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c o u i r c i ^  O F  $ t A m

Saturday, 2nd March, 1935,

Hie Council met in the (Council Chamber of tie  Council House at Eleven
of the Clock, the Honourable the President in tiie Chair.

QUESTIONS AND ANSWERS. ;

Mbssbs. Tbputz Akbatkd W aters Co., Lahore.

68. T h e  HoNotntABtB R a i B a h a d u r  L a la  MATHXIRA PRASAD
{CEHRCXTRA ; (a) 1b it a fact that Kessts. T^plita Aerated Waters: Co.,
Lahore, have got the gontea«t for the suppfy of ice and aerated watem
on the Northern Section of the North Western Railway, from Lahore to
P e^ w ar?

(6) Is it a fact that the Divisional Superintradent, Multan, reported tiie
work of the said Company as unsatisfactory at the end of the last season ?

(ey ti the answei* U> (b) abbv^ be in the affirmative, T i^t action, if any,
have Government l^ e ii in the nibtler ?

The HoNOtntuBLE Sir GtJTHRIE RUSSELL : (o) Yes.
(6) Yes, but the Agent, North Western Railway, states that the com­

plaints made were not ot a serious nature and thtit the work of the Company
was reported to be satisfactory on the thrro other divisions which form part
of the area for whidi hold the oQutl'act. .

(«) The Agent states that the Company were instructed to make special
efforts to avoid a ri petition of the oircumstances which had given rise to the
ecHDhpkints.

T he H onourable  R a i Bah a d u r  La la  MATHURA PRASAD
MEHROTRA : Will the Government consider the desirability of not giving
any further additional contracts to Messrs. TepUtz Aerated Waters Co., in
face of the fact that their work has been found unsatisfactory I

The Honourablb thx PRESIDENT : That is too long a question and
I will not permit it.

Messrs. Tefutz Abratbd W aters Co., Lahobb.

69. The Hosourablb Rai Bahadur Lala MATHURA PRASAD
MEHROTRA : (o) Is it a fact that Messrs. Teplitz Aerated Waters Co.,
Lahore, sublet the contract on the Mandura Bhuan section in the Rawalpindi
division to one Thakur Das ?

(6) Is it a fact that the said Company siahlet the contract in the Multan
division also !

(c) 1b it a fact lihat Biwh Mibletting of contracts is prohibited f
(  391  ) A



(d) Is it a fact that the Divisional Superintradent, Rawalpindi, oonduoted 
an enqiiiry and fonnd that the said Thakur Das had carried onaathoriaed pas- 
sengere in the ice compartments ?

(«) If the answers to (a), (fr), (e) and (d) above be in the afSrmatiTe, what 
action, if any, have Government taken in the matters referred to above ?

Thb Hovousablb Sib QUt HBXE RUSSELL : (a) and ((). No.
(c) Subletting of contracts is not permitted.

<
(d) The Agent, North Western Railway, states tiiat a complaint against 

llia lw  Das, an iceman of the Company, for cairjring onanthotised persons 
in the compartment reserved for the sale of ice and aerated waters, was in­
vestigated but the chaige was not fully proved. The Manager of l^e Com­
pany was asked to dispense with the man’s services and not to re-employ him 
on ^ s  work.

(e) Does not arise.

Ths HoHomuBiJi Rai Bahadttb Lai^ MATHURA PRA6A9 
MEHROTRA : May I know if the contraot was not sublet to one Mr. llMknr 
Dm ? ____

Ths HoNOxnABLB Sim GUTHRIE RUSSELL : 1 have already said in 
reply to (a) and (b) that tlie contract was not sublet to Mr. Thskur Das.

Tbs Hohoitbabu Rai Bahadvb t.at.a MATHURA PRASAD 
MEHROTRA ; Was any inquiry made by the Government!

Thb Hohoxtbablb Bib GUTHRIE RUSSELL : An inquiry was made 
by the North Western Railway.

Mbssbs. G. s. Fattxbsoh & Co., Jos CoimiAOTOBS.
60. Thb Hohoubabijb Rai BAHADxm Lai^ MATHURA PRASAD 

MEHROTRA ; Is it a fact that the contract of Messrs. G. S. Patterson and 
Co., Ice Contractors on the Eastern Section of the North Western Railway, 
from Delhi to Lahore, was cancelled on account of one of the partners of the 
said firm having sold his interest in the firm without informing the Agent, 
Ncnrth Western Railway ?

i ■ /
Thb Honotjbablb Sra GUTHRIE RUSSELL: The Agent, North 

Western Railway, states that the contract was terminated under clause 1# 
of the agreement as the Company had infiringed clause 22 thereof by assigning 
the privilege under their contract to another firm without his permissinn.

Pay and Aixowanobs of Ticket Examiitkbs on obbtain State Railways.

61. The Homotoable Shaikh MUSHIR HUSAIN KID WAX : Has the 
attention of the Governor General in Council been invited to the open letter 
dated Simla, the 9th October, 1934, addressed by the National Federation of 
RaUwaymen, Delhi, to the Chief Commissioner, RaUways, regarding the pay 
and allowance of the ticket examiners on certain State Railways in India ? 
I f so, will Government pleaae state :

(a) Whether the statements and refwences quoted therein are correct ?
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{b) If the reply to part (a) be in the negatiye, in what respeot and to 
^hat extent they are incorrect or inaccurate ?

(c) Whether the claim to average mileage allowance or 75 per cent, of 
iihe pay treated as pay is in order ?

(d) If the reply to part (c) be in the negative, how and why it is not 
in order ?

(e) What action has been or will be taken by Qovernment on this 
letter ? If none, why ?

Thb H onottbablb Sib  GUTHBIB BUSSELL : The answer to the 
first part of the question is in the affirmative.

(a) to (d). It is not possible for me in the short space of a reply to a 
4)uestion in this House to deal with all the afgnments in the letter.

(«) The letter will be examined carefully by the Railway Board but, 
«o far as I can see from a cursory examination, it brings forward no points 
which have not abeady been considered.

QUESTIONS AND AN8WSBB. 398

SHORT NOTICE QUESTION AND ANSWER.

62. Thb Honoukablb Mb . MAHMOOD SUHRAWARDY : WiD the 
Oovemment of India be pleased to state :

(a) What are the names of the G(»nmittees that have considered the 
^luestion of the Indianisation of the Army since 1920 ?

(b) What was the composition of those Committees ?
(c) Which of the reports of the Committees have been published and 

which have not been published ?
(d) If any of them have not been published, what were the reasons for not 

publishing them ?

His Excellency t h e  COMMANDER-in -CHIEF : I welcome this 
opportunity of giving the information asked for and hope it will remove a 
certain amount of confusion and misapprehension on this subject.

The Committees were as foUows :
(t) The Military Requirements Committee appointed by the Govern­

ment of India in May, 1921 and consisting of the late Lord Rawlinsou as 
President and the late Sir Mian Muhammad Shafi, Mr. (now Sir Malcolm) 
JHailey, Dr. (now Sir) Tej Bahadur Sapru, Mr. (now Sir Denys) Bray, Sir 
Sivaswamy Aiyer and Lieutenant (now Lieutenant-Colonel Sir) Hissam-ud- 
Din Khan, as members. The Committee reported in July, 1921. Its report 
was not published because the Committee itself unanimously recommended 
that both its report and the evidence of the witnesses who appeared before 
it should be treated as secret documents and in no circumstances ever be made 
public. •

(»i) The so-called Shea Committee on the Indianisation of the Indian 
Army, appointed by the late Lord Rawlinson in 1921 and consisting of General 
Sir John Shea, the officiating Chief of the General Staff, as Chairman and 
Generals Delamain, Macmunn, Black, C<My and Parr and Colonels Charles,
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STevile, Ooleridge and fiheâ  ali t>f < wbom T̂ ero 6enk>r staff officers of Army 
Headquarters as members. The Gommittee reported in January, ld22.f 
report was not published because it 4ealt with matters of military policy 
extending beyond the limits of the Indianiaatioi  ̂ problem, which it wSrS not 
in the pubUc interest to make known. A immmary of their propolis relat* 
ing to Indiajiisation was, however, fumishea to the members of th6 Defence 
Sub-Committee of the ^ t  Round Table Conference.

