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COUNCIL OF STATE.
Thursday, the 17th March, 1921.

The Council assembled at Metcalfe House at Eleven of the Clgck, with
the Honourable the President in the Chair.

.

STATEMENT LAID ON THE TABLE.

The HovourasLe Me. E. M. COOK: Sir, I beg to lay on the table a
statement on the subject of applications made by Income-tax assessees to the
Chief Revenue Authorities under section 51 of the Income-tax Act, 1918,
which was promised in reply to a question* asked by the Honourable
Mr. Chettiyar at the meeting of the Council of State held on the 14th
February, 1921.

Statemeat of applications to the Chief' Revenus Authoritics under scetion 51 of
the Incoms-tax Act, 1918, since the passing of the Act.

' No. of applications | No. of applications | No. of cases of inter-
received, granted. vention by mandamus.
+ Madras . . . 34 2 4
Bombay . . . 18: 1 1
Bengal . . . 4 3
United Provinces . . 2 1 oore
Punjab . . . ‘ 1 1 .
Burma . . . l 3 1 o
Bihar and Orissa . . : 2 2 oo
Central Provinces ol " ver . oo
Assam . . . : "

t For 1919-20 only.

t This includes 4 applications whioh are still under consideration and afio applica-
tions under Excess Profits Duty.

QUESTIONS AND ANSWERS.
SaLARIES OF ProviNciAL FoREST SERVICES.

200. The HoNourasrLe Sarpar JOGENDRA SINGH : Is the Govern-
ment aware that the revised scale of salaries of the Provincial Forest Service

*Vide page 20 of Volume I, No. 8 of the Council of State Debates.
)
. (479)
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bas given rise to great discontent among the members of that service ? Have
the Government received memorials from that service, and if so, what action
has been taken ? -

The HoNouraBLE MR, B. N. SARMA : Memorials are being received and

are under consideration,

EMPLOYMENT oF INDIAN Troors OVERSEAs,

201. The HonouraBLE Rasa Sir HARNAM SINGH: (¢) Will the
Government be pleased to state what the practice has been in the past,
governing the employment of Indian troops overseas ? .

(6) Has there been any recent departure from this practice, or is any such
departure contemplated for the near future ? ‘

(¢) If so, what are the reasons for the change ?

(@) Was public opinion of the Legislature consulted by the Government
before coming to a decision in the matter ?

(¢) Will the Government be pleased to lay on the table the correspondence,
if any, relating to the employment or non-employment of Indian troops
overseas, between the Secretary of State for India and the Governor General
in Coyneil ? '

(/) Will any distinction be made, in future, in the matter of service
overseas, between the Indian and the British troops ? .

(9) If so, why ?

- () Are the Government aware of the fact that there is in India a school
of public opinion which holds that all questions relating to the employment
or non-employment of Indian troops overseas should be decided with the
general consent of the Indian Legislature ?

The HoNouraBLE Sik WILLIAM VINCENT: (a) Prior to the war, Indian
troops were employed overseas at the expense of His Majesty’s' Government, on
garrison duty at Hong Kong, in North China, at Singapore, in Ceylon and
the Persian Gulf. Indian tro?s have also been employed overseas in active
operations in Egypt; Somaliland, China, and other parts of the World.

(6): The Honourable Member must, of course, be aware that there has been
.a very considerable departure from this practice during the Great War, when
hundreds of thousands of Indian troops fought for the Empire in practically
every thehtre of war. Since the Great War, considerable numbers of Indian
troops have been employed in Egypt, Palestine and Mesopotamia, and a few
in East Persia. These troops are being repatriated as rapidly as circumstances
permit, but considerable numbers of Indian troops are still employed in the
areas mentioned. Al regards the nature, the policy of the Government of
India has been to press for the return of Indian troops to India, on the ground
that their continued employment overseas is contrary to the wishes of the
ople of India, and moreover renders it difficult for the Government of
Y:dia to reorganise the Army on a post-war basis,
(c) The main reason for the extensive employment of Indian troops
overseas has, of course, been the needs of the Empire whea waging a worl?l-
wide war,
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(@) 1f the Honourable Member refers to the decision to employ Indian
troops overseas in the Great War, the answer is that public opinion, as
expressed in the Press, was clearly in favour of such a course. The Legis-
lative Council was not sitting at the time when the first Indian Expeditionary
Force was despatched to France, but a reference to the debate which took place
in the Imperial Legislative Council on 8th September, 1914 will show that the
action of the Government of India received the hearty support and approval
of the Legislature.

(¢) The Government of India regret that they are unable to comply with
this request.

(/) and (g). The Government of India are not primarily concerned with
the service overseas of British troops. The only British troops under their
administrative control are those which are supplied by the Home Government
for duty in India. As regards the Indian troops, the Government of India
have no reason to fear that, if a national emergency were to arise in which
the services of Indian troops were required for active service overseas, India
would not afford the same generous assistance to_the cause of the Empire as
it rendered during the Great War. If the Honourable Member, however,
refers to garrison duty overseas, the answer is that the matter is still under
the consigmtion of the Government of India and the Secretary of State.

(#) The Government of India have no definite knowledge on this sub~
ject. They note, however, that a notice has been recently given of a Resolu-
tion on this subject in the Legislative Assembly, from which they infer the
existence of a school of public opinion holding the views mentioned in this
part of the question.

VEexarious Prosecutions uxper Derence orF Inpia Act, 1017,

202. The HoxouraBLE Mz, G.S. KHAPARDE: (z) Will the Govern-
ment be pleased to state whether the Secretary of State for India forwarded
under his memorandum No. F.-14435 of 30th November, 1920 to the Gov-
ernment of India, a petition from C. S. Sitaram Aiyer of Conjeeverum
asking for payment of damages for vexatious prosecution against him under
the Defence of India Act in 1917 ?

" (8) If the answer to (a) be in the affirmative, have any, and if so, what
steps been taken to pay the damages to the said C.S. Sitaram Aiyer of
Conjeeverum ?

(¢) Did C. S. Sitaram Aiyer of Conjeeverum submit to the Government
of India petitions dated 17th September, 1920 and 29th October, 1920 for
employment and general pardon ?. '

(@) If the answer to (c) be in the affirmative, what are the orders passed
on the said petitions ?

The HonourasLE S12 WILLIAM VINCENT: (a) and (§). A copy of-
an original petition which had been submitted to the Government of Madras
was received from the India Office, but not with the memorandum cited by
the Honourable Member. This was accordingly forwarded to the ILocal
Government for disposal.

(¢) and (d). A petition dated 17th September was received but not one
dated the 29th Octpber, 1820. It was returned for re-submission through the

Madras Government.
1a
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APPOINTMENTS FOR THE SUBORDINATE ACCOUNT SERVICE.

208. The HoNnouraBLE Nawas MUHAMMAD ABDUL MAJID: Will
“the Honourable the Finance Member be pleased to lay on the table a state-
ment showing the number of permanent, probationary, temporary, provisional,
sub. pro fem. and officiating appointments of the Subordinate Account Service
filled by the members of the Christian, Hindu and Muhammadan communities,
Tespectively, in the office of the Accountant General, Posts and Telegraphs,
Calcutta, and the offices subordinate to it ?

The HoxouraBLe Mr. E. M. COOK : A statement is laid on the table.

Offices under the Accountant General, Posts and Telegraphs.

Offce. v tﬁ’:}; s‘E’?ﬁg vej Ofoiating. Ang’?‘ ToTaL.
. | - T
“Oentral Ofice . . . o | 1 RU
. Caloutta Postal Office . . 11 a 2 2 17
Telegraph Aodit Ofice o] 16 2 3 "9 n
Telegraph Check Office . 1 - 1
Delhi Office . . . 12 1 1 1 15
Nagpur Oice . ., . 0] .. R 1
. Madres Ofice . . . 10 8" 2
Total . 69 ] s 9 8 2

Eight of the members of the permanent establishment (one in each of the
Central, Calcutta Postal, Telegraph Check, Offices, two in the Nagpur Office
and three in the Madras Office) are Christians. Two are Muhammadans, one.
a permanent man in the Telegraph Check Qffice and one a probationer in the

Central Office. The rest are Hindus. There are at present no sub. pro tem.
vacancies in any of these offices.

MunirioNs DEPARTMENT, GOVERNMENT OF INDIA.

204. The HoNourABLE M. G. S. KHAPARDE : (a) Will Government
be pleased to state whether the prosecutions mow proceeding in Bengal on
charges of fraud and other allied offences in connexion with the supply of
war materials to the Board of Munitions, were undertaken a the instance of
the Munitions Department (Government of India) ? '
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(8) If the answer to (s) be in the affirmative, who is financing the
prosecutions ?

The HoNotraBLE ME. A. C. CHATTERJEE : (¢) The prosecutions were
undertaken at the instance of the Board of Industries and Munitions.

(8) The prosecutions are being financed by the Government of India.

INp1aN EpvucaTioNaL SERVICE.

205. The HoNouraBLE MR. G. S. KHAPARDE : * Will the Honourable
Member for Education be pleased to state the steps that have been taken as the
result of the recommendation of the Public Services Commission for the
Indianisation of the Indian Educational Service by (1) direct recruitment,
and (2) promotion from the Provincial Educational Service ?

The HoxouraBLe Mz. SHAFI: The Royal Commission on the
Public Services in India recommended that three-quarters of the posts
contained in Class I of the Indian Educational Service, in accordance
with the reorganisation they proposed, should be filled by officers recruited
in Europe, provided suitable candidates could be obtained, and that one-
quarter of the posts should be filled through recruitment in India. As
new posts were created recruitment in Europe and India should be so
adjusted that the additional officers would be taken balf from the one
country and half from the other. The Government of India, in addressing
the Secretary of State, recommended that the proportion of Indians who
could suitably be included in the Indian Educational Service was 50 per cent.,
and that this should be regarded as the average proportion throughout India
as a whole, variations being permitted in different provinces and Burma being
for the present excluded from the calculation. This recommendation of the
Government of India constituted a marked advance on the proposals of the
Public Services Commission. It was sanctioned by the Secretary of State
in November 1919. With a view to showing the manner in which this
recommendation has already been carried out, it, will be convenient to consider .
the proportion of Indians in the Indian Educational Service at the time
when the Commission concluded its sittings and the proportion which exists
to-day. On the 1st July, 1915 the number of Europeans in this service was
201 and that of Indians b. The percentage of Indians to the total number
was 2'42.  On the 1st March, 1921 the number of Europeans and Anglo-
Indians in the Service was 205 and of Indians 111. The proportion of
Indians to the total number was thus 85:12. Of the 111 Indiansin the
service 81 have been appointed direct, 75 have been promoted from the
Provincial Educational Service, and 5 have been promoted from outside posts.
The figures which I have given exclude Directors of Public Instruction,
Members of the Women’s Indian Educational Service and Members of the

Chiefs’ Colleges cadre.

Execurive Councir, Biuar anNp Ornissa.

206. The HoNouraBLe Mr. LALUBHAI SAMALDAS : With reference
to the reply to ¥question No.9 (4) of the Honourable Mr. Sethna say-
ing ‘It was not econdidered desirable that the European official element
should form so smlall a proportion of the Bibar and Orissa Government ’,

# Pide page 20 of Volume T, No. 8 of Council of State Debates.
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will Government be pleased to say if that is the opinion of the Bihar Govern-
ment or of the Government of India or the Secretary of State?

The HoxouraBLE Sik WILLIAM VINCENT : The opinion was that
of the Government of India and was accepted by the Secretary of State.

As regards the Bihar Government I would refer the Honourable Member
to the debate which took place in the Legislative Assembly on the 5th
March.

' UNDELIVERED Goops AT Porrs.

207. The HoNouraBlE M:. LALUBHAI SAMALDAS : With reference
to the reply to *question No. 47 of the Honourable Mr. Chettiyar, regarding
goods lying undelivered at ports, will Government be pleased to say if they are
aware that delivery is not taken because exchange has gone down ?

The HoNouraRLE S1kR GEORGE BARNES : The Government of India
have no doubt that there are cases in which delivery has not been taken
for the reason stated by the Honourable Member.

BurMa’s RECRUITMENT For TERRITORIAT FoRce.

