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COUNCIL OF STATE.

Friday, the 7th March 1924.

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

QUESTIONS AND ANSWERS.

REMITTANCES To LoONDON.

119. Tue HoNouraBLe Mr. PHIROZE C. SETHNA: Has Govern-
ment’s attention been drawn—
(a) to the remarks of the London ‘ Times ' as quoted by Reuter

on 4th February as to the exceptional magnitude of the
remittances made to London by Government last year; and

(b) to the further statement madc in the same telegram that Govern-
ment can pay their way abroad without remittances made this
vear and without coming into the Exchange market for two

years?

THe HoxoUrRaBLE Mr. A. C. McWATTERS: The answer is in the
affirmative.

LIABILITIES OF (JOVERNMENT OUTSIDE INDIA,

120.. Tue HonovraBrLe Mr. PHIROZE C. SETHNA: Will Government
Le pleased to state—

(2) what will be the approximate amount required for payment
abroad during the next two years; and

(b) what is the amount already on hand from remittances made
before now to meet such payments?

Tre HoNouraBLE MR. A. C. McWATTERS: (a) The net sterling liabi-
lities of the Government of India during the next two financial vears are
roughly estimated at £84 millions.

(b) The aggregate balances at the end of the current financial vear in
the hands of the Secretary of State and in the Paper Currency and the
Gold Standard Reserves in England are now estimated at £68 millions.
There is besides gold worth more than £22 millions in the Paper Currency
Reserve in India.

* ( 401 ) A



102 COUNCIL OF STATE. [7Tra Marce 1924,

ExpaxsioN oF THE ForeST RESEARCHR INSTITUTE AND COLLEGE.

121. Tur Hovourare Mr. PHIROZE C. SETHNA: Will Government
be pleased to state the total estimated cost of the scheme sanctioned for
the expansion of the Forest Research Institute dnd, College?

Tae HonouraBLE SiR NARASIMHA SARMA: The total sanctioned
estimate is 58.62 lakhs, which includes the 12 lakhs which it is proposed
to spend in 1924-25 and 1925-28.

Forust Resgarcn INSTITUTE.

122. Tae HovouvrasLe Mr. PHIROZE C. SETHNA: Will Government

be pleased to lay on the table a statement of expenditure incurred up to
now for each branch of the Institute, viz.: —

(i) in purchase of situ;
(ii) cost of machinery; and

(iii) construction of buildings, ete., in connection with the above
scheme ?

Tue HoNourRAaBLE Sik NARASIMHA SARMA: The figures of expen-
diture incurred up to date for cach branch of the Institute are not

available. A statement giving the information available is placed on the
table.

— e e

Statement of capenditure incurred up to now for the Institute us a whole.

Amount actually expended up to ' Estimated expenditure during ’

81st March 1923. the current year. ' Total expenditure.
Rs. Rs, | Ras.
(i) 13.13,903 27,990 13,41,803
(ii) 5,72,700
(1ii) 17,81.229 8,80,608 26,41,737

INpIAN OFFICERS IN ¢, FoissT Resegaicn INRTITUTE.

128. Tae HonNourante Mr. PHIROZE C. SETHNA: Will Government
be pleased to state—-

(a) what is the present cadrc of cfficers in the Imperial and Pro-
vincial grades in (1) Research branch and (2) Educational
branch of the Forest Research Institute and College: and

(b) what is the number of Indians in either branch in the two
services ?

Tee HoxourasLE SiR NARASIMHA SARMA: (¢) and (b). There is
no cadre of the Indian Forest Service or Provincial Forest Service belong-
ing to the Forcst Research Institute and College. The Indian Forest Ser-
vice and Provincial Forest Service posts on the staff are fillcd by selected
members of those services lent by the provinces. The statement laid on
the table gives the infornation required. .

4 ¢



QUBSTIONS AND ANSWERS. 4038

STATEMENT.
(Excluding President, Forest Research Institute).
., Posts ! .
—_— sanc- | Filled. |Indisns.| Others.
tioned,
’ |
Research. . i
Indian Forest Service (depntation from provinces) . 11 6 e . 8
Special (permanent) . . . . . . 8 3 2 | 1
Special (temporary), mostly from abread . .10 7 1 6
Provincial Forest Service . . . ,
|
TUpper Grade Assistants . . ..o 1 7 : 7
38 23| 10 13
Tnstructional, |
Indinn Forest Bervice ‘deputation from provinees). | b b 3
Provincial Forest Service (deputation from pro- . 4 4 3 1
vinces). e e — —
e 9 31 6
| ———t— — | ————
Grasp ToraL 1 47 ) 32 183 | 19
i ! [

INDIANISATION OF THE SUPERIOR SERVICES IN THE FOREST RESEARCH
INsTITUTE AND COLLEGE.

, 124. Tue HonotvrabLE Mr. PHIROZE C. SETHNA: Will Government
be pleased to state—

(a) the steps, if any, that have been taken to Indianise the superior
services in the Forest Research Institute and College; and

(b) if they will fill up, in future, a substantial portion of vacancies
in the Forest Research Institute and College—

(i) by prgmotion of qualified Assistants of tho Provincial grade;
an

(ii) by direct recruitment of trained and qualified Indians?

THE HoNouraBLE Sir NARASIMHA SARMA: The classification and
composition of the staff of the Forest Research Institute have been ex-
plained in the answer to the Honourable Member’s previous question. The
Government of India are anxious to find opportunities for duly qualified
Indians and they will get their chance to fill the Indian Forest Service
posts on the staff as they attain the requisite seniority and experience.
It is only in comparatively recent vears that Indians have been recruited
in any numbers to the Indian Forest Service. Two of the permanent
special posts arg now being understudied by directly recruited Indians.

¢ A2



404 OOUNGIL OF STATE.. (7t Marcn 1924.

There are no.qualified assistants at present of the provincial grade. The

upper grade assistants emploved in the Institute do not at present possess
the necessary quulifications.

TeEMPORARY VACAXCIES IN THE FOREST RESEARCH INSTITUTE.

125. Tre HovNouraBLe Mr. PHIROZE C. SETHNA: (a) Are Govern-
ment aware that in the Forest Research Institute, even in temporary
vacancies, Imperial officers are put in charge of sections of which they
possess no expert knowledge?

(b) Are Government aware that there are available Provincial Service
assistants who do possess morc knowledge of such sections than those
referred to in (a)?

Tue HoNouraBLE Sik NARASIMHA SARMA: (a) The work in & sec-
tion of the Forest Research Institute is of two kinds—research and admi-
nistrative. When the officer in charge goes on leave it sometimes happens
that there is no other officer available who is fitted to carry on his re-
search work. In that case it is the praetice to hold the research work in
abevance and to entrust the administrative duties to the head of another
section who performs them in addition to his own. Such an arrangement -
is both efficient and economical, and the Government of India do not pro-
pose to make any change.

(b) In view of what is said above thig does not arise.

OFFICERS IN CHARGE OF VARIOUS SECTIONS OF THE FoOREST RESEARCH
INSTITUTE.

126. Tue HoxourasLe Mr. PHIROZE C. SETHNA: Will Government
be pleased to state if it is a fact that the charge of the Entomological
o Section in the Forest Research Institute at Dehra Dun wag nnce held by
the Personal Assistant to the Resident, who had no scientific training
whatever, and that charge of the Chemical Section was held by the
Forest Entomologist and similarly charge of the Botany Section too by
an Entomologist in preference to qualified Indian Assistants in each of
these sections, and the reasons therefor?

THE HoxoUrABLE Sik NARASIMHA SARMA: It is a fact that the
Personal Assistant to the President held charge of the administrative duties
of the Entomological Section in the Forest Research Institute in addition
to his own duties under the system described in my answer to the previous
question, but it is not a fact that he had no scientific training whatever,
as he possessed a high degree in science of the University of Edinburgh.
It is also a fact that the administrative duties of the Chemical and Botany
Sections were performed in addition to their own duties by officers in
other sections also for the reasons given in my answer to the previous
question.

NeEw DEeLnI
127. Tae HonouraBre MrR. PHIROZE C. SETHNA: In regard to
New Delhi, will Government be pleased to state—
(a) if its revenue account is kept separate;

(b) if the answer to (a) is in the negative, the heading under which
the expenditure of maintenance of buildings, roads, water-
supply, lighting, conservancy and other facilities is debited;

8
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(c) if the answer to (¢) is in the affirmative,

(i) what is the total amount from the commencement up tc
318t December 1928 that has been spent on maintenance
of buijldings, roads, water-supply, lighting and conser-
vancy;

(ii) what other facilities, if any, are afforded to the residents
at New Raisina and their respective costs from the
commencement up to 81st December 1928; .

(d) what percentage do the rents recovered from the bungalows
yield on the cost of the bungalows (with or without the
value of the land) but after allowing for depreciation, repairs
and also depreciation and repairs to furniture?

Tur HonouraBLe Mr. A. H. LEY: (a) No.

(b) The expenditure on the maintenance of buildings, roads, water-
supply, lighting, conservancy, etc., is, during the period of construction,
<harged to the Project Estimate for the construction of the New Capital.
This is unavoidable as, until a work of this magnitude is completed, it is
impossible to separate off the accounts for each separate portion, as it is
finished, into maintenance us distinct from construction.

(¢) Does not arise.

(d) The information is not available, because the project is still under
construction. All rents reccived are credited to the Capital Account. The
annual rent is, however, calculated so as to cover interest and repairs both
in the cuse of buildings and furniture.

Tue HoxouraBLE MRr. PHIROZE C. SETHNA: What is the rate of
interest calculated?

Tue HoNoukaBLE Mi. A, H. LEY : I cannot remember that at present;
I will, however, let the Honouruble Member know the rate.

DEPARTMENTS IN WHICH THE SUBORDINATE STAFF CONTAINS A MAJORITY OF
NON-INDIANS.

128. Tee HonouraBLe Mr. PHIROZE C. SETHNA: Will Govern-
ment be pleased to state—

(a) in which department or departments is there a majority of non-
Indians (including Anglo-Indians) in their subordinate staff;

(b) the reasons why in such departient or departments the majority
of the subordinate staff does not consist of Indians?

Tne HoxourasLE Mr. J. CRERAR: (a) Tn no department.
(b) Does not arise.

Di1sCOURAGEMENT OF TOHE USE OF WATER TRANSPORT.

129. Tae Hovouvrase Mr. PHIROZE C. SETHNA: Will Govern-
ment be pleased to lay on the table any departmental reports or corre-
spondence which may have taken place during the last ten vears, on the
subject of discouragement of the use of water transport through the
cstablishment of railways, or through the policy of fixing railway rates in
competition with water transport so low for the time being as to compete
with transport by water?
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Tre HonourRaBLE Mr. D. T. CHADWICK: The question is framed in
such general terms that it is not possible to comply with this request, but
if the Honourable Member will state any individual cases on which he de-
sires information the question of collecting the relevant papers and reports.
will be considered. . :

CONGRATULATIONS TO THE HONOURABLE THE PRESIDENT ON
HIS APPOINTMENT AS HOME MEMBER.

T HoNouraBLE DrR. Miax Sir MUHAMMAD SHAFI (Law Mem-
ber): Sir, on behsalf of my Honourable colleagues in this House, official
as well as non-official, I rise to offer you our congratulations on your ap-
pointment as Home Member in succession to Sir Malcolm Huailey, (Ap-
plause) and to wish you every success in the new sphere of public service
to which His Majesty, the King Emperor, has called you. We in this House
have very naturally heard this news with the utmost pleasure not only
because of our close and personal association with you now for a period
exceeding three years, not only because of the gplendid work which you
have done as President of this Council, but also because of your considera-
tion and your courtesy to everyone of us in this House and the splendid
manner in which you have upheld the dignity of the Council of State.
(Applause.) It is true that the responsibilities attaching to the office of
Home Member are in the cxisting political conditions, heavy as well as
difficult. But I have no doubt whatever that your adininistrative ability
and experience, the knowledge which you have acquired of Indian political
conditions and Indian sentiments during the long period of vour associa-
tion with the Indian Legislature, will be of immense help to you in the
satisfactory performance of the responsible duties connected with that
office. And I take it as a happy augury that the last photographic group
of this House in which you figure as its President has been taken on the
very morning of the announcement of yvour appointment as Home Mem-
ber. Personally, I regard this appointment with very great pleasure, for
I have known you almost from the very day of vour entry into the Govern-
ment of India Secretariat. We were Colleagues together in the old Im-
perial Legislative Council, for a very short time we were colleagues on
one of Lord Southborough’s Committees in connection with the Indian
Reform Scheme, and we have now been Colleagues in this House for over
three years. I wish you, Sir, every success in the new sphere of public
service to which you have been appointed.

TrE HoNoURABLE CoLONEL NawaB Sir UMAR HAYAT KHAN (West
Punjab: Muhammadan): Sir, being one of the oldest Members of this
Council, naturally I feel verv great pleasure at this news—such a pleasure
that I am sorry I cannot express it so well as others. I think, Sir, vour
name and your reputation alone are sufficient to say that you will adorn
this new post. We all hope, 8ir, that many greater things are still in
store for you. I congratulate vou, Sir, on behalf of myself and on behalf
of the Muhammadans I represent.

Tae HoNouraBLE Sik DINSHAW WACHA (Bombay: Nominated Nob-
Official): 8ir, on behalf of the Members of Bombay, I beg, Sir, to asso-
ciate myself with the very eloquent testimony which the Leader of the
House has paid to your many presidential, intellectual and other social
qualities. 1 have known vou, Sir, for the last 10 vears nearly and have
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been associated with you very closely in many of the working committees,
especially the very committee which had originally framed all the rules and
regulations in reference to the Act. There I always notieed how very
prompt and alert you were to find out fallacies, to point out defects
and expose incongruities and at the same time to ship-shape every rule
and regulation that was discussed in conjunction with Sir William Marris
and Sir 8. P. O’Donnell. ¥rom that time forward 1 have always noticed,
while working in close contact with you, the same quickness and juridical
ubility with which you have carried on your special work, which is, of
course, the most important work, and it is on account of that identic.l
work that we are now daily regulating our own procedure in this Council.
Sir, after the very eloquent testimony which the Leader of the House has
given in reference to those high presidential and juridical attainments I find
that T have very little to say and I do not wish t» fruverse the same ground.
But | believe that there is not a single Member cither in this House or
outside it who will say that Sir Alexander Muddiinan has not deserved the
great honour which His Excellency the Vicerov has conferred on him.
(Hear, hear). I think, Sir, it redounds greatly to the credit of the Viceroy
himselfy who has with his usual cautious and farsighted statesmanship
selected vou for this very high and most responsible post of Home Mem-
ler of the Government of India. We all hope, Sir, that in that office
vou will achieve greater distinctions for yourself and by the time you
retire these distinctiong will be supplemented by still higher honours.
Therc is nothing more which I can add save this that, so far as this House
is concerned, my personal experience informs me that vou have been not
cnly judicial but highly impartial. Sir, vou are leaving the Chair of this
House on which you have reflected no little credit and which requires for
its occupant the greatest courage, independcnce and intimate knowledge
of parliamentarv procedure. I heartilv congratulate vou and wish to say
that vou may have a more brilliant career in yvour new office.

THE HoNouraBLE Sik MANECKJI DADALGIIOY (Central Provinces:
General): Sir, on behalf of the Central Provirces und Berar, I associate
myself with all that has fallen from the Leader of the House and what has
been said by our veteran friend Sir Dinshaw Wacha. Sir, as one who has
been closely associated with vou for the last 15 vears and who has had
abundant opportunities of witnessing vour remarkable ability and powers
of work both in this Council and outside it, first as & modest Deputy Sec-
retary and later on as a Secretary of the Legislative Department, I entirely
endorse what has fallen from the previous speakers. 8ir, I wish to add my
personal testimony to what has been already said. Your marvellous powers
of work, your forensic knowledge, your powers of concentration, have won
for vou an esteem and a reputation which have been won by but verv few
members of your service in this country. I am not exaggerating, Sir, when
I pay this tribute to your intellectual powers and to your powers of work
Sir, the post of s Home Member is no longer a bed of roses. In the oner-
ous and responsible duties that you will have to' perform verv soon vou
will be confronted with a conglomeration of circumstances which are so
divergent, so opposite and so conflicting in various ways. But we have no
doubt that the unrivalled experience that vou have gained and the great
knowledge that vou have acquired by contact with this Coun-
cil will be of great value and service to you in yvour new
sphere of duties. Sir, I, with the rest of my friends here, wel-
come this appointment, and I quite agree with Sir Dinshaw Wacha when
he said that the appointment made by His Excellency the Viceroy is an
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[Sir Maneckji Dadabhoy.] )
extremely cautious and. prudent one and will meet with the approbation
of both the Legislatures and the country at large. 1 wish you ull success
in your new and responsible. task.

THE HonouraBLE DRr. Sik DEVA PRASAD SARVADHIKARY (West
Bengal: Non-Muhammadan): Sir, speaking on behalf of my friends from
Bengal and myself 1 feel a peculiar pleasure, for 1 regard the appointment
subjectively. 1t is a belated and vicarious justice to Bengal. (Hear,
hear). All that you may have achieved and all that you may vet achieve
is due to th. knowledge that you attained in that well worn out chair in.
our High Co..rt, where an assiduous, devoted, inte..gent and continuous
work was necessary. The contact that you had with law and lawyers has
not been the least of vour assets in the remarkable work that you have
done, to which unanimous testimony has been borne. Sir, 1 do not envy
you. Coming after, 8ir William Vincent and Sir Malcolm Hailey who had
themselves beds of no roses, vour work will be still more ditticult. But it
will be much more interesting, for spacious days are shead. We have fuith
that vou will discharge vour duties in the larger sphere in the same way
that vou have discharged them elsewhere. It is a no small achievement
to have worked so long and %0 have made no enemies. 1f such can ve
said about you when at the end of five vears vou leave the chair of Home
Member, you will indeed have reasons to be glad and your friends win be
proud of vou. That vou will not offend anyone, that yvou will not go
ngainst the best interests of the country, no doubt according to your own
lights, goes without saying. We know also that you have many imper-
fections. You ure but an incomplete man, from the point of view from
which we are accustomed to consider humanity. The wonder is that you
have that inexplicable something in vou which has enabled vou an incom-
plete and imperfect man—to discharge creditably high social duties.
(Applause). When vou have done that vou can achieve a great deal. I
am sure the best wishes of vour friends in this Council and of all who have
known you outside will be with you evermore. Bir, we are living in dith-
cult times, but we have faith in Providence that shapes our affairs, and
we believe that the encircling gloom will soon [ift, and it will be your great
privilege if you will, to assist in the evolving of our higher life and of order
out of chass, that, as it happens, is the Home Member's special problem
and privilege. .

Tre HoNxouraBLE Sik ZULFIQAR ALI KHAN (East Punjab: Muham-
madan): Sir, on behalf of my province which, though young in years is
old in loyalty and devotion to the British Government, I have the henour
to congratulate you on the new office which has been conferred upon you
by the King Emperor. The news which was announced this morning gave
& real joy to all of us because, on account of the personal association and ties
which we have formed, we consider that it was a great honour done to this
House that its President should be selected for this high position.
The appointment was for a long time a matter of speculation in all the
Provinces, and everywhere it was asked who was likelv to he the fortunat:
Home Member! But some of those who knew vou, Sir, indulged in great hope
that you would perhaps be the recipient of this great honour. 1t has been
said that the office is not a bed of roses. It is true, and especially in these
davs, but even if it is a bed of thorns, it is made comfortable bv the per-
sonality of the man who occupies it. Your optimism and your cheerful
disposition will make the task that is before you very easy. DPessimists
haye never done anything in the world. It is the optimists who have
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ensured all advance. You have endeared yourself to us all. It is true
you have never spared any Member, but that you have done with a cheerful
face which has taken the sting out of any criticism. 8ir, we shall all miss
you very much, but our loss is your gain, and we are therefore reconciled
to it, and we hope that further honours await you in the position which
vou will occupy henceforth.  Sir, with these few worﬂs 1 congratulate you
most cordially on this dignity.

Tue HoNouraBLE Rasa S1k RAMPAL SINGH (United Provinces Central :
Non-Muhammadan): Sir, T know you are feeling a little impatient, not only
because you want the budget debate to begin at once, but also because you
«do not like to hear the eulogy that you so richly deserve. Sir, on behalf
of the Members of the United P’rovinees, I most cordially end whole-heartedly
~upport the observations that have fallen from the lips of my Honourable
Collengues. It is not only a matter of gratification, but also of congratula-
tion to this House that its President has so worthily been promoted to the
¢xalted office of Home Member of India. Sir, it is a matter of common
knowledge that, owing to your qualities of heart and head vou have endeared
yourself to every one who has ever come in contact with you. We are
quite confident that you will be able to discharge the duties of the office
to which you have been promoted, and rightly. I whole-heartedly congratu-
late you and wish you every success. .

THE HoNouraBLEe Maurvi ABDUL KARIM (East Bengal: Muham-
madan) : Sir, on behalf of the Mussulmans of Bengal, I beg to offer you our
heartiest congratulations. 1 have not had occasion to know vou long,
but within the short time I have known vou, 1 have been struck with
vour courtesy and the power you have displayed in preserving the dignity
of this House. I am sure that, in the new office to which you have been
called, you will discharge the duties with credit to yourself and to those
who have called you to this exalted office.

THE Rieut HoxouvraBLE SRINIVASA SASTRI (Madras: Non-Muham-
madan): Sir, my Colleagues from Madras desire that I should add
a word to the tribute of praise which has been paid to you this morning.
1 cannot improve on the appropriateness and felicity with “which the Leader
of the House began this morning, on the appropriateness and the felicity
1 think I shall congratulate both him and you. It was with great surprise
that I heard the news to-day, for I never heard your name mentioned
amongst those who were thought likely to be honoured with the Home Mem-
bership; but I can assure vou that the jov with which we heard the news
far far exceeds the surprise. To me who has been honoured with vour per-
sonal friendship, and 1 may add with vour personal regard, it is & matter of
particular gratification to say a word by way of appreciation of the high
honour that has been conferred on vou. Sir, may I sayv that vour brief
spell of office here in a position of comparative detachment from the
hot politics that prevail to-day will enable vou to enter upon the duties
of vour onerous office as Home Member with greater qualifications and
greater promise of success. I do understand, as others do, how very
onerous and how very exacting will be the duties of the Home Member
in the future, but it is rather on the bright side that one wishes to look, and
1 know, Sir, that vou bring to the office many a qualification which =
long career in the Indian Civil Service does not alwavs guarantee. Well
some of us, not me pnrtlcu]nrlv but rome of us will derive a sort of
malicious pleasyre when you sit in. the Chair of the Leader of the House
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in that place and solicit rulings from the occupant of the Chair. Some
of us may feel fully avenged when you regret that vou ever asked for thos:

rulings.

Tre HovNouraBLE Stk ARTHUR FROOM (Bombay Chamber of Com-
meroe): 1 rise on behalf of the non-official Europesns in this Council to
join in the many congratulations which have been expressed by speakers
before me. 1 join in themn most heartily, and I wish you every success
in vour new office. As has already been expressed, our loss is the Home
Department’s gain, but I think I shall be giving expression to the feelings
of all the Members of this Council in saying that we do not wish to be
selfish, and that, although we regret your departure from the presidential
chair here, we are quite pleased that the Home Department should be
strengthened by so capable a new Home Member. Sir, I have known
:-ou for a number of vears as a personal friend. 1 have sought advice from
vou, and whenever we have had a slight discussion, T have always felt
I had to bring all my wits to bear to trv and get nert, as the Americans
say. Your quickness of thought and powers of repartee no doubt will
stand you in good stead in yvour new oftice.

Again, Sir, you are a man who works hard and also plays hard. 1
have known you play hard. I bave known in a game of tennis that
terrific backhand shot of yours. Playing hard after working hard. 1 always
think, makes the best man.

- Before I sit down, Sir, there is one smaull matter I would like to refer
to—perhaps as a matter of warning. It may be sometimes difficult when
vou are sitting on the Government Benches to refrain, out of vour past
experience, from calling vourself to order!

Sir, I heartily congratulate yvou and wish yvou the best of good luck in
your new office.

Tue HoxovraeLe THE PRESIDENT: 1 really am verv much touched
tv the kind words and expressions of gonod-will that have comne from all
quarters of the House. I have, as some Honourable Members have
said, been connected with the Indian Legislature for a great manvy
vears and there are those who are sitting on these benches who are and
have been for many years my personal friends. It has been of great
assistance to me in diséharging my duty in the Chair to know that.
Many of them, some even who will be my future Colleagues, were at one
time very much in my confidence and I think I was a little in their con-
fidence in the days when they sat on the non-official benches, when perhaps
their knowledge of procedure was not as clear as it is to-day. I think
there are those who may remember when we tried to draw up the questions
and Resolutions which would pass the Draconian ecriticismm of my old
friend and master, Sir William Vineent. the then Secretarv of the Legis-
lative Department. There are others like my friend the Honourable Sir
Dinshaw Wacha who has, if I mav sav so, watched me grow up. who
nursed and instructed me in public affairs, not T am afraid in certain
directions with success, because T never could understand finance though
T have been told a good deal about it by Sir Dinshaw Wacha! I think in
this House there must be quite a number of Members with whom T have
worked for at least 15 vears. and T am reallv exceedingly touched bv what
vou have all enid. T am also a little alarmed. The prospeet of this new
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post made me shiver for some time before I took the plunge, and had 1
heard the warnings that have been conveyed from various quarters of the
House to-day I think I would have decided to shun it. I have been
acoused of being an imperfect man by an old friend of the Calcutta High
Court days. He remembers mne when 1 was connected with that auguss
body. I think his charge must be n reference to my forlorn status
as a batchelor. That is, 1 hope, not irremediable!

And now I must not keep Honourable Members—particularly one who
will be my future Colleague—from what he may have to hear on a subject
of far greater importance than my humble self. Tlierefore I will again
thank you all very gratefully for your very kind words and say that it is a
real encouragement to me to feel that I have many friends in this House
who wish me well for, in taking a job like this, I can assure you all I am
not taking it for any other reason than a sense of duty.

GENERAL DISCUSSION ON THE BUDGET.

Tue HoNoURABLE CoLONEL Nawas S;ir UMAR HAYAT KHAN (West
Punjab: Muhammadan): Sir, we in this House and the other lot of Mem-
bers in the other House will be talking on various subjects for the welfare
ot the country. I would like first to refer to that subject without which
no progress could properly be made in the country and that is peacc
and tranquillity. For that an efficient Army, a contented Army is needed.
What we have done lately is to cut down the nwmbers. and every oue
who is professing to be a friend of the country has bcen suggesting to cut
down the numbers and saying that these are not needed. Lots of soldiers
have in this way been disbanded and are practically stranded, anl their
feelings are not so joyful as they were before the war. These feelings
have unfortunately been exploited by what we may call the wbulitically
minded agitators who have chosen to get at the loyalty of troops by pro-
paganda. At first they did not achieve much, but I am sorry to say that
rnow, when they go to the countryside from which recruits are being drawn
for the Army, these agitators have becn up to a certain extent ahle to
achieve their evil and wrong objects.

Then, Sir, the Frontier, where there are lots of fighting races, is a very
good ground for training soldiers, but we have been spending monev hand
over fifst all the time to keep these frontier people from mischief. The
politicians used to say that we ought to have buffer States because, if there
are no such States, we may have to fight with a bigger nation. If Afghanis-
tan, for instance, was not there, we may have still to fight some other
bigger nation. But in France, Germany and elsewhere on the Continent
there are no buffer States and I do not think, except for the great War,
there have been so many skirmishes and troubles as there have been on the
Frontier. It is much better to conquer them once for all and fnisk with
it by making them subjects of His Majesty.

Then, Sir, all of us, though I of course am not very much of that opinion
myself, are thinking of getting Swaraj. Hpw is that Swaraj going to remain
if there is no one to defend the country from trouble and external aggres-
sion?

TaEE HoNouraBLE Sik MANECKJI DADABHOY: There will be Malix
8ir Umar Hayat Khan. ,



412 COUNCIL OF STATE. [7rE MarcEr 1924.

Tee HoNoURABLE CoLoNEL Nawas Sk UMAR HAYAT KHAN:
One man alone cannot do much. We must have big battalions. Then
ugain, Bir, being a Muhammadan, I am sorry I feel it my duty to say,
tbough people mayv not like it, that we feel that this Swaraj will
be a Hindu Raj (Honourable Members: *‘ No, no, '’); because they pre-
dominate. We feel that they will predominate and our voice will not be heard
because even if there are three-fourths of people in this House on one sids
#nd one-fourth on the other when the votes are taken the majority of three-
1ourths will carry everything. 1t will be exactly the same thing under
Swaraj. It is for this reason, Sir, that we have been clinging together,—
with the Government which is considered to be foreign like ourselves so
that we may not be beaten in detail a8 we say in military parlance—beaten
-une by one. Again, if there is a bullock four times as strong as another,
how cun they go through to pull a cart? One will succumb and break down
.and the other will not be able to pull the cart alone, and so the eart will
brenk down also. And it is very natural that this thing should happen. As
knowing some of the tenets of my religion, I may say that at the time of the
Prophet, when the Muhammadans were in trouble, he sent all his rela-
tions to Abyssinia which was under a Christian King. 1 for one su) this
.cmphatically that we want the English Raj, a Christian Raj, far more
than the other. There have been some great people in India, whe have
been trying to make us into one nation; the first attempt was made by a
great Guru, Baba Nanak; but instead of making two religions into one, he
made it into three. Later on of _course

Tae HoNovrRaBLE THE PRESIDENT: The Honourable Member will
remember that this is a Budget debate.

