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LEGISLATIVE ASSEMBLY.
- Friday, 28th February, 1930.

" The Assembly met in the -'Assembly Chamber of the Council House at
Half Past Four of the Clock, Mr. President in the Chair.

ELECTION OF THE STANDING FINANCE COMMITTEE TFOR
- RAILWAYS.

 Mr. President: I have to inform the Assembly that the foﬂowiﬁg_
Members have been elected to serve on the Btanding Finance Committea

for Railways:
1. Mr. R. 8, Barmas,

Mr. E. F. 8ykes,

. Sardar Gulab Singh,

. Mr. M. 8. Aney,

Mr. Muhammad Yamin Khen,

. Mr. Abdul Qadir Siddiqi,

Khan Bahadur W. M. P. Ghulam Kadir Khan Dakhan,

. Mr. A. H. Ghuznavi,

Mr. Fazal Ibrahim Rahimtulla,

10. Mr. K. C. Neogy, and

11. Haji Chaudhury Mohammad Ismail Khan.

DN N

ELECTION OF MEMBERS TO THE GOVERNING BODY OF ' THE
INDIAN RESEARCH FUND. ASSOCIATION.

Mr. Presldent: I have also to inform the Assembly thet Bir
Purshotamdas Thakurdas and Dr. B. 8. Moonje have been elected to sit
on the Governing Body of the Indian Research Fund Association.

THE BUDGET FOR 1080-31.

INTRODUCTORY,

The Honourabls Sir George Schuster (Finance Member): In present-
ing my budget proposals this year, I intend to depart to some extent from
the procedure which has been:followed hithertd snd to confine my ex-
planations of the past, current and prospective conditions, as far as. pos--
sible, 'to & hroad descriptive statément, leaving the’ great ‘maks of detail -

( 1168 ) A
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of figures to be supplied in the Explanatory Memorandum which will be
circulated to Honourable Members together with a copy of my speech.
Ne\:erthclesa. 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 will not be possible for me to be very brief.

4. Honourable Members will recollect that, in reviewing the position

Actual out-turn of 1928. last year, I said that the main question for
20. consideration, in deciding our policy was whe-
ther the gap caused by the final remission of the provincial contributions
in 1927 had been filled, or whether the time had come to recognise that
it had not been filled and that it would be necessary to tind some new
source 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 s number of fortuitous circumstances, that is to say, a
throwforward of land customs revenue from the preceding year and an ab-
normal anticipation of salt revenue owing tc speculation. I indicated
that. had it not been for these fortuitous circumstances, we should have
had to anticipate a deficit in 1928-29; and 1 therefore thought that it was
clear that the gap, to which I have referred, had not been filled in that
vear. Subsequent events have reinforced that conclusion. There was, in
fact, a serious deterioration under several headings in the last two months
of 1928-29, on top of which came an exceptional item, namely, a heavy
drop in the amount which could be credited to revenue from the Gold
Standard Reserve, due to the necessity for writing down the securities as
a result of the raising of the Bank of England rate to 5} per cent. in the
middle of February last. This last item did not, of course, represent a
realiged loss and will, in fact, be more than made good by extra receipts in
the current vear As a result of these factors, the year 1928-29 actually
closed with a deficit of 1,06 lakhs instead of with the surplus of 30 lakhs
anticipated in my revised estimates last year. The exceptional items of
deterioration to which I have referred, may be regarded as counterbalanc-
ing, to some extent, the special favourable items which I mentioned last
vear, 80 that, on the whole the results of 1928-20 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 addition of 80 lakhs to the balance of 74 lakhs standing to the
credit of the Revenue Reserve Fund, the whole of that balance had to be
drawn upon and we were left with an uncovered deficit of 32 lakhs.

Review oF THE YEAR 1920-80.

4. Turning now to the results for the current year 1929-30, though I
can see no cause for anything like permanent
pessimism for the future, there are many
things which have incressed the difficulties of the present. Failure of
rains in some places, excessive rains with serious flood damage i
others, combined with political uncertainties which have had an unsettl-
ing effect on commerce and industry, have been factors special to India,
while, at the same time, India has suffered from the general disturbance
to world conditions caused mainly by the unprecedented Stock Exchange
speculations in the United Btates followed by the sudden and sensational

(ieneral conditims.
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collapse in October. The speculation was accompanied by a huge demand
for money to finance 8tock Exchange transactions at high rates of interest
which attracted a flow of capital from all countries on a scale which has
hitherto been unknown. The collapse seems likely to result in a period
of business stagnation in America, which has already produced a serious
fall in the prices of all commodities. While the effect of these events on
monetary conditions in India has 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. 1 propose to revert later to general eco-
nomic conditions in India. At the present stage, it is only necessary to give
:h brief review of the actual trade conditions in the first nine months of
is year.

5. The visible balance of India’s trade, including private imports of
treasure, for the nine months ended the 81st December 1929 was 41'62
orores against 89°76 crores in 1928 and 88-07 crores in 1927. Exports
of Indian merchandise, however, show a deterioration of about 8% crores
as compared 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°48 crores), barley (1-58 crores) and hides and skins
(1-89 orores). Rice exports, on the other hand, have been considerably
more encouraging and show an improvement of 2:51 crores, while exports
of cotton are also slightly better than last year (-22 crores).

6. Imports of foreign merchandise also show a oonsiderable drop as
compured with last year (4-54 crores) which is shared by cotton yarns and
manufactures (2-11 crores), other yarns, manufactures and textile
fabrics (2 crores), iron and steel and manufactures thereof (1'89 crores).
1t is satisfactory to note that imports of rice which amounted to 149
crores in the first nine months of last year fell to 7 lakhs during the same
months of the current year, although imports of wheat incressed from
1'75 crores to 8-64 crores.

7. Despite the fact that the fall in the exports is about twice that in
imports, the visible balance of trade has actually risen, a8 net private
imports of treasure also fell by 6-88 crores to 1812 crores which 18 the
Jowent figure touched since 1922-28.

8. The unfavourable factors to which I have referred, have, of course,
‘been reflected in our budgetary results, but,
on the whole, we have been fortunate in the.
sense that we have had certain special wind-falls, as a result of which I
can anticipate that the accounts for 1928-80 will close without showing
a deficit. In the first place, we have found ourselves, as a result of the
facts which I have already explained, without any balance to the credit.
of the Revenue Reserve Fund and, therefore, unable from this source to
make good the deficit of 90 lakhs which, as Honourable Members will re-
collect, I had anticipated for the current year. Apart from this, the
results to date indicate, on balance, a deterioration as compared with the-
budget estimate. While Taxes on Income, Salt and net Opium receipts
indicate & probable improvement of 1,12 lakhs, there are deteriorations
under Customs (55 lakhs), Miscellaneous payments (52 lakhs), Railways
(18 Jakhs), Posts and Telegraphs (30 lakhs) and other heads (8 lakhs). I
must here mention that the items affecting Interest—that is to say, tak-
Ing into account outgoings and receipts together—only show a net deterio-
htion of 8 lakhs; but the deterioration would have been considerably-

A3

Revised estimates.
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larger if we had not had exceptionally large receipts from interest on the
Gold Standard Reserve. The high rates of interest prevailing for money
during the first nine months of the year, combined with an appreciation
in the value of our investments from the low point to which they had, as
I have already explained, been written down on the 8lst March 1929,
have combined to give us an altogether exceptional figure under this head-
ing. - Our receipts, in fact, exceeded the budget estimate by 74 lakhs. 1
shall refer to this matter again.

9. The result from all the figures which I have given, is a net deterio-
Deficit averted by & wind- ration of 86 lakhs as compared with the
fall. budget estimate, and this, combined with the
ariginal deficit of 90 lakhs, which, as explained, cannot be vovered, as ex-
pected, by a transfer from the Revenue Reserve Fund, brings us to a total
deficit of 1,56 lakhs. As against this, however, we can balance a special
wind-fall, because we are able to bring into account a large sum held by us
at credit of the German Liquidation Account under the Treaty of
Versailles, which, as a result of decisiohs arrived at at the Hagie Conh-
ference, will now accrue to the Government of India. By a curious coin-
cidence, this amount is 1,56 lakhs and exactly balances the deficit pre-
viously disclosed. On this basis, therefore, the year 1929-80 will clome
with an even balance.
10. T do not, however, wilsh to give n misleading picture ar:d we must
) fully realise that several cxceptional receipte—
Gep not fully filled. apart from this special wind-l:ll——hqve contri-
buted to the result. I have already alluded to the exceptionally high item
for receipts under the heading of interest on thc Gold Standard Rererve,
and, in addition to this, there are several items which con hardly be
regarded as normal. T would refer specially to the sugar import duty on
which we anticipate a reoeipt of 835 crores ns against the budget estimate
of 7 crores, and jute export duty, which at 4-71 crores, is 50 lakhs above
what | consider to be a safe and normal figure. Further, the revised
cstimate for Taxes on Income includes a special wind-fall of 80 lakhs as the
net result of certain judgments in the Privy Council. 1 refer to these
mattera, because, in any review of the position undertaken for the purpose
of considering future policy, it is necessary to eliminate exceptional items
of this kind. If, on this basis, we examine the position xince the final
remission of the provincial contributions, we find that in 1927-28 there
was an actual deficit of 2,21 lakhs; in 1928-20 a deficit of 1,08 lakhs;
while, for 1929-80, the figures which 1 have given sufficiently clearly
explain the position. These results indicate that. taking into acoount the
unavoidable increase in expenditure, and even making allowances for the
present depressed trade conditions, the gap caused by the remission of the
provincial contributions has not, on a normal c¢stimate of revenue and
expenditure, been fully filled.

PROSPECTS FOR THE YEAR 1980-31.

11. T must now tum to the prospects for the next vear—1980-81, so
arranging my statement as to indicate, as clearly as T can, the main frame-
work of the problem with which we have to deal. 1 will start with certain
preliminory explanations.  First, on & madtter of detail, in the figures
which 1" am now going to give to the Houso. I shall eliminate receipts on
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account of the two-anna petro] tax which are off-set by the block grant
on the other side to the Rond Development Flund. m‘;i-.hammllt aking’ ir;‘0 my £ore'-;
cost for pext year, 1 am into accoun
~ Politioal conditions. the possible gﬂects on revenue of serious dis-
turbance or the pructice of civil disobedience. Even if we could consent
to the nssumption that the threats of such action will be realised (which,
of course, we cannot do), it would be impossible to estimate its effects.
Nevertheless, T cannot avoid teking some account of the reaction of the
uttitude of certain political leaders and parties on business conditions in
the country, for, to some extent, that reaction is already an established
reality. A serious blow has been given to confidence, both within Indis
and outside it, by the doctrines preached in December last st Lahore and
since then throughout the country. In saving this, 1 refer not only to the
threat of repudiation of debts—which I am convinced that no responsible
Indians take seriously—but also to the genernl programme of civil dis-
abedience and the attitude of hostility te the Brtish connectien and
British interests. It is not for me, in a financinl speech, to express views
ar regurds this policy or the ideals which underlic it. T only wish to refer
to the inevitable econumic results.

12. Traopslating this view into u practical appreciation of the budgetary
prospects for next year, 1 am forced to the conclukion that, ¢ven allowing
for u reusonable good monsoon, the prospects of trade cannot be regarde:d
oz very bright. World conditions are agninst us and the chances that
business in India cun develop favoursbly in spite of these adverse factors,
are very scriously reduced by the blow to confidence in new enterprire
which ling been given by the conduct to which T have referred.

13. Adopting this appreciation of the position, my forccust as regards
the ' main headings of revenue would be as
follows:

Customs.—]1 am allowing for a net deterioration, exclusive of the Road
Tund recaipts, of 1,09 lakhs as compared with the budget estimate of the
current year, und of 42 lakhs as compared with the revised estimate.
The total estimate for Customs, exclusive of the Road Fund receipts, is
thus puv at 49:30 crores. '

"Revenue.

. Taxcs on Income.—I cxpect we shall collect 17-30 crares, which is 70
lukhs more than the current year’s budget figure, though only 20 lakhs
more than the revised estimate.

Salt.~]1 have assumed a receipt of 7-06 erores which sgain is .70 lakhs
more than the original estimate of the ourrent vear. This Intter, as ex-
pluined in my last budget apeech, was abnormally low & a result of
speculation,

Opium —Compured with the budget for 1920-80, next year is expected
to show a drop of 88 lakhs in receipts as a result of the ten-year pro-
gramme, and of 7 lnkhs in payments—a net diminution of 26 lakhs.