(»u) The Indian Sandhurst Ccmmittee appointed by the Government 
of India in June, 1925 and consisting of the late Genei^l Sir Andrew S&eeh, 
the Chief of the General Staff, as.Chairn^an and the late Pandit Moti Lai l^ehru, 
Mr. Jiimah, Sardar Sir ^ogendra Singh, Sir Ifkiriize iSckiina, iHwan B̂ dhadur 
Ramachandra Rao, Nawab Sir Sahibzada Abdul Qaijnim, Captkih Hfra'Sing^ 
Brar, 1)r. Zianddin Ahtnad, Gaptaift J. N. Ban^^e^, Major Thakur Zorawar 
Singh, Captain Haji Qul Nawaz Khaihy Major Bala Sahib Dafle and 6k  EmcR|t 
Burdon. The Committee rej>orted in November, 1926. Its report was pub­
lished. ’

(tv) The Indian Military College Committed appointed bv the Govenf- 
ment of India in May, 1931 in accordaricfe with the recomm^dation of 
Defence Sub-Committee of the first Round Table Conference and consisting 
of myself as Chairman, and three senior staff officers of Army Headquarters, 
the then Army Secretary, Sir Geoi^e Anderson, Khan Bahadur Sharbat Khan, 
Sir Abdur Raiiini, Sir Sivaswamy Aijret; Rao Bahadur Chatdri Chhotu Ram, 
Lieutenant-Coloi^el (now Sir Henry) Gidnt ŷ, Dr. Moonje, Mr. S. N. Mukerji, 
Captain Sher Mohalnmed Khan, Lieutenant Naraih Siii^ Bahadur, M^or- 
General Raj wade, Colonel Lachmah Singh and Lieutonant-Cdlohel 'fmrzk 
Kadar Beg as members. The Oommittee reported in July, 1951, Its report 
was published. j

In addition, in aceordance with a further recommendatidn *of the De­
fence Sub-Committee of the first Round Table,Conference, an export investi­
gation was initiated in April, 1931 by members of my staff under my dii*ec- 
tion into the question of the reduction of the numlx r̂ of British troops in this 
country. This investigation naturally necessitate coVi îderatioh of the 
problem in relation to its effect upon the capacity of the Army iii Iiidia M k 
whole to cariy out the various tasks assigrw  ̂to it, and this involved a careful 
study of the implications of the G^6vemmertt's poKcy in regard to the In^ani- 
sation of the Indian Army. The results of the investigation were submitted 
to Government in June, 1931. For obvious reasons these could not be 
published in extenso, but a press communique summarising thevx was issued 
in December, 1933.

Qomtcox. or BTAVB̂  , [2nd March 1936.
I

g e n e r a l  DISCUSSION OF THE GENERAL BUDGET FOR 1935-3d.

The H o n o u b a b lb  t h e  PRESIDENT : The General Discussion on the 
Budget <Part II) will now proceed. I will not pmcribe a time limit for speeoheB 
but I would request Honourable Members to be as brief as possible as regaidii 
the duration of their speeches^

Th< H0sowB»««i PHDROZE SIJTHNA (Boo^bay: N«n-Muham- 
iiikdan) : M r' 'Premdrnt, tbe Boaourable th« Finano« Seereta^ delhroied 
hit) budget ia^ bn Thurisday afternoon, Tbe Hoase received it
i^reciatiOT b^caufte of its tlarity aiid its otmoimesB. hoŵ -
ever; <me point to which I would ask some of my colleagues to draw your



attention, Sir, as also that of the Finance Department. As I Have said, the 
sp^ch was delivered late on Thursday afternoon and we are asked to discuss 
the budget this morning, which jM'actically gave the Members only one day 
to digest the speech as well as the material sent along with it. In that respect 
the other House will have the advantage over us by not commencing the 
<iiscu88ion till Tuesday next.

T h e  H o n o u r a b l e  t h e  PRESIDENT : May I inform the Honourable 
Member that the P/esident has nothing to do with the fixing of the date ? 
^ e  power lies with the Governor General to allot the date for the discussion 
o f  the budget.

T h e  H o n o u r a b l e  Sm PHIR02® SETHNA: The SonouraWe th6 
l^esident will kindly convey tĥ e wishes of the House to His Excellency the 
Governor General. I am sure Ilis Excellency will accede to your regue ,̂  ̂
^hich wiU meet with our wishes. ' * *
, Mr. President, the Honourable Sî  James G r^ , the PitVance Member, 
has presented this year his very first budget. He ha« borne to/this country 
with a great reputation and we have nb dbSabt that by the titoe lie hands oyer 
<?5haige to his suocesSor, that reputation will be j^afcly enhanced. We see 
in the papers today some criticisms of th  ̂budget, which is called half-hearted, 
di«^pJ>o^hig and featureless. That may be the view of one section of ther 
odttim\iiiity, but i  think the Finance Department and the Govemment would 
W>tter gaiige t^e feelings of the country by knowing What the commercial com* 
immitiw thitik of the budget, and I am glad to inform the House from tele­
grams which some of us, business men, hsste recfeived from such commercial 
(Centres as Bombay and Calcutta that they regard the budget as a very fevow^* 
able one. ? '

Mr. President, J would particularly draw the attention of the House to 
the first and last paragrj^phs of the speech of the Fii^ance Member. In the 
last p^agraph, he says that this budget mil.,qompletely satisfy very few 
p^ple. Speaking about himself, he adds that he, would Have very much 
wished to remove the whole of the emergency t^es on income. This is In­
deed a very laudable ambition, and we trust that before long he will succeed 
^  that purpose,— n̂ot only in removing the emergency taxes on income, bui 
in appreciably reducing the incomer^?; and super-tax that is levied in'this 
eountry.. In the ^ st par^gr^ph of speech, thie Honourable iixB Finarioe 
Member says that it is to him somewhat confusing to fiud that he has to present 
three sets of accounts  ̂ It appeal's, to mp, reading between the lines tha  ̂
perhaps the Finance Member v̂ ill Wore long introduce peiii»iri 6han  ̂
the method of preparing the budget, and if h© 4oes, it ^ i?   ̂ very \>î elr-
isojaxe change inde^. I may in this connection be jattowed tp ^ake a sugges­
tion. The budget is at present prepared in the cpnv^nlkonal depaitmental 
manner, Not only the man in the street, but also the politician apd the 
publicist cannot make much headway with the figures that are given unless 
thejr are presented in a better form. We are furnished with a lot of details 
which are certainly very helpful. As for example, we are told what is the 
amount of revenue, what is the amount of expenditure, the values of our 
exports and imports and also how much revenue is derived from taxes and 
how much from non-tax sources. We are also given an account of our debts 
and various other matters. If any one however asks us questions in regard 
to the average income per head of population in this country, or whether 
t̂he country is progressing materially or retrograding, or whether the standard 

^ f living is improving or not, I do not think that the mateWai Supplied to us
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[BirPhiroze Sethna.]
'will enable us to answer such questions. It is therefore that 1 suggest that ^ 
change in that direction will prove helpful. What is more. In enlightened 
countries in the West, all particulars and data in regard to the average m- 
come are carc fully examined and the results given to the public, and I hope 
the Finance Department of the Government of India will do likewise. I  
would also like ihe Honourable the Finance Member in the other House and 
the Honourable the Finance Secretary in this House to ^^vote some portion 
of tkeir speeches to the clarification of this subject and also other cognate 
eub>cts. After all, the taxpayer or the voter on whom the Government 
relies for its tources of income is naturally anxious to know how he stands, 
whether he is going up or going down. If Grovemment enlighten him on 
this subject, it will mean that he will get a better conception of the manner 
in which the finances of the country are administered, than he can by wading 
through the piles of figures and the observations which are made in the speeches.