208. The HoxouraBrLE MAUNG PO BYE: (a) Is it a fact that Burma
showed the highest average of recruitment when called for by the Govern-
ment to enrol in 1917 in the Territorial or second line force in India?

(6) What action is being taken for the formation of a unit of Indian

Territorial Force in Burma as recommended by the Esher Committee in
Part V1 of their Report ?

(¢) Is there any complaint in the Burmese regiments that the ration
standard should be different in kind from Sepoy regiments ?

(@) Is it proposed to allow the ration standard of European soldiers with
the alteration of bread to rice, to those Burmese soldiers who desire to have
such ration ?

The HoNouraBLE S12 WILLIAM VINCENT (on éekalf of His Ezcel-
lency the Commander-in-Chief’) : (a) The answer is in the affirmative.

(8) The draft Rules under the Indian Territorial Force Act, 1920, have
recently been published in the Gazette of India, for information and criticism.
As soon as the rules are finally approved, action will be taken for the formation
of a unit in Burma.

(¢) No complaints or requests have been received from Burmese regiments,
excepting a demand for beef. It is not proposed to accede to this request as
meat is not included ‘in the Indian ration. f:rquxired, a supply can be arrang-
:ﬁ by the Commanding Officer and paid for from the monthly messing

owance.

(@) Itis not considered necessary to give a British ration to Burmese
soldiers. The Indian ration is its equivalent in food valne generally, and the
scale of equivalents enables variations to be made.

Power or MAKING WILLS.

209. The HoxouraBLE MAUNG PO BYE: (a) Are the Gevernment of
India aware that Burmese Buddhist people are claiming to exercise the power
of making wills ? .

* ®Vide page 36 of Volume I, No. 8 of Council of State Debates.
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(8) Is this a matter which relates to a central subject under Rule 3 (1)
and Schedule I, item.16 of the Devolution Rules, with which the Burma
Legislative Council cannot deal ?
(¢) If so, will the Government of India be pleased to announce what stepq‘-
it proposes to take in the matter ?

The HoNouraBLE Sik WILLIAM VINCENT: (a) The Government of
India have no official information on the subject.

(6) While it is true that the question of enabling Burmese Buddhists to
make wills would be a central subject under the rules referred to by the
Honeurable Member, Legislation to this end could be undertaken in the Burma
Legislative Council, with the previous sanction of the Governor General, under
section 80-A, sub-section (3), clauses (¢) and (%), of the Government of India
Act.

(¢) The Government of India do not propbse to take any action in the
matter. They have observed that it was announced in the Burma Legislative
Council on the 17th April, 1920 on behalf of the Local Governnient that the
Local Government had decided to defer the consideration of the question of
extending the power of making wills to Burmese Buddhists until the Local
Council is enlarged on the introduction of the scheme of Reforms for Burma.

Dr. Sir RASH BEHARI GHOSE.

* The HorouraBre THE PRESIDENT : Honourable Members will recollect
that on the occasion of the lamented death of the late Sir Rash Behari Ghose,
I gave a promise to this Council that I would cause its sentiments to be
communicated to his relatives. A letter has now been received from Mr,
Bepin Behari Ghose, Vakil of the High Court, who, I understand, is the
nearest relative of the late Member, which I will ask the Secretary to read to

the Council.

Dated Calcutts, the 15th March 1931,

From=—BErIN BEHARI GHOSE, Vakil, High Court,
To—!l‘hef g oxoUBABLE MB. H. MoncRIiEFF S8MITH, C.I.E., Secretary to the Council
of State, .
1 beg to acknowledge, with thanks, the receipt of your letter No. 1330, dated the lst
March, communicating to me and to the other relatives of my late brother, Sir Rash Behari

Ghose, the deep sympathy of the Members of the Council of State with us in our grievous
loss, and the proceedings of the Council of State of the 28th February last, enclosed with

your letter dated the 10th- March.
I should feel much obliged by your kindly conveying to the Honourable the President

and the Members of the Council our deep sense of appreciation of the fecling terms in which
reference was made in the Council about my dmmdplr:?other. and our grateful thanks for

their kind message of sympathy in our great bereavement,

REPRESENTATION ON THE HOUSING COMMITTEE.

The HoXougaBLe THE PRESIDENT: I would remind Honourable
Members that this Council has to provide for ite representation on the Housing
Committee to which I referred the other day. I understand that the various
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groups of Members met on the occasion of the last ballot. The names of the:
following Members have been submitted to me,and I have much pleasure in
ppominating them to that Committee. They are as follows :—

The Honourable Lala Sukhbir Sinba to represent the orthodox Hindus.

The Honourable Mr. Altaf Ali to represent the Mubammadans.

The Honourable Mr. A. H. Froom to represent the European Members.

. The Honourable Raja P. N. Roy to represent the non-orthodox Hindus.

I trust these appointments have the concurrence of the Council.

GOVERNMENT BUSINES.S FOR SATURDAY, 26t MARCH, 1921..

The HoNourasLe THE PRESIDENT: I have one other announcement,
to make. I understand that for purposes of Government business it will be.
necessary for this Council to meet on the 26th March—a somewhat incon-
venient day, being Easter Saturday, but it is unavoidable.

1 ‘propose, therefore, that the Council should meet on that date at the-
usual hour, but should not sit later than 1-30 r.m. 1f, after Government
business has been disposed of, any time is available, I propose to take any
Resolutions remaining, over from the list of the 24th March.

ENEMY MISSIONS BILL.

The HoxouraBrLe Sik WILLIAM VINCENT : Sir, I move—

¢ That the Bill to validate certain indentures transferring properties formerly held by
certain Enemy Missions in Trustees and for the incorporation of such Trustees and for other-
purposes be taken into consideration.’

I explained the objects of this Bill when I introduced it and Honourable-
*Members have now had an opportunity of examining it for themselves. I
have received no suggestions from any Member, nor have I received any
notice of amendment. I conclude, therefore, that the Bill has met with
the approval of this Council and I need not detain Honourable Members:
over this motion.

The motion was adopted.

The HoxouraBLE Siz WILLIAM VINCENT : Sir, I move that the BilE
be passed. '

The motion was adopted.

LAND ACQUISITION (AMENDMENT) BILL.

The HonouraBrLeE Mz. B. N. SARMA : Sir, I move—
¢ That the Bill further to amend the Land Acquisition Act, 1894, be taken into consi-
deration,’ -
_ The question, as to whether, and under what conditions, appeals should
lie to the Privy Council in Land Actauisition Act cases had been before the.

country for some time past. I explained at some length the objects of the Bill.
on a previous occasion to the Council, and no criticism or comments have been
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received by me up to date. I take it, therefore, that the Bill, s introduced,
has'the approval of the House and the country generally. I ask that it be
taken into consideration.

The motion was adopted.
The Honovrasre Me. B. N, SARMA : Sir, I move that the Bill be

The motion was adopted.

LEGISLATIVE ASSEMBLY (DEPUTY PRESIDENT’'S SALARY)
BILL.

The HonounasLx Sik WILLIAM VINCENT : Sir, I move—

¢ That the Bill to determinc the salary of the Deputy President of the Legislative
Assembly, as pussed by the Legislative Assembly, be taken into consideration. ’

This Bill was introduced in the Legislative Assembly on the 15th February..
It was passed on the 22nd February, waslaid on the table of this Chamber on
the 24th February in accordance with the rules, and, if I remember right, I
gave notice then that I should move later that it be taken into consideration.
The Bill is framed in accordance with one of the provisions of section 63-C of
the Government-of India Act, 1919, which runs as follows :—
~_*The President and Deputy President shall receive such salaries as may be determined,.
in the case of an appointed }')resident by the Governor General and in the case of an elected.
President dnd Deputy President, by Act of the Indian Legislature. '

The present President of the Indian Legislative Assembly has been appointed
and not elected, but the Deputy President was elected. The proposed -salary
is Rs. 1,000 per mensem for such time as he may be engaged in the business
of the Assembly, and if any difference arises as to the period during which he-
is so engaged, the point is to be settled by the decision of the President. The-
Government of India, in introducing the Bill, inserted Rs. 1,000 purely
tentatively, and were quite prepared to alter it if any otheramount had appeared
more suitable to the Legisll)ative Assembly. They accepted the proposals of
Government and, as this is really a domestic matter for the Assembly to fix
for themselves, 1 trust that this Council will give effect to their wishes in the-
matter,

The motion was adopted.

The HeNourasLe Six WILLIAM VINCENT : Sir, I move that the
Bill, as passed by the Legislative Assembly, be passed.
The motion was adopted.

RESOLUTION RE EXCHANGE SITUATION.

The HoNOURABLE Mz, KALE : Sir, the Resolution which I beg to move-
runs as follows : —

¢ This Council recommends to the Governor General in Council the urgent necessity of
an inquiry by a special representative committee into the exchange situation with a view to
suggest suitable remedies to relieve the existing tension connocted therewith and to consider
if 1t is not desirable to ];;ropose an alteration in the exchange value of theflsee tixed by law,.
and a modification &f. the currency system so as to place it on a gold standard basis:’

I regard it as a distinct advantage that the discussion on the Resolution
bas come up before this Council at this stage of the Session. We have had
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the benefit of the lucid exposition on the financial and exchange and currency
situation which has been given by the Honourable the Finance Member.
There are also discussions going on in the Press and on the platform on this
subject, so that my task has been simplified by the fact that Honourable

Members are in possession of certain facts regarding the existing exchange
situation.

The Resolution, as it stands, is likely to appear unwieldy, and it might be
thought that it includes too many subjects which must be separately dealt
with. As a matter of fact, the Resolution makes one request to Government,
namely, that they should canse a formal inquiry to be made into the
exchange and currency situation. This is the immediate aspect of the
problem which we have to face. The exchange situation has become ver
diflicult and very serious, and in my opinion that question should be settled
once and for all. If this is done, it would be to the advantage of all parties
concerned, Government included.

The second aspect of the question is, what are the Government going to
do in reference to the permanent system of exchange and currency in this
country ? That is the two-fold aspect of the exchange problem which I want
to place before this Council. '

Coming to the first aspect, let me briefly put the whole situation before
this House. But in doing so, I do not wish to take up much of the time of
the Council, inasmuch as most Honourable Members are acquainted with the
way in which the exchange situation has developed during the last six months.
As Honourable Members are aware, the rupee in this country has long been
linked to the English sovereign and the ratio has been one rupee equivalent to
16 perce. During the period of the war, on account of various causes into
which it is not necessary for me to go at this stage, on account of the contri-
bution that India made towards the successful prosecution of the war, on
‘account of the rise in prices of ordinary commodities all over the world, on
-account of the strain which was put upon the available supplies of silver,

.-on account of the consequent rise in the price of that metal and on account of
the impossibility of India receiving payment in gold for its exports, the
Government found it necessary to raise the exchange value of the rupee from
16 pence, at which level it had remained for many years. The exchange was
raised by steady stages till eventually it went up to the neighbourhood of
:28d.; but the Government did not know where the exchange would stabilize
itself. The situation was so uncertain that the Secretary of State found it
necessary to order an inquiry into the whole question, and that question was
-a8 to where the exchange value of the rupee should be established. That was
one of the chief terms of reference given to the Committee which began its
work in the month of May 1919. The recommendations of that Committee,
which were published a{ the beginning of last year, were that the rupee should
be stabilized at 2 shillings (golg;nand that other measures should be taken in
-order to carry into effect this policy.

The recommendations made by the Committee were accepted by the Sec-
retary of State and whole-heartedly supported by the Government of India.
It was in consonance with that policy that the Government of India found it
necessary to sall Reverse Councils on a very large scale, apd those Reverse
Councils happened to be sold at a rate which was considerably higher than the
aarket rate which prevailed for the time being. The justification for the



EXCHANGE SITUATION. 489

olicy of ‘Government was that inasmuch as the recommendation of the
%urrency Committee had been accepted that the equiyalent of the rupee should
be 24 pence (gold), Reverse Councils had to be sold if effect was to be given
‘to that policy. There were and protests against the reckless sale of Reverse
‘Councils, and the Government realised very soon afterwards that it could not
maintain the exchange at 24 pence gold, and it came down to the rate of 24
pence stirling. <Even the new rate could not be given effect to later and ulti-
mately—about the month of September last year—it had to be abandoned.
But the policy was not abandoned before legislative sanction was secured for the
high rate of exchange, »iz., 24d. (gold). Government was told :—‘ You have not
:succeeded in giving effect to the recommendations of the Currency Committee ;
_you were in a hurry to give effect to the main recommendations ; wait and
:see how it will turn out before you legislate. ° As I said, the Government
jpersisted in its policy and the rupee was fixed at 24 pence gold. All financial
calculations were made on that basis, and even in the year to come you will
see the effect which calculations made on that basis will have, though allowances
have been made. A large number of Indian merchants were under the im-
ipression that they would be doing well if they ordered goods from abroad
owing to the very favourable conditions then existing and on account of what
‘they regarded as an assurance from Government that every effort would be
jnade to maintain the exchange at 24 pence sterling, if not at 24 pence gold,
and here an important point arises.