14. The net result is that, so far as the main heads of genéral revenue
nre conserned, thero will, on the busis of existing taxes. be a net growth
of no more than 5 lakhs us compared with the budget estimate of the
current venr.

15. Turning to departmental transactions, thix. House is already aware

Departmental transace - that the eontribution from the Railways to
tons. general revenues is likely to.be less satisfactory
than in recent years. The total is estimated nt 5.74 erores, as compared
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with the budget figure last vear of 6-35 crores, showing a net deterioration
of 51 lakhs. In Posts and Telegraphe, prospects for next year are like-
wise unsatisfactory. It is necessary to anticipate a deficit of 48 lakhs on
the Indian Posts and Telegraphs Department and of 8 lakhs on the Indo-
European Telegraph Department. Taking into account the capital expen-
diture charged to revenue, the net deterioration as compared with the
budget estimate of the current year is 48 lakhs.

16. It will be seen, therefore, that, on the results of the two large
Commercial Departments of the Government, the Railwaye and the Posts
and Telegraphs Department, we have to anticipate u total deterioration
of 99 lukhs as compared with the budget estimate for 1929-30.

17. I will now turn to the main heads of expenditure. In desling with
itare this, I intend, throughout my remarks, to draw
Expenditare. o distinction between normal administrative
outgoings and those other headg such as Debt Services, where
we have to meet either charges for the =service of our loans ur
make fprovision for redemption or security. Expenditure of this sort
falls in o different category, for the charge for service of the loans is un-
avoidable, while to provide money for sccurity provisions cannot be criti-
cised s extravaganoce but is, on the contrary, n thing to be commended as
sound nnd prudent finance.

18. Having drawn the distinction between these two kinds of expen-
Administrative expendi- diture, I will tun to examine the former,
ture. namely, the whole field of normal administra-
tive expenditure. It is op our nction in this field that I expect-and, in-
deed, desire Honourable Members to turn their most critical scrutiny.
There is a general demand for retrenchment and economy on the one side,
and, on the other there is the persistent and insistent pressure for increased
expenditure on particular projects, such as improvement of conditions
of service, education, hospitals, and sanitndy arrangements, agricultural
endowment, police measures, roads, etc., and very often those who press
most vehemently for retrenchment in general, are among the strongest
supporters of particular proposals for new expenditure. I shall deal later
with the general position as regards an economy survey and the possibilities
of retrenchment. For my present purpose, I merely wish to give some
indication of the total amount of new demands for which, after most
careful sorutiny and rigid exclusion of everything that is mot necessary,
we have thought it essential to provide. In what 1 have now to say, I
shall be comparing the budget estimates for next year with the budget
estimates for 1929-80, because it is in this way that I cen most clearly
present the problem.

19. In the first place, there are the normal increments in rates of pay

I “ for the existing staff of Government officials.

perements. Now that a time-scale basis has been adopted

in practically all Departments, this is an inevitable commitment, and, un-

fortunately, we have not vet approached anything like the peak figure.

It is very difficult to frame an exact statement of the yearly increase

due to this cause; but I am satisfied, after careful investigation, that a

fairly reasonable estimate of the total increase under this heading, as com-
pared with the budget estimates in the current year, is 25 lakhs.
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20. Apart from this, there are a number of new demands of a special

8 nature which are of sufficient interest for me
pecial new demands. to call the attention of the House to them,:

Lakhs.

«Cengus Operations 11

This requires no special explanation. It is expenditure which has
regularly to be undertaken every ten years and is not a normal annual

<harge.
Grant to Aligarh University

This grant is made in acoordance with the undertaking which has
alrcady been given by Government in this Assembly.

Recurrent Grant for Agricultural Research

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
2% lakhs which is also included, to its full extent, in the budget this
year to meet the charges of administrative staff.

8pecial Fund for financing measures for the encouragement of Sugar
Cultivation .

This is an item to which I have special pleasure in making reference,
as it represents a first step in a definite constructive policy by the
<Central Government, taken up as a sequel to the recommendations of
the Agricultural Commission. It is to be hoped that this, combined
with other measures included in my budget proposals, will have a
-definite and far-reaching effect on the agricultural production -of India
and the material progperity of cultivators in the sugar-growing districts.
Banking Engquiry

cea esn ase

Thit requires no special explanation as the circumstances are
fumiliar to Honourable Members. There was no corresponding pro-
vigion in the Budget for 1929-80, although I had to ask for a supple-
mentary grant for the current year. I will only take this oceasion for
saying that I have great hopes that the Banking Enquiry may represent
the first chapter in a long story of development of India’s resources
under the leadership of Indians. Much valuable work has already been
achieved and, in time, the country will come to appreciate the work of,
and “express gratitude to, those on the Provincial and Central Com-
mittees who have taken the lead in this work. I do not wish myself
now to select any particular names for mention; but I should like to
express general satisfaction and gratitude for the whole-hearted co-
operation which I have received. My Honourable friend Mr. Kelkar,
in the course of his speech in the budget debate last year, told me
that the spirit of co-operation was dead. I ventured, on that ococasion,
to express my disbelief in this dictum, and I am glad to be able to
say that my experience during the last twelve months has supported
my view. As I have said on many occasions, I do not expect that any
striking and spectacular measures can be produced immediately as a
result of this Enquiry. But I do hope and I most sincerely believe

10
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Lakhs.
that & strong and steady moverent will be started as a result of the
interest evoked by the Enquiry and the education of public opinion
which the reports will produce. As a result of this Enquiry, we shall
have a simultaneous survey of conditions throughout India of a kind
which has never before been achieved, and 1 am certain that this
survey will throw into high light the field for work to improve condi- -
tions, while, fronr the recommendations which will be made, we shall
get valuable help as to the nature of the work to be undertaken. I
have great hopes also that, from the Provincial Committees and
from the Central Committee, there may spring up some form of per-
manent organisation for keeping watch on the field for action, learning
lessons from the development which takes place and proposing new
measures from time to time as the need for these becomes apparent.

I have been told sometimes that the procedure adopted has been
cumbersome and unbusinesslike; but I have been very gratified to find
that, s the result of the Fnquiry and the interest taken in it have
become clear, those who oriticised at the beginning have tended to-
chunge their view. Poasibly, viewed as an act in one of the late
chapters in the history of an old and experienced bureaucracy, there
may be something of an amateur and unbusinesslike nature in the
procedure which we have chosen. But I prefer to regurd it not in this
‘light but as an act in the first chapter of a new volume in the history
of India’s constitutional and social evolution. Doubtless, mistakes
have been made und doubtless, much of the work may prove to be of
an anrateur and inexperienced nature; but, if mistakes have been made,
they will be mistakes from which further experience will be gained,
and nearly all of those who gain experience on the various committees
in this Enquiry will remain in the country and be capable, in their

further 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

Labour for which the increase over the budget provision in the current

vear is . . .. &
This again is a subject well-known to tlte Assembly, and again it is

an enquiry which, one may hope, will produce results of lasting value

to the country and of great benefit to.the wage-earning classes.

A further itent of special interest’ is a provision for the nest instal-
ment in the programme for developing the Territorial Force in India' of. 5
This grant will proviflé for 4 further instalment in the current pro-

gramme, and will nrean, principally, the improvement of training
facilities for existing units and the raiging of two new urban-Companies.
The largest item of special new expenditure to which T now come
is that on measures to be taken for the development of Civil Aviation,
the total of which, including many non-recurring items, amounts to ... 24:5

The policy which has been adopted in this matter is now well-known and
the Government's plans have been fully discussed and considered in the
Standing Finance Committee. In framing their policy, the Government
have endeavoured to meet the wishes of the non-official representatives in
this House, and I would only take this occasion to remark that the greater

)
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part of the expenditure which we are now undertaking, particularly that
for the provision of ground organisation and meteorological facilities, is
really forced on us by our international obligations.

_ Apurt from the above items, I will select for special mention the follow-
ing:

: , Lakhs,
Further instalment of the programme of medical and public health
improvements in centrally administered areas ... .. 85

Broadcasting e . e 2.7
Specinl repnirs to flood dainages in the North-West Frontier Pro-
vince C e T .. b

Andamans reclamation (increase in grant made in 1929-80) .. B
Mechanical extraction of timber in the Andameans ... 1
Forest conservancy in the North-West Frontier Province .. 1.5
New staff and equipment for the TImperial Department of
Agriculture . .. 1.5
Agricultural development in Baluchistan Y S
_ Appointment of Indian Trade Commissioners overseas and streng-
thening of the superior stnff of the High Commissioner for India,
London e B
The total of the above items is roundly ... . 95

To this must be added a sum for miscellaneous new items of o 26

These, together with the sum of 25 lakhs to which T referred at the
beginning as representing the increase on aceount of increments of pay,
bring the total of the new expenditure, for which we have to make
provision in the budget, to . ... 1,46

21. I have risked wearying the House in giving these details, because I
have been anxious this vear to place before Honourable Members a full
picture of the problem which we really have to meet, and I have thought
that, by analysing and selecting the new items of expenditure, I should
enable them fo understand the case more elearly than can easily be done
bv a scrutiny of the verv complicated volumre in which the Demands for
Grants are set out. ~The items to which I have referred are those in regard
to which, as I have said already, the Government’s polioy as regards economy
is chiefly to be tested.

22. I must tuin now to those hendings of expenditure which fall into
the other class, and T would refer chiefly to
the Government's debt obligations. T shall
firat deal with ordinary interest pavments.

Interest paymwent.

. Lakhs.
Intercst on Ordinary Debt shows an increase of - Lo 46
partly as a result of larger treasurv bill transactions, and partly
because larger provision has been made for the cost of conversion
operations. '

Intereat on Other Obligations, including provision for cash certificates
on the basis which has hitherto been adopted, shows an inorcase of ... 61

of which 15 represents higher rates of interest to be allowed on Pro-

vident Fund. balances and 21 is accounted for by higher borrowing
rates,
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23. lnterest receipts are put at the same figure as in the budget

. estimnate for the current year, 8.45 crores, und
s&ﬁﬁ%{m the Gold  }ere 1 would explain that {ve propose, in future,
to adopt a more conservative system as regards

the Gold Standard Reserve interest. We propose, in fact, to treat
£1,600,000 ss the standard figure of revenue. If, in any year,
the actual receipts exceed this sum, one-half of the surplus will be added
to revenue and one-half will be transferred to an Equalisation Fund,
which Fund will be avuilable to be drawn upon to make the receipts up
to the standard figure of £1,600.000 in any subsequent year in which they
fall below that level. It is, 1 am glad to say, possible to make a start
by putting a balance in this Fund immediately. The actual receipts for
1029-80 are estimated at £2,400.000, and out of this sum it is proposed to
make a start by placing £100,000 to the credit of the Equalisation Fund.
For the coming year, we estimate the receipts at £1,700,000, so that,
acting on the rule which I have stated, we propose to include £1,850,000
in the budget estimates of revenuc and to transfer the balance of
£50,000 tc the Equalieation Fund. I am convinced that this proposal
represents a great improvement in our system and is in accord with
principles of sound finance. The fluctuations which have ocourred in
the past have been of so wide a nature as to be embarrassing to the
budgetary position and to create a misleading impression as to our general
revenues. I need only quote the example of the last two years. For
1928-29 the ultimate figure was £1;248,000, while for 1920-80, as I have
already stated, the revised estimates put the receipts at no less than
£2,400,000. As I have already explained, the figure which we are now
taking gives us the same total of interest receipts as in the Budget for the
current year, and, therefore. allowing for the increaseg in interest pay-
ments, the net deterioration under the general head of Interest is 1,07

Iakhs.

