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LEGISLATIVE ASSEMBLY.
Thyrsday, 8th March, 1928

Yhe Assembly met in the Assembly Chamber of the Council House at
Wieven of the Clock, Mr. President in the Chair.

MESSAGE FROM THE COUNCIL OF STATE.

Seceetary of the Assembly: Sir, the following Message has been received
from the Secretary of the Council of Stale: -

‘" irected to inf: ou that the Council of State have, at their meeting
hddin&!t'hedl'?th Harch':nlgégt f without any amendments to t:he Bill further to
amend the Indian Income-tax Act. 1822, for cerhin_purposes. which was passed by
the Legislative Assembly on the 20th __Fehmar_v. 1928."

THE GENERAL BUDGET—GENERAL DISCUSSION —contd.

Mr. President: The House will now resume the general discussion of
the Budget presented by the Honoursble the Finance Member.

Mr. Dhirendra Kanta Lahiri Chandhury (Bengal: Landholders): 8ir,
the Honourable the Finance Member ended his last Budget speech with
a personal note. May I be permitted to resume the discussion of the
Budget by making some personal remarks. It is a matter of deep regret
that nowhere in the world does anybody worship the setting sun. But
I must at least pay a tribute of thanks to the Honourable Sir Basil Blackett
for his endeavours to make India financially prosperous. The Budget which
Sir Basil has presented is undoubtedly e prosperous one and gives high
hopes. But hopes, Sir, are very often alluring. They are sometimes un-
real, like the will-o'-the-wisp. The prosperity shown in the Budget, Sir,
is in my opinion more apparent than real. The question now arises—how
far the material and financial conditions of the Indian people have im-
proved during these few prosperous years. A nation’s budget may roughly
be said to be the barometer indicating national prosperity. Has the taxable
capacity of the people appreciably increased during these few years? The
Indian Budget is primarily a rich man’s budget. The fundamental canon
of taxation is equity, and the national dividend should be harmonicusly
distributed among the different factors of production. And in the Indian
Budget, unlike those of other countries, indirect taxation has a greater
share. The poor people are taxed in every way more heavily than the
rich. And it has been admitted that the poor's contribution to the ex-
chequer is greater than the rich’s. It seems very difficult to resist the
sonclusion that such a Budget, though apparently prospercus, is really not
ro. Moreover, the stabilisation of the rupee is one of the responsible
factors for this surplus Budget. But, 8ir, the stabilisation has been

. offested at a great cost, and the recent index numbem do not warrant

(1159 ) a



1180 LEGISLATIVE ASSEMBLY. [8Ta Maa. lﬂh. '

[Mr. Dhirendra Kanta Lahiri Chaudhury.]

the conclusion that the rupee has yet reached ls. 6d. 1t has been, Bir,
pushed up by the Government through their endless manipulations ex-
tending over the last three years. Sir Basil hag told ug that ‘‘ during the
last two years prices in general have shown a stability unknown since the
outbreak of the war . And he attributes this partly to ‘* more stable
world conditions "' and more to the favourable trade because of ‘‘ the
stabilisation of the rupee ''. But, Sir, I must admit that I fail to follow
Sir Basil as to how this stabilisation of the rupee is responsible for this
and not successive good monsoons. Sir Basil's favourable plan of linking
the rupee at 1s. 6d. has not as yet fortunately met with any stormy
weather and I doubt very much whether this fair-weather scheme will stand
any failure of rains or drought.

Next, Sir, in framing the Budget for the ensuing year, the Finance
Member has said that revenue from taxes on income is on the increase
and is 1,35 lakhs more than the revised estimate of the current year.
Here too, I must say, the increased amount is more apparent than real,
because the increase is more due to the strict vigilance on the part of the
officers of the Income-tax Department an®® the modification of the Income-
tax Act than to the further increase in the total number of income-tax
payers. The prosperity of India has therefore, Sir, not so much proportion-
ately increased as Sir Basil wants to show to the people.

With regard to the military expenditure, 1 find the figure given 18
Rs. 5510 crores. But- this even does not represent the true amount of
military expenditure as there has been already made a provision of 3-38
crores for strategic purposes in the Railway Budget. Again, the price
level, Sir, in 1924-25 was much higher than in the year 1927-28 and it ie
expected that the prices will go still further down in 1928-20. Thus the
figures as presented by the Honourable the Finance Member go to prove
that the military expenditure has increased materially rather than
decreased. Now, Sir, it has been said that the military expenditure
cannot further be reduced in keeping with India’s ‘‘ defence in modern
conditions ''. But, Sir, had the Government accepted the Skeen Com-
mittee's Report, the expenditure could have been substantially reduced.
Besides, in that case, we could have obtained an indirect advantage. Now,
under the present circumstances, the major portion of the military ex
penditure goes out of India, never to come back, with the only return of
defence for India. Now, in the case of Indianisation, the major portion
of the expenditure would have found a place in India and that would have
gone to enhance the national dividend of our country, thereby increasing
our national prosperity directly and indirectly. And we would have gained
both ways. But it is, 8ir, one of the most unfortunate things in history
that the wishes of a subject nation always remain an ideal to be hoped for.
The Government of India, fir, always tell us to follow the maxims of
international experts, such as ‘' business must not be mixed with politics *’.
But may I point out the recommendations of the Brussels Conference that
about one-fitth of the total national income should be devoted to military
expenditure, whereas we find in India more than one-third of our total
‘national revenue is spent on this item.

Sir._ it has been said that one of the fundamental defects of the present ,
educational system is its top-heavimess. T should go further and say that

o
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e of the greatest defects of our administration is its extraordinary top-
heaviness. The reason why the Government 18 yet unable to lay out
India’s money for India’s real advancement and for the readjustment of
the burden of taxation, the major portion of which the poor have to pay,
s the fat salaries of all the high posts of the Government. We the tax-
payers have to pay for our Government, if it can at all be called ** our "—
and for what return? Indian interests have always suffered when they
have clashed with the Imperial interests of our rulers. India yet stands
veyy low in the scale of Finance with regard to other countries. The
per capita income of her people is simply distressing. T}\erefore one ean.n?t-
‘but say that India’s interest is gecond, India’s interest is third and India’s
interest is last even with the expenditure of India’s money.

But, Sir, T must at the same time say that there are two redeeming
features in the present Budget; one is the reduction of debts and another
i .the final extinction of the provincial contributions. As to the reduction
of debts, I will make a few remarks to which, I hope, the Honourable the
Tinance Member will give the correct reply. (Laughter.) India has
‘borrowed in the last few years many crores of rupees both for productive
and unproductive purposes, especially for the former. But may I ask what
portion of that borrowed money comes from Indians and what
portion from the foreign market? The principal recommendation
of the External Capital Committee, of which the Finance Mem-
ber was the Chairman, was that the true solution of the ex-
ternal capital problem of India was the development of the internal
capital of India. May I know what the Government has done to translate
that recommendation into action during the last few years? Sir, in ex-
plaining the Provincial Loan Fund to this Assembly a few years back
he said that he looked forward to the day when the Fund would be ad-
ministered by an Indian body corresponding to the National Debt Commis-
sioners and the Public Works Commissioners in England, the money re-
quired for the Fund being raised in the open market by the controlling
body on the security of its own assets. May I ask the Honourable Mem-
ber when this prophecy is going to be fulfilled ?

Sir, the Meston Settlement was always charged with the potentialities
of friction and that heavy millstone, it is happy to see, has been finally
removed. But as a representative of Bengal I appeal to the Government
throug_h the Honourable the Finance Member to remove at least partially
the grievances of Bengal. Bengal, Sir, having the largest population among
the Presidencies pays to the Central revenue about Rs. 29.37 crores ovt
of a total revenue,of about 40°7 crores raised in the province, whereas
Bombay and Madras with a less population pay less to the Central Ex-
chequer though in Bombay almost the same total amount is raised. Sir.
it has been said that the export duty on jute is not paid by the cultivators
of Benga!._ -Juta is no longer a monopoly commadity and under the pre-
sent conditions of the cultivation of jute and its substitutes, not only
in Bengal but in some other parts of the world, the Bengal cultivators af
jute cannot bt_lt feel the burden of incidence of taxation on jute. There-
‘ft])lne, it is equitable that at least some portion of the export duty on jute
Prt;ul_d pa given to Ben_gs]. }'U[omover. the basis sccording to which a

vincial Government is entitled to get a portion of the income-tax is
not an equitable one for the different provinces. For Bengal the year

.1_920-21 was an abnormally prosperous one while in the ease of Bombay
and o.thera it was more or less a normal one. Therefore, Bengal has been
practically permanently deprived of her portion of the income-tax.
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Coming events ocast their shadows before. Sir, the Finance Member
hae given a picture of the decrease of protective duties in the future.
Recently a cry has been raised in international economic centres that
tariff is a cause of many a conflicts, economic and military. But, Bir,
that international economic centre is & rendezvous of international
fmancial dacoits. The originators of that ery are the great industrially
developed countries, and the speech of the Finance Member regarding this.
gives the impression that the Government in the future is willing to harness
a dwarf with the giant, 1 mean thereby India, an industrially undeveloped
country, with those highly developed. Sir, in those remarks of the Finance
Member I smell an air of suspicion. During the last few years the United
Kingdom has lost a great percentage of her trade with India, especially
her export trade. Therefore, Sir, it seems very difficult for me to say thas
the Government, is not seeking the earliest opportunity for British preference
in India at the cost of India.

Sir, one word more and I have finished. The Indian Government is
notorious to get the excess and supplementary grants always passed. B8ir,
in this respect, I should like to draw the attention of the Government to
the words of one of Government's financial experts—I mean the Right
Honourable Hilton-Young. He says in his book called ‘* The Financial
Bvstem of England'’: -

‘‘Public control of public expenditure depends for its efficiency in large measure
en the financial scheme for the year being presented to the House and considered and
approved, once and for all. as a whole. To allow the scheme, once approved, to be
treated as something still floid and liable to extensive modifications must infinitely
weaken effective control and supplementary estimates are the most harmful way of

doing so. To make anything but the most restricted use of them must deprive the
whole system of supply of its meanifig and utility.”

Mr R. K. Shanmukham OChetty (Salem and Coimbatore cum North
Arcot: Non-Mubammadan Rural): ~Mr. President, my Honourable
friend Mr. Birla made some very serious charges against the Honourable
the Finance Member in his speech yesterday. The substance of his
charge is this, that the Honourable the Finance Member in presenting to
this House the nation’s balance sheet has presented it in such a way that
if it were a company’s balance sheet, the person responsible for that
balance sheet would be hauled up before a court of law. My Honourable
friend Mr. Birla gave some facts and figures in support of his contention.

The Honourable Sir Basil Blackett (Finance Member): He mention-
ed none.

Mr R. K. Shanmukham Chetty: He mentioned at least the accrued
liability on the Post Office cash certificate bonus. At least that is sub-
stantially accepted. Well, Sir, to-day, in the short time at my dirposal,
I propose to show that in the Budget that the Honourable the Finance
Member has presented he has perpetrated two of the most serious fallacics
known to logie, suppressio veri and suggestio falsi.

Sir Walter Willson (Associated Chambers of Commerce: Nominated
Non-Official): That is not fallacy. '

“Mr. B. K. Shanmukham Ohetty: 1 am afraid my Honourable friend
¥as not read logic. In support of my contention I will take into considera-
on the enalysis of the-debt posifion of the Government of Indis as pre-
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sented by the Honourable the Finance Member- In the Explanstory
Menrorandum: of the Financial Becretary it is stated at page 14 that:

“in the five years ending the 31st March, 1920, the reduction (that is, in interest
<harges) is fully 40 per cent. and is, among other things, an indication of the extemt
of the replacement of unproductive by uctive debt.” :

In the speech of the Honourable the Finance Member, at page 81, he draws
attention to the fact that during the five years from the 3kst March, 1923,
the unproductive debt has been reduced by 76 crores. The productive
debt on the 81st March, 1928, according to his statement, stood at (2414
crores and the unproductive debt at 254-74 crores, and on the 31st March
1928, the productive debt stands at 812:88 crores and the unproductive
debt at 178'78 crores. From these figures he wants us to draw the eon-
clusion that during the five years of his stewardship of Indian finances, he
has reduced the unproductive debt by 76 crores. Sir, this statement
rivetted my attention on the debt position. It took me sonre considerable
time, not having a Secretary sitting behind me, to find out wherefrom the
Honourable the Finance Member managed to get these 76 crores in the
course of 6 years to enable hinr to reduce the unproductive debt to that
extent; and after some amount of examination of the budget papers I found
out that the resources that enabled him to achieve this great result are as
follows. During these 5 years he had realised surpluses to the extent of
about 144 crores. I am not taking into account the windfalls that he got.
In the same period he set aside for the sinking fund 22} crores, and in the
same period he has brought about a reduction in cash balances to the extent
of Rs. 24 crores and he has utilised an amount of Rs. 25-27 crorzs being
the railway depreciation and reserve funds. These figures amount to a
total of Rs. 86°27 crores. He has utilised these resources that were in his
hands for productive purposes like railway construction and wants us to
draw the conclusion that he has thereby reduced the unproductive debt by
Rs. 76 crores.

.. What is the meaning of reducing the unproductive debt? There is no
such thing as replacement of unproductive debt by productive debt. (The
Honourable Sir Basil Blacketi: ‘“Why not?’) When an unproductive
debt has been incurred for certain purposes, until that unproductive debt
has been wiped off, it does remain as an unproductive debt. It is absurd
to say that ‘T have replaced my unproductive debt bv productive debt.’’
Such a statement has absolutely no meaning. My Honourable friend is
certainly entitled to utilise the resources in his hands in investing thenr for
productive purposes. I am not finding fault with him for that, but to say
that by this means he has reduced the unproductive debt is, to say the least.
absolutely misleading. The only way, the only legitimate way by which
vau can reduce your unproductive debt is by setting apart a sinking fund
for that purpose and paying off that unproductive debt. That is the only
way in which an unoroductive debt ean be reduced, and if that eriterion
is applied the unproductive debt during the last 5 vears has been reduend
to the extent of Re. 2250 crores and not to the extent of Rs. 76 erores.
(An Honourable Member: ‘‘Quite right”.) T am prepared to concede that
my Hpnouruble friend is legitimately entitled to use his realised surpluser
for this purpose: and giving hinr the fullest credit for these things, the
unproductive debt has been reduced during the last & vears by Rs. 36
crores and not by Rs. 76 crores. Sir, T will give an analogy to substantiate
my contention. Suppose I have got Rs. 80 lakhs of which T have invested
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Rs. 50 lakhs in productive enterprises and Ra. 10 lakhs in unproductive
enterprises, and suppose I have in my hand Rs. 5 lakhs, part of which ig
my bank balance and part of which represents deposits given to me by
some of mry friends. Next year I utilise these 5 lakhs in my hand in pro-
ductive enterprise, and then I want others to believe that my debt remnains.
the same, i.e., at Rs. 60 lakhs, I have increased my productive debt to
Rs. 55 lakhs and therefore I have reduced my unproductive debt fromx
Rs. 10 lakhs to Rs. 5 lakhs. Such a statement would certainly be absuvd,
and that is the position which the Honourable the Finance Member wants
us to believe,

On page 31 he gives a statement showing the Debt of India. He is
rather careful in using words. He says, ‘‘the Debt of India.”” 1 supposge
he does not want to confine himself only to the public debt of India,
because if the statement purports to give a surmmary of the public debt
position of India, then he has to include in his figures oniy what are called
permanent and floating debts. The permanent and floating debts on the
31st March 1927 are Rs. 41591 crores. To this he has added other obliga-
tions, that is, Post Office savings bank deposits, cash certificates and
provident funds, and these he shows as Rs. 10721 crores. Well, Sir, if it
is the intention of my Honourable friend, the Finance Member, to give an
accurate presentation of the debt position of the Government of India, then
it was his duty to show all the obligations of the Government of Iadin en
which he has to pay interest. This figure he has given as Rs. 107°21 crores
on the 31st March 1927, whereas on page 297 of the Finance and Revenue
Accounts of the Government of India for 1926-27 I find that this figure is
Rs. 133'05 crores. Rs. 133'05 crores represents the obligations of the
Government of India bearing interest. Therefore the total liabiity of the
Government of India in the matter of other obligations is Rs. 133 crores
and not Rs. 107 crores. He has omitted to show Rs. 26 crores «f the
obligations of the Government of India fromr the debt statement that he
presented in his speech. T say that comes under suppressio veri. If
these Rs. 26 crores are added, what is the position? On the 81st March,
1927 the unproductive debt will not be Rs. 200-81 crores as shown in the
speech but Rs. 226-81 crores. That is to say, he has not chosen t5 show
Rs. 26 crores in the debt statement that he has given. T would like to
Ikmow from the Honourable the Finance Member what is the justification for
not showing this enorinous amount of Rs. 26 crores in the debt statemvent.
So far as T have been able to find out, he has not shown in that statement
Rs. 19-38 crores, being the railway depreciation fund and the railway
reserve fund. Surelv, at least after the separation of the railway finance
from the general finance of the country, whatever amount stands to the
credit of the railwayvs in the form of depreciation and reserve funda 1ust
be considered as a liability of the general revenues towards railway
revenues: and I ask, what justification is there for the Honourable the
Finanece Member for omitting to show this huge liability of nearly Rs. 20
crores in the debt statement? T submit, Sir. that this is suppressio veri.

In paragraph 29 of his speech, speaking about surpluses, he says that
in future also:

‘“‘Substantial savings may be expected to accrue in future, as they have done im
the past. under interest on deadweight debt.” ,
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This statement, I submit, is suggestio falsi, and it is for this reason. My
Honourable friend says that there will be a surplus in future years hoenuse
“there will be a substantial reduction in the interest on deadweight charges.
T submit that if there has been a substantial reduction in the interest on
deadweight debt in the last five years, it is because there have been sur-
pluses, and it is because he has utilised these surpluses in productive enter-
prises. Therefore, the reduction in interest on deadweight debt wuas a
result of the surpluses and the surpluses were not the result of a reduction
in the interest on deadweight debt. I suppose it is too much for the
Honourable the Finance Member to understand.

The Honourable Sir Basil Blackett: I have entirely failed tc follow.

Mr. R. K. Shanmukham Chetty: I can explain it to you once more
because it is a very serious point. My Honourable friend says in his speech
that in future he feels confident there will be & surplug and he gives as
one of his reasons for his belief the fact that there would be a substantial
saving in the interest on deadweight debt. My point is this. In the
past there has been a substantial saving in the interest on deadweight debt
because there have been surpluses and these surpluses he has utilised in
increasing the productive enterprises. Therefore. the savings in interest
were a result of the surpluses and the surpluses were not a result of the
savings in interest. I hope my Honourable friend the Finance Member

has understood my point
The Honourable Sir Basil Blackett: No.

Mr. R. K. Shanmukham Ohetty: Then I pity him. I am afraid I can-
not make myself more intelligible than this.

Mr. Gaya Prasad 8ingh (Muzaffarpur cum Champaran: Non-Muham-
madan): Give him one more chance.

Mr, B. K. Shanmukham OChetty: This is suggestio falsi. It sucgests as
the effect what is the cause. Surpluses are the cause of the reduction of

interest and not the effect.

The Honourable Sir Basil Blackett: What is the cause of the surplus?

Mr. BR. K. Shanmukham Chetty: Heavy taxation. I am going present-
Iy to prove how vou got vour surpluses. As 1 stated the only way by
which you can reduce your unproductive debt is to lav aside a sinking fund
for the purpose and pav off the unproductive debt.

. Mr. M. A. Jinnah (Bombay City: Muhammadan Urban): It does mot
require brains to produce a surplus. You have to tax.

Mr. R. K. Shanmukham Chetty: In this connection I would just like to
make an observation on the wayv in which the accounts of the Government
are kept in this respect. So far as I have been able to understand the
Finance and Revenue Accounts, the Government of India do not keep s
separate account of their unproductive debt. They keep an account which
shows the total volume of their debt and thev have got another account
which shows the various items of produetive enterprise in which their
debts are being utilised. Now from vear to vear they deduct from their
total debt the amount of debt they have invested in productive enterprise
, 8nd whatever balance remains is called unproductive debt. I submit that

is not the proper way of maintaining accountas. )
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" The Honourahle Sir Baszil Blackett: Why?

- Mr. R. K, Shanmukham Ohetty: That does not enable this House %o
appreciate the real position of the Government of India with regard to um-
productive debt. What ought to be done is this. A separate account must
be maintained for unproductive debt and the amount that you set apart for
sinking fund and the amount that you get by your realised surpluses must
be utilised in purchasing off securities and cancelling them. That is the
only way of reducing unproductive debt.

The Honourable Sir Basil Blackett: Why? !

Mr. R. K. Shanmukham Chetly: What is the other legitimate source
that you have got for reducing unproductive debt. You are not going to
utilise the railway depreciation fund to write off vour unproductive debt.
You are not going to utilise the reduction in cash balances to wipe off your
unproductive debt. Surely that does not mean wiping off unproductive
debt. I therefore maintain. Sir, that the way in which the debt position
has been presented is. to sav the least, absolutely misleading.