On behalf of Government it was contended that no promise was made and
that no assurance was given that Government would maintain at any cost the
high exchange value of the rupee. On the other hand, merchants found
that their goods were flooding the harbours and quays and that they were not
:able to take delivery and that they were faced with enormous losses. They said :
“We were under the impression—and the Government is responsible for that
impression— that the exchange would be maintained at 24 pence sterling if not
at 24 pence gold.’ Prices have gone down in the markets while importers
have to pay the old high prices. Contracts were made when it was expected
that certain prices wonld rule and a certain exchange rate would also rule.
But what do we find? We find that the prices have collapsed and the ex-
.change hasalso collapsed. The difficulty, therefore, is a double one, difficulty in
-connection with the rate of exchange, and the difficulty in connection with prices.
The market is flooded with goods at the present timg and there is no demand.
How are merchants to meet their contracts? How are they to carry on.
‘their business? Even though they are willing to fulfil their contracts, how
are they practically to do it? Government say that they are not responsible
for what has happened ; that it is a matter in which two parties, buyers and
sellers, are concerned and that they bave nothing to do with it, as they have
anade no promises. The strongest objection has here been taken to certain
statements which have been made by the Honourable the Finance Member
when he said something about tKe commercial morality of the import
merchants. This is what the Honourable the Finance Member said :

¢ Ordinary commericial prudence should have led merchants to cover their exchange.
“Common commercial morality should at all events prevent those who desire to dishonour
their contracts from pleading so unsubstantial an excuse as the failure of Government to

‘make its policy good *.

I am not here to plead the cause of import merchants. I«d8 not want to
/sgesk on bebalf 4f any class of commercial people. I am here to deal with
the question as a detached student of the commercial and general economic
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conditions of the country.* I want to look at the question from the general
citizen’s point of view, from the point of view of the nation as a whole. And
yet, I cannot but feel that this attitude on the part of Government is
absolutely unjustified. Government say they are not responsible. I cannot
understand how they are not. If there is want of commercial morality on
the part of importers, can they not retort and say : ‘If there is want of
commercial morality on our side, have Government carried out their pledge?
Have they fulfilled their promise?’. In a few minutes I hope I shall be
able to convince Honourable Members what is the responsibility of Government.
The very fact that we have in this country a Gold Exchange standard
devolves on Government the responsibility of maintaining the exchange.
Apart from that, Government deliberately assumed that responsibility..
They said : ‘This is the policy recommended by the Currency Committee.

We whole-heartedly accept it.” Not only that. They began to carry out
that policy and they tried to do it against loud and universal protests on the
part of the country. Then in the month of June they declared for 24d.
sterling. In September they came to the Legislature and asked for legislative

authority forthe rate of 244. gold. In the face of these, are the importers

not correct in carrying away the impression that Government want to

stabilize exchange at 24d. sterling? What can any business man have done

in those circumstances ? Here is a Government which is ordinarily responsible
for the maintenance of the exchange, a Government which has wasted 55
millions of India’s wealth in a vain attempt to maintain the exchange. Here
is & Government which has gone to the Legislature for sanction to maintain
the rate of exchange at 244. gold. The law is passed. And yet Government.
say that they are not responsible. If an all-powerful Government—I may be

pardoned for saying so — cannot foresee the future, how can importers foresee
the future ? How can they be expected to cover their operations ?  On what
basis can they cover their operations in the face of so much uncertainty about
the future? OF course I am not one of those who argue : ¢ Well, you have.
made your bed; you mustlie on it.” At the same time I cannot refrain from
saying that Government cannot shirk their responsibility. They must assume
the responsibility which belongs to them. They cannot turn on the importers
and say that their business policy is lacking in morality when the same charge:
can be brought to them that they have not been able to carry out their own

declared policy. What is a promise? What is a pledge ? Need it be a.
“written bond ? Is not the very system a sufficient promise? Are not the
measures taken by Government a sufficient promise to the importers?

I want to place before the Council another aspect in connection  with the
question of the present exchange situation. Granting for a moment that.
Government cannot do what they are called upon to do, should not Govern-
ment try their best at least to minimise the evil? I am no supporter of
some of the Resolutions which have been passed by import merchants in
various parts of the country. I do not wish to encourage the idea of wholesale
repudiation of the contracts by import merchants. But I want to bring to
the notice of this Council the fact that the importers have been driven
to desperation. When they are threatened with bankruptey, what are
they to do? Ieait not the duty of Government, as representing the
whole nation, to come to their rescue 7 But they may say :* ‘ Place before
us concrete proposals; let the merchants who are suffering propose concrete
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schemes ’.  Of course, it is very difficult to propose concrete schemes,
-and I would also say that it is not fair on" the part of Government to ask
people to propose practical measures. However, the import merchants and
others, who are interested in this question must try their best to help Govern-
ment. I do recognise that nothing ought to be done by any class of people
at this moment which would embarrass the Government, whose financial
-difficulties are very serious, and that nothing should be said or done which
would multiply those difficulties or intensify that embarrassment. But at the
same time, caunot Government do something in the matter ? For example,
cannot Government use their influence with people in Manchester and with the
large importing houses ? I think that if Government were to take itinto their
head to do so, they could do a good deal. Honourable Members must have seen
the controversy going on in England at the present moment. I shall not
weary the Council by reading extracts. But I will simply show that Sir’
Claude Hill, a former Member of the Government of India, has taken a
very reasonable view of the matter. He has written to the London papers
-and he has said explicitly that the wrong which is attributed to import
merchants is after all not justified. A correspondent of an Indian paper
observes as follows :—

¢ The faot is that both sides need patience and goodwill in understanding the point of
view of the other. Sir Claude Hill argues to-day that the heavy fall in exchange has
‘involved the importers in such enormous potential loss that the gains of an earlier date
from high exchange are negligible. He holds that the importers in many cases are unable
to meet the losses incurred, and that the alternative to the repudiation which the meeting so
rightly criticised is for them to go into liquidation forthwith. Happily there is a third
alternative in mutual adjustment, and the way thereto can be greatly simplified by the
rescindment of the provocative Resolutions to which the meeting on Monday took justifiable
exception’. g

Some measure of this character, I think, must be taken by Government for
bringing together the two parties which are pulling in opposite directions,
and finding a common ground, a sort of half way. It will not be an unusual
step on the part of Government to take. During the war Government has
interfered very often in this manner? Government has very often called upon
merchants to help them in this way. I have a copy of a telegram from the
Government of India, Commerce afid Industry Department, issued in August
1914 to merchants and the Resolution passed by those merchants : '

‘In view of dislocation caused by war and consequent impossibility of merchants
adhering to contract time, it is requested that you will appeal through Chambers of
«Commerce to the various Native Piecegoods Associations to extend deliveries under Force
Majeure clauses for two months for goods now under contract.’

And this is their Resolution :

*As Delhi is a season’s market which opens in September and closes in November, the
eatest latitude for extension of shipment that the Committee feel justified in recommending
embers to agree to, provided their buyers ooncur, can only applv to goods contracted for.

shipment in July. They recommend buyers to accept July's shipment goods provided they
.are landed in Indin on or before 81st of October 1014. In view of the excoptional conditions
«caused by the war, the Committee appeal to the piecegoods traders to meet the situation in
a patriotic spirit.’

That is the wording of the Resolution passed by those merchants. 1t was
through a sense of patriotism that these merchants helped Government and
also the Manchester manufacturers. Is it not the duty now .of manufacturers

.and shippers aad of the Government also to meet import merchants when they
find themselves in a hole. We cannot but sympathise with them. It is not
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a question of sympathy alone. It is the interest of the country itself. What
will be the consequences of a repudiation of the contracts? The whole country
will suffer on account of the disloation of trade and business and of the
money market. This will be a disaster to the country which the country
must try to avoid and Government in this way and other ways can certainly
relieve the situation. There is another aspect of the situation. Even if
merchants are actuated by a desire to meet their contracts, I am told they
are unable to pay and we have to consider everything that can be done to
enable those people to tide over the difficulty. I do not want to say anything
about the rate of exchange to be settled. I do not think it will settle
at 2s. However, if by mutual agreement anything can be done in these two
directions and if the Government can help the merchants to tide over the
difficulty, I think everything ought to be done, if possible. It is for this
purpose that I have proposed that a committee should be appointed,
so that coafidence may be restored to the money market and the
importers. The merchants will feel that ¢ something has been done ; our
people are being consulted by Government ; Government is trying its best
and if Government tries its best and fails, then nobody is to blame.’

The reason why I bring in the question of permanent arrangements in the
second part of my Resolution is that during the next few months the situation
with regard to exchange will have to be watched and a permanent policy
adopted. There is, I may tell the Council, a good deal of very strong feeling
in the country relating to this question. Rightly or wrongly, there is:
suspicion abroad with regard to Government’s financial policy, and if confidence
is to be restored it can be done only by a public inquiry. But it will be said,
how can an inquiry be made into conditions relating to exchange and
‘currency, when we do not know what will happen to-morrow ? I do not
mean to suggest that the Committee of Inquiry will be immediately able to
propose a particular rate of exchange. 1 do not mind if it is 16d. or 184. or
whatever it may be. I want an inquiry and I strongly feel that in the near
future such an enquiry should be made. I want to warn the Government that
there is a feeling in the minds of the people that the Government of India.
cannot control its own exchange policy. The Finance Member himself
declined to give the information that was asked for in this connection. He

said :—

~ “We have frequently been asked to explain how far the persistence in the selling of
Reverse Councils on the system first adopted was due to our deliberate choice, or how far the:
responsibility lay with the home authorities. Particular emphasis has been laid on the
failure to adopt the system of sale by competitive tender. I regret that it is not within the
power of Government to answer these inquiries*

The Council will, of course, draw its own conclusion. The conclusion is
obvious. If that is so, is it not desirable that an inquiry should be made in
this country largely by experts from India, by people who are interested in the
affairs of India and who have got a stake in the country ? Is it not necessary
that such an inquiry should be made? Whenever an attack is made upon
Government with reference to its exchange policy, it cries: ¢ Hold, hold, I
have a partner in this business” We know that Government has a partner
in this business and that he is the predominant partner. Now the spirit of the
reforms is, we-ksve been told, that the people in this country will be consulted
more and more as to the national policy to be adopted. We ‘have been told
that though the people have no real power in the Central Government, we
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shall be able to influence the decision of the Government. How are we going
to do this unless the people of this country are consulted and consulted in due
time? Itis no use instituting a committee for making an inquiry when
Government is in a position to confront them with an accomplished fact.
Already there is evidence in the speech of the Honourable the Fimance Mem-
ber that he is calculating all along on the basis of a rise to 24d. exchange.
Whether it is 24d. sterling or 24d. gold he has not told us, but all calculations
bave been made on that basis. Then, again, he tells us that the time for sup-
porting exchange at 244. gold or sterling, will arrive, that the psychological
moment will arrive once more, when the balance of trade will be 1n favour of
India. I cannot understand this attitude. Is it meant that Reverse Councils
will be sold when exchange will rise to the neighbourhood of 24d. sterling?
We do not want the Government to make up its mind with regard to t

future policy. Weknow that all those grounds on which the recommendations
of the last Currency Committee were made have been cut off from under our
feet. There was the argument of high prices. There was the argument of the
price of silver. All those arguments have gone. Circumstances have entirel

chinged. Everything is in a flux. Exchange has gone down to 154. Isit
not the proper time to consider what our future policy will be? Or will
the time come when something or other has happened and Government is
in a position to say, ‘ Well, we have arrived at this stage that we do not think
an inquiry isnecessary.’ I should like to give here the story of a gentle-

‘men,” charitably disposed, who had at the gate of his house a signboard.