It was towards the end of 1929 that not only India but the rest of the 
world came upon evil days in the matter of severe economic disturbance and: 
depression. We have to congratulate Government for the manner in whioh 
they have faced the situation these la«t few years. They have now beea 
able to turn the comer. As an Indian, I cannot help remarking that if the 
Government of India had taken the advice of Indian politicianB and Indian 
financiers and fixed the rate of exchange at the figure which we asked for, 
l^haps the turning of the comer would have taken place long before now. 
Sir, I think it will be a splendid opportunity for the new Fipance Member 
to signalise his period of office in this country by taking up this question once 
again and fixing such a ratio of exchan^ as wUl prove to be in the interesta 
both of the Indian taxpayer and the Indian agnculturist.

It is always a difficult question how to dispose of a surplus. Fortunately 
for Sir James Grigg, in his very first year of office, he is able to present a budgf^ 
with a surplus. Of the different heads under which he has divided the sur- 
phis, one recommendation that has been made is acclaimed throwhout 
the country, namely, the leservation of Rs. I crore to be allotted to the diroient

frovinces for the economic development and improvement of rural areas, 
know it is already insinuated that this is a counter-blast on the part of Gov­

ernment against what Hr. Gandhi and the Congress desire to do in the matter 
of the uplift of villagers. But whatever that may be, any money spent for 
the betterment of the rural classes is money well spent, and I trust that if 
Bs. 1 crore has been allctted this year, it will be possible in succeeding years 
to allot more and more. It is for that reason that I for one favour the fndo* 
British pact, because it will certainly help the agriculturist and the cultivator 
and India is principally an agricultural country. If there is any dissatisfac­
tion with regard to the manner of the disposal of the surplus under other 
heads there is some little as to the complete abolition of the cut in pay and 
only a small reduction in the surcharges. The pay cut was 10 per cent, ori- 
ginaUy. It was reduced to 5 per cent, some time ago, and the remaining 6 
per cent, is removed in this budget. That 5 per cent, represents Rs. 108 
Lukhs. If we deduct Rs. 16 lakhs which Government will get back in the 
shape of income-tax, it will leave Rs. 96 lakhs. In paragrpph 38 it is pointed 
out that the removal of the surcharges altogether would amount to Ks. 834 
lakhs a year, while the removal of the tax on incomes between Rs. 1,000 and 
Rs. 2,000 would cost a further Rs. 76 lakhs, or in aU Rs. 409 lakhs. 1 quite 
admit that any recommendation which the Finance Member may make will̂  
not prove acceptable to all alike, but I for one believe that the country would
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he better pleased if ixiBtead of a reduction of one-third there had been a re­
daction of one-half in the surcharge, etc., which would have absorbed a little 
over Rs. 2 crores, and instead of restoring the whole of the 5 per cent, cut in 
pay only 2J per cent, had been given this time and the balance of 2  ̂per cent, 
later. That would have proved more acceptable to the country at large.

Sir, the credit of India, thanks to the efforts of succeeding Finance Members, 
has been very greatly advanced, particularly so during the time of Sir James 
Grigg’s two immediate predecessors, Sir George Sohuster and Sir Basil Blackett. 
It is partly owing to tfaiis improvement in the credit of the country that Gov­
ernment has been able to borrow money at as low a rate as 3 per cent., and 
thereby effect considerable saving in interest charges. But I cannot help 
observing that this is somewhat tantamount to what is made in the swings 
is lost in the roundabouts. If Government is getting money at this low rate 
of interest, it is because for the last few years the general public have been 
fighting shy of industries because industries were not all in a good way. They 
are improving now and if more money is devoted to industries, as it should 
be, then Government will not be able to get from the public as much iimds 
as they are getting for investment in Government securities nor get it at the 
low rate of interest at which they are borrowing today. Industries must be 
developed to a great extent and such development in the country would 
help India far more than being able to borrow at 3 per cent.

Whilst on the subject of interest I would like a reply from Government 
in regard to the 3| per oent. irredeemable Government paper. People have 
been investing in t ^  because they know that Government have deni^ them­
selves the literty of paving back the capital and they also believe that the 
rate of 3J per oent. on these securities will remain fixed for all time. It woukL 
appear however that recently an opinion has been expressed that, whilst 
Government cannot refund the capitaJ, it will be open to them if they so wish 
by giving a few months notice to reduce the rate of interest from 3  ̂per cent* 
to some&ing less.. I do hope that will not be the case, and even if Govern* 
ment have l£at liberty, I trust that for the satisfaction of the country at large 
th ^  will give an assurance that on this irredeemable Government paper 
interest wm continue at the rate of 3  ̂per cent. I say this, Sir, because this 
3| per oent. security is a great £ftvourite with the public because of the certainty 
of the rate of interest. Most charities whose incomes are devoted to different 
purposes and the investments of widows and minors are invested in this parti« 
mxhir security. Any difference in interest means a big drop in income. I  
know that in the prices of commodities, rents and other details there has been* 
a reduction as compared with prices five or seven years ago, but certainly they 
are much higher than what they were 15 or 20 years ago. These charity 
organisations depend upon fixed incomes and we know of several oases in which 
the fimds having been invested in other scrips than this 3  ̂per cent, irredeem  ̂
able paper there has been a very considerable diminution of income. I am 
just reminded of one instance, that of the Indian Research Pimd Association, 
which is having its annual meeting today. They have a capital of about 
Rs. 46 lakhs in different scripts and a reduction of only 1 per cent, in interest 
means a reduction of Rs. 45,000 in their annual budget; it also means the 
axing of oflScers and reductions in pay and the efiiciency and work of that 
Association is thereby greatly impaired. And this applies equally to other 
associations, particularly to investments for the benefit of widows and minors.

Sir, the Honourable Finance Member has reduced the surcharges by one * 
third. The surcharges were fixed at 25 per cent, and they are now brought 
down to 16f per cent. We are thankful to him for even this much relief, but 
we do hope that the balance of 16} per cent, will also be removed before long.
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[Sir Phltcwe Sethna.]
A high rate of inoome-tax and super-tax oripples induatry  ̂ iixaBmaoh as it 
takes away so much money froin capitalists which they would otherwi^ 
devote to the improvemont of their existing industries or in the launohing 
new industries which they are prevented from doing today. The rate of 
income-tax and super-tax in this countiy is decidedly veî y high. I do not 
cbmpare it with England, but as compsired with other countries wo certainly 
have a very high rate of income-tax and super-tax.r But in certain instances 
we pay even more than is the case in Great Britain. I have the authority of 
tifficiais of the largest Canadian Life Tnsnrance Company, a company which is 
'doing an extensive business in this country and which operates in 42 or more 
countries throughout the World, that they pay in income-tax more in India 
than they do even in Great Britain. The reason is that it was pointed out 
in Great Britain some years ago by life insurance companies that the profits 
which they pay to their policy-holders ought not to be made taxable. Their 
request was acceded to, with the result that life insurance companies in England 
today pay income-tax and sup^r-tax at a lower rate than is the case in India. 
T drew the attention of both Sir George Schuster and 6ir Basil Blackett to 
this, but they drew my attention to the financial stringency which prevailed 

their days and they asked me not to pursue the point ftirther. Npw  ̂how­
ever, that conditions are better, I trust the p r e ^ t  Rhaitie Member will afford 
relief in this matter. It does not affect life insurance alone. My European 
iHends froni their ê p̂erience wilt be able to cotlfirm what I say that In certain 

they have to pay a higher rate o f  iricomb and supet-tax in IndiA than is 
in Great Britfisin.