24. I now come to the subject of the epecial provision to :heet our

. liability in regard to Post Office C Certi-

Bonu: on cash certificates. ﬁcates.y Hongumble Members are so familiar
with this subject that I need not go into great detail. The amount which we
caiculate as likely to be payable mext year in respect of bonuses is 1 crore.
But this, Honourable Members are well aware, is something much less
than the liability which will actually accrue during the year. The total
balance remaining in the hands of the Government from receipts from
Jash Certificates wili amount, at the close of the current year, to 353
crores, so that the provision of 1 crore represents less than 8 per cent.
on this. [ have ecarefully calculated what the full amount of the liability,
which will acorue during the next year, will be, and it comes to a
figure of 1,88 !akhs. If, therefore, we are to make full provision for this
aceruing liability, we ought to find another 88 lakhs for the purpose, and
it must he remembered that this will only cover the liability accruing
during the year and will include no provision for meeting the liability
which has already accrued. I have come to the conolusion that this
accrued liability must be regarded now as part of the Government’s debt
and that, having regard to the provision which we make annually for
reduction or avonidance of debt, the situation in regard tc this is not un.
sound. But I feel no hesitation in saying that the time has come when
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we ought to make full provision for the liability whieh, in future, will
annuallv ncerue.  ‘I'berefore, 1 have to provide for this new charge of

88 lakbs,

25. I next come to the provision for reduction or avoidance of debt.
" As Honourable Members will recollect, I stated
Reduction or Avoidsnoe of jp, my budget speech last year, that I proposed
Debt. to bring this under review in accordance with
the arrangements originally fixed and 1 promised to tske representatives
of this House into my confidence before making any change. In accord-
ance with this undertsking, I have communicated on two occasions with
the lenders of the non-official parties in the House. On the first occasion,
I asked whether they had any suggestions to make, and tc this request
T reccived no response. On the second occasion, I informed them that,
after my own consideration of the matter, I had come to the conclusion
that our arrangements in this respect were so closely connected with the
arrangements for the Railway Convention that I thought that the two
reviews ought to be undertaken concurrenily with one another. My
reason for this view is shortly as follows.

26. according to the present Counvention, the Government receive, in
addition to the refund of the actual interest
Conneotlon with Railway which the Government have themselves to pay
“Convention. on loans raised for Railway purposes, a contri-
bution, which, although it is made up of various elements, may be regard-
ed as a percentage on the capital advanced to the Railways. Looked at
in this way, it represents the distribution of even less than 1} per cent.
on the Government debt, which forms the basis of the present provision
for reduction or avoidance of debt. In fact, I think it is, on broad lines,
-correct to regard the one as balancing the other, and we shall arrive
at a truer picture of what the Government draw from the Railways if
we realise that, in fact, the (Fovernment get no profit but apply practically
all that they receive, apart from a refund of their own interest payments,
for the amortisation of their capital. When, therefore, the contribution
falls below a certain figure, the Government, if they made up their accounts
on a profit and loss basis, would actually show a net loss on the year.
This is not the occasion for me to examine the justice or otherwise of
this arrangement, but I think that what I have eaid is enough to show
that the two arrangements are closely inter-connected. I may say that,
when [ represented this close inter-connection to the leaders of the various
parties, the response, so far as I received any, appeared to me to indicate
a general agreement with my view that the two Conventions must be
considered together. I feel, moreover, most strongly, on general 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
reducticn or avoidance of debt. Anything that savours of a “‘raid’’ on a
public Binking Fund is normally,—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-
stantially untouched and to bring it under review at the time of the general
revision of finances inecluding a re-distribution of the sources of revenue
83 between the Ceniral Government and the Provinces, which must be
?) s?gtuel to the proposals of the Comstitutional revision which will shortly
‘be hefore us.
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27. 1 huve, however, thought it justifinble to introduce two small
) changes in our present system. In the first
mmpm?“mt Redemp- place, we are now regularly in receipt of
' certain annual payments on account of Repara-
tions. Thesc have hitherto been added to the provision for reductiom or
avoidunce of debt. But, on the view which I have taken above, this pro-
vision is at present adequute by iteelf, and I do not think that there is uny
justification for increasing it by the adventitious addition of Reparation
receipts. I teel the more justified in ndopting this view for the next yeur,
becuuse [ proposc nexe year, for the first time, to make adequate pro-
vision for our accruing liability in respect of cash certificates. This means
that a receipt of 82 lakhs which would otherwise have been added tu the
provision for reduction or avoidance of debt will be available for other
purposes and 1 think we may regurd it us carmarked aguinst the provision
which I am making for the Post Office cash certificates.

28. The second change which 1 am proposing ig of a minor nature.
I have found that, in regard to the sterling debt incurred since the 81st
March 1928, the rupee equivalent on which the percentage for reduction
or avoidance of debt 'is based, is satill reckoned on an exchange rate of
12. 4d. | am proposing that the conversion should be made at the present
statutory rate which is obviously the correct basis. This makes a differ-
ence of 12 lakhs. Even allowing for these two changes, the increase in
the provision for reduction br avoidance of debt is 27 lakhs, the total
amount standing at 6 crores as comparéd with 5°73 crores included in the
budget estimates for 1920.30.

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

Summ with whioch I have to deal in balancing the

ary- Budget next vear. Comparing our position

with that provided for in the budget estimates of 1920-80, I have to provide
for the following items of deterioration :

Lakh:.

Deterioration in the main Commercial Dcpartmontn Bmlwm

and Poats and Telegraphs .
Fssential new services and demands . . . . 1,46
Net addition to interest on dead-weightdebt . . . . 1,07
Bpecial provision for boans on Post Office cash certificates . BR
Increass in provision for reduction or avoidance of debt . 27
To these items must be addad the budget deficit of 1929-39_ - B0
This gives us a total of . . . . . 5,07
Against which tha net Jmpmvemont on tha main  tevepue

heads is only . . . . . b
7 here is thus & tolal gap fo ba ﬁlled of . . . . . 5,62

The problem before ue is how to fill this gup.

80. In the first place, I must make clear the principles on which 1 have
endeavoured to act this year in dealing with

Restrictions on  pew expenditure demands.’ T have set before mysel
expenditure. - two guiding rules. The first is that no mnew
administrative expenditure shall be admitted

which is not either essential or productive; the second, that whatever new
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expenditure is admitted on these grounds must be balanced by correspond-
ing economies. There must, in fact, be no net increase in the normal out-
goings of the Government. These rules have been followed in my proposals.

L.akhs
81. In stating my problems, T have shown that th:‘z gssentlgl
additions for new services an emands

Reductions efteoted. gmount t0 . . . . . .1,48

and, according to my rule just stated, this must be balanced by corres-
ponding economies. Actually, as a result of the elimination of certain
previous non-recurring items and of other variations, there is an economy

in the oivil estimates, of . . . . 62
and, on top of this, I am provldlng for a reduct:on of military expen-
diture  of 80

that is to say, t.he net rmht.ary grnnt apart from expendlture on the
Territorial Force, will be reduced from 55 crores to 54-20.

These two reductions together account for 1,42 lakhs against the new
expenditure of 1,48 and I have thus been able to comply, within a very
narrow margin, with the rule which I had set myself.

82. This is, in broad outline, a true presentation of the picture, though
I have, for the sake of brevity, omitted a mass of minor confusing details.
T might present the same picture in another way so as to provide Honour-
nble Members with a cross check on my atatement. They will find, from an
examination of the budget estimates, the following net t:{langea in the main
heada of normal outgoings:

Civil Administration

. - . +80
Other Direct Demands on the Rwanue . +3
Misoellaneous . +10
Civil Works (other than Rmul Fund) . —3
Or a total increase of 70

Against "If:loh oay bepunhu nd.uchon in M:lihry oxpendu- ”
ture o ]
88. I must, at this sta.ge. S8y 8 iew words on tl:us last item which, I
‘Military expenditure . am sure, Honourable Members will view with
i ’ considerable satisfaction. The actual arrange-
ment which I have been able to make with the Army authorities on this
subject requires special explanation. This House will recollect that, in the
course of my budget speech last year, I explained that, in order to enable
the Army to carry through their plan of re-equipment, a gprogramme had
been arranged, providing for a stabilised mmL“E budget (exclusive of the
expenditure on the Territorial Foroe) at a net figure of 55 crores for the
four years beginning 1928-20 and ending 1981-82. According to this pro-
gramme, we should have before us two more years at 55 crores, with the
prospect of a reduction at the end of that period when the programme of
re-cquipment is completed. In the budgetary proposals which I am now
presenting, we are taking advantage immediately of part of the ultimate
reduction. This is made possible because the Army authorities have
been uble to agree to spread the programme of re-equipment, which remains
to be carried out, over a period of three years instead of two. This means
that instead of getting 55 crores in each of the next two years, to be follows:
ed by & drop in the third year, they are to work on a basis of getting
54'20 crores for each of the next three years, ‘after whlnh & further sub-
stantial drop is anticipated.
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84. The net result is that, although we are not departing from the
original programme of re-equipment, we are distributing the burden in a
way which is fairer to the tax-payer of today and we are actually realising
now & substantial part of the economy which was ultimately ioped for.
I trust that Honourable Members will be gratified by this definite sign
that Army expenditure is really to be reduced.

85. I may now turn back to my main problem. The two items of
savings to which I have referred amounted to 1,42 lakhs. This reduces the
gap of 5,52 lakhs, which I have to find funds to fill, to 4,10 lakhs. This
can only be done by finding new sources of revenue and it is to my plan

for achieving this purpose that I must now turn.

Budget Proposals.

86. The sum required is substantial and the provision of funds to meet
it has been, as Honourable Members will readily recognise, a matter for
prolonged and anxious thought. I believe, however, that it can be found
by measures which not only will not impose an oppressive burden on any

ass, but will, in their indirect results, actually stimulate the country’s
economic development. The measures which shall propose include
changes—reductions as well as increases—in the customs duties affecting
rice, cotton piece-goods, kerosene, sugar and silver, supplemented by a
small change in the income-tax.

37. I will start with a proposal for reduction of duty. I am proposing—
and I feel sure that the House will welcome this
proposal—a reduction in the export duty om rice
by one-quarter, that is to say, from three annas
s maund {0 two annes three pies s maund.

There has been, as the House knows, a world-wide fali in the price of rice
snd the present time is therefore opportune for giving some m to the
cultivator in Burma who has been a sufferer from this fall in prices. My
proposal will remove the disparity, which at present exists, between our
export duty on rice and that imposed by Siam, one of Burma's principeal
competitors in the trade. This proposal will cost us 80 lakhs; a larger
sacrifice of revenue from this source ocould not, in present circumsiances,
be justified. Although Burma which is mainly interested, is far from us, I
hope that this plan will commend itself to the House and be regarded both
a» an act of justice and a step in the right direction. 1t means, however,
that the gap which I have to fill is increased to 4,40 lakhs.

Reduction in export
duty on rioe. .

88. 1 must now explain my propossls for raising the necessary new
revenue, and I will make a start with the most

Ipcrease in import difficult question which we have had to cun-
daly on cotton piece-  gider—the cotton duties. Here two motives.
goods. come into play—first, the provision of revenue;
second, assistance to the Indian cotton mill industry. Our line of action
must take into account both these motives, and though I, as Finance-
Member, am not directly concerned with the second, which properly falls
within the province of rr:LHonoursble Colleague, the Commerce Member,
it has been decided by Government of India that I should take this-
opportunity to snnounce the whole of the Government’s proposals.
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89. Action taken for the provision of revenue is o straight-forward

. o _ matter, but the consideration of protective mea-
"{""ﬂ:t"i‘\"‘:';f“""‘;ﬂ"d in sures raises much more serious difficulties.
P ' Let me state, as briefly as I can, how these diffi-
oulties have appeared to us.
40. There is, of course, at the outset, the obvious problem of reconciling
the interests of producer and consumer. Measures of protection must be so

designed as to be effective for their purpose with the minimum interference
as regurds 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 protection 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 the
mill-owners claims a measure of protection greatly in excess of anything
recommended by the Tariff Board. In these circumstances, g further
enquiry might reasonably be considered desirable. But, as against this
we dre told (amd T is a fact which we cannot dispute) that the case is
urgent, and that, if action is to be effective, it ought not to be delayed.

42. In the second place, the conditions affecting the industry are not
identical throughout India. Bombay ie at once the most important centre
of the cotton mill industry, and the centre more seriously menaced
by foreign competition. At other centres, the average profits ol
t_fre mills are nowhere high in relation to the capital invested in them, but
throughout the world the industry is passing through a period of depression,
and low profits are not a valid ground for special assistance.

48. In the third place, as was pointed out by the Tariff Board, the
increasing competition from the up-country mills is one of the most im-
portant factors contributing to the depression in Bombay. Therefore,
whatever measure of assistance is accorded to the industry as a whole, it
is likely to be ineffective in ensuring permanent recovery to Bombay,
unless the industry there seizes the opportunity afforded by that assistance
to reorganise itself and increase its efficiency.

44. Moreover, there is another aspect of this question in which the
public and the Government are greatly interested. Bombay has been the
scene, during the last two vears, of a prolonged and exhausting struggle
between capital and labour. Without pronouncing judgment on either side
or anticipating the views which may be expressed by the Royal Commission
on Labour which is now sitting, it is fair to say that there can be no per-
manent restoration of prosperity to the Bombay industry unless the rela-
tions between labour and capital can be improved and all the conditions
affecting labour brought up to a higher standard. These two considera-
tions have, in the present case, a special significance, for, Government are
being asked to take emergency measures, not to protect an industry in
the early stages of its development until it can find ite feet, but rather
to save an industry (or, more accurately, one important section of it)
which is suffering from a special deterioration or atrophy.