Beggars used to come at a certain hour to his house to beg for alms, On one
side of the board wasa legend ‘Too early’, and on the other side ‘Too late,’
and they were alternately displayed. This is what happened with regard to
Indian currency. It is too early to make an inquiry because we do not know
what is going to happen. -Something or other does happen and then Govern-
ment says, * It is too late : we have already reached a certain stage when an
inquiry would be of no use.” I do not want that the Government should take
upon 1tself the responsibility. We have already had sufficient experience in the
ﬁst, and there are admissions in the speech of the Honourable the Finance

ember himeself that mistakes have been committed. Why should Government
an’sue their policy without consulting the wishes of the people, I do not sees

hy should we once more leave our exchange policy to drift ? Whenever an
inquiry is asked for, the same thing happens. r‘We ave had enough experience
in the past. The Imperial Legislative Council and the public outside com-
plained, and bitterly complained, with regard to high prices. Government
said, ‘It is no use having an inquiry magz ; our currency system is yet too
young to be disturbed.’ All the same an inquiry did come. When later
the Government’s currency policy was again attacked in England and in
India in 1912, Government said, ¢ It is no use appointing a commission
or committee of any kind.” But the Chamberlain Committee did come.
So that, 1 think, that the Government will have to make an inquiry, and the
earlier the better. 1 know their difficulties ; I am not minimising them. I
know that a Committee even of archangels will not be able to find a proper
solution for the exchange rate at the present moment. But I am now speak-
ing of the immediate future and if the Government says,‘Well, when the
time comes for an inquiry, we will take the necessary measures then’. I say
that the question must not be disposed of in this fashion. There is a very
strong feeling 4n the country about it. People realise #Hf€ Mhiculties of
Government, of course, but Government, on the other hand, have alienated
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the sympathies of those very classes who have stood by Government, classes
who have a stake in the country. They feel that there is something sinister
in the Government’s policy, some influence around and behind the Government
that is working to their detriment. These influential classes have been  driven
to desperation. Government will be giving a handle to its enemies by refusing
an inquiry. Let it be a public inquiry made in India—an inquiry that will
inspire confidence in the minds of Indians, whatever the result. The Govern-
ment has committed mistakes in the past. Even this Committee might make
mistakes. In England when all the direct consequences of the war were in
full swing, a Currency  Committee was appointed to make inquiries, and
this Committee made recommendations for the restoration of old currency
conditions after the war. Similar committecs arc always appointed under the
like circumstances, and I hope that this House will support me in my request
that Government should not, wherever it is possible, resist an inquiry, and that
they should take into consideration the strong feeling that exists in the country
-on this subject, and that having taken all these facts into consideration they
should support the request I have made.

‘With these words, Sir, I move the Resolution.

Tue HoxouraBLe Sir ALEXANDER MURRAY : Sir, the Honourable
Member, when moving his Resolution, started off by using the very words I
.proposed to use myself, namely, that this Resolution is a very unwieldy one.
g‘hat it decidedly 1s. Personally I have seldom seen such an omnibus Resolu-«
tion either in the Legislative Assembly or in the Council of State. It how-
-ever divides up easily into three parts. The first deals with the present

-diffiéulties, the second is the Honourable Member’s proposition that the
legal ratio should be changed, and the third that the existing gold exchange
sstandard ought to be removed and replaced by an effective gold standard. I
«think these were the essential points in his speech.

Now, personally, I have no objection to the appointment of Committees.
But it is just another way of shelving difficult subjects, and as far as I can see,
_that is really what our friend has in view, because he pointedly said that even

~a Committee of archangels could not settle the existing difficulties, neither
-are they likely to point out any suitable method of remedying them for some
time. I am sure that also is the opinion of the House. At the same time
he pointed out that if such a Committee is appointed it ought to contain a
_gubstantial element of Indians.. I think that was what he was diiving at. I
quite agree with him there—especially if the Committee is going to take into
.consideration the circumstances, presently or in the near future, prevailing in
India., At the same time, I cannot accept any reflections on the personnel of
revious Committees. I think my Honourable friend will agree with us that the
erschell Committee in 1893 was a very well constituted Committee. So was
the Fowler Committee, and, T think, the Chamberlain Committee was equally so.
It had on it an Indian member and fouror five people with intimate know-
ledge of Indian conditions. Coming even to the last, the Babington Smith
Committee, it also had an Indian element and several well-known merchants
and officials who knew all about Indian conditions. But while I do not accept
any reflections on the character of past Committees, I do agree that in future
‘Committees~ share ought to be a substantial Indian element, and 1 bave no
doubt this will be so on the next Committee when it does sitx
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The first part of the Resolution recommends the appointment of a Com-
mittee to suggest suitable remedies to relieve the existing tension. Now our
Honourable friend has told us in very general terms what the existing tension
is, and with reference chiefly to the attitude of certain dealers who refused or
delayed to pay their drafts unless at a different exchange rate from that now
ruling. He points out that goods were ordered from home on certain,
assurances—well, they took them for assurances—on the part of Government.
The point we have to get at is really who is to blame for these goods being
ordered from Home on such a wholesale scale, and who is to be held responsi-
ble? Let us admit even that a mistake was made in  connection with the
report of the Babington Smith Committee, and even in connection with the
action that was taken on it. That Committee formed their recommendations
largely on the understanding that silver, as our Honourable friend pointed out,
would remain high, and also la.r%ely on the understanding that exports would
exceed imports and give a large balance of trade in favour of India. I take it
that these were the outsta.n&ing features of the Report, and I do not think on
the whole that we can blame them, because in 1914-1915 at the beginning of
the War silver ranged between 23 pence and 27 pence per ounce. In 1919,
when the Babington Smith Committee was considering the matter, it was as
high as 79 pence per ounce.

When the Report was promulgated and the necessary action was taken
12 on it, silver was away up af, 89 pence. Now I do consider that
P the Committee and the Government both had to take into
account these very remarkable figures in framing the report and taking action
on it, and I am quite sure that neither the Committee nor the Government
nor, I believe, any member of ihe public, ever realised that we were to-day to
have silver down at 32 or 33 pence, as it is at the present moment. So much
for silver.

Now, as regards the balance of trade. 1 think that here also the
Babington Smith Committee and the Government of India were largely
justified in assuming that the balance of trade would continue in favour of
India. Because, if you take the five pre-war years, the average balance of
trade in favour of India so far as Indian merchandise only is concerned—I
am taking only these figures because it is only the interests of importers with
which my Honourable friend is concerned---showed an excess of exports over
imports of Rs. 78 crores. In the five years of the war the average was
Rs. 76 crores per annum, and in the last financial year ending the 8lst March
1920, the exports of Indian Merchandise exceeded imports by no less than
Rs. 119 crores. In other words, Sir, excluding this year, for the 11 years
ending March 1920, the balance of trade was altogether in favour of India,
the average being to the extent of Rs. 6} crores or Rs. 63 croves every month,
Now, even in the first months of this year, thatis to say during January,
February, March, April and May, the balance of trade was still in favour of
India to the extent of over Rs. 6 crores monthly. That being so, I think
that we were all more or less justitied in assuming that there would
continue a favourable balance of trade so far as Indian Merchandise was
concerned. The point is that exception is now heing taken to the high rate
of exchange, no matter how that was arrived at. 1 would like to remind my
Honourable friend that exchange had risen very high before ever the
Babington Smith Committee reported and before any action was taken by
the Government of India. As a matter of fact, exchange”BEPRN~1Tsing in
a small way in 1917 when it was at from 14 to 1'3; in 1918 it rose to 1'6d.

2
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and in 1919 it had risen steadily by steps to 2-4d., that is in May to 1°84.,
August 1-104., September 2., ﬁovember 2:2d. and December 2:4d. That
was before the Babington Smith Committee reported at all and before any
action was taken on their report. When the Committee’s report was published
exchange was actually at 2'4d.

Now I take it that my friend, Professor Kale, was quite in favour of
exchange being raised by these steps up 2:44. At least, I have read publica--
tions by Professor Kale which lead me to believe that he preferred, when
silver wds high, exchange being raised and following silver to debasement of
coinage, that is to say, reducing the silver contents of the Rupee. So that,
I think we may take it that up to the time the Babington Smith Committee
reported, our friend, the mover of the Resolution, was quite in favour of
the steps that had been taken. I think myself—we are speaking after the
event and we can all say it—that probably Government did make a mistake in
taking the action that resulted in pushing exchange up to 2:10d. ; but so far
as this question of importers and the Government’s responsibility to importers
is concerned, } beg to point out that exchange did not stop up there very long.
It only moved up in February 1920 to 2'8d. and to 2:104., and for four weeks
there were rales made at 2:'1047. Then for the next four weeks the rate
dropped to 2:8d., 27d., 2'5d. and 24d. or so. That ix to say, the
abnormally high rates lasted only a couple of months in February and
March 1920. In April, May and June of that year exchange
continued at 2:4d. and 2'5d., practically where it was before the Babington
Smith Committee reported or any action was taken by the Government
on that report. T am not speaking here of market rates; 1 am only
dealing with the Government’s own rates for Reverre Councils, and to
tell the truth, T feel that in introducing this question of Reverse Councils
a red herring is being drawn across the trail, because it does not concern this
question of high exchange or low exchange except is so far as selling Reverse
Councils kept up exchange, which would otherwise have fallen, and in so.far
that had fewer Reverse Councils been sold there would be more money now
available to maintain the gold standard exchange policy of the Government
of India. But we need not take that into account at the present moment.
Let us assume that Government are to blame. Government are always to
blame, of course, when anything goes wrong, and I can point out steps taken
where, I think, the Government were to blame. But Professor Kale goes
further and says, not only were they to blame, but they must accept responsi-
bility for everything that has happened. Now let us assnme that they are
going to accept the responsibility and that this committee is going to be
appointed ; what are the claims that will have to be met ? What claims . will
importers who have refused or delayed to take up their drafts lay before
Government and this committee 7 One of the first things to be taken into
account would be when were these contracts placed regarding which our
Honourable friend has spoken in such affecting terms ? Were they placed
before the 2nd February }1920, that is to tay, when the Babington Smith
Committee reported amd exchange was at 2:4d., or were they glaced after
September 1920, by which time Government bad clearly indicated that they
w.orevn\tit‘ o take any further steps by way of selling Reverse Councils? If
before February’ 1020 or after September 1920, I think we must more or lers
rule them out of account, and that only leaves a period of practically 8 months
in between, during which exchange ranged from 2:10d. down te 1'11d.
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Now the next point we would have to find out would be for what deliveries
contracts were placed. Will claims arise in res of due date differences o:
in respect of actual delivery date differences? That is to say, will the importer
rests his claim on the date on which his contract fell due or on the date when
he actually got the goods ?

Then, further, there will be all sorts of disputes to settle as regards quan-
tities. We know that when we could not get things during the war, we
ordered 10 in the hope of getting 1, and then we again ordered 10 in order to
get another 1. For some time we used to get 1 and 1 for the 10 and 10
ordered, making 2; but suddenly we began to get the 10 and the 10 making
the 20 and that is what is largely at the bottom of the trouble at the present
time. We suddenly began to receive the 10 and the 10 ordered, and so naturally
we are in trouble. We cannot help being in trouble in the circumstances.
Now, having worked to get all this information, the next point is on what
basis are the Committee going to recommend a settlement in particular cases ?
I should just like to give you one or two cases that will have to be settled.
The Ionourable Member said he did not wish.to go into details ; but 1 do not
think a committee should be appointed unless you are prepared to go into
details. We will have to take up the question whether the seller on the other
side delivered the proper quantities at the proper time, and if not, who is to be
responsible, the man here or the man on the other side ? almost certainly the
man on the other side over whom we can have no control. Then, perhaps the
buyer on this side did not fix his exchange when he might have done. How
can we say what difficulties stood in the way of his fixing his exchange and
how are we to apportion the blame ? Then again, let us take the case of say
three different persons. Take the buyer A, who took delivery and stood up to
bis losses when the stuff came forward. Take another buyer B, who, after
some delay, compromised with his seller and the other paities concerned to
take up the goods and share the losses amongst them. And take the buyer C,
(for whom largely my Honourable friend }is now speaking, 1 take it) who
has refused or deﬂ;yed to do anything.

