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LEGISLATIVE ASSEMBLY.

Tuesday, 6th March, 1923.

The Assembly met in the Assembly Chamber at Eleven of the Clock.
Mr. President was in the Chair. .

QUESTIONS AND ANSWERS.

Porice DuTies IN LEGISLATURES.

467. *Mr. R. A. Spence: (a) Is it a fact that since the creation over
two years ago of: :
(i) The Imperial Legislative Assembly;
(i) The Council of State;
(iii) The Chamber of Princes; ‘
10 extra Police have been eqtertained for duty at these Chambers?

(b) In consequence is it a fact that the local Police both in Simla
and Delhi have to perform this extra work at the expense of their sanc-
tioned duties with the result that all have to’ work long hours overtime
throughout the entire Session of 24 months twice a year?

(c) If the facts are substantially as stated, is Government prepared to
take the matter into consideration ?

Mr, E. Burdon: (a) No extra police force has been entertained solely
on account of the creation of these Chambers, but one of the factors which
influenced the Government of India in determining the strength of the
Delhi police force has leen work in connection with the Sessions of the
Legislature and other special duties during the Delhi winter season. Last
year the total strength of the force was increased with a view inier alia
to strengthen the reserve. In Simla also the strength of the police force
in. the summer is based partly on the ceremonial and other duties required
to be performed. A small guard is provided from the local force with the
exception of a few sergeants who have been drafted in from outside for
the purpose.

(b) During the Delhi Sessions a proportion of the men have to be

§ withdrawn from their normal executive duties, and no doubt some of
them are on duty for longer hours than usual but the duty at the Chambers
is not continuous or arduous, though responsible, and compensation is
t'sﬁozided by lighter duties in the summer at Delhi and in the winter at

imla.

(c) Government are not aweare of any present necessity of changing
the e?sting arrangements but will make further enquiries. '

Hrpsaz PiLeriMs.

468. *Haji Wajihuddin: Are the Government aware of the sufferings and
hardships that Hedjaz pilgrims generally wnderwent last Haj season on
o their journey from Mecca to Medina?

( 8019 ) - .



3020 " LEGISLATIVE ASSEMBLY. [6TE MarcE 1923.

Mr. Denys Bray: Government are not aware that Hedjaz pilgfims gen-
erally underwent sufferings and hardships, but have heard with grave con-
cern that in certain cases Indiar pilgrims had legitimate cause for com-
plaint. ’

GOVERNMENT OF INDIA SECRETARIATS.

469. *Baba Ujagar Singh Bedi: (a) Is it a fact that all proposals for
additional staff required in the various Departments of the Government of
India are placed by the Departments concerned before the Finance Depart-
ment, for scrutiny and sanction, and that similar proposals emanating from
the Finance Department are sanctioned by the Department itself? '

(b) If so, do the Government propose to lay down that such proposals
emanating from the Finance Department, should be scrutinized by the
Home Department or some other Department before they are finally sanc-
tioned. -

The Honourable Sir Basil Blackett: (a) Yes.

(b) Such proposals are considered in that branch of the Finance Depart-
ment the business of which is to scrutinize proposals for new expendi-
ture. I have no reason to think that this branch scrutinises proposals
emanating from other branches of the Finance Department with any
less ‘care than in the case of prcposals emanating from other departments.
1 do not consider that the course suggested by the Honourable Member
would be likely to result in any economy.

- Hica CourT JupGESs.

470. *Khan Bahadur Saiyid Muhammad Ismail: (a) Will the Govern-
ment be pleased to state the number of Judges permanent and additional
sanctioned in - the High Courts of India including Burma?

_(b) Will the Government be pleased to specify their names and nation-
alities with the date of their appointments?

(c) Will the Government be pleased to state in how many High Courts
of. India there are Muhammadan Judges already appeinted with their dates of
appointment ?

(d) If, in case, there is no Mussalman Judge appointed in any of the
High Courts of India to state the reason why none has been appointed
" since 1921?

Mr. E. Burdon: (a) The total number of Judges in all the High Courts
in India, including Burma, is 75.

(b) and (c) The Honourable Member will find all the information he

requires in the various civil lists.

(d) The Honourable Member is referred to the answer which will be
given to part (a) of his next question.

JupGESs IN PatNa Hica Courr.

471. *Khan Bahadur Saiyid Muhammad Ismail: (a) Will the Govern-
ment_ be pleased to state the reason why no Muhammadan Judeof was
appointed to the Bench of the Patna High Court since the year 1921 per.
manently, also to state the reason and the circumstances under which
that Muhammadan Barrister who was appointed to officiate after Mr. Justice
Atkinson’s death yas not confirmed in 1920-21 and instead of cing
confirmed an Englishman was brought from Straits Settlements ?

v

his being
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(b) Is the Government aware that in the Patna High Court 2 Additionai
Judgeships have been created after Puja vacation and that out of the 2
appointments made, the claims of really qualified Muhammadan Members
of the Legal Profession have been completely ignored? 1If the reply be
in the affirmative, will the Government be pleased to give full reasons
for ignoring the claim of qualified Mussalman from seleetion?

(c) Is it a fact that one Mr. Abdur Quadir, Bar-at-law, who had already
acted as officiating Judge of Punjab High Court for several years had beer
made to resign? If the- facts be true will the Government be pleased to
state the real circumstances of such a contingency?

(d) Will the Government be further pleased to state who has been
appointed in the vacancy thus ceused?

Mr. E. Burdon: (a) Permanent appointments to the High Courts are
made by His Majesty under section 101 of the Government of India Act.

Courts of Justice ‘are not representative institutions, and the main con-_

sideration in filling up vacancies in high judicial appointments must always
be that of efficiency: subject to this the claims of Muhammadans no less
than those of members of other communities receive due consideration.
(b) The reply to the first part of the question is in the affirmative. As
to the second part of his question the Honourable Member is referred to
the answer given to (a) above.
(c) No. He left the Court on the termination of his appointment.

(d) Does pot arise. .

WORKING OF BENGAL AND NORTH-WESTERN RAILWAY.

472. *Khan Bahadur Salyid Muhammad Ismail: (¢) Will the Govern-
ment be pleased to state the control which they exercise over the Company-
managed and the Company’s own Railway called the Bengal and North-
Western Railway ? .o ‘

(b) Will the Government state if they are aware of the circumstances
under which this Company is causing serious inconvenience to the
passengers, by the unpunctual running of the trains without any
arrangement for the foodstuffs over the line befgween Katihar and Cawnpore
and its several other branches?

(c) Do Government propose to take any step t6 impress upon the Com-
pany the necessity, (1) of improving the Rolling Stock, (2) of making suit-
able arrangements for water supply and foodstuffs at every Railway
Station?

(d) Is the Government aware of the very serious inconvenience caused
to the passengers when crossing the river between Digha and Pahleza Ghats
owing to the absence of a platform and a passenger-shed at the newly con-
structed station at Digha Ghat which have been shifted from its original
position causing a very serious inconvenience to the frequent travellers
crossing the Ganges between Digha and Pahleza Ghats starting from Patna
Junction Railway Station?

(e) If the reply to the above be in the affirmative, will the Government
be pleased to state why the Railway Station Digha has been shifted from
its old situation?

(f) 1s the Government aware of the fact that while in Mokamah and

Bemaria Ghats, Bengal and North-Western Railway ferry stations, suffi- -

cient autolux lamps are provided for convenience of passengers,® none is
A2

\
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provided at Pahleza Ghat and Digha Ghat although steamers are plying
not less than 3 times between the two latter Ghats during the night and that
the absence of brilliant light causes serious danger to the passengers 1n
getting in and out of the Steamer?

Mr. C. D. M. Hindley: (a) The Honourable Member's attention is in-
vited to Appendix A of the Administration Report on Indian Railways,
1921-22, Volume I, copies of which are available in the library.

(b) and (c) The working of the Bengal and North-Western Railway
was recently the subject of a special enquiry by the Senior Government
Inspector of Railways, Circle No. 3, Lucknow, in conjunction with the
Agent, Bengal and North-Western Railway, and certain representatives of
the Bihar and Orissa and United Provinces Governments. The result
of this enquiry showed that the Railway Administration was paying
careful attention to the converience of the public and was willing to
meet all reasonable demands. The grievances which exist are chiefly
due to the fact that during th» war period it was extremely difficult to
obtain materials, and Government are satisfied that the Administration is
doing its best to bring the line ujp to a high standard.-

(d), (¢) and (f). Government have no information but enquiry will be
made.

TirEOOT STATE RAILWAY.

473. *Khan Bahadur Saiyid Muhammad Ismail: (a) Will the Govern-
ment be pleased to state the method and the system under which the
Tirhoot State Railway is being managed?

(b) Is the section under the direct management of the Government?
If so, what was its income between 1920 and 1922, and the consequent
expenditure in the upkeep and maintenance? If the section is not directly

mgna§ed how is it managed and what guarantee the Government pro-
vides? ’ .

() Will the Government be pleased to state the total number of high-
paid employees, with their nationalities, employed over the Tirhoot State
Railway; also to state how far and how long the management of the Bengal

and North-Western Railweg overlaps that of the Tirhoot State Railway
Bection? '

Mr. C. D. M. Hindley: (a) and (b). The Tirhut State Railway is managed
and worked by the Bengal and North-Western Railway Cor{'npany. a%‘ir
the terms of working the Honourable Member is referred to the History
of Indian Railways, a copy of which is available in the Library.

(c) The Bengal and North-Western Railway Company emplo -
jointly the higher paid staff required for this section allm)d Zheir gwg xflei;x
line. In regard to the concluding portion of the question the Honourable

refeénr?e? Z;l'u find full information in the History of Indian Railways already

Rorring STock o TiREHOOT STATE RAILway.

474. *Khan Bahadur Saiyid Muhammad Ismail: Will
be pleased to state if the Tirhoot State Railway maintains :.]113; g(c)l:er:tﬁg:
Rolling stock or the Bengal and North-Western Railway stock is Il)'unn' g
over the section? If the fact of the Bengal and North-Western Rail oy
. stock running over the section is true, will the Government be pl Waﬁ
to state the conditions under which they are utilised. plonse
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Mr. 0. D. M, Hindley: The Bengal and North-Western and the Tirhut
State Railways are worked as one system and rolling stock is provided and
worked in accordance with the requirements of the whole system. The
capital cost of the stock is allocated to the two railways in proportion to
their respective average gross earnings.

ConcessioN Tickers oN RaiLwavys.

475. *Khan Bahadur Saiyid Muhammad Ismail: (a¢) Will the Govern-
ment be pleased to state the reason and the circumstances under which the
concession tickets for the 1st and 2nd classes that used to be issued during
Poojah and Christmas vacations have been discontinued by the authorities
of the East Indian Railway?

(b) Will the Gqovernment state if such discontinuance of practices
requires sanction of the Railway Board in case of Company-managed Rail-
ways or the Company-managed Railways are themselves competent to
exercise such authorities?

(c) If the reply to the first part of (b) is in the affirmative, will the
Government be pleased to state the reason as to why such sanction has
been accorded?

1Y
{d) Do Government propose to take immediate step to direct the East
Indian Company to adhere to the old system of issuing return 1st and
2nd class tickets at reduced rates according to’the practice that was in
vogue a few years before and also to issue concession return tickets during
the Poojah and the Christmas holidays?

Mr. C. D. M. Hindley: (a) In. consequence of the abnormal condi-
tions caused by the War the concessions allowed during the Poojah and
Christmas holidays to 1st and 2nd class passengers had to be withdrawn.
The East Indian Railway Administration, however, granted this conces-
sion during the last Christmas-holidays.

(b) and (c) The grant and withdrawal of concessions of this kind are
within the competence of Company-managed railways.

(d) The Honourable Member is referred to the answers given to ques-
tions Nos. 145 and 292, on the 17th and 29th January, 1923, respectively.

RESERVED AccOMMODATION oN EasT INDIAN RArLway.

476. *Khan Bahadur Saiyid Muhammad Ismail: (a) Will the Govern-
ment be pleased to state if they are aware that the practice prevalent a
few years before in the East Indian Railway of reserving 1st class com-
partments by paying 8 fares and 2nd class compartments by paying 4
fares respectiveli,' .has been supplanted by charging actual fares of 4 tickets
in case of lst class and 5 tickets in case of 2nd class compartments, res-
pectively ? .

(b) If the reply be in the affirmative will the Government be pleased to
state the circumstances under which this change in practice has taken

place and-also whether such a change had been contemplated after taking
the approval of the Railway Board?

(¢) Do Government propose to issuc instructions to the East Indian
Railway to continue reserving 1st class compartments by paying & fares and
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2nd class compartments by paying 4 fares for the period of their contract
which will expire in December, 1924?

Mr. C. D. M. Hindley: (a) The reply is in the affirmative.

(b) The change was introduced with the approval of the Railway Board,
not only on the East Indian Railway but on all the other important
railways, and was one of the measures adopted to increase railway earn-
ings and to ensure the best use of the accommodation available in the
interests of the general travelling public.

(c) The reply is in the negative.

AcwoRTH COMMITTEE'S RECOMMENDATIONS.

477. *Khan Bahadur Saiyid Muhammad Ismail: Will the Government
be pleased to state how far effect has been given to the unanimous
recommendations of the Acworth Committee contained in Volume 1 of
their Report, also to state specifically if their recommendations, vide para-
graphs 156 to 172 of the Report re: the constitution of the Rate Tribunal
have been given effect to? If not, why?

Mr. C. D. M. Hindley: It is impossible to give a comprehensive reply
to the Honourable Member’s question. The Acworth Committee dealt
with the whole subject of Railway Administration and management and
their suggestions have been systematically considered and given effect to
wherever possible at once. A good many of their propogals involved,
however, large changes in policy and there are some cases, including the
recommendation regarding the constitution of a Rates Tribunal, still under
the consideration of Government. This question of establishing a Rates
Tribunal involves matters of very great financial and administrative import-
ance and it is not in the general interest should be hurriedly decided.

EuBarraTioN PoRTs For HaJis. .

478. *Khan Bahadur Saiyid Muhammad Ismail: Will the Government
be pleased to state as to what steps have been taken by them to
give effect to the promise made by Sir Henry Sharp last year during the
course of the debate over Haji Wajihuddin Saheb’s Resolution re: making
Calcutta the port of embarkation for the Hajis intending to go on pilgri-
mage to Hejaz? If no steps have been taken as yet in the matter, do
Government propose to expedite opening Calcutta as the port of embarka-
tion for the pilgrims going to Erak and to Hejaz?

i'l'he Eongurable Mr. A. O. Chatterjee: The Honourable Member is
referred to the answer given yesterday to a similar question put by Haii
‘Wajihuddin. e d g

Mr. K. Ahmed: Is there any likelihood of opening the Chittagong port

for the embarkation of pilgrims and other passengers who want &
to Hedjaz and other places? P 8 ° 8

The Honourable Mr. A. O. Chatterjee: I said yesterday, Sir, in reply to

a similar supplementary question that the supplementary question did not
arise. .

Mr. K. Ahmed: The question contained, Sir, the wording: *‘ do the
(:jrovemmeat propose to expedite opening Calcutta as the port of embarka-
tion for the pilgrims going to Eraq and to Hedjaz '’ ?
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- Mr. President: If the Honourabie Member wants information regarding
the port of Chittagong, he should put his question on the paper and then
he will get an answer.

PiLgriMs FOR JEDDA.

479. *Khan Bahadur Saiyid Muhammad Ismail: Will the Government
be pleased to state if it is a fact that at the port of embarkation at Bombay
the pilgrims proceeding to Jedda have been compelled to buy return
tickets? If it is so, to explain the reason and the circumstances?

The Honourable Mr. 4. C. Ohatterjee: So far as the Government of
India are aware no such compulsion is being exercised.

InFeCTIOUS DIsEAsSEs HospPiTAL oN KuTae Roap.

480. *Mr. W. M. Hussanally: (a) Is it a fact that the building at Delhi
on the Kutab Road, now used as Municipal Infectious Diseases Hospital
and through the compound of which the new road passes, was originally
& mosque?

(b) If so, when, under what circumstances and with whose permission
was it handed over to the Municipality to be used as a hospital ? -

(¢) Do Government propose to hand it back to Muhammadans to be
used as a mosque? '

The Honourable Sir Malcolm Hailey: (a) The building in question has
some times been described as a tomb, but is generally belleved to be a
disused mosque dating from the time of Feroz Shah.

(b) This derelict Nazul building was transferred by Government to the
Municipality in 1873, and put into order by that body for use as a Hospital
for patients suffering from Infectious Diseases. It has therefore been
used for this purpose for the last 50 years.

(¢) The Infectious Diseases Hospital can no longer be located on this site
because the new alignment of the Kutab road passes through the compound.
When the road works are completed it is proposed by the local authorities
to hand over this building, as well as another mosque and tomb in the
same compound, to a responsible local Muhammadan Association which
already administers several mosques, if the Association will accept the
charge.

INFEcTIOUS DIsEasg HospiTAL, DELHI -

481. *Khan Bahadur Saiyid Mubammad Ismail: Is the Government
aware that there exists in the town of Delhi on the Pahargunj road a Hos-
pital for the infectious diseases owned by the Municipality which is situated
in a building resembling an old mosque, an Imambara or a shrine
and is surrounded by a graveyard? Will the Government be pleased
to make a statement after necessary enquiry as to the origin of this build.
ing and also as to how it was used before its present occupation by the
Delhi Municipal Infectious Diseases Hospital?

The Honourable Sir Malcolm Hailey: The ‘Honourable Member is
referred to the answer just given to Mr. Hussanally’s question.

L]



UNSTARRED QUESTIONS AND ANSWERS.

FSTABLISHMENT OF OFFICE OF CONTROLLER, MILITARY AccounTs, MEERUT.

999 Mr. Mohammad Yamin Khan: Will the Government be pleased
to give information as to the following matters—

(¢) How many candidates did pass in'the departmental examination
held on 5th November, 1921, for appointments as clerks in
the Controller’s Military Account, Office, District Meerut?

('b) When and at how much salary was the person who stood first
appointed ?

]
(c) When and at how much salary were the persons who stood 2nd,
3rd, 4th and 5th sppointed respectively?

2. Is there any difference in pay of European and Indian clerks in the
Department mentioned in the preceding question?

3. Up to what time have the clerks to work in the Controller's Military
Accoqnt Office, District Meerut?

The Honourable Sir Basil Blackett: (a) 186.

. (b) On Rs. 50 per mensem from 3rd December 1921.

(c) The individuals who stood 2nd and 5th at the examination were
_elready in Government employ as temporary clerks and were confirmed
from 1st March and 1st April 1922 on pay at Rs. 80 and Rs. 70 per mensem
respectively. Those who stood 8rd and 4th are employed as temporary
clerks on Rs. 50 each per mensem.

2. The reply is in the negative.

8. Working lours have recently been changed from 10-30 a.M. to 6 p.M.
to 10-30 a.M. to 5 p.M. :

BueMAa MEeAT TRADE.

223. Lala Girdharilal Agarwala: (a) Is the Government aware that the
United Provinces Legislative Council and the Central Provinces Legislative
Council have passed Resolutions to stop the Burma Meat Trade?

(b) Whether the Government of India have approved of those Resolu-
tions and from what date effect has been or will be given to either of them?

Mr. J. Hullsh: (a) Yes.

(b) It is not known what action, if any, was taken by the Government of
ihe United Provinces on the Resolution passed by the United Provinces
Iegislative Council. The Government of India did not take any action
_1n the matter.” As regards the Resolution passed by the Central Provinces
Legislative Council, the Government of India suggested to the local Govern-
ment that action might be taken under the Central Provinces Slaughter of
Animals Act, if they considered it desirable or necessary to do so. The
Central Provinces Government have taken the requisite action under that
Act—wvide the Rules published on pages 565 to 568 of the Central Provinces
Gazette, Part I, dated the 8rd June 1922. These Rules probably- took
effect from.the date of their publication viz., the 31st May 1922 but the
Government of India have no definite information on the subject.
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INDIAN CATTLE WEALTH.

224. Lala @irdharilal Agarwala: Have the Government taken any steps
or do they propose to take any in the near future to protect and improve
the cattle wealth of India? :

Mr. J. Hullah® The matter is primarily one for the local Governments,
whose atteation has been drawn to the importance of the matter.

IMPROVEMENT OF CATTLE.

225. Lala @irdharilal Agarwala: Do the Government propose to under-
take any legislation for protection and improvement of cattle in India?

Mr. J. Hullah. The answer is in the nega;tive.

SLAUGHTER OF CATTLE.

226. Lala @irdharilal Agarwala: What safeguards if any are at present
provided in India by any law or rule against indiscriminate slaughter of
cattle, especially pregnant animals, animals in milk, and prime’ cattle?

Mr. J. Hullah: The Honourable Member is referred to the. Central
Provinces Government’s Notification No. 1236-955-XTIII, dated the 31st
May 1922, which appeared in the Central Provinces Gazette of the 3rd June
1922. The Government of India have no information of any other regula-
tions on the subject but they shall try to secure all available information in
regard to it.

CATTLE IMPROVEMENT BILL.

227. Lala Girdharilal Agarwala: Will the Government be pleased to
lay on the table for the information of the House my last Cattle Improve-
ment Bill and the letter of the Government as a result of which 1 was
prevented from asking leave of the House for its introduction?

Sir Henry Moncrieft Smith: The Honourable Member is referred to the
answer given on the 1st February last to Babu Ambica Prasad Sinha’s
unstarred guestion No. 132.

GOVERNOR GENERAL’S ASSENT TO BILLS.

- Mr. President: I have to acquaint the Assembly that His Excellency
the Governor General has been pleased to give his assent to the following
Bills passed by both Chambers of the Indian Legislature :

The Malabar (Completion of Trials) Supplementing Act, 1923.
The Cottoa Transport Act, 1923.

The Indiaa Mines Act, 1923.

The Indian Boilers Act, 1928.

The Indian Factories (Amendment) Act, 1923.

The Indian Naval Armaments Act, 1923.

The Indian Paper Currency Act, 1923.

The Repealing and Amending Act, 1928.

The Cantonments House Accommodation Act, 1923, and
The Workmen’s Compensation Act, 1928.



MESSAGE FROM THE COUNCIL OF STATE.

Secretary of the Assembly: Sir, the following Message has been: re-
ceived from the Secretary of the Council of State: :

““ I am directed to inform you that the Louncil of State has at iis meet-
ing held on Monday, the 5th March, 1923, agreed without any amendments
to the Bill further to amend the Married Women’s Property Act, 1874,

which was passcd by the Legislative Assembly on the 15th of February
1923.” '

Mr. President: I appoint for the purposes of to-day’s debate a period
of 15 minutes for each speech.

GENERAL DISCUSSION ON THE BUDGET. *
FIrST STAGE—CONtd.

Sir P. S. Sivaswamy Aiyer -(Tanjore cum Trichinopoly: Non-Muham-
madan Rural): Sir, last year I presumed upon your forbearance and the
kindness of the House and wearied the House with some detailed criticism
of the Military expenditure. I do not propose to repeat that course this
vear. I have n» intention of occupying the attention of the House for
more than a very few minutes, and it is due for two reasons. In the first
nlace, ill-health has prevented me from examining the Budget with any
care. In the second place, the Inchcape Committee has done its work
so well and so thoroughly that it would be a work of supererogation to go
cver the same ground. I desire to associate myself with the tribute of
praise that has been so deservedly paid to Lord Inchcape and his collea-
gues for the splendid work they have done on the Retrenchment
Committee, for the thoroughness and promptitude with which they have
done their work. But whatever the intrinsic merits of their recommenda-
tions might have been, they would have lost very greatly in value but
for the concurrence of His Excellency the Commander-in-Chief. I con-
gratulate Lord Incheape and his colleagues and I congratulate the House
on the fact that the Committee have been able to secure the whole-
kearted co-operation of His Excellency the Commander-in-Chief in the
work which ihey have done on the Retrenchment Committee and in the
recommendations which they have made. 8Sir, last year I did not refer to
one or two tlungs to which I might have referred. One is the question
of the Indianisation of the auxiliary services as a possible avenue of
retrenchment I did not dwell upon it for the reason that I thought
that the fruits of that policy in the way of retrenchment would be rather
gradual and slow. But I think 1t high time that that question should be
examined. It is a matter of regret that the question of the admission of
Indians to tihe auxiliary services—a question upon which this House
passed a Resolution when considering the report of the Esher Committee—
should be still under the consideration of the Imperial Government. 1
remember reading in the papers an answer given by Mr. Burdon to a
question put to him as to what had been done upon.the Resolutions
passed by this House in 1921 on the Esher Committee’s report. The
net result of the answer, as I gathered it from the papers, ‘was that upon
those Resolutisns which did not count, this Government had been able to
secure the orders of the Government at Home, but on anything that
really did matter, «t was said to be still under correspondence. I must
cxpress my very great regret at the delay which has taken place in this
matter. We all recognise the great difficulty there is in breaking the
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ice—I would say the huge ice barrier of War Office conservatism—but I
dc hope that H¥% Excellency the Commander-in-Chief will use every
means in his jower to press this question again and again upon the
attention of the Imperial Government and not desist until he obtains.
favourable orders. It is one of those matters—upon which our Resolutions.
were passed with the entire concurrence of His Excellency the Command-
er-in-Chief, and with the approval of the Government of India, and
it is a matter of great disappointment to me—and I am sure to the whole
Assembly—that upon a matter like this there should have occurred this
unconscionable delay of over two years in coming to & decision. I hope it.
may be possible for His Excellency to signalise his term of office by
announcing the decision to give effect to these Resolutions and by making-
au effort to carry them into effect. Some of these recommendations which
the Inchecape Committee have made may possibly have caused His Excel-
lency the Comrmander-in-Chief some searchings of the heart, but I ventured.
on the last occasion to appeal to His Excellency as a statesman and I
am glad to find that His Excellency has not been slow to respond. He
has co-operated in a most whole-hearted fashion with the Retrenchment:
Committee. But even a layman like me cannot reconcile himself to all
the proposals for retrenchment which the Inchcape Committee have made.
Some of my colleagues on the non-official side will perhaps be surprised to.
hear this note of disapproval. The question to which I wish to refer is the
proposal to effect a retrenchment in the matter of providing improved
accomnmodation for the Indian sepoy. There were proposals under con-
cideration for reconstruction and improvement of the Lines of the Indian.
sepoys. I have seen several of these barracks and Lines myself on the.
way to Khyber, at Peshawar, at Rawalpindi and other places, and I may
say that some of us take better care of our horses than the Government
of India takes of the Indian soldier. They live in miserable quarters.
through which the burning rays of the sun or the burning winds or the
cold of the winter pierces, in huts with thin walls and thinner roofs open
to all the inclemencies of the weather. I know that one of my colleagues
here suggested that it was a training in endurance for our troops. Logi--
cally it should be carried to the point of having an army of emaciated
saints, but I do not think that that is a sound policy. If you want to-.
make good use of your soldiers as fighting men you must keep them in
good condition; and it is not the way to get the best value for your money
or the best service you can for the country to expose your soldiers to the-
inclemencies of the weather, hot or cold, or to make them suffer such
privations and hardships. The Ihchcape Committee proposes that you.
should revert to the old arrangement of hutting grants, a system which I
have no doubt must have been obviously unsatisfactory and must have
been given up on that account. It is somewhat liks the silledar system
in the Indian Cavalry which has been abandoned. The system is bound:
to result in-very unsatisfactory housing conditions. I was rather sorry
therefore to read this recommendation but I reconcile myself to it on the
ground of hard times, and I do hope that when our finances improve this:
question of the reconstruction and improvement of the sepoys’ lines will
be one of the first to engage the attention of the Government and to
receive the sympathy and support of this Assembly.