My Honourable friend has taken some credit for bringing about sur-
pluses. I think it was in the International Financial Conference in
Brussels in 1920 that a Resolution was passed to the effect that the country
which accepts the policy of budget deficits is treading the slippery paths
which lead to general ruin, and that to escape from that path no sacrifice
is too great. I do not know if mv Honourable friend the Finance Mem-
ber was present at the International Financial Conference at Brussels,
but certainly he has tried his utmost to put in practice this Resolution and
he has brought about surpluses. That he has brought about surpluses
there is no dispute about, because the budget figures show that he has
brought about surpluses. But, Sir, surpluses by themselves are not an
indication either of financial snundness or of national prosperity. It all
depends upon how the surpluses have been brought about. If the sur-
pluses are brought about by maintaining a high level of taxation, surely
those surpluses will not indicate that there has been sound: finance or
national prosperitv. It has been pointed out very often that since the
War additional taxation to the extent of 45 crores of rupees has been
imposed. I am not taking into account the temporary doubling of the salt
tax and things like that. There has been a permanent addition to our tax
burden of 45 crores of rupees and what is the relief in taxation that we
got during the regimé of the Honourable the Finance Member? Cotton
excise duty, 175 lakhs, stamp duty on cheques, 7 lakhs, reduction of import
duty on motor cars and tyres, 10 lakhs, abolition of duty on mill stores and
machinery, 85 lakhs, reduction of petrol duty from 8} annas to 6 annas,
abolition of the export duty on tea which is counterbalanced by income-
tax on tea companies. - Well, 8ir,. I put it to the House whether there
has been any substantial relief to the tax-payer during the last five years?
The high level of taxation which was justified by war conditions and by
“the upsetting of the economic conditions of the world as a result of the
War has not yet been reduced. My Honourable friend the Finance Mem-
ber is himself conscious of this. There is in his speech a tone of regret in
the last paragraph. Speaking about his successors he says:

“They will be free to turn their minds on the one hand to new directions im
which money can be usefully laid eut for India's advancement and on the other hand
to the readjustment of the burden of taxation and to those reductions of taxation 5
welcome to tax gatherer and tax-payer alike which apart from some minor cases

with the one big exception of the cotton rxcise duty have been beyond our reach in my
term of office.”
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The Honoursble the Finance Member has therefore been conscious of the
faot that during his tenure of office he hab not been able to give any
substantial relief to the tax-payer and that the level of taxation maintained
is still a level which is justified only by abnormal conditions due to the
War. I therefore maintain that the Finance Member should not take too
much credit for having brought about an era of surpluses. The whole
financial position has been beautifully summarised in a leading article in
the Pioneer:

““The Finance Member is deserving of congratulations for his personal gifts mani-
fested in administrative and financial clarity but it will be generally regretted that
after five succeesive budgets there is no evidence of a wide vision to offer the tax-
payer any relief.”

That, Sir, puts the whole position in a nutshell and that is a very fuir
presentation of the case and a fair judgment on the stewardship of the Hon-
ourable Sir Basil Blackett of the finances of the country Ior the last five
years.

Sir Purshotamdas Thakurdas (Indian Merchants' Chamber, Indian Com-
merce): Sir, the Honourable the Finance Member claims that this is a
Budget which both the Government and the country c#n view with plea-
sure. 1 think he would have found many of us agree with him if he had
said that this is a Budget which the country can view without exaspera-
tion. The only reason why the country should view this Budget with
equanimity is that there is no new taxation proposed and that the pro-
vinces welcome the final extinction of provincial contributions. The first
is of course a negative consolation and the second is certainly a relief. I
submit, however, that as far as provincial contributions are concerned we
had come to a point where the Government of India would have found it
difficult to get contributions from the provinces even if they had insisted
upon it. At least two major provinces have deficit Budgets in spite of the
remission and as far as the others are concerned some at least have had
1o suspend their allotment for famine insurance in order ecither to balance
their Budgets or to show a small surplus.

I feel that as far as the provinces are concerned. there is pothing which
can be said to be on the prosperous side there. Bince 1921 practically every
one of the provinces has had to add to its taxation. The increase in stamp
duty and the introduction of the amusements tax, to name only two of the
taxes which are general-in most of the provinces, have been added to the
war-period taxation, and as far as relief from taxation is concerned, I at any
rate have still to learn that any province, even prosperous Punjab, has
received any relief at all. The Honourable the Finance Member asked my
friend, Mr. Shanmukham Chetty, what is the cause of hig surpluses? The
cause of surpluses, BSir, in the Government of India Budget can surely be
said without any fear of challenge to be this: that taxation is at the same
level as during the war-period, nay, has been increased in the post-war
period whilst every other country which had anything like the solvenev of
India when the war was over has given a substantial reduction in taxation:
If prices of commodities have fallen, and if the pay of your services—and the
major part of the services, 8ir, is subordinate—ig lowen, could anybody, have
helped surpiuges, with the same range of taxation? What is the good of
-askifg, whet is the reason of surpluses? I will not refer to the adventitious
gain that the Finance Member's Budget got from the change in the ratio.
I leave that on one side. FEven with the heavy fall in prices since 1920 if



1168 .. . . LEGISLATIVE ASSEMBLY. . }81i Mar. 1928,

[Sir Purshotamdas Thakurdas. ]

you retain your taxation at the same level as during the war-period, is it any
good asking us to tell you what was the cause of your surpluses?

As far as the Central Government is concerned, Sir Basil Blackett himn-
self has confessed that with the exception of the cotton excise duty, s
reduction in taxation has been beyond the range of his term of office. I
would like at once to again mark my sense of relief at, and appreciation of.
the efforts of both the Government of India and of the Legislature in re-
cognizing the unwarranted nature of the cotton excise duty and for the relief
the cotton industry got from it as early as the Government could see their
way to do so. But nobody can claim—indeed I have not hesrd unybody
say—that this reduction in taxation has been premature or has put the
industry on velvet. Even with this reduction of taxation, Sir, that industry,
the cotton industry of India, the first and the foremost of the national in-
dustries in India is to-day, to say the least of it, in a most perilous condition.
‘The Honourable the Finance Member very discreetly omitted any reference
to the condition of industries in India. Every country in Europe, a review nf
whose prosperity and financial eondition one reads in recognized financial
papers in the West, judges its Budget or its prosperity from—what? From
the condition of industries there,—certainly from its exports—most of them
are countries which export manufactured articles—and from the prosperity
of their people. Regarding the prosperity of the people of India I do not
know what index will be accepted by the Finance Member: but if income-
tax does in the clightest degree reflect it, there is an admission that the
figure anticipated by the Finance Member this year has not been reached.
In full hope, however, the Finance Member budgets for a higher figure next
year. Let us all hope that it will be realized. But if he has to learn from
past experience and from facts as we see them to-day, there is no doubt in
my mind that he is leaving a rather bad legacy to his successor in this matter.
8ir, the question of the purchasing power of the masses is again one which
the Finance Member discreetly omits reference to. The importers complain
that they find a verv indifferent market, if any, for their wares. The local
manufacturers find that, as far as their manufactures are concerned, thev
cannot move them. What. Sir, is the reason of all this,—after having five
or six successive good agricultural seasons in India? Can it be anything
else, except that the purchasing power of the masses has been shattered by
the currency policy followed in the last three years? And to say that that
policy deserves the congratulations of this House to my mind, Sir, only
bespeaks the ignorance of those who make such remarks.

The Finance Member says that ‘‘a noticeable feature of the trade returns
for 1927-28 is the reduction in the net imports of treasure. by 6% crores in
the first ten months of the current vear.”’ I am quoting from paragraph 3
of the Honourahle Member's speech. When I read this or rather heard
this on the 29th of last month I felt a little amused. The one charre
against Tndia. 8ir. all over Europe has been that whenever India has a pros-
perous year India imports silver and gold. Doeg the Finance Mem-
ber think that during the last 12 monthg this tendency of the Indian masses
has undergone a change for the better owing to the preachings of the
Finance Member? Or is it due to hig policy that India has not imported
gold and silver but has imported something else? BSurely, Sir, the Finance
Member and his supporters will not claim that the masses of India are liable
to learn things during the short period of ten months or a year. Thre

L3
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eorrect inference, Sir, is, not that the masses are prospering: if :amybodyI

- is prospering, it is the upper classes: for these latter do not import gold!
and silver,—they import diamonds and motor cars. I admit the reduction
in net imports of treasure is a sign which must not be overlooked. Whenever-
India has had prosperous years as far as its agricultural masses are con-
cerned, Indis imported gold and silver. I do not approve of that, I'
am painfully aware of the distress that this tendency of the masses brought
on to India by their importing treasure to the extent of 78 crores in the
vear 1928-24.  This frightened England and led her to devise the policy of
keeping India away from gold.—which is the basis of the currency reserve:
of every country in the world barring India. Whilst T ama _pmnfully aware -
of all this, I only wish to point out that the inference which the Finance
Member wishes to be drawn is unwarranted and is thoroughly misleading.

Sir, the two prominent features of this Budget have heen referred to
with due emphasis and, if T may say so, with fair accuracy by the twn.
previous speakers,—I mean my Honourable friends, Mr. Birla and Mr,
Shanmukham Chetty. I do not wish to repeat the details. 1 wish, however,
to supplement what they said by one or two further remarks which I think
will make the picture more clear- and fuller. The uncovered liability in
respect of the Post Office cash certificates and of the five per cent. premium
on the 1928 bonds is called by the Finance Member ag a bonus in one of the:
later paragraphs of his speech,. that is paragraph 28. In an earlier paragraph
(paragraph 24) the Finance Member, however, does admit that it is in the
nature of deferred interest. If the 5 per cent. premium on the 1928 bonds-
and the discount which the Government of India allow when a man buys.
a Post Office cash certificate are both in the nature of deferred interest,
may I ask how he was justified. or rather how his Department was justified
in overlooking provision for this deferred interest in previous vears? I sub-
mit—and the inference cannot he challenged, it certainly is not unfair—
that this may have been kept back in order to get through the measure which
Government wanted to get through last vear. We are this vear taken into
confidence, the result being an unfortunate legacy is left for the successor
of Bir Basil Blackett and for the future Assemblies, at least during the
next three or four years, who will have to provide for these amounts in-
future Budgets. Sip. in legal parlance anvthing like thig happening in the
budgets or balance sheets of comimercial concerns would have been called
“fraudulent’’. I do not wish, however, to challenge the hond fides of the
Finance Member. He has from the very start when he assumed office
arrogated to himself the privilege of doing things as suited him and not as.
they should have been done by convention and by custom recognised all
over the world. He has heen perfectlv frank abouwt it.  Whenever - it
suited him, he said. that all discount must be written-off in one year. My
friend Mr. Birla gave an instance of it yesterday. When it does not suit
him, he asks us to follow a slower policy, steadier policy, of spreading a
liability over a period of 5, 10 or 60 vears. Sir, he has overlocked the
liability that has to be met within the next year or two and he has fased
us to-day, Sin on the eve of his departure with a liability of 5§ crores—to-
say nothing of a bigger liability. Sbould there be a financial crisis next
year and people present their Post Office cash certificatés to be discounted
in a larger measure than my Honourable friend eounts upon, the net lisbility
for interest accrued is greater. We are, however, only talking of foreseen
things and not unforeseen when we refer to the fizure of Rs. 5} crores, and’
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shis neglect, Sir, is not one which could be allowed to be passed in this
House without the severest condemnation.

Regarding, Sir, the other question of the reduction of debt, my Honour-
-able friend Mr. Shanmukham Chetty has dealt with it fairly fully. All
that 1 wish to point out in addition to what my Honourable friend has
said is #at in conversion of the English debt from sterling into rupee there
is a gap of at least 57 croreg of rupees due to the appreciation of the rupee
from 1s. 4d. to 1s. 6d.; and my Honourable friend has taken—whether he
should have or not I am not expressing an opinion on, I am only drawing
- attention to it—has taken full credit for 57 crores agalnat the unproduct:ve
debt. BSir, a further pyshing up of the rupee to 1s. 8d., and then to 1s. 10d.
will perhaps show a credit balance for your unproduct.ive debt. 1 venture
to ask how is this a policy which can earn anything like approval—leave
agide, Sir, congratulation—from this side of the House? If you really
wanted to credit 123 per cent. unearned increment which you got
at the expense of the tax-payer and the agriculturist of India, the fairest
thing would be to spread it over the two branches of your debt, productive
and unproductive. Is it contended in all seriousness that the assets against
the whole of the productive debt will remain at exactly the same figure
. despite the appreciated rupee and that your dead assets of unproductive
- debt alone should have credit for it? 8ir, one does not wish to use any
expression which may be said to be severe, but this at any rate is to my
mind jugglerv of the highest order.

To point out that the unproductive debt has gone down from 254 crores
to 178 crores, or rather from 260 crores on the 31st March 1924 to 178 crores
at which the Honourable the Finance Member puts it on the 31st March
1928, that during a period of four years, the unproductive debt has gone
down by 81 crores,—if that, Sir, was correct. accurate or even understand-
able, I submit. we certainly would congratulate the country and the Honour-

: able the Finance Member on it. Look at the items, Sir, which the Honour-
able the Finance Member appears to have -taken credit for in this. I under-
stood that he accepted as correct: the various items which my Honourable
friend Mr. Shanmukham Chetty mentioned. One of these, Sir, is the rail-
way reserve fund and depreciation fund. B8ir, how do these funds belong
t> the Governmeht of India, I venture to ask. It makes me almost shudder.
Does the Finance Member—(Laughter from the Official Benches) it will
tmake you shudder very shortlv—claim these funds as the property of the
Government of India in the Finance Department? Or do they hold these
funds in trust for the Railway Department? Do y-a really want us te
renew the Railway Budget convention, the separation of the Railway
Budget? By what stretch of imagination do you look upon this as money
which goes to reduction of debt? Is it your intention never to spend any-
thing out of this money? Have you only trapped the Assembly by saying
‘‘Set this aside and you can have it for the Railways whenever you like."’
I ask myv Honourable friend Sir George Rainy to be cautious, to beware.
aad not to agree to this item appearing in reduction of debt. I know, Sir,

* that the countrv will not agree; we on this side will not think of renewing

- the separation of the Railway Budget if the railway reserve to the extent of
- 90 erores are to be taken against reduction of unpraductive debt. 8ir, the

” Finance Member and the Finance Department of the Government of Tndia,
in fact 1 would say the Governor General in Council, are the trustees Yfor
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these two runds. They cannot touch them without our sanetion and to use -
teesn for the reduction of unproductive debt is to say the least of it most
mslesding  and thoroughly unjustified. Take, Sir, the other figure of 24
evawen frou the cash balance which has been taken against this. The credit
for: this nught have gone to the Finance Member who left such a substantial
suma of 44 crores more in 1923 than what the Honourable Member chooses
W Jeave to-day. All that can be conceded is that the loss of interest on
the aash since 1923 is smaller owing to smaller cash in hand. P

Sir, many have been the congratulations, either wholehearted or-
halting, which have been sought to be given to the Finance Member.
(4n Homourable Member: ‘‘Mostly diplomatic’’.) Call them whatever
E:I like; you heard them; 1 am not gong to quahfy them any further.

ir, many have these been. If there is anybody either within this House
er outside, who thinks that owing to difference of opinion between the
Finance Member and Members on this side of the House, we, or any one
of us,—and I have had the largest difference of opinion with the Finance
Member—are withholding our tribute to him if he deserves one, he is greatly
mistaken. (Hear, hear.) Those who work in public life are destined to-
differ from each other. Few of us, Sir, carry that difference of opinion into
private life and few would there be who would deny a just tribute, espe-
cially on the eve of a Member’'s departure, if we felt that he either had
earned it or deserved it. (Hear, hear.) If, therefore, we on this dide
cannot join the uthers who throw bouquets, garlands and what not, at the
Finance Member since yesterday, all that I can say (The Honourable Sir
Basil Blackett: ‘‘And suit cases''.}—I may refer to that when the police
eourt case is over, let us not talk of the suit case to-day—I would only
gay that nothing can qualify a Member of Government for appreciation or-
approval from this side of the House unless he has shown full desire and
sbility to serve India’s true interests in his particular sphere of activities.
12 Noox. My Honourable friend over there. Father Christmas as he is
=777 called by his pet name, talked of the many social qualities of
8ir Basil Blackett. Sir, this Assembly is not the place where judgment
ean or should be passed as based on a retiring Member's social qualities.
If we felt in the slightest degree that we could join in that chorus, whole-
h_eartad or halfhearted as it is, none of us would hold back from it for a
single minute. We are convinced—and I hope I am reflecting the feelings
of my friends on this side of the House when I say this—that the policy
that Sir Basil Blackett has followed, although it has shown surplus Budgets
‘st the expense of the tax-payer, has almost strained the tax-paying capacity
of the people and of the masses. I will not refer to any other policy of
the Finance Member's Department. We see nothing good in this at least
a8 far as the interests of cur country are concerned. Al that I will say
ig that the Finance Member had a capital opportunity of serving India,
‘but unfortunately for him and for us in India either he was not free to
follow the correct policy or he chose not to follow it. The regret is ours
and should be his too. )

Sir Victor Sassoon (Bombay Millowners’ Association: Indian Com-
merce): Bir, T do not think that any one in th’s House will controvert the
point made by my Honourable friend Colonel Crawford yesterday when he
said that the standing army in this country was an insurance, and the House
eannot fail to agree with me on the self-evident proposition that it is not
much use paying an insurance premium unless you are quite certain thas,
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if there is & fire, the loss will be met. In army matters 1 do not pretend
to be an expert. .I have, in fact, no technical knowledge of any deserip-
-tion, but in matters pertaining to aviation I have some small experience
and I do attempt to keep up-to-date. I do not know whether this House
is aware of the fact that beyond our frontiers there are aeroplanes capable
of raiding our northern towns, bombing them and then returning to their
bases. That is fact number one. Nor do I know whether the House is
aware that the best defence against raiding aircraft is to bomb their bases .
and that there is not at the present time in India one single squadron able
to carry a full load of bombs over the intervening mountain ranges and
* carry out this offensive operation which is the best form of defence. That
s fact number two. Sir, I feel that it must be admitted that thig is a
very serious state of affairs and I should be failing in my duty if I did
not urge His Excellency the Commander-in-Chief not only to insist that
the two new squadrons which we are going to receive should be armed with
the latest and most up-to-date equipment’ but, that at any rate a start
should be made to re-equip and to re-arm our existing squadrons.

Sir, I propose now in the short time at my disposal to take up thut side
of the Government activities which is concerned with the collection of taxes.
The objections that are widely felt by a number of Members of this House
and a number of citizens outside it to giving wider powers to the revenue
authorities would, in my opinion, be largely met if the administration of
the law were carried out in the spirit of the Honourable the Finance
Member’s speech the other day on the amending Ineome-tax Bill that was
‘before the House. And it would be churlish on my part not to give him
full credit for his obvious desire on that day to meet the criticisme of his
-opponents. Unfortunately, of late, at any rate the Department has shown
itself, in my opinion, too prone to take the fullest advantage of its legal
powers under the existing Act and too prone to ignore or, at any rate,
to gloss over pledges that have been given either on the floor of this House
or in Select Committees by various Finance Members. One has only to
read the rules and instructions in the Manual of Income-tax to see how
these pledges have been put into effect and one has only to examine the
.claims made by the Department to realise that these rules and instructions
are not always carried out. I need hardly remind the House that where
-the Department chooses to base its claims on the strict letter of the law
it is not permissible to bring forward in defence the rules or instructions
.contained in that Manual. If we look at the receipts from income and
super-tax and the cost of collection for the past years—and I have here a
statement which shows thig from 1920 onwards—one cannot but be struck
‘by the fact that in 1920 over 23 crores of revenue were collected at a cost
of Rs. 15,27,000, whereas in the Budget under review we are budgeting
for Rs. 16,99,00,000 at a cost of Rs. 65,84,000. Therefore, in eight years
the cost of collection has almost quadrupled itself. The fact that the
receipts are down, of course depends very largely on questions which have
‘nothing to do with the cost of collection. That must be admitted. They
“have to do with the prosperity of the country. (Mr. B. Das made an
“inaudible interruption.) It may be said that had it not been for increased
-expenditure on the collection the dropping of the receipts would have been
~even larger than it has been. But I should like here to interject, and this
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will probubly meet the interruption of my friend Mr. ‘Das, that although
we have been told that the prosperity of the country has not decreased
in the last few years, we do know that the revenue in the last three years,
in spite of its intensive collection, has fallen in 1927 to Rs. 15,64,00,000
from Rs. 16,01,48,253 in 1925. This will show that increased imports and
exports do not necessarily mean increased profits or increased prosperity.
I do not think that anyone in this House would consider himself anything.
but justified in sanctioning the increased expenditure necessary to increase
.the efficiency of tax collection, but I do suggest that we should watch this
itemn very jealously and should 2ot allow the plea for increased efficiency
to result in undue and unnecessary harassment of the tax-payer. The
House will remember that 1 brought to its notice the other day the case
of a foreign manufucturer who was shipping his products to this country
at a loss. a faet which was known to the business men in Bombay, and
at the same time the Department endeaveured to collect income-tax from
him on the proportion of his profits in his own country. I understand
that that demand has now been dropped, but my point is that that demand
should not have been made. There is a further example where the revenue
suthorities have gone bevond their scope. In Ahmedabad the revenue
authorities had to investigate the spending of money from a Trust and the
House knows that trust funds are not susceptible to assessment for income-
tax. They not only asked for proof that this particular trust was in a
position to give education to the people of this country but they sent for
the individual teachers and cross-examined them ag to what tuition they
gave and set themselves up as judges as to whether that tuition was
satisfactory. T do not consider that that is a .duty of the revenue official.
Should gentlemen of means in this country, of—shall we say—rather more
than pink tendencies. choose to put a fund into trust for the purpose of
teaching this country to manufacture and throw bombe at the Government—
although T would be the first to ask my Honourable friend Mr. Crerar
to deal with the matter in a drastic fashion—I do not consider that it
is within the province of the Revenue Department to decide whether
those funds shculd be subjected to income-tax, because the education
offered was not advantageous to the State. I go further and say that if
their time is so little occupied that thev can carry on these duties of
the Home Department, that should surely be an argument against
increasing the staff. The point T am making is that we have a number
of enquiries and assessments made which either result in favour of the
assessees or gct dropped. and there is manifold proof that a large number
of them are unnecessary enquiries and should never have taken place.
They result in interference with the normal activities of the business man.
They make him spend an unnecessary amount of time at the offices of
the authorities explaining points, instead of devoting his attention to his
own business. They result in a loss of time, custom and profit, and a
loss of taxes to the country. And all these activities—and here we come
to the kernel of the matter—all these unnecessary activitiss are used as
s basis for justifving the demand for increasing the establishment. The
more they harry the citizen, the more work these enquiries cause, and
the bigger the consequential need for expansion. Increase of establish-
ment leads to a request for higher status, increased emoluments for senior
officers, and thus we get increased Demands under the head of *‘Collection
of Taxes’’. Even if we were to take years nearer than 1920, we find
that in 1924 the total cost of collection was 82 lakhs in 1925 it was



1094 LEGISLATIVE ASSEMBLY. |8t Mar. 1928.

S Victer Sassoon.)
veduced to 60-37 lakhs, in 1926 it was reduced to 5871 lakhs, and im
1927 it rises to 61°75 lakhs, and this year we have an increase to 65:84
lakhs, in votable expenditure alone, an increase of 4 lakhs over last year.

