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LEGISLATI VE ASSEMBLY. 

FrldiJ!!. g8th February. 1980. 

The Assemhly. met in tbeAssembly Chamber of the Council House at 
Hnlf Past. FOur of the Clock, }fr. President in the Chair. 

EJ.ECTION OF THE STANDING FINANCE COMMITTEE FOR 
, RAILWAYS; 

: 1IIr. Pr8ll4eDt: I have to inform the Assembly that the fonowing 
Members ~ been eJected to serve on the' StAnding Finance Committee' 
for Rnilways: . 

]. Mr. R. S. Sarma, 

2. Mr. E. F. Sykes, 

3. Sardar Gulab Singh, 

4. Mr. M. S. Arley. 

15. Mr. Muhammad Yamin Khan, 

6. Mr. Abdul Qadir Siddiqi, 
7. Khan Bahlldur W. M. P. GbuJa.m Kndir Khan Dudum, 
8. Mr. A. H. Ghumavi. 

R Mr. Fazal Ibrahim, Rahimtulla, 

10. Mr. K. C. Neogy, aDd 

11. Bap Chaudhary Mohammad IsMail Khan. 

ELECTION OF MEMBERS TO THE GOVERNING BODY OF . THE 
INDIAN RESEARCH FUND, ASSOOIATION •. 

Mr. PnIl4ent: ,I have a180 to inform tl:J.e Assembly that Sir 
Purshot.llmc1ns Thakurons and Dr. B. S. Moonje have been elected to sit 
on the Governing Body of the Indian }{esearch Fund Association. 

THE BUDGET FOR 1900.31. 

IN'l'ltoDUC'1'()RY. 

'lila BODOWab1e air Gear,. '8chlllMr' (Finance Member): In present· 
ing tny budget proposals this year, I intend'td depart to some extent' from 
the pl'OOedure whioh . haA been· followed hithl!l'tO RD.d to eonfine my e1· 
planationR of the past,ourrent and prdspeotive 6OIlditions, . all far as· pos-. 
sible,'t.o e, hroR<i.de8OriptiV'e atatlYneut. 'leavinr t. e t~  eetail· 

( 1183 ) A 



1164 LEGISLATIVE ASSEMBLY. [28TH ·l'KB. 1930. 

[Sir George Seh uster. J 
~ figures to be supplied in the Explanatory MemorandulJl which will be 

CIrculated to ~ ~ u e Members together with 11 cop)' of my speech. 
Nevertheless, It IS necessary to give a good many figures in order to ex-
plain the situation and I am afraid that I huve so many important matters 
to propound that it wilJ not be possible for mf'l to be very brief. 

:&. Honourable Members will recolleot that, in reviewing the position 
Actual out·tW'D of 11l21j· last year, I said that the main question for 

211. cuosiderution, in deciding our policy W88 whe-
ther the gap caused by the final remi88ion of the provincial contributions 
in HrJ7 had been fiUed, or whether the time had come to recognise that 
it had not been filled and that it would bc necessary to find some new 
lIource of revenue. In dealing with the revised estimates for 1928·29, I 
pointed out that the results for the year had been, or were likely to be, 
improved by u number of fortuitous circuDlstances. that is to 88Y, a 
throwforward of land customs revenue from the preceding year and an abo 
normal anticipation of 158lt revenue owing t(' "Peculation. I indicated 
that. had it lIot been for t e t~ fortuitous circumstances, we should huve 
had to anticipate a deficit.. in 1928-29; and I therefore thought that it was 
clear that the gap, to which I have referred, had not been filled in that. 
year. Subsequent events have reinforced that conclusion. 'I'here was, in 
fact, a serious deterioration under ~ e  headings in thfl 188t two monthll 
(If 1928-29. on top of which came an exceptional ~.m. namely, a. heavy 
drop in the amount which could be credited to revenue from the Gold 
Standard Reserve, due to the nece8sity for writing down the securities aa 
a result of the raising of the Bank of England rate to 5i per cent. in the 
middle of }'ebn18ry last. 'I'his last item did not, of course, represent a 
rcnli8ed loss IItHl will. in fact. be 1I10re than mudll good hy extr'l l"(lI'ml'tr; in 
the cu ~ t year As 1\ result of these factors. the year 1928·29 actua.lly 
closed with a deficit of 1,06 lakhs instead of with the surplus of 30 lakh8 
anticipated in In:; reviserl estimates last year. The exceptional it.ems of 
deterioration to which I have referred. may be regarded as counterbalanc-
ing. to some extent. the special favourable items which I mentioned last. 
~ ear. so that, on the whole the results of 1928-29 now appear more nearly 
in their true colours. 

3. What this result has meant to us is that. instead of being able to 
make an f\ddit,ion of 80 lakbs to the balance of 74 lnkbs sbmding to the 
credit of the Hevenue Reserve }'und. the whole of that balance hnd to be 
drawn upon and we were left with an uncovered deficit of 32 lakhs. 

RZVIEw 011' THB YEAR 1029-80. 

4. Turning now to the results for the current year 1029-80. though I 
CEIO Rce no CBUSe for an.vthing like pennanent 
peRsimiRm for the future, there Qre many 

things which hnve increr.sed the difficulties of the present. Failure of 
rains in some places. excessive rains with seriou8 flood damage in 
otbers. combined with political uncertainties which have had an unflettl-
ing effect on commerce and industry, have been ffICtors 8pecial to India. 
while. Bt the SBme time. India. bas suffered from the general disturbance 
to world conditions c8u5ed mainly hv the unprecedented Stock Exch.up 
ppecuJati01lll in the United States followed by the sudden and sensational 



1I6r; 

C'olJapsc in October. The speculation was accompanied by a huge demand 
for money to finance Stock Exohuge transactions at high rates of interest. 
which ~t cte  a dow of oapital from all countries on a scale which haa 
hitherto been unknown. The collapse seems likely to result in a period 
of business stagnation in. America, whioh h&8 already produced a serio1J8. 
fall in the prices of all commodibies. While the effect of these events on 
monetary conditions in India baa been apparent throughout the year 
under review, the effect of the fall in prices on trade and production is 
only now beginning to be felt. I propose t.o revert later to general eco-
uomio conditions in India, At the present stage, it is only necessary to give 
a brief review of the actual trade conditions in the first nine months of 
thia year. 

5. The uble balance of India's trade, including private imports of 
treasure, for the nine months ended the 81st December 1929 was 41'62 
crores against 89'76 crores in 1928 and 88·07 crores in 1927. Exports 
of. Indian merchandise, however, show a deterioration of about st crores 
as oompa.red with last year which is accounted for by a large drop under 
jute yarns and manufactures (8.88 crores), jute raw and waste (2'71 
orores), wheat (1'46 orores), barley (1.58 crorea) and hides and skins 
(1.89 orarest Rice exports, on the other hand, have been considerably 
more encouraging and show an improvement of 2' 51 crores, while exports. 
or cotton are al80 slightly better than last year (.22 ClO1'es). 

6, Imports of foreign merchandise also show a oonsiderable drop 88 
compared with last year (4.54 crores) which is shs.red by cotton yams md 
manufsctures (2.11 crores} , other yarns, manufactures and textile 
fabrics (2 crores) , iron and steel and manufactures thereof (1' 89 crores). 
It is B&tisfactory to note that imports of rice which amounted to I' 49' 
('rores in the ftrat n.ine months of last year feU to 7 lakhs during the same 
montha of the current year, although imports of wheat increased from 
l' '16 ororea to 8·64 0l'0l'e8. 

7, Despite the fact that the fall in the exports is about _ice that in 
imports, the visible balance of trade has actually risen, as net privste 
imports of treasure also fell by 6·88 CI'Or8S to 18'12 crores which is the 
lowest figure touched since 1922·28. 

8, The unfavourable factors to which I have referred, have, of oourae.-
ReviAed eatimatr-., . heen refiooted in our budgetary results, but, 

on the whole, we have been fortunate in the, 
sense that we have had certain special wind-falla, 88 a result of which I 
ean anticipate that tlhe accounts for Im·80 will close without showing 
a defioit. In the first place, we have found ourselves, &8 a result of the 
faetfl which I have already explained, without any balance to the credit, 
of the Revenue Reserve Fund and, Uaerefore, unable from this source to-
make good the deficit of 90 lakhs which, 88 Honourable Members will reo 
eollect, I had antioipated for the oummt year. Apart from this, the 
results to date indicate, on balance, a deterioration as compared with the 
bud'l'et estimate, While Taxes on looome, Salt and net Opium receipts 
indicate a probable improvement of 1,12 lakha. there are deteriorations 
under Customs (55 lakhs). Miscellaneous payments (52 lakhs) , Railways 
(18 lakha) , Poets and Telegraphs (M IUba) and other heads (8 lakhs). I 
tnuat here mention that Uae itemB afteoting Interest-that is to Bay, tak· 
iDa into account outgoiap aDd reoeipts togetber-only show a net deteria. 
ration of 8 lakha: but the deterioration would haft been cODSiderabJy 

AI 
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larger if we bad DOt had exoeptioDally 18l'8ereceipta· from intereat on the 
Gold Standard Reserve. The higb rates of intereatprev.ailing ·for money 
duriug the tiNt nine months of· the year, combined with an appreciation 
ill the value of our investment. from the low point to wbich they had, .. 
J have already explained. beeD written down on the 8l1t March 1929. 
have combined to give us an Altogether exceptional figure under tbia e ~ 

iag. Our receipts, in fact, exceeded the hudgeteltimate by V. lUbe. 1 .11 refer to thie matter again. 
9. The reswt from all the figures which I ~ e given, is A net ete ~ 

Dt1Icit . e~e  by. wind· ration of 66 lakb8 118 compared with the 
fall. budget t'stimate, and tbis, combined with the 
original deficit of go lakhs, whicb, M explained, c8D.1lotbe oonred, as ex· 
peeted, by Il trnnsferfrom the Revenue Reserve Fund, bringtl us to a total 
deficit of 1.56 lakhs. As against this, however, we can balance a specl" 
wind-fall, because we are able to bring into account a large Bum held by UII 
at credit of the GennanLiquidation Aecdunt under the Treat, of 
Versailles, which, as a result 01 deeisiobl arrived at, at t-he Hague Con· 
ference, will nOw acertJe to the Go'ternment of India. By a curious eoill· 
eidenoe, this amount is use )akh1'l and exRcl;.ly ba)ILDOOfI the deficit pre· 
viOU8lv disclosed. On this bosi8, theTefore, the vear 1929-80 will CiON 
with ~  even baIece. . 

10. I do not. however, "ish to givt' Il m ~ g picturl' and Wt' mur;t 
. lulh· l'eaJi8e that. levw-nl aceptiono) receipts-

o.p Dot faU,. filled. apait from this special wind.fall-h'lve ('ontri-
buted tl) the result. I hale already alluded to the exceptionally high item 
for receipt8 under the heading of intert"it on th(, Gold Standard ReRerve. 
und, in addition to this. there are several item" which eon hardly be 
l"egarded 88 nonnal. 1 would refer 8peciaUy to tblllugar import dlltyou 
which we anticipate n receipt of 8-35 orore8 8S Against the budget t m ~ 

01 7 CI·ores. and jute export duty, which at 4·71 crores, is MJ l&khll "hove 
what I consider t.() be a 88ft' and nonnal figure. Furt,her, the reyjaed 
(·stimate for Taxes on Income includes f\ epecial wind·fall of 80 lakhs "AI the 
net rt.su)t of certain ju(lgments in t ~ Privy Council. I refer to these 
mat,tera, be<:ausc,\ in Rny review of the pflsition undertAken for the purpose 
.of considering future policy, it is neceuflrv to eliminate exceptional, item8 
()f this kind. If, on this baBls, we eXftmln(\ the position Mince the flnaJ 
remission of the provinclalcontributioDR, we find that in ~ 2  there 
WBS aD aetual deficit of ~,2  Inkbtl: in 1928-29 0. deficit of 1,06 lakha; 
While, for 1929-flO, the flgul'eti which I have given sufficiently clearly 
-explain the position. These retI\1ltR indicate thAt. t,aking into ROaOuot the 
uDavoidable UtC1'P.8ge in expenditure, and even making aUow!lnoos. for the 
present depressed trade conditions, the gnp cauled bv the remiafllion of t.hf! 
pTovincial contributions has not, on ft norm.l ('stiInate of revenue and 
expenditure, been fully .filled. 

PROSPECTS FOR T1I'E lEAR 1.980-8!. 

11.1 must now turn to the protpeclil! for the next vear-1980-81. 80 
arranging my statement lUI to indicate,Bs clellTly All T can;' the main trame-
work 01 the problem with which we have to dent I Will .tart with oertain 

~ m  explanations. First" on a matter of' detAil. intbe figtJ1'81I 
~ c  r am DOW gOing to "giV(llto the HoUlO.· J ehnlleliminate receipts on 
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Reoount of the two·anna petrol tax which are oB-set by the block grant. 
on the uther aide to the ROlld Development :Fund. Secondly, in my fore-
'. cast for tlext year, I urn not taking into Rccount 

Pollttoal coodfticma. the possible effects on revenue of serious dis-
tUl'blluce or the practice of civil disobedience. Even if we could consent 
t(, the ~ um t  that the threat,s ·of puch action will be roalised (whioh, 
of COUl'HC, we cunnot do), it would be impossible to estimate its eBects. 
Nevertheless J cannot IIvoid taking SOlllt! Rccount of the reaction of the 
uttitude of ~e t  political leaders and parties on u ~  conditions in 
the country, for. to some extent, that reaction is alTeady an established 
e t~,. A' &eriOUI blO\\' hils been given to confidence. both within India 
and outside it, ~  the doctrines preached in DecehJber last Itt Lahore and 
liiincf' t.hen throughout t,h(' country. In I>uying this, I Tefer not only to the 
thl·C.,t of repudiation of dphtH--whieh I am com'inced that no responsible 
Indinn!l tRkf' seriollsly-but ,,}so t(Jtht." genernl programme of civil dis-
obE'fiipnc:(' fllld the IIttitude '?f hostilit,,· to(' tht, Br!tish connection Ilnd 
British interest,B. It is not for mt', in ri ftnn.nci.,l bpeech, to express viewli 
RA regards this l>olicy or the ideals which underlie it. 1 only \\;sh to refer '0 the inevitnLle ~ m m c re8ultM. 
12. 'J'rllnslating this vit!w into 11 prnetical appreciation of the budgetar)" 

t~ t  for JJE'xt ~ (!Ilr. 1 nm forced to the conclusion th!lt. t~ e  allowing 
fOl' II rl'lI",onnble ~  monl>OOn. the prof;pects of trade cannot be regarded 
11" very bright. WorM ooniliUonfl nre Rgnillst UflO &nd the chances that 
LlIsineRs in Indin CIID <le\'('lo(> fll\>ourttbh· in spil(: of these adverse factor .. , 
lire \'l·ry .. ~ rf'dl1Ced ~ the ~  to confidence in Ilt'W e te ~e 
which 11111; beNI given ~  the conduct to whieh I have referred. 
13. Adopting thia appft'oiatioD of th",. pof'itioll. my forccnst as regards 
-ReVill.. the' main headings of revenue would be 8S 

fnllows: 

CtUiom •. -l am allowing for a net deteriomtion. exclusive of the &ad 
l<'un(J NCCtipts. of 1.00 lakhM 1\1'4 compared ",ith the budget e6t.imote of the 
oorrent ~ e . lind of 42 lllkbs llscompared with the revised estimate. 
'l'be tot,,' ~ t m te §or Customs. exclusive of the Road Fund receipt., is 
thus put at 40:80 crores. ' 

.. ~c  ulllucomc.-I c;xpeQt, we shall collect. 17·30 cror.;:&, which is 70 
lQ.khti more thllD the current year's budget tg~ e, though only ~ lUhs 
more than the revised estimate. .  . 

8alt.-I hRve ft88UDleci a reeeipt of 7·06 croms which Rgain is -70 lakhe 
moro trum t,~ orilil18J estimate of tlw oum.otyenr. Thu. Jatter, as ex-
l')lIinf.·d .in m~  }Sllt budget apeecb.w"$ abnormAlly low IdiI a resuJtof 
Bpecullition. 

Op;t/", .-Compttred with the bud,et for 19i9·80. next year is expected 
to show II drop of 88 lakhs in TeCelpts 88 t\ result of the ten-year pro-
gramme:>, und of 7 )Ilkhs in payments-.l net diminution of 26 lakbs. 

. 14. The Wlt result is thllt, flO far 8S the main hends of genera) revenue 
JIlt; cOD-.!erncd. tlteru \vill, on t ht' b'lSis of existing taxes, bo l\ net growth 
:1£ 110 In:m) than :; lakh liS ~ c  wit,h the budget estimatA of the 
~ c t ~ I . . 

