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LEGISLATIVE ASSEMBLY.
Tuesday, 4th March, 1930,

The Assembly met in the Assembly Chamber of the Council House u\
Eleven of the Clock, Mr. President in the Chair.

MEMBERS SWORN:

Mr, Hattiangadi Shankar Rau, M.L.A. (Finance Department:
Nominated Official); Rai Bahadur 8atis Chandra Dutta, M.L.A.
(SBurma Valley cum Bhillong: Non-Muhammadan); and Dr. R.
D. Dalal, M.L.A. (Bombay: Nominated Non-Official).

THE GENERAL BUDGET —GENERAL DISCUSSION,

Mr. President: The House will ncw proceed with the General Discus-
sion of the Budget.

Mian Mohammad Shah Nawaz (West Central Punjab: Muhammadan):
Sir, the Budget of the ensuing year,” which wag presented by the Honour-
able Sir George Schuster on Friday last, in a very clear and frank manner,
exhibits some very disappointing feaiures. = The net position is that the
Government are faced with a deficit of 5 crores and 52 lakhs, which is
sought to be wiped out by retrenchment in civil and military expenditure to
the extent of one crore and 42 lakhs and by the imposition of fresh
{axation to the extent of 4 crores and 10 lakhs. We are told by the
Honourable the Finance Member that the present year hag been a bad one,
and the accounts of 1929-1930 would have shown a deficit of one crore
and 56 lakhs, but for a special windfall which will bring to the Govern-
ment of India exactly the same amount under the Treaty of Versailles.
The ensuing year is certainly most discouraging, and the imposition
of fresh taxation has caused considerable anxiety. At a time, Sir, when
there is general trade depression throughout the world, when the purchas-
ing capacity of the Indian people has seriously diminished, when the mon-
soons have failed in certain parts of the country, and at a time when
foods and locusts have done great damage to the crops, economy and not
additional taxation should have been the watch-word of the Honourable tho
Finance Member. Woell, 8ir, the outstanding feature of the Budget of
1980-31 is the imposition cf fresh taxation on the poverty strcken people
of India. The general increasa in the cotton duties from 11 per cent.
to 156 per cent. would certainly be welcomed, though not for any other
-renson, at least in the interest of tho Bombay industries and possibly in
the interest of the hand loom industry. But I venture {o submit
that a further 5 per cent. protective duty on non-British goodg should

( 1203 ) A
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be opposed on the principle that it endorses Imperial Preference as a prin-
ciple. The Honourable the Finance Mcmber has been careful to inforin
us that neithér the Government of Indin, nor the Assembly is committed
to Imperial Preference as a principle, hut the fact remains that liberty
has been taken to introduce Imperial Preference as a principle, and on
this account, the Indians have no other alternative but to oppose this
item unless and until Indin can get all the reciprocal advantages and faci-
litiee from England and other Dominions to what it gives them, she can
not willing'y agree to any scheme of Imperial Preference.

The increased excise duty on kerosene oil, which it is hoped will bring
A5 lakhs, and the import duty on sugar, which it is hoped will yield
one crore and 80 lakhs, would certainly hit the poor and the middle
classes. This item is also very regrettable and probably the non-offi-
cial Members will vote against it- The rate in the inerease of income-
tax and the super-tax should be opposed by everybody, and it should be
scrapped from the Finance Bi'l.  Lastly, Sir, there is the re-introduc-
tion of the import duty of four annas per ounce, on silver, which in my
humble opinion will hit the poor very much. The device adopted by the
Honourable the Finance Member ig very unfair to the poor of this country.
The peasants of this country, and particularly the poor classes, purchase
silver and they will have to pay, not the world market prices, but a consi-
derably higher price, artificially created by the duty on silver.

Well, Sir, we are told that the present deficit is due to the gemeral
trade depression, is due to the unrest in this country and e'sewhere,
and that the Honourable the Yinance Member is compelled
to resort to additional taxation. But the question remains whether Tndia
or the Indian people are capable of paying the fresh revenues; whether
they have the capacity to pay. In my humble judgment, the Indiaus have
no such capacity to pay, and the additional taxation, except probably one
tax, the increased duty on cotton, is uncalled for.

Now, Sir, the hard facts of the situation are these. A great soction of
the people utterly dislikes the present system of Government.  They
think that the present system is an evil, and they threaten to launch u
compaign of oivil disobedience, a campaign of non-payment of taxes. On
the other hand the Homourable the Finance Member says that the Gov-
ernment mean to impose additional taxation. Hence there are two fires,—
the fire of non-payment of taxes und the fire of imposition of fresh
tnxation. Between thesc two fires, the position of those who occury a
central position hag become very difficult indeed. Between these two
fires, I venture to submit, the best interests of India wi'l suffer. T acree,
Sir, with the Honourable the Finance Member when he says that the Indian
leaders must oppose all threats of constitutional action and disclaim the
repudiation of debts, and they should help Government iri the mainten-
ance of law and order. So far as the Moderates are concerned, they
will help the Government. But, Sir, I do not agree with him at all
when he says that the future lies in the hands of the leaders of non-official
ppinion, and they alonc are responsible and not the Government. I
say em'phatiodly that Government are also responsible for the present
vnhappy state of things in this country. The c'ear duty of the Goyerp-
ment i8 to see that the Indian people are happy, contented and pros-
perous. Is it not a fact thas, despite the fact that the British people
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Luve brought peace to this country, the present system of Government is
defective?  Is it not a fact that the Indian people have to pay a crushing
figure of 55 crores,—now reduced to 54 croreg and 20 lakhs,-—for the main-
tenance of the Army? And it is a great shame, and as great o disgrace as
can befall a nation that the Indians arc not trained to lead their own
regiments. Indians still believe that the military expenditure can be
reduced, at least by one or two erorcs. But we are told by the Honour-
able the Finance Member that no substantial reduction can be made. That
is very regrettable. In my humble judgment, the Honourable the Finance
Member should have told the heads vi the Department to adopt a systera
of rationing the Department, that is to say, he should have told them
that their expenditure should be reduced by a certain perccntage, and it
would then be seen that a lot of retrenchment can be made in the mili-
tary expenditure and in other services. 8ir, I submit that Government
either do not understand the Indian distemper or have not got the
ccurage to administer hcaling remedies to the disease of unrest.  That
remedy lies with Government. I say thie, and I say it plainly, that if
the British nation, throuch her Parliament, is not prepared to grant imme-
diate provincial autonomy and at least fix a minimum time limit, for
the attainment of complete Dominion Status, there can be no peace in this
country. My own conviction is that the Honourable the “Finance Member
should have waited for the result of the Simon Report and the result of the

Round Table Conference; and if the result had been favourable, he could

have come to thls House and said, ‘‘Now the responsibility is very much

vours and vou had better place your financial position on an unshak-

able foundation’’. I venture to submit that at the present juncture,

our esteemed and able friend was not well advised to bring forward a

scheme of additional taxation.

The wotst part of the Budget is that the Honourable the Finanre
Member makes no promise—none whatever. He does not say that the
present imposition of taxation is a temporary one or is on a permanent basis.
Probably he means that this should be a permanent taxation. If he had
oome forward with a proposal that the additional taxation to the extent
of 4 crores and 10 lakhs was simply meant for such purposes as agricul-
tural development or the introduction of primary eompulsory education in
the provintes, it might have been possible for some of us to vote with him;
but he does not say anything of the kind. He simply says that, as
Finance Member, he is bound to balance the Budget, and that is all. T
submit that, whatever the difficulties of the Finance Member may be, he
Lias to face the difficulties created in thig eountry. The Finance Member
really should have made a supreme cfiort to retrench expenditure which
in my humble judgment he hag not done. I say, Sir, that although the
Budget has been presented in a very frank manner, it is certainly very
disappointing in many respects, and the Finance Member will have a
very hard task to see that the major portion of additional taxation is
voted by the Assembly. He should expect the House to vote for all fresk

reévenues.

Sir, I have to say something about the military policy and the military
expenditure. I have already said that it is a great shame that Indians,
except an inadequate and limited numbef, dre not permitted to get ad-
mission into the King’s Commission. I really do mot know why Gov-
ernment are not accelerating the pace of Indianisation of the Army. There

' A2
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nay be a risk from the British point of view, but the risk must be taken
m  the interest of this country. Do they mean to say that they do uot.
trust the Indians” 8o far us I am voncerned, and 1 am perfectly certain
that many Indians are of this opinion, if there is any upheaval in
Afghanistan or Turkestan or Russia, with a view to attack India, my coun-
try, all Indiang will be united in defending their own country and the
Emnpire. I am perfectly certain that, although I am now 50 years of
nge, a soldier's death would be the hest thing for me. 1 do not know
why the Britishers are distrusting the Indians,—I cannot understand that.
Are they distrusting the Indians because they think that there is going tc
be an upheaval in this country? I think not, I think that India’s heart
18 quite sound and that of Great Britain may be sound. @We are only
adopting our own ways of meeting the situation. =~ We school our manners,
act our parts, but we know that our dispceitions arc quite gentle, tranquil
and true. The British Government must know that, after all, if the
Indians are trained to command their own regiments, and if the Indian
Army is Indianised, it will be immensely better in the interests of Great
Britain and of India. 1 have, Sir, a great compiaint to make about this
question of the Indianisation of the Army. In my humble opinion the
recommendations of the Bandhurst Committee should have been accepted
by the Governmont without any reservation whatever. (Hear, hear.) I[f
those recommendations are not acoepted, the talk about the grant of
Dominion Status is all humbug. (Hear. hear.) 1 cannot understand at
all that Dominion Status can be granted or even promised, if the British
Government are not prepared to Indianise the Army. I cannot understand
why the people of this country are not allowed into the superior ranks in
the Army. Without the Indianisation of the Army, the tu k of Dominiop
Btatus would be absurd, and this is the first step which the British Gov-
ernment should take to show their good faith and that they are prepared
to grant Dominion Status to the people of this country as quickly as possi-
ble and at any rate within a short time.limit. The Indian opinion ‘s
unanimous on the point that the attainment of Dominion 8tatus cannot be
deferred for long. I say these are the healing remedies to the disease of
unrest. Indians are quite prepared tc place the Indian finance on an
unshakable foundation. But it is the clear duty of the Government
to see that the legitimate desires and aspirations of the Indian people are
fulfilled without further de'sy. The real root cause of present unrest
i3 that the Indians are dissatisfied with the present system of Government
and they want that it should be changed, and changed root and branch.
If the Government are prepared to do that, the Indian people are prepared
to help the Government to their utmost capacity, and I am perfectly
certain that the Moderates and all right-minded Indians are prepared to
pip in the bud the Independence movement and the movement of eivil
disobedience provided also that the Government play their own part well
and give helpful promises to the Indian people. ~Without those the fin-
ancial position will remain more or less unstable. If the British people
fulfil their own part of the obligation, everything will be all right. I con-
cede that the Britishers have brought peace to this ocountry. I concede
that the Civil Bervice 18 a very eflicient service. 1T grant that you have
brought prosperity, by Posts, Telegraphs, Railways, and large irrigation
schemes, But at the same time, it cannot be denied that it is not s
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CGovernment of the people. It has many defects, wuich I have already
pcinted out, and those defects must he remedied and the remedy lies in
the hands of the Britishers. In the matter of the Indianization of the
Army, delay hag given rise to bitter unlelief. I have, Sir, expressed these
thoughts as they have come; I have expressed these thoughts with perfect
frankness. They may not be liked by some people, but I have done my
duty. I request the Government to comsider them seriously.  (Applausa

from Non-official Benches.)

8t Hugh Oocke (Bombay: European): Sir, I was very interested inm
the remarks of the Honourable Member who has just sat down, but I
thought the tributes he paid at the close of his speech were a little difficult
to reconcile with some of his earlier remarks. But at any rate, he referred
to his belief that leaders would, under certain circumstances, be only too
anxious to nip in the bud any attempt at civil disobedience in this country,
and I am quite sure that everybody in this House realises that if that is
nipped in the bud, and if we have a peaceful year, it will be reflected very
much in the figures with which we shall be presented a year hence. Sir,
when we have got to comsider large additional taxation, I think it is
perhaps desirable that one should look some years back in order to ascertain
some of the reasons for that additional taxation, and I have been studying
Appendix T of the Financial Secretary’s Memorandum to look into the
figures not merely of this year and the Budget for next year and those of
the previous completed year, but to make a comparison between the first
of the years given in Appendix I, namely 1928-24, and the budget estimate
for 1980-81. A study of those figures, I think, gives very substantial reasons
why today we are faced with a deficit of four crores or so, requiring addi-
tional taxation.

Turning to the main items, it will be noticed under Customs, our
revenue—it is our biggest head of revenue—has increased roughly from 89
crores to 52} crores in that period of seven years, that is by 18} crores, a
very substantinl increase. But taking the next item, Taxes on Income,
our figures have remained stationary. As a matter of fact, the figure for
the first year and the budget estimate of next year both show over 17
crores, but in none of the other years is the figure over 17 crores. Actually
our figure for 1930-81 is 89 lakhs less than the income revenue for 1923-24,
so that under that head there has been no progress at all. Under Salt,
we are 3 crores down for that period. Our revenue in 1928-24 was roughly
8% crores and it is now 5 crores and 71 lakhs, a drop of approximately 3
erores. In Opium, we are slightly up by 40 lakhs, which is rather extra-
ordinary of course in view of the fact that we are reducing our revenue
from Opium. But it just happens that the 1928-24 figure is particularly.
low. In the matter of ‘'Other principal heads’’, our revenue is down hy
50 lakhs, and then we come to the chief item of all in connection with
the decrease of revenue, of the Central Government, and that is the
Provincial contributions. In 1928-24, our revenue was nearly 9 crores,
and today it is nothing at all. In Railways we are 70 lakhs down compared
with 1928-24. In total revenue we merely show an increase of 1} crores in
those seven years,

Turning to the expenditure side, we find it mainly increased. Irrigation
has gone up by 5 lakhs; Debt Services, 19 lakhs; Civil Administration, 8%
crores; Civil Works, 14 lakhs; Miscellaneous Expenditure on the other hand
is a little down. In Posts and Telegraphs, we have increased our net
expenditure by practically 1§ erores, because in 1928-24 we had a surplus
of 71 lakhs and today we have a deficit of 71 lakhs. Military expenditure



1208 LEGISLATIVE ASBEMBLY. {4ra Mar. 1880.

[Sir Hugh Cocke. ]

shows & reduction of nearly 2 crores, and the total expenditure shows an
increased expenditure of 8} crores. In other words, our revenue in the
past seven years has been going up at the rate of 20 lakhs a year approxi-
mately, and our expenditure has been going up at the rate of about 50
lakhs a year, but if provincial contributions are excluded, our revenue has
inereased from 76 crores 80 lakhs to 87 crores 21 lakhs, an inoregse of 10
crores 41 lakhs. That revenue increase was necessary to balance the pro-
vincial contributions which were cancelled, so that Ivthmk lmvin%r,egard
tp one increased expenditure, we have got to face the fuct, as the Honour-
q%le the Finance Member said in his speech, that we have not made up
the gap that occurred as the result of the elimination of the provincinl
contributions, and really we are imposing fresh taxes in the Central
Government today to make up for those provincial contributions, or in
other words, to provide for expenditure which the provinces have at last
been uble to meet but which they could not meet as long as they had to
contribute to the Central Government—expenditure which we hope is in
the nature of nation-building expenditure such as education, sanitation,
etc. Therefore, if we take a broad view with reference to the new taxation,
we have to realise that, in the main, it is being put on to benefit the
provinces in contrast to the position when the Central Government received
a substantial revenue from the provinces.

It is distinctly disappointing of course that the Post Office, as a com-
mercial department, shows no progress, but very much the reverse,.the
main reason being, I think, the increase of pay of the postal servants, which
T think no one regrets. But I noticed the other day that the Post Office
in the United Kingdom shows very remarkable figures. The commercial
profit there is £9 million. This figure is arrived at after charging interest
on capital and meeting a deficit on the Telegraph service of three quarters
of a million sterling. It is pointed out that, if the postal rates were :e-
duced from 13d. to one penny, it would cost the Post Office a revenue of
anything between £5 an’g £74 millions sterling, but even if that change
took pluce, there would still be a profit of about £2 millions for the State.
Well,”in India, we have to carry our letters further and we do not carrv
80 many of them, and we are faced with the fact today that the Central
revenues are actually contributing to the Post Office about Rs. 70 lakhs
in the current year, namely, in 1929-80 Rs. 78 lakhs; in the coming year’s
estimates nearly Rs. 72 lakhs.

Another important factor, of course, which the Honourable the Finance
Member ‘has had to face, and which is an additional reason for the increase
in taxation which is proposed, is the fact that he has to face facts in con-
nection with the accumulated interest on Postal Cash Certificates. That
obligation has been increasing year after year. Sir Basil Blackett was
sttacked, I think, because he made no proper provision for that. His reply
was that ie was merely following the course follewed in the United King-
dom. Whether that course is still followed in the United Kingdom T do
not know, but certainly up to that time he was merely following the same
gourse that was followed in the United Kingdom in connection with the
National Savings Certificates. Since then, the interest obligation has been
mounting up year after year. 1 think nesrly ten years have nearly elapsed
gince Postal Certificates were first on sale, and therefore we have got an
scocumulated interest obligation of 10 years on many of these Postal Cash
Certificates, which were sold at Rs. 7/4 or thereabouts and are to be
redeemed at about Rs. 18 after 10 years.
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. It is interesting to note, I think, as pointed out in the Honourable
Member's speech, that the sum required for the reduction and avoidance
of debt has risen materially since 1928-24. The amount has risen from
Rs. 8'crores and 62 lakhs to Bs. 6 crores. The convention which was estab-
lished six years ago now hgs run its time, and is to be reconsidered, as
pointed out in the Honourable Member's speech. T hope that, in.the re-
consideration of that problem, no material reduction will be made in the
amount which is provided snnually, because I believe sound principles in
connection with a country’s sinking fund are very essential, and they react
on the rate of interest at which one can borrow. Sound finance obviously
means a cheaper rate of interest on the money that one borrows.

