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Fridaŷ  6th March, 1936.

COUNCIL OF STATE.

The CouQoil met in the Counoil Chamber of the Counoil Bouse at Half
Past Ten of the Clook, the Honourable the President in the Chair.

QUESnONS AND ANSWERS.

D is a b il it ie s  o f  I n d ia n s  in  Z a n z ib a b .

43. T jje HoNonRABLK D tw an  B a h \d v r  G. NARAYANASWAMI
CHETTY : Will Government be pleased to state :

(t) Whether they have apprised His Majesty’s Government of the disabili­
ties imposed on the Indian coramunity in Zanzibar by the Land Alienation
and other decrees passed by the Zanzibar Government ?

(n*) Whether they wiU place on the table the correspondence that
passed between them and His Majesty’s Government in this conneotlon ?

{Hi) Whether any representation has been received from the Imperial
Citizenship Association setting forth in detail information as to how the
Indians are adversely affected by the said decrees ?

(tv) What steps they are taking or propose to take to safeguard the
interests of Indians in Zanzibar ?

T h e  H o n o u b a b l e  K u itw ab  Si b  JAGDISH PRASAD : {i) and (Hi), Yes.
(w) Government regret that they are unable to lay a copy of the corres­

pondence on the table of the House.
(iv) The matter is receiving the earnest attention of Government and

further representations to His JM̂ jesty’s Government have recently been made.

R a t io  f ix e d  f o b  N o n -B e a h i i p 3 a n d  t h e  D e p b e s s e d  Cl a sse s  f o b  A p p o in t ­
MENT in  t h e  Civ il  P o st a l  A u d it  O f f ic e s , M a d b a s .

44. T h e  H onoxtbable D iw a n  B a h a d u r  G. NARAYANASWAMI
CHETTY : Is the ratio fixed for non-Brahmins and the depressed classes for
appointment in the Civil and Postal Audit Offices in Madras followed while
filling up permanent vacancies as in the case of minority communities ? If
not, what is the justification for such non-observance in the case of former
communities ?

T h e  H o n o u b a b l e  M b . A. J. RAISMAN : No. It is not the Mlicy of
Government to give preferential treatment between members of the same
community but it is their intention that in the vacancies available for Hindus
as a whole there should not be an undue preponderance of any section of the
Hindu community.

( J99 ) A



I rBBGUIABITIKS in  OONNBCTION w ith  RECBriTMBNT TO THE H kADQFABTEBS 
Office , North  W estern  R a il w a y , L ah o re .

45. T he H onou rable  Mr . HOSSAIN IMAM; (a) Was a representa­
tion relating to certain irregularities in connection with recruitment in the 
Headquarters Office, North Western Railway, Lahore, submitted by some 
Members of the Legislative Assembly to the Honourable Member for Com­
merce and Railways in December, 1936 ?

(6) If the reply is in the affirmative, will Government please state if 
any enquiry Wlis-made in connection therewith and, if so, will Government 
please place the connected papers on the table ?

T h e  H o n o u r a b le  Mr. T. A. STEWART : (a) Yes.
(6) An enquiry was made and it was found that there was no justification 

for the allegations made in the representation. Government are not prepared 
to place the relevant papers on the table of the House as they are meant for 
departmental use only.

(JONTRACT PLACED BY THE E aST I nDIAN R aILWAY WITH MESSRS. J hN50N 
and  N icholson fob Carbon  Black  R e a d y  Mix e d  P a in t .

46. T he  H onourable K umar NRIPENDRA NARAYAN STNHA :
(a) Did the East Indian Railway Administration place a contract 
for the supply of 43,000 gallons of 3 per cent, carbon black ready mixed paint 
from Messrs. Jenson and Nicholson either in 1934-35 or 1935-36 ? If so, will 
Government be pleased to state whether the East Indian Railway Adminis­
tration did carry out the exposure test for the paint purchased from Messrs. 
Jenson and Nicholson ? If so, how many years* exposure test was carried 
out by them and with what results ?

(b) Will Government be pleased to state whether the East Indian Railway 
and the Eastern Bengal Railway maintain any register or record of the results 
of the tests of paints carried out by them from time to time ? If not, why not ?

(r) Will Government be pleased to state whether the paint ordeied in 
1934-35 or 1935-30 by the East Indian Railway from Messrs. Jenson and Nichol­
son is the same 3 per cent, carbon black which was supplied to the Eastern 
Bengal Railway by the same firm ? If so, was the 3 per cent, carbon 
black supplied to the Eastern Bengal Railway found unsuitable by Govern­
ment because of its not having lasting properties ?

(d) Will <Jovernment be pleased to state the reasons why paints already 
found unsuitable was patronised by the E|i|A Indian Railw.ay authorities t

2 0 0  COUNCIL OP STATE. [6 th  M a rch  1936.

T he H onourable  Sir GUTHRIE RUSSELL : (a) The answer to the 
first part is in the affirmative. With regard to the second part, three years 
working test in service was carried out by the Eastern Bengal Railway and 
found satisfactory.

(6) Yes.
(c) It is understood that the paint manufactured by Messrs. Jenson and 

Nicholson, called ^ecial black paint ready mixed for wagon bodies and under­
frames, and supplied to the East Indian Railway, was of the same quality as 
that supplied to the Eastern Bengal Railway. It is not possible to ascertain 
from the analysis whether the black pigment contains 3 per cent, carbon 
black or not, but paint of the quality has been found to give satisfactory



ro3ults in s3rvioe although exposure testn of paint of similar composition made 
panels toated under non-ftervieo conditions were not satisfactory.

{d) Dot\s not arist‘.

MkSSRS. jENiSON AND N icHOLSON.

47. T hr H onourable K umar NRTPENDRA NARAYAN SINHA : 
Will Government be pleased to state whether Mefi«r8. Jenson and Nicholson 
is a firm with English shareholders and English capital ? If not, what is the 
total number of shareholders of the firm and what is the percentage of Indian 
shareholders ?

T h e H onourable Mr . T. A. STEWART : Government have no infor­
mation.

C ontracts placed  b y  the E ast In d ia n  R a ilw a y  for the  supply  of
Carbon  Black  P a in t .

48. The Honourable Kumar NRIPENDRA NARAYAN SINHA : 
\a) Was the rates contract against Indian Stores Department tender No. 0-4/M 
for 1932-33 accepted for the supply of the I. S. D. specification No. G. 0. P. 
21/1 for 3 per cent, carbon black at three different rates from three differqpt 
firms ?

(h) Was Murarka’s 3 per cent, carbon black tested by the Qovemment 
Alipore Tost House ? If so, did the East Indian Railway authorities refuse to 
place any order with tlie Indian firm for the black paint ?

(c) Was the rate of the English firm of Jenson and Nicholson for the 
3 per cent, carbon black higher by Rs. 0-12-0 per cwt. than the rate quoted by 
the two Indian firms of the Murarka and the Napiers ?

(d) Will Government be pleased to state the reasons why the East Indian 
Railway ordered for the supply of the black paint from Messrs. Jenson and 
Nicholson for 6,000 cwts.?

(e) Will Government be pleased to state the amount of the loss to Govern­
ment revenues on account of the said transaction ?

T he H onourable Sir  GUTHRIE RUSSELL : (a) It is not a fact that
4%gainst the tender in question contracts were given to three firms for supply of 
jbwck paint to Indian Stores Department specification No. G .p. P./21/1 with 
3 per cent, carbon black. "

Against tender No. 0-4/M. for 1932-33 contracts for black paint were award­
ed as follows :

(1) Messrs. Napier Paint Works for Indian made paint black stiff to Indian 
Stores Department specification No. G. 0. P./121, which lays down that the 
paint shoiDd contain 20 per cent, lamp black.

(2) Messrs. Jenson and Nicholson for Indian made paint black stiff for 
underframes and wagon bodies. No Indian Stores Department specification 
was stipulated for this supply but paint was to be supplied exactly as previously 
supplied to the railway.

(3) Messrs. Murarka Paint and Varnish Works for paint black stiff for 
underframes and wagons bodies to Indian Stores Department specification 
No. G. O. P./121 which lays down that the paint should contain 3 >per cent, 
carbon black.

•QUESTIONS AND ANSWBB8. 201
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(4) Messrs. Murarka Paint and Vamish Works for ‘ 'Muraca" special 
Mack ready mixed paint for underframes and wagons.

(6) The paint of Messrs. the Murarka Paint and Vamish Company wa» 
tested by the Alipore Test House. The East Indian Railway did not placs 
orders with Messrs. Murarka Paint and Varnish Company, for the black painte 
stiff tendered by them at Rs. 8-10-0 per cwt. but did place orders for 23,000 
gallons of “ Muraco special black ready mixed paint manufactured by that 
firm.

(c) Messrs. Jenson and Nicholson quoted Rs. 9-7 0 per cwt. for their 
[>jkrticular paint and Messrs. Murarka Paint and Varnish Company quoted 
Rs. 8-10-0 per cwt. for their black paint stiff.

{d) The price of paint is not the sole index of relative value.
(e) Government do not consider there has been any loss in revenue.

S to r e s  P u rch a se  P o l ic y  m  r e s f b c t  o f  P a in ts  used  by S ta te  R a ilw a y s .

49. T he H onourable K umah NRIPENDRA NARAYAN SINHA: 
Do Government propose to make a thorough enquiry in respect of the stores 
purchase policy in regard to the paints us^ by the State Railways ? If not̂  
why not ?

T he H onourable  Sir  GUTHRIE RUSSELL: No. Government do* 
not consider any enquiry to be necessary. .

202 COUNCIL OF STATF. [6 t h  M a rch  198®,

E mfloymbnt of W omen  in  M in e s .

60. T he H onourable K umab NRIPENDRA NARAYAN SINHA r 
(a) Has the employment of women as labourers in mines been altogether 
stopped ? If not, do Government propose to stop it shortly ? If so, will 
the men labourers working in mines be put to great hardships owing to 
want of emplo3rment of their womenfolk ? •

(h) Are women employed in Japan in all industries in large numbers, 
includ^g mines ?

(c) Will Government be pleased to state whether the employment of 
women labout is prohibited only in coal mines or in all classes of mines and also 
in open quarries ?

T he  H onourable Mr . A. G. CLOW: (a) No. The employment of 
women in the underground parts of mines was prohibited with effect frcm the 
1st July, 1929, except in the coal mines of Bengal, Bihar and Orissa and the 
Central Provinces, and the Punjab salt mines. In the case of these exempted 
mines the regulations provide for a gradual percentage reduction each year 
in the number of women underground so as to lead to their total elimination! 
by the 1st July, 1939. The question of advancing the date of prohibition in 
the exempted mines is at present under consideration. The answer to the 
last part of the question is in the negative.

(b) I have no precise information ; but I believe that in some industries a 
substaiitial proportion of the labour force consists of women.

(c) The prohibition relates to all classes of mines, subject to what I have 
said in reply to part (a), but it is limits to underground woiit.



A orebm knt betw een  the  Secretary  of State  for In d ia  in  Council

ACTING BY AND THROUGH THE GOVERNOR IN CoUNCIL, GOVERNMENT OF

THE U nited  P rovikoes of Acjra and O u d h , and  the R eserve Ban k  
OF I n d ia .

The H onourable Mr. A. J. RAISMAN (Government of India: Nomi­
nated Official): Sir, I lay on the table a copy of the Agreement between the 
Secretary of State for India in Couaoil acting by and through the Governor in 
Council) Government of the United Provinces of Agra and Oudh, and the 
Reserve Bank of India. ,

STATEMENT LAID ON THE TABLE.

RESERVE BANK OF INDIA. '

[Incorporated under the Reserve Bank o f India Act, 1934 (II of 1934).]

AeBBEHENT BETWEEN THE SEORETABT OF STATE FOB INDIA IN C0X7NCIL
ACTING BT AND THROUGH THE OOVERHOB IN COUNCIL, OOVEBNMENT
W  THE UNITED PB0VINCE8 OF AOBA AND OUDH, AND THE BESEBYE
BANK OF INDU.

AN AGREEMENT made this twenty-fifth day of September 1935, BETWEEN 
THE SECRETARY OF STATE FOR INDIA IN COUNCIL ACTING BY AND 
THROUGH THE GOVERNOR IN COUNCIL, GOVERNMENT OF THE UNITED 
PROVINCES OF AGRA AND OUDH (hereinafter caUed “  the United Provinces Local 
Oovemment ” ) of the one part and THE RESERVE BANK OF INDIA (hereinafter 
called “  the Bank ” ) of the other part, *

WHEREAS the Bank was constituted and incorporated and is regulated by ih# 
Reserve Bank of India Act, 1934 (being Act no. II of 1934) hereinafter called *‘ the 
A «t»’ ).

AND WHEREAS by section 21 (2) of the said Act it is provided that each Local 
'^vernmont shall entrust, the Bank on such conditions as may be agreed upon with the 
management of its public debt and with the iseue of any new loans.

NOW IT IS HEREBY MUTUALLY AGREED AND DECI.ARED by and betweea
said parties hereto as follows, that is to say—>

1. This Agreement shall come into force on the execution of these pre f̂ents.

2. Th:̂  maiift^oinent of tho public debt of and the issue of now loans by the United 
Provinnes Local Government and the performance of all the duJies relating thereto respect 
tivdly including the collection and payment of interest and principal and the consolida- 
t̂lon» division, conversion, cancellation and renewal of securities of the United Provinces
Local Government and the keeping of all reeisters, books and accounts and the conduct 
of all correspondence incidental thereto shall be transacted by the Bank at all or any 
of its offices in Bombay* Calcutta and Madras and at any of its offices, branches or ajB^cies 
M  which respectively tho administration of any portion or portions of the public def t
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is for the time being oonduot«d or interest Ihcicon is for the time being payable and th«' 
hank ahall also keep and maintain such registern, books and accounts in respect of the 
8aid public debt as the United Provinces T-»ocal Government may from time to time direct 
and shall audit all payments of such interest and act generally as Agents in Tndia for the 
United Provinces Local Government in the management of the eaid public debt and shall 
conduct such agencv subject to such orders and directions with regard to the generaV 
management thereof as may from time to time be given to the Bank by the Uiiited Pro- 
vin eeB  Local Government.

3. As remuneration to the Bank for the management of the public debt as aforesaid 
the Bank shall be entitled to charge to the United Provinces Local Government half- 
yearly a commission at the rate o f Rs. 2,000 per crore per amium on the amount of the 
public debt as aforesaid at the close of the half-year for which the charge is made. Tih 
•aloulating this charge the following amounts shall be excluded from the amount of publif 
debt, v if .:—

{a) Tae amounts of loins discharged outstanding after onê  year from the dMte- 
of a notioe of disoharge.

(6) The amount of stock certificates for Ra. 50,000 and upwards held by the United? 
Provinces Local Government or by any officer or officers of that Govern­
ment authorized in that behalf.

And in addition to the charge of Rs. 2,000 per croro per annum the Bank shall be- 
entitled to charge to the United Provinces Local Government such fixed sum as may 
from time to time be agreed upon between the parties on account of the stock certificated 
referred to in clause 3 (6) hereof, and the Bank shall be ateo entitled to charge the publie 
(but not the United Provinces Local Government) all such fees and charges as are now or 
may hereafter from time to time be presoribed by the Gk>vemor General in Ck>uncil imder 
the powers conferred upon him by tW Indian Bounties Act, 1920, (Act no. X  of 1920)a 
for duplicate securities and for the renewal, consolidation, division or otherwise of alH 
Government Securities which the Bank issues. ‘

4. The responsibility for all loss or damage to the United Ptovinces Local Govern­
ment which may result from any act or negligence or omission of the Bank or its Agenti  ̂
in conducting the business of the public debt aforesaid or the payment of interest or dis­
charge value thereon or the renewal, conversion, consolidation, sub-division or cancel­
lation of any security of the United Provinces Local Government shall rest with and be 
bome by the Bajik provided however that it shall not be incumbent on the Bank to verif̂ \ 
signatures and endorsements on securities which prima facie appear to be in order and ixk 
l^e acceptance of which the Bank shall not be guilty of any negligence and in such caseci 
no liability shall be incurred by the Bank in respect thereto.

5. This agreement may be determined \>y either party giving to the other party o n e  
yearns notice in writing expiring on the 31st day of March in any year, such notice if given 
by or on behalf of the United Provinces Local Government to be addressed to the Governor 
of the Bank and to be served by being left at the Head Office of the Bank and if given 
by the Bank to be served by leaving the same with or Addressing the same by registere<# 
post to the Secretary to the Government of the United Provinces in the Finance Depart - 
ment and immediately upon the expiration of such notice this Agreement shall absolutel.'i 
o esa e  and determine save as to rights or liabilities acquired or incurred prior to euch temii- 
nation.

6. Nothing in this Agr^ment shall operate to affect in any way the obligations imposed 
either on the United Provinces Local Government or on the Bank by or under the Act 
or any subsequent amendment or amendments of the Act.

7. The Bank shall be entitled to perform all or any of the matters contained in thi<̂  
Agreement through such agency or agencies as may be prescribed by the Act or any amend 
ment thereof or as may be approved by the United Provinces Local Government.

S. In the event of any disputes arising as to the terms and conditions of this Agree* 
ment such disputes or any differences of opinion shall, in the event of the parties heretÔ  
failing to reach an agp^ment, be referred to the Governor General in Council whose 
decision ahall be final and binding as between the parties hereto.

IN WITNESS WHEREOF Mr. J. L. Sathe, I.C.S., Secretary to the Government of 
the United Provinces of Agra and Oudh in the Finance Department, by the order anif 
direction of the Governor in Council, Government of the United Provfnces of Agra and 
Oudh, acting for and oft behalf o f  the Secretary of State for India in. Cfwnrii. has hereunt»
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sot hifl hand and the Common Seal of the Reserve Bank of India pursuant to a Resolution 
of its Central Board Committee has been hereunto affixed in the presence of its subscribing 
offloials the day and year first above written.

Signed by the said Mr. J. L. Sathe,
I.C.S., Secretary to the Government of the I
United Provinces of Agra and Oudh in t}ie | J. L. Sa t h k ,
Finance Department for and on behalf of the ytiecretary to the Qwemmeni of the XJnitcti

Provinees of Agra and Ovdh, Finance 
Department.

Governor in Council, Government of the 
United Provinces of Agra and Oudh, acting 
in the prf3mise8 for and on behalf of the 
Sooretary of State for India in Council in the | 
presence of J /  ^

R n /  Ĉ ommonSeal8. D. B a j p a i , j
Deputy Secretary to the Reserve Bank

Government of the \ India
United Provinces. x

The Common Seal of the Reserve Bank*l
of India was affixed hereto in the presence
of Sir Sikander Hyat Khan, K.B.E., its R. Hyat Khan,
Deputy Governor and Sir Fur8hot<amdas V Def xtty Oovenior,
Thakurdas, K t„  C.T.E., and Mr. PuRSHOTAMDAfi T h a k u b d a bFramroz Edulji Dinshaw, two of its Direc  ̂ | ^'hakubdab.
tors who in token thereof hâ  e hereunto | • • nirM̂ torM
signed their names in the presence of I *

K. Q. A m b e g a o k a r ,
Secretaryy Re9frve Bank of India.

STANDING COMMITTEE ON EMIGRATION.
T he  H onourable  the PRESIDENT : I have to inform the House that 

the Honourable Sir Ramunni Menon has since withdrawn his candidature for 
election to the Standing Committee on Emigration. As there now remain 
the following four candidates for the four vacancies, I declare them to be duly 
elected :

1. Tlie Honourable Mr. Bijay Kumar Basu.
2. The Honourable Mr. Mahmood Suhrawardy.
3. The Honourable Sir Phiroze Sethna.
4. The Honourable Mr. P. N. Sapru.

GENERAL DISCUSSION OF THE GENERAL BUDGEl  ̂FOR 1936-37,

T he  H onoitrable the PRESIDENT : Debate will now proceed on 
Part II of the General Budget. I wish to inform Honourable Members that 
I do not propose to fix any time limit for speeches. I will leave that matter 
to their sound discretion and they will see that their speeches are as concise 
and brief as possible. I propose to call upon Sir Jamep Grigg to answer the 
debate any time between 4-30 and 5 p .m . this evening.

T he H onoxhiable Sir PHIROZE SETHNA (Bombay: Non-Muham­
madan) : Sir, Honourable Members have reason to thank Government for 
giving them more timethis year than they did a yesa ago to oonsider the Bi^geit 
proposals and to offer their comments. The Finance Member had hinted



[Sir Phiroze Sethiia.]
ast year and has done bo  again this year to the practice of reviewing the finan­
cial position not of the normal two years but of three. It is likely therefore 
he may hereafter introduce changes which will be in keeping with the English 
practice. In this connection I would like to repeat what I said last year that in 
the Budget such details might preferably be added as would enable us to know 
the average income per head of population. also if the country is progress]rg 
materially or retrograding and whether the standard of living is improving 
or otherwise. These details are to be found in the budgets of other countrit s 
and there is no doubt that they arc very helpful. When the Honourable 
the Finance Member does introduce changes in the form and method of the 
preparation of the budget. I trust he will bear in mind the suggestion I havî  
ventured to make.

It is a well known fact that our statistical data as regards the economic 
condition of the Indian people are quite inadequate. It is indeed a matter 
of great surprise why the Government of India should not be able to collect 
economic data which would enable us to draw sound conclusions as to the 
state of Indian agriculture, the actual position of Indian industries and all 
other points bearing on the economic condition of India, Some time back 
Dr. Bowley and Mr. Robĉ rtson submitted to the Gk)vemment of India a scheme 
for an economic census of India with special reference to a census of produc­
tion and reorganisation of statistics. That report is a valuable publicatii;u 
and the recommendations made therein deserve every consideration. I 
regret these recommendations have not yet been given effect to. I feel tluil 
the Government of India should try and come into line with all great and 
advanced countries in the world in this important respect. They should not 
fight shy of publishing such statistical data nor of the inferences' however \m- 
pleasant they may be, which they may warrant.

Mr. President, there is a common belief in regard to different trades and 
industries that prosperity or otherwise runs in cycles of years. Perhaps 
the same might be said in regard to the budgets of the Government of India. 
The late Sir Basil Blackett had surplus budgets during his term of office. 
He was followed by Sir George Schustx̂ r as Finance Member who unfortunately 
had deficit budgets but the tide now appears to have tumod. This is the second 
budget present^ by the Honourable Sir James Grigg and it is even better than 
the first, and there is promise of yet better in the years to come and the likeli­
hood or may I say the certainty of no new taxation for the inauguration of 
the new constitutional reforms in the provinces a possible result on which 
the Finance Member may well be complimented. A budget is naturally re- 
g ^ e d  as satisfactory if there is a surplus and there is no fresh taxation. The 
Honourable Sir James Grigg’s expectations of the surplus in the current year 
have been greatly exceeded and his Budget for 1936-37 is equally, if not more 
hopeful and particularly so when we take into account that Rs. 1,58 lakhs 
are reserved for subventions to the newly-created provinces of Sind and 
Orissa—Rs. 108 lakhs to the former and half a crore for the latter, in addition 
to the Rs. 27 J lakhs promised to Orissa for equipping Cuttack its capital city 
with appropriate ofiicial edifices and Rs. 17 J lakhs to Sind for a similar purp<j«e.

What the public is concerned with in a surplus budget is to know how the 
surplus is to be allocated. -This is a task which I am sure the Finance Member 
finds it very difficult to discharge if he hopes he can satisfy all alike. I quite 
realise the pledge given by Government that the surcharge m income-tax 
and super*tax would be done away with at the earliest opportunity. The 
m t in the salaries of 10 per cent, was removed in two stages of 5 per cent. each.
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mnd the surcharge of income-tax and super-tax was reduced by only a third 
12 months back. There is a strong feeling amongst the public that rather than 
afford relief in any other direction the remaining surcharge should have been 
femoved first of all. It has pleased the Honourable the Finance Member 
otherwise. The total abolition of the remaining surcharge would have cost 
Rs. 2J crores. I am afraid that if that were done Government perhaps could 
not have seen its way to have removed the tax on incomes of Rs. 1,000 to 
Rs. 2,000 which must cost Government nearly Rs. 3J crores, and because this 
relief is of the right sort, namely, for the benefit of the lower middle classes and 
if Government had to decide between the two as appears to be the case, then 
I approve of the action of Government and prefer to wait for another 12 months 
for the total abolition of the surcharge. The lower middle class with incomes 
between Rs. 1,000 to Rs. 2,000 a year or between Rs. 85 and Rs. 170 per month 
were certainly hit very hard and needed relief. We do not give remissions to 
taxpayers in India in respect of the number of children they may have as they 
do in England and the relief now offered to this particular class in the new 
budget is bound to be greatly appreciated. One of the most beneficent 
measures of Ix>rd Curzon’s Viceroyalty was the raising of the assessable income 
to Rs. 2,000 and I hope the limit will not again be lowered unless in times of 
emergency.

The second relief is in the matter of postage. We full well realise that 
there is a persistent demand for postal rates to bo reduced. This is not so 
in India alone. Even in Great Britain they are clamouring for a return to the 
penny }X)stage. Here again the question arises if it would have been possible 
for Goveniment to reduce the rate of the postcard from nine pies to six pies 
and at the same time to charge only an anna instead of an anna and a quarter 
for letters weighing up to one tola instead of half a tola as at present. Now a 
reduction from nine pies to six pies for post cards would in all probability mean 
a diminution in the postal revenue of nearly half a crore of rupees whereas in­
creasing the weight that would be carrie<l for an anna from half a tola to a tola 
would mean a loss of only Rs. 13 lakhs. If Government could not afford the 
two together perhaps the course they have adopted is the wisest possible in 
the circumstances. The actual loss by introducing a half anna postage would 
amount to Rs. 04 lakhs but allowing for a possible 10 per cent, increase in the 
•alo of post cards because of the half anna rate the loss would amount to 
Rb. 54 lakhs.

I am sure Government have in hand a very large stock of stamps marked 
an anna and a quarter. I suppose this stock of stamps will now be impressed 
with the figure of one anna unless Government propose at a very early date 
Id introduce new stamps with the head of the new King Emperor and in that 
•onnection if I may be pardoned a digression I would like to enquire if as is 
the case with our coinage the head of the new Sovereign will face towards the 
left for on our coins the late Queen Victoria faced towards the left, King Edward 
VII towards the right. King George V again towards the left and I suppose 
that King Edward VIII will alternately face towards the right.