45. Although the report of the Fiscal Commission admite that protec-
tive measures are justifiable in such circumstances, the Government feel
that emergency action, not immediately preceded by a Tariff Board
enquiry, ought to be taken only if it can be shown that inaction might
inflict grave injury on the national welfare. They feel also that, if such
emergenoy action is taken, a special responsibility far more serious than
any that exists when the protection of an infant industry is in question,
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rests upon them, us trustees for the public, to tuke uall possible steps to
onsure that the assistance given will be utilised to the full. In such cases,
it might sometimes be possible to make the adoption of protective
meansures conditional on effective reorganisation by the industry itself.
But here the urgency of the situation creates a specinl difficulty. 1f action
is to be effective, it must be immediate, and if the Government were to
insist on certain steps being taken as a condition precedent to any measures
of assistance to the industry, these measures might come too late. Never-
theless, this aspect of the matter cannot be ignored and 1 shall refer to it
again. '

46. I think that. in these remarks. 1 have sketched, in broad outline,
the main framework of the problem which concerns us.

47. The conclusions which we reafcho‘i fall under two heads; first, that,
in view of the revenue position, a general in-
Conelast ms reached. crease in the revenue duty from 11 per cent.
to 15 per cent. was justified, secondly, that while this increase in revenue
duty must have an important protective effect, it might be justifiable to
supplement it by some special protective measures, provided that,” having
regard to the special circumstapces to which I have called attention, such
measures were limited in duration, and also limited to purposes nece
to meet the immediate needs of Bombay. In fact, it would not be justi-
tiable at this juncture, as regards protective measures, to attempt more
than to erect a temporary shelter under which the Bombay industry can
reorganige itselzf, and ’;fter a reasonable period, for this purpose,_ it will he
necessary to have a Tariff, enquiry. to copsider future icy, and,
in particular, how the Bombay industry has reacted to thgﬂissiatnnoe
given, ’

48. 1 refer again later to the precise significance of this purpose, but,
at this stage in my account, I must turn to one aspect of the matter on
which I have not yet touched. 1t is, of course, too well known to need
remark that, in all public comments on policy as regards cotton duties,
the possible reactions on British interests are always prominently men-
tioned, and that we as a Government are often suspected of undue solici-
tude on this account. Having regard to the long and troubled history
of the cotton duties in India, and to the public interest in the matter,
it has been our desire to put before this House as full and frank a state-
ment a8 possible. Let me wmake it clear at the outset that the fiscal
autonomy convention is a reality, and that decisions on matters of this
kind are left to the Government of India, and it is on this basis that our
deliberations have proceeded throughout. But, in the final stages, there
has been addressed to us a communication, not by the Secretary of State,
but by His Majesty’s Government, to reconsider the position.

49. In this message, His Majesty’s Government asked us to take into
account both the reactions of our proposals in

Message by His Majesty’s Ipdia and their serious eflects in England, effects
Government. which they felt sure that neither we nor the
Legislature would desire to create. To this we replied that, though we
were deeply impressed by a message of this nature, we nevertheless felt
bound -to adhere to our main proposals. We pointed out the following
considerstions: first, that we needed revenue; secondly, that oustoms is
our chisf source of revenue; thirdly, the duty on eotton piece-goods now
atood helow the level of the general revenue tariff; fourthly, Tndian
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industry was suffering from a deep depression and the Bombay mills were
approaching a desperate position which might affect the whole future of this
important 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 same time, we
realised how important it was to India, from the political point of view,
to take account of British opinion, and that, quite apart from this, we were
of course concerned at this time to avoid umneceesary injury to British
interests. We stated that, after careful consideration, we had decided
that we could not modify the general application of the 15 per cent.
revenue duty, but that we should be prepured to propose to the Assembly
that, as regards any additional and temporary protective measures, their
application might be limited to non-British goods, and that, in these cir-
cumstances, there should be imposed, in addition to the 15 per cent.

Temporary protective revenue duty, a 5 per cent. protective duty
measures, with a minimum of 8§ annas per lb. on plain
grey goods, against all cotton piece-goods from outside the United Kingdom,
this protective duty to be in force for three years only, i

ing
to be that we shoulg haye its effects examined b e Tariff Board
beforg the g{ga of thig pepiod. 7

80. We explained that, in placing this proposal before the Assembly

we should point out that, so far ae we are

Signifieant precectent. aware, this is the first occasion on which the

vonsidered opinion of the Cabinet has been conveyed in this form to the

Government of India and that we were impressed by the significance of
the precedents so establishied.

51. We informed His Majesty's Government that it would not be right
g for us to ask the Assembly to commit them-
Dedcision to rest with As.- gelves to Imperial Preference as a principle, but
sembly. merely to adopt a particular course which, in
our judgment, was consistent with India's interests at a critical juncture
when much might depend on India's response to the British Government’s
nppeal. We also stated that we shou'd have to make it plain to the
Assembly that, while there were grounds for treating plain grey goods
specially, we could not, in any circumstances, agree, for the emergency
purpose which wo had in view, to an additional protective duty of 5 per
ccnt. on a'l classes of piece-goods irrespective of country of origin, since
the immedinte benefit to the Indian producer would be wholly incommen-
surate with the burden imposed on thd Indian consumer. Finally, we
made it clear that, in a matter of this kind, after frankly s‘t.atini‘:nur con-
clusions, we should desire to put our carefully considered views before the
Legislative Assembly with whom the final decision must rest.

52. That is how the matter stands, and it is on this basis_that_our

proposals ?nmmm:nd. T have thought Tt Tight, frankly to put the
= before Honourable Membeérs in this way. Indeed, whatever our

proposals had been, we could have consented to no other course, for.wa
feo] that it is essentin]. at this transitional stage of the wonstitution,
that there should be full confidence, wherever possible, between the Govern-
went and the Legis'aturo. There Are certain points with reference to
what hag passed betwesn ourselves and the British Government, and to

the attitude which we adopted, on which I desire to give a further expla-
mtion, L ' '
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58. We felt, in fact, that this method of approsch from the British
Fiscal sutonomy couven- Government bad a special significance. It
tion. affords striking evidence t.hah__jhgmﬁ&cal auto-
Romy tion has become an iutegral partof.the-eonatitutiop, and virut,
oven when British interests are most profoundly affected by tar.ff changes
in India, the injervention of the British Government is restricted to re-
presentation and appeal. Complete freedom was accorded to the Govern-
ment of India to take the final decision in whatever manner they thought
right for India. It appeared to us that, subject to our paramount duty
of considering Indian interests first, no Government of India could ignore
such an appeal, for, to any statesmanlike view, it must be clear that 1ndia
must be vitallv interested in maintaining a spirit of co-operation with Great
Britain. We felt, moreover, on every ground, that no memb:r of any
Government of India, be he British or Indian, would desire to introduce
measures likely to inflict serious injury on British interests unless such
measures were necessary for India’s own development.

54. It is, of course, obvious that these proposals will evoke very con-
siderable comment and will be subjected to the closest and most critical
scrutiny. This we shall welcome, but I would, at the same time, appeal
to all Honourable Members to exercise this scrutiny in a calm and judicial
gpirit before they pronounce any final judgment. It is for them to con-
sider whether they can aocept what I have indicated as the guiding prin-
ciples underlying our proposals, and whether these proposals do, in fact,
meet India’s immediate needs, while being, at 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 ordinary times, might be held decisive,
for the times are not ordinary. Within a few months, the representatives
of India will meet the rep;-eslent-atives okareat Britain to discuss, in the

: ullest and frankest way, the future of this great

Wider considerations. country, and much must depend on the spirit
in which they meet. I would ask Honourable Memberg to give full thought
to the grave importance of these wider considerations. It is obvious that
any gesture of friendship which India can spontaneously and without com-
pulsion make to the British Government in their own present grave indus-
trial troubles, is bound to strike a responmsive 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’s needs than any other scheme
we could put forward, and I must explain shortly our reasons for thinking
s0.

55. In the first place, what we are aiming at in our present measures,
is not to settle the policy as regards protection of the cotton industry for
the distant future. We are concerned only with providing a temporary
shelter under which the industry, especially in Bombay, may firmly estab-
lish its position in respect of the business for which it is already equipped.
Our measures are energency measures designed to take immediate effecs,
to give immedinte relief, and an immediate stimulus, so that the Bombay
industry mav reorganise itself and start again with restored health and &
new lease of life on its normal course of development,

56. There in therefore no relevancy for our present purpose in conten-
tions that. taking a long view, the Bombay industry requires to orgenise
itself for the manufacture of the finer goods, and that our present proposals
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will not help in this direction. Whether such a view is right or not, it
rould not be translated into the immediate effect which is so necessary.
It must, in fact, take many years before the local industry could organise
itself to undertake the manufacture of the finer qualities of goods. Inci-
dentally, I may point out that the raising of the import duty from 11 per
cent. to 15 per cent. will give very considerable help in this direction; but
that is outside the purpose of the emergency measures.

57. Looked at from this point of view, it has appeared to us that our
proposals do exactly mcet the needs of the case. The imposition, in addi-
tion to the increase in the normal duty, of a special additional protective
duty agninst non-British goods, of a 5 per cent. all-round surcharge, com-
bined with the minimum of 8} annas per lb. on plain grey goods, must
operate effectively in just that portion of the field where competition is
most severely felt. A study of the statistics makes it abundantly clear
that it is not competition from British goods which is now being severely
felt, nor has Bombay lost any business recently as = result of such com-
petition.

58. In the second place, 1 must, on behalf of the Government of India,
make it clear that we could not feel justified in imposing for revenue pur-
poses a higher duty than 15 per cent. and that, so fur as the protective
measures are cconcerned, it is only if their scope is limited, in the way
that we propose, that we could agree to carry them so far. As I pointed

Iuterests of conswmes. out at the outset, we cannot disregard the

’ interests of the comsumer and it is contrary to
all sound principles to impose a protective duty, putting s heavy burden
on the consumer, if the benefit to the producer must be small or negligible.
For the period covered by the purpose of our emergency measures, the pro-
duction in India of those classes of goods which form the great bulk of
the imports from the United Kingdom, must be very small, and, therefore,
an additional 5 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 which the pro-
tective duties will apply, internal competition will increasingly tend to
restrict any effect on the interests of the consumer. On these grounds,
wa hold that our proposals combine the maximum benefit to the industry
with the minimum burden on the consumer,

59. I need not elaborate the further arguments which have been dealt

with in our telegram, but I must, before leaving

Re-evamination by Tarif! thig part of the subject, emphasise again one
rd. vital point which we have made. We
do not, and in fact, we could not, ask this Assembly to com-
it themsclves, at this stage, to accepting the princinle of Im-
perial Preference. We ask them to regard this proposal merely as
a special measure designed tq meet the immediat:e'emergency. At is,

acting_ip. thi e e ctive duties
all be i ori » at

venient dngg hefore the termination q

whola position_of the ind ustry, shall |

enquiry.
0. Lost it may be argued that such an enquiry should have preceded

our proposals, T must explain that we gave our careful consideration to

this point and decided that, quite apart from the urgemcy of the n:e’d for




1182 LEGISLATIVE ASSEMBLY. (28t Fes. 1980,

[Bir George Schuster. ]

action, a further investigation by the Tariff Board at the present 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 disputes
of 1928 and 1929, it is more than doubtful whether any material for investi-
gation, beyond that available to the Tarif Board of 1928, exists. Again,
conditions in the Bombay mill industry have, since 1926, been examined
by the Tariff Board, the Fuwcett Committee, and the Pearson 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
enquiry by the Tariff Board will come when some progress in reorganisation
and rationalisation has been made by the industry in Bombay, and the
prospects of ultimate success or failure of the industry can be assessed.

