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COUNCIL OF STATE.
Saturday, 16th September, 1933.

The Council met in the Council Chamber at Viceregal Lodge at Eleven-of
the Clock, the Honourable the President in the Chair.

—

MEMBER SWORN :
The Honourable Mr. Bertrand James Glancy, C.S.I., C.LE. (Political
Secretary).

QUESTIONS AND ANSWERS.

RETRENCHMENT IN THE OFFICES AND WORKSHOPS OF THE PORT COMMISSIONERS,
CaLcUTTA.

180. Tee HonNouraBLE Mr. HOSSAIN IMAM (on behalf of the
Honourable Kumar Nripendra Narayan Sinha): Will Government be pleased
to state :

(a) Principle or principles on which retrenchment has recently been
carried out in the offices and workshops of the Calcutta Port Commissioners ¢

(b) Constitution of the Committee which settled the details accord-
ing to which retrenchment has been effected there ?

(c) Whether there were any Indians on that Committee ?

(d) If 8o, their names ?

(For reply see under No. 181.)
RETRENCHMENT IN THE OFFICES AND WORKSHOPS OF THE PoRT CoMMIsSSIONTRS,
' CALCUTTA.

181. Tee HonouraBre Mr. HOSSAIN IMAM (on behalf of the
Honourable Kumar Nripendra Narayan Sinha) : Will Government be pleased
to state :

(q) Total number of men that have been retrenched from (s) the offices
and (i) workshops of the Port Commissioners of Calcutta ?

(b) How many ameng them were (i) Europeans, (%) Anglo-Indians,
and (i) Indians ? '

(¢) How many among them were inreceipt of a monthly pay of Ra. 250
and above ? , .

(d) Whether anyone from the retrenched personnel has been recalled 7

(e) If so, how many of them were (:) Europeans, (%) Ahglo-Indiam.
and (¢%2) Indians ? .

(f) Whether any men had their covenants. cancelled forthe sake of being
retrenched ? ' A R - N

(319) . -
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320 COUNCIL OF BTATE. [16TH SEPT. 1933.

(9) If 8o, their total number ?

(h) Whether any reduction of pay or emoluments has been effected in
the case of any Port Trust officer ?

TrE HONOURABLE MR. T. A. STEWART : With your permission, Sir,
I propose to answer questions bearing Serial Nos. 180 and 181 together.

The information asked for is being obtained and will be supphed to the
Hanourable Member when received.

Tue HoNouraBLE MR. HOSSAIN IMAM : May I know, Sir, if the state-
ment will be laid on the table ?

Tre HoNoUrABLE THE PRESIDENT : Of course, it will be laid on the
table.

_ APPOINTMENT OF SHIPPING OFFICERS IN CALCUTTA.

182. TeE HonouraBrE Mr. HOSSAIN IMAM (on behalf of the
Honourable Kumar Nripendra Narayan Sinha): Will Government be pleased
to state :

(@) To what extent the recommendations of the Gow Committee have
been followed in the matter of appointment of Indian officers in the shipping
offices in Calcutta ?

(b) How many officers are there in tlie shipping offices in Calcutta ?

(c) How many of them are (i) Europeans, (i) Anglo-Indians, (1) Hmdus,
and (7v) Mussalmans ?

(d) Whether it is a fact that persons possessing no master mariner’s
certificate have been appointed shipping officers ?

(¢) Whether it is a fact that persons having no experience of navi-
gation or navigable districts have been appointed shipping officers ?

(f) Whether it was contemplated by the Gow Committee that customs
office experience is to be considered enough qualification for a shipping office
superior appointment ?

(9) How many officers and subordinate service men have been discharged
from service on the ground of retrenchment from the Calcutta shipping offices
recently ?

{k) What specific steps have been taken to cut down the establishment
and other expenditure in view of the attenuation of resources ¢

Tae HonoUrABLE MR. T. A. STEWART : (a) I presume that by Gow
Committee the Honourable Member means the Clow Committee which was
appointed in 1922 to examine the question of seamen’s recruitment in India.
If 8o, I am not sure to what recommendations of the Committee the Honourable
Member is referring.

() Three.

(c) One of them is & European ; the others are Muhammadans.

(d) and (¢). The Committee did not recommend that shipping masters
uld possess & master mariner’s certificate or that they should have practical
maritime experience.
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(f) The Committee made no recommendations as to the qualifications to
be required of persons holding superior appointments in shipping offices.

(9) One temporary clerk.

(h) The recommendations of the Retrenchment Advisory Committee in
regard to special pay, overtime fees, compensatory allowances, etc., have been
given effect to as far as possible.

SToPPAGE OF RECRUTTMENT OF HINDUS BY THE CHIEF MINING OFFICER, GIRIDIH.

© 183, THE HoNouraBLE MRr. HOSSAIN IMAM (on behalf of the
Honourable Kumar Nripendra Narayan Sinha) : Will Government be pleased
to state :

(a) Whether it is a fact that the Agent, East Indian Railway, has recently
confidentially communicated to the Chief Mining Officer in Giridih to stop
recruitment of all Hindus ?

(b) If so, whether such a direction is in respect to new or existing
post ?
(¢) Whether it is a fact that thereis a general circular from the Railway

Board stating that in case of future appointments on the State Railways
persons that have been retrenched before time should have invaria bly prior.

claims over others ?

(d) If so, whether the confidential communication to the Chief Mining
Officer is in supersession of the Board’s. circular referred to in part (c) ¢

Tae HoNoURABLE Me. M. W. BRAYSHAY : I have called for the infor-
mation and will communicate it to the Honourable Member on its receipt.

PuNsaB MAaIL.

184. Tae HonouraBLE Raja RAGHUNANDAN PRASAD SINGH :
(a) Will Government state whether from the 1st October, the Punjab Mail
will be directed to run vid the Grand Chord instead of the main line ? :

(b) If the answer be in the affirmative how do Government propose to
make up for the inconveniences thus caused to the passengers of the main line

and loop line for the want of a fast train.

Tre HoNoURABLE Mr. M. W, BRAYSHAY : (a) Yes.

(b) Nos. 5-Up and 6-Down Mails which at present run only between
Moghalserai and Lahore will be extended to Howrah and will run vid the main
line (vid Patna) practically to the same timings as the Punjab Mails now run.

To meet the convenience of through passengers a first and second class
composite will be attached to No. 5-Up Mail at Patna and transferred to No.

1-Up Mail at Moghalserai for Kalka in the summer and Lahore in the winter.
This through carriage will also run on No. 2-Down and No. 6-Down Mails,

Government consider that, so far as can be seen, and particularly in view
of the fact that through carriages will run between Patns and Delhi w4
B2
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Allahabad, the proposed changes in the East Indian Railway time-table will
not result in inconvenience,

BoMBING OF KOTKAI BY AIR,

185. Tur HoNoUraBLE Rar Bamapur Latia MATHURA  PRASAD
MEHROTRA : With reference to the answers to question No. 126, dated the
31st August, 1933, will Government be pleased to state :

' (a) Number of inhabitants of Kotkai ?

(b) Area of land occupied by these inhabitants ? -

(¢c) Area in which bombs were thrown ?

(d) Area in which each bomb produces destroying effect ?

(e) Place or places where these inhabitants migrated ?

(f) Source or sources through which information was obtained that
nobody was ln]led by bombs ¥

His ExceLLeNcy THE COMMANDER-IN-CHIEF : (z) Not more than
200 persons in all.

- (6) T have been unaBle to obtain information on this point, but I may
mention that from photographs taken a rough estimate of the size of the village
itself is about a thousand square yards.

(c) Within the walls nf Kotkai.

(d) No estimate of the_area of effect can be given as this entirely depends
on the nature of the object which bomb strikes. .

(e) Neighbouring hamlets.

(f) Reports were obtained from the Political Agent, Malakand, and the
Military Intelligence Officer, each of whom has many sources of information
the reliability of which can be tested by a system of cross-checking.

MEeEeRrUT CoNsPIRACY CASE.

186. THE HoNoURABLE Rar Bamapur Lara MATHURA PRASAD
MEHROTRA : (a) Will Government be pleased to state the names of the
Meerut Conspiracy Case prisoners who were convicted by the lower court as
well as of those against whom the conviction was set aside by the High
Court ?

(b) What was the total expenditure incurred by the Government of
India in connection with the case ?

Tug HoNouraBLE Me. M. G. HALLETT : (a) I lay a statement on the
table giving the information required. T

(b) Rs. 17,156,000 approximately.
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Statement giving particulars of the 31 accused in the Meerut Conspiracy Case-who were com-
mitted for trial by the Addstional District Magistrate, Meerut.

Serial Sentence awarded by the | Result of ap to
No. Name of accused. Sessions Judge. the High Court.
1 | Muzaffar Ahmad .. Transportation for life .. | 3 years’ imprison-
ment.
2 | Bripad Amrit Dange Transportation for 12 Do.
years.
3 | Phillip Spratt Do. 2 years’ imprison-
ment.
4 | Sachhidanand Vishnu Ghate Do. 1 year's imprison-
ment.
5 | Keshav Nilkanth Joglekar .. Do. Do.
6 | Raghunath SBhivaram Nimbkar, Do. Do.
7 | Benjamin Francis Bradley .. | Transportation for 10 Do.
years.
8 | Shanta Ram Suvlaram Do. Do.
Mirajkar.
9 | Shaukat Usmani .. Do. 3  years' imprison-
ment.
10 | Sohan Singh Josh . . Transportation for 7 | 1 year's imprison-
years. ment.
11 | Mir Abdul Majid .. . Do. Do.
12 | Dbarami Kanta Goswami Do. Do.
13 | Ajodhys Prasad .. Transportation  for 5 | Period already under-
: years. gone in jail.
14 | Gangadhar Adhikari Do. Do.
15 | Puran Chandra Joshi . Do. Do.
18 | Motiram Gajanan Desai Do. Acquitted.
17 | Gopendra Chakravarty .+ | 4 years' rigorous imprison-| 7 months’ rigorous
ment. imprisonment.
18 | Gopal Chandra Basak Do. Period already under-
gone in jadl.
19 | Hugh Lester Hutchinson Do. Acquitted.
.20 { Radha Raman Mittra 4 years® rigorous imprison-| Do,

ment.
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Serial Sentence awarded by the | Result of appeal to
No. Name?of accused. Seesions Judge. the High Court.

21 | Shiavaksh Hormasji Jhabwala | 4 years’ rigorous imprison-| Acquitted.

ment.
22 | Kedar Nath Sehgal . Do. . Do.
23 | Shamsul Huda .. .. | 3 years’ rigorous imprison-| Period already under-
ment. | gone in Jail.
24 | Arjun Atmaram Alve . Do. ++ | Acquitted.
25 | Gobind Ramchandra Kasle . . Do. . Do.
26 | Gauri Shankar .. . Do. . Do.
27 | Lakshman Rao Kadam alias Do. . Do.
Lakshmi Narain Kadam. '
28 | Vishwa Nath Mukharji altas | Acquitted.
Biswanath Mukerjee.
29 | Shib Nath Banerji .. Do.
30 | Kishori Lal Ghosh .. Do.
31 | Dhondi Raj Thengdi .. | Died during the Sessions

trial.

CoMPENSATION FOR MEERUT CONSPIRACY CASE PRISONERS WHO WERE ACQUIT-
TED ON APPEAL.

187. Tae HoNoUraBLE Rar Bamapur Lara MATHURA PRASAD
MEHROTRA : (a) With reference to the previous question has the attention
of Government been drawn to a representation of the Members of the Labour
and Liberal Parties of the House of Commons to the Secretary of State pray-
ing for the grant of compensation to those who have been released by
the High Court ?

(b) Is Government prepared to allow them any compensation ?

(c) If the answer of part () is in the affirmative, what will be the amount
of compensation per head.
Tue HonouraBLE Mr. M. G. HALLETT: (a) Government have no
isnforma.tion that any such representation has been made to the Secretary of
tate.

(b) and (7). Inview of the answer given to question (a) these questions do
Dot arise.

PosrrioN or INDIANS IN KENYA.

188. THE HoNOURABLE Ral Bamapur Lara MATHURA PRASAD
MEHROTRA : (a) Has the attention of Government been drawn to a state-
ment of Mr. Tyebji M. Jivanji, President of the East African Indian Congress



QUESTIONS AND ANSWERS. 33

and Mr. U. K. Oza, General Secretary, appearing in the Hindustan Times,
dated 2nd September, 1933, regarding the growing influence of the white
settlers and the danger that threatens the Indian community in Kenya ?

(b) If so, what steps does Government propose to take to help the
Indians of Kenya ? e e-

Tue HonouraBrE MR. M. G. HALLETT : With your permission, Sir, I
will answer this question for the Honourable Sir Fazl-i-Husain :

(@) Yes.

(b) The attention of the Honourable Member is invited to the reply
given by the Honourable Sir Fazl-i-Husain on the 29th August, 1933, to his
question No. 111. Government will watch the situation and will take such
action from time to time as the protection of legitimate Indian interests
might require.

As8ASSINATION OF MR. BURGE, DiSTRICT MAGISTRATE, MIDNAPORE.

189. THE HoONOURABLE Rar Bamapur Lara MATHURA PRASAD
MEHROTRA : Will Government be pleased to supplement the information
regarding the dastardly attack on Mr. Burge, the District Magistrate of
Midnapore, on the following lines:

(¢) How many persons in all were arrested ?

(b) Did any of the miscreants connected with the orime escape ?

(¢) How many houses were searched and was any material in connection
with the outrage discovered ?

Tue HoNourasLE MR. M. G. HALLETT : The crime is under investi-
gation and I am not in a position to give details of the action taken during the
investigation.

Loan OpEraTIONS IN 1933.

190. Tue HoNouraBLE Mr. HOSSAIN IMAM : Will Government give
the following information with regard to their loan operations in the year
1933 :

(@) Loans repaid and the dates of repayment ?

(b) Loans taken and the dates on which floated and the rates of interest
and the amount of the loans ?

{¢) Redemption yield on the date of flotation of the 1933 loans of the
last 1932 loans ?

Tie HonovraisLE MR. J. B. TAYLOR : A statement is laid on the table.

Statement.
(a)
(1) 5% War Loan, 1929-47 .. 15th ?.fl gay,l ;gg:i 2
(2) 49% Conversion Loan, 1916- 17 18t o y, .
(3) 60//2 Bonds, 1938-36 .. 1bthof August, 1933 .. Rupee Joans
(4) 5% Bonds, 1933 .. 1t of September, 1833 )
(5) India 6% Bonds, 1933-35 .. 16th of June, 1833 .. Sterlingloan.

(Portions of this loan had been
repaid on earlier dates.)
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®

Loan with rate of interest. Isgue : Date. Amount.
price.
Rs.
4%, Bonds, 1943 .. 98 23-1-1933 .. 14,97,17,700
Rupee loan < 4% ((3)onverai0n Loan, 1960-| .. 1-2-1933 .. | 83,80,55,700
70.
334% Loan, 1047-50 .. 96 | 28-4-1933—
Cash . 15,569,88,700
Conversion .. 15,21,75,800
Sterling loan 49, Btock, 1048-53 .. 974 10-5-1933 .. £12,000,000
(e)
Yield on
Loans.