The decision last year to set apart a crore of rupees for the purpose of creat­
ing a fund for the economic development and improvement of rural areas 
gave great satisfaction and it is gratifying that Government decided in the 
course of the year to add further sums which were available to this fund with 
the result that instead of a crore it stood at Rs. 173J lakhs. Out of this Rs. 30 
lakhs are proposed to be devoted to agricultural research, Rs. o lakhs to cottage 
and small sca,le woollen industries, 20 lakhs for broarlcasting in villages 
and Re. 10 lakhs for the preyention and cure of malaria. This Rs. 10 lakhs 
will be given to the Indian Research Fund Association but it is not quit̂  clear if
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[Sir Phiroze Sethna.]
the amount is earmarked exclusively for the preventibn and cure of malarm 
or that the Indian Research Fund Association CQuld devote the sum or a 
portion of it in research work in connection with other diseases if it thought 
fit to do so. In this connection I would like to point out that this Fund which 
formerlv received a grant of Rs. 7 lakhs a year from the Government of India 
has been greatly starved and now receives only Rs. lakhs with the resuh 
that it has to encroach upon its reserve fund to the extent of Rs. 4 to Rs. 5̂ 
lakhs a year with the result that this fund will be completely wiped off at "the- 
end of another six or seven years. This Research Association is doing excellent 
work and it behoves Government to see that if they cannot restore the previous 
grant of Rs. 7 lakhs, now that financial conditions have improved they will 
increase the grant of Rs. 1| lakhs to something approaching its previous level.

Whilst out of this Rs. 173J lakhs allotments are made for different purpose® 
I have just mentioned, I wish a certain amount were set aside expressly for 
the purpose of improving the educational, economic and the hygienic condition 
of the classes known in popular parlance as the depressed cla^s. They have 
been long neglected and it is high time that Government afford them special 
relief. I have thought it fit to table a Resolution to this effect which I hope 
to be able to move in this House in the course of this month and to use the words 
of the Finance Member himself, I hope he will treat the request in no niggardly 
fashion ** when he can spare the funds.

The Finance Member expects an increase in the revenue from income-tax 
and super-tax which of course is an indication that conditiwis are improving 
in the country and which we hope will justify the expectations of larger sur* 
pluses in the coming years. Government have appointed a Committee to 
recommend changes in the existing Income Tax Act and we hope that amongst 
other recommendations the Committee will carefully consider the suggestions 
made by the commercial community that the present rule of losses incurred 
in business in any year are not allowed to be carried forward to the following 
years will be altered. This rule is unduly severe. In the United Kingdom 
such losses I believe are allowed to be wTittc*n off from the profits of the next 
six years. If the Committee will not follow the English rule let us hope that 
they will suggest that Hiich losses be \vritt(*n off from the profits of at least the 
next three years. This will be a relief to the commercial community whose 
incomes can never be regarded as stationary but are bound to fluctuate and 
sometimes to fluctuate violently.

The item of military expenditure in the b:xd!,5et is one which year in and 
year out is given great importance to and rightly so. This item formed the 
subject of a special Resolution in this House some days ago when His Excellency 
the Commander-in-Chief hinted that instead of a decreasD there is likely to be 
a further rise and the Honourdble the Finance Member has supported him in 
his Budget sjKiech by saying tliat more money will have to be Bj)ent for Ord­
nance stores, etc. The Budget for 193(j-37 provides for Rs. 45 45 crores for 
Defence which is 51*3 per cent, of the expected revenue of Rs. 87*35 crores for 
the year 1936-37 which from the Indian point of view is certainly a very large 
amount. We will admit there are two sides to the question but I do think 
that the Indian point of view needs to be considered sympathetically by 
(.Government and every endeavour made to bring down military expenditure 
always bearing in mind the late Lord Kitchener’s advice who laid down that 
economy should be the handmaid of efficiency.

In days of prosperity one is tempted to ask Government to under^e 
expenditure which may not be regarded as normal. Honourable Member»
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wji\ remember that about six or seven years ago the Government of India 
decided to have mural paintings on the walls not only of the Secretariat at 
New Delhi but also in India House in London. The work t̂ as started at both 
places but it had to be discontinued for want of funds. Now that there is a 
surplus, might I suggest that at least half a lakh of rupees be spent this year 
towards this purpose ? At the India House in London the idea was to have a 
wall space of 11,000 square feet covered by such paintings. At first only 1,400 
square feet were covered and the work suddenly stopj)ed for shortage of funds. 
Later the attention of Government was drawn to the fact that if nowhere else 
at least in the Reception Hall there should be such paintings and 700 square 
feet in the Reception Hall wall were so decorated. This means that only about 
2,100 square feet or about a fifth of what was originally intended was taken in 
hand and completed in India House. The work in London was done by artists 
from Bengal alone. Bombay men could not compete for the four scholarships 
which were oflFered to do the work at India House because at that very time 
they were busy doing the decorations in the Secretariat at New Delhi. My 
submission is that the work might now be continued and an amount be allotted 
for both the Secretariat at New Delhi and the India House in London and I 
would also suggest that care be taken to invite artists from diflferent provinces 
to complete the work. The High Commissioner, Sir Bhupendranath Mitra, 
when drawing the attention to the work already done at the India House 
expressed the hope in the speech he made that subsequent work would be 
entrusted to artists from diflferent provinces of India so that the British public 
may got to know of such artistic work done in the different provinces.

We hear and read criticisms of the policy of Government in regard tO' 
the excise on sugar. Hardly any other industry in this country at any time 
has shown such a phenomenal advance as the sugar industry today. The 
imposition of a protective duty has resulted within only five years in the sink­
ing of nearly Rs. 25 crores in this industry and whilst there were only 32 fac­
tories in 1931-32 there are about five times that number today. Their number 
is estimated at 154 and some more are in the course of being promoted. It 
is urged that the levy of an excise duty on sugar at the present stage is harmful 
to the industry. This excise duty is to an extent a set off against the loss 
to Government of import duty because of the gradual decrease in the imports 
of sugar but if the excise duty were removed instead of helping the factories 
it would result in an indiscriminate increase in their number and consequent 
reduction in the price of sugar owing to increasing competition which would 
prove the ruin alike of both efficient and inefficient concerns. At the rate 
this industry is growing it will soon become a question of the survival of the 
fittest and excise duty will weed out the ineflScient ones.

There is however another matter in connection with the sugar industry
] 1 A M \^ich needs the attention of Government. I know that

’ ' there does exist a concession rate to ports at long
difltances but it is only in some ciises and this should be extended 
widely. It is the heavy rates of railway freight which cuts the ports 
and distant j)laces out of the indigenous market and it enables 
foreign sugar to be imported in spit̂  of the heavy protective duty. If there­
fore a part of the excise duty could be utilised for the purpose of bringing about 
a reduction in railway freights Indian sugar could find a much larger market 
than is the case today. Sugar is product in India today of the value of more 
than Rs. 17 crores a year and more than Rs. 6 crores or 40 per cent, goes to 
the cultivators and the balance of 60 per cent, is practically spent entirely in 
India whereas in the case of imported sugar nothing goes to the cultivators- 
and 53 per cent, leaves the oountry in liquid cash.
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{Sir Phiroze Sethna.]
In his Budget speech last year the Honourable the Finance Member was 

not quite sure \vhether he should extend the period for protective duty against 
Ibreign salt. He did so however by introducing a Bill later to that effect 
and that period now expires on 30th April, that is within less than two months 
Irom now. The question is in regard to the future. Those interested in the 
salt industry in Western India and at Aden are grateful to the Finance Member 
for giving them opportunities during the current year for placing facts and 
figures before him. They have asked for a continuance of the present rate 
of duty and for a fixed number of years after which if necessary this duty on 
imported salt might be done away with altogether. The matter, we under­
stand, is receiving the consideration of Government. The present rate of 
duty is annas per 100 Bengal maunds. This rate prevents foreign salt 
tx)ming from Europe except from Hamburg alone which is due to dumping. 
I f  this rate of 2̂  annas is lowered any further perhaps foreign salt from ports 
w'est of Suez would not be imported as they would have to pay Suez Canal 
dues but any reduction from annas will certainly enable Italian saltworks 
at ports in the Red Sea to glut the Indian market which will mean a heavy 
loss to Indian and Aden manufacturers. This contingency will I hope he 
avoided and those interested in the trade naturally await the Finance Mem­
ber’s decision with great interest. At the same time I feel confident that 
even the Bengal consumers would not like to see their market flooded with 
foreign imjwrtations.

It is urged in some quarters that the Finance Member deliberately under­
estimated the income side in his figures for 1935-36 and has pursued the same 
policy in his Budget for 1936-37 with the idea of doling out the surpluses foi- 
diverse purposes instead of reducing taxation to a greater extent right from 
the start. I do not think that can be regarded as fair criticism for the budget 
figures at the best are but an estimate and it is better that the estimates err 
•on the side of caution so that if they are exceeded and if there are surplusen 
the same could be distributed in the following year rather than over-estimate 
from the start and meet with disappointment at the end of the year and co n se ­
quent increased taxation.

Thb H onourable the PRESIDENT : I imderstand that today beiniif 
IWday Muhammadan Members have to attend prayers. If the Honourable 
Mnhammadan Members rise earlier in their places they are more likely t« 
^Mtoh the President’s eye.

T hb H onoubable  Mb. HOSSAIN IMAM (Bihar and Orissa : Muham­
madan) : Sir, before I commence my remarks on the Budget I should like 
to congratulate the Honourable Mr. Raisman on the fine speech he made 
in introducing the Budget. It was a very lucid speech and it stated every­
thing that was required in as concise a manner as possible.

Mr. President, I am reported to be rather a severe critic of the Financx? 
Department of the Government of India, and therefore if I also join with 
Sir Phiroze Sethna in his dictum that it is better to be conservative in esti- 
onating income ” , it should not be taken that I am actuated by any motive 
•ave that I regard it as a canon of sound finance. Another matter in whioh 
I have the misfortune to diflfer from my countrymen is in regard to the out- 
ory agaitist the financing of Quetta reccmstruotion from revenue. There too 
I  agree with the Finance Department that this should not be met out of capital
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but out of revenue. I have been advocating the courae to the Commerce 
Department for the .last three years “ that capital investment should only 
be made in those things whieh are likely to give us a direct return, and other 
expenditure, whether it is for utility services or not, if it does not promise 
to pay its way should not be financed from capital **,

Sir, the explanatory memorandum of the Finance Secretary is this year 
a little shorter than it used to be formerly. There has been an economy 
campaign of four pages in the explanatory memorandum, whether intentionally 
or not I do not know. But we do hope that the information which used ta 
be given in this memorandum will continue to be given in full. I find that 
the Finance Member has also economised in his speech. We used to get 
some reference to trade conditions in India from the former Finance Member* 
but this year there is no mention of the trade of the current year. There is 
another document which we used to receive with the budget papers, giving 
important items as to the trade and commerce of India—probably compiled 
by the Director of Commercial Intelligence and Statistics. But this year 
that document has not been given to us.

The prosperity of the country is not dependent on the income which the 
treasury derives. It depends on the moral and mat*erial condition of the 
country and the best index of prosperity is our export trade. If there is an 
improvement in our export trade, if there is an increase in the index number 
of prices—these two are sure and certain guides to prosperity. The mere 
fact that our income is higher, and that we are getting accommodation in 
the money market at cheaper rat̂ s, does not show prosperity. Rather I 
should say the fact that money is available to Government at cheap rates 
shows that there is no profitable investment possible for the money. It shows 
that our industrial progress has been retarded, that no money is being invest­
ed in industries. It proves that as people cannot find any other avenue of 
investment, they are going in for Government securities at low rates of interest. 
Therefore it should not be regarded as a sign of prosperity. I do not blame 
the Finance Department for all our ills,' but I do claim that if they do not., 
realise that we are still in a bad way, that our trade and commerce has not. 
improved, they are likely to neglect it more than they have done in the past 
It is from this point of view that I wish to impress on the Finance Depart­
ment the desirability of doing something concrete to improve our prioes. 
May I just remind the House of one fact which will illustrate my point. The 
value of the principal agricultural produce of my province, Bihar and Orissa, 
was something in the neighbourhood of Rs. 137 crores in the year 1928-29, 
while last year for which we have figures the value of the principal crops of 
Bihar and Orissa fell to Rs. 55 crores. We are having 40 per cent, of the 
income that we used to have in the year 1928-29. Does that show that wê  
are anywhere even in the neighbourhood of prosperity ?

T he H onourable the PRESIDENT Is that not the case all over 
India ?

T he H onourable Mr. HOSSAIN IMAM : It is not the case all over 
India. In the Punjab it was Rs. 76 crores in 1928-29 ; this year it is Rs. 40 * 11 
crores, which is nearly 55 per cent. There are other provinces even more 
unfortunate than Bihar and Orissa. In Burma the prices have fallen from 
Rs. 63 to Rs. 23 crores. All rice-producing provinces are in the trough of 
depression and nothing has been done to ameliorate our condition.

The care which the Honourable the Finance Member has shown for pro­
vincial autonomy is really admirable, but I hope that he will not be content
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by providing for a surplus budget for himself but he will see to it that the 
provinces when they inaugurate provincial autonomy do have surplus budgets. 
If he can achieve this, I think he will deserve the thanks of India. Perscmally 
I would not have tapped the match excise duty. That was an item of taxa­
tion which ought to have remained in reserve for the inauguration of pro­
vincial autonomy. Unless we have some sources of income in the centre 
on which we can fall back, we cannot give anything to the provinces from 
income-tax receipts, and without that it ia impossible for most of the provinces 
to balance their budgets.

Sir, there is one item in the speech of the Honourable the Finance Mem­
ber to which I wish to refer particularly. That, Sir, is in paragraph 31 in 
which he refers to repayment of the sterling loan. It will be in the memory 
of this House that I have been trying to induce the Finance Department 
to do this very desirable thing for the last three years, but my experience, 
Sir, has been very sad. The promises even of the Finance Member have been 
honoured by breach. The pledges given in this House by the Finance Seore- 
tary have been dishonoured. Last year the Honourable the Finance Member 
in his speech as well as in the explanatory memorandum said that he would 
repay maturing obligations without contracting any fresh sterling loans, but 
we Imow that that did not transpire. Since 1932 we have repaid enormous 
sums of sterling loans, but not one of them has been paid back without con­
tracting fresh sterling borrowings. I would therefore request the Finance 
Member to tell us whether he has been authorised to make this announce­
ment by Whitehall, whether he has authority from the powers that be------

T he H onottbable thIe PRESIDENT . I do not think that is a fair 
question to put to the Finance Member.

, T he H onoubable Mb . HOSSAIN IMAM : Without that assurance 
the promise is not worth the paper on which it is written. For the last four 
3rears promises of this sort have been made by the Finance Department with 
all solemnity, but dishonored. I am insisting on this because this happens 
to be the last sterling loan which is repayable ; for five years there will be 
no sterling loans repayable. The next one comes in 1942. Therefore we 
wish to be assured that it is not an empty promise but there is something 
behind it.

Then, Sir, I was reaUy surprised that our rate of interest plus incidental 
expenditure which we have to pay for our ordinary loans is much below what 
we have to pay for our other obHgations. This is something extraordimiry. 
The usual course is that other obligations are contracted in order that they 
may be the cheaper method %f financing our requirements. But here the 
opposite is the case, whereas the over-all cost, including service of loans, manage­
ment of debts, writing do\̂ Ti of premiums and discount, etc., the all-inclusive 
rate on our loans comes to 3*75 per cent. On our other obligations the com­
posite rate is almost 5 per cent. The total amount mvolved in our other 
obligations is Rs. 247 crores only and the interest charge and the all inclusive 
cost comes to Rs. 12* 15 crores. That gives a rate of 5 per cent. It is some­
thing anomalous that our other obligations should cost nearly 50 per cent, 
more than our loan operations. I therefore request the Finance Depart­
ment to look into the matter and inaugurate a policy whereby this anomaly 
.may oeaite at least from the next year.
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Theh, Sir, I come to the Reserve Bank. The Reserve Bank representa 
att the present moment all the asset/S which we had in the Paper Currency 
Department as well as in the Gold Standard Reserve, with the exception 
that a sum of less than Rs. 40 crores which was a non-interest paying asset 
has been removed from there and kept back in the Government Treasury. 
But the difference between the income which we used to derive from those 
heads and the present income is so enormous that it does require some expla­
nation from the Finance Department for the very much reduced earning 
oapacity of this Department. Mr. President, under tlie heads XVI, XXVII 
and XXVIII, three heads of income which used in former days to give the 
income from the Currency, Mint and Gold Standard Reserve, in the year
1934-35 our income was Rs. 349 lakhs, whereas this year from those three 
heads we are going to get only Rs. 188 lakhs ; in other words, we are having 
an income of only half of what we actually got in 1934-35. That is some­
thing which ought to be explained and we ought to know why there is such a 
•decrease in our income.

I regret that our English expenditure also has not in any way been re- 
-duced. Our expenditure in 1934-35 after debiting the English income was 
Rs. 31 crores ; this year we are budgetting for an expenditure after taking 
into account our English income, of Rs. 31 ‘ 32 crores. There is an appreciable 
increase in our English expenditure, if we note the reduction of Rs. 122 lakhs 
in interest charges this year. That, Sir, is a thing which ŵe can never like. 
We would rather have it the other way round than in this way.

Then, Sir, I should have liked the Honourable the Finance Member to 
have said something more than he did about the Silver Redemption Fund. 
A bare statement that our securities have deteriorated and therefore we are 
going to have a smaller income is insufficient. It is secretive in view of the 
fact that formerly when we had the Gold Standard Reserve a quarterly account 
of it was published. We used to know exactly what were the securities held 
in the Gold Standard Reserve. Why has the procedure been changed ? Can­
not the account see the light of day ? Was it because it was so badly held 
that it had already deteriorated, that it was not considered advisable to 
publish any explanation or any facts and figures about the holdings ? Wh}" 
is it so ? Although we have diflFered fundamentally on the question whether 
it was right for Government to start the Silver Redemption Fund without 
•consulting the Legislature or not, that does not mean that no information 
should be communicated to us. Are we Sudhras that the Vedic mantras 
should not 4>e listened to by us ? According to the Finance Department 
no one but those who are in power have any right to know how these funds 
^ e  held.

T he H onoubablb  the PRESIDENT : Where is it laid down ?

T he H onourable  Mr , HOSSAIN IMAM : I say, Sir, the practice, the 
•convention was for the Gold Standard Reserve accounts to be published always. 
In the English constitution, Sir, as we all know, more things are done by 
iconvention and tradition than by written law.

Sir, there is one item of expenditure in which I think the Finance Depart­
ment has been unduly stingy. I refer to the Department of the Honourable 
the Leader of the House—the Department of Education. For three or four 
years, Sir, we have been asking that the cuts in the Aligarh and Benares Uni­
versities should be restored. Every year, Sir, we are promised that something 
will be done but when the year is finished and the next year comes, we find
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that we are where we were before. It is not sufl&cient for the Finance Member 
to promise in the other House that he will look into the matter. This thing 
does not involve a big expenditure,— ît is only an expenditure of Rs. 60,000. 
He has crores to distribute. Cannot he find Rs. 60,000 only to give to these 
two Universities, and make an announcement in this House that he is going 
to restore the cut that has long been overdue ? I know there are other 
deserving departments under the Honourable the Leader of the House which 
also have a claim for restoration. They may bo looked into. But this is so 
patently a just demand that I do not think it is sportsmanlike of the Honour­
able the Finance Member to withhold his consent.

Then, Sir, about the disposal of the surplus. While I am quite in agree­
ment that agricultural and rural reconstruction should go on, the other items 
of his s irplus disbursement do not meet with m}̂  approval in the same degree 
as this one does. Sir, it is a well known fact that in England all the realised 
surplus is devoted to the amelioration of debt, and automatically it goes into 
the sinking fund accoimt. We, Sir, toO; would have liked that in view of the 
fact that our sinking fund provision has been reduced, we should have a like 
provision that all realised surplus should automatically go to reduce our debts.

T he H onoueable  the  PRESIDENT; 'Wliat about the Aligarh 
University ?

T he  H onoubable  Mr. HOSSAIN IMAM: Well, Sir, that is in the 
current income. I do not want the restoration with back effect but if he i» 
80 kind as to give them all back dues perhaps we might reconsider our criticism.

Sir, the Budget shows that there is prosperity for the Government, that 
there is a reduction of surcharge for rich men, there is relief for the middle 
classes, but the Bucket is singularly devoid of any gesture for the poor. Not 
one of the taxes which hits the poor man, not one of his amenities or require­
ments have been looked into by the Finance Department, Railway fares 
have not been reduced by the Railway Department, customs duties have not 
been reduced by the Finance Department. The salt duty is there, and the 
kerosene duty is as high as ever. In his concluding paragraph the Honourable 
the Finance Member said that he has tried to steer a clear course and give 
something to everybody. But has he ? I should like him to enlighten the House 
as to what he has done for the masses. Even in the disposal o{ the surplus 
it is problematical whether it is given with altruistic motives of advantage for 
the masses or whether it is only a propaganda to wean them from the Congress,

There is one thing about the disposal of back funds which does call for 
some explanation from the Government. It is a strange system, Sir, that we 
make a block grant which is subjected neither by the Central Legislature nor 
by the Provincial Legislature to the detailed votes of the representatives of 
the people. If you regard it as a central fund a detailed report ought to be 
submitted to the vote of the Assembly. If you regard it that the Assembly 
has authorised you to give it to the provinces, the Provincial Councils should 
have a say in its disposal. A general Resolution is brought forward in the 
local Councils that this scheme be approved and the whole thing goes merrily 
ahead. It is not the right policy. When you say that you are trying to give 
us partial responsibility, when we are going to enter into a phase of provincial 
autonomy very shortly, is it advisable that this grant should be regarded a& 
non-votable, as something essentially for the up-keep of Government ? The 
only grants which are not subjected to the Provincial Legislature are
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thoee which are for the preservation of the steel frame. Are we to take it 
that this grant also is of the like nature and that our conjecture that it has 
been induced in just to give the Congress a back kick is true ? Is it expendi­
ture which is in the nature of police expenditure that it cannot be submitted 
to the vote of the House ? Either it should be submitted to the vote of the 
Assembly or to that of the local Councils ; otherwise there will be no assurance 
that this money is being spent in the right manner and in the right place. 
We have grave suspicion that this money will be spent in order to give relief 
to some pets of the Local Government. If a zamindar happens to be in the 
^ood books of the collector, his villages will come in first for the expenditure 
from this fund, rather than a zamindar who has the misfortune to belong to 
the Congress. This, and other things, of the same kind may happen. The 
scheme is very wide, it gives very great discretion to the local officers and even 
the provincial officers will have very little control over the disbursement of 
this fund. Therefore, Sir, I request the Honourable the Finance Member to 
reconwder the position regarding the method of disposal. We are thankful 
to the Honourable the Finance Member for these small mercies and we hope 
that next year he will go one better in this matter of realised surplus.

T he H onourable L ieutenan t-Colonel N aw ab  Sir  MAHOMED 
AKBAR KHAN (North-West Frontier Province : Nominated Non-Official) : 
Sir, before I commence ̂ my speech, I would like the Honourable the Finance 
Member or his Secretary carefully to note my points and give me a reply, 
because sometimes we do make our criticisms and we get only evasive replies. 
It is very unfortunate. Sir, that there are very few Honourable Members who 
<5an talk about the financial aspect. First, we have unfortunately lost you, 
Bir, who is a great financier, and secondly, Professor Kale ; still I hope that 
Mome response will be made to what little criticism we do make in the House.

Sir, I must congratulate the Honourable the Finance Member on his feat 
of having another surplus budget this year and I sympathise with him when 
he desires to convey the impression that India has been showing marvellous 

. powers of recovery from economic troubles, but the fact of the matter is that 
it is not really so. No doubt there have been increases of revenue under 
nearly all heads of income, but it can hardly be said that the process of recupera­
tion in India’s economic position has set in more strongly now than in past 
years. For example, it is not at all reflected in the Railway Budget which 
has shown a serious fal̂  in its earnings. To my mind, the policy of protection 
has led to a decrease in the total volume of long distance traffic between the 
ports and the inland centres, for in case it has been really successful, it must 
have created a larger volume of internal trade along with an increase in the 
volume of long distance traffic between the internal centres of a big country 
like India. It should not be urged also that the fall in railway earnings has 
been due to the rail-road competition, for the extent of the rail-road competi­
tion has been very much exaggerated out of all real proportion.

On the side of tax-revenue and non-tax receipts which are the two main 
wurces of Government’s income, a careful analysis of the financial position 
hardly warrants any rosy view of the future. On page 3 of the explanatory 
memorandum, we find that during the years 1923—1928 which are regarded 
as five years of prosperity before the present depression set in, the Government 
relied on net tax-revenue to the average of Rs. 67 crores and 67 lakhs a year. 
But the revised estimates for 1935-36 show that the income from this source 
has gone up to Rs. 76 crores and 17 lakhs, and in the year 1936-37 it is esti­
mated to stand at Rs. 75 crores and 8 lakhs. Thus there is an increase of 
nearly Rs. 8 crores in the tax-revenue after the year 1928. What then are
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we to think of the fiQancial system under which, in a period of acute depression; 
the pressure of taxation has increased by more than Rs. 8 crores as compared 
to the taxation in a period of comparative prosperity during the years 1923— 
1928 ? In the year 1932-33 Sir George Schuster, fkced with a similar situâ  
tion, explained on the occasion of int^ucing his budget of that year :

“ That tho need for increasing the tax-revenue has been forced upon the Government 
by the tremendous drop in the returns from the economic activities of the Government 
and in tho economic productivity of the country, on which the re venue from taxation 
depends’ ’ . *

Again in the year 1935-36, the net non-tax revenue has been only Rs. 4 
crores 47 lakhs and is expected to be even less in 1936-37. This means that 
whereas the burden of taxation has been increased up to the extent of more 
than Rs. 8 crores during the period of economic depression, there is no likeli­
hood of an appreciable reduction in it in the near future owing to the effects 
of this depression on the national finances. Hence tho fact remains that in 
spite of two successive surplus budgets, the financial position of the country 
is full of uncertainty and that we cannot look upon the future with equanimity 
and self-possession. At any rate the clouds of depression are not lifting at 
all. On the other hand there is an urgent need to cut down Government 
expenditure as much as possible and lower the taxation at least to the level 
of the period before depression, if not to a lower level.