61. There is one more point left for me to deal with in conclusion. 1
) . have already referred to the special duty which
Usc of assietance by mill-  the Government feel to be imposed upon them
owners. in this case to satisfy themselves that effective
use will be made of the assistamce given, and that attention should be
directed particularly to the improvement of labour conditions. We recog-
nise that the uitimate failure or success of the mill industry in Bombay
must depend ensirely upon the extent to which the millowners utilise the
present opportunity in order to improve their efficiency and labour condi-
tions, and that, if full use is not made of this opportunity, the position
of the industry may be no better at the expiry of the pericd of three years
than it is to-day. @ We have already addressed the Bombay Millowners’
Association on this subject and have impressed upon them the urgent
necessity of working out schemes which may re-establish the industry on
a firm basis.  Although it has not heen possible for us to lay down the
lines on which the reorganisation should proceed, or to prescribe the
particular measures which should 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 devised whereby 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 Association all
the assistance in our. power in order to ensure that the examination of
the various problems may be thorough and adequate, and that it may be
carried out with the aid of the best expert advice available whether in-
India or in other countries. Apart from technical assistance. it seems
clear that some drastic financial reorganisation and some rationalisation
of the methods of manufacture is necessary if the Bombay industry is
to be put on a permaneunt foundation of prosperity. On this subjeet T
cannot at present say more than this—that we are prepared to examine
what is required in this direction and toeconsider whether any form of
Government intervention is possible or appropriate. This aspect of the
problem is one of great difficulty and J do not propose to lengthen my
specoh by enlarging further upon it at this stage.

62. T would add, in conclusion, that, although I have spoken chiefly

of Bombay, we have also the other industry

- Hand-loom induatry. of India in view and we particularly hope that

the measures which we propose will be of real benefit. to the hand-loom
indugsry throughout the country-side.
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63. We estimate that the net increase in revenue from our proposals,

Inoconse ia allowing in full for the protective effect, will
ase I revenu>. be 1,25 lakhs. The proposal to increase the
revenue duty will be included in the Finance Bill, while a special Bill
will be introduced by my Honourable Colleague, the Commerce Member,
containing the protective proposals.

064, My next proposal is to increase the excise duty on kerosene from
Increase in exoise and ro- 1 80Na to 1 anna 6 pies per gallon, coupled
duction in import duty on with a reduction in the import duty from 2}
kerosene. annas to 2 annas 8 pies. This combined pro-
posal is expected to give us an extra 35 lakhs. At present, there is a
diffcrence of 1§ annus per gallon between the excise duty and the import
duty on kerosene and the effect of the proposal mnow made will be to
reduce that difference by one-half. In framing our proposals regarding
kerosene in this form, we have kept iwo objects in mind: first and
principally, we have desired, simultaneously with getting more revenue,
to make a change which should, at the least, ensure that the price of
ordinary kerosene to the consumer is not increased, while secondly, we
have felt that prudence and justice demanded that we should not make
too sudden and drastic a change in the conditions of the indigenous
industry, having regard particularly to the position of the smaller com-
ponies. Moreover, too drastic a change might hamper further develop-
ment. In reducing the margin by one-half we have thought that we have
gone as far as it would be wise to go, at least as a first step. It means
that the marginal duty in favour of the indigenous industry will be reduced
from about 183 per cent. to 9§ per cent.

.85. The next proposal which I have to mention is an all-round increase, -
Increase in import duty in the import duty on sugar, of Rs. 1} per cwt.
on sugar. I am not proposing any change in the existing
classifieation, so that the effect of the proposal will be that sugar of 23
Dutch Standard and above, which at present pays duty at the rate of
Rs. 4} per cwt., will pay duty at Re. 8 per owt.; sugsr below 28 Dutch
Standard but not inferior to 8 Dutch Standard will pay at Rs. 5§ per
owt., instend of at Re. 4, and sugar below 8.Dutch Standard and sugsr
candy, which at present pay at 25 per cent. ad valorem, will be subject
to a composite duty of 25 per cent. ad nalorem plus Rs. 1§ per cent. Th-
duty on these lower grade sugars has, it is true, little significance for the
revenue, since imports are at present very smal!, but it js desirable to keep
& due correspondence between the differcnt grades in order to prevent the
substitution of lower for higher grade sugnrs. Molaseses, which ig Jdutiable ab
25 per cent. ad valorem, will remain rubject to duty at that rate and will be
tronted separate’y from sugar, since ite use is mainly as & raw material for
industries and, in fact, a Tariffl Board ¢nquiry as regards its treatinent as a
row material used in the manufacture of denatured spirit, is already in
progress. . ‘
66. The increased duty on sugar shoul(_l yield 1,80 lukhs ;'but,- in
estimating its effect upon the consumer it is necessary to bear in mind
that the world price of sugar is exceptionally low. The average lnnde.d
cost of sugar in Indis from April to December last was no more than Rs. 86
per cwt., wherens the average for the previous six years has be«}eln-
Rs. 12:25 per ewt., a difference of about Rs. 8} as pompared with the
proposed increase of Re. 1. Thus, even the comparatively large increase
now proposed should not at present be seriously felt by the consumer.



1184 LEGISLATIVE ASSEMBLY, [28rx Fes. 1980.

[Bir George Schuster. ]

Ultimately it may,—and probably must,—have some protestive signifi-
cance; but, for the present, it must be regardsd primarily as a revenue-pro-
ducing measure. 1 would, however, remind Honourable Members that
an increase in the production of sugar is one of the most valuable oppor-
tunities available for improving India’s agricultural production, and that,
with this possibility in view, we are proposing a special grant this year
of 10 lakhs (to be continued, if necessary, in subsequent years) for the
encouragement of sugat research and sugar production. These two pro-
posals 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 which we now propose, are in force in most European
countries. What we are now proposing amounts to a duty of 9s. per owt.
The present import. duty on sugar elsewhere is as follows:

.. d.
England .. .. .. 18
U.B. A, .. .. .2 10 3
Germany .o . 12 7
Franoe .o .. . 8 ¢
Austris . .e . 12 O
Australia .e .o .o 9 4

*  67. 1 next propose to obtain an additional 70 lakhs by a small change

Inecrease in income-tax In the rates of income-tax and r-tax. 1
snd super-tax. hope that the House will agree that, when we
are soeking new sources of revenue, it should not all be raised by indirect
taxation, but that some direct taxation is justified so that the burden
may be equitably spresd. At the same time, I recognise that this is
pot a suitable period for imposing any heavy additional burdens which
would be felt in industry or commercial enterprise. Our proposal, there-
fore, is that, on personal incomes of Tis. 15,000 and upward, the income-
tax rates shall be raised by 1 pie in the rupee, and a corresponding increase
shall be made in the super-tax in all grades, other than the flat rate of
super-tax on companies. The additional yield from income-tax is esti-
mated at 56 lakhs and that from super-tax at 14 lakhs. It has been
brought to my notiece that, owing to tertain features of our income-tax
system—particularly the deduction of tax at source, an alteration in the
rates might, in certain cases, be taken into account twice in the first year
when a change in rates is made. I shall see that the necessary stepe

are taken to avoid this result. .

68. In referring to income-tax, I wish to mention some other changes
which T hope shortly to bring under consideration. If the normal economic
progress of India is maintained 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 start in introdueing the principle of
allowing business losses incurred in any one year to be carried forward to
the next year. I also hope to be able to remove the present double
super-tax on companies, so far as that affects genuine trust and finance
companies. Both these changes ought to be geneﬁcial to ‘the progress
of business enterprise, and it will be my settled purposc so to regulate
taxation as to remove, when opportunity offers, any imposte which msay
"be said to have a hampering eflect on such enterprise.
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69. The total yield of the taxes which I have now mentioned amounts
to 4,10 lakhs, go that I am still left with' 80 lakhs to find. I consider,
however, in the special circumstances now prevailing, that it is on every
ground desirable to have spme margin of safety, taking into account the
uncertain prospects which we have before us, and taking into account
also the paramount importance, to which I have already referred, of im-
proving 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-

- troduce the import duty of 4 annas per ounge

Irport duty cn silver. on silver. I have, however, purpogely kept this

proposul till the end, for, in putting it before the House, I want to make

quite eclear certain conditions which will, I think, gencrally commend them-
selves to the public.

71. An import duty on silver is a familiar feature in the history of
Indian fiscal policy. Prior to 1910, silver bullion and coin other than coin
of the Government of India, were included in the general tariff schedule
of articles liable to an import duty of 5 per cent. ad valorem, and in that
yeur, the rate was raised to 4 annas per ounce. During the war, the
import of silver was prohibited, and after the war, in pursuance of the
recommendation of the Babington-Bmith Committee, the duty was
removed at the same time as the prohibition of import. The Committee
advocated the removal of duty mainly on account of the strong feeling in
Indin that it was an obstacle to the establishment of a world market for
silver 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 circuinstances are different voday. It
is proposed to meet the former obﬁction by allowing a full rebate of the
duty on re-export of any silver which has been imported and has paid
duty. As to the latter objection, we feel now that there is a strong
counterbalancing advantage in taking a step which will have the immediate
effeot of improving the 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 another important new factor in the
situntion, in that the Government, owing to their possession of surplus
stocks of rilver and the erection of the new refinery at Bombay,
have pot into the position of being themselves important ‘‘producers’ of
silver. Our proposal, thercfore, has the new incidental advantage of pro-
viding Government with a protected market for their own produce.
Having said as much as this, however, I must say more in order to avoid
the creation of any misunders{anding. I feel that it is important that the
masses of India, who invest so large an amount of money in silver should
renlise that silver is only an ordinary commodity, liable to fluctuations
in price, just as other commodities are. It has no sacred properties
‘which make it immune from these vicissitudes, and although the Govern-
ment, in taking these mecasures, have in mind, as one of the main a_dvan-
tages, an improvement in the internal value of silver, we should, in the
long run, be doing a very poor service to the population of India if we
sllowed it to be supposed that tho Government have the power definitely
to maintain prices at a particular level. It 1s far better that the people
should generally appreciate the realities of the situation in this respect.
At the same time, the Government do recognise the importance of the
inierests involved owing to the position of silver in India, as, in some
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respects, a store of value and while they must, as holders of a surplus
Sales commodity which thcy desire to sell, reserve
] of silver. freedom of action, I am prepared to assure
this Assembly that, in exercising that discretion, the Government will not
go to the market unless they are ndvised that as in the past, the market
will not be appreciably affected by their operations.

78. 1f there is any danger of the world’s production of silver exceeding
the consuming capacity of all markets, then, of course, there must be
tendency to falling prices. Only the combined action of producers and
holders can prevent this. The Government of India, holding as they do
surplus stocks, which, in the public interest they comsider that they ought
to realise, cannot fairly be asked to do more than other producers; but
I am prepared, on behalf of the Government of Indis as important holders
or producers, to say that, if the other interests concerned show any desire
to consider the possibility of joint action for the regulating of sales in
order to meet the world's demand, the Government of India would willing-
ly co-operate. Further than this we cannot in the public interest go, but
what I have said amounts to a carefully considered and important pro-
posal, and it is for the other producing interests to consider if they will
make any response. In the meanwhile, I think I may say with confidence
that, at the present level of prices, the imposition of the duty which we

propose is not likely to have any serious effcet on the comsumption of
silver in India.

74. While our reasons for imposing the duty are, as I have explained,
of a special nature, I am also prepared to say that special circumstances
will govern our intentions as to the disposal of the revenue produced. We
must, a8 I made clear, regard the proceeds primarily, at the present stage,
as o reinforcement of the general financial position of the Government;
but, if our estimates as regards the other heads of revenue are realised,
and there is a surplus resulting from the imposition of the silver duty,

. . then I am prepared to say that we have a very

A "““""‘ of d‘“"P’“" il gpecial purpose in mind for the application of
any, from silver duty. that surplus. We regard this duty, principally
in fact, as a measure which will give us a margin of revenue from whic
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
nation-building services. Though it will not be for the Central Govern-
ment to dictate to the provinces how such contributions should be applied,
there will be an opportunity for discussing this matter when the whole
distribution of the sources of revenue is considered, and I think I can
say with confidence that additional funds are chiefly required by the pro-
vinces for such purposes as economic and® agricultural dc¢velopment and
primary education. If, pending the further allocation of revenue to the
provinces which I have in view, any surplus is actually realised, then, of
course, any proposal for its expenditure will be submitted ta this Assembly.

75. 1t is on these grounds that I have stated that our proposals in
regard to the silver duty must be regarded in a very special light. We
propose to include, in our budget figures, a rcvenue of 1 crore, as a con-
servative estimate.

76. On this assumption, our budget estimates provide for a surplus of
70 lakhs of revenue over expenditure. As the

Final result. _budget proposals other than those relating to
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income-tax and super-tax will have offect forthwith, the current year's
revenues will also benefit to the extent of 85 lakhs, which amount accord-
ingly appears as a revenue surplus in the revised estimates.

Review orF Bupger ProrosaLs.

77. It is of course obvious to me that these proposals will be subjected

to the most searching scrutiny, and the ques-

“i’;‘“ﬁ“w’n for ncw tax- tion which will be asked on all sides is whether

e there is any justification for imposing so heavy
an additional burden of taxation.