23-1-1933. | 1-2-1033. | 28-4-1933. | 10-5-1933.
53% Loan, 1938-40 .. .o | 4-265— | 4-2656— | 3-969— | 4-067—

4-547 4-647 | 4-319 4-394
5% Loan, 1940-48 .. .. 4:215— | 4:215— | 3-980— | 4-139—

4-400 4.400 4227 4-342
89, Stock, 1942-47 .. .. 3:-799— | 3-740— | 8-499— | 3-684—

4-123 4-080 3-926 4-057

TrEASURY BILLs.

191. Tee HoNouraBLE Mr. HOSSAIN IMAM : Will Government state
whether it is a fact that about the middle of June the treasury bills outstand-
ing were less than 14 crores but now amount to nearly 30 crores ? Will Gov-
ernment state the reasons for this increase and how it is accounted for ¢

TrE HoNoURABLE MR. J. B. TAYLOR : Yes; the increase is largely due
to the provision of funds to finance our sterling purchases.
WHEAT AGREEMENT.

192. THE HoNOURABLE Mr. HOSSAIN IMAM : Will Government state
whether India is & . party to the Wheat Agreement ? If so, whether as an

exporting or importing country ? .
Tre HoNouraBLE Mr. M. G. HALLETT : Sir, I will answer this question
for the Honourable Sir Fazl-i-Husain.

The answer is “ No ”.
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Lrave RuLes.

193. Toe HoNouraBLE Mr. HOSSAIN IMAM : Will Government state
whether they have taken any steps to modify the leave rules relating to
Government servants ? If not, why ?

TrE HoNoUurABLE MR. J. B. TAYLOR: Revised leave rules for new
entrants to the Governor General’s Services are under consideration and will,
it is hoped, be issued shortly.

Ramway CLearNG Accounts OFFICE.
194, THe HoNouraBLE MR. HOSSAIN IMAM : Will Government state :

(1) What was the expenditure on the Railway Central Clearing Accounts
Office in the last three financial years ?

(2) Will Government lay on the table a statement showing the figures for
thelast three years in regard to the Eastern Bengal, East Indian, North
Western, and Great Indian Peninsula Railways in respeot of :

(a) Total credits, (b) total debits, (¢) demand of one State-managed
Railway on the other three, (d) credit of one State Railway
from the other three Railways, (¢) the net payments or receipts
of the Railways from each other ?

Tre HoNourasLe Mr. M. W. BRAYSHAY : Iam collecting the infor-
mation and will lay it on the table in due course.

METRE GaUGE ENGINES ON THE EASTERN BENGAL RAILwWAY.

195. T HoNoURABLE MrR. HOSSAIN IMAM : Will Government state :

(a) Numbers and types of the heaviest metre gauge engineson the

Eastern Bengal Railway ? What was their worked mileage in the year 1931-32,
and 1932-33 ?

(b) What is the average mileage of metre gauge enginesin general
on the Eastern Bengal Railway ?

Tee HoNourasLe Mr. M. W. BRAYSHAY : The information is being
obtained and will be supplied to the Honourable Member on receipt.

SPECIMEN BUDGETS SUPPLIED TO THE PERCY COMMITTEE.

196. Tee HoNouraBLe .Mr. HOSSAIN IMAM: Will Government
state whether it is a fact that the Percy Committee was furnished with speci-
men Provincial and Central Budgets ? Who was responsible for preparing
these budgets ? What were the exact figures for each province and how were
they arrived at ? What were the figures and compositions of the expenses under
the head Political Department in the Central Specimen Budget ?

Tue HoxourasLE Mr. M. G. HALLETT : The attention of the Honour-
able Member is invited to paragraphs 8 and 11 of the Report of the Federal
Finance Committee. Government regret that they cannot give the Honour-
able Member figures supplied to the Committee for its own use and not pub-
lished in the Committee’s Report. : N

w
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OrTAWA TRADE AGREEMENT.

197. Tae HoNoumaBLE Mr.- HOSSAIN IMAM: Will Government
state what steps they have taken or propose to take in order to make the
Ottawa Trade Agreement a success ?

Tex HoNourapLe Mr. T. A. STEWART: I am not quite clear as to
what the Honourable Member means by his enquiry. I may, however, state for
his information that the attention of the Local Governments, and through them
of the Provincial Departments of Industries and the Chambers of Commerce and
other trade organizations concerned, has been specifically drawn to the import-
ance of the preferences secured under the Ottawa Trade Agreement in respec
of certain Indian commodities, and they have been asked to make every effort
to take full advantage of the preferences granted and to furnish the Government
of India with periodical reports as to the results of the preferences on the trade
in those commodities. Similar action has been taken as regards the Indian
States concerned.

REPAYMENT OF THE Su;m.mo Loan, 1933-34.

198. TeE HoNouraBLE Mr. HOSSAIN IMAM: Will Government
state whether it is a fact that they have given notice of the re-payment of
1933-34 sterling loan ? If so, will it be paid by the Secretary of State out of
the treasury balances or by raising a loan ?

Tae HoNourasLE Mr. J. B. TAYLOR: Yes. We hope to be able to
pay it out of treasury balances.

BALANCES WITH THE SECRETARY OF STATE FOR INDIA.

199. Tre HonouraBLe Mr. HOSSAIN IMAM: Will Government
state what were the balances with the Secretary of State for India at the end of
each of the first four months of the new financial year and how were they held %

Tue HoNouraBLE MRr. J. B. TAYLOR : The halances with the Secretary

of State for India at the end of each of the four months of the current financial
year were as follows :

£
April .. . - . . .. 6,941,916
May .. .. .. . .. .. 8,205,630
June .. .. . .. .. .. 10,674,109
July .. . . .. 9,615,604

These are invested in British Government treasury bills except for a balance
of slightly over £1,000,000 which is kept to meét current requirements.

INCOME-TAX OFFICERS AND ASSISTANT INCOME-TAX OFFICERS IN THE INCOME-
TAX DEPARTMENT, BENGAL, APPOINTED BINCE APRIL, 1922.

200. Tae HonouraBLe Mr. JAGADISH CHANDRA BANERJEE :
Will Government be pleased to lay on the table a statement showing the
total number of Income-tax Officers and Assistant Income-tax Officers appoint-
ed from April, 1922 to date in the Income-tax Department of Bengal ?

Tae HoNouraBLE Mgr. J. B. TAYLOR : Twelve Income-tax Officers and
fifteen Asgistant Income-tax Officers have been appointed in the Income-tax
Department, Bengal, since April, 1922.
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GazETTED OFFICERS DISCHARGED FROM THE INCOME-TAX DEPARTMENT,
BeNgAL, sINCE APRIL, 1922.

201. Tae HoNouraBLE Mr. JAGADISH CHANDRA BANERJEE :
(@) Will Government be pleased to lay a statement on the table showing
the total number of officers (gazetted) discharged for failure to pass the depart-
mental examination from April, 1922 up to dateand the total amount of salary
paid to the discharged officers during the tenure of their service in the Income-
tax Department, Bengal ?

(b) Has any officer been confirmed during the said period though he could
not pass completely the departmental examination ?

(c) How many Examiners of Accounts have been confirmed after having
passed the departmental examination in due course within two years during
the said period ?

(d) How many Examiners of Accounts have been confirmed with grace
chances after two years and how many have been confirmed though they
could not pass the departmental examination in spite of grace chances
having been allowed to them ?

(e) How many Examiners of Accounts have been discharged for failure
to pass the departmental examination during the said period ?

Tae HoNourABLE MR. J. B. TAYLOR : (a) About six gazetted officers
have been so discharged in the period named but the exact figure cannot be
given without going through the records. As for the amounts of salary paid
to them while in service, the answer to this, as also to part () of this question,
is that the compilation of the information asked for would involve an expendi-
ture of time and labour which would be incommensurate with the value of
the results secured.

(b) No.

(d) Exact particulars could only be given at the cost of excessive labour,
but the number is approximately six.

(¢) None.

GAzETTED OFFICERS OF THE INCOME-TAX DEPARTMENT, BENGAL, WHO DIED
WHILE IN ACTIVE SERVICE, ETC.

202. THE HoNoURABLE Mr. JAGADISH CHANDRA BANERJEE:
(e) Will the Honourable the Finance Member be pleased to lay on the table
a complete list showing therein the names of officers (gazetted) in the Income-
tax Department in Bengal who died in active service and their respective age
and respective lengths of service in this Department at the time of their
death from April, 1922 till now ¢

(b) Will Government be pleased to lay on the table another statement
showing the percentage of the discharged officers referred to in the previous
question and the percentage of death rate of the officers separately compared
with the total sanctioned strength of the Income-tax Officérs in Bengal during
this period ?

Tax HoNoURABLE Mg. J. B. TAYLOR : (a) A statement is laid on the
table.

(b) The number of discharged gazetted officers was seven (four Income-tax
Officers and three Assistant Income-tax Officers). At the time, the sanctioned
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strength of Income-tax Officers was 3F ; the total number of gazetted officers
was 62, out of a sanctioned strength of 66, two posts being vacant and two
having been surrendered to correspond with an increase by two in the number
of Examiners, in accordance with the programme of gradual absorption adopt-
ed in 1927. The total number of deaths of gazetted officers of all grades has
already been given and may be compared with the sanctioned strength already
given.

Statement showsing the names of officers (gazeited) in the Income-tax Department, Bengal, who
died in active service and thesr respective age and lengths of service in this Department at
the time of their death from April, 1922 till now.

Length of service in the Department
Name of deceased officer. Age in years. from 1922 at the time of death.

1. Mr. J. N. Chatterjee .. 36 2 years and 4 months.

2. Mr. W. B. Kirkwood .. | Not known 4 years (approximately).

3. Mr.8.N.Roy .. .. 48 7 do.

4. Mr. K. H. Mazumdar . 37 7 do.

5. Mr. N. Roy .. 46 6 do.

6. Mr. P. L. Adhikari . 33 10 do.

7. Mr. N. C. Bhaha .. . 40 11 do.

RETRENCHMENT OF (GAZETTED OFFICERS IN THE INCOME-1AX DEPARTMENT,
BENGAL.

203. Tue HowouraBLE MrR. JAGADISH CHANDRA BANERJEE :
Will Government be pleased to lay on the table a list showing the names and
lengths of service of officers who have recently been retrenched with a view
to effecting economy in the Income-tax Department of Bengal ? Isita fact
that the very same Government of India letter of June, 1933, which conveyed
the sanction for the retrenchment of seven officers, also conveyed the sanction
for the appointment of seven Examiners of Accounts to replace the seven
officers retrenched with a view to the curtailment of expenditure ¢

Tur HoxouvrakLr MR. J. B. TAYLOR : A statement is laid on the table.
The answer to the second part of the question is in the aflitmative.

Statement showing the names and length of service of officers retrenched in the Income-tazx
Department, Bengal.

1. Mr. R. Ghatak .. .. .. Income-tax Officer .. .. 23 years.
2. Mr. F. C. Chopra .. .. . " .. .. 138,
3. Mr. P. L. Bhattacharji .. .. . . V. .. 13,
4. Mr.B. K. Datta’ .. . . . .. 13,
8. Mr. Nefazuddin .. .. Assistant Income-tax Officer .. 9 ,,
6. Mr. Abdul Majid e v v e ” e 8

7. Mr, B, B. Basu oy ” woee T,
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ANNUAL SAVING ANTICIPATED DUE TO RETRENCHMENT OF (3AZETTED OFFICERS
IN THE INCOME-TAX DEPARTMENT, BENGAL.

204, THE HoNouraBLE MR. JAGADISH CHANDRA BANERJEE :
(a) Will Government be pleased to lay on the table a detailed statement
showing the total amount of annual saving that Government anticipates by
replacing the seven retrenched officers by seven newly appointed Examiners
of Accounts after paying bonus, pension and earned leave pays for the retren-
ched officers ?

(6) Will Government he pleased to state the estimated additional expen-
diture that Government has to meet monthly from May, 1933, as a result of
the reduction of 10 per cent. cut to 5 per cent. in the pay of the whole force
of the Income-tax Department of Bengal ?

Tue HoNoURABLE MR. J. B. TAYLOR : {(a) Exact figures as to bonus,
pension and leave pay of the retrenched officers are not yet available, but the
approximate figures are—for pension, Rs. 915 monthly and for gratuities,
Rs. 18,750. The annual saving in pay on account of replacement of the
seven retrenched officers by Examiners of Accounts is Rs. 28,332 on average
cost basis. ) '

() Rs. 53,000 approximately.

TotaL RecEIPTS, ETC., IN THE INCOME-TAX DEPARTMENT, BENGAL.

205. THe HoNouraBLE MR. JAGADISH CHANDRA BANERJEE:
Will Government be pleased to place on the table a statement in regard to
the Income-tax Department, Bengal, showing :

(a) Total receipts in 1932-337

(b) Total expenditure in 1932-33 ?

(¢) Ratio of expenditure to receipts in 1932-33 ?

(d) Ratio of savings to total expenditure that Government anticipates
by the retrenchment of the seven officers in the Income-tax Department,
Bengal, referred to in the previous question ?

Tre HoNouraBLE MRr. J. B. TAYLOR : (a) Rs. 428§ lakhs.

(b) Rs. 11} lakhs,

(c) 2-6 per cent.

(d) The saving due to the abolition of seven posts of Income-tax Officers
referred to in the previous question will be, on the average cost basis, 2-5 per
cent. of the total expenditure in the Bengal Income-tax Department.
ABOLITION OF TWO PosT8 OF ASSISTANT COMMISSIONERS OF INCOME-TAX,

CALCUTTA.

206. Tae HoNouraBLE MR. JAGADISH CHANDRA BANERJEE :
(a) Is it a fact that the General Purposes Sub-Committee of the Retrenchment
Advisory Committee recommended (vide page 12 of Part I of the Report)
the abolition of the two posts of Assistant Commissioners of Income-tax in
Calcutta ? If so, have they been abolished ? If not, why ?

(b) Will Government be pleased to state the number of Additional Income-
tax Officers who have been working or who have worked after confirmation
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in the Department without any powers like Examiners and the period
during which they had no such powers and has any of these additional
Income-tax Officers, who have been working or who have worked without
powers, been retrenched on account of their incompetency and inefficiency ?

Tue HonourasLr: Mr. J. B. TAYLOR: (a)%Yes, but the posts have
not been abolished. The pay of the posts was reduced to Rs. 1,000—100—
1,500 with a special pay of Rs. 250 in 1927, but as the present incumbents were
holding the posts before 1927, they are drawing the old scale of Rs. 1,500—100—
2,000. The revised scale will be introduced as they retire. It is not part of the
Government policy of retrenchment to discharge officers and replace them by
officers of the same grade but on lower rates of pay.

(b) The information desired cannot be obtained without undue expendi-
ture of time and labour but I may say that certain Additional Income-tax
Officers have been working without powers from time to time for reasons. of
departmental convenience. That being the reason for their being so employed,
the fact of such employment could have no bearing on the selection of indivi-
duals for retrenchment.