THE HoNoURABLE CoLoNEL Nawap Sik UMAR HAYAT KHAN: 1 will
say why it is relevant, Sir, because 1 consider that if this
‘Government is not going to work in future as at present and
1. going to extend Swara] to the peoples of India thinking thewmn
to be a nation, then all the money which will be spent on it will
be lost. In this connection 1 might cite the historv of the Attock
river; it is called the Attock because . it ordained the Indians 1w
refrain from going on the other side. Attock means stop; and, if we look
at history, we see that everv time the river was crossed by the invaders
India was conquered. India never conquered anv other country, say China
or any other. (The Honourable Lala Ram Saran Das: ‘It did con-
quer "’.) ‘I have never read that India conquered any other country On
the other hand, any one who came from the north-west conquered India.
If thev stayed in India, they got so weak that thev were conquered in
their turn. The present Government also comes from the north-wesi,
though from a little farther awayv. Since they came thev have so orga-
nised us that we have been able to withstand these inroads. (Here the
Honourable Sir Mozamill-ullah Khan interrupted with a remark which was
inaudible.) I am sorry to say that my friend who comes from a lower part
of the countrv knows nothing about it because thev have never been
attacked; but we unfortunately in the Punjab, especiallv the Western
Punjab, know that when Nadirshah and Ahmed Shah came therc was a
proverb that what vou ate and drank was yours and all the rest beionged
to Ahmed Shah

THE HoxouraBLE S1r MANECKJI DADABHOY : T do rise to a peint of
order. You have been good enough, Sir, to wam us yesterday that the
Honoursble the Finance Minister will begin his reply on the debale af

4-30 this afternoon. There are many Members here who want te discuss
[ ]
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this very important Budget, and I do not think the tjme of this Council

ought to be taken up by discussion of matters that do not pertain purely
to the Budget.

Tue HovovraBLg THE PRESIDENT: I have already asked the Hcnour-
able Member to get to the Budget. I must ask him to do so arain. He
is getting very wido of the Budget, and we have not an unlimited time. On
the other hand, I have no desire to check him unduly. I assame he has

some point in regard to the Budget. Will he come to it as soon us pes-
sible ?

Tae HoxouraBLE CoLoNEL Nawas Sit UMAR HAYAT KHAN: I have
taken only ten minutes up to now. ~

Tue HonouraBLe THE PRESIDENT : That is rather a long time as a
preamble for approaching the matter under discussion.

Tre HonouraBLE CoLoNEL Nawap Sik UMAR HAYAT KHAN: I was
speaking on the Budget, because they say the Army takes away more money
from the Exchequer of India than anything else; and as the Army secures
the welfare of the country and keeps it tranquil, my remarks are connected
with the money spent on it and the Budget more than anything else. It
is for this reason, Sir, that I am against any money being spent on Swaraj.
11, for instance, the Germans had won, well, I know what they would have
done with the Muhammadans—they would have made them keep pigs;
and if the Bolshevists come in, all moneyv and property and cven the
people’s households will be considered to be common property.

~ Then, Sir, though we spend a great deal of money in England by send
ing out our Indian representatives, unfortunately the people in Tngland
do not know the proper situation in India. It is because it is so camou-
flaged by the papers, extremist and others, which go to England; it is
only from them that thev gauge the situation and from the pecple whao
are taken there as advisers. Unfortunately, these advisers all helong to
one profession, law, and as it is needed for a good legal practitioner that he
should be first in the school and then in a big town to earn a living and «
name, such men are absolutely out of touch with the masses, zenerally
speaking; and it is the masses, Sir, to which Government ought vo direct

their efforts. There is great deal of it also herc, with the Central Govern-
ment.

Then, Sir, of course we people who belong to the martial classes must
give vent to our feclings that we are being very badly treated in these days.
Some animals who put on the lion’s skin are considered to be the lions and
the poor lions claws and teeth are broken by the authorities, are *icd down
and thrown before them. That is absolutely unnatural, and I do not think
this state of things can live long. Something will come on; some trouble
will happen and no amount of money spent then will avail as we would
have to go for all this clerkdom.

Apart from this, being a zamindar, there have been lots of disrussions
here in which I have given vent to my feelings for them and T will nat
repeat it because I have been reminded about the time. All that I want
to say now is that, when there are acquisitions of land or when there is
assessment, when the zamindar asks for justice, he has to go tc a Gov-
ernment servant whose very existence in future life is in the hands of the
(Government, and who cannot do proper justice because he is afraid of

ruining his carcer. It is absolutelv necessary that some tribunal should
* .
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be establishied when there is a case between Government and the zamindar,
un unbiassed tribunal, chosen then and there from non-officials or others
and they should decide between the contending parties.

With these few remarks, Sir, I congratulate the Finance Minister,
not like the congratulations as people used to say last year as a custom,
"but actually, as the Budget is really worth congratulations.

Tre HoNouraBLE MR. LALUBHAT SAMALDAS (Bombay: Non-
. Muhammadan): Sir, I believe the House will agree with me when I con-
gratulate the Honourable the Finance Secretary on the excellent munner 1n
which he put all the Budget figures before us and put the Budget so
lucidly before the House. Before I come to the Budget 1 have one request
to make to the Honourable Finance Member about providing' us with
copies of the printed proceedings of the Standing Finance Committee
Reference is very often made to them in the demands for grants; T wanted
to refer for instance to the ex-gratia grant of 25 lakhs, and I found it stated
on page 165 of the Demands for Grants Volume ‘* Vide proceedings
of the meeting of the Standing Finance Committee, ete., ete.’”” Sir, T
trust the Honourable the Finance Mcmber will show this House the
courtesy and consideration of providing them with copies of these procecd.
mngs, because, in the absence of these proceedings, we cannot know any-
thing of the reasons of including these amounts in the Budget.

Coming to the Budget proper, I will not follow the precedeat of tho
Honourable the Finance Member and keep till the end of my speech the
question of what he called ‘* an exciting inquiry *’ that is about the ralt
tax. That is I grant, Sir, an exciting inquiry. The Honourable the
Finance Member said yesterday in the other House that he was quite sin-
cere when he recommended that the Assembly should accept his sugges-
tion of reducing the Provincial grants and not reducing the salt tax. I
hope, 8Sir, he will give me credit for being equally sincere when
say, that we, the representatives of the people, cannot accept that sugges-
tion. I will give my reasons shortly. I would like to say here, that the
Finance Department has always been courteous and obliging to us
whenever we have asked for information. When the Honourable the
Finance Member's spcech came into our hands, I found that he said that 86
iakhs of maunds more were taken up by the traders in the first two month:
of 1928, and I wanted to sece the figures for myself. I asked for these
figures and they have been kindly supplied to me. I do grant, Sic, that in
the first two months of 1923, the issues were 36 iakhs maunds or rather
40 lakhs more than in 1922. The figures are correct, but that raises another
question. The salt tax was increased in 1922. It was thrown out by the
Assembly in that year, and there were not any undue increase in the issuves
in that year. In 1928, also the salt tax was raised, and the Assembly
threw it out, and many Members of this House had no idea till the very
last day that the increase in the salt tax would be included in the Finance
RBill and introduced here as a recommendatory measure. I think, Sir,
the country has a right to know how this information leaked out hecause
there is no doubt the Honourable the Finance Member is quite richt in
saying that there have been issues to the extent of 86 lakhs of maunds
more than the average issues in previous years. How is it that the traders
came to know of this when none of us in this House had the slightest idea
that the salt tax would be brought forward before the House as a recom-
mendatory measure? .
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Coming to the other figures, while I am quite prepared to accept the
first part of the Honourable the Finance Member's statement that 36 lakhs
of maunds were issued in excess of the last two years' average, T canpot
accept the second part of the statement that the stocks have gone down
because the traders thought that the salt tax would be removed this vear.
So far as we are concerned, Sir, we had not the least idea that the salt
tax would be brought even down to Rs. 2. Yesterday the Honourable the
Yinance Meiaber said that representatives of the Swaraj Partv—he did not
use that word—but he must have meant them when he said that he heard
birds whispering that they were going to oppose the salt tux. If the Honour-
-able the Finance Meinber will, however, be good enough to go through the
figures which his department have supplied to me, he will find that the
issues during the last six months have not been so low as represented by
him in his speech. The Honourable the Finance Member in his speech
went on to say that he had no evidence that consumption has gone down.
1 asked his department to say what evidence thev had tried to collect
«n the matter. The department told me that they had made attempts to
colleet ovidence, but that they were not quite sure of the exact
figures. The Honourable the Finance Member said yesterday that
his evidence was based upon the evidence of the traders. It iz these
traders, Sir, who get information in advance, and then they abuse that
information. Arc these traders to be trusted? I would not trust them
anless I had an opportunity of examining themn in the presence of the
Honourable the Finance Member and, after sifting their evidence, if we
come to the conclusion to which he has now come, | shall be quite pre-
pared to accept his conclusions. The only conclusion that I can now draw
1« that there has been a reduction not only in the issues but in the con-
sumption of salt as well. If that is so, it means that thc poor man has been
hard hit by this increase in the salt tax .

Tue HonotrabLE Sik BASIL BLACKETT: 1t is not so.

Tee HoxouraBLE Mr. LALUBHAl SAMALDAS: The Honourshle the
Finance Member says it is not so. Hore are the figures. Tn the year
1922-28, the total sale was 496 lakhs of maunds and in the next year it was
380, and it is a pure assumption to say that it is due to the stocks havine
gone down. There is no evidence for it, and if he will kindly tell us later
on what the evidence is

Tae HoxovraBLe Sik BASIL BLACKETT: 1 said yesterday that my
evidence cume direct from the traders. There is the definite evidence
that there has been under issue. 'T'he Honourable Member says that there
is no evidence, but that there has been reduced consumption. That is a
statement based on pure assumption and on no evidence whatsoever.

Tre HoNouraBLe Mr. LALUBHAI SAMALDAS: It is a question of
direct evidence, and, unless we see the evidence which the Honourable the.
Tinance Member has got before him, and unless we have an opportunity of
examining the witnesses in our presence and sifting the evidence, I am
not prepared to accept that statement.

My assumpiion is quite clear. At any rate there is no evidence
brought before this House that the lower issue of 116 lakhs is not due to
lower consumption. Let the Honourable the Finance Member adduce
evidence. If he does so, then it will be time to say that the consumption
has not gone down. 8ir, India is a poor country, and she cannot afford
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to payv a higher salt tax. This has been said, not only by the representa-
tives of the people in this and the other House, but by a high authority
like the Secretary of State. That statement has now been explained
away in a manner. I am not quitc sure whether tHe explanation that is
riow.sought to be put upon it is a correct one. I am going however to quot.
the authority of a person in a much higher position, one who is now the
Prime Minister of England, and his authority at least, I hope the Honour-
able the Finance Member will not controvert. He sayvs:

“ The salt tax has long been regarded as a blemish on our Indian fiscal system.
It is light (when it was lowest, from 1807, it stood at Re. 1 per 82 2/7 lb.—it is now
Rs. 2-8-0—and meant a tax of about 34d. per hiead per annum), but still it is no mean
Beroportion of the income of Indian families. Though salt taxation was known in India

fore, its present history dates from the imposition of Clive and Warren Hastings
when the Company was hard up. It has heen upheld on the ground that it is well
that every Indian should feel the cost of Government. As a matter of fact, he feels
nothing of the kind; he just knows that the price of his salt is high, though salt is a
necessity. Buf supposing there was something in this notion of making everybody feel
the cost of administration (and there is nothing), it would only apply to a self-governing
people who may rightly be taught the financial consequences of political acts i

Then he goes on to say :

‘ The salt tax is exaction and oppression; and if the people understood it, it -would
only breed discontent. It is a survival of the general exploitation of India’s poverty
by a profit-making Company " -

Tre HoxovraBLe Sik BASIL BLACKETT: The Honourable Mem-
ber will not perhaps forget that the present Primc¢ Minister is 4 member of
the Cabinet which has definitely approved of the present proposals of the
Government.

Tue HoNouraBLE Mr. LALUBHAI SAMALDAS: 1 am told that the
present Prime Minister is 4 member of the Cabinet. I know it; but from
the way in which the Honourable the Finance Member has made his
recommendation, it is clear that the Cabinet in expressing their approval
of the Government of India's proposals as a whole, have left the final
decision to the Assembly. The House will see that the members of the-
Cabinet are thus prepared to place this matter in our bands to decide.
It is for us to decide whether we should stand by the opinion of the Premier
who, when he wrote his views, was an 1mpartial observer of events in India
and with the opinion of the Secretary of State or whether we should go-
by the opinion of the present Members of the Viceregal Council here.

Sir, the Honourable the Finance Member has said that provincial parti-
cularism should be avoided, and T entirelv agree with him, and if I had
been convinced that the reduction of the provincial grants would com-
pensate if rot to the full extent, but even to a large extent, the class of
people who have to pay the extra salt tax, I would have voted for the
reduction of grants. I would do so, because 1 belong to the
country and the country belongs to me and to mine. If ¥
could make myself honestly believe that his proposal would mean better
medical, & better sanitation and better educational facilities, if I could con-
vince myself that it would mean full compensation for the loss that the:
poor man suffers by the increased salt duty, I would surely have voted for
it. T hope he will take it from me that I am as sincere in my belief ag he
is in his and, if we decide to differ, then we must do eo.

[ )

12 Noox.
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This bringg me to another question. We have.a constant wrangle as
regurds. the taxable capacity of the pecple. The Government Benches
say ‘* Oh the poor people will not mind this extra taxation’’. We on this
wside suy, ** it will be felt *. May I, Sir, suggest to the Honourable the
Finance Member to widen the scope of reference of his Taxation Committee
so that this question may also form onc part of the terms of reference.
My friend, the Honourable Mr. Sethna, had moved for a Committee for
a similar purpose. He withdrew that Resolution thinking that this Taxa-
tion Committee might give us all the information. 1 think, Sir, the terms of
reference are not wide enough. Will he be good enough to extend the
scope of the terms of reference so that once for all this constant dispute
between the two parties, between the Government Benches and the non-
.official Benches, might cease for ever; at least let us hopc so.

Bir, before I take up the detailed items of the Budget, I want to make
two specific suggestions to the Finance Member for his careful and I hope
favourable consideration. One is regarding the use to be made of the
money that he gets through the Post Office Savings Bank and the Cash
Certificates. I made a suggestion about it last year and I want to repeat
it here in detail this morning. The problem of agricultural indebtedness
of the country is & very difficult ode to solve. We in the provinces are trying
our best to solve it through the co-operative societies. The Provincial
Governments —in my case I can say with certainty—are prepared to help
us to a certain extent by putting some money at the disposal of the Pro-
vincial Co-operative Board. 1 want the Finance Member to consider care-
fully whether the time has not arrived when either a Land-mortgage Bank
could be started with the help of Government and, if not, whether Govern-
should, through the Imperial Bank, which is growing, arrange to give
the Provincial Co-operative Banks long term loans—advances for annual
use, so that we in our -turn might advance the money, through the co-
operative societies, to the agriculturists to relieve their indebtedness. In
my province we are tackling this problem. I know both Agriculture and
Co-operative Societies are provincial and transferred subjects. But this
problem is so big that, unless the Government of India came to their
assistance the co-operative movement by itself or even with the assistance
cf the Provincial Governments cannot tackle the problem to any appre-
-ciable extent.

The second matter which 1 want the Finance Member to consider care-
fully is sbout the question of Industrial Banks. I hope the House remem-
bers that during the last year my friend, Mr. Kale, asked for a Committee
to be appointed to consider the question of Industrial Banks. That Resolu-
{ion was carried in this House. No action was taken thereon by Govern-
ment. Last July Session, I asked a question on the subject and my friend
the Commerce Secretary said that they had carefully examined the
question and came to.the conclusion that it was not necessary
to do so0, because the Provincial Governments were taking certain
action in that direction. Owing to the hearty co-operation of
all departments with the Finance Department, times have now changed as
regards the finances of this country. They are now in a sound position.
1 hope the Finance Member will see his way to carefully examine the
question of either starting an Industrial Bank or asking the Imperial
Bank to help industries to carry on their work. I know, Sir, that many
industries that we started during the war are now in a verv bad way only
-owing to the difficulties of finding working capital. If the Finance Member
can use his influence with the Imperial Bank-to help shese industries, that
will in a way temporarily solve the problem.

. - B
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Sir, coming now to the details of the Budget, I take dp the military
department first, and I am very glid that His Excellency the Commander-
in-Chief is now here. 1 want to make a few suggestions. The day before:
yesterday His Lxcellency said in the other place that, so long as he was
responsible for the dcfence of the country, so long as he was our Com-
mander-in-Chief, he could not see his way to reduce the fighting units by
a single man. I hope I have understood His Excellency correctly. I
entircly agree that this problem, the problem of the number of the fighting
units, must be entirely in the hands of His Excellency the Commander-in-
Chief. He must have the final word on that matter. And we recognise:
from his speech that till conditions improve and till things have changed,
we cannot, for the present at least, expect any reduction in the fighting
units. His Excellency was good enough to say that he was prepared to
explore other avenues of retrenchment. He said he was prepared to have
the assistance by way of suggestions of other people. I beg to suggest, Sir,
that there are certain items, not of fighting units but others, which could
be reduced to a certain extent. I will take up only one item, merely as
an instance. 1 am talking as a layman and, if T am wrong, I hope His
Excellency will correet me. I find frop the Budget that transportation
charges altogether come to about 3 crores of rupees divided between
various heads and sub-heads. Transportation charges could, I believe.
if carefully handled, be reduced; even if the reduction is to the extent of
10 or 20 per cent. it means some relief. 20 per cent. means 60 lakhs. Will
His Excellency kindly consider this matter and, if he thinks it necessary,
get expert advice of business men who are familiar with the subject of
motor transport? Sir, I will refer to one more subject only as regards the
Military Department, His Excellency said, and T entirely agree with him.
8ir, that the Indianisation of the Services can only be through one
door, that is, only through Eduecation. I entircly agree. 1 want himn
now to take up the question of educating our youths, not only by tens
but by many more., and not ut Dehrs Dun only. What I want him
to do, Sir, is this,—let him fix a period during which he wants to
Indianize the officers of the Indian Army. He said in the other place that
a3 young man takes about 22 years to be capable of being put in charge
of a regiment or a battalion. We sayv all right, take that figure—take 20
years. Let him draw up a scheme for educating a sufficient number of
men ‘to Indianize the Army in that period. In drawing up the scheme.
tet him if necessary seek the assistance and advice of the old
officers of the Army, men like Colonel Sir Umar Hayat Khan or Captain
Ajab Khan, and of the educational officers of the- Government. Let him:
aefinitely decide to spend more money on education, and ¥ am quite sur=
that the Assembly will grant that money—and then come before the
Assembly and the Council with a proposition that, within so many vears,
by sending so many men to a number of Dehra Duns and through Dehra
Duns to Sandhurst, we will Indianise the officers of the Indian portion of
the Army. T appeal to His Excellency to make an earnest effort to solve
this problem throngh education.

Tre HonouraBrLE THE PRESIDENT: The Honourable Member must

'ramekmber that there are a great many other Members who are anxious to
fpes.

Tas; ﬁoxounmm Mr. LALUBHAI SAMALDAS: If that is so, I will
‘not be long. I wamted fo refer to the windfall. I merely make one sug-
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gestion. Out of the windfall 2 crores have been set apart for paying back
the customs duty to the Railways if we lose the appeal. I ask whether
through Railways the money will not come back to the Finance Depart-
ment. As a matter of fact, you will get back the greater portion of it
through the Railways. If that is so, that windfall should be utilised—I
have come to this decision after 1 have studied the question on my Com-
mittee—to have a Government shipbuilding yard to build ships. I make
this suggestion for the careful conmsideration of the Finance Department.

1 will refer only to one important matter, on which an ex-
planation is nccessary and which I think the House will be glad
to have. The Honourable the Finance Member in paragraph 41
of hic« speech said that there will be a deficit of Rs. 8 erores
on account of the depreciation in the value of stock and stores held by the
Railways, and he wants to write off this amount in ten years 1 do nov
approve of this system: No joint-stock company’s profit and loss account
can be prepared with the stocks put at any other figure than the market
pricc. Theyv ought to be put in the books at the market figure even if
this means reducing the profits 6f Railwavs, and I wish the Honourable
the Finance Member had taken couraze and reduced the balance, if
necessary, bv Rs. 3 crores.

Tre HoxouraBre Sk BASILy BLACKETT: And put on increased
taxation?

Tur HonouraBLE MRr. LALUBHAI SAMALDAS: By all means, we
will accept it. When we made suggestions similar to the action now pro-
posed by the Honourable the Finance Member, we were told last year that
these would be faked up accounts. T ask him, Sir, ** will this not be faked
up accounts?” T put that question to the Honourable the Finanee Member.
The point that I now want to put before the House is this. The Railway
memorandum in paragraph 32 says that Rs. 30 lakhs are required for five
vears only. The Honourable the Finance Member in his speech says that
it is required for ten vears. Which figure are we to take?

Trr HovovrABLE Nawan S AMIRUDDIN AHMAD KraN BAHADUR
(Punjab: Nominated Non-official): Sir, T must admit that I was greatly
impressed by the able munner in which the Budget has been presented
to the House. The Honourable Finance Member deserves our congratuls-
tion for the very lucid Financial Statement that he has put before us.
His able and instructive review affords much matter for study and thought.
It is » matter of satisfaction that he does not only present g balanced
Budget but is in the happy position of presenting a Budget which, on the
basis of the present taxation, is expected to give a handsome surplus. My
first impression on reading the Budget was that it presented little material
for criticism, as there was no proposal for fresh taxation, neither was there
any further enhancement of present taxes. When there is no such sugges-
tion we should have trust in those who have prepared the Budget and must
leave it in their experienced hands. Constructive suggestions, are very
good in themselves and should be welecomed, but I notice the general
tendency is to criticize the Government and official action. whather there is
any occasion for that or not. .

I will not, Sir, elaborate every point in the Budget nor will T go into
the details, T will make only a few general remarks. On the civil side the
proposal for the reduction in the salt tax is very fair. "\The House is well
aware that there was a great controversy about this tax last year. It is out
of regard for the popular opinion that the salt tax has been reduced to
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Rs. 2 a maund, and so we should welcome it. 1 myself cannot support
its reduction any further as I am unconvinced that it is an oppressive tax.
Our Local Governments are clamouring for relief. Their own departments
ure in need of money. This is an opportunity to afford them relief and
provide them with whatever help we can. We hope that in the near future
we will be able to reduce the contributions of other provinces ulso. There
are signs of the growing prosperity of the country. The general conditions,
I am thunkful to say, have immproved and we have had rains and good
harvest at the suitable time. There has been an appreciable improvement
in the trade of the country as is shown by the excess of the vxports over the
imports. The Honouruble Mewmbers, representing the provinces which
do not get a share this time, need not be impatient. Their turn will also
come. I nm afraid the question of sentiment weighs a great deal with us,
but I sincerely hope the House will be guided by business-like instinets and
will not be away by sentiments.

On the military side, Sir, we tind the expenditure is redueed, and those
who heavily accuse the Govermmnent, in and out of season, of wasting
money will find somp relief when they sec that it has been brought down
to 60°25 crores and that efforts are still in progress to reduce it further.
1 thank His Excellency the Commander-in-Chief for the reductions that
he has effected in military expenditure. But personally I am not in favour
of cutting down the Army expenditure- Any reduction not justified by
actual circumstances is fulse economy. Those who are given to thoughtless
and obstinate agitation for the reduction of expenditure on this item agyd
believe that the .country before the advent of the British rule was a garden
of roses betray s hopeless want of adequate knowledge of the past. They
do not compare for a moment the condition of affairs in the country in old
times when it was full of internal commotion and every noment in
danger of external aggression. There was no peace and tranquillity and
warfare among the people was general. At such a time a civilised nation
was destined to rule over the country, to vindicate its honour, to shelter
and gradually advance its people, to do away with the darkness of ignorance
and to diffuse the light of learning. It will be a great act of ungratefulness
not to admit that India of to-day is made by the strenuous efforts of the
Englishinen. We have advanced by coming in contact with them. The
present awakening in India, the progressive ideas of its people, their sense
of responsibility and honour all are due to their teaching. We cannot
forget what they have done to educate us. Where will be the peace and
prosperity of the country if it is not iinmune from internal commotion and
external aggression. It requires the maintenance of a well organised and
disciplined army. If we want our country to progress steadily, and this is
the cherished desire of all of us, we should not think of any reduction on
this item. Any ill-advised measures of retrenchment will interfere with
the essential structure and organisation of the Army. We must leave this
in the hédnds of experts who, after years of experience and serviee, nre
qualified to express an opinion on the subject. If the Government with the
advice of these experts decide to maintain an Army, which in their judg-
ment is not at all out of proportion to the requirements of the country,
then I venture to think the opposition from non-expert agitators, who are
mot qualified to f)rm an opinion on, the subject of .the maintenance or
_otherwise of the”Army, should not be comsidered seriously. Moreover,
India is & part, of the British Empire, and as such it shotld maintain ar
“Army to take its part'in the defence not only of India but-of the Empire.
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In reducing the military expenditure any further we will be dis-serving the
country under the masque of doing servico to it.

1 will not detain the House any more by going into detyils but will
conclude my wspeech with the remarks that I welcome and support the
Budget. .

"Tur Hoxourapue Mn., PHIROZE C. SETHNA (Bombay : Non-Muham-
wadan): Sir, the Financial Statement is looked forward to every year, and
1 take it in everv countrv, with great anxiety. If the Budget shows ‘a
surplus and happily there is some reduction in taxation perhaps it is called
a budget of prospenty. If, on the other hand, there is a deficit, and worse
still if any additionn] taxation is imposed, it is characterised as a budgst
of tears. India, unfortunately, did suffer for some years with deficit
Budgets  The Honourable 8ir Basil Blackett came out to this country
with o reputation already established in the United Kingdom. His emn-
denvour this time vwelve months back, when he presented his first Budget,
waus that it should be n Budget which should balance itself. He was
greatly helped in that task by the recommendsations of the Inchcape
Committee, but notwithstanding that, there was a deficit and that deficit
was proposed to bc met by the doubling of a particular impost which
caused  such n great stir in the countrv and perhaps tor the time being
contributed to the unpopularity of the Honourable the Finance Member.
All the same we must recognise that the Honourable the Finance Member
" is doing his utmost to straighten out the financial tangle which at ome
time threatened to choke the solveney and even the prosperity of the
country. We must also renlise that Sir Basil has to face a situation which
is nos of his own creation. We-hope therefore that now and afterwards his
Budgets will leave o sufficient surplus to enable it to be devoted to nation-
building purposes which at the moment. he will admit. are starved and
absolutely neglected for want of -sufficient funds.

According to Sir Basil Blackett, there is a surplus of 336 lakhs but, if
wa subtract this 386 lakhs from the windfall of 478 lakhs, there is really
a deficit of 187 lakhs

Tue Hovovrasu: Sk BASIL BLACKETT: The windfall comes in
a different vear.

Tue Honovraprk Mx. PHIROZE (. SETHNA: I thank you for the
correction. I am also thankful to Sir Basil Blackett for, in the year in
which, according to him, there is & surplus, he proposer to devote a por-
tion of it to the reduction of the salt tax from Rs. 2-8-0 as at present to
Rs 2 in 1924.25. 1 congratulate him and with him the Government of
India on the good s¢nse which has prevailed with them in this decision.
The question, howaver, is if we can be as optimistic as the Honourable the
Finunce Member evidently is. The Honourable the Finance Member has
evidently prepared his figures of revenue for the new ycar on the same
limes as in the past years, and I may be pardoned for raying that he has
not profited bv past experience. Taking the total of the revenue side in
1921-22 they bwlgeted for a total revenue of 129§ crores, the revised
estimates wore for 109 crores and the actuals 1151 crores, which meant a
deficit of 144 crores in that year. In the year following the total revenuc
budgcted for was 139} crores and the revised figures were for 1204 or a
drop of 183 crores. In the current year the figure was 185 crores revenue
and in the Statemer:- which the Honourable the Finance Member presented
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a weuk ago he revisel this figure ut 1294 crores which is a drop of 5§ crores.
If there is a drop in the total revenue it is made up of smaller drops under
different headings from the revenue side such as Customs, Incomo-tux
and Railways partizalarly. Take Customs alone. In 1921-22 the budgoeted
amount was 87 orozes 78 lakls and the actuals worked out at only 84 crores
40 lakhs. ln the following yeur ayainst the budgeted figures of 45 crores
41 lakhs the revised amounts were only 42 crores 30 lakhs. Again last
year Sir Basil Blacuett gave as his estimabe of customns revenue an income
of 45 crores 2 lakhs which he hag had now to reviso to 40 crores 41 lakhs,
1.quote these higures in order to show that there is need for greater caution
than perbap  the .‘inance Meomber has shown in the preparation of nis
Budget. I would certainly have wuaited till next vear for the declaration
of any: surplus.. 1 suy so for the good reason that u budget at the best is
inere-guess work, such guess work being based upon past experience and
anw censervative cstimate of expectations in the new vear. 1 believe the
¥inanee Member was of opinion that his estimate twelve months back
of customs revenue was u conservative one, and yet he hag had to admit
that he now expects a drop of more than 10 per cent. 1 see the Honour-
able the Finance Member is shuking his head. Why then take the
oustoms revenue for next ycar at 45 crores? There is not that recovery
in trade to justify this higher figure. On the other hand, the Finance
Member himself is not so sure from the passing remark ha muade that tha
1924 momsoon will be as favourable as its two or three predecussors. 1
£gree with the Finance Member in this view and I believe he bases that
view on the theory advanced by Professor Stanley Jevons in his latest work
in whioh he says that there is u regular cycle whereunder we get in India a
wevere famine once in ten or twelve vears, and in between a mild one. If
we look to the history of famines from the beginning of the present century,
we had scarcity in 1900, in 1906 there was a severe famine and in 1912
we had another but not as intense. In 1918 there was not only s heavy
famine but also the influenza epidemic. There is therefore reason to
belicve that we may not have n bumper vear in 1924-25. Personally, I
shall not be surprised it next yeur the Finance Member will again show
a drop in the revised customs revenue and attribute it to a season of
searcity. The safer course would huve been to take the customs revenue
for 1924-25 at the revised figurcs of the present year, which are nearer
40 crores. Of the difference of 5 crores the Finance Member cstimates
an additional 2 crores or more from the higher duty on sugar and from
the duty on Government stores previously exempted, but there is still a
margin to account for. He has not explained how he expeets to meet
that further margin. T shall wait for his explanation.