Coming to the question of income-tax, I am not prepared to oppose the
moreases which have been made. One regrets perhaps that it has been
necessary to depart from the round figure of one and a half annas and
propose one anna and seven pies. That perhaps is more or less a senti-
mental objection. I find that for a man with an income of a lakh of rupees,
it my calculations are correct, the additional taxation he has got to pay
18 Rs. 781, i.e., he now pays in income-tax and super-tax, Rs. 14,062 and
he will be called on to pay Ra. 14,848 so that the increase is very small and
is not one which I think should be attacked. As regards the other increases
of taxation, I for one see no material objection to any one of them, because
il seems to me they do not impose a very, serious burden on any consumer,
1f any Honourable Member could show me that the contrary is the case,
Y should be prepared to reconsider my view, but the taxes on kerosene and
sugar and the cotton import duty appear only to impose a very moderate
burden on the consumer. I think we have got to pay the bill because it
is very essential that the deficit should be met. I regret that there was no
promise in the Honourable Member’s speech about any reconsideration of
the companies’ super-tax, because such a tax in the name of a corporation
profits tax was removed in England many years ago now, as it was only
imposed as a war measure, but here we have still got the companies’ super-
tax, which is strongly objected to in business circles on the ground that
it amounts to double taxation. It is, however, satisfactory to note that
business losses will be brought into account in future, and the Finance
Member has also promised to reconsider the question of double super-tax
on companies, particularly in connection with holding companies.

8ir, reviewing the whole Budget, it seems to me that, although %
must excite considerable criticism when a large additional amount is
required from the country in taxation, one has got to consider the matter
a8 & whole. One thing we have to remember in particular is that, to some
extent, this new taxation is required to meet the increased pay and con-
tentment of the working elasses. Whether it is in the Postal Budget, or
in the Railway Budget, or in the Central Budget, I think if the calculation
were made, it would be found that the additional amount paid to labour in
the last few years amounts to & very heavy sum indeed, and therefore in
essence we are taxing the country today additionally for kerosene, sugar and
80.on to meet the increases whioh have been given to labour in this country
in the last few years. No one regrets those increases, because most of us
believe they were necessary, and probably still further inoreases may be
necessary to adjust matters between different sections of labour, But, in
order to meet that bill, we have got to bronden the basis of our taxation,
and it seems to me that none of the proposed taxes really hit any one
branch of the community severely or harshly, and if I am right in that
conolusion, I think the House might well accept this Budget.
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Mr, Amar Nath Dutt (Burdwan Division: Non-Muhammadan Rural):
Sir, while thankful to the Honourable the Finance Member for his very
careful exposition of the financial position of the Government, we can
hardly congratulate him for the very distressing statement he has pre-
sented before us. The frank confession of a deficit budget, with & careful
review of the causes in detail, and a genuine and sincere desire to meet
the deficit with as little hardship upon the taxpayer as possible, discloses
the utter helplessness of a great financier under the present system of
Govérnment. While appreciating the limitation of the Honourable the
Finance Member, to give any relief to the Indian taxpayer, I shall be
failing in my duty if I merely criticise the figures from the standpoint of
an economist, overlooking the larger problem from the standpoint of &
statesman. I wish the Honourable the Finance Member had been bold
enough to take his stand upon a higher pedestal than that of a mere financier
registering the decrees of an irresponsible bureaucracy. He has tuken the
demand of the Executive Government as a matter of course and has pre-
pared the Budget on the basis of that demand. Sir, the budget of a
government is not merely an official statement of the revenue and expen-
diture, but also a measure of the devotion of the rulers to the interests
of the ruled; and in the few observations that I am going to make, I shall
keep that point in view, leaving canons of finance to be discussed by those
who are more competent to deal with the same.

Sir, T am painfully aware of our helplessness in the matter, but we
have to declare from our place in this Assembly, as representatives of
the people, that we neither approve of the imposition of new taxes, nor
do we acquiesce in the incresse of expenditure, more then half of which
is non-votable. To have to discuss s Budget without being sallowed to:
exercise our vote, is depriving us of an effective weapon of control, which
no responsible government can dream of. Yet that is our lot in respect
of the military expenditure and other demands which are non-votable.
Ordinarily, one is expected to incur expenditure according to his income,
instead of spending with a view to supplement the deficit by loan or
robbery. Yet the latter is the course that is being adopted in the case
of the Indian Budget, as a result of which, not only our debts have
increased by leaps and bounds, but it has imposed heavy burdens upon
the poor peasants by robbing them of the barest necessities of life. If
the Finance Member had tried to cut his coat according to his cloth,
India’s budget, far from showing a deficit, would have shown a clear
surplus. Instead of asking for further taxation, he would have been in
the enviable position of relieving the poor Indian taxpayer of some of the
crushing burdens of taxation. S8ir, India is mainly an agricultural country
and no Finance Member who cares for the well being of the teeming
millions working in the fields would place any unjustifiable burdens upon
them. The Finance Member himself admits that the export duty on rice,
at its present level, is & burden on the economic life of the country, and
further reductions may become desirable, yet he has dismissed a question
of such vital importance by saying that rice exports have been consider-
ably more encouraging. I am very much surprised that the Honourable
the Finance Member should make such an irresponsible statement from
his position in this House. I would like to invite him to witness the
miserable condition of the ill-fed and half-clad tillers of the soil in the
villages, who have been reduced to the verge of starvation, not only
because of bad monsoons, but also because of the financial policy of the
‘Government. The abnormally low price of paddy in Bengal has beem
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such this year that the peasants have been obliged to part with almost
the whole of the produce of the year to pay rent and taxes, leaving very
little to feed themselves for the next eight months, before they can grow an-
other crop. This is a serious state of affairs, which no Govermment having-
the least concern for the welfare of the agricultural population can ignore.
Your Agricultural Commissions and policy of development of agricultural
research will not avail them, unless you see your way to devise means of
leaving sufficient grain for the consumption of those who produce it, and
I ask the Government, with all the emphasis that I can command, to-
Make up the question for solution, without delay, if they are really sincere
in their professions of sympathy for the masses.

The Honourable the Finance Member has said that it is essential that,
at this transitional stage of the constitution, there should be full confi-
dence, wherever possible, between the Government and the Legislature,
and I therefore invite the serious attention of the Government to this dark-
spot of their financial policy. The inevitable struggle between capital and
labour is the outcome of industrialisation, which has not brought peace
anywhere in the world; and he must be a very bold man, who can state
that the problem will be solved by the Royal Commission on Labour.
The real solution lies in de-urbanisation and allowing the villages to flourisir
amidst the peaceful and happy surroundings of agricultural pursuits, and
not in the slumlife of towns.

As regards the appeal of the British- Government for Imperial Prefer-
ence, although the Finance Member does not ask us to commit ourselves.
to its principle, he has curiously enough asked us to adopt it in India’s:
intcrests at o critical juncture. In spite of his assurance, we must inform
him that Indian opinion will refuse to accept Imperial Preference in any
shape or form.

I began by saying that the Government ought to keep in view ite-
income while framing the programme of expenditure, and should never
allow itself to frame a budget in the hope of raising a loan or imposing
taxes. But unfortunately this canon of sound finance does not appeal to
the Goyernment of Indir, who may ask how they are to carry on the:
administration of this vast country with the amount that is available,.
without incurring loans and imposing new taxes. My reply is in two words—
reduce expenditure. If you yet ask what expenditure can be reduced, L
sha!l point to the military expenditure and high salaries of civil officers.
If vou had brought down vour military expenditure to at least fifty
crores, as prescribed by the Retrenchment Committee, you could have
avoided the deficit budget, but you do not reduce the military expenditure
on the plea of enabling the Army to carry on their plan of re-equipment, and
only show a little decrease by spreading the programme of re-equipment
over three years instead of two years, which is thus no real reduction.

The Brussels Conference has laid it down, with the full concurrence-
of the Government of India and the representatives of the India Office,
that the military expenditure of a country should in no case exceed ome-
fifth of the revenues. I ask you to accept this standard and reduce your-
military expenditure. This can be easily done by Indianising the Army
at once, which will serve the purpose for which the Army is maintained,
according to the Report of the Army Commission of 1879, viz., (1) pre-
venting and repelling attacks or threatened aggressions from foreignr
enemies beyond our border, (2) making successful armed disturbance or:
rebellion, whether in British India or feudatory states, impossible, and (3)
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watching and overawing the armies of feudatory native states. But over-
looking those weighty observations of the Army Commission, the Indian
Army is retnined for the maintenance of balance of power, not only in
Asia, but in the whole world. The present Premier of England, Mr.
Ramsay MacDonald in his book ‘‘The Government of India'' has said:

‘A large part of the army in India. certainly one-half, is an Imperial Army, which

England requnires for other than purely Indian purposes, and its cost therefore should
‘be met from Imperial and not Indian funds.”

The North West Frontier from the Pamirs to the sea is the most
important land frontier of the British Empire, and its defence and main-
tenance should not be saddled upon the Indian taxpayer alone; we can
justly claim to be freed from at least a major portion of this burden,
and I commend this to the very serious consideration of the Government
of India and the Home Government. The Esher Committee has laid
down that, so far as the question of Imperial defence is concerned, the
Tilitary policy of the Government of India must be in consonance with
the military policy of Imperial defence, and in this view, are we not
entitled to demand that the Imperial Government should also share the
burden with us?

Besides, 8Sir, if you eliminate the British element to the extent of at
least half of its prescnt strength, and replace them by Indians, you can
reduce the expenditure by more fthan five crores, for it has been pointed
out by the Inchcape Committee that the cost of an Indian soldier is
Rs. 681 per annum, while that of the British soldier is Rs. 2,508 per
annum. But then it will be argued that the British soldier has got greater
military qualities than the Indian soldier. (An Honourable Member:
*‘Question.’”’) That argument is belied by history. The Rajputs, Sikhs
and the Mahrattas, as also the Qurkhag and Pathans, make as good
soldiers, if not better, if they are given the necessary training.

It is said that the ideal which is kept in view about military expendi-
ture is an Army in India, not larger than is essential in India’s interests,
adequately equipped and fully trsined, so that India might obtain the
maximum service from a fully efficient force at the minimum cost. If I
ask Hiz Excellency the Commander-in-Chief, whom I do not see here,
whether the above ideal has any place in the military policy of the Gov-
ernment of India, His Excellency’s answer is bound to be in the negative
in view of the facts stated above.

As for the expenditure on civil administration, I am not aware of any
other country in the world where its officers are so highly paid compared
with the average income of the masses of the people. In a poor country
like India, Rs. 1,000 per month should be the maximum salary, and the
best intellects will always be available, when we find the flowers of Indian
Universities serving at even a less salary than that. The gentlemen on
the Treasury Benches, who would not like to be there on this salary,
may make room for patriotic Indians, to whom salary will be of no con-
sideration. (Laughter.) At the present moment you have at least one
such patriotic Indian in the person of the Honourable the Law Member,
whom I do not see here, who has sacrificed a princely income at the Bar
in the prime of life to serve his country according to his lights, and I can
;assure you that there are many who will be willing to accept much less
for the sake of service to their motherland. In this way, if you reduce
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the high salaries all round, you will be able, not only to avoid a deficit,
but will be able also to reduce greatly the burdens of taxation. Sir, year
in and year ou, we have been pressing for a reduction of hngh sa.]anes.
but the Government have mot thought fit even to consider this aspect of
the question . . . . .

Mr. D. K. Labiri Chaudhury (Bengul Landholders): How can you com-
pensate for the five crores?

Mr. Amar Nath Dutt: They can compensate for it by replacing half
of the British element in the Army by Indians. And the reason for not
considering the question of reduction of expenditure is obvious for you
want employment for men for whom England cannot provide, and through
them you want to carry on the exploitation of this country by having &
market for your goods, which you eannot sell elsewhere, and by getting
cheap raw materials for your factories. So long as Indla can be treated
#s the milch-cow of the Empire, there is hardly any hope of reduction of
expenditure or taxes.

The Honourable the Finance Member has a fling at us for what he
considers to be an insistent pressure for increased expenditure on particular
projects, such as improvement of conditions of service, education, hospitals
and sanitary arrangements, agricultural endowment, police, roads, etc.,
while admitting a general demand for retrenchment and economy. He
forgets that, while we ask for improvement of conditions of service, we
do not ask for luxurious saloons for their tmvellmg or overseas allowances
in addition to high salaries. What we ask for is that the ill-paid Indians
should get such remuneration as will enable them to feed the mouths and
clothe the bodies of those that are dependent upon them, and a fulfilment
of this demand would bear but a very insignificant proportion to what is
spent for the advancement of the members of the superior services. I
regret, Sir, that this should be made an excuse for increased expenditure
without renlly doing anything substantial for the mitigation of the suffer-
ings of the ill-paid members of the subordinate services.

As for demands for expenditure on education, hospitals, sanitary
arrangements, agricultural endowments, etc., you have done nothing save
and except the creation of some high posts wzich benefit none except the
fortunate recipients of these posts. The ‘only solution for the reduction
of expenditure lies in bringing down high salaries of civil and military
officers and formulating a scale of salary on the basis of the average
standard of living of the Indians, and if the foreigners wish to serve in
India, they should be asked to accept that standard.

But, Sir, I forget that the central fact round the Budget is the power-
lessness of this House to assert itself, for we are painfully aware of the
exercise of autocratic powers for the restoration of the budget cuts and
certification of taxation Bills. We have been asked to exercise a calm
and judicial spirit in pronouncing our judgment, for the times are not
ordinary, as within a few months the representatives of India will meet
the representatives of Great Britain to discuss, in the fullest and frankest
way, the future of this great country, and much will depend on the spirit
in which they meet. Sir, we are prepared to meet, in all humility, the
representatives of Great Britain if they are prppared to listen to the
doleful tale of foreign exploitation of this ancient country under their rule
and would agree to a constitution for the future Government of India
which will make the Indians the arbiters of their own destiny to enable
them to march forward towards peace and prosperity, as she did, in days
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of yore. Sir, while on this subject I may be permitted to point out that
delay in this matter has been the cause of the attitude of some political
leaders to which the Honourable the Finance Member has referred in his
speech, and further delay in announcing the personnel and time of the
Conference may stand in the way of peaceful and orderly evolution,
responsibility for which, according to the Finance Member, rests with the
leaders of public opinion as represented in the Assembly and outside. I
do not agree with the view that the responsibility rests solely on our
shoulders. The responsibility lies equally with the Government, and in
order to create an atmosphere of perfect peace and goodwill, there should
be a general amnesty to all political prisoners and withdrawal of all pend-
ing political cases. However much you may disapprove of the methods
of those that have been convicted, you cannot deny that they were
actuated by the highest motive for the amelioration of the condition of
their countrymen by the establishment of Swaraj, to which you are pledged
by the solemn declaration of your Sovereign and the British Parliament.
Iyask not for a temporary suspension of differences, but for a complete
eradication of the seeds of mutual distrust and the establishment of good-
will between England and India, whose course of historical evolution and
destiny has been mixed up by an all.-wise Providence.

The goal lies through rocks precipitous but not insurmountable, leading
to the summit of Sumeru, where rests the golden star of Swaraj, and if
you help us in attaining it, it will be one of the proudest days in the
snnals of England, as was prophesied by a great Englishman nearly &
century ago.

1 can do no better than conclude with the hope contained in the lines
of a great Bengali poet, Nobin Chandra Sen:

Sanmukhey Ajnata Sindhu,
Vasey Krishnapadatars
Ei tiray Sandhya
Usha Anyatsrey mugdhakari
‘“Though before us, the unknown ocean lieth,
We shall steer with divine faith
Through the darkness of night
To a glorions morning light.”

Mr. R. K. Shanmukham Chetty (Salem and Coimbatore cum North
Arcot: Non-Muhammadan Rural): Mr. President. though there was a
tone of subdued optimism in the speech of the Honourable the Finance
Member last year, he was not unconscious of the anxious times that were
ahead of him; but the feeling of optimism prevailed in the whole of his
speech, because summing up our general financial position he then said,
‘I think one is justified in feeling confident as to the future’”’. While that-
was the feeling of the Honourable the Finance Member, the general finan-
cial situation of the country was viewed with mixed feelings on this side of
the House. While some felt cause for disappointment, others were very
anxious about our financial future, and in my speech last year I ventured
to state this:

“Y do not want to concentrate upon the bad patches in the financial situation of the
cpuntry. Even without concentrating one’s attention on the bad patches alone, I must
be excused if T venture to remark that, if there is no cause for alarm, there is cause
for anxiety, and certainly no cause for jubliation.”
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8ir, subsequent events have proved that we had sufficient cause to feel
anxious. But it must, in fairness, be said to the Finance Member that,
in spite of his feeling of optimism, even in his last Financial Statement he
disguised none of the difficulties, and exaggerated none of the favourable
‘features. But, Sir, after the lapse of one year, we see that the difficulties
that he anticipated have proved to be of a more permanent character and
that the favourable features of the Budget have proved to be temporary.