The position of the agriculturists is as precarious as before owing to the 
low prices of their products and the crushing burden of their indebtedness. 
No foreign markets to sell out their produce at advantageous rates have sa 
far been found out by the Government in spite of the constant representations 
of their representatives in this House to achieve something at least in this 
direction also. I may say. Sir, that Trade Commissioners have been appointed 
and everything else has been done, but we have not seen any outlet so far and 
nothing has been suggested to us as to how to sell our produce and in what 
market. Their actual condition is really of a pauper demanding every 
sympathetic consideration to relieve them of it at every moment, but it is 
really a matter of surprise for me to find that nothing substantial to encourage 
them in their present plight has so far been taken in hand by the Government  ̂
and I am really pained to observe that the agriculturists as a class who form 
nearly 80 per cent, of the population of this country and with whom the- 
fortunes of the masses are linked up, are in the midst of the acutest depression. 
It is the duty of Government therefore to devise some means to relieve them 
of it at the earliest possible opportunity. At the same time it is also the duty 
of Government to stop the export of gold forthwith, for it is making the coimtry 
poorer day by day. According to the latest estimate the total value of gold 
exported from India since Great Britain went off the gold standard now 
amounts to Rs. 2,63,30,77,821, i.e., two thousand six hundred and thirty-three 
millions of rupees. To prevent such a heavy drain of gold, the Government 
of India ought to have resorted to some export duty on it, so that in case of 
its not having the desired effect it would have ultimately resulted in bringing 
in a tremendous lot of income to the Government.

Now, Sir, I would like to invite the attention of the Honourable the Finance 
Secretary to page 11 of his explanatory memorandum. At the bottom of that 
page, we find that in the year 1936-36 the protective duty on cotton fabrics 
of British manufacture yielded Rs. 80 lakhs less than the budget estimate, 
while the protective duty on non-British cotton fabrics yielded Rs, 90 lakhs 
more than its estimated income. In the estimates for 1936-37, the expected
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yield in the case of cotton goods of British origin would be greater than the 
revised estimate for 1935-36 by Rs. 40 lakhs, while the yield from non-British 
cotton fabrics is expected to be less by Rs. 35 lakhs. Does this mean that the 
Oovemment expect a revision of the protective tariff in such a way as to give 
preference to Lancashire and discriminate against non-British goods as 
demanded by the Lancashire delegaticm ?

Reductions and alterations in the income-tax are undoubtedly welcome 
and the raising of lower level for income-tax would be a soiu'ce of relief to the 
small man of the country, but a little more eflPort on the part of the Honourable 
the Finance Member to abolish all surcharges on income-tax and super-tax 
would have been h i^ y  appreciated by those eflFected by them. Surcharges 
on income-tax and surper-tax, Sir, were imposed for a period of a year and 
a half only along with the salary cut of the servants of the Grovernment of 
India, and it is really strange to see that of both these measures devised to 
make up the deficits in the Government budget, the salary cut of Government 
servants has been restored in toto a year ago, while the surcharges are still 
allowed to continue and it cannot be said with certainty as to when they are 
going to be abolished. Sir, the only purpose of the existence of any Govern­
ment is the welfare and the well-being of its subjects and all this depend on 
the burden of taxation borne by the subject community. In the case of this 
poor country we find that the interest of the subjects is always put next to 
those of Government servants. I do not grudge their emoluments, but as a 
matter of fact since they are drawing high salaries it makes no difference to 
them whether the cut in their salaries is restored to them at once or a little 
later. But the poor taxpayer is groaning under the burden of taxes and 
justice demands that he should be reliev<̂ d of it as soon as possible.

Besides this, the existing rates of income-tax and super-tax are proving 
too hard on the general taxpayer and especially the rates of the super-tax. 
This tax at the time of its imp^ition in the year 1918-19 was represented by 
Sir Malcolm Hailey, the then Finance Member, as a purely war measure. It 
is now more than 15 years that the war has terminated and yet this tax is still 
tied to our necks with all its exorbitant rates. Personally, I ani in favour of 
a universal rate of tax and I think it would be much better if the Government 
could see the advisability to adopt this form of taxation. Taxes in graduated 
rates are just like a millstone round the neck of the taxpayer and I would there­
fore impress upon the Honourable the Finance Member that a substantial 
reduction in the present rates of income-tax and super-tax is urgently 
called for.

Again, Sir, our system of income-tax assessment is replete with many 
defects. It is a matter of candid admission that India is a poor country as 
compared with England or any other country of the West. In England the 
rate of income-tax is not so high as in this poor country. Family concessions 
which are allowed in England for wife, children and dependents are nowhere 
forthcoming in the Indian Income Tax Act. Again, there is an exemptable 
minimum of £130. If a man’s income is £700 a year, he is given the advantage 
of decreasing it by £130 and thus his assessable income is taken at £570, but 
there is no such concession in India. The taxpayer here does not receive 
any compensation through the provision of unemployment relief by the State 
or contribution to unemployment insurance like many other coimtries of the 
world. Moreover, there is no provision to allow compensation of losses in 
business as is the practice in United Kingdom. All these deficiencies in the 
matter of making assessments are worth consideration and provision in the 
Indian Income Tax Act. I hope the Honourable the Finance Member will 
very kindlv see to it as soon as possible.

' * B 2
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Postal oonoession on letters is a small oonoession. No doubt, it will benefit 

the business man and the middle class, but I am afraid the poor masses will 
not derive any advantage out of it. The poor people who are in an overwhelm­
ing majority than others cannot have the means to write covered letters and 
are therefore more in the habit of using post cards only. Hence it is highly 
imperative that there should be a reasonable reduction in the price of the post 
caid. At the same time reduction of the book and the packet post rates to 
the former level of half an anna for every five tolas will be very much 
appreciated.

On the expenditure side much necessity is generally felt to reduce the 
military budget still further, and although His Excellency the Commander-in- 
Chief explained it the other day that it will be impossible to do so in the nsar 
future owing to the present-day necessities of keeping apace with the up-to- 
date standani of military equipment, yet I hope that he will be graciously 
pleased to do all in this connection at a favourable opportunity. Next to that 
the civil expenditure stands in urgent need of considerable economy. There 
is little justification for the restoration of salary cuts so long as the burden of 
taxes remains considerably heavier than before. Moreover, it is necessary 
to realise that the prevailing depression in India can hardly support the 
present-day top-heavy structure of administration. The scales of salaries 
which are unduly high should be reduced considerably, especiaUy in view of 
the fact that the purchasing power of the rupee has increased a great deal 
during the period of economic depression.

I would also like to make a passing remark on the public expenditure to 
be increased on relief and reconstruction in Quetta. Since it is made charge­
able to central revenues and it is the second instance of this kind, the first 
being in the case of the Bihar earthquake, I am afraid the Government is 
creating a precedent for themselves to follow in the event of such-like calamities 
in other provinces. I do not grudge it. It is a very creditable thing. But 
I would like to know whether, if an earthquake or some other calamity were 
to occur in another province, the Government of India’s help would again be 
forthcoming ? That is what I should like to know ?

With regard to the deficit provinces, I must say that in the first place there 
is no need to create new ones, for it unnecessarily augments the burden of 
taxpayers who are already groaning under its unbearable weight. The new 
provinces of Bihar and Sind has entailed a further expenditure of Rs. 168 
lakhs on the budget of the country, and although I do not expect that settled 
facts can be unsettled, but what I do contend is that these poor provinces 
should cut their coat according to their cloth. For instance, they should be 
advised to avoid all costly paraphernalia of administration and in case 
this policy is pursued, I hope it will be possible for them to cut down not only 
the initial expenditure but a good deal of the subvention sum much to the 
relief of the already harassed taxpayer.

Now a few words with regard to the utilisation of rural development fund. 
The grant of Rs. 30 lakhs for agricultural research is quite welcome, but I 
wish that the agency for disseminating the results of research amongst the 
peasants should be efficient enough, otherwise the expenditure of this money 
from the rural development fund will not justify itself. Secondly, the grant 
of Rs. 10 lakhs to the Indian Research Fund Association mainly for schemes 
connected with prevention or cure of malaria is a step in the right direction. 
But I feel that more money should have been found for the prevention or cure 
of many preventable endemic and epidemic diseases besides malaria and for
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• the improvement of general sanitation, and this money should have been̂  
obtain^ from the general revenues rather than from the meagre resources 
represented by the rural development fund. Thirdly, one may welcomo the 
grant of Rs. 5 lakhs for the benefit of cottage and small scale woollen industries. 
But when there are numerous cottage industries whi6h equally deserve the 
fostering care of the Government I do not understand why an isolated industrŷ  
should have been chosen for special favour ? I wish the Government had 
spared more money for fostering the development of cottage industries in 
rural areas, specially in view of the fact that the growth of such industries 
would create supplementary employment for the agriculturist and relieve the 
extreme pressure of the population on the soil.

Sir, these are my remarks. I want some replies to my criticisms.

T he H onourable K han  B ah a d u r  Sy e d  ABDUL HAFEEZ (East 
B en ga l: Muhammadan) : Sir, as I rise to support the Budget presented by 
the Honourable the Finance Member, my joy and delight know no bounds, 
and I hardly find words to thank the Honourable Member. It is much to the 
credit of the Honourable the Finance Member that he has once more won 
our gratitude by presenting to us a surplus Budget. Sir, I should be very 
much misunderstood if it is assumed that I have been carried away by the 
mere personality of the Honourable Member, but I can say with great con­
fidence that every man having the welfare of the country at heart should 
feel the same way and should come with sincere gratitude and thanksgiving 
to one who has spared no pains to stabilise the finances of the country.

Only the other day, we had the occasion of finding that the Railway 
Budget ran a big deficit, and today, when we put them to contrast the relief 
is more vividly brought out. Today, we find ourselves confronted by the 
second budget of Sir James Grigg with a realised surplus for 1934-35 of almost 
Rs. 5 crores, instead of Rs. Sj crores estimated a year ago. For the year
1935-36 he gives us a budget with a surplus of Rs. 2,42 lakhs which speaks 
of his great abilities in handling the finances of India.

The average business men and middle class people had to face very great 
hardships when in the year 1931 Sir George Schuster, with a view to balance 
the finances in those terrible days of world-wide economic depression, imposed 
a surtax of 25 per cent. But the then Finance Member assured us that as 
B oon  as the finances took a better turn, he would abolish the surcharge to what­
ever extent it was possible. Happily we are finding gradually his worthy 
successor has reduced the surchage to two-thirds of what was imposed in 
1931. I hope those aflFected by tĥ e surcharge will now find great relief, and 
enjoy perfect ease at their hearts. I fervently hope that if the Honourable 
Member persists in the steady progressive way in which he has hitherto handled 
the finances, I have every hope that we should in the near future get rid of 
the surcharge which was undoubtedly a great burden on the people of India.

One great relieving and happy feature of the Budget is that the Honour­
able Member has, with a clear insight to the reasonableness of the claims of 
income-taxpayers reverted to Rs. 2,000 annuaily, as the minimum taxable 
income, and has thereby totally abolished taxes for incomes between Rs. 1,000 
to Rb. 2,000.

Another very right move which he has so appropriately taken in the 
direction of removing the diflSculties that must have been experienced by every 
correspondent of letters, is that he has raised the weight of one anna letters 
from half a tola to a tola.
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It is highly gratifying to not« that he has, over and above those relieib 

mtotioned, kept a considerable amount for the subvention of Sind and Orissa 
and a considerable amount has been credited to the reserve fund for the 
purpose of financing the central budget in the coming days of provincial 
autonomy.

From the balance of Rs. 1 crore 73̂  lakhs of 1935-36 surplus in the rural 
development fund it has been proposed to allocate Rs. 30 lakhs to agricul­
tural researches. Here, Sir, 1 cannot resist the temptation of remarking that 
undoubtedly and pre-eminently an agricultural country as India is, and as 
seven-tenths of the total population of this vast country is depending for 
their livelihood on agriculture, it would have been, in my opinion, far more 
advisable if a greater amount was allotted for the betterment of ways and 
means for greater and better quantities of agricultural products. The culti­
vators in our country, I must say, who possess land which surpasses in pro­
ductive power any land of the world, can hardly derive its fullest benefit 
only because of the want of modem knowledge in agriculture, and because 
of their adherence to the ways and means of their great, great grand-fathers. 
I should also like to point out in this connection that the amount kept for 
the prevention of malaria is much lower than could reasonably be expected.

Sir, in my constituency, whenever I was out in the countryside, I was 
benumbed to see those panic-stricken ghastly faces of the peasants suffering 
from that fatal disease which we call malaria, which every minute lessens 
their numbers by one. Sir, if it is to be realised that so long as I had been 
speaking here, some ten men must have died of malaria in Bengal. T think 
the crudest heart will question about the propriety of the amount allocated 
for the purpose, and I should ask the Honourable Member to befî tow his utmost 
attention to the prevention of this dire fatal disease that is making the thickly 
populated villages of Bengal almost deserted day by day.

Sir, another outlay of the surplus of the 1935-36 Budget which is apt to 
raise some grunts of unrest and discontent among certain communities is 
that for initial building equipment. Sind has Rs. 17J lakhs, whereas Orissa 
is to have Rs. 27J lakhs. Sir, in the name of fairness and justice, I should 
say Sind ought to have an equal amount for the above-mentioned purpose, 
if not greater.

I think I have clearly stated my views on the Budget and 1 conclude with 
thanks to the Honotirable the Finance Member and the Secretary of the 
Finance Department for with them at the helm of the finances of India, we 
shall steadily advance towards better days, when the finances of India will 
be on a firm footing then we shall have no more anxiety about them.

T he H onourable K han  B ahadur  Naw ab  Chaudri MUHAMMAD 
DIN (East Punjab : Muhammadan) : Sir, the budgetary position has been 
one of gloom and anxiety since 1931 and it is a great relief to find that after 
all it has been possible for Sir James Grigg to present a bright Budget. The 
Finance Member is to be congratulated on his clear statement and the admir­
able handling of statistics. The abolition of the tax on incomes between 
Rs. 1,000 and Rs. 2,000 and the substantial reduction in surcharge would 
mean a great relief to the taxpayers. The welcome reductions in the postal 
rate is iaqo'lher much needed relief which will be apprecja^d by the peppje 
jCft the î puntry. I hope it will be ppssible for the Finance Meml^r to give, a 
ri^uction in the rate of the post can! also in the next year.
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The allocation of funds for agricultural research and rural uplift is a 
12 N o o n  bright feature of the Budget although the money allotted under 

this head is not sufficient. Sir, the prices of agricultural pro­
duce in the country are still very low. Wheat was selling at Rs. 2-2-0 per 
maund at Amritsar and Lahore yesterday. The zamindars all over India 
Are in great distress. Vigorous measures should be taken for rural relief and 
for finding markets for the agricultural produce of India, The provincial 
•deficits revealed in the provincial budgets show that it would be most difficult 
for the provinces to carry on under the new constitution and that there is a 
•danger of provincial autonomy being wrecked from the financial point of view. 
The remedy for the situation lay in a determined attempt to improve the 
agricultural position and to remove the poverty of the ryots.

I would also urge strongly that the cuts to the Universities of Benares 
and Aligarh should be restored as early as possible.

♦ T he H onoubable  Mr. SATYENDRA CHANDRA GHOSH MAULIK 
(̂West Bengal: Non-Muhammadan) : Sir, I think I ought not to depart 

Srom tne almost established tradition of this Honourable House but must 
congratualte the Honourable Sir James Origg and his colleagues of the Finance 
Department, this year more so, for having been able by a piece of good fortune 
to present ua with a surplus Budget. At the same time, to be fair the people 
of this country must also come irr for their share of the praise for bearing 
the burden of emergency taxations almost to the breaking point. It is there­
fore very natural to expect that they are the people who must get some relief 
•out of this surplus. For a number of years taxation after taxation has been 
piled upon them. What in the nature of import duties, both protective and 
revenue, and excise duties, the people of this country have been practically 
bled white. The Finance Member points out that he has made a reasonable 
compromise between the claims of the agricultural producer and the claims 
of the direct taxpayer. But what sort of a compromise it is one fails to under­
stand.

When there is a surplus, the services get the first consideration and their 
pay cut is restored. Next comes the surcharge uaZZa//̂  who get a reduction 
•of their surcharge. The neit lot are the people who pay income-tax on an 
income of below Rs. 2,000. But the poor agriculturists who form tĥ  bulk 
•of the population and the teeming millions of day labourers who can scarcely 
manage to have two square meals a day are exactly in the same position as 
they were a few years ago. All the indirect taxations are there. The prices 
of the primary commodities are still heavily depressed. The agriculturist 
is unable to earn enough to pay land revenue and defray the expenses of 
agriculture. What attempts have been made, if one may inquire, to find a 
ready market for agricultural produce ? Is there better marketting facilities 
for local produce ? Has much been done to improve the breed of cattle and 
has village sanitation and health been properly looked into ? These are some 
of the problems which must attract the attention of the Government and 
remedies found out before relief is meted out to the direct taxpayer.

It will no doubt be pontended by the Honourable the Finance Member 
that the rural development fund is there to be utilised for this purpose. 
In fact, last year, in introducing the budgetary proposals, Sir James Grigg 
proposed that the fund so allocated for rural development would be utilise  ̂
for schemes approved by the Governnient of India which will improve tĥ

. * Not oorrocted by the Honpurable Member.
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economic position of the people. Second, it will be devoted only to scheme* 
which the Local Government would not otherwise have been able to under­
take in the immediate future. Then again he goes on further to say ;

“  Whether those schemes take the form of the introduction of improved methods o f  
agriculture, the establishment of indastries to fijive employment to, and increase the int-om» 
of, the cultivators, or measures designed to effect a general improvement in the condition 
of village life

is to be worked out by the Local Governments according to their individual? 
needs. He goes on further to express that the Government of India have 
a very deep concern for the welfare and prosperity of the cultivators. Now, 
let me inquire to what extent the benefits sought to accrue to the agricul­
turist have really accrued ? Has there been any scheme started which would 
really improve village life ? Have the unemployed been provided with em­
ployment ? Has sanitation in rural areas been improved ? Has there been 
an increase in the income of the agriculturist ? Some of the Provincial 
Governments have undertaken schemes with very little or no tangible result.. 
What could easily have been financed from provincial revenues is now being 
financed from this allocated fund. I urge that these schemes before they 
are finally sanctioned should be thoroughly examined by the Public Accounts 
Committee. •

Now, Sir, I understand the Government of India otock a huge amount of 
quinine. Why not let the malaria-stricken people get this medicine at the cost 
price ? Bengal is a province where malaria is a great menace and she also i» 
the province where the Government of India have cinchona plantations. 
But even out of this commodity the Government of India is making a large 
profit. Why not distribute free quinine and lower the price of quinine so that 
it would at least bring relief to the people who suffer from this malady ? The 
loss in income may be met from this rural development fimd.

Then again, coming as I do from that part of Bengal which was one of the 
centres of the silk industry and which produces the once fashionable Carmichael 
handkerchief, I would urge that the silk industry be revived. It would help 
the agriculturista to a great extent inasmuch as they would be able to meet 
their rents and other demands from the sale of silk and keep tho paddy for their 
own ^rsonal use. It would on the other hand countermand the slump in jute 
But here again we have to be protected against artificial silk flooding the market

About the deduction in the postal charges, I think it has already been 
pointed out by various speakers who have spoken before me that we welcome 
it though we may not be very grateful for it. But that I would suggest is the 
reintroduction of the half anna post card. It was said by the Honourable the 
Finance Member in another place that it would cost a lot of revenue—to the 
tune of about Rs. 50 lakhs. But as he has on his own admission departed fromi 
the orthodox canons of finance he might as well utilise some of the surplus for 
introducing the half anna post card. That would be very much welcomedC 
by the people and he would earn the thanks of the whole of India.

Coming now, Sir, to that department of the Government of India which 
works, if I may so, in the zenana of the Imperial Secretariat—I mean the 
Defence Department—it calls for a certain amount of criticism. Year in and. 
year out, both in this House as well as elsewhere, the non-official Members 
have urged a reduction in the army expenditure but with very little result. 
Only tKe other day, in reply to a Resolution moved in this Hoase, His 
Excellency the Commander-in-Chief said that we might expect an increase* 
in the army expenditure. That is not a very good sign. Of the Defence
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services affected, the Administrative and Amiy Headquarters, Staff of Com­
mands, etc., consume more than half of what is required to keep the fighting 
forces. This is a thing which requires careful scrutiny. The Indianisation 
scheme, if properly pursued, would bring about a reduction in those expenses. 
A country where the masses are in extreme poverty cannot indulge in the 
luxury of such a huge standing army. Wr at I mean to suggest is reduction- 
of the standing army and an increase in the reserves. In the reservists you get 
the nucleus of further expansion in case of emergency. Another thing is to* 
expand the territorials and bring them up to the requisite standard of efficiency. 
They are the second line of defence and they are Jess costly to maintain.

Finally, Sir, I would request the Honourable the Finance Member who 
watches carefully the political barometer and is anxious to see that the political 
thermometer may not rise to endeavour to reduce the burden of taxation for 
the masses, to make the people happy and contented and win their hearts. 
Do not kill the goose that lays the golden egg.

“ Princes and knights may flourish and fade,
A breath has made them a breath can take.
But the bold peasantry the country’s pride,
When once destroyed can never revive

T he H onourable  Mr. SHANTIDAS ASKURAN (Bombay; Non- 
Muhammadan) : Sir, I congratulate the Honourable the Finance Member
on the good fortune which he has had in the two budgets that he has presented 
to us last year and this. On both occasions he has been able to announce 
surpluses. Sir, if it were a choice between cautious estimating and over­
estimating. as a business man T would every time prefer the former procedure. 
But I must repeat the complaint which has been made from many quarters 
during the last few days that the Honourable the Finance Member, in resorting 
to this practice of under estimating his revenues, is not fair to the taxpayer. 
He has made claims in the course of his Budget speech that he believes in 
orthodox finance. But, Sir, may I ask him whether it is net a cardinal principle 
of orthodox finance that no more should be taken out of the pockets of the 
taxpayer thpn is absolutely necessary for the requirements of the Government ? 
A surplus. Sir, clearly indicate:̂  one thing only, namely, that the taxpayer 
has not had his due measure of relief. Last year, at any rate, the Finance 
Member had the excuse of being new to the country. On that occasion. Sir, 
he ignored the advice of the business community in India with the result that 
he has admitted this year that they were right and he was wrong. By under 
estimating his revenues and denying relief to the taxpayer, he is, if he will 
permit me to say so, hampering the return to normal economic conditions in 
this country. I must add, Sir, that he is again committing the same mistake, 
for it is my firm belief that he would be justified in budgetting for a larger 
revenue this year and affording more relief to the taxpayer. There is absolute­
ly no justification, in my opinion, for retaining the surcharges on income-tax 
and super-tax.

Sir, I would apply two main tests to the budget stat-ement presented to 
us. In the first place, does it reflect the real conditions of the masses of 
the people in this ountry ? Secondly, Sir, I would ask, is there any suggestion 
in the Budget of any measures for reviving the economic well-being of the 
country ? On neither of these two standards. Sir, can this year’s Budget be 
regarded as satisfactory. I was astonished to read his statiement that Indiâ  
has a marvellous jpower of recuperation from economic troubles. If he seriously 
means to suggest that because there is a surplus it is a legitimate conclusion  ̂
that India is on the road towards economic recovery, there will be very few 
who will agree with him.
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May I ask him, Sir, whether he has forgotten the Railway Budget 

present^ by his colleague, the Commerce MemW ? May I ask him further 
whether he has read the statiemcntfl made by the Finance Members of t^e 
various provinces ? I referred last year in my speech to the great straits t<> 
which the Bombay Presidency had b^n reduced by the economic depression 
and the new measures of taxation to which she has had to resort to make both 
ends meet. Anyone coming from Bombay need not be reminded of the severe 
curtailment of expenditure even on essential services in my presidency.

In your province, Sir, the Central Provinces, the Finance Member 
observed last week that all works of progress were at a standstill and schemes 
-of development had been held up indefinitely.

The Governor of the TTnit̂ d Provinces observed:
“  We find that so far from having any surplus that can ho devoted to improvexncnts 

.•nd development, we are faced with a most formidable condition of deficit .

Sir, it is not necessary to elaborate this argument further. It is the pro­
vinces which in the main are responsible for the nation-building departments 
and they are being starved, though I gladly recognise that some little assistance 
has been given by the Covernment of India last year and this for rural uplift 
and other schemes designed to improve the health and welfare of the people.
, While on this point, Sir, I would like to congratulate the Honourable 
Member on increasing his g ânt to the Imperial Council of Agricultural Research, 
and I particularly welcome the active interest he is showing in dairy farm­
ing. Here is a field somewhat neglected in the past, but well worth the 
attention of the Honourable Member for increasing possibly by hundreds of 
crpres the economic resources of the agriculturists, ..

I also welcome the grant of Rs. 10 lakhs for anti-malarial work. I am 
ĉ ne of those who feel strongly on this question of fighting malaria. I would 
invite the Honourable Member’s attention in the name of sulTering humanity, 
particularly to the following remarks of the Public Health Commissioner :

“  India cannot hei’self produce anything like the amount of quinine her population 
requires and present prices make it largely a prohibitive luxury to most of her people 
It is urgently important that larger (quantities should be made available, for it is difiRcul 
to suggest other means of succour to the millions who suffer from this deadly disease

(At this stage the Honourable the President vacated the Chair, which was 
taken by the Honourable Sir Phiroze Sethna.)