; i Mr. President, you have asked ua not to unduly pro[loi^ the di^^ssion* 
X therefore refer to only one ptlier/point before I conclude i^y reigaark̂  
md. that is in reference to p ^ ^ a p h  35 on page 12 p{ the F ^ n ee  M^b6r*s 
p r in ^  speech, headed Additional Import Duty on Salt. ]5e sayfl ho has a 
good deal of sympathy with the views wfeioh have expressed in the pa&t

Honoural>jie Members from Bengal that an impost whipH has jthê  e^ pf 
h (̂jping the w  of Aden at ^ e  ei;pen8e of the obnsumera of B^g^l h
foiidamentally I cannot endorse that statement and I , l|6pe tlt

ajbde to prove it̂ . because this duty ia not in the interests of Aden 
l^turefTs alone» but it is also in the interests of those who produee acJt on; the 
Western CoajA of India. What is more ? The Finance^ Mwfcer wyii 
that he wouM like this, duty to continue for at least the next finiGuicial 
but in the same breath he goea on to say :

“ 1 Bhould porhapft make it olear that if the Assembly ehoul<i prefelf to remov ê the 
duty at once, in this matt^ at any rate w i slioQkl accept it« dectaion **.

This I regard aa.positively unfair. Aden is still ̂  part of India. Aden may be 
transferred and will be transfeired, but until Aden is transferred, to discri­
minate in the manner the Finance Member has done in this section  ̂I repeat, 
is unjust and unfiiir. Now, if the duty is removed, it will not be Ad.en manufac** 
tiirers alone that will suffer ; along with them also Indian manufacturers will 
suffer. The primary object of this additional duty is to drive out foreign com­
petition and I do not include Aden amongst the foreim competitors. Foreign 
<5ompetition came from variouH parts. Hamburg still sends 40,000 tons of salt a 
year. Liverpool used to send a lot. Liverpool salt is the finest in the market. 
Salt merchants do not mind the inclusion of Liverpool salt to a limited 
extent and in fact some of us interested in the salt trade actually suggested this. 
What we want is to drive out salt coming from other European countries, 
and particularly from Italian ports within about 100 to 200 miles from Aden.

8 6 8  oom ro iL  W A t » .  1985.



Tliey will dump the market and the consequence will be that there ^11 be Ciit- 
^roat prices and not only the Aden manufacturers but those on the Westerti 
Coast o f India will all have to go to the wall. It is in their joint interests that 
this duty has been imposed and it is in their joint interests that it is necessary 
to continue that duty. I am stiro the Cbngress repr^ritativeB in the Asseni- 
bly will never agree to the removaVof a duty which will favoxa* the import oif 
foreign salt and they will never regard Indian merchants in Aden as foreigners. 
It is said that the .Bengal consumer suffers. Ah against the Bengal 
consumer paying perliaps a few annas more for his consumption in a whole 
year, look at the positive injustice you will be doing to manufacturers on the 
Western Coast of India and in Aden. There is salt made in the interior of the 
countr}^ but that Cannot be carried tO Bengal because of the high railway 
freight, and conseqitently it cannot compete either with Aden salt or with salt 
ooming from the Western Coast of India. Aden salt besides is the best of 
all the salts except Liverpool salt which cornea into this country and ;the 
Bengalee prefers to pay a littl^ more to get better salt as has b^n proved by 
official statements and if necessary we shall be able to satisfy the presehit 
Finance Member as well on that point. Salt from the western ports of Itidiii 
isgradually improving in quality but Just at present Aden salt is distinctly 
Buperipr and the consumer cannot do without it. "

Sir, the question of the transfer of Aden has been before the House on 
jOQore than one ocoasion. As far bacK as 26th Septepiber, 1921 I had brought 
forward a Resolution against the transfer of Aden ; again as. recently ae 31st 
August, 1933 the Honourable the Leader of the House brought forward  ̂
Ifotion to the ejfect ^

That the Gov6rument of India communi<^^ d a ^  the 20th June tegttr^ing 
tlie fut\|re ^ f  Aden b© taken  ̂into ieoq$idw«i^on f r v v

t  moved an aiiehdment which you, Sir, allowed tb be Bubstitnted, as a sulfet̂ - 
tuted Motion. My Motion was : v

** That a representation be xxiade to the S ecret^  of State that the administration 
p f .^ en  xbe continue under the Qovernxtoent of India and not be trauisferred to the Colo- 
jjialpflKoe.r*.. '■ ; ' ' ' ";

V Tom H on ou rab m  the PRESIDENT; Are you now referring to  ^  
Â uest̂ on oi Expenditure on Aden or to- thei transfer o f Aden ? ^

The H o n o u e a b lb  S ib  PHIROZE SETHNA : No, Sir, to Aden salt. ^

T h e  H o no ubablb  th e  PRESIDENT: I have heard you on Aden salt. 
You are now speaking on the transfer of Aden ?

T h e H o n o v ea b le  S ir  PHIROZE SETHNA : When thi  ̂ question of the 
transfer of Aden was before the House, I brought forw^d certain arguments 
and I want to read just two or three sentences from that sp^ch in order to show 
.that we foresaw at the time the difficulty which has cropped up now according 
to paragraph 36 of the Finance Memb^ s speech. I am quoting from the last 
paragraph of page 103 of the debates of this Council of the 31st August, 1933.
I said :

** It has been eairl that we are fighting and agitating against this propoped transfer 
merely on the ground o f sentiment. If we do no, are we not justified ? Indians ha\ e been 
in Aden even before the British were theie. The Britieh acquired Aden 94 years ago 

1^9. Indian9 were there before that time and because of the encoiiregemei^t given by 
British offioers more Indians followed the British flag and partioulai'ly b^'aute they had 
-teutant^es that Aden would ever remain a part of the Indian Empire **.
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[Sir Phiroa^ Sethna.]
If it had remained a part of the Indian Empire no discrimination would have 
been suggested by the Honourable the Finance Member, as he is doing now.

** I f  th«y at may time had doubts on the fiubject« beoauEe of Indian experience in other 
eoloiueB they would never have Bunk their lakhft as they have dote in buildings, shipping 
wharves, saii fiMstoriee and in other concerns. They control in a great measure the trade 
o f the Settlement**.

This quotation will berve to show that it is only because of the proposed 
transfer that the Finance Member has made the recommendation to wldch 1 
have just referred. Sir, when the British Indian Delegation went to England 
to oo^er with the Joint Select Committee, several members of the British 
Indian Delegation under the leadership of His Highness the Aga Khan 
waited in deputation on the Secretary of State. He assured us in re^y to the 
deputation that Indian interests will not suffer. Here is an instance of how 
Indian interests will suffer. There are four large salt factories in Aden. The 
largest belongs to an Italian firm and the other three to Indian merchants 
from the Bombay side. These three have put in somewhere about half a 
crore of rupees, and if this recommendation is given effect to all their factories 
will go to the wall, and half a crore of rupees w l  be lost to Indian merchants. 
Sir Samuel Hoare was good enough to allow me to put the case before the 
Joint Select Committee. His distinct words were : ‘ I will not queer your 
pitch ; you try to convince them as best as^you can I endeavoured to do 
80 and I am afraid I did not succeed, to judge from the recommendations that 
have been made.