In considering the Financial Statement for the coming year, I must
ccngratulate the Honourable Member for the very vivid picture that he
has given of the financial situation. He has attempted to give us a very

18 N full picture in which he has presented, in very clear and un-
99" ambiguous terms, the difficulties that lie ahead of us. Looking
back on the last two or three years, we find that the gap between revenue
and expenditure, which many of us thought was probably temporary and
‘might be bridged over, has proved permanent and is growing wider. Bir,
what has been the revenue and expenditure position for the last three
years? In 1927-28, the anticipated deficit of 168 lakhs has proved to be
an actual deficit of 221 lakhs. In 1928-29 an anticipated surplus of 29 lakhs
has turned out to be a deficit of 105 lakhs. In 1929-80, the budget deficit
of 90 lakhs has turned out to be a revised expectation of a deficit of 410
lakhs. The gap during the last three years has therefore been about 738
lakhs; and this gap has been made good from three sources. 295 lakhs
of the Revenue Reserve Fund has been utilised. 289 lakhs, representing
abnormal revenue receipts in the current year, have come to the help of
the Finance Member, and 156 lakhs of the German liquidation fund have
been taken to balance the Budget. But to appreciate the true position
for the last three years, you must not forget the fact that, in addition to
these three sources, we have utilised 74 crores of the uncovered liability in
the Post Office Cash Certificates. Assuming that the abnormal revenue
receipts are legitimate revenue receipts, and that the entire Revenue Reserve
Fund was the result of revenue surplus, the fact still remains that 166 lakhs
of the German liquidation fund and the 7} crores of accrued liability in the
Cash Certificates have been utilised to balance the Budget. The real deficit
therefore hus been over 881 lakhs, leaving aside the revenue surpluses. The
TRevenue Reserve Fund, which the Honourable Member’s predecessor set
apart for an entirely different purpose, has been utilised to balance the
Budget. The receipts from the German liquidation fund, which, according
to sound canons of finance, about which we are reminded often by ths
Treasury Benches, should have gone to the Sinking Fund, have been utili-
sed tc balance the Budget, and the accrued liability of the Post Office Cash
Certificates has now been added to our permanent debt. The whole situa-
tion then comes to this, that we have lived on borrowed capital and extra-
neous windfalls during the last three years. When the financial position
of the last three years is reviewed from this point of view, Honourable
Memberg will realise that the gratification that we all felt over the extine-
tion of the provincial contributions must be tempered by the true state of
affairs which has been disclosed since then. The Financial Relations Com-
mittse, which fixed the measure of provincial contributions, expected that
the help from the provinces was meant to tide over the temporary difficul-
ties of the Central Government, but, Sir, subsequent events have proved
that those expectations have failed, and the temporary difficulties of the
Government of India have proved to be more of a permanent character.
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Even in his last year's Financial Statement, the Honourable Member
had warned us to be prepared for fresh taxation, if necessary. He said:

“But I wish to leave Honourable Members in no misapprehension on this matter., If
additional taxation proves to be necessary in the following year, the need will have to
be boldly faced.” )

He has now. told us that the need has arisen, and he has attempted to face
the need boldly from his point of view. In asking us to be prepared for
frosh tuxation in the coming year, the Honourable Member gave us what
he considered to be proper rules of conduct for his guidance in this matter.
He said that, before resorting to fresh taxation, he must be convinced thut
revenuc will not expand any further, that he must be convinced again that
expeaditure is now at a level beyond which it cannot be curtailed, and
thirdly he wanted time to study what will be the avenues of useful and
the least harmful taxation. So far as the expenditure side is concerned,
1 am afraid I cannot agree with the Honourable Member’s conclusion in
this matter. His position comes to this, that the Government of India
bhave now reached a stage when it is not possible to curtail expenditure
apy turther. The wtmost that they can do is to see that if there is any
increase in experditure, it will be counterbalanced by a corresponding re-
trenchment in the various departments. It will serve no useful purpose for
mo to say in what respects expenditure may still be curtailed. I will be
driveu to the inevitable Military Budget and various items of expenditure
in the Civil Budget. But our experience has shown that it is absolutely
of no avail to give any suggestions in these matters. So far as his estimate
of the revenue side is concerned, I entirely agree with him. We have now
reached a stage when the normal expansion in the growth of our revenue
has come to a standstill. That is the estimate that the Honourable Mem-
ber himself makes of our financial pesition, and I entirely agree with him.
This only shows that the fears that we on this side entertained for the
1ast four or five years have been justified. We have very often said that
the industries of this country have been crippled, and that the purchasing
power of the masses has been reduced; but we have been told that we are
weeping like Jeremiahs when there is no cause for it. Sir Basil Blackett
was of opinion that we were taking an unduly pessimistic view of the whole
situstion. But if the Honourable Member himself has been forced to the
conclusion. that the normal growth of the revenue has come to a stand-
stili, it only proves that the fears that we entertained have been justified
by subsequent events. My Honourable friend has attributed this state of
affuirs to world causes. Certainly world causes have operated in bringing
about a depression in which we also have to take our share. Added to
thase world causes, the artificial appreciation of eurrency which was brought
about in the teeth of non-official opposition has accentusted the whole
gituation. The appreciation of the currency and its effect has been further
accentuated by a stéady fall in world prices. When the Currencv Bill
was diseussed, I pointed out from the index figures of the United States
that there was a gradual fall in the gold prices of the world, and t!mt an
appreciation of our currency at such a period will accentnate our difficul-
tiea. Sir Basil Blackett challenged my statement at that time. He relied
upon the policy of the Federal Reserve Bank to keep the prices of the world
it n certain Iével, and he was of opinién that there was no cause to appre-
herid a further fall. But the index figures that my Honourable friend has
given in his financial statement have now proved that our contention was
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correct. As a result of all these various factors, some of which are un-
avoidable . and.some of which, in our opinion, could have been avoided,
we are now faced with a deficit budget, a deficit which, according to the
calculation of the Honourable the Finance Member, is a permanent deficit
and must be provided for.

Sir, at this stage of the discussion, I do not propose to examine in detail
the merits of the various proposals that the Honourable Member has made
for fresh taxation. These I propose to reserve for the time when the
Finance and the Tariff (Amendment) Bills are taken up for consideration.
But on thig occasion I would like to make only one or two general observa-
tions.

My attention is naturally drawn to the duty on cotton piece-goods in
the first instance. In so far as the Government of India have responded
to tho repeated call of the cotton textile industry for a measure of protec-
tion, the proposals are certainly welcome. But unfortunately the situation
has been complicated by the introduction of Imperial Preference. While
talking of Imperial Preference, it is difficult to avoid a certain amount of
prejudice and to escape from pre-conceived notions. Sir, I might state my
visw of the situation at the outset and it is simply this. I do not object
to Imperial Preference simply because it is Imperial Preference.

* Mr. B. Das (Orissa Division: Non-Muhammadan): Since when have you
ckanged your mind?

Mr, R. K. Shanmukham Chetty: Nor am I prepared to say that I will
accept Imperial Preference as a policy.

Mr. B. Das: Hear, hear.

Mr. R. K. Shanmukham Ohetty: So far as I know, except the volun-
tar; preference that the United Kingdom has given to certain Empire pro-
ducts, no country in the British Commonwealth has yet declared in favour
of Tmperial Preference as a policy. Some years back, while I was in
Australin on the Empire Parliamentary Delegation, I attended a Conference
of Empire Statesmen where the subject of Imperial Preference was dis-
cussed. Speaker after speaker from the Australian Parliaments said that,
in their Tariff policy, they would be guided solely by the consideration of
the interests of Australia first and foremost. And may we not be permitted
to sav that, in the framing of our tariff proposals, we shall be solely guided
bv the fiscal and economic interests of India and India alone?
If it is possible to devise a scheme of tariff by which Indian indus-
tries will be able to get all the protection they want, by which the Indian
consumer will not be affected, and by which you will give some sort of
preference to Empire products, then certainly I, for one, will not object
to it. (Hear, hear.) But, Bir, so far as I have studied this aspect of the
protlem, I think it is very difficult to devise a scheme of tariff which will
satisfy these three conditions that I have mentioned. It must give all
the protection that the Indian industries want, it must not prejudicially
affect the interests of the consumers in India. When the time comes to
exnminc these proposals in detail, I shall develop this argument and I shall
then try to show whether the scheme of tariff that has now been proposed
will conform to these three principles which I consider ought to weigh with
us. I would leave the matter at that.

T would now like to say a word on the silver duty. The proposal for
the levy of duty on silver is mixed up with the situation caused by the
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‘Government of India in the sale of silver. My Honourable friend, I know,
would not agree that the fall in the price of silver has been brought about
by the action of the Government of India but he capnot deny that the
situation has been accentuated by the sales of silver by the Government of
India. 1 am not one of those who would ask the Government not to sell
-silver under any circumstances. On the other hand, looking forward, as
I do, to the establishment of a gold standard currency in our country, I
‘want that the silver in our currency reserve must be replaced by gold,
"because the longer you postpone this operation, the longer you will postpone
the realisation of a gold standard currency. But what does the Honourable
Member do with the proceeds that he realizes from the sales of silver?
If he had replaced it by gold, then I would certainly have had no objection.
But it he proposes, as he has done in the past, to utilise the proceeds simply
to meet the expenses of the Secretary of State, then I strongly object to
-guch a policy. The proposal to levy the duty on silver, as I said, is con-
nected with the action of the Government of India in disposing of their
surplus silver. No doubt the duty that he now reeks to impose will to some
extent increase the value of the silver hoardings in which the poorer people
have invested their money. This aspect of the question also will again be
examined in greater detail when the Finance Bill is taken into consideration.
"But there is one aspect of the question to which I would draw the atten-

tion of the House at this stage.

Mr. President: The Honourable Member is now exceeding his time-
Yimit.

Mr. R. K. Shanmukbam Obketty: I am sorry, Sir. May I know what is
‘the time-limit?

Mr. President: The limit is 20 minutes.

Mr. R. K. Shanmukham Chetty: The Honourable Member proposes to
levy a duty of 4 annas per ounce, which comes to very nearly 20 per cent.
But he does not propose to increase the duty on silver ware and silver
thread, which now pay a duty of 80 per cent. If the silver duty is neces-
sary, then I would submit that, as & corollary to that, there should be a
corresponding increase in the import duty on silver ware and silver thread.

Sir, as you have already reminded me that the time at my disposal is
ccoming to an end, it is not possible for me to go into any other points. I
would only conclude by saying this, that the Honourable the Finance Mem-
‘ber, by his proposals for new taxation has certainly balanced the Budget,
but as a representative of the Central Government, he has got a greater
duty than merely to balance the Budget. The Central Government and the
Central Legislature. as the custodians of national finance, have to devise
ways and means for increasing the national wealth of the country, and
thereby to increase the resources at the disposal of the Provincial Govern-
ments, 80 that the Provincial Governments may in time take on hand
great schemes of social and other beneficial legislation, With this object
in view, it is high time that the Honourable the Finance Member should
concern himself, not merely with the task of balancing the Budget, but of
improving the general economic situation of the country, improving the
sgricultural and industrial situstion in the country and in that task, may
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I give him a suggestion? He must appoint an Economic Advisory Coun-
«cil, on the lines of the Council recently announced by the Labour Govern-
meut, so that such a Council might, from time to time, advise the Central
Government ag to the measures that are to be taken for developing the vast
nsturul resources of the country, and thereby increase the national wealth
of the country and place at the disposal of Provincial Governments funds
for nation-building services. (Hear, hear and applause.)

8ir Purshotamdas Thakurdas (Indian Merchants’ Chamber: Indian
Commerce): Sir, I think it is a tragedy of fate that the year for which
promiscs were held out to us by the previous Finance Member that this
House would be able to gloat over surplus baltnces and dole out ull sorte
of contributions to nation-building depurtments and make remissions of
taxation should be the year when the Honourable the Finance Member is
forced to put before us a Budget proposing additional taxation going up
to not Rs. § crores as the Honourable the Iinance Member estimates,
but nearer to Rs. 7 crores. The past three yvears, whatever may have
been the cstimates at each budget time of surpluses, have in actual fact
resulted in deficits. In 1927-28, the deficit was Rs. 2:21 crores, in 1928-29
Rs. 1'06 crores, and for 1929-80, it is estimated at Rs. 1°56 crores. Add
to this the loss which the Honourable the Finance Member estimates for
the next year, that is Rs. 4°10 crores, making a total defiait of Rs. 8:93 crores
for four years. But this does not enable the Finance Member to wipe off
‘the liabilities which were left uncovered, nnd he proposes to regard as
permanent debt the acerued liability on Postal Cash Certificates, which
amounts to another Rs. T} crores, and the total thus amounts to Rs. 16}
orores, including the next year. This has been met, or, is proposed to be
met, by adding Rs. 74 crores to the permanent debt and by utilising what
‘are called windfalls of the German liquidation account of Rs. 1} crores
and by utilising fully the revenue reserve of Rs. 2:'95 crores. The total
by this means amounts to Rs. 12 crores, leaving an amount of Rs. 4'42
«crores to be recouped from tuxation. I will quote, Sir, the exact words
in which the “‘undertaking'’, according to one Honourable Member who
‘8poke last year on the Budget, was given by the previous Finance

Member, Sir Basil Blackett, regarding what his suocessor would be able
to do:

“From 1929-30 onwards it will be the privilege of this House and of my friend and
‘augeessor, Sir George Schuster, whose aocceptance of the post is a matter of great
personal satisfaction to me, to find no outside claimant to the recurring uses
‘which I hope it will be their good fortune to enjoy in the coming years and they will
be fres to turn their minds on the one hand to new directions in which money can be
ussfully laid out for India’s advancement and on the other hand to the resdjustment of

the burden of taxation and to those reductions of taxation, so welcome to tax-gatherer
and taxpayer alike.” )

(At this stage Mr. President vacated the Chair, which was taken by
Mr. Deputy President.)

These, Sir, were the hopes held out to this House when a certain currency
policy had to be forced in the teeth of our opposition in 1927, and it is a
tragedy of fate that we should today be faced with a situation where the
Honourable the Finance Member has to urge this House to agree to fresh
taxation, taxation not for the purpose of spending more money oun nation-

building activities, but for the purpose of putting the finances of the Gov.
ernment of India in, what I may call, a solvent condition. It is n tragedy
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of fate for us, but us fur as the Government which during the regime of the
previous Finance Member pressed upon the country this policy in the
teeth of our opposition is concerned, one can hardly sympathise with
them. All thut one cun say is thut while the suffering is the country’s,
us far as the (Government are concerned, they well deserve the anxiety
which iust be theirs too-

The Honourable the Finance Member now says that he is left with.
no opticn but to ask the Assembly to consider fresh taxation, and before
I proceed to examine, in broad details, some of the heads of new taxation,
may I touch upon vne subject in connection with which I find it some-
what difficult to understand the intention of the Honourable the Finance:
Member. I refer to paragraph 28 of his speech. Whilst there is a deficit.
which he wante to be made up by fresh taxation, the Honourable the
Finance Member asks us to agree to an equalisation fund, » reserve fund
as far as the interest on the Gold Standard Reserve is concerned. In fact
he has already made up his mind to start that fund with £100,000 and
he proposes to put another £50,000 this year to it. A sum of £150,000,
in these days, when fresh taxation is said to be inevitable cannot be over-
looked. 1t is something like 20 lakhs of rupees. I wish to ask the Honour-
able the Finance Member what justification he has, even on the most
conservative lines of finance, for asking us to approve the creating of this
fund. If he can do away with it, his demand for fresh taxation would be
smaller to that extent. He explains by saying that the sccurities held
in the Gold Standard Reserve have tc be revalued at certain intervals,
and | understand that this revalustion is to be ulmost monthly. I do not
object, Sir, to the securities in the Gold Standard Reserve being kept at
the correct market rate from month to month or even, week by week.
That is our security against paper currency, and I am anxious thnt the
paper currency, which we all want to be increasingly popular in India,
should have as true and substantial a backing as possible. Rut is it neces-
sarv, Sir, where the securities in the Gold Standard Reserve are short
term, to debit the revenues of the country with the temporary discount
which may prevail in the market rate? I have in my hand, Sir. the
latest report of the Controller of the Currency for the year 1928-29, and’
I see that the securities amounting to £88,189,000 consisted of British Trea-
sury Bills and Treasury Bonds maturing in April 1920, February 1980,
May 1980, in 1980-82, in 1981-88, 1982-84 and 1988-85. These short
term maturities, in case of set backs in market valuations, hardly require-
to be provided for by taking away lump sums from the revenue for the
simple reason that in one or two or at the most five years, as the case-
may be, these securities are repayable at par. I suggest to the Honourable
the Finance Member that, unless he wishes or expects to have to sell these:
securities in the Gold Btandard Reserve in the near future, it is not neces-
sary for him at all to provide for the depreciation—temporary deprecia-
tion—in the market valve of these secunities out of our revenues. T do not
know whether it can be the intention of the Finance Member to touch
the securities of the Gold Standard Reserve for supporting the Govern-
ment’s pet ratio of 1s. 6d. But T should be extremely sorry for the people
of India and for the Government of India if Government's thoughts were
running in that direction. I wish very strongly to protest against any-
thing being debited to the revenues of this country for these temporary
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depreciations in these short-term securities of the Gold Standard Reserve.
1 do not wish to pursue this any further. I hope the Finance Member
will see the point of what I am urging. Either he wishes to sell the
securities in the near future and wishes to provide for depreciation on it
in anticipation, or if that is not his intention, I suggest that it is unnecessary
and this provision of £150,000 should not be approved of by this House.

Now, Bir, to return to the question whether taxation is justified i.n
these circumstances or not. The Honourable the Finance Member says, in
paragraph 87 as follows:

“It will be unwise to allow such an ari;lument to prevent the in’.’roduction of new
taxes sufficient to meet the situation as 1 have to present it today;

This makes me feel that my Honourable friend is not prepared to base
his Budget on the prospects of revenue going up. In fact, 1if I may put
it more clearly, he upprehends that,.as far as India is concerned, we may
not be out of the wood yvet, and the unprecedented depression which is
at present overshadowing the commerecial, industrial and agricultural
operations may not be the worst that is in store for the country. A very
cautious stand, I concede; but at the same time it is one which does not
gve a good omen for the year 1981-32. His main reasons are contained
in paragraphs 88 and 89. He pleads that:

“Some of our present sources of revenue are likely to disappear, and, in the case of
others, reductions may become desirable.’’