Now, how are the Government to apportion the claims to be put forward
by those three different persons? Take also the case where goods have been
lying in Docksheds and on the quays incurring very heavy storage charges.

ho is to decide the party responsible for this? What is to bemgone where
the markets have gone against all three buyers. A’s loss is least because
he took up his contract. C’s loss is greatest because he has done nothing
but howl and expects Government to do something to put him in a better
osition. 1 can imagine all sorts of other difficulties in the way of this
ommittee ; difficulties in assessing the various losses in different parts of the
country ; the troubles which will arise in taking into account the conditions
existing in Calcutta where contracts have been taken up—and about which
not much has been raid—and the conditions in othér parts of the country,
where I believe contracts are also being taken up, but about which a great
deal is being said. If this Committee were appointed; everything would be
in » state of suspense. A moratorium would be declared. If I were an
importer I would say I know that a Committee is going to be appointed and
I will it tight and do nothing. We would have to await the appointment of
a committee and iy would be a difficult proposition. For m g
would want half the committee to be Indians, and yet, I am sure, you would
find it a very difficult task to go round India and pick out suitable “Indian
2.4
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business gentlemen who are not interested, directly or indirectly, in the subject.
The deliberations of the Committee would take a long time, the preparation
of their report would take a long time, the consideration of it might take
even longer. By the time the day came to promulgate its findings to the
public, and the necessary steps hady to be taken, a long time would have
elapsed. The presént financial position of the country would be ‘entirely
changed, the circumstances Woulg0 be quite different from those obtaining
when the Committee was constituted. :

I have seen several remedies suggested for the present state of affairs.
Karachi sent a representative over to Caleutta to discuss this matter with ug
and they suggested :

‘Let Government sell enmough Reverse Councils through the local branches of the
Exchange Banks at two shillings to the rupee to cover all the goods that were actually
ordered last year'—not before, indeed, nor after September of last year— ¢ when the rupee was
over two shillings and which have not yet been paid for and delivered. '

We have had other suggestions. Here is one from Madras which was
sent up to Calcutta. I will read it to you:

* Having regard to the present financial crisis and in the interests of future foreign
trade in India the members of the Association resolve that all further imports should be
stopped for a period of twelve months, and nrges importers of foreign goods in other parts of

*India to support them.

Requests Government to pass a measure temporarily discouraging all imports except
foodmﬁl, drugs, nmchiner};'a:md books by imgslng{ for a :gllog of twem mon?h,:,
an extra customs levy fully equivalent to the depreciation of the rupee below per.’

It does not say whether that Ipar is to be a stirling par or a gold par.
{ could read out a lot more, but I am afraid that time will not permit me to
do that.

Prafessor Kale said in the course of his remarks that something should
be done by the Government similar to what was done in 1914. I largely
agree with what was done in 1914, but was that not largely a matter of
arrangement between the different parties ? It is very much the same here.
Government did not really do anything, they simply left it to the buyers to
make their own arrangements. It is not feasible to argue that Government
should exercise any influence on the manufacturers at Manchester in regard
to the controversy that is going on at present at Home. What would happen
if the Government of India approached the Manchester merchants and asked
them to go easy ? They would say ¢ you have just jumped the export duty
on us. Why should we go easy It has gone up from 74 to 11 and
for all we know it may possibly go up to 124. What consideration would
the Manchester manufacturers give to us if Government were to intervene ?
I do not think that Government could usefully intervene between the
Manchester merchants and the merchants out here, at the present moment.
At the same time, I do believe that some measure of compromise might be
arrived at between sellers on the other side and buyers on this side. have
every sympathy with importers in this country, but the acceptance of this
Resolution for the appointment’of a Committee will not make matters easier for
anyone, in view of what the position is now, and it is therefore with much
Teluctatitd s I am compelled to differ from the Honourahle the Mover as to
:the nevessity of even appointing a committee of this description. Now I have
:taken so long over the first part of the Resolution, which is really the important
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part, that I must deal briefly with the second portion, nemely, that dealing
with the proposed alteration in the exchange value of the rupee fixed by law,
and the modification of the currency system so as to place it on a gold standard
basis. We have had various standards in India. e bave had both gold
and silver standards. Down to 1893 we had a silver standard, and then the
introduction of a iold standard was recommended. I suppose my Honourable
friend Professor Kale will say it was really through the administrative action
of the Government that the proposed gold standard has been developed into a
gold exchange standard. At the very end of his Resolution he suggests that
the gold exchange standard should be scrapped and replaced by an effective
gold standard. I do not think myself that we should be justified in even
considering this in the present state of affairs. In any event the Babington
Smith Committee made their position clear in this connection. For 4n their
report I see the following —¢ Indian trade is not likely to sufferany permanent
injury from the fixing of exchange at a high level. If contrary to expectation
a great and rapid fall in world prices were to take place, and if the costs of
production in India fail to adjust themselves with equal rapidity to the lower
level of prices, then it might be necessary to consider the problem afresh.’

I do think, Sir, that a time will come for discussing the problem afresh,
but I do not think, having regard to the present state of flux and the abnormal
conditions, that any committee, such as that suggested, could do useful work
yet in setting matters straight. I therefore cannot give my support to the
Resolution which has been moved by the Honourable Mr. Kale.

The Hoxourasre Sin MANECKJI DADABHOY: Sir, I should
like to say a few words on this Resolution which has been moved by my
Honourable friend Mr. Kale. I have every sympathy with the class of people
who have suffered on account of the unprecedented fall in exchange during the
last few months, and I may say I view with concern the marked depreciation
in the financial market of the country. But I feel very strongly that a
committee of the kind contemplated by my Honourable friend the mover would
not be in the interests of the country at this critical juncture,

My Honourable friend suggests that a representative committee be
appointed at this stage to find out means by which the severe tension caused
by the sudden fall in exchange may be removed. My task on this occasion
has been very much simplified by the lucid. speech of my Honourable friend
Sir Alexander Murray, who has practically, I may say, taken the wind out
of my sails and has forestalled me on many points on which T had intended
addressing this Honourable House. My friend bas laid before usa lucid
examination of the arguments regarding the balance of trade and the work
fenera.lly done by the preceding four currency committees. I quite see the

orce of many of the arguments which have been advanced by my Honourable
friend, Profesor Kale, and I am in deep sympathy with them. But I am
not convinced that a committee of the nature now suggested will be of any
service to India.

(At this stage the Honourable Mr. V. 8. Sastri took the Chair.)

My friend has said that it is the duty of the Government to run to the
rescue of these unfortunate importers, and that, if the Government takes it
into its head to help these importers, it will be able to do a great
also suggested thd#t, it was the duty of the mamufacturers to meet wa
-hese importers, and that, if a committee of the nature suggested was appointed,
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it would immediately restore confidence and that it would be in a position to
give some solution of this controversial question. I wish that was so. If a
committee could be appointed which coxﬁd lay certain concrete proposals before
Government for “adoption, which would mitigate the severity of the
situation, I would *readily vote for the appointment of such a eommittee.
But my experience of these committees has been different. I am not
. standing here to defend the action of Government in any way. I
should not be misunderstood. Government certainly made a mistake,
in the first instance, in accepting the report of the Babington Smith’s Committee,
and acting upon it at a time when exchange, as pointed out by my friend Sir
Alexander Murray, since 1917, was gradually becoming favourable to this coun-
try. <My friend says that because Government accepted the recommendations
of that committee and took some action, it is its duty now to move further in
the matter and come to the rescue of the importers in their critical condition.
The logical result of this argument, Sir, is this. (Government did make one
mistake and there was a muddle over this business. Let the Government
now appoint another committee and make another mistake, and let the people
suffer further. That is the only result of my Honourable friend’s arguments.
I have carefully listened to the arguments of my friend. He spoke from the
standpoint of a student of politics, a student of economics, and so far as the
academical aspect of the discussion is concerned, I quite agree with him. I
am speaking to-day, Sir, as one of the people who have suffered by this
terrible fall in exchange, and 1 say that the remedy which is suggested is
worse than the disease. What can this committee possibly do ¥ What is the
data upon which this new committee can possibly proceed? I have been a
student of commercial and financial columns of the public press for some time
past, and 1 have read, studied, and at times examined the proposals that have
been placed from time to time for the settlement of this important question.
But in all this discussion’ one main point is lost sight of, and that is, that in
this matter of exchange between England and India, itis not only monetary
considerations and other causes such as prices of foodstuffs, etc., that govern
the exchange, but there are world factors which cannot be ignored. If an
international comrmrission was appointed to consider the question of interna-
tional exchange and how it directly affected other countries, probably some
good might result out of an investigation of that character. But here what
remedy 1s suggested 7 My Honourable friend suggests the appointment of a
local representative committee. 1 expected my Honourable friend to have
first pointed out to the Council at least the personnel of such a committee, and
we could have then at once known, or at any rate his proposal would have
made some impression upon this Council, and would have guided it in coming
to a conclusion whether or not to accept the proposal suggested by my Honour-
able friend. To my mind, I cannot think of any man at present who can
successfully deal with the situation and suggest remedies for the immediate
settlement of the question. As Sir Alexander Murray has Fointed out, the
appointment of a committee—and I quite agree with him—will make matters
worse. It will bring all business practically to a state of stagnation. Trade in
this country will be ruined—in fact, nobody will think of the settlement of
their liabilities.

Now, as far as I am aware, only three bold remedies have been suggested
‘WhiSRihlpgs possibly lead to a settlement of the question. One is & return
to the policy ofp Reverse Councils,. The second is the stoppage of imports to
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which my Honourable friend Sir Alexander Murray alluded, and the third is
‘the reimposition of the duty on silver. I have not seen any other prac-
tical suggestion put forward up to now, either in the 88 Or g merchants
.and other people who have been afflicted by the sugzn fall n exchange.
Now, as regards the first suggestion, even ify a suggestion of that nature was
-again adopted, is it at all likely to inspire confidence in the public? Honour-
, able Members are all aware of the great opposition, the. persistent opposition

that was made in the public press when Government adopted the policy of

Reverse Councils, ami) put the country to a loss of 55 millions as pointed
out by my friend Professor Kale. It was then openly said, as the Council
iw aware, that it was an organised loot ; that Indian capital was being deplet-
ed, money was going out from this country; and many other similar argu-
ments were advanced. Isit likely that the country is now in a mood to
accept even as a temporary measure, apart from its financial consequences, a
return {o the policy of Reverse Councils? I think my Honourable friend,
Professor Kale, will at least admit that this is not the psychological moment
when such a measure could be justified even if it could be at all justitied.

Then, as regards imports, very many wild suggestions have Leen made.
I was especially shocked to hear it suggested Ly the Madras Piece-Goods
Association that imports should be stopped for a period of one year, and that
we should request Government to discourage imports by the imposition of a-
customs levy equivalent to the depreciation of the rupee below par.

And I submit, with great respect to that Association, that a more grotesque
suggestion could hardly have been made. In the first instance, I cannot see
how from a practical point of view it is possible te do such a thing. Who has
got the power to stop exports? Can Government at present undertake
any legislation, stopping wholesale all import of commodities coming into
India. Legislation like that would be absolutely impossible, and no responsi-
ble body of legislators wouid ever sanction a proposal like this, and,
further, this conld not be done except by special legislation. I will not
enter into the economic aspect of it, but decidedly it would not be
fair that such legislation should be undertaken. Then as regards silver,
it has been said that reimposition of a duty on silver might retrieve
the position. This duty existed all these years, I say, to our shame and it was
aright thing for the Government to have removed it two years ago, and yet I
have heard some Members in the other House seriously advocating the reim-
position of this duty. Now what does this mean? I suppose Honourable
Members are aware, that even in the Babington Smith’s Committee Report,
if they were certain and unanimous on one point, it was that the import silver
duty should be removed immediately. I will only quote one passage from
their report. The Majority Report declared :

““That thbere is a strong feeling in India against the retention of the duty, in that it is an
obstacle to the ostablishment of a world warket for silver in Bombay, and places the Indian
<onsumer of silver at a disadvantage in comparion with that of the population of other
countries.’ '

In no country in the world are there, I may say, restrictions on the free
import of precious metals. No country, in the world has levied such a duty, and
if 1t is done in this country it will be disastrous to the interests of the country.
1 will give you a few figures to show that, so far as the volume of gold and
silver trade is goncgrned, Indian dealers have been considerablyss Kt
the present moment’ India is exporting gold at the level of Rs. 30 per tola and
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importing silver at the level of Rs. 85 per 100 tolas. It is advantageous
for India to sell gold the price of which as measured in rupees is high. (At
this stage the Honourable the President took the Chair).