In this connection, Sir, I would like to refer to paragraph 476 at page 277 
of the Joint Parliamentary Committee’s Report. I am quoting from half­
way down oommenoing from line 46. There is no reference l^re to the transfer 
o f Aden, but t h ^  is reference to the separation of Burma and the case is on 
all fours with what I have mentioned. It says here ;

** The separatioii o f Burma from India will create a fpeoial eatwory o f penoDS in 
Banna o f XToited Kingdom domicile for whose proteotioii in India proviidon wiU, we think, 
lequire to be made in the Oonstitation of In^a rather than that of Burma. W e refer 
to the oaee o f eompaoies established already in Burma with United Kingdom pmooBXit 
and United K infiom  capital. Such companies have established themselves in Burma 
m  a province ofBritish India and we think that it would evidently be inequitable if, after 
the sepmtion o f Burma, th ^  are in a leas favourable position in respect o f their op€i»tioBft 
in British India than a company established at the same time and under the aame condi«  ̂
tioQS in, Bay, Bombay or Bengid **.

I say, Sir, that the case applies to Indian merchants who have gone to Aden 
and spent any amount of money in improving that Settlement and thmfore 
Indian interests in Aden would require to 1  ̂ carefully safeguarded and I  
appeal to the Finance Member to do so.

My submission therefore in conclusion to the Finance Member is not to 
be in a desperate hurry over this matter as he evidently is, for, as I have said, 
whilst he has recommended continuation of the duty for one year 1936-36, 
he goes on to add that if the Assembly choses to do away with the duty im­
mediately, he for one would have no objection, and that, I repeat, in spite 
of the fact that Aden is not yet officially transferred from India to the Colonies. 
My request, therefore, is that the Finance Member inform the Assembly that 
he proposes in any case to continue this duty for one year. This will give 
us all breathing time for twelve months and he may make what arrangement 
he likes for the oflBcial year 1936-37 but not before he has held a conlerence 
o f the different interests concerned, namely, Bengal as the consumer, Aden, 
the Western Coast of India, and any others he desires to invite, and hear them>
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all, and only after that to arrive at an arrangement which will prove Batisfac- 
tory to all conoemed from 1st April, 1936. 1 am sure that there is nothing 
extravagant in the suggeetion that I have made and 1 trust that the Honourablo 
Mr. Tallents will convey this to the Honourable the Finance Member and see 
that this request which 1 am preferring, not only in the interests of the Aden 
manufacturers but also in the interests of Indian manufacturers on the West 
Coast of India, is represented to him and also see that effect is given to our 
wishes.

T h e  H o nou eable  Mr. HOSSAIN IMAM (Bihar and Orissa : Muhamma­
dan): Mr. President, I wish first of all to congratulate our Finance Secretary 
on his good fortune in presenting a surplus budget. It is a matter of some 
pleasure to me. Sir, that it has been the good fortune of a Civilian from my 
province to present the first surplus budget during the last five years that I 
nave been in this Council. Sir, we are rather missing the presence of the 
Honourable the Finance Member from our discussions. It has been the usual 
custom that the Finance Member comes to this House when we are discussing 
the budget and it seems a little discourteous of him to ignore this House even 
when the Assembly is not sitting.

I am thankful. Sir, to the people of India and to the Qovemment o f  
India for what thev have done to remove the sufferings of the people of Bihar. 
They have been kind, they have been generous and they have been helpfuL 
They did something for us last year and further provision has been made thia 
year to help us tide over the difficulties with which we are f^ed. I am also 
thankful, Sir, that the turn of the wheel has allowed some relief to the already 
harassed finances of the three eastern provinces of Bihar, Bengal and Assant 
in the matter of jute taxes. The good fortune of the Government of India 
has been reflected in the enhanced contribution to those Governments. The 
people of these three eastern provinces are thankful for this small relief.

Sir, I very much regret that we have been forced to discuss this budget 
after such short notice. The time allowed to this House is very inadequate* 
Considering the fact that the budget is of such immense magnitude and the 
papers which our Honourable colleague the Finance Secretary sends to us 
are so numerous the time at our disposal is too short to enable us to digest
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Sir, c o m ^  to the budget itself, I find something very gratifying, and a 
matter on which I have some personal pleasure. I note that the Government 
of India under the regime of the new Finance Member have corrected the 
anomalous accounting which they used to carry on in their former budgets. 
For the last two years I have been asking Government to eliminate from the 
accounting the interest payment on war loan liability which we have taken 
on our shoulders. Last year I brought this matter forward also and I showed 
that the provision of Rs. 1 crore and 42 lakhs was made in the papers of the 
budget but never paid on those accounts. I am very glad. Sir, that both 
those items under head “ Interest charges”  and “  Sinkmg ̂ n d  Provision ”  
have disappeared from these papers. It is not a matter o f economy. It 
is simply a matter of accounting. I wish they had taken my other suggestion 
too in this connection about the reduction of external expenditure. I shall, 
Sir, show by some of the figures which I have got with me that our external 
expenditure is not coming down in the ratio in which it ought to come down. 
From the papers I find, Sir, that in the year 1932-33 the actual expenditure 
in England amounted to Rs. 36 crores 39 lakhs while this year the 1936-36 
forecast shows that the expenditure will be Rs. 34*38 crores. This shows that 
there is an apparent reduction in expenditure of Rs. 1 crore and 61 lakhs. 
I call this an apparent decrease, Sir, because of the fact that one of the greatest



[Mr. Hcm»in Imam*] ,
items ia out home charges was mtorest payment, Th^t ooihe doWn  ̂
Sir, hy mstms of bur repayment of old debts at lower rates firoto R .̂ 20 <JTor̂  
and 4 lakhs ta tts. 18 orores and 92 lakhs, which means a reduotioii o f Ra. I 
crore and 42 lakhs in interest charges. For this reduction I do not ahjr 
Gomplimdnts because I find that interest charges reduction in England Is mtiol 
less than it is in India, In India, Sir, within the same period that I have dife* 
cussod, the interest payment has come down from, Rs. 23 crores and 38 lakhs 
to Rs. 19 crores and 64 lakhs, a reduction of Rs. 3 crores and 7.4 lakhs, or about 
a 15 per cent, reduction by means of repayment at lower rates of intorcHt. Well, 
in the English charges the reduction is only of Rs. I crore and 42 lakhs, whioh 
oom3s to a reduction of less tlMî n 7 per cent. This reduction of interest charges 
in Etiglisli and Indian ioany.ijhowfl how far our credit has either deteriorated 
ar Wi) have ba3n at pains to fire  more interest to the English lenderjj. What­
ever it might ba, the Government cannot bo congratulated on h -̂ving reduced 
the English iutere. t̂ charges by 7 per cent, while they have reduced the Indiftfi 
charges by 15 par cent. The real reduction of external expenditure durizi  ̂
1934-35 is only Ri. 19 lakhs. This, Sir, I consider to be a vety small decrease 
and not by any means a considerable one.