He particularly refers there to opium. The reduction therein is
Re. 80 lakhs o year, if I remember aright, and by 1985 the whole of the
opium revenue, which amounts to about a crore and 40 lakhs of rupees
net, is likely to disappear. I fully realise that this will have to be pro-
vided for, but there is no reason why we should provide for all that this

year when trade, industry, and the general conditions of the masses are
at their very worst.

His next reason is :

““New needs for expenditure are constantly likely to press upon us and I have
already referred to some of the new nr:?tc:u which are now being developed.’

If he has faith in the conditions not growing any worse, may I not ask
him to pin his faith on the normal development of revenue ag happens in the
ordinary eourse? Anything over and above that need not be undertaken,

snd I do not think fresh taxation can be said to be justified on this ground
of his.

His third reason is in paragraph 89:

“Yet another consideration is this. We have, in my opinion, been working in the
past three years with a dangerously low margin. In & country like India, subject to

t risks of loss of revenue from failure of rains or from floods it is desirable to
ave some margin of revenue,’’ etc.

I agree that every person who has got to manage the finances, be it of
a corporation or a country, always likes to have something in hand on
which to full back. If it was a question of his gitting on what he had in
hand as against his having to distribute it in remission of taxation, I
might sympathise with this reason of his. But where it is a question of
drawing more out of the people by way of taxation in order that he may
have a comparatively comfortable berth in which tc travel next year, I am
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afraid we must protest and ask him to curry on as Government did in
the past, when wc¢ were told that the margin the Government of India
had in hand wias umple. It is the same Government of India that asks
us today to approve of new taxation and we muet remind them of what
they carried on with in past years, when they misled the country into
the vicious circle the country is in.

Sir, as far as retrenchment in civil administration is concerned, the
Finance Member has come to the conclusion that there is not much room
for that. He however has frankly told us in paragraph 19 that:

‘“A time-scale basis has been adopted in practically all departments, and this is an
inevitable commitment, and, unfortunately, we have not yet approached anything like

the peak figure.”’

I'he increase under this for the year 1930-81 is Rs, 25 lakhe. Obyiously,
once such liberal increases are made on a time-scale basis, Government
must find it difficult to go back upon same. Naturally they cannot now
expect any sympathy from this side of the House. When these increases,
the details of which I need not go into now, were made, they were made
on an extravagant scale, without conmdermg the capaoity of the country
to stand fresh taxation, and one can only insist that (Government must
reverse their extravagant policy even now.

The main point, however, is regarding military expenditure, and I
cannot help wondering how the Finance Member reconciled himself to the
trifling reduction of Re. 80 lakhs for the next three years in the Military
Budget. I wish to remind him of what the Inchcape Committoe said in
their general conclusions on the Military Report. They said, and I am
now reading from the general conclusions in Part I, paragraph 3:

“We, thereforo, believe that the adoption of our recommendations will snable the
estimates in subsequent years to be reduced to a.bont Rs. 57 crores irrespective of any
savings due to further economies or falling prices.’

The fall in prices of articles required by the Military Department has
been in two directions. There has been a substantial fall in prices of
those articles which the Military Department use,—food grains, fodder,
piece-goods, both cotton and woollen, iron and steel, motor cars and other
articles of transport—these have all substantially gone down since the
Inchcape Committee submitted their Report in 1928. But above all, the
very substantial expenditure in sterling which the Military Department
incur in London has had a great windfall in the appreciation of the rupee.
In no Department of the Government of India can there have been an
automatic reduction in two directions, and a reduction not from 1s, 4d.
to 1s. 84. only, but from something under 1s. 4d. gold, as the exchange
prevailed in 1928, to the 1s. 6d. which Government are struggling to
stabilise today. I would very much like the Finance Member t have a
statement prepared showing the drop in priceg of the various articles
which the Military Department require for their use from day to day in
a year, and also what has been the saving in rupees in the sterling expen-
diture of the Military Department in London. I ecannot help coming to
the conclusion that this aspect was not examined by the Finance Depart-
ment of the Government of India when they concluded their arrangement
for a reduction of Rs. 80 lakhs for the next three years. On a very rough
and pasual calculation—and I do not claim that it is accurate—I have come
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to the conclusion that the saving in the military expenditure for the above
reasons alone should be somewhere in the neighbourhood of Rs, 4 crores.
There is a further saving. I see from the Explanatory Memorandum of
the Financial Secretary that there has been a reduction in the pay of
British troops, owing to new recruits being taken on on reduced rates of
pay, nmounting to Rs. 25 lakhs. With all this, to tell us that the reduction
for the next three years agreed to has been on the basis of Rs. 80 lakhs
on the whole i, to my mind, to rely a bit too much on our credulity. If
this House had a free vote on military expenditure, I mean if the whole
of this expenditure was votable, one would say to Government, ‘‘You have
got to make the reduction from the Military Budget because it is not only

fully justified but it is over due.”” (Hear, hear.)

I would further like, Sir, to draw the attention of the Honourable the
Finance Member to what the Inchcape Committee said under the head,
“‘Royal Air Force’’. The budget estimate for the year 1922-28 on this
was a crore and 41 lakhs of rupees. The Inchcape Committee have only
ten lines in their Report under the Royal Air Force.. But they conclude
with this very significant sentence which, I am afraid, the Government of
India in the Finance Department may have forgotten now. They say:

““And (since) there is a possibility that the extended use of the Air Force might
result in economies in expenditure on ground troops’’ (Hear, hear.) “we make no recom-

mendations.”’

Ifas anything been done in this direction or have Government been
agreeing to the Military Department spending more on the Royal Air
Force without making any reduction either in our ground troops or in our
cavalry or in any other paraphernalia of war? If so, all that I can say
is that, whilst the British Cabinet has been working for disarmament in
the whole of the civilised world, here in India our Government have been
steadily increasing their resources in that direction. (Hear, hear.) Do -
Government expect us to be a party to fresh taxation when they continue
to do something quite different from whsat the British Government havo
been pressing on the whole civilised world with what looks to me like so
much justification and—if I may say so—with so much credit to the.
Premier, Mr. Ramsay MacDonald? Sir, the conclusion that I, therefore,
draw is that this deficit of about Rs. 4} crores ought to be met by a reduc-
tion in the Military Budget, and no further taxation is wanted. But know-
ing as we do the handicaps of this House in voting on the Military Budget,
I have no option but to notice the taxation proposals of the Honourable
the Finance Member, with a view to point out where he is really recommend-
ing to us taxation which is unjustified. '

What is, Sir, the worst feature of the Budget as far as taxation is
concerned? The proposed taxation holds out no promise to us of the
money being spent in any direction which can be said to be of a nation-
building utility. In fact, it is to provide Government with the monev with
which to put their House in order after the mess made in 1927. In
fact, in the words of the Honourable the Finance Member himself—he
says this in his concluding paragraphs:

‘‘Becondly, principles of financial sonndness ure being doubly reinforced. No
financisl weak ts are being left as regards debt redemption and {ho cash certificate
liability, while I have provided for a margin of safety in case events next year prove

unfavourable.’’
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A very negative advantage, Sir. My reply is—there should have been
no weak spots left at any time, in .tlZe finances of the country. Is this

a confession and a condemnation of the policy of the Government since
1920-27?

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

I feel, Sir, that the other prospects held out to us by the Honourable
Member also require a little further examination. He says:

“Thirdly, we are making a substantial start towards a constructive econnmic pelicy
and opening the way for beneficial expenditure.’

One must always sympathise with the Government in that direction; but
in view of the past history of the Government till now, one cannot help
asking the question, huve the Government of India ever had any consistent
economic policy to follow which would build up the masses and the people
of this country? This is, I dare say, & blunt question to ask. The question
by itself carries its own condemnation; but one cannot help asking that
question in all frankness when the Honourable Member asks us to console
ourselves at the time of voting new taxation, that we should look forward
to help a constructive economic policy. But if the Honourable Memver
knew all the various promises made by the Government in the past when-
ever fresh taxation was asked for, and how great hopes given and expecta-
tions raised were set at naught as soon as there was any deficit to fill up in
the Government reserve owing to something else happening, he perhaps
would not have asked us to rely upon this so much. I wish to ask him, if
the Government of India, less than six vears back, appointed an Economie
Enquiry Committee presided over by Sir Visweswarayya, and has anything
heen done with that Report at all, or is that Report simply put on the
book-shelves of the Government of India to be looked at and referred to when
sumebody on the floor of this House refers to it? I want to repeat, have the
Government till now had any economic policy which they have laid down
and consistently followed? 1 do not wish to call this a good bait for us. 1
believe my Honourable friend is too straightforward and honest to put before
us any bait as such: but I cannot help reminding him that this will not
catch as far as we are concerned. Is he prepared definitely to earmark
any surplus that may be had out of this new taxation, after meecting a
deficit of Rs. 4 crores and odd, for this constructive economic palicy ? I know
he would say there is no precedent for it and no Government can do it. If
that be 50, I am afraid I cannot help having to heavily discount this parti-
cular attraction which he holds out.

Mr, President: The Honourable Member will have other opportunities.

Sir Purshotamdas Thakurdas: I propose to utilise every opportunity in
that direction.

Mr. President: The Honourable Member’'s time is up.

Sir Purshotamdas Thakurdas: Is it so? Just one word more and I will
conclude. I notice that all through the Budget the Honourable Member
does not refer at any length to the masses of the country or to their condi-
tion. There is only one reference to them and that is in paragraph 112
where he says:

“It is clear that the condition of the agricultural classes of India must be seriousl

affected, and it may be that, in order to maintain their position, they have to part wit!
an undue proportion of their own production.”
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T feel that, in presenting a Budget of the Central Government, it is neces-
‘sary for the Honourable the Finance Member to take a review of what has
happened during the current year regarding the condition of the masses of
I{\di%. The short statement I have just referred to is significant but requires
-elucidation.

But the most serious and thought-provoking part of the lines of policy
referred to in the same paragraph runs as follows:

“In the second place, it is desirable to encourage industrial development’
.und these are the words which I would like Honourable Members to mark—

“‘provided that this can be done in conjunction with, and as a supplement to, the
agricultural life of the country.’”

1s this, I ask, the policy of the Government of India? Is it the ideal
‘of the Government of India to encourage industrial development, provided
that it can be done “in conjunction with, and as a supplement to, the’
agricultural life of the country’’? Does that mean that they do not think
that the cotton textile industry of India requires their most earnest soli-
-citude, that the iron and steel industry requires their attention? Is it only
when an industry directly benefits the agriculturist that the Government of
Indiu will pay attention to it? I see that an import duty of almost 100
iper cent. on sugar is acceptable to Government, but an import duty of 15
per cent. is to be the maximum for piece-goods from the United Kingdom.
If what 1 have just quoted—and especially the way in which I read it—be
<orrect, it explains to us the step-motherly attitude that the Government
of India have adopted in this Budget regarding the cotton textile industry.
I propose, Sir, to follow your suggestion and to deal with the details of
‘this and other items of taxation on the relative Bills as they come. up.

Mr. N. 0. Kelkar (Bombay Central Division: Non-Muhammadan
Rural): I am quite content to exercise the privilege of & back Bencher and
to have my say on the Budget at an early stage of its discussion. But I
confess I never felt the time limit for speeches so galling as I feel it today,
being face to face with such a budget. I will, however, try to be as brief
and as terse as I can.

Last year, when I heard the budget speech of the Finance Member, it
sounded to my ears like the cautious treading of the soft padded footfall
of the tiger. But this year, the tiger has drawn out his sharp claws, and
‘we have before us an unrelenting budget with its pointed fingers digging

"into the vitals of the Indian people.

After I carefully read the budget statement at home, I was just scratch-
ing my head and wondering what good wofd one could possibly say for
it. One such word I ultimately found, and that was that it was a lucid
budget, mnot fin the sense, however, of sanity, but fin the sense
of clarity. A friend was sitting by me and he wondered at
my charitable frame of mind. He was simply excited over the Budget
and he tried to correct me by saying, ‘‘Oh, the Budget is not lucid, but it is
lurid”’. T at once willinglv accepted the correction, and only added that
the very lucidity of the Budget made its luridity more obvious. For the
Budget is lurid in this sense, that in its darkness are to be seen red and
blue flames, which make the spectator uncomfortable.
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Coming to close quarters with the Budget, I find that the Budget is-
really better in form than its average predecessor.

It tis obvious that the Finance Member wanted this time to concentrate
on only a few points in his budget stutement. We, therefore, find no re- _
ference ot all in his speech to the policy, for the year, underlying some cf
the departmental administrations; ¢.g., he bas not said one word about the
working of the Postal and Telegraph Department, and owing to, an unfor-
tunate convention, other departmental heads make no speeches. Perhaps
there was not much to be said by way of disclosing anything like a new
palicy for the Postal Department. But I take this opportunity to express
my sense of the general approval with which the policy of the head of this
Department for the last five vears has met at the hands of the critics and
general public. [ think, it is only fair to say that the Hon-
oursble Sir Bhupendra Nath Mitra was always anxious to Dbefter
the condition of the subordinate staff. During his tenure of
-office, he redressed many grievances of his  Department, which
was the most useful, but also the most neglected at one time
The Finance Member has said very little about the Military Department.
The only remark I wish to make in that connection is that there is still
greater need of economy in that Department than he seems inclined to
admit.

The Budget, I have said, is clearer than usual. But even then, one
fedls that more information should have been given to the public on certain
points. Personally I would like to learn more sbout the reparation amount
which comes first on the field, and in this connection, one would like to
get more information as to the share of India’'s total cost, in relation to
the War, und the share of the reparations she is getting.

The second thing one would like to have #s a full statement about the
gold resources of India. An enormous amount of the gold resources has
been dissipated in the Cwrrency Department since the new ratio was enact-
ed. Also.a full statement as to how the gold reserves were being establish-
ed, as was recommended by the Currency Commission, with a view to enable
India to come on to a full, real gold standard. But even greater was the
expectation of a full statement about the sales of silver operations. Admit-
tedly, an enormous amount of Government’s silver has been sold, and one
would like to know, what was the net loss in these operations. We laymen
have no idea of these things, and some of those who know better tell me
that the loss has gone up to very many crores. The question, therefore, is
how has this loss been made good? Is it made by mere contraction of cur-
rency and ad-hoc securities? Also was this purchase money of silver used’
for buving gold or gald securities? I do not here go into the vexed question
of the wisdom or unwisdom of silver sales at a time when silver prices have
fallen considerably. But one feels curious to know whether the total loss
invalved in the sales of silver was greater or less than the amount to be
eventunlly made up by the interest on the gold securities substituted if any.
One would similarly like to know whether the sterling loan of 12 million
raised this vear in England was indispensable, and whether the needed
amount could not have been raised in India itself or in any other country aé
a cheaper rate. My impression js that it would not have been difficult for
the Finance Member to raise a rupee loan for the required amount in India

“Yteelf. I mention these few points as instances of points about which we



THE GENERAL BUDGEI-—GENKERAL DISCUSSION. 1227

should have liked the Finance Member to give us more details in his budget
statement itself. For he knows that, on all these points, the I:}dxan public
take a very keen interest, and if I may say also, feel very suspicious about

the underlying policy of Government.

Turning to the Budget itself, as disclosed in the Finance Member's
statement, no doubt he has set out some six points as being the main
features of his Budget. IDut we on this side also have our own view of
its features, and I would summarise them as follows:

(1) It is a sadly deficit budgeb.

(2) It is marked by extravagance and almost hopeless in:abilib_y of
the Finance Member to control the growing expenditure.

(8) It imposes new taxation when the country is not obviously able
to bear it.

(4) It is niggardly in its provision for essential beneficial services.

(5) It is marked by -n revived tendency to go in for foreign loans.

(6) It shows an obstinate tendency to accept the new ratio as a settled
fact.

(7) It shows general callousness towards the depressed condition of
the country.

Let us take these points briefly in order. In his valedictory budget
statement, Sir Basil Blackett prophesied that ‘‘the era of deficits.
1z had come to an end’’. But what we now see is just the op-
posite of it. The deficit may partly be due to the failure of the natural de-
velopment of the revenue resources, but it is even more due to the extra-
vagance of the Government. If one analyses the expenditure side of the
Budget, it will be seen that enormous amounts are being spent on pro-
tection. Some functional development must of course take place in the
Government, but the expenditure on it seems to be out of proportion to the
benefit realised by that development. There is as yet no
inrush of democratic programmes in this countrv. And yet a
large amount seems to be spent on gratifying the ins-
tinet merely for immitation; and the least share of expenditure has
fallen to essential beneficial services. A shrewd observer has remarked
that ‘‘increases in Government expenditure have become 506 common, that
economists can now deduce general laws governing that phenomenon. Some
of the causes of increased expenditure are industrial revolution and transfor-
mation of the economie and the sodfial life of nations. Technical efficiency
is another of those reasons. Many nations have used their technical know-
ledge and equipment for war purposes, and forced themselves to engage in
& rivalrv and supremacy in military and naval display of preparation that
leads them to bankruptey.’”’ And vet there is another reason for the in-
crease of cxpenditure, viz.. mere immitation. This critic says:

“Public expenditure have increased, even in some comntries in which the progress
both of industrial technique and of democratic principles has been slow. Thene
countries. hackwardly political and undeveloped industrially, have immitated mare vru-
Rrebsive people at least in so far as it concerns implements and paraphernalia of warfare.
Cannon and gun boats they muat have thuugh even srhools and sanitation he lackine.
In some cases the rulers learnt the trick of public vredit, and while this Tesource lasted..
they were able to indulge in wild orgies of extravagance.' ..
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I think India can fairly be said to fall under this description. when we
compare the expenditure of Government on the Army, aviation, broad-
casting, foundation of Capitals, and the erection of palatial Governinent
houses, and the building of garden cities as in New Delhi, and appointment
-of committees and commissions, unnecessary and useless.