Later on it will be in a position to repurchase its gold at least 20 to 25 per
cent. cheaper. I may also point out that since the repeal of the import duties on
silver, India has supplied silver to China at the level rate of Rs. 105. This
happened almost synchronously with the high prices of silver, and India is now
repurchasing with great advantage at the level of Rs. 85. In other words,
India had bought its gold some time ago much under Rs. 23 per tola and she is
now reselling it and exporting it at a higher rate, at a large premium. My
personal opinion is that we are fed up with these committees ang the sooner we
‘allow things to take their natural course, the sooner we allow things to
run into their natural channels, it would be better for the country. I know
the situation is very critical, but things will assuredly improve. T.et us hope
for a normal monsoon next vear. If we get a normal monsoon next vear
and if the embargo on food grains is removed, and I hope my Honourable
friend Mr. Sarma will soon see his way to remove the embargo on the export
of food grains in this country, and further if hides and skins are freely
exported and jute begins again to move, I am not so unhopeful of the situation
as my friend Professor Kale seems to he. _ We must get our trade restored to its
normal condition, and that normality can only be achieved not by tinkering
legislation and by erratic recommendations of committees, but by letting things
adjust themselves. It is no use our adopting empirical measures for the pur-
pose of settling a problem which is beset with immense difficulties and is com-
plicated by factors relating to world conditions of trade and commerce. In
this matter I am deeply in sympathy with my friend, but I do not think that
any committee of this nature will be of any assistance in solving the present
situation, and I think this Council will not commit another error in giving its
approval to the appointment of any such committee. It will be committing a
grave error if it accepts this Resolution, because it will not be prodective
of any good. As regards the settlement of this question I am deeply
concerned. If the manufacturers could be brought to meet the importers half
way it will relieve the tension, and nobody will be more pleased than 1 ; but
can Government legitimately cxercise any influence either qver importers or
manufacturers? We might as well safely suggest from this House to the
manufacturers in England and the importers in India to come to some

- reasonable settlement, but the Committee will Inot have the power of
“imposing their recommendation upon these people. It is a mere matter of
contractual obligation, it is a mere matter of contractual responsibility and
parties are at liberty to act as they like, If they choose to adopt our suggestions
then all right and good. 1 think, however, we must not become altogether hope-
less about the situation. Things will improve. We must not overlook the
other aspect of the subject also, namely, that the English manufacturers were
seriously hit when we were making a profit out of a high exchange. The
manufacturers had very bad times for 6 or 8 months. You must not forget
that. There is always a cycle of prosperity and a cycle of depression in trade.
I therefore sincerely hope that this Council will leave this question severely
alone, When we know that committees presided over by eminent financiers,
such 35 ¥AS R erschell Committee, the Fowler Committee; th@ Chamberlain
Committee, and the Babington Smith Committee, when thése committees con-
sisting of financial experts have not been able to suggest a solution, is a
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“representative committee in India going to do anything ? It is, in this aspect
of the case, that I feel constrained to vote against this Resolution.

The HonouraBLE Mz. A. H. FROOM : Sir, I listened with a considera-
ble amount of pléasure to the speeeh of the Honourable Mover as we all
know that exchange and the many questions connected with it have been the
object of his careful study for years, and I think that what we have heard
from him to-day has been a pleasure to all of us to listen to. Whether we
-agree with him entirely in his views is perLaps another matter.

I am afraid that I am not convinced that there is any necessity for a Com-
mittee—at the pyesent juncture—at any rate. I listened with a certain amount
of amazement to the Honourable Member’s speech in one respect. He pro-
posed this Committee, and then to a certain degree proceeded to show that it
would be rather useless—perhaps that may be putting it a little too strongly—
but he proceeded to show what difficulties it would be attended with, and I

uite agree with that view, namely, that any Committe appointed now would
ind obstacles which it is very idiflicult for us in this Chamber to imagine,
such would be their magnitude.

The Honourable Mover referred to Government dropping their policy in
connection with Reverse Councils some time ago. 1 am sure Government
regretted that they had to drop that policy, or rather, the circumstances that
required them to drop that policy. A few of us indeed would have liked to
see the policy dropped a little carlier than it was. Then look at the divergen-
cies of views on that policy. When the Government were selling Reverse
Councils, there were shrieks all over the country. When they stopped selling
Reverse Countils, the cry arose, ¢ Why do you not sell Reverse Councils.” So-
my sympathies are with the Government to some extent as regards that
question,

Then when I was up at Simla last autumn in the Legislative Council, an
Honourable Member got up and said, ‘This high exchange is a great drag on
the export trade; a dreadful thing for the export trade” Now that you
bave got a low exchange, where is your export trade ?

I just mention these instances to show you, gentlemen, how diflicult this
question is; and how if you adopt ome exchange policy to-day,
circumstances may arise so that you may have regretfully to drop it in a few
months’ time and to look at the whole matter in"a different way altogether.

Now, there is another point, perhaps I shall be corrected if I am wrong.
There are representations from certain quarters as to the losses people are
incurring owing to the low exchange. Did these people make any profits
when _exchange began to rise? I am not quite satistied they did not? Why,
of course they did. Human nature is human nature. You forget the profits
you make and you only recognise the losses. Another point in connection

with this is that there are two kinds of losses. One is when a merchant looks
to make a profit and he does not. He calls it a ldks. The next kind is actual
loss which a*man incurs. I am not certain that in looking at this import
question and in making representations to Government, the merchants have
taken into consideration the profits they must have made when exchange began
to rise.

There is still another aspect which, I think, we are inclingd,tQ ‘m&..ﬁght
of. India was *extremely pfortunate in escaping the conseq‘uao%lee- of the war.
In comparison with other countries, India has been more than fortunate, and
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if at the present time we are experiencing some disturbance which we might
regard as the aftermath of the war, I think we should keep well before us
that we are in a very much better position than most of the other countries
of the world, or many of them. India has been exceptionally fortunate in
that respect, and we must expect some of these disturbances. We did not
hope to get them, but we have got them at the present time.

Now, as regards Committees : a Committee is formed and then makes its-
recommendations, as my Honourable friend from Calcutta pointed out for you to
-accept them or not accept them. If you accept them, then you are subjecting
yourself to a control, or a species of control in another form, and I object to
-control altogether, It wasnecessary during the war, no doubt, but it will be
remembered that not very long ago we voiced our objection to control in a certain
~trade, and I object to control altogether so faras it can be avoided. Well, then,
if we suggest that another committee should be formed, they must in due course
make recommendations. What is the use of owr suggesting that this
Committee should be formed, if, when their recommendations are made, as 1
suppose they would be made, by men of experience in finance, we do not
accept them. When we say ‘Let us have & Committee’ we bind ourselves
to accept their recommendations, and if we accept their recommendations,
then I say we chall be introducing another form of control which 1 dislike
.intensely. 7

I do not think I have very much more tosay. T do not propose to go
into the figures. 1 listened with very great interest to my Honourable friend
from Calcutta, but I should like to make one further reference, and that is
to the views of the Bombay Chamber of Commerce. We expressed our views
not very long ago in a letter to Government on this whole question, or part
of the question. That letter was published in the papers, and no doubt all

~ you gentlemen have seen it. In our opinion, the only salvation for the
country in this matter of exchange is the revival of trade. 1 amn sure that is
the only thing that will Lelp the present situation. By the revival of trade
T mean the revival of exports; and in connection with the revival of exports,
many other conditions are bound up with it, such as getting your railways in
good) order, which T have no doubt Government are keeping well before them.
You cannot have a revival of exports unless you can move your produce about
from one part of the country to another. We have had difficulties about
moving coal, and goodness knows what we are going to do if we havea
revival of exports next year. .

Our only salvation, 1 repeat, is in a vevival of exports, for you must
have a balance of trade in favour of the country in order that the country
may bein a flourishing condition. 1 have nothing further to say, 1 am
afraid I cannot support the Honourable Member’s Resolution to appoint
another Committee, which, as I have already explained, spells to me only
another form of control.

The HorourabLE THE PRESIDENT : Before the Honourable Member
(Mr. Cook) commences his speech, I should like to say that I propose to
.adjourn at one o’clock punctually. It is common knowledge that What we ave
really waiting on is the possibility of a message from the other Chamber, and
1 do not know whether Honourable Members would prefer to adjourn now.
I think the feeling is that we should adjourn now. I')l‘he Council is therefore
adjourned till  quarter to three. .

The Council adjourned for Lanch. .
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The Council re-assembled after Lunch with the President in the Chair.

The HoxouraBLe®*Mr. E. M. COOK : Sir, after the very interesting
-discussion we have had before lunch, and the very illuminating speeches that
were made, I do not think I need detain the House at very great length. On
-one point I can re-assure the Council, namely, that I do not propose to mention
‘the words Reverse Councils.

I should like, if I may, just. to bring the Council back to the actual
wording of this Resolution. It is rather cleverly worded: The first part of it
3sks us to recommend the appointment of a committee in order to suggest
suitable remedies to relievesthe existing tension. The second part has a very
much wider application, and asks that apparently the same committee should
«onsider the desirability of making some alteration in the exchange value
of the rupee (the Resolution does not say what alteration) as a permanent

arrangement.

Now, Sir, I am afraid I must agree with the other speakers who addressed
the Council before lunch in saying that 1 think this Council will be well
advised if they do not adopt this Resolution. T want just to make two preli-
minary points. I do not object to this Resolution on the ground that, so far as
the existing state of affairs is concerned, all is for the best in matters of
trade and exchange. Of course it is futile to pretend that the present condi-
tions of trade and exchange ave either normal or satisfactory. I will veturn
to this point in a minute because my Honourable friend made rather a lot of it.
In the second place, 1 need hardly say that I do not object to this Resolution
on the score that it seeks to appoint a committee. I do not for a moment
pretend  that the problems which, sooner or later, will have to be
faced are such as can be solved by the unaided wisdom of the oflicials of the
India Oftice or the officials of 1he Government of India sitting in their oflice
rooms.  What 1 do say is that if this Council commits itself to the proposition
of my Honourable friend, it will, T am afraid, be asking the committee so
appointed to undertake a task which, from the very nature of things, must be
impossible.

Let me just consider for a moment separately the two very different parts
of my Honourable friend’s Resolution. He has spoken of the very serious
condition of the Indian import trade, und especially of the piece-goods trade.
Now, I fully admit that the condition of the picce-goods and other im?ort
markets in this country at the present moment is extremely serious. The
majority. of importers, as we all know, entered into contracts, & year or more
ago, for the delivery of goods without settling their exchange, do not say
at present whether they ought or ought not to have settled their exchange ;
the fact is that they did not. They made their arrangements at a time when
exchange was well above 2 shillings, and they no doubt supposed, in all good
faith, having regard to the Currency Committee’s recommendations and to
the Government of India’s endorsement of those recommendations,—1 ray
"that they had every reason to suppose that exchange would not fall helow. 2
shillings. Those goods have now arrived in this country, and these people
are being called upon to fulfil their contracts when the market rate is, in
many cases I velieve, less than one half the rate which obtained when they

made their cogtracts. Of course that is a very serious pomition.. [ake the
oase of a mangwho, let us say, ordered £1,000 worth of pie?o»good:“‘%bably '
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he, calculated at the time that for that he would have torpay say Rs. 10,000,
or xerhaps only Rs. 9,000, or even Rs. 8,000. Now the goods have arrived,
and he is called upon to Rs. 15,000 or even Rs. 16,000. That is a very
serious matter indeed. FXO not want it to be thought that Government
does not realise the extreme gravity of the financial position of many of
these dealers. Some of these men, rather than incur the odium of repudiating
their contracts, have paid up, as my friend Sir Alexander Murray pointed out
this morning, frequently at considerable cost to themselves. There are others,
and I suppose they are in the majority, who are at the present moment
standing out for sorme sort of compromise, and undombtedly there are a
number of others who simply could not pay at almost any rate of exchange.

