:gitied as 'abnormal' will disappear. I ~lso assume that our 
revenues would ref:pond to any substantial revival .in trade, when the day 
of that revival dawns. as as"uredly dawn it must. nut after making every 
pos~ible aSf:umption of this nature, I do not think it call be said that. if t ~ngs 

are left as they are, equilibrium will be attainaHe within a measmable tIme. 
It has, moreover, to be remembered that we have a certain lo~s of reveuue in 
front of us, in re~peet of the gradual aholition of the provincial contributions. 
I have not overlooked the fact that the stahilisation of the rupee at .~. would 
relieve our revenues to the extent of about 1 j crores a veal·, but the Hllllse i~ 

in as good a position as I am to judge whether ,,:e should be justified i~ 
placing any reliance on this conFummation. The prohlem, as I fear we must 
envil-:age it, ig thus IIOt one of carrying on until we have turned the corner, 
for the turning is llowhere visible. 

20. Secondh-, it is necessarv to examine briefl~- what a sucee!'sion of' 
deficits really "means, and wh;t are the re!'ults i~  it leads to. I will not 

embark on auv theoretical discmsion of fl: ~. ci·'  ethics, 
How the deficits huve but confine ;u,,-gelf to actual fads. .dl lin~ the 
been financed. ~ 

deficit of the cmrent ~-ear  dming the past four years 
our expcnditure (in using the word' eX}lenditure' I mean of course t'xpendi-
ture ':;'ebitahle to revenue, and not capital expenditure 011 such objects as 
Railways and Irrigation) has exceeded our revenue by a total amount of 90 
crores. 'Where did this monev tome from? The ~ ort answer is that we 
have been living on credit. II About 87 Cl·ores have been obtained by tbe issue 
of fiduciary curreney notes, namely, notes the only backing-of which are our 
own 1.0. V's. A further 47 Cl·ores will have been found b,' incuning floating 
debt in the shape of treaslll"." bills, while the remaining '6 crort's will have 
been taken from the proceeds of our regubr a.nnual borrowings. Our Treasury 
bills consist of short term bills (mostly for ;3. 6 or 9 monthsl whi(;h we have 
so far managed to renew on maturit,v. But it is an open bct we haye only 
succeeded in doing this by virtue of the recent stagnation of trade. and conse-
quent plethora of bauk money; it is ver," doubtful if on any real revival of 
trade we should . be able to keep 'floating' an amonnt of treaslll".'· bills on 
anything like the present scale. A treasury bill out~tanding in the neigh-
bourhood of 60, or even of 40, crores is, as I ha\'e more tha.n onte pointed' 
aut, a matter for great anxiety, seeing that at an~' time, with the appearance 
of other demands upon the discount market, such as a revival of trade or 
an acute monetary po~ition  our !'ales might not ('over our maturities, and 
we should then have no alternative, if we were not to dishonour ollr bills, 
but to make a further large fiduciary isslle of currency notes. During the 
past month or two we have, in fact, had a preliminar.,· warning" as to the 
insecurity of our position; a stdden tightening of money in Bombay led for 
a. time to distinct embarrassment; in spite of our giving' vel)-much more 
favourable terms for our treasury bills we found great difficulty in meeting 
our requirements, and were oblig-ed as a tempomry measure to re-issue a 

• substantial amount of currency notes which we had cancelled during the 
preceding months. And of course the dependellce of Government upon the 
money market, to supply it on credit with funds to meet the gap between 
incomings and outgoings, itself reacts strongly upon the supply of monpy 
available for trade, thus setting up a iciou~ circle. To escape from that 
cil·cle i~ one of the most pressing problems beflJre us. . .. . 

ow .  • • • • 
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21. 'What then is 'he iuevitable conclusion to which these considerations 
lead? Putting aside all. theoretical considerations of principle and of sO'llld 
financial policy, the unancillg of a further deficit next year of an amount 
anything like the 3] i crore!; e!:'timated is simply not a pradicable proposition. 

I should be much mi!'taken if we have not already 
reached the limit of s:tfety. '1'0 attempt to increase 
our floating debt beyond the figure at which it is 
likel.'" to stand on April ht next would be to invite 

Not prncticabl!' to con-
tinue nnancing deticit~ on 
the present scale. 

not only grave monetal"y string-ency, but po!'sibly even a se,'ere crisis. To 
l'aid the Gold Standard e~en'e  which has been built up for an entirely 
different purpose, would be merely putting off the evil day. and would be an 
expedient which could be adopted only as a last resort and even then purely 
as a temporary measure. To rel.'" on the proceeds of our annual rnpp.e or 
sterling' loans to finanee our detlcits would, as I shall show later in my speech, 
be equally impracticaUe, seeing that we shall fully need the whole of these 
for financing our existing capital liabilities and productive expenditure on our 
raiLvays. 'rhe inevitable result, in short, of any attempt to tinance a deiicit 
of this size would, in my opinion, be to force us to hrge issues of unbacked 
currency notes, and I am sure the House will agree with me that the effect 
of such inflation upon the general level of prices in this country, and upon 
our ~neral credit, would be very serious. My conclusion then is, and I state 
it with perfect confidence. that the problem before us is one that cannot be 
shelved or left to look after itself. . It is a pro\,lem which has to be faced, 
and it is my duty to ask this House and the countr.\", whatever their opinion 
may be of the pa.rticula.r propos!l-Is that we are making, to join with us in 
facing it. 

22, How far can we reduce the deficit by cutting down our expenditure? 
I have already indicated the difficulties which we 

. ~. Reduction in ('x- have encountered in regard to our largest spending 
pen lture. department, the Army. I have told the House that 
as regards the civil departments we have cut out all new expenditure which 
cannot be proved to be of imperati\'e necef'!'ity. I do not claim that further 
l'edudions are impossible; af'the House knows, we are committed to an inquiry 
into the steps neces~ary to effect retrenchment, even if that results in curtail-

• ino' department.'tl activities, 'We have agreed to accede to the desire of the 
A~sembl  for the appointment of a Committee of retrenchment. and an 
annoullcement will shortl.v be made on the subject. But the field of civil 
expenditure over which that inquiry can range is small; it does not extend 
to more than 20 crores; and though retrenchment may. and no doubt will, 
be effected it could have but a minor effect in restoring the balance. Inany 
case, a FiI:ance :Member must frame ~is udge~ lIot 0,11 what he hopes may. be 
effected in the future, but on the baSIS of the expenditure now actually bemg 
incurred. 

23. I have sometimes heard it asked 1Vhy we ·cannot simplify to some 
extent our financial problem by taking to capital • 

. Possibility of transfl'r- certain of the expenditure which is at prC!'ent debit-
nng c pend~ture from able to revenne. Why, it is urged, should the present 
l'evenue to capital. . h f d't hI' generation ave to pay 01' expen I ure on pu 10 
works or other 'objects, which ha.,a permanent or ~emi-permanent life, liuch ~s 
(livil buildings, roads and bridges on the fl'ontier,.new ~arrac s  e~ .• o. agalD .. . ... .. 
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on stores and material used in our commercial depat:f;ments, such as the Posta: 
and Telegraphs? This contention is to a lal·ge extent,. met by the facts that 
the present estimates make practically DO provision at . .all for new civil build-
ings, that the construction of Delhi and capital expenditure on railways are 
already met from capital funds, and that we are already t·roviding for the 
debit to loan funds of expenditure on stores and material for our Telegraphs. 
It is, however, quite uDnecessary to discuss this question at any length, for, 
in point of fact, whatever may be the division in our accounts as between 
capital and rev-nw', we are unfortunately already meeting a large proportion 
of our annual expenditure from borrowed funds. 'l'he figures which I havQ 
already given show that we have been doing' this on a very large scale, far in 
excess of what by any stretch of reasvning ('ould be described as real capital 
expenditure. To reduce our revenue deficit bJ a mere stroke of the pen 
would not in allY way affect or cover up the actual position. 

2.t.. ]f I have carried the ou~e with me ~o far, I have establishe.d two-
propositions. The first is a two-fdd one, 11amely, that the country cannot, 
if it has any regard for itf' credit or any thought for its future solvency, 
take refuge in the simple course of leaving the whole 01' even the greater 

part of this deficit uncovered, and further, that, quite 
(3) hCl'easi! of revenue. 

apart fl'um such considerations, it would not be a. 
l)l'acticable propositioil to do eo, e\'en if we tried. Secondly, however 
succe~sful OUI' efforts lllay bc ill reducing our expenditure, and imperatiYe 
though it is t :~t we should make the attempt, it is out of the question til 
expect any relief from this f'ource to he on sueh a substantial seale as materially 
to reduce the excess of expenditure over revenues. I f'ubmit, therefore, that 
there is no e:;:cape fn.m the conclusion that ·it is imperative to take every 
possit-Ie skp to increase our revenues. '" e can do this in two ways: firstly, 
by ensuring that our commercial departments shall at any rate not be a. 
burden upon the taxpayer, and shall if pos!'ible yield a profit; I'econdly, by 
increasing taxation. As regards the first method, I have already indicated 
that we propose to increase the railway receipts to the extent of about 6 
crores by an increase in pa!'senger fares. There remains the POf't and Tele-
gra.ph department. It is not possible to increase the telegraph charges, which 
are already on the high side, and indeed that branch of the derartment more 
thaD pays its way. 'Ve are, however, as I have already !'hown, losing heavily 
on the combined Post and 'l'elegraph Department. Last year we invited the 

legislature to agree to certain measures for increasing 
Nefessity for increasing our postal receipts. The most important of these, 

posta rates. namely, the doubling of the po~tcard rate and the 
raising of the minimum charge for inland letters from half an anna to one 
anna, were not accepted. The increases agreed to were by comp:ll'ison of 
minor value, and are only e p~cted to produce 3;; lakhs in the current year. 
Honourable l\1embers wiJl reco!lect the circumstances which led, by a cOlJlpro-
mise, to the adoption of.a nine pie ~te for letters exceeding half a 10la in 
weio-ht, I understand that the inerea:;:ed revenue f!'Om this source has been 
er~ 'small, not more than 10 lakhs; it has also led to many administrative 

• difficulties III the matter of weighing letters and colle('ting over· charges, 80 
much so that I am told that the collection of over-charges is not worth ihe 
revenue obtained, and altogether the incomelliellce that has been calJsed to 
the public has llOt been commensurate with ite gain to the l'xchequer. We 
shall nlfw ask the Legislature to recon&.ider tl1e position which it took up last· . .. . 