Another matter in which 1 should like His Excellency to use all his
influence and bring it to bear on Headquarters is that of an equitable,
if not a lenient, adjustment of the capitation charges whichs have risen
to an amount nearly three tiines what they were before the War. We are-
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well aware that prices have risen though during the last year or so there
has been a tendency to a slight fall. But the rise in the capitation grant
even to £25, which I believe is the latest provisional ratc adopted is some-
thing which goes very much to swell our non-effective charges, if I may
perhaps call them so, and goes o swell our military expenditure. It is
that which induced my Honourable friend Sir Dinshaw Wacha to move
Lis proposition for the reconsideration of the Army amalgamation scheme
in the other House; I do not believe that the annulment of the amalgama-
tion scheme will effect any greater economy in the recruitment of soldiers.
While I do not share that view I feel that this question of the capitation
charges is one which hus to be hammered at and hammered at till we get
an equitable, if not a lenient, adjustment of the charges. I hope that m
view of the vaiue which England derives from the experience acquired by
her soldiers in India under diverse conditions and the improvement in their
fighting qualitics, if not in view of our financial condition, the Imperial
Government will find itself able to take a broader view of the question and
effect a more satisfactory settlement, I mean satisfactory to us.

Sir, I now proceed to make a few observations upon the question of the
policy of leaving dn uncovered deficit. Speaking for myself, I do not like
this policy of leaving an uncovered deficit, and I do hope that the House
will not be inclined to follow the course ‘which it adopted last year as a
rough and ready expedient for bringing pressure to bear on Government for
the purpose of enforcing economy and for the purpose of bringing about
measures for retrenchment in our expenditure. But there are two ways
of avoiding this policy of deficits. The first way is to avoid a deficit
zltogether or to minimise it. The other way is to cover the deficit. The
Finance Minister t6ld us that the recommendations of the Inchcape Com-
mittee had not all been received, that the last instalment was to be
received only after the presentation of the budget, and that they had not
bad time to fully consider all the recommendations. I hope that the interval
that has intervened since the presentation of the budget and will intervene
before the date when the Finance Bill will come on for consideration will be
utilized by the Honourable the Finance Minister for the purpose of explor-
ing every possible avenue of retrenchment, every possible direction in
which it may be feasible to bring the Incheape Committee’s proposals into
<effect in the course of 1923-24. This would be the most satisfactory
method of avoiding the policy of uncovered deficits. The next thing is
‘that, if there is an unavoidable deficit, it has to be covered somehow. It
¢ unfortunate that the Finance Minister should in his inexperience of
rublic opinion in this country, though I am sure he has been assisted by
his colleagues in this matter, have thought of resorting to the enhancement
of the tax on salt. I hope that the Government will not persist in
pressing for this form of taxation. In theory a tax upon the necessaries
of life is objectionable; politically it is most unwise. 1 hope therefore the
‘Government will discover some other expedient. I remember it was said
by my friend the Honourable Mr. Innes on anothar occasion that the salt
*sx had always been looked upon as an ultimate reserve. But there are
many powers which you have in reserve which vou can never think of
using. Could anybody dream of imposing a salt tax in England, or of
reviving the window tax or reviving the hearth tax? Of course the British
Parliament, is constitutionally omnipotent; it can do anything; there are
many things which we can theoretically do but which are not practical
pulitics.  Well, fcrtunately or unfortunately, the salt tax will have to be
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looked upon as no longer available for enhancement in the financial scheme
of this country. There are many tbings which it is theoretically possible
to do, but which are not practicable. To give an analogous case, though
not in the sphere of taxation, it is possible for you to reduce the suffrage,
but you can never think of raising it again. The question is not so
much whether the salt tax will be such a burden upon the consumer that
he cannot bear it. It may be or may not be; it is not necessary for me
tc say whether this one anna per head per annum is going to be the
last straw upon the camel’s back or not; but it is one of the accepted
axioms of politics in this country that the salt tax is an odious impost,
and the result of a resort to this piece of taxation will be that the Govern-
nient will lend a handle to the agitator, and it is not always the wisest
thing to ignore the agitator. We have sometimes to take account of his
doings and their probable reactions on the public. I hope therefore that
the Government will not persist in proposing this method of covering their
deficit. Let them think of something else. It may be said, ‘‘ well, we have
explored other ways, our resources are limited, this is the only thing we
can do; can you propose anything constructive?’ I confess that in my
present state of health it is beyond my effort to think of something else.
Perhaps it is a fault, but I am sorry I cannot suggest anything. But I
daresay the Finance Minister with all the experience he has acquired in
the Treasury, and his colleagues with their large administrative experience
:ivill be more fertile in suggesting expedients-than it is possible for me to
0. .

His Excellency the Commander-in-Chief: In the altogether excep-
tional circumstances under which this year’s budget has been presented
it is hardly necessary for me to give a detailed exposition of the military
estimates for 1923-24. The basis on which these estimates have been
framed is already known to Honourable Members of this House from the
Report of Lord Inchcape’s Retrenchment Committee and from those
portions of the Finance Member’s speech of the 1st of March which
related to military expenditure. I do not propose therefore to deal with
various individual criticisms and queries which have been made by pre-
vious speakers in this discussion, except to say that the suggestion of
one Honourable Member that the Commander-in-Chief still has several
crores of rupees in his pocket ready to take the place of the salt tax is
a surmise entirely without a shadow of foundation. Another Honourable
Member referred to the possibility of reducing the military budget in the
future to 50 crores, as was envisaged in one of the paragraphs of the
Inchcape Committee’s Report. I should like, however, to emphasize
the fact, stated in that Report, that the Commander-in-Chief did not
subscribe to this recommendation—and I may add that it is unlikely that
he will do so. I am sorry that I was not here this morning in sufficient time
to hear the commencement of the speech of my@Honourable friend sitting
on the opposite bench (Honourable Sir P. S. Sivaswamy Aiyer), but I
did hear two suggestions made by him, one in reference to the improve-
ment of the barracks for Indian soldiers, of which he has some know-
ledge, and in which I am in entire agreement with him, the other in
which he referred to the capitation grant, and again he has my entire
sympathy, and I quite agree that the present temporarv arrangement
under which the sum has been agreed upon as between the Imperial and
the Indian Government is not satisfactory, and I shall use my best endea-
vours to bring about a final and equitable arrangement. Now I will con-
fine myself in what I have to say to-day to the larger ifsues of this
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problem, and in the few observations that I propose to make, I will endea-
vour to explain, for the information of this House, the considerations of
general policy, military and otherwise, which have rendered possible the
economies which are now contemplated. Speaking broadly, the Army
estimates of 1923-24 represent the consolidated work of the past year.
That time has been largely devoted to a searching investigation of the
possible reductions in military expenditure. This House is aware that
last summer the Government appointed a Committee under the presi-
dency of my Honourable colleague Mr. Innes to examine the question of
reducing the cost of the staff at Army Headquarters. This Committee
was followed by the Braithwaite Committee appointed in the autumn for

the purpose of recommending economies in the Quarter Master General’s )

Services, and also for the purpose of preparing material for the more com-
prehensive inquiry which Lord Inchcape’s Committee was about to under-
take. The Braithwaite Committee included in its numbers Lieutenant-
General Sir Walter Braithwaite, then the Commander-in-Chief of the
Western Command, Honourable Members representative of both Houses,
both this House and the Council of State, and Lieutenant-General Sir
Walter Campbell, who has just been appointed Quarter Master General.
The composition of the Committee in itself is evidence of the thorough-
ness with which the Government were determined to attack the question
of retrenchment in the great spending departments of the Army, and I
should like to take this opportunity of acknowledging the great value of
the work that these important Committees -performed with great skill and
aunderstanding and in a remarkably short space of time.

Finally, of course, we have had the inquisitions of Lord Inchcape’s
Committee in which the proceedings and recommendations of the two
previous Committees have been merged. Now, I must assume that
Honourable Members of this House have made themselves acquainted
with fhose portions of the Retrenchment Committee’s Report which deal
with military expenditure. Those who have done so will realise that. the
reductions proposed are real and substantial, that the whole field of mili-
tary expenditure has been thoroughly explored and that a considerable
reduction in the number of fighting troops, both British and Indian,
stands in the forefront of the Committee’s recommendations. I think I
have on a previous occasion impressed on this House that no considerable
reduction in military expenditure in India could be effected without
-cutting down the number of fighting troops. Last year I told the House
‘that under the conditions then prevailing I could not agree to a reduec-
tion in the fighting strength of the Army and I gave my reasons for 'hold-
ing this view, On the present occasion you will find it stated in the
Report of the Retrenchment Committee that the reductions in military
expenditure include redugtions in troops, and that this has been generally
-accepted by myself. It may be thought by some that my present atti-
tude is inconsistent with that which I felt bound to adopt last year. I
wish, therefore, to make it quite clear that, in giving my general concur-
rence to the Retrenchment proposals, I have been influenced prima.lriry
by the financial considerations which must have an important bearing in
determining the general policy of the Government. The Finance Member
has described very graphically the perils and the dangers of our financial
‘position, and I have been greatly impressed by the paramount need of
balancing our Budget this year. I further realise that conditions, both
internal and external, have much improved during the past twelve months

-
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and that we are justified in taking risks which we should have been wrong
to incur a year ago. At the same time, I do not, and cannot, admit that
the Army is either too strong or too efficient for the needs of India. The
equipment of the Army has not yet reached the standard of completeness
which this Assembly by a Resolution passed in connection with the Esher
Committee’s Report itself postulated. Again, I do not admit for ome
moment that the military expenditure of the recent past has been
unnecessarily high, and I should like to refer the House in this connection
to the observations which the Retrenchment Ccmmittee themselves have
made on that point. In paragraph 3 of Lord Inchcape’s Report the fol-
lowing remarks will be seen:

‘“ We apprgciate the great difficulties with which the military authorities in India
lave had to contend during the transition period from war to peace conditions, when
large armies had to be demobilised concurrently with re-organisations undertaken in
the light of the lessons of the war. Hostilities with Afghanistan and operations on
the frontier intervened whilst demobilisation was in progress and the growing cost
of the Army coupled with the deterioration of the general financial condition of the
country have more than once necessitated complete revision of the schemes proj
for the future composition, organisation and distribution of the Army in India.”

I recognise, on the other hand, that India’s first necessity is to achieve a
balanced Budget and that no substantial advance can be made in other
departments of the State until the financial position has been stabilised.
There are times when risks must be taken. The reductions which have
been proposed and to which 1 have agreed do involve a certain degree of
risk from an exclusively military point of view, but they are risks which,
in my opinion, the Government are justified in taking when confronted
with the financial disaster which an unbalanced Budget would force upon
this country. I can confidently say with a full sense of my responsibilify,
as Commander-in-Chief that the risk is one that, in the circumstances,
I am prepared to advise the Government of India to accept. The House
will appreciate and is well aware of the marked improvement that has
taken place in India during the last -twelve months both in the external
and in the internal situation, and I may remind the House of what I im-
pressed upon them last year, namely, that, before I could conscientiously
recommend a reduction in our military forces, there must be a definite
and a permanent cessation of violent civil disorder. A great change for
the better has taken place and we are in a very different position now
compared with 1921-22, when the Moplah rebellion had only just been
quelled and the Government were faced with possibilities of serious dis-
turbances elsewhere. It will not be necessary for me to detain the House
by any technical comment on the details of the retrenchment to which
I have given my general agreement. The facts and proposals which will
chiefly interest Honourable Members of this Assembly are clearly stated
in the Retrenchment Committee's Report, and a further discussion of
them on this ooccasion would serve no useful purpose, more particularly

as it is only the reductions in infantry which have received the approval
of His Majesty’s Government.

The proposed reductions in Cavalry and Artillery are still under %ton-
sideration, and no definite conclusions have yet been arrived at. There
is, however, one point of special interest and importance which I would
wish to emphasise strongly. If the reductions contemplated are carried
into effect they will leave practically unimpaired the fundamental orga-
nization of the Army in India. This organization has been introduced
since the War in the light of the lessons learn$ during the War.. In colla-
boration with the Retrenchment Committee I have aimed at a reduction
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of a kind which will give the maximum saving of expenditure and do the
least possible harm to our military machinery of defence. Obviously the
preservation of the fundamental structure of the Army in India is a
matter of vital concern both to India as a whole and to the representa-
tives of India in this House. If the structure remains, it is always pos-
gible to add to it and to reinforce it in case of emergency.

I should like to take this opportunity of assuring the House that the
present organisation of the Army in India is highly efficient and is one
of which India may be justly proud.- I say this deliberately; gnd I would
add that the system is the result of the devoted efforts of the most effi-
cient body of Staff officers that the Indian Army has probably ever
possessed at any period of its history—officers who have been trained
during the War, whose capacity was proved in the War and who are
imbued with the lessons of the War. The passage I have already quoted
from the Retrenchment Committee’s Report indicates very clearly the
difficulties which they have had to surmount, and the condition of The
Army in India to-day redounds very greatly to their credit. I have seen
unmistakeable evidence of it myself recently in the inspections of troops
both on the parade ground and under training. The standard of efficiency
has shown a very marked improvement since I came to India some two
years ago, and if further evidence were required it is to be found in the
results which British and Indian troops on field service have recenfly
achieved in Waziristan.

In conclusion I would aay one further word on Waziristan. Last year
I referred to the halo of doubt and uncertainty which obscured the situa-
tion in that part of the Frontier. I hazarded the opinion that the solu-
tion of that difficult problem lay in the subjugation of the Mahsuds by
force of arms and the construction of roads through their country. This
policy has been and is being carried into effect, and there are definite ip-
dications—I cannot say more at the moment—that as & result the object
of our policy will be achieved at no very distant date. If a final settle-
ment can thus be effected, and I have every hope that it may, we shall
be able to withdraw our military forces during the coming autumn, leave
‘the control of the country in the hands of our Frontier Political officers
and thus effect & very considerable saving in our next year’s Budget.
But in the meantime we shall have built our roads and thus be in a posi-
tion rapidly to support the Scouts and Khasadars and assist the friendly
section of the tribes in case of trouble. Mr. Bray has already explained
to you very fully the details of the situation and the general policy of the
Government. I need therefore say no more, except that in my view there
is a reasonable hope of peace in this turbulent country and a considerable
reduction in our financial commitments. I hope the House will weigh
carefully the considerations which I have tried very briefly to place before
then? and will appreciate the efforts which the Government and their
military advisers have made at the first propitious opportunity of redue-
ing the bturden of military expenditure. We have effected it without
sacrificing the essential requirements of Indian defence; but a limited
degree of risk is involved. The improvement in the internal and ex¥er-
nal conditions of the country is such that in my opinion the Government
1(30 }]lustlﬁ)ed'm accepting that. risk in order to attain financial equilibrium.

eers.) - ’
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Mr. T. V. Seshagiri Ayyar (Madras: Nominated Non-Official): Sir,
the Honourable the Finance Member has been congratulated so often
that it is not necessary to add to the volume of the praise bestowed on
him. My own, Sir, is rather a personal one. I congratulate him upon
the anxiety he has shown to grapple with a difficult problem, upon the
spirit which has animated him and upon the skill with which he has
brushed aside many a difficult problem. Sir, this is not the time Ior
bestowing praises when you have only fifteen minutes to deal with the
whole situation; therefore I shall proceed at once to speak on some of the
subjects which I intend placing before the House.

Before I proceed further, Sir, I must express the disappointment
which is felt on this side of the House regarding the failure of Govern-
ment to appreciate the endeavours of the mnon-official Members to set
right the finance of the country. Sir, last year, notwithstanding ridi-
cule, notwithstanding contempt poured upon us. some of my friends very
valiantly pleaded for retrenchment, pleaded that the time had come when
the overburdened offices of the Government should be shred of some of their
officers. It was in consequence of that plea, I take it, that the Inchcape
Committee was appointed, and therefore, Sir, it would have been but fair
if the Government had recognized the efforts made by us to relieve them
from a very embarrassing situation. No doubt, Sir, we find our reward
in the Report of the Inchcape Committee; but it would have come very
gracefully from the Government, if they had recognized that we had done
our best to assist the Government out of a very difficult situation.

Sir, what do we find in reading the Report of the Inchcape Com-
mittee? That since the year 1913-14 the expenses of manning the various
establishments have gone up over 100 per cent. in almost every depart-

‘ ment of the State. If you look, Sir, at the military expendifure, you
will find that there the expenses have gone up from 1913-14, in 1920-21
by 120 per cent. In the case of Railways, it is over 90 per cent. ILn the
General Administration it is 90 per cent. In the Civil administrative
idepartments it i8 100 per cent. Even as regards the Ecclesiastical
department the expenditure has gone up by 75 per cent. Sir, if time were
given us fo discuss the Report of the Inchcape Committee, we are con-
fident that we shall be able to show that the cuts should exceed far beyond
the 19} crores which the Committee have recommended; because the

12 Nooy, Teport shows that there are many avenues -fér effecting re-
** trenochment which have not been touched by the Inchcape
Committee. Before I take leave of the Inchcape Committee's report, I
should like to point out one thing which the Committee has done and
with which I do not think the House will find itself in agreement, and
that is as regards the recommendation to cut down expenditure in the
nation-building departments. As regards education and as regards some
of the departments which are absolutely necessary for the progress of the
country, there ought to be no attempt made to reduce expenditure; Tor
example I am told that the expenditure relating to the Hardinge Medical
College is to be reduced by a lakh of rupees. T think it would be a most
seriouis thing to do, and T do not think the House will tolerale or that
the country will tolerate the cutting down of expenditure in that depart-
ment. ’

As regards the military, Sir, I would like to say a few worda. = Yester-
day we listened to'a very eloquent—I think it was too eloquent for this
House—but a very eloquent speech from the Honourable Mr. Bray, and

B
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o day we have had a well-balanced and a carefully thought out utterance
from His Excellency the Commander-in-Chief. If I have followed the
utterances of these two responsible officers, and if it is possible for an
arm-chair politician to join issue with such great experts, it seems to me,
Sir, that they do not realise that there is a possibility of cutting down
expenditure beyond those which the Inchcape Committee have recom-
mended. His Excellency the Commander-in-Chief read out to us paragraph
8 of that Report. May I with his permission and with the permission
of the House draw attention to the 4th paragraph in the same report?
This is what the Committee say there:

*“ The expenditure which has been incurred in the past may have been inevitable,.
but the question is whether India can afford to maintain military expenditure on the
present scale as an insurance against future eventualities. In our opinion the repeated
huge deficits of the last few years in spite of the imposiiion of heavy new taxation
Lave made it abundantly clear that India cannot afford this expenditure.”

Sir, nothing can be more moderate, nothing can be more sober than
this condemnation of the huge military expenditure which this eountry
is shouldering. In peace time, when everything is normal, it is not neces-
gary to finance this huge military expenditure; az my friend Mr. Ranga-
chariar put it—an expenditure which costs you 50 per cent. of the income
of the country. I think, Sir, that His Excellency the Commander-in-
Chief and the Government at Home and the Government here should
devise-means by which a great deal more of this expenditure can be use-
fully cut down; I hope His Excellency the Commander-in-Chief will apply
his mind to further cutting down the expenditure, so that this country
may not continue to groan under this heavy burden which is sure to starve
every other department of the State.

. Sir, yesterday the Honourable Mr. Bray said that statesmanship abhers a

vacuum and, if I followed him rightly, he seemed to suggest that it was.
the intention of the Government to civilise the Afridis. Now, Sir, if
that is the settled policy of the Government, it is desirable that the
House and the Government should realise what it would land us in. If
you are going to fill up the vacuum, you will huve to fill it up by uptold
sums of money and by the sacrifice of innumerable lives .o

Mr. Denys Bray (Foreign Secretary): If I may venture to interrupt,
Sir. When I referred t« the filling up of the vacuum I did not refer to
ﬁllling up of the vacuum by a forward policy. I thought I made it perfectly
clear.

Mr. T. V. Seshagiri Ayyar: The Honourable Mr. Bray says that it is
rot a forward policy that he advocated ; but if I heard him rightly, he first
said that there was one kind of forward policy which would go up to the
borders of Afghamistan ; he then said there was another kind of forward policy
which meant civilising the Afridi. I think he said that, if I remember
aright. Now if you are going to civilise the Afridi—I mean the Mahsuds—
the result of it will be that this country will have to bleed white to the
whitest limit. T think you will find that you will have to starve expenditure
in every department of the State, if your scheme of civilising the Mahsud
is to be taken in hand, and therefore I hope the Government will realise
that it is impossible to proceed further in the path of civilising the Mahsud.
I think some attempt ought to be ‘made o cu$ down military expenditure
in that direction. R C R ‘



GENERAL DISCUSSION ON THE BUDGET. 3037

Sir, there is another matter on which I should like to say only a word,
and that is this: the Inchcape Committee has drawn attention to the fact
that by bringing in the new Deparsment of Railways, there will have to
be a readjustment of the portfolios in the Government of India. I am
glad the Inchcape Committee have not recommended the creation of
another office, because that would be intolerable. I take it that the object
of that Committee's report is that the existing offices should be read-
justed. There may be eight Executive Councillors, not nine. If that is
going to be undertaken—and I am quite sure it is going to be—I would
ruke a suggestion, namely, that some of my Indian friends who are in
the Executive Council may be trusted to discharge the duties of some of the
edministrative posts under the Government of India. I find sitting here
day after day, the Honourable Mr. Innes, the Honourable Sir Malcolm
Hailey and the Finance Member who are growing thin by the heavy work
they have to do, and I find that my friends, the Honourable Mr. Chatterjee,
the Honourable the Law Member and the Honourable Mr. Sarma are
growing fat from want of work; and I think it is time that Government
so arranges their work that one section may not grow thinner and the other
fatter. The thinner men should have more rest than they enjoy. That
is a suggestion which this part of the House is anxious should be conveyed
to the Government and I am quite sure it will be considered.

There is_one other matter which I should like to touch upon and that
i¢ railway policy. 8ir, I would like to give the House some figures. Since
1858, in consequence of having to pay guaranteed interest, this country
up to the year 1900 disbursed from the general exchequer something like
Rs. 77 crores. From 1900 onwards there have been sdrpluses which
resulted in giving to the country about Rs. 66 crores—I think my figures
are correct—and there is still a deficit of Rs. 11 crores to make up.
That is to say, the country has had to pay about Rs. 11 crores from the
general exchequer-so far as railways are concerned. Since the year 1921
and 1922 the income has again shown a tendency to g6 down and the
result, I believe, is there was a deficit last year and there will also be a
deficit this year unless some attempt 18 made to cut down the expenditure.
Ar I said the expenses have gone up by more than 90 per cent., and 1t
is desirable that a serious attempt should be made to cut down that
expenditure. In this connection I may draw the attention of Govern-
ment to the fact that in other countries some attempt has been made to
reduce the rate of third class passenger fares. In England when they
found that the income was not up to the mark, what they did was to
reduce the fares; and I found the other day that in Mysore when they
found that the income was going down they were going to reduce the
passenger fares. I hopa the Government will do something in the same
direction. After all one must remember, although as was recommended
by the Inchcape Committee it is desirable that cur railways should bring
in an income of 53} per cent. on the capital outlay, that it is a public utility
department; we have to manage this department in the best interests of
the people who have to travel; that ought not to be forgotten, and 1 dare
say that if we keep this in mind and reduce the passenger fares we will
find that our income is larger than ic is ai present. This is a matter, Sir,
to which the Honourable Mr. Innes will have to give his attention. One
other subject more, Sir—I am not. looking at the clock, but I am looking
at the face of the President, and that is an index that my time is almost
up—there is one more matter, Sir, on which I should like to say a word,
sud that is this. When the Honourable Bir Basil Blackett wa8 appointed
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to his responsible post, there was a feeling in this country that on the
question of exchange he was going to bring a fresh mind to bear and that
he would settle the difficulties with which India had been confronted for
a long time as early as possible. But his speech in introducing the Budget
has been receivecé with great disappointment all over the country on this
subject. We liuve had what is called a settlement of 2s. exchange for
a long time. "hat has been found to be altogether unworkable. Two
‘years ago, Sir, in Bombay it was said that the merchants were not able
to meet their commitments and that they were behaving dishonestly.
The truth is that there has been such a fluctuation in the exchange that
without being reduced to bankruptey it was impossible for these merchants
to have met the commitments into whieh they had entered. Commercial
morality is surfering, the country is suffering and everything is being
dislocated ; a serious attempt must be made to stabilise exchange. 1 think,
Sir, the time is very propitious for undertaking that step, and with the
ripe experience which Sir Basil Blackett has upon this matter, I hope he

would take upon himself at the earliest rossible opportunity to settle this
difficult question.

Sir, I wish t: say a word more generally upon the various recommenda-
-tions of the Inchcape Committee. As I began by saying if one reads the
report, it would be abundantly clear that they have not given attention to
all the possible modes of effecting retrenchment in the country. It is
felt on this side of the House that if, in carrying out the recommendations
of the Inchcape Committée, some attempt is made to associate the Non-
Official Membems in effecting retrenchment, a great deal more can-be done
than can be done by the officials themselves. The officials...(At this stage
Mr. President rcse) Sir, I am sitting down in 2 minute. The officials,
if they are left t¢ themselves, are likely to feel tender towards their own
subordinates. But if they are associated with Non-Official Members, they
will find that their task is made easier and that they will not be subjected
to the same amount of reproach as they would otherwise be.