15. 1'urning to depnrtmentt1' trl1naacti(')hS, t ~  Hou8f\ is Jllready aware 
Departm8btal tralllaC- . that the eontribution from the Rairn'hYs' tv 
tl0D8,. .' generRI revenues -is likely to .be less BRtifJiROtory 
than III recent ~ e . The total is estimated At 5·74 arord8, as compared 
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with the budget figure last yenr of 6'25 crores, showing a net deterioratiOD 
of 51 Illkhs. In P08ia and Tt.le(fMph., prospects for next year are like-
wise Ullflntisfactory. It i8 necessorv to antioipate a deftcit of 48 lakha on 
the Indian Poets and Telegraphs Department Ilnd of 8 lakhs on the Indo-
European Telegraph Department. Taking into account the oapital expen-
rliture chargE\d· to revenue, the net (let.erioration 118 compared with the 
budget estimate of the current yenr is 48 }akhs. 

16. It will be seen, therefore, that, on the results of the two ~ 
()ommereiul Departments of the Govel·nment. the Railway@ and the Post. 
and 'felegraphs e utm~ t, we have to antidpate ., totul deterioNtiOD 
of 00 hlkbs as compRrt.-d 'III'ith the budget e8timate for 1929-80. 

17. 1 will now turn to the maio heads of expenditure. In dealing with 
'II'---ltare tbi.. I intt'ud, throughout my remarks, to draw 
---. n diatinction between normal administrative 

outgoinglll Rnd those other head, such a8 Debt Services, where 
we have to meet either charges for the service of oW' loans ~ 
make provi8ion for redemption or security. Hspenditure of this eort 
fAlls in Il different cntegory. for the charge for iof.rvioo of the JOWlS is UD-
avoidable, while to provide money for 8(,curity proviaions cannot be criti. 
cised 88 extravSi8noo but is, on the contrary, n thing to be commended al 
Mund nnd prudent finlmoe. 

18. HavinK drllWD the distinction b(;twcen tbese two kinds of expeo-
AcllDiDJnntiYe ~ t e diture. I will turn to exnmine tile former, 

tan. nAlneoly, the whole 1ieJd of normal m ~ . 
tive expenditure. It;s on our nction in this field thut I expect -nnd, in-
deed, desire Honourable M.embers to turn tbeir moat critioal ecrutiny. 
Tht:rE' ill a ~ e  demand for ret.renchment and eOODOmy OIl tbe ODe aide. 
nnd, on thE! other there i& the peniatent nod insistent p1'888ure for iDcl'8lUled 
expenditure on particular projeo<1I, 8uch al Improvement of OODdiiiODI 
of 8ervio3, education, hospitals, and f>anitary aTl'aagementa, agricultural 
endowment, police meaeurea, roads. etc., and very often thole who pn.II 
most vehementlv for retrenchment in general, are among the Itl'ODgf'14t 
supporte1'8 of particular propoeala for new expeDdltuN. I aban deal tnter 
,Vith the general position n8 regards an eeonomy luney aDd the poIIibUitiet 
of retrenchment. For my preaent purpoee, 1 merely wiab to give lOme 
iDdieation of the t t m~ of ne" dernaada . for whioh, after mOlt 
careful lorutiny and rigid excluaioD of eTerything th.. i. DOt aeoeuary, 
we have thought it euential to provide.1D wha' I haTe now to "y, I 
.haU be comparing the budget eetimates for next year with the budpt 
estimate. for 1929-80, becaU8e it i. in this way that I 0Ul moet olear1y 
prOWlnt the problem. 

19. In the first place, there Me the nonnal incrementa in rate. of pay 
1 for the existing staff of Government officials. 
ocremeDW. Now that t\ time-aeale basis has been adopted 

in pmctieally All Departments, this is an inevitablp. commitment, and, un-
fortunately, we have not yet lipproached Rnytbing like thP. peak ftgure. 
It is very difficult to frame an exact Itatement of the yearly increase 
due to.his caufiC: but I aD') utiafted, .ftereareful iAveatiption, that a 
fairly realOnable estimate of the total ~ e e  this heading, u com-
pared with the budget estimat@. in the current year. i. 25 lalebs. 
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20. Apart from this, there are a number of new deMands of' a special 
nature which are of sufficient interest for me 
to call thE' attention of the House to them,: Speoial Dew c:L!manda. 

<Cenaus Operations 
Lakha. 

11 
This requires no special explanation. It is expenditure which has 

regularly to be undertaken every ten years And is not 6 normal annual 
~ ge. 

Grant to· Aligarh ~e t  5 

This grant ia made in &OOOrdance with the undertaking which has 
already been given by Government in this Assembly. 

Recurrent Grant for AgrictdtUf'al Researoh I) 

This is the first year in which this grant figures in the budget 
estimates. This money is to be devoted to special schemes for agri-
-cultural research and is additional to the annual expenditure of about 
~  lakhs which is also included, to its full extent, in the budget this 
year to nreet the charges of administrative 8taft. 
Special Fund for financing metuure. for the .,ncourageme ... t of BugaJ' 

Cultifultion 10 

This is lID item to which I have special plensure in making reference, 
as it represent' & first step in a definite ool\structive policy by the 
.centn.l Government, taken up 88 a sequel to the recommendations of 
the Agrioultural Commission. It is to be hoped that this, combined 
with other measures included in rrty budget proposals, will bave a 
·definite and far-reaching effect on the agricultuTal production ·of India 
and the material Pl'08perity of cultivators in the augar-growing districts. 

Banking Enquiry 
~  require8 no special explanation a8 the circumstances are 

'fumiliar to Honourable Members. There was no COITe8ponding pro-
vision in the Budget for 1929-80, although I had to .ak for a u e~ 
mental)' grant for the current year. I will only take this ooc88ion for 
saying that I have great hopes that the Bonking Enquiry ma.y represent 
the first chapter in a long story of development of India's resources 
under the leadership of Indians. Much valuable work haa already been 
achieved and, in t,ime, the country will come to appreciate the work of, 
and . express gratitude to, those on the Provincial and . Central Com-
mittl'6S who have taken the lead in this work. I do not wish myself 
now to selllet R.Dy particular names for mention; but I should like to 
express general satisfaction nnd gm.titude for the whole-hearted c0-
operation wbioh I have received. My Honourable friend Mr. Kelkar, 
in the OOUJ'8e of his speeoh in the budget debate laat year. told me 
t,hat the spirit of co-operation was dead. I ventured, on that occRaion, 
to express my disbelief in this dictum, aDd I am glad to be able to 
8ay that my experience during the lut twelve months batl supported 
my view. As I have said on many ooclI.iiOns, I do not expect the.t Rny 
IItiiking anrt spectaoular measures can be produced immediately 88· a 
l'esult 01 'this Enquiry. But I do hope Rnd I most sincerely believe 

" 
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that 1& strong and te ~  movel1'1ent will be sturted as 1I rElsult of the 
interest evoked by ~ e Enquiry and the education of public opinion 
which t ~ reports w111 produce. As a result of this Enquiry, we shall 
ha,":e II simultaneous survey of conditions throughout Indin of 1\ kind 
which has never before. been ,achievod, nnd I am certain that this 
survey ",n throw into high light the field for work to improve condi. 
tions, wbile, fronl' the recommendations which will be lUade, we shall 
get valuable help 8S to the nature of the work to be undertaken. I 
have great hopes also thnt, from the Provincial Committ.ees and 
from the Centrlll Committee, there mllY spring up some form of per. 
manent orgRnisntion for keeping watch on the field for /lOtion, learning 
lessons from the developm't>nt which takes place and proposing new 
measures from time to time a, t·he need for these becomes e t~ 

I have been told soln'Ctimes that the prooedure adopted has been 
cumbersome and unbusmesslike; but I have been very gratified to find 
thllt,lIs the result of the F.nquiry and the interest tllken in it have 
become clear, those· who oriticised at the beginning have tended to· 
ch!lDge their view. Possibly, viewed 8S an aot in one of the late 
chapters in the history of an old and experienced bureaucracy, there 
m ~  be something of un amtlteur and unbusinesslike nsture in the 
procedure which we have ohosen. But I preftlr to regard it not in this 
light but I1S on act in the first chapter of a new volume in the history 
of Inditl's constitutional and social. evolution. Doubtless, mistakes 
have been made und doubtless. much.of the work may prove to be of 
an aurateur and iuexperienoed ~u e  but. if miatakes have been made. 
they will be mistakes from which further experience will be gained, 
and ne8l'Iy all of those who gain experience On the vArious clommittees 
in this Enquiry will remain in the country Rnd be capable. in their 
furtbcr public service, of giving to the country the value of that experi. 
ence. 

The next special item to which I come is the Royal Commission on 
Dabour for which the increase over the budget provision in the current 
year is ... If 

This agoin is a subject weD·known to U1le . Afl8embly , and again it is 
Ifn enquiry which, onemav hope, will ptOduoe rMults ·01 lasting value 
t-o thc country ond of grent benefit to. tho wage-earning 01aa88S. 

A further itenr of e t ~t  provision for the ned instAl. 
ment in the prograuime for de")oping·the ~mt  Force in India' of. 5 

This grAnt win ~  fOJ" ~. further instalment in the current pro-
grllmme, lind \\;11 nl'flAti. principally, the improvement of training 
facilities f,?r existing' units :md the raising of two Dt'W urban· Companies. 

The Ulrgcst· item of special new expenditure to which I now come 
is that onmCfI&ures to be taken for the development of' Civil Aviation. 
the total of which, including many non-recurri1l8 items, . atnounts t.o ... 24·5 
The policy which has been adopted in thi. mAtter is now welt·known and 
the Oovemm'ent's plans have heenfully disouased And considered in t.he 
t ~ Finance Committee. In fmmitlf{ their policy, the Government 

"ave endea .... oured to m(\et tbe wiiheA of tbe non·officlal representatives in 
tbis House, and lwottld only taketbit c ~  ~ rem!lrk t1;lat; the greater 

• • !!' . " • I ~ . ," ~  • 
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purt of the ~~ e tu e which we are now undertaking, particularly that 
for the provIsion of grouncl organisation and m'eteorological facilities, is 
really forced on us by our international obligations. 

Apul"t from the nbove items, I will select for special mention the foUow-
ing: ' 

, Lakhs. 
. Further intltulment of the program'tne of medical and public health 
Improvements in cimtrnJly administered areas ... ... .., 8.5 

Brondcasting 2.7 
Spt'ciul reptlirs to flood dmoages in the North-West Frontier Pro-

~  ~ 

,Andnmans reclamft.t.ion (increase in grAnt mnde in 192Q-80) 5 
Mechanical extraction of timber in the ~m  2' 
F ~ t OODscrVllU(',' in the North-West Frontier Province 1.5 , . ' . 
t~  .t~  anel equipment for the Imperial Depllrtment of 

Agrwulture .... .. .., , 1.5 
Agricultur .. 1 devplopment in Bnluchistnn .5 
Appuintment of IndinnTrade Commissioners overseas and streng-

thening of thl' superior stnff of the' High Commissioner for India. 
JA)ndon ,.. ,.. ... .5, 

The totul of the u ~ item8 is roundly 
1'0 thi" must be Added n sum for miscellaneous new items of 
Tlwse, together with th£' sum of 25 lakhs to which r referred at the 

beginning 1\8 representing the increase on account of increments of pay, 
bring the totlll of the new expenditure, for which we have to make 

95-
26, 

provision in the budget, to ... 1,46 
21. I have risked wearying the Houso in giving these details, because I 

hAve heen anxious this year to place before Honourable Members a full 
picture of the problem which we really have to meet, and I have thought 
that, by /lWllyaing and &electing the new items of expendit,ure, r should 
enable them to ,understand the case mOire eleork' than can eMily be done 
bv It scrutiny of the very complicated volUD1e in which Hie Demands for 
GrRnts ore set out . The items to which I have referred are those in regard' 
to which. 88 I have said e ~ , the Government's policy as regards economy 
is chiefly to be test,ed. 

22. I' must, tum no\\" to those hefl.dings of expenditure 'which fall into 
the other ,~, lind T would refer chiefh to 

Intereat pAytrent. the ~mm ! t  debt obligAtions. I shall 
fintdea1, withlordinary'interest payments. 

L.kh". 
lntl!,:cllt O'l Urdinary Debt shows an mcrE'aBe of ... 4-6' 
purtly as 1\ result of larger treAsury bill ttnnsRctions, find portly 
becnuse la.rgerprovision hM been mnr\{'I for the cost of c ~ I  
oper"tions. 
intn'fMt on Otlur Obligntion8, including pro,;ision for cash Qertificates 
on th(! hmlilJ which hilS hithc·rt.o been adopted. showsnn incNase of.:. 61 
of which 15 represent'S highet' rfltes of interest to be allowed on pro-
vident Funn, hA Illnces nnd 21 is accOllnted for by higher borrowing 
rllteR. 
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:.!H. Intel'\.'St receipt8 are put at the 8Rnm figure a8 in the budget 
Reo.iptA f.-om the Oold e8timate for the ourrent year, 8·46 orore., lind 

Studard ReIerVe. here I would explain that we propose. in future, 
to adopt a more oonservative BYstem &8 regards 

the Gold Stclndard Reserve interest. We propose, in fact, to treat 
£1,600,000 88 the 8tandard figure of revenue. If, iA any ~tu , 
the actual receipts exceed this 8um, one-half of the surplu8 will be added 
to revenue lind one-half will bo tramferrtd to an Equalisation Fund, 
which jo'llnd will be 8vllilable t() be drawn upon t() make the receipts up 
to t ~ Iltandnrd figure of tl,fiOO.OOO in nny Rubseqllent year in which they 
fall below that level. It i8, I am glad touy, poeaible to make a ,tart; 
by putting l\ balance in this Fund immediately. The actual receipts for 
1{l'J9-30 are odtWllttld at £'2,400.000, nnd out of this Bum it is proposed to 
make 1\ start by placing £100,(100 to the credit of the Equali8ation Fund. 
For the (.'oming year, we estimate tile receipts at &1,700,000, SO that, 
Acting on the rule which I have 8tated, Wfl propose to include jl,650,OOO 
in the budgE:t estima.tes of revenue and to transfer tht: balanoe of 
.£50,000 tc the Equalisation Fund. I am convinced that thie propoaal 
represents a great improvement in Qur 8)'stem and is in aceonl with 
principles of sound finance. 'The fluctuations which have occurred, in 
the past have bei'n of so wide a nature 8S to be emb&IT68sing to thE' 
u g~t  po!Iition and to crliate a. miAleading impression 88 to our genera.l 

revenues. I need only quote the example of the last two yean. For 
1928-29 the ultimate figure was '£1;248,000, while for 1929·80, M I have 
already stated, the revised estimates put the receipt8 at no ]et18 than 
£2,400,000. As I have a.lready explained, the figure whiol) we are now 
taking gives U8 the same total of interest receipts 88 in the Budget; for th. 
tmlTt'nt y<"ar, Bnd, therefore. allowing for the increaReS in intere8t pay-
ments, the net deterioration under t·he general hend of Interest is I,m 
lakhs. 

24. I now come to the lubje<>t of the rpecial provision to meet our 
Bo oMh eeirt.i& liability in regard to Poet Office Cub emi-

DU 1 on &ta. ficatel. HonOUrRble Memben; are I() familiar 
with thi. subject that I need not go into great detail. The amount which we 
caieulate 88 likely to be payable Dext ytl&r in respect of bonuses is 1 crtn'e. 
But this, Honourable Members are well aware, is something much IHs 
thnn the liability which will actually accrue during the year. The total 
j)alance remaining in the hand. of the Government from receipt. from 
C811h Certificates "'iIi amount, lit the close of the ourrent year, to S6! 
crores, 80 that the provision of 1 crore represents Isl18 than 8 per cent. 

-ml tbis. I have cuefullv calculated what the full amount of the linbilit·v, 
which wjIJ Rccrue during the next year, will be, and it oorne8 to'. 
filnlre of 1,88 1akbs. II, therefore, we Qre to make full provision for this 
'Rccruing liability, we ought to find another 88 lakh8 for the purpoae, and 
·it mUllt be remembered that this will only cover the liability 8OC1'uing 
-during thf: yelU' and will include no provision for meetiDJ; the liability 
which ha8 already accrued. I have come to the c ~ thAt this 
aooroed liability must be regarded now B8 part of the Government's debt 

-and that, having regard to the provision which we mnke annual1y for 
red11ction or al'oidsnce nf debt. the situRtion in regard to this i8 not un· 
:iKluneJ. But I feel no hesitation in RAying t,hat t·he time hilS come when 
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we ought to make full pro\'ision for the liability whioh, in future. will 
smnuuJJy Itccrue. 'therefore, 1 have to provide for this Dew charge of 
.sa lllkbs. 
2.';. I next come to the provision for reduct.ion or a.voidance or debt. 