Sir; I feel that the time has come when the Government should institute:
adepartmental enquiry and investigate in what direction the activities .of

Deapartment should be developed, and in what directions they should
e disecuraged and, perhaps, suppressed. I feel convinced that if this com-
mittee carried out its work properly the cost would be more than made
up by the decreased estimates under these heads in our Financial Budget.
I think the Department should be instructed not to treat the average tax-
payer as if he was a criminal only out of jail because he was clever
enough not to be found out. I feel that they should be instructed to-
develop a feeling of mutual toleration and reciprocal respect between
tax-payer and tax collector. As it is, I say, we have them harassing
the tax-payer. We have the Income-tax Amending Bills brought before
us, which are ususally unintelligent in conception and unequal in applica-
tion, but all adding to the powers of the Department and so also to their
epportunities of increasng their inquisitorial methods. And so things
will go on until we reach the conditions which prevail in England, whereby
retired revenue authorities earn very large incomes largely in excess of
what they earned in their State appointmentsy by starting bureaux of
ineome-tax recoveries, whereby they assist the tax-payer against the rapa-
eious and unreasonable demands of their erstwhile colleagues, in return
for a percentage on the amounts recovered!

One more point, Bir. The Government have been rightly given powers
to insist on payment of assessment pending an appeal. These powers
are necessary in case, if the appeal fails, the assessee does not pay the
amount. In the past these powers have been very sparingly used. But
lately there has been an increased tendency to ask for assesements to
be paid pending appeal. What is the result of this? It is true that if
the assessee wins his appeal the amount iz repaid to him with interest at
the bank rate. But when the assessee is & merchant, which ig usually
the case, the merchant expects to earn a larger rate of interest than the
bank rate, and either he has to use some of his working capital to pay
this amount, or to borrow the money at a rate higher than the bank rate,
and thus lose the difference between the rate he pays and the interest he
receives. At the same time you have the Government suffering under
this system of forced loans, because Government is borrowing this money
at the bank rate, whereas under the system of treasury billg it could finance
itself much more cheaply. In thig connection I would like to make the
following suggestion, namely, that in such cases rules should be made
allowing the assessee to put up suitable security, or he might be allowed to
furnish a guarantee from an approved bank. In this manner the assessee
would not be unduly penalised, and at the same time the Government
would not pay for these loans a higher rate of interest than it would do
in normal circumstances.

His Excellency the Commander-in-Chief: £ir, with regard to the
“mnattér of Army exvenditure, though I have mentioned this subject fairly
fully in Budget debates in this House both last year and the previous
:year; yet I feel it incombent on' me again to mention somewhat fully
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certain facts and aspects concerning it which, I think, are not always fully
understood. I find also that the recommendations of the Inchcape Com-
mittee are frequently misquoted, especially by eritics of Army expendi-
ture, and 1 should therefore like to quote verbatim part of the paragraph
in this report regarding which there is generally so much misapprehen-
sion. After suggesting that the net Budget for 1923-24 should be fixed
at Rs. 57-75 crores, and that the adoption of their recommendations would

enable the cstimates in subsequent vears to be reduced to Rs. 57 crores,
the Committee went on to say:

“We do not, however, consider that the Government of India should be satisfied
with a military hudget of Rs. 57 crores, and we recommend that a close watch be
kept on the details of military expenditure with the object of bringing about a
progressive reduction in the future. Should a further fall in prices take place, we
consider that it may be possible, after a few years, to reduce the military budget to-
a sum not exceeding Rs. 50 crores, although the Commander-in-Chief does not subseribe:
tn this opinion.”

"In this connection, I should mention that, with the exception of a

slight temporary rise in 1925-26, there has been a further progressive re-
duction in the estimates,

I would also mention that, since the Inchecape Committee reported,
it has been decided to charge the Armyv with the cost of certain services
rendered by other Government Departments which previously were given
free:

Lakhs of Rupees.
Pagn:entsto the Telegraph Department for care of Army
tores . . . . . . . . «

30

Customs duty . . . . 32-25

Printing and Stationery . .. . . 1300
Payments from the Compassionate Fund to personnel em-

ployed in the Military Department . . . . 09

Total . 4564

The House will have noticed that Lord Inchcape’s suggestion was
that, if prices fell, the cost of the Army in India might be reduced to
Rs. 50 crores, i.c., a reduction of Rs. 7 crores below the figure he accepted
as the normal budget. But Honourable Members who have analysed the
Military Budget will have noticed that the total annual expenditure on
stores amounts to Rs. 11 crores only.; therefore, even if there were a
large fall in prices, it is evident that a cut of the magnitude anticipated
by the Committee could not be realised—while as a matter of fact the
prices of staple food grains, which mainly affect the budget, far from falling
have in general actually risen. To quote figures:

Wheat, in 1922-23 was Rs. 5-15-0 per 100-1bs. It is now Rs. 6-5-0:
Barlev, which was Rs, 8-15-0, is now Rs. 4-6-0;
Gram, which was Rs. 4-11-0, is now Rs. 5-0-0;
Dal, which was Rs. 6-4-0, is now Rs. 6-12-0.
' The only commodity on which there has been a decided reduction in
price is ghi, which has fallen from Rs. 93-5.0 to Rs. 83; but T must mention
the fact that this fall in -price is not due s much to a reduction in the

market price as to better arrangements that we have been able to make
by the central purchase of this commodity.
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© 1 cannot but think that, if the Inchcape Committee had been in
possession of the above facts, they would not have made the suggestion
they did, and when the House has heard them, I think it will agree that
it must be impossible to look for any substantial reduction of expenditure
in this respect; while it must be equally impracticable to look for a redue-
tion in pay charges sufficient to enable us to reach the figure of the
Retrenchment Committee’s pious hope. Ag these two heads account for
Rs. 31 crores out of total amount of Rs. 48 crores spent on the Standing'
Army, it must be improbable that, however strict a watch we may keep
on expenditure, a further progressive reduction on any appreciable scale
can be expected. Indeed, we are at present going short both in personnel
and equipment of many things which we regard as essential requirements—
and which we have to try to get right gradually by such-economies ag we
are able to effect.

I have noticed, too, that recent criticism of the scale of Army expendi-
ture in India suggests that there is an idea prevalent that the whole of
this expenditure is unproductive, and also that it contributes largely to the
drain of money from India to the United Kingdom. It is true that in
Indis, as in other countries, the expenditure on defence services must be
regarded primarily as a payment in the nature of a national insurance
premium, but it by no means follows that it is enfirely unproduetive. To -
emphasise this point, I should like to quote a few figures.

To take first the question of the drain of money to the United King-
dom, it mayv be noted that, of the total gross expenditure of Rs. 5672
crores, the amount spent in India is Rs. 43:65 crores (77 per cent.) and
in the United Kingdom Rs. 13 crores (23 per cent ).

In the case of these Rs. 13 crores spent in England, India gets direct
value for more than half of the expenditure in the form of stores un-
obtainable in India or in the shape of trained personnel; while in the
case of transport charges and contributions towards His Majesty’s ships,
India gets a return in the form of services rendered.

I will now turn to the Indian portion. i.e., 77 per cent. of the expendi-
ture, practically the whole of which remains in India. A certain amount
of the money issued in pay is remitted to the United Kingdom, but- as
far as can be ascertained, this amount is not appreciable when compared
with the total expenditure—in fact, I think it may be assumed that, of
the Rs. 43-65 crores in the Indian portion of the estimate, Rs. 48 crores
are actually spent in India.

It is of course impossible to attempt to make an analysig of the ulti-
mate destination of the whole of the Indian expenditure. It can only be
said that large numbers of persons, entirely outside the Army organiza-
tion, depend for their living wholly or partly on the Army in India. In
go far, however, as the destination of the money can be traced, I will
mention a few items.

In the first place, substantial sums return direet into the pocket of the
Central Government in the shape of taxes. The larger items are:

. Lakhs of Rupees.

Customs on imported stores . . . . 32
Income-tax on officers’ pay . . . . . 55
Other Central taxes, say . . . . . . 18

Total taxes . 100
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Then there are other outgoings from the Army Budget which, though
.they are payments for goods supplied or services rendered, appear as
receipts under other heads of the Government of India’s Budget:

Lakhs of Rupees.
Rail transport charges . . . . . 150
Post, Telegraphs, and Telephones . . 17
Printing and Stationery . 13
Total 180

And, Sir, turning to the criticism that the Army in India is maintained
.at its present standard at the expense of the development of the nation-
building services, I should like to point out that so far ag the Indian
Army is concerned, the Army is itself a nation-building organization.
{An Honourable Member: *‘ Question.’’) T will not press this- point too
far, but it is clear that service in the Army teaches the virtues of courage,
duty, obedience, co-operation, and good comradeship. Moreover, the
Indian soldier is as a general. rule better fed, better clothed, and better
housed than he is in his own village—he leaves the Army infinitely better
educated and a better citizen than when he entered it, and he is instru-
mental ip promoting a higher standard of living in general. The outery
that is raised by any community when it is denied the privilege of enlist-
ment in the Army is sufficient proof of the estimation in which the Army
is held as an avenue of employment, and as a medium for maintaining
-or raising the status of that particular community.

Even the non-effective charges in the Indian portion of the expendi-
‘ture, which amount to Rs, 8% crores, have & directly beneficial effect on
the country, both material and political. Most of the pensions go back
directly into the land, and, to use the negative argument again, the value
attached to them, small as the individual payments may be, iz shown
by the discontent when anything goes wrong with the system of distri-
bution. '

And apart from the general nation-building effect of service in the
Indian Army on the people, I am sure the House will be interested to
hear that the Army Estimates include large sums which are expended on
directly nation-building services, ¢.g.,—

Lakhs of Rupees.

General education (excluding the higher military training

of officers) 38
Sanitation - . . . . . . . . . 17 .
Administration of Cant« b , . . B

. Anti-malarial measures - 2
Total 85

B2
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In addition there are Departments which. though they are organized
primarily to provide for the needs of the Army, have a definitely nation.
building influence. Among these I may mention:

Remount Department, and Grass and Dairy Farms.

The first-named has raised, and continues to raise, the standard of
horse and mule breeding in India by maintaining horse and donkey
stallions, and by the grant of concessions to private persons on condition
of the production of animals of a certain standard; while the two latter
Departments have done a very great deal to raise. respectively, the stand-
ard of fodder crops and dairy produce.

In the industrial world, too, I can claim that the Army plays am
important part. The introduction of modern machinery and methods in
factories and other manufacturing concerns helps to raise the general
standard of production, and this improvement is also promoted directly
by the strict inspection of goods purchased from private manufacturers.
We are also, on a small scale, giving direct help to the development of
Indian industry by the grant of subsidies to enable manufacturers to
start the production of commodities which have not hitherto been obtain-
able in India up to the standard required. Further, the Army does not
neglect the welfare of its labour force. In Ordnance and Clothing
Factories, for instance, we are promoting thrift by the establishment of a
Provident Fund, and raising the standard of efficiency by affording
facilities for general and technical education; and it is hoped to, do more
in these directions as funds become available. We are also providing
the workers with descent house accommodation.

It is impossible, as I have said, to compute the number of people
who make their living out of the Army, but from what I have stated, it
will be seen that the Army is a direct employer of labour on a large
scale, both agricultural and imdustrial. I may illustrate this by the wages
bil] (direct payments to labour) of the following departments:

Lakhs of Rupees.

Remount Department . . 13
Agricultural .4 Grass Farms . . N 16}
I Dairy Farms . . . . . 5
Ordnance and Clothing Factories . 70
Indian Army Service Corps workshops . 14
Industrial .
Arsenals and Depots . . 26
Inspecting Staff . . . . 2%

Total . 14T

This account of the beneficial services which are incidentally rendered
by the Army does not pretend to be exhaustive. It is based on facts as
they appear in the estimates of military expenditure, and could if neces-
sary be elaborated by the administrative authorities concerned. I am
merely attempting to show that the expenditure on the Army in India is
not a dead weight borne by the Indian tax-payer as an insurance againsh
internal disorder or external aggression.
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In commection with actual expenditure, I think it may perhaps be of
interest to Members of this House to lcno“ that the Russian Soviet
military estimates for 1926-27 were almost exactly 50 per cent. greater
than those for the years 1924-25, while, as the House is aware our Indian
Military Budget has been a constantly deereasing one.

I do sincerely trust that after the House has heard this statement, it wilk
realise that all due care is taken to administer the funds necessary for the
defence of the country as economically ns is possible.

The House may like to hear a few details regarding matters of policy
which have occurred during the last vear. It will ke remembered that
a mixed Indian Brigade was despatched to Shanghni in the Spring. I
know Honourable Members will be glad to hear how the arrangements
made for the despatch of this Brigade and the celerity achieved were
fully appreciated by the Home authorities. Indeed, it seems highly prob-
able that its timely arrival saved Shanghai from the risk of sabotage
and looting. Our Indian Brigade was withdrawn from Shanghai in August.
I have been able to see several of the units concerned, and am glad to
te able to inform the House that not only do all our Indian ranks seem
to have appreciated their time in China, but I have found that practically
every man returned in the highest spirits, as every one of them confessed
that he had been able to effect really good savings, which he had remitted
to his home. The General Officer Commandmg the Forces there has sent
the most satisfactory reports on the behaviour and discipline of our troops.

From statements made in the last Session, the House is also aware
thut the military administration of Aden is now no longer carried out by the
Government of India. Early in April the defence administration was
transferred to the War Office, from whom it will shortly be transferred to-
the control of the Air Ministry.

There is another subject which, I think, generally interests Members,
and that is the question of the mechanization of the Army. Honourable
Memters may perhaps have seen occasional articles finding fault with
us for not going sufficiently fast with a programme for mechanization.
People who hold such views are, however, apparently in ignorance of the
fact that India is not yet a highly mechanized country, and we have not
out here the large factories and mechanical works such as exist in England.
With such factories the War Office is able to carry out mechanical ex-
periments on a considerable scale, as many of the hig firms are always
prepared to undertake experiments in the manufacture of various ﬁnhting
or transport vehicles; and it will probably be realised that many exgeri-
ments have to be made before we can hope to arrive at really satisfactory
results. We feel in this country that it is essential to go slow. and
indeed what we try to do is to take advantage of the experience gained
in England, both as regards their successes and failures. We are con-
stantly experimerting on a comparatively small scale with various types
of vehicles. We have not yet arrived at a comgletely definite conclusion,
tut we are hoping that a type of six-wheeled vehicles may eventually be
found to solve the problem of traction over the various and difficult country
where transport will be required to go. Once we are satisfied that we
have definitely discovered the right pattern of tractor, we can formulate
definite plans: but we have not yet arrived at this stage. When that
stage is reached, howeven. we anticipate that we shall be able to go ahead,
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though even then initial expenditure would compel us to go comparatively
gslow. The initial expenditure must, of course, be heavy in providing
vehicles—in making storage arrangements for them, and for laying in the
very large amount of spare parts, machinery for repairs, etc., etc. When,
however, the initial expenditure has been met, we are confident that there
will be a large recurring saving in the substitution of motor traction for at
all events a portion of our rresent horse and mule transport. It must, of
course, be impossible for any Army to maintain in peace the large amount
of transport which is essential on mobilization. We hope, therefore, that,.
when we have found the right type of vehicle, it may prove itself also
really useful for commercial purposes, and should this be the case, we hope
to take up a scheme to subsidize all such vehicles as may be brought out
to this country for use in many of the large private firms, transport com-
panies, factories, ete. Such a scheme would seem to have great advantages.
from both the Army and commercial points of view, but it is impossible to.
say at present when it will actually mature. From what I have said, the |,
House will realise that, while we are by no means going to sleep or
neglecting this most important matter of mechanization, yet we are not
committing the country to heavy expenditure without the fullest consi-
deration of all necessary factors.

I will now turn to a subject regarding which I know the House is
anxious to receive information, namely, the Sandhurst Committee Regort.
It will be within the memory of Members of the House that a discussion
on this subjeet took place during the last Simla Session, when I had to
inform the House that the Government had not had sufficient time to
consider the recommendations made by the Committee, and, therefore,
were unable to make any pronouncement regarding them. I think, too,
that most of the Honourable Members present will remember the very
able speech which Dr. Moonje delivered when moving his Resolution on
this subject. 1 personally listened to his speech with the greatest interest,
and realised how deeply he had considered the matter and how fully he
brought out many of the dangers with which this country may be faced;
and I think that probably all Members of this House realised more even:
than they had done before how essential it is to maintain the Army in the
highest state of efficiency. I gathered that Dr. Moonje’s proposal to
maintain and increase that efficiency was to Indianize it at a very rapid
rate, though from what he said, it struck me that what he really aimed
at was to Indianize India, i.e., the whole Administration, rather than to
Indianize one branch of the Public Services in this country. Since then:
Government have teen in constant communication with His Majesty’s Gov-.
ernment, whose connection with and respomsibility in this problem are 80
vital, and I am glad to say that we have now been able to reach unanimous
conclusions regarding the question of the Indianization of the Indian
Army as a whole.

There are certain general considerations which I think I may, without
apology, lay before the House at the outset. There is no -disagreement,
in spite of what may be said in the course of political controversy, as to
the object which we all seek to attain. We wish to sa‘tlsiy the legitimate
desire of India to see steps taken by which the Indian people may be
equipped to take an increasing responsibility for their own defence. Ther
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Government of India snd His Majesty’s Government have frequentl:
given expression to this desire, but on one fundamental condition, which
I think all will agree with me cannot be ignored. That condition is the
factor of efficiency. The Indian Army is at jresent no greater than—and
many would say less than—the minimum required for carrying out its
appointed role. It is responsible for the external defence of India and’
for internal security, for the security of Indian States, as well as of British:
India; for we are tound by solemn treaty to provide for the defence of
Indian States, and we can no more think of ignoring that obligation than
*His Majesty’s Government could have denied the obligation to assist
Belgium, to whom they were similarly bound by treaty in 1914. In the
general field of external defence, the world is not so peaceful that we
can afford to make less efficient an Army already reduced to the minimum, .
and the corollary of this is that we can admit of no lowering of the-
standard of efficiency. Another vital consideration which must be borne in
mind is that, in any circumstances which can at present ke foreseen, we-
shall continue to require, as the Committee themselves recognised. the best
type of British officer to play his part in the Indian Army, and, whatever
be the scheme which we now propose, it must have regard to the neces-
sity of encouraging the flow of such officers into the Indian Army. With
these three considerations in mind—

Firstly, recognition that a further measure of Indianization is.
necessary ; -

Secondly, that, as emphasisqd by the Cbmmitt-ee, the efficiency of
the Army in India must not ke allowed to be diminished ; and

Thirdly, as the Committee also observed, that there must be no
breakdown in the supply of British recruits to the extent re-
quired,

Government have formulated proposals to achieve the end we have in
view, which I will explain briefly to the House.

_ The Committee recommended an increase in the present number of
direct vacancies at Sandhurst from 10 to 20 a vear. They also recom-
mended that Viceroy’s Commissioned officers, who satisfy certain conditions
should be enabled to qualify for additional vacancies at Sandhurst. I
am glad “to say that His Majesty’s (Government have accepted both these
recommendations. We propose that the number of vacancies at Sandhurst
available for Viceroy’'s Commissioned officers should Le 5, unless the
number of cadet candidates for Sandhurst falls short of 20 in any one year,
in which case the shortage may be made up by granting more vacancies
to Viceroy’s Commissioned officers, up to a maximum of 10. These
proposals, .it will be observed, involve a very large proportionate increase
over the present number of vacancies.