Tue HoyourabLe Stk BASTI, BLACKETT: The figures have becn
<circulated.

. Tur Hoxorrare Mr. PHTROZE . SETHNA: T am sorry 1 have not
seen ‘them. T myself think it may be duc to the possibility of a higher
customs duty on imported iron and steel which he may Smpose. As we
know Government are committed to the recommendations of the Fiscal
Commission and in accordance thercwith they did appoint a Tariff Board
und T understand that the report of the Tariff Board is before Government.
but, Government have not presented us at the time of the budget, as they
ight well have done, with the recommendations of the Tarif Board or
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whut their own views are on this subject- We know that the country
ub large wants that this basic industry ought to be supported as best
possible and, consequently, I need not assure the Honourable the Finance
Member that, if any recommendations come from him to that effect, they
will be heartily supported.

I will, Sir, digress hcre for a moment and refer briefly to certain
incidents which in my opinion contribute to the decrease in the customs
revenue. [t so happened that when last year the customs duty on silks,
«ugar, matches, ctc., was enhanced, the consuming capacity in these
particular goods in some of the Indian States which have an outlet to
the sea appeared to huve been very suddenly and very considerably increased.
lLiarge quantities of these goods arrived at British Indian ports from
which they have been transhipped to these Indian States and from there
brought to British India. The imports in these Indian States reached
very large figures, far beyond the consuming capacity of those places, and
therefore the only inference is that it paid importers to tranship goods
at Bombay or Calcutta to Indian States and bring them subsequently to
British India. It may be asked how could this be & paying proposition?
My anawer is that, although this sounds likc a paradox, yet it is perfectly
true. In the Indian State the same rate of duty obtains as in British
Indin. For example, tako the ease of silks. If silks were sent to an
Indian State 30 per cent. duty would be charged the same s in Britisn
India,but the results perhaps are very different. Suppose that 30 per cent.
was charged on a silk piece. The appraiser in an Indian State might
“nppraise that piece at only Rs. 100, while the better trained, better paid
und perhaps more careful appraiser at Bombay or Calcutta. would value
it not at Rs. 100 but at its proper worth which might be nearer Rs. 300.
In this way a very considerable revenue has been lost to the Government
of India under the head of customs. and it would be interesting to know
from the Honourable the Finance Member what he assumes to be the
loss under this head. Sir, when our taxation increases, people do resort
to such ingenious tricks. It may be a far-fotched simile, but it would
not be wrong to say thatJt is the avidity of the dupe which induces the.
trickery of the sharper.

Then, again, take the cuase of the imaports of matches. Large quantities
of matches are now going to some of these Indian States which can boast
of a harbour. The Honourable the Finance Member raised the duty on
matches to Rs. 150 per case of 100 gross boxes last year. (The Honourable
Mr. Lalubhai Samaldas: ‘‘ Under the treaty rights they bave a right to
take matches there’’.) I do not deny that for a moment. Then, Sir, what
did the merchants in Bombay and elsewhere do? They imported matches
not as matches but in parts, that is to say, they imported separately the
boxes, as also the sticks and likewise the chemical preparation to be put
on one end of the stick, with the result that they paid on these separate
articles just the ad wvalorem duty. They established factories here and
in these factories assembled together the different parts, and the cost of
this .ad wvalorem duty plus the cost of assembling onlv came to Rs. 50 as
«gainst the Rs. 150 rate of duty which Government charged per case of
100 gross boxes. These people knew very well that that rort of practice could
not last very long, and Government have got the better of them by now
increasing the duty on match boxes, sticks and the necessary chemical
proparation, with the result that they will in 1924-25 be able to realize
Rs. 150 per cabe of 100 gross boxes whether they arrive as ready made
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matches or come in parts. 1 wonder if Government are aware that some
merchants in this line were quite prepared for such a move on the part
of the authorities and they have already resorted to fresh tactics. I know
that telegrams have already been despatched to send out to India not
ready made wooden sticks separately as before but the wood itself from
which the sticks could be made and on which again only an ad valorem
duty would be charged. They have also indented for the special machinery
to convert the wood into sticks in India, and thereby thev will save again
a considerable amount of money unless in the Finance Bill the Honourable
the Finance Member counteracts them by a fresh move. (The Honourable
Mr. Lalubhai Samaldas: ‘“Where is the harm? It is a-new industry’’.)
Yes, and an industry which will deprive Government of their revenue, but,
as I say. it is the avidity of the dupe which induces the trickery of the
sharper. I have quoted these instances, to convince the Honourable the
Finance Member that his estimate of 45 crores of rupees is not likely
to turn out right, and perhaps he will have to come to us thig time next
vear and say that the estimate of 45 crores under custoins rcvenue has
not been realised, and that it is nearer 40 than 45 crores.

Sir, the same remarks as apply to customs also apply to the Post Oftics,
Railways and many other heads. I know that I shall not be allowed to
speak at any great length and must out short my remarks. I can only say
with regard to the loss on the post office and railway fares that the law of
diminishing returns operates there just as well as it does to some’extent
wa the matter of the salt tax. As regards the post office charges; I may *
be allowed to say that the golden key to the industrial future of this
country is cheap postage; and I will also say that doubling postage halves,
while cheapening postage doubles, business transactions. And that is a
point which ought not to be lost sight of whenever there ix a surplus.

I shall now only refer to some of the most essential points, and make
the most of the time at my disposal. One point that strikes me forcibly
is the rate of exchange which the Honourable sthe Finance Member has
adopted in the new Budget, which is taken at the rate of 1s. 4jd. He
says he has done so because the average of the last year has worked out
at 1s. 44d. Now the Honourable the Finance Member has not told ux
how the average has worked out at that figure: it is because the bulk of
ibe remittances were crowded during the busiest season of the year, when
exchange ruled high. If money was remitted at a time when it was most
needed here, it is true that the Finance Member got the benefit of exchange,
but against that must be offset a very great loss to this country itself.
My Honoursble friend the Finance Member very wisely provided for an
smergency currency by the amendment of the Paper Currency Act, but
even that as he must admit has not helped us much. I would sooner
therefore make remittances as required from week to week and dayv to day.
and if that had been done this year the average rate would not have been
1s. 4}d. but somewhere about 1s. 4d. 1t is not therefore right to assume
the rate of 1s. 43d. because, while we may gain thereby in exchinnge by
making remittances only in three or four months in the vear, w. lose enn-
giderably by not having sufficient money available in India itself during
our tusiest season.

Leaving other items out of consideration I would say that the over-esti-
mate in the customa revenue and thg estimated savingr in exthange between
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them represent much more than the surplus amount of 836 lakhs. . Then,
again, there is another item of 80 lakhs of rupees to which 1 would like
to draw attention. The Honourable the Finance Member thinks the timc
has arrived for no longer availing of the recommendation of the committee
which was appointed. at the instance of my friend Sir Maneckji Dadabhoy
Lv a Resolution of this House to set aside a sufficicnt sum every vear u«
a sinking fund against the depreciated price of the 5 per cent. loan. Sir
Basil Blackett is of opinion that this is no longer necessary as Government
securities have advanced very considerably. I do admit this is so; I do
admit that Government were able to float their loans very successfully
this year. I go further and say that the fresh loan of 20 crores of rupees
in 1924-25 will all be taken up in India and taken up at a lower rate of
interest. But the reason why Government securities arc to-day in great
favour is because the public, owing to the great depression in trade, arc
fighting shy of industrial securities. When a revival in trade follows,
Government securities may not fetch their present prices nor may new
loans be taken up so readilv. and the sinking fund ought therefore to be
strengthened still further.

1t might be argued, Sir, that because I hold that the expected surplus
of 336 lakbs is not likely to be realized, that 1 must be content with the
existing rate of taxation in 1924-25. (The Honourable Sir Basil Blackett:
Hear, hear.) My answer to that is, and I now come to His Excellency
the Commander-in-Chief, that it is because we are not yet in sight of that
saving in military expenditure which ought to be effected. The ultimate
rigures decided upon by the Inchcape Committee is 50 crores, and it is
a far cry from 60-25 crores of military expenditure in 1924-25 to 50 crores,.
a difference of 10 crores of rupees. I certainly think that there is much
yet to be done in that direction, no matter what His Excellency the
Commander-in-Chief has said or might say on the subject. Our differences
with Turkey are now happily settled. (Laughter). That is my idea. The
Soviet Government has been recognized and the normal pre-war relations
between England and Russia, there seems to be no doubt, will soon be
festored. Will not Government reconsider the question in the light of the
seneral improvement in the international situation due to these events?
As a result of the Washington Conference Japan reduced its military
expenditure in 1922.23 . . . .

THE HoNourRaBLE THE PRESIDENT: The Honourable Member has:
already been speaking for 20 minutes.

Tar HoNourasLe Mr. PHIROZE C. SETHNA : Sir, I submit it is hardly
tair to Members who are in the first place only given three or four days in
which to study'the Budget and then allowed only a single day in which to-
express their views and they have indeed much to say. I submit, Sir,
that the Honourable Finance Member might give us another day and that
we might be allowed to speak longer.

TeE HonouraBLE THE PRESIDENT : The Honourable Member is aware:
that I did not fix the time allowed for discussion. The Honourable Men .-
her is also aware that the day contains only a certain number of hours an!
he is aware that therc is a large number of Members in this House wh
desire to put their views before it. I hope the Honourable Member will
vot take up more than a fair share of their time. I merely suggest to him
that he should bring his remarks to a close as soon.as possible. If the
Honourable Member can obtain more .time another vear, it will give me
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great pleasure to hear his speech, but he knows very well that the time
for the Budget debatc is fixed by His Excellency the Governor Genersl.

“Me Hoxoveavre Mr. PHIROZE C. SETHNA: ‘I will do the best I
«an. I will accept your ruling, but I wanted to say something on th.

vevival of the opium trade, on currency and other matters which I mus!
leave out. #

I would like to say in regard to the salt tax that Indian opinion has always
been in favour of the salt tay being as low as possible or none at all, and
1 know that Indian opinion at the present moment also is that it should be
reduced not to Rs. 2 but Rs. 14 as it was before 1923-24. If on account
ot the bait which is thrown out by the Honourable Finance Member
certain - Members representing the provinces concerned choose to avail
themselves of that bait, I would certainly appeal to them in the name of
the poorer classes in the whole country that thcy might preferably have
u reduction in the postal charges in the shape of a quarter-anna post-card.
I know that there will be a big gap between the quarter-anna post-card
and the one-annn letter stamp, but an intervening rate could be introduced,
namely, we might have, for a letter weighing half a tola a half anna
stamyp the same as previously, and one-anna postage for letters weighing
more than half but less than two-and-a-half tolas as at present; and like-
wise reductions in book post. That would be giving relief to all alike.

I thank Government for their recommendation of a reduction in the
salt tax to Rs. 2, but I cannot help observing that such a recommendation
must have been made by my Honourable friend, the Finance Member,
hefore he read Lord Olivier’s speech of the 26th February 1924. Of course
vesterday at the other place the Honourable the Finance Member said that
the view had been changed.

Tee HoNourapLE Sik BASIL BLACKETT: It was never expressed,
Sir. I explained in another place yesterday that the idea that the Secre-
tary of State had expressed a view against the salt tax was entirely
4.YTODEous.

Tre HonNourasLe Mr. PHIROZE C. SETHNA: The Honourable Mem-
ber says it is entirely erroneous. Lord Olivier's speech is in the King's
English and .any one reading it could not arrive at any other interpreta-
tion. The world at large has so arrived at the interpretation we put on
it, and yet the Assembly was told yesterday what we have been just told
to-day, and a telegram is published in to-day's  P'ioncer ' saving that the
Sccretary of State ‘* was not prejudiced agsinst the salt tax provided it
was not onerous,’’ and he concludes by saying: ‘‘ 1t is indeed s matter
for the Government of india and the Assembly to decide between them.’’ I
wish only, Sir, to say that we are not unaccustomed to such quick change
of interpretations. I will remind this Honourable House of what happened
m August 1922. The then Prime Minister, Mr. Lloyd George, made a
.certain statement in the speech which is now"known as the ‘‘ steel frame
speech "’ and which speech was regarded by the world at large as a direct
negation of the famous declaration of 20th August 1917. There was great
indignation in this country. A deputation which waited on H. E. the
Viceroy a few days later on 19th August 1922 was informed that Mr. Lloyd
George had asked the Viceroy to convey his ‘‘ assurance *’ that in what
he said there was nothing which wonld eonflict with, or indicate anv depar-
ture ‘from, what was laid down i, the’ declaration of 20tH "August 1917
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‘This was a clear afterthought us I said in & speech 1 made at the time
aund fortunately for us Lord Olivier himself has now quoted ghat very speech
a8 one of the causes which contributes to the mistrust in India, thereby
interpreting the speech as we have done it. Whatever the Honourable the
Finance Member may suy now, however Lord Olivier may now contradict
himself, the reading of Lord Olivier’s speech goes to confirm the impression
without any doubt that there was in it a severe condemnation of what the
(jovernment of India did twclve months ago in the matter of doubling
the salt tax. The Honourable the Finance Member was requested
{esterday to produce the telegram of the Government of India to the
Secrctary of Stute. He refused to do so in the other House and it would
ba useless my repeating the request to him here to-day. But we can
draw our own inferences.

In conclusion, Sir, whilst I am sorry it is not possible for me to bring
up several other important points on the Budget unless you allow me more
iime, 1 will sav this, that I join with the Government in the hope that
there will be no longer any unbalanced budgels. no more need for taxing
sich v necessity of life as salt, but that the burden of taxation will gradually
and sensibly be so lowered as to make available sums of money which could
e devoted to nation-building purposes, and which in their turn will con-
tribute to make India a stronger, a richer, a more prosperous and a more
progressive nation on the earth. '

Tne HoNouraBLE Manaraia SHOSHI KANTA ACHARYYA CHAU-
DHURI (Bengal: Nominated Non-official): Sir, I too associate myself in
congratulating the Honourable the Finance Membér on his presenting to
us a'surplus Budget and assuring us that the era of unbalanced Budgets
has come to an end. But while congratulating him, I cannot but regret
to refer to his want of sympathy towards my province. Bengal has not
had fair play under the financial arrangements of the Reforms, and great
ivjustice was done to her by the Meston Committee, in that she got no
chare of the enormous amounts she paid by way of income-tax and cus-
toms. Moreover, the standard of expenditure that was accepted was a
fictitious one, being based on the figures of a year in which Bengal had
rigorously reduced her expenditure in the exigencies of the great War.
The Joint Parliamentary Committee was so convinced of Bengal’s just
elaims that they recommended her case for favourable consideration to
the Government of India. As a result of this, though the Government
of India were faced with & huge deficit, they remitted the contribution of
43 lakhs for threc years. Thankful as we are for this temporary small
mercy, we cannot but press our just claims. T for onc entertained the
sope that, as the finances of the Central Government improved Bengal
might get her legitimate dues by way of a greater relief in the shape of
4 share in her export duty on jute, and not merely by way of a remission
of the Provincial contribution. Whatever relief is given to Bengal, it
must be of a permanent nature. But the Honourable Finance Member
has been so unkind in his speech as to threaten us with the levying of
this contribution on Bengal from next vear without saying anything as
10 what we might expect in the way of rolief. Sir, I trust the Honourable
Sir Basil Blackett is aware that ever since the Reforms Scheme came int:
force, Bengal has been imposing fresh taxation mercly to meet the bare
necessities of her administration, although she had not to pay anything
by way of a contribution and had effected drastic economies. For the
Ingt three years Bengal has severely cut down all her departments of
1.ublic utility; a@nd unless the Government of India eome to her rescue
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ot this orisis, Jehave groat fear that the administration of Bengal will
completely break down. Finally, Sir, with regard to the salt tax, 1 do
rot like to say anything much except that we should all like it to be
reduced to Rs. 1-4 and not to Rs. 2. )

Tag HoyNourasLk Mr. (i, A. NATESAN (Madrus: Nominated Non-
Oftieial): Sir, if I rise to take part in this debate, I do so with the full
consciousness that we can only speak, we can only criticize. Previous
Finance Ministers in this country have been embarrussed by Budget defi-
cits, but the present Finance Minister seems to be embarrassed with the
surplus which he has because he does not know exactly how to distribute
the surplus of Rs. 3 crores and 86 lakhs. 1 fcar in this matter he is very
unwilling to take a responsibility which he ougnt to have taken upon him-
self, and he has transferred the emburrassment which he has felt himn-
self to the Legislature. (The Honourable Sir Basil Blackeii: ‘' 1 have
made a strong reeconuuendation.’’) Sir, we have a surplus of 3 crores und
36 lakhs. The proposal of the Honourable the Finance Member is to divide
it between two—to reduce the salt tax by 8 annas per maund and also to
give a reduction to the Provinces. 1 say, 8ir, let us have both, and I say
you cun do it if you huve u miud to do it. The salt tax ought to be re-
duced to Rs. 1-4-0 per maund. I very much regret that the FKinance
Minister still holds to the opinion, though he has-been more than one year
in the country, that the salt tax does not tell upon the poor, and he went
so far as to say that it was a luxury to keep it at Re. 1-4-0. The Honour-
able Finance Minister is of eourse embarrassed by a number of considera-
t'ons. But if he has seriously studied the past historv of the question, he-
will not say so: I will only tell him that, as earlv as 1888. the then Sec-
retary of State, Lord Cross, said:

* 1 am strongly of opinion that it should be looked upon as temporary, and that no-
efforts should be spared to reduce the general duty as speedily as possible to the former
rate.”

He went on to add—and it was an instruction to the Govermment of
India,—and I hope the Government of India at the present dayv will find
it convenient to remember instructions given to their predecessors:

* The policy enunciated by the Government of India in 1877 was to give to the
people throughout India the means of obtaining an unlimited supply of salt st a very
cheap rate; it being held that the interests of the people and of the public revense
were identical and that the proper ayxtem twas to levy a low duty on an unrestricted
consumption.”

And he went on to add:

** While the duty has been greatly reduced, the consumption through this and other
causes has largely increased.’ .

8ir, only last yesr in this Council our venerable friend Sir Dinshaw Wacha
wointed out how the salt tax tells upon the people and in how muny ways
it affects their interests. 1f the Honourable the Finance Minister is not
satisfied with the opinion of an cminent Indian, 1 would tell him that
only the other day, presiding at a meeting of the Society of Arts Sir
Richard Danc, who was formerly Inspector General of Excise and Salt
in this country, condemned very strongly the arrangements for the manu-
faeture of salt as a State monopoly, and will you be surprised to hcar tha4
Tord Meston, who precided at that meeting, openly declared:

‘*“ What was originally a fiseal rererve has now bacome a political rhserve.”
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1 will add to that opinion that of a former Member of the Viceroy's Exe-
cutive Council, who knew something about the industrial, economic and

agricultural condition of this country, Sir Thomas Holland, questioned the

wisdom of— , -

** the rigid restrictions ¢n the local manufacture of earth-salt, which pressed very hard

«on the poor, cost more than its worth in revenue and caused risks of agricultural
deterioration.’””

May I repest the words that the restrictions *‘eost more than its worth in
revenue und caused risks of agricultural deterioration.”” Will mny Hon:
ourable friend. Sir Basil Blackett brush aside this opinion also? 1If h:
does so, I will remind him of what Lord Olivier stated in the House of
Lords only the other day:

*1 think mest of ur have it ingrained in our hones to regard the salt tax as &
peculiarly miquitous aed horrible form of taxation.'

1 know it has been said that the Right Honourable the Secretary of State
has modified that opinion. May I observe that this is one more illustration
of the longstanding grievance of the people of this country that the
burcoucracy is so powerful, that even the Secretary of State for India
can be compelled not to speak the truth? (Laughter). Sir, I say that
the country has long made out a case against the salt taxs and I say it
emphatically that the time has come to reduce the salt tax to s, 1-4.0
per maund. ’

T come, Sir, from: the province of Madras, and naturally | am reminded
of the tale of woe which my province has had in regard to the hardship of
the Provineial contribution. ‘lhe Governor of my province, His Exeel-
lency Lord Willingdon only the other day told ug that it was the most
beautiful of all provinces, that it has a sea-bourd which other provinces do
not have, and yvet its condition is that of & neglected and ill-treated par
of the country. I read a telegraphic summary of the speech of the Fin-
arce Minister there. He says ‘‘with great difficulty I have been able to
1naks out a hand-to-mouth budget.”” The Honourable the Finance Mem-
Ler here has very rightly pointed out that it is his object to avoid inter-
provincial warfare. But what has happened? I find in another place
one official Meniber from Bombay and another non-official, pleading the
cause of Bombay. To-day here my Honourable friend the Maharaja of
Mymensingh from Bengal pleads for his province. But I want everyone
of these gentlemen to remember that the incidence of taxation per head
in Madras is 27, in Bombay 18 and in Bengal 16. Bombay is the province
through which a very great part of India’s exports and imports flow, and
it therefore derives many advantages. My province is far away from
Delhi. Is that the reason why you are treating it so badly, that vou ask
us to choose between the reduction of salt tax and reduction in Provincial
contributions? The Government of India have sunk a good deal of their
money in Delhi, and is it your object that Bombay should get the balance
go that it may gink it in its Back Bay? I take it, Sir, that that is not your
object. . In my province not only the transferred subjects but also the re-
served subjects suffer for want of monev. My Ministers have no money.
I belong to the University of Madras; I have the honour of serving on it
for over 15 years. The other day we had to pass a new University Act.
The cry there is, that we have no money. It is not education slone that
suffers. Sanitation, industry, agriculture, all alike suffer.. Are you going
to leave us in this wretched condition? No, you cannot, you ought not
0 do so. Yoy, should reduce the salt-tax to Rs. 1-4-0, but yeu should also

°
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provide ont of retrenchments whioh you can effect if you have the will
to do so. I will quote from a leading newspaper in my province which
has criticised the Budget. This is what it says:: °

. * Bir 'Basil Blackett describes, as ‘a running sore ', as embittering the relations.
between the Provincial Governments and the Government of India and between the
different Provincial Governments themselves. Yet his only contribution to the cure
of that sore and the removal of the cause of embitterment is a proposal which, es
he must have known, is foredoomed to failure. The salt tax increase will go, and, so-
far as can be seen, the onllj' hope of the Contribution burdenod Provinces is a redunction
in the disproportionate military expenditure. B8ir Basil, Blackett says that the Govern-
ment of India hope for a progressive reduction in their military expenditure, he speaks
of retrenchments already effectod, and seeks to convince the Assembly that substantial
further retrenchment is at present impossible. But is he certain that the Lahour
Government will agree with him should the Assembly, as we think it will, demand
further reductions 1n military expenditure, that it is impossible to reduce the military
expenditure of India below 54 per cent. of her total revenues?! This is the drag on:
progress in India the obstacle to the reduction of Provincial Contributions, and the-
real sourre of despair to those looking for the amelioration of conditions of life in this.
country.” ’

I may inform the Homourable the Finunce Member that this quotation is
not from an extremist newspaper or a Swarajist paper but it ig from the
Madras Mail, the leading Anglo-Indian daily of my Province.

TaE HON(.)URABLE Sir BASIL BLACKETT: I have read that article.

Tne HoxovraBLe Mg. G. A. NATEBSAN: I say you should retrench
your militarv expenditure. }rom my college dayvs I have been brought up
to regard the military expenditure in India as high. Most of us have n
ingrained in our bones that it is an excessive, a crushing and an unjus.
burden on the tax-paver. More than twentyv-five vears ago as a student
1 heard at one of the sessions of the Indian National Congress the vener-
able nld gentleman who is now here, I mean the Honourable Sir Dinshaw
Wacha, denouncing this heavy militarv expenditure. 1 have since read
the writings and have also heard the specches of eminent publicists..
Mr. Dadabhoy Naoroji, and Mr. Gokhale on this question. [ have also read
the minutes of Sir Willinin Wedderburn which are still to be found in the
report on the Welby Commission. 1 have never since geased to believe:
that the military expenditure ig high. T must point out that as early ax
1912 the late Mr. Gokhale warned vou that vou were increasing your ex-
penditure and vet vou pnid no heed. While reading the proceedings of
this Couneil for 1921, I noticed that an Honourable Member got up and
aaked for a Retrenchment Committee. The then Finance Minister said
that there was absolutely no scope for retrenchment. But onlv 12 months
after that, you had to eat vour own words and you appointed a Retrench-
ment Cominittee. With the limitations that were imposed upon them,
they have been able to point out a reduction of at least 194 crores. Can
you tell us seriouslv that some more retrenchment could not have been
effected if T.ord Inchcape had been brought here earlier and with perhaps
a better axe? B8ir, with regard to this militarv expenditure T want to
point out that Lord Meston, who knew the special financial condition of
this country, said that it should normally be 45 crores. Fven the Re-
trenchment Committee said that ‘‘it might be possible after a few years
to reduce the military expenditure to a sum not exceeding 50 crores.”” 1T
maintain and say it deliberatelv that the Army in India has always been
kept in excess of her real needs. You are keeping it also in the interests
of the Empire and Tord Roberts acknowledged this fact publicly many
years ago. If you refer to the report of the Simla Army Commission you

L]
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will find the same thing stated. On seversl oceasions you huve used our
Army outside India. During the great War a large proportion of our troops
were engaged elsewhere. They fought in Flanders. They fought here,
there and everywhere. They fought in Mesopotamia. Even when the
bulk of our troops were engaged outside India, there were six or seven
eruptions on the Frontier und you sent our troops there also. These are
not reckless statements. I am taking these facts from the speech deliver-
ed bv Mr. Chamberlain, who was then Secretary of State for India. 1
am not quoting his words on account of the limitation of time. My appeal
therefore is, reduce your military expenditure. You have peace in the
country. You have no bogey of Russian invasion. 1f vou are anxioug tor
reduce vour military expenditure, Indianise the army. Reduce the num-
ber of British troops. Fverv British soldier eosts five times more than

the Indian sepoy. Reduce the number of British officers and train Indians
tc take their places.

I want His Excellency the Commander-in-Chief, the Honourable the
Finance Member and every member of the Government of India who
teels himself responsible to the Indian people to approach the War Office

and get us a fair, n just and an equitable apportionment of charges between
Tngiand and India.

This has been an old cry and yet it has not been satisfactorily solved.
1 pxe Sir, when I ask for the Indianisation of the Army, let me tetl
"' you most sincerely and honestly I ask it for not only on finan-
cial grounds, but on moral grounds. 1t is not with a view to power and
pelf, not with a view of getting a job mysclf or for my ehildren or mv
countrymen. It is a question which affects opr self-respect; it is & question
which goes to the very root of our national existence. The way in which
vour military policy is being pursued is, let me tell you, a cruel wrong. It is
& greav wrong to the people of this country that you should pursue a policy
by which over three hundred millions of people are disarined and cannot
have the power of defending their hearths and homes; it is a cruel wrong
that, when you have as many as 7,850 officers, only 72 are Indians. I heard
the Commander-in-Chief sav vesterday that he is Indianising -the Army
and he spoke of 25,000, most of whom were Indians. and hc referred .to
coolies, motor drivers and othars. Is this the way to treat a rising nation,
a great people who have honourable traditions behind them and great as-
pirations to fulfil in the future? I ask the Commander-in-Chief if he was
«n Indisn, if he would for a moment tolerate this state of affairs? I hope
he does not feel offended at my suggestion because this is a sacred land,
the land of Bhisma and of Arjuna, and once a land of great military
prowess. I am sure the Honourable the Finance Minister would like to
be reminded of the great Indian Financier Todar Mal, whose reputation
has spread even to European countries.