. As Honourable Members will recollect, I stated 
Reductic:. 01' AvoidaDoe of in my budget speech last year, that I propoaed 

Debt. to bring ihis under review in accordance with 
the arrangements originaJly fixed and I m ~  to take representatives 
of thifl House into my confidence before making any change. I~ I ~
·,moc with this undertaking, I have communicated on two occasIons wlth 
the lenders of the non-official parties in the House. On the fil'9t occasioD, 
I Rsked whet,hcr they had any suggest.ions to make, and tc this request 
T received no response. On the second occasion, I infonncd them that, 
llfter my own oonsideration of the matter, I had. come to the conclusion 
that our arrangements in this respect were so closely connected with the 
I\rrallRements for the Uailwny Convention t.hat I thought that the two 
reviews ought to be underl.aken concurrently with one another. My 
1'6860n for this view i& shortly as follows. 

26. 41ooordi,ng to the present Convention, the Government receive, in 
Rddition to the refund of th{-actual interest 

Connection with Railway which the Government have themselves to pay 
<Jaawnt.fon. on lOaDS raised for Railway purposes, a contri-
bution, which, although it is made up of various elements, may be regard-
ed BR n percentllge on the capital. advanced to the Railways. Looked at 
in this way, it represents the distribution of even less than I} per cent. 
on the Govt'rnmeut debt, which fonns the basis of the present provision 
for reduction or avoidance of debt. In fact, I think it is. on broad lines, 
·OOlTt.'ct to regard the oue as balnncring the other, and wt: shall arrive 
at a truer picture of whnt the Government. draw from the Railways if 
we reaJiee that, in fact, the Government get no profit but apply praetically 
all that they receive, apart from a refund of their own interest payments, 
lor the amortisation of the.ir capital. When, therefore, the contribut:ion 
falls below a certain figure, the Government, if they mad.eJ up their accounts 
()n a profit and loss basis, would actually show a net loss on the year. 
'l'bis is not the occasion for me toeurnine the justice or otherwise of 
this arrangement. but I think that what I have eaid is enough, to show 
that the two arrangements Me closely inter-connected. I may say that, 
when 1 represented this close inter-connection to the leaders of the varioU8 
parties, the response, so far 08 I received any, appeared to me to indicate 
a general agreement with mv view that thfl two Conventions must be 
considered together. I feel, moreover, most strongly, on genera.! grounds, 
-that this is not the time when, keeping in view our credit in the world, 
we ought to attempt any subetantial diminution in OUr provision for 
reductic.n or QvoidnnC8 of debt. Anything that savours of a "raid" on a 
public Sinking Fund ia nonnally,-and, I think. quite rightly,-viewed 
-with disfavour. I hope, therefore, that I shall have general agreement 
from Honourable Members that it is better to leave this provision sub· 
JStantilllly U1ltoullbed Ilnd to bring it. under re\riew at the time of the generAl 
revision of finances including a. re-distributiOl1 of the sources of revenue 
~ between tbt' Central Government and the Provinces, which muat be 
:n sequel to the proposals Of the Coz.titutional mvision which will shortly 
·he before us. 
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l Silo tft>ol'ge &huater .1 
'J.7. 1 halve, e ~ . thought it justifiabk- to t ue~ b'o small 

clumges in our prt'sent sy!ltem. In tbe first 
. CbaJCt:a.iD Debt Redemp· place, we urc now l"eguJQl'lv in receipt of 
tiOn proVW6U. certain aMusl e ~ r)u t ~ u t of Repara. 
tiuns. TheKe ho\'e hitherto ~  added to tbl' provision forrcductioa or 
avoidance of dt'bt. But, on the view which I have taken above. thiR pro-
vision is ot present auequtlte by itlilelf, ond I de,) not think that there is any 
justification for increasing' it by the tuh'cntitious uddition of Reparation 
receipts. I tcel the more justified in /ldopting this vie\\' for the next yellr, 
beCtHlSt' [ propos ... · next year, for the first time.. to wake ndcqusle pro-
visiun for our IIccruing tt t~ ill rt'l8pcct of clIsh certificu.tcs. 'l'his means 
that II receipt of ~ lllkbs which would otht'rwise have been lidded to the 
pm\"jl>ion for t.~ uct u or Ilvoidaooe of debt will be tWfult,ble for other 
purposes tllld I think we may regurcl it. us earmarked against the pro\"iaion 
which I I_Ill making for tlll' l'08t Office cII8h ctlrtificAtes. 

28. The aecou<l change which I IIIll proposing is of a minor natul"e. 
I have found that. in regard to the sterling debt incurred since the Blet 
March HI23. the rupee equivnlent on which the percentage for reduction 
or n\'oidllnce of dehtil> based, is still reckoned on nn e~c . ge rate of 
h. 4d. 1 urn propoRing thAt th(1 conversion should be mnde at the present 
stat u ton' rate which is obvioush' the correct . ~. This mnkes u differ· 
ence ot' 12 lakhs. Ev<m allowing for t.hese two changes, the increase in 
the provision for reduction br avoidance of debt ill 27 lakhs.. the total 
amount standing at 6 crores as compared with 5'73 croras inoluded in the 
budget estimntes for 1m·SO. 

29. I can now recapitulate the position in order to show the problem 

Summary. 
with which I hnve to deal in balancing the 
Budget next year. Comparing our position 

l\'ith that providcd for in the budget estimates of 1.929-80, I haTe to provide 
for the following items of deteriora.tion: 

Lakh •. 
Deterioration in th. maIn Commercial JNpartnumtl!. Raihraya 
.nd POlitS .ad ~g  •  •  .  . " 

1':8MDtial new MrViCIII and dema1ldll 1;46 

N ... dcmioll kt jnt.rellt 1m ~ . g t debt. ] ,07 

Special pf:'()vi8ion for b')DUII onPOiIt Ofllce ca .. h certifleate8 8F! 

Incrt'a .. ln provillioD for reduction or avoidance of debt 27 

To tbae itf'lDll mud be add3d the budget d!ftcit of ]92{1·30 {to 

1biJI give8 WI a total of 5.67 

qain.t. wh'ch tha Nt impl"wemeo,& Oil the main ftVtlllue 
b,ads h only. .  .  • 

'I here jll thuH a tol.1 gap to bl! filled or , p,62 

The problem before wi is bow to fill this gnp. 

SO. In the first plRce, I tnust make elenr the principles on which I hnvll 
endeavoured to net this year in dealing with 
expenditure demands;' I have .etbefore myself 
two guiding rules. 1:'he firat i.that . no new 
adrninistrlltive expenditure ah&11be admitted 

ReatrictiODA 00 
expeadlture, 

new 

which is not either essential or productive; the second, that whatever new 
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f'xpendiiure is admitted on these grounds must be  balanced by correspond-
ing economics. There must, in foeti be no net increase in tbe nonnal {)ut-
goings of the Go:vernment. These rulea have bean follt)wed in·my proposals. 

l.akhlil 

81. ]n stating my problems, I hllVe shown that the essential 
Red tio eft toed additiQtls for new services and demllnds 

lie D8 tIC. amount to • 1,46 

Bnd, aooording to my rull! just stated, this mUl'lt be balanced by corres-
pODding economies. Actually, 88 a resUlt· of the elimination of certain 
previous DOD-recumng items and of other variations, t.here is an economy 
in tbe (livil estimates, of • 82 
nnel, on top of this, I urn providing for Il reduction of military expen-
diture of ~  

that is to 8ay, tbe net military grant, apart from expenditure on the 
'rerritorinl Force, will be reduced from 55 crores to 54·20. 

These two reductions together account for 1,42 lakhs against the new 
expenditure of 1,46 Bnd I have thus been 4\ble to comply, within a very 
nurrow margin, "ith the rule which I had set myself. 

82. This is, in  broad outline, 0. true presentation of the picture; though 
I have, for tbe sake of brevity, omitted 11 mass of minor confusing details. 
J migbt present the same picture in another way so 8S to provide Honour-
able Members wii,h a Cro88 check on. my statement. They will find, hom an 
(,x8mination of the budget estimates, the following net changes in the maiu 
headFi of nonnal outgoings: 

Civil Admilliatratioa 

Otbt'r DU'ect Dema.adll OD the Revenue 

MiaoeUaoeoU8 '. . . 
Civ;J Works (other thaD Road Fund) 

+60 

+3 
+10 

-3 
Or .. tot&! mCreaN of 70 

Apiast wbich may be pull the reduction in :Military apendi. 
ture or. .  .  •  .  . . so 

88. 1 must, Ilt this stage, say a few words on this last item which, I 
M l' dlt; . am sure, Honourable Members will view with 
I ltary apeD ure. considerable 8atisfaction. 'fhe actual arrange-

ment wbich I have been able to make with the Army authoritie8 on this 
l:lUbject l'equires special explana.tion. This House will recollect that, in the 
course of my budget speecb last yea.r, I explained that, in order to enable 
the Army to carry through their plan of re-equipment, a .programme had 
been nrranged, providing for Il stabilised military budget (exclusive of the 
expenditure on the Territoria.l Farae) at 11 net figure of 55 crores for t'he 
four years beginning 1928-29 Bnd ending 1981-82. According to this· pro-
gramme, we should have before us two more years at 55 crores, with the 
prospect of a reduotioo. at tbe end of that period wben the progTamme of 
re-cquiprpent is completed. In the budgetary proposals which r am now 
presenting, we are taking advantage immediately of part. of the ultimate 
reduction. This is made possible because the Army authorit.ies have 
been lib Ie to .agree to spread the programtne of re-equipment,which remains 
to be carned out, over 8 period of threE' years instead of two. Thismellns 
that instead of getting 65 croresin enoh of the next two yesTS, to be· ~ 

~  8 drop in the third year, they are to work on Q basis of· gett~g 
~ crores for eaoh of tho next tbreeyeal'l,' after whlah 8 further sub-

litantial drop is anticipated.· .. 
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84. The net result is that, although we are not departing from the 

original programme of re-equipmea.t, we are distributing the burden· in Il 
way whioh is fairer to the tax-payer of today and we are .actually realising 
now Il 8ubstantial part of the economy which was ultimately hoped for. 
I trust that Honourable Members will . be gratified by this definite sign 
that. Army expenditure is really to be reduCed. . . 

85. I ma)' now tum baok to my main e~. The two item. of 
8a1'inga to which I have referred amounted to 1,ti lakhs. This reduces tobtt 
gap of 5,52 lakhs, which I have to find fund, to fill, to 4,10 lakba. This 
can only be ~e by finding new sources of revenue and it is to my plaza 
for acbieving this purpose that I must now tum. 

Bvdget Propo.GU. 

86. The sum required is subltaDtial and the proviaion of fundi to mee~ 
it has been, as Honourable Members will readily reoopise, a matter l"r 
prolonged and anxious thought. I believe, however, that it can be found 
by measure, which not only will DOt impoee an oppreasive u e~ on any 
elaN, but will, in their indirect ...utI, act.ually stimulate the country '. 
economic development. The measure. which i shall propose include 
changee--reduotiooa 88 well as inoreatree-in the customs duties affecting 
rice, cotton pieoe-gooda, kerosene, sugar and silver, supplemented by .. 
&mall change in the income-tax. 

87. I will start with Q proposal for reduction of duty. I am propoaiog-
and I feel sure that the House will welcome th.a 

Reduction iD upon proposal-a reduction in the export duty OIl ct~ 
duty on rioe. by one-quarter, that i. to lay, from three Ulnae 

a maund 1.0 two ann.. three piea a maud. 
There has been, 88 the House know" a world-wide fall iD the prioe of rice 
and the present time is therefore opportune f!)1" giving ROme help to the 
cultivator in Bunna who haa been a sufterer from thiB fall in pricell. My 
proposal will remove the disparity, which at present exiats, between our 
export duty on rice and that impo&ed by Siam, one of Bunna's c ~  
competitors in Ute trade. Thi. propoeal will 00IIt UI 80 lakha; a larger 
sacrifice of revenue from this source could· not, in present oircumstances, 
be juatified. Although Burma which is mainly interested. is far from UI, I 
hope that thia pian will commend it_If to t.he HoUle and be regarded both 
aa an act of justice and a step in the right direction. It meanl, however, 
th.,t the gap which I have to fill ia moreaaed to 4,40 lakha. 

98. 1 must now explain my proposals for raising the DeCJeaeary new 
. .revenue, and I will make a It&rt; with the mon 

IDe,,"," in impon difficult question which we have had \0 QUn-
daiy OD coLton pece. aider--the cotton dutiet. Here two moti .... 
goodAI. come into pJay-fitl.t, the prorisioa of revenue; 
eecond. a •• tance to the Indian cotton mill indultry. Our line of action 
must take into account both theee motives, and though I, aa Finance-
Member, am not directly coooerned with the second. whioh properly folla 
witbinthe province of my Hooourable Colleague, the Commerce Member, 
i.,has been decided by the Government of India th&t I ahould tate thi.· 
opportunity to 8DDOUIlCe the whole of the Govel'lllDellt'. propotala. 
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89. Aotion taken for the provision of revenue is Q straight.forward 
matter, but the consideration of protective mea· 

P !~ t~uI e  involved in sures raises much more serious difficulties_ 
J'O .... O lye mr .. urN. Itt te b . ... I h th d-t1i' .e me sa, 8S neuy as can, ow ese 1 • 

oulties have appeared to us. 
40. There is, of oourse, ~ the outset, the obvious problem of recoDLIiling 

the interests of producer and consumer. Measures of protection must be 80 
designed as to be effective for their purpose with the minimum interference 
as regards prices to the consumer_ 

41. But, apart from this, there are certain special difficulties in the 
present case. In the 'first place, the whole question of pmtection of the 
cotton industry was investigated by the Tariff Board a comparatively short 
time ago, but the case which has now been. presented on behalf of thel 
mm.own. era claims a. meaeure of Proteoti.OD. greatly 'in excess of anything 
recommended by the Tariff Board. In these Cll'Cumstanoes, ~ u t~  
e~ ~ might e . ~ ~ ~~. !~.!!! e. But, as againaf; -s. 
w "101d" (1m! it IS -e;"-facfWIiicb we cannot dispute) that the case is 
urgent. and that. if action is to be effective, it; ought not to be dela.yed. 

42_ In the second place, the conditiona affecting the industry are not 
Identical throughout India. Bombay is at once the most important e~t e 
of the cotton mill industry. and the centre more seriously menaced. 
by foreign competition. At other centres, the average profits of 
~e mills 81'e nowhere high in relation to the capital invested in them, but 
throughout the world the industry is pusing through a period of depression. 
and low profits are not a valid ground for special &88istance. 

48. In the third place. 8S W8S pointed out by the Tariff Board, the 
increasing oompetition from the up-country mills is one of the most im-
portant factors contributing to the depression in Bombay. Therefore, 
whRt-ever l1wuurt- of assistance is accorded to t.he industry 8S 0. whole. it 
is likely to be ineftective in ensuring permanent recovery to Bombay. 
unless the industry there seizes the opportunity afforded by that assistance 
to reorganise itself and increase its efficienoy. 

44. Moreover. the1'e is another aspect of this question in whioh the 
pub!i<, Rud the Government are greatly interested. Bombay has been the 
SCentl, during the last two years, of a proloaged and exhausting struggle 
between capital and labour. Without pronouncing judgment on either Bide 
or ant.icipating the views which may be expressed by the Royal Commission 
on Labour which ill now sitting. it is fair to Bay that there can be DO per-
manent resto!'8tion of p1"08perity to the Bombay industry unless the rela-
tions between labour and capital can be improved and all the conditions 
aftecting labour brought up to a higher standard. These two considera-
tionshave, in the present case, a special significance, for, Government are 
being asked toO take emergency measures. not to protect an industry in 
the el\l'ly stages of itll development until it can find its feet, but rather 
to lave an industry (Of, more accurately. one important section of it) 
which il suttering from a special deterioration or atrophy . 

• ~. Although the report of the Fiscal Commi88ion admits that protec-
tive mea8U1'e8 afe justifiable in auah circumstances, the Government feel 
that emergencv action. not immediately preceded by a Tariff Board 
enquiry. oughi to be taken only if it can be shown that inaction might 
inftict grave injU1'V on the national welfare. They teel also that. if suob 
emefRenoy action'i, taken, a special e ~ t . far more serious t!tan 
any that exista when the proteetion of an Infant mdutry fa In question. 
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rtlHts upon them. lUI t u ~  fOl' the public. to take lIll possible steps to 
ensure that the assistanoe given will be utilised to the full. In 8uch cases, 
it might sometimes be possible to make the udoption of protective 
measures conditional QIl etlecti'Vle. reorgtU1isat40n by the industrv t ~ . 
Btithere the urgency of t,he situation creates" :specilll difficulty. if. actioll 
is to be ettective. it must be immediate, 8I1d if the Government were to 
insist on certain steps being tnken IlS Ii condiiion :preoedent to any mea.sures 
of 88sistancc to the industry, these meaaurea might come too late. Never-
tlaeleu, this aspect ot the matter cannot be ignozoed and 1 ahall refer to it 
apin. ' 

46 .. I think tha.t. in these remarks. I have Metched •. in broadoutIine. 
the main framework of the problem which oonoorns ua. 