In regard to the future, the Committee appended to their Report a
table showing their, suggested scheme for increasing the number of vacan-
cies to be thrown open in succeeding vears from 1929 to 1952, inclusive.
This g.u_ggested sph_em,e was contingent upan two events:

*"" " Firstly, that candidates of the requisite stamp and efficiency should
b_edi_nrt-hc(iming in the numbers specified for each of those vears;
an ' )
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Secondly, that as time went on the scheme would have to be recon-
’ sidered, and, if necessary, revised from the standpoint of effi-
ciency. The Committee, if I may quote their own words, said :

_‘‘We are fully alive to the fact that the progress of our scheme, as of any achemse,
must be. contingent upon success being secured at each stage and upon military
sffiviency being maintained throughout. We have given explicit recognition to the
possibility that our scheme, if adopted, may itself require to be modified in the light
of experience.”’ :

With these considerations in mind, the Committee recommended that
in any case their scheme should be reviewed in 1938. Now, while it was
possible for the Committee to put forward a time-table of expansion as
a suggested scheme for Indianization in the future, it is not possible for
Government to commit themselves to a progressive numerical scale of
this kind before they have seen for themselves the effect of the large initial
increase in the vacancies offered. Government can only say at this stage
that, if advantage is taken of the opportunities offered to Indian candidates,
and the initial vacancies do in time produce a constant supply of voung
officers of the required standard of efficiency, the question of further
increasing the vacancies to meet the supply will inevitably arise. In
other words, the Committee have produced a programme which it realises
is liable to be corrected according as candidates come forward or mnot.
Government, on the other hand. prefer to frame the later stages of their
scheme in the light of actual experience. It must be rememtered that the
10 vacancies now available to Indians annually, do not produce 10 Indian
King’s Commissioned officers every year. By doubling the number of
vacancies for direct commissions, and adding 5 more for Viceroy’s Com-
missioned officers, we hope, as the Committee hopes. to improve and
enlarge the annual supply. When that happens, that is to say, when a
steady flow of candidates of good quality and in increased numbers is
assured, the question of further increasing the number of vacancies is bound
to follow,

As the House is aware, Indians have up to now been ineligible to enter
the Royal Military Academy, Woolwich, or the Royal Air Force Co'lege.
‘Cranwell. The Committee recommended that 8 Indian cadets should be
eligible for competition to the former, and 2 to the latter. I am pleased
to be able to inform the House that the Government of India and His
Majesiy’s Government have been able to agree to the principl% that, in
future, both Woolwich and Cranwell will be thrown open to our Indian
cadets. It has been decided that, in the first instance, a maximum of 6
vacancies for cadets shall be offered for the Roval Military Academy,
Woolwich, divided between Artillery, Encineers, and possibly Signals: and
the same number will he offered in the first vear for the Royal Air Force
College at Cranwell. The House will see that this makes s maximum total
of 37 Indian vacancies at Sandhurst, Woolwich, and Cranwell. As re-
gards the two latter, I have had to use the words ‘‘ in the ﬁrst: instance ’,
as naturally the question of the numbers to be admitted as time goes on
must devend upon the existence of vacancies which can be filled. As re-
gards Woolwich. this must depend upon how many of our Indian cadets
are able to qualifv for Fingineers or Artillery, respectivel_v.‘ Both are com-
varativelv small Services for which the number of vacancies must natural-
ly be limited, and failures for one cannot be sbsorbed into the other; while
in the csse of the Air Force, the question of the e-ventual n.umbera will
have to depend upon whether we meet with success in producing numbers
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sufficient to emable us to evolve a satisfactory scheme for the formation of
an Indian Air Force. These points will naturally have to be dealt with
later on, as experience is gained regarding the numbers who may qualify.
Indians have now, for the first time in history, the opportunity of becomring
officers in the Artillery, Engineer, and Air Services of the Indian military
éstablishment, and the obligation now lies upon India to prove that her
sons are fit for this great charge.

.« 1t will be remembered that the Committee recommended that cadets
for Woolwich and Cranwell should be treated precisely as other cadets going
up in England, as regards examination and qualifications—a recommenda-
tion which has been accepted. In this connection, I should like to say
a few words regarding the Sandhurst examination. I think the House is
generally aware of the comparatively high percentage of Indian bovs who
pass into Sandhurst by the examination test held in this country, and then
fail either in the retention tests while at Sandhurst or to pass out into the
Indian Army. This may be due partly to a natural tendency on the part
-of the selecting authorities in India to pass a bov who has the smallest
chance of getting through his subsequent examinations and passing out of
Sandhurst. I know that I have felt this tendenev at times myvself. But
T think that the subsequent failures are reallv due to the fact that, while
‘the ‘retention and passing out tests are identical for British and Indian
cadets, the cntrance examinations are different in character. As I stated
‘when speaking on this subject in Simla, I regard it as a real unkindness to
send a boy to Sandhurst unless there is a reasonable hope that, as regards
educational and other qualifications, he will be on a par with the other
cadets with whom he has to associate. If a cadet is unable to pass out of
Sandhurst cwing to his general low educational qualifications, it means
that he will have wasted a year or eighteen months there which he might
well have spent preparing himself for some other profession.

‘We therefore propose that our Indian boys should in future be examined.
as far as possible, by the same tests as English boys at Home, making due
allowance for difference in language and general knowledge. I should like
to make it clear that our Indian boys will not be competing with British
boys; they will compete among themselves. but the tests will, as nearlv as
possible, be the same as those undergone by British bovs. We intend that
the actual papers set for the Sandhurst examination shall he sent out to
this country, and simultanoeus examinations held in England and in India.
Tf time permits, the papers from here will be sent to England to be marked
bv those who set them; but if there is not sufficient time, between the date
of publishing the results and the date on which bovs have to join at
Sandhurst, to enable Indian bovs to get their kit together and make their
arrangements for the journey, then we propose that the papers sent from
England shall be marked in this countrv bv our Public Service Commis-
sioners. We further pronose that the Public Service Commissioners should
in any case set and mark certain papers for Indian candidates, to take the
place of some papers in the Home examination which are not altogether
ruitable and in which our bovs micht he somewhat at a disadvantage.
There will probably be a snecial general knowledee paper suited to Indian
education, outlook, and exnerience: and possihlv also sn Indian history
paner in place of the existine modern history naner which deals mainly
with Europesn history; we also  intend that there shall be papers in
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Persian, Sanskrit, Urdu, or Hindi, to be taken as optional subjects instead
of Latin, Greek, French or German, etc. There are other minor points re-
garding which ‘it will be unnecessary for me to go into detail here. I
would only mention that approval has been given to the nomination of an
Indian non-official gentleman by the Viceroy—as recommended by the
Committee—to form part of the Oral Examination Board before which the
cadets appear. It has also been decided that the local civil authorities,
e.g., the Collector or Commissioner, shall not have the power of turning
down a candidate before he reaches the examination stage, -

I should like now to say something as to the method proposed by the
Skeen Committee for the posting of Indian cadets to the units of the
Indian Army. The Committee recommended that what is known as the
eight-unit scheme should cease, and that the Indian cadet should be
gazetted to any unit of the Indian Army. Although, as I have said, Gov-
ernment are at one with the Committee in their desire to increase the num-
ber of vacancies for Indians and are anxious to give India a wider oppor-
tunity to prove that suvitable material is available, they are not convinced
that the policy of posting officers as recommended by the Committee could
be pursued without running a greater risk of reduced efficiency than they
consider justifiable. And when the House realises the definite reason for
which the Government of India at the time, on the advice of the late Lord
Rawlinson, introduced the eight-unit scheme, I think it will also realise
that it must be impossible to abandon it until it has had a full and fair
trial. Lord Rawlinson was, I know, constantly pressed to state a date
when he could say that further Indianization on a large seale could be
adopted. He therefore put forward this scheme as designed to test Indians
on their own merits, and the only way of carrying this out was to officer
certain Regiments with Indians from Sandhurst, so that when a stage has
been reached where Indians commanded Squadrons and Companies and
later on: Regiments, it would be possible to arrive at a definite conclusion
as to whether units so commanded retained their efficiency equally with
-units eommanded bv British officers of the same standing. These reasons
still hold good, and the present Government equally with the Government
at that time feel that, if Indian officers were scattered all over the Indian.
Army, it would be impossible to obtain any criterion as to their ability to
command units, to take responsibilitv, and generallv to show themselves
efficient unit commanders. I gathered that the recommendation of the
Committee regarding this matter was to some extent the result of the evi-
dence given to the Committee by voung Indians who are now attached to-
these eight-units. On reading the evidence of these cadets, I must acknow-
ledge that I was personally very surprised at its nature. T say this because,
in the course of my inspections, I have, I think, seen all the units con--
cerned. and have made a point of having a talk with everv voune officer.
I mean a private talk at which I have asked the boys to tell me all about
themselves—if they were quite happy with their regiments—and if they
were being treated exactlv and in all respects like their brother British
Sfficers; in fact to open their hearts about anvthing they wished to sav.
Tn onlv one case have I found a young officer who did not tell me that he
was perfectly hapnv where he was. All the others spoke with the highest
regard—indeed, affection—for the British officers serving in the Reéegiments
with them: and T have invariablv been assured that thev were treated ex-
actly and in everv respect like the British officers of their own standing:
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In the one case where I found unhappiness, it was curiously enough because
the young Indian officer concerned told me that he did not get on with-
! some of his brother Indian officers who had been gazetted to the Regiment
from Sandhurst—a trouble which I hope this particular officer has since
got over. I may mention that I frequently get letters from the parents.
of boys who are at, or just leaving Sandhurst, asking me to post their
boys to units other than the eight in question, and their 'resaon's.for asking
this arc generally that they wish their boys to serve with British officers.
whom they have themselves known during their service in this country.

In this connection 1 should like to say how very much 1 deprecate the
use of the word ° segregation ° which somehow seems to have crept in.
when talking of this eight-unit scheme, I cannot myself see where segre-
gation comes in, for the Indian officers in these units are serving side by
gide with British officers—British officers with whom, as I have said, they
are on the best of terms; and it will be many years yet before the last
British officer is eliminated from any of the eight-units. The House
possibly does not understand the sysfem, which I will very briefly explain.
The officers of a Regiment are divided into what I might call roughly three-
categories—the Commandant, Squadron or Company Commanders, and
Squadron or Company Officers. Young officers on leaving Sandhurst are
posted to units as Squadron or Company officers, and gradually work their
way by seniority up those lists, before coming up for consideration for pro-
motion to Squadron or Company Commanders. It takes from about 17 to 20~
years” service for an officer to come up for the appointment of Squadron or
Company Commander, and asbout 25 years’ service for the appointment of’
Commandant. As the senior of our Indian cadets to be posted to Indianiz--
ing unils has at present only some five years' service, and as the establish--
ment of the Regiment has to be maintained in officers up to the 25 years"
service which it usually takes to get command, it will be seen that there
must for many years to come be a large proportion of British officers with:
all these Indianizing units; and who are purposely retained in them so as
to give all the help in their power in the training of young Indians to assist
them to take over the Command of Squadrons and Companies when they
have sufficient seniority, and later on Regimental commands. With such a
system, it seems hard to realise how such a word as segregation can be
applied to it.

Bearing all this in mind, Government propose to continue as at pre-
sent to post the new commissioned officers to specified units, in which
units the anticipated output from Sandhurst can for some years to come
be absorbed in the normal way. When this is no longer possible, and we
find we have available young officers who have passed out of Sandhurst
in larger numbers than can be placed or the cadres of Squadron and Com-
pany officers in these 8 units, we shall be in a position to commence forming
one or possibly more homogeneous units as far as its officer cadre is con-.
cerned, i.e., King’s Commissioned officers replacing Viceroy’s Commissioned
officers. and so forming the unit on the same organization as obtains in
all British units; but, as T have said, it will probably be a few years hence
b%fora the existing eadres are completé with Indian King's Commissioned
officers, ‘

There is ‘another recommendation made by the Committee to which
Government have not been able to agree, namely, the immediate formation.
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of a Sandhurst in this country. The Committec recommended that this
should be established in 1933. They fixed upon this year because, accord-
ing to their time-table, the number of candidates from India would by
that time be large enough to justify the establishment of an Indian Military
‘College, and also would probably be more than Sandhurst could be expected
to accommodate. The Government of India cannot, however, predict that
the number in question will be reached in any particular vear; and they
therefore cannot now fix a definite date fcr the inauguration of an Indisn
Military College. _

In making their recommendations for an Indian Sandhurst, 1 think
the Committee had in view two principal reasons:

(1) That, with the increased numbers of Indian cadets, it would be

mmpossible for the home Sandhurst to accommodate them;
and

(2) That it was unfair that the parents of boys going from this
country should be subjected to the heavy extra expenditure

involved by educating their bovs in England rather than in
India.

As regards the first point, as I have already informed the House, the
War Office has agreed to take out 25 cadets for whom there will
ncw be vacancies. I believe—and I think that most Members
will agree with me—that there can be little doubt but that the
-education and experience generally to be obtained by boys at the English
Sandhurst, rubbing shoulders as they do daily with British cadets, must
‘be all to their advantage, both in the formation of character and in their
‘general educational qualifications for taking their place, in time to come,
as officers of the Army. For vears past we have certainly fcund that
English bovs going to Sandhurst improve enormously during their time
there as regardg the formation of character and all that this means. We
‘have also found what a very beneficial effect the Sandhurst ccurse has
had on our Indian boys; and we feel that, as long as Sandhurst can con-
‘tinue to take in these boys for us, it is only right that we should take
advantage of the education there. It will certainly take many years befcre
we can hope to establish in this country a College which would be able
‘to compete in efficiency with the training to be obtained in England; and
‘let us hope that, when that time does come, we shall have a sufficient
number of our own Indian ez-Sandhurst cadets—and in due course ez-Staff
‘College officers—to take a hand in forming any Military College which we

may establish out here, and to play their part as instructors and professors
-at it.

Then as regards the question of expense. Knowing my Indian officers
as I do, this is a point which has always appealed to me most acufely,
“for so many of our old Army officers have pointed out how they would like
to send their sons to Sandhurst, but cannot afford to do so. I am pleased
to say that Government recognise this, and have decided to meet the diffi-
culty by giving a grant-in-aid to cadets educated at Sandhurst, Woolwich,
or Cranwell, of an amount calculated to be the difference between what
education would cost in such a Cbllege in this country and what the actual
-cost of the Home education in like circumstances is. (Applause.) T trusé
that this very important factor, which I personslly am so very glad to see

settled in this way, will meet with the approval generally of Members of
this House.

1 p.u.
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Members will no doubt ask the question: ‘‘So far, so good; but what is.
1o be the rate f further advance?”’ To this question the answer must
be: '‘It depends upon Indians themselves’”. Until we hpv.? full experience
of the results of the increase now proposed, we do not limit our discretion
by detailing a fixed programme of automatic increase of these numbers.
Such increase must depend, I repeat, upon results. The question of
expansion of the numbers at present proposed, as of thé creation of an
Indian Sandhurst, will of necessity come under review when the numbers
coming forward are greater than the new vacancies offered can absorb.
The one essential condition will always be maintenance of the requisite
standard. As I have already said, the object which we all seek to achieve
is to fit Indians to undertake the defence of India. As constitutional
advance progresses the question will continually be asked how far the
military side of Indian Swaraj has kept pace? Government contemplates
that, as India progresses towards full self-government within the Empire,
there may be in prccess of development an Army of the same character as
the Dominion armies, organized on a national basis and officered by Indians
holding their own distinctive national form of commission. That is our
policy of Indianizaticn. This process of development will naturally be
contingent on the success achieved in the various stages of the experiment.
The way is now open for the first time for Indians to enter new branches
of the Army, and to enter in greatly increased numbers. In no quarter:
is it desired tc impose arbitrary limits to such expansion of India's military
efiort as events may prove to be within the reach of her capacity. Tho
rate of progress in these matters, depending as it does so vitally upon the
human element, cannot be the subject of an automatic time-table; but
Government has now, I venture to think for the first time, laid down the
lines of a policy which affords the best means of reconciling the legitimate
desires cf those who speak for India with the necessitv of maintaining at.
every stage the requisite strength of our defence fcrces. (Applause.)

After hearing what I have said, I hope the House will be able to agree
that all consideration and sympathy has been shown in meeting Indian
aspirations. I feel I should apologise for having detained the House so
long, and I will only add a very few words. I Think Members of the House
among whom are many old friends, kncw that the Indian Army has been
mg- home for well over the last 40 years, and my love for it is entirelv
wholehearted. (Applause.) T yield to none in my affection for it—in my
pride for its great traditions and wonderful past record—and in my jealousv
to ensure that its future and efficiency shall be safeguarded. This I feel
would not be the case if Government were to attempt to go further at the
present time than they have done in the steps taken to further Indianiza-
thl'.'l‘, which, if forced too hurriedly, would assuredly bring disaster to this
Indian Army of ours, ruin to the cause of India, and broken hearts to the
many magnificent old Indian soldiers who have been myv comrades, and—
as they themselves know well—my best of friends, throughout my life-
time. (Applause.) i

Pandit Motilal Nehru (Cities of the United Provinces: Necn-Muham.-
madan Urban): Sir, I have listened with great attention to the lohg exnect-
ed announcement which has just been made by His Excellency the Com-
mqnder—m-Ch:g,f. I am sorry I have to confess that it leaves me cold.
It is to my mind in perfect keeping with the policy to which we owe the
Statutory Commission which is now doing wonders in the Madras Presi-
dency. We know what those wonders are. It has entered :nto an alliance
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with all the Government Publicity Departments and also with that great
_news agency, whcse worthy representative we have in my friend._ Mr. K.
.C. Roy, in this House. That alliance is for the purpose of throwing dust
‘in the eyes of the world. Sir, I have not the remotest doubt in my own
mind that the announcement made this morning is & further step in the
same direction. But 1 wish to tell all whom it may concern that it will
no more deceive the public than have the glowing accounts which this
mutual admiration society of seven has been issuing from the Madras gide.
Throughout the very graphic description of the great concessions that have
‘been made to the public demand and especially to the recommendations
of the Skeen Committee, we find no real substance. The real thing which
we wanted, is to be found nowhere. Now, Sir, so far as the recommenda-
tions of the Skeen Committee are concerned, I must admit that I am one
«f those who found little reason to enthuse over them. I had once the
honour of being on that Committee, and I may say, without meaning any
disrespect and with due deference to my friend Mr. Jinnah, that I felt
a sense of relief at having had no hand in those recommendations when
I saw them in print after my having retired from the Committee at an
earlier stage.

Mr. M. A. Jinnah: What do you feel now?

Pandit Motilal Nehru: I have the same feeling now; the feeling is more
enhanced than it was, because even if everything suggested by the Skeen
Committee had been given effect to, even if a Sandhurst had been founded
in India, we would have been where we were for some generaticng to come.
But that was not to be. The insatiable greed of the Government for
domination would not contemplate even at a remote date the contingency.
of India’s standing on her own feet. As far as I have been able to under-
stand His Excellency the Commander-in-Chief and the programme that he
has laid before us, it is simply a case of what is usually described as
Indianizaticn, at perhaps a brisker pace than it has been in the past. Now,
I may say at once that the word ‘‘Indianization’’ is a word that I hate
‘irom the bottom of my heart. I cannot understand that word. What
do you mean by Indianizing India? I think His Excellency himself was
surprised at the use of the wcrd. The Army is ours; we have to officer
-our own Army; there is no question of Indianizing there. What we want
iz to get rid of the Europcanization of the Army (Hear, hear from the
Congress Party benches.) Now, what are the chances of our doing so.
No Sandhurst is to be given to India, which means a great variety of pro-
positions. First of all, it will be said that without a Sandhurst of the
precise type and of the standard of the real Sandhurst, there can be no
proper military education, a proposition which I deny. The next argument
is that even the ten cadets that are required for the real Sandhurst are
not available. The third ground is that it must take a long time to have
such an institution in India. Necw, Sir, I gubmit that not one of these
propositions is sound. 8o far as the dearth of men and cadets in India
is concernéd, 1 have no difficulty in saying that it is a calumny on the-
_manhood of India to say that there ig any such dearth. (Hear, hear.)-
During the short period that I was on the Committee, I was convinced -thas:
it was not the dearth of men but the want of inclination to get at the proper
men suitable for the purpose. What did we find? There were men sent
to Sandhurst who were turned back because they could not even follow
‘the language in which the lectures were delivered. And what do we find

L
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in this country? Thousands upon thousands of'-mer; who certainly are
«quite able to follow the English language, whoever the professor and what-
ever the strange tongue that proncunces it. But they were not to be taken.
What was the greatest recommendation for selection was whether the
father, grandfather or great-grandfather of the candidate had served in the
Indian Army. (Laughter from the Congress Party benches). That was
the chief recommendation. However, I think that part of the case will
‘be dealt with by my friend Mr. Jinnah who was on the Committee all
through and has certainly superior knowledge to my own from the material
that was placed before the Committee. I base my position upon the single
circumstance that you have provided nothing for the training of our men
whom you can find in any numbers you like, provided you have the inclina-
tion to find them. An Indian Sandhurst is not to come into existencel
What is to happen? Well, there are some more places for cadets to be
thrown open at Woolwich, Cranwell and Sandhurst, and the process of
what is called ‘*Indianization’ is to take its own course. Then the ques-
tion formulated by His Excellency was: ‘‘Perhaps some Members would
ask me—what about the future?’’” He raised India to the position of gods
when he said: ‘‘The future is on the lap of India; it lies with India’’.
What is pcor, emasculated, helpless India to do with its teeming millions,
with its thousand and thousands of capable, ablebodied 'and intelligent
young men who are ready and willing to join the Army if they were giyen
the chance, unless there is some means of training provided for them,
unless they are admitted on their.cwn. merits .and .not on the merits or
demerits of their fathers and grandfathers? BSir, the whole thing is that
there is no intention of putting India on her feet at an early date. That
is the whole truth of the matter. However sugar-coated the announcement
may be, however tempting the cffer of admission into Woolwich, Cranwell
und Sandhurst, the fact remains that no substantive advance has been made
io:;a.rds giving us a national army in the sense of its being officered by
ndians,

Now coming to the question of expense of founding training schcols
j and colleges, I say that if we can afford over 50 crores of rupees every year
for the normal expenses of keeping up this large army, it is sheer hypocrisy
! to say that we cannot afford a quarter of that amount which I have no
'doubt will suffice to provide military schools and colleges all over the
country. In order to meet our annual requirements we. must find the
50 crores, but we can find no money for these training colleges. I submit
that, if His Excellency the Commander-in-Chief were really to turn his
attention to the military budget, he will find in that very budegt enough
funds to devote to purposes of training. However, as I have said else-
where and here, I see no sign whatever in British statestien of a real
desire to give India what by word of mouth thev say they intend to give. _
There is no real desire, and unless there is that real desire, India cannot
progress.