• • • • • • 

• 
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year. I admit now, a'S I admitted then, the enormous advantage to a country 
of a cheap postal service nOlO do I undel·estimate in any war the strollg 
sentimental attJ.chment that must e.,;ist to the pice postcard. My reply to 
such considera.tions, now as then, is financial necessity; with the enormous 
increase in the cost of working that has occurred in recent years the country 
cannot afford to maintain a postal service at the present cheap rates. 'Ve 
propose therefore to raise to half an anna the quarter anna postcard, and, 
secondly, to abolish the half anna and ~ pie rates for letters, making the 
charges in future one anna for letters not exceeding ~ tolas in weight, and 
one anna for every additional ~ tolas. "r e estimate that the increased 
revenue obta.ina.ble from these measures will be 1,60 lakhs. I may point out 
that, even after these changes, we shall still on the whole have the cheapest 
postal service in the world. 

These two measures, namely, the increase in milway passenger fares and. 
the increase in postal l""dotes, will represent a total increased revenue of 7,60 
lakhs, reducing our estimated defiCit from 31 crores 76 lakhs to 2-10 crores 
16 lakhs. I now turn to the fllrther measures which we consider that the 
financial position of the country renders imperative. 

Proposals for additional tate1.tion. 

25. The problem of how to raise a large amount of additional revenue 
through inereased taxation, with the minimum of hardship tl'l;he taxpayer 
and the minimum of disturba.nce to trade and commerce has, I need hardly 
say, been the subjeet of an "ious consideration for some time. 'l'he burden 
which the country is now inviMd to shoulder is a heavy one; we have rloae 
our best to distribute it as equitably as possible and to see that all classes 
of the community shall contribute, each according to its capacity. When 
,additional revenues are re(luired, the first head to which one's thought 

Customs. 
naturally turns is CJ.stoms. Here, we are at once 
confronted with the fact that a Fiscal Commission, 

is now sitting, and if the needs of our revenues were not so urgent, we 
should have preferred to await the conclusion of that Commission's 
deliberations before proposing any further alteration of the tariff. Any 
such po~tponem~nt is, JlOwever, impossible. 'Vhatever opinions may be held 
on the various important i~sues that the Fi!'cal Commission is now considering 
and whatever decision may be ultimately anived at on its report, there is no 
escaping the conclusion that the presl'ure of linancial necessity must in any 
case inevitably involve the raising of our customs duties, purely for revenue-
prodl:.cing pm:poses, irrespective of what the effect may be in tI,e case of any 

T •• partieular tariff head in the direction of pr~tection  
.:No C·J-c.dg.m~ of Imperial preference, oc free trade. In frammg our 
FIBcal COll,InlSSlOn 8 Re- propo 'als we have however endeavoured to preserve 
"ort :0-", J 
r  • to the greate!'t possible extent the general charact!lr of 
the presl'nt tariff a.nd the general relation illter se of the various duties; in 
, other words, we have endeavoured to limit our proposals in such a way as not to 
involve any important change of principle in the existing fiscal arrangements. c: 

26. (i) The vast majority of customs duties necessarily fall upon the 
. consumer, and the general character of the proposals 

Detail. of . CU&tomB which It'l.m about to mention is, therefore, that of a. 
::prol'osak tax on oonsumption. We propose to raise to"U per .... . 
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~ent. the import duty On all articles now assessed to 11 pel' cent. But since 
one of the most important article!;;, both of import and .. of consumption, is 
piece-goods, we propo!;;e that the consumption of pie"eTgoods in this country 
-should be taxed by a further 4 per cent.; that is to say, we wO'lld raise the 
cotton excise duty from 3! to 7 ~ per cent. 'l'he combined effect of these two 
measmes is estimated to bring in an increased revenue of ;),.\.5 lakhs. We 
have not, of course, overlooked the contentious history of t ~ cotton excise 
-duty, but after the account that I have given this morning of our fina.ncial 
ne'essities, and after what I have just said -regarding the raising of the 
-general arllJa/ ore", duty, I do not thin k that even the most malign:l.ut of our" 
critics can accuse us of raising the cotton ex,'ise duty for the purpose of 

~ ·('ounterbalancing the import duty on foreign manufactures. 

(iil The present import duty on machinery, iron and steel, and railway _ 
ma.terial, is only ~ per cent. We propose to raise this to 10 per cent., 
yielding an extra revenue of +,05 lakhs. 

(iii) We consider that the trade in foreign sugar can, and should, bear an 
increase of duty, and we propose to raise the present import duty from 15 
to 25 per cent., yielding an extra revenue of 2 crores. 

(in) 'We propose to raise the specific duty of 12 annas per gross boxes of 
matches to ftl-S per gross boxes, yielding an estimated additiona.l revenue 
-of 95 l.khs. 

(I') We propo!.e to impose an excise duty of 1 anna per gallon on kerosene 
produ::ed in India, with a. cOITesponding increa.se in the duty on imparted 
petroleum, namely, from 1~ annas to 2l annasper gallon, the extra. revenue 
from which measures will be 90 lakhs. 

(I'i) Last Ma.rch we joined many Honourable Members in resisting in this 
House a proposal to remove yarn from the free list. ,\Ve feel that the 
arguments then used must now yield to ollr financial necessities, and we 
propose to ask the House to agree to an impurt duty of 5 per cent. on 
imported yarn, yielding a revenue of half a Cl·ore. 

(vii) The imports of articles which are assessed at the highest rate of 
tarift, namely, 20 per. eent., have, during the greater part of this year, been 
very disappointing. I do not think, however, that this decrease can fairly be 
attributed to the new duty imposed bst March, but rather to the very 
-f!'ces"ive import!;;, and consequent over-stocking, of the previous .vear. ~ ore 

recently, the imJ)orts of these articles have sensibly increased. We consider 
that the rate of duty can llOW be increased from 20 to 30 per cent., yielding 
an extra revenue of 75 lakhs. 

(1;i£i) As regards alcoholic li'Iuors, the customs returns show that any 
.attempt to increase the i1'lport duty on wines would almost certainly result 
in an actual loss of rp.venue, but as regards ale and beer, liqueurs and spirits, 
although we should have preferred to have waited another year before raisinO' 
the duties further, we cannot a.fford to neglect any possible increase of re enu~ 
-in the coming year, however small. Moreover, when we are proposing heavy 
.additional taxation, a.ffecting many necessaries of life, we think it is all the 
more imperative to take from alcohol the maximum revenue possihle. We 
.accordingly propose an increase of approxima.'tly 20 per cent. in the duties on 
all alcohelic liquors, except wines, yielding a.n e ~ra revenue of 30 lakhs. . .. ... . 
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The actual increa"~es proposed are as follows : 

Ale, beer, porter, cider and other fermented 
liquors, per gallon. 

Perfumed spirits, per gallo!l . 
Liqueurs, untested rer gallon 

Liqueurs, tested, per proof gallon . 
All other spirits, per proof gallon 

Present rate of 
duty. 

~ annas. 

Us. 30 0  0 

Rs.25 0 0 

as. IS 12 0 

Rs. 19 12 0 

No change is proposed in the duty on denatured spirits. 

Proposed rate. 

8 ann as: 

Rs.36 0 0 

Rs. 30 0 0 

Rs.2l H 0 

Rs.21 14 0 

As regards tobacc?, we do not .think that fOI" t~e present, having regard 
to the great uecrease In consumptIOn, any further Increase in duty is possible 
without actual detriment to the revenue. 

The total increased revenue obtainahl,' next )'ear from the increa~es in 
cmtoms, whieh I have now mentioned. is e!'timate<l at 14.!10 la ~. I"ull de-
tails ~il.l be f?und ~n the c t'd~lle to t ~ ~ in~l~ce Bill which I shall a~  your 
permmaon, SIl', to mtroduee tllls mOl'nmg. lhe extra revenue durin..,. the 
current month is likely to be ~ J lakhs. b 

27. These measmes will ~till leave an' uncovered deHcit of about 9 t 
crores. "\Ve feel it nece!>sary to make a fl\l"ther call on the pa\'ers of income-

and tax and !'uper-tax. We do nc ~ )l'~p ~e  however, 
Income-tax 
1. tay to effect any alteration in the rate of tax payable by 

IUpe - ~. •  • • 
.  . per~ons o~e lIlcomes do 110t e~ceed R:30.00U a year. 

Indeed an Increase III tho!'e rates, even by a snb~tant a  amount would not 
be likely to produce any large increase in reyelJl:e, ~ef:'illg that ~ !:t of our 
ineome-tax revenue comes from aF!'eFFments made at the highcFt rate. 'Ye 
propose to raise the rate on incomes betweell H:JO,OOO and H.J.O.OOO from 14 
to 15 pies, and on incomes a,Love .~  from 10 to 18 pies. As l'egards 
super-tax, \\e propose to re-grade the hIgher rates, working up ill the manner 
shown in the Schedule to the Finance Bill to the highest ratt> of 6 annas as 
agaimt the exi,ting' highest rate of 4 annas. 'l'he combined eO'ect of these 
two measures is estimated to produce all extra revenue of 2 t crores. 

~~ Finally, we consider that the present emergency is such that there is 
S I now no alternative but to increase the FaIt duty, which 
a t. has always heen regarded liS our ultimate reFerve. We 

( 

pro,pose t~ increaFe ~ e dll~y from R] -.). to ~ :l-8 a maund. The pre~ent 
consumptIOn of salt III 1 ndla. works out at about 6 seers per head of population. 
The increase of Rl-4 pel' maulld will, therefore. represent 3 annal' per head 
per annum, or. let us ~ay  12 annas per IInIlllm for each houFehold of four. 
It cannot "mely be maintained 1 hat this will be fdt appreciably by e,'en the. 
poorest clas e~. 'rhe extrll; revemle is estimll~ed at 5 Cl'ores a y~ar  but. in the 
first Veal', owmg to the t'uFtence of the credIt ~'y tem of Fales II' not likely to 
exceed 4,30 lakhs. As in the case of the increa!'ed Customs duties, the in-
crease in the t:alt duty will com~nto force from to-day, and the extra revenue 
in the CUl"l"ent month is estimated at iO lakhs. t· -. 