Dr. H. S. Gour (Nagpur Division: Non-Muhammadan): Sir, about two
years back, when first this Assembly assumed office, it was confronted with
a deficit Budget, and the Members of the Assembly then pointed out what
has since become obvious that the Government’s first duty was to balance
its Budget. We then pointed out that the military expenditure of the
country had far exceeded its paying capacity. Last year, in the second
year of our Budget, we once more returned to the charge. We pointed out
that the military expenditure was excessive and that the appointment of a
Retrenchment Committee was essential for the purpose of restoring equili-
brium in the Government of India’s Budget. Later on, we followed up this
suggestion by tabling a Resolution for the appointment of a Retrenchment
Committee and in the teeth of opposilion on the part of the Government we
carried that Resolution. The result has been the appointment of a Retrench-
ment Committee. My Honourable friend the Finance Member, when he
speaks of the storm and stress through which his colleagues have laboured
during the last two years, could not have forgotten that we were plough-
ing our lonely furrow in the first and in the second year of the Budget,
pressing upon the Government the necessity of balancing their Budget and
of retrenching their national expenditure. Qurs was the voice in the wilder-
ness in the first year and the second year, and it was only after we pressed
$o the vote‘and carried by our majority the Resolution on the appointment
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of a Retrenchment Committee that Lord Inchcape’s Retrenchment Com-
mittee was appointed. My friend Mr. Seshagiri Ayyar is perfectly right
in saying that my Honourable friend must be suffering from lapse of memory
if he has not adverted to what is written large upon the pages of the
Indian Hansard. But, Sir, when we look at the question from the stand-
point of the tax-payer, what do we find? The military expenditure, which
stood in 1913-14 at 2970 crores, had gone up in 1921-22 to 77-87 and in
1922-23 to 7229 and in the Budget for the next year, after the reductions
proposed, it stands at 62 crores. Last year we pointed out that in the
Brussels Financial Conference it was resolved with the full concurrence of
the Government of India and the representatives of the India Office that no

ion could afford to pay more than 20 per cent. of its gross revenues on
the upkeep of the Army, and even 20 per cent. was excessive. Now,
Sir, if we apply that test, what is the result? The expenditure on the Indian
Army works out at 44 per cent. of the gross revenue even if the recommenda-
tions of the Inchcape Committee are fully carried out; and it is more than
double what the Brussels Conference regarded as perilous and leading to
national bankruptey. I have not forgotten, Sir, the gross revenues of the
Government of India and of the Provinces. If they stand in the neigh-
bourhood of 200 crores, this expenditure would still be far in excess of
what was admitted to be the maximum at the Brussels Conference. Now,
Sir, His Excellency the Commander-in-Chief has drawn attention to the
fact that the Army of India cannot be reduced without due regard to effi-
ciency. May I point out to His Excellency the Commander-in-Chief that
immediately after the Mutiny the Army of India was re-organised and fixed
at 65,000 British and 140,000 Indians and the Army to-day is 71,702 rank,
902 reserves, a total of 72,622, that is, 7,622 more than what was pro-
posed at the close of the Mutiny, of British troops, and as regards Indians
we have 170,968 rank, 15,529 reserves, a total of 186,497, that is, 46,497
more than what was settled as the maximum in the post-Mutiny re-
organisation. May I point out, Sir, in this connection that those were the
days when we had to take account of what was then characterised as the
Russian menace, we had to take account of the frontier tribes, and we bad
also to take account of a hostile Afghan nation. We have now a treaty with
His Majesty the Amir of Afghanistan. Russia is in the military sense no
longer able to disturb the peace of this country, and so far as the frontier
is concerned, the frontier remains to-day what it was in the post-Mutiny
period. What justification, then, is there for the increase of the Army
from those days to now? Then, Sir, in those days the principle laid down
for the proportion of White and Indian troops was somewhere in the ratio
of 1 to 2, and it was adhered to upon the assumption that the Indian
troops might again break out into another mutiny, and therefore it was
necessary to maintain a number of white troops as a counterblast. But,
surely, Sir, after we have heard what His Excellency the Commander-in-
Chief has said of the gallantry and loyalty of the Indian troops tried in the
arena of war, what justification is there for maintaining that ratio between
the white and brown soldier? His Excellency the Commander-in-Chief
could not be unawsre of the fact that the white soldier is the costliest
soldier in the world. The Inchcape Committee have pointed out that he
costs more than Rs. 200 a month, and he is therefore at least 5} times as
costly as the Indian soldier. This House therefore demands to know why
the British soldier should not be replaced by the Indian soldier, and why
the white Bw,cgr should not by the gradual process of elimination
be replaced bz ¥idisn officers. That I submit is the only meane of effecting
economy in the military expenditure of this country. Frequent references
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have been made both by His Excellency the Commander-in-Chief
and other speakers to passages in Lord Inchcape Committee’s report. May
1, Sir, read one sentence from the very first page of that report. It says:

-

““So long as peace conditions obtain, the first essential thing is for India to

balance her budget, and this can only be secured by a very substantial reduction in
the military estimates.’

. The question therefore arises—Has there been a very substantial reduction
in the military estimates? I1f Honourable Members will turn to the statis-
tics I have given, they will find that far from there being any substantial
reduction in the military estimates, the expenditure is far in exces?ﬁ
what it was a few years back. I have informed the House that in 1913-14
the percentage of expenditure to the total revenue stood at 23-5. In
1917-18 during the War year our expenditure was 43-14 crores, and Lord
Meston in his Award fixed 42 crores as the normal military expenditure.
But a few years later that expenditure had risen from 42 crores to the
neighbourhood of 72 crores. What justification I ask is there for this
appalling rise in the military expenditure? Lord Inchcape himself, or
rather the Lord Inchcape Committee write with reference to military ex-
penditure in the following terms:

‘ Since 1913-14 the fighting efficiency of the Army has been enormously increased
by the .itroduction of modern rifles, machine guns, etc., and that a large portion of
the Army is maintained for internal safety.”

‘T listened, Sir, to a lecture delivered by His Excellency the Commander-
in-Chief and there he pointed out that roughly speaking one-third of the
‘Indian Army was mamntained for the internal security, that another third was
what are called covering ‘troops and the remaining one-third was for frontier
and other defences. Now, Sir, I beg to ask, why should not this internal
security force one-third of the Army maintained for the maintenance of
internal security be replaced by the police. 1 ask why should the military
be maintained for the purpose of securing internal peace which is pri-
marily the object of the police? Honourable Members will bear me out
when I say the mere maintenance of this Army is an incentive to the civil
authorities to draw upon the military in time and out of time when it is
not necessary for the peace and security of the country that they should be
drawn upon. It 1s the duty of the civilians to maintain peace and order
in the country and it they require any extraneous assistance they can have
the armed and unarmed police, but it is not the primary function of any
army, much less a national army to maintain internal peace and order.
That I submit is not the function of any army in the world and it should
not certainly be the primary function of the army in India. If this fact
is borne in mind, we shall have a very substantial reduction in the military
expenditure of this country. I have already pointed out that if the British
iroops are replaced by Indian troops, and if the Army is reduced by one-
third and replaced by police, armed and unarmed, the cost would then
approximate to what this country is able to bear. But when I read in the
Honourable the Finance Member’s speech a reference to the fact that the
Army in India must not be altered so as to essentially impair its structure
and organisation, I felt some doubt whether the policy of the Govern-
ment of India is not to perpetuate the policy adumbrated at the close of
the Mutiny and since persisted in in spite of the protestp.of the people’s
representatives in this country. Turning, 8ir, fromvt!i':e'm::y to fhe ]::ivil
side what do we find? We find that in almost all the departments the
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administration consumes the bulk of the nation’s revenue. Let me give
Honourable Members some startling figures. I shall only trouble the
House with the figures for the last four years. In Posts and Telegraphs
in 1920-21 the income was 961, expenditure 7-57, profit 2:04, percentage of
expenditure 78; in 1921-22 income 955, expenditure 898, proﬁt diminished
to -57. Expendlture rose to 94 per cent. In 1922.23, income 10-28, ex-
penditure 958 profit dwindled to ‘70, expenditure stood at 93 per cent. In
1928-24 the Budget under discussion, income 10-71, expenditure 868,
profit 2:08, percentage of expenditure 80. Now, in this connection what do
the Inchcape Committee recommend? They recommend a reduction of
1:37 out of 953 crores; net reduction 50 lakhs. Now take another depart-
ment—Customs. In 1921-22 income in crores 34-40, expenditure 65:87 lakhs,
percentage 19-1. In 1922-23 income 42.80 crores, expenditure 72:74 lakhs,
percentage 18. In 1923-24 income 4509 crores, expenditure 77-19 lakhs,
percentage 18. Now take again the Income tax department and the
figures here are still more startling. In 1921-22 income 18-74 crores, ex-
penditure in lakhs 2050, percentage 1-0. In 1922-23 income 18-69 crores,
expenditure 47-01, percentage 2-5 and now look at the next year's figures.
In 1928-24 income 1904, expenditure 6379, ratio 3-3. And now take the
railways the last of all. .

Mr. Pregident: I must warn the Honourable Member that he has ex-
hausted his time. )

Dr. H. 8. Gour: I shall finish very soon. I shall give the Honourable
Members the figures for railways. I shall only give for 1913-14 and the last
year's figures, though I worked them out for the last 15 years. In 1913-14,
" gross receipts 56'31 crores, expenses 29-35, percentage 52. In 1921-22,.
gross receipts 81.69, expenses 6566, percentage 80. In 1922-23 revised
receipts 92:7, expenditure 66:-33, percentage 72 and next year income 95-57,
expenditure 6-51, percentage 69-6. I submit, Sir, that this is an excessive
expenditure upon the raising of revenue and upon the management of the
commercial departments of the Government of India. Lastly there are the
recommendations of the Incheape Committee. Following the same train of
reasoning, Honourable Members will find that while the Retrcnchment
Committe: have left the general administration, sudit, Ecclesiastical and
Political Departments almost untouched, they have attacked these scienti-
fic departments, such as education, medical, public health, industries and
the rest. Now the Geperal Administration expenditure in 1921-22 was
128-48. '

Mr. President: 1 must ask the Honourable Member to draw his
remarks to a close. He is still embarking on details.

Dr. H. 8. Gour: I will take only two or three mihutes more.

Mr. President: 1 have given the Honourable.Member more than two or
three minutes.

Dr. H. 8. Gour: I will jusi point out that while in the general non-
7aying administrative departments the Inchcape Committee have made no
substantial reductions, they have practically applied their axe to all the
nation-building departments and cut out education, medical, public health,
industries and the rest. 1 ask the House whether this is the right method
of effecting retrenchment. I have no doubt that the House will unani-
mously support the proposal made by my Honourable friend Mr. Seshagiri
Ayyar, namely, that the cuts should have begun first with th® non-paying



3042 LEGISLATIVE ASSEMBLY. [6TE Marcm 1923.

[Dr. H. §. Gour.]

departments and not with the nation-building departments such as educa-
tion, medicine and public health and I hope that the Honourable the
Finance Member will bear that fact in mind. Finally Sir, while we
have no doubt to congratulate the Honourable the Finance Member upon
the lucid presentment of the Budget we cannot disguise the fact that we
shall not be in a position to impose any addition to the existing salt
tax. To use the expression I used in another connection the salt tax is.
res judicata. It was sought to be imposed last year and we vetoed it.

Mr. A. V. V. Aiyar (Finance Department : Nominated Official) : It may
be convenient to the House if I at this stage deal with some of the points
which have been raised by Honourable Members in the course of the dis-
.cussion yesterday and this morning. I know, Sir, that the time of the
House is very precious to-day and I will make my remarks as brief as
possible. If I have followed ihe discussions correctly, there is a general
satisfaction with the amount of retrenchment which Government have
found it possible to effect in next year's budget. There is, I believe, also
a general agreement, with th: possible exception of Mr. Chaudhri, that
we should not.leave any part of the next year’s deficit uncovered. Some
of the Honourable Members however hold a belief that this can be effected
by further retrenchments beyond those already made and without additional
taxation. Speaking on the last point, Sir, several Honourable Members
yesterday referred to several hidden crores in the budget here and there,
end one Honourable Member went so far as to suggest that the deficit was
purposely put in to produce a false alarm. I wish this were the case. If
1 may say so, and I do so with great regpect, I rather think that the com-
paratively favourable character of the budget has produced in the minds of
Honourable Members a false sense of security. I claim some knowledge of
the figures in the budget, 8nd I have been at some pains since the discus-
sion yesterday to discover some of these crores. I have not so far
succeeded in discovering even lakhs, not to speak of crores of hidden money.
I think, Sir, before these crores have been brought to light, it will not be
safe for the House to act on the assumption that the crores are there.

_Speaking of the Refrenchment Committee's report, I wish ¢o solve two
points in regard to which doubts appear to exist in the minds of Honour-
able Members. The first is that the deficit of 43 crores inserted in the
budget allows for all the retrenchments which the Government of India
expect to be able to effect in the course of the next year. These con-
sist of 260 lakhs of reduction it the budget figures for the next year which
had already been taken into account in the civil budget. A further reduc-
tion of 4 crores which the Goverament of India entered in lump on the 1st of
March pending distribution among the Departments and a further reduc-
tion of 5-75 crores in the military budget, a total of 1235 crores. There-
fore the deficit of 4'26 crores sssumes that the Government of India will
effect during the course of next year all the retrenchment proposed by the
Betrenchxpent Committee except to the extent of the unavoidable delay
involved in bringing them into effect. The second point refers, Sir, to
the rernark which fell from Mr. Seshagiri Ayyar this morning that’the
Retrenchment Committee have left unexplored several avenues of retrench-
ment. The Committee, of course, knew their business best, and as my
friend knows, they have throughout the report entered certain figures
which they think ought to go into the budget for nexi year; and if they
left out any particular item for subsequent investigation it is because
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they knew very well that they could not be brought into effect in time for
the next year's budget.

Mr. Rangachariar, Sir, made certain -specific suggestions which he
thought would secure equilibrium in the budget without additional taxa-
tion. If I followed him correctly, he suggested a further reduction of
military expenditure, a reduction of 1} crores on the railways, a fu.rther'
reduction of 1 crore in civil expenditure and the removal of the railway
annuities from the revenue portion of the accounts. I need not speak
about military expenditure, because that has been dealt with by His Ex-
cellency the Commander-in-Chief. As regards railways, I am afraid the
suggesiion is based upon a misapprehension. It is true that the Retrench-
ment Committee proposed a total reduction of 43 crores, but that was on
the budget figures for the current year. Of that reduction 1-20 crores has.
already been given effect to in the original budget figures for the next
year. 8o, with the lump reduction of 3 crores which we now propose, it
makes a total reduction of 420 crores against 4'59 crores propused by
the Committee. The difference is thus 39 lakhs; a very different figure
from 1'50 crores which Mr. Rangachariar mentioned.

As regards civil expenditure, Sir, the House will no doubt indicate in
the course of the discussion of demands next week the particular directions
in which they think further reductions possible. But as I have already
said, the figures for which we propose to ask for the vote of the House are
those which have been arrived at after taking into account all the reduc-
tions which the Ketrenchment Committtee propose. If therefore a further
reduction of 1 crore is to be made it must be made in one of two ways,
either by further reductions to the extent of 1 crore beyond those pro-
posed by the Committee, or 1f the House thinks this possible, by bringing
into effect the greater number of the recommendations of the Coramittee
much sooner than Government anticipate it will be possible to do. Speak-
ing frankly, Sir, I think the possibility of any further substantial saving
in civil expenditure beyond that which has been put into the budget is
very remote. '

' There remains, Sir, the suggestion about railway annuities. This
question was considered last year and since then the House has had an
opportunity of studying the correspondence with the Secretary of State on
this question. It was placed on the table of this House in reply to a
question by Mr. Joshi and it will be found printed in the proceedings of this-
House of the 6th September, 1922. The simple reason why we cannot
accept that suggestion is that these annuities are of the nature of sinking
funds and sinking funds are recognised to be a legitimate charge against
current revenues. If Honourable Members will kindly read the Despatches-
printed in the proceedings I have referred to, they will find ample reason
why we are not able to accept that suggestion. I may put another con-
sideration in this connection before the House. The House will remember
that the year before last in dealing with the budges here we transferred
the capital outlay on’'the Telegraph Department from the revenue to the
capital section of the accounts. Again last year we transferred to the
credit of revenue the interest on currency reserve investments; and further
this year we are putting to the credit of revenue the interest on gold
standard reserve investments. The relief to revenue from these three sources
tol:a:I::l 512 :lxl'ore;ir and I sogggest, Sir, tlhat we have gone sufficiently far
already in the direction securing relief to the reven TR .
mere manipulation of the . " ne acoqurt by a
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A few words, Sir, about the additional taxation proposed next year and
1 have finished. Speaking of additional taxation I am reminded of the fact
-that no less than 47 Honourable Members of this House gave notice of a
Resolution early this Session recommending the imposition of additional
-4axation in order to wipe off the provincial contributions. It would be
interesting, Sir, to watch the attitude of those Honourable Members when
the Finance Bill comes up for consideration. If that Resolution was meant
seriously, the proposal put forward by Government affords the surest way
of achieving that object. If that proposal is accepted, it is reasonably
certain that the contributions will be wiped off not in six years but in a
shorter period. On the other hand, if it is not accepted, the remission of
the provincial contributions must, as a corollary, be deferred to a more
remote date.

Just two more points, Sir, which I wish to mention. Looking at the
Guestion of taxation from the orthodox point of view which Mr. Ginwala
.attributed to us yesterday, 1 cannot find, Sir, any other single source of
taxation which will give us the money we want, that is 44 crores. We
will have to put together a number of expedients. Some of them are
of doubtful expediency. We had instances of this yesterday. One Honour-
able Member proposed an increase in the cotton excise: it was received
with murmurs. There were murmurs again when another Honourable
Member proposed an increase in the import duty on cotton goods. Even if
satisfactory substitutes are found, I will not be surprised if eventually
‘the House finds that it has gone through the form of passing additional
taxation without giving us the money we want.

One small point, Sir. Mr. Seshagiri Ayyar referred to a proposal of
‘the Retrenchment Committee to reduce the contribution to the Hardinge
Medical College. I may not have read the Report carefully, but I have not
been able to find anything about it in the Report.

Sir Montagu Webb (Bombay: European): Sir, the Honourable
Member in presenting his Budget claimed the privilege of a new Member.
May I join with other Members of this House in saying that we heartily
welcome him in our midst bringing as he does to the study of the problems
on which we are engaged, not only a fresh mind to bear upon the Indian
situation but one fortified and strengthened by personal familiarity with
the far greater and more puzzling complications of money and finance on
the Continent of Europe. I must at the outset express my whole-hearted
admiration for the courage that he has shown in venturing to come to
India at this particular juncture to help us in putting our monetary pro-
‘blems right. Undaunted by a long suceession of most appalling deficits
and also by a rupee,—a fickle, elusive rupee, capable of doing anything
from a shilling to two shillings, he nevertheless has addressed himself to
‘the work of gathering in the harvest of the past.—a harvest, as he truly and
fairly said, sown by his predecessors, predecessors not only in India but
-also, T would add, at the India Office. The results have been very much
w.hat we had anticipated,—accounts wherein the revenue expectations have
disappointed us, leaving us in a worse position than we were in a year
8go, and a Budget containing the same old noxious features with which we-
have become so familiar in the past, yet another deficit, and yet another
»Plopogal for z’dditional taxation! I should be concesaling the truth, Sir,
if I did not say at once that the Budget gave us rather a chill directly- we
heard it.” But, on going through it, Sir, we find that after all it is not
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such a bad Budget. In fact, I am inclined to think that possibly many
people may think it a very good Budget. If perhaps it is not as good as
8ll of us may desire, at any rate it has many good features and I hope this
House will pass it, if not exactly in its present form, then perhaps modified

in some small degree.

I take it, Sir, that nobody in this House would think of holding the
Honourable Member personally responsible for the state of affairs in
which we now find our finances. (An Honourable Member: ‘‘ Not at all.”’)
He very rightly and fairly protested that the two months in which he has
been in this country were hardly sufficient in which to enable him to prepare
a Budget. Well, Sir, if two months are not sufficient, what are we to say
of the two or three days only i which Honourable Members have had to
study the five thick volumes of statistics and material supplied with the
Budget, including the large 300 paged volume of the Inchcape
"Report? I should like, Sir, at this moment to say that I have endeavoured
to read through and study the whole of that Report and the first impres-
sion left on my mind is that this is the most valuable document that Gov-
€rnment have published for many years past. Apart from the many
penetrating and illuminating suggestions and comments on the work of the
various Departments of Governmnent made by the Committee, the fact
that they have recommended & retrenchment of nineteen and a quarter
crores in our expenditure is a great thing. If that retrenchment can be
carried out without seriously affecting the efficiency of the administra-
tion, then indeed, Sir, will the Inchcape axe have fallen with effect. I
think, Sir, that evervbody in this House and the whole of the public of
India should express their gratitude and indebtedness to Lord Inchcape
and his Committee, all of them leading business men, who have: devoted
their time and talents to the solution of this problem and laboured so
strenuously to bring about the desired result. And I think we ought not
to forget, Sir, to congratulate Dr. Gour of this House, who is responsible
for putting forward the motion on which this Retrenchment Committee
was appointed. )

Now, Sir, the Honourable the Finance Member said in his Budget
speech that it was no use crying over spilt milk and that we should not
expect him to go back and delve very deeply into the past. That, Sir,
is quite true; but I will venture to recall one or two matters in the past
in order that we may have a better understanding of the position with
which we are now dealing. First of all, I would remind the Honourable
Member that for over two and a half years after the outbreak of war, no
‘War Loan was raised in India by the Government of India. Now, what
was the effect of that omission? During that period the Government of
India were paying out money the whole time on behalf of the British tax-
payer without collecting any money in the form of ioans to pay for the
war. I do not know if it s everywhere realised in this House that the
British tax-payer during the war paid this country very nearly two
hundred and fifty millions sterhng for services and goods supplied for war
purposes. Now, the effects of paying out all that money in India without
‘at the same time collecting the money in the form of War Loans were two.
First of all, we very nearly at onestime ran out of currency altogether.
There was one never-to-be-forgotten Saturday in Bombay when the
Currency Office very nearly suspended specie payments. That situation
was followed by the issue of a large quantity of- paper money, and an
enormous . coinage of silver to restore the currency. The ultimgte result
was that prices in this country were forced up to higher levels' than
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they might otherwise have reached had this particular finaucial policy
not been carried out. -

Now this condition of high prices is most important. For it is high

1 e prices which are the cause of half our difficulties, probably of
75 per cent. of the difficulties with which we are faced at the

present day. 1 was very glad to notice that the Honourable Member made
a reference, in fact more than one reference, to the level of prices in this.
country, because the purchasing power of the rupee in India is of far
greater importance to the great mass of the people of this country than
the purchasing power of the rupee out of India; that is to say, in relation
to the pound sterling. I consider that it is much more important that the
rupee should not lose its purchasing power in India,—that prices should
Lot so rise, that the necessaries of life are out of the reach of the great
mass of the poor people,—in short, that it is much more important that the
rupee should be stabilized in India than that it should be stabilized in
relation to currencies out of India; although as a matter of fact, most
attention is usually concentrated upon our foreign exchanges. And in this
connection, I may say, Sir, that I am fully in accord with the Finance
Member with regard to our foreign exchanges: Firstly, I agree with him
that there is no sanctity in any particular rate,—2s., 1s. 4d., 1s. 8d., 1s. 2d.
—and, further, that I am in accord with him that the time has not yet
come to attempt final stability in our foreign exchanges. I think, that
1f Honourable Members will study the present condition of Europe,—if they
will study the dependence of our foreign exchanges upon our exports to
Europe and the1 finally if they will take into consideration our external,
sterling debt, they will see very clearly that the moment has not come for
attempting to stabilize our foreign exchanges. It is quite possible that we
should fail! In this connection I notice that the Honourable Finance Member
says that if we were to stabilize exchange at 1s. 4d., internal prices would
have to go up.. I cannot help thinking that that is a slip of the pen (The
Honourable Sir Basil Blackett: ‘‘ No.”’), that the Honourable Member in-
tended to say that prices in India would have to go down. The reason is this,
that prices are already up; prices in India have been 100 per cent. and
more above pre-war levels, and what is taking place now is that prices in
India are gradually but steadily going down. If we could fix the rupee at
1s. 4d., then prices in India would have to go down to pre-war levels.
The fact that prices are at present over 50 per cent. up, and that the
probability is that they will not return to pre-war levels for a long time, if

ever, is a good argument for fixing the rupee, or trying to fix the rupee,
at 1s. 3d. rather than 1s. 4d.

In this connection I should like to say, as there is a good deal of
discussion in the West of India about the foreign exchanges, that the
uicertainty, I will not say the danger, which is before us at the present
moment is not that Government may not be able to raise the rupee to two
shillings; it is not whether 1s. 4d. is the most suitable point at which to
sttempt to stabilize the rupee; it is whether Government can prevent the
runee from slipping back to substanyjally below 1s. 4d., possibly to one
shilling. That is the problem; that is the uncertainty; that is—some
people would say—the danger which is hefore us.

Now, 8ir, T am vefy glad to see a reference made by the Honourable
Member {o the 'desirability of stimulating the investment habitz in this
country. That is certainly one of the means by which this ccuntry cam
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progress in all directions. I can only hope that, holding the views he does,
he will. support the Resolution which I have attempted to bring forward
more than once in favour of Bonus Bonds. Surely, Sir, it is business-like,
to take advantagz of the universal desire to win a prize by issuing Bonds
in a form whereby some small portion of the interest can be distributed in

the form of bonuses thus stimulating the investment habit. (4 Voice:
‘‘ That is gambling ).

Now, Sir, I come to the Budget for next year. I should like to make,
first of all, a few comments on the form in which the Budget has been
presented. I will commence by saying that I think that it is wrong,—
radically unsound that the accounts of our business undertakings,—the
accounts of our commercial Departments, should be mixed up with the
accounts of the general administration. I think, Sir, that they should be
entirely separated Not only are the positions and financial results of our
State commercidl undertakings greatly obscured by the present way of
showing the accounts, but the true cost of administration of this country
is magnified out of all proportion to reality. The Honourable Member has
on this occasion unwittingly added to the distortion by mentioning figures of
gross expenditure instead of net expenditure. I confess that when 1
heard him say that our expenditure next year was estimated at 204 crores, 1
received a terrible shock. The expenditure as we have been accustomed
to speak of it, is only 130 crores; and if you take out of the Budget the
expenditure on the Commercial Departments—Railways, Posts and Tele-
graphs, Forests, etc.,—then the actual expense of administering this country
ig only a trifle over one hundred crores, that is to say, about £66 million
sterling, per annum,—a decidedly small sum for a country of the size,
wealth and population of India.

Now, Sir, what are these Commercial Departments. I mentiored just
now that they are the Railways, the Posts and Telegraphs, and the Forests.
May I read to you what Lord Inchcape’s Committee say in their Report
about the Forest Department:—'‘ The Government of India are in posses-
sion of a very valuable forest property. We have found it impossible to
obtain any satisfuctory information either in regard to the working or the
financial results of forest operations. We consider it is essential that
forests should be managed on' commerical lines ’; and. lastly, ‘‘ The
accounts of the Department should also be placed on a commercial basis.”’
Now, Sir, exactly the same remark applies to the accounts of our Posts
and Telegrephs and to the accounts of our Railways. I should like to
explain, Sir, if I may, what a business man means by pu‘ting the accounts
on a commercial basis. In the business world, where we are familiar with
profit and loss accounts and balance sheets, what we want to see is the
income from our commercial Departments placed on one side of a Profit and
Loss account, and the expenses of earning that income on the other side, .
the balance being carried to a Balance Sheet wherein on the liability side
we show our debts,—our capital outlay expended in:acquiring or building
our railways, in developing our forests, in erecting our public buildings, and
on the other side of the Balance Sheet, a list of our assets with the present
day values of our railways, with their plant, lines, permanent-way, rolling
stock, lands, buildings, and so forth, ou: telephones, our telegraphs, our
wireless installations and all public buildings connected therewith, our
stocks of saleable timber, ete. I venture to say that if those accounts were
separated from the general Budget, and the businesses run properly we
should find not only a handsome surplus in the profit and loss account, but
we should find a still more handsome surplus of assets over liabilities that
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would add enormously to the credit of this countryp not only in Ipdia but
out of India, thus facilitating the raising of further capital. I commend
this suggestion 0 the consideration of the Honourable Finance Member.
Now, Sir . . . .