Retrenchment Committees made well considered recommendations, but
-extravagance seems to laugh at the wisdom of those who made those re-
commendations. The Finance Member has promised to appoint a new Re-
trenchment Officer. But that is, I think, mere eye-wash, for he has in
more places than one taken up in the Budget itself a definite position that
the new demands for expenditure are irresistible. and I wonder, if his Re-
trenchment Officer will be able to suggest or the Government will carry out
economies which come up to the money to be spent on
the Retrenchment Officer himself and his Staff! (Laughter.)

As regards the new taxation, I will not say much on that head in my
jpresent speech, because that subject by itself is likely to come up for dis-
cusgion later on. But I cannot allow this opportunity to pase -without
briefly touching the proposed cotton duties, for they are introducing for the
first time in this country the principle of Imperial Preference. The pro-
posals for taxation in this respect are interlocked. We can make no changes
by way of increasing the duties. All that we can do is, either to take the
proposal as & whole or to reject it. The Finance Member has put the
country in what I call a cruel dilemma. 1f we reject the proposals, we
have to refuse the protection to the Indian mill industry, to which it is
entitled in its present misery. On the other hand, if we accept the pro-
posals, we have to recognise and accept the vicious principle of Impenial
‘Preference. I wonder, if the present duties are an advance guard of the
Empire Crusaders, who are out for protecting the Empire by internal free
trade and external tariff walls. As the Manchester Guardian has aunid,
‘““Empire Free Trade means only an empire surrounded by imperial tariff
walls for the protection of Great Britain''. No doubt, in recommending his
proposals, the Finance Member hag tried to carry us into an elevated region
of dignity. He has disclosed to us the correspondence between this Govern-
ment and the Home Government, and has tried to persuade us that the
convention about fiscal autonomy is a rock-reality, and that in this cnse,
we have to hold our hand against Lancashire, because His Majesty's Gov-
ernment have not commanded us to do the needful, but come to us with
representations and appeals. ‘‘Was greater proof needed, "’ says the Finance
Member, that ‘‘Indin was & really self-governing country? Is there mnot
here one more piece of evidence, one more external sign of India enjoying
Dominion Status? What more should India want to gratify her pride and
honour?’’ But India, I assure the Finance Member, is not so gullible. She
knows that the Fiscal Autonomy is not a rock reality, but a mock reality
And Tndia is not so dense-headed as not to perceive the ‘‘Imperial Pre-
ference’’ which mv friend Mr. Birla has said “is now coming by the front
door’’. The Dominion Status that is indicated by the so-called hum'?le sup-
plication of the Cabinet to India is obviouslv as artificially n.pprecln:ted ne
the present Indian rupee. Nor do T believe that our acceptance of this pre-
ference is going to give us anything more in return than vacant possession
of Dominion Status, if T may use s somewhat legal phrase in a literal
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.sense. 1 am convinced, therefore, that the elected Members of the Assem-
‘ly would be utterly unfaithful to their constituencies and to the country,
if they accepted the Imperial Preference proposals in the foolish hope, that
‘they would bring Dominion Status any nearer to them.

I am nearing my time, and would like to conclude with only one point,
and that is, that the present taxation proposals betrav what I may call
u spirit of callousness in the Budget. One wonders how the Finance
Member could make himself bold enough to advance such proposals, when
‘*he knows and even admits that ‘‘the country is in the depth of depression’’.
We are still in the throes of a pninful process of adjustment of price-levels
owing to the new ratio. Stocks of manufactured goods are lying idle and
are not moving. Agricultural produce is of course being exported. but is
being sold at very low prices. Even supposing there is a visible increase
in the exports, it does not necessarily mean that a proportionate increase
in its money returns is being realised. Internal prices are admittedly low,
and yet the markets are dull. This can be accounted for only by the faot
that the people have lost their purchasing power. India's credit has
admittedly suffered a set back. ns is evidenced by the terms of the sterling
loan nbroad and the rates of intercst for even short term Treasury Bills
in India. There has been a serious contraction of currency. The value
of silver holdings has decreased enormously. What remains perhaps to
convince the Finance Member of the insolvency, or the approaching in.
solvency of the country and the Government, is that currency notes have
not yet depreciated. DBut if the present ruinous course is persisted in by
(Government, who knows that even that may nci happen, as it has actually
happened sometimes befor:. And in the face of all these facts, if business
people and Indian economists lament the present situation, they are simply
told that thev are mischievous maleontents, who preach messages of
despair without justification. The theory of the Finance Member is said
to be that, in the whirligig of universal post war depression, India was
bound tc have its turn sooner or later, and it is only & ccincidence that
this deferred depression comes to India at a time when there were causes
for a special depression of its own. Tn fact he takes Indian business men
to task. as if they werc mere croakers and selfish augurs of evil. He
has been preaching to them a homily on the uses of adversity and the
virtues of hope. But I would reply to him only in the words of the poet :

“All all forsook the friendless guilty mind,
But hope, the charmer, lingered still behind
Thou, undismayed, shalt over the ruins smile
And light thy torch at Nature's funeral pile.”

Sir Hari 8ingh @our ((‘cntral Provinces Hindi Divisions: Non-Muham-
madan): Sir, we are dow ut the tenth Budget of the Legislutive Assembly,
and T think Honourable Members would like to know what we have heen
doing during all these ten years, what we have been impressing upon
the Government, and what the Gevernment have been doing all these
years. In the very first vear, Sir, of the first Assembly. we drew the
attention of the Government to the excessive military burdens which the
people of this country were called upon to bear, but the Government said
that the military expenditure wag intended to protect the people of this
country and that it could not be reduced. We took a different view, and
‘we cut down the general expenditure hy a percentage and forced the hands
©of the Government to retrench by passing a Resolution, in spite of the
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strenuoug opposition of the Government, a Resolution which culminated
in the appointment of the Inchcape Committee. Sir, I was not satisfied
with the terms of reference to the Inchcape Committee. The terms of
reference were limited, but in spite of the limitations addressed to the
Inchcape Committee, that Committee recommended a drastic reduction in
the military expenditure. Pari passu with the sitting of the Inchcape
Committee, or & few months before the Resolution which led to the forma-
tion of that Cominittee, there wus a memorable Conference of the world
financiers in Brussels in which, Sir, India was répresented. And what
wus the unanimous verdict of that Conference of financiers? I shall read

to you a few sentences from the conclusions of the Brussels Conference,
They said :

“The statements presented to the Conference show that on an average some 20 per
cent. of the national expenditure is still being devoted to the maintenance of armaments
and to preparations for war. The Conference desires to affirm with the utmost
emphasis that the world cannot afford this expenditure. Only by a prime policy of’
mutual co-operation can the nation hope to regain their old prosperity and secure. ..
the resources must be devoted to strictly productive purposes.’”’ :

These nre the memorable words addressed to the world at large, and
to India in particular, by the expert financiers at Brussels. What was
the response” Bo far us India is concerned, the response is contained in
this table which I shall briefly read to the House. In 1910-11 the net
expenditure on the Army was:,— I am giving it in round figures,—19 million,
pounds. in 1920-21, in ten years’ tire, it was 81 million pounds. In,
1928-20 it came to 55 million pounds. Honourable Memberg will thug see
that, during the last twenty years, the military expenditure has gone up
fromn 19 million pounds to 55 million pounds. And what is the reason
of it all? In a very frank statement made by a leading newspaper in
England on the question of military expenditure in India, the Manchester
Guardian, 1 find, Sir, the following statement. This is what the Manchester
Guardian. in its leading article, says about the military expenditure in-
India. Dealing with the Viceregal pronouncement on the question of
Dominion Status, this is what the Manchester Quardian, says:

“There are two chief reasons why a self-regarding England may hesitate to relax
her control over India. The first is that her influence in tj\o East depends partly upon:
her power to summon troops and to draw resources from India in time of need. This.
power will vanish when India has Dominion Status. The second is that Great Britain

f;lds in India her best market and that she has a thousand million pounds invested:
ere.

This, Sir, in a nutshell iz a statement of England’s case against India.
The Budget is the result of the interplay of these two forces: the one
produces the deficits, the other the {mperiul Preference.  England
cannot afford to relax her control over India or reduce the military expen-
diture, because the military expenditure in this country is intended for the
protection of England’s Eastern possessions, and she cannot possibly allow
any economic development of the country because, by doing so, England
mfl lose her best market in the East: (An Honourable Member from the
European Group: ‘‘Quite 80""). This is, as I have pointed out, the main
reason why the military expenditure in India has continued to be what
it is. We are not here concerned with the plain arithmetical figureg which
my friend Sir Hugh Cocke gave to thig House, that you want so much
money, you have got so much money, you have got therefors to receive so
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anuch more money, and thereforc vou should get it by additional taxation.
What the elected representatives of this House demand is a clear state-
raent. from tho Government as to whal action they have taken since 1921
to chauge their poliey regarding the military cxpenditure in this country.
We bave heen compfalmng and compluining times without number, that
the military strength in this country bears no relation whatever to the
military requirements of thig country. We have been told. and we were
told, that one third of the Army in India was kept for the defence of the
frontier, one third for peuce and security of the country, and one third
for what is known as cgvering troops. Sir, we know ag a matter of fact.
and ag ie pointed out in the Inchcupe Committee’s Report, that since then
there has been a great development in the Air Foree, and a military officer
of great repute contributed an article in one of the jnurnﬂls of this country
in which he pointed out that, with the development of the Air Force, the
reduction of ground forces has become necessarv. Now, what has been
.done? The Government of India, far from radncmg the whlte troops, far
from reducing the burden are trentmtr the civil and military expenditure
-of this country as if it has been atandurdised. and it is against this standar-
«isation of the expenditure by the (Government of India that this House
has annvally protested ever since the udvent of the reforms. What we
therefore want is a change of peliev. What we want ig that the entire
resources of the Government of India should be submitted to the snnual
vote of this Honsc und we shall then be in a position to advise the Govern-
ment of Indin as to how far they should be able to incur fresh taxation
if and when necessary. So long as this House is only a partner in the
rmnmg of taxes, but has no voice in determining as to how that money
is to be spent, this House must be extremely careful not to vote one pingle
rupee to the irresponsible Government unless it is absolutely satisfied
that that amount is necessary. But is it mecessary in the present case?
For the last three vears we have been living from hand to mouth, and the
#eoret has now come out that, during the Tast three years, we have been
passing three annual budgetg with recurring deficits, and we have been
able to tide over the difficulty by merely relying upon adventitious wind-
falls. We have also got this year a windfall in the German reparation
payments of a orore and a half. In spite of these windfalls, we still
find ourselves in a region of deficit budgets, and the reason for it is this
that the expenditure of the Government of India remains what it is and
is going on increasing from year to year.

Now, Sir, I do not care as to how you raise the money, but what
I do care is to see how you spend it. and so long ag Memberg of this
House are not in a position to scrutinise every item of the Budget, I think
they would be perfectly within their rights to refuse to grant additional
supplies. We feel morally justified in saving that. if the Members of this
House were taken into confidence by the Government of India and if the
Government placed all their ca.rds upon the table, they would get the
support which they badly need from the elected representatives of this
popular Chamber, to press the authorities at home for the reduction of
military expenditure. ¥t is an open secret that the provinces. including
Burmas, are crying out for separat-mn because they sav that the Central
Government expendibure is too . In Burma the ory is rnised that
Burma must be separated from India because the defence problems of
India are not the defence problems of Burma. and the Government of
India have made Burma the milch cow, and other provinces equally so.
All the nation-building departments in the provinces are suffering on



1232 LEGISLATIVE AHHEMLLY . [4T# Mar. 1980.

[Sir Hari Singh Gour.]

nccount of the elastio sources of revenue being appropristed by the Gov-
ernmeunt of India and the inelastic sources of rcvenue being left.to the
provinces. The remission of the_ provincial contributions was only a tem-
porary relief, but it is nothing compared to what the provinces would be
able to do if the expenditure of the Government of India were brought.
down to s reasonable figure and the surplus made over to the provinces.

We have been offered a bait. The Honourable the Finance Member
snys, ‘‘If you allow my proposals to go through, J shall provide a small
tiny nest egg for the future government that might come into existence''.
Well, Bir, if Members are here three years’' hence, they will probably
hear that all this money kept for the development of the nation-building-
departments has had to be spent hecause of some expedition here or-
because of some economic distress elsewhere. I would ask the Honour-
gble Members of this House to make no provision for the future. The
future will tuke care of itself. When the future Government comes into
existence, that Government will know how to deal with the Central Gov-
ernment, and the future Governments, Central and Provincinl, will decide
the inter-dependent financial questions. I do not think that we should
permit the Finance Member to over-budget against this future contingenoy,
and I submit, that is my justification for refusing additional taxation. I
think the Honourable the Finance Member expects to get, if I mistake not.
about 1} erore of rupees from the import duty on silver and from which
he wishes to lay aside about a erore of rupees for the future nation-building
departments in the provinces.

8fr Purshotamdag Thakurdas: Where do vou get your figures from?
He did not say that? Your figures are not accurate. '

Sir Hari 8ingh @our: I do not stand by my figures. I stand by m¥
statement. I repeat, whatever may be the figures, two crores as the
Honourable Member opposite estimates, or only a crore on a congervative
estimate, as the Financo Member has estimated, the fact remains ‘that the:
Honourable the Finance Member has said that he is going to lay aside
& certain sum of money to be made over to the provinces. . . . .

Sir Purshotamdas Thakurdas: In certain comtingencies.

8ir Hari Bingh Gour: Yes, and those contingencies, as the Honoursble-
8ir Purshotamdas implies, may or may not arise. But that question apart,
we are here first of all to ask the Government of India as to what retrench-
ments they have made in their civil and mili expenditure. 1 have dealt
with the question of military expenditure. shall say one word sbout
civil expenditure. As regards that, Honourable Members are aware thas
we have protested emphatically against the increase in the Civil Budget.
The Lee Commission was appointed, ahd large increases were made in the:
pay of the all-India Services. This House protested, and in spite of them,
the increases were sanctioned by the Secretary of Btate. The result i
that we are faced with an expenditure of 25 lakhs of rupees on account
of the time-scale of pay being fixed in the case of certain ocivil administrs-
tion officers. I submit that we are not in sympathy with either the growth:
of civil or military expenditure, and this H{:'::se would be wel] justified i
resisting to the utmost every proposal for the incresse of taxation.
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Onc word more about the cotton duties. I am one of those who feel
strongiy for the protection of the industries of thig country, but if, with the
proposal for the protection of the industries of this country, there is.
coupled u noxious proposal which differentistes between duties leviable
against one country and another, I ask, is this justifiable? As one of the-
spenkers said, we are not entirely opposed to Lmperial Preference. We
are onll anxious that the Round Table Conference should be successful and
that British opinion should not be exacerbated unnecessarily, but at the
same time our primary duty is to our country, and unless we are satisfied
that the duties that have been proposed for the protection -of the cotton
industry in Bombay and elsewhere are in the best interests of the country,
we should be entitled to oppose that propossl. On these grounds, I would
advise the Houre to resist not only the proposal for additional taxation,
but also the proposal for the levy of cotton duties, unless the Finance
Member satisfies thin House on what grounds the differentiating rates which:
he suggests are justifiable. It is quite clear that, in his speech, he has
not mude it very clear perhaps because he intended to elaborate it later
on. T do not know what the facts are. Fleoted Members of this House
are of the opinion that prima facie no case whatever has been made out
for Imperial Preference upon its own merits. Unless the case of Bombay
is exceptional, the elected Members of this House would, at any rate,
vote agninst what is a subtle form of Imperial Preference.

The Assembly then adjourned for Lunch till Twenty Minutes to Three
of the Clock.

The Assembly re-assembled after Lunch at Twenty Minutes to Threa
of the Clock, Mr. President in the Chair.

"Mr. President: ‘The House will now resume further discuseion of the
,;Budgel.

Pandit Hirday Nath Kungru (Agra Division: Non-Muhammadan
Rural): Sir, in presenting his first Budget last vear, the Honourable the
Finance Member told us in effect that he had a difficult legacy to ad-
minister. His review of our financial position, though not alarming, filled
ur with anxietv. He refrained, however, from imposing new taxation,
and gave three rensons for the course that he adopted, one of them being
that, Lefore imposing new taxation, he wanted to have fuller opportunity
of reviewing the expenditure side of the Budget than had been possible
in the lim“icd time since he took over office. The Budget which he has
now placed before us shows how considerably our position has deteriorated
during_the last twelve months. He has pointed out to us all the factors
that have led to this deterioration. We have to find not merely a sum of
about four crores in order to halance expenditure, but have also to bear
in mind that certain sources of revenue will soon be extinguished. On the
other hand, however, T think we may Ieg«itimatel}' hope that certain
enuses, which have brought about a fall in our revenue, will disappesr
hefore long. The deterioration in the Railways and the Posts and Tele-
graphs account, in the coming vear, for a deficit of about 99 lakbs, T hope
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that the Railwey Department will soon be able to show better results,
and that we have not reached the limit of expansion so far as our railways
are concerned. As regards Posts and Telegraphs too, 1 entertain u similar
hope. I see from the figures that it is not so much that the Post Office
expenditure has increased, as that the Post Office revenue has not risen
to the extent that was hoped. To an appreciable extent, the recovery in
our Postal revenue is dependent on the removal of the present trade de-
pression. When that will take place exactly, nobody knows, but we may
legitimately hope that, with the return of a more prosperous year, even
the Post Office revenue will show better results than the Honourable the
Finance Member expects it to do during the coming year,

These are, Sir, the factors that we might well bear in mind in order
to relieve the gloom of the picture preseated to us by the Honourable the
Finance Member. In the main, however, we must depend for an improve-
ment in our financial position on the economies that we are able to make.
Now, the Honourable the Finance Member tells us that he has already
made ecomomies to the extent of 62 lakhs in civil estimates and 80 lakhs
in military expenditure. But the item of 62 lakhs relating to .the reduc-
tiom in civil estimates is really made up, as he himself says, of certain
previous non-recurring items and of other variations. To the extent, then,
that economy has been enforced, or that, more accurately speaking, ex-
penditure has been prevented from rising by. finding money for new items
by eliminating old items, we are really making no permanent economy.
Apart from that, Sir, we know that the sale of silver has resulted in a
book loss of 6-88 crores in the Paper Currency Reserve, and the interest
-on this would amount to about 85 lakhs. This is shown on the expendi-
ture side, and is also credited to revenue. I have been given to under-
stand that this sum is included in the figure of 62 lakhs, mentioned by
the Honourable the Finance Member. If it is 8o, then the reduction in
our civil estimates is purely nominal. On the other hand, it is fair to point
out that the deficit also will be less than the Honourable Member has
shown it to be by asbout 85 lakhs. I do not know, Sir, what the limits
of retrenchment on the civil side are, but I will take the word of the
Honourable the Finance Member for it, and accept bis statement that no
considerable economies are possible in that direction. We have, therefore,
to turn to the military estimates to see whether any large and permanent
reduction in expenditure can be made..