I^t me now turn, Sir, to some other aspects of the Budget. Having 
taken part in a debate on our defence expenditure in this House only a few days 
ago, I need not repeat the arguments I used then, except to observe that the 
first speech of His Excellency the Commander-in-Chief has caused considerable 
disappointment. Can His Excellency seriously deny that the army in India 
does serve an imperial purpose ? Is it not always available and sometimes 
used for purposes other than the defence of India 1 Is it not true further that 
the Imperial Government has a predominant voice in determining the cost 
and the organisation of the army in India ? His Excellency’s predecessor. 
Sir Philip Chetwod ,̂ said in a debate at Simla in this House last September 
that it was a very good thing that the question of a contribution from 
British revenues for our defence expenditure should be discussed, 
though ; he regarded jbhe time as inopportune for asking for a 
contribution. /At the same tinie, added, both the- Goyonmieut of 
India and he personally had the fullest sympathy with the hope ]^ t
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teventually Britain should pay more. Sir, we maintain the vi^w that today 
Britain’s economic and financial condition is unique in the world and she must 
consider the question immediately of an adequate contribution to India's 
military expenditure. I would urge both His Excellency and the Government 
•of India to renew their efforts in this direction and continue them until success 
is achievod.

Assuming, Sir, for the purposes of argument that the army in India is 
intended mainly for internal security purposes, may I ask whether the expendi­
ture of more than half of our general revenues on defence can be justified 
•either on grounds of economy or statesmanship ? There are many millions of 
the unemployed both among the educated classes and the masses in India. 
I quite agree with His Excellency Sir Harry Haig who, in addressing the United 
Provinces Council laat week, referred to the unemployment problem as aflFect- 
ing the future development of India in a vital manner.

No State can thrive ” , he aaid, “ unless suitable employment can be found for the 
great majority of our young men. If hopes are disappointed and ideas turn sour, we are 
in danger of poisoning the life of the community

The Right Honourable Sir Tej Bahadur Sapru speaking on the same 
subject this week frankly confessed that if he were an educated young man 
today, with all avenues of service blocked, his mind would certainly run on 
anti-Govemment lines. Here, Sir, is the line which the Government of India 
cshould actively pursue for safeguarding internal security—not by piling up 
our defence expenditure which is an intolerable burden on the community, 
but by following that Professor Keynes has recently called (in his book on The 
General Theory of Employment, Interest and Money), “ a national invest­
ment programme I would commend the wise observation of so eminent 
an authority to the notice of the Finance Member. He laid great stress on 
nations providing themselves with full employment by their domestic policies.

I must also say a word. Sir, about Quetta. Nothing that I have heard on 
this subject has shaken my conviction that in the first place the estimate of 
Rs. 7 crores for the reconstruction of Quetta is far too extravagant, having 
regard to our slender resources. I have a fear, moreover, that the original 
estimate may be exceeded, as has happened with several major schemes in 
this country. The Finance Member, I suggest, should apply the pruning 
knife with the utmost vigour. Secondly, Sir, may I ask why, when so great a 
part of our debt is productive, he should be afraid to rebuild Quetta out of 
borrowed funds and afford some more relief to the taxpayer this year ? Quetta 
expenditure is, for all practical purposes, defence expenditure. Is Britain 
not spending this year £300 million on her armaments programme and all of 
it from borrowed capital ? If battleships and aeroplanes can be built for the 
defence of a country on borrowed money, why should Quetta stand on a 
different footing ? The Honourable Member cannot have it both ways. Sir, 
if ho advocates and defends the principle of debiting such capital expenditure 
to revenue, will he allow that principle to be observed by income-taxpayers 
also and grant them exemptions for those amounts ? It seems as though the 
Finance Member acts on the basis of “ Heads I win, tails you lose ” ! Sir, I 
would also like to add one further observation. Both the Right Honourable 
Sir Shadilal and Sir Muhammad Sulaiman who were members of the Indian 
Beffence Expenditure Tribunal in 1933 spoke of the frontiers of India as not 
otily our frontters, but also imperial frontiers of the first importance ; their 
proi^ction beiqg an imperial no less than an Indian interest. Quetta, beyond 
q,ue9tion is an imp îaJ, i ôptier post. JGxpenditufe pn Quetta,, therefore, 
^bould coQ)̂  put of Brit^h ^  muc  ̂ out.of tndiw rever̂ uea. I would ui^
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the Finance Member and His Excellency to put their heads together and demand 
at least half the cost of Quetta reconstruction from His Majesty’s Government.

Sir, if the Finance Member will not mind my repeating it, the country has 
been passing through grave economic distress. Let him look at his own figures. 
The loss resulting from the raising of the income-tax level from Rs. 1,0(X) to 
Rs. 2,000 is Rs. 47 lakhs. In other words. Sir, there are in this country 
not even 150,000 persons who possess a taxable income of between Rs. 1,006 
to Rs. 2,000. It is manifestly unjust that with our economic resources so 
seriously depleted, he should not afford some measure of relief greater than 
announced in the Budget which amounts, according to my calculation, to 
about 2 per cent. only. I would beg of him most earnestly to consider whether 
he cannot remove the surcharges on income-tax and super-tax completely ? 
Secondly, Sir, I would ask him what the poor man gets out of this Budget ? 
Is it impossible for the Honourable Member to agree to the reduction of the 
price of the post card to half an anna—a measure which will cost him, as he 
thinks, not more than half a crore, though personally I regard this figure as 
too high an estimate. Much more than that amount. Sir, lies concealed, in 
my opinion, in his under estimating of revenue for the forthcoming year.

In concluding my observations, I would ask the Honourable the Finance 
Member to look back over the last few years and see the enormous load of extra 
taxation that we owe to his predecessor. Taking advantage, I fear, of the lack 
of organised opposition in the Central Legislature, no less than Rs. 35 croreg 
of extra taxation have been imposed on this country since 1930, which has been 
a period of rapidly dwindling incomes. According to the latest issue of the 
Annual Trade Review (for 1934-35) the value of agricultural produce in India 
has fallen between 1928-29 and 1933-34 from Rs. 1,021 "crores to Rs. 474 
crores, a decline of over 53 per cent. Can the country bear and can this 
Legislature tolerate the maintenance of taxation at this high level and see the 
money disappear mostly in the increase of administrative cost ?

Where, Sir, is the prosperity of the country ? Do the provinces reflect,. 
CAn the representatives of the rural areas, the landlords and the zamindars in 
this House, support this claim of the Honourable Member ? The cultivator 
knows only too well that there is no margin of profit in growing cotton or wheats 
oilseeds or any other crop today. If there were prosperity in this country, 
would Provincial Governments be compelled to consider in a time of financial 
stringency the remission of land revenue ? Sir, the Honourable the Finance 
Member must forgive me for saying that living for the most part in Simla and 
Delhi, with occasional visits to some of the provincial capitals and brief contacts 
with the business and commercial people, cannot give him a real picture of the 
economic crisis in the country. If he wishes to know the actual condition of 
the people in the rural areas, he must leave the beaten track and try to see 
things for himself. The Honourable Member says he is busy thioking of pro­
vincial autonomy. But, Sir, let me tell him that no constitution can succeed 
without adequate funds for programmes of social and economic reconstruction.

The H onourable Mb . R. H. PARKER (Bombay Chamber of Com­
merce) : Sir, I rise rather nervously, because I understood from what tiie
Honourable Nawab Sir Mahomed Akbar Khan said that he was proposing to 
have an earthquake if the Government of India would agree to pay for it t

It seemed to me that when I listened to the Honourable Mr. Raisman 
a week ago in this House that most of the Honourable Members received 
with mild approval the position and proposals so clearly exf^ined by him̂
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"with one sad exception. My Honourable friend Mr. McIntyre received with 
apparent glee the reference to the separation of Burma from India and to the 
-consequent eflFect on the finances of India. Now, curious as it may seem̂  
these references had exactly the opposite effect on me—I felt a brother'* 
love for Burma that never occurred to me before.

The Honourable the Finance Member in discussing the Budget last year 
suggested that “ imaginative financiers usually end up in gaol Now I 
must emphatically disagree with him on this particular point. He has had 
the great advantage of being connected with the Treasury of what is probably 
the financially best-managed country in the world, but I can assure him after 
many years of experience of business that in business imagination is essential. 
If you seriously consider what has happened in our lifetime you will, I am 
sure, be forced to the conclusion that without imagination with regard to 
what might or probably would happen in the future practically none of the 
âdvances that have been made would have in fact occurred. Government 

is only managing an extraordinarily large business. It is, I submit, because 
he refused to exercise or at any rate, give effect to, his imagination that his 
estimates have been so considerably inaccurate. Excess of caution can in 
jny opinion be just as harmful as the lack of it.

It seems to me to be almost a confession of incapacity to take up the 
attitude which the Honourable Mr. Raisman laid down in this House when 
introducing the Budget that we must count on no ground until we are actually 
iwtting our feet upon it. That explanation I cannot accept, and I am in this 
dilemma that I am driven to the only probable alternative which I can find 
in my mind and it is a serious one : it means that the Finance Member is 
failing in his duty which is to lay before the Legislature his considered views. 
If I am right he is deliberately treating expected income as unexpected non­
recurring revenue.

Had I not heard the detailed proposals for next year in this House before 
I read the speech of the Honourable the Finance Member, I would have been 
encouraged to hope he had changed his views when I came to the place where 
referring to the revenue anticipated from sugar, he ventured upon what he 
•describ  ̂as an enlightened guess

I wish that he could have seen his way to apply that attitude of mind 
a little more liberally as, for my part, I feel sure that; had he done so, he would 
have been ready to discontinue altogether the surcharge on income-tax and 
auper-tax.

Bitterly disappointed as I am and disagreeing with him as I do, I also 
feel in some doubt as to whether he has really followed the proper lines upon 
which the partial cessation of these surcharges should be brought about.

He first provides, and I think rightly, for a total abolition of income-tax 
on incomes between Rs. 1,000 and Rs. 2,000 a year and then proceeds to halve 
the surcharge on income-tax and super-tax respectively. It does seem to me 
that it wovdd have been more consistent either to reduce the income-tax on 
incomes between Rs. 1,000 and Rs. 2,000 and to reduce the surcharges on 
income-tax and super-tax or, having started by abolishing the tax on small 
incomes altogether, to abolish the surcharge on income-tax wholly next, leaving 
the last stage to be reached by the abolition of the surcharge on super-tax.

I would like to say how pleased I am that the Government of India take 
the view they do now with regard to Broadcasting. I regard it as one of the 
most important means of helping the country forward that is at present avail­
able and I was sadly perturbed when a few years ago Government took up
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an attitude completely opposite to that whioh they are apparently adopting 
today. I hope that they will continue to do all that they feel it is possible 
for them to do to assist Broadcasting, and that one result will be the selection 
of much more suitable announce than some of those at present employed.

Compared with most nations of the world we are in a fortunate financial 
situation, due very largely, as every member of Congress knows in his heart 
of hearts, to our allegiance U> the British Crown and our attachment to sterling.

With your leave. Sir, I would ask the Honourable the Finance Member 
to take to heart the following short quotation from a letter published in 2'he 
Times of India on the 3rd instant from Lord Haig to Sir William Robertson, 
written at a time when the position in France was extremely critical:

** The only point I am not in accord with you on is the desirability of issuing such 
pessimistic estimates from your latolligenc© Branch. They do, I feel sure, much harm 
and cause many in authority to take a pessimistic outlook, when a contrary view, based 
on equally good information, would go far to help the nation on to victory.

“ Personally, I fesl we have every reason to be optimistc;

The Honoueable Khai  ̂ Bahadur Dr. Sir NASARVANJI CHOKSY 
(Bombay : Nominated Non-Offioial) : Sir, it is a matter of satisfaction that 
the gloom that pervaded the previous budgets has to some extent been die?- 
pelled by the two budgets which the Honourable the Finance Member has 
presented to us. Apart from that, Sir, my special thanks are due to him for 
implementing the proposals contained in the Resolution which this House 
passed last session with regard to the Report of the Drugs Enquiry Committee. 
I am glad that the sura of Rs. 30,000 has been sanctioned to initiate the work 
in the Bio-Chcmical Section of the Central Laboratory at Calcutta ; as also 
in the Bombay Presidency, where the Haffkine Institute is about to under­
take a similar enquiry. This is just a beginning; but I do hope that as time 
goes on, more money will be found for these objects that will be for the ultimate 
good of the population. With regard to the grant of Rs. 10 lakhs to the Indian 
Research Fund Association for improvement in the conditions of village life 
and rural population, it has been laid down that the amount shall be mainly 
devoted to schemes connected with the prevention and treatment of malaria.

(At this stage the Honourable the President resumed the Chair.)
Previous speakers have already alluded to the subject and on more than 

one occasion 1 have brought it up before this House. All that I would say 
is that rural uplift— ŵhatever funds may be spent upon it through Imperial 
or other channels— ŵill be of no use unless the health of the population is 
conserved in the first instance and unless malaria-ridden tracts are freed 
from this scourge. Research will no doubt be directed to the prevention 
and cure of malaria ; these researches will take considerable time, but we 
possess in the meanwhile a remedy for immediate use. I see no reason why 
it has not been fully availed of.

Sir, in a Resolution that I moved in this House two years ago I referred 
to the use of the remedy that was cheaper than quinine, equally efficacious 
and the manufacture of which did not involve as much expense as quinine. 
We have known for a number of years that the cinchona plant from which 
quinine is prepared is very delicate and besides requires the optimum of con­
ditions for its growth. I then pointed out that there were other species of 
cinchona that were hardy and capable of cultivation in ordinary climates. 
The alkaloids derived from those are being prepared at present on a small 
scale in Madras plantations. It has been named totaqtiina and consists of
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ibbout 25 per cent, of quinine combined with other alkaloids. Govern­
ment once held large stocks of quinine ; and over 60,000 lbs. have been given 
to the provinces for free distribution, in addition to their normal free (fistri- 
bution and now about 150,000 lbs. have been retained as a reserve. But, 
iSir, there exist vast areas in this country where the hardier species can be 
planted. I regret, however, to say that the matter has not been explored 
as it should have been ere long before. The time has arrived when the Imperial 
Council of Agricultural Research should be entrusted to take up the cinchona 
question. Tnis body alone will be able to carry out further research if re­
quired and perhaps may be able to find something better than totaquinâ  
in case this drug is not eventually found to be as efficacious as has been hitherto 
declared. I am at a loss to understand the policy which has dictated the 
cultivation of cinchona in India. May I invite the attention of the Honourable 
the Finance Member to the November 1935 issue of the Indian Medical Gazette, 
where the whole quinine policy has been fully discussed ? It was shown therein 
that India has boon lagging far behind other civilised countries in the produc­
tion of a remedy that is of immense value to the masses. Look, for instance, 
at Italy. It has vast plantations in her African colonies and within two or 
three years it will not only be self-sufficient but will be exporting quinine. 
And here with our vast resources of soil, climate, etc., we have to depend 
upon the mercy of a foreign confederation to supply us with by far the most 
vital necessity for ensuring good health. It is not that the manufacture 
and sale of quinine has been unremunerative ! Then I should like to ask why 
we stand where we do in this regard ?

Next, Sir, I come to the question of schemes for rural uplift. Numerous 
questions are involved in it and it is not by a little scheme here and a little 
scheme there that rural uplift can be made to achieve results. The first con­
sideration is that India is beset with great difficulty owing to the fragmenta­
tion of holdings. Unless and until these holdings are consolidated there 
can be no improvement—not by legislative action—but by mutual and friendly 
adjustment and co-ordination among those concerned. Punjab has already 
demonstrated the feasibility of such consolidation. Another scheme of rural 
uplift which can well be copied is that associated with the name of Mr. Brayne. 
That has been adopted also in the Punjab and has done immense good. I 
therefore say, Sir, that the resources which have been placed at the disposal 
of the Provincial Governments should not be frittered away in small schemes 
here and there that are not likely to show results or prove attractive and useful. 
They should be directed to larger schemes in one or two districts that are 
likely to strike the imagination of the people with their utility and adaptability 
and serve as fruitful models. It is to be hoped that when the reports of last 
year’s grant are received and new schemes are suggested, the Honourable 
the Finance Member by exercising his rights over the grant will see that those 
schemes are of practical benefit.

Then, Sir, I come to the question of the grant of Rs. 30 lakhs to the Im­
perial Council of Agricultural Research for sugar research and animal husbandry 
including dairying. I am afraid we are in a very sorry plight with regard to 
the slaughter of milch cattle in India. The late Vice-President of the Imperial 
Council of Agricultural Research at the conference called here two years ago in 
drawing the particular attention of the Members of the Legislature to this sub­
ject, expressed the fear that if this practice was persisted in, the time may 
come when India, a pastoral country, shall have to import milk and butter 
from Australia and New Zealand. The evil is not confined to one part of the 
country. It appears that in Bombay the best breed of milk cattle used to be 
imported from Kathiawar. This stock has been annihilated and the result is
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[Sir Nasarvanji Choksy.] 
that it has had to import from some districts in the Punjab. And why t 
Because of certain barbarous practices that rendered the animals infertile.

T hb H onoueablb the p r e s id e n t  : We have discussed that question 
iihe other day. Will you now confine yourself strictly to the Budget ?

The Honoijbablb Khan Bahadur Dr. Sir NASARVANJI CHOKSY : 
Then, Sir, there is a nascent industry that affects the revenues of the country 
and that is the sugar industry. Every ill that it is alleged to labour under has 
been laid at the door of the excise duty. But the fact of the protective tariff 
is overlooked. Inexperience, mismanagement, failure to profit by expert 
advice, over capitalisation and cut-throat competition are responsible for its 
ills. They should set their house in order and not try to get rich quick. The 
work of the Imperial Council of Agricultural Research shows what an amount 
of both money and time is being devoted to research problems of sugar. Ques­
tions relating to the growth of sugarcane crops or utilisation of molasses, etc., 
have been and are being investigated. I think the time has arrived when 
India should be self-sufficient provided the industry is run on sounder lines. 
Sir, there are one or two questions about the enormous importations of sugar 
into Kathiawar from Java. It has been stated that the import of 50,000 tons 
has disappeared somewhere without pajrment of excise duty. Kathiawar’s 
imports of sugar have increased sixteen fold within two years and yet Kathia­
war has exported its own production of sugar into British territory to the 
extent of over 16,000 tons. That is far in excess of its productive capacity. 
Is not all this rather strange and inexplicable ?

Then, Sir, with regard to the general question of education, I would invite 
attention to my observations during the discussion of the Criminal Law Amend­
ment Act last session. I then said that we did not require ever-increasing 
battalions of graduates who cannot find employment, and I asked whether it 
would not be worth while closing our universities for a few years until the 
present unemployed have been provided for. Well, Sir, what does the last 
report of the Government of India on Education say on the subject ? It 
-Bays:—

“  The time is coming when the question of deliberate restriction -must bo oonsidered 
in the intereeta of efficiency and in the interesta of leBsDning educated unemployment

There is so much of unemployment that it will be physically impossible 
to cope with it. The number of university scholars is steadily increasing and 
at present they stand at over 113,000. There is an yearly increase of 
over 6,000 ! It is all very well to say : “ Back to the land ” , but prices of 
agricultural produce shall have to advancc considerably before this policy 
could succeed. And in the interim what should be done is the main question.

Finaly, I have to invite the attention of the Honourable the Finance 
Member to one item which would bring him more revenue and that is the restora­
tion of the stamp duty on cheques which was discontinued some years ago. 
It is likely to bring in a handsome return as it is only the l>etter classes who 
make use of cheques. The revenue from this duty may well be allocated to 
the different provinces.

Well, Sir, I congratulate the Honourable the Finance Member for the 
•great interest he has evinced in the economic development of India and I
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do hope that in the years to oome he will present us with even a brighter out' 
look.

T he H onoukable R ai Bahadur  L ala JAGDISH PRASAD (United 
Provinces Northern : Non-Muhammadan): Sir, it is very gratifying to find 
a surplus budget a Hecond time for the next year after several years of deficit 
budgets. But I greatly hesitate in agreeing with the Honourable the Finance 
Member that the increase in revenue is an index of the fact that recovery in 
India’s economic position has set in, because the actual state of our nationaJ 
economy, despite these surpluses, does not reveal much cause for satisfaction. 
No doubt the proposal of relief that have been announced as a result of sur­
plus in the Budget are most welcome so far as they go, but the state of affairs 
revealed points to the criticism that the relief to the over-burdened taxpayers 
has been considerably delayed. The speech of the Honourable Sir James 
Grigg shows that both in 1934-35 and 1935-36 the revenue was under estimated. 
And if there had been no miscalculation and the taxes had been reduced in 
1934-35 the rate of what the Finance Member calls the economic recovery 
would have been certainly greater. The way the Finance Member proposes 
to distribute the surpluses justifies his claims of financial orthodoxy, but I 
fear he is relying too much on what he caUs India’s ** marvellous power o f 
recuperation from economic troubles The leading figures on the revenue 
side may suggest that foreign trade shows signs of recovery but it cannot 
in my humble opinion be regarded as synonymous with economic recovery  ̂
While the Finance Member might well be congratulated on the lucky budget,, 
he must realise the parlous state of the country as a whole. Look at the hungry 
masses and the growing imemployment among the classes. About half the 
provinces are bai3trupt, the railways are a drag on the general finance and the- 
central budget looks like a mere actuarial statement on the raising and spending 
of money without any structural change in economic policy. I would therefore 
ask Sir James Grigg not to trust the country’s “ marvellous power of recupera­
tion ” as a substitute for a definite policy to make India as self-contain^ as 
possible.

As I have already stated, the proposals of abolition of income-tax on 
incomes between Rs. 1,000 and Rs. 2,000 the reduction of surcharge on income- 
tax and super-tax from one-sixth to one-twelfbh and the increase in the weight 
of one anna letter from a half to one tola and the adoption of a scale of an ad­
ditional half anna for every additional tola, are satisfactory so far as they go.. 
But the failure to reduce the price of the post card is deplorable. I attach 
very great importance to its r^uction to half an anna in the interest of the* 
poor masses. Sir James Grigg is reported to have stated in reply to criticism, 
about this in the Lower House that this would mean a loss of roughly half a 
crore of rupees, that a margin of two lakhs surplus in the postal budget is an 
optimistic estimate and that central revenues should not be used for subsidiz­
ing a commercial department. But, Sir, at a time when some other reliefs 
are being given because we have got a surplus budget, surely this being one of 
the most needed reliefs ought to be conceded. As to the contention that the 
postal department is a commercial department the Government should not 
overlook the fact that this department is also a public utility department and 
must be dealt with in that perspective also. . ^

I am glad to note from the reply of the Finance Member in the Lower House 
that the question of restoration of educational grants is under the considera­
tion of the Government and that a decision would be reached before long.
I hope that the Government will bear in mind the necessity of restoring the»
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{Rai Bahadur Lala Jagdish Prasad.]
gt^t to the Benares Hindu University and the Aligarh Muslim UnirerAty 
without a cut.

As regards income-tax I join the Honourable Sir Phiroze Sethna in reminding 
the Government of the public demand tiiat has not yet been conceded, that 
the losses in incomes of aasessees should be carried forward to three years 
in assessing income-tax.

Sir, I understand that the proposal of re-shuffling of portfolios in the 
Oovemment of India is engaging the attention of the Government and they 
have accepted the principle of creating a separate Ministry for Communica­
tions. In this connection, it is not clear whether the idea is to place one of 
the existing Members of the Executive (Council------

T h e  H o n o u r a b le  t h e  PRESIDENT : That does not form part of the 
Budget. Will the Honourable Member please confine himself to the Budget I

T h e  H o n o u r a b le  R a i B a h a d u r  L a la  JAGDTSH PRASAD; But, 
Sir, on the occasion of the discussion of the Budget, we can discuss every­
thing.

T h e  H o n o it ra b le  th e  PRESIDENT : I allow a certain amount of lati­
tude but this is a matter which purely concerns the Government of India— 
as to what they propose doing in their departments—and this is not the time 
to refer to it.

The Honourable Rai Bahadur Lala JAGDISH PRASAD: Lastly, 
Sir, I must request the Government to tackle the problem of unemplo3rment. 
Educated middle class unemployment is a menace which is assuming gigantic 
proportions in the country. It may be said that the solution of the problem 
largely depends upon the revision of the system of education and the expan- 
fiion of industries and agriculture which all are pro\rincial subjects. But the 
Government of India cannot divest themselves of their share of responsibility 
in the matter. There is little hope, for example, of industrial development 
without a revision of the currency and tariff policies by the Government 
of India. In this connection the House might be aware that the United 
Provinces Government set up a strong committee in 1934 under tho distin­
guished chairmanship of the Right Honourable Sir Tej Bahadur Sapru which 
last year investigated into the problem of unemployment in the United Pro­
vinces and has lately submitted its report making a number of valuable re­
commendations in the way of solving the problem. Only the other day the 
report of that Committee formed the subject-matter of discussion in the 
Provincial Legislative Council. It will be interesting to note what the Right 
Honourable Sir Tej Bahadur Sapru stated in the Council so far as the share 
of responsibility of the Government of India in this matter is concerned. 
He streased that the Government of India could not divest themselves of their 
share of responsibility in tackling the unemployment problem and urged that 
wisdom, experience, expediency and self-interest counselled that they should 
frankly recognise that it was time for them to bestir themselves in the matter 
lest they might be overwhelmed by deluge which he could distinctly foresee 

%n'oiild overtake us if the elders of this generation refused to be interested in 
problems affecting the minds of the younger generation who wore their future 
hope.

I^t us hope that this view expressed by an eminent stat.e8man and an e t - 
Law Member of the Govomment of India will not fail to have the desired
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effect on the Government of India bo far as their duty in £his impofrtant 
matter is concerned.

Thk H on oiibablu ! SfB DAVID DEVADOSS (Nominated: Indian
Christians) : Mr. President, Sir, let me join in the chorus of praise to the
Honourable the Finance Member on his being able to produce a surplui 
Budget for 1936-37. I must not omit to congratulate the Honourable Mr̂  
Raisman on his very lucid exposition of its det-ails. The Honourable the 
Finance Member richly deserves our thanks for restoring the old stat  ̂
of things by raising the taxable minimum to Rs. 2,000. ^sessing incomes 
between Rs. 1,000 and Rs. 2,000 caused a real hardship to the lower middle 
•classes and the heartless manner in which the temporary staff employed foe 
the purpose roped in people hardly getting Rs. 30 a month, created a good deal 
o f discontent against the Government. The relief is not only well merited 
but also timely.