I 
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29. The total extra revenue obtainable from the meas,ures which I have 
menti()ned to-day is estimated at slightly over 29 crores next year and at 1 
crore in the cUITent year. The uncovered deficit will therefore he it crores, 
together with the indeterminate liability to which I have already alluded in 
reg'ard to Waziristan.  Financial considerations by themselves would involve 
the imposition of a further taxation of at least 3 crores in order that we 
might fully establish equilibrium. After very careful consideration, however, 
we do not feel justified in aski"g the legislature to agree to the imposition of 
:additional taxation beyond that which I ha\"e already mentioned. But the, 
existence or any uncovered de~lcit is in present circumstances, a matter for 
am.iety; and we can only hope that by a combination of strict economy in 
-every direction, together with an expansion of om' revenues by a steady revival 
in trade, we shall before long arrive at a position of equilibrium, for I must 
warn the House that unless equilibrium between revenue and expenditure is 
arrived at in the near future, the linancial position and credit of this country 
will inevitably suffer a rapid deteriora~ion. 

IraJ8 and JI-feanll. 

30. I have had a good deal to say to the House this morning regarding 
the state of the ordinary revenues of the country and the expenditure which is 
debitable to our revenue account. I must now turn to that part of our 
financial administration generally known as 'Ways and Means.' I know 
that some people are inclined to fight a little shy of ways and means matters 
because of the technicalities which are inseparable from the subject. But on 
this occasion I must invite Honourable Members to give their particular 

ElI t W d attention to the main facts regarding our ways and ec on ays an t' . th t d .' 
Means of revenue deficits. means op~ra ~ns III e curren an commg years, 

• 

for there IS thIS year more than the usual connection 
between our revenue and oUr wa.ys a.nd means ac~ounts. In the days of 
many of my more fortunate 'predecessors the existence of substantial revenue 
surpluses was frequently 'l'elied on to supply funds for financing our capital 
liabIlities. 'fhere was much to be said for that cautious and conservative policy, 
which aimed at limiting stridly the amount of our borrowing and thus 
undoubtedly helped to plare India's financial credit in the high position which 
it occupied. There was however something to be said on the other side, and 
there must ba many here who remember Mr. Gokhale}s trenchant criticisms 
of continued large surpluses-which should, he contended, have been devoted 
prima.rily to the relief of taKatioR. During more recent years, however, we 
have unfortunately seen the other side of the picture, and I have already 
portrayed someting of the difficulties which my Department has encountered 
in linding the actual cash to finance a "eries of revenue defieits. Indeed, it is 
.because we are now obviously approaching the end of our resources as regards 
financing deticits that we have felt obliged, quite apart from all other consi·, 
-deration~  to ask the House to agree to drastic measures ill order to attempt 
to bridge the gulf between 0UI" revenue and our expenditure. I have shown 
that during the paf:t foul' years we have had to find resources amounting to no 
!eBs than 90 crores in resped of revenue deficits, including no less than 34 crores 
in the current year. In speaking of next year's deticit, I have a.lreadv empha-
sised the grave dangers involved by our attempting to continue to live on our 
credit in order to meet current expenditure. TJJe farts and figures "hich] 
shall no\W give the House will.show how this liability has handicapped us in 
our waYllIIIond,.mea.ns ope.tionse has forced us to borrow large sums at high . .. ~.. . 

• B _ • 

• • • 
• • . .. • 
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rates of interest. arid has prevented us from reducing the dangeronsly high 
amount of our floating debt. 

. ~~'. I il~ first ~i e t~e House a brief description of the other capital 
liabIlItIes, beSIdes thIs deficlt, that we have had to meet, and of those which 
Summary of operations we expect to have to finance during the coming 
in current and next years. year. 

[In Cl'ores of RI.] 

Budget 
1921-22. for 

1922-23. 

Liahilitiea. 

(i) Drawings of and loans to Provincial Govern-
ments 12'1! 9'8 

(ii) ail~y capital outlay • 23'0 30·0 

(iii) Delhi and Telegraph capital outlay . ~l'  3'0 

(ill) Discharge of debt. 19'2 7·9 

(II) Revenue deficit as'o 2'7 

• 

(vi) Net discharge of Treasury bill" issued to the • public 

Met oa follow8 : 

(a) Rupee loan • 
(6) Sterling loan (converted at 18. M.) • 
(el Increase in Treasury bill~ issued to the public 
(d) Credit. from excha:rge • 
(e) AlTear recoveries from Mesopotamian Govern· 

ment 
(f) Reduction of cash balances 
igj Net receipts from Savings Bank deposit. and Cash 

Certificates •. •  •  •  •  • 
(A) Other item. 

90·1 

49·2 

23·0 

2·8 

6'7 

8'0 

2'l 

2'3 

-3'0 

4'0 

57"9 

90'1 67'9 

32. This shows we have had to meete liabilities of 90 crores in the current 
year, and that more than one-third thereof has been 

Current year. due to the revenue defieit. The Provincial Govern-
ments too have had their difficulties and have had to rely to a large extent 
(no less than 121 crore~) on us to finance their deficits and capital expenditure 
either hy actually borrowin/2' from us or by drawing on what is left of tleir 
ba.lances with tLe Central Government. A lto~et er then, the financing of 
difidt!', Central and Provincial tom bined, will account fo1' over 45 Cl'ores, or more 
than half the total capital liabilitie!l of the year. For the rest, 1 g~ crores is 
represented by the diFcllarg\)' of our War Bon.ds, and the remaiD(\er by capital 
outlay on Railways, Delhi, and Telegraphs: In ,order to !!!eet~ these large . , 
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liabilities we have had, in the first place, sundry assets and receipts, amount-
ing to 15 crores, which I need not (,pecify il.dividually. 11'0 meet the rema.in-
der we have had to raise rupee and ~terling loans to an extent considerably 
greater than we had budgeted foro It will be seen that in India and London 
combined we have raised no less than 721 crores of rupees in new loam. 
That of course is a very large sum to rai~e  and we have only been able to 
do so partly because of the stagnation of trade in this country, which made 
Gove··nment s .. curities almost the only available means of investment, and 
partly because of distinctly favourable conditions in the London money 
marketo Finally, asa result of our heavy liahlities to finance deficits, we' 
have been quite unable to effect any reduction in our floating debt; on the 
'contrary, there will, we anticipate. be an increase of about 2! crores in the 
amount of treasury bills outstanding with the public at the end of the year. 

330 As regards next year, we hope that if the House will second our 

N t • 10 bOIOtO efforts to increase our ordinary revenu··s we shall not 
ex year 8 IR I lIes. h  }  I fi d· d 0 ave suc I a arge sum to n III or el" to finance 

revenue deficits, though, apart from the Ceutral Government's deficit of 2£ 
crOl·es, we h ve been warned tbat we may have to iil,d ne:orly 10 crores, in 
the shape either of advalJces to Provincial Governments to ena!.le to them to 
carryon, or of drawings on tlleir balances by such Provinces as wil have any 
balances left We have to tind nearly 8 Cloore,; for the repayment of 192:l 

• "V\r ar Bonds, some I! Cloores in respec-t of c pital outlay on the Telegraph 
Department and 2. Cloores f,l1· expenditure on the new capital at Delhi, for this 
House has already decided that, if only in the intereFts of economy, it is 
desirable that-this work should be completed as s.·on as possible, and 2 crores 
is the total amount whi(Oh the engineer. expect to be able to spend in the 
year. Weare also budgeting for a reducotion of + Cloores in the outstand'ngs 
of treasury bills with the public; I have alread)' Faid sufficient on this matter 
to indicate the imperative necessity of our not allowing our floating debt to 
remain at the pr~l'ent dangerously high level. There remains only the provi-
sion of 30 crores for capital expenditure on Railways, as againl't 2:j crores that 
we expect to ('pend in the CUl"l"ent year. :My Honourable Colleague in charge 
Railway capital expendi. of the Railway Department will, I understand, bring 

ture. before th.. House in the cun-ent Session th.o recom-
• mendations made by the Commit'~ee of the two 
Houses of the Legislature 'Which met in December last ts> cOD!:ider the queFtion 
of our Railway capital programmeo I win not anticipate heloe the diFcuHion 
which ",ill no doubt then take placeo J\ll I will say is that, great. as are the 
liabilities thrown upon our ways and means resources in other directions, it 
would, in my opinion, be a short-sighted ~olicy  and detrimental to the trade 
and prosperity of the country, if we hes19kted to take all p ~ ible ~teps to 
restore our railway lines to the co.dition demanded by the travelling public 
lionel the count1):'s trade. This 30 crOl"es will be practically all devoted to the 
improvement of existing lmes ; there is no provision for any new conl'truction, 
~ loept a small amount, under 2 Cl'ores, for the completion of new lines already 
~ progress. 