Mr. President: The Honourable Member has exceeded his time.

Sir Montagu Webb: I am sorry; there are two or three very important
matters to which I should like to draw attention at length but I will
now compress them into two minutes. First of all, with regard to the
railways. Lord Inchcape’s Committee have advocated a severe cut
under the heading of Railways. I think this cut will be regarded with
very great apprehension in many business quarters, especially in the case
of the North Western Railway, which I am surprised to see has been
classed as an ‘‘ vnremunerative '’ railway. I should like to point out that
the North Western Railway includes in its system over 1,500 miles of
strategic lines.” I should also like to point out that it is equipped for military
mobilisation on the North-West Frontier; and further I should like to
mention that for the last three years the export of wheat from India has
been prohibited for reasons not concerned with the North-Western Railway,
but for political and economic reasons which concern all-India. If all
those matters be taken into consideration, Sir, I think it will be seen at
once that statistics based on the traffic of the last three years and not
considering the 1,500 miles of strategic railways are not a reliable or accurate
basis on which to decide whether that railway is remunerative or un-
remunerative.

The other matter to which I would like to refer briefly is Military
Expenditure. I said just now that if we took out the commercial accounts
from the general Budget, our expenditure was only about 100 crores. Of
that 100 crores, 62 crores are to be devoted next year to military expendi-
ture. Now, at first glance that looks like 62 per cent. But I would
remind the Honse that in calculating the proportion of military expendi-
ture to the whole, the expenditure of all Provincial Governments must
be taken into contideration. If that expenditure be taken into consideration,
then, Sir, our Military Services cost only about—I worked it out at about
33 per cent. Now thirty-three per cent. is certainly higher than we would
like to-see it, but we must all remember that conditions in this country are
very different from what they are in the United Kingdom. Not only have
we great numbers of illiterate, ill-informed people to deal with, but also
great differences in race, creed and caste that are all liable to develop
difficulties, so that great proportions of the population are liable to com-
bustion. Then too, we have the North-West Frontier. I think these
outstanding and unquestionable facts have all to be taken Into consideration.

If you will allow me to say so with regard to the deficit on the Budget,
Sir, I should urge that Government abandon at least a portion of the
proposed Salt tax. I would suggest in place of it, Bir, to be brief, the
possibility of a small export tax on petrol. I do not think it would bring in
very much, but I am not yet satisfied that it could not be levied to advan-
tage. I would further suggest a four annas duty on si'ver. I know some of my
friends in Bombay do not like the idea of a return to that 4 annas import
duty but T would assure them that if they feel that the four annas duty
ig likely to depress the sterling value of silver, I would urge that the one
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rupee note be abolished and that one rupee silver coins be substituted.
This will mean sn increased demand for silver. The one rupee paper note:
is quite unsuitable for a tropical country in peace time; I am glad to see-
in the Inchcape Report that the Controller of Currency says that it is
more expensive 10 maintain one rupee notes in circulation than one rupee
silver coins. Those are a few suggestions; the other is that the proposed
salt tax be at least halved. (*‘No, no.””) If the silver duty be imposed and
a small tax levied on petrol, and savings be made elsewhere, we shall be
able to balance the Budget; and I submit to this House that we MUST’
balance this Budget.

Mr. Jamnadas Dwarkadas (Bombay City: Non-Muhammadan Urban):
Sir, I am afraid the task of dealing with the Budget of this year has been
rendered more or less easy by the report of the Inchcape Committee. We
da not find, for instance, Member after Member getting up as they got up
last year and the year before last asking for cuts in this department and
retrenchment in that department and so on. We find that discussion js.
focussed on whether it is possible to have a further cut to do away with
the deficit and on the point whetHer the salt tax should be aceepted by this
House or not. We have also the usual criticism on military expenditure:
rendered less forcible, I think, because of the proposals made by the
Retrenchment Committee. = And so, one finds that the Retrenchment Com-
mittee has certainly carried out an admirable piece of work in submitting
this report, and I join with those that have congratulated not only the
Inchcape Committee, but this House also for bringing about the state of
affairs by which it was possible for the Inchecape Committee to present its
report; and, Sir, this ‘‘ enthusiastic and inexperienced Legislature,’” as the-
Under-Secretary was pleased to characterise it the other day, may well
congratulate itself that it has helped in the presentation of a document
which ought to be an eye-opener not to the Legislature but to the ‘* expe-
rienced administrators ’ of the country; and I may here digress for a
moment and say to my Lord Winterton what he said to Colonel Wedgewood
when Colonel Wedgewood irrelevantly, I am afraid, attacked Mr. Thompson.
I may say to Lord Winterton in his own language that if he had used these
words not away in the Parliament of England, but in this House, in the
presence of the Members of this House, then, to use his own words, ‘‘ he
would have got something from some of the Members of this House which.
he would have for a long time remembered.’’

Passing on, now, Sir, to the proposals made by the Honourable the
Finance Member, I join with the other Members of the House in offering
him my congratulations. I do not for a moment admit that it is a Budget
that in any way ought to make us cheerful, but I do think that he has.
handled the subject in & most admirable manner, if I may say so. Apart
from that, my reason for congratulating him further is that he has made
certain admissions in the Budget which endorse the opinion—public opinion
—expressed in this country for the last few years in their condemnation of
the policy that was adopted by Government. For instance, I find my
Honourable friend saying on page 59 of his spech:

« And the State which is driven to cheat its creditors does not always realise what-
it is doing although its unsound methods are adopted at the expense mot only of the
wealth and happiness of its own citizens, but also at considerable risk to social order
within its borders. Much of the present umrest in the world is due to the way in
which States in all parts of the world have. cheated their creditors by unsound
currency manipulation and the, creation of paper money with no real assets behindf
it'." P B

®
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My Honourable friend Sir Montagu Webb was pleased to say that during
the war Great Britain gave to this country in exchange of services and
.exports made from this country to the other country 250 million sterling.
I want to ask my Honourable friend how much that amounted to in rupees.
‘Was it in any way the same that we expected to get at the time when on
the credit of England we exported articles from here or was it rendered
much less by the currency manipulation adopted at the instance of Govern-
ment? I am glad to find that in the very first Budget that my Honourable
friend the Finance Member has presented he has, although not openly at
least in the language that he has adopted made an admission of the danger
.of adopting a policy of currency manipulation in this country. Then my
Honourable friend has also practically admitted the need of stabilising
the exchange. I hope the House will not accept the fallacious argument
-of my Honaurable friend Sir Montagu Webb that the time has not come
when exchange should be stabilised. The time has come, and the country
has been demanding it for the last few years that exchange should be
stabilised, and unless the exchange is new stabilised, no confidence can
‘be placed in the currency policy of the Government by the people, the
result of that being that the trade of the country and the industrial deve-
lopment consequently, will always be in a state of depression. I feel,
therefore, that the time has come for stabilising the exchange, and if one
reads the arguments presented on each side of the case by the Honourable
the Finance Member, onc would find no difficulty in believing that at
heart my Honourable friend himself would like to stabilise the exchange.
He himself was connected with that Committee in Geneva which recom-
‘mendeu strongly the stabilising of exchange as the first step to be taken.
If he held that view about European countries in spite of the present
unc:;tux;in state of their currency, I think the case for India is much more
hopeful.

And the only argument that the Honourable Finance Member
has been able to present against the stabilizing of exchange is that it
might be of advantage to you not to stabilize the exchange ‘because a
‘higher exchange may mean a reduction of your debt, and in the payment-
-of your Home charges. Now that argument, I am sure, my Honourable
friend could not have meant seriously because what, after all, is the gain
that you would make by a reduction in the payment of your debts, and in
vour Home charges, as comnared to the great loss that this country,
the community at large, would incur by getting smaller prices and a
‘much smaller sum of money for its exports on which the country depends?
You cannot consider this question from the point of view of gains to the
Government. The question has to be considered from the point of view
of gain or loss to the community, and if there is no doubt whatsoever that
it would mean a tremendous loss to the community then the need of
stabilizing the exchange under any circumstances becomes absolutely
-obvious. My friend also has pointed out the need of balancing the budget,
and on that I am entirely at one with him. Although the deficit is only
4% crores, it is necessary that we should not leave it uncovered, and here
again is an admission from the Honourable Finance Member for which
he deserves congratulation. His predecessors did not realise until the
deficit went to the extent of 100 crores of rupees, that it was wrong in the
interests of this country to allow this deficit to accumulate. The deficit
was not due to the fact always that this House was not prepared to vote
the necessary taxation. Last year may be taken as an exception, but

£
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the deficit was in most cases due to the failure of the Department to bring
about correct approximate estimates. In all cases we find that the
revenue fell short of the approximate estimate that the Department had
made, and I am glad that, after five years, when the deficit had reached
a figure of 100 crores,—it will now be only 4} crores. My Honourable
friend, who is an able financier, realises the importance of leaving the
deficit not uncovered, and I think there is great force in that argument.
Our credit is bound to suffer if we leave this deficit uncovered and I
emphasize the need of covering this deficit at any cost. But while I agree
to that proposition, I may at once tell my Honourable friend that this
House "will never agree to covering this deficit by raising the tax on salt.
That proposition I must assert with all the emphasis that it is in my
power to command. Last year P characterised the proposal for the
enhancement of the salt tax as a messenger of revolution in every village
home. I ask the Government not to repeat the mistakes that they have
in other instances made in the past in the teeth of the opposition of the
people. I ask this House to reject this proposal and to urge upon the
Government, if possible, to make further cuts in order that the deficit
may be avoided, and if that is not possible,. to suggest, with the help of
Government, alternative proposals for covering the deficit. And in this
connection I may also state that I am not yet convinced by the argument
advanced by my Honourable friend Mr. Aiyar that the annuities should
not be taken to the Capital Account. In a year like this, we would be
perfectly justified in doing what many other countries have done. If we
could take the interest on the Gold Standard Reserve and the Paper
Currency Reserve to the Revenue Account, what can prevent us from
following the practice which other countries have adopted for the past
many years. And talking about the Gold Standard Reserve brings me to
the importance of urging upon my Honourable friend the Finance Member
the urgency of locating the Gold Standard Reserve here in this country.
To-day Honourable Members will find that the interest that the Govern-
ment is able to get on the Gold Standard Reserve is 2 per cent. from its
investments in England, while the Bank rate here goes to 8 per cent..
and industrial concerns and agriculturists and traders find it difficult
to obtain money, and consequently there is bad trade, and the revenues
fall short of the estimate, our own money is being invested in England at
2 per cent. What then can be a. better policy than locating the Gold
Standard Reserve here and investing it at 5 or 6 per cent., with this
advantage to the community, that the Bank rate will not go up, and
money will be available to traders and industrial eoncerns at a much
cheaper rate of interest. And I may also point out that the majority of the
Babington Smith Committee had, in their recommendation, suggested
an alteration of the Paper Currency Act with a view to enable the Gorv-
ernment to make 5 crores available to the Imperial Bank at 8 per cent.
for advancing to agriculturists when the seasonal demandg for moving
crops came up. Now I may make a suggestion to my Honourable friend the
Finance Minister, that this Paper Currency Act should be further modified
and that the amount available to the Imperial Bank should be not merely
5 crores, but 10 to 15 crores. to give substantial relief to agriculturists
and also that it should not be lent out at 8 per cent. to the Imperial Bank
- 80 as to lend it out at 10 per cent. against hundies, but it should be lent
out at 5 or 6 per cent. so that the agriculturists may not have to pav morc
than 7 or 8 per cent. Then, Sir. I support also the proposal made by my
Honoursable friend Mr. Sahani that the time has come when wou sheuld
adopt in this country a Gold Standard and a gold currency. Sir, I appeal

c
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to the House not to accept the suggestion to enhance the salt tax; but
I may also suggest an alternative if I may. My Honourable friend the
Finance Member told us that there was mo alternative proposal made by
any Member of the House. Sir, we have not got an able staff at our
disposal to work out all the figures . . . .

Dr. H. S. Gour: Have we got any staff at all?

Mr. Jamnadas Dwarkadas: But if I may venture to make a sugges-
tion, it seems to me that the proposal to raise an export duty on jute
would not be out of place. The Fiscal Commission itself, while it has
condemned export duties in general, has pointed out that jute, being a
monopoly in this country, can stand an export duty, and in times of
stringency we would be justified in resorting to a further export duty on
jute. The argument that if we raise the duty further a substitute may
be found does not hold water, because the finding of a substitute does not
depend on the existence of an export duty, but is a matter of scientific
research. Then, Sir, my Honourable friend Mr. Ginwala has made a
general suggestion with regard to taxation. In this connection I may
also point out that some of us expected that the recommendations made
by the Fiscal Commission and accepted by the Government here in this
House might find a place in this year’s budget. Perhaps the Honourable
Finance Member was not to blame; it was too early for him to give effect
to these proposals this year at any rate. But I think that when the
Tariff Board has been appointed—and I hope it will be appointed at a
very early date—and when the Tariff Board has completed its investiga-
tions in some cases, we shall have a much better system of tariff than
the present haphazard arbitrary system which is adopted by the Govern-
ment of India. I also agree with my Honourable friend Mr. Ginwala tha®
the time has come to make an examination into the whole question of
taxation, for it seems to me that the burden of taxation falls unequally
in this country and there are institutions which, although they deserve to
be taxed, are being left alone because Government regard certain facts
as permanently settled. (Dr. Nand Lal: *‘ As; for instance?’’) The
time has come when those institutions should be made to bear their
burden of the administration of India.

With these werds, Sir, I resume my seat.

The Assembly then adjourned for Lunch till Half Past Two of the
Clock.

The Assembly re-assembled after Lunch at Half Past Two of the Clock.
Mr. President was in the Chair.

Sir Gordon Fraser (Madras: European): 8ir, I listened with great inter-
est to the very interesting speech of the Honourable the Finance Minister
and I would like to congratulate him on placing the position before us in so
practical and businesslike a manner. We have to accept the fact that we
are faced with this deficit of 43 crores, The Honourable the Finance
Ministex proposes to square this by raising the Salt Tax by Rs. 1-4. May
I suggest with all due deference that the new taxation be spread more
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equally over the present existing taxation? I am afraid that one’s efforts
to assist the Honourable the Finance Minister in making Budgets are very
much of an amateurish nature. I personally feel very great diffidence
standing up here and making suggestions to him. But I cannot help think-
ing that it would be more equitable to distribute the amount, especially
as in doing so I am quite sure it would not be inflicting any hardship on
any particular individuals or communities. Also I think we all hope that
the times ahead will be more prosperous and that the bulk of any taxation
that may be imposed now will be only temporary. I admit at once that
I cannot find any sound or practical reasons for opposing the imposition of
this Rs. 1-4 per maund enhanced duty on salt. But we must not forget
that the whole sentiment of the country is very strongly against it, and
we must admit that in India sentiment looms very large and very cften
it overshadows hard and material facts.

Dr. Nand Lal: Not always.

Sir Gordon Fraser: I think personally the feeling against the enhance-
ment of the Salt Tax might perhaps not have been so strong amongst Hon-
ourable Members if it had not been the only means by which the #onourable
the Finance Minister proposed to balance his Budget. As 1 said before, it
would be more equitable to distribute the tax more equally, and it would
then give all Honourable Members in this House the satisfaction of con-
tributing their share towards the deficit put before us by the Honourable
the Finance Minister.

1 suggest therefore as a first step that the enhancement of the Salt
Tax might be reduced to 8 annas instead of Rs. 1-4. This would bring
the tax to Rs. 4-12 instead of Rs. 2-8—an enhancement of very little more
than one anna per maund per head per annum, a very small sum indeed.
Then I would retain the export duty on raw hides and skins. I have no
figures available to ascertain what amount this would give us, but I put
it down at 20 lakhs. I speak subject to correction on this point assthere
are no figures before me at all. Then I would suggest as a temporary
necessity to terminate on the 81st March 1924, just for a period of one
year and to terminate automatically at the end of the financial year, that
the Honourable the Finance Minister should impose a temporary surcharge
of 6 pies in the rupee of tax collected under the headings of Customs and
Income-tax. This, with the modified Salt Tax, would give us an amount
:]k‘mtdwgqltd enable the Honourable the Finance Minister practically to meet

is deficit.

Dr. Nand Lal: Income-tax is already two annas.

8ir Gordon Fraser: Under Customs the receipts expected are 45 crores.
Six pies in the rupee on that will give us Rs. 1,40,00,000. Under taxes on
Income, the figure expected is 19 crores. Six pies in the rupee here gives
us 60 lakhs. I put the raw hides down at 20 lakhs, and then we have
the Salt Tax—8 annas on that would give us Rs. 1,80,00,000. This brings
the total to 4 crores against the 4} crores required. I would leave the
Honourable Finance Member to find the extra quarter crore; possibly
if 8 annas is considered too low a figure to reduce the salt tax to, we could
take it at 12 annas instead of the original Rs. 1-4. That would increase
the figure by another 90 lakhs, giving us Rs. 490 lakhs as against Rs. 4%
crores required. Now, it may seem a somewhat retrograde step to take
to suggest an increase of the customs duties and income-tax, but this six

c2
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pies in the Rupee of tax collected is a very small figure indeed, and I cannot
see that it will hurt anybody. If we take goods liable to 5 per cent.
duty on importation, those goods with the surcharge added would only
pay 513 per cent., goods incurring a duty of 10 per cent. would be paying
103 per cent., and even when we come to the luxury tax—a tax against
which so much has been said—of 30 per cent., it would only come to
30-9 per cent. Then as regards income-tax and super-tax, here again the
extra tax would be so small that.it would not be felt, and yet at the same
time these two items would give us half the amount required by the
Honourable Finance Minister. If you take a salary of Rs. 500 per mensem
or Rs. 6,000 per annum, under the present schedule it pays a tax of Rs. 190
per annum, and if you add a surcharge of six pies per rupee on the tax
collected, it only means an extra Rs. 5-15, or less than eight annas a
. month. Then again take a salary of Rs. 1,000 a month or Rs. 12,000 per
annum, the tax on it under the present Act is Rs. 560 per annumn;
the surcharge would only be Rs. 17-8, or under Rs. 1-8 per mensem.
When we get into the higher incomes liable to super-tax, when
we take .an income of a lakh of rupees per annum, under the
present Act the tax-payer has to pay Rs. 12,500 and the surcharge on
that would be Rs. 390—it means only Rs. 32-8 a month. I think I am right
in saying that the Honourable the Finance Member has to pay income-tax
and super-tax to the extent of about Rs. 10,000 a year; the increase in his
case is only Rs. 25 a month. I do not think this is very much; it only
amounts to a 3 per cent. increase on our present customs duties and
income-tax.

Then again it may be contended that this will upset the present methods
of accountancy; but the collection of this tax would be extremely easy; it
would not upset the present methods of accountancy in any way at all.
Take for instance goods imported into this country on which the import
dutyapayable is say Rs. 125-14; we cut out the odd annas; on Rs. 125 at six
pies in the rupee we get 62} annas or Rs. 3-14-6, to be added to the
original amount calculated as duty on those goods. I contend that my
suggestion would be fairer and more equitable than the suggestion to raise
"the whole sum by a tax on salt alone. All would contribute on the basis
of the present taxation, and it would not in any way upset the balance of
taxation as it exists at present. In putting forward this suggestion it must
be distinctly understood that I only make this suggestion as a temporary
one, as with the prospects of improved trade in general I am optimistic
enough to think and hope that the extra taxation now suggested would not
be necessary for more than twelve months.

I think the Honourable the Finance Minister in his speech made &
remark that we must cut our coat according to our cloth. The attitude
of some Members of this House towards the attempts to provide sufficient
wherewithal to meet our requirements rather reminds me of a remark
made by a fellow-commissioner of mine on the Madras Corporation some
vears ago. His remark was that we must cut our coat according to our
bodv. Now, thul is a very nice idea indeed. If you are going to do that
vou will have to provide sufficient cloth to make the coat fit the body. That
is what at the present moment Honourable Members of this House are
rather shying af. Along with this suggestion of the surcharge on customs
duties and income-tax, I propose that we should allow the duty on raw
hides and skins to remain as it is at presemt. I may be wrong in my
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estimate of what this will bring in because I have not got the figures. I
have just receivel a telegram from Madras which reads as follows:

*“ Madras Chamber of Commerce and the South- India Skins and Hide Merchants’
Association (the latter being entirely an Indian Association) strongly protest against
the reduction in export duty on raw hides and skins and at a joint meeting held
to-day it was unanimously resolved that no rebate be allowed to Empire countries
and that export duty at 15 per cent. should apply to all countries. If ‘proposal now
before the Legislative Assembly be adopted, the tanning industry of India which
at pll-gzent is In a very critical condition will be further seriously affected if not
crippled.”’

Now, in connection with that I would like to refer to a letter from the
Government of Irdia, Department of Commeérce and Industry, dated the
13th June 1916. dealing with the question of the export of raw hides.
The Becretary then wrote:

‘“ As you are aware for several years before the War this lucrative trade had
passed, at any rate so far as Calcutta was concerned, almost entirely into German
hands. On this side firms consisting of Germans or of nhAturalised persons of German
origin and with German trade connections had formed an effective ring and although
one or two English and other firms h:d on occasions attempted to enter the trade
they had been unable to break this ring and had practically in all cases abandoned
the attempt. In the case of an Indidn firm, it would appear that before the war a
determined and partially successful attempt at boycott was carried out by the German
ring of Fide exporters.”

That was the position before the War, and from figures that I have taken
out it seems to me that the trade necessity referred to by the Honourable
the Finance Member for the removal of this export duty does not exist.
If we take the export figures of raw hides, for the 9 months ending Decem-
ber 1922 and compare them with the figures for 1911, 1912 and 1913, we
find that Italy end Spain, two of the largest importers into the Cortinent
of raw hides from India, are practically back to pre-war figures. Taking the
case of Germanv, in spite of her present disorganised condition, I see that
for the nine months ending 1922, the total value of raw hides exported
from Calcutta was 72 lakhs. If you take it for twelve months, it is
equivalent to 96 lakhs presuming that exports continue on the same scale.
Well, the figures before the war, that is the time referred to in this letter
from the Government of India, were:

mn . . . . . . . . . 1,19,00,000
1912 . . . . . . . . . 1,23,00,000
1918 . . . . . . . . . . 1,64,00,000 °

8o, in spite of the troubles in Germany, she seems likely to secure at an
early date the same monopoly in India in connection with this trade that
she had before the war.

Now in puttirg forward this suggestion regarding the surcharge, as I said
before, it may be considered as a retrograde act, but I carinot see myself that
it is going to hurt anybody, because the amount is sc small. It is not a
«question of a 3 per cent. increase of the duty. but it is purely a surcharge
of 3 per cent., or 6 pies in the rupee, on the amount of tax collected. That
is going to give us 2 crores. If you take the salt tax at 12 annas, that gives
another 2,70,00,000, plus something from hides. If we stick to the 8 annas
only on salt, the total will be reduced by 90 lakhs, and if it is left at this
«with the Honourable the Finance Member, he may be able, either by
retrenchment or by taxation, to find the 20 or 80 lakhs still required to
balance his budget. *
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Mr. N. M. Samarth (Bombay: Nominated Non-Official): Sir, at this
late stage of the debate, I propose to address myself to only one question,
and it is this. Is it a fact that there is really a deficit of 4 crores and
25 lakhs? I submit that if the budget figures are recast in accordance
with the well recognised canon of public finance as to what is chargeable
to revenue and what is chargeable to capital, the deficit will ultimately
result in about 30 lakhs only. The Housz will remember that in the first.
vear of this Assembly, I wds instrumental in reducing the deficit by one
crore by pointing out the error of book keeping which the Government
of India commtted in regard to posts and telegraphs. Well, since then
that mistake has been rectified. But I do find still that amounts which
really ought nov to be charged to revenue have b.en charged to revenue
in the Budget of the Government of India, for March 1923, at pages 10,
11, 12 and 13 under the heading ‘‘ Statement of the Expenditure charged
tc the revenue of the Central Government, in india and in England.””
Now before I substantiate my criticism, I should like to point out that it
is not right that money spent on durable public works, whether military or
civil irrigation and so on, should be at all chargeable to revenue. A high

authority on public finance, Professor Bastable, makes the following
observations on the subject:

‘ Abnormal expenditure ’, he says, ‘‘ frequently occurs in a somewhat different
way, as in the case of durable public works or other improvements . L

The Honourable Sir Basil Blackett (Finance Member): Abnormal?

Mr. N. M. Samarth: Yes, abnormal] because they are not necessarily
normal. Military roads made in Waziristan from which posterity also
will benefit have been charged to revenue. Now why should the present
generation be penalised by this amount being charged to revenue? If the

Honourable Member will have patience, he will find that the distinguished
suthor says further:

‘It may be a part of State policy tu erect extensive public buildings, to carry out
a system of fortifications, of railway roads or canals, to drain apd plant waste lands
to promote colonization or to develop industry that requires the aid of its capital.
Outlay of this kind "—he goes on to say—‘‘ is in mercantile phraseology chargeable to
capital and not to revenue, and is clearly abnormal. The method ost invariably
adopted is to meet the abnormal outlay by abnormal receipts, namely, borrowing, or,
to put the point in another way, to turn the extraordinary expense of a given year
into the ordinary one of int%rest on debt.”