Then, Sir, I very much regret that in the budget of His Bxcellenoy the 
ma^der-in-Chief our external obligation has gone, up by ft* 4 per cent. 
expenditure. Sir, in 1933*34 the latest actual fibres that we have in the budge(t 
papers was Rs. 10 * 92 orores wMle this y ^  he is budgeting lor an exfienditiire 
o f  R?. 11^25 orores from the revenue aceouat which means an incrtal»eH;>f 
B»3.32 lakhsin the expenditure at the rate of 3^4 percent. In conBjoction with 
this army expenditure. Sir, I do not thirds that I would J)e justified in oonflider* 
ing the policy or the Capitation Tribunal at this stage. That <»an better be 
discussed at the stage when we are eonsidering the Finance Bill.' Therefore, 
I shall npt'dwall much on the increase in the army budget which has been found 
in the present estimates. , » , ‘

I  note with pleasure that in paragraph 27 the Hbnourable the Finance 
Membar says that he will probably pay back £16 ̂ 40 mUlions of t̂eî ling loaii  ̂
#hich ore going to mature this year. I wish to stress the p6int that every loan 
which matures in England should be paid off either from our Treasury balaneea 
or through rupee accommodation. We do not wi^h any fu ^ e r  English loans 
to be floated. It should b  ̂ the consistent poUcy of the S’inance Departmppt 
to reduce a3 far as practicable aend as m u ch  as they can the epcpendituî e 
which India has to finance o u t s i d e . .

T he H ostoubablb t h b  PRESIDENT : Is it po.ssible to raise all the loans 
in India? .

T he H onoubablk Mb. HOSSAIN IMAM: Mr. President, in this same 
paragraph, the Honourable the Finance Member s^ s  that he has got sufficient 
money—about Ra. 10 crores—to start a Silver Kedemption Fund ait once. 
I f ke can not find money anywhere else, he can pay back from this a n d  wait 
before starting the Silver Rt^emption Fund. It is not the question wheth^ 
Oovemment have money or not, as money is always available. Whether they 
w w t to utilise it for this purpose or not—that is the question ? I have always 
said that Government are always in funds. Their English balances at tte 
present moment is something like Rs. 80 crores. It is almost unthinkable that 
they cannot find £15 millions to finance thiŝ  when they have got R s. 80 crores 
in the shape of aterUng securities. All the time that they have boen .takijoig 
English loMis during the last two years, I say they were always in fonds, and
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tho} took sterling loans in spite of that. When we Were oonsiderinjs; the 
qupstion of silver redemption in tî e Joint Committee on the Reserve Ban^ 
BiU, a recommendUtion was made t ^ t  these proposals should bo placed before 
the two Houses of the Legislature, tip till now, that recommendatiOT has not 
been given oflect to, and the trend of this paragraph 27 makes me doubt whethw 
tjiey mtend to place it at all before the two Houses. I would request the 
SHnanee Member to place it before us and get our sanction for a^y line of 
action which they may choose to take.

Sir, this budget as presented is no doubt a »urpluî  budget. In this budgets 
&qvemmient liay  ̂triea to reduce the burden of taxation, but 1 would not be 
tmjus^ed in palling it a rich man’s budget. All the relief is for the rich man. 
TThore is no relief to the poor man. He is nowtore in tbe picture* *

T h e  HoNoiTBABLic t h e  p r e s i d e n t  : A  crore  d f  rupees has heet
ftllptted fo r  r u ra l r€h;OQnstruction in lu d ia . .

' ’tHB Honoubabl ;̂ Mr . HOfeSAIT  ̂ i*hat, is a non-reeun^
grant made put of our pa t̂ sayings. Thejbu4g^t does not proyidQ for aî y
recurring reductipn of dipect taxatipn/ wnî l̂  falls on tho poor. Take, fqf 
instance> salt. If we are going to reduce t ^  STjprĉ iarge, \vas not salt entitle 
jbo a dporease Qn the surcharge also ? That wo^cl hû ve QoncernQd the poor 
man. But Government never even considered it. They are surrounded by 
oapitalipts. They have made, common, causa with them, and thi^efore they 
have not even tliougĥ t of the poor. Thii one crore that lias b^n set ,a p ^  
for rural uplift has been ve^y \i'ell described .by a friend o f mine from tto 
Assembly as a race* between Mr. 0andhi and Government for the favours of 
the rural nii^ses. . .

T h e  H o n o u r a b l e  L ie u t e n a n t -C o l o n e l  N a w a b  S i b  MAHOMED 
AKBAR KHAN (North-West Frontier Province ; Nominated Non-Cfficial): 
But it is for soinobody*s betterment, is it not ? It is not for the betteiment of 
the rich people. It is decidedly for the betterment of the poor.

, T h e  H o n o u e a b l b  Mit. HOSSAIN IMAM : I have very decided opinions 
of Government in these matters., Whenever a department is created fpr 
giving relief or doing something for the masses, they create the department 
^ th  a host of secretaries, deputy secretaries, under secretaries and assistant 
l^retaries, and clerks in each province, who will be pampered and fed. The 
department will remain in being fpr three years. Out of the grant, 75 .per cent, 
will go in pay and allowances of the oificers and men serving in that depart­
ment, and perhaps 25 per cent, may reach the masses.

T h e  H o n o u r a b l e  L ie u t e n a n t .C g l o n e l  N a w a b  S i b  MAHOMED 
AKBAR KHAN : Solution of unemployment I

Thb H o n o u b a b l b  M e . HOSSAIN IMAM : That is a very gpod sugges­
tion 1 But when we are talking of unemployment, we are thinking of hun^eds 
and thousands, not of units. You will create posts on high salacies for a few 
officers who are pets of Government or those who have not been successful in 
winning the popular franchise md who have been debarred from coming 
into the Legislatures.

. T h e  H o n o u r a b l e  M r . P. C. TALLENTS (EiMace Secretary): May 
I say a word, Sir ? As I mentioned in my budget speech the other day, oto 
of tie conditions on which this money is to be given to the provinces for the
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improvement of the conditions in village life is that the schemes will be recom­
mended by the provinces and sent to, and approved by, the G^ovemment of 
India. I  can asstire the Honourable Member that no scheme in which 75 per 
cent, of the cost was to go in payii^ secretaries, deputy secretaries, maer 
jsecretaries and assistant secretaries will receive the approval of the Oovem- 
ment of India.

The H o n o u b a b l e  Me. HOSSAIN IMAM : I  am very glad to hear this 
assurance from the Government. Let us hope that they wUl do something 
really good. But only the fature can tell us about it. My other coUeagues 
will stress the point as to how this money should be spent and what the proce­
dure adopted should be. I will therefore leave it at that.

I oome now to the second item, the flow of gold outside India. In spite of 
the united protests of all non-officials, irrespective of colour, cast or creed, 
from European merchants down to Indians, most reactionary or belonging to 
tiie most extreme section of the Congress, and in spite of the demands of all 
these people for an export duty on gold, Gk>vemment is as callous as ever 
before. It never cares for public opinion in India. Even the opinion of 
European merchants, who have some experience, is disregarded because they 
have identified themselves with the interests of India. I f Government had 
imposed even a small duty of 2 per cent, on gold exports, they would have 
gained Rs. 6 crores during the period the gold exports have b^n going on. 
f t  would not have been a hard duty when you know that thete people were 
TnftVing a profit of from 50 to 60 per cent, on the sale of gold. Would it have 
been hard to tax them 2 per cent.? There is absolutely no reason for not 
imposing an export duty on gold except that they want to drain India of all 
the gold she contains, and that they wish to have all the gold going to England, 
so t ^ t  their own finfloicial position may be eased. We, Indians, have no 
litanding in the international market. All our transactions are carried on in 
terms of sterling. Whether we export gold to England or America, our 
export surplus has always got to come back to the London stock market, and it 
is there that all these are liquidated. What is the result ? If England has an 
unfavourable balance with America or with Franct', it is liquidated through 