34. Apa.rt from certain misc·llaneoul>. receipts, such as savings banks 
deposits, we mUl't rely entirely upon our borrowings in order to finance this 

H to b t liabilitr· For the purpose of these estimates we have 
0°': e me . entered a rupee borrowillg of Rso 25 crores and a sterl-

ing' borro m~of £17. millions,. the latter figure being inclusive of about £2 
•  • • • ••• B 2  • 
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millions which wilAbe rea.lised next year out ofthe sterling loan of £10 millions 
floated in December mst. We thus anticipate next year a total borrowing of 
1~ crores, though we do not of course bind ourselves to distribute our bor-
rowings as between India and England in the partic1llar proportion I have 
menti"ned ; this must depend upon market conditions during the year, As 
the House is probably aware, it is by no means certain that the recent favour-
able conditions as regards sterling borrowing may continue throughout next 
year.  Hitherto, Indian sterling stock has occupied a very high place 

• among what are known as gilt-edged securities. For the first time 
for very many years, Indian securities recently had a sudden, but f01'-· 
tnnately only temporary, set back in popularity owing to apprehensions felt ip 
the United Kingdom regarding the internal situation in this country. Brief 
as was the period of depression, the incident nevertheless carries its own 
warning, and I feel that it would be unsafe to count on a total borrowing, in 
l'upees and sterling combined, larger than that for which we have taken 
credit. As regard!' rupee bon-owing, there are, moreover, two considerations 
to be borne in mind. In the first place, we must remember that any appreci-
able revival in trade must inevitably lead to other channels of investment for 
those people who during the past two years have subscribed to our loans. 
Secondly, several of the Provincial GO"ernments will themselves be entering the 
. market, one of them at all events to a very substantial extent. Altogether, if we 

U f t I la look ahead for the next few years, we have to remembet 
Dsn e 0 re y OD rger h 'I' 11' b'l't' 1 h bon'owi0 "'S, t at our essentla capIta la I lIes, name y, t  e pro-
" vision of an adequate railway programme and the 

repayment of our !'hort-term bonds, represent a total sum wmch will strain 
our bOlTowing capacity to the utmost, and every serious thinker will, I, believe, 
agree that to rely to any substantial extent Oll our annual borrowings to 
finance large revenue deficits and to provide us with funds for carrying on 
the ordinary day-to-day administration is out of the question. 

35, So far I have dealt with our ways and means position taking our 
balances in India and England together. It is now necessary, ho" ever, that 
Problem of keeping the I should give some .explanation of the position at our 
Secretary of Sta.te in Home Treasury, for, as the House will see, this is 
funds. likely to have an important bearing upon our general. 
cun-ency and exchange arrangements, In normal times the usual procedure 
for keeping the Home Treasury in funds is for the Secretary of State to sell 
Council Bills upon India. No Council Bills have, however, been sold since 
1919, the reason being that there has been no trade demand for them, while 
the Secretary of State has been able to keep himself in funds by recoveries 
made by him from the Home Government in respect of expenditure incurred 
by us on their behalf in India and l\'[esoPlltamia, this operating, in effect, as 
a remittance from us to the Secretary of State. In one tinancial year, namely, 
1918-19, our recoveries from the Home GovernJ!lent were no less than £.92 
millions. Since then, owing to the closing down of the Mesopotamian opera-
tions and the gradual disbandment of the additional troops that had been 
raised during the war for service overseas, these recoveries, have greatly dimini'ilh-
ed, and during the cun-ent year we onlyexllect the Secretary of State to recover 
about £.25 millions, while during next year we do not expect that he will 
recover more than t9! millions. His total liabilities, including the ordinary 
Home cha.rges, together with about £18l millions on account of pUl'chases in 
Europe of railway material and stock, a.re e~~cted. to amount. to (. about £521 

,,'" '. , 
co' 
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millions. There is, therefore, a substantial deficit in· his resources. How is 
that to be supplied? I have already mentioned that he hopes to obtain about 
£17 i millions from sterling borrowings. Assuming that he will succeed in 
raising this large amount, there will still remain a. gap of £18 millions, which 
will have to be covered by a transfer of funds from India to England. Now, 
T 'bI th d there are only two possible ways of making this 
wo POISl e me 0 8. remittance; the Secretary of State must draw on us, 

either through the sterling reserves or by the sale of Council Bills. It is 
necessary that I say a few words about each of these methods of l'emitting 
• funds to him. . 

36. As regards the former, namely, the transfer of our sterling reserves from 
England to India, there will be in England at the beginning of the financial year 
about £51 millions of the Paper Currency Reserve and £40 millions in the Gold 
Standard Reserve. Both of these are held mainly in the form of British 
(1) By transfer of Treasury BillR, which are readily convertible into 

sterling reserves to India. cash. The Secretary of State can, therefore, to the 
extent of his requirements, draw on those reRerves, provided of course (and 
the House will soon see that the proviso is an important one) that we earmark 
Which will necessitate the necessa1Y funds in India fOl' cl'edit to those 

corresponding dellation in reserves, the net result being a transfer of the reserves 
India. from England to India. In the case of the Paper 
.Currency Reserve we should at this end cancel notes to an amount equivalent to 
the British Treasury Bills sold out by him, thus reducing the circnlation to that 
extent. In the case of the Gold Standard Reserve we should have to earmark 
funds for c.-:edit to that reserve in India; we Jfropose to do this by earmal'king 
gold, i.e., we should transfer gold from the Paper Currency Reserve, which con-
tains £24 millions, in sovereigns and gold bullion, to the Gold Standard Reserve. 
But here again; in order to be able to make this transfer, we should of course have 
to make equivalent payments to the Currency Reserve, and thus cancel notes 
to the necessary extent. So, whether tile Secretary of State draws through 
the Paper Currency Reserve or through the Gold Standard Reserve, the net 
result is a cancellation of notes in this country. That is the operation 
generally known as 'deflation', and I use the word for the reason that this 
is the actua.l effect of such drawings, and not because we I!onsider that 
• circumstances justify a policy of deflation on its own merits. But when one 
looks at this matter practically, the question at once arises, whether we 
could in fact effect cancellation to the necessary extent. I must point out, 
moreover, that deflation in order to put the Secretary of State in funds does 
not represent the whole of the cancellation necessary, seeing that under the 
Paper Currency Act we are bound to apply the interest on our Paper Currency 
Reserve investments to the cancellation of notes issued against our ad ROC 
securities in India, and fUl'ther, we ~a e also undertaken to a.pply to tbe same 
purpose any excess in the Gold Standard Reserve over a.nd above the figure 
of £.j.0 millions. The deflatftm in respect of these two items will amount next 
year to about 6 C1'ores and, when added to the deflation necesl'ary on our 
present estimates to put the Secretary of State in funds, represent, a to~l 
en f ,sum of 33 crores. I have only to mentIon thIS 
anger 0 attemptIng f h  H to' d £ th act' bil't too much dellation-, amount or t  e ouse JU ge 0 e pI' lC':' l:y 

of cancelling 33 crores of notes out of a total CIrcula-
tion of about 1,70 crOl'es. I need not elaborate this point, for it is one 
which all hankers and financiers, and indeed mos" business men, will at once 
appreciate •• Epry crore Qf noq,s canceUed by us means a withdrawal of a 

• •• • • • • 
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crore of notes fro~'t e money markets, with a proportionate tightening of 
money. By cancelling note!; at judiciol1!;ly chosen oppOltunities we hope to 
be able to provide some portion of the Recretary of State's requirements in 
the coming year in this manner; and of course deflation, if cat'rie'\ out with 
caution and with due regard to the legitimate needs of trade, ha!', as the 
economi~ts teU us, valuable effect ill reducing' the general level of internal 
prices. But, as recent experit'n('e in other countries has shown, there is an 
obvious limit to which we can or should ~o in this direction, and we recognise 
• fully the responsibility on us not to go too far, or to produce such a sudden or • 
rapid stringency as might lead to a dangerously acute position. , 

37. If the House has followed me in my remarks regarding the' possibil-
ties of deflation, it will be clear to the exteut to which our deflation falh: short of 
i2; By Ba.le of Council the amount which we at preseut estimate as necessary 
Bills. to keep the Secretary of State in funds, it will be 

necessary for him to sell Council Bills. 'We have 
not entered any figure in the estimates for a remittance through Council 
Bills, and have for the present shown the whole remittance as effected throuO'h 
the !;teding re! er e~  but of course we hold ourselves free, should circum~tan~es 
require and the state of the exchange market permit, to make remittances 
by Cou.ncils. Further, the facts and figures which I have given to the House l 
m:ust dispose of any apprehension that the business~ c.ommunity in India may 
still feel as regards the Secretary of State's unhmltel powers to force up 
exchange to the two shilling level. 

.1'/tc financcs of tkc Pl'ovinrcs. 

38. Now that the Provincial Governments have almost complete financial 
autonomy, it would ordinarily be unnecessary for me to make any reference to 
their financial operations. 'Vhat I have already said, however, regarding the 

. .. difficulties in which the provinces now find them-
Exhau<tlOn of provlllCial selves, and their effect upon our g-eneral wavs and 

ba.lances. t' k't d  . bl "h I means opera IOns, rna es I eSll'a e  t at • 
should make a few observations on the all-India position. A few facts will 
suffice to show the general position in the provinces. At the beginning of the 
current year the total provincial balances were 16'16 crotes, "hile at the end 
of next year the aggregate balan('es are expected to be only ~ crores, even 
after allowing both for the various loans which several Provincial Govern-
ments have raised or will have l'aised, during tue two years, and also for the 
proceeds of extra tax tion which several pr{lvinces are imposing for their own 
purposes. Further, there is not a single province which, according to our 
present information, is Dot budgeting-for a deficit next year. I am not in a 
position to give full figures, because several provincial budgets have not 
yet been prel'ellted, but the House may take it as reasonably correct when 
I say that, taking the provinces as a whole, their expenditure next year 
(omitting of course expenditure of a capital nature which will be defrayed 
from loan funds) will exceed their revenues by an amount of about 8 crores. 
Several of the provinces will, by the end of the current year, have already 
exhausted the balances whicJ1t we keep for them as their bankers, ~.nd at least 
one of the major provinces will have to takq a. su\>stantial a4.v:an<;p. from us 
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merely in order to carryon. The position of the Central Gov:emment's own 
Problem an all· India finances, as I have endeavoured }-to explain to the 

<me. House this morning, shows that there can be no question 
of our attempting to reduce the provincial contributions 

()f 9t crores in the immediate future. To do so would merely increase our 
<lwn uncovered deficit, and the net result would be exactly the same whichever 
eourse we adopted, for, whether the all-India deficit be regarded as completely 
Central, or partly Central and partly Provineial, it will have to be financed 
mainly on the credit of the Central Government. The problem, therefore, 