There should be no question about the canon of public finance which
Jae has laid down, and I wish to apply it now. I say rightly capital outlay
at New Delhi Las not been charged to Revenue. The Honourable the
Finance Member has expressed some doubt on the subject. He has said,
‘“ Apart from ou- revenue receipts, we have spent many crores on umpro-
ductive purposes, the expenditure on which is classed as capital expendi-
ture. New Delhi is the most obvious example. I can see no justification
other than sheer necessity for not treating this expenditure as chargeable

against revenue and in any case it ought to be repaid out of revenue at an
early date.”’ :

With all due deference, I venture to question the correctness of the die-
tum of the Honourable the Finance Member, and my authority is Professor
Bastable. Now, Sir, I shall apply.this to three items in the Statement
of Expenditure. At pages 12 and 13, Honourable Members will find Ttem
No. 50 ‘‘ Military Works. "* The Budget estimate for 1923-24 is given
as 4,23,55,000. Now if Honourable Members will turn to the Military
Budget, page 199, they will find the entry under the head ‘‘ Military
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Works "’,—Works, Capital Expenditure 1,96,00,000. I submit there is no
justification for charging this sum to revenue. It must go to capital
account. Now tiake another entry, No. 41, Civil Works. The Budget
estimate for 1923-24 under this head is 1,87,63,000. If you look at the
Demand for Grants, Demand No. 41, at page 121, it will be found that
92,82,000 out of the total amount is for original works. That is what
Professor Bastable calls durable public buildings, and which ought not
to be charged to revenue. Take again a third item in the Statement of the
Expenditure charged to the Revenue of ‘the Central Government, say
No. 16, the heading of which is Irrigation, etc. Capital Account {charged
to Revenue)}—Construction of Irrigation, etc., Works—financed from ordi-
nary revenues, total 2,16,000. There is absolutely no justification for
charging it to revenue and swelling thereby the expenditure. I take my
stand again on Professor Bastable’s -principle. Now if these three items
are totalled together, the total comes to 2,80,98,000. Calculating interest
on it at 6 per cent., it will amount to 17,45,880. I charge that to revenue,
snd let these 2, 9098 000 be transferred over to capital account. Then,
spa OU of the deficit of 4'26 crores if you deduct this sum of
™ Rs. 2,73,52,120 you get a deficit of Rs. 1,52,46,880. Now,
another point upon which there was discussion on the last budget occasion
and which has been referred to by previous speakers, especially I believe
by Mr. Jamnadss, Sir Vithaldas Thackersey raised the question of the
railway annuity. The debate will be found at page 2798 of the Legislative
Assembly Debates, Volume II, Part 8. He observed :—** The second item
I object is that we are debiting to revenue the 536 lakhs which we pay as
annuities for the purchase of railways. 1 can understand debiting tq
revenue interest charges, but I cannot understand how we can debit to
revenue our capital charge, namely, the amount we pay in instalments to
the shareholders for the purchase of the railways. It is really not a revenue
charge but a capital charge.’” And if you take an account you will find
that out of a total of 5 crores 3 lakhs 62 thousand which is the amount
of the annuities for the purchase of railways, the capital portion of that
is Rs. 1,21,70,000. There is no reason why the amount should not be
sent over to the capital account. Well, if you deduct that then from the
amount of Rs. 1,52,47,880, the balance is Rs. 30,77,880, which alone is
the real deficit. And surely ways could easily be found in the course of
the year to meet this 30 lakhs 77 thousand odd rupees. Therefore, there
is no real deficit which we have to provide for and, therefore, there is no
need for additional taxation, and consequertly all the discussion as to ways
and means and the alternatives is in my humble judgment outside the scape
really of the present discussion. Of course I saw Mr. Aiyar nodding his
head whenever 1 said that the items should not be charged to revenue
but I bave givea my authority for saying why they should be charged to
capital. I say there is no reason why the present generation should be
penalised and made to pay for the benefits which postenti will also derive.
It is a wrong principle, wrong budget framing, wrong book-keeping to have
these charges included in the expenditure with the result that the expendi-
ture is swollen and the deficit is increased. I submit therefore that there
is no case made out for any additional taxation. That, Sir, is my point.

Now, Sir, I should have liked to finish, but as reference was made by
Mr. Bray to Wazirigtan, in which I take some interest and to which I
referred at the time of the last budget discussion, I mav be permitted just
to make a few observations. Last year 1 attacked the policy of Govern-
ment in regard to Waziristan. I said that, whatever the politi®al reasons



L d

3058 LEGISLATIVE ASSEMBLY. [6rE MarcH 1923.

[Mr. N. M. Samarth.]

may be, whatever the military reasons may be, from the financial point

of view I oppose it. And throughout my position has been that you cannot

go and occupy &and administer the country. A downright forward policy

is out of the question. That was my position, and therefore 1 asked

Government to sbandon that policy. I am glad to say that the enuncia-

tion of the policy which I heard from Mr. Bray yecterday means the

abandonment of that policy. I am not in favour of a burn and scuttle

policy, a policy of sending punitive expeditions and then withdrawing

afterwardg, with the result that you leave behind a legacy of tribal hatred -
and cause tribal emboldenment by the weakness of the withdrawing Govern-

ment. That policy also is out of the question; and a folicy of eccupation

and administration, a downright forward move, is also out of the question.”
I have been throughout an advocate of what is called the Sandeman

pulicy, or a policy approximating to the Sandeman policy, namely, con-

trolling the tribes without annexing them, and I am glad that that is the

policy which I find adumbrated in the speech which Mr. Bray made. I

feel gratified that my fight has been ultimately successful. - ‘With these

words, Sir, I will close my remarks.

The Honourable Mr. C. A. Innes (Commerce and Industries Member):
Sir, it is not usual for the Commerce Member to intervene in this general
discussion, but Sir Basil Blackett has specially asked me to deal with
one suggestion which has been made in the course of the debate. It is a
suggestion which has been freely canvassed in the public press, a suggestion
which was made with engaging simplicity by Mr. Spence of Bombay yester-
day and a suggestion which has been repeated by more than one Honourable
Member. I refer to the suggestion that we should impose an export tax
upon motor spirit or petrol. Now, Sir, let me state the problem. In
1917 we passed an Act by which we imposed an excise duty of 6 annas a
gallon on all petrol produced in India and an equivalent surcharge on the
impert duty of all petrol imported into India. In accordance with our
usual practice, we allow a drawback of that excise duty on all .petrol ex-
ported from India and that is the cause of the complaint. In India we
produce 34 million gallons of petrol. Of those 34 million gallons, 14 mil-
lion gallons are consumed in the country and the remaining 20 million
gallons are exported. Now, two complaints are made. In the first
place it is said that we treat the Indian consumer unfairly; we charge him
an excise duty of 6 annas a gallon and we let the foreign consumer go free.
Secondly, we are accused of sacrificing wantonly a large possible revenue;
if we imposed an export duty of 6 annas a gallon on the 20 million gallons
of petrol exported from India, it is said that we should make 75 lakhs of
rupees per annum provided, that is, there is no decrease in exports. Conse-
quently, two suggestions have been made. One is that we should impose
that tax of 6 annas a gallon on,all exports of petrol. The other suggestion is
that we should lighten the load on the Indiah consumer by reducing the
excise duty to 3 annas a gallon and charging that excise duty not only upon
petrol consumed in the country but also on petrol exported from
the country. It sounds exceedingly simple, but perhaps the House
will not be surprised when I say that had it been as simple
as all that we would have adopted this expedient long ago. I will first
deal with the theoretical aspect. I won’t take very long with that. Theore-
tically an excjse duty is essentially a duty upon consumption and that is
what we intend it to be. We remit that excise duty on petrol exported
because we-do not wish to place our producers in an unfavourable position
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compared with producers in other countries. We cannot be sure that our

- producers can pass on the duty to the foreign consumer and we are never
quite sure that the duty will not recoil upon ourselves and upon our own
producers. That is the theoretical reason why we give a drawback of the
excise duty on exports. We give that drawback in respect of the cotton
excise and we give it in respect of this petrol excise duty. But, Sir, 1
will take the purely practical question of what is likely to be the probable
effect of imposing this export duty, as I may cell it, of 6 annas a gallon ‘on
-exports of petrol. How much revenue are we going to get out of it and
what are the other effects going to be? Those are the points to which I
shall ate.rcss myself and I will ask the House to remember three material
facts. First, the production "of petrol is a mere incident in the manufaec-
ture of kerosene oil. In fact before a use was discovered for petrol in con-
nection with motor cars and vehicular transport of that kind, the Burma
Oil Company actualiy used to burn their petrol. They had no use for it.
Secondly, only surplus petrol is exported from India. India’s demand for
petrol is fully met, and it is only the surplus above the requirements of India
that is exported ; and thirdly, the exports of petrol from India, or rather from
Burma, are merely a drop in the world’s supply. Most of that petrol, most
of those.20 million gallons, go to the United Kingdom. The United King-
dom’s imports of petrol are 210 million gallons. This st fact is very im-
portant indeed. It means that if we impose this expert duty upon petrol,
the Indian Oil Companies could not pass‘on that duty to the foreign con-
sumer; the Indian Oil Companies could not raise their price for the foreign
consumer ; they would have to sell their petrol at the world’s price. Well,
what would the effect be ? The Oil Companies would have to pay that 6 annas
a gallon themselves. They would have to pay 75 lakhs of rupees per annum
themselves, and the inevitable effect would be that the Oil Companies would
not be able to export petrol from India at all. I do not know what the cost
of production of petrol in India is. I do not think anybody knows.

Dr. H. 8. Gour: Two annas a gallon.

The Honourable Mr.. 0. A. Innes: Then Dr. Gour is wiser than I am;
all T can tell you is this. We have studied this question with reference to
the experience in otker countries. The question of an export duty on petrol
from Mexico is a very old question, and after long experiments the rate
of export duty at Mexico has crystallized down to half an anna a gallon.
In the Dutch East Indies the export duty or‘petrol was fixed in August
1921. There again they fixed it at something like half an anna a gallon,
and I believe that the future of that tax is very uncertain. But the most
instructive history of all is the history of Roumania. In 1919 Roumania
imposed an export tax of 20 per cent ad valorem upon mineral oils. What
was the effect? The effect was that they crippled their export trade. In
the first four months of 1919, 900 tons of kerosene oi! represented their ex-
ports. There was another result— production in Roumania was seriously
affected : and the result of Roumanian experience is that the export duty
on petrol from Roumania is now fixed at the equivalent of one farthing
per gallon. Now I have given the House the experience of other countries.
1 have shown that in other countries where they tried this export tax, they
have not been able to fix the tax at a higher figure than one-half penny

er gallon. I think that it will be clear to the House now that it is entirely
out of the question for us to think of imposing an export tax on petrol ex-
ported from India at anything approaching either 6 annas, -or even the
8 annas a gallon proposed by my Honourable friend Mr. Spertce. If we
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go by the experience of other countries, the very most that we can-safely
impose would be a tax of half an anna a gallon. That would yield us &
revenue of just over 6 lakhs of rupees a year. Then, Sir, there is another
side to the shield. We cannot take this question of an export tax on petrot
apart from the question of kerosene oil. Now, whatever may be
the complaints of the consumer in India and in this House against
the Burma Oil Companies in respect of the prices they charge
for petrol, I do not think that there is any one here who can
cavil at the policy adopted by the Burma OQil Company in respect
of the price they charge for kerosene oil. They fixed their price for kero-
sene oil, inferior yellow kerosene oil, as far back-as 1905 at the range of
prices obtaining then. They fixed it at Rs. 2-14 per unit of 8 gallons
ex installation at the ports; that was for inferior oil. They maintained
that price for many years, they are maintaining it still. But, as inevitably
happens, the demand in India gradually overtook the supply with the result
that at the present time the demand for kerosene oil is something between
150 to 180 million gallons a year, whereas the amount of kerosene oil pro-
duced in Burma is only 100 million. Now the effect of these factors became
most evident in the latter days of the war. The Burma Oil Company still sup- -
plied the inferior oii at Rs. 2-14 a gallon, but it was unable to meet the
whole of India’s demand, and petrol had to be imported from abroad ir
order to supplement the Burma supplies. For a time the price of these
imported supplies was governed by the price of the Burma oil. But, as
the war dragged on, the importing Companies were unable to import kero-
sene at that price. Consequently the Burma Oil Company were unable to
make their price of Rs. 2-14 a gallon effective. We all remember in 1917
and 1918 what profiteering there went on in kerosene oil; how the Burma
Oil Company tried to maintain their price, but how the middlemen, how
the profiteers, drove the price up. It would have been perfectly simple
for the Burma Oil Company to raise its price to the level of tne price of
the imported oil. It did not do so. With the full cognizance of Govern-
ment, though we had no share in it,— they came to an arrangement with
the Asiatic Petroleum Company. It was a pooling arrangement. They
pooled their supplies, and they pooled their prices. It is a complicated
arrangement, and I am not going into it now, but all I will say is that as =
result of those pooling arrangements, the price of inferior kerosene oil irr
India at the present time is estimated to be 3 annas a gallon below the
wotld’s market price. It is” estimated—I give the figures for what they
are worth, I saw them in the report of the annual meeting of the Burma
Oil Company recently,—it is estimated that India has scored by that arrange-
ment since 1919, 82 crores of rupees in kerosene oil alone. On the one
side you have these Oil Companies maintaining a price of kerosene oil three
annas a gallon below the world’s price. They have always got a margin
up to that. They could raise their price. On the other hand, you have
this possible export tax. I have shown that if you put a tax of 6 annas
a gallon or even 3 annas a gallon on those exports, you get no revenue at
all; you merely kill the trade, and if you put on a small tax, yout take this
64 lakhs out of the Burma Oil Company and other oil compames but there
is nothing in this world to prevent them from recouping themselves by
increasing the price of kerosene oil. Now does this House want the price
of kerosene oil to be increased in order to get a very small amount of duty
out of this export tax on petrol? Sir, Government has been accused
throughout the couttry by propaganda spread by the motoring trade, Govern-
ment has Been accused of deliberately sacrificing this revenue. I have
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shown that it is nothing of the kind. The whole matter has been explored,
and we have come to the deliberate conclusion that the thing is not worth
doing. We should get very little revenue out of it, and we might send up
the price of kerosene oil for the poor man in India.

Mr. Ashruft O. Jamall (Bengal: Nominated Non-Official): Sir, at the
outset I must congratulate my Honourable friend Sir Basil Blackett for
the very able and lucid manner in whiche he presented the Financial State-
ment to us last Thursday. The Budget, Sir, though it shows a deficit of
Rs. 4} crores, will, I am sure, be better received than has been the case
in recent years. Sir Basil Blackett very rightly remarks that he is the
inheritor of the three years’ work of my Honourable friend Sir Malcolm
Hailey. But he has realised from the last two days’ discussion that his
position is by no means an enviable one. As a commercial man, Sir,
I would be the first to endorse the necessity of balancing the Budget.
But the contemplated tax on salt which has been proposed by the Hon-
ourable Member to attain that object is going to be a very unpopular one
and not well received. This House last year this time discussed at great
length this subject and the result of it was that it was rejected. My
Honourable friend Mr. Samarth has given some suggestions and I agree:
with him that some charges have been made to Revenue which should
go to Capital account. If those suggestions are taken into account, the
Budget, I daresay, will balance itself. This morning before lunch when
I was sitting here I admired the eloquent speech of my Honourable friend
Mr. Jamnadas Dwarkadas until such time as he touched jute. Sir, I
come from Calcutta and I am vVery closely associated with that industry.
I know that at the present moment it is under no healthy conditions.
The jute mills are working only 4 days in the week. We are piling up
stocks and we are running into large finances. Our buying power all
depends on foreign countries and everyone knows distinetly how very
much depleted the foreign buying power at the present day is. Under
the circumstances, I think if the suggested jute tax is at all levied, it will
go to hamper the jute trade of Bengal. According to Mr. Samarth’s
remarks, as the Budget balances itself, Sir, I venture to advocate that
let us close this last year of this Assembly—India’s First Parliament—
without .any fresh taxation and with a real effort to curtail expenditure
wherever it may be possible, so that in the next 3 of 4 vears we may have
surpluses going not only to reduce provincial contributions but to reduce
the taxes that have been levied in recent years. In concluding, I would
like to associate myself with my Honourable friend Sir Basil Blackett in
expressing our grateful thanks to the Inchcape Committee for their devoted
work which would not only be of great assistance to this House but of
invaluable service to the country at large.

Mr. Harchandrai Vishindas (Sind: Non-Muhammadan Rural):  Sir,
coming as one does at this verv late stage of the debate, one has neces-
sarily to run the risk of slithering down the groove of repetition, although:
I shall attempt as far as possible to avoid it. Now. I do not think I need
go over the ground of praising the Finance Member or praising the
Inchcape Committee, because that ground has already been traversed
too much. T rather think that one faces a danger in praising the Finance
Member, because if ‘you praise him he might be spoiled. He has been
already praised so much that he would not be able to present such a
felicitous report and speech as he has done this year. It was a great
pleasure to me to read that speech from beginning to end and I do not
want to be deprived of that pleasure for the next year, which will be the
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«case if he gets puffed up by too much praise. The first thing I have to
remark is that the impression which I first formed as to the motive underly-
ing Sir Basil’s imposition of salt tax may be described as under.
But first I will make a digression. Mr. Manmohandas Ramji told us
yesterday that he could easily detect a defect in the Finance Member’s
Memorandum in that he had allowed 88-6 crores for the railways, whereas
only 80 crores that had been originally sanctioned would be enough, so
that, this saving, of between 8 and 9 crores he suggested, would be quite
enough for doing away with the proposed extra taxation. Then, he went
further and said that in finding out that defect we were far shrewder than
‘the Finance Member had thought us to be. But to my mind the Finance
Member is far more astute than any of us and for this reason. Here 1
will come to the motive which according to me has actuated the Finance
Member to impose the Salt Tax. I was under the impression that the
Finance Member must have read the whole debate of last year including
‘the debate that turned upon the motion of Mr. Joshi on the Finance Bill
to substitute Rs. 1-4-0 for Rs. 2-8-0 salt duty as it stood in the Bill which
meant that the enhanced duty be not allowed, which motion was carried
by a large majority. Having read the whole of that debate, as he must
have done as a matter of duty, I could not for the life of me understand
how he came forward with that proposal again this year. But one solu-
‘tion suggests itself to me. T thought that he was playing a deep game.
He wanted to elude us and to take us off the scent, so that we may not
howl for the reduction of any existing taxation. It was a kind of strate-
gic move knowing full well as he did that the salt tax would never be
accepted by the Assembly. He said to himself that if he did not propose
some kind of fresh burden to cover some fresh deficit, Members would
make a hue and cry for cutting down some of the taxation that is already
in force. He has succeeded in that. Nobody has come forward and sug-
gested the reduction of the present taxation, Therefore, I think that .all
those Members of the House who have taken the Finance: Member seriously
about the proposed taxation on salt are mistaken and they ought to
modify their opinion, because the Finance Member is almost certain that
this tax will be thrown out by the Assembly. Now, Sir, I quite agree—
in fact it would be foolish on my part not to agree—with the main prin-
ciple of finance laid down by the Honourable the Finance Member that
the budget should be-balanced and deficits not left uncovered. I do not
think there has been a single Member of this House who has had
the temerity to challenge that maxim. Only it has been pointed
out by Member after Member that there are ways and means
of substituting something for the salt tax which will make a
great leeway. in eliminating the deficit altogether. I mneed not
waste the time of the Assembly by repeating the suggestions which have
been made by several Members, by Sir Gordon Fraser, Sir Montagu Webb,
Mr. Samarth and other Members, but T can say this much that the House
will not meet with the slightest difficulty in substituting some other
source for the salt tax. We the Democratic party intend, when the
‘proper time comes, i.e., when the Finance Bill and the Demagds for
Grants are discussed—to put forward proposals in lieu of the salt tax
which will balance the Budget without the least difficulty. Now, Sir,
there are one or two points with reference to the Finance Member's speech
which I wapt to emphasise. The Honourable the Finance Member has
said that we ought not to be wise after the event so far as the question
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of exchange is concerned, and that there is no use crying over spilt milk.
He is referring to the fact that the exchange that was originally fixed has
turned out to be a delusion and a snare and that we dil not look shead
at the proper time. But with due submission, Sir, I inquire who are
the culprits responsible for that mishap? Not we, the public, but the
Government. We were not wise after the event. We were *wise before
the event. The public went on clamouring to the Government that they
were adopting a suicidal policy by fixing the e=change at the high rate of 2
shillings a rupee while there was a steady tendency of falling exchange.
And we were not guilty of crying over spilt milk, but rather we were
telling the man who was deliberately spilling milk not to do so.
(Laughter.) If there is any blame in the matter, it attaches to the Gowv-
ernment. Then, again, Sir Basil Blackett has told us that this is not
the time for stabilising the exchange, and Sir Montagu Webb also agreed
with him. But the reason that Sir Montagu Webb gave rather goes the
other way. He says there is a great danger of exchange going down-
-wards and downwards up to even one rupee a shilling. What does that
show? That shows that you have to stabilise it to avoid all
kinds of disastrous fluctuations. There should be no fluctuations.
As Mr. Jamnadas has pointed out, these fluctuations” have been
the ruin of the country. As Mr. Seshagiri Ayyar has pointed
out, they compromise commercial morality; they create a kind
of distrust on the part of European merchants who deal with
Indian merchants. It is not the fault ‘of the Indian merchants at
all. The Indian merchants have been crying themselves hoarse from time-
to time that it is this exchange policy of the Government
that has been responsible for these unfortunate results. Then
I say, Sir, that as the prophecies of the Indian merchants
have been true and the Government prophecies have been falsified, the
present prophecies which the Indian public are giving to the Government
should be accepted, its own -prophecyv should be rejected, and exchange
should be stabilized. That will make for sound finance in the future.
_8ir, now I will touch only one more subject, although it will be considered
to be a very threadbare one. There are some points in it in regard to.
which I may be excused for resorting to repetition, which I have
myself at the outset of my observations condemned. Sir, I refer to the
military expenditure of Government, and the long drawn out wail of the
public regarding ib. I know that at the present juncture, by the very
nature of the case, my observations will partake of an academic rather
than a practical nature. Still nothing will be lost in pressing the points
year after year that strike one to bring to the attention of this House and
the Government. His Ezxcellency the Commander-in-Chief, when he

came this morning, told us that it was possible for Honourable Members
to discover a kind of inconsistency in the assertion he made last year that
it was not possible to reduce the British units or Indian units at all, and
his concession to the Inchcape Committee in that respect this time. This
was a point I had proposed to make, but he forestalled me. He said

there is no inconsistency because the state of affairs has considerably

altered, the internal as well as the external conditions having both im-

proved. And therefore it was that he agreed to the reduction in forces

suggested in the Inchcape Committee’s Report. Quite right, but all I

gav is that the concession is rather a -grudging and a narrow one. If the

internal . conditions of the country and the external conditions have im-

proved as we all know they have, I think a much vaster redyction should

have been allowed than His Excellency is prepared to concede. Then, Sir,
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Sir Basil Blackett, the Finance Member, showed some kind of impatience,
quite naturally from his point of view, at Member after Member talking
of the Inchcape Committee’s Report not being acted upon in the Finance
Minister’s speech, but what I say is this, that not a very valid or ade-
quate justification has been shown in the Finance Member’s speech as to
why such a very tardy and such a very small and inadequate acceptance
of the proposals has been made instead of very liberal reductions.  The
belief of those who have gone through the Inchcape Report is that many
of the suggestions can be immediately given effect to not to the fullest
extent that they have been made by the Committee, but to a very liberal
extent. Now, Sir, I will briefly refer to certain pages of the Report where
these strike me. First of all we come to page 11, paragraph 10, relating
to the preseat Command system:

“ Army Headgquarters, Staff of Commands, etc.—A considerable portion of the
large increase in expenditure under this heading since 1913-14 is due to the introduc-
tion of the four-Command systém in 1821.”

Then an explanation is given as to how this new system came to be
introduced and five reasons have been assigned. But I have been in-
formed from other sources that this four-Command system is entirely
unnecessary and unnecessarily expensive. If a judicious and economie
arrangement were devised, it would be very easy to bring all the four
Commands within the compass of two Commands, because you find that
so far as my own Province of Sind is concerned, (I think it comes under
the Western Command) a great deal of it is merely desert. Likewise
you have the Northern and the Eastern Commands. These two could
be very easily combined, and the Southern and the Western Commands
could be very easily combined, and a great deal of saving effected. My
estimate is that that saving would come to between four and five lakhs
of rupees. Why that should not be done at once I see no reason. Of
course the Inchcape Committee say they would give it a trial, but I think
as it has failed, on the very face of it the trial is merely a waste of money.

Then proceeding to page 12, paragraph 12:
‘“ Army Headgquarters— .
The tctal expenditure for 1922-23 is more than double that of 1913-14 ™

a point that has been referred to by Dr. Gour,

‘“ although the number of troops in the fighting services has decreased by 15,517
and prov-tion has been made for decentralising the control of minor matters to the
‘Commands. The establishment of Army Headquarters has increased as follows.”

And they add later:

“ It is obviously not practicable in the limited time al our disposal to make any
very definite detailed recommendations but we consider that the provision for officers
at Army Headquarters should be reduced to the full extent recommended by the
Annes Committee.’’

‘This suggestion should be carried out. Then. Sir, before I proceed
further with reference to this Report, I pause for a reflection, and that is
this. Tt strikes me that the soldier, the Army man and the Army officer
is imbued with the idea that as he is the saviour of the country, as he
gives his life, all the other Civil departments are no good as compared
‘to him and why should these civilians grudge him lavish expenditure?
‘When trouble comep, external or internal, it is he who would be called
upon to shed his blood and therefors why should he not be allowed to
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spend lavishly? This engenders a sense of indifference, irresponsibility and
overlordship in the military department. Of course, the highest officers
like the Commander-in-Chief and the Generals and other men with a
sense of responsibility are not at all influenced by that idea. I sincerely
believe that His Excellency the Commander-in-Chief is always prompted
by the desire of carrying out the wishes of this Assembly, and of effecting
as many economies as possible. But the lower ranks, the ordinary soldier
or man, or small officer has got no sense of frugality at all. He does not
want to cultivate that sense; that is not in his nature. Now as an instance
of that I was only recently. told that in Karachi one motor lorry was employed
in carrying a few bottles of beer, etc., from Kamari o Karachi, 5 miles.
(Laughter.) I find that the prevalence of this tendency has received cor-
roboration from the following remark in the Inchcape Committee’s Report.
On page 15, paragraph 20, they say:

‘“ We have examined the position in regard to mechanical transport and attach a

statement showing the estimated military requirements and the present stock of vehicles,
classified at our request,”

and so on, and they continue:

““ We consider there is no justification for providing the stock of vehicles which
the military authorities estimate is required, and we recommend that, while the
present financial conditions obtain, the authorised establishment of motor vehicles
including reserves should not exceed 1,600 vehicles, excluding motor cycles. The
holding of large excess stocks must necessarily result in increased costs for main-
tenance, garage accommodation, interest on capital, depreciation and personnel, and
in addition there is a ‘tendency to use the vehicles, if available, for non-essential
purposes. In this connection we examined the records msintained by one motor
transport company and fouad they were far from satisfactory; the number of vehicles
in use was considerably in excess of the requirements, and in many cases the daily
loadeg nuleage run by individual lorries 'was only 2 to 4 miles with light loads of about 5
maunds.”’ .

His Excellency the Commander-in-Ohief: This has already been
accepted.

Mr. Harchandrai Vishindas: Then.I sam thankful to His Excellency.

Mr. President: I must warm the Honourable Member that his time is
exhausted.

Mr. E. Burdon (Army Secretary): I wish to reply very briefly to certain
observations which have been made in the course of this debate on the
subject of the recommendations of Lord Inchcape’s Retrenchment Com-
nmittee in regard to military expenditure and the Army estimates for 1923-24.
My object in doing so is not to embark upon any form of contention but
really to give the House certain information which I feel sure that Honour-
.able Members would like to have.