I will place before the House three or four concrete instances to show
to what extent economies are still possible in the Military Budget. I am
not now dealing with the general question of military expenditure, which
is much too high in proportion to our resources. Whether you accept the
Brussels Conference percentage of 20, or you take any reasonably higher
figure, 80, 35 or 40, our expenditure will appear to hear too high n propor-
tion to our revenue, and to be far beyond our capacity to pay. T wish,
however, to deal with specific instances of the manner in which the ex-
penditure on the Army can be reduced. My first instance relates to a
subject with which my Honourable friend the Armv Secretary iz familiar,
as I have referred to it more than once in this House previously. The
Retrenchment Committee, after recommending reductions in the British
and Indian forces, suggested a’reorganisation of the infantry reserve, and
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pointed out that very considerable advantage would result if its recom-
-mendations were accepted..

“The pr 1 to increase the period of enlistment with the colours,” it said ‘‘would
also ultimately reduce the number of recruits required annually. This in turn would
reduce the establishment of the traininz battalions and the strength of the recruiting
-staff and result in considerable further economy.'’ :

Now, the recommendation of the Inchecape Committee was that the
peace strength of the infantry battalions should be 20 per cent. below
their war strength. The war strength of an infantry battalion, they sug-
gested, was to be 768, 5 per cent. reduction of which would mean a reduc-
tion of about 158 or 154 men per battalion. My Honourable friend Mr.
Young told me in 1928 that at the time Government announced their
scceptance of the recommendation of the Retrenchment Committee to re-
organise the infantry reserve, they reduced the strength of the infantry
battalions by 64 men per battalion. I do not know whether anything
has been done during the last two vears to decrease the strength of the
battalions further. If such a thing had been dome, the fact would cer-
tainlv have been made known to us. In any case, the Military Budget
would not have been silent on that point. I take it therefore that we
are still where we were in 1928. This means that, according to the re-
commendations of the Retrenchment Committee, a reduction of 90 men
per infantry battalion has yet td be ‘effected. Now, as we have 80 active
battalions, the acceptance or rather the carrying out of the Inchcape Com-
mittee’s recommendation would mean a decrease of about 7,200 men.
There would, as the Inchcape Committee pointed out, be in consequence
also & reduction in the establishment of the training battalions, the purpose
of which is to train new recruits for the active battalions, and also to
provide for wastage during a war in its initial stages.

But this is not all the economy that in my opinion ought to result from
the recommendation of the Inchcape Committee to reorganise the infantry
reserve. ‘We have frequently complained that the proportion of one
British to 2-5 Indian soldiers is unnecessarily high, and that it betrays a
distrust of Indians on the part of His Majesty’s Government. But even
so long as the present ratio is maintained, if the strength of the Indian
battalions is reduced in accordance with the recommendation of the
Inchcape Committee, it ought also to result in a corresponding reduction
of about 2,800 men in the British forces, and as a British soldier costs
about four or five times as much as an Indian soldier, this source of
economy cannot by any means be neglected. In fact it ought to yield a
large sum. Now, when my Honourable friend the Army Secretary spoke
last on this subject in 1928, he told us that the reason why Government
could not proceed to the extent recommended by the Incheape-Committee
was that the reserve was not full. There were still deficiencies in the
authorised strength. T understand, however, now that the reserve is com-
pletely full. That is the information I have received from the Military
Financial Adviser. If that is so, we should like to know what steps Gov-
ernment propose to take in order to carry out the recommendation of the*
Tncheape Committee which they accepted in principle in 1028 or 1924,

The other point which T should like to draw the attention of the House
to is the capitation rate, which involves us in a charge of about two orores
annually. Honoursble Members ‘sre aware that this subject has been dis-
cussed more than once. The Government of India have. a% least for hailf

o
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a century, been protesting against the heavy charges debited to India im
connection with the training of British officers and soldiers in England.
The matter has been repeatedly considered during the last 60 years. In
1928 it formed the subject of comsideration by the Inchecape Committee:
which recommended that, ‘‘a fresh regular settlement should be ex-
pedited '’, and-suggested that:

““The most equitable arrangement will be to base the payment on the number of
troops sent out and the cost of iraining them, to fix a separate rate for the technical
services, and to allocate the cost to the War Office of training recruits between the-
India Office and the War Office pro rata to the normal colour service in each country,

subject to a due allowance for the potential value to the British Government of returned
men available for the reserve.’

Whenever thig question is raised in this House, we are told that the
matter is still under discussion. How long is it going to be under disous-
sion? I can wunderstand my Honourable friend the Yinance
Member saying that these are all questions of policy whiche
cannot be decided at once, and that we must await the
decision of Hig Majesty’s Governmert. But surely if these questions
of policy involve heavy charges to India, if because of our financial posi-
tion heavy taxation has become necessary, it is up to the Government
of India to take advantago of our present position and to press on His:
Majesty's Government the absolute necessity of coming to a speedy deci-
sion on these points. This is the time when they can use our needs as.
a lever to bring pressure on His Majesty’s Government to do tardy justice
to us in these important matters.

Just one more concrete instance of the feasibility of reducing military
expenditure and I wili .nss on from thisx subject. It was pointed out.
to the Welby Commission that the British Government ought to make
some subvention to the Indian revenues in aid of military expenditure, and.
that Commission amongst other things recommended that:

*“As A measure jubtifiable in the circumstances half the cost of transport of troops:
to and from India should be defrayed by the Imperial Government.”

At that time I understand the cost of transport was about £260,000 and’
His Majesty's Government therefore agreed to pay annually £180,000 to the
Indian revenues. This expenditure has however risen considerably ‘sinco

then, but the Imperial Government still gives us omly about

3®M. £180,000, which translated into Indian money comes to about
18 lakhs of rupees. 'The cost of ‘ransport of troops is mow about 76
lakhs. The share of His Majesty's Government, on the basig recommend-
ed by the Welby Commission, ought to be about 88 lakhs. I want t»
know whether Hig Majesty’s Government have been asked to increase their:
contribution by 20 lakhs. It is a small sum. It will not of course en-
able us to dispense with the need for fresh taxation; but there is no:
reason why Hig Majesty’s Government should not fulfil their obligation in

» this matter.

There are other instances I could give of reduction in military expendi-
ture, but we shall have an occasion of thrashing the matter out when the
Military Budget 18 under consideration. I wish, therefore to pass on to
another subject which was dealt with by my Honourable friend; the Finance
Member in his budget speech. I vefer to the provision made for the re-
duction or avoidance of debt. My Honourable friend's announcement:

»
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came to me, frankly, as a disappointmcnt. He told us that this sub-
jeet had better await the exammaticn of the convention relating to ihe
seg:arat-ion of Railway finance. I am in sympathy with & large part of
what fell from him in connection with the contribution made by the Railways
to the general revenues. It may be that at the next revision, the Railways
will be called upon to make a large contribution; but the principle which I
bave referred to can be discussed independently, I believe, of the examina-
tion of the convention. The quesiion that we have to decide is
whether a productive debi should be emortised. If that principle is ac-
cepted, then no matter how the Railway convention is revised, the
grievance of the House in this matter will remain. It ig true that the
general revenueg may benefit if the Railways are called upon to make a
larger contribution; but so far as the Government of India as a whole
are concerned, so long as the present policy of amortising the productive
debt is maintained, they will not benefit by a mere re-arrangement of
this kind.  The importance of this matter may be realised from the fnct
that the increased charge or. account of the reduction or avoidance of debt
will be about 60 lakhs in the coming year.
Mr, President: The Honourable Member must now conclude.

Pandit Hirday Nath EKunzru: Yes, S8ir. I will, before sitting down,
just refer to one other important point in the Budget, that is, the levy
of an import duty on cotton goods. Az my time is up, 8ir, I cannot dis-
cuss the question at great length. But I should like briefly to pomt
out that, while we are not insensible to the appeal made to us by His
Majesty’s Government, and do not desire to take any course that would
unnecessarily hurt English interests, what we sre asked t63ay practi-
eallv is to tax foreign imports for the benefit of Lancashire. All
the imports that we receive from foreign countries do not compete with us.
To the extent that this 18 true, the levying of a duty on them means an
advantage to Lancashire goods in competition with other goods.  This,
Sir, is a very large principle. This goes far beyond any question of hurt-
ing British interests. A similar question came before the House in con-
nection with the Steel Protection B#l. The Tariff Board considered this
matter in 1024. But after discussing the various meansg of having recourse
to protection which would affeet only the cheaper kinds of continental
steel and not the dearer kinds of English steel, it saw that the only way
of differentiating between the two kinds of steel would be to have re-
course to Imperial Preference, It was not prepared to recommend such
a step as the policy underlving it had not been accepted bv the Govern-
ment. of India. The position, Sir, seems to me to be the same as it
was then, and I do not think that the House can be ealled upon at
thig stage to accept the principle which was not recommended by the Tariff
Board in 1924. 1 know that the Honourable the Finance Member has as-
sured us that the present arrangeruents wilt remasin in force onlv for
three years, and that, even in the meanwhile, the acceptance of the Gov-
ernment’s proposals would not be regarded as an acceptance of Imperial
Preference.  But, Sir, it is an assurance given practically only on be-
half of the present Government in England. We know that when
Lord Birkenhead was in office. it was helieved that, notwithstanding th~
recommendation made by the Joint Parliamentary Committee it was
for His Majesty's Government to decide what protective tariffs should be
imposed in this country. The position of the Labour Government is none
too secure. They have won on critical occasions only by a few votes, and

c 2
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if & new Government comes into power before these three years are over,
we do not know what advantage might be taken of the acceptance of the
proposal that has been placed before us by the Honourable the Finance
Member. 8ir, I do not wish to take up the time of the House uny
further; but it seems to me that the proposal which the Honourable
the Finance Member asks us to accept does involve the principle of Imperial
Preference, and that as such, it requireg much more serious consideration
than has yet been given to it. 'We have to remember that, in the past,
the Government of India themselves hsve been against a policy of Im-
perial Proference. The repercussions of that policy must be examined.
It must be remembered that the Dominions themselves have not accept-
«d it, and that the return of General Hertzog to power in South Africa
definitely means that there will be no disciimination in that country against
foreign goods as against goods coming from England. In these circum-
stunces, Sir, we may be pardoned if we are not prepared to adopt a differ-
ent policy, and we trust that our view point will not be: misunderstood, and
that we shal! not be unjustly accused of deliberately trying to hurt British
interests without gaining any corresponding advantage for ourselves thereby,

Mr. M. K. Acharya (South Arcot cum Chingleput: Non-Muhammadan
Rural): Sir, I propose to make just a very few remarks on behalf of the
rural population whom I have the honour to represent in this House. We
have heard the proposals of the Finance Member. He has come and told
us that a deficit Budget is inevitable, that fresh taxation has to be 1mposed;
and nobody will deny, 8ir, not even the Honourable the Finance Member,
that after all, directly or indirectly, sll this fresh taxation will fall upon the
shoulders of the bulk of ihe people the poor toiling masses. (4An Honour-
able Member: ‘‘Question’’.) Sir, when the question is more seriously
raised, the answer will be more seriously given. Sir, it may further be
not out of place to ruise the queation here as to what has happened during
the past twelve months, since the last Budget was presented which wjll
justify us to accept the proposed additional taxation. What hag happened
in the political sphere? What in the economic and what in the agricultural
and industrial spheres of the country? How far have the intsrests of
India been safeguarded, promoted, by the Government in order that they
may come to the representatives of the people and say, for this and this
and these other benefits that we have conferred upon you in this
and this and these other spheres, we now want more money from the tax-
paver, and we propose that you should grant us additional taxaticn:

What has happened, Sir, in the politicsl sphere? During the last year
a bomb was thrown in this House. A number of young men were arrested ;
some have been punished, others are under trial, and although I do not
want to use that much objected expression ‘‘repreesion’’—you can call it
what you like—crime has been on the increase, certainly not on the
decrease; followed by repression as the order of the day. In fact, crime
and repression are, a3 it were, always correlated; though in no country, in
no period i the history of any country in the world, hag repression succeed-
ed in eliminating political crime. Therefore, the question arises, so far
as the bulk of the péople sre concerned, who is responsible for it all?
Not surely the young men. whose blood is boiling with the not ignoble
desire to spe their country freed; certainly not those who are ready to lay
down th"oir'i lives in order to win by sny methods, which they consider
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suitable, however, violent to us they may appear, the liberty and freedom
of their country. Who is responsible? Who hag made these young men
take to these violent methods? Certainly not those whom I represent.
We have never called upon any of these young men to wrench, by violenoe,
Swaraj from the British rulers. But it ig not at all an irrelevant question
whether the policy of the Government during the past ten years, whether
the policy of sitting on the fence during the past ten years particularly,
is not responsible for inciting these young men to active violence. It may
be, Sir, that we may brand them as traitors, we .may brand them as
oriminals. After all, it may be said of these with but one word altered
in the poet’s lines:

‘“For Freedom's battle once begun,
Bequeathed by branded sire to son,
Though baffled oft is ever won.”

And, Bir, in this connection 1 cannot help referring to the demand
mude in this very city by authoritative leaders of the people before the
represendatives of the Government, before His Excellency the Viceroy, as
the head of the Government, that political prisoners ought to be get free,
and that & new era of peace and reconciliation regarding the political
problem should be inaugurated and announced immediately. If that
demand had been treated with the consideration that wad expected or that
was required, it might very likely be that we would bhave in this House
today those who were leaders. of the Opposition ill last year. And
therefore, I, Sir, who once belonged to that party, cannot but deplore
that the policy of the  Government-—deliberaté, it' might have been in-
evitable, it might have been imposeible for them to change it,—without
going into these details 1 cannot but deplore that the policy of the Govern-
ment has resulted in driving out of the House those whom it might have
been possible to have kept in the House for the better administration of
the country, both from the standpoint of Government and from the stand-
peint of the people at large. What next, Sir, has been the progress made
during the past year in the sphere of economie development? Well, I do
not profess to be a great economist; I am not a capitalist; I am not a
millowner, but those who are qualiﬁed to speak, the finance and commerce
Members of the Opposition here, my friend, §ir Purshotamdas Thakurdss,
and my friend, Mr. Birla, these have not the slightest hesitation in saying
that the effect of the wrong currency policy of the Government has been
to make India poorer and poorer every day- Hag there been a denial of
that statement? Yes; many denials and counter-denials. Even today
specific charges have been made that the ourrency policy of Government
ig responsible for the great havoe that has been played upon Government’s
own financial position. I daresay that there will be some kind of justi-
fication; there never has been a time when there wag not justification for
any argument that might be put forward or for any action that might be
taken rightly or wrongly in any sphere. Therefore, whatever Government
may say, the trusted leaders of the people, who have studied the economie
figures carefully, swear that the cwrrency and financial policy of Govern-
ment has been responsible for a great deal of economic depression, frade
depression, and agricultural depression; and all these facts, whatever the
causes, have been admitted by the Honourable the Finance Member
himself. When he comes here, therefore, it is up to him to come forward
and say what the specific reasons are for all these kinds of depression;
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whether it is all due to the financial policy of the Government, or to their
artificial currency policy; or to what other specific causes the depression in
tmd:i, the depression in commerce, and the depression in production
are due,

Lastly, Sir, what shall we go and say to our clectors? Shall we go
and say that the additional taxation should be cheerfully borne because,
during the past year, during the last Session, the Government chose to
come down and interfere not only with our economic and political righte
and iiberties, but even with our religious institutions? Should we give
Yyou more money because you imposed on an unwilling people, imposed
upon us all, a law which was not of our asking? It was sinful, immoral,
absolutely diabolical. Is it for that that you want more taxation from
the people? How are Mr. Barda and his reforming friends going to
answer their electors if they are asked why they did support this absolutely
uncalled tfor interference in the religious institutions of the people? Gov-
ernment may not care, but our elected friends will have to give an answer.
However worthy your motives I am not concermed with that; that is not
what I am aeking today. The best of intentions you may have; yet on
that ground your reforms cannot be thrust down the throats of an un-
willing people. Having done that, you want to impose additional taxation
on necessaries. You might impose perhaps additional taxation on luxuries.
Excepting the proposed increase in the income-tax rates, all the rest of
the new taxes fall directly upon the poor people, upon the masses. Cloth
is going to be taxed from 15 to 20 per cent.; sugar, an article of neces-
sity, is to be taxed more. It is annoying even to tax gilver more, which,
though & minor commodity and not so much a necessity or an srticle of
tood, will become dearer to the common people. I repeat why do you tax
things which the ordinary people want badly? Why don’t you tax articles of
luxury? Why do not the heroes and herocines of the Sarda Act pay for
their sins, for their silks and soaps and for all their dainties, for their
motor cars and cigarettes and things of that sort? Why do you ask the
common labourer, the man who has to earn his living by hard work—
why do you ask him to pay more for the cloth he wants to cover his
vudity with, for the sugar he wants to cheer his crying children with,
and for the kerosene with which he wantg to light the darkness of his
cottage? Is this, according to any moral standard, a reasonable demand
to make upon the poor people of any country? I am sorry to read in the
Honourable the Finance Member’s speech a comparison made of the duties
on sugar imposed in other countries. He seys it is 11s. 84. in England,
10s. 3d. in America and so on. What ig the average income per head
in the countries which the Honourable the Finance Member has mentioned,
and what is the average income per head of the toiling men and women
of the United Provinces and Madras? The Honourable the Finance Member
might as well have given the average income per head in England and the
average income per head in India. 1t is easy to show that in other
countries (An Honourable Member: ‘‘Who grows sugarcane in India?'")
conditions are different. My Honourable friend over there says that
India grows sugarcane. Yes; India does grow sugarcane, but even then
we want more sugar, we have to import additional sugar.