On page 4 of the Financial Secretary’s explanatory memorandum the 
saving in cost of collection is given as Rs. 5 lakhs. It ought to be more, for 
the then Finance Member after lowering the minimum to Rs. 1,000 notwith­
standing our protest that the cost of colloction would consume a good por­
tion of the expccted income, cam  ̂ forward with a request for a grant of 
Rs. 18 lakhs—I am speaking from memory—for the pay of additional staff. 
This temporary or addition^ staff should be ruthlessly dispensed with. It 
is our sad experience that when Government appoints new or temporary 
staff the tendency is to invent reasons for its continuance until further orders. 
Seeing that we have tided over the crivs all the emergepcy taxation should 

1 r  M removed in toto and the reasons for not doing so are not
' ’ sound. The Government should not hoard up like a private

individual to provide against a possible rainy day. “ Sufficient unto the day 
is the evil thereof’ should be its motto, for it can always raise its revenue to 
meet its demands.

Some relief has been given as regards postal rates, but a greater and 
more welcome relief would have been the reduction in the value of the p j3t 
card to six pies. The Honourable the Finance Member stated in another 
place that the loss would be half a crore if three pies are given up. He has 
not evidently taken into account the larger volume of business that would 
accme thereby. There was a time when a post card cost only three pies. 
Did the Postal Department work at a loss then ? It was the Telegraph De­
partment that was losing heavily. If hfs fears are well founded let him raise 
the cost of press messages a little. He can be sure of increased income. 
Everybody, including the Finance Member, is afraid of the Press. If more 
income is wanted whj»̂  should he not reimpose the stamp duty on cheques ? 
He is sure to get Rs. 10 lakhs thereby if not more. When the stamp duty 
on cheques was abolished some years ago, it was said the Government wanted 
the people to be cheque-minded ? What about the poor ryot and the labourer 
who are only post card-minded. Their claim for relief is greater and more 
reasonable than that of the well-to-do who could afford to have bank 
balances. Where relief is needed it is not given : where it is not needed it is 
given :

** Unto every one that hath shall ba given and he ŝ iall have abondance, but 
from him that hath not shall be taken away even that which he hath ” .

 ̂ It is very laudable on the part of the Government to try to impoye the 
dairying side of animal husbandrj\ Let me-offer a suggestion. The Provincial 
<lovemments ought to be told that it is bad policy to keep all waste lands
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[Sir David DevadoasJ ,
in the plains as forest reserve. I am speaking with specicd experience 
Madras where the Forest Department in its enthusiasm has enclosed waste 
lands even near villages and towns as forest reserve with the result that the 
breed of cattle has greatly deteriorated for want of grazing facilities. Thi» 
dog in the manger policy ought to be given up for it is not a paying conoern 
and tends to irritate the people on account of the unscrupulous actions o f  
the forest watchers and guards. The Government maj say : Forests ** is a
provincial subject. I am aware that in Madras it is not only a provincial 
but also a transferred subject. Inasmuch as the Government is giving a 
substantial sum for a very proper and necessary object it might as well im̂  
press upon the Madras Government the desirability of disafforesting all forest 
reserves in the plains in order to facilitate the free grazing of cattle.

Madras has been for some time bitterly complaining of the apathy o f 
the Government of India to its urgent and crying needs. The cocoanut in­
dustry is being killed by the dumping of copra by Ceylon on the Indian 
market ? Hundreds of thousands of people who depend upon this industry 
are in a very bad plight. Unless immediate relief is given something serious 
will happen, especially in Malabar. It is to be regretted that there is nothing* 
in the Budget to indicate that the Government is intending to save this in­
dustry from extinction. "

Madras wants protection against the importation of foreign rice. Some 
relief was given last year but that is not sufficient. I take the following, 
figures from the answer given by the Commerce Member on the 11th ultimo 
in the other House. The imports from Siam from April to December, 
were :

Tons.
Rice . . .  . . . 7,766
Broken rice . . .  . 47,973
P addy...............................................................18,400

The newspapers say that there were large imports of rice from Siam 
during the last two months, I am not able to give correct figures but the 
total will be several thousand tons. The net result is that the price of paddy 
has gone down considerably. I learn that paddy is now selling in the southern 
districts at about 16 to 20 Madras measures for a rupee. The ordinary 
ryot is unable to pay the land and water-tax by the sale of the whole of his 
produce. How is he going to live and where will he find the seed paddy for 
the next cultivation ? He is sinking into hopeless debt and becomes virtually 
a slave to the money-lender. Unless relief is granted immediately there will 
be great distress among the agricultural population.

Madras has embarked upon large schemes like the Mettur project which 
have brought into cultivation thousands rather hundreds of thousands of 
acres of land. In most parts of the presidency paddy is the only crop which 
could be raised. The Honourable the Finance Member may nay : Oh, Madras
has a surplus budget, why do you complain ? ”  Anyb^y who looks l>eloir 
the surface will see that the Madras Government was constrained to give 
a remission of 12 pie of its land revenue this year as well as last y-ear 
and this remission is not an adequate relief. We should be thankful for small 
mercies. The ryotwari system with its fresh settlements every 30 years seeps 
the lifeblood of the people. Mad[ra8 is able to balance its budget by prac­
tising rigorous economy and by curtailing even necessary expenditura.
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Many of the transferred departments are practically starving. The Govern­
ment of India is indifferent, I will not say callous, to the claims of Madras. 
It is a far cry from Delhi to Madras. We seek a remedy which will benefit 
the Government of India as well. By imposing a duty of Rs. 1-4-0 per maund 
on ricC; Re. I on paddy and by raising the duty on broken rice by two annas 
Madras will get some relief and the central revenues will be benefitted to the 
•extent of at least Rs. 20 to Rs. 30 lakhs. Last year the duty of 12 annas 
per maund on broken rice brought in Rs. 10 lakhs. It is not my intention 
to provoke inter-provincial jealousy but it must be admitted that the Govern­
ment of India readily yields to the demands of the more clamorous and boister­
ous provincefl. It is ready to give subventions here and subventions there, 
doles here and doles there, but turns a deaf ear to the legitimate demands of 
Madras which will harm nobody. It is the old old story of the younger son 
who wasted his father̂ s] substance in riotous living is welcomed with music 
and dancing and supplied with any quantity of veal, whereas the sober, 
dutiful, law-abiding elder son is not given even a kid to make merry with his 
friends.

T he  H onourable  Sriju t  HERAMBA PROSAD BARUA (Assam : Non- 
Muhammadan) : Sir, I take this opportunity to congratulate the Honourable 
the Finance Member and the Honourable the Finance Secretary on their good 
fortune in presenting a surplus Budget for the second time in succession. The 
Finance Member has a realised surplus of Rs. 495 lakhs for 1934-35, a revised 
•estimated surplus of Rs. 242 lakhs for 1935-36 and has estimated a further 
surplus of Rs. 205 lakhs for 1936-37.

I first turn to the estimated surplus of Rs. 205 lakhs for 1936-37 which is 
going to be utilized in giving relief in income-tax and surcharges and concessions. 
in postage. The fixing of the taxable limit at Rs. 2,000 and the reduction of 
surcharges are really very welcome features of the present Budget. This, as 
well as the postal concessions, will be greatly appreciated by the middle class 
people. But what about the poor man’s post card ? The increase in the rates 
of income-tax and postages were emergency measures and they are going to be 
wiped out to the satisfaction of all concerned. But the three pice post card 
which was also an emergency measure has been left out of account. I submit 
that the Finance Member will see his way to reduce it to the level of half an 
anna and help the poor.

Out of the surplus of 1935-36, Rs. 45 lakhs is going to be given away to 
Sind and Orissa and the balance of Rs. 197 lakhs will be transferred to a 
revenue reserve fund to provide against the first year of provincial autonomy.

Last of all, Sir, I turn to the balance of Rs. 173J lakhs out of the surplus 
iof 1934-35 which will be available in the rural development fund and if pro­
perly spent will go a great way to ameliorate the condition of the poor villagers. 
•Grants for agricultural researches, for development of cottage industries, for 
schemes for prevention or cure of malaria ought to help the villager very much 
indeed. Another grant of Rs. 20 lakhs for the development of Broadcasting 
ought to go a long way towards the education of the cultivators and the masses 
and I hope every province will have her due share of it. Then the bulk of the 
balance of Rs. 108J lakhs will be allocated to the provinces to be spent on rural 
development work. In tliis connection. Sir, I beg to submit that instead of 
allocatmg it on a rural population basis it should be allocated according to the 
-actual needs of the country. Many thickly populated areas have already their 
municipal amenities but many a sparsely populated area has not the barest 
amenities for existence even. It is there that such benefits are most needed, 
there where the people die for want of the least medical aid, where men and 
'Cattle drink water from the same polluted pool, where there is no means of
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commmiication or where there are apologies for roads which during the rain® 
are nothing but bufiFalo wallows, I hope the Government will help the needy* 
It is only by improving such areas that the superfluous population from over­
crowded places may be diverted thereto to the best advantage of the country 
and the State.

But, Sir, however thankful one might be to the Honourable the Finance 
Member for all these small mercies, I am sorry to say I do not find anything to 
enthuse over the Budget revelations. When I think of them I cannot forget 
that my poor province of Assam has been made to contribute towards these 
surpluses a sum to the tune of Rs. 144 lakhs annually, taking the average for 
the last three years, on account of the excise duty on motor spirits and kerosene 
without the least recompense. And that at a time when her financial condition 
is dangerously desperate. Here is a province ranked to be a major one with a 
population of 9̂  millions and a revenue of about Rs. 2 crores and 28 lakhs and 
the deadweight of her debts to the Central Government at the end of 1935-36 
will be about Rs. 2 crores and 12 lakhs I That is her plight!

Sir, I repeat what I said in the last year on this occasion that our financial 
difficulties are not our creation. We have never been extravagant on our own 
account at any time. As a matter of fact the administration of Assam has 
been an administration of financial asceticism. But in spite of all this, the 
province is over head and ears in debt today and sinking more and more into 
the morass of insolvency. Our difficulties began along with the Meston Settle­
ment and ever since Assam has been subjected to grossly unfair treatment.

. The provincial contributions under the Award were fixed according to the 
“ increased spending power of the provinces** and as Assam was showing 
some apparent increase in power the Committee was of opinion that her spend­
ing power was really increasing without taking into consideration that she waî . 
very much undeveloped when compared with the other provinces. And 
Assam was made to contribute annually about Rs. 16 lakhs to the Central 
Government under the Award till 1928. Bihar and Orissa was never poorer 
than Assam but she never paid an anna under the Award. Bengal paid her 
contribution for a year only and no more and in 1925-26 Madras was granted a 
remission of Rs. 126 lakbs, United Provinces Rs. 66 lakhs, the Punjab Rs. 61 
lakhs and Burma Rs. 7 lakhs. In 1926-27 these provinces were granted a 
total remission of Rs. 125 lakhs. But poor Assam was made to pay her full 
quota even then. May I ask, if this was a good deal and a fair one ? Do you 
call it fair treatment ? Not that Assam acquiesced in the injustice of this dis­
pensation. As late as 1922 a cry of halt was raised by the Honourable Member 
from the Assam Valley in the Legislative Assembly but it was only a cry in thê  
wilderness and the Government never paid any heed to it. Assam went on 
suffering the inequity of the settlement. The people are very poor, they cannot 
pay their land revenue from year to year, they are already heavily taxed. 
Floods have become a normal feature of the province and malaria and kala- 
azar take their toll as usual and money is not available for relief to the unfortu* 
nate. Over and above the Meston Award, Assam was forced to meet some 
expenditure on the Frontier administration and the Assam Rifles. The admi­
nistration of the Hill Districts and the excluded areas is a part of her obligations 
to be met from her slender means. Could inequity go further ?

Sir, another factor that is contributing to the insolvency of this province 
is the administration of the deficit district of Sylhet. In 1912 when the pro­
vince of Eastern Bengal and Assam was again split up on linguistic and racial 
basis ̂ n̂d Assam was made a separte province, this district was tacked to Assam
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on the ground of administrative convenience. Assam has to contribute 
annually Rs, 16 to Rs. 18 lakhs towards this deficit district. The people of 
Assam have been agitating for long for its separation but the Government has 
turned a deaf ear all the while. Has not the Government separated Orissa to 
give relief to Bihar and Sind to relieve Bombay and on ethnological and lin­
guistic grounds ? Do not the same principles apply in the case of Assam ? 
The people of Sylhet also desire a separation. Only in the last year their 
representative in the Assembly,. Mr. Basanta. Kumar Das, M.L.A., advocated 
the cause of this separation. He said :

Sir, as it is well known, the districts of the Surma valley are Bengali-spealring  ̂
districts in tho province of Assam and they have been olaroouring to be tacked to  
Bengal

Now unless a separation is affected this province will never thrive with a drag 
of a deficit district that has nothing in common with the rest of the province.

Sir, the Government of Assam has all along been protesting against the 
shabby treatment meted out to the province. \^en representation before the 
Joint Select Committee was denied to Assam a Memorandum was submitted to 
it and it was pointed out that Assam’s average revenue between 1921-22 and 
1930-31 was Rs. 244 lakhs during which period Rs. 80 lakhs had to be paid to 
the Central Government under the Award and Rs. 110 lakhs was taken 
annually by the centre on account of excise duties on oil and Rs. 30 lakhs 
on account of tea export duty. Is it any wonder that the province is in debt 
today to the tune of over Rs. 2 crores ?

Sir, the Government and the people of Assam have all claimed with one 
voice the refund of this excise duty but it has come to no avail. And none has 
fought for this duty more vehemently than our Governor, Sir Michael Keene, 
who will always have the gratitude of the people and it was in sheer despera­
tion that His Excellency in the course of his address to the Council said :

** Truly tho sheep grow the wool but others wear the warm cloth” .

We are glad that Bengal has scored a remission of a moiety of her jute duty* 
The case for remission of the oil duty to Assam is even stronger. The jute 
crop could be raised every year but the oil pumped out does not flow back 
again. It is diminishing the very capital wealth of the country and still the 
province cannot touch an anna of this duty from her own mineral wealth.

And yet Assam is going to be made an autonomous province ! The Joint 
Select Committee have recommended an increase in our revenues but in what 
form it should be, they have left it to the discretion of Sir Otto Niemeyer's 
Committee to decide. The growing and ever expanding needs of a backward 
and undeveloped province like Assam cannot be met from a fixed inelastic sub­
vention. What we want is a rich expanding source of revenue to develop our 
province with and this excise duty on our oils will be an adequate source of 
revenue for the purpose. When will the Government of India relax their 
grip and let us have what is rightfully ours ? Sir, the standard of expenditure 
and administration in Assam is at the lowest and to enable her to carry on as a 
really autonomous province she has to be assured of a barely adequate standard. 
To establish her High Court and University, to develop her communication and 
undeveloped resources, to give aid to the sick and to maintain her frontier 
defence and police she has to be assured of just adequate resources.

Sir, in the last year I had the privilege of moving a Resolution on the 
floor of this House to appoint a committee to devise means and ways for giving
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relief to the province and I withdrew it on the assurance of the Honourable 
'̂inance Secretary that

TherHb no piflsibility of tho oaflo of Assam going by default, Assam will be 
the first oases which this body (Otto Nicmoyer Cominiltee) will havo to

Now, Sir, this body has come and sat and Assam was represented by two 
official representatives before itT I wonder why non-official opinion was not 
ODnsulted by this body ? Assam was not given any representation in the third 
Round Table Conference and neither was she given any representation before 
the Joint Select Committee and that is how her case went by default. Now 
only we hope that this time the official representatives have made out a strong 
case for Assam and fully retrieved lost ground.

With these few words, I resume my seat.
The Council then adjourned for Lunch till a Quarter to Three of the Clock.
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The Council re-assembled after Limch at a Quarter to Three of the Clock, 
the Honourable the President in the Chair.

Thb H onourable R ai Bah adub  L ala  MATHURA PRASAD 
MEHROTRA (United Provinces Central: Non-Muhammadan): Sir, I

entirely agree with one of the remarks the Honourable the 
Finance Member made in closing his Budget speech this 

year when he said : “ I cannot expect that everybody will find it agreeable
It is nothing but the truth as it is very difficult that there should be entire 
agreement from every comer on a budget like the Budget of India. But, Sir, 
what is required is that the Honourable the Finance Member should produce a 
budget which may find maximum agreement firom the non-official side. As I 
examine the Budget, I do not find that there is maximum agreement and 
therefore. Sir, I am not in a position to offer any congratulations so far as the 
budget proposals are concerned.

Sir, there is no doubt that we have a surplus budget. But let us examine 
and see whether those surpluses have been brought on account of the labours 
of my friend, the Finance Member. We all know that emergency taxes were 
levied for a definite period of 16 or 18 months but unfortunately they have been 
carried on year after year and it is the result of those emergency taxes being 
carried on for such a long time that fortunately gave us surplus budgets for the 
last two years. What ought to have been done and the proper co irse was 
that immediate relief ought to have been given and taxes should have been 
lowered but this was not done and so naturally we find a surplus budget 
last year as well as this year.

Then, Sir, to a certain extent it is also due to what the Honourable Member 
said in his Budget speech that India’s economic and political barometer are 
both rising. Sir, I agree with him to a certain extent that they are rising and 
I hoi)e the progress continue for years to come. There is one great diffi- 
•oulty, as 1 find it, and it is this, that the estimations are incorrect. They 
were incorrect last year and they are incorrect this year too, as I should say, 
and the result is that in the year 1934-35 the anticipation of siuplus was Rs. 3 
crores and 27 lakhs but when actuals were taken into consideration the surplus 
4)ame to Rs. 4 erores and 95 lakhs. That is an excess of Rs. 1 crore and 68 lakbfl.



'Then, Sir, in the Budget of 1935-36 they anticipated only- an excess of Rs. 6 
; lakhs but what has turned out ? On the basis of the revised estimates they 
. are now expecting an excess of Rs. 2 crores and 42 lakhs,— £̂pom Rs. 6 lakhs to 
Rs. 2 crores and 42 lakhs. It cannot be called anything but lowering the esti­
mation of the income. It is just possible, Sir, that this figure may still be 
exceeded when they come to actuals and we may find some more excess than 
what they are anticipating so far as the 1935-36 figures are concerned. In the 
year 1936-37 we find that they have placed revenues at Rs. 87 crores and
35 lakhs and expenditure at Rs. 85 crores and 30 lakhs. They are expecting 
a surplus of Rs. 2 crores and 5 lakhs this year. Here again. Sir, we consider 
that the surplus will turn out to be much more than what they are expecting as 
1 find from some figures of excise duty on sugar as well as import duty on sugar*

Now, Sir, let us examine the proposals of the Honourable the Finance Mem­
ber for disposing of the surpluses of all the three years. Prom the surplus of 
Rs. 1 crore and 73J laklis for 1934-35 the Honourable the Finance Member 
proposes to give a grant of Rs. 30 lakhs for agricultural research. I am wholly 
in agreement with this amount Rather I consider that it is not what we 
would like to have, because we all know that agriculture is the main industry of 
India and the main income is derived from agriculture. Therefore, what is 
necessary is that a larger amount should be spent on the development of 
agriculture. Research stations should be established in the interiors and 

-demonstrations should be held practically in a group of villages, say, about 
five, so that the agriculturists may try to increase their yield on the basis of 
these demonstration farms.

Then, Sir, Rs. 10 lakhs have been proposed to be given to the Indian 
Research Fund Association. I think that is also a very laudable object. The 
Government is very much neglecting the public health of our rural areas. The 
provincial finances are not in a position to spend as much as is required. If the 
provinces get some help in this direction it will do good to the masses in the 
rural areas.

Sir, Rs. 5 lakhs have been proposed to be given for cottage and small 
scale woollen industries. I consider this also very proper. No considera­
tion has been paid to middle class unemployment. If a larger amount is spent 
on cottage industries, we are sure that a large number of middle and educated 
•olasses will be employed and one of the burdens on the Government will be 
reduced. I find that Rs. 20 lakhs have been set apart for the development of 
Broadcasting. I have nothing to say so far as broadcasting is concerned. But 
when tj;ie Honourable the Finance Member says that this will help the economic 
development and improvement of rural areas, I beg to difier from him. The 
question before the rural areas is not luxuries of this kind. Tlie foremost 
question before them is the question of bread. My Honourable friend should 
&^t try to give them enough to eat and clothe themselves with. After that, 
these luxuries can come in. We all know that millions do not get two meals a 
day. When such is the condition of affairs, I do not think that this amount, 
or any amount on this item, will be much appreciated in the rural areas.

Now, I come to the surplus of Rs. 242 lakhs in the Budget for 1935-36. 
My Honourable friend proposes to give Rs. 45 lakhs for assisting Sind and 
Orissa. I think my Honourable friend is giving this sum without consider­
ing the claims of other provinces. I do not say that it should not be given. 
But it would have been better if a proper allocation of funds had been made 
at the time of the inauguration of provincial autonomy when all the budgets 
of the provinces had been taken into consideration. As this sum is being set 

^part in this Budget, I take it that my Honourable friend wants to catch the 
votes of the Members hailing from those provinces, aS was done last year when
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the jute excise duty was given to Bengal and Bihar. My Honourable friend 
then created a division and made a threat that if such-and-such things were not 
passed, these provinces will not get the benefit of the excise duty. Naturally, 
the votes were divided. I consider this oflFer as nothing but an offer to catch 
votes at this time of the year.

Now, Sir, so far as the surplus for 1936-37 is concerned, I find that Govern­
ment expect a surplus of Rs. 205 lakhs. They have proposed the abolition of 
income-tax on incomes up to Rs. 2,000. This will consume about Rs. 47 lakhs. 
They have also proposed reduction of half the present surcharge, bringing it to 
one-third of the origmal tax. This will consume another Rs. 1,38 lakhs. The 
third proposal is to increase the weight of envelopes from half a tola to one tola. 
I am wholly in agreement with all these proposals. I would submit some more 
proposals for the consideration of the Honourable the Finance Member as I con­
sider them very urgent. I must say at the outset that they are surely very 
expensive and may demand about Rs. 10 to Rs. 15 crores. But I cailnot refrain 
from urging them on Government. It is necessary for the Government to help 
the masses by reducing the price of the post card to half an anna. We are 
told that this will require about half a crore, but I think that provision for this 
is very necessary. As many Honourable Members have urged in this and the 
other House, this taxation should be reduced as it will help the masses. Then, 
Sir, I would propose that the salt tax also should be reduced. If it is not 
possible to abolish it altogether or to reduce it to a large extent, I propose that 
it should be reduced from Rs. 1-4-0 to Re. 1 and shall deal with this in connec­
tion with the Finance Bill.

Sir, it is very necessary that Government should turn their attention 
towards middle and educate class unemployment. We all know that the

Bx)vince from which I hail set up a very important committee under the Right 
onourable Sir Tej Bahadur Sapru. It has submitted its report which was 
discussed in the local Legislative Council and there was a unanimous verdict 

by the CJouncil that the recommendations of that Committee should be given 
effect to as far as finances permitted. The non-officials were ready to tax 
themselves if the amount was earmarked for this purpose. I think it is the 
duty of the Government of India also to tackle this very important problem, 
and spend some of its income on it and give grants to all the provinces. In this 
connection it will not be out of place if I mention that if they do not know about 
the unemplo3rment of other provinces, they can set up an all-India 
committee and thresh the problem out before giving any grants. ^

Sir, there is one other duty in which Government have been lagging, and 
that is the duty of removing illiteracy. Very little has been done by the Govern­
ment during their rule of about two centuries. The percentage of literacy 
in India is very negligible. I shall leave the question at that as I have tabled 
a Resolution on it. I would also request the Government to spend more in 
developing the co-operative movement. This is the one movement through 
which the agriculturist could derive real benefit. We are aware that Govern­
ment was pleased to grant about Rs. 15 lakhs last year. That is only a drop 
in the ocean. When the provinces are producing deficit budgets, it is the duty 
of the Government of India to come forward and help to develop the movement.

Sir, I would lastly bring one other point to the notice of the Government 
and that is about the sugar excise duty. My friend Sir Phiroze Sethna has said 
enough on this question;and I do not want to dilate on it, but I must submit 
that it was on account of the import duty in 1932 that this industry develop^ 
ui very short time, and the capitalists have invested about Rs. 25 crores in 
Hke industry. It was never expected that an excise duty would come so soon. 
The result is that many fiactories, owing to this duty, are tottering and
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are not making as much profits as was iBzpected. {An Honourable Member f 
“ Badly m a n a g e d M y  firiend says that they are badly managed. I can 
quote instances of several factories which are under the management of ex­
perienced x>eople, and they have either produced a deficit budget, or have paid 
a 6 per cent, dividend. I have found from their budgets that a lot of money 
goes to pay the excise duty. However, this duty has been levied and I have 
nothing to say except that in return we expect that the Government will do 
everything to develop sugar cane cultivation.

T he H onoitbablb the PRESIDENT : There are several other speakera 
and you have already had 20 minutes.

The Honourable Rai Bahadur Lai.a MATHURA PRASAI> 
MEHROTRA : I will finish, Sir, in five minutes. They should spend larger 
amounts in developing sugarcane. That will not only benefit the mills but 
also the agriculturists. In my province which produces more than 60 per cent, 
of the sugarcane in the whole of India, we all know that the cultivators do 
pay their whole year’s rent out of the yield they get firom sugarcane. The 
cultivators of other crops do not get enough to pay their rent. So it is neces­
sary for their protection that this industry should be developed and researches . 
made. It is* unfortunate that Java should produce as much as 40 tons an 
acre while in India we can hardly produce 16 tons an acre. And while the 
percentage of recovery of sugar in Java is about 13 per cent., it ranges between 
eight and nine in India. If proper research is imdertaken and the cultivators 
are taught which seed to grow, when to manure and with what kind of manure,
I am sure they will be largely benefitted.

Now, Sir, I have given so many proposals and a very pertinent question 
might be put to me as to where the money is to come from ? Sir, it is the 
duty of the Treasury benches and not of the Opposition benches to suggest 
where the money should be got. It is for them to make the arrangements. 
But just to help them I am prepared to suggest ways and means of getting 
the money. We on this side of the House have b^n impressing upon the 
Grovernment that they should levy an export duty on gold. They have not 
done so. May I ask why have they not done so when opinion is unanimous 
from Chambers of Commerce and non-official benches in this matter ? We 
all know that gold is being drained from India and if all the gold is drained 
India will be a dead body.