AMOUNT OF EXPENDITURE INCURRED ON TOURING BY ASSISTANT COMMISSIONERS
oF INcoMe-TAX AND INCOME-TAX OFFICERS, BENGAL.
207. Tue HonouraBrE Mr. JAGADISH CHANDRA BANERJEE:
(1) Will Government be pleased to state the total amount of expenses incurred
by Government for the touring of the Assistant Commissioners of Income-tax
and the Income-tax Officers, in Bengal ?

(2) Is it a fact that the touring of the Assistant Commissioners of Income-
tax, Bengal, was stopped for some time under Government orders for effecting
economy ?

(3) Will Government be pleased to state the approximate amount of
saving effected thereby ?

(4) Is it a fact that the touring of the Assistant Commigsioners of Income-
tax in Bengal has of late been resumed ? If so, why ?

Tue HoNouraBLE MRr. J. B. TAYLOR: (1) The information has been
called for and will be furnished to the Honourable Member in due course.

(2) Touring was greatly reduced as a measure of economy.
(3) About Rs. 4,000 per annum,

(4) Yes, the reasons being that the saving to Government was unfairly
disproportionate to the cost to appellants. It is also desirable that Assistant
Commissioners should inspect Income-tax Offices.

STATEMENT LAID ON THE TABLE.

NOTIFICATIONS REGARDING EXEMPTION FROM INDIAN INCOME-TAX OF THE
SaLaries oF THE HiGE COMMISSIONER, ETC.
Tee HoNourasLE Me. J. B. TAYLOR: Sir, I lay on the table the
information promised in connection with the reply to question No. 169 answered
on the 11th September, 1933.
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No. 878-F.
GOVERNMENT OF INDIA.
FINANCE DEPARTMENT.
NoT1FI0ATION,

Scparato Reveaue.

Income-tax.
Delhi, the 21st March, 1922.
In exercise of the powers conferred by section 22 of the General Clauses Act, 1897

(X of 1897), read with section 60 of the Indian Income-tax Act, 1922 (XI of 1922), and in

ion of the notifioations of the Government of India in the Finance Department

specified in the Schedule hereto annexed, the Governor General in Council is pleased to
order :—

(a) that the following classes of income shall be exempt from the tax payable under
the said Act and that they shall not be taken into account in determining the
total income of an assessee for the purposes of the said Act—

(1) the official allowance which an agent of a Prince or State in India, who has

‘ been duly acoredited to represent the Prinoe or State for politioal purposes
in any place within the limits of British India, receives as such agent in
British India from the Prince or State ; and the official salaries and fees
which a Consul General, Consul, Vice-Consul or Consular Agent of a foreign
State, whether ‘ de carriere’ or not and whether a British or a foreign
subject or a represcntative or Consular employee of a foreign State, not
being a British subject, receives in India from such foreign State in his
capacity of Consul General, Consul, Vice-Consul or Consular Agent,
representative or Consular employee.

“(1A) Sums paid in pursuance of Article 3 of the Agreement dated the I'7th
August 1825 between the British Government and the King of Oudh.”

(2) the salary and allowences paid by a State in India during the period of depu-
tation to any person deputed by the State for training in British India ;

(3) scholarships granted to meet the cost of education ;

(4) such portion of the income of a member of His Majesty’s Naval, Military or
Air Forces, British or Indian, or of the Royal Indian Marine as is com-
pulsorily deduoted from his salary by the orders, or with the approval of
Government for payment to & mess, wine or band fund ;

(6) the allowances attached to :—
the Viotoria Croes ;
the Military Cross ;
“the Order of British India ;
the Indian Order of Merit ;

(5A) ‘ Jangi Inams ’ awarded to Indian Officers, Indian other ranks and followers
in respeot of servioe in the Great War.

*(6) the interest on Government securities held by, or on behalf of, Ruling
Ohiefs and Prinoes of India as their private property.

(7) the yield of Post Office oash oertificates ;
(8) the interest on deposits in the Post Office Saving Bank ;
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(9) the income of a university or other educational iustitution existing solely for
educational purposes and not for purposes of profit;

(10) the salaries of His Majesty’s Trade Commissioner in India ;

‘*“ (10A) the salary of the Canadian Government Trade Commissioner in India at
Calcutta.”

‘(10B) the salary of the Trade Commissioner in India of the United States of
America, and of any members of his staff who are citizens of the United
States of America and have been detailed for duty with the said Trade
Commissioner by the Government of the said States.”

“(10C) the salaries of the Correspondent of the International Labour Office,
New Delhi and his staff.”

(10D) the salaries of the Organirer and Manager of the Branoch Office of the League
of Nations, Bombay and his staff ;

(11) the gratuities which are granted to officers and others in respect of woinds or
injuries received either in action or in the performance of duty otherwise
.than in action in His Majesty’s Naval, Military or Air Forces, British or
Indian or in the Auxiliary Force, India, or in the Indian Territorial Force,
or in the Royal Indian Marine ;

(12) the gratuities which are granted to the widows, children or other relatives of
officers and others who are killed in action or suffer violent death due
directly or wholly to war service, or are killed or die of injuries sustained
on flying duty or while being carried on duty in air craft under proper
authority, or die within seven years from wounds or injuries so received ;

(12A) gratuities sanctioned under Army Instruction (India) No. 223, dated the
21st March, 1922, for regular Royal Engineer Officers on the Indian estab-
lishment belonging to the Survey or Railway Department and regular
Indian Army Officers of the SBurvey Department ;

(13) gratuities which are granted by the Railway Board or under general orders
issued by the Railway Board to employees on death while in service, to
their widows or children or other members of their families ;

(18A) extraordinary gratuities which are granted by Government or by Railway
Administrations to Government or railway servants (or to their widows,
children or other representatives, as the case may be) who are injured or
killed in the execution of their duties or who suffer injury or death owing to
devotion to duty ;

(14) the allowance or salary paid in the United Kingdom to officers on leave or
duty in that country whether such allowance or salary is paid in sterling in
the United Kingdom or by means of negotiable rupee drafts on a bank in
India; :

(16) the leave allowanoce or salary drawn from any Colonial Treasury by an officer
on leave or duty in the Colony ;

(16A) leave salaries or leave allowances paid in the United Kingdom or in a Colony,
to the employees of Com)panies or private employers on leave in the United
Kingdom or in such Colony ;

(16B) vaocation salaries paid in the United Kingdom or in e Colony to Judges of
High Courts or of Chief Courts, to Judicial Commissioners, or to other

~ officers of Government, when on vacation therein ; _

{18) the pensions of officers drawn from any Colonial Treasury ot paid in the
United Kingdom, whether such pensions are paid in sterling or by means
of negotiable rupee drafte on a bank in India ; e

(16A) the salaries-of the light house keepers of light houses in the R_edSqa ;

N
.
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(17) the interest on the Mysore Durbar twenty years 6} per cent. Bonds of 1920,
ten yoars 7 per cent. Bonds of 1921, 20 to 30 years 6} per cent. Bonds of
1921;

(18) Pensions granted to officers of His Majesty's Naval, Military or Air Foroes,
. British or Indian or of the Auxiliary Force, India, or of the Indian Territo-
rial Force, or of the Royal Indian Marine or to members of the Indian
Police Foroes in respect of wounds or injuries received in action or in the
performance of their duties as members of such forces otherwige than in
action.”

“(19) pension granted to members of His Majesty’s Naval, Military or Air Forces,
British or Indian or of the Auxiliary Force, India or of the Indian Terri-
torial Foroe or of the Royal Indian Marine, who have been invalided from
service with such forces on account of bodily disability attributable to or
aggravated by such service ;

‘“ (18A) value of rations issued in kind or money allowances paid in lieu thereof,
to any officer or other rank in His Majesty’s Naval, Military or Air Foroes,
British or Indian or in the Auxiliary Force, India, or in the Indian Terri-
torial Force, or in the Royal Marine, and ™

“ (19B) value of rent-free quarters occupied by or money allowances paid in liou
thereof, to Indian Officers British Warrant and Non-Commissioned officers
and men of His Majesty’s Military or Air Forces, and Dritish and Indian
Warrant officers of His Majesty’s Naval and Marine Forces ; in all cases
irrespective of whether the individual concerned is married or single.”

“(19C) conservancy allowance granted in lieu of free conservancy to non-depart-
mental Warrant and non-commissioned officers of the India Unattached
List, departmental Non-Commissioned officers of the India Unattached
List not in receipt of consolidated rates of pay and Warrant and Non-
Commissioned officers of the permanent staff of Auxiliary and Terri-
torial Forces.”

(19D) the value of the free education provided for the children of British Warrant
and Non-Commissioned officers and any-grante-in-aid made to British
Warrant and Non-Commissioned officers in lieu of the provision of free
education for their children.

(20) the income derived from the manufacture of indigo for a penod of 4 years
commencing with the lst April 1921.

(b) that the following classes of income shall be exempt from the tax payable
under the said Act, but that they shall be taken into account in
determining the total income of an assessee for the purposes of the said
Act:

(1) the interest on Government securities purchased through the Post
Uffice, and held in the custody of the Accountant General, Posts and
Telegraphs ; and

(2) sums received by an assessee on account of snla.ry, bonus, commission or
other remuneration for servioes rendered, or in lieu of interest on money
advanced, to a person for the purposes of his business,

where such sums have been paid out of, or determined with reference
to, the profits of such business,
and, by reason of such mode of payment or determination, have not been
allowed as a deduction but have been included in the profits of the busi-
ness on which i income- -tax has been assessed and oharged under the
head * business ™
Provided that such sums sha.ll not be exempt from the payment of supertex
unless they are paid to the asscssee by & person other than a company and

bave already been assessed to supertax.
]

M103C8
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SCHEDULE.
. . . .
‘Number of Notification. DsteofNotiﬁuﬁon.
774-F. . . .. 28th Mn.roh 1918;
1ns0-F. .. . .. 8rd May, 1918..
662-F. . .. ..  6th March, 1919.
6387-F. .. .. .. 4th March, 1919.
$20.F. .. .. .. 1st April, 1919.
1719-F. . .. .. 9thJuly, 1019,
1319-F. .e . .. 28th April, 1920.
2404-F. .. .. .. 25th August, 1820.
67-F. ve . ..  6th January, 1921.
2529-F. . . .. 7th September, 1921.
3507-F. .. .- .+ 218t December, 1921.
G. G. SIM,

Joint Secretary to the Government of India.

GOVERNMENT OF INDIA.
FINANCE DEPARTMENT (CENTRAL REVENUES).
Simla, the 16th June, 1928,

NoTrFIcATION.
Income-tax.

No. 24. In exercise of the powers conferred by section 60 of the Indian Inoome~tax Aot,
1922 (X1 of 1922), the Governor General in Council is ploased to direct -that the followmg
further amendment shall be made in the Notification of the Government of Indié in the
Finance Department, No. 878-F., dated the 21st March 1922, namely :—

In paragraph (2) of the said Notification, after clause 10, the following Clause shall be
iaserted, namely :—
“(10A) The salary of the Canadian Government Trade Commissioner in
India at Caloutts.”
A. TOTTENHAM,
Joint Secretary to the Government of India.

GOVERNMENT OF INDIA.
FINANCE DEPARTMENT (CENTRAL REVENUES).
Stmla, the 20th Oclober, 1928.
NOTIFICATION.
Income-tax.

No. 43. In exercise of the powers conferred by section 60 of the Indian Income-tax
Aot, 1922 (XI of 1922), the Governor General in Council is pleased to direct that the follow-
ing further amendment shall be made in the Notification of the Government of India in the
Finance Department, No. 878-F., dated the 21st March 1922, namely :—

In pa.ragraph (a) of the said Notification, after clause (10A), the following clause
shall be i , namely :—
‘¢ (10B) The salary of the Trade Commissioner in India of the United States of
America, and of any members of his staff who are citizens of the United
States of America and have been detailed for duty with the said Trade
Commissioner by the Government of the said Statee »

A H. LLOYD ok
Joint Secretary to the Government af Indim,
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777 MESSAGE FROM THE LEGISLATIVE ASSEMBLY. S
SECRETARY or tee COUNCIL: 8ir, a message has been received
from the Legislative Assembly. The message runs as follows : C

‘T am direoted to inform the Council of State that the following motion was carried
in the Legislative Assembly at its- meeting held on Thursday, the 14th September, 1833,
and to request the concurrence of the Council of State in the said motion :

‘ That this Assembly do recommend to the Council of State that. the Billfurther
to amend the Imperial Bank of India Act, 1920, for certain purposes, be
referred to a Joint Committee of this Assembly and of the Council of State
with instructions to report on or before the 20th November, 1933, and that
the Joint Committee do oonsist of 28 members ’.”

ﬁILLS PASSED BY THE LEGISLATIVE ASSEMBLY LAID ON THE.
TABLE.

- SECRETARY or tae COUNCIL: Sir, in pursuance of rule 26 of the
Indian Legislative Rules, I lay on the table copies of the following Bills which
were passed by the Legislative Assembly at its meetings held on the 14th
and 15th September, 1933, namely :

A Bill further to amend the Indian Merchant Shipping Act, 1923, for
certain purposes (Second Amendment) ;

A Bill to provide for the appointment of a Manager on behalf of the
Secretary of State of the properties of the Nawab Bahadur of
Murshidabad and to define the powers and duties of the
Manager ; and _

A Bill to provide for the control of the export of tea from India and for
the control of the extension of the cultivation of tea in British
India. :

MOTION RE JOINT COMMITTEE ON THE RESERVE BANK OF
INDIA BILL.

Tee HoNouraBLE Mr. J. B. TAYLOR (Finance Secretary): Sir,

Imove:

‘‘ That this Council do concur in the Resolution passed in the Legislative Assembly
recommending that the Bill to constitute a Reserve Bank of India be committed to &
Joint Committee of the Council of State and of the Legislative Assembly with instructions
to report on or before the 20th November, 1933, and that the Joint Committee do consist
of 28 members.”

Sir, T think that this motion can fairly be described as one of the most
important Resolutions which has been brought before this House for some
years, and in the first place, I wish to express the regret of Sir George Schuster,
the Honourable Finance Member, that he is not able to be present in person
today. Unfortunately he cannot be in two places at once, and in another
place this morning he is in charge of two Bills and there is also an important
debate in which he will probably have to participate. I am, therefore, to
express his regret for his absence here today. _

The importance of this Resolution, Sir, is not only financial but consti-
tutional, and I hope that this House will give it the consideration which if
Ierits as an attempt to follow up the line of thought, adumbrated at the Round
Table Conferences and more clearly developed in the White Paper, that a
transfer of financial responsibility at the Centre is a practical proposition
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provided that proper arrangements. are msde for. the separation of the ad-
ministration of currency and finance. I do not wish at this stage to go into
too muech detail. The subject is familiar to all Members of this House, but
I think it desirable that before launching the discussion I should endeavour
to put the various elements of the problem in their proper perspective. The
most important proposal in the present legislation, as I see it, is the separation
of certain important executive functions and their delegation to a separate
body. The separation of governmental powers is no new idea. Everybody
is familiar with the arguments for the separation of the judicial from the
executive, and, though the parallel is not complete in every respect, I think
that it affords a very valuable illustration of what we have in mind in the
present Reserve Bank legislation. Laws are framed by Governments but
the actual administration of law is just as important, if not more important,
than its framing, and the same applies to the administration of currency and
finance. It is not proposed that the Reserve Bank should be a law to itself :
it will operate within clearly defined lines and these lines must be laid down
by the Legislature, but even within these lines legislation is useless unless
the administration is effective and responsible. To take a single instance,
there are many actions of the highest importance, which must be taken, if
action is not to be too late, before it would be possible to consult anybody.
The greatest care must therefore be taken to ensure that the body which
administers currency legislation is of such a character as to command the con-
“fidence of the country. The proposed bank will also have a wider consti-
tutional function. The object of all constitutional separation is to allow check
to operate on counter-check : that is why there are two Chambers in the
Legislature ; and the broad purpose of the White Paper, as I see it, is to replace
outside checks by internal ones. In matters of currency therefore it is desir-
able that there should be a body outside the Legislature which will represent
the financial interests of the country and which can make their voice heard
if they consider that any policy is being adopted without due consideration
of all the interests involved. The universal experience of all countries is that
this check can be most suitably applied by an institution which represents
a wide and influential body of shareholders.