47. The oonciuaionB which we reached fall under two hends; first. t,hat. 
Co I !Ii ohed ill viM.' of the revenue position, a general in-

ao a; ,JU'" . creue inthtl revenue duty from 11 per cent. 
to 15 per cent. was just.i6ed, tl8condly, that while thie increase in e ~ ue 
duty muat b.v.e an important. protective effect, it might be justifiable to 
supplement it by some specie,l protective measures, provided that,' havb2g 
regard to the special circums_cea to which I have called attention, such 

easuree wer.e limited in duration. and alt!o limited to Pi1l'p068S neee88&!'1 
meet the immediate needs of Bombay. In fact., it would not be juatl-

'able at this juncture, a8 regards protective meaauree, to attempt mOftl 
thaD to erect, a temporary ahdt81' under which the Bombay indu8t1'y can 
eorganise itself, Bnd after art>al'oDable period, for this purpoae. it!. ,,:ill be 
,~~_ !I _. 2... . .e~ ,.!t .,~ .  9Pqui[f .t.Q.. ... QQ&lIi4et.JDtlP poJioy, and, 

'n particular-;-'Iiow the Bombay industrybu reacted to tbe aIJAistBDt'A 
hren. 

48. I refer again later to the preoise significance of tbis purpose, but, 
lit thia stage in my account, 1 mU8t tum to one aapect of the matter OIl 
which I have not yet touched. It is. of course, too well known to need 
remark that. in aU public comments on policy Q& regards .~tt  duties, 
the possible react,ions on British interests are alway. prominently meD-
tioned, and 'that we as 8 Government are often suapected of undue solici-
tude on this account, HAving regard to tho long and troubled history 
of the cotton duties in India, ond to the public interest in the matter, 
it has ~  our desire to put hefore this Bouse as full and frank a state-
ment 88 possible. Let me make it clear at the outset. that the tisoai 
tlutonomy convention iR a reality. and that decisions on matttll'& of t.his 
kind are left to the Government of India, and it is on this bMis that our 
deliberations have proceeded throughout. But. in the finnl IOtnges, t.here 
hili! been addressed to UR Il communica.tion. not by the Secretary of State, 
hilt. by His Majest)' 'II Government, to reconsider the posItion. 

49. In this message, His Majesty's Government Mked liS to. tnkc into 
nccount both the reaction. of O\1r ~  

YeMAg.., by Bie Majeety'8 India and their serious eftects in England, effeots 
Goyernmeot. which they felt flUTe that neither we aor the 
I£gislature would deHira to create. . To this we replied t,hat, t,hough Wfl 
weredeei>ly imprealed by. R. mes8llge of· this t~ e, we nevertheleM ~ t 
bound to adhere to ourmlnn proposal". We. pOIntedoutt,he ~ 
(lonsider8tions: fu:st,thnt we ~e e  revenue ; secondly. t~ t m1riOlP_ 1. 
0'qI' (!1l1ef 8QW'C£l .... ~ revenue; thirdly, the duty on e ~ I ~ e ~  
i'ltOOd helow the level of the general revenue tRl'lil; fourthly, T ndlOn 
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industry was suffering from a. deep depression and the Bombay mills were 
approo.ehiog 8 desperate position which might affect the whole future of this 
inlportant centre of Indian commerce and finance. We recognised and 
deplored the possibility of serious effects in England, but we stated we 
felt clearly bound to put Indian's interests first. At the Barne time we 
r.eulised how important it WQS to India, from the political point of ~ e , 
to take account of British opinion, and that, quite apart from this, we were 
of course concerned at this time to avoid unnecessary injury to British 
interests. We stated that, after careful consideration, we haa &cided 
tha.t wt.\ c u~  not modify the general application of the 15 per cent. 
revenue duty. but thllt we should be prepared t<> propose to the Assembly 
that, as regards any additional ond temporary protective measures, their 
application might be limited to non-British goods, and that, in these cir-
ownstnnces, there should be imposed, in addition ,to the 15 per cent. 
Temporary prottttive revenue duty, a  5 per cent. prote.ct.ive dui.Y 

mfi'&surf>8. with n minimum of 8{ annas per lb. on plain 
grey goods, against nil ('.otton piece-goods from outside the United Kingdom, , 
this protcctiv.e dut,y to be in foree for three yeon only, lAg ~  ~g 

to be .~ that we .. .!~.2!I!~ !! e its e ~ct  e e ! . !t~._.!t . ......  
before,the el!d of tDIS Rep , • 

80. We explained that, in p!acing this proposal before the Assembly 
81-16 t eed t. we ahould point out that, 80 far 8B we are 
.... oen pre .I'D. aware, this is the first occasion on which the 

~ e e  opinion of the Cabinet has been conveyed in this fonn to the 
Government of India and thnt we were impressed by the significance of 
tllP precedents so established. 

IH. We informed His Mlljesty's Government that it would not be right 
, for us to ask the Assembly to commit them· 

Declaion to I'Nt "ith As· selves t() ImperinJPreferen<:e as I principle. but 
Rembly. merel.Y t.o adopt a particul8l' course which, in 
our judgment, wss consistent wit.h India's interests at a critical juncture 
when much might depend on India's response to the British . .Government's 
nppeaJ. We nlM stated thnt we u ~  have t<> ma'ke it plain to the 
Assembly that, while there welle grounds for treating plain grey goods 
specially, ~ e coulc;l not. in any circumlltances, agree, for the, emergency 
purpose ""hich \\'0 had in view, to an addit.ional protective duty of ~ per 
.cent. on 1\11 classes of piece-goods irrespective of country of ori¢n, sinco 
the .imllK'dillte benefit to tho Indian producer would be wholly incommen-
surate '\\'ith th(' ~  impolled on thE( Indian consumer. FinRl1y. we 
mltdt! it c ~  tbnt, in a matter of this kind, aUer frankly t t g ~  con· 
c\usiooll. we should desir.p. to rut Ollr ~I e u  eonsidered views before the 
Legislat.ive Assembly with whom the final decision must rest, 

\ 

52. That is bow the matter stands, and it is on this baRis thAt our I 
propoea!;;!re POW put Wgt8rd. I ~e ~~ t It ngiti, frnnldy to put tilt! 
Paltion fore Honourable' Members lD thiS way, Indeed, whatever our 
proposals had been, we could haveoonsented to no otherconr8e, for we 
e~  that it is essentitlJ, at, this transitional st,BI{e of the ('Onstitution, 
thai there should be full confidence, wherever p:>88ible, between the Govern-
lnent and the e~ tu . There Rre certain points wit,h reference to 
what h"apa8l!ed betwMn (')ut'llleives and the British Government, Bnd to 
the attitude 'Which we a<lnpted, on whicb I desire t() ~ e a furtherexp]a· 
lIlutl()ll.' . 

B 
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M. We felt, in fliOt, that this ulethod oj approaeh fJ'OIIl the Briti.h. 

f }o'ia"al ~ GOllv_a- Go,'erwnent had a special eigniticanoe. b 
I &ion. allarda striking evidence tb"a; .. ~.  auto-
~~ e ~  .baa .he.co.me..&II..iat'ilgralpatt.-of.J.ha..8QUt j+'1uQD:"'iD.d thdt. 
even W;nBritisb interests are Ulost profoundly afteoted by tar.ft change. 
in llldia. the ~ e t  of tho British Government is restricted tore-
preilentation and appeal. COlllplete freedom was accorded to the Govern-
ment of India. to take the final decision in whut.ever manner t.hey though*' 
right for India. It. appeared to us that, subject to our paramount duty 
of oolUlidering Indian interests fint, no Government of India could ignore 
such Iln appeaJ, for. to (lny statesmllnlike .~ , it must be clear that India 
must be vitally interested in maintaining a spirit of ('C)-operation wit·h Great 
Britain. We felt, moreover, on e ~  ground. thllt no memb;·r of any 
Government of India. be he British or Indian, would desire to introduc& 
measures likely to inflict seriou8 injury on British interests unless such 
measurc..>s were ncceR8ary for India's own de\elopmcnt. 

54. It is, of course, obvious that these proposals will evoke very con-
siderable comment and will be subjected to the clO8Cst and most critical 
scrutiny. This we shall welcome, but 1 would, at the same time, appelll 
to aU Honourable Members to exercise this serutiny in n calm and judicial 
spirit before they pronounce any final judgment. It is for them to con-
sider whether they can acoept what I have indicated u.s the guiding prin-
ciples underlying our proposals, llnd whether these proposals do. in f&ct. 
meet India's immediate needs, while being, tit the same time, calculated 
to further her interests in the widest sense. It will not suffice to keep in 
view only those factors which, in onlmary times, might be held decisive. 
for the times are not ordinary. Within a few months, the l'epn'sentaftve8 
of India wi1l meet the representatives of Great Britain to discuss, in the-

WIcWr cxmeicInoatJ fulleRt and frankest way, the future of this gNat 
ou. country, and mueh must depend on the spirit 

in which they meet. I would aak Bonournble Member, to give full thoupt 
to the grave ill)portance of theae wider considerations. It is obvious that 
any gesture of friendship which India can spontaneously and without com-
u ~  make t.f.l the British Government in their own. present grave indus-

trial troubles, ia bound to strike a re!lponsive note. For our PArt, our 
conviction is that, if our proposals are examined without prejudice, they 
will be found to be better adapted to India '8 needs than any other scheme 
we could put forward, nnd 1 must explain shortly our reasoDB for thinking 
80. 

M. In the first place, what we are aiming at in our preAent mealures, 
is not to settle the policy as ~g . protection of the cotton industry for 
t.he riifltant future. We are concerned only with providing Q. tempora.ry 
sbelter under which the indUfltry, ellpecially in Bombay, may firmly ptab-
lish iu p06ition in respect of' the buainesil for which it i. already equipped. 
Our meMutw are enerlleDcy measures deligned to take m~e te effect, 
to cive immedinte relief, snd an immediate .timuJuR, 80 that the Bombay 

~t,  mn.v rMrganise it8elf Rnd start allBin with restored healtb and It 
Jlew leMe of life on its normal ('()Une of development .. 

1)6. There if! therefore no relevancy for our present PW'P9se in conten-
tionR that. takin'!' ,. long view. t.he ~ m u t  requires to QrlJanis8 
itself for the manufacture of the finer good!, and that our prescot proposals 



will not help in this direction. Whether such a. view is right or DoS, ~ 
1'l0uJd not bo transla.ted into the immediate effect which is so necessary. 
It must, in fact. take many yean before the local industry could organise 
itself to un<lertakethe manufacture of the finer qualities of goods. Inci-
tlentally, I may point out that the raising of the import duty from 11 per 
cent. to 15 per eent. win give very considerable help in this direction; but 
that is outside the purpose of the emergency measures. 

57. Looked at from t~  point of view, it has appeared to us that our 
propOBlIls do exactly meet the needs of the case. The imposition, in addi-
tion to the increase in the llonnal duty. of a flpecial additional protective 
duty agllinst non-British goods, of a 5 per cent. all-round surcharge, com-
bined with the minimum of ai annas per lb. on plain grey goods. must 
operate effectively in just that portion of the field where c m e~ t  is 
most severely folt. A study of the stat.istics makes it abundantly c~e  
thlat it is not competitir)u from British goods which is now being severely 
felt. nor hOIl Bombay ]Otlt. any husint'ss rt!cently ns u rcsllit of such com-
petition. 

1'i8. In t.he seoond pisce, 1 must. on behalf of the Government of India, 
make it clear that we could not feel justined in imposing for revenue pur-
poses 1\ higher duty than 15 per cent. and that, so far 8S the protective 
measures are concerned, it is only if their scope is limited, in the way 
that we propose, that we could agNe to carry them 80 far. As I pointed 

ouG at the outset. we cannot disrE'gard the 
interests of the consumer Bnd it is contrlEl'Y to 

all Bound principles to impose a te~ e duty, putting a heavy burden 
on the consume!', if the benefit to the producer must be small or negligible. 
For the period c()vered by the purpose of our emergency measures, the pro-
duction in India of those olasses of goodtt which foml toe great bulk of 
the imports from the United Kingd,om, must be very small, and, therefore, 
an Rdditional I) per cent. duty on 'these goods would put a"burden on the 
consumer without a corresponding benefit to the industry which we have 
in view. On the other hand, on those classes of goods to wbich the pro-
tective duties will apply, internal competition win increasingly tend to 
restrict anv effect on t,he interests of the consumer. On these grounds, 
WA hold that our proposals oombine the maximum benefit to the industry 
with the minimum burden on the consumer. 

59. I need not elaborate the further arguments which have been dea" 
with in our telegram, but I must, before leaving 

Re-e"amination by Tarift this part of the subject, emphasise again one 
Boam. vital point which We have made. We 
do not, and in fact. we could not, ask this Assembly to com-
"mit themselves, at this stage, to accepting the princiole of Im-
perinI PrefE"xence. We a.sk them to regard this proposal merely as 
a, special measure desifP1ed tQ meet the mme ~e eme ge ~ . It ,is, 
noUn i . . . eel stlVt: dutms , 

a e' . of· t. e ~ . t at. con-
~  -.,--,-- at "the 

v,eD.Wnt ~ ,~ e t a ,ernu!l:! .•. ~ ....... ~  .... " ~~ c 06ia wholA nOSI Ion 0 en .. us rv... II ,JreJL. e._. ~. ~ t ~~m .... :'&' ....,." •. . .r.;. 1\"'9 ... ..-. ..... r'!'f "" e:st« '* ~ •• I~ . ..e,.  '. ,- ' ... -eDgu;ty. . 
00. J.J08t it mAy he argued that such an emtuiry should ~e ~ce e  

out' proposals, I mutt explain t,hat we jlt\ve our careful eonslderatJon to 
this point and decided that. quite apart from the urgeney of the need for . .2 
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action, a further investigation by theTaritI Board at the preaea.t juncture 
was not advisable. It is the special duty of the Board to investigate 
facts and arrive at findings thereon. But owing to the labour ~ ute  
of 1928 and 1929, it is more than doubtful whether my material for investi-
gation, beyond that available to the Tariff Board of 1926, exists. Again, 
conditions in the Bombay mill industry have, since 1926, been examined. 
by the Tariff Board, the Fuwcett Committee, and the Pcol'tlOn Court of 
Enquiry, while trade conditions have recently been investigated by Mr. 
Hardy. In these circumstances, we felt that the proper time for a further 
fmquiry by the ']'ariff Board will come when some progress in reorg6l1isation 
and rationalisation bas been made by the industry in Bombay. and the 
pro!lpects of ultimate success or failure of the industry can he IUlseRsed. , 

61. There i,. one more point left for me to deal with in conclusion. 1 
have already referred to the Ilpecial duty which 

Use 01 a81il!tanoe by mill· the Government feel to be iruposed upon them 
OWIMmJ. in this case to satiBfy themselves that effective 
use will be made of the aSlistauce given, and that attention shOUld be 
directed particularly to the improvement of labour c ~ . We recog-
nise that the ultimate failure or success of the mill industry in Bombay 
must depend entirely upon the extent to which the ttlillowners utilise the 
pre8ent opportunity in order to improve their efficiency and la.bour oondi-
tiona, and that, if full use is not made of this opportunity, the position 
of the industry may be no better ot the expiry of theperied of three yeara 
than it is ~ . We r.ave already addressed the Bombay MiUownc1'8' 
Association on this subject and have impressed upon them the urgent 
nct'essity of working out schemes which may re-establish the industry on 
~ finn basis. AlthQugh it has not ht'en possible for us to Jay down the 
Jine!ll on whiclt. the reorganisation should proceed. or to prescribe the 
particular measures whieh ahould be taken. we propose, now that our 
policy has been declared, to enter immediately into consultation with the 
Government of Bombay on this subject, which is their primary concern. 
It appears to us right that some method should be clevised wheorcby the 
force of public opinion may be brought to bear effectively upon the 
situation. At the same time, it is our desire to give the AI80ciBtion all 
the assistance in our· power in order to etulure thnt the examination of 
the vnrious problems mAy be thorough and adequate, and that it may be 
camc>d out with t,he aid of the best expert advice aVAilable whether in-
India or in other countries. Apart from techniCAl assistance. it Fleems 
clenr tJlst ROme d'l'l1stic finMci"l rW)l':{anisfltion Anrl ROme rfltionolisntion 
of the methods of manufncture is necessary if tho Bombav indu8tr\' illl 
to he put on a pennan.ent foundation of prosperity. On ihis subject, r' 
cannot at present My more thRn thill--thnt we arc prepared to examine 
what is required in this direction And to -consider whethflf any form of 
Government intervention is possible or appropriate. This Rspeot of thp. 
problem i& one of great difficulty $Dd J do not propose to l$ngthen my 
.pecch by enlarging further upon it at this t g~. 

fl2. I would add, in conclusion, thAt, although I hnve spoken chicfly 
of Bombay. we have Rlso the other industry 

Hand·loom indu.t?y. of India in view and we particularly hOll( t ~ 
t ~me u e  which we propo8e wiJl be of real benefit· to the hand·100Jl.l 
induury throughout the country-side. 
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63. We estimate that the ~t ~c e e in revenue from. our proposals, 
lDDnue iD allowmg m full for the protective effect, will 

NftIaU'. be 1,25 lo.khs. The proposal to increase the 
revenue duty will be included in the Finance Bill, while a specill.l Bill 
will ~e. introduced by my Honourable Colleague, the Commerce Member, 
contalOlDg the protective proposals. 