Sir, if you reduce the military expenditure, there are certain other
things which are bound to follow. You will find you have to pay less for
the short service system; you will find you have to pay less for our capi-
tation charges; you will find you have to spend less for transport charges;
vou will have to spend less than Rs. 400 & month for petrol which I un-
derstand® users of Ford ears in the Army Department are consuming. "This
demand for Indianising the services is not confined to the Military De-
partment; it affects us in every other Department. I do not wish to sug-
gest in the least that the Commander-in-Chief is against our aims and as-
pirations.. I recognise that, and I am sure he recognises that he bas in-
herited a vicigus legacy . .'. . .. ‘
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His Excerrenoy ThE COMMANDER-IN-CHIEF: May I sugg:st to the
Honourable Member that we recognise that he is making the most of his
time. and that some of the statements he is making are, 1 am sure, ver¥
interesting but if he will go a little slower. we should be better able to
follow and understand them. '

Tae HoNouraBLE Mr. G. A. NATESAN: Thanks, Sir, I will say it very
slowly and very deliberately that it is high time the Indianisation of the
Army was taken up seriously. It is high time the Indianisatim cf the
Railway administration, which consume several crores of rupees, should
alsa. go on on a more rapid scale. I say, there is room for furth-r reduc-
tion in civil administration. I think that if you have the will, /cu wiil
find the way, and can transfer to capital account several items of civil and
military expenditure which you now debit to revenue account. I find that
on Delhi you have already sunk a lot of money, and it looks as if you will
sink some more. 1 was amused when a gentleman in the other Asgembly
referred to the extravagance on the Delhi Works. One Membar f the
Government was looking at another; one friend suggested so and so is
responsible, the other shook his head and said, ‘‘ No, so and so is re -
gible *'*. Is this child so ugly, is it almost an illegitimate child that
every Member of the Government of India should disclaim its parenthood?
1s it not a very strong proof that there is something wrong witk the
smount that you have spent on new Delhi? I would ask for retreachment,
becsuse I would remind our present Finance Minister, who has come with
the best traditions of Finance Ministers in Fngland, of what Gladstone
said years ago in the House of Commons:

** Beonomy is itself a great source of revenue.”

T have talked in this strain and I have talked loudly, perhaps rapidly.
{Laughter), because I belong to a school of politice which believes *hat in
the future of this country, our peaceful evolution and the obtainiag f self-
government is under the aegis of British rule.

I regret that the past warnings of all those who are -well wisheis of the
British Empire in India have been neglected and even now th:re ig a
tendency not to listen to those who have a right to be heard.

I have quoted, Sir, the voice of the living. Will you permit me to
make a quotation from the voice of the dead? The present sitnativn in
India is of an acute character. You are now face to face with a problem
which you must successfully solve, and I think every one who niglects
it and hands it over to his successor is doing a wrong to himse'f, to his
ruccessor and also to the Empire whose welfare I and all here lirve at
heart. Years ago Mr. Gokhale said:

“ The whole East is to-day throbbing with a new impulse, vibrating with a new
passion—and it is not to be expected that India alone should continue unaffected by
changes that are in the very air around us. We could not remain outside th's influence
even if we would. We would not so remain if we could. I trust that the Government
will read aright the signifiance of the profound and far-reaching change which is
taking place in the public opinion of the country. A volume of new feeling is gathering,
which requires to be trested with care. New generations are rising up whose notions
of the character and ideals of the British rule are derived only from their experience
of the last fcw years and whose minds are not restrained by the thought of the great
work which England has on the whole accomplished in the past in this laffd. I full
believe that it is in the power of the Government to give a turn to this feeling whicz
will make it a source of strength and not of weakness to the Empire.”

- L] L] L ] . L ] L 4

e The Government will no doubt put down, indeed it must put down, all disorder
with a firm hand. But what the sitnation really requires is not the policeman’s baten
or the soldier’s bayonet, but the statesman’s insight, wisdom smd coupage.”’ .

: [ ]
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This is what he said in 1909. Since then the. situation has grown worse,
ap we have seemn. I will close with one observation, and that is. this.
There has been no instance in the history of the world of one countrv having
wrested self-government from another without bloodshed. It will Le the
glory of British statesmanship if it helps India to obtain self-government
under the aegis of British rule without allowing us to pass through all the
horrible pracesses through which Ireland had to pass, and through which
Egypt had to pess. I beg this House—and particularly gentlemen oppo-
fite on whom lies a very great responsibility—to remember that, and I hope
they will be good enough to transmit this appeal to the right quarter in
London. In this matter I hope their opinion, our opinion and the opinion
of all saneminded men will prevail.

Tur. HoNouraBLE SIR MANECKJI DADABHOY (Central Provinces:
General) : Sir, it is the good fortune of Sir Basil Blackett to be able at last
tc present s Budget—a Budget that gives this country some little hope for
the future of her finances. 8ir, we started this year with a terrible and
distressing deficit of 173 crores. The state of the country’s finances has been
most embarrassing to all during the last five years. I am glad to say that
through the skilful manipulation of the finances of this country, Sir Basil
Rlackett has been able at last to make both ¢nds meet and to hold out
Fopes of a brighter future. Sir Buasil assures us that we have at last come
to the end of the era of unbalanced Budgets. Perhaps his prognostication
is correct—specially in view of the fact that the Provinces have presented
Budgets with more or less surplus all over the country. But
I want to sound a note of warning at the very commencement.

«and 1 would ask my Honourable friend not to be too sanguine
about the future results. Indian finances, as I know, are very unstcady.
The finances of India depend partly on the fortunes of the monsoon and
partly on circumstances over which neither the Council of State nor the
Assembly nor even the Finance Member, howsoever, great, howsoever cap-
able and howsoever intimately he may be acquainted with the financial de-
tails and history of the country has much control. I would therefore request
him that , in considering his policy, he will bear in mind the great difficul-
ties which his illustrious predecessors had to surmount in this conunection
and not to be too optimistic or hopeful of the results. Sir, in the discus-
sion of the Budget here to-day, as elsewhere, I have noticed that in the
exgitement, in the enthusiasm over the appropriations of the surplus, the
important features of this year’s Budget have been completely lost sight
of. T have becn accustomed to deal with the Budgets of this country for
several years, and I am paying a just tribute of eulogy to Sir Basil Blackett
when 1 say that this year’s Budeet is a document of exceptional import-
ance,. is o document which shows deep and profound financial knowledge
and ability to deal with the difficult problems of the country in a most
statesmanlike manner. Unfortunately, the special features of this Budget
kave been overlooked and I shall only therefore draw the attention of the
Council to some of these imnortant features before I express my views
as to the disposal of the surplus.

8ir, the finances of the country during the past few years have been
subjected to a great strain, owing to the floating debt of the country. The
floating debt of a country has its good as well as its evils. The floating
cebt during the last few years had risen in the shape of outstandin-
Treqsury Bills to such a fabulous extent that it made constant and repeate
calls on Government at short' notice to pay up the call money. The resuit
v a8 that our finances lost their equilibriugp and suffered from the immediat.

o
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demands of the money market. Last year, Sir, when this floating debt
was brought down to Rs. 22 crores, I had no such hope that it would be:
urought down this year to only Bs. 2 crores. This is an exceptional achieve-
ment and an important feature of this Budget; and' the Finance Minister
justly deserves the praise and commendation of this Council for having
tackled this difficult question within the short space of the 14 or 15 months.
that he has been with us. I do not overlook the difficultieg, on the other
side, of the commeroial public in this connection. But the country cannot
have it both ways. These Treasury Bills have been of great value to the
commercial people as supplying money for short periods; but at the same
time they have often caused more embarrassment to Government thanr
people are in a position to realise.

Then, Sir, there is one other important matter regarding our national
debt which requires profound consideration and fresh examination. That
question too has been dealt with by the Honourable Sir Basil Blackett with
_the instincts of & born financier. There has been in the past no system,
no policy, and no recognised method adopted by successive Finance
Ministers for the purpose of liquidation of our national debt. This year
in the Budget the case has been presented from a singularly novel aspect.
In the first place, the country’s national debt has been presented in a
form which explains easily and with clarity both the productive and un-
productive character of the debt, the money which the Provinces owe to
the Central Government; and a clear examination of these accounts will
show that from the aggregate unproductive debt, if the money which is
rdvanced to provinces is deducted, there is hardly more than £102 millions R
ot unproductive debt which really represents the item of our war gift. His
remarks in connection with thc payment of our national debt are very
significant and needs our serious consideration. The matter has been in-
troduced in the Budget, and a system has been worked out by the Finance
Minister showing that in the case of productive debt, the period of repay-
ment ought to be spread over perhaps to eight years, and in the case of the
unproductive debt, to a shorter perind, and a system may be devised thus
t. rapidly liquidate the national debt. 1 will not refer to his statement
about the misnomer of the term sinking fund, and his lucid explanation
that the sinking fund ought preferably to be described as a contribution
out of revenue for the avoidance or reduction of the national debt. T only
Fope that, as the subject is of very great importance and cannot be fully
discussed during the time allotted for a budeet debate, the Financa.Minister
will give an early opportunity to this Council to discuss this question by a
scparate motion or Resolution to ascertain the views and wishes of the
Members of this Council.

Then, 8Sir, the separation of the Railway finance from the General finance
i= an important and significant feature of this year’s Budget. Sir, I am
glad that the recommendation of the Inchcape Committee in this direction
15 to be put into execution at an early date. I am clad that , in anticipa-
tion of the sanction of the Assembly, the Finance Minister has endeavoured
to introduce the system into the current year’s Budeet. Sir, there is no
doubt that the present system of manazement of railway finance is ques-
tionable, and is one which is neither fair to the taxnaver nor to the railway
companies. The Railways must be rim ar commercial concerns, and it is
not richt that the revenunes of the Railwavs should be ruthlesaly appro-
rriated towards the relief of the general finances in times of surplus and,
When there are no surpluses and no money available, the rajlway programme



DISCUSBION ON BUDGET. 48

both ordinary and extraordinary should be mercilessly starved. 'This is
a move in the right direction, and I hope this Council will give its unquali-
fied support to this just and businesslike suggestion.

Sir, there are various other matters in connection with this Bndget to
which I should like 4o refer, but I am afraid the time at my disposal wil!
not permit me to deal with them. I propose, therefore, immed.tely w
concern myself now with the discussion of the question relating to the
appropriation of the surplus balance. The Government of Tndia hav.:
distinctly stated that they have left the choice in the hands of the Assembly.
1 am glad they have adopted this wise ccurse. That is the body Jirect'y
concerned with the congideration of this Budget and the disposal of the
surplus. Various views have been urged in connection with this, in the
other House as well as in this House. - My friend, Mr. Lalubhai Saroaldas.
with his usual vigour, has fought to-day to bring down the sait tax to its
former level. Perhaps he is not wrong. Government have mad:z s. suc-
gestion that of the windfall, after reserving 2 crores of rupees towar’: th:
litigation which is now pending in the Privy Council, the balancz, taken
with the other balances, be appropriated in the proportion of 1-82 crores
towards the salt tax, thus reducing the salt tax from 2-8 to Rs. 2, and thc
balance Rs. 150 crores be devoted for the relief of some of the Provinces by
reduction of their contributions. Sir, I approve of neither of these pre-
posals. Both these proposals, I respectfully submit to the Finance Minister,
are unsound. If the country cxercises its choice through its accredited
representatives, if the Assembly exercises its rights, and votes in favour
of reducing the salt tax from Rs. 2/8 to Rs. 1/4, I assure this Council that
I shall not come in its way. I assure the Assembly that this Council, on
this occasion particularly, will not veto their decision. But at thc same
time, I feel myself bound to urge some very important objections that
could be validly raised against the distribution in the manner suggested
by the Finance Minister and by some of the Members of this Council anl
the Assembly. B8ir, let me remind this Council that monetary windfalls
are as a rule very few and far between. These windfalls do not ¢ome very
often in the way of the Finance Minister. If you examine the financial
history of the last thirty years, you will see that we did oceasion:'ly get
these windfalls when we had our opium revenue. On two or three fortu-
nate occasions, on account of the exceptional nature of the opium yield, ca
account of the heavy exports that had taken place, we did secure Lefore
lurge and enticing surpluses, and therefore, when we have the good
fcrtune of obtaining & surplus again, it is the bounden duty of the Finance
Minister, as representing the Government, it is the bounden dutv -f this’
Council, it is the bounden duty of the Assembly, to exercise the utmost
caution and a well balanced judgment in its distribution. Sir, we have
no right, I say the Government have no right ordinarily to fritter away their
surpluses by a reduction in the tariff or standard of taxation. It . tax is

.abnormally heavy or oppresive reHef must be given. It is opposed to all
the canons of taxation, it is opposed, as I understand it, to all ths rules
of good finance to dispose of a surplus on the basis of sentiment. Tt
is also an unsound thing, on the other hand, for the Assemb'v or this
Council to ask that these surpluses, when thev come, should be appropriated
towards the relief of an imaginary trouble or an inoppressive tax or griev-
once. I am mnot, B8ir, speaking without my book. I have got the
authority of one of the greatest statesmen who lived in this countrv, whose
name is resnected throughout the world. Tt was the late Mr. Gokhale.
He urged times out of number in the old Imperial Lecislative C:uncil
that the surpluset which accrue to Government should not be appropriated

c2
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towards the reduction of ordinary taxes, but. should be appropriated for the
purpose of nation-building schemes, for edwcation, for sanitation and
for such other ideal schemes by which the country will benefit. Sir,
that was the opinion of that great Indian statesman whose
knowledge of finance was unrivalled. I ask my friends here to open
the pages of the reports of the debates that took place in the old Tmperinl
Legisiative Council after the Minto-Morley scheme came into existence,
and they will find that thet was the considered opinion of the late Mr.
Gokhale. This is my suggestion also,—I am afraid the country, is not in
a temper or mood to accept it, but my suggestion is—that this money should
be earmarked for one great purpose, and that is towards a Famine
Insurance fund. This money ought_to be utilised as an insuranc: againgt
future famines, because we do not know when a terrible ravage or a great
famine may again visit this country and put our finances in a hop=ivss and
embarrassed condition. It would be a statesmanlike action, it wculd be
a wise policy on the part both of Government and the represeni~tives of
the people here, to earmark this amount for a contingency like that. Sir,
what is the actual result? The result in practice, a little reflection w:l* vhow,
will be the same. You reduce the taxes. 1 will not refer to the “} crores
that we shall lose in 1924-25 and 1925-26. I will not dilate on thai matter.
1 know that the conditions of things have altered in this country. DPolitics
have changed the character of Indian finances. 'ﬁl';g have com: nfor
tunately under the influence of political sentiments. e altered ccndition:
that have arisen of late, owing to the introduction of reforms, hav: unfor-
tunately brought our national finances under the baneful influence of poli-
tical and other extraneous sentiments. I find that we cannot now-a-days
divorce finances altogether from political sentiment. It is the political sen
timent of the people that weighs with, that guides, that affects and influ-
ences our financial policy and the distribution of our surpluses. T Lelieve
that this ought not to be the case. Finances ought to be approach.-1 purely
from the financial point of view. Politics should not be allowed to deflect
and influence the national finances. I say it would be a wise action if this
Council will set an example to the whole country by declaring its pcliev
that this balance should be appropriated for a real public cause or ser-
vice, namely, for meeting a real deficiency that may perhaps aries some
day. As regards the Provincial contributions, I quite understand tkat, if
relief is given, they would be appropriated by the provinces for th: purpose
of education and sanitation. But you know the past historv of famines and
the past history of the difficulties of the provinces. I thercfore suggest to
Government that this money should if the Asscmbly agrees be earmarked
towards the Famine Insurance Fund and that the money should be appor-
tioned and appropriated when a serious calamity arises.

I am afraid I have no further time at my disposal to speak on the ~ther
questions discussed in the Budget. There are so many important matters .
<n which I ghould like to express my views.

There is one matter to which my friend Mr. Sethna was goinyg to refer,
and that is the revival of the opium income in the couptrv. 8ir, to please
a few people in England, to satisfy a baseless sentiment, we absolutely
sacrificed a splendid income some years ago from the srm toti.i of our
revenues. Sir, I am prepared to sacrifice any amount of revenus for thr
uplifting of a nation. I for one am always ready and willing to help on
the smelioration of the people and adopt measures for their social advance-
ment. If I was satisfied that China has got rid of the habit of utilising
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cpium to a large extent I should not have said a word on the suvj~et. If
1 were convinced that China to-asy has profited and benefited by the
sacrifice which India has made I would not say a word. China to mv
knowledge and from my information to-day smokes and uses  pium in
larger quantities tharr it ever did before and since the period that we have
s«arificed our revenues, and 1 would ask the Finance Minister to refleci
on this matter and say whether one of the most important sources of
revenue cannot be now revived in the present embarrassed eondition of our
finances and on acccunt of the breach of contractual ohjjgations on the part

of China.
T'he Council then adjourned for Lunch till Half Past Two of the Clock

The Council then re-assembled after Lunch, the Honourable the Pre-
sident in the Chair.

Tue HonouraBLe Dr. Sk DEVA PRASAD SARVADHIKARY (West
Bengal : Non-Muhammadan): Sir, T do not propose on an occasion like this
10 undertake an Abyssinia to Angora survey, or to race against time. But
there are certain fundamental matters to which one must refer. Fully
realizing that peacc and tranquillity, as has been claimed by the Honour
able Colonel Nawab Sir Umar Havat Khan, is one of these fundamental
matters upon which advance and prosperity would depend, we might make
our position quite clear with regard tp it. No one in his senscs ill be a
party to anything that will weaken the defences of the Empire or will
make internal tranquillity impossible. Taking it at that, and takins what
our trusted, responsible, more than military adviser advises us, an:J sub-
geribing to what he lays down as the minimum in number of the fighting
strength of the troops in the present circumstances, it is presumable to sug-
gest, and to claim, that more and much more should be done in the way of
reduction in regard at least to the ancillary and administrative branches of
ihe Army, and also by suitable and timely Indianisation. General propo-
gitions like these have been urged elsewhere, have been made all ~v-r the
country and have not been unfavourably received. The complain: ¢n His
Excellency’s part. however, is that concrete propositions have not beea
brought forward with which the authorities can deal. I recogniz> the jus-
tice of that complaint; at the same time it must be recognized that it is
difficult for outsiders, much more difficult for lay outsiders, to ‘uake an
proposals that, without erring, will be acceptable to the authorit?es. Suc
gropositions, however. as have come home to us—and must have come home
tc His Excellencv the Commander-in-Chief also—may, in so far as they
have not been referred to, be briefly recapitulated. We have heard this
morning, Sir, that the bureaucracy here is so powerful that it can r.nke a
Secretary of State unsay his savings, or at all events add a gloss, a com-
mentarv, an emendation and thines of that deseription with which we are
po familiar in law(literature. But mv friend who suggested this for- A%
got—and we should 'not forget—that the powers over there in their turn
are so powerful that thev can mske our Commander-in-Chief take back
what he himself had agreed to. When His Excellencv spoké in ancther
Place the dav before vesterdav, T did not hear any reference to a reduction
that the Inchcape Committes had recommended and which, as w« under-
stord, s Exceltency had agreed to. And that is a further reduction of
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a cavalry regiment. The Council will remember that two out of three
cavalry regiments only had been reduced and one of the reducible regiments
was retained in spite of the Commander-in-Chief’s agreement that it might
be reduced. Well that is a fact. What the explanation of that
fact is would, I think, be of interest to us who are insisting, w.'i: expert
advice on our own part, upon such reductions for it would be possible with-
cut reducing effciency. Then, Sir, we have not heard why even «.uceding
a; the minimum ti® necessity of maintenance of 200,000 fighting men for
defence und tranquillity purposes, it would not be possible further to increase
the ratio of Indians and Europeans, so that net gains in pay, pensions and
capitation grants and other charges may be possible. A good deal of time
has elapsed between the recommtendations of the Welby Commission and
of the Inchcape Committee which considered the matter. The capitation
grant which stood at £27 in earlier days was possible to be reduced to £18.
It is believed that it can be further reduced even if there was to be no reduc-
tion in the number or units. That is a proposition that no doubt wiil icceive
the attention of His Excellency the Commander-in-Chief.

His ExorrLency THE COMMANDER-IN-CHIEF: It already has.

“T'ue HonourasLe Dr. Siz DEVA PRASAD SARVADHIKARY: I am
glad to hear that it has, but the results have not been made known. We
request His Excellency to consider whether further retrenchment in that
direction is not possible. Then, Sir, we have not heard with regard to
the staff and headquarters ostablishment whether all the reduction that
has been recommended not only by the Inchcape Committee but also by
the other Committees, the Innes Committee, for example, has been com-
plied with or not.

His ExceLLENcY THE COMMANDER-IN-CHIEF: 1t has been.

Tae HoNouraBLE Dr. SirR DEVA PRASAD SARVADHIKARY:
Entirely? If so, I am glad to have brought it out. That is a matter
that has been troubling some of us. Then, again, on the question of
transport a great deal more of reduction is supposed to be possible. As
we have to be content with what Mr. Burdon called ‘* one fish at a time *’
elsewhere, 1 think we require to count and keep tally of our fish vecy

“carefully. Take, again, Sir, the question of employment of more civilians
in purely clerical, scientific and administrative work, work which need
not be done by highly trained and highly paid military men, work whica
someone called mere signing of letters, which I know it is a great deal
more than signing of letters. Work of that kind can be well relegated to
the civilian part of the establishment. It will thus be less expensive and
probably easily capable of being done by Indians. That is an important
branch of military expenditure that can be well taken into consideration.
Sir, what Indianised military finance can achieve has been shown by Sir
Bhupendranath Mittra. His Excellency the Commander-in-Chief told ur
elsewhere that, given a war, he would undertake to train officers quicker.
1f you create an atmosphere, you can do it even without a war. - We have
been more or less '* contemptibles '’ in this country, especially in B
about whom my- gallant friend -Nawab 8ir Umar Hayat Khan has absolutely -
no opinion as the lower country. But, looking back upon- what has been

s
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:achieved in Bengal in the way of attempting to revive a martial spirit in
the country, 1 may refer to the movement that came to the aid of His
Excellency’s predecessor with regard to medical and ambulance facilities
in Mesopotamia when his own arrangements there had utterly broken down.
Remembering how the Ambulance Corps furnished by Bengal was follow »d
ap by the double company movement there, which again was followed up
by the DBengal regiment and university corps movements under severe
handicaps, one cannot help deploring that the atmosphere for military
life in Bengal did not come into existence earlier. The atmosphere is now
worse. One cannot but regret that the cry now raised by His Excellency
that instead of ‘‘ agitate, agitate, agitate '’ the cry ought to be ‘‘ educate,
cducate, educate '’ did not come much sooner. Who was responsible if
-education of that kind did not come carlier? Certainly not we who did
the best we could. against tremendous odds. If I had my way, Sir, and
there was a time when I might have to some extent, if helped, I should
close down if need be all our Arts schools and colleges and invite His
Excellency to see sprung up in their place at least preparatory schoois
and checaper colleges than the one at Dehra Dun, where all who wanted
and cared for military training would be trained. If the facilities came
earlier it would not be possible to say that their entry to the commis-
sioned ranks could not be quickened. The result would have been no
less noticeable than has happened in law, medicines, ¥R engineering, .
What has happened to those who held the Viceroy’s commission. Fine
brave dependable meny but not entirely suitable. It has been frankl;
stated and frankly accepted that it is not possible to any large extent
to recruit from that field for the commissioned ranks. And why is it so?
Because they have not had enough cducation. Sometimes they have not
had enough status. That brings me to a question which I think His
Excclleney raised last yvear and which ought to have been followed up.
It was proposed that a central or a decentralised advisory educational
Board should go into the requirements of every province and provide
facilitics for the education of the children of those who wanted to send
them to the Army. I have been with the now defunct advisory education
board ull over the country, and wherever recruitment is going on or possible
we were told, and incessantly told, that the education provided for children
in those parts deliberately or otherwisc was such as did not fit them to be
ready for entry into the commissioned ranks. That is a part of the pro-
position that we cannot overlook if we really are to believe in the cult of
education as a part of military training. I hope between His Excellency’s
initiative and the cfforts of the Education Department it will be possible
to bring back that educational board or some other body more fitted to
toke up this work, whose duty it would be to take up propaganda work
and to see that in the different provinces education of a suitable kind
was provided either in special classes in the schools or in special schools
and ecolleges that would educationally fit the people concerned to take up
military training. It need not necessarily be in the expensive college at
Dehra Dun but in some other less costly and more accessible centres that
should immediately spring up. 8ir, I remember His Excellency's
impeachment last year, and it has been repeated this year, that those of
us who take interest in military training for our youth have not even
condescended to go and visit the Dehra Dun College. Well, 1 amn one of
those who must plead guilty to that charge. I have had ‘every facility
but could not avail myself of it. Even if we are not there physically, we
are always there in spirit as His Excellency’s well-wishers.  We wish the
Delira Dun Colldge and all other schools and colleges that may follow 1t,

{
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all suocess. We thank His Excellency for propoesing to extend its resources.
and its possibilities. But a great many more schools and colleges will he
needed before we can have education of the kind he suggests. There is
another field from which recruitment would be possible if it was well
handled—I refer to our Territorial Force and the University Corps. What
is wanted thcre is intensive training. It is not the 80 ddys’ training of
an amateur sort that will answer. We want one month’s training in the
first year, two months’ training in the second year, three months’ training
in the third year or mn the reverse order, in order to make our people believe
in the reality of the thing und to make them ready for contingencies. Sir,
we are not going to have a war every day. We do not want war cvery
day. But we ought to have the makings of good officers and the founda-
tions of good soldiers, well laid in advance, which ean be done without
an actual war. With that end in view let the authorities do all that is neces
sary and possible instead of merely laying down an indefinite time-limit that
will be necessary to Indianise the Army. In the meantime they are not
doing what can be easily done and should be done. What for example is
bappening in the Indian Medical Service? In that service Indianising
had been guing ‘on slowly for some time. Many temporary commissions
were given but those men are now either idle or still temporary. Indiams-
ation in that service has mow been held up. Indianisation in the scientific
and incchanical corps also is not prooeeding apace. The Air Force could
easily experiment in this direction, and so could the Artillery and the

ineers, But nothing is being done. Indianisation and retrenchment
should go hand in hand and ean do so without in the slightest degree
impairing the efficiency of the Army, and we should appeal to His Excel-
leney to take up this matter with vigour and continuity.

Sir, the Finance Minister last year did me the honour of quoting m:
at the end of his speech,—a sort of a mascot about my previous reference
to a-red-letter day. Unfortunately it turned out in the end in his case ‘o
be a red flag and it did a great deal of mischief. This year the honour
has been bestowed on Pandit Madan Mohan Malaviya, whose cry of
*‘national basis’’ is the Finance Member’s mascot this year. S8ir, I have
been looking earefully into the Budget, and it would require, I am afraid,
S8am Weller's extra million horse power microscope to see anything in the
way of nation-building facilities. Sir Basil Blackett does not like that
phrase nation-building nor do I. It is not really a case of nation-build-
Ing; it ix & case of nation re-building, or nation re-assembling. But what
facilities have been provided for it in the Budget?

Tre HoNourasrE Sk BASIL BLACKETT: One and a half crores for
the Provinces.

Tue HonouvraBLE Dr. Sig DEVA PRASAD SARVADHIKARY:
One and a half crores for the Provinces. But what about the Central
Government ? With regard to the Provinces I am afraid disillusionment wall
come to Sir Basil there. He is not going to have a surplus to distribute
i he relies on continuanee of the enhanced salt duty. I will not labour
the salt tax question because I think enhanced duty is doomed, and the
representatives even of the favoured Provinces in 'the Assembly will not
lopk at these few lakhs of rupees apiece at such a price. I shall not pro-
need on the basis of his getting a two-rupee salt tax and danpling that
before the Provinces, not by way of appesling to:their Provincial parti-
cularism, as he calls it. Budget time coinimg of phrascr like war slangs
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is coming upon us thick. He has beeu careful to say that he is not appeal-
ing to Provinecial jealousies nor to Provincial particularism. I will take 1t at
that and shall assume that the presentation of Sir Basu's cleft stick is in
the interest of the Provinces. The Provinces understand however their
real interests better; they look at it from the ‘‘national point of view’’ in his
borrowed phrase, the lustre of which has not lasted long. Without reduc-
tion of the salt duty to its former level doles to the Provinces would be
indefensible. We hear it said that Bengal, and possibly Bombay, will
oppose the Provinces’ claim to wipe out all the Provincial eontributions.
No such thing. Bombay and Bengal have no grudge against fortunate Pro-
vinces. They only require a readjustment and revision of the whole scheme,
by an impartial Tribunal and not mere doles, so that the Provinces with
their own resources and in their own light may take up nation-building
or re-building activities. My Honourable friend Sir Narasimha Sarma.
represents Education and Sanitation and other subjects and is charged with
the residuum at all events of what has not been handed over to the Pro-
vinces. What has been done to permit his Department being made more
popular and more effective? We look in vain for anything of that kind,—
or for broadening the basis of the constitution for which there has beea
such a demand throughout the country and in all our Councils? Let Govern-
ment take note of all this and act. Our complaint and grievance is that
although the ery of work on a ‘‘ national basis *’ has been raised, not a
vestige of assistance towards that basis has been furnished in the Budget.

Sir, there are one or two mutters of detail to which I think I might
draw the attention of the Council. On page 277 of Demand No. 88, under
the heading Miscellaneous, we find 5 lakhs and a few thousand odd of
expenditure in 1922. Rs. 5,08,000 was the budget estimate in 1923, and
by & sudden jump this year it has been put down at Rs. 18,85,000.