Then, Sir, in India the services are getting very high salaries. There 
is no country in the world with which these salaries can be compared. There 
is absolutely no reason for a poor country like India to pay such high salaries. 
We are of opinion that there should be a 20 per cent, cut on all salaries above 
Rs. 600, a 10 per cent, cut on salaries ranging between Rs. 100 and Rs. 500 
and a 6 per cent, cut on salaries between Rs. 50 and Rs. 100, and there should 
be no cut below Rs. 50. I think the Government would be able to save about 
Rs. 3 or 4 crores if they carry out this suggestion of mine and they will not be 
doing anything which other countries are not doing and will in fact be following 
their example.

Sir, we were told by His Excellency the Commander-in-Chief the other 
day we are spending 25 per cent, of the revenues on defence expenditure 
while other Dominions are spending only 5 per cent. I do not see any reason 
why we cannot reduce the expense to that extent also. Why should we not 
bring it to the pre-war level and make a saving of about Rs. 16 crores. As 
long as India spends 26 per cent, of its revenues on defence expenditure there
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juB absolutely no hope of doing an3rthing for the nation-building departments 
either for removing illiteracy or developing rural areas or anything else. We 
x̂ annot find the money unless we cut the defence expenditure.

Sir, the Honourable Finance Member was pleased to admit in the other 
fiouse that the railway finances are bad. If it is so then why should they not 
set it right. If they are properly looked after I am sure there will be surplus 
instead of deficit in railway budgets. When the railways were company- 
managed they were making a lot of profit, but when they have come under the 
Gk)vemment of India they are producing deficit budgets. It shows that some­
thing is rotten in the State of Denmark and they must set it right.

Sir, I have to say a word about the Quetta expenditure. My friend hail­
ing from Bombay has said enough and I entirely agree that this Quetta expendi­
ture should not fall on the Government of India. It is certainly meant for 
imperial purposes, and if the Government is going to spend Rs. 7 crores on it 
the whole amount should come from Great Britain and not from India.

Lastly, Sir, although I know that my Honourable friend the Finance 
Member not accept it, we have to place before him the fact that as long as 
the ratio is not going to be brought down there will be no salvation for India.

The H o n o u k a b l b  Mr. W. T. McINTYRE (Burma Chamber of 
X5omme1rce): Sir, this is the last Budget of the Government of India in.which
the province of Burma is directly interested. Speaking on behalf of the 
interests in that province which I represent, I must express keen disappoint­
ment that the Honourable the Finance Member has not found it possible 
wholly to abolish the surcharges on income-tax and super-tax. The abolition 
of income-tax on incomes below Rs. 2,000 will come as a welcome relief to a 
large class of well-deserving people and I congratulate them on their good 
fortune. May I be permitted to remind the Honourable the Finance Member 
that the other income-taxpayers are the only class remaining bearing the 
burden of direct emergency taxation ?

1 am grateful indeed for such crumbs as have fallen from the rich man’s 
table and I trust the Honourable the Finance Member will not think me 
greedy and will pardon my curiosity, if I enquire what the position of Burma 
is likely to be in respect of a share in that revenue reserve fund which he 
proposes to create out of the surplus for the year 1935-36 ? ^

The Honourable the Finance Member in introducing the Budget for 1936­
36 expressed his extreme disappointment that it had not been possible to take 
the first steps in the revision of the revenue tariff in a downward direction and 
he then expressed the opinion that the tariff was too high, that it was far too 
complicated and that on both counts it was a restraint on trade recovery. 
These views are so completely in accordance with those of the interests I 
represent, that the Honourable the Finance Member will realise they enter­
tained high hopes that this year would witness a beginning being made with 
the revision of the tariflF. I give the Honourable the Finance Member every 
credit for his good intentions and if on this occasion the will must again be 
taken for the deed I would remind him of the condition engendered in those 
whose hopes are deferred.

Burma has a special interest in the Budget of the Government of India 
as the Trade Agreement lays down that tar& schedules in operation at the 
date of separation of Burma from India shall remain effective in both countries 
in respect of goods imported into either from other countries. It is true that
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there are provisos allowing changes to be made under certain conditions but 
to oommence with India’s tariflF will be Burma's tariff. I do trust the Honour­
able the Finance Member will bear that fact in mind when he is framing his 
budget next year when I do hope the financial position will warrant him in 
making a start with the revision of the taHff. May I add that if he cannot 
undertake a wholesale revision, I do beg that he will see his way to abolishing 
the import duty on machinery which to Burma is specially obnoxious ?

Burma is anxious to get off to a good start next year. The interests J 
represent are concerned that her first budget should not be loaded with 
emergency taxation. They prefer that power to impose emergency taxation 
should be held in reserve. In 1937-38 the Honourable the Finance Member 
estimates that the separation of Burma will cost the Indian Exchequer Rg. 2| 
crores. Well, Sir, Burma will need every anna of it in providing for her 
liabilities and establishing her credit. Towards that end, may I express the 
hope, Sir, that this revenue will be as wisely administered as I know it would 
be if it were still coming under the dominion of the present Finance Member 
of the Government of India ?

The Honourable Rai Bahaduk Lala RAM SARAN DAS (Punjab : 
Non-Muhammadan) : Sir, I do not know whether I should congratulate the
Honourable the Finance Member on this Budget or not, but I cannot help 
saying that the Budget he has presented to us shows a surplus and his speech 
shows that prosperity has begun. So far as prosperity is concerned, I think 
we are all being illusioned. The Finance Members of late have rather developed 
the habit of under estimating the income and for the last three years we nnd 
that this practice is being followed. This, Sir, I must say is not a proper 
thing to do. As I have already said, in India as far as the budget is concerned 
the budgets are not framed purely on financial lines, but they are, I must say, 
now being framed on mainly political lines. It is what I may call financial 
jugglery to put any sort of budget that the Honourable the Finance Member 
likes to put before us. We find that the surpluses which have been shown so 
far are being spent away in capital expenditure which ought not to be borne 
by revenue. As far as Quetta expenditure is concerned, the thin end of the 
wedge has been put in now in meeting that capital expenditure from revenue. 
The total expenditure so far estimated is Rs. 8 crores for the reconstruction of 
Quetta and this year Government has put in Rs. 78 lakhs in the Budget for 
that purpose to be spent from revenue. That policy is not right and to spend 
that money for capital out of revenue is, I should say, a great injustice to the 
taxpayer who is already being burdened with heavy taxation.

Sir, what are the causes of these surplus budgets for the last three years ? 
One of the causes is that the income is under estimated. The second cause is 
that the deficits of railways and other departments are neglected. In case 
we take into consideration the railway deficits, our general budget shows a 
deficit. In case we go deeply into the figiu:es, we find that the budgetary 
position put before us is a myth and that that has been done to * meet certain 
political ends. The third cause which some people say is that in order to 
meet all the present defence expenditure and high salaries of the officers, 
budgets are put in this form. Sir, in case we give it our full consideration we 
find that as far as the underestimation is concerned only Rs. 4 crores have 
been allowed to the sinking fund. I am going to illustrate how the Honour­
able the Finance Member underestimated the expenditure. That, Sir, Rs. 4 
crores works out to one per cent, for the sinking fund. Then, Sir, over and 
above this comes the underestimating in sugar excise, under estimating in 
kerosene duties and so on and so forth. Sir, instead of the* Finance Member
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^^ing to fulfil the pledges of his predecessors he is going to relieve the tax­
payer piecemeal. The Honourable and gallant Nawab of Holi, the Honour* 
able Sir Phiroze Sethna and the Honourable Mr. McIntyre from Burma have 
very strongly pleaded that the least the Finance MBmber could have done 
tironld have been to abolish the surcharges. That, Sir, is also the complaint 
of the commercial community,—that surcharges have not been done away 
with, adequate reduction in postal rates ha« not been effected, no family 
allowances have been given in af̂ sessing income-tax and business losses have 
not been allowed to be carried forward while assessing the income-tax.

The H onourable  the  PRESIDENT : That could not be done mider the 
present Act.

The Honoubable Rai Bahadur Lala RAM SARAN DAS : Sir, with 
•due deference I might say that where there is a will there is a way. The Act 
could be amended. But, Sir, the time has come when the taxpayer expects 
that the Government pledges should be fulfilled. In the way in which the 
political budgets are being put before us, we are day by day losing hope as 
to when these pledges are to be honoured. Sir, favourable trade balances 
continue to be shown in the blue books. Whether they are really favourable 
balances or not everybody knows. Favourable balances of trade are being 
caused solely and simply on account of the unrestricted export of gold and, 
Sir, we find that year by year the exports of gold are increasing which shows 
that the capital resources of the people which ought to have gone in for useful 
purposes are being frittered away to foreign countries. I quite agree with a 
number of my colleagues who have advocated that the general public at 
large is against this flow of gold from India. There ought to be a h e a v y  gold 
export- duty to stop this gold flight. Sir, various reasons have been put 
forward by the Government that this flight of gold does not materially alTect 
India and that on the other hand it benefits the agriculturists. Sir, gold is 
the national reserve of a country and when. Sir, this artificial or I should say 
this illusoiy favourable trade balances vanish on account of tho stoppage of 
gold, how will the Government of India show such balances, how will they 
meet their monetary obligations in other countries ? Sir, unfavourable 
balance of trade is always to be remitted in gold and that time is coming fast 
when India will have to do that, but to its sorrow it will find that there is not 
much gold left in India. It is time now, Sir, that the flight of gold should bo 
stopped by enforcing a heavy export duty. Sir, how can there be prosperity 
of the people when the prices of agricultural produce do not materially increase. 
My Honourable friend Mr. Shantidas Askuran gave the figures which showed 
that the value of the total agricultural produce of our principal provinces 
fell between 1928-29 and 1933-34 from, say, Rs. 1,021 crores to say Rs. 473 
crores. That shows. Sir, what is the condition of our agricultural classes, 
I am grateful to the Government for the policy of rural uplift and for the grants 
that it is making for that purpose, but. Sir, may I ask the Government whether 
they have solved the unemplo3m[ient problem in the villages, whether they have 
created any marketting facilities for the poor zamindars, whether or not they 
have seen that the poor zamindar at the present level of prices has got enough 
after paying and meeting the land revenue. Sir, I expected that this Hcuse 
would be furnished with a leaflet of how tho money allotted last year for rural 
uplift has been spent. We expect, Sir, that on this occasion when the Budget 
is being present^ and discussed that information ought to have been given. 
*The Honourable-Finance Member, Sir, has this time not given us a survey of
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the general economic position in India, That, Sir, wo expect from him every 
year and I do not know what were the reasons which led him to keep that 
information from this House.

Sir, rural uplift is a very noble object but we must see that the money 
spent on rural uplift should not raise the standard of living of the poor masses, 
partioularly at a time when their economic positicm has abnormally fallen. 
Ifind, Sir, that thi 3 policy of increasing the standard of living and giving more 
Amenitio? of life to those who v̂ annot afford it has not been in the interests of 
India and my Honourable and gallant friend, the Nawab Sahib of Hoti, \î ill 
endorse me when I say that this policy in the frontier has weakened financially 
and perhaps socially the position of masses who live there. Their mode of 
living has been entirely changed and instead of leading a robust and healthy 
life they have now been led into luxuries and other amenities, which the 
urban maoses have the misfortune to have.

Sir, no effort has been made by the Government to raise the prices of 
Jigricultural produce. Every time, when in this House or the other House 
Members have insisted on a change in the present exchange ratio, the Honour­
able the Finance Member has brushed it away summarily. This speedy 
disposal of this demand for a change in the ratio is a very important demand. 
When the export of gold st-ops, Government will be forced to change the ratio, 
for if we take the world level of prices, the agriculturist gets 12J per cent, less 
in the value of his produce than he ought to get otherwise. All the countries in 
the world have depreciated their currencj% but in India we find it appreciated. 
Rural uplift is pimply an eye-wash. It is a noble object, but. Sir, where is the 
object in raising his standard of living and his expenditure when he cannot 
afford it ? He is practically a pauper. To make him foel that Tie ought to 
move in higher society and live in a better building and live comparatively in 
luxurious ways—I do not think that is in his interbst.

The H onourable  L ie u t e n a n t -Colonel N aw ab  Sir  MAHOMED 
AELBAB K H A N  : While his stomach is empty.

The Honourable Rai Bahadur Lala RAM SARAN DAS : Therefore, 
Sir, the dawn of prosperity painted by the Honourable the Finance Minister 
is not true. Take the case of the commercial people. Is there any prosperity 
or any signs of their prosperity ? Our Finance Member himself has budgetted 
for a lower figure of income from taxes next year. That is, he himself ^mits 
that the country is not prospering and that the income under this head is likely 
to fall during the coming year. Otherwise, he would not have put in a lower 
receipt from income-tax. The rural uplift money is also being spent in making 
the land produce more than it is doing at present. My friend the Honourable 
Mr. Mehrotra compared the yield per acre of sugar cane in India with that of 
Java. The vital question to the agriculturist in India is that they cannot 
find a market for tlieir normal produce. If you add to their produce, you will 
be adding to their difficulties. So, Sir, you must move in a manner in which 
you do real good to the agriculturist. The agriculturist is the root base of 
all prosperity in this country, as on the tiller of the soil rests commerce and 
industry. We find that commerce and industry is not being encouraged to 
the extent that it deserves.

T he H onourable  the PRESIDENT: You have already exceeded 
your 20 minutes.

T he H onourable R ai B ahadur  L ala  RAM SARAN DAS : I will take 
only two or thre  ̂minutw more, Sir. I would like to inform the Honourabb
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Member what at leant I expect from him as far as remission in taxation ^  
concerned. Post cards ought to have been reduced to one pioe. The three 
pice charge on a post card is too much. The trunk telephones ought to haw 
been encouraged and increased. Salaries of all officers ought to have been 
reduced in order to meet the real state of the country. Duty on kerosene oil, 
which is mostly used by the poorer classes, ought to have been reduced and̂  
the cheapness of money ought to have been availed of for works of utility and 
for expansion of ways and means of development. I feel disappointed, 
Sir, as His Excellency the Commander-in-Chief is not present here today 
although we expected that on the points Honourable Members raise todaŷ . 
regarding the military expenditure he would give a reply. I must again press 
that the present military expenditure is intolerable and ought to be reduced 
at least to the pre-war level as soon as possible.

Thk H dnoitrablb Mb . JAGADISH CHANDRA BANERJEE (East 
Bengal: Non-Muhammadan): Mr. President, before I proceed to discuss 
the Budget I would like to lay before you a suggestion for your consideration. 
This House is given only one day each for the Genera] Discussion on the 
Railway Budget and the General Budget. As this House has no power to 
discuss the list of demands, it is most reasonable that we might be given a fair 
chance of discussing the Budget properly which is not at all possible in the coursê  
of the one day that is now allotted to us under the Rules and Standng Orders. 
1 would therefore request you, Sir, as the custodian of our rights and privileges
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Thb H o nourable  th e  PRESIDENT : May I correct you ? Time for 
discussion of the Budget is fixed by the Governor General himself under the 
Act. ,

T h e  H onoubablb  Mr. JAGADISH CHANDRA BANERJEE: We 
would request you, Sir, to arrange with Government to get us at least two days 
for the General Discussion on the Railway and the General Budgets.

T h e  H onoubable  th e  PRESIDENT : I have already pointed out that 
Government has nothing to do with it.

The Honoubable Mb. JAGADISH CHANDRA BANERJEE: Sir, 
last year this time, some Members in the other House described the Finance 
Members of all countries as belonging to one of the hard>used tribes, because 
they are used to strong terms, in which they are always criticised irrespective 
as to whether they produce surplus budgets or deficit budgets. I, on the other 
hand, Sir, would like to describe them as belonging to a tribe of jugglers all tha 
world over. They, by their jugglery of figures, produce surpluses or deficits.. 
Particularly in India, the Finance Member by his jugglery of figures probably 
produce surpluses or deficits irrespective of the actual prosperity or adversity in 
the economic condition of the country. The Finance Member and all his 
imderlings under the present system of bureaucratic administration, domi­
nated by Whitehall, are expected to produce deficits, when the Indian indus­
tries are to be crippled or at least to be checkmated in their development, by 
means of the levy of such taxes as excise duties on new industries like sugar 
or matches. On the other hand, he is probably expected to produce surpluses 
when the cut in pay of the officers are to be restored or the income-tax sur- 
ohaige is tp be abolished. The Honourable the Finanoe Member in the course



of his Budget speech stated the other day that the excess revenue of Rb. 40 
lakhs on income-tax is clearly duo to the improvement in trade being greater 
than we expected. Sir, this is a picture which is a direct negati<jn of ther 
picture placed before us by another colleague of his when he presented hiŝ  
Railway Budget a few days ago. The Railway Member deplored that due tO' 
adversity in trade, both internal and external, the railway income from goods 
traflSc is being reduced from year to year. I, for one, Sir, am more prepared 
to believe in the Railway Member's statement, which I believe depicts more 
correctly the economic picture of the country. The present surplus of the 
Finance Member appears to be the result of a dictation from the gods at White­
hall. The Secretary of State knows in his heart of hearts that unless surplus 
budgets are shown at this present critical juncture it would not be possible to 
thrust the constitutional reforms on the provinces and in the centre against the 
wishes of the majority in this country. The Opposition against the coming 
reforms will be strengthened if budgets are shown as deficit budgets. Sir̂  
even taking it for granted that the Budget of 1935-36 has proved actually to be 
a surplus budget, I feel inclined to believe that the incomes were under esti­
mated when the Budget was presented last year. It was also 1 think done 

3 46 p M ^   ̂ motive. It was probably done with the idea of
‘ strengthening the causes for the levy of excise on sugar and

matches, two of the infant industries in India at the time. The rulers of 
India know further that unless and until the central budgets can be shown as 
surpfaiB budgets, there will be no chance of increasing the number and 
pay and allowances for the heaven-born services in the near future Already 
we are hearing that European boys are not forthcoming for filling the posts of 
the imperial services in India. This was exactly the cry in the British uni­
versities just before the last reforms was introduced in 1919. I am apprehen­
sive that the present cry is also made with the motive of making out a case for 
still further increasing the European element in those services. Though the 
Budget is a surplus one, yet the way in which the surplus has been distributed 
is worthy of the foreign bureaucratic administration. The poor man’s post 
card remains untouched whereas the rich man’s envelope is reduced by half. 
Probably as the tin gods themselves mostly use envelopes therefore the postage- 
for envelopes has been reduced ! The income-tax surcharge is also reduc^ 
not for the benefit of the poor but for relievyig the richest of the rich, who are* 
none else but mostly the British commercial magnates and business men. Th^ 
poor man’s kerosene duty and salt duty has been treated as a sacred trust 
bequeathed to the present Finance Member by his predecessors.

So far as the army budget is (Concerned 1 am afraid His Excellency the 
Commander-in-Chief has already given us a broad hint the other day that w  ̂
must be prepared not for reduction in military expenditure but for an increase 
in it. The increase in military expenditure in India at a time when the whole 
world is thinking seriously about the limitation of armaments and the army 
appears to me to be paradoxical. I may be pardoned, if I ask His Excellency 
as to whether all these present-day talks of limitations of armaments is nothinĝ  
but diplomacy. The real truth probably is that India must be re-armed to 
the teeth in readiness for another world war in the near future. I will not be 
far from the truth if I say that India was made an independent member of the- 
League of Nations for obtaining an independent quota of armaments. In 
other words the total quota of armaments to be obtained for the United King­
dom and India together will be far above the parity of the armaments of other 
nations. If this be the underlying policy of the Government of the United 
Kingdom in the name of diplomacy, then I do not know what is hypocrisy 
in the world. Indians present military expenditure is more than what she could
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bear. If today a national Government is established I think the first thing 
they will do is to stop the unnecessary military expenditure incurred mostly 
for imperial purposes in the name of the defence of India. It is surprising, 
Sir, to see at page 26 of the budget estimates for defence services that the 
British cavalry in India is costing about Rs. 8̂  lakhs on pay and allowances 
wh3rea8 the Indian cavahry is costing only about Rs. 3f lakhs by way of 
pay and allowances. From the same book at page 30 we find that British 
oavalry consists of only eight regiments and Indian cavalry consists of 21 
regiments. If the cost is worked out on these data, it proves that on an 
average each British cavalry regiment costs about a laU whereas each of 
the Indian cavalry regiments costs about Rs. 20,000. Even this comparison 
will be misleading as in each of the Indian regiments there are not less than 14 
British officers holding King’s commissions. If I had sufficient time at my 
disposal I could have prov^ the same disparity in the expenses on British 
and Indian infantry, artillery and other services. It is therefore self- 
evident that if the effective forces of the Indian Army is completely replaced 
by Indian regiments without completely Indianising the officers’ cadre, the 
military expenditure can easily be brought down to nearly half the total cost 
of the defence services, if not to one-third. Sir, I then draw the attention of 
the House to page 22 of the budget estimate of the defence services. From 
the comparative figures given therein for the years 1934-35, 1935*36 and the 
budget estimate for 1936-37,1 find that the net expenditure on effective 
services in 1934-35 was about Rs. 35J crores, in 1935-36 the figure rose to about 
Rs. 37 crores and in 1936-37 it has been further raised to about Rs. 38J crores. 
Sir, I would ask His Excellency the Commander-in-Chief to give us some more 
detailed explanations as to how the charges on effective services are being 
increased year after year? Within the last three years the cost has gone up 
by about Rg. 2} crores. I ’think this was the reason why His Excellency was 
preparing the public mind to expect further increases in military expenditure. 
Unless and until we are given a definite undertaking as to the gradual reduc­
tion in military expenditure year after year till a minimum is reached, 
India as one man should refuse to give all supplies to the Government by way 
of taxation.

Then, Sir, coming as I do from a province whose financial position is in a 
very precarious condition, I can not be satisfied with the proposals contained 
in the Budget. Bengal’s claim to the retiun of the jute duty was accepted 
by the Joint Committee when the question for the coming constitutional 
reforms were being discussed. It was even suggested that the loss in central 
r3venues that might accrue, owing to the refund of the whole of the excise 
duty to Bengal, might be reimbursed by the imposition of the excise duties 
on matches and sugar. The Government of India took advantage of those 
suggestions for the imposition of excise duties on matches and sugar, but 
refunded only half of the jute duty to B^igal. The Government of India 
had no justification to levy the match excise unless and until they refunded the 
whole of the jute duty to Bengal. I for one feel. Sir, that the Government of 
India may rightly be accused to have committed a breach of faith and breach 
of trust. They increased the central revenues by the match excise and are 
over jubilant with the present surpluses at the cost of my province. I know 
that His Excellency the Governor of Bengal is strenuously J^hting for the re­
fund of the whole of the jute duty, as without this duty, it is impossible to carry 
on the day-to-day administration of Bengal. Sir, to my mind, if any body 
had any claim to those surpluses that are expjected in 1935-36 and 1936-37 
it was my province of Bengal. In this connection it will not be out of place ^
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mention that the Honourable Sir John Woodhead, the Finance Member of the 
Ck>vernment of Bengal, in presenting the neict year’s budget the other day 
deplored that in spite of fresh taxations during the current year the finandal 
position of the province is still far from satisfactory. In spite of all efforts on 
the part of His Excellency the Grovemor of Bengal and his Oovemment, there 
is a deficit of B«. 6 lakhs during the current year and an expected deficit of 
Rs. 51 lakhs in 1936-37. At the same time it be a revelation to many that 
the ptr capita cost of administration in the province of Bengal, which I have 
the honour to represent as an elected Member, is the lowest, viz.y Rs. 1-8-0 
as against the per capita cost of administration of Rs. 2-8-0 in Bihar and Orissa 
and Rs. 8 in Bombay. Sir, because my province carries on the administration 
at the lowest per capita expenses, it is no argument that she must be penalised 
by the refusal of the return to her of the whole of the jute duty. In this fight 
for the return of the whole of the jute duty to Bengal, I think I am fighting 
4U9 well for the other provinces, like that of Assam and Bihar and Orissa as 
they would also get the refund of the proportionate amoimt from the total 
collections of the juto duty. I hope |ind trust the Finance Member, whom I 
am glad to find here today, will bear this in mind and take steps to refund 
the whole of this jute duty in the near future so that Bengal at least will be 
able to make two ends meet.

Sir, these are the observations I have to make in the discussion of the 
Oen€?ral Budget.

The Honourable Mr. P. N. SAPRU (United Provinces Southern : 
Non-Muhammadan) : Sir, at the outset I should like to say that we are very
grateful to the Honourable Mr. Raisman for a lucid review of our financial 
position. If you will allow me to say so, the statement which he made was 
clear, short and business-like. Coming to the statement itself, we find that 
we have been having surpluses now for the last three ĵ ears. The final accounts 
for 1934-35 disclose a surplus of Rs. 495 lakhs. The actual figures exceed the 
revised forecast by about Rs. 186 lakhs. The surplus had been originally 
anticipated at Rs. 327 lakhs ; it has actually t̂urned out to be Rs. 495 lakhs. 
The revised estimates for 1935-36 again disclose a surplus ; they disclose a 
surplus of Rs. 242 lakhs ; the anticipated surplus was only Rs. 6 lakhs. The 
surplus was really Rs. 358 lakhs, but it is offset by an excess of expenditure 
of Rs. 117 lakhs. Therefore the question that naturally occurs is : what is 
the explanation for this wide variation between original estimates and the 
revised estimates ? The Honourable the Finance Member has pointed out 
that this wide variation is due to increased yield from the import duty on sugar 
ajid he says that the real explanation for it is that there was increased con­
sumption of sugar in India. Now, Sir, was it very difficult in February, 1934, 
when the budget statement was made by the Finance Member to forecast this 
big surplus? The variation is very wide, Rs.6 lakhs and Rs. 353 lakhs, and it is 
a pertinent question to enquire whether we have not been under estimating our 
revenues— Î do not say deliberately, but the fact remains that there is under 
estimation of revenues.
(At this stage the Honourable the President vacated the Chair, which was 

taken by the Honourable Sir Phiroze Sethna.)
Sir, the Finance Member has not given enough credit to those who told him 

last year that the figure anticipated from the import duty on sugar was low and 
that the failure of the cane crop and the inadequate protection given to the 
sugar industry were bound to lead to an increase in the yield from the sugar 
duty. Sir, we have been supplied with figures in regard to imported sugar but 
we have not been supplied with figures regarding the yield from the sugar pro- 
<lnced at home and \diat was more relevant was the figures regarding the sugar
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poduced at home. The point that 1 wish to emphaEdse is that these surpluses 
have been obtained by maintaining taxation at a very high level. It is quite- 
easy to produce a surplus if you maintain taxation at a very high level. Thê  
Finance Member is a very orthodox economist. He believes in 19th 
Century finance and surely he knows that it is not good finance to Imdgot 
deliberately for surpluses. Surpluses should go first towards the reduction of 
taxation and therefore it is not an unreasonable demand that these surpluses 
should be utilised towards the reduction of taxation in this country which is 
very high» and particularly high so far as the poorer section of the community 
is concerned. The commercial community too has an understandable griev­
ance in the matter of the surcharge on income-tax. So far as Government 
servants are concerned, their salary has been restored ; the Government was 
in indecent hurry to restore the salary cut, but so far as emergency taxation 
is concerned it continues because the commercial community is not the favoured 
child of the British Government.