78. Before this question is put, I would ask Honourable Members to
pause and consider carefully what item of taxation in my proposals does
not offer at least some indirect advantages. I venture to say that, with
perhaps the sole exception of the income-tax proposals, such advantages
will be found. But that is not by itself a sufficient answer, and it is
necessary to examine the position further, and attempt to frame some

. interpretation of the symptoms of the present

ml' present conditfon per- financigl conditions. For, if the short-fall of

anent ? .

revenuc is merely the result of temporary

combination of abnormal circumstances, then one must hesitate

tc impose the full corresponding, burden of permanent taxation,

ond it might 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,
before it is too late, a sound foundation.

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

80. As to expenditure, I have already drawn the distinction between

Growth of diture actual administrative outgoings on the one
expanditure. hand, and, on the other, such items as interest

on debt and those provisions which do not represent actual outgoings in
cash, but which are required, on principles of sound finance, .as reserves:
against estabiished or accruing liabilities. I will deal first with administra-
tive expenditure. In regard to this I have, during the past year, in accord-
ance with an undertaking which I gave to the Assembly in my last budget
speech, conducted in the Finance Department a close scrutiny and survey
of the growth of expenditure during the past five years. Reports have
been prepared for each Department and these have been circulated to
members of the Standing Finance Committee. A good deal remains to
be done in the way of completing the details of this Enquiry, but I
have gone far cnough to come to the conclusion ihat, for variousﬁrensons,
. we cannot count on being able to find any
Provisional conelusion. substantial margin for recllx:l%tinn in the cost of
the civil administration of the Central 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 expenditure, does not, in my opinion, afford
any substantial ground for postponing the imposition of taxation 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 scale of expenditure
must be abandoned. It has, in fact, been decided by Government—and
the proposal has recently been reported by me to the Standing Finance
Committee—to appoint an officer on special duty to continue the examina.
tion in further detail. It is, in my opinion,
necessary to carry out a very close detailed in-
vestigation of the causes which have led in the past, and are still leading,
to a steady increase in expenditure. Those Members of this Assembly who
have sat with me on the Standing Finance Committee are fully aware of
the difficulties in this matter. Applications are made in a particular case
for improvement of conditions of pay in particular offices. A good case
is made out and the improvement, involving perhaps by itself only o
moderate increase in expenditure, is approved. But one move leads to
another and it is inevitably found that other sections of Government staff,
claiming to be working in similar conditions, again press that a similar
improvement shall be accorded to them. These claims are diffieult to
resigt, and, moreover, it must be remembered that the control does not lie
entirely in the hands of the Ceéntral Government. It often happens that
a particular claim is pressed in order to afford to members of some branch
of a Central Government Department, conditions equally favourasble 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 come for a comprehensive review of the whole situation, so that we
may ascertain what claims on these grounds are likely to be pressed in’
future and that we may, if possible, fix, in consultation with the Loocal
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 at the time when they were granted.
These put upont us definite and unavoidable commitments, and I have
already indicated that the normal rate of increase under this heading
amounts to something like 25 lakhs per annum.

81. It is important that we should know where we stand in this matter
and also when it is likely that the peak of this increase will be reached
and what the figure of Government expenditure at that point will be. It
is this kind of question which justifies the special appointment to which
I have referred, for, the time is coming when, as part of the constitutional
reforms which we shall have to consider, it will be necessary to re-arrange
the distribution of heads of revenue between the Central Government and
the Provincial Governments. When that time comes, it is essential that
we ghould be able to assess, with some accurncy, what our own future
commitments are likely to be.

82. These remarks cover one kind of growth in expenditure. But I
Possibilities of retrerch- Shall be asked whether, even admitting that
ment. this kind of growth is inevitable, it is not pos-
sible to make larde cuts in the number of appointments 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
should be deceiving this Assembly if I were to hold out any expectation
of large economies in this direction. I doubt whether it is adequately
realised to what an extent the gradual development of the present form
of constitution is placing increased work on the shoulders of the officials

Further investigation,
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of the Central Government, and I do not think it is an exaggeration to say
that there is not a single Department of the Government of India in which
those occupying the higher appointments are not at present overworked.
Indeed, I think it far more likely that, as representative institutions grow
and sessions of the Legislative Assembly become longer, it will be necessary
to divide up some of the existing Departments and create new appoint-
ments for their representation 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
aocessory services were largely cut down, particularly Scientific Depart-
ments and such minor departments as the Statistical Branch. My reply
to such a question would again be that, unfortunately, it is only too likely
that the move will be in the other direction. We are, in fact, at present
faced with the need for meeting the demands of a large number of new
services, Honourable Members are only too familiar with some of these.
The development 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; the latter is necessary unless
India is to lose her place among the civilised nations of the world. More-
over, jt 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 least, the economy has not been worth the sacrifice. In advancing thic
opinion, I have particularly in mind the Statistical Branch; and there, as
some Honourable Members know, we have, in response to a far-seeing
demand which has been pressed by various influential Members of this
‘House, started on a course which will, I hope, provide those statistics for
the gauging of the country’s economic conditions which it se 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 Gowernment should take upon themselves the responsibility of
giving a lead and assistance to the Provincial Governments. This is &
desire with which I most heartily sympathise, and it would, in my opinion,
be falso economy to resist it.

84. Lastly, I would impress on Honourable Members one consideration
which has been brought before me very vividly in the course of my work
in the Finance Department. The Central Government are directly respon-
sible for the administration of certain areas, and I am afraid that one
cannot resist the conclusion that the standard of services provided for in
those ameas, has, in many respects, been allowed to fall behind that pre-
vailing in the neighbouring areas under Provincial Administrations. This
is not o state of affairs which tho Central Government can view with
equanimity, and I feel ccnvinced that there are considerable arrvears to be
made up in this direction.

85. For all these reasons, I have myself regretfully come to the con-
clusion, which I have already stated, namely, that, however energetically
and Tuthlessly the search for economies is carried out,—and I shall myself
welcome any measures for the conduct of such a search,—there is not
room for any substantial reduction in the civil expenditure of the Central
Government. '
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86. If I turn now to those other kinds of expenditure to which I hava
Debt Services referred, namely, those measures for the support
) of sound financial principles and the provision
of adequate reserves against our obligations, I could mot honestly put
before this Assembly proposals kss adequate than those which I have
framed. It is, in my view, of vital importance that, at this stage In
India’s constitutional development, when we stand at the threshold of &
now constitutional advance, nothing should be done which would suggest
to the outside world that India’s credit will be less carefully preserved in
the future than in the past. India must be above suspicion in this respect,
and in the end, 1 am convinced that this will prove sound economy and,
by immproving the country’s credit, help materially to reduce the burden of

interest which it will have to pay.

87. If I turn now to the revenue side of the picture,—the second of the
- two aspects which need examination,—it may
Revenue position. be said that the estimates which I have pre-
sented, do imply, first. the expectation of a set-back in the tax revenue,
or, rather & halt in the normal rate of its growth as evidenced in the re-
sults of the last seven years, and, secondly, a very decided worsening in
the position of the Commerecial Departinents of the Railways and Posts
and Telegraphs. 1 am prepared to admit that it is quite argusble that,
on the revenue side, the picture which I em presenting, is abnormal and
likely to be improved in future years. But, for many reasons, I feel sure
that it will be unwise to allow such an argument to prevent the imtroduc-
tion of new taxes sufficicnt to meet ‘he situation as I have to present it
today.
88. I have mauy reasons for this conclusion, some of which I may
Neoessity for fresh taxa- state shortly as follows. In the first place,
ton. - ., some of our present sources of revenue are
likely to disappear, and, in the case of others, reductions may become
desirable. The following special oases may be quoted: As regards opium,
we are already committed to the disappearance of this revenue after 1985,
and it is essential to find new sources of revenue to replace it. As regards
the export duty on rice, I have already indicated in my proposals for this
vear that this, at its present level. may be a burden on the proper
economic life of the country ond further reduetions may become desirable.
1t is possible that 2conomiz conditions may slter the justitication for other
forms of export duties as, for example, on jute; while, ns regards income-
tax, if again we put first the need for removing burdens which hamper
the economic development of the country, I rhould myself welcome the
opportunity of being able to introduce certain changes, as, for example,
the introduction of provisions for allowing trading losses to be carried for-
ward beyond the vear in which they have occurred and the abolition of.
double super-tax on holding companies. Again, new needs for expenditure
are constantly likely to press upon us and I have already referred to some
of the new services which are now being developed.

89. Yet another consideration is this, We have, in my opinion, been,
working, in the past three years, with a danger-
ously low margin. In a country like India,
subject to great risks of loss of revenue from failure of rains or from floods,
it is desirable to have some margin of revenue over expenditure from which
a reserve can be built up in reasonably good years. Memories are short,’

Larger margin necessary.
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and although the last two monsoong have, in places, been unfavourable,
it is many years since India has suffered from a rea! failure of the monsoon.

90. The last consideration to which I have tu call aitention, is one
which bears most weight in m{K own mind. We have got to prepare for
the probability—indeed, I think I may say, the certainty—that the next
stage in conmstitutional development will need provision of more money

Needs of th . for the provinces and that, in some form or
of the provinces. other, the Central Government must be pre-
pared to relinquish part of its own sources.of revenue. After all, it is in
the hands of the Provincial Governments that the real nation-building ser-
viceg lie, and the two great needs for India are agricultural development
and, ar 2 necessary condition of its success, the increase of a really effective
form of primary education. Of all the tusks, the responsibility for which
my present coffice lays upon me, that which I take most seriously is the
duty of finding revenue in order that those provinces, which are at pre-:
sent handicapped by financial difficulties, may make a great start forward
in developing the services which the country really needs. I believe that,
in the new taxes which 1 have proposed, I have cpened the way, if things
go well, without putting any burden on the economic life of the country
or subjecting to hardship any particular class, to create a margin which
will enable us, as soon as the constitutional reforms are settled, to give
a fair measure of assistance to the Provincial Governments in the next
chapter of their history.

Ways AND MEaNs.

91. 1 will now turn to a review of the ways and means position for the

current year and the next, « summary of which

Summary. is given below in the usual form:—
(In crores of rupees,)
Reviged, Budget,
1929-30. 1930 31.

R Iaabilities. .

Railway capital outlay (construction) . . . 2415 1675

Purchase of Railways . . . . . . 706 ..

Other capital outlay . . v . . . 193 397

Provinocial transaetions . . . . . . 947 793
Discharge of permanent debt (net . . . 25-36 18-84
Contraction against tr.asury bills . . . . 6868 ..
Contraction against eilver . . . . . . 294 ..
Other transactions . . . . . . . 3986 180

Total . 81'73 49°35

B ——

Resources.
Revenue surplus . . . . . . . 35 70
Rupee loan (net) et e . . . . . 3647 28:30
Sterling loan (net) . . . . . . . 792
Treasury bills with publio

20000 —4°00
Tndia Bills . . . . . . o 8'00 ..

Post Office cash cc¢rtificates and savings bank . b4 8-20
Other unfunded debt . . . . . 810 316
'Appropriation for reduetion, eto., of debt . . . 585 590
Teprecviution and Reserve Funds . . . . 99 527
Reduction of cah balancey . . . . «—10-89 862

- Total . 81'78 3938
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92. 't'he gross proceeds of the rupee loan in the current year amounted
c . to about 85} crores of which 22} crores repre-
urrens year. sented conversion of bonds maturing from 1980
to 1982. This substantial reduction in the amount of the louns maturing
in the near future has sonsiderably improved the pesition for next three
years, but the actual cash received in subscription to the loan was 18}
crores only, i.e., 43 crores less thap the total new loan provided for in
the budget. As I anticipated at thie time Jast year, it was neces-
Seats sary to resort to external borrowing cn a
Sterling borrowing>. considerable scale.  Sterling bills for £6
millicng in each case were issued in London in May and December. The
former issue matured in Fobruary and in order to place ourselves in funds
to meet them, short-termn bonds for £€ millicns were issued early im
February. The total net amount of funds raiscd during the year in
England has thus amounted to about £12 millions. T must deal briefly
with the conditions in which the issue of the shcrt-term bonds was under-
taken and the reasons underlying Government’s action.  Honourable
Members will have been fully aware fromn the general review of the
Government’s policy as regards capital expenditure and borrowing whicht
1 gave in my budget speech last yenr, that 1 had arrived at the conclusion
that external borrowing would bhe necessarv. I ther explained how and
why, in future, it would be necessarv that the rate of capital expenditure
should be more nearly balanced than had been the case in the past five
years by the increese of our capital resources in the form of fixed loans.
It was therefore desirable, in any case, to raise a sterling loan as early
as possible after the summer. Conditions, however, were then very un-
favourable owing to the position in New York and the existence of a bank
rate of 6} per cent. in London and we thought that we should gain by
waiting for cheaper money rates. When the New York boom collapsed,
the anticipated easing of money commenced, but. by that time, political
anxieties had begun to dominate the position in the London market
for Indian securities. I nced not give . long account of these events which
must be still fresh in the minds of all Honourable Members. I need only
say that the nervousncss of London investors was intensified by the att-
tude adopted at the Congress meeting ut Lahore in December. There-
fore, while our anticipations that money conditions would becamne more
favoursble were realised the adverse eftseta of politienl reactions counter-
balanced the advantage cbtained. The facts, however, had to be faced.
and as during the vear Government had to meet the greater portion of the
£5} millions for the purchase of the Southern Punjab Railway and about
£73 millions for other railway capital expenditure, we felt that, in spite
of the unfavourable conditions, we should not be justified in financing this
capital expenditure entirely by temporary borrowing in the form of Indis
bills. We considered, indeed. that some more permanent borrowing was,
according to sound financial principles, essential.