1 think some information is necessary with regard to it. because the
expenditure in England is not the least of our burdens. And before”I get
away from that page, Sir, I should like to call attention to a provision for
the League of Nations of 7 lakhs of rupeces with regard to which I should
like to call the attention of the authorities concerned to a statement by
His® Highness the Jam Saheb of Navanagar in the League of Nations
Assembly on the 28th September on the allocation of expenditure on the-
League. The‘House will remember that the Jam Saheb put forth a strong
plea for the reconsideration and revision of the scale of expenditure, which
I think should be duly taken into account. Time will not permit my going
into many other details that I should have liked to discuss. '

Sir, I shall not stay to conmsider some of the extraneous points which
have been treated by the Honourable Sir Maneckji Dadabhoy. I join with
him in conceding to Sir Basil Blackett his due meed of praise for the way in
which he has dealt with the question of dcbts and other purely financial
matters which certainly have strengthened the Budget aspect of the
presentation that he has made. But, after having heard what my
Honourable friend has chosen to say, I cannot possibly subscribe in
the remotest degree to the idea that those who made themselves answer-
able for the reduction, with a view to ultimate abolition, of the opium
vevenue were faddists who should go by the board now, and that the
chapter of shame should be re-opened to the eternal discredit of Great
Britain. Sir, it is bad enough in the Provinces. We, at all events in
Bengal, have to thrive on the promotion of drink .and litigation. The more-
we drink and #he more we litigate thc‘nmrc we arc likelv to flourish. We-
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-do not propose to do that if we ean help it. For the time being, however,
we are helpless. The Honourable Member in charge of Excise in Bengal
the other day said in the Bengal Council that one-fifth of the revenue of
Bengal comes frqm Excise, and we do not propose that' more, even if it was
to relieve us in an appreciable degree, should ocome from that source.
My Honourable friend forgets that those who can have their own way like
they have in America can make treaties and make Britishers give up their
-drink not within the three miles limit only but much more than that.
We cannot have our own way and have to thrive on drink. But because
the Chinese will not give up opium is little reason why we shéuld begin to
pander to them again, so that we might have a little more revenue. Why
then we might have a further go at it when we are about it! Would
it be suggested that we might open gambling dens

Tar HoNouraBLe SBiR MANECKJI DADABHOY: May I rise, Sir, to
make an explanation? My Honourable friend is apparently under some
misapprehension. It is not an excise for internal purposes—it is an cxport
duty which China pays.

Tue HoNovraBLE Dr. Sik DEVA PRASAD SARVADHIKARY:
<Quite so. And if China will not take our opium? In the train of that we
will have an opium war as we had before. I do not know whether His
Exocellency the Commander-in-Chief would like that by way of training
up our officers; such a little distraction would be useful, but that is what
it would come to if we restarted our opium revenue campaign again.

I see you, Sir, beckoning and pointing to the clock. I shall not, there-
fore, trespass further on the House, but one word I should like to say, with
regard to the separation of Railway from General finance. There is no
authorjty yet upon which the Honourable the Finance Member could have
procged to base his Budget on the basis of separation. He has there-
fore wisely framed his Budget in the alternative and, till the Assembly
pronounces an opinion, and till this House has had an opportunity of zoing
into the matter, the separation cannot and should not take place. There
is no convention or rule that forbids our going into it as it is a large
question of policy not of mere budget demand. I hope we shall have due
opportunity of discussing this important matter as it requires: careful consi-
-deration. 1 do not think that such separation ought yet to be the basis of
-our finances.

Tae HovourasLe Sk DINSHAW WACHA (Bombay: Non-Muham-
madan): 8ir, I will make one or two preliminary observations
jusi to clear the ground. In the first place, 1 am sorry to see
that in a question of pure finance politics have been mixed up very lareelv
Palitics have been mixed up so much that I fear very little of an enlighten-
ing character is said on the Budget proper, and vet we are always cryine
out that there are no ‘‘ nation-building,’’ proposals and that no money ix
set apart for them and so on. But how can you have money when you do
not pay that careful attention to finances which is required for
the consideration of that large subject? 8ir, my other point
is this. Many of my Honourable friends have desultorily talked
about increased cxpenditure, specially military expenditure. I do
admit that there is  considerable room for reduction. Tt I may
indulge in a little egoism, T would say that I was the first person
in the vear 1885, when the first Indian National Congresd was held, to

38 r.M,
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draw public attention in un exhaustive speech to the gruesome military ex-
penditure. From that day forward to this I have always, whenever occasion
ocourred, expatiated on this ever increasing growth of that expenditure
Last year, 1 brought forward a Resolution about the repeal of the Army
amalgamation schemé of 1859, because I believe that the root of the ever
growing military expenditure, was the Army amalgamation scheme. I
know that my friend, His Excellency the Commander-in-Chief, has said
here and in another place that the repeal will hardly reduce the cost.
‘On the contrary it will cost more and so on. I d§ not want to discuss
those controversial points. I only say this, that if India is to be relieved
of a large portion of the military expenditure, then the first and last
thing is to lay the axe at the root of the Army amalgamation scheme.
That is- the radical reform that is wanted. In 1864, the miltary
expenditure was only 14 crores, in the year 1924 it is something like 60
crores. In other words there has been, despite scoreg of reductions dur-
ing the period, a continuous increase which now amounts to 46 crores or
nearly five-sixths of a crore per annum. That means that, notwithstand-
ing your Inchcape Committee axe and other axes of one kind or another,
during the last 60 years the military expenditure has gone on swelling and
sawelling. Unless therefore you lay the axe at the very root of the Army
amalgamation scheme which is the dire spring of this colossal expenditure
nothing will happen to check that growth. I must ruefully observe
that, notwithstanding my close study of this subject for over 40 years, I
am not hopeful. I am growing more and more pessimistic about the re-
duction of military expenditure. Apart from this conviction, I find that
for serious disturbances on the frontier and in other places in the country
military forces have necessarily to be employed. For no lover of his
country wishes that life and property should go unprotected under such
deplorable circumstances. And yet there are those shortsighted persons
who would insist on reduction. How it may be reasonably inquired are
the two things compatible? In one breath it is loudly demanded that
military expenditure should be reduced, and in the other breath those who
clamour for reduction are not slow to bring about political agitation lead-
ing to disorder and bloodshed in the country, disorder in trade, disorder
in industries, disorder in everything which needs social order and tran-
quillity. How are those two things compatible, I seriously ask my friends®
Can they reconcile the two situations? 1 emphatically say they cannot.
What is the use then of merely carrying on this sort of academic discus-
sion every day and almost every hour? Let them first remove those
factors which compel the Government to have at their back sufficient forces
to quell disorder and protect life and property. I now come to another point.
It is raid that expenditure depends upon policy. Now there are financiers
snd statesmen who are not slow to challenge this obsolete dictum. These
discredit the maxim which has been deemed axiomatic so long. What they
say is that policies should be regulated by expenditure. If the country
has not got sufficient money to carry on a particular policy, how may the
policy laid down be carried into execution? You may have a policy which
wants crores of rupees, but if you have not got the money, how can you
carry it out? Therefore, Sir, I do say to all my friends in a most friendly
spirit that if you want to reduce your expenditure in many respects, first
attack the policv, bit by bit, attack one policy at a time and modify
it in harmonv with your ability to expend the money which that policy
would need. Then attack another in a similar wav. It ig impossible that this
eould‘ be done by special Resolutions in this House within a brief space
of thirty minutes when, of course, sugh a criticism demands long hours
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for arriving at a conclusion. Take this Budget alone, involving many sub-
jects. 1ls it possible any one of us can do any justice to a single weignty
topio for twenty or thirty minutes? I do not blame the gentleman who is
sithing in this assembly in the Consul’s chair. He himself is helpless.
He gives such spare time as the Governmgnt orders. I have on many
oosssions spoken on this subject, and I do once more appeal to the
Honourable the President, who is now going to become the Home Member,
to see that the’ Councll of State at any rate gete a little more indulgence
in point of time, on a topic like the Budget. For the other House
has two opportunities to speak on it. They first of all discuss the general
aspects of the Budget, and when the Grants come up to be sanctioned
they of course hammer away at each grant (A Voice: ** For five days.”’ )
Here we have got nothing of the kind. Our mouths are overflowing with
all sorts of subjects. How can we, tied down as we are, by that gentle-
man sitting in the Chair, speak on all the different subjects within the
brief space of thirty miuutes? Of course, he is only a servant of this
House and therefore he cannot do anything, but I venture to submit that
the Government, should be indulgent and give us reasonable time in the
future to allow fair and enlightened criticism.

.

Now, Sir, having cleared the ground so far, I repeat that if you
want to attack excessive expenditure, you must attack first the policy
regulating it. You have no power at present. In my opinion the Legis-
lature itsclf should be the sole authority to lay down policy. When it
has put down a policy, you will know wherc vou are and how you can
regulate your expenditure.

Coming to the Budget, last year notwithstanding all pessimism, |
myself in my speech expressed s hope that when the next year comes
things may be usefully improved and that we may have at least the pros-
pect of a balanced Budget. That balanced Budget bas become a reality
and an accomplished fact, and I congratulate the Finance Minister o
having rendered that great service, becausc 1 do udinit that a balanced
budget is the only thing possible and not to allow deficits after deficits to
accumulate until one day we are asked to pay 38 crores taxation. That
will not do. Deficits must be met from taxation. Therefore, Sir, I am
very glad, and I welcome this balanced budget, and 1 venture further to
say that the whole country should welcome this Budget. Some people
have called it a ‘‘budget of surprise.’” Some have called it ‘‘anemic’’
I am not going to indulge in any label of finance. The only thing I cam
sny is that we should congratulate the Finance Minister on his courage;
vou will ask courage in doing what? I answer in having made a new
departure in adjusting thc finances of India and in having adopted new
methods, which will certainly place your finances on a sound basis. It is
cn this new departure I wish to invite your careful attention. If you as'
me what is the outstanding feature of this Budget, I repeat it is the new
departure which the Finance Minister has wisely taken to cnsure the
thorough soundnesg of Indian finance in future—principles which his_suc-
cessors may safely and fearlessly follow. The first thing to be done, no doubt,
is that the load of the national debt should be reduced. It can only be
reduced in two ways. If you diminish the prineipal of your debt you
diminish the interest thereen, and if you do this then you have mor
money to spend. And that is the right way to go about it. The first thing
therefore to do is to reduce the national debt. And what has Sir Basil
Blackett done? He has suggested to von a very good wcheme, & very
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practical scheme, which 1 as u business man wholly recommend to you
all, that we must reduce our national debt as far as possible. In the
Finanecial Statement it is. said that the existing debt, according to Sir
Basil Blackett, will disappear in about 50 years or so. In the meantime,
turther debt will accrue. 1 suy to you, if you want the debt to be re-
duced, you should agree with all your heart to tne present proposal be-
cause that is the first thing a capable financial administration should take
into hand. Unless this is done, you will always be roaming and
roaming aimlessly hither and thither. They say Indian finance is a gamble,
and it is needful to ininimise that gamble so as to stand as near as pos-
sible on a sure foundation.

Then, Sir, the two outstanding features of this financial Budget are
these. First, diminution of debt und partly the avoidance of debt. And
the second, but even of greatest importance, is reform of your railway
finance. Now, for years together I have in public speaking and writing
hammered away at the expediency of separating railway revenue from
general revenue. 1 said so in a brochure which I wrote in 1909, criticising
the report of the committee of which Lord Rothschild and Sir John Mackay,
(now Lord Inchcape) were the leading members. I observe at the time that
if the railways are to develop, and if our trade and industries are to develop
and to have free play, what should primarily be done?

This, that we must have the railway surplus given back to the railway
people and used for nn other purpose so that they may thus have
part of the annual capital from that annual surplus. ouch gain might be
usefully employed as capital in developing the Railways, and in that way
it may go on automatically. If vou had gone ‘on that principle, 12 or 14
years ago, I believe you would not have found yourself in that quandary
in which you have been for the last three or four vears. This is one of
the causes, apart from many other causes, which contributes to deficits,
and I may say that when Railway finance is separated from General finance,
what will happen is that the Railways will be easier in their finance, the
merchants will be in a better position in every way, trade will more and
more expand and at the same time your general revenue will also increase.
If you go deeper into the matter, you will find that that is the right way
to use the annual railway gain. Therefore, Sir, as I have said, the two
outstanding featurcs of the Budcet are the reduction of the debt and the
separation of Railway from General finance. If these two go hand in hand,
I am quite sure that whatever may happen, even if there may be a famine,
the Honourable Sir Basil Blackett will be able to balance his Budget any
how. We have crossed the Niagara of accumulated deficits and Sir Basil
is the helmsman who has brought the ship of financial state into the
safe haven of financial equilibrium. I consider that we are now far from
the Scvlla and Charvhdis which seriously obstructed our smooth navigation.
We ar¢ on dry ground and if we are now on dry and high ground, I think
we can take courace in both our hands and say that our finances will be
easier. I hope therefore that every one of us here and elsewhere will co-
operate with the Finance Minister, in his efforts instead of oriticising him
more or less in the way that has been done. I admit that criticism is a
verv good thing. Sound ecriticism, based on exverience and krowledoe
is most wholesome. But ignorant criticism, ill-concerned eriticism, ill-
designed criticism, can never achieve anv gnod. It never has and never will.
T stroncly apveal to my friends here: ‘‘ Do not indulge in ignorant or ill-
considered critigism. Go on with criticism which is based on facts. Facts
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are ncer at hand but I am afraid very few look into facts. There are a num-
ber of questions put in this House as to ‘‘ What is this and what is that?"’
Most of those questions can be answered by Members themselves if only
they will take the trouble of referring to the blue-books and other periodical
publications. I do not blame my Colleagues for their inattention to this
matter. Of course many of you have not read the blue-books and may be
unaware of the facts disclosed therein. I repeat I do not blame *them.
But I do appeal to them that, if they really and honestly want to do their
duty to the country, if they sincerely’ want to improve the finances and in-
crease the wealth of the country, to study and equip themselves and to be
qualified to discuss financial topics with knowledge and confidence. Then
your words and suggestions will command respect and your views will be
seriouslv considered. I hope that the appeal I now make to my friends
will prove fruitful.

7

Sir, having said so much about the distinctive features of the Budgeb
and welcoming the Budget, I wagt to say a word on the surplus. Of course
there is a surplus. It is a small surplus, a negligible, surplus, if you like
Were it not for the windfall there may have been no surplus at all. But
what is this surplus? Lord Cromer said years ago that there is no true sur-
Flus in India. I think he was right. What he meant by saying this was that
there was no true surplus in India. There was no such surplus as would
remain after reserving from your excess of receipts over expenditure what
is needed for the extinction of your debt. When that happy event comes
to be accomplished there will be a true surplus. Otherwise, your surplus is
nothinz at all. The annual surplus is used here and used there, but vour
national debt increases apace. That is not real surplus. If the surplus
is to be applied, the first thing to be done is to see that your national debt
is reduced. The moment your national debt decreases, your interest
charges diminish and the saving of that interest comes in us revenue. As
I have already said, this is the fundamental object to be achieved. As far
as the present surplus is concerned, I think the feeling of the country, as
far as it'can be ascertained, is that it should be utilised to bring the salt
tax down to Re. 1-4. As I have said Governments are sometimes in so
embangssea a state and in such a quandary that thev do not know where
they are, and sometimes when they go against public semntiments and
public feel'ne they find themselves in the wrong box and repent afterwards.
Why should Government put themselves in such a position? When they
go ac¢ainst popular feeling and when thev find that thev have made &
mistake they come back and sav ‘* We made a mistake **. That is not
the right thing. Governments make mistakes as we human beings do, but
we generally try to correct ourselves, but Governments seldom correct
themselves. T am not speaking of the Government of India alone. I am
speaking of this frailly of Governments all over the world. They are all
the same from top to bottom, chips of the same block. So as far as this
surplus is eoncerned, T leave i% to the House to decide what tr do. The
gereral feeling is in favour of Re. 1-4-0 a maund for salt and I believe in
the Iong run that will be better. The Finance Minister, I am quite sure,
if thines go on well, will be able¢to halance his Budget without anv further
taxation. There will he no deficit of 2} cror s next year or 53 in the vear
after as he fears. Nothing of that kind will happen. I think thines are
moving on. There are two factors in our favour just now. The Home
Government have been in richt earnest about bringing about the revival
of the Russian \tnde. If Russian .trade is developed it means a great
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stimulus for India because by the revival of Russian trade we will increase-
our revenue and as our revenue increases our customs duties would be pro-
portionately reduced. I think as far as customs duties are concerned they
are a.crushing burden at present. I know the majority of my friends in
this pjace and in the other place talk of protection. ‘‘ Protection, Protec-
tion, Protection’’ that is the cry all round, fromm the Himalayas to Cape
Comorin. That protection will be the ruin of India. Remember that.
Last year 1 said the same and this year I repeat it with greater emphasis.
High protective duties will never improve your finances. No doubt certain
new industries which may be in their infancy will need protection for some
time. By all means give that. I have been in favour of free trade all my
life; but I have also uniformly advocated temporary protection for industries.
like sugar, iron and steel, say for 10 or 15 years, till they are able to
stand on their own legs. But the moment they are able to do so and face:
the competition of the world, protection should cease. If you have got
strength in you, if you have got industrial brains in the country, you can:
certainly hold vour own in competition with the world and render the
greatest good to your country. You badly want industrial brains. Where-
are the brains which only need right development? Talking of protection,
Gentlemen I may say I am here to-day and will pass away to-morrow but
you will remember my words. Protection will be the country’s ruin. It
would not last long. We have similarlv heard talk and vehement talk
about our railways being managed by the State. That is another fatal
fallacy in which the country has been thoughtlesslv indulging, anyhow,
these are my individual opinions, and I daresay my friends, the Swarajists,
will come down upon me and attack me in their papers. I eare not tup-
pence I have got a very broad back. 1 have borme ill-conceived criticism
for the last 50 years of my public life. However, I do not want to say
more. Then again people are glibly, if not selfishly, talking of exchange:
and currency. Exchange and currency may be all right. Exchange may
be 1s8. 4d. But is it contributing to a surplus? For five years vou have
had a cumulative deficit of 100 crores. Did exchange give us any: relief
at all® Did currency give any relief? Currency artificially managed is
no good. Therefore I do say this. Let exchange and currency take their
natural course. That is the course the Finance Minist=r has adopted and
I consider it to be the right course. If trade is improving and exchange
consequently improves, whv should we not take advantage of the improve-
ment? It may go down with trade depression and then we shall have to
pay more for taxation. But you cannot have it both ways. Please
remember that exchange and currency both depend on the movements of
prices of staple commmodities. In the matter of public finance you must
have a balanced judgment, vou must balance vour facts and vou must
take into consideration not only the Indian situation but the whole wor]d’s
international situation. India is now entering upon an international status
and therefore intcrnational commerce has and will have no little influ-
ence on the course of Indian trade.

Well, 8ir, this is all that I can say here. ‘We can speak perhaps for 50-
hours without finishing all we have to sav on the Indian Budget, because
it is so complicated and there are so manyv topics which hold our interest and
attention. Therefore, I will say nothing further except that T hove that
whatever criticism you may offer vou will trv to co-operate with the Finance
Minister in the new departure which he has introduced, because I believe
sincerelv that the new departure will improve the finances and advance the
prosperity of the country. With these words, 8ir, I resume my seat.
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Tee Riear Boxovrante SRINIVASA SASTRI  (Madras: Non
Muhammadan): Sir, there are just two remarks that 1 wish to make arising
out of the speech made by the Honourable 8ir Maneckji Dadabhoy before
tuncheon time. 1 do not certainly wish to try a fall with so doughty a
champion of public finance as he, but as ho brought; in the name of Mr.
t3okhale as an authority for a certain recominendation that he makes as to
the disposition of our small surplus, it might be useful if I supplied a cor-
rective to his impression of Mr. Gokhale's teachings. There was. Bir, in
the history of Indian finance an era of surpluses of a somewhat unprece-
.aentedly large character year after year. Our Government at that time
were under sore temptation. They created large scientific and technical
departments; they increased the salaries of officers all round; they embarked
on building operations on a gorgeous scale; and for a diversion they had a
little military pienic which cost us a good bit across the frontier of Tibet.
At that time Mr. Gokhale thought it was time to protest against these
surpluses as in themselves constituting a wrong to the people of the country.
‘The maintenance of large surpluses year after year, he argued, was the
result of maintsining taxation far above the necessary level, and he there-
fore argued that if the taxes could not be reduced—that was his first idee—
if the taxes could not be reduced, then the hest way of disposing of the sur-
plus was to devote it to subsidies to local boards and municipalities for
what we now call the nation-building services. Lord Curzon's Govern-
ment for years in succession adopted the plan, and if he, Mr. Gokhale,
supported the idea then it was not because he justified the existence of a
surplus for the purpose of nation-building departments, but he thought it
was the best way of disposing of the surplus if the Government could not
he persuaded to apply it to the relief of taxation. Now, Sir, I am not an
sdvocate of financial purism with a vengeance, but I do believe that the
salt tax is an emergency tax and that, if as last year the emergency taxation
vas levied by the Finance Member for a certain specified purpose, when
or.ce that purpose is off, I believe it is true economic doctrine that the tax
also should be taken off. I know no better disposition, speaking purely
from that point of view, of the surplus that we have now than to remit the
cxtra duty on salt.

But I bave another remark to make to Sir Maneckji who showed so
much anxiety to follow the teaching of Mr. Gokhale in regard’ to the sur-
plus and who seemed to discard his teaching sltogether on the other subject
f opium. I remember that Mr. Gokhale denounced the opium revenue of
the Government of India as utterly immoral, being based on the moral and
i hysical degeneracy of a neighbouring people from whom we had received
ro harm at all. He emphatically supported the idea which the Finance
Minister had at the time that by a long series of reductions of the opium
revenue we should in time extinguish the whole of it and liberate China
if possible. (The Honourable Sir Maneckji Iadabhoy: ‘‘ Have we done
that?"") T very much regret that China has not profited by our moral ex-
cellence. But if that is the case, I do not see how we could go back to
the opium traffic. Now, Bir,’it really is unnecessary for me to go into that
question. Qur export opium to-day, therc is abundant evidence to show
coes nob go to China, at any rate the bulk of it; perhaps the greater part
of it goes to America, perhaps it is consumed by the Chinese residents in
the East Indies, but whatever it is, it is a revenue to which we have mn
roral right; and 1 be‘lleve the Government of India would be pursuing
the true course of Indian finance if in course of time they abandoned the
revenué that they-get from the export of opium, unless it could be proved
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that that export was strictly limited to the consumption of opium abroad
for purposes which were scientific and medieal.

Tre HoNouraBLE S1R MANECKJI DADABHOY: Might I ask for some
«xplanation from my. Honourable friend ?

T'ne HoNouraBLe THE PRESIDENT: The Honourable Member asks
for an explanation, but he might make a personal explanation.

Tne HoNOURABLE SiR MANECKJ1 DADABHOY: Have we not got a
moral right to impose a duty on English liquors, foreign liquors?

Tue HoNouraBLe THE PRESIDENT: I observe the Honourable Mem-
ber asks for an explanation. He can make a personal explanation.

TrE HoNovraBLE MR. J. W. A, BELL (Bengal Chamber of Commerce) :
‘Sir, 1 desire to associate myself with those Honourable Members who have
offered congratulations to the Honourable the Finance Member on the fact
‘that for once in six years he has been able to present a balanced Budget,
und not only a balanced Budget but a Budget with a very considerable
:surplus. 1 should also like to congratulate him on the exceedingly lucid
and very interesting speech in which he submitted the Budget to the
Legislative Assembly and to the country.

I do not think I should be allowed the time to go into the Honourable
Member's speech or the Budget in detail, but there are one or two points
‘to which I should like to refer. ‘

I have no wish to propose an addition-to the labour which must have
fallen upon the Finance Department in preparing the masses of figures
which have been submitted to us, but I think it would be appreciated by
Honourable Members if we could have a short statement showing to what
oxtent the balancing of the Budget and the surplus shown is due to each
of the following causes. In the first place, to increased amounts estimated
to bo received from taxation; in the second place, to increased amounts
estimated to be received from what one might describe as the commercial
departinents of the Government, that is, from sources not involving
taxation; and in the third place, to retrenchments effected as the result
of the recommendations made bv the Retrenchment Committee. I make
these suggestions for two reasons; because, in the first place, the increase
in revenue from taxation in the estimates is very large; and in the second
place, the decrease in expenditure shown in the estimates does .not seem
to follow the rccommendations of the Retrenchment Committee. With
regard to the first, the revenue from taxation expected in the coming year
appears to be about 6 crores more than in last year and about 4 crores
more than in 1922-28. I am speaking in round figures. With regard
to the second, the expenditure is estimated at 5 crores less than in 1922-
1023. The military expenditure has been reduced by 8 crores. If,
therefore, military expenditure be excluded from both years, the expenditure
in 1924-25 is estimated at really three crores more than in 1922-1923, the
year on which the Retrenchment Committee based its recommendations.
I do not wish to weary the House with the figures under the several heads.
They will be found on pages 10, 11, 12 and 18 of the Budget. But, brieflv,
under the head of charges for collection of revenue, the Retrenchment
Committee recommended a reduction of 72 lakhs, whereas the expenditure
under this head in the present Budget is estimated at 88 lakhs more than
in 1922-1928. Again, under the genexal head of civil administration.

D
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the Retrenchment Committee recommended a reduction of 175 lakhs,
whereas the expenditure under this head in the present Budget is estimated
at only 14 lakhs less than in 1922-1928 and at 28 lakhs more than in
the ocurrent year. From these figures seems to emerge the fact that if
the recommendations of the Rotrenchment Committee have been followed
in some directions, -the result has been negatived by increases having been
made in other directions, and the net result is as 1 have just indicated.

There is another subject mentioned in the Honourable Member’s speech
and more fully dealt with in the Notes explaining the Estimates, with
regard to which, I think, Honourable Members would be glad to have a
further explanation. I refer to the arrangement under which under the
head of interest receipts, the revenue for the year has been credited with
142 lakhs, which is said to be the amount of the assets of the Gold Standard
Reserve in excess of 40 millions sterling. As the amount, nearly 1§
crores, is a very large one, and as a similar credit to revenue has not been
made before the present year, I think that Honourable Members would
be grateful if the Honourable the Finance Member would explain what
the reasons were which led to its being treated in this way. 1 have no
doubt that a perfectly good reason will be forthcoming, but, just at first
glance, the mecthod seems to be apen to certain objections.

To me the most interesting chapter in the Honourable the Finance
Member's speech was that dealing with the debt position, more particularly
that portion having reference to the arrangements that are being made
for the reduction or avoidnnce of debt, the suggestions put forward with
a view to the fixing_of periods for the redemption of different classes of
debts, and the desirability of laying down a definite, and possbly a statu-
tory programme, for dealing with the redemption of these debts. The
Honourable Member mentions that, in his view, discussion is likely to
be provoked by the suggestions which he has put forward. I venture
to think that any criticisms which may be offered will not be hostile
criticism, for the proposals which he has submitted are simple, and clcar,
and businesslike. But for the indication that such would not be resented,
I should not have put forward any suggestions at all. In view however
of what the Honourable Member has said, I make the following sub-
misgions. It is a matter of opinion very much, but it is an opinion which
I believe is widely held, that, in the case of an unproductive public debt,
a fair allocation of the burden as between the present generation and
posterity is arrived at, under normal circumstances, by making the period
of redemption 60 years and in the case of a productive debt 90 years.
If 1 differ from the views expressed by the Honourable Member to any
extent at all it is in connection with the periods proposed for the redemp-
tion of the debts due to past deficits and in connection with the cost of
New Delhi. I consider that the Honourable Member would be dealing
leniently with the next generation if he were to make the redemption
period in each of these cases 80 years, instead of 25 years and 15 yenrs
as suggested by him. This particularly refers to the last mentioned debt,
a8 New Delhi is not likely to be completed for some years to come. It these
suggestions be adopted, they would help to spread over the burden of
these debts, and would assist the Honourable Member in submitting an
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even more favourable budget next year, which I am sure he will be able
to do.

1 propose to refer very briefly to the question of the separation of
Railway finance from General finance. It is perhaps unnecessary for me,
after what has already been said, to say more than that. I am in entire
agreement with the opinion expressed by the Finance Member, that no
reform offers greater benefit to the finances and to the railways of the
country than the separation proposed. There can be no real advance
in railway development, so essential to the welfare of the country, -until
the railways are dealt with on a purely commercial basis. That is, they
must pay a reasonable rate of interest for the funds which they borrow;
but, on the other hand, they must be allowed, out of the balance of their
profits, to undertake such dcvelopments as they consider necessary and
desirable, and to build up reserves. The present arrangement stifles
all enterprise on the part of the railway management, and offers no induce-
ruent to them to study economy, and the sufferers, in the long run, are

the public.

Another statement in the specch of the Honourablc the Finance Mem-
ter which I read with interest was that in which he mentioned that he
found it necessary to assume that the final outturn of 1924-25 would be
unaffected by any changes in the customs tariff resulting from the recom-
mendations of the Tariff Board. I do not wish here on this occasion to
express any views with regard to protective tariffs, but, if the proposals put
before the Tariff Board in the future are anything like those that have
veen put before them up till now, I hope that, in the interests of the
veople of this country, more particularly those of the poorer classes, a
s;milar statement will be included in the annual Budget speech of the
Yinance Mebmer for many vears to come. -

A paragraph in the Finance Member's speech which will attract a good
deal of attention is that in which he states that it has been decided to
frame the Budget estimates on the basis of-an- average rate of exchange
throvghout the year of 8.1-4}, or a farthing beiter than the average for
the current year. The careful terms in which he has discussed the matter
disarm criticism. It is probable that the Honourable Member has -infor-
mation to which I have not access, and is therefore in a better position to
make a correct estimate, but I cannot help feeling-that there is nothing
in the present position of the exchange market to lead one to suppose that
the average for the coming financial year will be higher than in the present
year. As the Honourable Member has indicated, Indian exchange is
affected by many things over which we here have no control, and of which
we often have very little knowledge, but the normal rise and fall from day
tc day is largely affected by the three’ factors;

(1) the quantity of export trade bills coming into the market as
against-the demands for remittance against imports and
bullion;

(2) the London-New York cross rate of exchange, and

(8) the internal demand for money for financing local industries.