Therefore, 8ir, it seems to me to be adding insult to injury to say
that other countries like Great Britain and France levy heavier duties:
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ithey are forced to buy the article; England cen afford to pay twice as
inuch ns she pays now and France could afford to levy thrice as much
.duty as she now levies. But India is an agricultural country and can
grow her own sugar. With better facilities and with a better industrial
policy adopted by the Government, India need import no sugar at all
and need not pay any sugar duty at all. It may be all right for rich
wpeople to say that this will not affect the poor people to any great extent.
I claim to know the facts better. I, Bir, as representing the poor people,
am not against any help being given to Bombay if she is in need of it:
but in good truth it is not that her present condition touches my heart
to any great extent. Let the Bombay millowners suffep a little now;
they made a lot of money in the old days and they can afford to put
their hands into their pockets a little now when the times are bad; it
does not matter to me one bit. After all, everywhere in this world
sthere must be ups and downs; it is inevitable; it is not possible in this
‘world of ours always to be absolutely successful in business; and so,
‘however much we may sympathise with the millowners in their present
plight, I do not see why the poor man, who wants to purchase eight
yards of cloth or a pair of dhoties, should be made to pay more by
means of this 15 or 20 per cent. duty, or anything else more than what
he pays now, in order that the millowners of Bombay or elsewhere in
India should be able to run their mills profitably. I do not see where
the logic of it comes in, or the ethics. '

o It is then said that the hand-loom industry will be benefited by the
imposition of this additional duty. What a great concession? What great
benefits is the hand-loom industry going to get? Let ug consider for:a
moment what is the production from the hand-loom industry and to
what extent this additional duty is going to help it. I really do not know
dhow far this is going to benefit the hand-loom weavers. It is all some-
thing like the lamp of Aladdin in the old Arabian Nights.

Therefore, Sir, these baits do not attract me; and I feel it is my duty
to enter my very humble protest against what I consider to be the
imposition of additional taxation upon the bulk of the people of this
-country who have not been benefited during the past twelve months by
any of the measures that have been adopted by the Govéernment. It has
been said ‘‘The real remedy is to grant provincial autonomy and then
most of these complaints will disappear’’. But, Sir, T do not believe in
this talisman; for what do we find? Have the present reforms put more
power into the hands of the people directly? Can the people manage
even their own village forests. or village irrigation, or village trades? Have
they the power to manage even their own village schools? How has pro-
vincial autonomy given any real power to the poor man in the cottage and
to the people in the villages to manage their every day affairs? If full
Dominion Status is granted tomorrow, and if you give say, to my con-
stituency of 20,000 odd voters, more power, you will perhaps allow them
to send one more representative to this Legislature through whose election
they will have to pay only more taxes! How is this going to help them?
You will tax them gtill further; the then Finance Member will have to
impose more fresh taxation; and the poor man will feel that he has got
his reforms at a fairly high cost indeed!

For these reasons, Sir, I consider it my duty to enter my strong pro-
test against the proposals contained in this Budget, and I hope that the v
many suggesticns that have been placed before the Finance Member
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be carefully considered—it is not for me to suggest any more—especially
in regard to the Military Budget. I hope the Military Budget will be
very carefully revised; it has been alreadv pointed out that, :in the normal
course, there should have been a saving of between 4 and 5 crores in the:
military expenditure alone. If that had been effected, justice would have
been done; equity would have been done, and the need for fresh taxation:
would have been avoided. In regard to other items of expenditure also
there have been many items which have been pointed out to the Finance
Member where he could bring his shears into operation against the
enormous expepditure in various departments. I say, Sir, it is high time
that some such thing was done. If the Finance Member had done that,
and then said to us, ‘I have done my best and cut down expenditure as
much as I could possibly do; give me a little more money to carry on’’,
then perhaps we could consider the matter more sympathetically. If
he does this next year—I do not know which of us will be here then and
which not—then perhaps the matter will be considered more favourably.

For all these reasons, Sir, I feel that the average man whom I repre-
sent cannot at all feel thankful to the Finance Member. Every depart-
ment has got to be carefully scrutinised before any additional taxation is
imposed. It is our plain duty to oppose all proposals for fresh taxation,
even though we may sympathise with Bombay and with other centres
where mills are operating, and although Bombay may have good reason
to support those proposals. Somebody pointed out, that if you impose:
additional duty against Japan, Japan may be forced to exclude your rice;
and then what will you do? I have been told that already there is some
such proposals for retaliation against India, and I would not like to invite
retaliation at the hands of Japan in order to please Lancashire.

I Lope these and other objections will receive full consideration at the
hands of the Finance Member, and that he will answer them in a perfectly
candid manner before he expects any vote from those who, like me,
represent. not the millowners, not the capitalists, but the average man.
in the street.

Mr. Kikabhal Premchand (Bombay: Nominated Non-Official): Sir, as
s member of the business community, which is so vitally interested in the
administration of the finances of this country, and in the fiscal policy
ursued, I rise to give my support to the Budget under consideration.
g’l\e first point which emerges from s careful study of the Budget is that
the financial position of the Government of India—I will not say the
financial embarrassment, for that is too strong a word—arises from causes
pot directly of its own making. If the Government had not been so
anxious to relieve the provinces of the burden of their contributions under
the scheme of 1919, they would have been in a position of substantial
financial ease.

Mr. B. Das: On a point of order, 8ir. Can a nominated Member spesk
on behalf of the provinces?

Mr. Kikabhali Premchand: World forces have worked against realising
the anticipation of a normal growth of revenue to fill the gap caused by
these remissions. But we have this consolation; the funds transferred
from the Central revenues to those of the provinces have brought relief
to administrations faced by the great growing heads of expenditure, and



THE GENERAL BUDGET——GENERAL DISCUSSION. 1243

if they have not in all cases brought ease, they have strengthened the-
sible to deal motre effectively

position in the provinces, and made it v'gos \
with thev&reat nation-building agencies which are their principal responsi-
bility. e have to face the consequences of this courageous policy, and’

the direct result is that the Government of India undoubtedly need addi-
tional sources of revenue.

With one qualification, I am in agreement with the proposals to raise-
this additional revenue. The increase in the revenue duty from 11 to 15
per cent. on imported cotton piece-goods is .8 wise and equitable
measure. 1t is only right that this great head of imports should bear &
fair proportion of the general tariff, which furnishes the principal source of
revenue. The addition of a special protective tariff of 5 per cent. for
three vears on all plain grey goods from outside the British Empire, has
also my support. The claim of the textile industry, and particularly of
the Bombay mills, to a stronger measure of protection has been amply
substantiated, and a sigh of relief went up when it was decided to impose-
it without further inquiry. The textile industry is weary of inquiries,.
and the depression which is so pronounced a feature of our industrial-
position would have grown disastrously deep, if, instead of help, Govern-
ment had offered it another committee. The . special difficulties of the
Bombay industry spring not only from foreign competition—severe as-
that is—but from a long series of labour disputes in which the operative
class has stubbornly resisted every attempt to reorganise labour conditions:
in the mills, or to secure a better return for the wages paid. The industry
stands in clamant need of breathing time. The proposals of Government:
offer it. and in conditions which impose on the industry the imperative
duty of proceeding rapidly with those measures to cut out the dead wood,
to rationalise production, and to establish co-operative buying and selling,
which are by common consent necessary to secure permanent health. I
only wish, Bir, to endorse the principle underlying the duty—that it is
a barrier behind which the industry must effectively reorganise itself, or-
the justification for the shelter will cease to exist.

There are certain features of a protective duty of which this House,
as the guardion of the interests of the whole community, must take-
account. The first essential is that it shall be effective—that it must so-
stimulate internal competition that the burden thrown on the consumer is-
only temporary. .

That need is fullv met in the proposals before us; the new duties.
will fully safeguard the industry against the foreign competition which
threatens to crush it. The second essential is that the protective duty
shall not press unnecessarily on the consumer. The imports which most
directly compete with the Indian mills are plain grey goods from outside:
the British Empire; the direct competition from Empire goods, textiles,
is small, and is amply met by the increase in the general tarifi. No good
case has been made out for this protective duty on Empire textiles, and
thercfore there would be no justification for taxing the community in
respect of them. I am quite aware that this differentiation is a form of'
Imperial Preference. I am not afraid of the term; on the contrary, I
am strongly in favour of the principle when it can be applied without
detriment to the interests of India.

{ would invite the careful attention of this House to policies which are-
gathering strength in the great industrial eountries. Not only is rational-
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isation and consolidation proceeding apace in the production of manu-
factured goods, and the combination of vast interests in selling organisa-
tions; but combination is now developing in the control of the purchase
of the raw material. India as a great exporter of many raw products is
vitally interested in this development. We see it at work today and not
‘to our advantage, in the important trade in ground nuts, where prices are
largely governed by one great corporation. In this intense struggle we
stand to gain immensely from a special position within the vast orbit of
the Commonwealth if we share in the schemes for the development of
tha_e Empire as a single economic unit, which will give our produce a
privileged position in these huge markets. Both because it is specially
applicable to the particular proposals before us in relation to the textile
industry, and because of the much larger interests I referred just now.
I welcome the introduction of Imperial Preference in this scheme of
duties. I am convinced that it is to our present and future economic and
political advantage . . . . .

Mr. B. Das: Certainly not.

Mr. Kikabhai Premchand: The raising of the sugar duties will not be
felt at a time when prices of this commodity are so low and should give
a further stimulus to the indigenous production.

The silver duty is a timely one, not only because of revenue, but
because it will raise the value of a commodity in which the savings of
the people are so largely invested. When this duty was part of our
fiscal system, it was not felt by any one, and there is a special justifica-
tion for its restoration now when large classes have been affected by the
-decline in values. The decision of the Finance Member to take into
account world conditions in any disposal of surplus stock is a matter for
great satisfaction. Silver producers have shown no special tenderness to
India’s interests in the past and should deserve no special consideration
from us now. We should be prepared to take our part in the stabilisation
-of world prices, but not to take isolated action to our detriment; the
interests of Indin must come first.

1 should, however, enter my protest against the proposal to raise the
income-tax and super-tax at this juncture . . . . .

Mr. B. Das: Why?

Mr. Kikabhai Premchand: I will tell you why. In doing this, I would
not have it thought that I have any particular consideration for the
income-tax and super-tax payers, or am insensible to the truth of the
-general proposition that there must be a fair adjustment between direct
and indirect taxes. My objection is based on other grounds. The greatest
need of India at the present time is, and will be for many years to come,
-an abundant supply of liquid capital. Speaking broadly, I think it is true
to say that indirect taxation is drawn from capital which is not liquid;
it is money which would otherwise be spent in various directions instead
-of finding an outlet in investment. On the other hand, income-tax and
super-tax are drawn from a supply of liquid capital which is always inade.
quate to our requirements. For this reason, I think it is most inopportune
to raise these taxes at such a juncture. The estimated yield from these
taxes almost exactly balances with the surplus provided in the Budget. I
should press the Finance Member to reconsider this proposal and take the
risk of a balanced Budget rather than to aim at & surplus. But althomgh
there are signs that the clouds are lifting, the outlook is still too uncertain
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to justify any risks. I claim, however, that the necessity of strengthen-
ing the supply of liquid capital outweighs the possible benefit of adding to
the resources of the Provincial Governments if a surplus is realised, and
would ask the Finance Member for an assurance that, if all goes well,
he will treat these taxes as a temporary impost and remove them next
year if the financial situation justifies it.

Most of us here who have any knowledge of the intricacies of finance
will share the regrets the Finance Member has expressed that, under the
present system, the Government have to bear the brunt of capital and
-exchange transactions, which in other countries are borne by the Central
Banks and other institutions. That is the price we have to pay for the
rejection of the scheme for a Central Bank. I believe that, until the
need is supplied, our financial organisation will be defective.

There has been criticism of the terms of the recent loan in London and
-of foreign borrowings generally. I cannot subscribe to them. Indian cre-
-dit sustained a great set-back, partly from world conditions and partly from
the foolish talk of repudiation of the national obligations bv certain ele-
ments in this country. It was essential to restore that credit and it has
been done. True, the terms of the loan were stiff; but it is for a short
term. If the measures taken were to be effective, a striking dramatic
‘success was imperative and that was accomplished. The heavy over-subs-
-seriptions to the loan induced a greater feeling of confidence all round, which
at once reacted on the valued of all Indian securities. If we set the gain
“from this appreciation affecting an enormous body of investors against the
rather high interest on the new loan payvable for a few vears, then it will
be seen that the benefits immensely outweigh the disadvantages.

I cennot share the view that borrowings abroad are bad in themselves.
“There are large capital resources in the country, but they do not always meet
our requirements. Whilst it is a sound policy, not unnecessarily to add to
-our foreign debt, it is not wise to retard productive works out of undue de-
ference to this principle. There have been larger-purchases of India’s
foreign debt of recent years, and I think it js sound practice to have
recourse to the London market when our own is inadequate to require-
ments, and to leave the Indian capital free for investment in industrial

-enterprises. -
o w

There has been some criticism against the issue of Treasury Bills in India.
Wisely administered, they play a useful part if our financial mechanism.
They help Government in controlling the credit situation, in obtaining ster-
ling remittances, and in providing a means of short-term investment and
80 checking seasonal fluctuations in Government securities. They also act
as & financial balancing reservoir in times when there is no demand for
money, and effect a truer approximation between the Bank and the market
rate in the slack season. The money market does not therefore look upon
'Treasury Bills with disfavour so long as they are issued at the proper time
and give a reasonable yield.

I believe that Government have acted wisely in drasticallv reducing
their capital commitments. The security market, like the mill industry,
stands in need of breathing time. The curtailment of the capital pro-
gramme, requiring only Rs. 7'4 crores of new money in the coming year,
“will exercise a tonic effect. Our railways and other public works will not,
in the long run, be worse off for having to draw in their horns a little and
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to exereise rigid control over new works; the money will come in time and
pm§aMy in the long run be spent to better advantage.

. Burveying the financial scene in India today, I think we may say thab it
is brighter already for the Budget before us. There is a greater feeling
of confidence abroad and confidence is the life blood of commerce and in-
dustry. Our great national manufacturing industry, the spinning and weav-
ing of cotton, breathes more freely and faces the future with a more assured
confidence. Whilst therefore there is need for caution and pru-
dence, on the whole, we face the future in far better heart than seemed pos-
sible a month or six weeks ago. There is only one cloud on the horizon, and
that is bigger than a man's hand. It is the threat of repudiation of the
national obligations that is in the air, combined with the revival of that
form of lawlessness which is called non-violent disobedience. I do not now
want to introduce politics into this discussion; my interest is in the busi-
ness side of the Budget. The foundations of business, and of the indus-
trial and commercial structure, which is of such vital importance to all sec-
tions of the community, is confidence, confidence in the sanctity of contrac-
tual obligations, whether national or private, confidence in the rule of law.
Neither can be sapped without disastrous consequences to the welfare of
the whole community. In this matter I look far beyond the immediate:
present. I try to visualise the India which has won responsible govern-
ment and Dominion Status in the Empire. What will be the position of
those charged with the immense responsibilities for the governance: of this
land if they have to build on a foundasion of lawlessness? None can say
what the year before us will bring. We do feel that the outlook is brighter
than we dared hope and that the Budget before us has contributed to that
end. But we feel equally that these hopes can be realised only in an
atmosphere of confidence and respect for law. and I express the strong hope
that the Government will see that the law is respected, by whomsoever it
may be challenged, and that in this duty. they will have the support of all
responsible elements in the country. Only along thigs path can we win the
goal we have set before us.

Mr, W. Alexander (Madras: European): I wish to congratulate the
Honourable the Finance Member on the Budget presented, and particularly
on the way in which he has tackled a situation full of great difficulty. No
one likes fresh taxation ox any kind of taxation, but there are, as stdted,
indirect advantages in each new item of increase in this Budget. Now,
as regards income-tax, with an increase of one pie in the rupee, well,
there are cases worse than ours. We are now hearing of a Budget shortly
to be introduced in another country in which it is said that income-tax
is likely to be increased to the extent of about the equivalent of 5 pies per
rupee. However, my Honourable friend, 8ir Hugh Cocke, has dealt with
the various items of the Budget. I only propose to speak with regard to
the cotton duties, and I would like specially to refer to the changes which
it is proposed to make in those duties. In the call for additional revenue,
and also owing to the parlous state into which the mill industry in Bombay
has fallen, the necessity for somre increase is quite clearly seen. It would
not be of any nssistance at present to go into all the causes which have
Brought about this mill trouble. In the Simla Session of 1927, we had
long debates on this question, and turning them over today, one wonders
if there was a word left unsaid as to all the unfortunate eircumstances:
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surrounding the industry in Bombay. Today the urgeney of the case is 8o
very great that I feel called upon to press a point or two in respect to the
means which are now being adopted, or which it is proposed to adopt, in
the effort to bring this Bombay industry back to the state of prosperity it
used to enjoy.