• is really an all-India one. The great difficulties in which most of t.he provinces • 
find themselves have led in many cases to requests in non·official quarters that 
,what is known as the Meston Settlement should be revised. I am not quite 
sure how far such requests are put forward with the object of obtaining a 
different distribution of the total contributions between the provinces, or 
merely represent requests for the acceleration of the abolition of the contri-
butioll.s'. I must, however, point out that any attempt to wipe the Meston 
Settlement off the slate might have a very different result from what is 
sometimes anticipated. Lord Meston's Committee worked 011 our assumption 
that the deficit of the Central Government I),t the initiation of the Reforms, 
to be made good from contributions from the Provinces, would be 9,83 lakhs. 
Now, that figure was arrived at upon various assumptions, two of which 

• were of great importance. The first was the two shilling rate of exchange; the 
-second, a military budget of 43 crores. The non-realisation of the first assump-

• 

Falsification of as- tio~ means, on the present figures ~f our Home c ar~es  
1Iumptions upon which a difference to us of no less than ];) ~ crores a year. As 
present contributions for the military budget. although the strength of the 
are based. Army is not greater lit is indeed somewhat less) than the 
pre-war strength, the cost is some 20 crores higher than the 43 Cl'ores we 
assumed. I would ask, therefore, those who desire to see that settlement upset, 
to consider whether an impartial committee, now arriving in India to effect 
-a new settlement, might not take a very different view as to the amount of the 
eontributions necessary from the provinces in order to enable the Central 
Government to discharge its fundamental duty of securing the country's 
defence, maintaining internal peace, and the service of the national debt. 

39. Knowing, however, the difficulties which each Local Government 
has to face, we consider that the time has come when it is desirable for us 
to discuss the whole position with them, in order that we may exchange 
ideas and learn something of each other's ditTIculties. 'Ye propose, therefore, 
as soon as convenient, to invite the financial officials of each Local Govern-
ment tl' a conference, in order to discuss the genel'al position as regards the 
eontributions, and at the same time to take t ~ opportunity of examinillg the 
problems which each province ha\ to face in the matter of financing capital 
outlay on irrigation and other schemes for which the provinces are now 
l·esponsible. • 

Conclusion. 

40. And now, Sir, I can conclude my task. For us, for the Provincial 
-Governments, for the country at large the year has been a difficult and 
disappointing one; nor is there yet any clear pr9mise of an early lifting 
~f the clouds which veil the horizon of our finances. We can only address 
ourselves with what determination we can command to the ·task of finding a 
.solutiontfor the urgent probl~ms which immed'at~ly confront us. One fact, 
I thinm, s~ds. out inepromilIence j the overwhelming importance to India's 
• • •• •  • • 
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trade a.nd excha.nge· of world £acton over which' we have no control. Any 
attempt to devise remedies as if India. were a separate entity, divorce4 from 
world conditions, would be doomed to failure. A second fact is· also clear 
that the world at large, and we also with other countries, have underestimated 
the period of convalescence necessary for recovery from the maladies of the-
war. I need not labour the point, for wherever you look, whether towards 
Central Europe, or to the United Kingdom, or even to America, it is now 
clear that the problems are so stupendous that recovery cannot be other than 
~o . But the conclusion seems to me equally clear. If our troubles are due-
to world causes, we must move in line with the best thinkers of the outside-
world in seeking the remedy; and the one solution which they can indicate-
for the difficulties in which State finance now everywhere finds itself, is the· 
deliberate attempt at any cost and at any inconvenience to make revenue meet 
expenditure. India's financial credit has stood high with the world in the· 
past; if she is to maintain this, and if she is to make good, what is of' equal 
importance, her political credit with the world, she cannot afford to falter in 
applying the obvious and inevitable remedy which the situation demands. 

MESSAGE FROM THE COUNCIL OF STATE. 

IIr. President: A Message has been received from the Secretary of the-
12.005. Council of State. 

Secretary of the .Assembly: Sir, the Message received from the-
Council of State runs as follows : 
'I am directed to info/'m !Iou t!at t!e Council of State !a8, at its meeting 

of tke 28tk Fe/mear!l, 1922, agl'eed~ it~out a11'!J amendment, to t!e following-
BiU, wlt,ic'" were [JaBBed lJ!I tke eg~8lat~ e .A.BBemlJl!l: ~ 

Tke Bill to amend tke law "elating to Emigration, and 
Tke Bill to e,talJli,'" and incorporate a. unital,!! teacMng and reBidential 

Univerait!l at IJel!i.' 

THE DELHI UNIVERSITY BILL. 

Ir. H. Sbarp (Education Secretary) : Sir, with your permission, I would 
like to do what I had no time to do the other evening when it was very late,. 
and that is to acknowledge the assistance which Government has derived, in 
the passing of the Delhi University Bill, from the Assembly .and fr?m the 
Joint Committee. I have seen the passage through the IndIan LegIslature-
of five University Bills. These Bills always contain slightly contentious' 
matters' but I can say that the discussion was never more reasona.ble, and 
never c;nducted in a more amicable manner' than on the occa&ion of this 
Bill. (Hear, hear.) My Honourable friend from. Bengal opposite did not 
get quite all that he wished to get out of it, but I congratulate him on his. 
ac i ~ ement and I also congratulate the Assembly. 

THE INDIAN FINANCE· BILL. 

The Honourable Sir Ialcolm Hailey (Finance Member) : With your-
permission, Sir, I beg leave: '. .. 
..•• To iDtroduee a Bill in tlle nature of our Annual FinllnCe Bill-theexBCt ti~ of ~ ic  will . , 

.. 
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be • A Bill to enhance the duty on salt manufactured in, or imported by land imo, certain' 
parts of British India, f-urther to.amend the Indian TariiI Act, \1894, the Cotton' Duti .. 
Act, 1896, and the Indian Po.t Office Act, 1898, to impose an llX\liie duty on kerosene, to fix: 
rates of in'llome-tax and to abolish the freight taL' . 

The motion was adopted. 

The Renourable Sir Malcolm Hailey: Sir, I beg to introduce the Bill .. 

THE POLICE (INCITEMENT TO DISAFFECTION) BILL. 

The Honourable Sir William Vincent (Home Member) : Sir, I move ~ 

• That the Bill to provid!,! a penalty for spreading disaffection among the police and for-
kindred offences, be taken into consideration.' 

I explained the object of this Bill, when I introduced it, or rather its two 
objects, for Honourable Members who have read the Bill will see that its 
objects are two-fold, namely, to prevent the spread of disaffection amongst. 
members of the police force, and to prevent attempts to induce them to with-
hold their services or to commit breaches of discipline. I have received a. 
number of amendments to the Bill, all of them indicating that certain modifi-
cations in the measure are necessary in the opinion of individual Members of' 
this Assembly, but I have received no indication that the principle of the· 
Bill is objected to. Indeed, two amendments have been proposed to refer the· 
Bill to a Select Committee indicating that the principle is accepted and, in 
view of thE' number of amendments to the Bill that are down on the list, and 
also of the desirability of examining it in greater detail-a cOUrse of action 
which is only possible in Select Committee-I am quite prepared to accept. 
either of these motions. The Committee-proposed by my friend, Mr .. 
Subrahmanayam, seems to be larger and to include very nearly all the Mem-· 
bers that are put down in the Committee Pl'OPOSed by Dr, Gour. 

Sir, when I last spoke about this Bill, I explained that it is based 
entirely on the principles of an English Act, and I submit to the Assembly 
that ·the danger of disaffection among the police is more .acute and more real 
in this country than in England. Indeed, Honourable Members must be 
aware that some of these efforts have been partially successful in some provinces 
or I ought to say in some parts of provinces. I daresay also that manY' 
Members have noticed that in a recent decision of the Congl'ess special 
arrangements were made for the provision of funds to support those 
who leave Government service, and we interpret that as an indication 
that further efforts will be made to seduce our police officers and, 
indeed, our soldiers from their d.uty for one of the obstacles that has hitherto-
stood in t ~ way of this item in the non-co-operation programme has been the 
fact that adequate fundsoto pay the men who leave service were not available. 
I need not point out to the Assembly that the security of this country depends 
very largely on the police, and that they are the first line of defE'nce. It is 
• not for me on this occasion to praise their work, though, indeed, it has often 
been worthy of great praise. (Heal', hear.) They have faced attack, abuse,. 
boycott~ intimidation and, on many occasions, violence and murder, and I hope 
the Houl'e will realise the difficulties under which they work. This Bill is not. 
howeve, intended to penalise that llubtle intinfldation and boycott, which it is 
-very diiculJ;indeed to Jlre e~t  but to stop those open attempu to spread 
-.... ....".. . 

• 
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disaffection among a. folce which is the guardian of the public tranquillity in 
this country. 

I notice that one Honourable Member has drawn attention in an amend-
ment to the question ~f whether it is intended by this Bill to interfere with 
what are called police associations. Well, if he will refer to the English Police 
Act, be will see that special provision is made in that Act for the protection 
of such associations, and it is far from our intention to interfere at all with 
legitimate activities of such bodies. I can assure the Honourable Member 
wh.o has given notice of that amendment that this matter will be carefully 
.considered in Select Committee. But I want to make one point quite clear, 
and that is that it is not with reference to these associations that we thought 
it necessary to introduce this Bill, but because of the deliberate attempts that are 
now made to sow disatlection and disloy:tlty amongst one of the most valuable 
~er ices in India. 

Rao Bahadur C. S. Subrahmanayam (Madras ceded districts and 
'Chittoor: Non-Muhammadan Rural) : Sir, I may say at the outset, not only 
on behalf of myself bl~t on behalf of a good many Members of this Assembly, 
that we are all at one with the Government in endeavouring to maintain law 
and order. We all recognise that the loyalty, the efficiency and the whole-
hearted discharge of their duties by the police is most essential to the safety 
of the country or, at any rate, to the safety of the people who have any 
property in it, worth mentioning. ThPl'efore, it is at the outset quite necessary 
to dispel any doubts which anyone might have in his mind that we are out to 
weaken the authority of Government in maintaining law and order. I may be 
pardoned if I say that, but I do so because there is aD idea is some minds 
that, if we criticise any of these punitive measures or any of these penal laws 
that are put before the Assembly, we are doing something to weaken authority. 
Far, far, be that from our minds. What we try to bring to the notice of 
Government is that we are more familiar with certain strata of society, with 
-certain strata of officers who administer the law, and we daily see the diffi-
-culties, the inconveniences, which these laws subject the people to in this 
-country. Now, in regard to this law, as in regard to any other law of this 
-character two essentials are necessary. It must be effective to attain the 
objects aimed at and it must also be easily workable, that is, it must be work-
able without endangering or imperilling the safety and the liberty of the 
ordinary people in the country. 