With regard to the first, the position may change at any time, but at
the moment there seems to be a greater m(_:llna.tion to fix remittance ahead
then to sell bills., That means that Indian merchants, some of whom
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possess world-wide information, apparently at the present time have the
feeling that there is nothing to be lost by’ waiting, or in other words that
exchange forward is not likely to rise against them. On the other hand,
the fact that those desiring to fix remittance ahead, and they are fixing
remittance ahead as far as December at the present moment, seems to
irdicate that they do not anticipate that, at the end of the year, the
rormal difference between the monsoon rate of exchange and the rate
at the end of the year is likely to be exceeded and will be in their favour.

With regard to the second, that is the London-New York cross rate,
1his has been rising and falling for a number of months, but the tide seems
after going forward not to have receded quite so far as the point at which
it commenced. That means that the general tendency has been slowly
but steadily upwards, and an increase in the London-New York cross rate
means an increase in the value of the pound sterling, and a decrease in
the value of the rupee in exchange.

With regard to the third, it is difficult to say very much at the moment.
The demand for money in the country is still very strong, but it must be
remembered that it commenced several weeks, nearly a month, this
season after the normal time. While I do not wish to criticise the Honour-
sble Member's forecast in any way, I have the feeling that it might have
been safer not to calculate on a higher level of cxchange for the coming
vear than for the present vear.

While many features of the Budget will create satisfaction, 1 think
there will be a general feeling of disappointment throughout the country
that, after the hopes raised by the appointment of the Retrenchment
Comnuittee, it has been possible to do so little in the way of lightening the
heavy burden of taxation and reducing the cost of living. We are very
rrateful for the small reduction in the excise duty on petrol. This duty
has always been disliked by the public, because it has resulted in the
curious anomaly that in India, a few hundred miles from one of the
principal sources of production, the price of petrol is higher than it is in
the United Kingdom. I hope the time is not far distant when it will be
vossible to do away altogether with this particularly irritating tax.

The duties which I have particularly in view are the 15 per cent. duty
«n imported stores, cutlery and hardware, and the 30 per cent. duty on
motor cars. The first bears very hardly on mofussil residents who are so
largely dependant on imported stores, and I hope that a reduction will be
possible at a very early opportunity. With regard to the second, the
tyime has long since passed when this was considered as a luxury tax.
Changed conditions in business and in‘the every day life of the people have
brought about the position that the motor car is no longer a luxury but a
necessity. 1 would press upon the Honourable the Finance Member the
recessity for an early reconsideration of the 80 per cent. duty if not on
all motor cars at least on all but those that can still, from their design
.and price, be looked upon as luxury cars.

I should like if I may to refer very briefly to the salt tax. I look upon
this purely from an cconomic point of view. I realise that to some Honour-
sble Members it is a matter of sentiment. From an economic point of
view the reduction of 8 annas maund suggested by Government is a

. hiberal one. I think it is generaﬂ;radmitted that the tax, even as it stands
4
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now, is hardly felt even by the poorest consumers, and a reduction is
possibly more likely to benefit the middleman than the consumer. At the
same time if my Indian friends feel strongly about it from a sentimental
poin: of view, 1 would not care to press my views. I think Government
nave acted very wisely in leaving the matter in the hands of the Assembly.
If the representatives of Madras, the Punjab. the United Provinces and
Burma fe® that they would prefer a further reduction in the salt tax to
substantial reductions in the contributions of their Provinces, I am afraid
I must express the opinion that they are subordinating economic con-
siderations to sentiment. T feel that their constituents may have some-
vhing to say to them on the subject of mistaking the shadow for the
substance.

In closing I should like to say this. I have read the Honourable the
Finance Mcmber's specch carefully and also the Budget and relative
papers, and 1 have had the advantage of listening to the speech of my
Honourable friend who represents him in this House, and my feeling is.
that India is to be congratulated on the fact that her finances are in such
capable and experienced hands. (Hear, hLear.)

His Exceriency rHie COMMANDER-IN-CHIEY : Si.r, it will not be
necessary for me to detain the House very long. There are a few remarks
only which I should like to make on of course Military expenditure.

(At this stage the Honourable the President vacated the
Chair which was taken by the Right Honourable Srinivasa Sastri.)

I will first confine myself to certain matters to which Honourable Members in
this House have referred in connection with the Department over which 1
have the honour to preside. I would preface those remarks by expressing my
sense of gratitude to them for hgving dealt with my department and with the
Army in a less drastic manner than they did last year, and I specially
thank my Honourable friend Sir Dinshaw Wacha for having refrained
from belabouring Army expenditure in the way that he did on the former
oocasion. In the remarks which he made this afternoon he complained
of course that over s period of years the military expenditure has swelled:
and swelled and swelled. But I should like to remind the Honourable
Member, and I would draw his particular attention to the fact that,
though for a considerable number of years it has swelled, in the last year
it has begun to shrink. I hope the maximum has been reached and that
in future years we may see a reduced amount in the Budget. But I
confess that I am in some difficulty. The Honourable Member very
rightly laid down that policy and expenditure must inevitably go together.
I amn entirely in accord with him. But my difficulty is this, that whereas
on the one hand I am doing all that I possibly can to reduce expenditure,
I have continually had forced upon me a policy in which, many Members
are interested, namely, the Indianization of the Army, which will inevitably
lead to an increase in cost and not a decrease. I am therefore torn
asunder between these two lines of policy and my greatest difficulty 1s
to reconcile the one with the other.

Another Honourable Member has veferred to the line in which reduc-
tions may be possible, and I thank the Honourable Dr. Sir Deva Prasad
Sarvadhikary very much for his useful and cogent suggestions. 1 shall
make it my business to consider them and to do all I can in the direction
in which he suggests. He may have ob.aerved that in the speech that
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made the day before yesterday in another place, 1 held out hope that in
the depurtinental, administrative and ancillary services, I looked forward
to effecting some economy in the future. He definitely referred to the
question of the third Cavalry Regiment. Of all the recommendations put
forward by the Inchcape Committee that really, in so far ae troops are
ccncerned, is the only one in which there has been some discussion between
the India Office and the War Office. You will have observed that the
final arrangement which has been come to has been a division of the
liability over a period of two years when the question will be once more
considered. The Honourable Member has also suggested that we might
omploy more Indian clerks instead of British clerks in many of our
offices both in the districts and at headquarters. I agree with him,
and it is a policy that I have been religiously pursuing for the past two
years, and I am by no means satisfied that we huve reached finality. The
other matters which he noted in connection with the Territorial Force
and Indianization 1 will postpoue for the moment until I have dealt with
the remarks of other Honourable Members. The Honourable Mr.
Natesan gave us a discourse which T am sure was full of intcrest, but
I am sorry I did not catch the whole of his meaning, for it became a
race between the Honourable Member and the clock. What I did gather
was that he was exfjremely anxious that the military expenditure should
be reduced to 50 crores. Well, 8ir, my own opinion on that particular
point is already recorded in the Report of the Inchecape Committes.
Seeing that the Committee looked for that reduction largely on.account
of a possible fall in prices, notwithstanding the confidence that has been
expressed in this House and which I hold myself very strongly in the
Finance Member and his Department, we can hardly hope that he will
be able to bring about a fall in prices within the course of the next few
years which will enable the militarv expenditure to be reduced by a
sum as large as seven crores. . . . .

Tre HovouvraBLE Sir BASII, BLACKETT: He would get into great
trouble if he did.

‘Hris Exceriexcy TRE COMMANDER-IN-CHIEF: Mr. Lalubhai
Samaldas has suggested that it should be possible to make a further
reduction in the transport services and by the Indianisation of some of
the other services. Now, that again is a matter which I am quite hopeful
of. Perhaps he does not realise so much as I do how very important
the transport services are in war and I am endeavouring to set aside—shall
I eall it a reserve? It is not quite a reserve but it is transport material
placed in cotton wool for use only when war comes. I want to accumulate
that reserve so that, when mobilisation arrives, we may not find ourselves
a8 deficient in transport as we did in Mesopotamia. The initial expense
is of course conmsiderable. = The recurring expenditure is ocomparatively
small.  And I therefore hope that in that direction, as he suggests, we
may be able to effect further economies.

Bir, it will not be pecessary for me to repeat what I said in another
place the day before yesterday, for I think most Honourable Members
were present, and T hope that on that occasion I made myself clear. The
only point which I would like to repest here, and concerning which I desire
that there should be no room for misunderstanding; is that I cannot
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-contemplate any further reduction in the numbers of the fighting troops.
1t hus been suggested that, though I may not reduce their numbers, I may
possibly replace, change or slter their actual composition. It is possible.
I will copsider it symputhetlcally and I will gee if it can be done, but
at the moment 1 do not see where economy is to be made in that direction.

There are two more points. Firstly, I want Honourable Members to
realise, when they look at the large figure of military
expenditure of about 60 crores, that no less than 11
crores of that consists of the non-effective vote and 9 crores
of which is entirely absorbed for pensions for poor people who
have been wounded, mutilated, or their families and 2 crores of it
is expenditure which though it figures in the 60 crores, comes back to
Government as revenue in the shape of customs and so forth which we
have to pay on articles we are obliged to import. At any rate, there are
11 crores which really do not constitute a part of the expenditure of the
tighting services and I think that ought to be remembered. When you
take that into consideration, and when you realise that the proportion which
the military expenditure bears to the total revenues of India—and I include
in that of course the provmual revenues—is only 28 per cent. instead
of 50 per cent. as I have heard it sometimes quoted, and when 11 crores
is really not expended upon the fighting services but consists of the non-
-eficctive vote, I do not think you can say that the military expenditure
is really very high, especially when you consider the enormous extent
of the frontiers of India and the immense responsibilities that have to be
-safeguarded. When you compare India with the other Dominions you
must remember, that in no other Dominion of the British Crown have you
got a potential and turbulent neighbour conterminous with some 400
or 500 miles of your land frontier. In that respect India is unique.
There is no other place in the whole of the Empire where the situation 1s
similar, and it is for that reason that you always have to be prepared for
immediate and serious operations in the event of a period of strained
relations suddenly supervening. Furthermore, remember that this amount
of about 60 crores includes not only your Army but also'the whole of
your Air Force and the whole of your Indian Marine, which, together,
absorb rather more than 2 crores of rupees even after the reductions
recommended by the Inchcape Committee have been carried into effect.

Sir, I rather doubt if I should be in order in referring to certain state-
ments which were made by Honourable Members in another place. I believe
I should be exceeding the limits of custom in this Council if I did so refer
to them.

(At this stage the Honourable the President resumed the Chair.)

But, without making any direet allusion to the speeches that were made
in the other place, I may observe in general that to my mind very valuable
contributions and proposals were put forward and much valuable and
constructive criticism was made regarding the military problem as a whole.
References were made to the development, increase and amplification of
the Territorial army. It was likewise said that, in View of the future
development of this country on self-governing lines, the consideration and
the eventual solution of this military problem was absolutely essential.
Now in that I am in entire agreement. I would examine, I would experi-
ment, I would do everything that is possible in all directions to find
.gradually the solution to this problem be.cause it is of first class importance
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to the future development of a self-governing India, and I would be only
too glad if some solution could be found. I said in another place that
education was the foundation and the only channel through which the
Indianisation of the commissioned ranks was possible, and that is true.
Therefore, the speed at which it will be possible to carry out any satis-
factory scheme of Indianisation must be slow. It cannot be rapid but
we can make a beginning, and I contend that a beginning has been made
m the only direction through which eventual solution is possible. It exists
in the Prince of Wales’ Dehra Dun College of to-day. 1t is not enough.
We want several similar colleges and we want, as one Honourable Member
suggested, education before the age at which boys go to Dehrs Dun. For
that I have already made provision. To-day two schools are being con-
structed in the Punjab in the shape of the King George's Schools. The
foundations were laid by His Royal Highness the Prince of Wales and
I am in great hopes that these schools will be opened within a few months
from now. What we find at Dehra Dun is that boys of 12 and 18, who
in England would have already been several years at a private school,
come to Dehra Dun without any primary education and without ever
having been to school at all. Their education is of the lowest possible
standard, and it is for that reason that we want to take the boys as voung
as possible, 7 and 8 years old, and send them to school for 8 or 4 years
before they go to Dehra Dun. :

Now, I will not go into the difficulties of this problem of primary and
secondary education for Indian boys. Believe me—and I have examined
it very very thoroughly—it bristles with difficulties; but I agree these
must be faced. I am only too anxious to accept the assistance of any
Honourable Member who can and will give me his help, for we must
go on with this problem until in the end, by perseverance and continued
effort, we eventuslly find a satisfactorv solution.

Tae HoNouraBLE T.aLa SUKHBIR SINHA (United Provinces Northern :
Non-Muhammadan) : 8ir, the Budget estimates put before this House are
much more satisfactorv and gratifving than those of previous years,
especially because the Budget is balanced and not only balanced, but it is
the first surplus Budget after the war. In previous vears we had to face
deficit after deficit, and I think it is due to our present Finance Minister
that, within one year, he has been able to place before us a surplus Budget.
Last year he was in great difficulty in balancing the Budget and he had
to propose the raising of the salt duty from Rs. 1-4-0 to Rs. 2-8-0.
There was great agitation throughout the country, but anyhow the duty
was raised and the surplus is due to the raising of that duty and to the
consequent growth of revenue, together with a great deal of retrenchment
in cxpenditure as recommended by the Inchcape Committee. However,
the surplus is there and it is most gratifving that our Budget is a surplus one.
We expect a bigger surplus next vear, especially through a further retrench-
ment in expenditure. My friends Bir Umar Hayat Khan and the Nawab.
of Loharu said this morning that, looking to the efficiency of the Army,
there is hardly any scope for further retrenchment there, but I may assure
them there is hardly” any Member in this House or in the other House
who wishes to impair the efficiency of the Army. We do not suggest any
thing that might impair the efficiency of the Army; what we suggest is
that, looking tc the efficiency of the Army, the expenditure should still
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be curtailed. We ure thankful to His Excellency the Commander-in-Chief
that he has made retrenchments and that he is willing and prepared to.
make further retrenchments, as he has just said. If we consider the
Incheape Committee’s report, we find that the expenditure on the Army
can be reduced to $0 crores of rupees. 1 do not know whether it is.
possible or not, but I do think that there is still further scope for retrench-
ment in military expenditure. As my Honourable friend, 8ir Dinshaw
Wacha has said, if the Army Amalgamation Scheme is modified, if the
Indianisation question us regurds the rank and file and the officers is taken
up seriously, then there i still a great deal of scope in this direction.

As regards the wsurplus, the Finance Minister has put two proposals
before us. The first is that half the surplus should go towards the reduec-
tion of the salt tax from Rs. 2-8 to Rs. 2, and the other half to the
reduction of Provincial contributions made to the Central Governmnent.
The second is that, if this House and the Assembly agree, the whole
surplus may go to the reduction of the salt tax. I would like to suggest
that, considering public opinion througheut the country, considering the
agitation made last yeur, considering that salt is a necessity of life and
the high rate at which it is at present selling, namely, 8 seers in place
of 16 seers, it would be fair und reasonable to use this surplus for the-
reduction of the salt duty. Sir, as all of us know, this was an emergency
meusure last year und it was certified by the Viceroy in order to balance
the Budget. But now that the time has come when the Finance Minister
is fortunate enough to have a surplus, I think it is just and fair to use
that surplus for the reduction of the salt duty. 1 quite agree that the-
reduction of Provincial contributions is also necessary and should be
effected. But, considering the importance of salt as an article of daily
consumption, I consider that the surplus should be applied first to the
reduction of the salt duty and the Provincial contributions should wait
till next year when we hope to have a bigger surplus, in which case the-
contributions from the Provinces should be reduced either in part or in
whole. That will depend upon the amount of the surplus, but Provincial
contributions are bound to be reduced, because in every province we find
that nation-building departiments are suffering from want of money, and
therefore next year we shall see to that. But this year I strongly suggest
that this surplus should go towards the reduction of the salt duty from ~

Rs. 2-8 to Rx. 1-4,

Tue Hoxovrasre Sikpar CHARANJIT SINGH (Punjab: Nowmninated
Non-Official): 8ir, T should like to congratulate the Honourable Finance
Member on the clear and lucid Budget he has put before the House,
dealing as it does with a great many subjects and a great mass of figures
with the easv eonfidence which betrays the hand of a naster in finance.
It must be n source of satisfaction to the Government as it in to this
House that thix vear’s Budget is not only a balanced Budget but it is a
surplus Budget. [ believe, Sir, that it is n clear indication that the era
of unbalanced Budgets hax come to an end, and that India has begun to -
tread upon a brighter and a happier pathway. The great war, which
created a tremendous upheaval all over the world, was responsible for a
considerable increase in our expenditure also, but now that things are
settling down, it is satisfactory to note from a perusal of the Budget that
our expenditure is also gradually coming down. For the reduction in the
military Budget we are obliged to His Exeellency the Commander-in-Chief -
who, as most of us know, has addressed himself to this object with a
Lusinesslika energy. Regarding the Railway Budget, T am glad to find
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that the Finance Member has proposed its separation from the ordinary
Budget. Railways, like any other commercial undertakings, should be
run on commercial lines. It is, I think, a step in the right direction, and
1 hope it will in due course be carried out. The taxes, generally speaking,
-are very unevenly divided, and it is to be hoped that the Taxation Com-
mittee will be able to make recommendations to improve this state of
-affairs and remedy these defects. It is the wish of every (Government and
of every Finance Member to lighten the burden of the people, if they can
conscientiously do so without impairing efficiency or sacrificing the best
interests of good government. The Honourable Finance Member has
shown, by reducing the salt tax, that he is also animated by the same
feeling. We are offered Rs. 3,86,00,000 for the reduction of the salt tax
and the Provincial contributions. Both these objects are equally deserving;
the main object is that evun the poorest people should be benefited by the
surplus, and I think that by adopting the method proposed by the Finance
Member, this object will be amply achieved. I therefore strongly support
the proposal made by the Honourable the Finance Member.

Tae HoxouvraBLE Rasa PRAMADA NATH RAY or DigHAPATIA (East
Bengal: Non-Muhammadan): Sir, I join with others in congratulating
the Honourable the Finance Member on presenting what may be called a
prosperity Budget. I also thank His Excellency the Commander-in-Chief
for being able to make retrenchments in the military expenditure aided
‘by his able staff and his able Financial Adviser, but we hope that His
Excellency will be able to make further reductions and bring down the
‘military Budget to the lowest level suggested by the Inchcape Committee.
And we also hope that he will be able to have an advisory committee for
speedy Indianisation of the Army.

Sir, I congratulate the provinces which have been fortunate enough to
receive rebates in Provincial contributions, and I hope it will fall to the
iot of the remaining provinces to be treated in the same way next year,
if possible. While on this subject, I may take the opportunity of mention-
ing here that Bengal has a just claim not only to be permanently relieved
-of its contribution to the Central Exchequer, but also to have the apportion-
ment of her share of revenues reconsidered, inasmuch as it was fixed under
an admitted miscalculation by the Meston Committee. 1f Bengal has been
able to show a balanced budget this year; it"is only because it has made
oxtensive retrenchments in every department continuously for the last
three vears, totalling 1 crore nnd 51 lakhs. Besides it had to take recourse
to additional taxation which is undoubtedly very unpopular, and which
was not contemplated in the Meston Award. It will be seen that in
1920-21 the total receipts available as Bengal’s own share were 11 crores
and 12 lakhs, while in this year’s budget thev have gone down, in spite of
the new taxes imposed, to 10 crores 22 lakhs, or 90 lakhs shorter than
what was available in what T may call the pre-contribution year. On the
-other hand, the total revenues under all heads collected in Bengal are as
much as 34 crores 16 lakhs, out of which Bengal’s own share is only under
9 crores, and the rest, namely, over 25 crores, Bengal has to contribute
to the Central Exchequer, and this is the biggest contribution from any
one province, and much more than what all the other provinces put
together, excepting Bombay, pay to the Central Government. It is,
therefore, obvious that, if the rebate of 63 lakhs is withdrawn, Bengal
would not even have sufficicnt to balance its Budget, leave alone any
-wxpenditure on what is known as nation-building departments. If the
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rebate had not been available, there would have been a deficit of nearly
40 lakhs in 1922-23, 82 lakhs in 1923-24 and 27 lakhs in 1924-25, in spite
of fresh taxation—a situation never contemplated by the Meston Com-
mittee, I am sure. We have absolutely no cause to be jealous of any
other province; om the contrary, we are greatly pleased that four other
provinces have been fortunate enough to secure a rebate this year. At
the same time I feel it is the duty of every representative from Bengal
to try and convince the Centrul Legislature that we are not getting the
rebate of 68 lnkhs merely as a matter of grace, as some would make out,
fut as a result of a special recommendation made by the Joint Parliament-
ary Committee to the Government of India. The Meston Committee
blundered in making proper calculations, as it underestimated the normal
-expenditure, having based its calculations on the figures of only one year,
namely, 1919-20, when ecxpenditure was vigorously cut down, as it had
teen during the war, and wiso did not take into consideration the expenses
with which the province has since been burdened, amongst which the
Dacca University stands foremost.

I hope, in consideration of the peculiarly disadvantageous position in
which Bombay and Bengal have been placed by the Meston Award, and
in view of the fact that these are the two greatest industrial provinces in
India, it will be considered a matter of greut importance and urgency by
the Government of India to revise the Meston settlement at the ecarliest
cpportunity by a Committee presided over by one who has had no previous
connection with any of the provinces of India. But sotlong as the revision
be not possible, the Government of India will, it is hoped, not do away
with the rebate allowed to Bengal and paralyse the ordin activities of
the Government, as it is no longer possible to supplementatrge revenue by
sny fresh taxation, in view of the present condition of the province, nor
is any further retrenchment likely without interfering with the efficiency
-of the different departments of the Government.

Now, coming to the question of the salt tax, I am afraid a mere rebate
ot eight annas would not go far to satisfy the people, as every hope was
entertained that it would be brought down to its original level of Re. 1-4
in the Budget under discussion. If the Government had any justification
for the enhancement of such an odious tax last year, they have absolutely
none this year, as there is no such important question present as that of
balancing the Budget. 1t is simply amazing that the Government believe
that merely by the manipulation of the dealers they have lost two-thirds
-of the calculated increase from this tax. But, of course, Government know
better and it is difficult for an outsider to say anything more.

As to the small reduction of the cxcise duty on motor spirit, it is
certainly a small mercy for which those who are interested in motor
transport, etc., ought to be thankful; but when they remember that in
pre-war days they could buy petrol in Calcutta for twelve annas and in
Ilombay for Re. 1 per gullon, and when they also realise that although
they are in its home country they have to pay much more for it than
in any other country, they will be far from grateful and will be inclined
to think (rightly or wrongly) that the powerful oil ring is exercising its
nefarious influence against further reduction.

In conclusion, Sir, it is very satisfactory to note that the era of
unbalanced Budgets is at an end, and that the financial equilibrium has -
Toen re-established. at lesst so far as the Central Government s concerned.
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Tex HoNourabLE Lara RAM SARAN DAS (Punjab: Non-Muham-
madan): 8ir, we find that this year Government have after all been able-
t. balance the Budget though by mere paper entry and not by genuine
revenve. The crushing taxation which has been a great burden to the-
country has not yet been reduced, and I shall congratulate the Finance
Member when this crushing taxation is dispensed with. We are glad to
see, Sir, that there has been a steady revival in trade. We have a surplus
of 103 crores und 47 lakhs over our imports this year as against 62§ crores.
last year and aguinst an adverse balance of 29'60 crores for the year before
last. But at the same time, although trade is reviving, the bank rate
continues very high. We are very grateful to the Government for the
provision made by them under the currency emergency which was meant
to keep down the rate of interest and not to let it exceed 8 per cent. The
Imperial Bank of India has drawn over 12 crores, which is the maximum
limit under the present regulation, and even then we- find that the rate
of interest is going up. It is 9 per cent. now and there are fears that it
might go up to 10 per cent. In my humble opinion, Sir, the fixing of the
sum available at each rise in the bank rate is too rigid, so that some other

suitable method should be devised.

In this year, Sir, we find that the price of cotton has been about Rs. 21
per maund more than the normal. The production of India is about 50-
lakhs of cotton bales per year, and in this dommodity alone an additional
sum of not less than Rs. 52} crores is to be found. 8o, Sir, it is quite
clear that the present mnethod of utilising this emergency currency is not
meeting the demand of the country. We find, Sir, that the expenditure-
on the Kabul and Nepal Legations is being unjustly paid by India, and
so is the expenditure on the Persiun Gulf and Persia. We cannot under-
stand, Sir, when Canada is not paying the cost of the Legation at
Washington, why India should be made to pay for the Legations at Kabul,
and in Nepal and Persia.

We find, Sir, that, although our convict settlement has been practically
withdrawn from the Andaman Islands, our vearly expenditure on the
Andaman and Nicobar Islands is Rs. 41-19 lakhs, which even if we deduct
the income of Rs. 14:18 lakhs, leaves us with a net expenditure of Rs. 27
lakhs. I do not find, Sir, that there is any necessity for India to keep-
up this expenditure, and in my opinion the Government would do well
to let these Islands make their own Colony Government.

I find, 8ir, in the Postal and Telegraph estiinates the contract with the
British India Steam Navigation Company for carrying mails by sea to
various places has been increased by almost Rs. 5 lakhs a vear. This
Company used to carry mails previously at the rate of Rs. 10 lakhs a vear,
and now that demand is Rs. 15 lakhs, and in addition the contract is for
10 years. This is due to a monopoly, and T hope the Government will
see that such monopolies do not survive.

Sir, we are thankful to Government for reducing the petrol excise duty.
Petrol is now a monopoly of the Burma Oil Company in India. H¥s
Excellency lord Curzon, in his time of office, stopped the Standard Oil
Company taking over the Burma Oil fields, and that was a right step
which was made to avoid a combine from getting a monopoly of practically
the world’s oil supply. The Attock Oil Company started working in the
Punjab, and we see that that Company too has been swallowed up by the
Burma Oil Company. The Burma Oil Company people are able to sell
petrol cheaper in the British Isles than they can in India. This requires
the serious attention of the Government, and I strongly urge that, in
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worder to reduce the price of petrol and increase our revenue, an export duty
on petrol should be levied. _

As far as the military expenditure is concerned, Sir, I think
that it is still heavy. We are grateful to His Excellency the
Commander-in-Chief for bringing down the figure even to a lower level
than what was recommended by the Retrenchment Committee, but still
we find that India cannot bear this big burden. As regards gratuities to
.surplus officers of the Army, I may say, Sir, that for this a sum of 39
lnkhs has been provided as increuse in expenditure in the Army Budget.
In answer to my question in this Council on the 18th February last I
was given the information that the total amount paid in India on account
of gratuities to permunent officers of the Indian Army due to post-war
-requirements was us follows: ,

Rs.
During 1922-23 . . . . 51,27,104
Frcm 1st April 1923, up to 31st December 1923 . 11,37,921

In addition payments’ on account of gratuities and allowances have
been made in England to the following extent:

Ra.
During 1922 23 . . 09,39,748
From lst April 1923 to 31-t December 1923 57,42,045

“Thus, Sir, we find that the total amount thus paid including the 389
lakhs, which should really be 583 lakhs as it has been calculated on a two
%hilling exchange basis instead of a 1,4d. basis—adding this 584 lakhs to
the item which I have already mentioned it gives the big total of over
Rs. 2,87,96,818 which ix an enormous charge and which has been practically
the result of emploving more British officers to meet the demands of the
.great war. His FExcellency the Commander-in-Chief assured the House
that he will do his very best to get us a proper share from the British
War Office. T hope we shall get back the major part of the money which
has thus been spent. . . .

His ExceLLENcY THE COMMANDER-IN-CHIEF: So do L

Tur HoNoURABLE Lina RAM SARAN DAS: As regards Indianisation
of the Army, Sir, His Excclleney has assured us that everything possible
is being done in this direction. In this connection, Sir, I might say that
in the case of the University Corps which have been raised in all the
Provinces—even the officers in those University corps do not get any
commissioned rank. 1 cannot understand why the students who qualify
themselves in military training and who are on that account given the
rank of officers in their own corps are to be debarred from getting the
rank of a commissioned officer. . . . .

His ExceLLeNcy THE COMMANDER-IN-CHIEF: We have so far had
no applications from officers in the Training Corps of Universities for
permanent commissions. We have men in the Officers’ Training Corps,
but they have not asked for permanent commissions. Nor do I think
that as a body they are anxious to accept permanent regular commissions.

Tae HonouraBLE LaLa RAM SARAN DAS: Do I understand from
His Excellency the Commander-in-Chief that he will guarantee them
permanent dommissions if they apply?

- -
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‘His ExceiLewoy trE COMMANDER-IN.CHIEF: I certainly cannot.
guarantee anything, It will entirely depend upon their qualifications and
stt:ndﬁrd of education they have attained, as well as their physical fitness,
ete.