As we heard this morning, those dealers™ who are in places where there
are Piece-goods Associations, have passed Resolutions which, from their form
and wording, might imply that the whole trouble is due, in some rather
undefined way, to the action of the Government, and that somehow or other
it is up to Government to indemnify them and to belp them to fulfil their
contracts. Well, as the Council is aware, any such idea was emphatically
repudiated by the Honourable the Finance Member in his Budget speech.
I do not want to go into the merits of this point, but I want to make it clear
that, although Government cannot for a moment admit that the piece-goods
dealers; who were hoping for a continuance of the high rate of exchange that
obtained last year, have any kind of claim, either in law or in equity, to be
indemnified at the expense of the general taxpayer. At the same time 1 do
not want it to be inferred that Government is in anv way inclined to take
sides in what is essentially a business dispute. 1 think it is likely, if the
truth were told, that the responsibility would be found to rest almost, if not
quite, as much, at the door of the exporters in the United Kingdom. We

-all-know what happened during the war, and for some time after the war—
the Indian markets were starved of all imports, and dealers were unable to
obtain delivery of goods which they had ordered, perhaps, a year or eighteen
months before. After the Armistice, the manufacturers in England se
to work as quickly as possible, and, when they had fulfilled the requirements
of the European markets, or, rather, had suppplied as much as .European
countries could afford to pay for, turned their attention to the East and
started shipping to India vast quantities of piece-goods and other imports,
orders for which had been on their books sometimes a year, and, I believe
in some cases, even two yeams or more. The consequence was that
the Indian markets very soon got overstocked, and 1 daresay that if
those exporters in the United Kingdom had not been in such a hurry
to dump their surplus goods on India, and if the conditions under which
those contracts had been entered into had been less abnormal, the present.
position would probably have not arisen. Speaking personally, and as an
. onlooker, and not on behalf of Government, I will say that it seems to
me that this is one of those business disputes which is possibly a case of
“gix of one and half a dozen of the other,” and it is essentially, therefore,
a matter of compromise.” At the same time, I do wish to emphasise—and I do
hope that Honourable Members in this Council will endorse the view— that
this is not a matter for Government to intervene in. It is essentially a
_bugiqmm‘gnd I have no doubt that the good sense of the business
people on both sidés will work out an equitable compromise. You may hold &
contract from a man, and you may have certain legal rights against that
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.man, but if you try and take your full pound of flesh from him you may ruin
him, and get nothingat all. As my Honourable.friend, Sir Alexander Murray,
would say, ¢ Ye canna tak ’ the breeks off a Hielander.” That, however, is a
-di&g-lression. I have been waiting to hear from the Honourable Mr. Kale, but
I1did not hear, how a Committee would get those merchants out of their
difficulties, or why he thinks it is the function of the State to intervene in a
matter of this sort. It is not as if there was any real demand on the part of
the business public for Government intervention or for a Committee. There
is in the other House a representative of the Piece-Goods Dealers’ Association
in India and an expert on these questions. I refer to Mr. Man Mohan Das
Ramji and I remember the other day, during the debate on the Budget, he
repudiated most emphatically any idea that Government should appoint a
Committe, to intervene in that way . .

Tur HoNourasrLk THe PRESIDENT : Order, order. Ifthe Honourable
Member is referring to a debate which took place in the other House during
the present Session, then I must request him not to do so, as such a practice
must lead to inharmonious relations between the two Chambers. 1t might
result in fruitless arguments between members of two distinct bodies who are
unable to reply to each other and one of whom must be discussed in his
absence.

Tur Horovrasre Me. E. M. COOK : I should be the last person to wish
that, Sir.

1 admit it is an extremely difficult position which will require very great
patience and compromise on both sides, if it is to be got over, and I can only
hope—and I may say that Government hopes—that the good sense of the
parties on both sig;s will soon lead them to come to a compromise, as the
present situation is not in the best interests of this country. But I think, Sir,
that any enthusiastic ill-advised interference by Government, or by a Com-
mittee would do more harm than good, and might actually prevent the two
sides from coming together. That is all I have to say regarding the present
position of the Indian import markets.

I should like to say justtwo or three words regarding the second part of
the Resolution, which has such a very wide and general application. 1 must
say that when 1 saw my Honourable friend’s Resolution it nearly took my breath
away. To think that any committee—even a committee of archangels as my
Honourable friend suggests—could at present fix any sort of rate of ex-
change, is, T think, to shut one’s eyes to the real facts that are at the
bottom of the present situation, and to a{l that has happened in KEurope since
the Armistice. We all know what the position is, and what it is due to.
India’s best customers are now either actually bankrupt or on the verge of
bankruptey. Does my Honourable friend think that a committee could enable '
the starving population of Austria to buy India’s goods ¥ Does he think that
a committee could put Italy on her feet again financially, and enable her to
buy our seeds and ground nuts? Could a committee rolve the problem of
Germany’s reparation payments which is, I am afraid, holding back the
resumption of trade hetween Germany and other countries of the world ?
Could a committee evolve order out of chaos in Russia, and so enable her to
buy our tea, etc. Those are the things that readily count in the present state
of affairs. Ido not wish to go over the ground covered by the Honourable
the Finance Mémber in his Budget speech, but I take i that The Council
is fully seised of the actual factors which are at, work in the world now, and
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8o long as they operate in their present intensity, they must, I am afraid,
prevent any large amount of revival in India’s export trade.

As an instance of the present state of the world trade let us take the case
of the export of jute. I must speak with very great diflidence about jute in
the presence of my Honourable friend, Sir Alexander Murray. But every one-
knows that the condition of the jute trade is always a very good indication of
the condition of the world trade. If there is a great demand for jute, sacks,
hessians, wool and packs and other similar things, it is an extremely good
indication that the markets of the world are busy, that wheat is moving, that
wool is moving, and that the products of all the countries of the world are-
moving from one place to another, for they must have eur jute fabrics to
carry their goods in. At the present moment, 1 believe that the jute trade -
is practically dead or stagnant. I am afraid 1. do not quite see how
a committee could solve that problem. 1 quite admit that a no-poliey
is the hardest to defend and the easiest to criticise. But I think that
in the present circumstances it is the only safe policy, even if it does
make some demands upon our courage and upon our patience. Ilonour-
able Members in this House who represent business interests have, I think,
indicated to the Council that there is no real demand on the part of the com-
mercial community in this country to attempt to wrrive at once at any
permanent solution of our present difficulties, and 1 think my Honourable-
friend himself in his speech rather recognised that fact, in fact he was, I
think, inclined to whittle down the very detinite wording of his Resolution.
What 1 understood him to say wasthis: ‘I admit that we could not arrive at
a solution now. But let a Committee be appointed and let them think over
the matter. If not now, perhaps in a few months’ time, or in the autumn,
they may see daylight’. That is all very well, but it is not the
Resolution before us. The Resolution speaks of the ‘urgent necessity ’
of an inquiry, with a view to suggest suitable remedies. The question, 1
submit to the Council, is whether it is possible to form a committee, however,.
well-constituted—and 1 quite agree with the previous speakers that any
committee to command confidence in this country must be such that its
personnel will ensure that its recommendations shall be accepted—which can
possibly solve the present difficulties. I am not prepared to say that in the
course of a few months, or possibly next year, things may not have so altered
that we may be able to see some daylight in the present darkness. If so,.
then I have no doubt whatever that Government will consider whether or not
the time has come to have a thoroughly representative committee. And I may
sdy that this Council may rest assured that, if there is going to be any funda-~
mental change, any new rate to be settled, or any attemnpt at a permanent solu--
tion, neither the Government of India nor the Secretary of State will do this
off their own bat.

The HoxouvraBLE Sik DINSHAW WACHA: Sir, I think that my
Honourable friend, the Mover of this Resolution, might have exercised more
practical wisdom by refraining at this hour from moving it. For, so far as the
practical question is concerned, 1 agree with my Honourable friend, Sir
Alexs,-ndequurra 7, and the other speakers who have spoken on the subject,
thaf the pitscut &:x of exchange is such that no committee, however expert
it may be, whether here or in. England, can-arrive at the right solution
on the problem. The stabilisation of exchange ull over the world isa
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problem of ithe greatest difficulty. Even the Brussels Conference were-
unable to come to any practical decision, and only concluded their
proceedings with the appointment of a smaller committee to further investi-

gate and report on the matter by June in order to arrive at some

practical recommendation. Therefore, it does not stand to reason that we

here, whatever committee may be formed, will be able to achieve any good.

Moreover, we do not pretend to be such experts as those whotassembled at

Brussels last year. As they say, in the dark the only cuts are the

shortest. That is an old maxim, but a very truthful one. We all grope in

the dark as far as the exchange question is concerned. But my Honourable-
friend the Mover seems to think that he could devise a short cut through

the darkness to view the early dim rays of light. He expects everything

will go right if only a committee were appointed! May I say he is greatly

mistaken and will be greatly disappointed if even at the end of the next 12

months and more, after the world’s economic improvement and the betterment

of conditions in Europe, he finds that the stabilisation of exchange is remote

and in no way an accomplished fact. There are so many complex factors in

exchange, whether inland exchange or universal exchange, which need to be

unravelled. Universal exchange is just now in an emratic condition. I wish

to say, Sir, that the science of economics, particularly of exchange, theoretical

‘and practical, is empiric still. The science of astronomy is an exact -science

where the astronomers are able even to-day to fix the erratic movements of
comets and predict their advent with precision. But I beg to say, Sir, that the

exchange question is even more ervatic than the movements of comets themselves.

I repeat that astronomers are able to predict with precision their movements

when they will appear on the earth, when they will disappear, and again

re-appear. But none can predict at present, even for a week, what course exchange

may take, upward or downward. The science, 1 say, of exchange is so-
exceedingly difficult and inexact that we cannot for months forecast when

stability might be expected, not only in India, but in the whole of the world.

Well, Sir, that being the case, 1 do carnestly hope that my Honourable-
friend, for whose economic knowledge I have great respect, will be wise, after
the expression of opinion of such great practical business and experienced iersons
as the Honourable Sir Alexander Murray and the Honourable Mr. Cook, and
tell us that he would withdraw the Resolmtion. The Honourable Mr. Cook has
assured the Council that the Government are fully alive to their responsibility
and that the time will come when they might with advantage think of a
move in the matter. But for them to take a move at present will be simply
to wander more and more in the region of darkness and uncertainty. Asfar as
the cloth contracts question is concerned, I do agree with the Honourable
Mr. Cook that it is one between trader and trader. There are, as we all know,
traders and traders. There are traders who are the very pink of morality,
while there are others, Sir, who consider commercial morality to be a zero !
With them morality is an earthquake. Their moral standard is so low that
they do . not understand the honesty of commercial transactions. 1t comes to
this, Sir, that it is a question of struggle between the one side and the other,
.as to who shall win in the end.” Meantime all sorts of suggestions are being
made, suggestions which are mostly bizarre. I think a lttle prudence, a
little wisdom, and a little patience need to be exercised at present before the
difficulty can e satisfactorily solved. It cannot be enfirely :alesnt, for
we have to remtember that o long as we have to depend on the monsoon
for our exports and a favourable balance of trade, there must be uncertsinty to.
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a limited extent. Iow can we predict the future? How can we say what
_ the mosoon will itself be next vear? We hope-—we fervently hope—that the
monsoon may be a good one, and that following a good monsoon, we may
have good crops and an infinitely better trade every way. Without better trade
it is not possible todo anything at the present moment. I repeat we are not
quite sure of the monsoon itself. 1f the monsoon fails —I hope it will not—
then the situation will in all probability become worse than it is to-day.
But if that worse situation unfortunatelv comes, will the committee that
is appointed, supposing the Council agrees to the appointment of one, be -
able to do anything ? 1 think, Sir, the committee will find itself in
exactly the sam+ ‘fmsiti(m in which the Currency Committee found them-
selves on the 2nd of February last vear when exchange rose to 23 8d.
Therefore, Sir, the dictates of wisdom, the dictates of prudence, the dictates
of everything sound and practical, as also the universality of the flux of
-exchange everywhere, suggest that it will be twise on the part of the Honour-
-able the Mover not to press his Resolution but to withdraw it, and I do hope,
as the Honourable Mr. Cook anticipates, that the commonsense of this Council
.will assert itself and request Mr. Kale to withdraw his Resolution.