Now, in regard to this measure, no doubt the Honourable the Home 
Member said that it is intl'nded to attack open attempts made to seduce the 
police. Weare all agreed about that. If th!s Act can by its terms be ~e 
.applicable to open attempts or to any general attempt or to any combmed 
attempt to wean the police from the proper discharge-of their duties, we shall 
all, I think, unanimously support it. But do the terms of the Bill as it stands 
. limit its operation to open attempts only? That is the danger underlying 
this Act which is now before us. No doubt, the operative section is taken • 
out of the English Act. Weare told in the Statement of Objects and Reasons 
that the Bill has been framed on the lines of section 3 of the English Police 
Act of 1919. Now, a perusal of the English Act will show the object with 
which that Act was enacted. I'ti was at a. time when there were trade. unicms 
and . police utPons, and the' trade unions were ne~tiat~ with the e,?lict unions 

\ ~ , 
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in order to get these police unions uuder their contro~ and thereby pmctically 
paralyse the civil administration of the country: In tlli8 state of affairs, the. 
police were practieally advised to form union5 but· unions under a. certain 
amount of Government control; and after allowing them to form these 
unions, they were prohibited from hl.ving any dealings with other unions. 
That is to say, they wanted to segregate the police unions, and then, as a 
corollary to that position, they also made it an offence for other people to inter-
-fere with the police unions. The punishment provided for people interfering 
with police unions formed a corollary to the main provision made to regulate the 
formation of police unions and their segregation from contamination by otHer 
unions. Now this operative section of the Act has been taken out of its 
setting and presented to us. Well, that is the main objection and the danger 
that we see in this Act. After all, what does this Bill aim at? It aims at 
keeping the police steady and straight in the discharge of their duties by 
preventing other people from persuading members of the force to become 
disloyal. Now, it must strike anyone that the most effecti,"e way of keeping 
the police to their duty is to make thelli contented, by chosing the right 
men for the force and keeping them under proper discipline and thereby 
making them a disciplined loyal force. But any amount of legislation of 
this sort to prevent outside people talking to them or preaching disloyalty 
t.o them is not likely to attain the end which is sought to be reached by this 
law. Therefore, those of us who have pnt forward amendments and others 
fear that in the working of the Act there might be great danger. N·ow a 
plain question has been asked. What is there to prevent an ordinary in-
dividual who talks to a couple of policemen and on hearing some complaint 
from them says: 'Why don't you resign? You will make more in another 
walk of life and I advise you not to continue in the police; '-a COnVel'SIL-
tion like that might come within this section. A man might reasonably, 
with no intention of creating disloyalty, tell a policeman, or a couple of them 
(lr half a dozen of them: 'The police service does not seem to be 
very remunerative: in private service you are paid better and will 
have greater liberty' j and this advice must come withi.n the section, which 
says: 

'whoever causes disaffection amongst the members of a police force. ' 

, Disaffection" is a well-known word. It has been held to mean lack of 
aff~ction  want of affection. ( IJo1,outabl e M ember8 :  ' No, no. ') It has • 
been said that anything leading to a want of affection might be disaffection. 
If you find one Judge saying that, you will find more Magistrates saying that 
.in the future. . 

Anothel· matter connected with this Act is this. A policeman now under 
the Police Act is entitled ijp resign on two months' notice, and, if he does 
.not give that notice and commits breaches of dir;cipline, the punishment 
provided for him is ~bout three month!;' imprisonment. But a man who 
asks him to give up serving in the force "Will get two years under 
this Act. I do not know the reason for this disparity in punishment between 
the principal offender and the instigator. Therefore, all that I say at present 
;is that, while no doubt in some modified attenuated form a Bill like this 
might be agreed to, in its present form, without material changes, I think'· 
it is a. very dangerous measure, and, in order that there ma.y be no mistake 
aboufioit, I ha.ve put forward the amendment, lifting simply the clause in the 
EnglWh ~lice Act t~t is, VIyamendment No. 18. As the Honourable the 
• • •• • • • 
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Home Member has said. that a Select Committee consisting of the larger 
number will be appointed, I move: 

, That a Select Committee consisting of the ollowing Member. be appointed to consider-
and report on the Bill : 

The Honourable the Law Member, 

~ Honourable the Home Member. 

Dr. H. S. Gaur. 
Bhai Man Singh, 

Mr. Pyari Lal, 

Mr. J. Chaudhwi, 
M uDshi I swar Saran, 
Mr. W. M. Hussanally, 

Mr. F. McCarthy, 
and myself.' 

The Honourable Sir William' Vincent: Sir, may I suggest to the-
Honourable Member that he might add two more Members, Mr. Keith and 
Mr. Kabraji, both of whom have  experience of police work? I have ascer-
tained that they are willing to act. 

Rao Bahadur ·C. S. Subrahmanayam: I agree. 

IIr. President: The question is: 

'That the names of Mr. W. J. Keith and Mr.J. K. N. Kabraji be added to lerve on the-
Select Committee.' 

The motion was adopted. 

Dr. H. S. Gour (Nagpur Division: Non-Muhammadan): Sir, when I 
gave notice of my amendment, it was in consultation with my friend, Mr .. 
Subrahmanayam, and it was only inadvertently that the names which he has 
subsequently added were omitted from my list. I am glad, therefore, to with-· 
draw my own amendment and to support the amendment of my friend who 
has just spoken. I should. however, like to make one or two .. Iterations. Mr •. 
,WaH Muhammad Hussanally is not here and, if the Police Bill Committee has 
to sit immediately, I would suggest the name of a Muhammadan Member, 
either in addition to 01' in substitution of Mr. Wali Muhammad Hussanally,_ 
namely, Mr. Chaudhri Shahab-ud-Din. I have taken his consent and I hope 
the Honourable the Home Member will have no objection. 

The Honourable Sir William Vincent: Certainly j we should accept' 
the proposal at once. • 
Dr. H. S. Gour! I therefore beg to move formally tkat Chaudhri Shahab-· 

ad-Din's name be added to the Select Committee. 
Now, so far as this Police Bill is concerned, OUt task has been made very-

much lighter by the statement of the Honourable the Home Member. As 
he is aware, the tenor of our amendments leaves no doubt that we, on this 
side of the House, are quite willing to co-operate with the Government 
in suppressing auy movement intended to seduce either the military or the 
police forces of the Crown in tltis country. At the same time, speaking for' 
em~rs on this side of the House, I desire to mye it pn that, i~ e~ng -

• • • 

• 
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the law, two main principles must be kept in view; the first one is that the 
law that we enact must be intelligible, and t erefo~e such as is not likely to 
be abused in practice, and the second thing is, it must not be too wide and 
must not go beyond the actual necessity of the case. When this Police Bill 
was originally introduced, I find that the op~rati e clause (clause 3 of t ~ 

Bill) was almost bodily liftoo. out of the English Police Bill of 19 I 9. 
But the circumstances which attended the enactment of the English Statute 
of 19H} were entirely overlooked. a~e no doubt that the Government are 
aware of the very instructive discussion that took place in the House of Com-
mons and whic:h is repol·ted in Volume 118 of Hansard, page 795. It was there 
pointed out by the Secretary of State for the Home Department that the Bill 
w&.s necessitated by an actual disaffection threatened by the police. A very large 
number of policemen were threatening to go on stril..e and they had grievance 
which were unredressed. The Seet'etary of State thoughttnat these policemen 
had been got at by the Internationals, and that they were making overtures 
to join the general trade unions who were trying to amalgamate with the 
police unions. The object, therefore, was two-fold, one to help the policemen 
in ameliorating their own conditions to preserve their police unions and the 
other to keep out the Internationals'who were trying to seduce them; and 
it was with that ubject that the English Police Bill was drawn up. Now; I 
deprecate any legislation in this country where the penal provisions in an 
English Statute are bodily taken out and proposed to be placed on the Indian 
Statute-Book and all the attendant circumstances forgotten and the other bene-
ficent provisions of that Statute are lost sight of. 1'his is an instance of that 
kind of legislation. 1'he iionourablethe Home l\Jember has now assured 
us that there is no intention on the part of _ Government to quash 01' 

otherwise dIsband the police associations formed for the purpose of helping 
the police officers and the policemen. We have also been told that the 
obeject merely is to prevent ·the seduction of the members ·of the police 
force by terrorists and others. If that is the object, we are in entire 
sympathy. But may I also invite the Government to remember that indivi-
dual members of the police may have a grievance.  They may desire to better 
their own condition and their friends and relatives may advise them to do 
so. The Bill as originally drafted and presented to the House would penalise 
any advice however bond fir/,·, given by friends and relations to individual 
members of the police force for their own bettermeJ;lt. Further, it is a 
cardinal prin ~iple of law that there can be no crime without what is known· 
to the lawyer as the means ~e  the criminal intention. In this clause 3 we 
find the following: 
, Whoever causes or attempts to cause or does any act calculated to cause '. 