I was rather amused at certain parallels drawn by His Excellency.
One of them was that the Soviet Budget was much: larger than the Indian
Budget. that it had increased by 50 per cent. I have recently been in
‘SBoviet Russia, and I know why they are increasing their military budget,
at least the reason which they gave me. They are living in perpetual
danger of England provoking a war with them. (Laughter from the
Treasury Benches.) It is very easy to laugh, but I think many of those

» Who laugh have not been admitted into the copfidence of the War Office
‘and know nothing sbout what the designs of the War Office are. What
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a comparison this is. What is the army in Russia’ 1t is a national army.
1t is the army of Russian peasants officered by Russians. Any amount of
expenditure in face of a common dunger will not be grudged. What is our
armyv? I have not the slightest hesitation in saving that our army is a
mercenary army employed by foreigners to put dcwn their own country-
men, and to keep them under foreign heels. Surely no self-respecting
nation will without compulsion contemplate such a contingency as having
to pay for a mercenary army in order to remain under control by an alién
Government.

Then His Excellency said that some of the Indian soldiers who were
sent to China muade large remittances home. That again was a very
interesting piece of information to give. Where did these remittances
come from? Was it the savings from their salaries, or wag it loot which
they were allowed to muke from the poor Chinese? If it was . . .

The Honourable Sir Basil Blackett: The savings of their salaries,
Sir.

Pandit Motilal Nehru: What about their savings in India then? Why
should they be able to save money in China, in a foreign country and
not=in India?

His Excellency the Commander-in-Chief: I do not know why; but I
can assure you they did save.

Pandit Motila] Nehru: I am sure they did; but probably they were

let loose upon the poor Chinese who . . . . (Cries of: ‘‘Withdraw’’ from
the Government Benches.) I am not going to withdraw. I repeat a
thousand times that our soldiers were not used . . . (Cries of: ‘‘Order’’

and ‘‘Withdraw’’.) You may shout yourselves hoarse. I will not with-
draw. I say that our soldiers were not used for the honourable purposes
for which a soldier should be used.- (Cries of: ‘‘Hear, hear’’ from the
Congress Party Benches.) They were used in order to humiliate the
nationals of another country who wanted to assert their independence
against . . .

Mr. G. M, Young (Army Secretary): You said they looted.

Pandit Motilal Nehru: You exacted from them a duty which, if they
had been independent, they would have refused to perform.

The Honourable Sir Basil Blackett: Will the Honourable Member
substautiate the statement that they looted and that they were ordered
to loot ? i

Pandit Motilal Nehru: What am I to substantiate?
The Honourable Sir Basil Blackett: A lie.

Pandit Motilal Nehru: Am I to substantiate what is human nature to
my learned friends over there? I say it is human nature and 1 repeat

it a thousand times over in spite of all the noise that has been made on
the other side.

The Honourable Sir Basil Blackett: I say it is a foul slander.
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Pandit Motilal Nehru: Then you are so full of animal nature that you
have no idea of what human nature is or ought to be. It is nothing but
animal nature which prompted the sending of tl}e&e troops there in spite
of the protest we made in India. However, Sir, leaving that alone: 1t
is no consolation to any Indian that his countrymen who were soldiers.
gent to China were able to make remittances home from China.

Then His Excellency said that we will get advanced Indianisation—
that is his word again—in proportion to the advance in responsible gov-
ernment. Now, what are the steps that are being taken for any substan-
tial advence in responsible government? There is the Statutory Com-
mission; as I said, it is assiduously busy in circulating glowing accounts
of its own proceedings and in suppressing the real kind of reception that
they are having. And what will they do? They have now given out the
procedure which thev mean to follow. That is a procedure, Sir, which
we of the Congress Party at any rate will not submit to for a single
moment. How is responsible government to be granted to India? The
Army is kept apart. The Army is no part of responsible government.
There is a separate Committee to go into the question of the Indian
States. They are not in India. And yet responsible government is to
be granted by some miracle by this Statutory Commission to India. It
ip not pretended that responsible government is to be given; it is only
a progressive advance that is going to be made; just as His Excellency
the Commander-in-Chief has said increasing responsibility in the Army,
corresponding to progressive responsibility in government . . . . .

Lala Lajpat Rai {Jullunder Division: Non-Muhammadan): There is
nothing to prevent them saying that we should go back on the exsting
reforms.

Pandit Motilal Nehru: I thought vou said going back without doing
anything; I am sure they will go back after doing some mischief. How-
ever, Sir, this is an age-long aflair. There have been Empires before
this which have done the same thing. They have ignored the lessons of
history, and the British Empire is doing the same. I will not say more
on this oceasion but sit down after again repeating the warning that
the day of reckoning is not very far.

*Mr. M. A, Jinnah: Sir, I appreciated the words of His Excellency the
Commander-in-Chief when he said that the Government appreciated the
labours of the Sandhurst Committee as well as the work of the Sub.
Committee, whose report and proceedings still remain suppressed and
concealed by the Government, (An Honourable Member: ‘‘Shame’”), and
the only reason that we heard after repeated questions and supplementary
questions on the floor of this House was that His Lordship the Secretar:v
of State for India was pleased to direct that the report and the proceed-
ings of the Sub-Committee should not see the light of day. His Excel-
lency the Commande:s-in-Chief was particularly pleased to commend the
labours of the Sub-Committee which are kept in the dark. And nobody
knows anything about it. I wonder whether His Excellency the Com.
mander-in-Chief himself knows anything about it. If his appreciation
was a genuine one, then I hope it is based on the work which he knows
has been done. If he does mnot kmow it, which is very likely—probably
he has not seen the report himself—in that case it was a formal ackmow-

ledgment, of appreciation of our labours. But whatever it may be, I would
»

i *Speech not corrected by the Honourable Member.

C
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again ask His Excellency the Commander-in-Chief the same question
which I asked on the last occasion when the debate took place on this
subject—may I know what object you have in trying to suppress and
«conceal the report and the proceedmgs of the Sub-Committee? Can you
explain to me why vou want to do it?

Sir, let me pass on from that point. My friend Pandit Motilal Nehru
said that he had the honour of belonging to that Committee but he lett
it. I think he was wise. (Laughter from the Congress Party benches)
He at any rate realised that it was not worth his while to waste his time,
his energies and his brains, and at some sacrifice. But, Sir, I did not
follow that line, and I said ‘“We must continue; we must produce what
we consider a fair, reasonable and practicable scheme for the purpose of
cpcelerating the Indianization of the officer ranks of the Indian Army’’.
We were at it, Sir, for fourteen months, and the report I was happy to
find, was unanimous. And what is the answer of the Government to-
day? The Government has fundamentally turned down that report. It
cannot be disputed. The very foundation of that report was turned down.
‘The Report was made, Sir, on the 14th November, 1926, and to-day we
are in March 1928, and His Excellency the Commander-in-Chief, re-
vresenting, I suppose the Government of India after due and deliberate
.consideration of this report for this long period, is to-day in a position to
make this pronouncement. Sir, I can only say that I most emphatically
protest against this pronouncement. I say it is a travesty of the recom-
‘mendations, the unanimous recommendations of the Sandhurst Commit-
tee. I say, Sir, that on this occasion it is very difficult to deal with the
details of this pronouncement which the Commander-in-Chief has made.
And I would therefore take the earliest opportunity, if possible at the
next meeting, to move the adjournment of this House, as a vote of cen-
sure on the Government for not carrying out the recommendation of the
Sandhurst Committee, which was approved by this House by an over-
whelming vote. Therefore, Sir, I will reserve myself, if that occasion is
possible for us.

Mr. President: You will only have 15 minutes then.

Mr. M. A. Jinnah: Now, Sir, I am not going to take up much more
time, if, as I say, it is possible for us to avail ourselves of the opportunity
to move an adjournment . . .

Mr. President: But that will only give you 15 minutes.

Mr. M. A. Jinnah: It may be, Sir., But as I say, I shall have 15
minutes on that occasion. And if I do not succeed again in fully dealing
with this announcement which the Commander-in_.Chief has made, then,
Sir, according to the procedure of this House, I shall avail myself of
another ocecasion, and that is to move either a cut or the total rejection of
the military grant. (Hear, hear.) And perhaps, Sir, even if you will deal
with me most strietly, I shall get another 15 minutes. Therefore, Sir,
1 shall avail myself of the 15 minutes that are possible now. And I say,
as I started by saying, that I enter my emphatic protest against this
announcement. The Commander-in-Chief, Sir, has given us a long and de-
tailed statement. But it comes to this. He says, the 8 unit scheme must
Temain in operation. I think he knows as well as I do that every British
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«officer who gave evidence was opposed to it, and every Indian officer who
gave evidence was opposed to it. And yet it is not given effect to. Why?
1 will give you, Sir, and this House, the only reason. The Commander.
in-Chief put it in a very diplomatic manner, because he thought it will be
taking a risk. What risk? Of displeasing the British officers. What rigk?
That the British recruitment may fail. Why? Because it is only by
means of the 8 unit system that an Indian will never be the superior of
a British officer. And, Sir, it cannot be denied, that that is the only
method by adopting which you will maintain the position that no Indian
can command o British officer. And that, Sir, is clearly given as an an-
nexure to the SBandhurst Committee's report in an extract from a lee-
ture. This is what the lecturer said .

“We find fifty-three Indians amcngst them (subalterns) out of a total of 480. Of
these fifty-three, eleven belong to Indianised units, and cut of the forty-two remaining,
six are over forty, and twenty-two between the ages of thirty and forty. The majority
-of these will take their first pension and clear out, for age precludes the possibility
of their rising very high. Fourteen are left, eight of whom will not become captains
till they are thirty-two years of age or over. Probably these will find that age will
prevent their going very far, and of the six remaining, four will be just on thirty
when they get their captaincy, and only two will get their captaincy at the age of
twenty-eight. A study of the Army List leads me to the conclusion that twenty years
hence only a very few Indian officers out of those now serving will be left scattered
about among the 131 units of the Indian Army open to British officers to-day.”

" With reference to the scheme of the eight Indianised units this is what
€ BAyS:

“‘Firstly, what are the chances of a British officer entering the Indian Army to-day
having to serve under Indian officers? In considering this question, remember that
the average age on becoming a captain in the Indian Army is twenty-eight, and on

ing a major, thirty-seven. The figures that I give are approximately accurate
and are taken from the Indian Army List of January, 1925. In the Indian Army
to-day we have seven Indian captains, of whom two are about to go. Of the remaining
five, two belong to Indianised units to which Britieh subalterns are not being posted;
s0, of a total of 1583 captains in the Indian Army, there are only three Indians
under whom a Britisher might be called upon to serve, and two of these, owing to

éﬁei&_age. are not likely to be promoted beyond the rank of major. So much for the
aptains.’’

Well, Sir, in the 131 units there are a few Indians that are scattered
-about', of which only a very few—two or three—ma get a chance of being
superior officers, to the British officer, and in the eight Indian units there
18 no chance—it obviously stands to reason—there is no chance that a
Bn.tmh officer can ever be under an Indian officer. Now, Sir, that is the
plain meaning of it, and that risk the Commander-in-Chief says he is no%
prepared to take, and therefore, on this ground. His Majesty’s Gowvern-
ment, with his concurrence or the concurrence of the Government of India,
Eave decided that this system of 8 units should continue. I ask vou,

Do vou think you can justifv this?”’ TIf vou think so, I have nothing
more to say.. Then, Sir, with regard to other matters, says the Command-
er-in-Chief, ‘“We are not going to say anything against the recommenda-
tion of the Sandhurst Committee and we have practically turmed it down.

ut we are going to do this. We are going to increase the number at
Bandhurst and & few little things which the Committee recommended,
which are matters of detail, might be carried out.’’ 8ir, that does not
take us any further at all except that vou may say, ‘“Well, you had only

Vacancies; you will now get 25.”” T concede that he has increased the

c2
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number. But, Sir, that is not really what we are aiming.at. You might
say that while up to now Indians were not admitted into Woolwich and
Cranwell, now you get 6. That is not what we are aiming at.
The Commander-in-Chief knows perfectly well, and he knows better than
anybody else in this House, that what we wanted was to lay the founda-
tion, the beginning of a Military College in India, that will establish our
own traditions, that will establish a system of our own, and the sooner
that is done the better. And you want that the later it is done the
better. That is the real issue.

I will not detain the House further on this occasion, but I may say
one word. As regards the observationg that His Excellency the Command-
er-in-Chief made, that he agreed with Sir Victor Sassoon that the military
expenditure which we were paying was an insurance premium for
safety, that phrase is very attractive and it conveys various meanings.
But, Sir, have I got the choice of changing the insurance office? Have I
got the choice to say that I could get as much safety by paying a little
less premium? (Sir Victor Sassoon: ‘‘To whom?'') Not to you, but to
the people of this country, What is the good of saying all that here?
Here is a machine. The whole machine of yours is based, as I have re-
peatedly said, on the principle of a garrison in this country. His Majesty's
forces are stationed in this country as a garrison, that is the principle of
your insurance. I do not want a garrison to insure me, but I want a
national army. So the whole principle is bad from start to finish., Of
course, so long as you maintain this vicious principle, so long as this
machine continues with its present constitution, with its present organisa-
tion, undoubtedly you cannot reduce the expenditure very much. What
is the good of His Excellency the Commander-in-Chief telling us yarns?
It reminded one of the stories that one heard from one’s grandmother
when one was a child. He told us, “Oh, but the Army. Good gracious
me! It is doing more national work, it is a better nation-building depart-
ment than any other department that exists in this world. You see what
we do. We give them education, we spend so much money on it. We
train the people. Look at them. They are better fed, better clothed than
they would be in their own villages. We do so many things. We have got
our little factories. We are pioneers of evervy national movement in this
country ’* Sir, T may tell His Excellency that these yarns will not do.
That is not the issue. I dare say you have reduced the price of ghee, and
I do not charge His Excellency with not doing his best. I do not blame
him. TIf you were to put me there in the place of the Commander-in-
Chief T would say the same thing that I want Rs. 56 crores or 57 crores
because I have got to run this machine. But that is not the issue \Vhy"
tell us these little yarns and these stories here as if that was the issue.
Our fundamental opposition is to this machine. We want to turn this
garrison into o national army. That is our ambition. Do you wish to
help us or do you not? I am convineed in my mind that the British Govern-
ment does not wish to help us. I had my faith, I served on the Sand-
hurst Committee in that faith. But let me tell Hig Excellency the Com-
mander-in-Chjef -that by turning -down this report and b; they
ment that he has made, h S o

8 made, he has completely ghattered my faith th
bona fides of the British Government, = v e

o e Assembly then adjourned: for Lunch till Ten Minutes to Three of
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The Assembly re-assembled after Lunch at Ten Minutes to Three of
the Clock, Mr. President in the Chair.

STATEMENT OF BUSINESS.

The Honourable Sir Basil Blackett (Leader of the House): Sir, with
your permission I should like to make a statement regarding the probable
eourse of business in the week beginning the 12th March. Monday, the
$2th, Tuesday the 13th, Wednesday, the 14th and Thursday, the 15th,
have been allotted for the voting of Demands for Grants, For Friday and
Saturday, the 16th and 17tK, a continuous List of Business will be pub-
lished in good time. It will contain the motions necessary for passing
the Indian Finance Bill, the Indian Merchant Shipping (Amendment) Bill,
the Indian Tariff (Amendment) Bill, the Steel Industry (Protection) Bill
and any other Bills of which the Select Committee reports are laid either
- to-day or on Saturday, and it will also contain motions for the appoint-

ment of the Standing Finance Committee, the Railway Standing Finance
Committee and the Railway Advisory Committee, and a motion for filling
the vacancies on the Public Accounts Committee.

With regard to the order of the Demands for Grants, I have been
approached by representatives of the various groups in the House with a
view to some modification in the numerical order being allowed. I have
accordingly arranged that the procedure should be as follows, after con-
sulting vou, Sir. On Saturday and Monday we propose to go straight
ahead with the numerical order of the Grants. On Tuesday, after finishing
any Grant that may be left over unfinished on Monday, it is proposed to
take Grant No. 72, ‘‘Miscellaneous’’. When this is finished the next Grant
to be taken will be No. 82, ‘“Secretary of State for India,'’ them No.
40, ‘‘Central Board of Revenue,”’ then No. 74, ‘‘the North West Frontier
Province, No. 88, the Army Department and No. 54, ‘““Education.” If

before the end of Thursday evening those Grants have been disposed of, it
. 18 then proposed to return to the numerical order. That arrangement has
been made after consulting leaders in various parts of the House with a
view to giving the House an opportunity of choosing the order in which
Grants shall be taken. ¥

Lala Lajpat Rai (Jullundur Division: Non-Muhammadan): May I make
‘a correction? So far as my Party ig concerned, we have selected the item
“Executive Council’’ and not ‘‘Education.”

The Honourable Sir Basil Blackett: I am willing to alter it. My infor-
mation was that ‘‘Education’’ has been selected,

Lala Lajpat Rai: That is wrong.
The Honourable Sir Basil Blackett: Then that will be altered.

Lala Lajpat Rai: Our number is the 6th.
THE STEEL INDUSTRY (PROTECTION) BILL.

PRESENTATION OF THE REPORT OF THE SELECT COMMITTEE.

. 'l'ha Honourable Sir George Rainy (Member for Commerce and Rajl-

ays): Sir, I present theﬁ Report of the Select Committee on the Bill to
provide for the modification of certain import duties relating to the
Protection of the steel industry in British India.
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Mr. President: The House will now resume the general discussion of
the Budget. Mr. Jamnadas Mehta.

Mr. Jamnadas M. Mehta (Bombay City: Non-Muhammadan Urban):
Sir, to-day, after five years, is the day of judgment for the Finance
Member of the Government of India; it will be the unanimous verdict of
all independent sections of public opinion in this country that he has been
weighed in the balance and found wanting, and this verdict of contempo-
rary opinion will be confirmed by posterity. The other day, Sir, during
the debate on the Simon Commission, the Finance Member claimed that
he and his side were better Swarajists than the whole lot of Congressmen
or this side; it is also the claim of his apoiogists and friends that there
never has been a more brilliant Finance Member in the history of this
country than Sir Basil Blackett; both these claims are preposterous and I
challenge them categorically. In the very vear in which the TFinance
Member took his office, Sir, he advised the Governor General to certifv the
salt tax. That was his first constitutional achievement. It was not neces-
sary to impose a higher salt tax, because there was that windfall from the
enemy ships which was known to him at that time; and yet with that full
knowledge he made his debut as a “Swarajist’’ by advising the Governor
General to certifv the salt tax. Almost the last act of his career was the
amazing attempt to introduce a Bill on the Reserve Bank question while
another Bill was already pending in the House; thank God, Sir, to the ad-
miration of all of us here and outside and to the admiration of independ-
ent opinion everywhere, that attempt was defeated by vou. So much for his
“Swarajism.”” I shall now mention two striking examples of his financial
genius. Honourable Members will remember that he converted the 7 per
cent. loan of 1921 into a 3 per cent. loan by doubling the face value of
the bonds. He has undertaken to pav Rs. 200 for a bond of Rs. 100; but
he claims that he has reduced seven per cent. interest to six per cent.
There is thus a saving of one per cent. of interest. Now, Sir, if the cur-
rency of the loan be some fifty vears or so the saving of one per cent.
. might act as a sinking fund, and when the loan matures it might, along
with the normal sinking fund and by accumulating at compound interest,
give us an amount equivalent to the face value of the bonds; but such
does not appear to be the case; the loan is being already liquidated, and the
only question is, what is the extent of the loss which the Indian tax-payer
has to suffer by the conversion of the 100 Rs. bonds into 200 Rs. bonds?
The second and the latest financial achievement of the Finance Member has
been that last year he borrowed by Treasury Bills five millions in the
London money market when money was cheap and recently, when money
wag dear, he has borrowed 7} millions as a long term loan at 4} per cent.
to repay the £5 millions of Treasury Bills. He should have floated the-
long term loan when the rate was low; but he did not. He should have
borrowed by means of Treasury Bills, when the rate of interest was high.
Again he did not. These are some of the constitutional and financial
'3 pa, Achievements of the retiring Finance Member. There is a proverb:

" in Hindustani, Sir:

*“ Dunia Zukati hai, Zukanewalla chahiye "'

which means:

““The world is credulous and can be gulled successfully if there is only the adequaté
amount of brass and cunming.” !
( 1196 )
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The truth of this proverb has been time and again illustrated in the career
of the Finance Member of the Government of India during the last five
years. 'He has shown an incorrigible obstinacy, a self-confidence un.--
paralleled in its intensity and amounting almost to conceit, and he has
never concealed hig contempt for the opinions of those who had the mis-
fortune to differ from him; by these means he has managed to create an
impression in some quarters that his regimé has been a landmark in the
history of this country. For instance, the other day the Statesman observ-
ed ‘‘that it will be many long years before India will come acrossg a Finance
Member like Sir Basil Blackett’’; but the absurdity of the claim was
promptly exposed by the National Herald of Bombay which said:

*“We are prepared to wait for those many years, and if we come across such a

f‘inaﬁce Member again it will be by accident. We shall not trouble to search for
‘hm.
This is the verdict of independent Indian opinion on the regimé of the
Finance Member, but there is no doubt that many unwary people are
misled into a beliel that the Finance Member has rendered some great-
service to us.