It is true that if we were looking at this matter purely from the financial
standpoint we would probably not have chosen this particular moment to
alter our arrangements for currency administration, though even this statement
is not completely correct without qualification. As a result of various develop-
ments in the recent past which have been frequently discussed in this House
and which I need not elaborate, the credit of India has improved in a
manner which would have been considered quite impossible 24 monthsago,
and we can now fairly say that we have sufficient gold and sterling within
our grasp to bring within easy reach the reserve of 50 per cent. in external
assets which the proposals of 1927 indicated as sufficient to enable a Reserve
Bank to begin to function. A much stronger argument for early action is
however the constitutional developments indicated in the White Paper.
'There it has been laid down that a Reserve Bank must not only have been
created but must be functioning successfully before the new constitution
comes into being at the Centre. It would obviously be unfair to the new
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Directorate to launch the Bank simultaneously with the reformed oon-
stitution ; they must be given reasonable time to find their feet before they
can assume the position reserved for them in the constitutional proposals.
For these reasons the earlier action is taken the better, and ‘we consider that
our . proposals afford opportunity for the maximum amount of consultation
combined with speedy execution.

Sir, I move.

Tre HoNouraBLE TRE PRESIDENT : I may point out to Honourable
Members that they will be entitled in connection with this motion and the
following motion to discuss the principles of the Bill only. This is not the
time to go into the details of the several provisions of the Bill, but the general
principles can be discussed by Honourable Members, because once the Bill is
remitted to the Select Committee this Council commits itself as regards the
principles of the Bill. Honourable Members must also bear in mind that they
will get other abundant opportunities of discussing the details of this Bill and
therefore I trust their observations this morning will be confined to the broad
principles of the Bill.

Tee HoNouraBLE Mr. BIJAY KUMAR BASU (Bengal: Nominated
Non-Official) : Sir, I am thankful to you for having given me the opportunity
of addressing this House at this stage. It seems to me that we should be grate-
ful for the gracious goodwill of the other House that we are, at all, able to dis-
cuss this proposal for a Joint Committee. I purposely refer to this matter as I
heard only the other day in the lobby of the other House, and it looked at
one time that the Members there did not consider it worth their while to have
representatives from this House on the Committee. Some of them suspected
that the addition of the Members from this House on the Committee would
render the Committee subservient to the wishes of the Executive Government ;
while others thought that the Members of this House were hardly competent
to deal with matters connected with the Bill under discussion. I would, Sir,
most strongly protest against either of these insinuations. ,

Sir, it was trite to say that the Members of this House are men tried and
versed in public affairs, successful in business, and in no wise incapable of sturdy
judgment of their own. If I could but refer to some instances, may I without
impertinence ask, where can we find another man like yourself or Rai Bahadur
Lala Ram Saran Das with qualification and equipment just apt for a delibera-
tion of this kind ? I confess, Sir, that I am neither a banker, nor a financier,
nor a banking or financial expert. I am at best a student of public finance
and somewhat of public affairs. The remarks I venture to offer on this occasion,
therefore, are made with all humility and may I say with hesitancy and
diffidence of such a student.

The ‘task before the Joint Committee will be of a momentous and arduou'n
character and their main problem will be'sa to shape.and mould the Bill that it
will evoke popular 'support on all hands, - Their single-minded efforts should
be to temeve from the publio mind the shadow of any. suspicion with regard to
the proposed Bank. A

The controversy whether the Bank should be a Shareholders’ Bank ora
Btate Bank is still agitating the public mind. This is one of the matters which
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'hss to be threshed out in the Joint Committee. A State Bank should not be
understood as an institution controlled by the Government. In such aBa
the Directors would be chosen on a plan analogous to that which is followed for
choosing members of the Port Trust or the Improvement Trust in differelit
centres. The Directorate would be a perfectly independent body just as the
members of a Port Trust or an Improvement Trust are or at any rate are ext
pected to be. These appointments will be like the appointments of I.hgh Court
Judges ; although they are appointed by the Executive they are in no way
centrolled by them. All that is wanted in this connection is that the Direc-
torate or Management should be independent and free from any control, political
or governmental, and that such a body should be essentially Indian in character.
There is also a suspicion in the public mind that the control of the Bank
may be subjected to interests representing British finance. I think that it was
to banish such suspicion that the majority of the London Committee adyocated
and supported a Shareholders’ Bank with restrictions on voting and distribution
of shares on regional basis and further to avoid the risk of theBank being run
for the shareholders’ benefit a limit on dividend was prescribed. If the Joint
Committee find that it is not possible to free the Bank either from political or
from British influence, unless it was a Shareholders’ Bank, I think the Committee
will have to consider whether some further restrictions should be inserted in
the Bill—for example, that none but nationals should be permitted to become
shareholders. But if it is found that in the present state of the country 1t 18
not possible to exclude Britishers from holding shares, it may be necessary to
impose some further conditions. Mere residence in India should not be enoug]}
qualification.

In this connection, Sir, I beg to add my support to the proposal that has
already been approved that the Government should have the option of buying
back the shares after a specified period at a specified price. This suggestion
emanated from my friend Mr. C. S. Rangaswami and I find that it has been
accepted on all hands. IfImay venture to make a suggestion, the addition of
an expert like Mr. Rangaswami to the Joint Committee would considerably
strengthen its personnel. I believe that some means could be found for getting
him in either of the two Houses for this purpose and I am confident that all
groups, including that represented by my friend, Mr. Henderson. will warmly
welcome my suggestion.

The Joint Committee will have further to consider (1) whether some regula-
tions will be necessary with regard to the transfer of shares from one register
to another with a view to ensure that the registered shareholders in any one
region do not fall below any specified minimum ; (2) whether the Head Office
of the Bank should be permanently in Bombay ; (3) whether of the Governor
and Deputy Governors, one at least should be an Indian; (4) whether the
appointment of the four Directors by the Governor General should be made now
on the recommendation of the Finance Member, and hereafter on the recom-
mendation of the Federal Finance Minister ; (5) whether the first Constitution
of the Central Board will be according to clause 15 of the Bill, or whether the
nominated Central Board of Directors should vacate office as soon as the allot-
ment of shares is made and elections of the Local Boards sre completed. ;-



JOINT COMMITTEE ONEESERVE BANK OF INDIA BILL, 301
Foogn o W NP . Y
The 1928 Bill provided for a gold bullion standard, but at the present
moment it is inevitable that we can only have a sterling exchange standard.
But the Joint Committee' knowing' that it is only tentative ‘and ‘provisional
should devise the steps that should be taken to pave the way for a standard of
8 more permanent character. The London Committee has suggested that the
minimum gold reserve should be Rs. 35 crores. It is, however, generally
recognised that the emphasis in such a standard is not on gold, but on sterling
adgets. This is true to a certain extent. But there is a larger question. Do:
we not find that England even after she went off the gold standard has, far
from frittering away her gold resources, in fact increased her gold holdings
since September, 1931. The fact is that, whether on gold or off gold, all coun~
tries have yet the same old passion for the yellow metal. In deciding upon the
minimum amount of gold in our reserve and upon our future policy as regards
gold exports as also of gold purchases by the Government, the Joint Committee
will have to bear in mind three distinct factors :

(1) The reserve in gold required against our paper notes.

(2) The reserve in gold required against our silver notes.

(3) The margin required for Home Charges in the contingency of any
year or two proving unpropitious for remittances by the Government-
to the Secretary of State by means of purchase of sterling in the
open market. h

Sir, I do not want to enter into the thorny question of the ratio. Suffice
it to say that weshall certainly look into this question—whether India should
not have the same discretion as Australia or New Zealand within the sterling
area and use depreciation of currency as a potent lever to raise prices—an
objective which was put forward in the Ottawa Conference and reaffirmed in
London by the Empire Delegates after the World Economic Conference. This
is & matter which concerns us very vitally and so should engage the serious
attention of the Joint Committee.

Further the Committee will have to preserve very jealously the character
of the Bank as a Bankers’ Bank and to see that such facilities as may be possible
may be given to qualified and approved Indian Joint Stock Banks to enable
them to prosper on their own lines. From this point of view, the duty of the
Joint Committee will be to examine very carefully and meticulously the terms
and conditions that should be imposed in the agreement with the Imperial
Bank of India and to guard against the Imperial Bank of India developing into
an even more formidable rival to the Indian Joint Stock Banks than is now the
case, "

The Joint Committee will have further to examine in this connection
whether the emoluments proposed to be given to the Imperial Bank are justis
fied under the present circumstances which are widely different from those
existing in1927. o

T exhort the Joint Committee to put out their best efforts to shape the Bill
in suth a way as would ensure its acceptance by the country and a smooth'
Passage through the Legislatures, bearing in mind all the time ‘that the eambc
lishiment and working of the Reserve' Bank has been made one of the conditions:
Précedent in the White Pape for the dmg-promised arid long-delayed reforms.

Peoo e
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Tar HonovrapLe Me. J. 8. HENDERSON (Bengal Chamber of Com-
merce) : Sir, in rising to support the motion, I should like to express as briefly
as possible what, I think, may fairly be taken to be the view of European Com-
merce on the question of a Reserve Bank for India. In our opinion, the im-
portance of, and indeed the necessity for such a Bank can hardly be called in
question and scarcely be over estimated. It is of the most vital importance
from the constitutional point of view because, as we all know, the establishment
of a Reserve Bank is one of the principal pre-requisites to Federation, and it
is a necessity because the functions which have hitherto been carried out by
Government in the shape of the control of currency, employment of funds,
flotation of loans, and other cognate services, arc really those of a Central Bank
and can more properly and effectively be dealt with by such a medium. Then,
Sir, take the financial point of view. The establishment of a Reserve Bank
will surely mark one of the biggest and most significant turning points in Indian
financial history, as it will place the question of Indian currency and credit in.
the hands of an Indian institution responsible to an Indian Federal Government.
As things are in the world today it is a happy circumstance that at the time
the Bank is being inaugurated the rupee has been linked to sterling and India
is enjoying the benefit of the advantages which are accruing as a direct result.
Sterling has all the backing of the British Government’s credit behind it and is
working in the widest possible field, for London has once more become the
financial centre of the world.

And now, Sir, I would like to draw special attention to the third para-
graph of the preamble to the Bill, which envisages two things; first of all that the
existing ratio is to be recognised as a temporary one, and, secondly, that a
review of the ratio may be called for when the International monetary posi-
tion has become sufficiently clear and stable to make it possible to frame per-
manent measures. In this connection, 8ir, the interests which I represent feel
most strongly that there should be no present alteration in the ratio, and that
if and when the review envisaged in the preamble takes place, it should not
take the shape of a Currency Commission, which always has an unsettling
effect on trade and commerce and is the cause of speculation all over the
country, but should take the form of an expert enquiry conducted by the Gov-
ernment with the assistance of the expert opinion which will by then be avail-
able in the person of the Executive and Directorate of the Reserve Bank. As
I have already indicated, and as I would stress strongly once again, we hope
most earnestly that Indian and European opinion alike will refuse to counte-
nance any attempt to re-open at present the ratio issue with all the uncertainty
that will thus be caused. As has been ably pointed out in a recent issue of a
leading financial weekly, India’s long established connection with the London
Market, her financial dependence on that Market, and her enormous trade
within the British Empire, are all factors that rule out the possibility at the
present time of any Exchange policy not in conformity with that of London.

On the point as to whether the Reserve Bank should be a State or a Share-
holders’ Bank, there has been considerable difference of opinion. The con-
troversy at the moment is largely an academic one but we would be inclined
to favour the choice of a Sharcholders’ Bank as provided for in the Bill,
if for no other reason than that most Central Banks are so constituted and have
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been found in practice to give entire satisfaction. A further reason is that the
London Committee after, no doubt, the fullest investigation, have almost
unanimously decided in favour of a Shareholders’ Bank. I am not inclined
to share the apprehension which has been expressed in some quarters as to the
danger of the control of the Bank passing into the hands of a group of capitalists
or other interested persons under the proposed shareholders régtme. I believe
that it will always be possible, if not indeed necessary, in the Committec stage
to devise such safeguards as will effectively prevent what my Indian friends
would call benams holdings of shares. The real danger will lie in the possibi-
lity of any syndicate or clique trying to secure voting power by the distribu-
tion of shares amongst a numerically large body of nominees of their own. Once
manipulation of this kind is made impossible, however, it may safely be sagd
that the Bank will be in proper and worthy hands. There is much to be said
in favour of the proposal that a provision should be inserted in the Bill under
which Government would have the option of buying back the shares at a certain
specified price at the end of say 10 or 15 years. We must, I think, recognise
that fundamental changes are taking place in the testing times through which
we are pasaing, and that we should therefore be in a position to meet these
changes should such developments in world technique of Central Banking
render it necessary for India to adopt like changes. If this option is exercised,
it is essential that a suitable constitution for the Directorate should first be
devised 80 as to ensure the completest freedom from political influences. The
period should be sufficiently long to enable adequate experience to be gained,
and the option, after that period, should be exercised by a responsible Federal
Government. ‘

Inow come to the question of the location of the Central Office of the
Reserve Bank, which, -under the provisions of the Bill is to be established 1n
Bombay. We hold very strongly that the Central Office should not be de-
finitely located at one centre but that it should change throughout each year
to different centres such as Bombay, Madras and Calcutta, as is done at present
in the case of the Central Office of the Imperial Bank of India. If the Head
Office of the Bank is fixed in any one place, the sectional interests of that place
must be supreme, and the whole scheme of election defeated. The Imperial
Bank system in this matter is the only one possible if the interests of India
as a whole are to be served, and I desire to stress this point with all the emphasis
possible and sincerely trust it will be given further consideration.