the gold which we have exported. And we have the additional 
12 N o o n . disadvantage that it creates funds in England which are 

liquidated by means of enhanced imports into India. If this export of gold 
were checked the result would be that there would be a stringency of fundi 
for the purchase of importable goods, with the further favourable result that 
we would have an increased export surplus. It has been said that the inaugu­
ration of federation is dependent on sound finances and the establishment of 
the necessary export surplus. That will never come as long as we have this 
flow of gold going on. {An Honourable Member: “ The Reserve Bank will 
do it.’ *) The Reserve Bank is as powerless t<j do anything in this direction 
as our present Government. The Reserve Bank cannot impose a check on 
the export of gold. It cannot purchase the gold because it will have to pay 
such a high premium from its book value. It will not be possible for it to 
find the money to write off the premium which it will have to pay. I shall 
not discuss the Reserve Bank because we are now concerned with the budget 
estimates. But it seems to me that it is going to be a failure from the very 
beginning. It is going to give us such a small sum of money this year that it 
ifi only half what we received from the Currency Department even at tAe tini® 
0f the worst of the depression.
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Sir, may 1 snggest that if in the future it should be Sir James Grigg’s 
!good fortune to have a surplus budget again, he should think of the masses 
and give some money to the provinces for the inauguration of free primary 
^ucation in rural areas, which is a crying necessity for the Indian masses, 
because it is only through education that they can understand their own res­
ponsibilities and implement the federation which is going to be introduced ?

While on the subject of education I cannot help remarking on a strange 
example of what I should say is the Government’s Jewish tendency to inAst 
-upon their pound of ijesh. The Government could easily find Rs. 108 lakhs 
to restore the cuts in the salaries of its own servants, but its financial pandits 
would not allow even Rs. 71,300 in order to restore cuts in the University 
grants. Knowing the great love which India has for its education, knowing 
that the Benares and Aligarh Universities are dear to the heart of every Indian, 
to say the least, it is callous of the Grovemment to still perc^ in mimtaining 
the 10 per cent, cut in the grant of those two Universities. Is it because the 
Vice-ChanceUors do not happen to be persona grata with the Government 
that this cut is continuing to be made ? There can be no other explanation, 

.Sir. And incidentally the poor Delhi University also comes in for that cut 
of 10 per cent, in its grant. Out of the grant of Rs. 13,000 to the Calcutta 
University, Rs. 1,300 has been deducted every year. We have been bringing 
this forward for the last three years and it is simply due to the fact that 
Government employees do not stand to gain anythi^ out of it that this has 
not been restore. The first charge was the restoration of cuts in salary : 
Uie second charge was reduction in the surcharge on income-tax, because it 
would touch the pockets of our colleagues on the Treasury benches, and of 
course incidentally other people have also benefited from that; that is why it 
has come second in the list; if they had been the only beneficiaries it would 
have come first.

Sir, as I have said, I did not get time to study the details of this budget 
and I am not able to say anything on the detailed expenditure. I simply 
to draw attention to one fact in order to bring home to the Treasury benches 
that everything is done for the benefit jointly of the denizens of the Treasury 
benches and only incidentally for others.

T hb H onourable  the  PRESIDENT : I would advise the Honourable 
Member not to go into personalities.

The Honourable Mr . HOSSAIN IMAM : No, Sir. I am giving only 
the facts which wo find from the Report of the Appropriation Account for the 
lastest period we have. In the case of the unorthodox clerks * quarters, after 
deducting maintenance charges from the rent received therefrom, there is a 
saving of 2*69 per cent, on the capital at charge. But when we look into the 
rent from the quarters of the poor ofiicers who manage to live on Rs. 1,000 to 
Rs. 4,000 a month, we find that they pay the handsome return of 1*59 per 
cent, on the capital at charge for their houses. This, Sir, compels me to say 
that everything is done in the interests of these gentlemen themselves. And 
do you know, Sir, what happens in the case of the Honourable the Executive 
Councillors ? We, Members of the Central Legislature, who come here and 
stay, in the case of the Assembly for two and a half months and in our case 
for a month and a half only, from the figures I was able to find------

T he H onourable the PRESIDENT : We have discussed that question 
at considerable length the other day and I would ask the Honourable Member 
to confine his observations to the budget before us.
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Tk® HoNOtfRA^LB MW. H08SAIN IMAM: I am referring to the return 
frotti the'Publie Workft 'D^art.m  ̂ the capital at charge on public works and 
the return therefipbih in regard to the qtiartere which are let out to four differ- 
eaat categories. I have shown what it is from the unorthodox ĉ erka’ quarters 
and firoan offic^B" quarters, and I am now taking the two other item«. The 
quariJers for Members of the central Legislature pay a return of one per cent* on 
the e^ital at ^barge for the very short period they are rented. But in the 
ease of our Honourable ooUeagu â, the Executive Councillors, their houseis 
give tbe handsome return of one-third of one per ĉ eot. on the capital at chargf̂ y 
mnA they ocoup^r these iiou^es for seven ijionths in the fear. Thia shows haw 
far evcsrything is managed or mismanaged by this Government.

 ̂ Sir, this budget hi^ beea variously described as unsatisfactory, leatureless 
and otherwise. I going to go so far as to say that it is fê atiireleap,
but 1 am going to say I the cryptic words of the Honourable the 
Member in paragraphed of his speecli, 'Mi certainly does not satisfy me

HoiffoiriMiLiB KUMAR BASU (Behgal : I^oihinat^
Non-OflBcial)AJlbw ine, Sir, to open my remarks by paying well-merited 
cbinpliment to ISir JaMes Grigg, î  for his budget, but for his brutally fhiiik 
fltfltement that the budgelt as pre^ted b^ h ^ ,  did not satisfy him. Pecjde 
hittVd complained that in t^e speec î of the Hcmou^ the Finance Memb<0r in 
the Other House tliere #as a lack of literary flourish. It for that very reason, 
6ir, that I chitfactei&e tMs ^)^ch of his ^  the reflection of what I might call 
the Qrigg pei^naliiy. Ancl the budget kloo has that urtmiHtfiJcable stamp 
of that Grigg personality and I am glad that it Is so.

Sir, in spite of some changes in taxation which the Finance Member has 
aimounced, uie real importance on this occaabn is not the actua;l chatiges in 
tikx̂ ŝ but the new orientation in the finaticial and taxation policy which they 
fioiply. For example, the grant of a crore of nipees to prpvinces for rural 
î pHft work, the capital expenses granted for broadcasting and civil aviation 
are certainly new and pleasing features. Jor this reason, I would rath^ 
deal with the broader issues apd the more fui:^daniontal problems raised by 
the budget thkn with the actual details. For thiA somewhat general treat­
ment, may I ask for, and may 1 feel sure, of your indulgence, for 1 am con­
fident that many of the Honourable Members of this House will most likely 
concentrat • their attention on the dclails, as has been done by the Deputy 
Leader of the Progre sive Party. Moreover, there is a special importance 
on this occasion for the discussion of the fundamentals. This is the first 
budget of the new Finance Member, who if I may say so, is somewhat different­
ly constituted from his predecessor both in outlook and in temperament and 
he h^afforded us an insight into the working of his mind. For future guidance 
kt us exactly understand bow to appreciate this mind at woik. Sicondly, 
we are on the eve of the inauguration of the Reserve Bank. A big portion 
of the activities and transactions and even responsibilities of the Finance 
Departmient are likely to be transferred to the Reserve Bank and this needi 
a reviewing of the past and an assessment of the future. Thirdly, in ep te of 
the Bombay resolution of the princes, I share the optimism of the Secretary 
of State that the differences will be adjusted and the federal scheme w 11 ulti- 
znat/ely materialise. In liew of this the problems of fed^^l finance afe now 
of more practieal ini|)ort and of nearer relevance. We haVe to understand and 
weigh the present m relation to the demands of the llrture. For all ihea^ 
reasons, I consider—and I hope my colleagues of this House will concur with
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me—that the budget dieouasion of this year oould be and dibuld be fruitfully 
^mploy^ for a ^zoper gauging of the fiindamentote of Indkm fiiusfice.