Sir, I shall therefore now deal with the budget figures of thig year to
show that this claim of the Finance Member cannot be sustained. The
five years’ regimé of Sir Basil Blackett has been one of unqualified disaster
and calamity to the economic growth of India. Surpluses have been galore
and the Finance Member has distributed small presents here and there.
But these advantages have been secured with the help of a heavy and
crushing burden of faxation. My friends, Mr. Birla, Mr. Shanmukham
Chetty and Sir Purshotamdas Thakurdas, have referred to this question
in a general way. I wish to discuss it somewhat more fully. I propose to
show to the House how much taxation has been levied since the Reforms.
how much of it has been continued by Sir Basil Blackett, how much more
has been added and how much has been remitted. Sir, the Reforms began
with a contribution of 9 crores and 83 lakhs from the provinces. Then i
the year 1921-22, taxation was levied to the tune of 19 crores and 17 lakhs;
in the subsequent year, 1922-23, taxation to the extent of 29 crores and
15 lakhs was levied. Then in 1923-24 came the 6 crores of additional taxa-
tion by the doubling of the salt tax. The various protective measures for
steel, paper, ink, cement and others, have cost something like 2 crores a
year. Moreover, when the tariff on sugar and other articles was changed
from ad valorem to bulk, we had another increase of taxation to the extent
of 2 crores. Raw tobacco has been taxed to the extent of 18 lakhs a year;
a duty on yarn was levied at Simla last year. In all, Sir, if we total up
the amount of taxation levied since the Reforms, the figure is not 45 crores,
as some people imagine, but 68 crores in all. The total burden on the
tax-payer since the Reforms, which was levied partly before Sir Basil

?Lﬂﬁkeﬁt came and partly afterwards, amountg to 68 crores and 50
akhs . )

Sir Walter Willson: But you have voted some of this.

Mr. Jamnadas M. Mehta: I am responsible for what I voted. - And what
is the amount that is remitted? The provincial contributions have been
remitted; sqo Rs. 9 crores and 83 lakhs go. The doubling of the sald
tax has also been abolished; so 6 crores more are saved. One crore and
81 lakhs have been saved -on account of the cotton excise duty and redue-
tions of railway rates and fares to the extent of 5 crores in 1926 and this year
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‘have been secured and announced. A reduction of 80 lakhs on machinery
and stores was also made last year in Simla. And altogether the remission
of taxation has been Rs. 23,50,00,000.

Mr. H. G. Cocke (Bombay: European): That is in one year.

Mr, Jamnadas M. Mehta: No; that is ever since the Reforms came into
force. I say, Sir, that the total amount of taxation that was levied was
68 crores and 58 lakhs and the total amount of taxation remitted is 23 crores”
and 50 lakhs, which leaves to the credit or discredit of the Government
-of India a balance of additional taxation to the tune of over 45 crores a
year since the Reforms. This taxation was levied during the War in
Waziristan and as the aftermath of the Afghan War of aggression—when
the prices also soared very high. But now there is no war and there is
no expedition in Waziristan and prices have fallen; therefore we cannot
understand the continuance of 45 crores of taxation. It is childish for
any Honourable Member to clap his hands in glee at the remission of
provincial contributions. After giving the fullest credit for the remission
I have mentioned, the ghastly fact stares us in the face that since the
Reforms we have been made to payv 45 crores of additional taxation a
year.

Now, Sir, is it any wonder that with such heavy taxation nobody is
safe except the Government of India? Budget prosperity is not neces-
sarily the prosperity of the people of the country. The parasite may be
prosperous but the person whose blood it sucks is bound to be otherwise.
‘And the Government of India, Sir, is a perfect parasite, who sucks the
blood of the tax-payer to the extent of 45 crores of rupees. The parasite
is quite well-fed, strong and comfortable, but at whose cost? Poverty,
misery and prostration—in fact economic collapse all round—is the back-
ground of the prosperity of the Government Budgets. There are the
apologists of the Finance Member who say: ‘“‘Don’t you see how clever
he is; how versatile he is; how very able he ig and all that sort of things.”’
But, Sir, when my pocket is being picked, I do not admire the sharpness
of the pickpocket’s scissors. When I am being slaughtered, I do not admire
the keenness of the blade or the unerring blow of the hand that gives it
On the other hand, when my pocket is being picked, I am angry if some-
body tells me that the scissors are sharp. I really cannot appreciate the
praise of the pickpocket when I am actually losing my purse. It sounds
80 provocative to me when I am being deprived to the extent of 45 crores
a year, that someone should seriously come forward and say: How clever
the Finance Member is!

Sir, I shall now deal with the results of the financial policy of Sir
Basil Blackett. Sir, the particulars of company flotations during the
last five years are published in the Indian Trade Journal. I think it is a
semi-Government publication.

An Honourable Member: It is a Government publication.

Mr. Jamnadas M. Mehta : We find that against nearly 70 crores of
new flotations in 1914 we have 84 crores in 1922-23, 26 crores in 1923-24,
21 crores in 1924-25, 30 crores in 1925-26, 19 crores in 1926-27, and for
the ten months of this year 18 crores and 85 lakhs, against as I said, the
flotations of 70 crores in 1914. Most of these flotations are not new ventures
but merely conversions of private firms into limited companies for the
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purposes of income-tax. It will thus be seen that industrial enterprise has
gone down by nearly 75 per cent.; but that is not all. To-day prices are
146 against 100 in 1914 and therefore where a rupee was then wanted to
start new factories or some fresh venture, Re. 1/6 or Re. 1/7 would be
mecessary now so that 19 crores of fresh capital to-day represents 11 or
12 croreg of 1914. This abysmal slump in the industrial world is the result
largely of heavy taxation imposed and continued from year to year, and
partly of Government competition in the money market. Loang in the open
market and the attractive terms of the Post Office cash certificates have
drained money, as if by a hydraulic press, into the coffers of Government.
Six per cent. compound interest tax-free investment in the Post Office and
45 crores of additional annual taxation have drained whatever available
money there does exist in the country. With these handicaps trade
and commerce also have been depressed to an unheard of extent in recent
'years. Take the figures of the last three years. In 1925-26 the balance of
trade of India was 161 crores and 18 lakhs. In 1926-27 it went down to some-
thing like 80 crores,—a difference of over 80 crores. The 10 months’ balance
of trade in this year 1927-28 is only 87 crores; only two months are left.
Even assuming that it will be doubled in two months, assuming it at 75
crores, still there is a difference of 85 crores since 1925-26, so that in 2
years, as a result of the disastrous taxation, the trade of India has shrunk
to the extent of 165 crores, and the process will go on until adjustments
take place. What is the use of your petty surpluses of 3 or 4 crores if
they are obtained at the cost of 25 times thé amount to the
traders - agriculturist and industrialist, resulting in widespread unemploy-
ment? There ig one more point about the present level of taxa-
tion. The House must not forget that the real burden of the entire taxation,
i.e., 125 crores is enhanced by 12} per cent. by the appreciation of the
rupee. Of course my Honourable friend, Sir Walter Willson never appre-
ciates logic. He is more concerned with lucre.

I have shown, Sir, that both industrially and commercially India has
retrogressed during the last few years. You can find that out also from
the customs returns. You will find that out from the income-tax returns.
The custows returns show an increase—in what? In liquors and beers;
they show an increase in the articles of food and mineral waters which are
consumed by the richer classes. (An 'Honourable Member: ‘‘Shame.”’)
There is also -an increase in cigars and tobacco and in motor cars; so that
it comes to this: that under the nmew dispensation the richer classes can
eat, drink, drive, smoke and be merry at the cost of the masses of the
people. (An Honourable Member: ‘‘Only those who can afford it.”’) I
mean those who can afford it,—the richer classes, the bond-holders, the
usurers, the civil servants, and those who make money at the cost of the
people of this country, they can eat, drink, smoke, drive and be merry;
that is the upshot of the customs.

Sir Walter Willson: Root it out]

. Lieut.-Colonel H. A. J. Gidney (Nominated: Anglo-Indians): Don’t you
do the same?

Mr. Jamnadas M. Mehta: No, thank you. That is the analysis of the
customs revenue. Your income-tax revenue is now put at a few lakhs
hlg'}er because those bonds which were free of income-tax are now subject
’to Income-tax; the little increase is also due to the fact that tea is partly
to be_ brought. under income-tax. As a matter of fact there is no growth.
"The income-tax is a more effective barometer of the prosperous condition of



1200 LEGISLATIVE ASSEMBLY. [8Tr Mar. 1928.

[Mr. Jamnadas M. Mehta.] .

& country than even the railway returns. Regarding railway returns, I am
sorry Sir George Rainy is not here; but the Finance Member attempted to
show that the Railways were prosperous; let him refer to the Railways Admi-
nistration Report and he will find that during the last three years the
return on the capital invested in Railways has gone down from over &
per cent. to 4 per cent., and on his own showing the country cannot be
flourishing if the Railways are not.

I shall now refer to the question of the provincial contributions. The
remission of provincial contributions is supposed to be a great effort on the
part of the Government. As a matter of fact, it is well known that Bengal
never paid its share except in the first year. So the remission of taxation
is only to the extent of Rs. 920 lakhs; but let us see what is the addi-
tional taxation which the Provincial Governments have received from their
own subjects in the meantime. I find that the revenue of the Provincial
Governments in India when the Reforms began was Rs. 7,043 lakhs for all
the provinces. To-day it is Rs. 8,751 lakhs; so that the Provincial Gov-
ernments have already taken from the people of the various provinces
Rs. 1,708 lakhs more during the last five or six years of Reforms, and even
when thev get the remission of the entire provincial contributions they
will have paid almost double the amount of the remission in the form of
additional taxation without receiving increased education, medical relief,
ete. Let us see how the amount of Rs. 1,708 lakhs raised by the Pro-
vincial Governments during the last six vears from the provincial tax-
payver has been spent by them. Only 821 lakhs out of this amount has
been spent on education, medical relief and public health, and they have
spent or misspent the remaining Rs. 1,387 lakhs on other things.

Mr. President: Order, order.

Mr. Jamnadas M. Mehta: I will sum up, Sir. It is clear that the re-
mission of provineial contributions will bring no real relief to the people of
the provinces because they have been already taxed by twice that amount.
We have the case of the Bombay Government which got Rs. 56 lakhs of re-
mission last year and has spent only 24 lakhs on education, etc., and mis-
spent the remainder on other objects.

These facts point to the irresistible conclusion that the administration
of the Finance Member during the last five years has been an unqualified
calamity on the central and provincial tax-payers alike. Sir Basil Blackett
leaves the shores of this country as a brilliant but inglorious failure.
Partly on account of temperamental difficulties, and partly owing to the
fact of his being a representative of vested interests, he has most igno-
miniously failed to stand by this country or to serve the people whose
salt he has eaten. Sir, I have done.

Lieunt.-Colonel H. A. J. @idney: Sir, I must join those Members on this
side of the House (4n Honourable Member: ‘“Which side?’’) even at the
risk of being called an Imperial florist in offering my bouquet of congratula-
tions to my friend Sir Basil Blackett. Whatever has been said by the
opposition against his regimé, there can be no two opinions that Sir Basil
Blackett has done for Indian finance what no other Finance Member has
ever done, and I am sure, will ever do. (An Honourable Member: ‘‘He said
the same thing before.’”)

Mr. B. Das: What about the Civil Service?

Lieut.-Colonel H. A. J. @idney: Do you belong to the Civil Service?

Mr. B. Das: I am referring to the Civil Service Finance Members.
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Lieut.-Oolonel H. A. J. Gidney: Having given that bouquet, I shall
now proceed to deal with a certain aspect of the Budget with which I am
familiar. I do not intend to dabble in taxes and figures for, as a layman,
I do not wish to cross swords with His Excellency the Commander-in-
Chief, an expert on our military needs or with Sir Basil Blackett so far as
finance i3 concerned; I ghall leave that to those amateur financiers—I
mean my friends on the opposite side of the House unless, of course, my
friend Mr. Jamnadas Mehta wishes to dispute this.

* Well, Sir, the question with which I wish particularly to deal relates to
the medical aspect of the Military Budget. I have, in previous years, re-
ferred to the wanton waste of money on this part of the Military 1ludget.
T have frequently brought to the notice of the Finance Member, as also to
the notice of His Excellency the Commander-in-Chief, that the medical ad-
ministration of the Army in this country is carried out with a great waste of
the Indian tax-paver's money. I am afraid nry appeals have hitherto fallen
on deaf ears. The Incheape Committee, which has been quofed largely
to-day, is very instructive as showing the wastage of money that was then
taking place in the medical branch of the Army. The Inchcape Committee
submitted its Report in 1924, and it made some very scathing remarks
on the financial profligacy that was being practised by the Army Medieal
Department. That Committee recommended an immediate reduction of
25 per cent. in hospital beds, and that the total cost of the department,
Rs. 145 lakhs, should be reduced immediately by five lakhs, excluding a re-
duetion of 53 lakhs from provision for diet, clothing, irstruments and medi-
cines for patients and staff. That was in 1922-23. Let us compare that with
the position to-day. Tet us start with the personnel. In the R. A. M C.
in 1922-23 the total cadre was 332, to-day it is 279 or 243. This means a
reduction of 58 during this period of five years, and vet there is an increase
of Rs. 2,60.000 in their salaries; and thouch the 1. M. 5. cadre is more,
yet the cost of its upkeep is less, by three lakhs, than the R. A. M. C. to-day.
Take the British nurses and matrons in British military hospitals. Thia
shows a reduction of 55 in the personnel; vet there is an increase of almost
one lakh in cost. T.et us take the R. A. M. C. (Ranks) who have recently
been imported into the British military hospitals in India as a post-war
measure.  Although there is an increase of only 20 in the personnel. the
increase in cost is about one lakh of rupees. Furthermore, notwithstanding
this increase in cost of British personnel of nearly four lakhg (instead of Inch-
cape Committee recommendation of an immedinte reduction of five lakhs)
there has been a reduction of 3,000 in the number of beds in the Britizh
military hospitals. Now, Sir, hag the Armv Department carried out the
Incheape Committee recommendations? T any sure the Army Member, if
he were here, would not be able to say that it has been carried out; and
yet, His Excellency and the Finance Member said the military budget
could not be reduced. On the contrary the expenditure has increased
notwithstanding other factors which should have enabled a still further
reduction last year. These being (a) the reduced personnel in the Army
of all ranks, (b) a part of the Army was engaged in China during 1927
whose medical expenses the Home Government bore, (c) Aden is now out-
side our military control, and (d) the concentration of a combined hospital
8vstem in certain stations where British and Indian are treated in one
Place. . All this should have contributed to a marked reduction in the
military medical budget of 1927.28. Tn place of this, we find in the expla-
natory note given on this expenditure an increase of just under one laklr
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for 1928-29. Now, all the increases 1 have referred to have been incurred
on the medical personnel which has been brought to India fromy Engiand
for employment with British troops. And in looking through thig explana-
tory note one is tickled to find an item of Rs. 40,000 additional expencliture
for the entertainment of a corps of chowkidars to look after the hospitals.
Sir, in my 20 years’ experience as a military medical officer 1 have never
heard of chowkidars being engaged to look after military sick. This 1s
obviously the duty of the medical officer, night nurses and orderlies; who
are to be found in superabundance in British military hospitals. Lut,
perhaps, these chowkidars are being entertained to be on the gqui vive to
wake up the night nurses and orderlies who have fallen asleep to receive
the orderly medical officer when going his rounds. I ask, Sir, what is the
-cause of this excessive expenditure? To answer this I shall give vou the
composition of the R. A, M. C. as it exists in India to-day. 248 is the total
-cadre given in 1927-28 although the Army List for October 1927 gives it at
279. There are 2 Generals, 9 Colonels, 87 Lieut.-Colonels, and 168 Majors,
i.e., 216 senior officers out of a total cadre of 279, or ag the Army Budget
says, 243; leaving a balance of about 63 as junior officers. What do these
facts mean? They mean that the Department is top-heavy with 75 per cent.
of its officers as senior officerse—who draw two and three times the salaries
of junior officers and only perform the duties of junior officers. This is the
reason of this steadv increase in cost with a decrease in personnel. I have
repeatedly brought this to the notice of the Army Department, and I believe
His Excellency, Sir William Birdwood, has suggested certain action. Now
there is no use pointing out an error if you cannot suggest some means by
which it can be remedied. In my budget speeches last vear and the year
before, I suggested certain means by which this excessive expenditure
could be remedied without any loss in efficiency. I suggested that this
excess of Majors should be replaced by the empioyment, as medical officers
of British military hospitals, of British qualified I. M- D. officers whose
skilled knowledge and services were being wasted to-day. I understand that
His Excellency acted in this matter. I know, for he told me himself, he
intended doing so. I do know that ordersg have been issued to all O. Cs, of
British military hospitals directing them to employ I. M. D. British quali-
fied members. 1 should like to know what action has been taken by them.
Had any action been taken on these orders from the D. M. 8. in India, at
least 40 I. M. D. men would to-day be employed and have replaced an equal
number of highly-paid Majors in the R. A. M. C., and thereby effected an
annual reduction in this part of the military budget of about 20 to 80 lakhs.
Now, this is a really practical measure of economy which I again offer to
the Honourable the Finance Member and the Commrander-in-Chief and I
would suggest that early steps be taken to put it into operation and so
not only effect a substantial reduction in the military budget but euitably
utilize I. M. D. men. The number of men to-day in the I. M. D. who have
obtained British qualifications are about 60). Many of them are still emr-
ployed in various British militdry hospitals following the medical officer in
his daily rounds using a pencil or a pen as glorified clerks and compounders,
but scarcely ever using their stethoscopes. These are the men, whose
valuable services, at a less cost—have been neglected for years by the
‘Army Medical Department and who have, in consequence, had to fice &
yearly increasing budget. T suggest—I anr glad His Excellency is in the
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House now—I suggest to His Excellency that he should take action in this
matter at once.

The other question to which I should like to refer is about certain re.
marks passed by His Excellency when he delivered his epeech. His
Excellency sald that the Indian Bepoys who went to China were able to
send money back to their country in India, a remark which resulted in an
undignified retort from the opposite benches. I know of some of the force:
who went to China who were not able to send any money whatever to India
and who, instead asked to be transferred back to India because they did
not receive enough money. I refer to members of the I. M. D. who were
sent to China with Field hospitals and who were treated very badly. They
got mo separation allowance, in fact they got practically no allowances in
China as were given to other units, Indian and British, with the result
that they had not enough to keep two homes going, one for their family
in India and the other—their own in China. I reported this officially #nd I
hope the matter has been remedied. If not, I should like it enquired into
at once. !

The only other point I wish to refer to briefly here, because I wish to
develop it more fully when I move my ‘‘cut’’ on the Army Depariment—
if we do get to that item—is regarding the many differences in pay, pen-
gions, accommodation, allowances and promotions, ete., that have been made
between the warrant and commissioned officer in the Indian Unattached
List and the I. M. D. To those members of the House who are unfamiliar
with what is meant by the words ‘‘Indian Unattached List’’ I wou.d say,
that it refers to the old S, and T. Corps. now called the I. A. S, Corps, the
Indian Army Ordnance Corps, the Militarv Works Department and -sther
such allied departments. The I. M. D., as most Members in this House
know, is recruited almost entirely from members of the community I have
the honour to represent in this Honourable House. They are recruited from
our best families. Paragraph 182 Regulations for the Army in India shows
the I. M. D. is subject to the Army Act and they are admitted :nto the
service for exclusive duty with British troops as British warrant cificers,
vide paragraph 182 (a), British Army Regulations, and, when I use the word
““British™ I am not having any quarrel with the Finance Department. My
quarrel, on this particular point, is with the Secretary, Army Department,
in connection with this marked differential treatment and his replies to my
questions asked in this House. These mrembers are taken as British warrant
officers ; not only this but they are given precedence over every other British
warrant officer and are entered as such in the Army Lists. The Army
Department has always been very careful to retain, as much as poasible,
the British character in the I. M. D. Tt spends a large sum of money
yearly on the training of these men, something like three lakhs. It used to be
more before. On completion of four vears’ training they leave college and
enter the I. M, D. with a diploma fit for use in the devartment only but
comparatively useless for open professional competition with Civil Assistant
Surgeons. They are thus sent out into life seriously handicapped :nd ao
they become slaves of the I. M. Department with ambition and initiative
killed by an inferior diploma not recognised abroad. A reference to» Armry
Administration Orders, Army Instructions, Field Service Orders and Depart-
mental Orders will prove conclusively that in former times no practical
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differences in treatment existed between the I. M. D. und other depart-
ments in the Indian Unattached List. but to-day we find the Army Depart.
ment has created marked differences between them. This House will be
surprised to know that a Staff Sergeant in the Indian Unattached l.ist go's
to-day as much pay including allowances and more than & Superior Service
Raiiway Assistant Engineer. He gets Rs. 380 per mensem including all
allowances while the Assistant Engineer starts on 350 per inensem. His
allowances are of such a varied nature that he seems to have everything-
done for him and supplied himx. His monthly pay is Rs. 250 and his allow-
ances take him to Rs. 380. That is what a comparatively less educated
Non-commissioned officer, a Sergeant risen from the ranks with possibly
a first class military education certificate gets as compared with a2 highly
educated scientific Assistant Engineer and the starting salary of lts. 200
(no allowances) given to a fully qualified professional I. M. D. 4th class
Military Assistant Surgeon. If you follow the progress of any Non-
-.commissioned officer in the I. U. List and compare his pay with an I. M. D.
of equal service, you will find a marked difference in his favour. Marked
as were these differences before they have been made more so by A. 1.
(India) No. 1134 of the 22nd December, 1926, and Nos. 286 and 287 of the
27th December, 1927. The former order gives the I. U. L. higher rates of
pension with retrospective effect from the 1st October, 1925; the latter
sanctions higher salary and a time scale of promotion but fromr which bene-
fits the I. M. D. alone have been excluded. To-day a Non-commissioned
Officer of the I. U. List gets 180 more than a 4th class Military Assistant
‘Surgeon and a married Major gets Rs. 1,100 per mensenr or 450 more than
an I. M. D. Major. Last year I tried to obtain an equal retrospective
pension date for the I. M. D. and I have to thank His Excellency for the
help he gave and I do so here publicly. I know His Excellency has every
desire to see justice done to all ranks of the Army, irrespective »f what
they are, and I do believe that His Excellency did make a serious effort to
help the I. M. D. in their revised pensions. The new I. M. D. pencion
rates are now published. The order says, that ‘‘members of the Indian
Medical Department will receive their revised pension rates fronr the 1sf
October, 1927.”” Two years after the Indian Unattached List got theirs.
Why? These increased salaries of the members of this Unattached IList
have been so great that it puts mre very much in mind of a miniature T.ee
Comrmission. These salaries have been so increased as to make it almost
incredible of belief and this has all been done within the last few months.
But alas! the Indian Medical Department has again been left out and when
I asked the Secretarv, Army Department, why this had been done, his
reply to my question was:

““The Indian Medical Department forms an integral part of the Indian Army. Tt

differs from other departments in that it is directly recruited from the domiciled
community.”
Now, if that is so, let me inform hinr that the warrants given to members
of the Indian Medical Department and the Indian Unattached Tiat are
absolutely the same signed by the same officer and neither of these de-
partments can truly be said to form part of the Indian Army as contrasted
with the British Army. Here are the exact words of the warrant. I am
reading from a true copy of an I. M. D. warrant.