And now, Sir, in closing, I would like to take advantage of this opportu-
nity to pay our tribute to the unremitting and splendid work which has been
put in by the present Finance Member and his predecessor in office, as also
by the London Committee in bringing this Bill into being. We believe that
if the Bank is constituted on the basis of a Shareholders’ Bank, that, as in the
case of the Local and Central Boards of the Imperial Bank today, so in the
future there will be found on the Boards of the Reserve Bank eminent finan-
ciers of the type of Sir Purshotamdas Thakurdas, Sir Dinshaw Wacha, Sir
Rajendranath Mookerjee, the Raja of Chettinad, and others whom I need not
mention but whose names are familiar to us all. o

. Tae HoNourasre Mr. MAHMOOD SUHRAWARDY (West Bengal :
Muhammadan): Bir, I rise to support the motion of the Honourable Mr.
Taylor. At this stage of the consideration of the measure I do not think it is



k44

- [Mr. Mahmoed Suhrawardy.]

either advisablé or expedient to enter into a detailed examination of the fifty
odd clauses of the Reserve Bank Bill. We have to bear in ‘mind that the
proposal for the establishment of a Reserve Bank has received the sanction of
responsible representatives of the people and that, on the strength of this
sanction, the Secretary of State for India has proceeded with plans which have
resulted in the Bill now before this House. One cannot also ignore the fact
that the establishment of a Reserve Bank is a condition precedent to thé
introduction of the new reforms. This House, I am sure, will not take thé
responsibility of taking any steps in the consideration of the Reserve Bank Bilt
which may have the effect of delaying the dawn of a new constitution in India.
To my mind, it is essential that we should keep prominently before our mind’s
eye the very salutary condition adumbrated by the Federal Structure Committee,
namely, that the Bank should be established on sure foundations and that it
should be free from any political influence. 1 think we may even go further thad
that and see to it that when the Bill finally emerges from the Joint Committeé
of the Legislature it may be so framed that it may infallibly ensure the pro-
tection of all interests in India without any discrimination.

Sir, I support the motion on behalf of my party.

Tue HoNoUraBLE Raja RAGHUNANDAN PRASAD SINGH (Bihar
and Orissa: Non-Muhammadan): Sir, at the outset I must confess that I am
in complete agreement with the principle underlying the Bill and consequently
I support the motion for the reference of the Bill to the Joint Select Committee.
But, Sir, in supporting the motion I would like to make a few observations
which I would request those Members of the House who will go to the Joint
Select Committee to consider if they are likely to remedy some of the defects to
make the Bill more attractive to the people and to disarm the criticisms that
are being levelled against the Bill at present. Sir, it is no use repeating that
India is mainly an agricultural country. I think the establishment of a Reserve
Bank will help agriculturists in obtaining better prices for their produce by the
easy circulation of the currency throughout the country, through the establish-
ment of a Bank as proposed. At present when revenue, rents and taxes are
collected, generally the vast amountof currency remains locked up in the
treasuries, thereby bringing in the contraction of currency which ultimately
brings down the price of agricultural produce and consequently the poor agricul-
turists are the worst sufferers. At present Government do not do banking
business and therefore they are not in a position to know exactly at what parti-
cular periods of the year, the expansion of currency is needed or when its con-
traction is necessary. Itisthe Bank and the Bank alone, of the kind proposed
which will be working like a barometer showing the brisk season or a dul!
season when currency is to be contracted or expanded.

Sir, I have nothing to say against making this Bank a S8hareholders’ Bank
provided the Bill is armed with clauses bringing down the proposed value of
éach share from Rs. 500 to Rs. 100. The idea underlying my suggestion is to
mske it as popular as possible and the voting right should be given to any
person who holds five shares. 8ir, I would like to suggest further that at least
three-fourths of the shares'to be flogted for the Bank must be held by natural
born Indians. I agree with the Finance Member that the Bank should be-made
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free from all pohtlcal influence. Sir, I do not see any reason why the' Govern-
ment should have such a predominating' influende enthe Divebtovate of the
Bank. I would suggest that the number to be nominated should be substan-
tially reduced whereas the number to represent the agriculturists should on the
other hand be increased either by giving a larger share of representations to thé
Cooperative Banks or by any other means to be devised by the Joint Select
Committee. I would then suggest that the proposed five crores value of shares
should be raised to at least ten crores, so that there may be a wide variety of
interests who could hold shares in the Bank.

Last but not least important is the point to consider seriously the ways
and means to encourage gold currency and provide India with gold reserves, but
if the present arrangement of the Directorate and tagging the proposed Bank
to the Bank of England making it subservient to the London Bankis given
effect to, then, 8ir, I am afraid the Bank will be run by men who would never
allow methods to be adopted for the accumulation of gold in India lest such
socumulation might disturb European money markets.

Before I conclude I would like to bring to the notice of the House that the
proposed arrangement of carrying on the work of our Reserve Bank, in London,
through the Bank of London deserves serious consideration. To my mind we
should open a branch in London as Indians working in that branch will get the
opportunity of becoming experts in the line like some British experts and will
get the chance of studying the world monetary markets. We should not lose
the rare opportunity of training some of our men in this line of currency and
banking for which there is so much dearth in the country in comparison with
other countries of the world.

Tue HowouraBLe Mr. JAGADISH CHANDRA BANERJEE (East
Bengal : Non-Muhammadan): Sir, I rise to support the motion but with
ﬁrepldatxon not because I do not agree with the principle of the Bill for establish-
ing a Reserve Bank but because the Bill contains certain provisions to which
I can not subscribe. T do notdeny for a moment that the Bill when passed will
be a landmark in the history of Indian Legislature but, Sir, I do not like the
landmark to be blackened with specks of tar. Sir, in the words of the
Honourable the Finance Member the present Bill does not contain any provision
limiting the holding of shares by a single individual shareholder but there is &
provision which limits the voting power limiting the number of votes permis-
sible to ten. To my mind, Sir, there should be a limitation to the number of
shares that an individual may be allowed to hold and that the number of voted
to be permissible to a single individual or a body should in no circumstances
exceed five. If there be no limit of the holding of shares then a time may
come when big capitalists will raise the share value in the market and will
purchase almost all shares from small investors and T say it might be possible
that these few capitalists will make a combine, it does not matter whether such
a combine consists of the brown capitalists or the white. I for one can never
agree to a course which ultimately may take such a turn as is envisaged by me,

hen, in the course of the speech by the Honourable the Finance Member ‘in’
e other House, he stated that a new arrangement is to be made with thé
Imperml Bank and the period for which the arrangement is to be made is alsé’
to be congidered. Again, further on he stated that the question of paying t,he~
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compensation to the Imperial Bank will have to be considered as well. 8ir, all
these years by the system of monopoly given to the Imperial Bank they have
made the shareholders and the Directors of the said Bank more rich than they
expected. Further the transactions of banking has been performed by them in
such a way that money was never made available for the development of
indigenous industries. Indian Banks have never been helped to develop.
That being so, Sir, I would be the last person to agree to any future arrange-
ments to be entered into with the Imperial Bank. In 1928, when the Gold
Btandard and Reserve Bank was brought before this House the position with
regard to the Imperial Bank was quite different in so far that the ten years
agreement by Government with the Imperial Bank was still in force but whereas
since 1930 that agreement is over and now they are working under an annual
agreement from year to year. Therefore, at the end of the present agreement
the contract should not be renewed. I would like to see either branches of the
Reserve Bank to be established all over India or arrangements should be tried
with Indian-managed stable banks. If Government comes forward with the
argument that there are no stable Indian banks I would blame the Government
for such a state of affairs after a British rule of about two centuries.

Then, Sir, I come to the remarks by the Finance Member that the question
of whether the existing monetary system should be changed is a matter which
will have to be dealt with differently and separately. I would ask the Govern-
ment why they should not take the present opportunity just before establishing
the Reserve Bank to examine how far the present monetary system requires a
change.

Sir, the net result of the proposed arrangement of the Reserve Bank will
be to hand over the administration of finance of the country to a West English
Company consisting of the Governor General, his nominees and the Secretary of
State in place of the East India Company of old days. Sir, unless and until
the Reserve Bank be made a national concern it would be better if we drift
with our monetary policy tagged with English sterling. Because in that case
if there be a financial crash and credit is lost the blame attaches to the present
bureaucracy. By the establishment of the Bank in its proposed form the
bureaucracy is trying to camouflage the world opinion that the Indian currency
policy is being handled by the Indian Reserve Bank conducted by Indian
Directors. But in actuality these nominees of the Governor General will be
dancing at their masters’ bidding and will be reproducing their masters’ voice,
that is, the voice of the Bank of England.

Lastly, in coming to the point of political influence over the Bank my
nervousness about the future of the proposed Bank is all the more increased by
the statement published only yesterday by no less a person than Sir Purshotam-
das Thakurdss, -who is one of the very few Indians whor India can élaim as
experts on the subject of finance and currency and who was prefent in almost all
the stages of the Round Table Conference where this question was first mooted
and thrashed. Sir, he denounces the recommendation of the Expert Com-
mittee as contrary to the intention of the agreement reached at the third Round
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Table Conference. According to him the Secretary of State on June 28th
qualified the broad principle accepted with the following words : -

« the Reserve Bank should be free from politioal influence so far as we can make it ,

The main underlying idea, according to Sir Purshotamdas, is that’ the
institution (board and management) should work from day to day as a commer-
cial organisation pure and simple ou lines laid down for the purposes of policy
by the Indian Legislature. According to him the Secretary of State is going
back on the agreement arrived at before aud in the circumstances, Sir, the
State Bank becomes an imperative necessity.

With the words, Sir, I close my remarks.

THE HoNOURABLE Ra1 BanADUR LaLa MATHURA PRASAD MEHROTRA
(United Provinces Central : Non-Muhammadan) :  Sir, I join in my expression
of the sense of gratitude with Mr. Basu for the Members of the Assembly as well
as Government in referring this Bill to a Joint Select Committee of both Houses.
8ir, we have made complaints on several occasions on the floor of this House
that it is being treated with scant courtesy in that respect. Bills are not
referred to Joint Select Committees, nor any Members of this House nominated
on them, and 1 am glad that for once the Government has realised the import-
ance of referring this Bill to a Joint Committee of both Houses.

As some speakers have said, the Government had made the establish-

12 Noos ment of the Reserve Bank a condition precedent to the intro-
. : duction of the new reforms. So we were all anxious for its
establishment and we are glad that Government have brought it before the
Legislature at an early date. Sir, certain conditions were also imposed for the
establishment of the Reserve Bank and we thought that they were so stiff and
beyond control that it might take 10 or 15 years before it could be brought into
existence. They were as follows: firstly, that the Indian budgetary position
should be assured ; secondly, that the existing short term debt both in London
and in India should be substantially reduced ; thirdly, that adequate reserves
should be accumulated ; and fourthly, that India’s normal export surplus should
have been restored. These were the four conditions precedent to the estab-
lishment of the Reserve Bank. Itis sheer good luck that not one or two,
but almost all of them have practically been fulfilled in such a short time and
the time has come now for the establishment of the Reserve Bank.

Sir, we are glad to find from the report of the Committee on Indian Reserve
Bank legislation which sat in London that they were unanimous on several
points, but yet there was difference of opinion on many fundamental points
and some of the Indian members representing the national point of view got
their dissent recorded here and there. Sir, as you have remarked before the
commencement of the discussion that we should not go into the details of the
Bill, the time will come when the Bill emerges out of the Select Committee and
nobody knows what changes are to be made in the Committee ; but, Sir, we
must draw the attention of the members of the Select Committee to some
of the important features of the Bill, so that it may help them in re-shaping
it. As we know, three full days have been spent in the Lower House on the
question whether the Reserve Bank should be a Shareholders’ Bank or a State
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Bank. Divergent views have been placed before the Assembly and also in the
press. I for one, Sir, have not been yet able to decide which will be the better
in the present circumstances, and so I will keep an open mind till the report of
the Select Committee is received. 8ir, there are several advantages and
disadvantages in both the schemes and we also know that there are in some
foreign countries where the bank is a Shareholders’ Bank while in othets where
it is a State Bank. The Bank of England, the Federal Bank of the United
States and the Bank of France are all Shareholders’ Banks, while the Bank of
Australia and the Bank of Sweden are State Banks, although it is said that they
are also considering their position very seriously. To my mind it is not of
particular importance for this poor country whether it is a Shareholders’
gs;nk or a State Bank. What is most important is the spirit in which it is to be
worked. Both types of banks can be successful if there is a will to make them
s0.

Sir, the report of the Committee on the Reserve Bank which satin London
has laid stress on the point that the Reserve Bank should be free from political
influence. It is a very laudable wish, but as I find from the scheme, it has been
reduced to a pious wish. On page 1 they say:

‘‘ We fully accept the principle that the Reserve Bank shonld be free from any political
influence. The best device which the practical experience of other countries has evolved
for achieving this object is that the capital of the Bank should be held by private sharehold-
ers and we recommend that this plan should be adopted in the case o{ Ma .
~ But, Sir, as we go into the report we find certain recommendations which go
at the root of this expression that it should be free from political influence.
What I find is that the Governor General and the Secretary of State will prac-
tically mould the policy. It may be said that they do not represent any political
party but L, for one, think that they represent the biggest political party in the
country. The Governor and the Deputy Governors will be appointed by the
Governor Ceneral and as they will be the chief executive officers they will be
practically moulding the policy of this Bank ; besides, Sir, there will be four
nominated Directors on the Board in addition to one officer of the Government
sitting at meetings. So, Sir, I do not think that from these recommendations
it can safely be said that the Bank will be free from political influences.

Sir, the rccommendations have gone to a limit when they say that the
Governor General will fix the rate of dividend to be given to shareholders. In
that respect, Sir, too the Directors will be practically helpless. I refer Honour-
able Members to page 6 of the report of the Committee. They say :

“ The appropriate rate for the fixed dividend must depend to some extent on the
return on comparable securities at the time of issue of the shares. We recommend that
the Bill should empower the Governor General in Council to fix this rate, subject to a maxi-
mum of 5 per cent. Provision should also be made, on the linee of the Third Schedule to
the 1928 Bill, for a gradually increasing dividend up to a meximum of 6 per cent.”.

8o, Sir, by these recommendations I find that the Directors will be helpless
in the declaration of the rate of dividend. I hope that these points will be
seriously considered by the Select Committee.

Then, Sir, I being an agriculturist myself as well as belonging to a class of
agriculturists, find that there has been shown absolutely no consideration so far
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as their interests are concerned. The report only says th;s much tha.t for the
gake of keeping the representatives or bringing the representaﬁves of agricultural
interests, power to nominate four Directors has becn given to the Governor '
General. If the agriculturists are not returned by the shareholders, the
Governor General may be pleased to nominate one or two out of them. But,
Sir, we also find from the report that certain recommendations have been
made by which it is very difficult for the agriculturist as such to get representa-
tipn on the Board of Directors out of the share capital of Rs. 5 crores. The
value of a share has been fixed at Rs. 500. I think that it is too much and the
agriculturist may not be able to purchase a large number of shares to be able
o0 return their representatives. I think it should not be more than Rs, 100
and I draw the attention of the Select Committee to this very particular item.

. Then, Sir, the qualifications of a Director have also been fixed at holding
shares of a value of Rs. 10,000. I think it is a very high figure and should also
be lowered and should not be more than Rs. 5,000.