This includes any act however benevolently it might 1Jave been done and 
however unintentionally it m~ t have been performed. And then we have: 
, or induces or attempts to induce or does any act calculated to induce any member of 

the police force to withMld his service or to commit breaches of.cJ.iscipline' 

shall be punished in the manner described' there. I submit that the very 
cardinal principle upon which the criminal jurisprudence of this country is 
based was entirely lost sight of in drafting this provision. We shall be 
told that this is copied from the English Police Bill. N ow, I ask, Sir, this 
Bill was passed in, England in 19 I 9, nearly two or three years ~ ' ). Has 
there been a single case? Was thist Bill ever put into service ? 
I venture to think, not'j it was an emergency legislation intended to . -.. . . . .  . .. . ., 
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defeat and thwart the impending strike on the part of the police 
and intended further to' prevent any insurrection amt)ngst the members 
, of the Metropolitan Police which was imminent; I submit that that caus£:d 
the enactment of this legislation in England.. The Honourable the Home 
Member has not even insinuated, much le8s said, that there is such a contin-
gency at present in this country. The contingency, if any at all, is fortu-
. nately and hap. ily a remote one, and we are making here a Drovision against 
,possibility. 1. therefore, submit that the language of the section has to be 
entirely recast and placed in line with the other penal enactments of this 
country. I have no doubt that these are' considerations which may weigh 
with the Select Committee to which the Bill is now to be consigned. But I 
make these obser¥ations for the purpose elf showing why notices of so many 
amendments and motions were given by the Members of the House. When 
they read this section, they lound they were face to face with this difficulty; 
they found that, when compared with the English Act, this was a verbatim or 
almost verbatim reproduction of one isolated section of the English Police A~t 
without the other sections which al'e an integral part of the scheme formulated 
in the English Statute. 

One more word, Sir, and I have done. The Honourable the Home 
Member needs no assurance from Members on this side of the House that 
he will have the utmost support from the private Memhers of this House 
tha.t is commensurate with the due discharge of their duties as trustees and 
custodians of peoples' liberties. They have their duty to the public as well 
as to the Government, and my Honourable friend, Mr. Subrahmanayam. has 
not struck a warning too soon. Well, he has warned the M embers of the 
Government not to think, merely be<>.anse. Members on this side of the 
House criticise their measures or their actions, that they do so in a spirit of 
hostility to the Government. They feel that, unless the two sides of the 
question are thrashed out, it is impossible for them to do their duty, as it 
will be impossible for the Government to do theirs. If I speak, Sir, support-
ing the amendment as well as the reasons given by my friend, Mr. 
Subrahmanayam, it is D'om the sense of duty which I feel to my own ferow 
Members that a new spirit should pervade the Members of this Government 
who must undt'fstand that any criticism -that comea from this side of the 
House is the criticism of a friend, at times a candid friend, and not neces-
sarilyof a person, to use the language of Mr. Justice Strachey,' who is 
guilty of disaffection because in him there is an absence of attection J. 

ltIr. President : The question is : 
'That the ~ame of Chaudhri Shahab-ucl-})in be added to serve-on the Select 

Committee.' 
.. 

The Honourable Sir William Vincent: I think the Honourable Mem-
ber wishes to lIubstitute the name of Chaudhri Shahab-ud-Din. 

ltIr. President: Does the Honourable Member wish to add the name' 
of Chaudhri Shahab-ud-Din or substitute it in place of Mr. Wali Mahomed 
11 ussanaIly ? 

Dr. H. S. Gour: I wish to add it, Sir. • 
The motion was adopted. " . • . -
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The Honourable Sir William Vincent: Sir, in the first place. I want in 
my l'eply to make one point quite clear, that we on tlfe Government Benches 
. do not complain in the least of criticism, and it was far from my intention even 
to suggest this in my opening speech, I welcome criticism from all sides of 
the House, nor indeed have.1 ever been backward, as the Members can testify 
in expressing my appreciation of the assist .. nce and co-opeTation which I hav; 
consistently received from the commt'nts of non·offidal Members I desire, 
therefore, emp aticall~' to diFpel any idea tllat I object to criticism from 
Members, and indeed, searching my mind as to "hat I said in my opening~ 

I cannot think that there is anything that jUf>tified the suggestibn Nor' d() 
I complain at all of the num))el' of amendJDents proposed. It is obvious 
tbat it is from suggestion of this kind that improvements in legislation 
develop, and we have lately in Select Committees derived very great 
benefit from suggestions of non-official Members. The object we all 
bave in view is, as was said by the HonoUl'able Mr. Subrahmanayam, the 
same, namely, tbat the law should be effective, should not be liable to be abused 
and that it should be easily workable. 1 tried to take down .the exact words 
used by him. At the same time, I do not think that the Bill as dr3.fted is 
open to all the objections which have been put forward by Dr. Gour. I d() 
not think, for instance, that it could touch any person who, from honest 
reasons, recommended a police constable to resign his office in order to better 
himself. If it is open to that interpretation, well. Sir, we shall have the 
benefit of Dr. Gour's assistance, I hope, on the Select Committee, and be 
will be able to put the matter right. Again, when it is ~aid that the wbole 
Bill is wrongly based on a wrong principle, that it is merely lifted out. of 
the English Acts, and that it omits all reference to criminal intention, then 
I think some answer is called for from Government. As to m"n, TrQ or inten-
tion, surelv that is a principle of the law which applies equally in England 
and here, the words which we have used in the Bill are exactly those which are-
used in t.he English St;J.tute. Now, the House of Commons whether it passes 
emergency legislation or not, is singularly careful about preserving the liberty 
of the subject and the principles of criminal law and yet the same words are-
used. Sir, the English Act was passed because attempts were made by certain 
associations to get at and seduce English police from their duty. Dr. Gour 
says it is because they were got at by the Internationalists-I think that was 
the term he used. Now, are we in a very different position here? Is there-. 
not an agency very closely allied to a Bolshevik agency which is now getting 
at our police in India with more or less effect? Is it not the duty of the 
Government to ask the assistance of the Legislature in com bating that evil ~ 
Sir, I am quite sure from the speeches that· have been made on this occasion 
that as in the past the Government will receive the co-operation of this; 
Assembly and that, while thel do not neglect the clear duty of protecting the-
liberty of the subjeti and pre entin~ so far as they can any possibility of" 
abuse of the law, the Members of this ASFembly will give the Gofernment 
assistance in protecting the police from seditious influences. 

IIr. K. B. L. Agnihotri (Central Provinces Hindi Divisions: Non-Muham-
madan) : Sir, it is with !'ome regret that I rise to oppose the motion as put by 
the Hono11rable Sir William Vincent. Sir, I concede tbe principle underlying 
the Bill. I concede also that it is the duty of the master, in his own ~lf

interest, to preveni strangers from tamperin" with the f.delity orfaithfulness of 
"his servants. This is alSQ the right of every citizen, and the sameliLould 
extell6l tqJhe Government.. The Government like a citizen has to protect il.s 
• •• ••• • • • 
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:interests and naturallY-it should be allowed sach rights also.. But we have 
also to see as to whethef such a protection is necessary in the case £If o ern~ 
ment and as to what would be the effect of giving snch ri.ghts to the mighty and 
:all powerful Government, the officers of which are too prompt to use powers 
.and do not stand in need of any legal sanction to their acts, the officers of 
which can choke off criticism of their own action and high-handedness in the 
name of law and order, get more often patted than censured for their wrong-
. ful and illegal acts, their criminal acts are covered by the gloss of law and 
order, and 'bore often regarded by the paternal Government only as an error of 
judgment and the blame for their action is generally thrown on the head of 
innocent vIctims. The master and his servants often get panicky and use I 
weapons which are not ordinarily wanted. Under these circumstances, I think 
the proposal to give such a power to such a master or Government will be a 
real menace to the public.' Could it be said that such a mighty master of all-
· powerful and resourceful servants stands in need of such feeble and weak 
· protection as is. demanded in this Bill ? 

Sir, the Bill as introduced raises serious issues and is not sO innocent and 
'innocuous as it seems on paper. It will give rise to serious consequences 
.:~nd should not be allowed to be put on the Statute-Book. You cannot 
.. keep this Bill on the Statute-Book without placing in the hands of the police 
'3 veritable handle of oppression for being used against any person, of 
whatsoever eminence he be, if he dares"to say a word against any police action. 
Yon cannot keep this on the Statute-Book without giving another weapon 
· of tyranny into the hands of the executive officers of the Government. Any 
· criticism of the action of the exeeutive officers of the Government would in 
: all likelihood be regarded as calculated to cause disaffection among the loyal 
· police force and would bring him within the clutches of this law. By passing this 
Bill, you raise the status of any ordinary policeman to that of the :state. The 
· first part of clause 3 of the Bill is more or less t.he same as the sedition section 
·of the Penal Code, -I mean section 12-1<-A. This law will be used against 
the speakers and the innocent public more widely than section 12-1.-.-\ and no 
kind assurances as given by the Home Member will avail in practice. For a 
prosecution under this law no sanction of the Local Government or no special 
:magist\"8.tes will be necessary. Please consider what assurances were given .. 

<' 'when that section of the Penal Code was brought on the Statute-Book and what 
-safeguards were provided against its operation, against bona fide criticism, etc. 
How that section' has been used for all these long years, and how the actions 
taken under that section have been felt by the public could very well be 
gauged by some of the Resolutions of which notice has been given by 
'some of my Honourable friendI'. Now, by enacting this law, you are 
going to clothe the ordinary policeman with the status of His Majesty or the 
o er~ment established by law. 
I would have had no objection to giving such powers to the police if by' 

their past action, 'behaviour, and protestations they had imbibed 8.Oy confidence 
'. in us or if they could be credited with having d,one the right thing invariably •• 
They have very often misbehaved under the influence of the power they 
possess. Sir, I oppose this motion in the interest of the Government, in the 
interest of the police, and in the interest of the public at large. 