“You are hereby inted to be a Warrant Officer the establishme 1
Majesty's Indian Mili:gvp; Forces” * * * Assistant Snrgoefon 4?.]1 a:hl:):f:j’mmnb of i



GENERAL BUDGET—GENERAL DISCUSSION. 1205

I am now reading fromr an Indian Army Service Corps warrant, and
the same words are used,—the rank being that of a Sub-Conductor. 'Lhese
two men join the same force, the Indian military forces, and are recruited
in India under exactly similar warrants and though the Indian Medical De-
partment mnn is senior by order of precedence, he is deprived of the Lene-
fits of these new pension rates (except at a date two years later) these en-
hanced salaries, time scale promotions, concessions to go to the hills, and to
get their children educated, ete., und yet we have the Army Department re-
fusing equal retrospective effect to the I. M. D. revised pension rates but
sabctioning an additional expenditure of Rs. 40,000 per annum for a corps
-of chowkidars to watch over their sick in hospitals. Could anything be
more grotesque in comparison? I do not grudge these bounties to the I. U.
List, but what 1 do say and say with emphasis is when the Army uses the
Indian Medical Department exclusively for the ‘‘ British Army '’ and
“never’’ for the *‘Indian Army’’, when it forms part and parcel of the
British Armry with whom they fought in the Great War—their bodies are
to be found buried in many u battlefield on the Continent and zlsewhere
—when their warrants are alike and they are enlisted in the same military
force and when both Departments are recruited and emploved in India and
have a ecommnon Indian domicile why do you do such unjust differences? In
the past each time the I. U. L. have been given increased pay or pensions
with retrospective effect, a vear or a few months later the 1. M. D. received
theirs but at lower rates. Sir, there can be no denial of the fact that the
Indian Medical Department is recruited from a better class than the I. U. L.
There can be no denial of the fact that he is a more educated man. There
cun be no denial of the fuct that he has to live up to a much higher
status than warrant and cominissioned officers of the I. U. List. And vet
he is mnade to suffer this inferiority complex. But the old saying is true
—Once a Military Assistant Surgeon, always a Military Assistant Surgeon—
a condition unknown to any branch of the civil or anny administraticn.
True if an I. M. D. man qualifies in England and is within the prescribed
-age he stands n chance of being selected for the I. M. S., but that is not
a common occurrence and even this is being curtailed or denied him to-
day, vide I. A. Instructions No. 382, which demands that all I. M. D. oren
‘on return fron England on study leave must sign a bond for three vears
service from date of their return to India. Ts this just or right? Officers
of the I. M. 8. and R. A. M. C. who go on study leave are given free
passages, whereas I. M. D. men go at their own expense, often leaving
their wives in India to slog as murses, school mistresses and other sorts of
work to keep the home fires burning and so help their husbands in Englend.
And vet these very qualified I. M. D. men are used to-day in ail British

_military hospitals as compounders or glorified clerks. What is the real
reason for these differences between the I. M. D. and the T. U. I..? T have
shown thev are alike in every respect. To nry mind there can be snly one
reason and that is colour prejudice. Look at the I. M. D. men who are not
80 handicapped. They have risen to the highest heights of the profession.
We have ex-1 M. D. men as leading lights in the scientific world to-day buk
who in the I. M. D. would have never been allowed to pass the threshold
of their subordinate existence. We have in this House in the Gov-
ernment Benches officers who have risen from the lowest to the highest
posts by sheer ability because they were unfettered. But what is the enn-
dition to-day of the I. M. D. men? On account of their exclusion from

* the recent benefits of pay, promotion given to the I. U. L.? 'Phey eannot



1206 LRGISLATIVE ASSEMBLY. [8ta Mar. 1928,

*  [Lieut.-Colonel H. A. J. Gidney.]
go to their departmtental clubs and messes for they are branded as inferiors
by their former equals and colleagues in the I. U. L. (Crics of ‘‘Shame'’.}
I do not desire to introduce any communal differences into this matter.
I would however point out to His Excellency that if the Army ihtends to
continue to recruit the I. M. D. exclusively from the sons, grandsons and
great-grandsons of British soldiers who helped to make the British Army
in India, then these differences must cease to exist. It cannot be denied
that the domiciled community has helped to lay the foundation stones ef
the mighty edifice of the Government of Ipdia as we see it functioning to-
day. They have made the Railways, the Telegraphs and the Customs De-
partments what they are to-day—sources of great revenue to the present
Government of India. I beg His Excellency in the interests of fair play
and justice, not to continue these differences. If the difference is to-
continue then I wish to informm His Excellency that the self-respecting
members of the I. M. D. I know would welcome an abolition of the service
rather than be branded any longer with this inferiority complex. This
difference of treatment is not practised in India only. It is practised in
England too. Take the Superior Police examination in England. T have
the marks of an Anglo-Indian boy with me. He was Captain of his hockey
team, the University College, London, played in his varsity football team—
a boxer—and was Treasurer of the University Club, a born leader of men, 6
feet high and well educated (London Matriculation). He went up for the
police examination. His father is in the I. M. D. He passed dhird in the
compulsory list of subjects. He went up for the ‘‘interview and record” part
of the examination for which 400 marks out of a total of 1,400 are
given. On being questioned by the examiner he admitted he was an-
Anglo-Indian and his father a promoted subordinate. He was only civen
100 marks for this which sent him low down the list.

Mr. Presideat: Order, order.

Lieut.-Colonel H. A. J. @idney: I ghall finish soon, Sir. He therefore
failed to secure admissicn although he passed third in the compulsory sub-
jects. He was a splendid type of boy, a leader of English boys, not Indian
policemen. His curse was that he was an Anglo-Indian and his father a
subordinate. I could quote other similar instances. There is only one
more point which I desire to place before His Excellency. It is this. How
far has the formation of an Anglo-Indian unit developed and when may we
expect to know the decision of Government.

Mr. Presifent: Order, order.
(Colonel Gidney resumed his seat.)

Dr. B. S. Moonje (Nagpur Division: Non-Muhammadan): Honourable
Sir, I formally thank at this stage His Excellency the Commander-in-Chief
for the trouble that he has taken in making the statement to-day. What-
ever I have to say on this point I shall speak on another occasion. My
friends, Mr. Birla and Mr. Chetty; have hauled up the great financial Mem-
ber of the Government of India here before the Assembly for having mani-
pulated his Budget in a way which they think is not complimentary to him.
I leave it to them. T have only to say here as to how the military Budget
stands before us and how it strikes us and how it should be from ocur point
of view. My friend, Colonel Gidney, has waxed eloquent and also indig-
nant on the colour prejudice that he says is prevalent in the Army. If
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that in 80 from his point of view, he being an Anglo-Indian himself and also
priding himself on being an Anglo-Indian, I wonder what the Indian would
say when he looks at the Budget in the way that I think he should look
at such Budgets, and I wonder how otherwise an Indian and for the matter
of that any man in any country can look at his military budget. I think
the policy that ought to dictate the military budget should be, as it is in
every other country, the free and full utilization of the native talent and
native man-powee to their best advantage with the minimum amount of
expenditure compatible with the maintenance of the highest efficiency
possible. If that is an axiom which is admitted in all countries and which
I have no doubt His Excellency will also admit, let us see how the military
budge. has been manufactured, has been brought before this House and
how the Indian looks at it. There is one point which I should give credié
for to His Excellency the Commander-in-Chief for his military budget.
He hag plainly and frankly told us that if the Indians think, or if this House
thinks, that the military budget should be reduced and could be reduced,
then they are gravely mistaken. He has told us in a plain and frank and
straightforward way that it can never be expected to go anywhere below
50 crores, and that they must expect it to be somewhere between 50 and
57 crores. Bo I can give them credit for the straightforward way in which
they have put their points. He has not manipulated his points as the
Finanze Member is alleged to have done. Now looking to the expenditure
on the defence of other countries in other parts of the world and comparing
it with the expenditure which we have to meet on the defence of our
country in India, what do we find? We find that England has eight times
more revenue than India has, and yet England only spends upon her army
hardly five per cent. of her revenue. On the entire defence England spends
14 per cent., and only 5 per cent. on the Army.

Mr. Arthur Moore (Bengsl: European): What about the Navy?

Dr. B. 8. Moonje: On the Navy she spends about 7 per cent., and on
the Air Force about 2 per cent. Now India is made to spend as much as
41 per cent. (An Honourable Member: ‘42 per cent’’.) 42 per cent.,
and there is no knowing that it might not go beyond 57 crores even. Now
look at the other countries. America spends hardly 7} per cent., France
gpends 10 per cent.,—and France is always in constant dread of her more
powerful neighbour, Germany, and yet India spends nearly 42 per cent. of
her revenue on military expenditure.

Mr. B. Das8 (Orissa Divigion: Non-Muhammadan): What about Russia?

Dr. B. 8. Moonje: I will come to that. Now Italy spends 10 per cent.
Then Germany, the nation which fought against the whole world for five
or -six_years, how much does she spend upon her army? Five per cent.
Japa®, which defeated Russia, spends 10} per cent. Now Russia is put up
before us as 8 bogey for which India is asked to spend more than 41 per
cent. I think there is another country intervening between the Russian
frontier and the Indian frontier. There is the Afghan country. Afgha-
nistan is now independent. The Afghan country is preparing for its own
defence and there is no need to fear any kind of Russian bogey just at
present. 8o, from that point of view I wonder what His Excellensy will
bave to say when I bring it to his notice that Irdia spends 41 per cent. of
*her revenue and yet Indip is merely a dependency, while .

D
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Mr. H. @. Oocke: Is the Honourable Member taking the central reve-
nues only or the whole revenue?

Dr. B. 8. Moonje: Just as it is given in your budget, and yet India is only
a dependency and it is said that for many years to come India will not be
prepared to undertake her own defence and therefore India will not be
prepared for full responsible Government. Spending 8 per cent., spending
10 per cent., spending 7 per cent., other countries in the world have become
first class powers. Now, hardly 75 years ago nobody knew of Japan and
to-day spending only 10} per cent. she is a first class power of which even
England has to take note. What answer my British friends, my British
rulers, who believe that they have got a trust given to them by God to look
after the security of India, what answer have they to give when challenged
in the discharge of their trust for India? Now, looking into the deeper
details of the military administration, in India there is the British cavalry
and Indian cavalry. The British cavalry consists of 5 units of 4,000 and
some odd men. 4,000 and some odd of 5 units only, but how much do
you spend upon them? Rs. 15 lakhs and odd. Per head the cost comes
to Rs. 1,752. Now, look at the Indian cavalry. Indian cavalry consists
of 21 units, not 5 units, 21 units of 15,000 and some odd. And how much
do you spend for its maintenance? Rs. 8 lakhg and odd. For 4,000 British
cavalry men, Rs. 15 lakhg are required and for 15,000 Indian cavalry men,
only Rs. 8 lakhs. T should make a present of it to my friend Colonel Gidney
because he waxed indignant over the colour prejudice. I am not putting
it in colour prejudice at all. I only say that Indian cavalry fights as
efficiently as the British cavalry. You have yourselves admitted that
Indian cavalry, Indian soldiers, ficht as efficiently and skilfullly as British
soldiers; and vet it does cost only Rs. 8 lakhs, while 4,000 men of the British
cavalry cost us as much as Rs. 15 lakhs. Now, about British infantry,
there are 45 units of 40,000 odd of British soldiers. Indian Infantry con-
sists of—118% units of 97,000 and odd. So, 97,000 Indian soldiers in the
Indian infantry cost only Rs. 6 lakhs, while 45,000 of British soldiers cost
Rs. 16 lakhs. Per head the Indian infantry man costs us only Rs. 767,
while the British Infantry man costs us Rs. 1,615 per head. Now, looking
at it from mv point of view,—if vou admit that Indian soldiers ficht as
efficiently and skilfully as British soldiers, and you have admifted and
your best men have admitted it—three or four times the money that vou
are spending on British soldiers could have been very well spent on Indian
soldiers and thrice or four times as manv Indian soldiers could have been
recruited for the same monev. Is it not therefore a heartless waste of
money? As regards the officers, certainly there are no officers in India
because you have not trained them. Therefore, to start with, we shall
require some British officers. But as regards the infantry and the cavalry
goldiers, where is the need of British soldiers; whv should you uire
them? They cost nearly 8 or 4 times as much as Indian soldiers.

Now, let us see how things stand as regards British soldiers and Indiaa
soldiers stationed in Aden. One unit of British infantry consisting of 677
men costs us Rs. 18 lakhs, and the cost per head comes to Rs. 2,025. And
the Indian Infantrv in the same place doing the same kind of work with the
same gkill and efficiency, a8 vou have vourself admitted, which consists of
846 men, costs us only 7 lakhs of rupees. Is it efficiencv? Is it economy?
And, sbove all, is it the way in which the finances of the country evem
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from the military point of view should be administered? Is it not dissipa-
tion of our finances? I have given them the credit for putting in a straight-
forward, blunt and frank way as to how they have prepared their Budget,
but I ask the House: Is it an economical way of dealing with the finances
of a country even from the defence point of view?

Now, I will give the House some other details. Take, for instance, the
Royal Horse Artillery. The number of British soldiers is 760 and their
charges are Rs. 7,27,410; while the number of Indians (including Indian
officers and soldiers and other civilians) is 4,059 and their charges are hardly
Rs. 1,20,600. So the British soldier costs us in the Royal Horse Artillery
Rs. 975 per head and the Indian soldier costs only Rs. 261 per head. In
fact, for Rs. 975 you can have four Indian soldiers instead of one British

soldier doing the same amount of work with the same amount of skill and
efficiency.

Now, I come to the hospitals. I am only giving you sample figures.
There are British military hospitals and Indian military hospitals. The
British hospitals serve 60,221 men in all whereas the Indian hospitals serve
no less than 194,664. So nearly 2 lakhs of Indians are served by the Indian
hospitals and hardly 80,000 Britishers are served by the British hospitals.
Now, the amount of money spent on the British hospitals is Rs. 70,40,560,
which serve, as I have said, only 60,000 Britishers. (An Honourable Mem-
ber: '* They suffer from costly diseases!’’) Being a medical man myself,
I can assure the House that diseases are the same whether they are acquir-
ed by a British soldier or an Indian soldier. Now, i the case of:Indian
hospitals which serve nearly 2 lakhs of men, only Rs. 50 lakhs are deemed
to be enough. That is, Rs. 20 lakhs more are spent on British hospitals
of not even }rd the size of the Indian hospitals.

Now, much has been said to us this morning by His Excellency that he
is verv kindly looking after the education of the children of the Indian
soldiers without making any distinction whatsoever between the British
and the Indian soldiers. He said once that he had visited the King George’s
Military School and the heart of any parent would be gladdened to see the
way in which the children are educated and looked after there. As he him-
self has got children, he ought to think that the children should be looked
after without any distinetion as between a British child and an Indian
child. But unfortunately the Budget tells a different tale. The Budget
shows that there are 520 British boys who are receiving general education
in what is called the Lawrence Royal Military School and the amount spent
on them is Rs. 8,76,520. Threk lakhs for 500 boys—British boys—and for

4rx. Indian boys, 574 Indian boys, only Rs. 76,000. Rs. 76,000 are
enough. (An Honourable Member: ‘* More than enough "'.) Yes, more
than enough if it pleases you, for educating how many boys? 574 Indian
boys. But perhal;s it is thought that three lakhs and 76 thousand rupees

are not enough, i efficiency is to be looked to—for how many boys? 500
British boys.

Now there is another set of schools where both soldiers and their children
are educated, and that set is called Garrison Regimental and Detachment:
Schools separately for British and Indian troops. In these schools the
children also of British soldiers receive education, but there is no mention
of the education of the children of Indian soldiers. These schools for the
British troops cost us 11 lakhs and 56 thousand rupees, and for Indian
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troops 1 lakh and 10 thousand and four hundred and fifty rupees. 1 lakh
and 10 thousand for Indian troops and 11 lakhs and 56 thousand for British
troops. (An Honourable Member: ** How moderate!'’)

Now look at the Staff College at Quetta for senior British officers. We
have been told that India is not yet fit for an Indian Sandhurst, or a mili-
tary college. India is not fit perhaps because India cannot afford the
money. I don’t know if there is any other meaning behind it; because they
have rot said that India is not fit intellectually or in its fighting capacity
for being admitted into a military college; so the question only will be
that there is not enough finance in India to have a military college. Now
there is a college called the Staff College at Quetta, and the annual output
of students is 30, and for these 80 students 7 lakhs and 30 thousand one
hundred and twenty rupees are being spent. Per head it comes to
Rs. 24,337. That is the way the finances of India are being squandered.
Perhaps the Finance Member may not have been candid enough to admit
how he has manipulated the Budget. But His Excellency the Com-
mander-in-Chief is a military man, and military men are always blunt and
cvandid. He has bluntly told you how the military budget has been manu-
factured or made up.

Now about the policy, the military policy of India

Mr, Pregident: Order, order.

Dr. B. 8. Moonje: One minute, Sir, only one minute. I shall sum up
the whole military policy in one minute, Sir (Loud Cheers), by guoting the
Statesman’s Year Bock for 1927 which says:

“The Regular Army (of England), whether at home or abroad, except India, is
paid for by the Imperial Exchequer ’—
—1India alone has to pay when England’s Army comes to India, while
England pays for its Army which it sends to the Colonies and the Domi-
nions—
“(although certain Dominions pay contributions towards its upkeep); India pays a
contribution towards the cost of the (British) troops at home, owing to these serving
ps a depdt for the regular troops in India.”
We have thus to pay both for the actual service of the British troops in
India as well as for those troops being trained and brought up in England,
besides I believe also a separate contribution as & premium for the insur
ance of safety which England guarantees to India from invasion from the
Beas.

India’s finances, from the military point of view, are taxed both ways.
That is due to the military policy under which the Budget is framed. The
candle of India’s finances is burnt thus at both ends. I cannot therefore
honestly congratulate the Government on the military budget that has
been presented to us.

Khan Bahadur Mian Abdul Aziz (Punjab: Nominated Official): Sir,
the discuesion that has taken place in this House these two days regard-
ing the Budget before us has impressed me with nothing so much as of
the truth of the old old saying that some people -are never so happy as
when they are thoroughly miserable. One Honourable Member of the
House tried to make a very careful calculation and he tortured a certain
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f rupees into pounds sterling and then compared it with another
:3:: gi ru%ees and f%und that the taller rupees were smaller and the
smaller rupees taller and he was very angry. But why did he do it at
all? If he wes not content with the appreciated rupee—brighter because
it has apprecisted—why did he go after that yellow metal? Did he do
it because it goes well with the jaundiced eye? That was yesterday; and
because the Budget was prosperous a persistent effort was made to manu-
facture gloom out of sunshine. This morning Sir Purshotamdas Thakur-

dag brought in his dictum about the shattering of the purchasing power of
the tax-payer in India.

Mr. B. Das: Did you follow it?

Ehan Bahadur Mian Abdul Aziz: It is unnecessary for me to say thaf
¢, far as the district is concerned—and there is no part of British India
that is not in a district—(Hear, hear), so far as the tax-payer in the district
is concerned, he does spend more every year on education. You can look
av any University as a centre or any district a8 a unit; and you will ﬁqc?
more people going in for education; you will find more of them going in
for higher education in spite of the fact that education is getting more
costly; you find more schools springing up; you will find more hospitals
springing up. Now, is it implied that there is somewhere outside India a
philanthropic conspiracy to help us and while we are not spending the
money some one else is spending it for us? Certainly not. It is owm
money and the reason why there is more expenditure now than in some

previous years, say 1923, is because we have more money and we spena
more money. There is no other explanation,

Sir Purshotamdas Thakurdas referred to the fact that the Honourable
the Finance Member did not in any previous year draw the attention of
the House to the increased liability for which this country is responsible in
the matter of Post Office cash certificates. The very first thing that he for-
got was that while he was on the one hand talking of the shattering of the
purchasing power of the rupee if he had only looked at the figures he would
have found that from 1923 onwards every year these same people whose
purchasing power he says is shattered—what have they done? They had
put in at the end of the 81st March 1923 Rs. 313 crores; in 1924 it rose to
Rs. 842 crores; in 1925 it rose to 18'12 crores and in 1926 to 2096
crores; 1n 1927, on the 81st March it was 26'68 crores and now it has
reached 30'88 crores. Now, Sir, Mr. Jamnadas Mehta resents this be-
cause it means that this money is not going to him; the poor tax-payer is
trying to keep some of his earnings to himself and it cuts the throat of*the
professional money-lender with his 18 to 24 per cent. per annum interest.

Sir Purshotamdas Thakurdas: Mentality characteristic of the district
officer in India.