Sir, the position may have improved from the budgetary pomt of view, 
but the real question that we want to know is, has it improved from an 
econonaic point of view ? Is the condition of the country better from tho 
economic point of view ? Is there more prosperity in the country i Have 
agricultural prices gone up ? Is the condition of the zamindars and tenantK 
better in the provinces ? The Finance Member says : “ Ij00k,jphat a won­
derful magician I am. I told you I would bring back this pountry to 
prosperity and I have brought it back to prosperity Well, Sir, the answer 
to that is that the real state of the country is not refiecttni in this surplus. 
You can produce surpluses by having smaller sinking funds. The provision 
for tho sinking fund now is Rs. 3 crores : it used to be in the neighbourhood of 
Rs. 6 crores in 1932-33. You can produce surpluses by reducing your interest 
charges ; our interest charges have gone down. But the question that you 
have to answer is : Is there more prosperity in the country i And if you
want to find out whether there is more prosperity in the country, then you* 
must examine your export and import position and the question that I would 
like the Finance Member to consider is : Have we got a balanced ecjonĉ my in 
this country ? Is our export trade increasing ? Have we not been main­
taining a favourable balancc of trade by export of gold from this country and 
what will be the position when this export will stop ? Sir, it is all right for 
temporary sojourners to say, “ After us the deluge But we who live per­
manently in this country have to take a longer view of the situation and we- 
cannot be indiflFerent to the position of our export trade. Sir, I have the 
figures of the export trade before me but I will not tire the House with those 
figures and the view therefore that I would stress is that from the point of vieŵ  
of an economist who believes in a balanced economy the position is not hopeful* 
for the country. The Finance Member says: Your method is no good. You 
told me that I would never be able to have surpluses. You told me that the 
position of the country was very bad. Look at the figures. We have increased 
revenues from import duties and so on. So obviously your criticism is unfair ; 
yovii criticism is wrong. My answer to that line of criticism is this. We 
Xndian critics have no chance of putting into effect our views. But you have 
the chance of putting into effect your views. Therefore, you cannot say that 
if you had tri^ our remedy—(our remedy is that of a lower exchange; our 
remedy is that of an export duty on gold; our remedy is that of borrowing 
freely for productive purposes)—you cannot say that if we had a chance 
we would not have done better than you have done, because we have never 
been tried. You have been tried and you have been found wanting. So far
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w  we are concerned, our views have never been put into operation. And 
therefore you cannot say that our criticisms were wrong and your view was 
right. The real state of the country is refiect/ed in the Railway Budget and 
the provincial budgets.

Sir, social phenomenon is very comjf'ex and we camiot be as precise as 
we are in mathematics. No one can sLy his view is absolutely right and 
somebody else’s view absolutely wrong. And therefore it is not fair for any one 
ito dogmatise in regard to questions wliich concern the economic welfare of the 
oountr>\ And therefore the Finance Member would do well to occasionally 
remember that after all there is some sanity in his Indian critics also, that 
they too have the interests of the country at heart, and that they too give 
some thought to questions which concern him as well as them.

(At this stage the Honourable the President resumed the Chair.)
Sir, what are the results of his policy ? Growing unemployment not only 

âmong the educated classes but among the masses and if he wants to know 
what the real position in regard to unemployment is, I would respectfully 
advise him to read the report of a committee which was appointed by the 
United Provinces Government which submitted its report only last month. 
He will find, Sir, from that report that the position of the middle classes is very 
bad so far as my province is concerned. I do not think that other provinces 
tire any better off*. The position of the professions ia very bad. The lawyers, 
doctors, engineers, all have been hard hit by this depression, and we see in 
our professions no revival of trade. We say in our actual experience we are 
not finding any signs of recovery or prosperity.

Sir, so much for the general aspects of the Budget. So far as the actual 
âllotments of this surplus are concerned, I will also very briefly indicate my 

point of view. I approve of the grant of Rs. 40 lakhs to agricultural research. 
Agriculture after all is the main industry of this country and we cannot give 
too much to agricultural research. I also approve of the grant of Rs. 10 lakhs 
to the Indian Research Fund Association. But, Sir, I am not able quite to 
understand why Rs. 5 lakhs have been given for the small woollen industries. 
Is it as a sop for the refusal to give protection to the woollen industry that 
these Rs. 6 lakhs have been allotted ? And so far as Broadcasting is concem-

well, I may be pardoned for sa^ng that I do not believe in this broad­
casting business. Of course, it is said that these Rs. 40 lakhs wiD not be used 
for political purposes. Of course, Government is never political. It is only 
we who are political. We do not really know what this money will be even­
tually used for.

Then, so far as this rural reconstruction is concerned, let us be quite frank 
about it. We said last year that we approved of this rural reconstruction 
business. We all want rural reconstruction. But we want you to consult us 
in regard to the way in which you are going to spend this money. It was 
suggested that you might appoint a joint standing committee of both the 
Houses to advise you in regard to the suggestions that you received from Pro­
vincial Governments. Well, that suggestion has never been given elfect to 
«nd so far as non-officials are concern^, they have had no lot or share in this 
rural reconstruction work. I should have thought that the best agency for 
rural reconstruction work was a non-official agency and that Government would 
have co-operated with non-official agencies for the development of rural areas.

Then, Sir, there is another item on which I should have liked to see some 
money spent by the Honourable the Finance Member, Sir, the British Gov­
ernment of this country has expressed great concern for the depressed classes. 
They have great love for the depressed classes. The Delimitation Committe
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too has disoovered that oumulative voting, which is a form of separate elec­
torates— ît practioally comes to that— îs necessary in order that these depressed 
classes might be protected from the Poona Pact. But, Sir, it has never 
occurred to the Government to allot some money for the uplift of this class 
whose trustees they claim to be. Sir, surely in a budget of such dimensions 
it was possible for the Government to provide a sum of Rh. 50 lakhs for the 
educational uplift of this class i Educational opportunity, Sir, is fundamental 
to economic opportunity and therefore I say that it would have been proper 
for the Government to allot some money for the educational uplift of thesd̂  
classes. I make this suggestion even at this stage to the Finance Member and 
if he can find Rs. 50 lakhs for the educational improvement of the dep­
ressed classes, so far as I am concerned I should be very grateful indeed. Sir» 
we have every sympathy with these classes. They are bone of our bone and 
flesh of our flesh. {An Honourable Member: “ Brahmin and Harijan ?
No, Sir, our sympathy is much more real than the sympathy of Christian 
missionaries and Christian zealots.

Then I come to the taxation propoHals. T have already said, Sir, that the 
payers of big incom̂ -̂tax have a legitimate grievance because the salary cuts 
have been restored while the surcharges still remain. Essentially this is a 
rich man's budget. While there is some relief for the lower middle-class there 
is no relief for the poor man. The price of the post card continues to be three 
pice. Wo want villages to be opened up. Wo want these villagers to write 
letters occasionally to their friends. The present rates hit the villagers very 
hard. Therefore T would beg of the Honourable the Finance Member to con­
sider favourably the suggestion that the rate on the post card should be reduced 
to two pice, even one pice as was suggested by my Honourable friend Mr* 
Mchrotra.

Nothing has been done to meet the sentiment in regaid to the salt tax 
in this country. It might have been possible to reduce the salt tax by a 
small margin. Oue rupee per maund could have been substituted for the pre­
sent rate of Rs. 1-4-0 per maund. But nothing has been done here.

Just a word about the military expenditure. The defence budget this 
year will stand at the figure of Rs. 45,45 lakhs. We are threatened with higher 
defence budgets in the years to come, because we are told that the present 
budget figures do not represent a permanent level of defence expenditure. 
Our view is—and we shall repeat that view in this House in season and out 
of season- that the defence? expenditure in this country is too high. Tt is a 
view which wag stressed by Sir Walter Layton in a very able memorandum 
which is attached to the main report of the Simon Commission. There are 
economies suggested by the Honourable Mr. Shantidas Askuran in his speech 
on military expenditure the other day in this House. But apart from those 
economies, there is one direction in which you can retrench, and that is, by 
reduction of British troops in this country. The present ratio was fixed 
the time of tlie Mutiny. Then you are suffering from the Mutiny complex. 
Can you not get rid that complex even after 60 or 70 years of stay in this 
country ? Can you not trust the Indian after 60 or 70 years ? If you cannot,̂  
then you are not paying a compliment to your rule of 60 or 70 years in this 
country. We do not want you to reduce the actual number of troops in this 
country. You can replace gradually British troop by Indian troops. A 
British soldier cost« three or four times as much as an Indian soldier. If 
you make a reduction in British troops, you will be reducing the military ex­
penditure  ̂ There are other ways in which you can, while maintaining the
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efficiency of the army, reduce expenditure. Suggestions have been made 
that you should develop the Territorial forces in India, and that you should 
have a second line of reservists in India. But all these suggestions are never 
carried out, and will never be carried out, because the military policy is dic­
tated by certain political considerations. Unless you can get rid of these poli­
tical considerations, the military budget will remain as high as it is today. 
We want you to substitute a policy of trust for a policy of distrust.

The H o n o u b \ b l b  t h e  PRESIDENT; May I ask th e  H o no u ra b le  
M em ber to  conc lude  h ia speech ?

T h e  H onottrable  M r . P. N. SAPRU : I have got no other observations 
to offer. Sir. The Budget is one which does not really reflect the real condi  ̂
tion of the country.

T h e  HoNOTTB iB L E  T H E  PRESIDENT (to the Honourable Mr. Kalikar) : 
I hope you will be as concise as possible and not repeat what has already been 
stated.

Ttte HoNnuBABLE Mb. V. V. KALIKAR (Central Provinces : General); 
I will try, Sir. I congratulate the Honourable the Finance Member because 
he has given some relief to the middle classes. I also congratulate him because 
he hat? not piled np additional taxation. But, Sir, I cannot congratulate him— 
and I do not endorse his view—that prosperity ha« returned to India and that 
the Budget is really a surplus budget. The surplus which he has shown is 
due, in my humble opinion, to some causes—one of which is the maintenance 
of the high taxation which was imposed to meet the situation arising out of 
the depression. The other cause is under estimation of revenue. I alsa 
think that if some items of expenditure which are essential for maintaining the 
national credit had not been reduced we would not have had this surplus. 
I therefore cannot share his view that the surplus is a real surplus. It may 
be a surplus so far as paper accounting is concerned. He may say that pros* 
perity has returned to India, but taking into consideration the deficits 
in the other provinces and the condition of the masses, I am not in a position 
to endorse the view that prosperity has returned. Sir, various suggestions 
have been, and are being, made about the change of the ratio and the export 
duty on gold, but those suggestions are not given effect to. I do not claim 
to be an expert in financial matters but I do claim to have some knowledge 
of the agriculturist and looking at the Budget from the agriculturist’s 
point of view I cannot say that it is a budget in the interests of the agricul­
turist. The prices of agricultural commodities have not gone up. India is 
admittedly an agricultural country and if exports of raw materials do not 
increase I submit that the condition of the agriculturist is just the same as it 
was four or fî  e years ago. So if my Honourable friend the Finance Member 
says that prosperity has returned to India, I should like him to be disillu­
sioned as soon as possible.

Well, Sir, he has distributed the surpluses for the last three years and I do 
not want to quarrel with him on that accoimt, but I want to submit that his 
first duty in distributing the surplus was to decrease the burden of the tax­
payer and so increase the capacity of the taxpaj er as well as the agriculturist 
to pay taxation. My friends have made requests to him about decreasing? the 
r t̂e of the post card. I do not know how far that will appeal to him, but 
from the speech that he made in the other House I infer that it would involve a 
•ost of about Rs. 50 lakhs and that he was not going to subsidise a commercial
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•department, I do not quarrel with him about subsidiBing a commercial depart- 
cnent, but I request him to think of this decrease as a sort of programme of rural 
uplift, because for the agriculturist this is the only means of communication. 
I would not have complained if he had not given concessions in regard to 
postal rates on letters, but I seriouriy contend that he would have earned the 
Appreciation of the masses and of the agriculturists in especial if he had found 
ways to reduce the rate of the post card.

Sir, juat as other provinces have put in  ̂word in their own interests and 
as mjrHonourable friend Mr. Askuran has cited a sentence from the speech 
of the Finance Member of my province, I must also bring to the notice of the 
Ctovernment of India that my province has been having a deficit for the last 
three or four years. We have willingly taxed ourselves to meet the deficiency 
and all sources of taxation have been explored. It is now therefore the duty 
of the Government of India to come to the rescue of my province when provincial 
autonomy is going to be established shortly.

Sir, as to the grants for rural uplift, I have no quarrel with him, but f 
submit that the grants should be made in such a way that the expenditure of 
the I*rovincial Government in this connection can be scrutinised, so that the 
grant may really be employed on projects useful to the agriculturist and not be 
diverted to something else.

Sir, much haa been said about the defence expenditure. I do not want to 
eay much in that connection, but I must submit that an authoritative state­
ment by two Judges on the Capitation Tribunal has been made that some por­
tion of the Indian Army is meant for imperial purposes. If that is so, it is 
the duty of the Government of India to press on the British Government to 
give more money for the maintenance of that portion of the army.

I finally submit therefore that so long as the prices of agricultural com­
modities do not go up, so long as industries do not flourish and so long as the 
emergency taxation wldch you have imposed on the taxpayer is not removed, 
I  am not in a position to call it a prosperity budget.

The H jn o u r AlBLB Diwan  B ahadite G. NARAYANASWAMI CHETTY 
(Madras : Non-Muhammadan): Sir, I beg to oflfer my tribute of congratula­
tion to the Honourable the Finance Member for the most encouraging Budget 
that has been presented in recent times. Every Member of this House knows 
only too well with what pessimistic feelings last year the Honourable Finance 
Member presented his Budget for the current year. The Honourable Member’s 
fears have now been belied, and he attributes his conservatism of the past 
year to the belief that he imposed in his inexperience on the Cassandra-like 
prophesies of certain persons. Now that he has gained sufficient experience 
of this country, he seems so fully confident of its marvellous recuperative powers, 
in the economic sphere that he ventures to colour his prudence with a little 
imagination and says that this would not in any way offend the strict canons 
of financial orthodoxy which he himself advocated last year. I once again 
wish to congratulate the Honourable Finance Member for his boldness, and 
I hope and trust that his expectations will be only too well justified.

The Honourable Finance Member has in disposing the surphises, taken upon 
himself the impossible task of pleasing every one. He has tried to please 
the agriculturists, the industrial and commercial classes, the middle classes 
ajid the services. But I must frankly say that he has faiM to please the poor 
man. The poor man has still been deni^ his privilege of using the half anna 
post caixi. . ' '

^ 4  COUNCIL OF »TATB. [dTH MaROH 1936.



It is very refreshing to note that Government propose again to allocate 
.more than a crore of rupees for the rural reconstruction scheme in the provinces. 
Though, as pointed out by some, these small doles to the provinces might not bo 
sufl&cient to launch upon vast schemes all of a sudden, yet I hope that the 
doles the Central Government have been distributing recently should be an 
encouragement to the provinces who should, in their turn, supplement the sub 
ventions of the Imperial Government and utilise them to the best adva t̂agt' 
of the masses, the responsibility for whose welfare, especially under the coming 
constitution, lies on their shoulders. The establishment of rural dispensaries 
is one of the crying needs in the villages and I trust that the Provincial Govern­
ments who have been asked to formulate schemes will pay suflScient attention 
to this most urgent need.

The results of the agricultural and other research institutions, on which 
<<}overnment have been spending large sums of money in recent years, have 
admittedly been ol great advantage to the agriculturists and the industrialists, 
and it is but proper that Government should encourage such institutions. 
The subvention to the benefit of the small scale woollen industry is, no doubt, 
very small, but we hope that the way in which this amount is utilised for the 
improvement of the woollen industry will determine the future policy of 
■Government in regard to the enhancement of this sum.

Broadcasting is going to play a vital part in the aflFairs of every civilised 
nation, and I hope all the Members of this House will gladly welcome the 
demand under this heading.

The bold('st step the Finance Member has taken this year is in the matter 
of income-tax. He has been plea^d to raise the amount of the taxable income 
from Rs. 1,000 to Rs. 2,000 and he has thus earned the gratitude of thousands 
of petty merchants and middle class people. He has also been pleased to 
reduce the surcharge on income-tax from one-sixth to one-twelfth, but this has 
not satisfied the upper classes. The Finance Member has made an optimistic 
estimate indeed of the revenues from income-tax for the coming year, counting 
on the continuance of the improvement of the economic and trade conditions 
in the country, and if only the Finance Member had shaken off his conserva­
tism in respect of other items also, he could very well have got rid of the whole 
of the surcharge on income-tax.

Another important item in the Budget to which I wish to make particular 
reference is in regard to the alteration in postal rates. I cannot call it a 
reduction in postal rates. In fact, the Finance Member himself preferred to call 
it a postal concession, which he said, will be generously welcomed if not grate- 
lully received. 1 camiot call it a reduction, because, if there is a reduction 
in certain cases, there is to be an enhancement in certain other cases. The 
increase in weight of the one anna letiei from half a tola to one tola is certainly 
a relief, but the adoption of a scale of an additional half anna for every addi­
tional tola is not so alluring as it seems to be. In fact, it is in the main, an 
enhancement of the postal rate. To take one or two examples, at present we 
have to pay onlĵ  one and a quarter anna for a letter weighing two tolas or two 
and a half tolas, whereas under the proposed system, we have to pay one and 
a half annas and two annas respectively. The post card, as I have already 
said, is the poor man’s necessity. There has been an insistent demand for 
'the half anna post card and now Government have got large «urpluso5i on hand. 
I do not therefore see any reason why Government should not show this conces­
sion now at least to the poor man. The creation of a revenue reserve fund 
without giving relief to the suffering masses, I would call a luxury, and I 
strongly deprecate the idea. I hope the Honourable the Finance Member will 
'.himself admit that it is not a wise economic principle to starve the family to
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pay the premium. The Government may say that the balance of Rs. 1,97 laldm- 
which they propose to transfer to the revenue reserve fund is a non-recurrent 
resource and that, according to orthodox financial principles, it cannot be 
utilised for covering up any deficiencies that may result from the restoration 
of the half anna post card, which will be a recurring demand. But I would 
say that the balance that the Government propose to transfer to the 
revenue reserve fund is not a balance that has been achieved merelj’̂ as a 
result of emergency taxation, in which case they would be justified in 
calling it a non-recurrent resource, but, on the other hand, this balance 
is largely due to the under estimating of certain sources of revenue— 
and this is repeated year after year and it cannot therefore be called non­
recurring. ‘

I should like to thank the Government on behalf of the salt manufacturers 
of Elnnore for the concession shown to them by the Central Board of Revenue. 
I do hope that the Central Board of Revenue will make them a little more 
permanent in their holding and that the question of some more (KmceBsions 
will be favourably considered when the matter is placed before the Central 
Board of Revenue.

Before concluding I would once again congratulate the Honourable 
Finance Member for his generous Budget, and I would earnestly request him 
to follow a bold policy of economy, retrenchment and reorganisation. It is 
only such a policy that can prevent the political thermomet<?r from rising. 
May I rest assured that the Honoiuuble Member with his vast experienrt* of 
English budgets will do his best to prevent this rise ?

T h e  H o n o u b a b l e  Sa b d a b  BUTA SINGH (Punjab : Sikh): Sir, I am 
afraid I do not regard the Budget as an indication of prosperity. The real 
state is revealed by the fact that while the value of agricultural produce for the 
whole of India st<^ at Rs. 10,34 lakhs in 1929, it was only Rs. 4,73 lakhs in
1934, thus registering a fall of 53 per cent, in values. The figures later than
1934 are not publish^ so far. Then again balances in banks are no indication 
that money is circulating freely. In the period mentioned abov  ̂ currency 
was contracted to the extent of Rs. 50 crores, and expansion so far as I have 
been able to ascertain is limited to about Rs. 2 crores. The Budget really is 
evidence that the Government of India are unable to put forward any eonslnic- 
tive policy. Newspapers constantly point out what measures other countries 
have taken to meet the situation. India has been suflFering from economic 
sickness and our financial pandits both at Whitehall and Delhi have been 
content to watch and wait.

This, Sir, I submit, is not what the country desires and we should like to 
know what is the economic policy of the Government of India ?

The Budget is merely an auditor’s report, a summary of accounts, and we 
may well say that these accounts are well and carefully kept, but what of 
initiating schemes of development for removing the famine in money 
which has been inflicted on the agricultural population.

Now, Sir, let us take sugar. The excise duty has yielded Rs, 35 lakhs 
more than was anticipated, while customs duty on sugar has yielded Rs. 1»85 
lakhs more. The ad^tional income that has flowed into the treasury on ao» 
count of railway freight on sugar cane and transport of sugar, inccme-tax 
on income yielded by sugar factories are not negligible, and wo may say that 
these have yielded substantial income. Could not the Honourable the Finance 
Member see his way to lowering the excise duty on sugar and thus raising
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p rice  o f sugar cane w h ich  w il l add a l i t t le  to  th e  incom e o f th e  a g r ic u ltu r is ts  ? 
W h a t are th e  reasons fo r  keep ing  th e  d u ty  a t it s  p resen t le ve l ?

Then again tho Finance Department has generously helped the income- 
taxpayer, but what of the poor agriculturists, whose burdens are heavy and 
who have borne it with such patience ? Could not the Honourable Finance 
MiJmber give each province its share of the surplus with this undertaking that- 
an equal amount should be remitted in land revenue. I felt it my duty to 
bring my views to the notice of the Government of India. I am, however, 
thamdul for small mercies and I trust that if the Finance Department apply 
their mind to planning prosperity it can do a great deal to improve trade and 
thereby world peace. •

The HoKO imABLB R a ja  GHAZANFAR ALI KHAN (West Punjab: 
Muhammadan): Sir, I am sure the Honourable the Finance Member must be 
a little bewildered as to whether the number of congratulations which he has 
received on his Budget exceeds the number of adverse criticisms made both in 
the other House as well as in this House. He would be further bewildered if 
he were to sum up the various suggestions which have been made by Honour­
able Members with a request that the Honourable the Finance Member may 
kindly give effect to them immediately. It was suggested to him that the 
postal rates on post cards should be reduced ; all surcharges should be removed ; 
the salt duty should be reduced and large amounts should be paid to the differ­
ent provinces, more money should be spent on agricultural needs* and some 
money should also be invested on relieving unemployment. If all these pro­
posals are put on paper and the Finance Member is to seriously consider all 
these suggestions, I do not know what ho will do. As a matter of fact I had 
no mind to take part in this debate, because I personally find that this is a 
Budget which does not require any speeches. But for this convention that 
one day must be devoted for the general discussion of the budget, I am sure 
there would have been very httle room either to congratulate or to condemn. 
As I find that since the Finance Member has come to India he has been taking 
some interest in the welfare of the rural areas and as I come from a village,
I consider it my duty to thank him on behalf of the villagers for the little he 
has done for them. He has been responsible at least for concentrating the 
attention of Provincial Governments and also the public towards rural people.

The second object for which I congratulate him is setting apart a sum of 
Rs. 20 lakhs for Broadcasting. I am sure this broadcasting scheme will do a 
lot of good both to the urban as well as to the rural people. I can say, Sir, 
from personal knowledge that the Controller of Broadcasting is a true welU 
wisher of this country and he is definitely determined to see that the Grovern- 
ment do not use this broadcasting scheme for any political motives. I am 
sure if he succeeds in his attempts this broadcasting will soon become extremely 
popular. As regards the villager, Sir, the chief difficulty is that a very small 
portion of this money actually reaches him. Most of it is spent by the depart­
ments which are in charge of spending money. As a matter of fact Gk>veniment 
departments have been multiplied so much and there is a separate department 
for every little work.

We read in the reports that 14 tons of quinine was distributed to the 
villagers but I am sure that not even one-tenth of this quantity reached tha 

villagers actually. The Finance Member should realise 
4-46 P.M . villagers really require relief in three or four dire-

tions. First to ke tfaeir financial conditicoi better. As £»r as health
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•concerned, if we go to the villages we find big headlines: Have ventilators in
your house Buy mosquito nets etc. But the question is, where is the 
money to come from ? I remember a man lecturing on this'rural uplift and 
he said : “ Everybody must buy a mosquito net to protect himself **. But the 
villagers said : Where are we to get beds from ? When the villagera
have not ?̂ot charpoya to sleep on, what is the good of asking them to buy 
mosquito neL8 i Then, Sir, under the orders of the district officers a large 
number of ventilators are made in rooms in different villages but one day when 
an officer went to inspect them he found that they were closed down by the 
villagers putting some pieces of cloth in the holes on account of the cold. 
They said : We have not got enough clothing to protect ourselves from the
^old Therefore, Sir, I would ask the Finance Member if merely this setting 
apart of a crore or a crore and a half will bring any specific relief to the villa­
gers ? The Provincial Governments are having deficit budgets. They have 
during the last few ye r̂s been forced to close down schools, to close down 
hospitals, to neglect roads, not to make any arrangements for the marketting 

produce. So imder these circumstances, how does he expect that rural 
people will derive any substantial benefit from it ?

Well, Sir, I think I shall be placing the Honourable the Finance Member 
under a great obligation if I resume my seat and give him an opportunity of 
repljing to these questions. Therefore, Sir, all other detailed remarks about 
rural uplift 1 will postpone till another day.