#3. Tn saying this, T wish to emphasise that our power to issue bills
in the London market is in the nature of a reserve which ought to be
kept available to meet temporary shortages of sterting resources. Prudents
finance demands that this reserve pewer should be utilised as little as
possible for financing permanent capital expenditure, Ry the issue of
two-vear bonds with the option of extemsion for a third year, we have
obtained actommodation for a period sufficient to allow for the passing
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of the present political uncertainty and have, at the same time, avoided
the burden to the Indiun taxpayer, of floating a long-term loan in particu-
larly unfavourable conditions; conditions which, 1 hope, will prove to be
of a temporary nature. In the meanwhile, I am glad to eay that the
sucoeng of this operation, even though the terms 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
foresce, it was necessary to supplement our resources by large issues of
treasury bills in India. In the first place, contraction of the currency to
the extent of 6-88 crores against cancellation of rupee treasury bills and
2.94 crores against silver withdrawn for sale depleted our resources by
nearly 10 crores.

95. Without entering into & long exposition, 1 wish to explain briefly,
and in very elementary terms, the real signifi-
cance of these currency operations. There is
much misunderstanding on these subjects, which is fostered by the peculiar
position of the Government of India and the combination of roles which
they have to play. In the first place, it is Government themselves who
have to do the work and, therefore, as happens in all countries, they are
blamed for every untoward occurrence—as some of the Honourable Mem-
hers opposite would soon find out if—as they hope, and as I often wish
they could,—they were to change places with us. But apart from this
common experience, the Government are not only the currency authority
but are themselves the chief operators in the remittance market. When
there are difficulties as regards exchange, which would be expressed in other
countries by a tendency to export gold, that is expressed in India by diffi-
culties for the Government to effect remittance, and when we take action
to protect the currency position, which in other countries would be regarded
as quite normal, it is represented here as artificial manipulation of exchange
by Government in order to meet their own remittance needs. That ap-
pearance induces an unduly hostile type of criticiem.

Currency operations.

96. Then again, let us consider the internal currency position. If, as
has happened i the current year, prices fall and the country requires less
currency, and if, on top of that, lurge quantities of redundant silver cur-
rency are returned from hoards, the currency authorify must meet the
situation by cancelling currency. Otherwise, an inflated ¢ondition exists,
internal prices would keep unduly high in relation to external prices, and
internal rafes for money unduiy low. 'The result would be that the natural
flow of exports, which is necessary to maintain the country’s balance of
trade, would be.restricted and a very unhealthy situation dangerous to
stability of currency would be set up. When currency becomes redundan$
and. has to be cancelled, the profits of the currency authority diminish,
for, all irsues of currency, whether it be silver currency the bullion value:
of which is less than its face value, or notes for which the authority merely
has to hear the cost of printing, bring profits; and the less the amount of
currcnev outstanding, the leas the profit. But when we as a Government,
in our functions as currency authority, have to cancel currenev and thus
submit to a corresponding losk of profit, we are accused of pursuing a policy
ruinous to the countrv’s interests because we appear as borrowing money
at interest in the form of trcasury bills and then destroving it by contrac-
tion. Tn actual fact, however, the loss thus incurred only represents a lcss:
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of the profit which we would have made if the country had needed the
extra supplies of currenoy.

97. Some of our critics, however, will say that we have carried this pro-
cess unnecessarily far and that, in contracting currency, we have not only
incurred this loss ourselves but have starved the commercial world in ite
needs for currency. Of this, as I have, on recent occasions, frequentiy
explained, there is no evidence. Actually, since the beginning of the last
busy season, say, from the 1st December, 1928, to the 30th November, 1929,
the net contraction was 15-89 crores and the net reduction of notes in cir-
culation 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 been
returned. When rupees are returned, notes are automatically issued ngainst
them, and if these rupees have come not from active circulation but from
hoards, a corresponding inflation would, in fact, 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 contraction of currency, all the evidence shows
that 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 merely point
to the fact that the Imperial Bank’s cash, which is the real index of the
adequacy of the currency, is considerably higher than it was at this time
last vear, although no expansion of the currency has been effected this busy
senson. This shows clearly that the contraction of the curren-y has not
been excessive. .

98. While this necessary contraction of 10 crores to which I have re-
ferred, counterbalanced part of our borrowings, other factors have contributed
further to worsen our ways und means position. The chief cause has come
from the Railways. As a result of the falling off in railway receipts and
the increase of working expenses, the Railway Reserve Fund will have to
be drawn upon to the extent of 86 lakhs to meet the contribution to
general revenues, whereas an addition of 8,20 lakhs to the Reserve Fund
was provided for in the Budget, while the addition to the Depreciation
Fund is now expected to be one crore less than was anticipated. As
against this, it was possible to effect a saving of 2,82 lskhs in railway
capital expenditure, but, even allowing for this, there is a deterioration
of pearly 3 crores under Railways. Borrowings by the Provinces are now
expecter{ to exceed the Budget by about 2} crores, and, in view of the
heavy disbursements in April in London and in India the closing balance
will stand at a figure 9 crores higher than provided for in the budget
estimate. For these reasoms, the revised estimate provides for an increase
from 4 crores to 24 crores in the amount of treasury bills outstanding
with the public, of which T would remark again that 9 crorcs in repre-
sented by increased treasury balances.

99. In my last budget speech, T dealt af length with the railway capital
expenditure and envisaged the possibility of a

Next year. drastic reduction in 1980-81 in order that the
credit of the Government might not be over-straiined. The purpose thus
indicated has been fulfilled, and as the House knows, we are allowing 163
crores only for railway capital expenditure, i.e., 7-4 crores less than the
revised estimate for the current year. It must be poted that the real re-
duction in new railway eapital expenditure sanctioned is actually larger
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than these figures indicate, as 2-85 crores of the progrsmma for-1980,81
really form part of the sanctioned programame for 1929-80. Allowing for
this, the programmes for the two years compare as follows:

Crores.

1929'30 . . . . . . . . 26‘50
1930-31 . . . . . . . . 1440
Reduotion . 1210

This comparison brings out more clearly the drastic nature of the curtail-
ment effected.

100. With this provision for railway capital expenditure, our borrowing
programme for 1980-81 is, so far as new money is concerned, a&:. very
modest one. So far as sterling operations are concerned, I assume that

the £6 million India Bills falling due in December will be renewed; but,
if conditions are favourable, this floating debt will be funded: As regards
India, I estimate that & loan of 28} crores will be required, of which 7-4
oxores .only will be new money and the remainder, namely, 16-1 crores will
be. utilised . for redeeming outstanding loans, principally: 1930 Bonds.. This
provides for reducing the amount of outstanding treasury bills from 24 creres
at. the close of the current year to 20 crores at the close of the mext:. I
anticipate no dificulty in carrying out this programme without disturbing
the market for Government securities, and, if conditions improve, it mey
be possible, to fund a larger amount of the floating debt then I have.
assumed in my present calculations. On looking back on these propesals,
I'téel justified in saying that provided only that political disturbamees de
not upset either conditions in India or confidence in England, our- ing:
programme is of such a nature that we could confidently look forward to a
general appreciation in Government securities.

L]

101. A year ago, it was estimated that we should require to remit £853
- millions to London in 1929-80. Throughout the
Héme Remittanees. year. the exchange position has been difftéult:
India, like most other countries in the world, was affected adversely by the
high money rates consequent upon the attraction of funds to New York
to finance the speculative boom on the Stock Exchange and by the fali’ in
prices and general trade depression which followed the collapse of this
boom. In. addition, the uncertain political outlook has led to the export
of .capita] on.a considerable scale. As a result, our power to effect re.
mittances to London has been temporarily curtailed and we now estimate
that. the total remittance through the market in the current year will

amount to £19 millions only. This will suffice, with the help of the sterlin

borrowings referred to.above and the transfer of £93 millions already effectec
through the Paper Currency Reserve, to enable the Becretary of State
to close the year with a balance of £6°8 millions. Assuming that the £6
million Ihdia bills falling due in December 1980 will be removed, the
amount required to be remitted to London next year is estimated to- be
shout £31'8 millions. This figure includes £8-8 millions for capital expen-
dfhlre_m&_ 8’01; rpillgays tfm compared with ;:b*s mittions in the current year

a 834 millions for re ent of débt (capital portion of railws
amnvities, efo.) peyme (cp S ' v

) e
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" 102. 1 should, of course, make it clear that the entire ways and means
programme outlined above can only be considered as tentative and subject
to modification in the light of the sctual ckroumstances of the time.

108. Following the practice of previous years, I quote the market prices
Prices of Government °f fe;tla.in typical rupee securities of the Government
; of India:

Market prioe on the 20th February.
1923, 1924. 1025, 1026, 1927, 1928, 1939, 1930.

: Rs. o Re. 4, Re 4 Ra.s. Rs. s Re s, Rea Rea
* 8 per oent. tax-

. fsee loan,
» . 1948585 .. 89 B 9712 9716 101 ¢ 107 2 108 11 108 18 100 O
’illl:: .58 0 6514 66 » 71 8 77 7 7T 1 72 6 64 1

» 104. The fall in prices since last year may be ascribed to a number of
ceuses. Some would no doubt attribute chief importance to the magnitude
of the Government's own needs. I explained this aspect of the situation
vexry fully in my speech last year. It is clear now, in retrospect, that from
1925 to the begmning of 1928, the full effects of the capital expenditure
programme launched by the Government were not felt. Such expenditure,
as wae incurred was met very largely from reserves, while the expenditure
itself had not got fully under weigh. When once expenditure got going at
the full rate, and had to be met not from reserves but by fresh borrow-
ing, it was obvious that the price of Government securities must come down
from the high peak to which they bad cl'mbed. I gave a clear indication’
of this in my speech lust vear and also explained that, while I felt it neces-
sary to curtdil capital expenditure, it would not be possible to give effect
to this at once without great economic loss, because so much work was
already in progress and commitments such as the purchase of the Southern
Punjeb Raflway had already been undertaken. I made it quite clear,
however, that it was my intention to put on the brake as soon as possible,
gnd, in the meanwhile, I endeavoured to settle the terma of our rupee loan
Iast year on such a basis that it would represent a rock-bottom
price from which a steady appreciation might be expected as
a result of the curtailment of future borrowings. I think we
may at{ least congratulate ourselves on the fact that, in spite of all the
mnfavourable developments which have since occurred, last year's. rupee
Joan only stands about one paint below the issue price. - If it had not been
for two unfavourable factors over which we had no control, I am certain
that last year’s loan would now be standing at a handsome premium,

~ 105. What, then, are these factors? There has been, first, the wave of
dear money which swept over the world culminating in a 8} per cent.
bank rate in England, which made it mecessary to tighten money rates in
indis n order to protect our currency position. And, secondly, there has
coms upon us & new difficulty in the fall of .our- sterling. securities
due to the fesrs felt in London as to - .the. -future

]
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political stability of India. 1 have already said that I believe these fears
to be entirely unjustified, but their results are unfortunately realities which
we have to face. Any full in our sterling securities creates serious diffi-
oculties which must re-asct on the local situation. Either of these two last
factors would have upset the rupee security market quite apart from our
. own borrowing operations.