Khan Bahadur Mian Abdul Aziz: Sir, I was told that this thing had
been concealed. I was coming to the point which my friend Sir Purshotam-
das Thakurdas made. He said this House never knew it, that the country
never knew it, and it was s surprise sprung upon us. May I, Sir, refer
to a question asked by an Honourable Member of this House in 1925 in
reply to which the Honourable the Finance Member gave the information
required about cash certificates? That was on 28rd February 1925. It is
question No. 138 and it was put by Mr. Cocke who is here in the House,

* and the Honourable the Finance Member shifled very clearly that payments
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of principal in each year were these and that balance of principal outstand-
ing at the close of each year was so much and then he went on to explain—
1 will not weary the House by quoting those figures . . . .

Lala Lajpat Rai: Read those figures please.

Sir Purshotamdas Thakurdas: Do please read those figures. Read the
whole question and answer. -

Ehan Bahadur Mian Abdul Aziz: I will read only what is necessary to
refute the misstatement made by the Honourable Member . |

Sir Purshotamdas Thakurdas: And hold back what may not support you?

Khan Bahadur Mian Abdul Aziz: The Finance Member said that it is
rot easy to calculate the liability outstanding at the end of each year if it
is taken to mean the amount that the Government will have to provide
if all cash certificates then with the public are cashed at once, while it
is fairly easy to calculate the maximum liability at any convenient date
on the assumption that all cash certificates then in the hands of the
public would be retained till maturity. On that basis the liability at the
end of December 1924 can be taken as about 3-19 lakhs, that is to say,
8 crores 19 lakhs, the capital outstanding being roughly 12 crores. Now,
Bir, in his speech he fully explained that this accrued but undischarged
liability for bonus will stand a sum of about & crores on the 1st of October,
1928. The Honourable Member who used some very undesirable terms
forgot the information that had been given to the House and which pro-
bably had not been supplied to him, and also conveniently forgot the prac-
tice in other countries, though on other occasions he remembers all that
when it suits him. Now, Sir, in England, there is at the present moment
a liability of more than a hundred million sterling for which in the annual
Budget provision is made only for the payment of that amount of bonus
which is likely to accrue. For the remainder a sinking fund is provided.
That is what the Honourable the Finance Member s trying to do for
India and that is how is trying to serve India but, Sir, the tax-payer is
being made to believe in something different by being told that all is not
well. But all is not right with some of our pseudo-financiers . . . .

(At this stage the Honourable Sir Basil Blackett rose to speak.) .

Mr. President (to Khan Bahadur Mian Abdul Aziz): Has the Honour-
able Member finished?

Khan Bahadur Mian Abdul Aziz: No, Sir.

Sir Purshotamdas Thakurdas: If Sir Basil Blackett begins his speech,
Mian Abdul Aziz will finish.

Ehan Bahadur Mian Abdul Azix: Then again, it was said that the
Finance Member used the public funds at the disposal of the Government
of India for other purposes, though they nominally form part of the rail-
way depreciation fund . . . (An Honourable Member: ‘‘Nomijnally?'")
Nominally in the sense that the Railways can always claim them, but those

funds do form part of the general balance at the disposal of the Govern-
ment of India.

Sir Purshotamdas Thakurdas: Where does the reduction of debt come
in? '
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Khan Bahadur Mian Abdul Axiz: The Railways can use them, though
they form part of the funds at the dispossl of the Government of India.
But my point is this, that if the Government of India use these funds as
it appears to them necessary, where is the necessity for our questioning
their action? The object of using these funds is simply to avoid the in-
curring of further debts. Everyone knows who has had anything to do with
the Treasury that the wisest course is to run these treasuries with the
minimum cash balance that you can, otherwise the amount of the extra
cush is simply wasted. It brings no interest. Anyone knows that. If the
Finance Member has used some of his cash balance and has used it in the
service of the country, he has saved us from paying needless interest and
he should be congratulated and not criticised; so that the real issue is
concealed from the people who have not gone into the detsils of this
question.

I have only one more wcrd to say, 8ir. Mr. Shanmukham Chetty talked
about the debt question, and he said there is only one way of redeeming
unproductive debt, I will take his own instance. What happens if an
unproductive debt has to be wiped off, is as follows. Suppese the Govern-
ment borrows 60 lakhs, 50 lakhs on which a commercial department can
pay interest, and 10 lakhs on which the commercial department cannot
pay interest. On that 10 lakhs the tax-payer has to pay interest. If the
Finance Member or if the Department has so arranged things that in
course of time the Department can pay interest on another 5 lakhs, them
what happens is that 55 lakhs become productive and only 5 lakhs remain
unproductive. The tax-phyer is relieved of that extra burden. That is if
he cares to understand the whole thing.

Before I close, Sir, I should like to tell him that a Swarajist and a
very much better Swarajist than himself expressed his opinion quite recently
in print about this point and I shall close with a quotation of those remarks :

“On two facts Bir Basil Blackett may congratulate himself, He has effected »
clean cut between the finances of the central and provincial governments contemplated
in the Reform Act; the provincial contributions have been permanently abolished.
That is to say, he has done all that was poesible within the four -corners of the
Meston Settlement. The other measure for which he may claim credit is his public
debt policy. The unproductive debt has been steadily reduced, while an endeavour
has been made with considerable success to awoid borrowing im external markets.
Bir Basil reckons that if his methods are continued, our entire unproductive debt will
vanish in twelve years. This aspect or that of his debt redemption and loans policy
may be open to question; some may consider that he allotted too much to debt
redemption, while others may cavil at his choice of the market and the terms he
offered for certain of his loans. Making all allowance for this, it cannot be denied
that his  public debt policy has been characterised by a devotion to India’s interests
and a degree of shrewdness and wisdom which mark Bir Basil with the stamp of a
far-seeing financier.’

The Honourable Sir Basil Blackett: Sir, I must begin my speech in
reply with thanks to those Members who have been kind enough to say -
kind things about me and perhaps I may particularly express what 1
really feel. my gratitude to the Members of the Congress Party for attend-
ing both to hear my Budget introduced and to take part in this
hudget discussion. I think I may particularly congratulate their Leaders
on their clever interpretation of the Madras Congress resolution. It will
have been observed that several of the speakers on the Congress side
started their speech by the statement that they camnot congratulate the
Honourable the Finance Member on his Budget. Unless I am greatly
misinformed, the reason is that the Leaders of the Congress Party had
decided that the proper interpretation of the Madras Congress resolution
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that they should not take part in this discussion was that Members of
the Congress Party could take part in it provided they said nothing com-
plimentary to the Government. I am quite glad to congratulate a good
many Members of the Congress Party on their success in combining the
suggestion that they would be willing to compliment me with strict observ-
ance of discipline. There are certainly some Members of the Party who
may be acquitted of any attempt to be courteous. (Laughter.) I will
deal with them later,

The course of this debate has been one to which we have become ac-
oustomed in this House. By far the most important part of the debate
has been the announcement made by my friend His Excellency the Cors
mander-in-Chief on the subject of the increased Indianisation of the Indian
Army. That announcement is probably one of the most important single
announcements that has been made in India in pursuance of the policy
laid down in August, 1917. It marks the steady advance of His Majesty’s
Government agd of the Government of India towards the goal to which
they have determinedly set their gaze. And it has been received in
characteristic fashion. The Leader of the Congress Party, Pandit Motilal
Nehru, first of all announced that whatever the announcement had been,
he was going to curse in regard to it. He then proceeded to do his best
to find fault with the announcement. He showed that, while he was
willing to put complete faith in anything that was told him in Moscow,
he was equally prepared to invent out of his owh imagination what I can
only describe as a gross slander on his own fellow-countrymen, the Indian
eoldiers. Mr. Jinnah received it in rather a different fashion. He has been
telling us on and off for a good many years that he has no faith of any
gort in the British Government or in the Government of India. He told
us specifically three weeks ago that he had no faith whatever in His
Majesty’s Government and the British. And to-day the announcement
has shattered his faith. It has shattered his faith.

Mr. R. K. Shanmukham Ohetty: He had faith when he joined the
Committee.

The Honourable Sir Basil Blackett: T will deal with one other point
raised on non-financial questions. It was raised by Pandit Motilal Nehru.
He was evidently rather pained by the obviously sympathetic reception
which the Statutory Commission has received in Madras (An Honour-
able Member: ‘‘Hag it’’?) and he tried quite naturally to minimise it.
There has been put into my hands since he spoke a telegram addressed to
a non-official Member of this Assembly by a prominent member of the
Statutory Commission which I should like to read in order to encourage
. Pandit Motila]l to another attempt.

Moulvi Mohammad Yakub (Rohilkund and Kumaon Divisions : Muham-
madan Rural): May T know, 8ir, to whom it is addressed?

The Honourable Sir Basil Blackett: I will read it:

““Our reception in Madras Presidency really cordial and spontaneons. Everywhere
delegations met us representing different communities and interests and also local
bodies. Most striking gathering of 20,000 to 30.000 kallars yesterday morning at
Usalampatti. Demonstrations against us ridiculously small in numbers and obviously
organised and sabsidised. Flags and placards of one standard and evidently supplied
from central depét.”

I will now turn to the Budget,
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Mr. N. M. Joshi (Nominated: Labour Interests): May I know whether
the telegram came from a journalist?

' The Honourable Sir Basil Blagkett: ]t is from a member of the Bts-
tutory Commission. (An Honourable Member: ‘‘To whom was it addres-
sed’’?). .

I will now turn to the Budget. I am afraid it will be impossible fer
me to cover all the subjects which were raised in the eourse of the dis-
oussion. 1 should like to begin by congratulating Pandit Hirday Nath
Kunzru' on his thoughtful speech. I am sorry that he should think that
there was any attempt to conceal the increase in the Air Force. A year
ago, I mentioned specifically the expansion of the Air Force in my budget
speech, and if it was not followed up and if more details were not asked
for, I can only surmise that Honourable Members were so much interested
in the ratio that they forgot the Air Force. But there was a definite
statement in my speech. Pandit Hirday Nath Kunzru also referred to
our ncome-tax estimates. 1 share with him the disappointment that we
have not been able successfully to estimate in advance hitherto the yield
of our income-tax. Last year was a particular disappointment arising from
a source which we have managed to trace to its issue and we are not liable
to make the same mistake ag was made last year. Obviously we have to
try and find out in advance something in regard to the probable- profits
of the bigger industrial concerns or the industrial concerns generally in
the course of the current year in order to 'get an estimate of what income-
tax is likely to. yield us next year. I feel fairly confidentgthat the basis
of our estimate this year is a sounder one than it has been hitherto and
that our figure of Rs. 17 crores for the coming year is reasonably likely
to be realised. But I share with Pandit Hirday Nath EKunzru the dis-
appointment that we have hitherto not been entirely successful in our esti-
mates of income-tax, Mr. Birla, Sir Purshotamdas Thakurdas and Mr,
Chetty seem to have put their heads together to try and invent a parti-
cular line of attack on this year's Budget. The figures in regard to our
debt are figures which are comparatively recent. They date from some
time during my period as Finance Member. Previously the debt of India
was shown simply as, broadly speaking, market dgpt. I set to work to get
into the statement of our debt all the debt that the Government owed in
various forms, including, for example, savings bank, cash certificates, pro-
vident funds, and so on, and the statement, as it is now given, which has
been the same for the last three years, shows absolutely the total of the
debt of the Government of India in any shape or form. It is quite true,
and this is g point that I drew attention to, not in public, but in the Finance
Department some considerable time ago, that the statement of our deb
does not include liabilities to ourselves because that is not debt. It cannot
be included as part of our debt and there is a note of mine somewhere in
the Finance Department saying that when the Government of India Act
comes to be revised, provision ought to be made so that we shall be able
in future to show as debt-liabilities which are as separate as the depre-
ciation fund and reserve fund of the Railways are from the general finanoes
of the country. They are not debt at present because the Government of
India owe them to themselves and you cannot call that, debt. The three
Honourable Members who drew attentionto this seemed to think that they

, had made a great discovery, but exactly the same thing has béen the posi-
bion for the last three or four years in the statements that have been made

- B
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in the Budget and so why they should think that something extraordinary,
hag turned up I do not know. Mr. Birla, I think, would on second thoughts
like to withdraw the language that he used. It is not 1 think quite nght
that when statements are put before this House they should be characterised
as untrue or false by & gentleman who had just previously stated that
he was unable to understand them. Nevertheless, the statement of our
debt does show absolutely the exact position, that is, the total of the
debt of the Government of India,—the total that is productive and the
total that is unproductive. I could not follow Mr. Chetty at. all in his
argument that you had to buy unproductive debt in the market in order
to pay it off. Why you should buy unproductive debt in the market and
then issue some other debi of apparently the same denomination and call
it productive because it was issued for our productive purposes, 1 could
not follow. Obviously our unproductive debt consists at any given moment
of that part of our total debt which is not represented by 'assets which
are earning for the tax-payer a sum equal to or greater than the amount
of interest which the tax-payer has to pay on the debt. It may interest
the House to have some analysis of our present debt and to have figures
in greater detail than has been given so far. Our total debt on the 3l1st

March, 1928, is estimated to be as follows:
Crores. Lakhs.

Invested in Railways . . . @68 13
Invested in other produetlve forms . .20 41
Advancegio the provinoces . . . 128 34

Total productive debt . . 812 88

Our total debt is 991 crores, 61 lakhs, and this leaves a non-productive
debt of 178 crores and 73 lakhs. That is to say, 178 crores and 73 lakhs
ts the total amount of the debt cn which the tax-payer has to find the
interest out of taxation. On the total of the rest of the debt the interest
is found out of the productive enterprises in which the money is invested.
It is in consequence of the steady growth of our productive debt and the
steady reduction of our unproductive debt and the funding of large amounts
of debt carrying 6 per cent. free of tax and the substitution for such debt
of debt carrying under 5 per cent. that the burden of the interest charge
on the tax-payer has been coming down. Either in my speech or in the
Financial Secretary’s Memorandum exact figures will be found of the
charge which is to be met by the tax-payer out of his own pocket, out of
taxation year by year, and that chows a very steady reduction. That I
may inform Mr. Chetty includes the interest that we pay to the Railway
Board for interest on the depreciation fund, so that the figures of the
interest actually paid show the exact position of the tax-payer year by year.
1 hope that after this explanation some of the charges that have been made
will be withdrawn. T would like to point out to Sir Purshotamdas
Thakurdas that he seemed to be under the impression that a large pro-
portion of the reduction in-the unproductive debt of which I spoke was due
to the fixing of the rupee at 1s. 84. Apart from the fact that the rupee
was changed from 2s. to 1s. 6d., a point which I used to dwell on a year
ago, 1 would draw his attention to the fact that the figures in the speech
take the sterling debt of 1928 for purnoses of comparison at 1s. 6d. just
in the same way as they take the sterling debt of 1928. Therefore, there
is no question of the reduction of unproductive debt being due to an altera-
tion in the ratio to 1s. 6d.

-
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Mr. Jamnadas Mehta did not disappoint me. I have come to feel
.quite uncertain of the wisdom of anything done by the Finance Depart-
ment or anything said by the Finance Member until it has received the
hall mark of a castigation from Mr. Jamnadas Mehta. I do not suppose
that he will desire me to try and follow him in the maze of figures chosen
.carefully in accordance with the thesis which suited him without reference
to any rea]l meaning in the figures with which he tried to invent a case
against me. 1 was interested, however, to observe that when he had
succeeded in inventing a case against me he discovered that I had not
increased taxation at all during my period of office. That I think was the
net result of his arguments. I believe that on the whole I have slightly
decreased it, but not very greatly, and it has been a matter of regret to
me that during my term of office the opportunity for any large reduction
of taxation has not arisen. That was because we had a prior obligation to
the provinces. It is true in a sense that the remission of the provincial
contributions to the tune of 9 crores and 83 lakhs, or 9 crores and 20 lakhs
if you leave out Bengal, is in effect a reduction of taxation, because either
the provinces in order to spend what they did would have had to raise
that taxation by other means, i.e., that extra amount by taxation of the
provincial tax-payer, or to forgo the expenditure so that it is in effect a
reduction of taxation.

Several speakers have referred to the Meston Settlement. We have
now got rid of the provincial contributions and the time for some modi-
tication of the Meston Settlement is obviously approaching. Those Honour-
able Members who are keen on it, especially on the other side, will mo
-doubt take the opportunity to give evidence before the Statutory Commis-
gion on the subject. (Laughter.) But even if they do not, I am inclined
to think that the Statutory Commission will have their attention drawn
to the Meston Settlement. The subject really raises the whole problem
of federal finance. It is obviously necessary that the Central] Government
should be in possession of sources of revenue which are adequate for all
purposes, because it is on the Central Government that the burden of an
emergency must always fall. T think that it is most desirable for that
reason alone that some reduction of central taxation should be possible
within a comparatively short time in order that the Central Government
may have a margin of taxable capacity as against emergencies. On the
other hand, there is no doubt that the working of the provision giving the
provinces a share of income-tax has not been satisfactory. It has never
really served its object. Certain proposals were framed by the Finance
Department and were discussed with the Provincial Governments and in
particular at the last Finance Members’ Conference. They involved a
sacrifice of something between half a crore and a erore of the Central
Government’s revenues, but they were not considered by some of the Pro-
vincia] Governments as giving them as much as they wanted, and it was
felt that with the approach ‘of the time when the whole question must
be taken up by the Statutory Commission—and I may add, in view of the
want of cash in the pocket at the moment of the Central Government—it
was felt that it was desirable to leave the subject for consideration by
the Statutory Commission. In the same connection other Honourable
Members have spoken about the exmort duty on jute. Now I would put
it quite simply. Either the export dnty on jute is a bad tax which ought
te be abolished at once because it falls on the agriculturist, or it is paid,
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not by the agriculturist but by the importing user of jute, that is to say,
it is either a bad tax, or it does not fall on Bengal.

An Honourable Member: Is there any other monopoly commodity ?

The Haonourahle Sir Basil Blackett: I do not suppose the Honourable
Member could have followed my logic. Perhaps if he reads the speech
later, he will be able to think about it. Quite obviously, them, if that
duty is falling on the agriculturist at the present moment, what ougLt
to be done is not to hand it over to the Provincial Government but to.
abolish it or at least to reduce it if some part of it is falling on the Bengal
tax-payer. If it is not falling on the Bengal tax-payer, if it is in fact being
paid by our customers over-seas, then so long as the monopoly conditions
which ensble that to happen remain, it may be a good tax; but it is
obviously desirable that it should be in the hands of the Central Govern-
ment, so that action may be taken to reduce it the moment there may
be any sign of a change in the monopolistic character of the article on
which it is imposed. But you should not expose the Provincial Govern-
ment to the temptation-of raising revenue by imposing export duties on
all™and sundry articles at the expense of its own agriculturists, nor to the
difficulty of having to deal with the jute duty or an export duty of any
kind at a moment when world conditions may have made it imperativety
desirable in the economic interests of everybody that the duty should be
abolished. So far as the jute duty is concerned, or any other export duty,
1 think therefore that Honourable Members will be very wise to oppose
very stoutly any suggestion for provincialising them. I have full sympathy
with the desire of the provinces to see their revenue increased and made
more elastic. I am in some hopes that some results in this directionymay
be secured when the Statutory Commission has reported—some afrange-
ment that might hand over some of the non-judicial stamps to the Central

Government and give in their place a really effective share of the
incume-tax.

I do not think that I need enter into any of the other points that were
raised. My friend Sir Victor Sassoon had some complaints to make about
the collection of income-tax. I am beginning to wonder quite seriousl
whether my Income-tax Department & not becoming almost effective. Iyt
has had a long struggle and I am sure there is still room for improvement.
I do think that this House should realise that the Income-tax Department
has a very difficult duty to perform. It is performing it to the best of its
abjlity in unpopular circumstances. There are great possibilities of tempta-
tion. It has built up a very good record and I would like to add that it
is almost entirely Indian. I do hope Hnourable Members will think_twice
before making attacks, which, in the nature of income-tax, come very

naturally, upon the agents of the Government of India who are engaged
in collecting that unpopular tax.

Sir, I do not kmow whether you remember a debate on the Budget about:
three years ago when sitting opposite me in old Delhi you became very
vociferous about the concealed crores in my pockets and I suggested that
I should be afraid to meet you on a dark night, if you really believed the
money was there. A good deal has been said which shows that Honourable
Members still think that I have got large numbers of crores concealed in
my pockets. I assure Honourable Members that that is not so. I leave
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them to find the full facts in our published statements. For those who
try to study them, our Finance and Revenue Account and our Financial
Statement are more illuminating or are becoming more illuminating year
by year and are a great deal more illuminating than they were at the
beginning of the time when the Legislative Assembly came to deal with
the Budget. I believe that it has been one of the effects of the Legisla-
tive Assembly’s criticism and of its power to criticise and vote on Demands
for Grants, that very considerable improvement has been arrived at in the
whole machinery for Parliamentary control of the Budget and other finance
e matters of the Government of India. And it is for that reason that I
going to permit myself one last remark. What has been happening
in the course of this last Session is particularly depressing to a man like
myself who has been in the Assembly now going back to a date very near
its commencement. During the whole of that time the principal interest
of many of us, the interest really that was the driving power behind what
we were doing, has been the desire to make the Legislative Assembly more
and more into a Parliament. And my difficulty to-day is that I feel that
at every turn this Assembly is to all appearance trying to commit political
suicide. Every opportunity that is given it of showing that it has a res-
ponsibility and can use it, it takes to prove that it can be irresponsible.
That does not need proving. But I do hope that, in spite of the atmos-
phere of -to-day, Honourable Members will realise that many of us have
been and are very keen on seeing that the Assembly, particularly through
its control of finance, may more and more approximate to, until it finally
reaches the position of, a real Parliament. (Applause.)

The Assembly then adjourned till Eleven of the Clock on Saturday.
the 1Gth March, 1928. - -
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