Sir, the systm of election as suggested in the report is also not of the best
type for the agriculturist and I would also draw the attention of the Select
Committee to that matter. The whole of India has been divided into five
centres and at each centre it is proposed to have a Board more or less, called
an Advisory Board. The qualifications of the Directors of that Board as well
as their election is the same as that of the Central Board. So if the qualifica-
tions of the Directors of these Boards as well as the shareholders as I have said
are reduced the agriculturist may be able to get into these Boards although
they have no executive powers and they are merely advisory bodies.  For
this, Sir, I would draw the attention of the House to page 2. There they have
said :

* Apart from their functiens in the machinery by which Directors are appointed, the

Local Boards would have no executive duties, except as may be delegated to them by
the Central Board. Otherwise they would be purely advisory bodies ™.

Sir, I would ask the Selégt Committee to increase the number of these
local Advisory Boards from five to ten and out of which at least half should
be reserved for the representatives of the agriculturists as well as cooperative
institutions and the remaining half may be left open for the general public or
the capitalist and the commercial interests as they may call them. They
say that the Central Board will have power to coopt three additional mem-
bers on the Local Boards. I would submit, Sir, that instead of giving these
powers to the Central Board to coopt three and increase the number of the Local

Boards from five to eight, provision should be made that their number should
be fixed at ten.

Then, Sir, another point which has struck me as very important is in regard
to the relations of the Reserve Bank with the.Imperial Bank of 1ndia and from
their recommendations I find that extreme favouritism has been shown to the
Imperial Bank. On page 7, paragraph 29, they say :

. *“ Werecommend that the Resarve Bank should be required to enter into an o.greement
with the Imperial Bank on the general lines of clause 45 of the 1928 Bill, but we consider
that the period of 26 years pmsonbed in that clause is too long, and we suggest that' this
pomt should be furthet oonsxderod by the Government of India ™.

’ Then, Sir, later on they say that the Imperial Bank should be made sole
agent of the Reserve Bank of India. I would certainly protest against this
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recommendation and would submit for the consideration of the Select Com-
mittee that tenders should be invited from well-established and recognised
banks in India and if the Reserve Bank gets a better tender from an established
bank there is absolutely no reason why it should be made the sole agent of the
Reserve Bank. They say in this connection, Sir :

*‘ With regard to the Second Schedule to the 1928 Bill, we approve of the provision that
the Imperial Bank should be the sole agent of the Reserve Bank at all places in British
India where there is a branch of the Imperial Bank of Indis and no branch of the
Banking Department of the Reserve Bank ™. -

Later on they have said, Sir, that where there is no branch of the Imperial
Bank of India the choice will be left to the Reserve Bank to appoint anybody
as their agent. If it can be proper and safe at places where there are no
branches of the Imperial Bank of India to employ other banks as agents, I fail
to see, Nir, why it should not be proper and safe at places where there are
branches of the Imperial Bank of India, provided the other hanks give better
rates to the Reserve Bank ?

Then, Sir, one peculiar recommendation has been made regarding the com-
pensation to be paid to the Imperial Bank of India. This is what they say :

“ It was submitted to us that, apart from the question of remuneration for services
to be rendered, the Imperial Bank of India has a moral olaim for compensation in respect
of its disappointed expectations and of commitments which it undertook, by arrangement
with Government, before the institution of the Reserve Bank was contemplated * * *
We do not consider that the question whether the Imperial Bank is entitled to compensa-
tion is within the purview of this Committee, but, in dhy case, we cannot recommend any
special allocation of Reserve Bank shares to the shareholders of the Imperial Bank, as this
would be inconsistent with our scheme for the distributipn of shares on the broadest
possible basis throughout India. We have no doubt, however, that any claim for compensa-
tion which may be put forward by the Imperial Bank will receive due consideration by the
authorities in India. If the claim is conceded we consider that the compensation should be
given in some other form . :

I would submit, Sir, that absolutely no compensation should be given to
the Imperial Bank of India. They have for so many years enjoyed a mono-
poly so far as Government funds were concerned. They were the bankers of
the Government of India and Local Governments and always held about Rs. 14
or Rs. 15 crores without any interest, besides receiving so many facilities from
the hands of the Government of India. The shareholders themselves have not
only got back their money which they invested, but several times over and
above, and therefore there should be absolutely no question of compensation
to the Imperial Bank of India.

-

The last question on which I will lay stress is the exchange and currency
policy. I regard it as one of the most important questions but most unsatisfac-
torily solved in the Committee, with all the highest respect that I hold for the
members of the Committee. I find that several of the Indian representatives
have recorded their disapproval in coming to a decision on this question. It
is the most disappointing feature of the Bill. The Committee considers that
the only sound course for India in the circumstances is to remain on the sterling
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standard. I will refer Honourable Members to page 4 of their fsport where
they say : ]

_* On this basis the exchange obligations incorporated in the Bill must necessarily be in
aovord with the rupee-sterling ratio existing at the time when the Bill is introducel ~ * #
The ratio provisions in the Billare designed to make it clear that there will not be any
change in the de facto situation by the mere coming into operation of the Reserve Bank
M ”

This means that India cannot have an exchange policy of its own and that
the rupee will be tied to the apron strings of the sterling. I fail to understand
why their hands should be tied in this manner ¢ What the recommendation
of the Committee in effect means is that the existing exchange and currenc
policy which has been so widely criticised and has led to so much misunderstand-
ing is to be continued. Are there, I ask, any other Reserve Banks whose
powers in connection with the vital questions of currency and exchange are so
restricted by legislative enactments constituting them ? A considerable
majority of the Indian Delegates, I am glad, recorded their disapproval of
this recommendation of the Committee. The Committee have said :

* A considerable majority of the Indian Delegates feel it their duty to record their view
that a suitable exchange ratio is one of the essential factors for the successful working of the
Reserve Bank. They point that considerable changes have occurred in the currenoy bases
and policies of almost all the countries of the world in the last few years. In their view it is
for the Government of India and the Legislature to examine these and all other relevant
considerations with a view to ensuring that the minimum possible strain is placed on the

cturrenoy system of India.”

Sir, all the concessions which they could get in connection with this policy
are stated as follows :

** We are all agreed that it should, in any case, be made clear in the Preamble that the

whole question of the monetary standard best suited to India will have to be reviewed when
the international monetary position has clarified itself and become sufficiently stable to

make it possible to frame more permancnt provisions.”
That was all they could get by way of compromise from the other members of
the Reserve Bank-Committee which sat in London.

Sir, the United States, at a time of monetary instability is making experi-
ments to find out what is the suitable ratio for it, and the dollar is swinging
violently backwards and forwards. The World Economic Conference was
wrecked because the United States refused to stabilise its currency. Britain
refuses to link the sterling either with gold or with dollar and pursues a policy
which it thinks to be in the best interests of its country. But poor India, even
after the establishment of a Reserve Bank is to be denied a similar freedom
and its exchange policy will necessarily be subservient to that of Britain.
The rupee will sink or swim with the paper sterling. This is a highly unsatis-
factory position from the Indian point of view.

8ir, before closing my remarks I would refer to a statement of Sir Montagu
Webb, who, writing in the T'imes of India observes in the course of an article
in which he has urged the re-opening of the Indian Mints to the coinage of full
legal tender silver rupees as follows. 8ir, this is the opinion not of an Indian
but of an Englishman: ,

“It is of vital iriiportance to India, even with her overvalued rupee, and under-prised,
aroducu;&:l: het hundreds of m!nm: of indhmusﬁmd %rd::;d ' v:tmd and b:’dun

drkers. 10t be hantdieapped by havi curtenty arbie
ficially linked to aob.m oum;’:hzoi o Weeb tho valute of whiich How depend wpon
circumstances entirely beyond India’s control * * * * Great Britain will not return

Mlo3cs
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to gold ; that is now quite certain. And, to attempt to tie the good silver rupee to the new
paper pound or the new paper dollar would, in my opinion, be indefensible because, I submit,
wholly captrary to India’s best interests which require an immediate, steady and long
ocontinued rise of rupee prices, at least to the levels of 1928.”

That is what he has said. What Sir Montagu Webb regards as indefensible
is proposed to be done. The rupee will not be divorced from the sterling nor
will the rupee-sterling ratio be altered. No section of Indian opinion wanted
a Reserve Bank which would be so crippled in the discharge of its most import-
ant duty relating to currency and exchange. I hope the Select Committee
will keep all these suggestions in mind which I have been able to throw out to
them.

With these words, Sir, I support the motion for a Joint Select Committee.

Tue HonourasLe Saiyvep MOHAMED PADSHAH SAHIB BAHA-
DUR (Madras : Muhammadan) : Sir, I rise to support the motion. Sir,
whatever may be the difference of opinion as regards the details, whether
the Bank which the Bill proposes to set up is not only the satisfying of the
condition which has been made the sine qua non for the constitutional advance
for which we are all so anxious, but is also otherwise necessary in the best
interests of the country. Whether the White Paper was right in laying down
certain conditions as being conditions precedent to the introduction of Federa-
tion in India is a matter which is open to question, but no body can for a
moment question the necessity of such a National Bank which is required to
direct the currency and exchange and assist the commercial industry of the
country. It is true that the mere coming into being of the Reserve Bank will
not by itself cure all the economic ills from which the country is now suffering,
but, Sir, it is no less true that when it is well established it will certainly go a
very long way in mitigating these evils. It is bound to improve the finances
of the country, to increase the banking powers, to assist the indigenous banks
in times of difficulty. If only this Bank which is proposed to be established by
this Bill is rightly managed, if it is fortunate in securing the proper type of men
for its Directors, if it, with a singleness of purpose, addresses itself to the task
for which it is primarily intended, namely, the task of safeguarding the real
interests of the country and not merely the earning of huge profits for the share-
holders, then this Bank is bound to prove to be one of the most potent factors
which will go to make for real prosperity of the country.

Now, Sir, one of the most important questions that will have to be decided
by the Select Committee will be to see whether the Bank which is proposed to be
established should be a State Bank or a Shareholders’ Bank. Since much has
been said about this matter both in this House and in the other place, I do not
wish to enter into any very elaborate argument about this. All that I wish
to say is that the Committee in coming to a decision about this matter will
have to be guided not only by what the report of the London Committee has
stated but also by what it finds to be the conditions obtaining in other countries
in the world. We find that almost every important country in the world
has such a Central Bank. We find also that except in the case of one or two
of these countries the banks are Shareholders’ Banks. There is this tendency
quite patent that the attempt is made to keep this institution immune as far
a8 practicable from all interference of party politics. It is not quite possible to
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eliminate political influence from an institution like the Central Bank, but it
has been deemed desirable, the experience of the countries which have been
working these institutions for several years, has shown it to be desirable that this
institution should be kept as far as practicable free from undue political inter-
ference. Sir, my Honourable friend, who has just preceded me, was of opinion
that it was a matter of indifference whether it was a State Bank or a Shareholders’
Bank, provided it was a bank which worked in the spirit in which it ought te.
I agree with every word that he said about the proper spirit but I should like
to submit that the spirit in which the Bank would be worked would have to be
created by us. The spirit will be created by the circumstances under which
the Bank will have to function, by the functionaries who have to work the Bank.
8o to my mind it looks as if this question of whether it should be a Share-
holders’ Bank or a State Bank is not a matter of indifference, but that it is a
very vital matter, a matter which is bound to have tremendous influence upon
the success or otherwise of the Bank. Sir, the same Honourable speaker stated
that even though the object of this Bill is to keep out political influence, it
has after allsucceeded in making it only a pious wish, and that by the very
provisions of the Bill political influence has been introduced ; even though it
may not be the political influence of the people of this country, but a political
influence of a different character (Hear, hear) inasmuch as the Governor and
Deputy Governors and four Directors will be the nomineesof the Governor
General. Sir, I feel that it is impossible to do away with this kind of political
influence altogether. As has been observed by my Honourable friend,
Mr. Basu, these officers when once they are appointed, are perfectly
independent and do not remain subservient to the Executive. The Governor,

Deputy Governor, the four Directors who will have to be appointed by the
Governor General will have to discharge their duty withoutfearor favour,

regardless of the fact that they are nominees of the Governor and that their
colleagues are representatives of the shareholders, and again, Sir, not only is it

physically impossible for this kind of influence on the part of the Govern-

ment to be altogether eliminated from this kind of institution but it is not even

in the best interest of this institution, because emergencies might arise when

the Government might have to interfere. Therefore, all that we have

to guard against is the kind of political influence which has no stability,

which smacks of party politics, which drifts from one thing to another,

ag one party or another happens to be in power. Therefore, in spite of the fact

that the Bank might be a Shareholders’ Bank the Government of the country

is bound to exercise control, but this kind of control would not be quite as rigid,

quite as complete and quite as embarrassing as the kind of control which would

result if it happens to be a State Bank. Sir, it is better tiiat this kind of Bank

18 allowed in ordinary circumstances to run on the lines best suited to the pur-

pose for which it is intended, without constant and undue interference on the

part of the Government. T feel that the Bank will be seriously hampered in

Its work and very likely to be deflected from its right course, if it is to be

unduly subjected to political influence, if it is to be made the sport of party

politics and if its policy and work is to be interfered with on every occasion when

there is a change in Government.

Now, Sir, the other objection which has been stated here has been due to

the fear that the Bank might be captured by a few capitalists. So far as this
2
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goes, we feel that the Bill has taken every precaution to guard against such
& contingency. There is limiting of the original holding and besides that the
maximum number of votes to be exercised by any shareholder irrespective of
the value of his share has been limited. This is bound to prevent any undus
influence resulting from a block of shares being held by any individual.

Now, Sir, a suggestion has been made that every cffort should be made to
@ive due representation to the interests of agriculturists and the landed pro-
prietors. Iam in perfect accord with that and I would say thut the Governor
General when he makes his nominations to the Directorate weuld take care
to see that two at least of his nominees should represent the agriculturists
interests in case this intereat is not represented on the Directorate chosen by the
shareholders.

Sir, this is not the stage to enter into elaborate details. I would simply
gay & word about the rupee and sterling and the ratio. 8ir, I may at once say
without going into any elaborate argument that it is an undesirable fact that
in spite of the fluctuations that the sterling has in recent years been subjected
to, it in still about the best curreney in the world, and I think we would not be
committing a serious blunder if we continue to be linked to the sterling. But
go far as the question of ratio is concerned, I am afraid it is not a very easy
matter. Government are aware of the feelings in the country on this matter ;
they are also aware of the vehement protests made when the present ratio was
fixed ; they are also aware of the adverse effects which this ratio has had upon
the exports of the country. I need not go into all these details. All that I
would like to suggest at the present moment is that the Government should
at once take up this matter and give it their most earnest and serious consi-
deration ; if they find that the present ratio is not in the best intcrests of this
country and England they should modify it; whether it should be 1s. 4d. or
1s. 2d. or 1s. 1d., it is not for me to say. All that I wish to submit is that the
ratio that is best suited to the real interests of this country and the United
Kingdom shou'd be fixed. While I am on this point I should like to say that
it will not be the business of the Select Committee to go into this question of
ratio. It is the look-out of the Government to fix theratio. If the Select Com-
mittee begins to investigate this matter and the country comes to think that
there is a possibility of there being a change in the ratio it would mean a cam-
phign of ruinous speculation. The best thing would be that before the actual
retio is fixed in the Bill the Government should review the whole question and
fix the ratio which is in the best interests of this country and the United Kingdom.