64. My next proposal is to increase· the excise duty on kerosene from 
Increaae ill exoiae and N- 1 anna to 1 anna 6 pies per gallon, coupled 

duotion in import duty on with u reduction in tlle inlport duty from 2i 
e I ! ~. . annas to 2 annBS 8 pies. This combined pro-
P?S8l IS expected to give us an extra 85 IElkhs. At present, there is a 
difference of Ii nnnKS per gallon between the excise duty and the import 
dUliy on e ~ e Bnd the effect of the proposal now made will be to 
reduce th.at dl!ference by one-half. In framing Our proposaJs regarding 
e. ~ 10 thiS form, we have kept 1.\\'0 objects in mind: first and 

pnnClpBJly., we bavs desired, simultaneously with getting more revenue, 
to !nake a change which should, at t.he least, ensure that the price of 
ordmary kerosene to the c ~um~  is not increased, while secondly, we 
havo felt that prudence and Justice demanded that we should not make 
~ I I sudden 8..I!-d drastic a c~ ge in the oooditions of the indigenous 
lDdustl'Y, haVIng regard partlcula.rly to the position of the smaller· com-
panics. Moreover, too drastic I!. change might hamper further develop-· 
ment. In reducing the margin bj, one-half we have thought that we have 
gone 118 far 0.1 it, would be wise to go, at least as a first step. It mean' 
that the marginal duty in favour of the indigenous indusfl'y will be ~uce . 
from about 18t per cent. to 91 per cent . 

. 65. 'rhe nest proposal which I have k> mention is an aU.round increase, . 
IDe ..... ill Import duty in the impart dut.yon sugar, of Rs. Ii per owt. 

on eupr. I am not pmpoaing any chaJ)ge in the existing 
ol88sifioation, so that the eReot 01 the proposal will be that sugar of 28 
D\1tch St'Bndard ond above, which at present pays duty at the rate of 
B.s. 4\ per cwt., will pay duty at Re. 6 per cwt.: Bugar below 28 Dutl'.h 
Btandard but not inferior to 8 Dutch Standard will pay at RB. 5t per • 
cwt .• instead of at Re. 4, Rnd sugar below 8. Dutch Standard and sugar 
cRndy, which at present pRy at 25 per cent. ad ~m, will be subject 
toO R compOAite duty of 21) per cent. tld ttalmem 1'lull Rs. Ii per cent. ~ 
duty on these lower gratie sugars haa, it is true, little significance for the 
t~ e ue. 8inoo imports AN1 at present very small, but it. ie desirable t.o keep 

b due oolTcFlpondence bt>tween the different grades in order to prevent the 
Ruhstitution of lo.wer for higher grade SllJ!1\n. Mol8spes, which is dut.inhle 11!, 
25 pes cent. acl tl(110Trm, will remain Ruby!ct to duty' at that rnte and \\;11 he 
tronted c te~  from E>ugnr. since its use is mainly as l\ ra.w matcrinl for 
iudustrics a.nd in fact, :\ Tllriff Board (mquiry as regRrds its treatment t\S " 
row mllteria) 'used in th.) mRnufacture of e~ t e  spirit, is airelldy ill 
progress. 

66. 'fhe increased duty on Bugar ~u ~ yield 1,80 ]ukha; . but,. in 
estimating itH effect upon the consumer It IS necessary to bear In mlDd 
thnt the world price of sugar is exceptionally low. The average landed 
cost of 8ugar in India from April to December last was no more than Rs. 8'6 
pel' cwt., whel"8na the Average for the previous sill: years ~ heen. 
Re. 12'26 per owt., a ditJerence of about RI. S\ 88 ?Ompared ,!Ith the 
proposed inCreMe of •. rio. Thus, even the comparatively. large mcrease 
now proposed &bould not, t ~ e t be seriously felt by the eonsumel'. 
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U]t.imately it tnay,-andproblluly rnust,-hnve some prot;eetivl) aignift-
OQIloe; but, for the preaent, it must be regn,rdedprimarily I1S 0. revenue-pro-
ducing meRSure. 1 would, however, remind Honourable M.emberfl thA.t 
nn ~I .c e e .in the ~ uct ~ ~  is ~e of tbe most valuable oppor-
tumties avmlable for Im'PrOVJDg IndIa's RgrlCultural production, and that, 
with this possibility in view, we are propofling n special grant thts year 
of 10 ll\khs (to be c.ontinued, if necessary, in subsequent years) for the 
encouragement of flUgat reseaTch and sugar production. TheBe two pro-
posuls must be considered together, and their possible reactions fully 
appreciated. It may interest the House to know that duties on sugar, 
at about the level "'hich we now proposc, are in force in In<>st European 
countries. \Vha.t we are now proposing amounts t.o a duty of 9 •. per owt. 
'the preeent import. duty on sugAr elll(lwhere is as follows: 

•• d • 
Engluld 11 8 
U. 8, A. . 10 a 
Oenaaay ~ 1 
I ~ • • Autria I! 0 
A ..... •• 9 4 

67. I nesi .propose to obtain an additional 70 lakha by a small c~ 
lneNMe iD iDocae-w.s Ul th'l raw, of income-tax aDd euper·tu. I 

IIDd euper-tax. hope that the Houle will apee that, neD we 
are BeekiDgnew sources of revenue. it should DOt all. be raised by iadireot 
taxation, but that lQIDe di,ect taxation i8 justiAed. 80 tbatthe burden 
may be equitably spread. At the 8&Dle time, I recognise that t.hi. is 
not a suitable period for imposing any heavy ..dditJOllal burdens which 
would be felt in industn' or oommercial enterprise. Our proposal, there-
rorc, is that, on personai incomes of 11.8. 15,000 aDd upward, the Dloomtl-
tax rates .hall be raised by 1 pie in the ntpee, and a oorreaponding incre .... e 
shall be made in the lUper-tax in nll grades, other than the Bat rate of 
super.tax on companies. The additional yield from inoome-tax 18 esti· 
mated at 56 lakbs and that from luper-tax at 14 lakhs. lthae been 
brought to my notice t,hat, owing to berta.in futura. of our inoome-tax 
system-particularly the deduction of tax at SOUl'Ce, an a1teration in the 
rates might, in certe.in easel, be taken into tlCoount twice in the first yeor 
"'hen a change in rates is made. 1 shall sce that the neotlSBal'Y steps 
are taken to avoid t11is result. ... 

68. In referring to income-tax, I wish to mention some other ~ ge  
which I hope shot1ily to bring under consideration. If the normal economic 
progr('ss of India is maintBined during the next twelve months, it ought; 
to be possible for us to enter on next year in a stronger financial position. 
I hope then to be able to make a stnrt in introducing the principle of 
allowing business losl.letl incurred in Bny one year to be carried forwnrd to 
tbe next yeaI'. I also . hope to be able to removc the present double 
suppr.tnx on compa.nies, 80 far as that affects genuine brwJtand Onanoe 

I companies. Both these changes ouglit to be beneftcialto tbe progress 
of bU8iness enterprise, and it will be my settled .. purpose so to regulate 
taxation 8S to remove, when opportunity te~, .y impoete which may 

'be said tobave a hlJmpering effecl on tuell enterpriee . . ' 
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69. The t.otal yield of the taxes whioh I have now mentioned a.mounts 
to 4,10 lakh8, IiO that I am still Jeft with· 80 lakhs to find. I consider, 

e ~ , in the special circumstances now prevailing, that it is on every 
ground defljrllble to have some margin of safety, taking into account the 
uucertain prospects which we have· before us, and taking into account 
also the paramount importance, to which I have already referred, of im-
prmring our credit by displaying a strong financial position to the world. 

70. It is with this and other objects in mind that I propose to re-in-
I rt d "1 troduce the import duty of 4 annas per ounoe 
mpo uv)' (·n II ver. '1 I  h  h on 81 ver. ave, owever, purpoJjely kept this 

proposul till the eud, for, in putting it before the House, I want to make 
quite olcor cert/un conditions ",itich will, I think, generally commend them-
;selves to the public. 

7l. An import duty on silver is a. familiar feature in the history of 
Indian fiscal policy. Prior to 1910, silver bullion and coin at-her than coin 
()f the Government of India, were included in the general tariff schedule 
()£ articles Hable to 611 import duty of 5 per cent. ad valorem, and in thllt 
'ytllll' , the rate was ra.ised. to 4 IUlIUlS pet' ounce. During the war, the 
import of silver was prohibited, and after the war, in u ~ce of the 
recommenda.tion of the Babington-Smith Committee, the duty was 
removed at the eame time 8B the prohibition of import. The Committee 
.advocated the Temonl of duty mainly on 8ccount of the _strong feeling in 
Indit\ that it was an obstacle to the establishment of a world m8l'ket for 
lIilvcr in Bombay and placed the Indian consumer of silver at a disadvant-
.age in comparison with the consumer in other countries. I have given 
full weight to these objections, but circumfltt\DQes are different today. It 
is proposed to meet the fonner objection by allowing a full rebate of the 
duty on re-export of any silver which has been imported aDd. has paid 
duty. As to the latter objection, we feel now that there is a strong 
~ u te c g advantage in taking a step which will have the immediate 
effect of improving t.he internal price of a commodity in which the savings 
of the masses are to a considerable extent invested. The recent fall in 
the price of silver has, in fact, put an entirely new aspect on the matter. 

72. Apart from this, there is anot,her important new factor in the 
situution, in that the Government, owing toO their possession of surplus 
I'Ito('ltl': of IIi1V(>f Blld the erection of the new refinery at Bombay, 
bll\:l' got int{) t.he po!!it.ion of being themll('lves important "producers" of 
Rih'l'r. Ollr proposal, t.herefore, has the new incidental advo.ntage of pro-

~ GO\'enullcnt with n protected market for their own produce. 
Having Raid lIS much Il8 this, however, I must say maroC in order to avoid 
the ('rent,jon of any rnit:mndprstanding. I feel that it is important that the 
mURRes of India, who invest, so . large an amount of money in silver should 
renlise thnt silver is onl". nn ordinary commodity, liable to fluctuations 
in price, just. M othm- ~ m t. e  nre. It htis no sacred properties 
. which make it immune from these viClssitudes, and although t.he Govern-

t~ t, in taking these mt'lISUres. hav.e in mind, IlS one of the mllin advan-
tages, lID improvement in the internal value of silver, we should, in the 
~mg run, be doing a very poor service to the population of India ~ we 
-allowed it to be supposed that the Government have the power definitely 
to maintain prices ~ a particular level. It Is far better that the people 
'Should gen..erally appreciate the realities of the situation in this respect. 
At the Barne time. the Government do recognise the importanoe of the 
interests involved owing to the position of silver in India, !lS, in some 



1188 . LIIGlSLA'l'IV8 ...... BLY. [sa&ra F ... ~ • 
[Sir George Sehuster.] 

respecta, a store of value and while they mUlt, .. holden of a _mph • 
.... of ...... oommodity whiCh thoydeaire to sell, rese"e 

• freedom of action, I am prepared to UIU_ 
this Assembly that, in exercising that discretion, the Goverrunent will not. 
go to the market unless they art) advised that as in the put, the marke. 
will not be appreciably afJected by their operations. 

78. If there is any danger of the .world's production of silver exceeding 
the consuming capacity of all markets, thm, of course, there must be a 
tendency to falling prices. Only thc combined action of producers and 
holdel'S can prevent this. ~ Government of India, holding as they do 
surplus stocks, whieh, in the public interest they consider that they oUght 
to realise, cannot fairly be asked t.o do more than t~ producers i but 
1 nttl pr('pnred. on behalf of t ~ Government of India 8s im}Jorlnnt holders 
or producers, to say that, if the other interests concerned ahow any desire 
to cOJlsider the possibility of joint action for the regulating of sales in 
order to meet the world'il demand, the Government of India would willing-
ly co-operate. Further than this we cannot. in the public interc8t go, but 
what I hl\ve said amounts t.o a carefully considet'ed and importBDt pro-
posal, and it is for the other produciDg intel'eSts to consider if they will 
make 8lly response. In the meanwhile, I think I may say with confidence 
tha.t. at the present level of prices, t,he imposit.ion of the duty which we 
propose is not likely to have Bny serious eftcct on the consumption of 
silver in India. 

74. While our re8MnR for imposing the duty Ql'e, as I have explained, 
of Ii special nature, I am also prepared to 8tlV that special ~um t ce  
,i!l govern our intentions as to the disposal of the revenue produced. We 
must, a8 I made olear, l'egard the proceeds primarily, at. the· pJIBsent· stage, 
a8 a reinforcement of the general financial position of the Government i 
but. jf our·· estimates as regards tlw other heads of revenue are realised, 
aDd the1'e is a surplus resulting from the imposition of the silver duty. 

. . then I am prepared to say that we have a very 
~ t  of .urphl" II special purpose in mind for the application of 

anT, rom .lIver dat-y. that surplus. We regard this duty. principally 
in fact, as a measure which will give us Ii margin of revenue from which 
we shall be able to make a distribution to provinces after the forth-com-
ing statutory revision to give them the funds which they require for 
nRtion-building services. Though it will not be for the Central Govern· 
ment to dictate to the provinces how such contributions should be app!ied. 
there will be an opportunity for disclUR"iug this matter when the wholfl 
clistribuHoll of the source!! of revenue is considered, and I think I can 
!'IllY with confiden(',c tha.t ndditional funds are chiefly required by the pro-

~ce  for Buch purpOKeS 88 economic and- a.gricultural d.cvolopment and 
primary education. If, pendiQg the further allocation of revenue to the 
provinceR which 1 have in view, any surplus is actually realised, then, of 
course, any proposal for its expenditure will be submitted ~ this ABlJembly. 

75. It is on these grounds that I have stated that our proposals in 
regard to the silver duty muati be regarded in a 'Very special light. W& 
propose to include, in (Jur .budgd figures, a revenue of 1 orore, 88 a con-
servative estimate. 

76. On this atsumption: our budget estimAtes provide fO! a surplus :! 
70 lakh. of re .. enuo over expendIture. A. t 

')"_1 .. alt. . budget proposals other than thOle relating to. 
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income-tax and auper-tax will have ('ffect. forthwith, the current y.ear'8-
revenueawUl also benefit to the extent of SIS lakha, which amount accord-
ingly appears as a revenue surplus in the reviaed estimates. 

RsVIEW OF BUDGET PROPOSALS. 

77. It is of course obvious to ·me that these proposals will be subjected 
to the most searching scrutiny, and the quee-

JaltUloation for DcW tax· tion which will be asked on all sides is whether-
atbn. there· is any justification for imposing so heavy 
an additional burden of tnxation. 

78. Before this question is put, I would ask Honourable Members t~ 
pause and consi&r carefully what item of taxation in my proposals does 
not offer at ICllst some indirect advanta.gt:s. I vi:nture to sa.y thnt. with 
perhaps thc sole exception of the income-tax proposals, such advantages 
will be found. But that is not by itself a suffioient answer, and it is 
necessary to examine the position further, and attempt to frame some-

. interpretation of the symptoms of the present 
II present condition per· financial conditions. For if the short-fall of 

maneat' . ' revenue 11) m{'rely the result of temporary 
combination of abnormal circumstal1ocs, then one m'Ust hesitate-
tc. imposc the full wrrcsponding, burden of permanent taxation, 
and it migJ:!t be justifiable to adopt temporary expedients. If, 
on the other hand, there is a permanent and unavoidable shortage of 
revenue, then the position must be tackled boldly in order to establish, 
bcdore it is too late, 11 wund foundat.ion. 

79. In order to judge whether the present condition is permanent ar-
not, there are two main aspects to be examined, that is to say, one must 
ask, on t.he one hand, whether the expenditure required this year is 
abnormally high and capable. either now or in future ~, of reduction, 
and, on the other band, whether the revenue anticipated is below the-
normal expectation owing to special circumstanoes which are unlikely to he 
repeated. 