106. Honourable Members will ask: ‘‘What of the future?’’ And I
must answer this questlon in relation to each of the three factors which I
have mentioned. As to the first, our own demands on the market, I have
already given a clear answer. We only expect to ask the public to give
us about 7'4 ororegs of new money next year. If we had only to con-
sider our domestic monetary conditions, I would say with confidence that
our troubles were over and that we could anticipate a steadily rising market
in our Uovernment securities.

107. As to the second factor, the rates for money prevailing in the wortd,
we can again look with confidence to the future. 1 need only say that, in
my view, everything points to a period of cheaper money for some time to
come,

. 108. As to the third factor, I am afraid 1 can speak with much less cer
~4ainty. What we have to expect from the operation of this factor depends
mainly upon the action of the leaders of public opinion in this country, as
represented by Honourable Members of this Assembly and those outside.
It there is clear evidence that such leaders are fucing their respons bilities
and are determined to oppose all revolutionary movements and to co-
operato in a course of peaceful and orderly evolution, disclaiming those
threats of unconstitutional action and repudiation of debt which we have
so recently heard, then 1 am quite certain that the outside world will regain
confidence in India and that we shall advance once more to our former high
level of credit. But, if a contrary course is taken, then, it will be impos-
sible to avoid unfavourable reactions on India’'s economic development.
There must be a lack of that confidence which is so necessary to the initia-
tion of new enterprises, and & is almost certain that a flow of capital from
India will continue. Speaking on behalf of the Government, we have done
all in our power to create a strong and healthy financial position, and I
think what I have already said has demonstrated the effectiveness of our
action in this direction. If the insidious lack of confidence continues to sap
our foundations, we shall, as a Government, do our best to protect them
and shall not hesitate to take strong financial measures for that purpose.
But this will 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 all-round recovery, which would bring prosperity in so many
directions and for which, so far as lies in our power, we have created all the
necessary conditions, will be unattalnable. The future in this respect lies
in the bands of leaders of non-official opinion in India. The responsibility
rests with them and not with the Government.

109. T do not propose to lengthen my present remarks by going into f'ur-
ther detail now regarding figures of India’s debt. Among the papers which
will be cirsulated will be found a stabement prepared in the same form as
- was introduced last year, with explanatory notes.
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GENERAL REViEwW oF THE EcoNoMi¢ SITUATION,

110. Before 1 conclude, 1 must make s few short observations on the
generul economic situation. 1 was taken to task, in the course of the budget
debates last yeur, for devoting insutficient uttention to the generul position
of the masses of the country; but 1 must point out that my main tusk in
s budget speech is to explain particwlar finuncial proposals and it is impos-
sible for me to cover the whole work of Government. Moreover, it must
be remembered that the main field for work in nation-building services comeg
within the sphere of the Provancial Governments and I cannot roam at large
over this fiald without exceeding my own functions. Nevertheless, the
offect on the general well-being of the country must be at the root of all
our financial policy and I think that, if mny proposals this yvear are carefully
and impartinlly studied, it will be found that this has been throughout
their main purpose and intention. [ am wsfruid the time is now short and
my remarks on this part of the subject must be very brief. I have dealt
recently with various aspects of the situation in a speech to the Federation
of Indian Chambers and T trust that Honourable Members will do me the
honour of reading this speech. It is very obvious at present that India is
suffering from a general wave of depreswion. It is
also obvious that, spart from this special depresaion,

there is great room for improvement in the standard of living of the musses
of the country and of general economic production. It is necessary to
make a clear distinction between these two conditions. The first 18 tenporsry
-and not special to India. It is mainly produced by causes over which the
Government have no cuntrol. The second is one which demands the con-
-stant and urgent attention of all the forces of society, public and private
alike. Ay to the first, 1 hope, in the course of the debate, to have an oppor-
tunity more fully to express my views. 1 only wish to emphusise at pre-
sent that I think that the depth of the depression is exaggerated in compa-
rison with the very specisl period through which the country passed in the
vears 1024-25 and 1925-26. If we examiine the trend of economic events
in India sincc the end of the War, wo find that the volume of imports and
exports has, on the whole, shown a steady progression with two exceptional
periods, first, ns regards imports in 1920-21 and, secondly, as regurds exports
in 1924-25 and 1925.26. As regards prices, while the prices of imports have
tended steadily to decline, those of exports, for various world causes, tended
to rise during the period from 1921 to 1024. Since
then, world prices for Indiun nnports and exports
have steadily declined. The point of tie st which the general rise in the
prices of India’s exports culminated coincided with an exocptional period
for the voluine of agricultaral production, and this produced, in the two
special vears 1824-25 und 1926-26, to which I have referrod, an exceptional
peak of prosperity. Public opinion as to the course of Indian trade and
general condtions, tends, I think, at present, to be framed too much with
reference to this special period, and though I do not wish to minamise the
cflects of the present depression. T think that, if our view is cast back along
a longer period of Tndia's history, we shall find that the present conditions
are not, in comparison, so black AR they are sometimes painted and that
the general economic course of the country has been one of steady advance.
The cause of the continued fall in world prices for Indin's chief imports and

Wave of depression.

Fall 'n prices.
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exports since 1925-26 is somewhat obscure. 1t would appear.to .be. world-
wide, us, on the busis of 100 for 1926, the Index numbers of general prices in
‘the United Kingdom, the United States und India are 92°2, 96'8 and 953
respectively for 1929. While a full has thus taken place in all the three areas
that for India lies between those for the United Kingdom and the United
States. This world-wide fall in prices hus been put down by some to gen-
eral over-production, both of raw materials and industrial products, through-
out the world. 1t is: known thut large scale muss production has been de-
-veloping throughout the world during the last few years and that tropical and
sub-tropical areas have extended their output of raw materials. There -are
others who would give, as a further reason for the general world-wide fall in
prices, the insufficient production of gold for the general requirements of
the world as a whole.

111. Unfortunately, the fall did not end with 1929. Conditions in
‘Asnerica, to which 1 have aiready referred above, have led to .a large
recession in business activity all over the
I'be wad-leok. world. The immediate out-look is uncertain.
Mauufacturers and dealers are using up their
istoak of raw materials and refusing to onter into fresh commitments until
they see how far this recession is likely to go. The result is that the fall
in the prices of pritnary products, which way a feature of the year 1929, has
been -accelerated. India has been particularly hard hit by this world deve-
lopment. - Bince the 1st Junuary the price of cotton has fallen by about 15
per vent. and the price of wheat by about 12 per cent. while the prices of
other staple produocts such as jute and rice show no signs of recovery from
‘the low fevel which they reached during the year 1929. ‘It would be rash
to.attempt to say when the tide will turn, but there are signs in America
that  the trade recession will not be so severe as was anticipated, and it
“tnoks -as if prices are now so low that the world will soon begin to take
“more iterest m the products of India snd be prepared to enter into com-
mitments for the tuture. There is reason to hope, therefore, that a
recovery from the present economic depression will not be long delayed.

112. ‘Whatever the reasons for the fall and whatever the future pros-
peets, it is olear that the condition of the agricultural classes of India must
be seriously nffected, and it may be that, in order to maintain their position,

they have to part with an undue proportion of
Lines of policy. their own production. Measures of immediate
relief arc difficult, but the main lines of the
policy which should be pursued seem clear. In the first place, and above
everything, it:i8 necessary to stimulate and improve the agricultural pro-
‘duction of the country and, as a supplement to this, to put the poorer
agricultural classes into a position in which they can retain a greater pro-
portion of their own produce for their own subsistence. In the second place,
it i8 desizeble to encourage industrial development provided that this can
-be done in conjunction with, and as a supplement to, the agricultural life
of the country. 1In the third place—and this is a minor matter but still one
of very great importance—the whole country urgently needs the provision
of better methods for the study of its own economic conditions than are at
“present availeble. ’

~118. T wventure to say that, if the significance of all the proposals to
“which 1 have referred in this speech, is examined, it will be found thai
steps are being taken in all these directions. I shall 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 available this evening.

Conclusion.

114. Before concluding, 1 should like to emphasise again what I regard

Main

budget.

features of the 88 the main features of my budget proposals.

First, all additional expenditure on normal increments and new

services, including the large agricultural grants and such
important new services as civil aviation, is being balanced by
economies,—muinly on military expenditure.

Secondly, principles of financial soundness are being doubly reinforced.

No financial weak spots are being left as regards debt redemp-
tion and the Cush Certificate liability, while 1 have provided
for a margin of safety in case events ncxt year prove un-
favourable. We can thus face the most stringent scrutiny of
financial critics with confidence.

Thirdly, we are making a substantial start towards a constructive

economic policy and opening the way for beneficial expendi-
ture. If the year proceeds without sbnormal disturbaunces to
trade or civil security, we shall have money at our disposal to
increase our resources for these purposes, and having pre-
pared these foundations, the Central Government next yoar
ought to be in u position either to initiate important schemes
themselves or to provide additional revenue for the Provincial
Governmnents to give them the power for a more generous
effort to this end.

Fourthly, although substantial new revenue is to be raised, the mea-

surcs which 1 have proposed are so designed as to reduce
restrictions on cconomie action and to lighten, ruther than in-
crease, the burden on the poorest classes. This is directly the
case as regards the reduction of the rice export duty and of the
import duty on kerosene, while all except one of the other
measures ought to have indirect beneficial e¢fiects. I have,
moreover, indicated various directions in which, with the
normsl proceeds of our new resources, I hope to remove
certain hampering impediments to the business activitics of
the country.

Fifthly, we have, in our proposals affecting cotton, made a deter-

mined effort to remedy a special malady from which the indus-
trial life of the country is suffering, and by restoring hecalth
to one important centre, to improve the general condition of
the country.

Sizthly, we have made a determined effort, by a proper control of

capital expenditure, to give a chance for recuperation of the
country’s credit, so that, with strength restored, a healthy
growth, proportioned to our resources, may be once more
resumed. :
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115. 1 would ask Honourable Members to give all these points impartial
consideralion and to read into my proposals their future promise no less
than their present performance.

116. T may possibly be criticised for seeking to raise more revenue thano
appeurs to be immediately needed for actual outgoings, but I hope that what
1 have said will have convinced at least a majority of this Assembly, first,
of the paramount importance of creating reserves to strengthen our re-
sources and credit at this present critical juncture in India’s history, and,
secondly, for preparing the way for a more generous allocation, to the
Provinces, of sources of revenue for nation-building services. It has often
been said that the Reforms introduced after 1919 have failed to achieve their
full effect owing to lack of adequate funds in the hands of the Provincial
Governments. T am desirous of doing all in my power to prepare for bettor
success in the next step.

117. Of one thing I feel certain—that, whether my particular proposals
are popular or not, and whether or not they are open to criticism in detail,
the main purpose which I have in mind is the right purpose, and that the
future will prove the truth of this contention. A Finance Member has to
suffer the slings and arrows of criticism for his immediate actions, and,
perhaps in very rare cases, to receive some meed of praise if Providence
brings good times in his tenure of office. But his own efforts should realiv
be judged by their more lasting results, and I can hope with confidence thut,
if my present proposils are accepted, my successor, from whatever quarter
he may come, will, in the future, look back to me with gratitude for having
proposed these drastic measures at this stape. For the present, it is my
purpose, ag, I hope, it will also be that of this Assen:bly, to make clear to
all concerned that, whatever political clouds may be hanging over us, or
whatever political changes may be in store, it will ever be the determination

of the Government of India to keep Indian finance firmly secured on an
unshakeable foundation. (Applause.)

THE INDIAN FINANCE DILL.

The Honourable Bir George Schuster (Finance Member): Sir, I move
for leave to introduce the Indian IFinance Bil, 1930.

The motion was adopted.

The Honourabie 8ir George Schuster: Sir, 1 introduce the Bill.

THE COTTON TEXTILE INDUSTRY (PROTECTIONY) BILL.

The Honourable 8ir George Rainy (Member for (lommerce and Rail-
wavs): 8ir, I move for leave to introduce a Bill further to amend the Indian

Tariff Act, 1894, and to amend the Indian Turiff (Cotton Yarn Amendment) |,
Act, 1927.

Mr. K. V. Rangaswami Ayyangar (Madras: Landholders): 8ir, we have
not got the Bill before us.
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Mr. President: It is not necessary. The question )s:

““That leave be given to introduce a Bill further to amend the Indian Tariff' Aet,
1894, and to smend the Indian Tariff (Cotten Yarn Amendment) Act, 1927.""

The motion was adopted.
The Hhnowrable Six George Rainy: Sir, | introduce the Bill.

The Assemnbly then adjourned till Eleven of the Clock on Tuesday. the.
4th March, 1930.
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