With these words, Sir, T support the motion.

Tue HoNourapLe Mr. HOSSAIN IMAM (Bihar and Orissa: Mubam-
madan) : Sir, I rise now to speak on the motion before the House. I should
like to have your permission to make a few preliminary remarks before I deal
with the Bill itself. Mr. Basu drew our attention to the feeling which prevails
in- the country about ourselves. It is rather sad for us that such an opinion
should be held by others about ourselves. We might form a mutual admiration
society, but that will not change the real opinion of the country, which on
account of our work or on account of our constitution or because 6f the trend
of the Second Chambets, regards us as very conservative. I appenl %o the
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Honourable Member of Government in charge of this matien to malee this an
occasion to prove that this House is wrongly accused and that it has got
independence. At this time, Sir, it is altogether dependent on the Finance
Secretary to either make or mar the prestige of this House. We regret that in
this Council we have lost some of the luminaries in whom we had a great deal
of confidence and whose guidance would have been of great value on this
question. Firstly, we lost you, Sir, by your clevation to the Chair ; secoudly,
we have lost the greatest authority on this particular subject, Sir Dinshaw
Wacha, who had been associated with currency business from the last century ;
and, thirdly, we have lost for the time being at least Sir Phiroze Sethna on
account of his engagement on the Joint Select Committee of Parliament. In
this condition it is essential that the Government should take special care to so
select the members of the Joint Select Committee of this House that the outside
world may not call us names.

Now, Sir, coming. to the main Bill itself, I should like to point out that the
main plank of the 1928 Bill was a State Bank, and although we cannot say that
we are wedded to that idea, we at least do not regard it as disadvantageous,
rather we have some respect for it, but we will be quite prepared to consider
any alternative scheme which the Government might place before us provided it
is proved to be in the interests of India. The question whether a Bank should
be a State Bank or a Shareholders’ Bank becomes more or less an academic
question when one considers the actual working of the Bank. The real control
of the Bank would be exercised by the Governor and the Deputy Governor.
Even the Board of Directors, Sir, will have very little say in matters of details ;
they might lay down the policy only. The daily affairs of the Bank are usually
managed by the Governor and that authority will be appointed by the
Governor General at his discretion, which means the Governor General as
distinct from the Government of the Federation. This will mean that the
highest currency authority of the country will still remain, if not directly under
the subordination at least theoretically, under the subordination of Whitehall
or Threadneedle Street and consequently of England. If political influences
are to be banned, they should be banned from both sides, from the right as
well as from the left. It should not be that Indian political opinion should be
ousted and British political opinion should have their say, and in this connection
I was very much dissatisfied with the explanation that the Leader of the
Independent Party gave. We know that in other countries the interests of
the country and the interests of the Government are not divergent as unfors
tunately is the case with India. Here, Sir, we have to safeguard the interests
of the masses and the interests of the agriculturists. The agricultural classes
are the mainstay of India and on their prosperity depends the success or failure
of not only the constitution but of every thing in India. No country, ss far as
I remember since the war, increased the price of its currency; they have
deflated, they kept to the old standard with the solitary exception of Indis,
which has appreciated its currency by 12} per cent. Now, Sir, that we have
left the gold standard, even now our position in terms of the currencies of those
countries that have gone off the gold standard will still bear no camparison with
our pre-war level.

~ We wisgh, Sir, that this Bank should have the power to regulate the ex-
change i we fix the exchange at 1s. 6d. now.- If the Government desire to
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deprive it of this right, we would be perfectly willing, Sir, provided they now
bring down the exchange to a level which is compatible with India’s demand
for higher prices for the commodities which- we produce. The Bank, Sir, as at
present framed, contains a great drawback in this that there is no explicit
provision of the duties of the Governor and the Directors. We find in the
articles of association of ordinary companies that there is a line of demarcation
between the functions of the managing agents and the Directorate. Here,
8ir, the Governor is more or less in the position of a managing agent and all
those who have experience of the managing agency system and of the company
gystem in India know in what way real control is exercised by that authority.
It will be better, Sir, if in the Select Committee these points are elucidated.

The basic point about which there can be no difference of opinion is that we
must have a gold basis for this Reserve Bank. Tomakeit a success it should
be so safeguarded and so arranged that once formed it goes on, for its failure
would mean the ruin of India and every care taken to make it sound will have
the unanimous approval of the whole of India. The fact, Sir, that this Bank
will have two functions, that of issuing notes and of Central Banking, makes
it necessary that its agency should not be the monopoly of any one concern.
While the fact that the Imperial Bank of India, which up to now has been
functioning as bankers of the Government of India, has a preferential claim to
continue as the agent of the Reserve Bank should not be lost sight of, the
demand of other indigenous Banks should also have due weight attached to it
and in this connection it would be better, Sir, if in the Select Committee some
arrangement is made whereby we can give to these contending parties an
equitable share in the advantages of agency. In the constitution of the
Directorate, Sir, I find that there is a difference between the period of office of
the Directors appointed from Bombay and Calcutta and those from the
Rangoon and Delhi centres. I do not know what was the reason which
actuated the Government to give two different leases of life to these people—
perhaps the people in the interior of India are supposed to be a little backward
and it is thought that it would be better if they are given four years tutelage
whereas the commercial centres of Bombay and Calcutta who are well up to
the mark, will be trained for the management in two years’ time. In this
connection, I should like to say a few words about those provinces which are
unfortunately not as rich or as advanced as Bengal or Bombay. I belong to
Bihar, but Orissa and the Central Provinces are equally unfortunate as our-
selves. If it were possible, Sir, to earmark one of the seats on the Directorate
to one of these small provinces we should be very grateful to the Government.

TaE HoNouraBLE THE PRESIDENT : What about the other provinces ?

Tee HonNouraBLe Mr. HOSSAIN IMAM: Well, I advocate that all
the provinces that are backward should get a sort of weightage, just as the
depressed classes have been given weightage.

Now, 8ir, the first essential for the succesaful working of this Bank is that
1pM we must have an adequate gold reserve. As far as that is
concerned, Sir, the position which the Committee in London

took up was a little disappointing. Not only have they not asked Government
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to keep a 25 per cent. reserve in gold as ought to have been done but they have
actually fixed the minimum at six to seven crores below our gold holding.
That is a great defect and a point on which we in India feel very strongly.
When everything is said and done gold remains and has remained the stabilising
element and going off the gold standard does not mean that any one is prepared
to squander his gold or that gold is unstable. I entirely agree with the
Government that at the moment we cannot go back to gold, but we should not
make it impossible for ourselves to go back to gold at any future date. If we
reduce the gold holdings now we are placing a barrier in the way of returning
to the gold standard, and this is a thing which is very essential and to which
we may look forward. My Honourable friend Mr. Mehrotra referred to Sir
Montagu Webb’s opinion on the question of silver. I seem to remember,
8ir, that Senator Pitman in America has made some proposal of a like nature
for increasing the price of silver, and people in other countries too are now
thinking that there is no escape from bi-metallism if they wish to establish
prosperity in the world. The sinking of the currency of the country too
much is not only disadvantageous to the country of origin but it will have
adverse effects on all the countries interested. It stops the free flow between it
and other countries. The prosperity of the world is now inter-dependent. We
have now to think more in terms of internationalism than nationalism. The
success of this Reserve Bank is not dependent on how far it can successfully
function as the currency authority in India but on the amount of material
prosperity which it brings to the country. If it does not bring prosperity to
the country, it will to all intents and purposes be a sheer waste of time and
energy. Government as the controlling authority of the currency have been
managing this affair, whether well or not is a matter for the verdict of history.
From the point of view that our currency has not failed it has been a success ;
" but whether this new policy by which we are trying to rope in any number of
people of divergent intercsts, of different classes and different communities
to come in and help in the management of the currency of India will prove a
success depends on how far it will give India a higher price for its goods and a
lower rate of interest for its sterling commitments.

With these words, Sir, I support the motion.

Tae HoNoURABLE THE PRESIDENT : I think this will be & convenient
time to adjourn the House.

The Council then adjourned for Lunch till Half Past Two of the Clock.

The Council reassembled after Lunch at a Quarter to Three of the Clock,
the Honourable the President in the Chair.

Tae HoNouraBLE THE PRESIDENT : I must tender an apology for
not being in tke Chair at the appointed time. One of our colleagues was giving
this noon a social function and many of us were a little late in returning here.

Tne HoNOURABLE Diwan Banapur G. NARAYANASWAMI CHETTI
(Madras : Non-Muhammadan) : Sir, I have great pleasure in supporting the
motion of the Honourable Mr. Taylor referring this Bill to a Joint Select Com-
mittee of both Houses. 8o far as my, recollection goes, I think that since the
year 1928, there was no reference of any Bill to a Joint Select Committee of
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both the Houses and now for this privilege we are indeed greatly indebted bp
the Chair.

~ Coming to the ﬁrovisions of the Bill, I do not want to go into details, be-
cause many of my Honourable colleagues have gone into the matter, but there
are one or two points which I should like to touch upon which have been
suggested by the Honourable Rai Bahadur Lala Mathura Prasad Mehrotra.
It has been said that Rs. 500 is rather beyond the reach of an ordinary agri-
culturist. He suggested that Rs. 100 should be reasonable. 1 feel even Rs. 100
from his point of view is rather too much for an agriculturist to invest. He
thinks a ten-rupee share would be quite sufficient for a shareholder. I fear a
Bank like a Reserve Bank should have some status and should not lower the
value of its shares. Today the Imperial Bank share is sold at Rs. 1,200. In
the Bill the value of the share is mentioned as only Rs. 500. I do not think
we should disagree with the share value of Rs. 500. Coming to the agency
business it has heen said that the Imperial Bank should not be the agents of
the Reserve Bank. At least for the transitory stage I donot think a better
Bank than the Imperial Bank could be employed to do the agency work. It
may be in the power of the Reserve Bank to employ any other Bank to do the
agency work later on. Having in view the experience we cannot brush aside
the Imperial Bank. My friend Mr. Henderson said that there is a difference of
opinion as to the location of the headquarters of the Reserve Bank. Tt hag
been said that it should not be the monopoly of Bombay. I should think that-
the headquarters of the new Reserve Bank might be shifted from place to place.
For some time it could be at Bombay, then at Calcutta, and then at Madras.
In order that people may not say that Bombay is unduly favoured the head- |
quarters might be shifted to the headquarters of the various Provincial Gov-
ernments.

T am sure the Reserve Bank will be a great succeas from this point of view.
It will help industries and it will help agriculturists. The Bill has rightly
provided that the Directorate should be free from political influence. There-
fore no political parties could be formed in the Reserve Bank. That disquali-
fication I find has been clearly laid down in the Bill of 1928 and when a mem-
ber of the Legislature hecomes a member of the Directorate he ipso facto ceases
to be a Member of the Législature.

Criticism has also been levelled jn respect of nominations. Nobody could
say anything about the nominations made under the Imperial Bank of India
Act. We have men like Siv Dinshaw Wacha, like our revered President, Sir
Rajendranath Mukerjee and Raja Sir Annamalai Chettiyar of Madras. Nobody
could say anything about their business capacity. Bir George Schuster in his
winding up of the debate said that India should be proud to have men
like our revered President in the Chair and 8ir Rajendranath Mukerjee and 8ir
Dinshaw Wacha in the Directorate of the Reserve Bank. 1 have nothing
more to add except to say that the Reserve Bank question should be carefully
gone into by the-Joint Select Committee, that no partisan view should be taken
and the business settled having in mind t,‘he best interests of India.

8ir; I have great pleasure in supporting the motion.
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Tee HoNouraBLE MarHARATA JAGADISH NATH RAY or Divasrur
(Bengal: Nominated Non-Official): 8ir, coming as I do with some experience
of local bodies and a Provincial Council only, I rise with a good deal of hesi-
tation, for the first time today, to give expression to the view-point of agricul-
turists in my province, on a matter of high finance. Sir, I confess that the
action of the Assembly in recommending the Bill to be committed to a Joint
Committee of both Houses has made it a somewhat easy job for me, parti-
cularly owing to the fact that I can with a full conscience take my place
in the sheltering shadows of the great Finance Secretary. But I hope he will
pardon me if I venture to pass some remarks, by the way, which may not be
quite favourable to the general principles enunciated in the Bill, or the parti-
oular steps suggested in furtherance of its object. Sir, the agriculturists
in my part of the country have very little idea about the workings of a Bank
or even its utility. They have, for some time now, been in touch only with
Coaoperative Credit Societies and the loan transactions made by them. What
direct or indirect effect has the world confidence in the management of Indian
credit and currency on Indian trade balance, and what influence does the
same bear on the marketting of agricultural produce are too high for the
consideration of an agriculturist, or even an ordinary landholder who depends
absolutely on what his agriculturist tenants can bring him as rent. What-
ever may be the political motive behind the idea of establishing a Reserve
Bank, our anxiety for the ushering in of better days impels us to welcome it
48 8 God-send. I may make it plain here that in supporting the motion today
T am more concerned about monetary stability in the present-day India than
what the financial credit of a future Federation of India might imply. Sir, what
however seems to be a little incongruous to me is that when the freedom from po-
litical influence is advocated as a raison d’etre of the proposed institution, the em-
badiment of the greatest political influence in India should have such a supreme
band in the controlling of the Bank. But I may state that, despite my adverse
eriticism on account of the picture of the Federal Assembly as it looms before
our eyes now, I would rather prefer that the Governor General should be the
controlling authority of the Reserve Bank than that it should be a toy in the
hands of the political babes, or a thing to be tossed about by winds and waves.
However much we may mince matters, it is quite apparent that to vest the
final word in the Governor-General is to make the Bank a weather-cock under
the tremendous political influence of the Imperial Parliament. Common sense
dictates that such a Bank should have been either a State Bank or a Share-
holders’ Bank “ free from political influence ” in the truest sense of the ex-
pression. Iam, however, led to think that a suitable provision should be made in
the Bill enabling the Government to buy out the shareholders at the end of a
stated period ata fixed price, if a State Bank is not a practical proposition in the
present state of the country’s administration. As for the argument that it
would be dangerous to make the Reserve Bank subject to the Federal Assembly,
I can only say to the Government benches that it would have been much
wiser to give the proposed Assembly and, for the matter of that. the Federal
Legislature, a better shape so as to qualify it to be better entrusted with the
well-being of the nation, than to leave it as a body, that is not * a trusted.
part of Indian public life ”. To give the start to our Bank where Britain
herself would seem to end might naturally csnse some suspicion in Indian
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minds. T am moreover afraid that the limitations imposed on the selection
of Directors would work as a bar to the securing of men of first class ability
and experience or of recognised integrity and honesty. While I can well see
the reasonableness of the suggestion that the Directorate should include re-
presentatives of leading commercial bodies with a knowledge of financial
matters, I fully support the stipulation that Directors of other Banks should
not be on the Directorate of this Bank ; but I should like that one Director
be appointed for each of the five areas to represent agricultural interests.