80. As to expendit,ure, I have already drawn the distinction between 
actual administrative outgoings on the one-

Growth of exp.mditure. band, and, on the other, such items 88 interest 
on debt and those provisions which do not represent actual outgoings in 
cash, but which are required, on principles of sound finance" 88 reserves 
against estabiished or accruing lillhilitics. I will deal first with administra-
tive expenditure. In ~,  to this I havf;!, during the pMt year, in n(lcord-
Mee with an undertaking whieh I gnvc to t.he Assembly in my last budget 
speech, conducted in the Finance Departrnent a close scrutiny and survey 
of the growth of expenditure during the past five years. Reports have-
been prepared for each Department nnd these have been circulated to-
members of the Standing Finllnee Committee. A good deal remains to 
be done in the way of cQmpleting the details of this Enquiry. hut I 
ha,'e gone far cnough to come to the· conclusion that, for various reasons, 

P ..... 1 1 ... we clWllot count on being able to find any 
(ova .. lJIl& cone \1 .. 0D. h ft' 1 . f d t' . th t f 811 R Uti ./f/. mnrgm or re uc ~  10 e eos 0 

the civil administration of the Cent-ra.l Government. In fact, with all the-
new services and heads which are being pressed for consideration, it is· 
only by the exercise of the most rigid control that we shall be able to keep 
the growth of expenditure within bounds. The possibility, therefore, of 
cutting down administrative e ~ tu e, does not, in my opinion, afford 
any 8ubsttUltial ground for postponing the imposition of ta.xation to meet. 
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the present deficit. But by accepting this conclusion, I do not imply that 
the search for possibilities of reducing our present sc&le of expenditure 
must be abandoned. It has, in fact, been decided by Government-o.n.d 
the proposal has reoently been reported by me to the Standing Finance 
Committee-to a.ppoint an officer on speoial duty to continue the examina.-

F the i t · tio tion in further detail. It is, in my opinion. 
ur r uvea 19a n. t 1" t . d . neoelSa.ry to carry ou a very c ose ae aJle m-

vestigation of the causes which hove led in the past, and are still leading. 
to a steady increase in expenditure. Those Members of this Assembly who 
have sat wit.h me on the Standing Finance Committee are fully aware of 
the difficulties in this matter. Applications are. made in a. particula.r case 
for improvement of conditions of pay in particular offices. A good case 
is made out 'and the improvement, involving perhaps by itself only 0. 
moderHte inerense in expenditure, is approved. But one mOVe leads to 
another and it is inevitably found that other t~ct  of Government sta.ff. 
'<!laiming to be working in similar conditiolls, aga.in press that a similar 
improvement shall be accorded to them. These claims are diffieult to 
l'c'Iist, and, moreover, it must be remembered that the control does not lie 
-entirely in the hands of the Central Government. It often happens tha.t 
a particular claim is pressed in order to afford to members of some branch 
of a Centra} Government Department, conditions equally favourable with 
those prevailing for men in the service of the Provincial Governments 
working under similar conditions and in the _same place. But the time 
has como for a comprehensive review of the whole situation. 80 tha.t we 
may asoeTtain what claims on these grounds are likely to be preslJ8d in· 
future and that we ma.y. if possible, fix, in consultation with the Looa.l 
Governments, certain uniform principles from which there can be no 
departure. Apart from such special cases. the Government have become 
'Committed in the past years, to time-scale systems of pay. the full effects 
of which were not perhaps appreciated a.t the time when t e~ were granted. 
These put upod us definite and unavoidable commitments. and I have 
already indicated that the normal rate of increase under this heading 
amount-s to something like 25 'lakhs per annum. 

81. It is important that we should know where we stand in this matter 
Rnd also when it is likely that the peak of this increAse ,,·ill be reached 
and what the figuro of Government expenditure a.t that point will be .. It 
is this kind of question which justifies the special appomtment to whIch 
I have refel'l'ed, for, the t,ime is coming when, 8S part of the constitutional 
l'efOnl1S which we shall hnve to cODslMr, it will be ~e ~  t.o re·arrange 
the distribution of heRds of !levenue between the Central Government and 
the Provincinl Oovenunents. When that time comes, it is essentia.l that 
we should be able to U<;JAf SS, with some nccumcy, whnt (Mr own future 
commitments m'e likely to he. 

82. These remarks cover one kind of growth in expenditure. But r 
Po,s.ibilibies of re/rer.clt- shall be Ilsked whether, even oomit.ting that 

ment. this kind of growth is inevitable, it i. not pos-
:sible to ma.ke lRl'tte cuts in the number of a.ppointments and in the amount 
of the personnel employed. ,This, indeed, is a subject which will come 
within the purview of the special examination which we propose. But I 
'flhould be deceiving this ABaembly if I were to hold out any expectation 
of large economies in this direction. .I t\oubt whether it i. aaequately 
",eaUsed to what an extent the gradual development of the preBent form 
of constitution is placing increased work on the shouldel'B of the officials 
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()f the Central Government, Rnd I do not think it is an exaggeration to say 
that there is not a single Department of the Govemment of India in which 
those occupying the higher appointments are not at present overworked. 
Ind(;led, I think it fllr mOTe likely, that, as representative institutions grow 
and sessions of the Lcgil>lative Assembly become longer, it will be necessary 
to divide up somo of the existing' Departments and create new appoint-
ments for their represcntafion in this Assembly. 

83. I may, however, again be asked whether there is not a possibility 
'Of a different form of economy in the shape of elimination of certain ser-
vices. At the time of the last big retrenchment movement, certain 
accessory services were largely cut down, particularly Scientific Depart-
ments Ilnd such minor departments as the Statistical Branch., My reply 
to such 0. question would again be tha.t, unfortunately, it is only too likely 
that, the move will be in the other direction. We are, in foot, a.t present 
faced with the need for meeting the demands of a. large number of new 
services. Honourable Members are only too fa.miliar with some of these. 
The e~ me t of agricultural research, for example, is an entirely new 
demand, as also is that of civil aviation. The former is one which may 
be fruitful of great benefit to the country jthe latter is necessary unless 
India is to lose her plaoe among the civilised nationa of the world. More-
over, it brings in its train other needs such as the development of 
meteorology and wireless organisation. Again, if we look back on the 
cuts that were made during the last retrenchment campaign, I think it 
will be generally admitted, as proved by experience, that, in some respects 
at Jeast, the eeonomy has not been worth the 8oorifiOO. In advancing thi .. 
opinion, I have partioularly in mind the Statistical Branch; and there, as 
1Iome Honourable Members know, we have, in response to a far-seeing 
demand which has been preBBed by various in1luential Members of this 
, Hbuse, started on a course which will, I hope, p1'Qvide those statistics for 
the gauging of the country's economic conditions which it Be badly needs. 
Public opinion generally seems to be awakening to the desire that the Gov-
ernment of India should adopt a far more active and constructive economic 
policy than it has followed in the past, and that, in many matters, the 
Central GO'VICrnment should take upon themselves the responsibility of 
giving a lead and assistance to the Provincial Governments. This is lit 
desire with which I most heartily sympathise, and it would, in my opinion, 
be fnlso economy to resist it. 

84. LIlBt.ly, I would impress on Houournblc Members one consiclerntioll 
whil'h has been brought before me 'very vividly in the course of my work 
in the Finance Department, The Central Q-ov,ernment Rre directly respon-
sible for the administration of cert·a.inareas, and I am afraid tha.t one 
CRnnnt resist the conclusion that the standard of services provided for in 
thoRe areas, has, in manv respects, been allowed to fall behind that pre-
vailing in t.he nt>ighbouring 1\reltS under Provincial Administrations. This 
is not 0. state of affairs which tho CentrllJ Government can view wit.h 
equanimity, and I fool cunvinced that there are considerable arrears to he 
made up in this direction. 

85. For all these reasons, I have mYfleI£ regretfully come to the con-
clusion, which I have already stated, namely, that, however energetioally 
and Tuthlessly the search for economies is carried out,-and I shnll myself 
welcome any measures for the conduct of such a search,-there is not 
room for any suh.tantial reduction in the civil expenditure of the Central 
Government. 
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86. If I tum now to those other kinds of expenditure to whioh I hav" 

Debt 8erYioea. 
1'eferred, namely, those measures for the support 
of sound financial principles and the provision 

of adequate reserves against our obligations, I could not honestly put 
before this ABBembly proposals kss adequate than those which I ha!e 
framed. It is, in my view, of vitul importance that, at this stage ID 
India's constitutional development, when we stn.nd a.t the threshold of a. 
now constitutional advance, nothing should be done which would ugge~t 
to the outside world that India's creoit will be less carefully p1'eserved 1n 
the future than in the pnst. India must he above suspicion in this respect, 
nnd in the end. I am convinced that. thil,; will pr.)Ve soulld economy !md, 
by Improving the country'!:! credit, help materially t.o reduce the bmden of 
interest which it will have to pay. 

87. If I tum now to the revenue side of the picture,-the second of the 
. . two aspect,s which need eX6mination,-it ulay 

Revenue position. be gRid thllt thE' estimates which I have' pre-
sented, do imply, first. the expectation of a. set·back in the  tax e e u~, 

or, rather 8 halt in the nomlal ~ of its growtll a8 evidenced in the reo 
suIts of the last seven years, and, secondly, a very deoided worsening in 
the position of the Commercial Depnrtlnents o£ the Railways and Posts 
nnd Telegraphs. I Am prepared to admit that it is quite arguable that. 
on the revenue side, the picture which I am ~ e t g, is abnormal and 
likely to be improved in future yean. But, for many reaSODS, I feel sure 
that it will be unwise to allow such an argument to prevent the introduc-
t.ion of new taxes sufficient to meet 'ihe situation as I have to present it 
t·odov. 
tis. I have mRUY real.4Ons for this conclusion, 80JDf' of which I may 
Neoeaity for f .... h taxa- ~t te shortly 8S follows. In the first place. 
t10D. some of our present sources of revenue are 
likely to disappear, and, in the case of othera, reductions may become 
desirable. The following special OAses may be quoted: As regards opiwn, 
we fire already committed to the disappearance of this revenue after 1985, 
Elnd it ;9 essential t.o find new sources of revenue to replace it. As regards 
the export duty t)D rice, I have already indicated in my proposals for this 
year thut this, at its present level. may be 8. b"urden on the propel' 
(leOnOmlC lifo of the countn' ,'nil t ~  rt>ductic,ns mav ~c me deMirnble. 
1t is possible thAt . c m ~ condition!! may Rlter the jtistitlcation for other 
forms of export duties as, for example. nn jute; while, 118 regards income-
tax, if again we put first the need fOf removing burdens which hamper 
the economic development of the country, I .. honlc1 my\'1eJf welcome the 
opportunity of being uble to intro<luce certain changes, IlS, for exn.rnple, 
the introduction of provisions for allowing trading losses to be carried for-
ward oeyond the year in which they have occurred and t.hfl abolition of. 
double .. uper-tAx on holding companies. Again, new needs for expendituro 
Bre constantly likely to press upon us and I bav,", already referred to Rome 
of the new services which are now being developed. 

89. Yet another consideration is thi... We have, in my opinion, beeD, 
Lar .  . working, in the past three years, with B da.nger-
get' JDargJD neoeaa1')'. oU81y low margin. In a. country like India.. 

subject to geat ri8ks of loss of revenue from fail ute' of rains 01' f}'()m floods, 
it-is desirable to have m~ margin of revenue  over expenditure from which 
a reserve can be built up in reasonably good yeaTS. Memories are short., 
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and although the last two monsoons have, in places, baen unfavourable, 
it is mnny years since lnaiR has suffered from a real failure of the monsoon_ 

90. The last consideration to which I have to call attention, is one 
which bears most weight in my own mind_ We have got to prepare for 
the probability-indeed, t think I may say, t ~ certainty-that the next 
8tage in constitutional de\"elopment will need provision of more money 

_ for the pro"inccs and that, ill some form or 
Needs of the provancee_ other, the Central Government must be pre-

pared tu relinquish part of its own sources. of revenue. After all, it is in 
the halds of thp I'rovJncill1 Governments that the real nation-building ser-
vices lie, ond the two grf:at needs for Indin Ilra agricultural development 
ami. Sf' :1 ~c ,  .. nry conditi,>D of its success, t.he uc e . , ~ of n ~  effective 
fonn of primary educntioll. Of all the tllRks, the responsibility for which 
my present office lays upon me, that which I toke most seriously is the 
duty ()f finding revenue in order thAt those pro\'inces, which are at pre-
sent handicapped by financial difficulties, may make a great start forward 
in developing t.he services which the cfJuntry really needs. I believe that, 
in the new taxeR which I hAve proposed, I have opened the way, if things 
go well, without putting ony burden on the economic life of the country 
or subjecting to hllrdship any partiCUlar clas8, to create a. margin which 
will ennble us, as soon flS thtl constitutional reforms are settled, to give 
a fair measure of assi8tance to the I)rovincial Governments in the next 
chapter of their history. 

WAYS AND MEANS_ 

i}l.J will now tum to n review of the ways find mean .. position for the 

. ' . 

Summary_ current yenr ond the next, (\ summary of which 
is given below in the usual form:-

LtabiUtiu . 
!{ailway capita! outlay (oonstruction) 
Purohaae of R &Il"'aya _ . • 
Other oapital oullar ' • 
Provinoial tran8aotiolll _ _ 
Discharge 01 permanent debt (net) 
Contraction agailll' tr"aaury bills 
CODtr&oll.)n against dIver _ _ 
Other tranll8rtions 

Total 

Revenue .urplue 
Rupee loan (net) 

RHOtIrcu. 

SterliDg loan (nel) _ , 
euu ~ billa with publio _ 

Tndia Billa _ . . _ _ _ 
Po-t Office oash Cf rti8eates and •• viDal bank 
Other unfunded debt _ _ • 
Appropriation lor reduotion. eto., of dl!bt 
.e ~  and Reserve Funds • 

fll'duoHon of oa'h balanoe't 

TONI 

(In erore. of rupees_) 
Revised, Budget, 
1029·30_ 1"3031. 

. 24'J6 16-75 
7'06 
1-93 a'Oi 
P-.7 7-P3 . 2 ~  1S'S4 
6'S6 
2 ~ 
3-P6 1'86 

81-73 49'36 

'35 -70 
35-47 2S-SO 

7-92 
20-00 -4-00 

S-OO 
5-04 6'20 
S-IO 3-J6 
5-S5 5-90 . '99 5'27 

.-10-S9 8-G2 

. 81-78 '19'36 
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~. 'J:'1te IfOIS prooeeda of the rupee loan in the· currant lear ~ 
c. to about. 85; crores of wh:oh 221 Ol'Ol'88 repre-

1II'l'III year. &entad conversion of bonds maturing from 198() 
to 1982. This 8ubl'tantial reduction jn the amouDt of the ]OI1D.8 maturing 
in the near future has ~m e  il1lproyed the pC'sition for next thrett 
years, but the nchllli ~  received in subscript.ion to the loan was 1st 
c.rores only,i.tt., 4! crorE'S I F.t~ thllD Lh(, totn! new Joan provided for in 
the budgd. As I untic.lipnted Ilt t t ~ tim(l last yell.r. it was neccs-

snr\, . to t~t t to externul borrowing cn a 
SIft-ling borrowID8". c ~ e e s<'Ille. Sterling bills for £6 

mi1li(ms in each ~ e werl1 iHRued in London in May nnd December. The 
fonner if:S1Je matured in J".·bnlllry finn in order to place vllr!lclves in funda 
t·o meet them, short·terJU bonds for £e millions ~ e issued early in 
}'ebrunry. The total net. IIIllount of funds rAiH'cl during t.he year in 
Englund has thus Ilmollutcd to Ilbout £12 millions. I mURt deal briefly 
with the conditions in which the iss\lp of the sh(.rt·term bonds was undBf r 

taken Qnd the reasons e ~ g Govcrnment.'s fICtion. Honourable 
l\fembers will hllve bl!en fully owure from t.he ge-neraJ review of th" 
Government's policy as regards capital expenditure and borrowing whicJj 
1 gave in my budget speech bst yMr •. thllt I haeI an-ived nt the conclusion 
that external borrowing would hE:' ecee ~ . I thefl explninod how and 
,,'hy. in future. it would be necessary thAt the rate of capital expenditure 
should be more nearly balanl.'ed thon hlld been the case in the PAst five 
yeurs by the increese of our. capital l'{';;ources in the fom! of fixed 101\l1s. 
It was therefore desirnblc. in nny CAse, to nlise f\ sterling 10lln 8S early 
~ possible after the summer. Conditions, however, were ~ e  very un-

favollJ'llble owing to the position in New York IUld the existlmce of n bank 
rate of 6i per cent. in London and we thought that We should gain b:v 
waiting for cheaper money ratcs. When the New York boom collapsed. 
the anticipated eAsing of money commenced. but. by that time, political 
aDxieties hAd begun to dominate t.he position in the London market 
for Indian securities. I need not ¢ve ,I long account of these events whioh 
must be still fresh in the minds of AU Honourable Members. I need =! 
say that thE) e u m~  of London invefttors W8M intensified by the nttl-
tude udopte.(l at the Conw-css meet ~ Ht Lahore in December. There. 
fore, while our anticipations that money con(litioD8 would beoGme m ~ 

u ~ were, renJiMed the advet'1l(· ~ .~et! ! of poUtitml ~ et I counter-
l,ahmced the advantage cbtained. Thl:l fACts, however, hlld to be faced. 
lind !:If; u ~ the venr Govemm(!nt bad to meet the ~ t e  portion of th& 
It!)! miJlions for t.he purchuse of the Southern ]>unjab Railway Ilnd Rhout. 
£7i millions for oth<:r railway capit81 expenditllre, we fE-1t thRt, in spite 
01 the unfavoumble conditions, we should not he justified in financing thi. 
capital expenditure entirelv bv tcmporllrv borrowing in the fonn of India 
bills. Wt; c ~ , indeed: that m~ more pennnnent b01'l'Owing ~  
acoonJing tc, sound finAncial principles, ell8ntial: 

. 93. Tn Allying tllis, I. ~  to emphRl'ise that our power to i.ue bUJs 
In the ~  market IS 10 tht> n.ture of B n'.eI'Ve which ought to. be-
kept Ilvlldable to meet temporarv ,shortages of sterling l'etlOUl'Cel. u e ~ 
finAlJCe clemandl that thifl reSerVE' pc,wer alwuld be utilised all- little 88 
T)()R8ible fl)r financing, pennanent c8pitaJ expendiiuftJ. By the 18S11(1 of 
two·YeRr bonds with the option of extension for a third . year. we have 
obtnmc,l acCommodlltion for a period lIufficient to allow for the pasling 
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of t,1le prp.scnt polit,ical uncertainty and have, at t·he same time, avoided 
the burden too the Indllln t.axpayer, of floatin¥ .4 long-term loan in particu-
larly unfa.vourable conditions; conditiotm -whIch, I hope, will prove to be 
(If n temporary nature. In the. meanwhile., I am glad to say that the-
I;.ucceaa of t.his operation, even though the tenus were onerous, 'had a very 
good effect on our credit in London. 