I will deal first with certain remarks made by my Honourable friend
Mr. Rangachariar. If I remember his speech correctly, he raised two
‘points of special importance. In the first place he referred to a statement
in the speech of the Honourable the Finance Member made with reference
to the revised Army estimates for 1922-28. The statement was to the
effect that the budget for 1922-23 provided 65'10 crores for the established
charges of the Army, whereas, according to the revised estimates, the
charges will now amount only to 604 crores; and I think my Honourable
friend’s point was that it was unjustifiable for Government to frame so
high an estimate in the first instance. The explanation of the apparent
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defect in estimating is fairly simple. In the budget for 1922-23 we made
an allowance for a fortuitous shortage of British troops and other per-
sonnel. The shortage, however, continued much longer than was antici-
pated and much longer than could have been foreseen and the saving on
this account will exceed the allowance made in the budget by 124 lakhs.
Again savings secured by the consumption of surplus stores as opposed to
new purchases yield Rs. 65 lakhs more than the budget estimate, while the
receipts from the sale of surplus stores and surplus lands and buildings.
will be higher by 48 lakhs. There are other fluctuations one way and
another of a similar fortuitous character and the net result of all those that
I have mentioned is to give a saving of 290 lakhs of rupees-on the original
estimate. Again, the fall in prices to a lower level than could have been
anticipated contributes a further saving of Rs. 75 lakhs. Fluctuating
charges in hospitals on the diet of hospital patien® have gone down by
50 lakhs of rupees owing to a remarkable fall in the constant rate of sickness
amongst soldiers due to favourable seasons and efficient medical adminis-
tration. There has also been a large reduction in Home charges on furlough
allowances, marriage allowances of British troops and sea transport, due
largely to economies and reduction cf rates effected in the course of the
_year. These, however, have been counterbalanced by an unforeseen increase
in non-emective charges, the estimating of whieh in recent years has been
a matter of great difficulty. I trust that this explanation will set my
Honourable friend’s mind at rest. The estimates were prepared on the
correct basis according to the data then available, for example, on a forecast.
of prices supplied to the military authorities by expert advisers. Further,
as the Honourable Finance Member explained the savings which it was
thus possible to secure by strong control and good admimstration or from
fortuitous causes were not allowed to be dissipated on other normal forms
of expenditure; and I am sure my Honourable friend would not wish that
the savings had not been realised, or that the savings had been spent.

The second of my Honourable friend’s points was generally to wue
effect that, while Lord Inchcape’s Retrenchment Committee have recom-
mended a total retrenchment of approximately 13 crores (Rao Bahadur T.
Rangachariar: **-13-95 crores.”’), of approximately 14 crores, the estimates
for 1923-24 disclose a reduction of 575 crores only. Here again, there is
an explanation which is simple enough if stated on broad lines. The
Retrenchment Committee took as their basic figure the cost of the Army
in India according to established sanctions unrelieved by any of the for-
tuitous credits to which I have just referred. These fortuitous credits,
and fortuitous debits also, have affected the military estimates for the
last two or three years and they have, I am afraid, tended to make the
sibuation as regards military expenditure somewhat obscure at the first
glance. Now, if the total value of.the retrenchments proposed by the
Retrenchment Committee is deducted from this basic figures.which I have
mentioned and to the result there is added the amount which is estimated
as required to cover the terminal charges and the lag mentioned by the
.Honourable Finance Member, we arrive at the figure of the Army estimates
for 1923-24. In the lag I include here the normal charges of the troons
to be reduced in the interval before the retrenchments if accepted could
be fully carried into effect. I will not attempt to give the precise details
of the calculation now; the matter is much too intricate, and it is necessary
that T should be‘brief. I will, however, be glad to give my Honourable
friend and any other Honourable Member whao desires it a statement which
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will show the exact figures and the exact process of calculation. Generally
speaking, also, I think I am right in saying that my Honourable friend,
Mr. Rangachatiar, seemed to doubt the reality of the retrenchments in
military expenditure which it is proposed, subject to the agreement of
His Majesty’s Government, to adopt. I think there is some Justification,
i’ I may say so, for his attitude, because in the short time at the disposal
of Government since the presentation of the Retrenchment Committee’s
Report it has not been possible to exhibit in the printed Army estimates
the full consequential details of the acceptance of the recommendations.
Thus, for example, we have had to retain in the column showing ‘the
strength of the personnel the figures of 1922-23. It will only be possible
to correct these completely when the details of the reductions have been
finally settled. On the other hand, I imagine that Mr. Rangachariar’s
doubts must have been largely dispersed by the statement which His
Excellency the Commander-in-Chief made this morning, and I hope, there-
fore, he will now look upon the Army estimates with the eye of faith. I
can assure him, with reference to certain further remarks that he inade,
that provision has been made for reductions in the staff and establishments
at Army Headquarters and in subordinate- formations, that a radical re-
organization and reduction of the supplv services is contemplated, that
there will be reductions also in the personnel of the Mechanical Transport,
‘and the Medical Veterinary and Remount services, and the Schools of
Military Training and of the Army Educatipnal Corps. - The number of
mechanical transport vehicles to be used in peace and the mileage to be
run by them will be largely curtailed and the cost of feeding animals in
remount depdts will also be considerably reduced. Certain other Honour-
able Members,' who have spoken in this debate, have expressed the view
that Lord Inchecape’s Committee have not gone far encugh in regard to
retrenchment of military expenditure. They have read out passages from
the Committee’s Report in which the Committee have said that the existine
burden of military expenditure is more than the country can afford and
must be substantially reduced. @Well, S8ir, I also have read
these passages but--I have gone a Little further in the bonk
and- I have read the recommendations which the Committee made
in pursuance of their belief that military expenditure has got to
be diminished. It is evident from a perusal of the Report that
the Committee themselves consider that they have gone as far as it is
possible to go at the present stage of events. I am sure that no Honour-
able Member of this House will deny the competence of the distinguished
gontlemen who constituted the Retrenchment Committee, and I personallv
can vouch for the ruthlessness with which they attacked the military esti-
mates. I think I appeared before the Committee myself more frequently
than any other individual official.

I think it will be of interest to the House if I summarise one very im-
portant aspect of the Committee’s recommendations. The reduction in
fighting troops which they have proposed amounts to 8,500 British troops
and 6.000 Indian troops, a total of 14,500. I am sure the House will
recognise that proportionately the reduction is very considerable. The
effect of these reductions if they are carried out to the full will be to alter
the ratin, which, as my Honourable friend Dr. Gour informed the House
this morning, used to be 1 to 2, to 1 to 2.67. My Honourable friend Dr.
Gour has evolved certain suggestions of his own for effecting further
savings. One of these was the transfer of internal security duties from
the Army to the Police. Well, I may explain that the suggestion is one

)
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which has actually been considered, and it is one which the Army, if the
decision were left to them, would like very much to adopt, as I can assure.
the House there is nothing the Army hates more than to be called out
for the suppression of civil disturbance. There are, however, certain
objections to it. The first objection is that it would to a very large extent
merely amount to robbing Peter to pay Paul. It is true that armed Police
Battalions, according to the calculations which we have made, wouldl
probably cost less than a regular Indian Infantry battalion, but there
would be no very great difference and the charge would, as the House
will understand, merely be transferred from Central to Provincial estimates.
There are military reasons of great cogency also against the proposal, but
the House will understand that it is impossible for me to discuss seriously
on the present occasion a large question of policy of this kind. My Hon-
ourable friend Dr. Gour had also something to say in regard to further
reductions of British troops. Well, as the House are aware, the Retrench-
ment Committee, who were in a good position to judge of the matter, and
the Commander-in-Chief do not consider that any larger reduction can
with safety be made than that which has been proposed. That reduction,
as I have shown, is considerable. There is one other distinguished
authority whose support I think I may claim for the view that greater
reductions should not be embarked upon at this stage. I am referring
to my Honourable friend Sir Sivaswamy Aiyer. He told the House this
morning that he does not altogether share the opinion of the Honourable
Sir Dinshaw Wacha on the subject of the abolition of the amalgamation
scheme. I think I may assume that by this he means that India must
for the present continue to rely in some measure upon the services of the
British Army. My Honourable friend Sir Sivaswamy Aiyer has an in-
timate acquaintance with the whole matter. I need hardly remind the
House that it is not so very long ago that he was a Member of the Com-
mittee which dealt with the military requirements of India. My Honour-
able friend Sir Sivaswamy Alyer, in the course of his speech this morning,
mentioned two matters to which he desired to draw the particular atten-
tion of His Excellency the Commander-in-Chief; His Excellency being
detained in another place did not hear .these particular observations and
was therefore unable to reply to them. I feel sure, however, that I can
promise my Honourable friend on behalf of His Excellency the Command-
er-in-Chief, that the question of admitting Indian officers to departments
of the Army as distinguished from the combatant formations, will be care-
fully examined, and also that His Excellency the Commander-in-Chief
will do everything in his power to secure a favourable decision on those
Resolutions which were passed in this House in connection with the Esher
Committee’s Report and which are still under consideration either by the
Government of India or by the Secretary of State.

Khan Bahadur Abdur Rahim Khan « (North-West Frontier Province:
Nominated Non-Official): Sir, yesterday I must say that I was thankful
to this Honourable Assembly that the view of those Honourable genfle-
men who used to be authorities on the Frontier question was most fav-
ourable; but it is very painful to me to see that my learned friend Dr.
Nand Lal, who always speaks with a full voice and from a full heart, is
just as obstinate gnd as far astray as ever. I will appeal to him and I
will just offer some observations to him in particular and to other Honour-
able Members in general to be more charitable towards our Province.
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Sir, I will take the situation on the North-West Frontier from three
aspects. and deal with it. Firstly, from the aspect of the people who are
living there; secondly, from the aspect of the Civil officers, and lastly but
not least, from the aspect of the Military officers in order to show that we
don’t deserve his remarks. I must say that we have all
been treated very badly and we have all been ecriticised very
disgracefully. My Honourable friend Mr. Bray yesterday and His
Excellency the Commander-in-Chief to-day made a full statement concern-
ing the Waziristan question, which prevents me from enlarging on the
same. I would like just to describe before this learned Assembly the charac-
. teristics of the people with whom we have to deal in order to show that the
close border policy is rightly adopted by the Government. ' .

War is at every door and warlike virtues behind every door, under a
brute there is a free man and a man with a heart. They abound in cour-
age and ready for sacrifice. Amid their perilous mode of life and the
perpetual appeal to arms there exists no sentiment much warmer than
friendship nor any virtue stronger than heroism. To him who loses every-
thing vengeance is left and if the conquered can enjoy this, he will find
himself happy and will sleep softly even under his chains. Every clan
forms a league of which all the members are ‘‘ brothers of the sword.”’
They are united together by the strong ties of community of race, of
language and community of common interest, and consider it their sacred
duty to defend one another. They are imbuéd with the noble spirit to
lay down their lives for the sake of their fellow tribesmen. They value
neither their own lives nor the lives of others. As a horse kicks instead
of speaking, they pull out their knives instead of explanation. Strife for
strife’s sake such is their pleasure; when caged in by melancholy or violent
sensations they are bent on a fighting blood-spilling life. In their eyes
the world is warfare and heroism the greatest excellence. It is not strange
to see them seek their happiness in battle and their beauty in death.
Buch is the life of those with whom the Government is engaged in an
endless struggle. Their country is barren and yields no produce, so the
occupation would have been mere waste of money and loss of valuable
lives without any return.

Now, Sir, I will prove to the Honourable gentlemen that since the last
few years our duty as citizens of that Province we performed beyond expec-
tation. We have always been ready to co-operate with the Oivil officers,
and always ready to respond to the call of the Military officers. We have
been spending money out of our own pockets for our salety which fund
ought to have been provided by the Government as it is the duty of our
‘Government to safeguard the person and property of every citizen. We
are entitled to claim that from our Government, and 1 am assured this
Assembly will support me in urging this point. Sir, we buy our own
rifles and pay for them; we buy our own ammunition and pay
for them; and you know very well, Sir, ‘that for every rifle we
buy a chowkidar must be maintained; and when occasion arises we resi-
dents aid the constabulary and the police. Inspite of this, my Honour-
able friend is not satisfied. He will always call out ‘‘ Murder after
murder; dacoity after dacoity.”’ I would request him to go there and
settle there and see with his own eyes the state of affairs there . . .

4 P.M.

Dr. Nand Lal: I rise to give an explanation, Sir, because my name
has been referred to. The Honourable Khan Bahadur Abdur Rahim seems
to be imbued with the official view as the Honourable Mr. Bray was .

p 2
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Mr. President: The Honourable Member from the North-West Fron-
tier Province may be left to give his own explanation. I understood the
Honourable Member was going to give a personal explanation.

Dr. Nand Lal:I explain that I approached the subject, connected with
the North-West Frontier Province, with reference to the standpoint of

the tax-payers and in the interest of law and order. I did not attack any
individual officer.

Mr. President: I cannot allow the Honourable Member to deliver
another speech. If the Honourable Member thinks he has been misre-

presented he is entitled to give a personal explanation; he is not entitled
to add a long foot-note to his own speech.

Dr. Nand Lal: Sir, I was never obstinate in my views, nor unfair, I
was just in my remarks and I may emphasise the soundness and correct-

ness of my remarks. The criticism which has been levelled against me is
altogether unfounded. :

Khan Bahadur Abdur Rahim Khan: Well, Sir, I am glad that the
Honourable gentleman gave vent to his feeling; I think it must have been
a great relief to him. What I am saying is the fact, the naked fact, and
none can deny it; and it can be corroborated by the statements in official
papers. Now, the  Honourable gentleman knows very well that last
session a statement was made that so many rifles were distributed. What
does this show? Those who keep these rifles do so not only for the sake
of the safety of their own person and property, bubt for guarding those
passes of which we are the door-keepers, these passes had always been and
are and will be a source of trouble to India. I would bring to your notice,
Sir, that when disturbances arise our legitimate demands are ignored
and no constructive work is done. I-would specially refer to the city of
Dera Ismail Khan for instance; that city is in danger; I have been
approaching each and every official and told him ‘‘ For God’s sake, do
attend to it.”’ The people are crying at the top of their voice and sending
representations and deputations to the Chief Commissioner and to every
available officer everywhere. but up to now no practical step is taken to
satisfy those people. We have been doing our work and duty as good citizens
and co-operating with all officers concerned, still the Honourable gentle-
man is not satisfied, he can now see what funds are spent on us. I say

this for this reason, that the Honourable gentleman should go there and
he should see things for himself.

Di. Nand Lal: Again a personal explanation, Sir. I have been to the
‘frontier province and I have seen with my own eyes a number of places
of importance and interest in this direction.

Khan Bahadur Abdur Rahim Khan: That is only for a day.

Dr. Nand Lal: For many days altogether, so far as I can recollect.

Khan Bahadur Abdur Rahim Khan: Well, I am glad that he has been
there many days; unfortunately he has not been to that part . . . .

Dr. Nand Lal. I have been to that part too. . )

. Khan Bahadur Abdur Rahim Khan: Take the case of my friend, Mr.
Samarth; take the case of our Leader, Mr. Rangacharisr. They at least
have reslised the difficulties of the officers there and they have supported
their views. I am glad that this close border policy is adopted and settled
to the entire satisfaction of the public, the forward policy if followed no
constructive work will'be done in India for ages and ages to come.
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I will draw your attention now, Sir, to the officers working under. Sir
John Maffey, they are all doing their best. I cannot help mentioning
cone or two names because they have been doing extraordinarily good work.
For instance; I kave much pleasure in mentioning Major Parsons, who hae
just been saved from death; he got wounded while he was flying in an
aeroplane, and I have just heard from him that he has got a stiff elbow for
which he will have to go to England. We would be lacking in gratitude if
we ignore the services and sacrifices of this gentleman. Then again I
‘would mention the Deputy Commissioner of Bannu, Major Garstin, who
‘has been so successful particularly against the outlaws that in the last two
months I think he has beaten the record in arresting outlaws and killing
them. I would also recall to memory those officers who have been: doing
.good work on the constabulary and sacrificing their lives.

Now, Sir, when these officers are doing such good work and when
the residents of that Province sre doing their duty, I think it is very
undesirable and very bad policy to criticise them. If we had any sense of
gratitude I think we should feel the greatest sympathy with them as good
citizens. What I would plead here and what I want to do for my fellow-
citizens is that each fit man should be provided with a rifle. It should be
the duty of Government toegive us rifles; it should be the duty of Govern-
anent to provide us with ammunition; it should be the duty of Government
to provide us with these things and our officers with the necessary funds
to deal with the border tribes and then you will see what we will do and
what the saving will be. The close border policy is the only effective and
least expensive policy, which must be followed and stuck to.

Mr. K. Ahmed: That is not a question arising under the Budget.

Khan Bahadur Abdur Rahim Khan: I am sorry; if you do not know
these things you need not mention them. I have been watching what sacri-
fices have been made and what dangers have been braved by these military
officers, they require no comment as they speak for themselves. Some
gentlemen say that the money spent there is a waste. I was reading some
time back that there was a serious complaint that the English people do
not take so muzh interest in Indian affairs as they take in football. I think
we are justified in saying that these Honourable gentlemen do not take
so much interest in our North-West Frontier Province as is taken in a
small boarding house by people playing ping-pong. They simply eriticise
it and that is all their interest. They should realise what was the condition
after the third Afghan War. If you had not got an Army what would have
been the condition of the frontier? If you did not have an army, you~
could not have established this cantonment at Razmak and in other places
without great sacrifice and loss of men and money. No doubt the expendi-
ture is there. But if you claim to have the pride of having a big country
like India of course you must have an Army. I have been reading some
literature some time back, somewhere a philosopher described beauty as
Royalty without force but never read anywhere that there can be an
Empire without forces. Perhaps my friend, Dr. Gour, wants to have an
Empire without forces. I quite agree with him that there should be
retrenchment in the Army. But when we see His Excellency the Com-
mander-in-Chief gracefully giving in where he thinks that he should give in,
it will not be proper on our part to oppose him and criticise him. He is
without doubt an expert in these matters and he always looks at it from
the Indian point of view, therefore his opinion should be respected and
accepted. I must say that I like that there should be retrenchment, but it
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should be reasonable and essential. In that way, if you want to have a
saving, do away with the army altogether. Then there will be a saving.
Do not have an army and see what will happen. So I say this; we must
criticise these things in a good spirit but not in a way which may not be
an honour and credit to our courtesy, intelligence and judgment. With
these remarks, Sir, I would appeal to Dr. Nand Lal that he should be more
generous towards our province and that he should take an interest in our
- province with the spirit of doing us good and not with the spirit of always
criticising us. With these remarks I will resume my seat and not waste
the time of this House any further.

Dr. Nand Lal: ] shall be failing in my duty if I shall shirk the respon-

sibility of echoing the voice of the people in general and of doing my duty
conscientiously.

Mr. B. N. Misra (Orisss Division: Non-Muhammadan): Sir, I do not
think really the congratulations or the curses of Honourable Members on
this side affect the Honourable Members on the Treasury Benches. They
are doing their duty that appertains to their office; we have to do also a
certain duty as representing the people. If we go through the whole
budget we find, Sir, that it is practically a budget for the maintenance of
the administration. As pointed out by Dr. Gour, the whole money that
you find is to be spent upon the administration and administration alone.
Sir, when the tax-payer pays his hard-earned money, he expects also some
benefit. What benefit does this budget provide for the tax-payer? Sir,
the only benefit that the tax-payer can ever get is from the improvement of
industries and agriculture or from irrigation and such other works and
projects by which the people really get the benefit that they desire. I am
sorry if I do not swim with the current and with other Honourable Members
in talking about retrenchment, in certain directions especially. Sir, I
find really that a very very poor provision has been made in the budget
for what are called nation-building Departments.. India is an agricultural
country, and it is known that most of the Government revenue, about 31
crores, is realized from the land. But what actually are we spending for the
improvement of Agriculture? 1 see from the Budget Demand, No. 82
T think, that a very small sum has been asked for for the improvement of this
Department. For Agriculture they have asked for 7 lakhs, and for industry
only Rs. 44,000. Sir, every one knows the abject condition of Indian
industry. I shall ask you just to turn for a moment and look at the
articles on your desk, the ink bottle, the pen, the writing paper, the
blotting pad; look at all those things and you will find that they are of
foreign manufacture. Can you point out anything of Indian make? Is
not such a vast country entitled to provide those things the trade in which
is dominated by foreign countries? I will ask the Honourable Members
also just to look round at the clothes they wear. Of what make is the
cloth? Allis foreign, S8ir. Everything is of foreign manufacture, the thread
with which their clothes are stitched and the needle which has been used
for the purpose, all are of foreign make; nothing is made in India. (4
Voice: ‘* What about yourself?’”’) 1 am also one of you, not from outside.
1 wish to point out really the wretched condition of Indian industry. I
think that any amount spent on improving Indian industry will not be
objected to by any Member of this House and will not be spent uselessly.

As regards agriculture also we find a very small sum of money budgetted
for. T speak subfect to correction, but from a Year Book I have ascertained
that in a country like Ireland, of which, Sir, you are well aware of the size
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and which also from your travels in India you know to be but a fraction of the
size of India, I found that in the year 1916-17 the Board of Agriculture in
Ireland demanded £76,177 for the improvement of agriculture. They provide
there for all kinds of agricultural education; they conduct scientific research
in agriculture, and they also provide for lectures on agriculture, horticulture,
book-keeping, butter-making, and so forth. But what is being done in India
on those lines to improve agricultural conditions or industry? Ireland is
perhaps less than one-twentieth the size of British India, yet we only are
asked for Rs. 44,000 for industry. I submit, Sir, this expenditure on
Indian industry is really farcical. Perhaps some Members may say that
it is a provincial subject. Sir, we all know what the condition of provincial
finance is. The Ministers are everywhere crying themselves hoarse for
money. We take provincial contributions; we take the income-tax; the
Central Government takes in many other ways the income of the provinces.
They have nothing and those Departments are starving. I submit, Sir,
that more money ought to be spent on Indian industry and agriculture.

Sir, I do not wish to travel over the same grounds which other Members
have covered in regard to the expenditure, especially on railways and on
the military. Strictly speaking, the working expenses of railways have
increased abnormally. In the budget of 1913-14 you will find that the
expenses amounted to 49-26 crcres; the estimate for 1922-23 amounts to
94.72 crores. I do not think that that increase is at all justifiable. Honour-
able Members will see that the same figures.-have been used, 4 and 9, but
the 4 and 9 have been reversed and 94 makes a vast difference. I find from
the replies given to some questions which I put that the railway staffs
have been greatly increased. I do not see what the justification is for
increasing the staffs by 30 or 40 per cent. on some lines, as far as I have
been able to gather. I cannot understand why the staff should be increased
when they are working the same length of line and the same number of
stations. Probably the reason was to provide employment for war-returned
men. That seems to be the only object. An increase might reasonably
have been expected on account of the increased price of coal and other
commodities but not on account of staff.

As regards the military, there is no doubt that we do not know whether
we are living in peace or war. Certainly during the war, in a time of
emergency, demands on account of military expenditure have to be met
anyhow. But the war ceased in 1918; five years have since nearly passed,
but still we are living in war conditions. I fail to see why. Sir, as regards
Waziristan and the Mahsud country it is admitted on all hands that it is
not at all a productive country; also the Honourable Mr. Bray has. said
that Government have no intention of occupying it. If so, why should
we waste so much of our money upon it? It is described as a rugged,
hilly country, but I think so far as our money is concerned, it is a bottom-
less pit. You can pour in any amount and there will be no result. Before
50 many of our soldiers were not located there, and the people of the
province managed very well for a long time, the people for whom my
friend, Mr. Abdur Rahim, has pleaded so vehemently. But now foy
three or four years the province has been kept filled with troops, because
the frontier tribes are coming and making raids and committing dacoities
and so forth. Are our brave soldiers to be kept there to arrest thosc
dacoits? That is the duty of chaukidars or of the police. The duty of
our soldiers is to fight. Are those people waging war against us? They
are not doing anything of the kind, and why should our brave soldiers be
wasted there simply to catch dacoits and raiders. I have read if the papers
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that even in the broad streets of Calcutta dacoities are committed, and also
in the streets of London; but no soldiers are kept there to catch the
dacoits. I believe that the people could very well deal with the situation
themselves. It is only the Arms Act, Sir, which brings all this trouble
upon those people. 1f they are exempted from the operation of the Arms
Act they can very well defend themselves against the dacoits. What is
the good of keeping soldiers if a dacoit comes after midnight and if he will
shoot me and carry away my property? ' What will the soldiers do? Sir,
really, if we are exempted from the Arms Act, if we, Indians, are provided
with our own arms, I think we can defend ourselves, and, Sir, there will
be no need for our soldiers to defend us and there will be no need for
g0 much money being spent. I won't detain the House much longer. 1
will only say something, Sir, about the taxation. It was my unpleasant
duty last year to oppose taxation vehemently, and also I think nothing
has been changed, or no case has been made out. why these poor men should
be taxed.. Sir, of course, some people say, these poor men are smoking”
cigarettes, also that the rich men are spending money on motors and on
petrol. But granting all that, so far as human nature goes, there must
be some waste, but that is no reason why there should be this taxation of
the poor. There is one thing. If such a Government as this deals in
crores and crores of rupees, it will not be respectable for a Government
like this to go to these poor people. Sir, if you are in need, perhaps
if you are'failing in business, you can approach your respectable Banker
or you can approach some respectable friend to accommodate you in your
difficulties, but, Sir, I ask you, if you go to your own chaukidar or to your
own mehtar and say, ‘ give me something,” what would be the result?
1 think it would be against your own sentiment, and what will those
people be thinking? They would think that this Government has gone’
bankrupt, this Government has no prestige, they are asking us for even a
pie, what is their worth? Sir, it will create a very bad impression amongst
the poorer classes of the people; they will say, ‘‘ Government is doing
nothing; the Honourable Members are only sitting there to get us taxed.’”’
Tliat will be the feeling no doubt. With these words, Sir, I oppose the
salt tax.