Then, regarding the Select Committee to be appointed from both Houses,
it is indispensably necessary that some Members representing agricultural
interests should be on it ; and, for this purpose, the gentlemen who were on
the London Committee can be safely excluded as the Select Committee here
shall have their considered opinion and wise counsel embodied in their report.
The Government should do well further to disarm all criticism and dispel
a part of the suspicion by limiting the possession of shares in the Bank by
non-nationals to a reasonable percentage. Again, the arrangement whereby
the Bank of England is made the agent in England could very well be altered.
There should also be some provision by which the abuse of the proxy system,
as disclosed in the meetings of the Imperial Bank, could be made impossible.
Care must also be taken that no provision of the Bill may place the indigenous
banks at any disadvantage.

Sir, I repeat that I have not the least intention to pose myself as an expert.
on finance, and as such I am very chary in putting forward
3em any suggestion as to the ratio, exchange and gold and silver
problems. India requires urgently the raising of the price
level, and if the ratio question has any bearing on it, we should be prepared
to face the facts, regardless of what the Government might have done in the
past. But as there seerns to be some difference of opinion as to the advisability
of any interference in that respect at once, it is safer for a layman like myself
to trust the assurances of the Honourable the Member for Finance and his able
Lieutenant here. But I may point out to them with all humility that the position
has considerably changed since the moment when sterling and gold commenced
to mean two different things. In spite of the eloquent speech of the Honourable
Mr. Taylor the other day, on the prudence of letting “ distress gold ” fly
away as quickly as possible, this fortuitous export will, according to our pro-
vincial minds, react as a great setback to the future credit of the country.
8ir, while the Government of the United States of America are seen to inflate
currency towards the raising of prices, it is very difficult for us to remam
content with considerable deflation, which, thanks to the present ratio, the
Indian currency admittedly resulted in, and particularly when the lowering
of the ratio is recommended by many big men in India as a measure calculated
-to give the much-needed relief to the cultivator.

Tae HosouraBre Mr. J. B. TAYLOR : Sir, I think that this House
may recognise without self-congratulation that the judicial tone and impar-
tiality of the speeches made this morning afford Government ample justifica-.
tion for the course which they have recommended the other House to adopt,
and which that House has adopted, of having a Joint Committee so that the
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inevitable rapidity with which this important piece of.legislation must be
considered will not be incompatible with the fullest and most impartial con-
sideration from all sides. In particular, Sir, I would like to congratulate the
Honourable Maharaja of Dinajpur on what I think is his maiden speech and
I would also like to congratulate the agriculturists on having found a stalwart
champion of their interests. Sir, I can assure this House that the interests
of the agriculturist will not be lost sight of in the course of the forthcoming
legislation. In various places throughout the Bill you will find that particular
provision is made for cooperative societies and for particular facilities for agri-
cultural credit. In addition, Sir, I might point out that the main departure
from the old Imperial Bank system is the greater degree of provincialization.
I am afraid that we cannot go quite so far as the Honourable Mr. Hossain
Imam suggested and have separate Boards for Bihar and possibly for Orissa

also. If Orissa happens to be separated——

Tre HoNouraBLE Sir DAVID DEVADOSS : S8ind possibly also.

Tue HoNouraBLE Mr. J. B. TAYLOR——and also possibly for Sind
but I think that it will be recognised that in the Bill we have made a consider-
able step in advance in securing representation for what may be called the
mofussil or upcountry interests.

I do not wish in the short time available to deal with all the points raised
in this long and interesting discussion. Many of them, as the Members them-
selves recognise, can be suitably dealt with at the Joint Committee stage. There
is, however, one question which was left for consideration by the Joint Com-
mittee on which I would like to say something'and that is, I would like to put in
a small word of protest on behalf of the Imperial Bank. I, Sir, have been a
Governor of the Imperial Bank off and on for more than six years and from
that inside knowledge I can testify how unfounded many of the charges made
against it are. I am afraid that the Imperial Bank in some respects has had
to assume the unfortunate position of a whipping boy. In olden days when
a king was crowned at a very early age, the authorities who realised that
he had to have a certain amount of discipline appointed a small boy in poor
circumstances to be brought up with him. It was high treason to whip the
king if he did anything wrong, so they whipped the small boy instead in the
hope that the king’s tender heart would be affected by the cries of the small
boy. 8ir, the Imperial Bank of India is to a certain extent in the position
of that small boy. The credit policy of the last ten years may not have seemed
justified. Personally I think that it was justified and that the present strong
position of India is due to our policy of the last ten years but undoubtedly it
was our policy ; the credit policy was laid down by the Government of India
and the Imperial Bank had to follow it. I know myself, Sir, and—if it is not
abusing the privilege of the House—I would say that you know, too, that there
have been occasions when not only ihe ¢lected Governors of the Imperial
Bank but the nominated Governors also when they felt that Government'’s
action was too stringent and stern have protested to Government. Therefore,
8ir, I think it quite unfair to blame the Imperial Bank in this matter and not
tolay the blame, if it is blame (which I deny) on the proper shoulders, that is,
on those of the Governor.

. Now, 8ir, I would turn to the two main points which have emerged from
this morning’s discussion. The first is that of the ratio and the second is that
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of a State and Shareholders’ Bank. In the first place, Sir, I should like to
make it quite clear that the proposed Reserve Bank legislation does not con-
template that the Reserve Bank when it comes into being will be able to do
what it likes with the ratio. The Honourable Mr. Mehrotra said that all
Central Banks have this power. I do not know where he derived this infor-
mation. Central Banks are bound to operate within the lines laid down for
them by legislation and those lines universally preclude any interference with
the currency basis of the country. We can lay down by legislation either a
fixed ratio in gold or a fixed ratio in sterling and it will then be the business
of the Reserve Bank to maintain it. No Central Bank in the world is allowed
to alter the exchange value of its currency with other countries. That is
8 duty which is reserved, which must be reserved, for the executive Govern-
ment of the country. Itisa matter of such overwhelming importance to all
the interests concerned. For that reason, Sir, Government do not consider
that the ratio issue arises with regard to this Joint Committee at all and that,
we are glad to see, is also the line of policy laid down for us by the Committee

which examined the proposals in London which are the basis of the present
Bill.

I said in my introductory speech that, if we were actuated by financial
considerations alone, we would have been very doubtful whether to introduce
a Bill at this stage but that financial conditions being reasonably favourable
and the constitutional factors being overwhelming we decided that there was
only one course open to us and that was to go forward. But that does not
mean that everything is to berevised. It would be lunacy to consider any
revision of the ratio at the present time and it would be even greater lunacy to
entrust the consideration of that question to a Joint Committee which must
debate more or less in the open. I must say, Sir, that I was impressed by the
Honourable Mr. Henderson’s remarks on this point. He criticised, and I think
with considerable justification in view of what has happened, the past pro-
cedure by way of Commissions. But, Sir, in the past India had no alternative.
The management of the currency was in the hands of the Executive and the
only outside authority whom we could call upon to offer us advice was a Commis-
sion in spite of the disadvantage that its examination must be done in the open.
In the future we will have an independent, and we hope an expert, body ap-
pointed by an independent authority in India which will be able to tender us
advice if and when they consider that occasion arises. But that advice will be
secret. It willnot be conveyed from the top of a platform to the advantage
of the speculator. For that reason, Sir, I must make it abundantly clear
that the ratio question does not and cannot arise in connection with the
present discussions.

I would now turn, Sir, tothe question of a State or Shareholders’ Bank.
T would like to clear one preliminary issue out of the way. The present legis-
lation is not proposed to be permanent. The Bill which we have put foward
provides for the poapibility of reconsidesstion by fresh legislation after 25
years and whether that reconsideration should take the form of buying out:
the shares at a fixed price or of liquidating the Bank is, I submit, & quastion
which might be left to the Legislature to consider at the time when it arises.
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The fundamental proposition at present is to secute reasonable stability in the
difficult early years of the new constitution, and such stability will be impos-
sible if there is any underlying fear on the part of the shareholders that their
centract may be terminated at comparatively short notice. For that reason,
I submit that we need not consider too closely at present the date of termina-
tion. What we do want to have is a reasonably long period, and that period
should be left to the Joint Committee to examine in the light of the
paramount consideration of ensuring stability until the new constitution is in
real working order.

I now turn, Sir, to the real question which lies at the root of
this Bill, and that is, whether the new Bank should bea State Bank
or a Shareholders’ Bank. There has been a considerable confusion
of thought here, because, after all, it must be a question of degree.
It is impossible to have a Bank which is entirely a State Bank. There
are obvious objections to that. It is equally impossible to hand over the
enormous interests of Government, particularly of the Government in India,
to a body entirely and finally responsible to shareholders. There must be some
compromise. The compromise in this Bill weights the scales very definitely in
favour of the shareholder. The shareholders are to appoint eight Directors,
Government are to nominate four, and there will be a Managing Governor
appointed by the Governor General after consideration of the recommendations
of the Board. This makes five against eight. That is a very definite weighting
of the scales in favour of the shareholders.

There was one other point that was raised, and tkat was whether by voting
for the present Resolution this House would be cominitting itself definitely to
the proposition of a Shareholders’ Bank. On that, Sir, I feel that I can do no
better than repeat thé words of the Honourable the Finance Member in another
place. Hesaid :

“I wish to leave Honourable Members in no sort of misunderstanding as to our position.
On the one hand, we do-not wish to put a pistol at the heads of Honourable Members
opposite and say to them that after three days’ debate they must regard themselves as
committed to the principle of a Shareholders’ Bank, or otherwise to vote against the Bill or
to refuse to serve on the Committee which may be elected. On the other hand, I wish to
leave them under no sort of misapprehension. We have considered this matter very oare-
fully. We have not had three days but many months and even years to consider it and we

can see no other way of achieving that purpose which I have just described except through
the method of a Shareholders’ Bank.”

That I think makes the position of Government in the matter clear.

Finally, Sir, the Honourable Mr. Hossain Imam at the conclusion of his
speech said that even though other Central Banks were subject to a certain
amount of Government control, the position was different in this country
because the interests of Government and the interests of the country were
divergent. Here I confess to an attitude almost of despair. If that is to be the
attitude in which the new constitutional proposals ate to be approached, I can
see no way out. On the other hand, Sir, I would ask this House to let the
past bury its past and to look at the proposals as they stand as a fair praposi-
tion by l-{is Majesty’s Government to make the transfer of financial responsi.
bility a practical proposition subject to the inevitable quakfications which the
citcumstances of the present day demsad. -

Sir, I move. ‘

)
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Tre HonouraBLE THE PRESIDENT : Motion made :

“ That this Council do concur in the Resolution passed in the Legislative Assembly
recommending that the Bill to constitute a Reserve Bank of India be committed to a Joint
Committee of the Council of State and of the Legislative Assembly with instructions to

report on or before the 20th November, 1933, and that the Joint Committee do consist of
28 members.”

The motion was adopted.

MOTION RFE JOINT COMMITTEE ON THE IMPERIAL BANK OF
INDIA (AMENDMENT) BILL.

TueE HoxcurabrLE MR. J. B. TAYLOR (Finance Secretary) :  Sir, I move :

“That this Council do conour in the Resolution passed in the Legislative Assembly
recommending that the Bill further to amend the Imperial Bank of India Act, 1920, for
certain purposes, be committed to a Joint Committee of the Council of State and of the
Legislative Assembly with instructions to report on or before the 20th November, 1933,
and that the Joint Committee do oonsist of 28 members.”

Sir, this Resolution deals with a Bill which follows necessarily on the
Reserve Bank of India Bill which we have just discussed. At présent the
Imperial Bank of India is the Government banker, a function which it inherited
from the Presidency Banks from which it has been developed. As a necessary .
consequence of these duties Government has exercised special powers of control
over, first, the Presidency Banks and, later, the Imperial Bank. In the present
Imperial Bank of India Act Government have the right to approve of the appoint-
ment of the Managing Governor, they have the right to call for any figures or in-
formation which they may desire from time to time ; and they have also the
right to appoint four nominated Governors and to depute an official to attend
the meetings of the Board, though without the right to vote. If a Reserve Bank
is created, it is obvious that Government’s relationship will be primarily with
that Bank and not with the Imperial, and that the work which the Imperial Bank
will continue to do on behalf of Government as banker at those places where
there is no branch of the Reserve Bank should be governed by an agreement
not with Government but with the Reserve Bank. For this reason, power is
given in the present Bill to the Imperial Bank to enter into an agreement with
the Reserve Bank and those portions of the present Act which give the Govern-
ment of India direct contact with the Imperial Bank are being removed, that
is to say, those sections which enable Government to approve of the'api;oint-
ment of a Managing Governor and four nominated Governors. The only specific
power which Government propose to retain is that enabling them to call for a

direct investigation of the financial affairs of the Bank if they consider this
necessary.

The opportunity has also been taken to amend the Act in various ways to
facilitate its working in matters of detail. It was hurriedly drafted and passed
in the rush immediately after the war when many important problems had to be
considered and when the transformation of the Indian monetary and credit
system as & result of the war made it imperative that the old Presidency system
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should be replaced by something more modern, more comprehensive and effi-
cient. The amendments intended to serve this minor, though important,
purpose look somewhat formidable and it is probable, as indicated in the
statement of objects and reasons that as a result of the further experience in the
last six years one or two more amendments of & technical nature may also be
suggested by the Bank to Government for consideration at the committee
stage.

We naturally do not ask the House to commit itself to all these proposals
at this stage. The point which I wish to make is that the questions at issue
are so intimately connected with that of the Reserve Bank that it seems suit-
able that they should be considered together and by a Committee composed of
the same persons as those who will be examining the Reserve Bank Bill.

8ir, I move.
Tae HoNoURABLE THE PRESIDENT : Motion made :

¢ That this Council do conour in the Resolution passed in the Legislative Assembly re-
commending the Bill further to amend the Imperial Bank of India Act, 1920, for certain
purposes, be committed to & Joint Committee of the Council of State and of the Legis-
Iative Assembly with instructions to report on or before the 20th November, 1933, and
that the Joint Committee do consist of 28 members.”

The motion was adopted.

STATEMENT OF BUSINESS.

TrE HoNoURABLE KHAN BanaDpUR MiaN Sig FAZL-I-HUSAIN (Leader
of the House) : With your permission, Sir, I suggest that on Monday, the 18th
September, the requisite motions for the nomination of Members to serve on
the two Joint Committees on the Reserve Bank of India Bill and the Imperial
Bank of India (Amendment) Bill may be moved. On that day also I suggest
that you might be pleased to direct the taking, with one day’s curtailment of the
normal period of notice, of the motions to consider and pass the Bills which have
been laid on the table today.

On Monday, the 18th, I hope to be in a position to announce further dates
on which the Council will be required to sit.

Tre HoNouraBLE THE PRESIDENT : I accept the suggestion made
by the Leader of the House and I suspend the Rules and Standing Orders and
all the three Bills which have been laid on the table today will be proceeded
with on Monday next.

The Council then adjourned till Eleven of the Clock on Monday, the 18th
September, 1933. )