94. The combined amount of the above borrowings corresponds roughly 
with the budget forecust, but owing to events which it was impossible to. 
foresee, it was necessury to supplement our resources by large issues of 
treasury bills in Indin. In the first place, contraction of the currency te> 
the extent of 6·86 ('rores againRt cancellation of rupee treasury bills and 
2·94 crores agRinst silver withdrawn for sole deplet,ed our resources by 
nearly 10 crores. 

95. Without entering into a long exposition, 1 wish to explain e ~ 

CUTreo<>y operations. 
and in very elementary tenns, the real signifi-
cance of these currency operations. There is. 

much misunderstanding on these subjects, which is ~ e  by the peculiar 
position of the Government of India and the (,,ombination of roles whicll 
they have to pIny. In the first place, it is Government themselves whc> 
have to do the work and, therefore, as happens in all countries, they are 
blamed for e';er.. untowlilrd occurrence--aa some of the Honourable Mem-
hel'8 opposite would soon find out if-as they hope, and 8S I often wish 
they could,-they w.ere to change plaees with U8. But apart from 'this 
common experience, t.he {1ovemment are not only the currency authority 
but Rrc t.hemselves the ehief operators in the remittance market. When 
there are difficulties all regards exchange, which would be expre8sed in other 
countries by a tendency to export gold, that is expre88ed in India by diffi-
culties for .the Government to effect remittance, and when we take action 
to protert the currency poaition, which in other countries would be regarded 
808 quite normRl, it is represented here 8s artificial manipulation of e c ~  
by Govemment in order to meet their own remittance needs. That ap-
pearance induces an unduly hostile type of criticiem. 

00. Then again, let us consider the internal currency position. If. aa. 
has happened iu the current year, prices fall and the country requires les8 
currency, and if, on top of that, large quantities of redundant silver cur· 
raney are retur!leci from hoards, the currency authority must meet the 
situation by can\!eU.ing CUR'eocy. Otherwise, an inflated condition exists, 
internal prices would keep unduly high in relation toO external prices, and 
int-emal ruies for money unduly low. The result would be that the Datural 
flow of exporta, whi(lb is necessary to maintain tho country's balance of 
trade, would be. restricted and a very unhealthy situation dangerou'S to 
stability of currency \vould he set up. When currency becomes redundant 
nnd. has to be raneened. the profits of the currency nuthorit.v diminish, 
for. ,,11 ~t ue  of ('urreney, whether it be silver currencv the bullion vRlue 
of which jt!! less f·hnn its fRee value. or notes for which the ut ~ t  merely 
haR t.o heRr the Milt. of printing, ~ proflts; nnd the leA!'! t,he amount of 
curr(\nev outlltallding. the leRR t ~ profit. But when we os R Government, 
in our u ct ~ lUI C'urrencv authoritv. bnTe to clln('el currenev Rnd thus 
Ruhmit. t,o R ('O.,.,.esp.:mdinjl ~ of profit, we Are accused of pursuing a policy 
ruinoufl to t,he co\lntry's int,ereflts bMILuse "'e appear R8 horrrlwin"'{ money 
Rt intcl"rlst.in tb", form of tr!,U'lrv hilts at1dt,ht!b· .tt ~ it hy CODt"nc-
tiotl. Tn actual fnct" -however. the Tosl!! thus incurred only represents a less; 
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.of the ,profit which we would h,.ve made if toe OOWltry had needed the 

.extra supplies of ourrenoy. 
97. Home of our critics, however, will say that we have carried this pro-

.cess unnecessarily far and that, in cont.ractiDg ourrency, we hal'e not only 
incurred this l08S ourselves but have starved the commerci&l \\ orId in its 
need. for currency. Of this, 8S I have, on recent occasions, frequently 
explained, there is no evidence. Actually. since the beginning of the lai't 
busy season, say, from the 1st December, 1928, to the 80th November. 19'J9. 
the net contraction was 15·89 crores and the net reduction of notes in cir· 
,cutation was only 2.48 crores. The reason for this small effect of our 
operation on the note issue is that very large quantities of rupees have Deen 
returne-d. When rupees are returned, notes are automatically issued ngainst 
tiwm, and if theslI rupees have come not from active circulation but from 
hoards, a corresponding inflation would, in faot, have taken place. These 
have been- the actual facts this year, and the proof of the pudding lies in 
the eating. In spite of the contraotion of currency, all the evidence shows 
tbat the currency needs of the country have been fully met so far as it 
'Was healthy to do so. In support of this contention, I need met'elv point 
to the fac't that the Imperial B8Dk's cash, which is the real index· of the 
ndequacy of the currency, is considerably higher than it was at this time 
last, year, although no expansion of the currency has been effC<'ted this busy 
R('oson. This shows c1early that the oontr.ction of the (,UTren"y ~ not 
been excessive. • 

98. While this necessary contraction of 10 crorel to which I have ~ 
ferred, counterbalanoed part of our borrowings, other factors have contributed 
further to worsen our ways snd means position. The chief caUSll has corntl 
from the Railways. As a result of the falling off in railway rec.eipts and 
the incresse of working expenses, the Railway Ucserve l"und \\ ill have to 
be drawn upon to the extent of 86 lakhs to meet the contribution to 
general revenues, wheress an addition of '8,20 lilkhs to the Reserve Fund 
was provided for in the Budget, whilo the addition to the Depreciation 
Fund is now e3:pccted to btl one ClOre lcss than \\'8S anticipated. As 
against this, it was possible to effect a saving of 2,82 lakhs in railwBY 
~ t  expenditure, but, even allowing for this, there is a et~ t  
-of nearly 3 c ~  under Railways. Borrowings by the Provmt'es are now 
expected to exceed thEl Budget by about 21 ctoreH, and, in view of tho 
heay.y disbursements in April in London and in Inelia the closing balance 
will stand at & flgure 9 crores higher than provided for in the budget 
t:stimate. For these reaS f lCl8, the revise.d e~t m te provides for an inerea8e 
from 4 crores to 24 crorcs in the amount of tJ'ElflBUrv bills outstanding 
with the pUblic, of wh)ch I would remark again thut Q Cl'OI'('1I\ is repre-
!'ented by increased treasury. balances. 

00. In my Jast budget Rpeerh, I deult, a£ length with the rail way copit,al 
expenditure Rnd enviAAged the po88ibility of a 

~e t ~ . drastic reduction in lQ8().81 in order that the 
credit' of the Govemment might not be over-strained. The purp01;e thus 
indicated haR been fulfined, and 88 the House knows, \\'8 are nJ]owiD8 16! 
croreIJ only for railway CApital expenditnrft. i.8., 7·4 ClOreR letlls than th(' 
1'evJeed estim&te for the e1U'l'ent year. It m'lIl1t be noted that the real reo 
l1uoticm in new railwtty eapitaiespeuditUle .anctioDed i. actually larger 



m&-",DUIW J'OA ~ . 

than these figures indioate, I1S 2·85 crores of the ~ for--19BOr8l 
~. form part of the sQ.Dctioned programme for 1929-80, Allowing. for 
tbia.., the programmes .for the two years cOm pare as follows: 

1929·30 • 
1930·31 

Redaotioo 

eror... 
• 26'30 
• 14,'40 -
• 12'10 

Tbit oompari8Oll brings out more clearly the drastic nature of the curtaU-
ment effected. 

100. With this provision for railway oapital expenditure, our borrowing 
programme for 1980-81 is, 80 far as new money is ooncel'lle6, &I, very 
tDOdeat OD8. So far as. sterling operations are concerned, I aB80me thai; 

..,..the £6 million India Bills falling due in December will be renewed; but, • 
if CORditions are fe.vourable, this floating debt will be fun4ecl. -'-'rept'ds 
Indie., I estimate that a loan of 281 crores will be required, of 'W'hioh 7·4, 
ClIl'Of8i ,only will be new money and the remainder, namely, 16·1 crores will 
bo. uLilisedJor redeeming outstanding 1081lS, principallY. 198&' Be!HIs. This 
~ e  for reducing the amount of outstanding tre88Ul'y bills from 24 ereree 
a,t" ~, clOSt) of the current year to 20 crores at the close of the DeB. I 
&Iltioip"te no diJiltculty in carrying out this pPOgramme without diaturbiltr 
the .arket for Government securities, and, if conditions impr<We, i1l ...,. 
be. p(l88ible, to fund a larger amount of the floating debt th&ft T ha.e. 
auumed in my present calculationa. On looking back on these pl'Opeeall, 
r 'feel justifted in saying that provided only that political disturi>nces d& 
not upset either conditionR in India or confidence in England; ourborrewiJls 
PFOI"'mrne is of such 1\ nature that we could c e ~  look forward to a 
general appreciatiog, in Government securities . 

• 101. A year ~, it was estimated that we should e ~ e to remit S86t 
to' millioIl$ to London in 1929-90. 'J.'horoughoufl the 

... ·Rami ...... ' year, the exohange position hee been di&ulti 
India, like most other countries in the world. was affected adTeraely by; the 
higJ:a. money rates consequent upon the attraction of funds to New.York' 
to fiD&Ilce the speculative boom on the Stock E:lchange and by the faUl in 
prioel and general trade depression which follOwed the collapse of tIM 
boom. In, addition, the uncerte.in political outlook has led to the expon 
of-capital on. a oonswerahle scale. As a result, our power to e1fect re-
mittances to London has been temporarily curtailed and we now estimate 
that, the total remittance through the m ~ et in the . current year WiD 
m u ~ to £19 millions only. Tliis wiD sumae, with t~e. help of the sterling 

borrowlnga referred to ahove and the transfer of £9i mInIOns already effected 
through the P&{)er Currency Reserve, to enable the Becretarv of State 
to. close the year with a balance of £6'8 milJions, Assuming that the £6 
rnlmt'm Ihdia hills ftllJing due in December 1980 ,,·ill be removed, the 
amount required to be renritted to London next year jlJ eetimMM··to. be 
abQUt SSl'S rnillioni. 'rbis ftgure includes QS'8 millions for-- capjiW expen-
cmu~ on railw"Y8 &8 eompal'fJd ",itll Q"'6 mitibna in the Clfl'lIeJlt . year 
and- ~.. milHObS fOr' repa)'weJlt. of debt (eepnetl ~ . Of raihNy IIItnritle., eto.) . . .. . ~ 

o 
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. 102. I should, of coune, make it olear that the entift way. and ~e  
programme outlined 3bove can only be coDSidered a8 tentative $nfi subject 
to modification' in the light of the actual oa-oumBtanoes of the t m~. 

108. Following the, praotice of previoul yeaN, I quotn the market priceB 
Prioea of ~t. of oertain typical rupee securities of the Government 
........ of India: 

, 
I 

1923. 1824. 

Re. ~ R •• A. 

• per ~ taz· 
,,.. 10&0, 
,1"6.116 •• 89 8 97 12 

at J:! .... •• 68 0 06 14 

e~ priOit on the 20th FebrlJU7. 

1926. It •. 1927. 1928. 1919. ~  ·1 

RLA. R .. £. R •• A. R .. £ • Re. £. Re.A. 

97 16 101 4 10'7 2 101 11 108 16 100 0 

N 8 71 6 77 '7 '76 1 7t 6 e4 1 

~  ~. The fa'll iQ prices since lut year may be aaelibed to .. number of. 
qau.eea. Some would no doubt attribute chief importance to the mBgDit'ude 
at tpe Government's own needs. I explained this aspect of the eituation 
~eu fully in my speech ~ ... t year. It ie clear no"', in retrospect, that from 
~ 10 the bepning of 1928, the full elects of the capital expenditure 

programme launched by the Govenunent were not fett.. Such expenditJure, 
~, wee incurred WilB met very largely from reserves, ,.,hiJe the expenditure _If had .not got fully under weigh, When once expenditure got going at 
aae' full rate, and had to be met-not from reserves. but by u.:sBh ~ , 

~ it was obvious that the ~ .ce of Government securities must come <town 
ft'Om the high peak t.o which they had ol:mbed. I gave a clear e .t~ 

of this in my speech 168t :vear and al80 explained that, while I feit it neces· 
'i8ry. to, cwtail capital expendit':ll"B, it would not be pouible to give effect 
tP this. at on.oe without great econorn.ic 1088, because 80 much work wal 
~ e, c  in progress and commitments Buch as the purch..ae of the Southem 
u~ .  ~  had already been undertaken. I made it quite clear, 
lpNever, that it w .. my intention to put on the brake as 800G lUI possible, 
ttnd, ,in the me-.nwhile, I endeavoured to eettt.e tbe termfll of our rupee loan I.... year on AUch a basis that it would represent B rock·bottom 
p,rice from which a steady appmcifltioo might be eS:l)ected 88 

a  . result of the curtailment of future borrowing8. I think we 
may at least coDlfr'atulRte out"Rf>lvetI on the f8(lt that, in tillite of all the 
aDfavonrable ~ et me t  whicb have iJince occurred, lut ~ ., rupee 
loaD only ,tADd. about. one paint below the MRue price. ' If it had not ~  

for two u ~e factors over which we had no (',onU-Ol. I n.m certain 
thatl .. t year'. loan would DOW be standing at a hand80Dle premium, 

. 106. What, then, are theBe facto"? There has been, ftm, ~e wave of 
Mar lQODey whicb BWept over the world culminating in a 6i per cent. 
bauk rate in Eoglandt wbicbmade it aeoeuaryto tighten money rates in 
IDdia ;1). order to ~. our cnrreacy' poIIithm. And. l8OODClly, there hal 
0QIDi! upoa 111 • JJew 'diltoulty iQ the fall of, ,our-. I .~. 

clue to the feen felt in LoDcIoa &I to " .' "'e. . ~ 
:'1 
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polltical stability of India. I h&ve already said that I believe these fears 
to be entirely unjuatified, but their results are unfortunately realities which 
we have to face. Any £8'11 in our sterling securit'..ee creates serious' d.HD-
ouities which must re-acb on the local situation. Either of theae two luto 
factors would have upset the rupee security market quite apart from our 

, own ~ g operations. 

~ . Honourable Members will ask: • 'What of the future?' 'And' I 
must answer this queslJlon in relation to each of the three factors which I 
have numtioned. As to the first, our own demands OD the market, I have 
8'lready given & clear answer. We only expect to ask the public to give 
us about 7'4, orores of new money next year. If we had ontly to can-
Bider our domestic monetary con<titions, I would say with confidence tn&t 
our troubles were over and that we could anticipate a steadily rising market 
in our emm~ t securities. 

107. As to the second factor, t1he rates for money prevailing in the wodd, 
we can again look w.ith confidence to the future. I need only say that, in 
my view, everything points to a period of cheaper money for sometime to 
come. 