First, there is the question of finance. No doubt, in certain quarters
in Bombay, reserves have run down or become depleted, but it is also a
fact that there are large resources left, and that with those resources
pooled, and the necessary assistance from outside, there should be enough
finance available to carry the whole thing through. It has been done and
is now being done elsewhere and can surely be done in Bombay.

What I am more concerned about, is the prospect with regard to re-
organisation, the rationalisation of this industry, which means as described
by a well-known authority :

“The nttempt to adjust the means of production to the probable means of consump-
tion and so tn regulate prices that, instead of curves rising and falling like the contour
of the Alps, thera. should be a fairly level roadway of prices along which trade and
cominerce may move. In this way the consumer of any material may base his own
estimates for futare years and the standard of living of peoples may he established with
stme degree of certainty.” _

Herc is an outstanding instance in actual working. Over 75 per cent.
of the entire wheat production of Canada is nmow sold through one co-
operative pool, linked in turn with a similar organisation in Australia, and
with combinations of farmers . in America and Argentine. But there is
no need to go so far afield. BSo long ago as before the War, in Britain,
there were a number of industrial groups; some of them with as many as
70 and 80 different concerns linked up in the arrangement and covering &
greater capacity than all the mrills in Bombay put together. I have no
wish at this time to criticise Bombay, but I must say that I cannot under-
stand why they were not working out their salvation at thdt time. I am
talking now of the years when some of those Home groups were constructed,
the years of 1808 up to the time of the War. And this more particularly
as Bombay was then, and is now, placed in a more favourable position
to carry out such schemes, through contiguity. Some of the groups of
which T have been speaking have concerns in them working at a great
distance apart, say, 200 or 800 miles, whereas in Bombay one could cover
all the mills with a poeket-handkerchief, so to speak. 8o, in that way
Bombay is very favourably placed, but unfortunately she has never taken
advantage of it.

Sir, what T fear is this. I fear that the changes necessary to bring
about the reduction of the cost of production will not be properly faced,
and that there will be fear and shrinking in the same way as a patient shrinks
from an operation, which may nrean life or death. Tt is not an easv matter.
In the comparatively short history of some of those British industrial
groups, works have been rebuilt three or four times. always with a view
to reducing the cost of production and the results of those changes have
been successful. ' ’

Now, Sir, the days of secret systems and processes in regard to industrial
organisation and manufacture: generally are over, and it should be quite
possible far the Bombgy mill interests, in this great question of the
rationalisation of the industry, to get on the absolutely right course to pursue.
The only question is, will they take it? Will thev do it? There ix a
tremendous amount depending’ on that!" I do ndt ltke to contemplate the
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other side of the picture, but if they pursue the right course, as I sincerely
hope they will, then there is very little doubt that they will win through.

There is another matter to which I would like to refer. For some time
past there has been conmsiderable anxiety in certain districts among the
hand-loom weavers, through doubt as to the possibility of an increase in
the yarn duties. That doubt and anxiety have now been removed, and
whatever may be said regarding other controversial points in this Budget,
Government have the satisfaction of knowing that they have earned the
thanks and deep gratitude of the hand-loom weaving community. They
number about six to seven million people throughout the country and have-
been described us ‘‘the mrost inarticulate, the poorest paid, and withal the:
most industrious people in the country'’. I only hope that it will be pos-
sible, before long, to entirely abolish those cotton yarn duties which have
been condemned by the Fiscal Commission, the Tariff Board, and by every
reputable authority who has gone into the matter and fully understands
the implications attached and the evil of taxing a half-manufactured article.
Now that Government are proposing to adopt a more constructive economic
policy than in the past, I trust this may be one of the first questions to

receive consideration.

I have said nothing with regard to the differential 5 per cent. duty, but.
I would like to point out to my Honourable friends that this duty is
primarily aimed ‘‘to help a lame dog over a stile’’. I have no intention.
of preventing that lame dog from getting over the stile if it is possible to-
assist him. All I would say is that, having regard to this question of Im-
perial Preference, I hope the lame dog who happens to be 15/16ths Indian-
will also be considered.

Mr. B. Das: Sir, when I heard my Honourasble friend from Bombay,
while he was reading out his speech, I thought it was as though I was.
listening to the colunms of the Times of India.

Sir Hugh Oocke: Is the Honourable Member referring to Sir Purshotam-
das Thakurdas?

Mr. B. Das: I am referring to his friend Mr. Kikabhai Premchand.
When I read the minute of dissent by Mr. Kikabhai Premchand on the
Central Committee’s Report, I also thought it was as though I was reading
from the columns of the Times of India. Hcwever, he has tried to re-
present the provinces. I do not know if the other Back Benchers on the
Government Benches, who are the representatives of the provinces, agree
with the remark that the Government did not act rightly in abolishing
provincial contributions. If the Back Benchers on the Treasury Benches,
who come from different provinces, will support the dictum of Mr. Kikabhai
Premchand, I am very much afraid that they will not have to go back
to the provinces, but will have to remain with the Central Government.

Sir, the most outstanding issue of the Budget speech of this year is the
message which the Honourable the Finance Member has transmitted from
the British Cabinet. He wanted us to treat it as an important factor.
8ir, I would like to treat it as an important subject, but I would ask him
to transmit a message to the British Government that, when India becomres
an equal partner in the British Empire, by this time next year, I would
like to discuss this very subject on its own merits. I will then be in &
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position to discuss whether preference can be given to the United King-
dom—it is not the British Empire, but the TUnited Kingdom. The
Honourable the Finance Member, during his short stay in India, may
know and must know, that we Indians are very gentlemanly and very
hospitable, and when we call somebody our friend, we like to extend our:
friendship to him. It is in this light that I would like him to transmit a
message to the British Government.

Sir, my Honourable friend, Mr. Birla, gave an interview to the Press
and said that Imperial Preference has come in by the front door. That is-
also the view on this side of the House. None of us on this side will
tolerate Imperial Preference in any shape or form. 8ir, four years ago
when the Steel Protection Biil was being considered, I was the first man on
this side of the House who damned Imperial Preference. (Hear, hear.)
Thereafter, whenever Imperial Preference has been introduced through the-
backdoor, we on this side have condemned it to our heart’s content, in.
spite of Government carrying it through the support of my friend, Mr.
Kikabhai Premchand, and others who are sitting on the Treasury Benches.
Sir, my friend, Mr. Kikabhai Premchand, waxed eloquent and said that.
the trouble of the Bombay mills has comre through the labour trouble. I
wish he had attended the annual meeting of the Federation of Indian:
Chambers and heard the President of that Federation, Mr, Birla, when he-
spoke about labour and its contentment. Why did not my Honourable
friend, Mr. Kikabhai Premchand, who, I understand dabbles in stocks, tel}
the House about the over-capitalisation of the Bombay mills by the mill-
owners? However, we will get ample opportunities to discuss this problent-
when we consider the Bill that will come up before the House shortly. It
is no use laying the whole blame on labour. The capitalists are to be-
blamed for their mismanagement and for their great greed in the past.

I will just speak one word about my Honourable friend, Sir Hari Singh-
Gour. While he was spesking, he condemned lukewarmly the
principle of Imperial Preference, but he wanted that sonrehow
we should offer a bribe to the British Government, because three or six
months hence, we are going to meet at the Round Table Conference. Sir,
T am not one of those who will offer any bribe to anybody, and I wan%
to meet on equal terms. at the Round Table Conferenee, the Members of
the British Cabinet and the British delegation. If we cannot come to a
settlement, we want to retire honourably, and then I will decide whether-
I will not join the mrovement of civil disobedience which my Honourable
friend, Mr. Kikabhai Premchand, had the audacity to condemn on the floor:
of this House.

Now, Sir, T must speak one word congratulating the Honourable the-
Finance Member for his bold courage in taking stock of the present finan-
cial condition of India. He diagnosed well, he did very well in pointing
it out, but so far as the cure he has suggested is concerned, he has gone:
sbout it wrongly. The cure he suggests is certain taxation, Imperial Pre-
ference or protective duties; that is not a proper cure. S8ir, it was given
out in the budget speech of the Honourable the Finanoce Member that Mr.
Jukes would be the Retrenchment Officer to look into the retrenchment of
civil Departments and of civil budgets, and see if they are capable of any
retrenchment. As everybodv knows, on the civil side, there can be very
little retrenchment unless it is abolition of the post of a chaprasi here or
a clerk there. On the ocivil side, there cannot be any real retrenchment.

4 P.M,
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When I spoke on the Railway Budget, I said there should be a Retrench-
ment Committee to see whether the heavy increase of expenditure to the
tune of 10 crores which has grown up during the last five years, could not
be reduced. I realise, Sir, that the Railways, irresponsible as they are,
do not want to give the Honourable the Finance Member any extra share
of their surplus profits. Therefore, they go on spending large sums of
money, as much as they like# in the working expenditure, in repairs and
msintenance, which the railways would not be spending if they were under
the direct administration of the Honourable the Finance Member.
Although certain Honourable Members of this House differ from me, 1 still
maintain that there should be direct control of the Honourable the Finance
Member over the Railway Budget. I do not think Mr. Jukes can put his
finger into the pockets of my Honourable friend, Mr. Young, who has got
too much, though it has been reduced by 80 lakhs this year. Still he has
got too much money and can well afford to part with some crores. There
shauld be a Retrenchment Committee appointed. It is no use appointing
a Special Officer for this purpose, especially one who is on the point of
retirement, and who has, for over thirty years, been trained in the spirit
of the Civil Service and their clamour, to which we are all so accustomed.
He cannot very well point out or lay his finger where the mistakeg lie.
After all, how much can he show as retrenchment? There must be a Com-
mittee and that Committee should go into the railway head, into their
finances and into the military account, and also they will have to lay their
fingers especially in places where the military expenditure lies concealed
in the expenditure on the civil side and also the railway side. I will point
out two or three heads where expenditure, which properly belongs to the
military side, has been shown in the civil side. There is expenditure of
8o many lakhs on radios, so many lakhs in aviation and so many lakhs
.on broadcasting and so on. We do not want all these luxurious ‘hobbies
‘of radios or broadeasting or aviation in India at present, especially because
India is a very poor country. We can very well abolish those depart-
ments. Then, there is that other department—meteorology, the expendi-
ture on which is growing every year and which properly speaking should
come under the Military Budget. If it is a military expenditure; Jet it
be charged to the military head, and let the 54 crores and odd of the
Military Budget cover that expenditure. Them, there are also certain
‘hospitals and ecientific departments and institutions which purely come
under military expenditure, but they are still being charged on the civil
side, and the Honourable the Finance Member cannot find the money to
meet the civil expenditure. Lastly, I need not once again point out the
special concessions in rates and freights given to the Army.

ir, much has been said about taxation, and I do mot want to touch
that on silver, the abolition of which has been well supported from this
side of the House. I will say one word about kerosene. If Government
need this taxdtion on kerosene, why this differential treatment, why not
aqualise the tax on Werosené? The momey that is invested in Burma is
purely British money, it 'is not Indisn money and we also know aboub
thé agitation that has been going on for the last three yvears regarding the
separationt of Burma from India. Why should-we give the British capital-
igts in Burmsd an advantage over other oil-producing- countries ? ,
" Next T want to totich upori this prefereritial duty a little. .My Honour-
-able friend Mr, Alexander said that the hand-loom weavers would not be
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affected. Sir, I am sorry to hear that. 1 will prove, when the oocasic_)n
comes, on the tloor of tws House, that the hund-.oom industry in certain
provinces happens to produce 40 per cent. of the cloth that is used in
those provinces, My Honourable tricnd, Mr. Gayua Prasad Singh just tells
me about Bihar and Orissa, where it is so. Then, Sir, when my Honour-
able friend, the gullant Buronet, Bir Victor Sassoon pleac'led 80 much for
the cotton yarn protective duty, everybody agreed that it should be for
three years. Now by the back door, it is going to be extended for six
years. 1f the Honouruble the Finance Member needs a little more money,
he had better double the income-tax or the super-tax. He should not
kill the hand-loom weavers, who are gix millions in lndia, while the mill
hands are only four lakhs and a half.  Ancther thing that 1 want to remind
the Honourable the Finance Member of is this, when the Governinent
passed the Cotton Yarn Protection Bill, what did Japan do? Did not Japan
put an embargo on the import of Indian rice to Japan? They thoughp of
doing so and also on pig iron, us my Honourable friend, Mr. Neogy, reminds
me. If you want us to fight, you had better create some quarrels with
the European nations or with America. Why do you create this quarrel
with an Asiatic nation? We want to be in perfect amity with Japan. Why
this differential treatment of Government to help either my Honourable
friends from Bombay or to help the Government Treasury? Why do you
want to bring about this difference between India and Japan? We do not
want to have any quarrel with Japan in whatever shape. We want to
remain in peace and friendship with Japan.

Then my Honourable friend, Sir George Schuster, himself has alluded
to the drop in the world prices of commodities. How is it then that he
has not taken any steps to abolish the Lee concessions? The Civil Services
clamoured in 1922 for concessions because of the rise in prices. Now the
prices have dropped. Why don’t you reduce these concessions? The
Honourable the Finance Member will thereby get a reduction of several
Inkhse—I do not know if it will not be crores—in his expenditure, 1 know
the Anglo-Indians on the railways have even secured them and even some
of them are still clamouring for these Iee concessions, on considerations
which only the Departments know, and which we cannot solve on this
side of the House. That is my suggestion to the Government whether
o Retrenchment Committee tackles the problem or whether Mr. Jukes

examines the question of retrenchment, that is, whether the time has not

come to reduce these Lee concessions owing to the drop in world prices of
commodities.

My Honourable friend, Mr. Acharya, spoke of the hardship of the tax
on sugar. It might have been worse, the salt-tax might have been doubled.
In that case, the whole country—I do not refer to special constituencies
from which my Honourable friend Mr. Mody and others come, for they
need not have any fear in this matter—in the case of other constituencies,
there_ would be a huge uproar. I have, however, every sympathy with
the Honourable the Finance Member, because he is only trying to ease the
burden of legacy received from his predecessor, Bir Basil Blackett, who
reduced the earning power of the people of India. Then he is also suffer-
ing from the action of the predecessor of Sir Basil Blackett, namely, Bir
Malcolm Hailey, who left India, Indian industry and Indisn conditions in
such a miserable state by dabbling in high finance, that his successor after
Reven or eight years is feeling the pinch of it. I know £fr George Schuster

D
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will have to find money to meet the budget demand, but when he said that
he was putting all these taxations in order that he might have a little
sccumulating surplus for preparing the way for a more generous allocation
to the provinces of sources of revenue for nation-building services,—a most
pious speech—I believe my Honourable friend wrote this when he was pro-
bably thinking of his discussions in Léndon with Mr. Layton.und others
who were hatching the Simon Seven’s Report. 1n this respect I will pay
one word of tribute to the Central Committee, although I do not sec eye to
aye with all their recommendations. They have said that Salt, Income-tax
and Customs should be provincial revenues. I whole-heartedly support
that. I aspire to see soon Orissa made a separate province and 1 whole-
heartedly support the idea that Salt, Income-tax and Customs should be
provincial revenues. I was glad that that bit of common sense dawned
on the Central Committee when they wrote that.

My Honourable friend, Sir George Schuster, is putting in money to be
spent on new grants. I will refer to one grant particularly, the appoint-
ment of Trade Commissioners. 1 will welcome it. We have demanded it
for the last three or four years; but if it only means that the cadre of the
Indian Civil Service posts is to be increased and Indian Civil Servants will
get these posts, we on this side of the House will oppose this grant com-
pletely. There will be enough Indian commercial men to fill the Indian
Consular Bervice when it is recruited to its full cadre. It seems that there
is an unholy alliance—of course |Sir George Schuster is not a party to it
because he does not belong to the Indian Civil S8ervice—to send away Indians
of the Civil Service abroad and thereby to replace that number by European
Indian Civil Servants, so that Europeans might more and more get recruit 'd
into the Indian Civil Service. I strongly condemn that, and if it going to
be the Indian Civil Service, I will oppose it in due course.

Sir, we on this side clamour for protective tariffs. Protective tariffs have
become a windfall to the Honourable the Finance Member for the last four
or five years. As I said last year, in the memorandunr of the Finance De-
partment which was submitted to the Simon Commission, it was mentioned
that 20 crores had come from the steel protective duties alone to the pockets
of the Finance Member. At that time we suggested that this money, realis-
ed from the protective tariff, should be put away for nation-building work,
but it has not been done. Again, there are always clamourers, whether
it is the Bombay millowners or glass manufacturers, they all want protec-
tive tariffs. That means so much money put into the coffers of the Finance
Member. My suggestion is that, if the Finance Member wants to build
up the nation-building departments, from this year any money collected
under the protective tariffs should be set aside for nation-building depart-
ments and should be allocated at a later date, to the different provinces.

Mr, President: I had expected that Honourable Members who can
speak with authority on the condition of the Bombay mill industry would
participate in this debate as early as possible. but none of them rose today.

anld if they do not get an opportunity hereafter they must thank them-
selves. '

The Assembly then adjourned till Eleven of the Cl
the 5th March, 1880, 1 ' D of the Clock on Wednesday,
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