Tae HoNourABLE LatA RAM BARAN DAS: In case His Exccellency
the Commander-in-Chief is kind enough to lay down a certain standard
of qualification, it will be of great use to the students who want to get
permanent commissions in the Army.

Bir, nautical training is a great necessily in India, and I request the
Government to move in this direction soon.

Separation of the Railway Finance from the General Budget is very
desirable on principle, and I strongly advocate it.

We find, Bir, that our greatest industry in India, namely, the steal
industry is going from bad to worse, and in case this industry goes 1>
ruin, India will lose very heavily and industrial progress will get a great
set back. Therefore, 1 urge that all possible protection should be given
to the steel industry. ’

We find, Sir, that South African Conl and coal from other countries
is finding its way into India. It will be a source of revenue to Indin aa
well as an impetus to her own coal trade if un import duty on foreign
coal were imposed. The Assembly passed a Resolution to that effect,
and I hope the Honourable the Finance Member and the Governmeut
of India will see their way to accept the recommmendation of that repre-
sentative body.

The Madras Chamber of Commerce, or the Madras Merchants Associn-'
tion—I do mnot recollect which,—have strongly urged an increase in the
export duty on raw hides. From what I can find from the papers that
have been supplied to me, the duty would be desirable from the point of
view of Indian interests.

As regards the capitation churges and the churge for the transport of
British troops, His Excellency the Commander-in-Chief told us last year
thaf that was the subject of communication betwecn the Government of
India and the War Office. Sir, I now like to know whether any decision
has been arrived at in this matter.

As regards cotton duties, Sir, I might inention that, particularly at a
time when the cotton industry is not doing well, the Government should
see their way to abolish these duties and to help this industry when their
help is essential.

1 find that there is a very heavy duty on the import of commercinl
lorries and solid rubber” tyres. As these things are not meant for luxury,
but for commercial transport, I think the Government will do well to take
the import duties off lorries and solid rubber tyres.

We are glad to find, Sir, that certain Railways have introduced coupé
compartments in first and second class carringes, They are very com-
fortable and are popular and we hope that all the railways which havs
not hitherto adopted the coupé compartments will now do so. A man and
his wife can travel very conveniently and comfortably in such coupé com-
partments. I would, Bir, also mention that this will easily solve the
question of not reserving compariments for Europeans and Anglo-Indians.
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Tue HoNourasLe THE PRESIDENT: I would remihd the Honourable
Member that there is very little time and there are several other Membecs.
who wish to speak.

Tue HoNouRABLE Lara RAM SARAN DAS: Very well, Sir, 1 will close-
my remarks. I have only one other suggestion and that is, that all our-
foreign stores should be purchased on a rupee basis and not on the basis
of the coin of the country from which they are imported, and that the
salt duty should be brought down to Re. 1/4.

Tuc HoNouraBLE MaJor Nawae MOHAMED AKBAR KHAN (North-
West Frontier Province: Nominated Non-Official): Sir, 1 welcome the-
Budget so far as it has been put forward and I think that it is due solely
to the efforts of the Honourable the }inance Member that sueh imiprove-
ment has been made this year. I am told thag the Honourable the Finance:
Member has tuken muéch puains towards the working out of this Budget,
but what appears to me surprising is the expenditure on Railways. This.
year, Sir, the expenditure to be incurred on Railways is something like
Rs. 26,67,63,000 against n net receipt from the corresponding source of
Rs. 80,94,93,000, whereas the revised expenditure of 1928-24 for the same
was s, 26,90,87,000 against a net receipt in the last year of
Rs. 82,87,87,000. It is quite evident, therefore, that the nct receipt from
Ruilways in 1928-24 exceeded the net receipt of 1924-25 by one and a half
crores of rupees and that the cxpenditure on Railways in the year 1924-25
excceds the expenditurc of the lust year by nearly 66 lakhs of rupees. 1
am at a loss to understand why the expenditure estimate of 1924-25 in
connection with Railwavs is taken to be more than the last year when
the income in 1924-25 from the sume source is expected to be less than
the past one. That is to say, we had expected that Railways would briag
us more income and claim less expenditure, but I am sorry to realise that
we were mistaken i entertaining such hopes, From the business point
of view, the expenditurc estimate on Railways for 1924-25 is to tell doublv
on the Revenue estimate. The income is less and the expenditure is
greater, which ought to be less than the actual receipt. Will the Honour-
able the Finance Member be pleased to explain the circumstances under-
which the expenditure estimate for 1924-25 in connection with Railways
is estimated in excess of the last vear when the income from the same
for the year 1924-25 is expected to be deficient by one and a half crores
of rupees. Am I to understand, Sir, that it is due to some new- railways
being constructed in some parts of India or on account of something else?
I hope the Honourable Member will condescend to throw some light on
this point.

Sir, this morning my friend, the Honourable Sir Umar Hayat Khan,
advocated a forward policy on the Frontier. I for one, Sir, entirely
dis3ociate myself from the views expressed by my friend, Sir Umar Hayot
Khan. Sir, to be able to express an opinion on the frontier subject requires
a life-long study. A man cannot express an opinion in a light-hearted and
haphazard manner about a question of such magnitude, and a question of
that nature requires very long study. My friend, the Malik Sahib, has
dealt with the question in a very light-hearted manner and he thinks that
bis forward policy would not involve a very heavy expenditure on the
Budget. I admit that India has got resources, but one point that I waat
to ask him is this: ‘“ Will the Finance Member give him sufficient money
to carry out what he has been speaking of this morning? ** To me it
seems an impossibility. Consequently, I ask him, ‘‘ What will he gain



-484 COUNCIL OF STATE. [7ri Maron 1924.

[Major Nawab *Mohamed Akbar Khan.]
by that forward policy?’’ Is the country beyond the administrative
border a very rich one? Will not very heavy expenditure be incurred on
the useless expedition? Will that bring in any remuneration? Will it be
paying? I think not. Everything should be duly weighed before it is given
expression to in this House. To perform the tusk ubout which my Honoursble
friend has been talking this morning is not a very easy question. We peo-
ple, who live on the frontier, have studied the question, and 1 can ussure
this House that none of us are of that opinion. Lust year un inquiry was
made and the majority of the opinions expressed was not in favour of tha
forward policy. It is no use heing an arm-chair expert and expressing
your opinions. Your opinion must be expressed when vou know the resl
state of uffairs on the frontier, Coming and delivering u specch is quite
easy. But to carry vour speech into action is a different job. 1 hope
that my Honourable friend, Sir Umar Hayat Khan, when he expresses
his views again, will be kind enough to see to the expenditure side of the
expedition, which will involve us in a useless and unprofitable expenditure.

Tre HoNouraBLE SarDAR JOGENDRA SINGH (Punjub: 8ikh): At this
late hour I will only make a few remarks regarding how this Budg:t
affects us. There are two or three things which are essential; the foremost
being a stable currency. The Honourable the Finance Member in his
speech in Bombay and in his replies to the Chamber of Commerce has
explained his future exchange policy, but he has said little regarding
giving us a slable currency. The silver rupee, as he himself told us, 16
a token coin on the same level as the puper rupee note. The question is
nearly a century old. Stable currency is our urgent need and 1 want to
invite the attention of the Finance Member most csrnestly to this. The
second question, and I will not detain the House long in explaining it, is
the need of the creation of agricultural credits. 1t is known to everybody
who has to deal with agriculture how indebted we are nnd how limited are
our resources. What we need is agricultural credit if agriculture s io
make any progress. The third matter to which T wish to draw the atten-
tion of the House is some kind of provision for the provinces to raise loans.
Now when the provinces wish to raise loanx, there is some kind of difficult+
and they do not seem to have free access to the market. It ix absolutelv
pecessary that some kind of provision should be made xo that the provinees,
whenever thev require money for productive works, muy be able to raice
money easily. 1 want to invite the attention of the Finance Member
to another fact; it is that a very large amount of duty is collected on sugar.
He might devote part of that for promoting the manufacture of refined sugar
and promotion of the growing of good sugar-canes. The Finance Depart-
ment in the last five vears has reaped an enormous harvest from the sugar
duty, but not a penny has been devoted so far as the cultivation and pro
motion of the sugar industry is concerned. in spite of the clear recommenda-
tions of the Sugar Committee. Then, Sir, the Finance Member has put
proposals before the House regarding the use of the avnilable surplus.
He has promised large contributions to the provinces. He does not
favour the reduction of the salt duty and Mr. Bell in a verv clear speech
supports this view on economic grounds. He said that the remission 1
salt duty on economic grounds is not to be considered. I ain one with
‘Mr. Bell that if the economic grounds are strong enougb to prevent the
remission of the salt duty, it should remain, but when you come to consider
the other proposal the objection of the Finance Depariment does not seem
“t¢ be strong. You propose to give gertain sums to provinces, which after
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-all are not very large; it is not only men that would profit but the men and
‘the beasts both require salt and us the Finance Member’s speech itsz.f
whows, there is a fall in consumption. The men may not have reduced
-3alt but they have possibly starved the beasts. He could not therefore
do better than reduce the salt duty to Rs. 1-4-0 and abolish it some day.
I will not at this stage enter into the question of army expenditure. His
Excellency the Commander-in-Chief in the course of his very convincing
-speech gave an assurance to this House that he is most earnest'v consider
ing the question of reducing expenditure on the one side, keeping the
narmy efficient on the other, and at the same time Indianising the services.
We who have been connected with the Army for generations know whut
it means. We expect His FExcellency the Commander-in-Chief to
crente large reserves and utilise the man power that is available in the
cpuntry in training them for military service. The Honourable Sir Dinshaw
‘Wacha in his speech advised us that we should really confine ourselves
to matters relating to policy, and on this point before I conclude I want
to say that the steel trame which India needs and which India will need
whether it is made from Indian material or foreign material needs all the
strongth that we can give if. The steel frame is not composed only of
civil servants but is really largely supported by the Army, the men who
dedicate their lives to their country and are prepared to give their lives, at
any moment they may be called upon to do so. But what we expect ix
that in making up this steel frame more and more Indian material mav
‘be used, and that the steel frame may be strengthened so that the adminis-
tration of the country may continue to prosper. We must sink our
differences and realize, Indians and Englishmen, that we are working for
-one cause only, and that cause the prosperity of India, and if we for the
moment forget our differences which are not on the whole very material
and work together with mutual good-will, the progress of India would be
greater than it has been for the last 8 or 10 years. (Hear, hear). In
conclusion, I should like to invite the attention of the Finance Member
to the promotion of industries, to the promotion of agriculture. to the
promotion of irrigation, to the creation of wealth rather than to the ques-
tion of retrenchment. For vears India has been starved. What we need
is the creation of new wealth, and for that we need courace and enferprisc
which I think will be forthcoming if Indians and Englishmen would
sink their differences and work together in the great cause.

Trae HoNouraBLE Saiyip RAZA ALT (United Provirces East: Muham
madan): Sir, I just wish to offer a verv few observations on one aspect
onlv of the Budeet, namelv, the militarv aspect. I must at once sav, Sir,
that the speech delivered by His Excellencv the Commander-in-Chief has
gone a long wav to remove the apprehensions that were created in my
mind bv a newspaper report ‘of the speech that he made elsewhere. For
mv part T must at once sav that in desiring to offer criticisms on the
militarv aspect of the Budret the main obiect of the Indisn T.emiglature is
not to belittle the great services that are being rendered both by British
ard Tndian troons that are under His Fxcellencv’s charoe, hut to bring
about a state of affairs under which it shonld not be impossihle for India
‘to co-operate, if I mav sav so, with the Military Denartment on the ques-
tion of firarce. Sir, the Commarder-in-Chief in a speech which. if he will
permit me to sav so, was verv lucid so far as it went, thoush wnfortu-
nately it did not go far enough, made his position clear by pointing out
that, ro far as the minor questions are concerned, he was prenared to enn-
-sider them patiently, but at the same, time he made it quite clear that
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unfortunately it was not possible for him to embark on any brosd depar--
tures of policy involving the outlay on the army in India. In thig connec-
tion he reminded the House that India had a border of about 400 to 500
miles, and that there was no country in the world which had to keep watch
and ward over such a long border. Sir, the very brief reply 1 would make-
to His Excellency on this point would be that India had a border equally
long in the year 1902-03, and ye$, as His Excellency is well aware, the-
military Budget did not cost us more than 16} millions sterling.

His ExceuLENcy TRE COMMANDER-IN-CHIEF: May I point out to
the Honourable Member that in those days soldiers were very much
cheaper. 7

Tax HoNoURABLE Saivip RAZA ALI: In fact, Sir, His Excellency was
good enough to point that out in the course of his speech to which I listened
very attentively. I know that this is the contention of His Excellency the-
Commander-in-Chief, but in the printed speech of the Finance Member,.
the special attention of Honcurable Members has been drawn to the ten-
dency of prices to go down. As a matter of fact I find percentages have
also been worked out. The tendency is indeed for the cost of living to go-
down. It may not have reached the same level as obtained in the year
1918-14, but surely the tendency is to go down. Therefore, 8ir, let us see
what the present Budget amounts to. As I have mentioned, we started
in 1902-08 with a military expenditure of £164 million. It is instructive
to note that this went up in 1913-14 to £19} million. I am speaking of
course in round figures. Then tive years later, namely when we take the:
year 1918-19, we find that the Military Budget stood at £44% million,
more than double the sum of 1913-14 and in the present year, when the
Finance Member has exercised all his skill, all his ingenuity, to bring
down the Military expenditure, we find that it amounts to no less than
£40 million. Sir, I do not think it is a valid contention to urge that the
cost of living is solely responsible for this enormous and tremendous rise.
What, Sir, has been the military expenditure in England in recent years?
We find that if we take the case of the Army alone—as we know, there
defence consists of three arms—we find that although in 1922-23 the budget-
ed figure was £62 million, it went down in 1923-24, namely, the current
vear, to £52 million, a decrease of £10 million. Coming to the Navy, we
find that starting with £82 million in the year 1921-22, it went down to
£64 million in the next year, and again there was a decrease to £61 million
in the year 1923-24, namely, the current year. I have taken the Budget
figures, Sir. I have no doubt that when we get the actual figures, it
will be found that a more considerable reduction has been effected under
these two arms than is shown by the figures I have given. I am not un-
mindful of the fact that a small increase in the British Budget has taken
place in the case of the Air Force, but that increase is by no means a con-
siderable one. The increase amountg to £2 million, whereas the savings
that have been effected amount to more than £81 million. Sir, having
these figures hefore us, knowing, as we do, that Germany has gone, that
Russia is lving low, that Japan is a friend of the British Government, and
that with America we have not only no quarrel but we have no cause of
quarrel in the vears to come. May I ask His Excellency the Commander-
in-Chief s it fair, is it just, is it reasonable, to insist that India’s Budget,
even in a year of favourable conditions like these, should not amount to
lcss than £40 million, namely, Rs. 60 crores? I say, Sir, that that figure
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gives every true lower of India serious cause fer enxiety. ‘The real ques-
tion that will have to be decided by the Government in consultation witn
the people is, who is to decide how much money should be spent on our
defence? 8ir, let me make it quite clear that I am not one of those who
would exclusively give the power of deciding this point to even a distin-
guished soldier like His Excellency the Commander-in-Chief. Sir, it is
for the representatives of the people and the Government of this country
to decide a8 to how much money should be spent on defence and it is for
His Excellency to decide in what manner that money should be spent.
how much of it should be . . . . '

His ExceLLENCY T™HE COMMANDER-IN-CHIEF: May T just say that
it is also the Commander-in-Chief's duty to decide whether this country
ir adequately defended or whether it is not. I speak with a full sense of
responaibility, and 1 hope the Honourable Member will appreciate that 1
am the responsible person who has to advise the Government.

Tur HoNoURABLE Saryip RAZA AlLI: Sir, there is not a word that I
have uttered without being deeply sensible of its meaning . . . . . .

Toe HonouraBLg PEE PRESIDENT: I must remind the Honourable
Member that many other Honourable Members still wish to speak.

Tae HoNotRABLE SAryip RAZA ALI: I am sorry. I will leave it at
that. [ appreciute every word that has fallen trom His Excellency. But
this, Sir, is a question of principle. 1t is for Hig Exceuency to advise and
decide on methods of defence that India should employ. His Excellency s
advice on this question would be entitled to our highest respect; but 1
submit, 8ir,—sand that is where I differ from His Excellency—it is not
for him to have the final word on the question, and that is the crux of the
whole matter. That is the question that will have to be fought out one
day. It is for the representatives of the people to say ‘‘We give you so
much money; please employ it to the greatest advantage of the country.’
It is for His Excellency to say how much should be spent on the air force,
how mueh on cavalry, how mugh on infantry, and so on. Therefore, Sir,
I would wind up only by saying that our present military expenditure is
a verv serious matter. I azain say that I am not prepared to take His
Hxcellency’s speech, sympathetic though it was, as the last word on the
subject, and I expect and the country expects His Excellency to bring down
the Budget to the figure recommended by the Inchcape Committee, namely,
50 crores, and not a pie more than that.

Tne HonouraBLE Dr. DWARKANATH MITTER (West Bengal:
Non-Muhammadan): Sir, 1 join heartily in the congratulations which
have been offered to the Honourable the Finance Member on the very
‘interesting Financial Statement which he has presented to the Council
this year. After several lean vears which have been years of recurring
deficits we have been presented this year with a Budget which shows #
real surplus of 3 crores 88 lakhs. With such a large surplus at hig dix-
posal one would have expected the Honourable the Finance Member would
recommend the reduction of the salt duty from Rs. 2-8 to Re. 1-4 per
maund—the dutv which existed before it was doubled to meet an extra-
ordinary situation, namely, the balancing of the Budget of 1928-24. This
was all the more necessarv as the doubling of the salt tax was in the
teeth of the opposition of the Legislative Assembly and of ten Honourable

E 2
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Members of tms House. 1 venture to think that it iz by no means prudent
or desirable to keep on a tax after the necessivy for ite initial ‘imposition
has ceased to exist. 'T'he taxation was, as | have already indicated, re-
sorted to at a time when the Government found itself face to face with
what it considered to be 8 grave financial difficulty in order to enable it to
balance revenue and ‘expenditure. Such taxation ought to be continued
only so long as this strained state of finance lasts. Bir, to retain a tax so
imposed side by side with a large surplus seems to be opposed -to all the
received canbns of good finance. Nothine can be more indefensible than
to raise from the people a larger revenue than 1s fairly needed for the re®
quirements of the people. Major Baring (arterwards Lord Cromer) when
presenting the Financial Statement of 1882-8 said:

* It is of course desirsble to estimate for a moderate surplus. But to keep on taxes
in order to secure too large a surplus is unjustifiable.”

It seems to me, however, that the Honourable the Finance Member would
have recommended the reduction of the salt duty to it original level had
he not allowed the issue to be complicated by the consideration of the
necessity of reducing the Provincial contributions. ‘I'he Homourable the
Finance Member, it must bhe said in fairness to him, recognises the sound-
ness of the position that the question of the reduction of the salt tax is to
be looked at from a standpoint which includes considerations wider than
those which are purely financial and economic. The Finance Member
states rightly enough that it is a national question which ought to be looked
at from a national standpoint. But he is not prepared to give full prac-
tical effect to it by following it to its logical consequences. He would
give partial etfect to it by reducing the duty to Rs. 2. Bir, in a country
so poor ag India is, it is essential that the weight of public burdens should
be kept as light as possible. The salt duty question in India is essen-
tially 8 poor man’s question, for it is the poorer many—and not the richer
few—who eat more salt when it is cheap and less when it is dear. Rs. 2
per maund ig indeed a very heavy tax on a prime necessary of life which,
as a distinguished political economist said, should be as free as the air we
breathe and the water we drink. To my mind a low duty on salt places
at the disposal of the Government a valuable financial reserve, and it is
now beyond cavil or -controversy that the relief accorded directly benefits
the poorer classes of the community. The Honourable the Finance Mem-
ber observes:

‘“ We can if we like reduce the salt tax to Re. 1/4 but by doing s0 we do a
definite disservice to the true interests of Indiaa finances."

8ir, in these observations of the Honourable Sir Basil Blackett I can dis-
cern the underlying idea of belief that the imposition of & tax of Rs. 2
on salt does not press very heavily on the people and that the opposition,
+ which he must then have anticipated would be one based on sentimental
reasous or other reasons than economic. I can assure the Honourable
the Finance Member that my grounds are neither sentimental nor -politi-
cal. The reduction of the salt tax to its original level will be appreciated
in the millions of Indian homes where even common salt is regarded as
luxury. In lightening the salt tax the Government would. lighten in no
small measure the hard destiny of the toiling masses who constitute the
real people and who ought to be their first care. A distinguished and bril-
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liant Viceroy of India while referring to the salt tax as the tax that touches
all classes down to the very humblest said:

* My view has always been that, as the revenue of this country comes in the main
from the le of the country, it is to the people that the dis ble surplus, if there
be one, smgd return. +And who are tne people of whom I speak?! They are the
gstient, humble millions, toiling at the well and at the plough knowing little of

udgets, but very painfully aware of the narrow margin between sufficiency and
indigence. It is to them that my heart goes out.’”
I can only earnestly trust that the Honourable Sir Basil Blackett will feel
for the toiling millions this year as the Viveroy felt and will reduce the
tax to its original level. Let him look at it from the National standpoint
which is not to be gauged by the benefit which some provinces receive—
but which is to be judged by the measure of relief granted to the toiling
masses of India who, as I have already said, constitute the real people.
1 tfully realize that the Honourable the Finance Member’s recommenda-
tions for a partial reduction may be justified by his anxiety about the
future of India’s finances. The Honourable the Finance Member feels that
the eftect of the reduction to Re. 1/4 would be that there would be no
surplus to be utilised for the reduction in the Provincial contributions and
that the Department of Sanitation and Education in some of the Pro-
vinces would be neglected and the improvements. necessitated by the
reforms would be retarded. It is quite likely that such a result might
follow; and the Honourable the Finance Member will have to look to other
sources for Provincial contributions if the Provinces cannot do withoyt
them. I can however make only one suggestion and that is this. The
crores which are held in suspense pending the decision of the Privy Council
might be utilised for meeting such emergent expenditure which may be
absolutely necessary for carrying on the administration in any of the four
Provinces who would have got the reduction in their contributions in case
the duty was reduced to Rs. 2 per maund. For it is not likely that the Privy’
Council will decide before the beginning of the next financial vear. 1 am
not unmindful, however, of the criticism to which this arrangement might
be open, namely, you cannot base permanent reductions in the Provincial
contributions on money which is available on certain contingencies.

The next question to which I desire to direct the attention of the House
is the somewhat perplexing question of the separation of Railway finance
fiom General finance. What the effect of the separation will be has been
explained at page 211, paragraph 40. I need not quote from that.

The merits of the new settlements proposed are explained therein and in
the opinion of Sir Basil Blackett there is no reform which offers greater
attractions and greater benefits to our finances and our Railways alike.
I am also not unmindful of the recommendations of the Acworth Com-
mittee which favours separation. But one serious obstacle to the change:
proposed is the provision of the Government of India Act, which renders
it essential that all the Railway expenditure must be considered by the
Legislative Assembly and their vote taken with regard to the said expen-
diture.

Tae HoNouraBLE Sir BASIL BLACKETT: There is no obstacle, Sir.

Tur HoNovraBLE DR. DWARKANATH MITTER : Will you kindly listen-
to the next sentence. This provision which is contained in section 67A (5)
of the Government of India Act, is absolutely inconsistent with separa-
tion, and I do not think that this new system can be given effect to with-
out the amendment of the Government of India Act in this behalf. But
jv is said that the object might be gained by the establishment of a con-
vention by which the Assembly will cqutinue to vote the money for the:
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Railways in a form but they will not in practice require of the Railways
strioct adherence to the figures laid down annually in advance. 1o me 1t
seams that you cangot through the medium of convention override the in-
tention of the Legislature. In England the conventions of the coustitu-
tion make up the constitutional morality of the day. They are all con

stantly acted upon and since they cannot be enforced by a court of law have
nc claim to be considered laws. They will be found, however, on ocareful .
examination, to possess one common quality or property. ‘They are all
rules for determining the mode in which the discretionary powers of.th:
Crown or of the Ministers as servants of the Crown ought to be exercised.
The Statute gives no discretion to the Legislative Assembly in the matter.
It is not a mere matter of legislative procedure which you can change by
means of a convention. For this view I have the high authority of I’rofes-
sor Dicey who is a great autharity on constitutional law. I1i reform is
needed it can only be by legislation. But, assuming, Sir, the legal objec-
tioh ean be'met, one would be tempted to think that the authority of the
Legislative Assembly over the Railways would be sensibly diminished.

Tae HonourasLa THB PRESIDENT: Order, order, when I called upon
the Honourable Member very late in the evening 1 had no idea he intended
W read a written speech. I supposed he was going to make a few
rearks.

TR HonouraBLg Dr. DWARKANATH MITTER: I would indicate
this. It seems there was a semsible diminution of the powers of the.Legis-
lative Assembly. It is a subject on the merits o1 which I can only speak
with diffidence. - If the reform means an abrogation of the powers of the
Legislative Assembly or the Government of India in any way, it has not
my support.

The next thing I wish to say is with regard to Provincial contributions.
It seems Sir Basil Blackett has not considered the case of Bengal and its
plight under the Meston award. Whereas he allows permanent redue--
tions from other Provinces, he only refers in an indirect way to the ques
tion of Bengal’s permanent reduction.

With regard to military expenditure, I have only one word to say, thai
we appreciate the spirit in which the matter has been approached by
His Excellency the Commander-in-Chief. There is a general demand that
military expenditure should be further reduced, and I feel sure that His
Excellency the Commander-in-Chief, who must have noticed the almost
complete unanimity of the opinion of this House that there should be fur-
ther reduction, will co-operate with the House in this matter.

Tre HoNouvraBLE Stk BASIL BLACKETT (Finance Member): Sir, twice
during the course of the delightful hour which was devoted this morning
te eulogies on yourself on the occasion of your new appointment, you
rather basely, as it seemed to me, ttied to find an escape from the sincere
praises of your friends through sttributing t6 me an insincere desire to get
immediately to the discussion of the Budget. I did not intervene at the
time, though I should have liked to have done g0, because I felt I should
have been intruding om a happy family gathering and I might have made
myself unpopular had I gloated over the captiwe that had been made for
;l;?nother Council to which I belong and for the other Homse to which I

Dg. . * '
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Tae HonouraBLk Dr. Sih DEVA PRASAD SARVADHIKARY : I hope
you will spare the Honourable Member for this Council.

Tee HonourAsLe S BASIL BLACKETT: I should like, although it
ds a little past the time, to join in hearty congratulations to everybody but
yourself on the acquisition that has been secured for the Government of
India and the Home Membership.

I will not say very much more about the subject of military expendi-
ture which has taken up a considerable portion of the discussion in this
Bouse. I should like first to refer to the remarks of the last speaker but
cne who drew attention to the fall in the total expenditure on the Army
Budget in England during the last two or three years. He seemed to
think that what we had done in this country compared very unfavourably
with the results in England. 1t is a common bit of rhetoric I find to talk
about the ever growing military expenditure in this country, the conti-
nually increasing burden. I should like to repeat some figures I have
-already given elsewhere. The actual expenditure in 1920-21 was 87 crores
88 lakhs net military expenditure. In 1921-22 it was 69 crores and 81
lakhs. In 1922-23 it was 65 crores and 11 lakhs. In 1928-24, according
to our latest estimate, it is 59 crores and 74 lakhs. That is a reduction
from 192021 to 1928-24 of no less than 27} crores. If still stands |
at a high figure, Sir, as I have said elsewhere, but I cannot pass the con-
tinued statement that we have an ever-growing military expenditure.

The subject of the separation of Railway from General Finance has
jbeen mentioned by several speakers. I think that every one, except the
last speaker, has been generally favourable to the proposal. I should like
to assure the last speaker that we have also high legal authority for believ-
ing that what we propose is entirely possible within the limits of the
Government of India Act. In the second place, I should like to say that
there seems to be a misapprehension in some quarters among those who
ure hesitant about this proposed change, as to its effect on the control of
the Finance Department of the Government of India over the Railway De-
partment of the Government of India and of the control of the Assembly
-over the Railway Department. Now, Sir, no change whatsoever is being
proposed in the extent of the control either of the Finance Department
or of the Legislature. On the contrary it is my belief that with the changes
that have been made last year in the appointment of a Financial Com-
missioner of Railways, in accordance with the recommendations of the Re-
trenchment Committee, and with the working ‘out of those changoes in con-
nection with separation, the control of the Finance Department over the
Railway Department finance has been very greatly improved. That is
.certainly the view of the Commerce Member who gloats over the fact
because he knows its value; and it is certainly. my view. The change
that is proposed—the essence of the change that is proposed—is that that
control should no longer be exercised by the Finance Member and the
Finance Department for the purpose of raiding the railways for the benefit
of general finance, but that it should be exercised for the purpose of enabl-
ing the railways to earn their money at less expense and carry on the ser-
vices which they carry on for the country and its transportation at a cheaper
rate and give better service. It is the purpose for which control is” exercised
that is to be changed—nothing else. There is no change in the extent of the
control. On the contrary, I believe that both the control of the Finance
Department and the control of the Assembly, as it will be worked out, will
‘be increased. But it will not be exercised simply for the sake of obtain-
ing money from the railways which those railways have not really earned.