The passi~g of this Bill'at present will ~a. e the people mooh mofe 
::suspiciQUS of the good intentions of the GovernIflent i ceven the lloliC4t might , I  " 

• 

• 
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get suRpicious of the intentions of the Government. Th, Police As!;ooiations 
and UnionR may be described by tlie oyer-zealous snperior officers as likely to 
create diRafi'ection among the more contented and law-abiding portions 
of tLe police force. I admit, Sir,. that the H.onourable the Home Member 
has stated that Police A~!'ociations will not be covered by this Act, but so far 
it is only an assurance lmd not binding 011 others. But as the pres<'rvation of 
law and order gives an e u~e for high-handed a·tion c n the part of 
certain police people, similarly it iR jmt possible that,· this Act may be used 

• agaimt t ~ Associations under the garb of protection to other police men .• 
The promiscuous u!'e-as is reasonably apprehended;·-of this Act by the 

'. police to satisfy their own !'pite against a speaker or agitator would lead to 
much resentment, discontent and obstinacy among the public, and the 
situation will become further complicated. The relations of the public with 
the Government are likely to grow worse and be(:ome more stra.ined. Much 
of the excitement and agitation in the country is • due to the wrong and 
tactle!'s actions of the police. Such an amount of discontent in the masses 
would not have heen po~sible against the Government had the police kept 
scrupulously within their rig·hts and had not practised tLe high-handedness or 
aggression which is so often met with in their actions. 

This Bill is not necessary, Sir. in the intere!'ts of the police tLemselves;" 
• so much so that a dema.nd for hetter treatment at the hands of the Govern-
ment or of their otfkers will be tl·eated as an act likel\'" to cause disaffection 
among the othel· "ections of the police TLis will le;sen their opportunities 
for bettering their own conditio l~. The adions and demands of their 
·associations under this proposed law are more likely to be judged and 
treated in the same wny as the actions and demands of well-known bond fide 
political a..<;sociations arc judged and treated under the law of sedition. 
It will as nnw be said that such a cour!:e is adopted :wlely for the benefit and 
pl"Oteetion of law-abiding persons. It will more often result in the breach 
of the law and in repressing the very law·abiding persons whom it is intended 
to protect. . 

It is not in the interests of the public that sueh an Act should be placed 
on the Statute-Book. It will be an additional weapon against them in the 

• hands of unscrupulous, vindictive and spiteful policemen. Weare well awarc, how 
the ( sedition' sections of the Indian Penal Code are employed. ". e are well 
aware, how freely they make use of section ·~  and section 3;:;3 of the Indian 
Penal Code against pel·sons who have the audacity to challenge their action. 
They still resort to extortion and ahuse of various sections of the Penal Code 
and the ('riminal Procedure Code for ohiects for which they were not intended. 
We al·e well aware, how faIlle cases are cono:octed by the police and how inno-
cent perllons are made to suffer to ~atisf'y the spite and revenge of the poliCl·. 
Many of tht! members of this noble force have not hesitated to bring false 
charges ag-... inst innocent "ersons of offences involving even capital punish-
ment or transportation for life. Even the h(\nour and safet.y of the. : emb~r8 
of this House ma.y not be safe in the hands of the police asauy criticism ofthe 
police action in this House may make them al!;O liable under this law. Sir, I know 
of a case in which a Member of this Hunse. a Member from the United 
Provinces, was falsely accused of certain offences. 'l'he Honourable ~lember 

wa..<; attending the se~'lions of this House while the Police of his place l'eported 
to higher iuthorities a.gainst him but. it was su~e~luently found out that the 
report was f~e and the Slntleinan was not there at all--no doubt the police 
.»4 tAe . ~u -e officei'll of the .tu.trict Cl n~med apologised to that Member _ 

. . 
c  • 

• 
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later. But that is apal't from the question. The point is that the people have 
no scruples or hesitation to do things which are not fair and proper and which 
do nIt fall within the rightful scope of their duties. Being human, they often 
lose their compmmre and make false accmations against persons who are not 
their favourites --instead of heing protectors of the poor, they have often 
become their oppressor .... 

• 

Sir, t.his Bill will result in much discontent and agitation. I, t erefore~ • 
submit that such an Act should not be brought on to the Statute-Bock. 
Moreover, Sir, it has already been pointed by the Honourable Dr. Gour and .. 
Mr. Subrahmanaya.m that in England the reason for putting in this clam'e in 
the Police Act of that country was quite different. The conditions are not the 
same here. Di8c('ntent ill not as intense among the police in this country as 
it was found to be in England at the time of the English Bill of 1919. The 
police here are not so dis!'atisned and discontented as they were in England. 
My humble suggestion is that, if there be any fear on the palt of Go,'ernment 
as to any disaill'ction and discontent among the rank and file of the police 
which cau!'c them to leave service, the only pl'Oper remedy is to make 1 hem 
• contented by rai!'ir:g their ~tatu8 and pay and ameliorating their conditions of 
life, and no amount of inducement and persuation from agitators would tem.pt • 
them to leave their duties. Under theEe circumstances, I pray that this Bill 
should not. be allowed to be placed on the Statute-Book and should not 
be taken into consideration at all. The law which is likely to hal·ass 
the innocent more than the guilty could not be regarded as a good law .. 

Mr. J ... P. Cotelingam (Madras: Nominated Indian Christian): Sir, I 
should have thought that the assurance given by Dr. Gom on behalf of the 
Assembly, which he del'icribed as the trustee and custodian of the peoples' 
libelty, was sufficient guarantee again!'t tLe alarmist view taken by the 
Honourable Mr. Agnihotri. 'fhe situation that has arisen makes it very 
necessaly that a Bill of this nature should go forward. The Honourable Dr. 
Gour is a. member of the Select Committee, and, if Mr. Agnihotri has any 
misgiving ahout the working of the Bill, he has been assured that, when 
it emerges from the Select Committee, it will have the neces!'ary safeguards. 

Mr. B. S. Xamat (Bombay CentI'al Division: Non-Muhammadan Rural): 
Sir, while whole-heartedly supporting this Bill, there are just one ~r two 
points of minot importance to which I think I should draw the attention of 
the members of the ~ele .t Committee as well as of the Honourable the Home 
Member. rrhe amendment of my friend, ·Mr. Subrahmanayam, is designed to 
save Police Unions from the operation of the Act. The language of the 

gli~  Ad, fedion 1, is I'lightly wider in -application. What is necellsm'y, 
fr<'m my point of view, is to introduce a I'ection which will protect, not only 
tl;ose who are meinlen: of uniom: eFtablished to advance the welfare of the 
fOlce, bit even outside bo'llo fide helpers of the unions. For instance, it mi~ t 
be nt~ce~~ary fOI· certain Police unions to invoke the afsistance of outsldf' 
'Workers in t1:eir uwn illtel'E.'st, ~ay  for infotance, of the members of the 
Sen-ants of India Society, 1\ho might bt. asked to inform the police ~o . to 
fum theh· union. It is neCel'fal'Y to protect bona fide WOI'kers of thiS kind 
"bo come to help the Police 'Vnions. u 

'J~ e second point is one to which. my'f~nd  Dr. ~  has ~t 
., ~e cdl and that is that, ",-hen an individual inember of the ponce furc4f) w!to-.. 



THE POI.ICE (INCITEMENT TO DISAPncTION) BILL. 2687' 

belongs to a Union tries to secure the advice of outsiders, acting of course 
bona fide, they should also be protected even in helping an individual. That 
could be achieved. if the English section is copied more literally than my 
friend, Mr. Subrahmanayam, has done. It says: 

• Nothing therein contained shall effect any action which enables the members of the-
Police Union .  •  . .' 

The word' enables,' I believe, gives a larger protection even to t ~se who help 
with adviee and suggestions members of the force who desire to form Pulice' 
Unions. The word' enables' should, therefore, be introduced by the Select 
'. Committee 

Mr. President: The original question was: 

'That the Bill to provide a penalty for spreading disaffection among-the police and for 
kindred offences, be tal;en into consideration;' 

Since which an amendmellt has been moved: 

, That the Bill be referred to a Select Committee consisting of : 

The Honow'able the Law Member. 

• The Honourable the Home Member. 

• 

• 

Dr. H. S. Gour. 

I3hai Man Singh. 

Mr. Pyari Lal. 

Mr. J. Chaudhuri. 

Munshi l&war Saran. 

Mr. W. M. Hussanally. 

Mr. F. McCarthy. 

Mr. W. J. Keitb. 

Mr. J. K. N. Kabraji . 

Cbaudhri Sbahab-ud-Din, and 

Rao Bahadur C. S. Subl'abmanayam.' 

The question is : 

• That the Hill be referred to that Select Committee.' 

The motion was adopted. • 
• 

• 
THE PRESS LAW REPEAL AND AMENDMENT BILL . 

The Honourable Sir William Vincent (Home Member): Sir, I present: 
the report of the Select Committee on the Bill to repeal _ the 

1 P.I(. Indian Press ,Act, 1910, and the Newspapers 'Incitement o· 
OffencesJ Act, 1908, a.nd to ma';e ce~~n ro.ision~ in n;gard to t~e liability 
of editors of newspapers and to faClbtaue the regIstratIon of prmters and, 
ruijishfls a1td to provid' for IeJzure and ~posal of certain documents. .• 

• • • 
• • • 

• 
• -. • 
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MESSAGES FROM THE COUNCIL OF STATE. 

Secretary of the Assembly: I have received two l\fej;!lages from the-
Secretary of the Council of State. The fir~ Me!lsage is as follows: 

, I am direl·ted to inform you that the C01ln('il 0/ State has, at its meetillg 
of the 1st March, ag/'eed 1l'itholtt a'ny amendments to the /ollowinr; Bills wh£ck 
toere passed by the Legislatire A.~sem ! : 

• 

(i) A Bill/urther to omen.d the Proninc£al Small Cause Courts Act, • 
1887, a'nd the Corle 0/ Ci?:il Procedure, 1908, in order to p/'01,idC' 
for the award of ('osts b.'1 wa!J 0/ ('ompensation in respect of false." 
0/' vezatiolls cla£ms or defences in 'i ~il suits or proceedillgs. 

(ii) A Bm further to amend the Inrl£an Limitation Act, 1908.' 

The second Message runs as follows: 

, I am dil'eded to illform !10ft that th,e ("01111("£1 of Stale has, at ,ts 11Ieetill!l 
oj the 18t March, adopted the following motion, namely: 

'That thi8 Council do agree to the Bill to ("ol/solidate and amelld the law 
,.elating to lncome·taz and Supe,·.taz as further amended by the Legil1lalire 
4uemMy.' 

The Assembly then adjourned till ElevfD of the Clock on Thursday. the • 
2nd March, ~ . 
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