Khan Bahadur Sarfaraz Huseain Khan (Tirhut Division: Muhammadan)
Sir, I would not have risen to make any general remarks to-day at this
late hour but for certain observations made by some Honourable Members.
My Honourable friend Mr. Jamnadas Dwarkadas, Sir, has indirectly
referred to the permanent settlement. Sir, the permanent settlement
was ‘made at the time of Lord Cornwallis; and to do away with the
permanent settlement or to make any change with regard to that now
would be disastrous. and suicidal. The Zamindars have hitherto been
loyal to the core, and any attempt to do away with the permanent settle-
ment would be looked upon by them as a breach of faith. Industrialists
have no idea whatsoever of the services rendered by Zamindars in this
country. A reference was made to these services by His Excellency the
Viceroy in his speech the other day—and any attempt on the part of
capitalists and industrialists to do away with the permanent settlement is
to be deprecated. ‘

Now I have to make some remarks with regard to the military budget.
In my opinion it would be most unfair and ungrateful to criticise the
military expenditure after the speech of His Excellency the Commander-
in-Chief, and after his having graciously accepted the position and reduced
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the expenditure, and you will find in the, Retrenchment Committee's
HReport that they come to the conclusion-and recommend that ‘ military
expenditare after a few yecars be brought down to a sum not exceeding
Rs. 50 crores.” Bituated as India is,—and you cannot compare India to
countries in Europe,—it is urgently necessary that the sfrength and effi-
ciency of the Army is maintained with a view to stop aggression from
beyond and to suppress insurrection within; and in these circumstances,
if His Excellency the Commander-in-Chief has been able to, accept the
reductions, we ought to be thankful and grateful to him, and not to criti-
cise him; and I think it would be very ungrateful on the part of the
Honourable Members not knowing much about the military affairs to do so.
Now, Sir, I come to the present question. The question before the
House is whether we are to accept the enhanced tax on salt, or whether
we shduld allow the deficit budget to remain unbalanced. I must say
1 am against any enhancement of the duty on salt on two grounds, econo-
mic as well as political. Politically, I say, Sir, the mdsses are now adapting
themselves to the changed conditions created by the increased taxation of
last year, and an increased tax on salt would I am sure spread further dis-
content amongst the elready discontented people. Unrest amongst them
is gradually subsiding and further taxation is apt to add fuel to
the fire, giving as a matter of course an opportunity to the agitators to
exploit the excited feelings of the masses—a contingency which in my
opinion should be- avoided. Now the question is, whether the Budget
should be allowed to remain as it is. But at the same time I must say
that I will be the last person to agree to an unbalanced budget, with an
uncovered deficit of nearly 4} crores, and I fully agree with the Honour-
able the Finance Member that it would be & most unsound financial policy
to leave the deficit in a Budget uncovered. How is this deficit to be met?
In my opinion the deficit can be-met by further cuts from the Demands
than have hitherto been made, as well as from an export duty cn petrol
and an import duty on silver; and I may also suggest that if it would be
{possible, something may be done in connection with stores. I have
seen the Retrenchment Committee’'s Report, and I find in paragraph 7,
page 292, of their Report, the Retrenchment Committee say—and I may
add that the adoption of the Committee’s recommendation would bring in
a decent amount. The quotation is:

** We a'so desire to draw attention t. the magnitude of the stocks of stores held
by many uepartments, as shown in the following statement : * '

Value of stores held on
Department, March 31st, 1938, or,
nesrest date,
Rs,
Army . . . . . . . 20,14,71,000
Marine . . . . v . 75,11,000
Military Works— )
Mobilization stores . . o . 87,69,000
Ordinary stores . . . . 85,41,000
Telegraphs—
Mobilization stores . . . . . . 44,09,000
Ordinary stores . . . . . . 1,68,40,000
Post Office . . . . . . . . 1,77,000
Tndo-European Telegraphs . . . . . 11,00,000
g:_tihem;?iml Instrument Office . . . . 11,72,000
ilways . . . . . . . . 58,00,
Railway Iustitute . . . . . . . o, 6.38,'%

Toran . 58,99,23,000
——
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The country cannot, in our opinion, afford the lock-up of capital which this huge
sum représents, apart from the consequent expenditure on the establishments engaged
on the maintenance of the stores, the buildings for their accommodation and the
inevitable loss from depreciation. We recommend thai an early and progressive
reduction be effected in these large holdings.”

I cannot say, Sir, as to how much can be deducted from thesg: stores,
but taking all these things into consideration, I think that reductions can
be made; ahd I oppose the salt tax and I suggest the other duties.

Mr. K. Ahmed (Rajshahi Division: Muhammadan Rural): Sir, as &
non-official Member elected by the people of this country I shall have to
offer certain criticisms on behalf of the people for the benefit of the country
in general. The Honourable the Finance Member in his introductory
speech has said many things, but, Sir, if I level any attack on the Honour-
able the Finance Member and the Government both here and in England,
1 hope my Honourable friend, the Leader of the House,

(Rao Bahadur T. Rangachariar at this stage took the Chair.)

and the Government Members will kindly pardon me. In deal-~
ing with the discussion on the subject of the Budget, Sir, I
shall have to ‘begin by saying that I heartily congratulate the
Honourable Sir Basil Blackett, the Finance Member, who has
been able within the short compass of time to get by heart the full 15
rages of the Gazette of India, dated 1st March, 1923, and I hope he
must have digested them in full and realised that he is the inheritor of
the fruits of the hard labour of the Honourable Sir Malcolm Hailey. Sir,
emong all the items of the coming Budget, the military expenditure has
again taken the major portion of the whole revenue of the country. The
Honourable the Finance Member at the outset expressed the congra-
tulation for securing the appointment of the so-called strong and able
Retrenchment Committee presided over by Lord Inchcape who has beenr
described as a fore-runner in the whole show in the matter of retrench-
ment. On the morning of the lst March, before the commencement of
the business of this House, 1 was taken in confidence by some of my
distinguished colleagues to consider whether it would have been desirable
or advisable at that stage, Sir, to move for an adjournment of the intro-
duction of the Budget. The country is aware, Sir, that the Members of
the Inchcape Committee were nominated by the Government, neither on
the principles of representative character, nor was this House, which is
the Parliament of the country, taken into confidence by the Government
in the matter of making nominations. I daresay, Sir, that this
Assembly is well aware that the number of interpellations and the volley
of supplementary questions on my starred questions, have been put and
fired at, at the last Session at Simla, but the Government was too slow
to move in the matter, and the voice of the people of this country remained
a voice in the wilderness. The voluminous report of the Retrenchment
Committee has hardly done any good so far as this Budget is concerned. I
take this opportunity to congratulate one of the most able and energetic
Members of the Committee, the Honourable Mr. Purshotamdas Thakur-

das, who has taken great pains in writing supplementary notes on various
subjects.

Now, with regard to the military expenditure which has made this
country insolvent, the less I talk of the present Government the better,
because the country understands and the Government, I believe, realises
ia full, that there s no other country which has a worse top-heavy admin-
istration tWan India, owing to its extraordinary, all-absorbing, drastic and
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blood-sucking military expenditure, it will remain a dark spot in the history
of the British Administration of Irdia. One of my Honourable friends, a.
nominated Member of the Assembly, had said a few days ago—I think it
was my Honourable friend the Khar Bahadur of thz North-West Frontier-
Province, who is not in the Assembly now—that India is a God-forsaken
country; that is why the people are poor and helpless. But, Sir, I find
India cannot be without a God; moreover, the people are religious and.
devoted to the Gods and Goddesses. The Brussels International Economic.
Conference, about which my Honourable friend, Dr. Gour, has also made a
reference, have also passed a Resolution recommending all nations not to.
spend more than 20 per cent. oi their revenue on the military expenditure.
Even in England, Sir, the military expenditure comes to about 16 per
cent. and the Dominions and Canada spend much less. Our expenditure-
comes to about 60 per cent. (A Voice: ‘ Forty per cemnt. ') Make it 58
per cent. at the utmost, Sir. It is surprising, Sir, that out of the total
expenditure in Irdia only 4 per cent. 18 spent on education and only
$ per cent. on racitation. The Assembly will be horrified to hear that in
Bengal there hav: been more deaths in some districts than births for want.
of sanitation. After 150 years of British rule the people of India have
rcmained backward for want of education and thousands are dying of:
starvation every day.

Sir, the Honourable Mr. Denys Bray, the Foreign Secretary, in his.
impressive speech, attracted the attention :of the Honourable Members.
of the Assembly by the rerhark that in Waziristan this reckless and
would-be insolvent Government has already spent twenty crores of rupees.
We have not gut a clearly defined policy in respect to Waziristan which
has been the sinkpot of the Indian revenue. The Foreign Secretary, while-
speaking the other day, said that *‘human nature cannot tolerate a vacuum’
vhen he was describing the Frontier situation by the Durand line which.
is situated between Afghanistan and British India—not India but British
Iadia. Sir, therec have been certain comments over this phrase, because
:t was denied by the Honourable the Foreign Secretary. My Honourable
friend, Mr. Sesaagiri Ayyar, quite rightly pointed it out and those were the-
1psizsima verba of my Hbnourable friend, Dr. Gour, who also commented.
o them. This reminds me of a story Sii, where a child was crying for-
the moon in the lap of its mother not realising the immense ‘ vacuum ’
that is left between the earth and the moon. Lord Inchcape who has.
achieved a brilliant success amongst the interested Europeans in India in
the sphere of commerce and industry and who has now become the prize
boy of the Government of India has gon= to Waziristan, I think on the.
night before last after the Retrenchment Committee’s Report was placed
before us, to measure the same ‘ vacuum.’ There started the introduc-
tion of the Budget on the 1st of March. May we not say, Sir, that there.
is thus seen a similar ‘ vacuum ’ in the Retrenchment Committee’s report-
@8 well? Let u2 accept the close border policy and hold our Frontier-
secure leaving the tribal country alone. It is a potent fact, Sir, that the-
services of our Army have been utilised abroad in South Africa and France-
in the past. I do not think, Sir, that the elected Members of the Assembly
will apprové of the action. Our poor people, the payers of the revenue,
cannot bear the burden of such military expendilure any longer. The-
sconer the non-votable system is wiped out from the budget the better will
it be for the country and the Government. Sir, doubling the tax on
salt is a drastic measure adopted by the Government and it will be better-
if this most outrageous habit of recommending every year a esalt tax be-
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changed. About 97 ‘per cent. of cur population is poor and this measure
will take the tast: from the food of our people and thereby lead to manifold
evils such as malaria, cholera, kala azar, etc., etc. Salt is also a food of
the animals that plough the land and it is also used as manure, and by
increasing the salt tax, the growth ‘and fertility of our soil will be affected
and diminished. I am surprised that the Finance Member, without
appreciating the real situation, has taken = leap in the dark by mtroducmg
this measure which will hurt and finally kill the major portion of our popu-
lation. I am sure he will realise nothmg from them after they are dead
and gone. The ‘present system of taxation will bring the wreck and
ruination of the country. He will make the country not only insolvent,
but she will be so much bankrupt that the Honourable the Finance Member
‘will not be able to raise any loan from abroad on the payment of any higher
rates of interest. The charm of the Government of India Act will no more
be able to enforce any payment of high rates of taxes saying that the
military expenditure is non-votable. Greuat thaos and darkness will await
the country and the crushing military expenditure will be respomsible for
it. The Honourable Sir Basil Blackett has referred to our pulling together
“with the hope of quickly getting the boat out of the vicious circle which is
threatening to dragz India down on the rock of insolveney, but Sir, as I have
pointed out, sha'l we join the Honourable Finance Member in pulling
tcgether the de:id bodies and carcases of our people to take them to the
burial ground for their cremation or is there.still a ray of hope in the mind
of the Finance Member that

Mr. Chairman: Will the Honourable Member bring his remarks to a
close?

Mr. K. Ahmed: . . that he will be able to realise large sums of money
to be paid out of the Indian revenue on the non-votable absurd system.
With these few words, Sir, 1 protest very strongly against the military
expenditure and the enhancement of taxes on salt. 1 support, Sir, the
budget as far as Posts and Telegraphs are concerend because, Sir, they
ale the messengers of the poor people of this country and we cannot get
on without their help, though my Honourable friend, Dr. Gour, has opposed
it very vehemently. I suppose the taxes on petrol

Mr. Chairman: The Honotirable Member must bring his remarks to
a close.

Mr. K. Ahmed: Sir, only a second. Many Honourable Members of
this House have taken part in supporting a proposal to levy a tax on the
export of petrol to foreign countries. I fully agree as it is an extraordinary
thing that the petrol raised in this country is exported to foreign countries
und sold there r.ouch cheaper than we get it here in this country

Mr. Chairman: The Honourable Member must stop there.

Mr. N. M. Joshi (Nominated : Labour Interests): Sir, at this late stage
. 1 shall not take thc time of the House at great length. I shall content
myself by making a few brief remarks on some of the points of this hope-
inspiring budget. Sir, in spite of the explanation given by my Honourable
friend, Mr. Ayyar, I am not quite convinced that there is no room for
‘retrenchment in this budget. The Retrenchment Committee have pro-
posed certain figures for retrenchment for the year 1923-24. The Govern-
ment Members have interviewed the Retrenchment Committee and they
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have certainly explained to them in which items retrenchment was
not possible this year, and after receiving this explanation of
the Government Members, the Retrenchment Committee have re-
commended that in the civil esfimates there should be a redue-
tion of 9 crores of rupees. Government have proposed only a
reduction of 63} crores, so there is still a margin of 2} crores.
Mr. Ayyar asks for the crores which some Members said were hidden in the
budget. I will show him some of them. Sir, there are about a dozen
departments of the (overnment of India which altogether show an increased
expenditure of about 1 crore and 40 lakhs, whereas in these very depart-
- ments the Retrenchment Committee ask for a retrenchment of
1,20 lakhs. My Honourable friend, Mr. Ayyar, will say, yes
the Government of India is going to make a retrenchment. They may
make a retrenchment of 1,40 lakhs and bring down expenditure to the nor-
mal level, but that is not retrenchment. . You only keep the expenditure
of these departments at the level at which it stood last year. Therefore
at least 1,40 lakhs are hidden in the figures which Government have pre-
sented to this Hous: Then Sir, if the Government consider that there are
some items suggested by the Retrenchmeyt Committee which they cannot
accept, so every one of us has got some fault to find with the Retrenchment
Committee. 1 myself do not approve of -the recommendation of the
Retrenchment Committee recommending the abolition of the Labour Bureau
and also the alteraticn .of the leave rules of .the workers of the Government
Printing Presses. EBut we all agree on une point, that there should be a
total retrenchment of 194 crores of rupees. Let Government also agree
with that proposal; let them show that they have made a retrenchment of
that total recommended by the Committee and then the House will be satis-
fied, but it is necessary for them to satisfy the House on this point.

Then my Honourable friend, Mr. Ayyar, again persisted that the annuities
should not be charged to capital and he said the annuities are
a ginking fund. But my Honourable friend ought to know that
there is a separate item for sinking fund in the railway accounts. Why
ghould there he two items for sinking fund in the railway accounts?
Moreover, the House must see that there is a great danger in wiping out
capital as is being done by charging the annuities to the revenue. If you
wipe out capital, there will be the incentive for the railway
management to keep. down = working expenses. It is not there-
fore a wise policy to wipe out capital of railways, especially so
as the Government is thinking of separating railway accounts from
those of general' revenues. The railway expenses have grown
tremendously, as will be seen clearly from the Retrenchment Committee’s
Report. Sir, talking of railways, I want to protest against the action of
Government in not accepting my suggestion that the establishment roll
of the railways should be supplied to the Members of this Assembly. I
asked the Government whether they would supply the establishment rolls.
They said no; but on what ground? On the ground that the printing of the
establishment roll will cost a good deal of money. I was told on the same
occasion that Government prints the establishment roll for the use of the
office. If they print the establishment roll for the use of the office, the
printing of an addit’onal 100 or 200 copies will not cost more than Rs. 100
or Rs. 200. I therefore strongly protest against the action of the Railway
Board in not supplying the establishment rolls to the Members of this
Assembly. Without having sufficient details we cannot really, criticise the
railway budget at all.
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Then, Sir, I want to make one additional remark. The Govemment of
India have placed before us certain information about the steps they have
taken to improve the lot of the third class railway passengers, but I am not
satisfied with the scrappy information which they have given in their mem-
orandum. We want a clear statement from the Government of India as
‘to what they have done to improve the condition of third class railway
‘passengers and we want them to compare the amounts spent on improving
the second class and first class railway facilities with the amounts spent
<on improving the railway facilities for third class railway passengers as well .
‘the revenue obtained from these classes of passengers.

Then, Sir, there is still lurking in the budget a tendency which we have
been seeing on the part of the Government of India to go on increasing their
own expenditure. I have already explained how expenditure is still increas-
ing in certain departments and especially so in the Political Department.
Sir, in spite of the eloquent speech of my Honourable friend, Mr. Bray, 1
am not satisfied that the expenditure on the Political Department should
have gone up by 38 lakhs, whereas the Retrenchment Committee has asked
for a retrenchment of 45 lakhs.

Sir, I shall only say one word as regards the new taxation, and it is this
‘that if Government consider that the poor people in his country are not suffi-
ciently taxed, let them make an inquiry as my Honourable friend, Mr.
Ginwala, has suggested to us. If, after inquiry, it is found that the poor
people in this country are not sufficiently taxed, let them be taxed, but let
not Government shirk the inquiry. Let them see too what is the incidence of
taxation on the poor people and what is that incidence of taxation
on the rich peopie. Sir, I was greatly surprised at the remarks which
two of my English friends in this House made about the taxation of im-
ported foodstuffs. While these two English gentlemen oppose the taxes
on imported foodstuffs, they have supported the salt tax. They oppose
the first tax on the ground that it was a tax'on food. Do they no{ know that
salt is an article of food? (4 Voice:* Yes.””) Why do they support the
salt tax then? I was very sorry that these two gentlemen should have
shown a racial bias in this matter. With these words, I resume my seat.

Hajl Wajihuddin (Cities of the United Provinces : Muhammadan Urban):
8ir, nothing but a deep sense of duty compels me on this occasion to stand
up and express my cpinion on the budget and the new taxation, proposed by
my friend, the Honourable Finance Member. It has been a very
tedious tale to hear of deficits every year, and we are, of course, sick of it.
However, it is our fate, and we must hear it with due resignation. But
how to satisfy the people,who are already overburdened with multifarious
taxations, and consequently uneasy and dissatisfied, is to be weighed well
before a further step is taken to impose a fresh one. India is threatened
with insolvency and loss of trust in the eyés of the world, and in order to
‘avoid the appalling humiliations and foreboding disaster, we are told, the
new taxation is inevitable, and that new taxation can take no other form than
that of an inereased duty on salt. I may be pardoned if I remark that my
“Honourable friend, while referring to the old records of the last two years
has overlooked the study of the opinion almost unanimously held by this
House, regarding the self-same question of salt taxation. Was not the
same proposal made last year? Are the conditions changed since then?
Are we ourgelves changed in any way? Why! What also should then be
expected from us this time? Whatever may be the calamity to be faced,
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we must not forget our duty. Loyal to the Crown, as we are, we cannot
be less faithful to our own motherland. The aim of every good Govern-
ment is to seek the welfare of the people governed by it, and it is our duty
to guide it to the right path, when it is going astray. We know that the
deficit must be met somehow. We realise the necessity of finding means
o achieve the end. But we likewise know that there are a hundred and one
ways other than to cut the throats of the poor people. Every one of us
knows that the proposed taxations will solely fall on the heads of the poor
people. For it is they who consume salt mostly. Well-to-do people may
indulge in luxuries Lut the suffering multitude who can hardly earn three
annas a day have as their only luxury salt. Salt is the only savoury in
their food. If the Government deprives them of this luxury even, it does
not favourably acquit itself in the eyes of the people, whose destinies are
given in its hands.

Now the. question is, if this new tax is to be imposed upon the poor
man’s luxury, will it serve the purpose of its imposition? I think not. In the
days of Lord Curzon this tax was raised to Rs. 2-8 as now proposed, and
people began to refrain from consuming salt and its total consumption was
reduced to a considerable limit. Will not the same result follow now? Will
not then the reduction in the amount of consumption tell upon the income
and will not then it become unnecessary to keep it any longer? What will
it bring? Nothing but discontent and suspicion. Agitation will again
find a foothold in the country and the peace’and tranquillity of the people
will be disturbed once again. It will be another great shock to the founda-
tions of the Reformed Scheme at a time when the convulsions produced by
the speeches of the ex-Premier and the present Secretary of State for
India have hardly subsided, and also non-co-operation is not dead but is
thinking of joining its forces to wreck the Reformed Councils.

If deficits are tu be met with by taxation, let it be imposed upon
those who can pay it. Let it fall upon the luxuries of the rich rather than
upon the direct necessities of the poor. Let the suffering multitudes be left
undisturbed. If taxes are to be levied, let them have some moral force
behind them. Let them be supported by some noble considerations other
than mere money making. If taxes on liquors and other intoxicants are
levied, will they not serve the purpose? Will they not fall on those who can
pay? Will they not have the hearty thanks and the support of the nation
along with the blessings of Almighty God? ’

If we raise a tariff wall against the foreign manufactured goods, will it
not bring a big income as well as help the Home industries? So, why
not do that and why tread uhder foot the poor who are already below the
Ppoverty margin in all the civilized countries of the world and who can afford

Bpy DO other seasoning tc their meals other than this devoted salt?

) For a long time, salt has been an eyesore o the Government but

it is beyond comprehension how it came to be so. Time after time the

Government have raised this particular tax and it was found again and

again that they had to retrace their steps.. Perhaps they had a notion that

this tax can be easily collected, falls on all. and so is lightly felt. But alas,

past experience tells a different tale. It has proved beyond any doubt that

it falls on one class, is keenly felt throughout the country and is strongly
opposed by the Press, on the Platform, and in the Councils.

‘Mr. B. Venkatapatiraju' (Ganjam cum Vizagapatam: Non-Muham-
madan Rural): Sir, I rise to congratulate the Honourable the Finance
Minister not for his masterly and lucid exposition of the budget, not for
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his grasp of principles, not for his mastery of details but because he has
the sturdy independence to call a spade a spade. He has stated, Sir, for
the first time in the face of the Government that their progress in the
administration of this country during all these years has not been moral
or material progress of the land but a rake’s progress. When some three
years ago 1 stated that the several departments of the Government of
India were suffering from squander-mania, the then Finance Minister,
Sir Malcolm Hailey, said ‘‘ No, every Department is doing its best to
economise their expenditure.”” But fortunately things have happened
differently. We have Lord Inchcape’s Committee which has now pre-
senped its report. Any knowing man who reads that report between the
lines cannot help criticising the Government of India for their malad-
ministration of all these years. The figures which they give show the
way in which public money, the money of the poor man, has been wasted
year in, year out, by the Government who have always used plausible
language but without saying anything definite ecxcept that the time was
not yet come when they could reduce the expenditure. Now, Sir, both
the Government of India, and I am grateful to acknowledge, His Excel-
lency the Commander-in-Chief have admitted that they agree with these
conclusions to reduce expenditure. Now, I.would like to ask, Sir, why
there is-this necessity to. reduce expeaditure in the year 1923-1924 which
our friends on the Treasury Bench ignored last year when there was a
deficit of 27 crores? If anything, the necessity was greater in the previous
year. Was there never any necessity from the year 1917-1918 until
now? They have failed to discharge their duty in reducing their expen-
diture and thus saving the poor. Why should they have taxed the country
nearly fifty crores extra which they should repent of having done?

Now, S8ir, it is not the fault of the Assembly, it is the fault of the
Government, if we have failed to balance the Budget. The new Finance
Minister, with all his ability and eloquence wanted us to believe that the
world would come to an end if we do not cover the balance. May I res-
pectfully tell him, here we have the Commander-in-Chief who has gener-
ally accepted the recommendations of the Inchcape Committee, in spite
of—I say it with all due respect to Mr. V. V. Iyer who is an authority on
accounts,—that he is juggling with- words, when he stated that the Gov-
ernment has practically given effect to-the recommendations in the Budget.
Why should not the Finance Minister prepare the Budget in accordance
to the recommendations of Lord Inchcape Committee to avoid all deficif.
The Honourable Mr. Burdon has admitted that 14,000 people in the fight-
ing services recommended by the Inchcape Committee for reducfion was
not given effect to in the Budget, and the Commander-in-Chief stated that
he agreed to that proposal. Let alone the removal of the units of cavalry
and artillery, with reference to the fighting strength, there was a recom-
mendation for 14,000 people to be reduced. What would be the cost of
reducing 14,000 people, and the followers and others? It would have
amounted to more than 4 crores and odd. Would not that
have been enough to cover the deficit? It is true the Finance
Minister has told us they are still corresponding with the Secre-
tary of State on the subject. Then why should we now provide for it in -
covering this deficit. Let them press it on the Secretary of State and
say we-cannot get on here. The one excuse the Secretary of State has
hitherto had all n'long is that the man on the spot. the Commander-in-Chief
who is responsible for the safety of the country, does not agree to it. Now-
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His Excellency the Commander-in-Chief has stated on the floor of this
House that he has agreed to the proposal. Where is the difficulty now?
Why should the Secretary of State not respect the word of the man on
the spot. If the Commander-in-Chief now thinks that it is safe to reduce
the strength and take the risk then the saving effected thereby may be used
in the direction of covering this paltry 4} crores—paltry when conpared to
the deficits we have had to face in past years. May I invite the attention of
the Finance Minister with his thorough mastery of all these things, to
what we have done decade after decade in the matter of expenditure?
Several of my friends here have stated the facts with reference to the last
decade and I may tell him, though perhaps he is already aware, that we
have Mereased our expenditure in a manner startling and quite in keepi
with the policy adopted in the previous years. In the decades to whi

1 refer we spént

Crores
In the year 1883-€4 . . . 4166
» » 1693-94 . " . 51'87
”» » 1803-04 . . . 73
” ,» 1912-14 . . . 82-80
» » 1923-24 . . . 131

And how have we increased the military expenditure during the said five
decades that I have mentioned. From 18 to 20 crores and then it jumped
to 26, and then 31 and now 62 crores; and that is the figure he suggests
we should accept. Now my suggestion is that as has been pointed out
by Dr. Gour we have exceeded very much more than 20 per cent. of the
whole revenue of India. Is it not then the duty of the Finance Minister
to safeguard our interests and to sce that under no circumstances we
spend more than what is absolutely necessary. Does he not know that
every Province is groaning under its burden and every Provincial Budget
shows a defcit. The Finance Minister spoke as if he doubted that the
deficits in the Provinces may not be real, and he stated that some Member
reported to him that the deficits were kept up while they could easily
cover their deficit. The same plea may be adopted in our case, and ‘we
may also doubt whether the Finance Minister could not cover up the
deficit if he had a mind. I shall only refer him to certair figures in other
parts of the Budget. You find various recommendations made by the
Inchcape Committee were not given effect to in the estimates. I have
referred to the reduction on the military estimates, and I may mention,
Bir, with reference to the Railways’ working expenses, what was recom-
mended by the Inchcape Committee was not taken in the Budget but a
very much higher figure was given. I might also mention, Sir, that the
have not only mentioned the reduction in the strength of the fighting
torce, but they have also suggested that 20 per cent. should be reduced
from the war strength in order to bring it to peace sfrength. That was
not done. We are still waiting for the reduction in the cavalry and other
regiments; we have got an assurance that the capitation rate could v
well be reduced. If that could be reduced, was it not.the duty of the
Secretary of State, who wanted that we should know our own duty, that
he should have recovered this amount not only now, but long before, in-
stead of foregoing income which he ought to have realised on that
account? Unfortunately, we have discussed the matter of State and
company management of railways, and decided State management not
because we were enamoured of State management, but because’we found
that Company management was worse and therefore we preferred bad to
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worse. I would ask the Finance Member to find out what was the wark-
ing expense of the railways when the Railway Board was established.
Till then our working expenses were limited to 46 or 48 per cent. of
gross receipts during the years from 1890 to 1905, then when we got the
Railway Board the expenses went up in 1906 to 50 per cent., in 1907 to
57 per cent., in 1908 to 62 per cent., in 1910 to 05 per cent. and in
1911 to 56 per cent. and in 1913-14 to 51-79 per cent. and in 1921-22 to
76-22 per cent. Since these guardians were appointed and expected to
watch our interests we find the expenses growing. Perhaps there may
be some reason or other and it may be said ‘‘ Oh, circumstances were
beyond our control,”” but all the same it does not bring any satisfhction
to the poor tax-payer. When it was stated that the Railways were being
treated as a commercial concern, they ought to remember how much of
the poor man’s money was invested; we have been spending without
ackmowledgment 300 crores from the revenues of this country besides the
money borrowed. That was not taken account of. I would also invite
your attention, Sir, to the growth ih this compensation for thefts com-
mitted ‘in the railways. Do you know how far it has grown? In 19161t
was 18 lakhs, but in 1921-22 it was 116 lakhs. Are we to tolerate that
these thefts should be committed and we should be made to pay 116
lakhs compensation? ls this the good management under the company?
Now, whatever may be the contractual relations it looks odd that the
person who is the major partner who has paid 9/10th of. the capital has
to suffer loss of 926 lakhs whereas the surplus profits are paia to the
companies ‘to the extent of 106 crores; at a time when this amount was
not sufficient to pay the interest on the capital the surplus profits arc
being paid. “They say that we entered into the contracts and we have
to fulfil them. The Indian would never say not to do that; he is ready
to fulfil all his contracts, but he says ‘° Who are those persons who
entered into such one-sided bargains whereby we have to lose crores and

the other persons take huge profits?”’ That, Sir, is what is called Com-
pany management.