108. Ai to the third factor, lam afraid I can speak with much leaa cer 
·;tainty. What We h&ve to expect from the opura1iion of this footol' dependtl 

mainly upon the aotion of the leaden of public opinion in thia country, sa 
'repretented by Honourable M-emben of this Asaembly and those outside. 
If there is oleai' evidence that IIUOh, leaden are f&cing their re6poDS biliti,es 
and are determined to oppose aU revolutionary m m t .,~ w eo· 
operate in a ooune of peaoeful aDd orderly evolution, di&claimiDi tbose 
thre .. ts of unconstitutional aotion and repudi&t:on of debt which we have 
80 reoently hea.rd, then I am quite certain that the outlide world will resain 
oonfidence in India and that we shall advance once more tD oW' fol'tQ.er high 
laval of credit. But, jf 8 contrary course is taken, then. it ~  be impos-
8ibie to avoid unfavourable react;ona OIl India 'a economic development. 
'rbere must be a 1ack of that confidence which is 80 necesaary to tbe initia-
tion of new enterprises, and it is almost certain that a flow of capital from 
India Wlill continue. Speaking on behalf of the Government, we have d0ll8 
all in our power to create a strong and healthy financial position, and I 
think what I have alreadv said haa demonstrated the eifectlwenese of our 
action in this direction. {f the in&idioU8 lack of confidenoe continues to sap 
our fotmd"tions,' we shall, all .. Government, do our best to protect them 
and'shan not hesitate to take strong financiai m,~ u e  fo)' that purpose. 
But this 1VIII1 mean that our energies and resources will have to be devoted 
to defence rather than to constructive new enterprise and that the hopeful 
prospect of an aU-round recovery, which would bring prosperity in 80, many 
d;rections 8.tld for which, RO la.r aa lies in our power, we have created all the 
necessary conditioDs, will be unattainable. The futUTe in this respect lies 
in the ~  of leaden of non-official opinion in India. The reapona.ibilit!' 
restJa with them and not with the Government. 

109. I do not propose to lengthen my present remarks by going into fur-
ther c1etail now rega.rding figures of IDdi.', debt. Among the papera which 
witl ~ oit'Crulated 'NUl be found a statement prepared in the same form as 

'wa. introduoed la8t year, with explanaimynotea. 



t~  [28TH FEB. 1980. 

[Mir George Schuster.] 

GENEHAI, UEVIEW OF 'l'JIK ECONOMIC 81Tl1ATlON. 

110. Before I conclude, I must make ~ few shuTt observst.ions on the 
generul ecollQmic SLluution. 1 was taken to tll.sk, in the coursc of the budget. 
debates last year, fur devoting iwmtlieient u ~I t  to tbegcncral position 
uf the m.as!:Ietl of the (;uuntry; but 1 mUlll puint out that my nuun task in 
a bwlgct speech it> to expluin purtA;cltlar finallcial proposnlti anu it ill impos-
!:Iible for rue t.u cover the whole work of Government. Moreover, it must 
be remembereu t.lll\L the llIUill field for work in nation-building t;ervicell comes 
within the spherlo! of the ~ .  Governments alllI 1 ~t roam !l.t large 
over this fiuld w.ithoul t! ~ ug III,Y uwn fund iOllS. N evcrtlw'less, the 
offect on the generul \H'lI-bcillg of the country must be at the root of all 
nur filllmcilli policy and I think thut, if Illy propo8uls this year ure curefull1y 
lUld illlparti!dl,v f;ttHfl'd, it will be found that. this hilS been throughout 
their main purpose and jntl·J1Lion. I urn ufraid the time is now IIhort and 
my remarks on this part of the 8ubjL'Ct must ~ very brief. I have dealt 
ec~  with various aspectli of the Rktulltiol1 in u speceh to the Federation 
of IndilLn Chambers lind I trof'.t thnt HOl1l1umb'je Memlwrs will 00 me the 
honour of rending th;!; lipeech. It it> very obviolls' ut pre8ent that Indill is 

"'ave ot depresaion. 
aJUfierwg trom a gt ~u  Wli ve of ~ . It is 
al1:l0 ubviollB t.baL, MpMJ'L froUl t.hibo I ~c  e ~, 

there is gr-v room for improvement in \.be lIl.audurd of living of t.he.uuwtaes 
of the COlmtry and of geueral ccooumic production. It is UOO6tiaJ&ry to 
muke a clear distinction c ~eu theie t.wo coud.tiunl;. The tinit iii w.rllpor.ary 
. -and not ~ to Iudiu, It is nuuuly produced uy u u~  over which tlbe 
GovemmWlt Lave DO control. The second ill une which delUlulds t.he 000-
. &ta.ut lind urgt'nt utkulioll of all th(· forcC!i of Ilociety, public und pl'iv.te 
"like, Ali to the tirst, 1 hope, in the coul'ltc of the debate, to have ~ oppor-
tunity more fully to eX(Jress my viewt;. 1 ouly willh to ~ e at pre-
.~mt tha.t I think thut. t ~ d('pth of the dtc1pr8llHioll is exaggeratoo in eowpa-
1'180n with thl' vcr)' ~ c u  period through which the country psstled III the 
years I(}24-25 &Dei 1IJ'..!5-2{). If we exanJ;iue the trend of eoonomic events 
in India since the end of the \Vur, Wll find that the vohwltl of imports a&1d 
exports has, on the whole, shown a steady g ~!  with two exoeptiQDll1 
~ t . firMt. 1111 regards illlpnri.s in ~ 2  aud, secondly, as regllJ'ds exports 
in 192-4-25 and 1925.26. As regluds priceli, while t,he prices of imports have 
~  stf'.ndilv to declim'., those of exportll. for various world causes, tended 

, to rille during the t~ ~  from 1021 to lQ24. Since 
Fall ID pri("eIJ. 

tben, world prices for Indian import'll lUld esports 
have steadily dediut'd. The point of time ji.j, whi{lb tlw general Ne in tile 
prices of r ndin 'f! (>xport!l cuirnin&t ... d c(lincicit.d with an exceptional period 
for the volume of agrieultnral proriuetion, IInrl thit; vroduced, in the two 
Bpec11l1 :vt1M'l1 1924-25 unci 1925-26, to which J Il/lVEl e ~ ~, an e e~ t  

peak of pl'OAperit.v. Pulllie opinioll as to the COllnle of Indian trnrle and 
~ em  ~ t , tooth, I think, at, Jll'fIsent, t,o b(: framed too much with 
e e c c ~ to this special period, snd thotlRh I do not. ~  to nriQimiac the 
effeds of the prf'fwnt tlt'presflion, I think thllt, if our view ~  eRst, haek along 
a longer period of TlJ(UB'S hiAtor.v, we foIha.1I find thab the present oooriitionB 
RT'e not, in com pnriAOn, KO ~  I\R thpy Rre sometimes painted alld iiRnt 
the ge em~ economic cOU1'RP of the country haf! heen one of flWady advlIDce. 
Tbe ('·/W!!C' of the contiul1ed fnll in W01'lti prices for India's clUef import&. 46Ild 



exports since 1925·26 is somewhat obscure. It would appear.tobe.world. 
wide, Uti, on the blll:litl of 100 for 1\}2(}, the Index nwnbers of general prices in 
the United Kingdom, the United Stll.tetl lind India are 92'2, OO'S and 95'3 
~ ect e  for 192U. While a falllHLs thus taken place in all the three areas 

that for Indio. lies between those for the United Kingdom and the Unjted 
I:)tates. 'l'his world-wide fall in prices has bten put down by some to gen-
eral over-production, both of ruw materials und industrioJ products, through-
out the.a.ld. It islmown that large seale 1l1alolS production has been de-

.wiopiDg t1IJ'ougbout the worlddurjng the lut few years IWd that t.ropic&l and 
sub-tropical areas have ext.ended their output of raw materials. 'l'here ·aI'e 
others who would give, o.s a further relltK>n for the geneml world-wide fall in 
prices, t.he Unsufficient production of gold for the general requirements of 
the world as a whole. 

111. Unfortunately, the fall did not end with 1929. Conditions in 
:Ameno., eo which I have aJready referred aDove,have led to . a large 

reoeasion inbusincss activity all over the 
" ..... leok.wurld. The immediate out-look is uncertain. 

MlW.ufnoturers and dealers are using up their 
i •• tJoak of ·raw nle, .. i"ls and refusing to onter into fresh commitments until 

they see how fllr this recession is likely to go. The result is that the full 
in the priccs of primary products, which Wll.q 11 feature of the yellJ' 1929, has 
been . e~ I tc . Indiu has been particularly hllrrl hit by this world deye-
mpment. "Sincethe 1st Junuary the price of cotton has fallen by about 15 
ller oont. and the price of whent by about 12 per cent. while the prices of 
'Od\er.taple products such liS jute and rice show no signs of recovery from 
the klw level which they reached during the year 1929. 'It would be faflh 
to, attempL to say when the tide will turn, but there are lIigns in America 
tlmt· the trade recC1Ision will not ue so e~ e as W8S anticipated, and it 
looks 'IlS if "prices nre now so low that the world will soon begin to take 
moreillterellt in the products of lndi" and be prepared to enter into com-
mitments for the future. There is reason to hope, therefore, that a 
recover-y frwn the present economic deprCliSion will not be long delayed. 

112. ; Whatever the reasons for the fall and whatever the future pros-
~, it, if! tllear that· the condition of the agricultural classes of India UlU&t 
be lef'ioosly aifeeted,and it may be that, in order to Ulaintain their position, 

they have to part with an undue proportion of 
LiDeli of pblicy. their own production. Measures of immediate 

relief sre difficult, but the main linea of the 
"policy which should be pursued tJeem clear. In the first place, and above 
'!\'erything, it:,;. necessary to stimulate and improve the agricultural pro-

'duGtion of the GOuntry and, as a supplement to this, to put the poorer 
agricultural cluwieli into u position in which they ean retain 8 greater pro-
portioIl of their own produco lor their own subsistence. In the second place, 
~ is dlll4llillUbk to cIlcourage industrial development provided that this can 

. be done in conjunction with, and as a supplement to, the agricultural life 
of thecoun5ry. In the third place-and thitl is a minor matter but still one 
of very great importance-the wholo country urgently needs the provision 
of better methods for the studv of its own economio conditiOIls than are at 

'pr .... " .• vaUable. . 

. 118: Ivcnl.ure to sny thot, if tho significanco of all the proposals to 
. which 1 have ,referred in this spl!cch, is examined, it will be found t ~ 
'teps are being taken in all these directions. Iahall hope to enlarge 
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further on this subject in the later stages of the debate, and not encroach 
further upon the time Ilvnilable this evening. 

Conclu.ion. 

lU. Before concluding, I should like to emphasise again what I regard 
Main featore. of the 6S the mllin features of my budget proposals. 

batJpt.. 

Fir8t, all additional expenditure on normal Increments and new 
serviees, including the ·Iarge g cu tu ~ I grants and !luch 
importllnt, nl1W services a8 civil Ilviation, is being balanced by 
economies,-mninly on military expenditure. 

Becondly, principles of financial soundness arc being doubly reinforced. 
No financial weak spots are being left lUI rf'gards debt redemp-
tion snd the ClWh Certificate liability, whilo I have provided 
for a mnrgin of safety in case eVl'uts next year prove un-
favourable. We can thus fACe the most, stringent 8Cnltiny of 
financial critics with confidence. 

Thirdly., wc art' making n subst.antial titan tow!lrda a con8tructive 
econolIlie policy und openulg the way for beneficial expendi-
ture. If the )'elll' prOCt'elli! without. libnonnal disturulWcca to 
trllde or civil security, we shllll have moncy at our disposul to 
increase our resources for thl!sc purposes, and having pre-
pared thcse foundatiolls, the Contral lJoveruruent next yoar 
ought to Le in u pOtIition eitlwr to initiate important schcmc'J 
thclIIsdves or to provide additionlll revenue for th(J Provincial 
GoverIlUlc[Jts to giH! them tho power for a more generous 
tdTort to thiti end. 

Fourthly, although t~t t  ncw revenue is to be rRilled, the men-
HureS which I have proposed 81'0 so designed ilK to reduco 
restrictioull on economic nction aud to lighten, ruther than in· 
creuse, the u ~  on the poorest cllis8Cs. l'bi. i. directly the 
case us e~  the reduction of the rice export duty and of th.! 
import duty on kerosene, while all ~ ce t Olle ui lhe lither 
measures ought to have indirect benoficiQI dIccta. I hBVll, 
moreover, indicated various directions in wL..ich, with the 
nonnal procemls of our new resource!!, I hopo to remove 
certain hampering impediments to tho bUliinos8 nctiviti(!s of 
the country. 

Fifthly. we have. in our proposals affecting COU.oD, made B deter-
mined effort to remedy a special malady from which the indus-
t ~ I life of the country is suffering, nnd by rClltoring health 
to one import.nnt centre, to improve the general condition of 
the country. 

Sixthly, we hu,ve made 11 determined effort, by a propQr control of 
capitnl cxpnnrlitnrc, to give 6 chance for recuperation of thiJ 
country'f! credit. so that, with strength restored a healthy 
growth, proportioned to our resource_, may be ~ ce more 
resumed. 
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115. J would £Ulk HonOurable Members to give all these pointe imparti:il 
~ e  ion and to read into my proposals their future promise no less 
taan their present performanoe. 

1 Hi. I may po!!!!ibly be criticised for seeking to raise more revenue than 
IIppeurs to b2 immediately needed for actual outgoings, but I hope that what 
I have SII!d will have convinced Ilt least a majority of this Aasembly, first, 
of the pnrurnount importance of creating reserves to strengthen our re-
SOOTees And crodit at this present critical juncture in India's history, and. 
&ec,ondly. for preparing the way for a more generous allocation, to the 
l)rovinccK, of sources of revenue for nation-building services. It has often 
been Milici that the Hefom18 introduceclafter HH9 have fniled to achieve their 
full effect owing t~  lack of adequate funds in the hands 6f the Provincia) 
Governments. I 11m desirous of doing all in my power to prepare for bettor 
success in tho next step. 

117. Of one thing I feel certain-that, whethcr my particular proposals 
are popular or not, Ilnd whether or not they are open to criticism in detail, 
the main purpofle which I hltve in mind if! the right purpose, and that the 
future will prove the truth of this contentioB. A Finance Memher hilS tl) 
suffer til{' slings nnrl arrows of criticism for his immediate actions, and, 
perhaps in ~  rare CllfleR, to receive some mee.d of praise if Providence 
brings good times in his tenure of office. But his own efforts should renllv ue g ~  ~  their more lasting results, and I can hope with confidence th!lt. 
if Ill} t~ e t prop0H't1s are accepted, my succossor, from whatever quarter 
he mlly corne, will, in the futuJ"(> , look blUlk to me with gratitude for having 
proposed these drust·ic meORures at t.his stAJ!£I. For the present, it is my 
purpolw., al', I hope, it will ulso be that of t.his ASRl'Tllbly, to make clear to 
all concerned thut, whatever politicnl clouds may be hanging over us, or 
whatever politiesl changes moy he in ~t , it will ever be the determination 
of the Government of India to keep Indian finance finnly secured on an 
ullshllkcuhle foundlltinn. (App]auio.) 

'fHE I I ~ FINANCE HILL. 

The Bonoarable SIr GeorJe Sehmer (l''iuallce Member): Sir. I move 
for leave to introdueo the Indiun Finanec BiH, 1930. 

The motion wus adopted. 

ft. BODourabll 81r Georgi 8ehuHr: Sir, I introduce the Bill. 

THE COTTON TEXTILE INDUS'rUY (PHOTEC'l'IONl) BILL. 

The Bonourabl. Sir Georg. Bainy (Member for Commerce and Hail-
way!!): Sir, I move for leuve to 'introducc 1\ Bill further to llmcnd the Indian 
Tariff Act, 1894, and to unwnd the Indian Turiff (Cotton Yllrn Amendment) t 

Act, 1927. 

Mr. E. V. BaqUWllDll AYY&DI&f (Madras: Lnndholders): Sir. we have 
not got the Bill before us. 



1101 LBOlaLATrvB A8SnBLY. [28TH FEB. 1900. 

_. PhIl, .,: It is not lll'Oe8IlBl'Y. 'fbe question is: 

"That leAve he gin'" In introduce a niH fUl'thl'r to amend tbe IodiaJl Tanl Aet., 
1894, ant! t{l atnt"nd th!' Indian Tariff (Cottoll Yarn .'\mcndment) Art, 1927." 

The motion WRS MOpt-ed. 
fte ' .... ..-abIeSIJ Georp Bam,: Sir. I introdooe the Rill. 

The Assetnb'ly then utljourutld till Elc"tlu of thtt Glock on '1'ueeday. tJ .. , 
4th Marr.h. 1930. 
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