472 COUNCIL OF STATE. [7rE Marcm 1024.

[Sir Basil Blackett. ]

That has been the difficulty. For years we have takem money from ths
railways which .they have not earned and occasionally railways have come
back to us and taken money from us at & time when we badly wanted it,.
because, owing to previous under-expenditure, they werb in a condition that
did not allow them to go on paying us the amount that we hoped to get
from them. The subject is a technical one, and I do not wish to go very
much further into it to-day, but I do assure the House that that is the
kernel of the matter. It is to run the Railways for their primary purpose,
tc transport passengers and goods at the quickest rate and at the least
cost that is compatible with the essential requirements, and at the same
time to secure that the railways should pay to the State a fair return on
the amount which it has invested in those Railways. I lay down three
propositions : the first is that the railways of a country should not be sub-
sidised by the taxpayer; the second is that the railways of a country should
not be used as a method of indirect taxation; and the third that would
follow from these two, would be that the railways, if they are in the hands
of the State, should pay annually to the State in addition to the full
amount of interest on the capital invested in those railways by the State,
some further contribution in view of the fact that the State lends to the
railways its credit and that the State would obtain income-tax from those
railways if they were in private hands, but that after paying the whole
interest and an additional contribution, anything further that the railways
can earn ought to be used either for cheapening transport or for improving
it. I was very much interested to find so many Members referring to this
subject and to the subject of debt reduction, because I believe that one of
the most important things that we have to do, if we want to go ahead, in
order to put our finances finally in order after the disturbances caused by tha
war, is to deal with these major problems which, as I said in my Budget
speech, are of an importance which extends far bevond the immediate year
ahead of us. As regards the subject of debt reduction, it has been suggest-
ed by several Members in this House that they would like to have an
opportunity of discussing the subject at somewhat greater length than it
was possible for them to do under your stern guidance to-day, especially as
& god many of them had other subjects to speak on as well. That is a
m#&ter on which I can express no opinion, but T see no reason why, if an
Honourable Member wishes to have the subject discussed, he might not
make arrangements, at any rate in the September Session, by a Resolu-
tion on the subject to bring the matter before the House.

The criticisms that have been mnade, I think, were chiefly those brought
forward by Mr. Bell in & speech on which I should like to congratulate him
and the House. 1 stated in my Budget speech that the periods which
were suggested were not the only possible or the only reasonable ones,
and he suggested slightly different ones. I will not enter into the general
question. But I should like to ask himn, with reference to New Delhi
whether his suggestion to spread it over thirty years is his final view, when
he considers that the generation that 18 to come will certainly bave to pay
extra expenditure for the upkeep of New Delhi and ought not therefore
to be charged for very long with interest on the money spent on building it.
(The Honourable Dr. Sir Deva Prasad Sarvadhikary: ‘‘ Is thirty yeats
the life of New Delhi?’’) I hope that New Delhi will live for ever. But I
do not think that the taxpaver who has to pay the extra cost for the occupa-
tion of New Delhi should also be expected to repav the whole of the originak
cost of building it. Another subject connected with debt wgs mentioned ¥
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think by Mr. Sethna, the non-expenditure of the special additional provision
of 80 lakhs of rupees for depreciation funds. Now, the position as regards

that is that. under our contract with the holders of the two b per cent. loans,.
we have to set aside each year a certain sum of money to be applied in

purchasing that debt in the market when it stands below its issue price.

One of these issues stands well above its issue price. We cannot therefore

use the obligatory depreciation fund for the purpose. The other is rapidly

inclining towards 1ts issue price and I do not think that, in view of the
fact that we have a continuous programme of borrowing at present, we ought.
necessarily ta be in a hurry to push it up above the level of its comparative

level with other stocks simply because we have a large sum in hand.

Surely a depreciation fund which exists for the purpose of keeping up the
price of stock ought not to be accumulated unduly. When we are unable
tc spend the whole of the contractual fund, is it necessary to make special
addition to it? It might be suggested that it is desirable to divert that
specini 80 lakhs to the general sinking fund. I do not think that was
Mr. Sethna’s suggestion. If it was, of course it would mean that we
should be embarking on a programme of dealing with our debt at a
rate considerably faster than the rate which I have suggested tentatively on:
the basis of the figures included in my Budget speech.

Mr. Samaldas spoke about the post office cash certificates and the pos-
sibilities of encouragement of co-operative and industrial banks. Now, it
is my belief that nothing succeeds like success, that post effice cash certi-
ficates, by encouraging the habit of saving, automatically increase the popu-
larity of other methods of saving.. That I think has been the experience
all over the world,—that encouragement of saving in one direction improves
the general tendency to save all round. That certainly was the experience
of England during the war when the campaign for the sale of national
savings certificates was carried on, and it is also true since the war. It
does not result in any reduction in the deposits in the post office and other
savings banks, in a reduction in the amounts that were invested in the
building societies and the co-operative societies, but it brings about a general
increase all round. The campaign for saving which brought in hundreds of
millions into the cash certificatcs did not take money away from other
forms of saving but increased the tendency to save. I gather that Mr.
Lalubhai’s point was that it would be desirable that we should spend more
moncy, that the Government of India should spend more money, on provid-
iny working capital for agricultural banks and industrial banks. I hold
strongly, Sir, that it is not the function either of the Government of India
or of the Imperial Bank to find the working capital for industrial enter-
priscs. It is their duty no doubt, in certain directions, to encourage indus-
trial enterprise of all sorts, but the use of Government morfey to bolster
up every kind of institution, to make people expect Government assistance
inetela:.d of relying on self-help, is, I believe, not the way to secure enduring
results.

Mr. Lalubhai Samaldas asked also how much of the 2 crores which we-
shz_).ll have to pay back to the railways in the event of the judgment of the
Privy Council going against us will come back to the Government. I have.
not got exact figures, but a good part of it will go back to the railway com--
panies. What does come back to the Government will mostly come back

"in the form of a reduction of their capital expenditure. It is & payment
out of our income of lust year.” What comes back will be mainly in reduc-
tion of the capital expenditure on the railways. It does not come back
as Income to any large extent.

R)
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M:. Samaldes went on to suggest that the 8 orores which require to.be
written off from the value of the stores held by the Railway Department
ougkt to be charged against the revenue of next year, 1924-35, and that it
is unsound to spread it over a period of ten years. He further asked why
in the Railway Memorandum a period of five years only was mentioned
whereas ten years is mentioned in the Budget speech. The reason for the
last difference is simply that the Railway Department were only
budgetting for five years ahead. They were only dealing with
a five year programme. They believe that it is quite probable that,
granted the railway separation, they will succeed in paying off the whole
of the 3 crores out of the surplus profits within five years. There is no
difference of intention between the two statements. As regards the ques-
tion of the soundness or otherwise of the proposal, I am delighted to wel-
come Saul among the Prophets. As far as I remember, last year he was
not quite so certqin about the soundness of providing a Budget balance and
had even some belief that if he could not find it in better ways, we might
possibly find it by charging to capital things that we bad hitherto charged
to revenue But I am delighted to welcomne him and to see that the leaven
of last vear is working. But I think that I can answer his suggestion.
That 8 crores is in reality an addition to our accumulated deficits. That
is really what has happened. It is really a concealed addition to the
-deficits that have been incurred since the war. We only discovered it this
vear, but it is a concealed addition and 1 think that it is reasonable, when
vou are spreading over a period of 25 vears according to my suggestion
{or even longer according to other suggestions) the repayment of those
deficits, that yon should in this particular case make a provision which does
not charge the sum against the revenue of this year only, but spreads it
over a maximum of ten years. It must be remembered that it is a purely
bouk transaction. The money has been spent; the goods have been bought;
they have been held in stock, but their value is not what was spent on them.
It is really a loss that has been incurred in actual fact. It is not a new
payment of 3 crores which we provide by borrowing.

TBE HoNourABLE 81k MANECKJI DADABHOY: (‘an you not dispose
it off by auection?

Tae HoxouraBLe Sik BASIL BLACKETT: The question of the dis-
posal of the stores is a quite different one. 1 am afraid that some of them
will havé to be disposed of by auction and 1 hope Sir Maneckji Dadabhoy
will be willing to buy some of them.

I come now to a series of connected subjects, exchange, the question of
expansion of currency and the credit to revenue of that part of the Gold
Standard Reserve which is in excess of 40 million sterling. As regards the
latter the arrangement made after 1920 in aceordance with a suggeestion of
the Babington Smith Report was that anv portion of the Gold Standard
Reserve, in excess of 40 million sterling that is all the automatic increases
in the Regerve caused by the earnings of the securitics in which it is in-
vested, should be used for cancelling what are known as the created securi-
ties in the Paper Currency Reserve or more popularly for the purpose of
deflation. Last year—in the Budget for the current year—it was proposed
and accepted by the Assembly and by this House that allocation of this
particular sum to contraction of the currencv should not he continued for
the year 1928-24, but that the sum in question, which is cash actually
coming in, should be used as part of our revenue in the same wav as had
already been done in the case of the earnings of the Paper Currency Reserve
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sbout which s similar suggestion had been made by the Bubington Smith
Report. Now we have learnt & good deal about currency that we did not
know at the time when the Babington Smith Committee issued its report,
but I think it is sufficient for me to say without arguing the matter that at
tho present moment. to go in for special deflation by paying in rupees in
this country and cancelling rupees against the earnings of the Gold Stand-
ard Reserve is not a desirable proceeding. It has exactly the opposite effect
to that expansion of the currency which several Members have been speak-
iny about tc-day. We cught to be free, I think, to effect a contraction of
the currency with reference to the requircments of the market and not
siruply on o formula without reference to those requirements. Had we
been using the formula that was in force two or three years ago we should
have had tc contract the currency rather violently by 6 or 7 crores this
year just at a time when it was being expanded under the Paper Currency
Act of last summer and being further expanded by the issue of paper currency
in this country against sums remitted Home. More than one Honourable
Member mentioned the question of exchange. I do not think I can add
anything to the absence of reasons which I have given for fixing on 1s. 4}d.
as the best shot that can be made for Budget purposes. Anything that
I say might be quoted in evidence against me. But as regards the question
cf the methods of remittance it was suggested that it was not desirable
to effect large remittances in the winter because at that time we are tak-
ing money from this country when it is required for the purposes of the
trade and business here. My answer to that is that, first, remittance of
money to London does not take it away from here because it is
onl, a remittance transaction. Secondly, remittance of money to
Lovdon is a method by which we have been able to expand the
currency by 12 crores, by way of special addition to the currency
during the winter against sterling in London. That is a perfectly legi-
tirnate expansion at a time of stringent money conditions, made possible
by the verv fact that we have effected our remittances in excess for the
moment of our absolute needs in London. By doing so, as the House is
aware, we have been able to build up a position of considerable strength
in London which makes it possible for us to avoid, as everybody will agree
to the great advantage of this country, the necessity of any external loan
this year.

On the question of the ¢xpansion of the currency on the stringencv which
'has ocourred in the money market 1 think I must confess that it is a sub-
jert which is so difficult that it is almost impossible to deal with it even
reasonably satisfactorily in this speech. @We made a fresh experiment
last summer= in passing a Paper Currency Act increasing from five to twelve
crores the maximum that could be advanced from the Paper Curremcy
Reserve to the Imperial Bank in time of need against hundis. As a matter
of fact it would not have helped us if we had passed a higher maximum
than 12 crores because the Imperial Banks have the greatest difficulty in
-gecuring the necessary amount of kundis as it is, so that 12 crores would
huve been & practical maximum even if the legal figure had been higher.
But, as I have said, we have been dble to add to that expansion a parallel
exiansion of 12 crores by the creation of a paper currency against sterling
in London making the total expansion during this winter 24 crores. Yet,
in spite of that expansion, the money market has been in a position of even
greater stringency than a year ago. What is the cause of that stringency?
The simple answer is that we live in the northern hemisphere, that crops
come in dnd have to be paid for in the aututhn -and during the winter when
‘th2y are being moved, that curreney goés up ecountry and a larger amount
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of currency circulates at that time. The reason for special stringenoy,
this year, as far as I can make out, is that the price of cotton was parti-
cularly high and that for some reason, whether becauge it was not a good
marriage year or on some other account, the amount of bullion offtake has
beea less than might have been expected in a period of such prosperity.
The price of cotton has affected the situation in two ways. First of all, it
has caused a larger amount of cash to go upcountry to pay for the cotton
owing to the price being high, and secondly that money has come back
more slowly because, cotton prices being high, cotton manufactured goods
havc been high and people have been less willing to buy them. The only
ultimate sotution of this problem is I am sure an improved banking situa-
tion. Until the average agriculturist is in the habit of taking his cash to a
loca! bank so that it no longer becomes locked up for months but is in
ciroulation all the time, we shall have this problem with us. Certainly
the situatior requires very close watching. We have still the final ex-
perience of the year to come through, we still have to find out how con-
traction is to be effected and in what way it will react upon market condi-
tions, because, as I have said, we have expanded the currency by 24 crores
and, if we are going to contract it by a corresponding 24 crores during the
summer, the market will be seriously interested in the effect that such
contraction will have.

On the subject of the Tariff Board's report, I do not think I can say
more than that we have just received signed proof sheets of that report.
8n we are just in the position of having received the report. *

Several Honourable Members referred to the price of petrol and to the
reduction in petrol duty. I should like to correct one mis-statement that
was made. The price of petrol in London to-day is higher than the prico in
India if the excise were excluded; that is to say, the difference between
the price in London and the price in India is less than is represented by the
six-anna excise duty here. This is partly due to the recent rise in price in
London. But we may well hope that the difference between the prices
in the two countries will shortly be made even smaller, as presumably
the reduction of 1} annas in the excise duty will very quickly be
reflected in a reduction of the price.

Mr. Bell asked some question about the effect of the Inchcape Com-
mittee’s reductions; he drew attention to some discrepancies, as they
seemed to be, between our statements as to the effect that had been
given to these reductions and the figures which he noticed. I have already
taid that in the case of the military expenditure we have in fact given
effect to slightly larger reductions than were recommended by the
Retrenchment Committee,—we have done a little better than the
Retrenchment Commiittee's figure, up to date. His Excellency the Com-
mander-in-Chief was left a certain amount of discretion in the @matter,
and, though in some cases he has not carried out the exact reductions recom-
mended by the Retrenchment Committee, he has been able to find others,
so that the total effect on the military Budget is that a larger reduction
has been made than was actually recommended, than was specially
recommended, by the Retrenchment Committee. I need not enter into
the disturbing element of the 2} crores of non-recurrent reductions in the
military expenditure which were made last year and which could not be
repeated this year, which makes the comparison between.the two years
a little intricate. On the Civil side, T think it is also true, 4hough I have
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pot got the exact figures, that in the estimate for 1924-25 we shall have
made the full reduction, so far as value is concerned, recommended by
the Retrenchment Committee, and possibly a little more. I have no
doubt, though I have not ldoked into the actual discrepancy, that the
.explanation of the discrepancy to which Mr. Bell draws attention is that
rome part of the Inchcape Committee’s reductions were definitely ngn-
recurrent, in particular, the reduction in the programme revenue expendi-
ture of the railways. That was definitely non-recurrent. If allowance is
made for that, and for the increase of, I believe. over 4 crores in interest
charges as compared with 1922-28, the discrepancy is probably more than
fully explained. The difference between the railway figures for this year
and the last year, to which attention was drawn by the Honourable
Member behind mie, is also explained I think mainly by that non-recurrent
cut that was made last year in programme revenue expenditure. That
was of course simply a postponement of absolutely unavoidable expendi-
ture; it was simply postponing making good. keeping up to the mark,
our railway properties. Tt is a sort of reduction that may be justified
in a real emergency but which has to be made good afterwards, and it is
that sort of disturbing elemept in our annual Budgets that we hope we
shall get rid.of by the proposals regarding separation. '

I am not sure whether the House will desire me to say more than what
ér was said yesterday in another place in regard to the

M Secretary of State’s alleged condemnation of the salt
tax. But I do think that some of the things that have
heen said here to-day are mnot entirely fair either to the Sec-
retary of State or to the Government of India. Let Honourablé
Members bear this fact in mind. The Budget of the Government of
India was fully known to, and approved by, the Secretary of State; their
recommendations, including their recommendation—a strong recommen-
-dation—of a two rupee salt duty had received his full approval and support.
Yet he is supposed to have got up almost on the day on which the final
proposals in regard to this year's Budget were committed to the printer
and to have condemned the salt tax. Now. is it conceivable that that
was done? The Secretary of State says that he had not for a moment
any such intention in mind. Honourable Members say that there has
been some kind of backstairs influence brought to bear. I ask them, is
it conceivable that a Secretary of State would intentionally get up and
condemn as an iniquitous and a horrible impost & tax which just at that
moment he had authorised the Government of India to introduce and
indeed to recommend to the Indian Legislature with his full support and
approval. It is quite inconceivable to me and I have no doubt that the
Secretary of State had been entirely misunderstood. : I am afraid that e
good many Members of this Houpe suffer from the same bad education
in history which the Secretary of State has outgrown. He said that he
had been brought up to believe certain. things about salt duties in general,
that it had been ingrained in his bzains that a salt duty was a wicked
thing but he did not say, .and never for s inoment meant, that when he
had grown up he had not put away that childish belief. I think the difficulty
in India is that people are unwilling to face the true facts. Because
they have grown up in the belief' that-a salt tax is something objection-
gble, nothing will convenience them ever to begin even to consider in their
minds whether that is true or wholly true. It has been said to me by
a gentleman, whom I will not name because it will. be unfair to him but a
very well known and respected Indian Member of the Legislature, that
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the fact is that this belief in the wickedness of the salt tax is an ineradi-
cable financial heresy in India. The Government of India put forwarl
proposals ‘dealing with their surplus of 336 lakhs, which I notice one of
my Honourable friends, I think it was Mr. Sgthnu,‘.said was not a real
surplus, because we overestimated our revenue. The Government of
India have put forward proposals for dealing with that surplus by dividing
it as to 180 lakhs in the reduction of the salt duty to Rs. 2 per maund
and as to Rs. 150 lakhs in making a beginnjng in reduction of Provincial
contributions. Various views have been expressed in this House as to
that proposal {o-day and 1 am glad to notice that the fact that the
problem is a problem which has to be considered—und considered on its
merits—and an answer given—has been recogniged in this House more
penerally than (I was disappointed to observe) it was recognised in
another place. Mr. Natesan gave us a boiling torrent of prepared oratory,
the gist of which was a little difficult to catch, but the conclusion to which
the torrent boiled down, as far as I could see. was that it was wrong of
the Government to have given the responsibility to the Assembly, that
they ought to have taken the responsibility upon themselves and that
the salt tax was bad and Provincial contributions were bad Bnd we ought
to use the whole of the money for both purposes. He did not explain
how we were to get the money, except by a general statement that
military expenditure must be reduced. Now, I quite understand the
desire of this House for a reduction of military expenditure. But does
anybody in this House believe that, if the most ardent demands of the
'most ardent Swarajists were accepted to-day, it will be possible to reduce
the military Budget for 1824-25 by an anna?

THE HoNovraBLE Sarvip RAZA ALI: I am not a Swarajist, but 1
believe it can be reduced.

Tae HonouraBLE Sir BASIL BLACKETT: On the contrary, I believe,
and this has been said by more than one Member of this House, that the
rnmediate effect would necessafily be an increase of expenditure. If you
ere going to get this Indianised army—and I do not for one moment suggest
that it is not most desirable or that it should not come .as early as possible—
it is necessary that I should try and place certain facts before you. For
this army, education is, st any rate, urgently necessary and money must
be spent on education. Mr, Lalubhai S8amaldas, I .think, actually said
that he would be willing to give more money for this purpose but he did
not say where it was to come from. (A4 Voice: ** By fresh taxation )
Fresh taxation, presumably. 8o long as we are dealing with the problem
of 1924-25, though I quite recognise that in this discussion the discussion
of the Indianisation of the army and its ultimate expenditure is quite
relevant, any suggestion that we can get more money by reducing military
expenditure this year is, I honestly believe, illusory. We are engaged in
a process of bringing down our military expenditure. Instead of ever
growing it is ever diminishing for the last four years. We hope to bring
it down further but it can only be done gradually. Therefore, relevant
as the subject of military expenditure is to this debate, any suggestion
that miracles can be achieved in other directions this year by the reduction
of military expenditure does not hold- wster. It is no good looking to
reduction of military expenditure in 1924-25 to find money for reduction
n:l Provincial contributions or to find' mohey with which to reduce the
salt tax. : : o

.
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Tus HonourasLe Mg. PHIROZE C. SETHNA: In how tmany years,
then, does the Government cxpect to bring it down to 50 crores?

Tae HonNouraprg Siz BASIL BLACKETT: I do not suppose that I
shall be Finance Member for so long. 80 I do not want to bind my
successor to any promise.

Tue HonNouraBLe Mnr. (. A. NATESAN: What is the rate at which
you yourself will reduce it?

Tue HoNourasLE Sik BASIL BLACKETT: If you look at the expen-
diture for 1922-28 you will find that military expenditure was 65 crores.
1t was 69 crores in 1923-24. Is not that fast enough? But I will make
one prophecy that it will not go on going down as fast as that. Obviously
it is a question of time and good-will. It depends on the course of prices,.
among other things, but not entirely. Although it would be very attrac-
tive to begin a campaign for & reduction of prices in order to reduce the
military expenditure, I do not think that Mr. Sethna would approve of
this method. DPrices must be left to follow natural courses. But I do
quite sincerely draw attention {o this fact that those in this House who
have spoken on this subject and have recommended a tax of Re. 1-4 on
salt have, 1 think, confessedly done so on grounds which are something
other than economic. It is not that they hold that the retention of the
salt duty at Rs. 2, which would add only one and a half anna per head per
annurm to the expenditure of each member of the population, involves.
an appreciable burden upon the taxpayer. 1} annas per head, per annum,
is all that is involved in the difference between the rate of Rs. 1-4 and
Rs. 2, less than half a rupee per family per year. I agree that figures do
not represent the whole story. 1 am always suspicious of figures which
pretend to present the picture as it represents itself to every one of the 800
millions odd of people. Obviously a figure of 1} annas is rather a different
one to Sir Maneckji Dadabhoy than it is to me for example . . . . .

Tre HoNourasLE Dr. Sik DEVA PRASAD SARVADHIKARY: Eight
annas would get a family a lotah, according to Major Baring, many years
ago.

THeE HovNourarLe Sik BASIL BLACKETT: Eight annas would get a
family a lotah. Kight annas would go a long way to educate a family, and
that is what I personally am anxioug to do with that eight annas. The
choice is really between the two. It is simply a question whether you
will begin to provide a little for that increased expenditure on education
and sanitation, which is so urgently desired by the Ministers throughout
the Provinces, whether you wiu begin this year, or whether you will post-
pone it for, I am afraid, two years at least. That is not the only reason
for the Government's recommending the Rs. 2 salt tax. The choice be-
tween the two is a choice between the use of a surplus this year which will
be continued next, for if vou keep the salt tax at Rs. 2 this year, you are
certain, on the basis of existing expenditure and taxation, that your re-
ceipts in the following year will not be reduced by your own action to
something below vour expenditure as yvou see it this moment, but if you
reduce it to Rs. 1-4, you are putting a gap of over Rs. 2 crores between

yourself and what vou can see at the moment of the amount you require
L]
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to balance your expenditure a year hence. If the money goes to the
Provinces, the recurrent assets of the Goavermment of India are reduced
only by the Rs. 150 lakhs. If the money is used to reduce the salt duty
to Rs. 1-4, you are reducing your recurrent revenuc as compared with
Rs. 2 by some Rs. 8 prores a year, and you are oreating for yourself a
difficulty for 1925-26. © Something hag been said of what Mr. Gokhale
would do with a surplus. I am sure, as between the two views that have
been expressed, Mr. Gokhale would not have sdvocated giving away this
year a surplus that would have left a possible deficit the vear after. And
that is a serious financial argument, quite independent of the other®argu-
‘ment in regard to the beginning. of expenditure on the improvement of
education and the beginning of action to get rid of these Provincial con-
tributions. I have been accused of trying to foment Provincial jealousies,
and it seems still to linger in some people’s minds that I am responsible
for the particular Provinces that have been chosen to get relief. That is
1aid down by the Devolution Rules, and I have had nothing to do with it.
It is laid down in accordance with the rules which were framed at the
time when the Meston award was originally made. The only exception
that was made to these Rules is the case of Bengal.

As regards the case of Bengal which was mentioned by more than one
-speaker, the reason that nothing was said about a contribution to Bengal
other than somewhat jocular references in the Budget speech is that the
-question doeg not arise this vear. The question will no doubt arise next
year; and it is clearty a very different question which will have to be con-
sidered in the light of what happens this year—whether Provincial Con-
‘tributions are reduced at all this year or not. If no reduction is made this
.vear in the Provincial Contributions, obviously the argument for conti-
nuing the special relief to Bengal, however strong it may have been, will
have lJost some of its force. On the other hand, it will be certainly an
argument that has very strone force if this year there has been a reduc-
tion in the contributions of other Provinces. I do not think I need say
very much more about the Meston settlement itself. We admit that it
_possibly has deficiencies, but 1 am sure that it will be much more easy to
look impartially into those deficiencies and to consider the framing of a
new and better settlement when the purely temporary accretions of the
Meston award—namely, the Provincial contributions—have been seriously
“tackled. I am really afraid we are getting into a dangerous position. The
‘Governinent come forward this vear with a proposal which suggests that
a very small surplus—it is not the large surplus that some body spoke of
—that a very small surplug should be divided between the reduction of
‘the salt duty and the beginning of a reduction of Provincial contributions.
Supposing next year we have a similar small surplus, Bombay, Bengal and
‘others might say ‘‘This must be used for reducing postage—it is going to
help the country much more than reducing Madras’s contribution—let us
use it to reduce postage, or let us use it to reduce the tax on motor cars,’’
—all very good uses no doubt, but I do think we ought to recognise that
‘we have 9 crores between us and a really balanced Budget, and that it is
not fair that we should continue the purely temporarv accretions of the
Meston award indefinitelv because we ourselves would like to do something
else with our surplus. Is that the position this vear, or is it simplv that
owing to the very special arguments which apply in the case of salt—to
‘this financial heresv about the salt duty which seems to have taken hold
of India—is that the reason why Provinces are not being, treated as we
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thiuk- they ought to be treated this year? If that is so, the position is not
sbsolutely lost. But I put it to this House that they must consider whe-
ther they are not going to go on from bad to worse, whether one year after
another we shall not be putting pressure on ourselves to reduce Govern-
ment of India taxes and leave the Provinces with their Provincial con-
tributions unreduced? So far as I am concerned this year, 1 am very
niuch attracted by the Honourable Sir Maneckji Dadabhoy’s suggestion
that the duty—I gather that it was his suggestion—should remain at
Rs. 2-8-0, that the surplus should be set apart for the Famine Insurance
Fund. You could get the same results by setting it apart for the reduc-
tion of debt, so that we should then go into next year with a clearer know-
ledge as to where we are. The Honourable Mr. Sethna would have been
able to find out whether it was a real surplug or not, and our interest
charges would be a little lower because we should have paid some of our
debt, and we should be altogether on a sounder basis. Moreover, the
traders whose common sense has been impugned by Members of this House
would not escape our collecting revenue from them. The salt traders
would go off with a little less. But that is not the proposal made by the
Government of India. I am very glad to see that a good many Members of .
this House have considered this proposal and realised the strength of the

ents for the retention of the salt tax at Rs. 2. I appeal to those
who have for the moment been specially attracted by the reduction of the
tax to Rs. 1-4-0 to think again and consider whether a difference of 13
annas per head per annum is a thing that they should lay stress upon,
and thereby deny justice to several Provinces and deny the opportunity
for more education and more sanitation. . . . .

TeE HoNoURABLE Saryip RAZA ALI: Will the reduction in Provincial
contributions be permanent? ‘

Tre HoNourABLE SiR BASIL BLACKETT: Yes, that is to say, the
relief will be permanent, subject to the power that must remain in the -
Central Government in case of any emergency to call for further contri-
butions.

Tre Hoxouranre Sarvip RAZA ALI: Where will you find money from
next year?

Tiue HoNouraBLE SIR BASIL. BLACKETT: From the Ks. 2 sult tax.

THE HouNoURABLE Lara RAM SARAN DAS: Thg Honourable the Fin-
ance Member has said that I am wrong in saying that the price of petrol
in London is lower than the price in India. As far as my information goes,
the price of petrol in London varies from 1s. 43d. to ls. 6}d., which at
1s. 4d to the rupee is equal to Rs. 1-0-6 to Rs. 1-2.6 per gallon. In Indisa,
the price in Caleutta is Rs. 1-12-6, in Bombay Rs. 1-11-0 and in Delhi
Rs. 2-4-6 per gallon or an average rate of Rs. 1-14-4 per gallon. If we deduct
even the excise duty of 4 as. 6 p., the rate works out to Rs. 1-10-4 per
gallon.

Tae HoxouraBLe Mgr. D. T. CHADWICK (Secretary, Comumerce):
May I rise to explain this point, Sir? I do not know from what source the
Honourable Member has quoted these prices. A little while ago the price
in London went up by 44d.

i - r
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Tux HoNousasLe Mr. PHIROZE C. SETHNA: I think 14 days ago
it was 1s. 10}d.

Tae HovovrasLe Mr. D. T. CHADWICK: The prices went up only
10 days ago.

Tag HovourasLr THE PRESIDENT: That concludes the business be-
fore the House.

The Council then adjourned till Eleven of the Clock on Monday, the 10th
March 1924.