It is urged in this House that when ‘salt tax was discussed the poor
man was not at all taxed.. Even Sir Malcolm Hailey last time ecommitted
that mistake when he said that the poor man did not contribute towards
the central revenues besides salt tax. He is no doubt a great authority,
but may I remind him of an equally great authority, Sir Edward Law
who stated that out of the whole customs duty 25 per cent. was paid by
the poor man and not by the.rich millionaires. If our leader, Mr.
Seshagiri Ayyar, had had time he would have stated that it is the unani-
mous opinion of the House that the salt tax is an oppressive tax and will
never be tolerated if we have any power to vote for it; and so far as we
have the power we ghall certainly reject it; and now it is for the Finance
Minister to eonsider how best to retrench or provide otherwise.

A tax von petrol has been suggested, against which Mr. Innes has
given certair reasons. It is for you to judge whether those reasons
should stand in the way of preventing the imposition of export duty on
petrol which will bring in about 75 lakhs of rupees. There are other things
also to be considered.  But 1s it not worth while for the House to consider, as
we have adopted a policy of protection for our country, should we not };re-
vent § or nearly ¥d of the sali that is imported into the country by imposing
some 1mnprt duty to help the salt industry ? Is .it impossible for such 'a vast
country like India to produce sufficient salt to provide for the 815 millions
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of her people? That aspect might perhaps be taken into consideration,
because the Grovernment has got the power of controlling the price. They
could as well adopt that import duty without increasing the price of the
salt and without restricting the production in India and preventing the
minor salt owners to bring in large grounds under salt pans; it might also
help the Governments in various provinces to bring in vast lands under
oultivation so that it could be done to alleviate the poor people and prevent
the unnecessary introduction of foreign salt, because it is imported with-
out any cost; it is loaded as ballast in these ships and they are dumped
on our shores and we are unable to compete with it because it comes in
without any extra duty. I do not think “any other country would have
tolerated such an injustice of allowing foreign salt which does not pay any
excess duty to come into oumland whereas the production of salt in the
country was restricted directly or indirectly. I mention one more point,
Sir. If an import duty on salt is levied and necessary steps taken mnot
to increase the prices here we would get 159 lakhs because there will
be .. ..

The Honourable Sir Basil Blackett: I rise to a point of order. The
Honourable Member has talked for the last five minutes about impesing
an import duty on salt as if it were a new recommendation. There is
an import duty on salt and it is proposed to increase it.

Mr. B. Venkatapatiraju: Perhaps the Finance Minister did not under-
stand me. I know perfectly well when I am talking of the salt duty on
imported salt to be increased that it is being imposed on imported salt;
I am perfectly cognisant of that fact. What I say is ‘“ Do not fax what
is manufactured in my country to an equal extent with imported salt but
tax it in such a manner, not as a meadure of providing revenue for the
Finance Member, but as a protection to improve the manufacture of salt
in this country, so that it would suffice and India need not depend upon
foreign imported salt.’”” Now if we refer to . . . .

Mr. President: 1 must tell the Honourable Member that he has
exceeded his time.

Mr. B. Venkatapatiraju: Just a minute, Sir; we can realise on jute,
if we impose 5 per cent., about 2 crores; on motor spirit we can raise
about 75 lakhs and on imported salt 150 lakhs; all this together will
cover the deficit; but I might say that it is nof the duty of the House to
cover the deficit; it is the duty of the Finance Member to reduece the
expenditure; and if he had accepted the proposals of the Inchcape Com-
mittee he could have done it.

The Honourable 8ir Bagil Blackett: Sir, before I proceed to deal with
the debate as a whole I think it is necessary that I should make a few
remarks about the last speech. Weé have tried very hard to explain to
the House that the estimates before the House are based on the assump-
tion that the Retrenchment Committee’s recommendations are accepted
in fyll and put into force at the earliest possible date. The idea persists
that there are extra crores up our sleeve which we can produce by putting
these resomrnendations into force at an earlier date, or that it is onlyv
recessary to antedate them in order to get more out of them. But, of

- course, that is an impossibility. The suggestion that the budget deficit
‘.1 oan be balanced by making use of the recommendations of the, Retrench-
* ment Committee to a greater extent than Gavernment has done is an
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impossibility. The deficit is there after making full use of those retrench-
ments and making allowance only for the fact that it is impossible for us
tc antedate them or to bring them into force to-day. Perhaps it would
be useful if I read one or two remarks made by the Retrenchment Com-
mittee themselves on this question of the date on which the recommenda-

tions should come into force. On the military services, page 58, they
say:

“If our recommendations are accepted, and, if they could all be brought into
effect at once, the military budget for 1923-24 could be reduced to Rs. 57§ crores,
but we recognise that it will take some time for the whole of these savings to
materialise. . The Finance Department in framing their estimates will require
to make an allowance for terminal charges and fcr the expenditure which must neces-
sarily be incurred during the period required to give full effect to the changes which
we recommend. We are not in possession of the data necessary for framing such an

eat.imate.”

We have framed such an estimate and it is on that basis that we presented
the military budget of 62 crores. The same applies in regard to the civil
expenditure. At the end of their report the Inchcape Committec say:

‘“ We recognise that it will not be possible to secure in the ensuing year the
complete reductions proposed, as under the rules notice must be given to surplus
establishments, large reorganisations cannot be effected immediately, and large terminal
payments will be necessary ir some cases. It will also be necessary to make provision
for increments to establishments on time-scale salaries. We recognise, also, as stated
in paragraph 3 of our general conclusions on the Military Services

(which I have just read)

«

...... that some of the reductions proposed represent reductions in stocks of stores
and are therefore non-recurring. Even allowing for those factors, however, we believe

that our recommendations, if carried out, will go far towards solving the problem of
restoring India’s finances to a secure basis.”

The effect of the recommendations of the Retrenchment Committee,
Sir, has been estimated as far as possible by the Government, so far
as their effect on the.year 1923-24 is concerned, and it is on that basis
that we have arrived at the estimates for 1923-24, which show as against
the expected revenue a deficit of 4.26 crores. Our problem still remains,
how to cover that deficit. The speeches, of which there have been 40, I
have listened to in the course of the last two days have all been very
interesting and instructive. I have to thank, I think, every Member for
a very kind personal reference to myself. Let me at this stage also inci-
dentally make good an omission which has been remarked on in my speech
last. Thursday. It was, Sir, far from my thought to deny to this House
its full share of the credit of securing the appointment of the Retrench-
ment Committee. If I did not make a specific reference to that in my
speech, I must make the same excuse as was made by my friend, Mr.
Seshagiri Ayyar, for cutting short his compliments, there was not time;
I did not want to spend too much time on other than essential matter.
All the speeches have been interesting too from the point of view that
almost without exception—and this is & matter upon which I congra-
tulate the House and myself—almost without exception it has been recog-
nised that this deficit cannot be left uncovered. It is an unpleasant
vecessity which we have to face. Mr. Shahani who opened the discus-
sion recognised that we could not leave the deficit uncovered; Mr. Spence
who followed jgined in the appeal to cover the deficit. Right through
every speech I think it was recognised that the deficit must be covered and
more thar one Member appealed to me to examine, in consultation with
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the House, the possibility of avoiding the salt tax, and the whole of our
discussions really come back to that—how we can cover the deficit and
avoid the salt tax. As I have already explained, try as hard as we will,
we are honestly convinced thai there is no possibility of a further reduc-
tion in expenditure in 1923-24. I am not prepared to say that all possible
reductions for all time have beer made, but for 1928-24, I think phe Houge
should take it from me that there is going to be very great difficulty in
carrying into effect the reductions which we have taken the ‘responmb:hty
of including in the budget figures. There is no possibility in 1923-24 of
reducing our estimates of expenditure below the figures we have taken.
Again and again in their deep anxiety to avoid the deficit Members have
harked back, as. the last speaker did, to hopeful expectations that some-
thing more may be got out of the Retrenchment Committee’s proposals.
But they are only doing what the Government of Indis had done before.
1 think if you were to wander round the various Departments to-day and
ask them what had happened to some favourite project, they would all
repeat a couplet which we knew as children, that is, those of us brought up
in England:

“* The ship went down with a shiver and a shock
"Fore God it is the Inchcape Rock.'

I do not think there is any hope of further reductions; they have all gone
down; all the extravagances and a great many desirable items have
gone down on the Inchcape rock. I ventuped to prophesy in my speech
last week that all the Members would manage to disagree with me on
some point or another, and I think I have been justified. Quite apart
from the salt duty, individual retrenchments suggested have been criticised.
The most common forin which that criticism took, though not the only one,
was a criticism that the so-called nation-building departments had suffered
most. Now, I do not think that that is really a fair criticism. Under the
federal system under which India works to-day, Edueation, Public Health,
Irrization as well as Land Revenue are provincial subjects. All that the
Incheape Committee has done in regard to these subjects is in one or two
cages to recommend a certain amount of reduction in the provision made
in the Central Government's estimates, and their justification for doing
that is nearly always something in this form. At page 120, the Com-
mittee say: ‘In view of tlie essential modification of the position of
the Central Government vis-d-vise the provinces under the Reforms Scheme
in respect of education and medical administration, which are now trans-
ferred subjects, over which the Government of India exercise a very limited
control, we do not consider that there is any justification for the retention
of the Educational Commissioner.” Indeed any economies that are sug-
gested by the Retrenchment Committee in that direction are small ones,
and they scarcely touch the problem of the nation-building expenditure to
which refercnce has been made. I do not think therefore that it is quite
fair to make that sort of criticism of the Retrenchment Committee. I
would like to add just one other observation. We have not yet effected
those reductions. Part of the actual giving of effect to these reductions
will take place next week when we are discussing the Demand Grants.
Now I refer again to my speech last week; I said that I never heard of any
retrenchment except one which was universally popular. I think that it
is necessary when we come to that to keep our minds on the Budget as o
whole and realize that if one of us dislikes one particular bit of retrench-
ment very much, another Member probably regards another bit gf retrench-
ment as equally wicked, and we have got to take the good with the bad;
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ir: order to get the reductions which are essential, some of us have' got to
sccept reductions which rather go to our heart. It is _impossible to
characterize all reductions as mere cutting down of expenditure; some of
them are undoubtedly the cutting down of what may be described as
desirable - expenditure. But for the time being the position is that we
cannot afford it; and I do hope that when we come to the actual discussion
of the reductions, we shall keep the broad fact. that we cannot .aﬁord ex-
penditure, in our minds rather than the more obvious factor in dealing
with detail that it is a very desirable bit of expenditure.

There was a very famous cartoon during the war which pictured a
soldier who afterwards came to be known as old Bill standing in a shell
hole with two others—there were shells falling all around him, and he was
looking particularly uncomfortable, and he was saying, ‘ if you know of
a better hole than this, then take me to it.” Now that is the position of
the Government in regard to this question of the salt tax. If any of
you know a better hole than this, take me to it. But I have listened with
great interest to the suggestions that hfve been made from one quarter or
another. Bombay wants an export tax on jute—it has even been suggested
by some non-Bombay Member, that we should increase the cotton excise
duty. (A Voice: ‘' Not seriously.”’) One very interesting suggestion was
entirely new to me; I think that I may honestly say that it was not the
only one that was new to me; the Government of India spent a great deal
of time in reaching the unfortunate conclusion that it kmew no better hole
than this. It was a suggestion made by Sir Gordon Fraser; he only partly
escaped the hole because he was going to retain a portion of the salt tax,
the rest he was going to cover by an increase of half an anna in the rupee
in the revenue from customs and income-tax. That was a novel sugges-
tion, and the Government will be very ready to examine it, but it has
obvious difficulties on the face of it. I should not care to be the Customs
Collector who was collecting 1/82nd additional on each invoice that he had
to make out; it is a very awkward fraction to work, to say the least of it,
but it is a suggestion that I should like to have the opportunity of following
up a little fiirther. Various other taxes have been suggested which we had
already very carefully considered. Mr. Innes has already explained
the unfruitful and dangerous character of an export duty on petrol. The
tax on silver is a hardy annual. It would bring in something like a crore
or a little more; therefore it would not itself cover any large portion of
the deficit. But it is a tax to which there are many objections, and I am
rot sure that the House would desire me to repeat what has been said
almost annually as to the theoretical and practical objections to that tax.
But it is obviously not anything more than a partial solution, mor do I
think it is a desirable solution. The only point I think in which it differs
from nearly all the other suggestions of new taxes that have been made
is this, that it is the only one which does not cost the poor man more than
the salt tax. Now the Government of India when it came to suggesting
the galt tax, apd I must speak for myself, the new Finance Member was
not unaware of the history of this salt .duty-—they did not propose it
lightly; they did not propose it for the fun of proposing it, ns was suggested
by somebody. They proposed it because it was the expedient which seemed
to them to be the one which would do the least damage to the countrv
and would most easily cover the deficit. Now people have been {fairlv
frank in speaking about it. I do not think anybody, beyond saying that
il was & tax op the poor man, has spent very much time in showing its
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economic ill effects. A great many people have referred to the fact that
it is politically objectionable; it is really the sentiment here rather than a
fact that has to be combated. I do not deny that it is a very difficult
position; but, after all, that is the position.- It is a tax wlpch would cost,—
what is it, 3 annas & year per head? It cannot be claimed by anybody
who just repeats that to himself that it is going seriously to upset the posi-
tion of even the poorest. Three annas per head per year. (4 Voice:
‘“ 5} annas.’’)

Mr. Jamnadas Dwarkadas: 15 annas for a family.

The Honod¥able Sir Basil Blackett: That is, less than a rupee per
fumily per snnum. I venture to say that the suggestion for an increased
customs duty on cotton or an increased excise duty on cotton, both of which
have been made and neither of which would in themselves bring in such
a large revenue o8 salt, would cost the poorest man more per head than
salt. The last speaker mentioned that 25 per cent. of the customs duties
are paid by the poor man. It is not for the fun of suggesting a tax which
everybody knew in advance would be a very difficult one that this tax has
been suggested, but because Government is honestly convinced that from the
economic point of view it is the tux which is the least objectionable—all taxes
ere objectionable taxes—to India economically, socially and in every respect,
and that it is. nothing but the atmosphere of sentiment, and I may add the
real political difficulty in which Members of this House will find themselves
that causes the objection which has been nearly unanimously expressed
mn this House to the salt tax. I felt bound to make that defence of the salt
tax, and I do not think that I have said anything that Honourable Members
will take objection to. But we arc still faced with the position,—if we
don't huve the-salt tax, what other tax can we have? The Government of
India’s suggestion was, and is, that we should increase the salt tax. We
are prepared, as we have been asked to do by more than one Member of the
House, to examine in consultation with the House any other expedient that
really is available for getting rid of the deficit, but we did and we do put
forward as the least objectionable method of raising taxation to cover the
deficit, the proposed increase 1n the salt tax. One other means of covering the
defieit has been put forward and that is that we should somehow or other so
alter our accounts that either the deficit disappears or is reduced to small
proportions. - Mr. Samarth misquoted or at any rate misinterpreted Bast-
able in trying to prove that the Budget as it stands contains items which
should not be charged against the annual revenue; and he went further
even than that. He took such items as expenditure on Military Works,
1he greater part of which represents, I believe, repairs (Mr. N. M. Samarth:
‘*“ No; I did not say that. My amount does not include that.’”) I apologise
then if he did not take that figure; it seemed to me that he did. Now, I
do hope that the House will not be led away into by-paths in which deficita
will suddenly reappear as surpluses. It is so easy to manipulate accounts.
Put whatds the position at the end of the year supposing you say that this
or that building is a capital expenditure, this or that expenditure on in‘ign-.
tion which will not yield any revenue,—most of which indeed involves
expenditure in the future years? QOnce you have got a building, ‘yom
have got to maintain and repair it. You say it is a capital charge and there-
fore you are not going to charge it to Revenue. It is not part of the
revenue of the year. Supposing 4 crores are spent in that way in the year;
at the end of the year your unproductive debt is 4 crores highe?, you have
got to find interest. You have indeed got an additional asset which may
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possibly be a costly one. There is the cost of keeping it up. This
particular question of military works being charged to Capital formed
the subject of a long controversy in England in the Nineties up to about
1906, and so far as England is concerned, it was definitely decided that that
should be stopped. In 1906, when Mr. Asquith became the Chancellor of
the Exchequer his first action was to insist that this method of pretending
that your expenditure was not against Revenue but was against Capital
should be stopped. It was simply piling up debt. The other suggestion
that Mr. Samarth made—and others made—was that that portion of the
annuity iw the railways budget which represents sinking fund should not
be charged against Revenue. Sinking fund—real sinking fund—can only
come out of Revenue. You can call it sinking fund; and you can borrow
it. But that simply means you borrow in one form in order to pay off
in another form. That is not a sinking fund. That is merely movement of
Capital. There are arguments certainly when you are in a tight place for
temporarily suspending sinking fund. ‘‘ Raid on the sinking fund ' is
a common phrase or it was so before the war in England. But it is only a
confession of weakness. And anybody who studies the Indian Budget of
the present year will come to the conclusion that so far from there being
too much provision for reduction of unproductive debt, one of the problems
we have got to face when things are a little better is some increase in the
provision we make for preventing our unproductive debt in time of peace
growing up against us. I have made no suggestion of that sort this year,
and although I made a passing reference to the faet that nearly two crores
of our expenditure this year and a certain amount in previous years has been
spent for purely unproductive purposes,—although it may be an asset, the
building of a large new Capital is certainly going to increase the cost.
Expenditure will have to be incurred in keeping it up. I made a reference
to the fact that this unproductive expenditure was at present being charged
to Capital I did not suggest that we should cover it in this year. But
if we are removing such sinking fund as there is inside our present revenue
out of it, we ought at the same time undoubtedly to bring into the charges
against Revenue the unproductive charges which are at present charged to
Capital, and if we did that the deficit would, I am afraid, be increased and
not decreased. We come back, therefore, to the position that there is a
deficit of 4} crores, and, with due respect, the suggestion which holds the
field for covering that deficit is an increase in the duty on salt.’

The House will probably desire me to deal with one or two of the other
subjects which were raised by Honourable Members in the course of the
discussion. The most important of which I have a note here are questions
of railway rolicy, the general question of the incidence of taxation and the
question of exchange. Now, one of the unsatisfactory features undoubtedly
of this year’s Budget is that the cut of 3 crores which we have made in -
the railway budget represents a postponement of necessary renewals and
repairs. We made the same mistake,—it is again a question of being wise
.after the event. Most of us would have made it if we had been in charge
of the finances of India at the time. During theewvar when there were large
surpluses—apparent surpluses—on the railways, they were used to avoid
increases of taxation, although now looking back we can see that these
surpluses represented mainly the fact that owing to the war the railways of
this country were not being repaired and renewed to the extent that was
necessary,* because materials could not be obtained for the purpose. The
result was that after the war we had to take on a very heavy programme
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of renewals and repairs to make good what had been left undone during
the previous years. It is possible, and there .are some passages in the
report of the Retrenchment Committee which suggest it, that some of the
expenditure on renewals and repairs was not so well thought out'as might
have been; but it is undoubtedly undesirable that we should avoid a deficit
or show a surplus £:mply by postponing charges for repairs and renewals
which belong to this year to the next year or the year after next. Still the
cut we have made this year will probably be justified but it is obviously not
a cut which you can repeat, unfortunately. It would be thoroughly un-
sound finance that we should be inventing surpluses, simply by not spending
money on keeping our railways up to the mark. ‘

Mr. Ginwala made a very interesting speech in which he discussed the
whole subject of the incidence of taxation and the same subject has come
up incidentally in a great many other speeches. Of course,
one of the difficulties here is that we are living under a federal system.
There is at present a fairly clear demarcation between what are subjects for
provincial taxation and what are subjects for Imperial taxation, taxation by
the Central Government. The suggestion, for example, of. the death duties,
which was made by Mr. Ginwala, is a subject which might very usefully
be explored for the purposes of improving the position of the provincial
Budgets. But it is not going to help us to cover our Budget. The same
difficulty of the Provincial versus Imperial claims on the taxable subjects
of India arises in co.anection with the suggestion of raising income tax upon
receipts from agricultural lands. It is a matter obviously of great interest.
But that suggestion was answered by a gentleman sitting behind me this
afternoon who claimed that it would be a breach of faith if the permanent
settlement was touched. There is therefore the difficulty both of the
permanent settlement question and of the claims of the Provincial Govern-
ments standing between us and the possibility of making any use in the
budget we now have before us of the suggestions which Mr. Ginwala’s very
interesting speech would lead us towards.

I now come to the question of exchange. There has been a fairly even
division of opinion as between those who partly agreed with me that the
time had not yet come for the fixation of the exchange, and those who
expressed considersble disappointment. The expectations of one Member
were 80 great and he was so flattering to myself that he expected that, on
landing at Bombay, I had only to say ‘‘ let the exchange be fixed '’ and it
was fixed. But that is not the way things happen unfortunatelv. We
can say that we are going to fix exchange, but unless we do the right thing
and have sufficient resources and apply them in the right way, exchange
won'’t remain fixed in spite of our statements. Sir Montagu Webb agreed
with my general conclusion that the time had not yet come, but he went on
to disagree fairly generally with the rest of what I had said on that subject.
I think the point that he made was that the level of prices to-day is such that
the exchange, if fixed at the moment, ought to be at % instead of , and
might even have to be lower. That is a reading of the level of prices with
which one may not entirely agree. It is a question of very careful study
of not verv satisfactory data, namely, the index numbers, but my reading
of the position was that, comparing the index numbers of wholesale prices
here with those in England and America, and making allowance for the fact
that you would expect, owing to the large increase in import duties that has
been imposed in India between 19138 and the present day, the index number
in India to be higher relatively to the English number than if,it"had not
been for those import duties, it seemed to me that, judging by the price

»



3092 LEGISLATIVE ASSEMBLY.. [6THE March 1923.

[Sir Basil Blackett.]

levels in the two countries, there were a good many prices here
‘which had not yet accommodated themselves to the fall which
has taken place in the exchange value of the rupee all the way from
2s. 8d. to 1s. 4d. or lower. Therefore if you were going
to fix exchange at 1s. 4d. now you would probably have to look
for & further nse in prices. The subject is a difficult one
to discuss on the spur of the moment like this. There is a reference
which Sir Montagu Webb made about the fall in prices to pre-war levels that
1 should like to deal with. Prices in England have not fallen to pre-war level;
they are something like 160 to 170 as compared with 100 before the war.
Now it is quite uncertain whether prices may not be in for a rise rather
than a fall. If America finds the large quantity of gold which she has in
her federal reserve system too large to deal with in other ways, she may be
driven to build new credif upon that reserve of gold, and no one can foretell,
but it is quite a possibility that there may be a considerable rise in American
prices. When sterling is at par sterling would almost inevitably have to
follow suit. Then India would again be faced with the problem whether
she wants to keep prices more or less stable or whether she wants to
keep the rupee more or less stable; just the same problem that she had in
1914. And considering the social difficulties which changing levels of prices
cause in a country like India it is quite possible that it would be much
more to India’s advantage to let the external value of the rupee alter rather
than to let the internal value of the rupee alter and internal prices go up.
All this may sound as if the Government of India was very anxious to mani-
pulate the exchange, but it is not really a question of manipulating the ex-
change, it is a question of dealing with a problem which in the era of in-
stability which has followed after the war has taxed the ingenuity of every
country. In a sense the exchange of every country has to be manipulated
in these days; you cannot simply go to a gold level. No one knows what
would be the consequences in the world if that were rashly attempted by
any country. The value of gold is one among the many commodities the
price of which in these days is changing rapidly and you do not get stability
of prices by simply being on a gold level. However I have wandered rather
deeply already into a subject on which I did not want to spend time, and 1
will return now to a few words as to the budget for 1923-24.

I ventured to make an appeal to the House when I spoke last week for
a long, strong pull together. If we balance our budget this year I believe
we have very good hopes for next year, but we cannot take any risks. We
have had two good monsoons; we cannot be sure that there will be a third
good monsoon, and if there is not a third good monsoon, there is not the least
doubt that our estimates of revenue in this year’s figures are optimistic.
‘We cannot foresee what would be the position a year hence, but we can
be quite sure that it will make an enormous difference to our position whether
we succeed this year in balancing our budget, restoring our credit thereby
possibly enabling ourselves to borrow at lower rates, or whether we go on
with one more year of Micawberism, hoping for the best, hoping that some-
thing will turn up. The House agreed right through that that was im-
possibility and I end on the note that I began, the salt tax remains the
only suggestion which really holds the field, and in the opinion of the Gov-
ernment of India the best suggestion for dealing with the situation.

i
Mr. N. M. Samarth: I have just one word to ask. I understand the
Honourable Finance Member to say that I misquoted Bastable.



GENERAL DISCUSSION ON THE BUDGET. 3093

The Honourable Sir Basil Blackett: I tried to withdraw the word
“* misquoted.”’ I meant misinterpreted.

Mr. N, M, Samarth: You said ‘‘ misquoted.”

The Honourable Sir Basil Blackett: I think I said ‘‘ misquoted '’ and
*‘ misinterpreted '’ but I meamt the latter.

Mr. N. M., Samarth: As to misinterpretation, Sir, the Honourable the
Finance Member may have his interpretation; I have mine. The passage
-quoted speaks for itself.

The Assembly then adjourned till Eleven of the Clock on Thursday, the
8th March, 1928.



	000
	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075