'J?HE H o n o u b a b le  Si b  JAMES GRIGG (Finance Member) : Sir, I am
extremely glad to have this opportunity of penetrating into this Upper Cham­
ber and into this atmosphere of sober calm. It is an unusual atmosphere and 
unusuaDy peaceful for me and the speeches have been of an unusually scientific 
and inquiring nature and of a much less condemnatory nature than I am accus­
tomed to.

Also, there is another unusual feature in today’s debate—very unusual in­
asmuch as I have been getting a certain amount of commendation—and com­
mendation too from very unusual quarters. I think my Honourable friend, Mr. 
Hossain Imam, at least two if not three times, expressed approbation of the 
Budget. I think I am fight in saying that this is the first time he has agreed 
with anything that I have done. {An Honourable Member : With anything
that anybody has done ! And for this rare and refreshing fruit I must 
express my gratefiil thanks.

Well, Sir, the main thesis of the debate here, as in the House below, is the 
question whether or not I have imder estimat;ed. Now in the Lower House 
I was able to answer Members who took one view by producing other Members 
who took a diiferent view, and there was very little left for me to do except to 
face one person with another. But in this House I can do more than that. 
I can produce four Members who have themselves taken opposing views on the 
same subject. They are Mr. Shantidas Askuran, Rai Bahadur LalaJagdish 
Prasad, the Leader of the Opposition Rai Bahadur Lala Ram Saran Das, and 
Mr. Sapru.

Mr. Sapru put it in the crudest and shortest form. There is not a surplus 
but nevertheless you must use it in giving more away in reductions of taxation 
und in providing more money for social work. Well, now, let us take Mr. 
Shantidas Askuran. He said, as I understood him. Cautious estimating is all 
veiy well but you are overdoing i t : you are definitely under estimating and you 
are dboWing every sign of going on doing it. That was one side of the picture.
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But another side of it was : This Budget does not reflect the oondition of the 
country at all. The country is in dire distress. There ought not to be a sur­
plus at all. Look at your railways. Look at your deficit provinces. I think 
he about cancelled himself out.

Then take Rai Bahadur Lala Jagdish Prasad. He also tx)ok both lines. 
Don’t you believe in this recovery business. There isn’t any recovery. But 
still you have been under estimating and you are going on doing it. I think 
I have already summarised not unfairly the argument of Mr. Sapru. If I may 
repeat it for the information of the House : There is no surplus but never­
theless you have got quite a lot of money to give away if you will only do it.

Of course, in addition to the four self-destructive Members there was a 
large number of Members of the House who ranged themselves on one side or 
the other and I think I can produce a fairly even balance of forces there. 
First, my Honourable friend, Sir Phiroze Sethna, said that all these criti­
cisms about underestimating and deliberate underestimating were quite 
invalid. He took the view that caution in estimating was not only legitimate 
but wise and I am extremely grateful to him for his weighty support in that 
matter. Again, Mr. Hossain Imam too approved of caution in estimating. 
He approved whole-heartedly of meeting the Quetta instalments from revenue 
as they accrue and not by borroi îng them and leaving somebody else to pay 
for them. His support too I am giateful for, and as 1 said in my opening 
remarks it is particularly refreshing in that it is rare. Mr Kalikar said that 
there was not a i-eal surplus, if T understood him aright, and 1 think the Khan 
of Hoti, yes, he said that there was no real recovery—look at the railways, 
and the future is full of uncertainty—there certainly is not a surplus at all.

Well, now, we come the others. Mr. Ghosh Maulik took the view that 
I had underestimated and had been doing it deliberately for quit̂  a long time. 
Mr. Parker, 1 think, I have got his remarks down, said imagination is essential 
but I had been showing excessive caution and I had been failing in my duty by 
deliberately underestimating. 1 myself had sjiid that sugar revenue was only 
an enlightened guess : so guess again and when yon guess leave more room for 
reduction in taxation. Sir DaWd Devadoss said : You must remove all 
emergency taxation. You are underestimating and anyhow sufficient unto 
the day is the evil thereof.

So you see there is not very much agreement on this question of under­
estimating and perhaps therefore there is room for a dispassionate examina­
tion of the facts again. It is true that the railways are in deficit and that the 
provinces, a great many of them, are in deficit too. I explained that the deficit 
position of the railways, though it would be serious if it was not put right quickly 
and put right partly by measures within the control of the Government of India 
but even more by a greater measure of co-ordination and co-operation between 
the provinces and the centre,—as I say I explained that, though the railways 
were in deficit and would have to be put straight, that the existence of the deficit 
was not necessarily conclusive evidence that the state of aifairs at the centre 
generally was now disastrous or even depressing. Obviously there are special 
factors at work in the railways. I mentioned the question of road competi­
tion. I mentioned in the Lower House and I mention it here casually in passing 
that the protective policy of the Government of India, whatever may be said 
on the one side or the other about it, has undoubtedh" resulted in a loss of 
revenue to the railways, and that figure has been estimated by the North 
W estern  Railway on one commodity of sugar alone at Rs. 30 lakhs a year. 
You may approve of a policy of protection or you may not approve of it, but 
what is undoubted is that it does lose the railways money by substituting for
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Hie long lead traffic from the ports short leads appropriate to internal distribu­
tion. Anyhow, as far as the railways are concerned, they are not at present 
conclusive evidence one way or the other. But there will be a disaster if they 
are not put straight, and put straight very quickly. Everybody is agreed about 
that. But the existence of deficits in the provinces is undoubted. It is a fact 
to which I will return later, because it is a fact to which I have attached the 
greatest possible im^wrtance in framing the Budget. Let us first examine 
my own figures. The Budget of 1934-35, which were not my figures but the 
figures of my predecessor, resulted in a surplus. A year ago I provisionally 
estimated that that surplus would be something over Rs. 327 lakhs. It has 
turned ou i to be Rs. 168 lakhs higher. I estimated also a year ago that the 
surplus of the current year, 1935-36, would amount to Rs. 6 lakhs only whereas 
it is Rs. 242 lakhs. The figures of 1934-35 and the figures of 1935-36 are both 
about Rs. 2 crores better than I then anticipated. It is thus quite clear that 
the degree of under estimating which I was guilty of last year was at the most 
Rs. 2 crores. I think you must assume that in framing estimates for the next 
year, knowing perfectly well or having been convinced now of the existence of 
this under estimate of Rs. 2 crores, this has been corrected. I believe that 
that has been done. The only possible big item on which there is room for 
difference of opinion is the ease of sugar. It was on this that the Honourable 
Mr. Parker took me to task. I dealt with this question of sugar in the Lower 
House, partly in my Budget speech and partly in' the speech winding up the 
Budget debate. There is no doubt that every year tlie estimates of sugar 
revenue have been wildly inaccurate. They have never been leŝ  than a crore 
wrong, but they have not been uniformly wrong in one direction. In some 
years they have been excessive, in other years they have been too low. Last 
year they were too low. This year we have put the figure at Rs. 2 crores and 
I do not in the least mind coBiessing, as I have confessed already, that that 
estimate is in the nature of an enlightened guess. Since the estimates were 
framed, two further months* figures of customs receipts have become available. 
There was a large drop in the receipts from the sugar import duty in January, 
and there has been an almost stupendous drop in February. In January, we 
got Rs. 17 lakhs of sugar revenue as against Rs. 25 lakhs in the year before and 
against an average of Rs. 33 lakhs for the first nine months of the year. In 
February the figure is only Rs. 5 lakhs, so that you will observe that in order 
to realise the estimate of Rs. 360 lakhs which I framed six weeks ago for the 
purposes of the Budget, we have got to collect Rs. 42 lakhs on account of the 
sugar import duty in March. I do not believe there is the slightest chance of 
getting this. All our information goes to show that it will be quite a small 
figure. So, already it looks as if the figure of Rs. 360 lakhs for the current 
year is quite definitely on the high side, and if it is quite definitely on the high 
side, then I think that the figure of Rs. 2 crores for the following year is on 
preront indications at any rate pretty optunistic and certainly not pessimistic. 
Taking those two sets of facts together, the General Bud^t estimate and the 
position of the sugar import, I do not believe that there has been any undei; 
estimating for the year which is about to commence and that means that the 
amount of money available for tax reduction is not appreciably more nor 
I hope appreciably less than the figure of Re. 2 crores on which I have 
counted. Anyhow, supposing I have been cautious. What is the first necessity 
of the financial situation as I see it today ? That first necessity 
is occasioned by the fact that provincial autonomy is due to start in a yearns 
time. la fact, every Honourable Member of this House has pointed out that a 
large niimber of the provinces are in deficit. Practically e v e a c j  Honourable
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Ttfember pleaded that these provinces should be made solvent by the centre 
before they start on their autonomous way. It has been recognised in the 
<Jovemment of India Act, 1935, and in the Report of the Joint Select Com- 
nuttee, that subventions would have to be given to a number of them to put 
them straight. I am free to confess that my own desire is—and it is the desire 
also, I think of the Grovernment of India—that we should, in the financial 
adjustments which would have to take place in connection with provincial 
autonomy, we should contribute as much as wê ?an spare towards starting the 
provinces off on their autonomous way at any rate solvent. As I said in my 
Budget speech, we have got to find next year about Rs. 2| crores for the separa­
tion of Burma. The Honourable Member from Burma asked how much of the 
Rs. 197 lakhs Burma wiU get. All of it and a good deal more.

The H onourable Mr . W. T. McINTYRE : I am glad to hear it.
The H onourable Sir  JAMES GRIGG; I gave as a provisional figure 

that we could not rely on having to find less than about Rs. 2 crores if we were 
to solve the problem of the deficit provinces. Taking the two things together, 
we have Rs. 4| crores extra to find next year. With that bidden ahead of us, 
it is no good taking chances. It is no good saying, Let the future take care 
of itself The future is there. We know what it has got for us. It has got 
to be taken care of. That being so, I am certainly not prepared to take any 
very serious risks of the future. Incidentally, a large number of Members have 
today asked for more money for agriculture. Well, that is primarily a provin­
cial purpose, and I take it that in future you have got to look mainly to the 
provinces for beneficent expenditure under that head. Their asking for more 
money for agriculture is quite inconsistent—whether they get it direct or 
through the medium of the provinces—with demanding at the same time that 
the surcharges on income-tax shall be reduced.

Now I will come to the other points which have been raised during the 
debate today. One which attracted the most attention was the post card.
I think practically every Member mentioned it. This would mean a recurring 
<50st of Rs. 50 lakhs a year. The word “ recurring is rather important, because 
of certain suggestions that were made towards meeting the cost of it. Now if 
I have carriSi you with me în sa5ang that I have not under estimated my 
revenue in the Budget for the next year, there is quite clearly no margin of 
Rs, 50 lakhs on the General Budget to pay for the reduction of the post card 
rate by three pies.

The Honourable R ax Bahadur Lala RAM SARAN DAS : Broadcast­
ing was not such an emergent expenditure to be incurred this yeaj as the reduc­
tion of the post c.ard rate.

The H onourable Sir  JAMES GRIGG: Which broadcasting do you
mean ? The non-recurrent or the recurrent ? That was a suggestion by 
another Member opposite and I will come to it in a minute. But even if there 
were a margin on the General Budget, there is certainly no margin on the posts 
^nd telegraphs budget, and in spite of the disapproval which has been expressed 
at my orthodoxy in that respect, with the horrible spectre of the railways in 
front of me, I am not going to be a party in any way to subsidising the commer- 
<jial departments from the General Budget. If you do it for the posts and tele­
graphs, there is no earthly reason why you should not do it for the railways, 
and once you start on that the central bu^et and the railways are both alike 
goi\4g to suffer. But there was a suggestion made—and I think that waa the 
suggestion to which Rai Bahadur Lala Ram Saran Daa was referring—from 
one of the benches behind him that we should raid the rural development

OENERAI. DISCUSSION OF THE GENERAL BUDGET FOR 1936-37. 261



[Sir James Grigg.]
fund to pay for the cost of the reduction of the post card. But the rural* 
development fund is a single non-recurring item of Rs. 108} lakhs, and the 
cost of the post card reduction is a recurrent figure of Rs. 50 lakhs. If you 
capitalize the Rs. 50 lakhs that comes to Rs. 10 or Rs. 12 crores, and you cannot 
get Ra. 10 or Rs. 12 crores out of Rs. lOHJ lakhs. It is no good applying a 
non-reourrent reĵ erve to recurrent objects, and, although there is room for a 
certain amoimt of argument as to what is recurrent or hon-recurrent, the cost 
of reducing the post card is recurrent and your revenue will be permanently 
Rs. 60 lakhs lower than it otherwise would be, and there is no doubt that the 
rural development fund is non-recurring. But even if there was not that 
objection to the suggestion, I certainly am not prepared to divert money from 
the purposes of village development to pay for the first or secrond year only 
the cost of reducing the post card rate.

Then a nimiber of Members referred to tlie distribution of the grants from 
this rural development fund. The fact that they assume that the grants 
are going to be distributefl shows that they do not wish to be taken very serious­
ly in saying that the fimd should be raided to pay for the cost of reducing the 
post cani rate, and Mr. Hossain Imam, Khan Badadur Syed Abdul Hafeez,, 
Khan Bahadur Nawab Chaudri Muhammad Din and the I-<eader of the Opposi­
tion himself all are very curious tb know what is to hv done about the distribu­
tion of the rural grants. We are pressed to distribute them in such a way that 
the Government of India could satisfy themselves that the money was not going: 
to be wasted. That is a request for which I have every sympathy, and again 
I am sorry to keep on referring to my Budget speech but I did say there that it 
would be necessar}" to review the working of the grants which were made last 
year. We have asked for reports from the LocaI Governments on those grants, 
which are due now at any moment, and in the light of those reports we shall 
consider and decide what conditions will be attached to the second lot of grants 
to be made. My own view is—but I am not pontifical about it—that the 
Government of India ^ould restrict to a much narrower category of scheme the 
grants which they are prejMtred to allot, and in that way to prevent difiusion of 
effort and to concentrate the grant on some really useful work or at any rate 
to concentrate it so that it would be more effectively applied over a narrower 
area. I gather from the sense of the debate today that that was the general 
feeling here too.

The Honoueablb R ai Bahadur Lala RAM SARAN DAS : May we 
understand that the amount for rural uplift will not be -pent in raising 
their cost of living ?

The H onoubable Sib JAMES GRIGG : I do not quit(? see how it can 
but I think I can give that assurance with 100 per cent, certainty.

Two or throe Members also raised the question of carrying forward losses 
for income-tax. Well, that is a suggestion to which I am complet3ly unable  ̂
even if I wanted, to find any objection on theoretical grounds or on equitable 
grounds. It certainly ought to be done when funds are available, but there 
are a number of projects for reduction of taxation which I think could not be 
put in a lower category of urgency, and it is no good my pretending that I. 
think there is any immediate prospect of this quite desirable reform being 
carried into effect. However, there again I do not wish to be too pontific J, 
As the House knows, there is a Committee of income-tax experts oonsidering 
the whole question of income tax law and administration, and it may be that
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they will produce suggestions which will enable this reform t/O be done more 
quickly than I can see it being done at the present moment.

I might touch for a minute on a more abstruse point raised by Mr. Hossain 
Imam. He rai^d the question of what is happening to the export trade and 
what is happening to prices. He regarded those as the two necessary indica­
tors to prosperity. In the case of the export trade I would agree with him 
completely ; in the case of rising prices I would not agree with him h o  fully. 
Recovery of prices from a very low level is obviously an indication of improv­
ing conditions. But the rise of prices to an unsafe level caused by inflationary 
methods is extremely unhealthy. So I do not think I can entirely agree with 
him in the matter of prices. But as regards the export trade, there is no doubt 
that an increase in the export trade is an indicator of returning prosperity. 
But unfortunately the Honourable Member has got his facts wrong. Prices 
are rising—slowly if you like, or perhaps you don’t like—prices are rising ; 
I think the Calcutta index number has shown quite a distinct rise in recent 
months. And certainly the export trade shows an improvement over last 
year and the improvement has grown rather quicker in recent months. So 
that, even though the Honourable Member may not be satisfied with the rate 
of recovery, certainly in the two indicators he laid before us there is definite 
indication of returning prosperity. Perhaps here I can permit myself one 
disconnected and general remark. There is undoubtedly at the present day 
a great discrepancy between the prices of agricultural products and of manu- 
faotiured products. Well, that is undoubtedly an indication of a want of 
freedom in international trade, in external trade, and that discrepancy of 
course bears doubly hard on the agriculturist in that he pays more for every­
thing he buys and gets less for what he sells. That discrepancy is there. It 
exists in practically every country of the world, and it is undoubtedly due to 
the restrictions which are placed upon international trade by so many nations, 
and among them in some respects India too I am afraid. *

One or two Members complained that the Government of India were 
doing nothing in the matter of supplying quinine to the population. Well, 
that was answered by Sir Nasarvanji Choks}  ̂ who pointed out that the Gov­
ernment of India had recently distributed between 50,000 and 60,000 lbs. 
of quinine to provinces free on the condition that they were to use it over and 
above the net amount they would normall}’̂ supply to the population. A 
lesson that I draw from this little incident is clearly the Government of India 
publicity is not good enough and I think I shall have to address an admoni­
tion to my colleague on the left to advertise his good works a little more. Sir 
Phiroze Sethna referred to the grant of Rs. 10 lakhs to the Research Fund 
Association and asked whether I was going to be obstinate in insisting that 
this should be entirely spent on malaria. The answer is that the use of the 
word mainly ” was intended to imply a reasonable latitude. I certainly 
contemplated mainly malaria research. I do not in the least intend to take 
up an unreasonable attitude and I will be content to leave my Honourable 
colleague on my left to administer that grant or to decide upon its application 
in consultation with the authorities of the Association without tying him down 
in any very rigid way.

Two Honourable Members, one on behalf of each, asked questions about 
the restoration of the grants to Aligarh and Benares. As I have already said, 
the Government of India have taken up the question of restoration of the cuts 
in the remaining grants under their control. I think they are practically 
entirely confined to medical serviceB and education, though I think there have 
been one or two archioological grants which have been cut down. That question 
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has been taken up and it is being examined and I hope Honodrable Mem̂  
bers will soon their aspirations realised. (Hear, hear.)

I do not want to go into it at any great length, but I would like to say a 
word or two on the subject of borrowine to pay for the reconstruction of Quetta,. 
It has not been given that prominence that was given to it in the Lower Chamber 
and indeed opinion was not so condemnatory here of this orthodoxy as it wag 
in another place. Therefore I need not add very much to what I have said 
in my Budget speech on the matter, but I am very glad to see that I get weighty 
support from Mr. Hossain Imam in this matter ; I am most grateful for it, and 
if I may say so without any attempt at patronage I think it is in a way legiti­
mately encouraging me to l*elieve that I am right in this matter. Another 
Honourable Member took the other line, but for reasons which I found rather 
unconvincing. The Honourable Mr. Ohosh Maulik said that the reconstruc­
tion of Quetta is defence expenditm-e. Of course it is and that is precisely the 
reason why it ought to be charged to revenue and not to capital and why it 
would be quit  ̂ illegitimat-e to borrow for it.

The H onourablb Rai Bahadur La l\ RAM SARAN DAS : Is it not 
capital expenditure ?

The H onourable Sib  JAMES GRIGG : You can argue that (juestion 
if you like ; it is merely playing on words. It is expenditure which it is appro­
priate and proper to ^arge to revenue and I understand that in the Govern* 
ment of India system of accounts there are quite a large number of grants— 
and in all the provincial budgets there is a head called Capital Expenditure 
charged to Revenue. This is one of those cases.

T he H onourable R at Bahadur Lala RAM SARAN DAS : Should 
we understand that Rs. K crores-----

The H0N0URABI.E Str JAMES GRIGO : Will the Honourable Member
let me continue ?

Then I might touch for a brief moment, because this is also another sub­
ject on which I have been compelled to make observations in the past, on the 
subject of gold exports. My views on that are completely unchanged. I do 
not regard gold exports as an evidence of distress at all in the present circum­
stances, but even supposing you grant that a large part of the gold that has 
been exported is distress gold, let us examine for one second the project of 
putting an export tax on it. I think in the case of gold, for which there is a 
free world market, there is no doubt whatever than an export tax on gold 
would fall on the ultimate seller. The ultimate seller—I am making the as­
sumption for purposes of argument, I do not believe it. Honourable Members 
opposite do—is the distressed agriculturist and therefore an export tax on
fold is another means of increasing the burdens of the distressed agriculturist, 

was surprised that the Nawab of Hoti took that line. He is a stern—and 
judging from his opening remarks—almost a threatening supporter of the 
agriculturist.

T he H onourable L ieutenant Colonfl Nawab Sin MAHOMED 
AKBAR k h a n  : Ultimately it comes. It is toot in the interest of India, 
wheth<̂ r it is taxation on the seller or anybody else.
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Tm  H onouiiablb  Sib JAMES GRIGG : If you put an export tax on 
gold, that, tax U ultimately bome by the agriculturist vrho sells the gold and 
ejchypothesi that agriculturist is in distress taking the assumption of the Hononr- 
ablo Members opposite, and the plan just simply boils down to putting a tax 
on the a g r icu ltu r is t— another tax on the agriculturist. Even apart from all 
considerations of balance of trade and so on, 1 am certainly not going to stand 
for anything of that sort.

T he H onourable Mr. HOSSATN IMAM : In gold we have a privileged 
position in the market.

Thk H onourabl*  Sib JAMES GRIGG : Oh, no, we have not. I am 
taking up a number of the detailed points and I hope the House is not findinj; 
that am going into too much detail. But Sir Phiroze Sethna raised the ques 
tion of Government statistics. Well, I think it very right that he should raise 
that question. In some respects our statistical equipment is lamentably in 
adequate.

The H onourable Mr . R. H. PARKER : Very late in getting it too.
T he Honourable Sir  JAMES GRIGG : And very inadequate. At 

the time when the Bowley-Robertson Report was received money was very, 
scarce and the report had to be put aside. Now of course we are not quite 
so tight in the financial sphere, but all the same I personally am not sure whê  
ther the recommendations of Dr. Bowley and Mr. Robertson do cover the 
most urgent needs of India in the way of statistics. But anyhow this question 
is being taken up again and I hope that we shall be able in the course of a few 
months to provide some machinery for improving the statistical equipment 
of the Government of India.

Two Members raised the question of the sugar excise and I was very glad 
to see that both of them expired the legend that the sugar excise has done 
great harm to the development of the sugar industry. In the case of one of 
them, one with whom I have had arguments on fiscal (questions before, I might 
perhaps say that this conversion of his gives me great pleasure and I am al­
most tempted to add, Is Saul also among the prophets ? ” The same Honour­
able Member asked that railway freights on sugar should be reduced and that 
the excise duty should be diverted into a reduction of railway freights. I 
think the Honourable Member’s memory has betrayed him for once in a way 
for railway freights have been reduced on sugar and reduced quite recently. 
Be that as it may, I certainly do not believe and could not possibly accept the 
tiieory that the yield of the excise duty should be diverted in order to reduce 
railway freights. It is only another way of diverting money from the central 
exchequer to subsidise a commercial department and I believe that to be 
thoroughly unsound.

The Honourable R ai Bahadur Lala RAM SARAN DAS : What 
about the unemployment problem ?

The H onourable Sir  JAMES GRIGG : That is a matter for consider­
able discussion ; and I have no time to deal with it. But apart from that, 
you must address your question to somebody else.

There are a niiiiiber of other technical points raised by Mr. Hossain Imam 
and the Khan of Hoti also raised a number of points and rather shook his 
fist at me saying, “ If you do not answer̂  there will be trouble ! But I am 
^raid that I am nauch more frightened of the President than of the Khan of 
Hoti and I think I had better leave those for another occasion I
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Thb Honottbablb LiEtTTENANT-CoLoKBL Nawab Sib MAHOMED
AKBAB KHAN : But, Sir, one thing I do want to know» whether on page
3 where you show Rs. 40 lakhs more in the textile industry, is the TariflF Board
going to raise the taxation on foreign textiles or what is the idea ?

The H onourable Sir  JAMES GRIGG : I know nothing whatever
about the contents of the report of the Tariff Board. It has not yet been
received by the Government of India and the Government of India do not
know when it will be received. But what is indubitable is that there has been
a postponement of imports of Lancashire goods pending the receipt of that
report and one assumes that, in whatever way the imcertainty is removed,
that postponement will be made up in the current year. Our estimates of
rtvenue are naturally based on the existing rates of duty.

The H onottrable Liexjtenant-Colonel Nawab Sir MAHOMED
AKBAR KHAN : No, but I say it is going to be something extra on foreign
goods.

The H onourable Sir  JAMES GRIGG : The Honourable Member can
have his own opinion : he can prophesy as much as he likes about the contents
of the report: it is no good arguing with a prophet—you can only disagree
with him !

For the rest, the general line of Members was. Well, this is not a bad Bud­
get but there is not enough of it. And Raja Ghazanfar Ali Khan gave a list
of some of the things that I was expected to do in addition to what I have
already done. First of all, all income-tax surcharges must be removed. That
is about a crore and a half. Then book packets, that is only a small item—
libout Rs. 5 lakhs. Post cards Rs. 50 lakhs. Abolish the super-tax—Rs. 2 
or Rs. 3 crores. Salt—I was not quite clear whether it was to be 6 annas or
ft annas. If it is 9 annas, it is something over Rs. 3 crores. Carrying forward
losses, another crore. More money for apiculture, an indefinite amount.
Rs. 50 lakhs for harijan work. The reduction of trunk telephone rates. The
removal of at any rate some of the customs surcharges, particularly those
which weigh on the poor man. I am very glad to have that admission—
which is very rare in India— t̂hat customs taxation does weigh on the poor
man. The duty on machinery should be removed. I think that is about a
couple of crores too. Well, I have only been able to give a small dividend on
this. But I have done all that I can do to the best of my belief and it is no
good my promising anything more in the current year. And I will end up
as I began by saying that I consider that my main job is to see that provinoifid 
autonomy, which is only a year off now, can be financed within the resources
of the Government of India and without imposing any fresh taxation. That
is the real crux of the matter and I certainly am not prepared to be a party
to doing anything which endangers that supreme object. (Applause-)
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STATEMENT OF BUSINESS.

T he H onourable K unwar Sir  JAGDISH PRASAD (Leader of the
House): Sir, I just want to make a short statement that we shall meet now
on Wednesday the 11th.

The Council then adjourned till Eleven of the Clock on Wednesday,
the 11th March, 1936.