The Hoxourasre Larna SUKHBIR SINHA: 1 think 1 shall he
failing in my duty if I do not rise and give my support to this Resolution.
" The tradesmen and commercial people in this country are now getting very
anxious, and these two questions of exchange and currency are becoming very
troublesome. Trade is now at a standstill. Imports and exports are
suffering very much. I think the time has come for the Government of
India to take steps to settle these questions once for all. Otherwise trade
will suffer greatly. Much opposition has been made to the appointment of a
- committee. I agree that these committees take a long time to make inquir-
ies and to make their report. But what I find is that the previous
four committees sat in England and not in India, and the list committee
consisted of only one Indian Member, Mr. Dalal, while ten Members were
“Europeans. In such a case can it be said that the interests of India were
fully considered and not overlooked? 1 think the time has come when the
Government of India should appoint a committee of its own with more Indian
Members on it, and having some Europeans from outside, to consider the
whole question of exchange and cutrency having the infterests of India before
them. Therefore, I strongly support this Resolution and commend this Council
to give their vote to the appointment of a committee.

The HovovraBLE Mr. G.S. KHAPARDE : Sir, 1 wish to support this
Resolution on the three counts which it contains, namely, the Committee, the
exchange and lastly, the currency, the three questions involved. I am not a
financial expert and I speak with no authority, but there are certain points
which even & man of commonsense, 1 suppose, may submit. About the
utility of this committee, it has been said that it will do no good at all, that it
will cause a great deal of delay and will be ultimately infructuous. Perbaps it
may be so. I am not sure that it will be so, but it might be so. But even then it
will he wiser that our best people should sit together and take counsel and find
out some remedy or try to find out some remedy rather than do nothing and
merely stand by with folded hands, saying ¢ Well, nature will have its course
and angmmely J promise nature will decide for the best’. , That, 1 suppose,
is not the proper attitude to assume in a case of this kind. When this Jast
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Commission met I happened to be in England and one member of the Com-
mission returned in the same boat with me to India. That was Mr. Dalal, and
had his views been accepted and been acted upon, this crisis would never have
arisen at all. That makes me immensely proud that after all there is one Indian
financier who made a correct diagnosis of the situation. He spoke about the
inflation of prices, the effect of a good monsoon and all that kind of thing,
and prophesied nearly everything which, as I understand from my limited
knowledge of finance, has actually happened, but unfortunately the Govern-
ment of India, going on the rule of the majority, rather than on the
reasonableness or the correctness of opinions, as they should, said that when
80 many members say so and so they must be right. They acted on the
democratic principle, I quite agree, but in matters of intellectural theory and
intellectual forecast I suppose numbers cannot count for much. Anyhow
Mr. Dalal’s conclusions were not accepted. and here we are confronted with' this
crisis. Then there is a further thing. The Honourable Mr. Cook said that
there is not a real general demand on the part of the merchants. Perhaps as
a member of the Government, he has got more sources of informafion than
I have. But all the merchants I have met and all the people I have spoken
to told me that this exchange question is the one about which we should try
to remedy the situation.and they wanted me to do all I could. I told them,
Look here, I am not at all an expert and perhaps I shall say something very
foolish>. They told me ‘That does not matter. We want you to press
this question and bring it to the notice of the Governmentand we want
Government to seriously apply their minds to it.” They referred, or used to
refer, to a case when similar things occurred in 1914, when, I believe, Govern-
ment intervened and gave two months’ time to Manchester merchants for
settlement. The Indian merchants now say that Government ought to come
in now also, more especially as it in a manner held out hopes that led us into
obligations which cannot be met just now. They are not strictly and legally
accurate, but anyhow Government is a party to it in some form. I do not
say that Government must be called upon to make good their losses. That
is not my point, but certainly Government is bound, I suppose, having
made those representations, to take steps now to show to the merchants that
it is exerting itself in their favour and trying to save them to such extent
a8 is possible, also to soften the blow and it may even be to tranquillise and
remove the irritation that has been produced now. There is a great deal
-of feeling among the Indian merchants, anyhow on the part of those whom
I have met, that Government is doing nothing, that the Government
intervened in 1914 and did this and that to save Manchester, and now that
the scales have turned against us, Government simply sit tight saying: <We
cannot do anything at all. We want to leave it to nature’. I wish they
had left it to nature nearly a century ago. This brings me to the question
of our exchange. Thisis a question of really modern origin. Perhaps one
might say it began rather within the last 100 years. India had a gold
coin of its own called the Mohar. The Mubammadans had a gold coin called
the Ashrafi, Our account books also show that there was a gold coin. How
ig it that this gold coin disappeared straight off, and that this rupee was
substituted ? This rupee has brought about the question of exchange and
this question of exchange has become so intricate that even people who have
been engaged in it the whole of their lives cannot find a salution. “s~the
Honourable Sir Dinshaw Wacha told us just now, the times are so dark that

even experts camnot see ahead. Then I put the simple question—that being so
3
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and an ignorant man being in very much the same position as an expert, what
is the good of an expert ? He may as well sit at home if he cannot help us
in these difficult times. When I am suffering and my physician tells me
that he can do nothing to save me, then no physician BKOU.I exist in this
world. This is exactlgr the time when the most experienced financiers should
sit together and try and save this tremendous ruin that is coming upon our
people. Well, as I say, Mr. Dalal bhas justified the financial intelligence of
India in his own person, and I believe even now that, if sufficient people
sit together in India, and I think they should sit in India, they will, in
communication with the merchants who are engaged in these dealings,
probably arrive at a solution which will command the admiration of all
‘future generations. Supposing nothing comes of it, then it does not matter.
‘There bave been four Commissions which have been unsuccessful and this
will be a fifth. There is no harm in any case. Therefore this committee, if
appointed, will encourage the merchants to believe that something is being
-done for them. If something is really done, then so much the better. If
nothing comes of it, it is all right, the position is no worse than it is at
present. Since the days of my boyhood upwards, when I began to stud
Fawcett, Mill and others, I could not understand why this double standard,
as it was called, was imposed on India and also why what was called the
silver standard was forced into India. We had our own gold currency.
Well, however, I do not wish to go into old matters. Last year I suppose
Honourable Members who were here will probably remember it was said that
arrangements were made in Bombay for a gold mint and gold coins were to be
issued after the dies were received from England. We found afterwards that
gold was prohibited from coming to India. At least it had to come under
certain licences and with some difficulty and gold coins were not therefore
issued.

So far as I can see, it may not materialise for another 20 years. So these
are all matters which really ought to be put before a Committee, and I think
they ought to make some recommendations, and if they cannot stave off our
Josses, at any rate they will provide an insurance against loss. So I submit
that this Resolution will serve a very useful purpose if it is carried out. It
will hearten mang people and provi({e remedies for the situation with which
we are confronted.

With these words I heartily support this Resolution.

The HoNourasLE MAUNG PO BYE : Sir, asalayman, not evena novice,
in the question of the exchange problem, it strikes one’s intelligence that
there is a large and influential body of capitalists and financiers somewhere in
this world—it may be in America, in England, in China or in India—who
are playing with the exchange, and making huge incomes on account of the
fluctuations in exchange. I am not convinced that the capitalists and
financiers of India have no hand in it, if not as members then as nodding
outsiders, reaping the same benefit. They are such able businessmen that they
can manipulate the question so as to show us one side of the shield ounly and
pot the other, to effect their own interests. So my point is—I want to put it
very suurtly—I ask the Government to inquire deeply into this matter, not
only in India but in England and in other countries, and tc shape the currency
policy on a sound basis. T therefore support the Resolution.
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The HoNouraBLE Mz. KALE: Sir, the reply I shall give those who have
spoken against my Resolution will be a very short one. It would have given
me very great pleasure to accept the suggestion which has fallen from my
revered friend, the Honourable Sir Dinshaw Wacha. I should not like at any
time to go against his wishes, but I regret very much to say that I am not at
all convined by the arguments which he and others advanced against the
request I have made for an inquiry by a committee. The Honourable Sir
Dinshaw Wacha was inclined to be too kind and too liberal in this matter
towards Government. I do know what he would have said with regard to the
present exchange policy of Government a few years back. However, I will
say one thing, that when the gold standard policy was adopted, the mildest
language he used in speaking of that policy was that the policy was a ¢ crime.’
I am not going to use such hard language, but I cannot absolve Govern-
ment from the responsibility which attaches toit in the matter of what has®
been called the exchange muddle. I have been asked, how is the Government
responsible? T have already replied and showed how Government is res-
ponsible. The very currency system and policy of Government implies the
maintenance of gold reserve. Has that reserve been * used ?  Has it
been functioning? Government had in the Paper Currency Reserve
its first line of defence, as it ‘was called. That first line of defence
has been broken through. The very citadel of the currency system has now
been attacked, and no use has been made of that gold standard reserve. I
ask, why has that Gold Standard Reserve been built up? . What was the object
of the reserve as laid down by so many Commissions ? Take the Fowler Com-
mittee ; take the Chamberlain Commission. What has been done to carry
out their intentions with regard to the Gold Standard Reserve ? If it is not
to be used in a time of difficulty, in a time of crisis, what is the use of having
it at all ? The attitude of the Government of India in this matter reminds
one of Goldsmith’s miser who visits his store and  counts and recounts it over’.
He visits the store of gold day after day, admires it, looks at it, but never
uses it. Poor merchants might justly challenge Government and say, * Here
you are, you havea gold standard reserve, why should you not use it in order
to maintain the exchange—it may be to 24d. sterling, it may be to 164°. If
the Government do not do this, that means that the policy of Government
has failed. The system has absolutely collapsed. The Honourable the
Finance Member, while speaking in the late Imperial Council in connection
with the currency legislation and general financial matters, and defending the
policy of selling Reverse Councils, in effect observed :

¢ If we do not take these measures, what will happen to our currency system ? Will it
not collapse ? It is for the purpose of maintaining this system that we are taking these
measures.’
The times are in fact so extraordinary that no system can be maintained at this
juncture. Well, I come in here and say, if ¢hat is so, if the Government’s policy
has absolutely failed, why not have an inquiry and see, as I have asked, whether
a gold standard can be adopted in this country? It isa very old demand—a
demand persistently made from the time of the recommendations of the
Powler Committee. The recommendations of that Committee were not carried
out, and in the place of a gold standard, a gold excharge standard was
adopted. The last Committee of Inquiry into this question was precluded
from considering, this aspect of the exchange problem. Ammong the terms
of reference made*to this Committee, they were asked to ‘ make recommenda-
tions as to such modifications, and generally as to the policy, that should be
3a
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pursued with a view to meeting the requirements of trade, to maintaining a
satisfactory monetary circulation and to ensuring a stable gold exchange
standard’ Their recommendations were to be made comsistently with the
maintenance of the gold exchange standard. But everything is now in a state
of flux. The old system has collapsed.” Why not then consider the practica-
- bility of adopting .a gold standard ? "Many of the objections which used to be
taken to the adoption of a gold standard, accompanied by a gold currency, have
vanished. If was said‘ India is too poor to have a golg standard °. Now, on
the other hand, we are told, ¢ India is prospering, wages are rising, prices and
incomes are rising’. Cannot we, therefore, introduce a gold currency?
Can we not adopt a gold standard ?

As my Honourable friend Sir Alexander Murray has observed, the rate of
eexchange was high already before Government put it up at 24d. gold. But
why wasit high? It was high for reasons into which I am not going to enter
into at the present time. Sir Alexander Murray himself knows the circum-
stances. The circumstances have been set out in the report of thes Babington
Smith Committee. It was India’s sacrifices during the war that entailed the
rise in exchange. India sacrificed for the Empire, India suffered for the Empire.
Are we not now going to have that form of exchange and currency system
that they have in England and other countries? I recognise that the time is
not auspicious for holding out for a particular rate of exchange. I am not
asking for it. What I am asking for is this. Let us keep our currency goal
hefore our eyes. The Honourable Sir Dinshaw says ‘ There is darkness every-
where, we cannot see our way.’

That is true, but what is your ideal, your goal ? The Honourable the Finance
Member refuses to say what the policy of the Government of India will be in
future. Let ussay that our goal is the gold standard accompanied by a gold
currency. If that goal is placed before ourselves, then the proposed committee
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