L ik ing it  Uiis matter from this wider rtftndjtoilit, thei^ are three deM te 
iMtUefi to which I would Mke to ^ddieirs m jwK They are, JlrMy, the i^pK- 
cationa of the creation of the Beaetre !^au, see&ndly, the need for the study 
and p lan^g of the Indian tcixation policy on lines which will be in accordance 
with scientific canons, and thirdly, the nature of the feancial machinery in 
relation to the new economic World.

So far as the Eeserve Bank is cmoemed, it is one of the safeguardj^jCttie 
yihit^ Paper, wliic^ ezpites no bitternew. It is the safeguard w hi0i|^#a^ 
evfoi the criterion of Mr. Gandjii himself and it is demonstrablyjp^ti^ iditinrests 
of India. It is devised in order th^t cu^^eney and allied a| p^ > 9it be taken 
out of the purview of politics ; but I like to look upon^^w^^serve Bank as 
a safeguard against the incompetency, ineptitude ay^ lu m ^ ess of depart­
mental management of aamncy. We have the credit and
currency of India should be protected from the‘likely incompetency of the 
future Indian Finance Minister. But I have always felt that India needed 
protection far more from the proven incompetency of the non-Indian Finance 
Members who have presided over her destinies and of their lieutendnts; It 
was not an Indian Finance Minister who, in the spring of 1933, floated a 
per cent, loan in India and within a few days came out with a 4 per cent, 
sterling loan in London, thereby causing a phenomenal fall of nearly 10 points 
in Government securities in this country, a fall the like of which could have 
only happened in the event of a cataclysm like a war. It was not an Indian 
finance Minister, who had, in the teeth of public opposition from all (giarters 
worked the sterling exchange standard for the la t three years in suck a way 
as to create and emphasise deflationary infiuences. It was not an Indian 
Finance l^^ster again, who wafi content with the adventitious aid lent by 
gold shipments and who lived without a c^re or thought of the day when the 
gold^^re'am might dry up. I hope that the inauguration of the Reserve 

£ \vili mean that the currency and monetary policy hereafter will be in 
^tads of people who have the training, the instinct, the experience, the 

Dwledge and the equipment to understand the intricacies and mysteries 
if  finance.

For my part, I would have liked a Reserve Bank fashioned somewhat 
differently from the, one thit we are now to have. But I am more than re­
conciled to the situation as it will now be created, for. I believe that men who 
run it qre far more important than the rule  ̂ and regulations, or ^ t s  or bye- 
laws. /  '

There is widespread satisfaction in all circles that Sir James Grigg has 
appointed Sir Osborne Smith as the first Governor of the Bank, I know 
arid have heard many unpleasant things that happened behind the 
Knowing something of all this, I can sincerely congratulate Sir James Grigg"̂  
on the wise choice he has made, because it wa8 the only chqiqeVif intrinsic 
merits only were the criterion. ’ “ ' :

With the starting of the Reserve Bank  ̂ with the blinding,over of the 
Currency Department to the Bank, with the conduct of remittances in charge 

i of the Bank,^with its dual control of credit 'toi t̂uOHhfticy. I hope Sir Osborne 
Smith will make a-striking departure in mone t̂ary anS credit policy. He 
will have fiiW to realise that the policy ofi*^^p money, regaiding which the 
British Chantcellor. of the Exchequer host^v^ restated assurances, is as vital 
and neoesstfry in Jbidia as it is in England. Till now, the Govertmient in thia 
country ney^r realised their n»ponsibility in this regaid. We hope Sir OslKNnift
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[Mr. Bijay Kumar Basu.]
Smith will make cheap money an earnest, aotive and enduring polioy ; and 
that towards this end he will see the foUy of mAinfAifiing the Bank rate at 3| 
per oent., borrowing on Treasury BiUU at higher rates than are justifiablr 
and abusing sterling purchases for the enforoing of a d^ationary polioy.

This bring me to, by far the most important issue, which he will have to 
tackle. The departmental working of a currency standard can never be 
satisfactory. It is only a central banking institution which can ensure the 
working of a currency standard in conditions that will be as free from inter­
ference as possible. I hope Sir Osborne will give effect to the principle that 
remittances to the budgeted programme must be treated as Treasury opera- 
ttons and of remittances beyond that limit must be deemed currency transac­
tions.

I hope with the statistical and economic intelligence section which he is 
sure to develop in the bank, he will be able to impress on the authorities the 
necessity of taking steps to rectify the present unnatural position of the inter­
national balance sheet being balanced by colossa' shipments of gold. How 
î  the position to be restored in which the merchandise surplus will be equal 
to the invisible imports ? It is amazing that the authorities do not seem to 
have realised the importance of the question. It is to be hopad that the recti­
fication of the overseas trade position of this country will be taken in hand 
in t̂h early months after the Reserve Bank comes into being.

If the Finance Member will be relieved of a considerable portion oT hi® 
present work, it stands to reason that he will have more time and more oppor­
tunity for miking a detailed study of the Indian taxation system, which is 
now overdue. In the course of a discussion in the other House on the taxa­
tion policy of Government, Sir Jam^s Q igg made some refreshingly and charac­
teristically frank observations, I am sure these will and must now b  ̂foil jwed 
up. The problem is not merely (me of finding out whether the existing taxes 
and their proportion and measure are in accordance with scientific principles.
A far more important problem is, to my mind, the exploration of new avenues 
o f taxation. I should like a proper investigation to be made of the possibiLties 
of tobacco monopoly, matches monopoly and death duties. It has be3n cus­
tomary for our Finance Members whenever they were faced with deficits to 
screw up the existing taxes higher and higher. By this means they had hoped 
to rope in all the funds they needed. But the law of diminishing returns has 
prov»i mightier than Finance Members. The beaten track has now to be 
abandoned for the simple reason that it has proved futile to pursue that way. 
Here are three suggestions for new taxes to which no exception can be taken 
on scientific grounds. Countries like Japan and France—in fact many countries 
of the world— ĥave tobacco monopoly and matches monopoly in full and 
complete working order, yielding substantial revenues and furnishing an 
important basis for raising loans when necessary. The possibilities of these 
two monopolies in a vast country like India are immense—what cannot we do 
with the additional revenue from these sources ? Why should there be any 
m'sgivings about the reforms wrecking on the financial rock ? The fact is 
that our taxation authorities have always been unduly sensitive to powerful 
vest?d interests, but they must realise that both in regard to tobacco and 
matches, the vested interests involved are very &w in number though they 
may be extremely powerful in infiuence. There will not be much upsetting 
or diBlocation. The monopolies can be easily worked. No special adminis* 
trative complications will arise. There is great revenue in store. Why 
should there be any delay in tackling the^e important sources ?
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Afl for death duticH, here agam, we are up against vested interests. They 
âre not few, they are many. They control the press. They are powerful in 

legislatures. They are amongst the favourites of the authorities. Condi** 
tions in England were not deferent when Sir William Harcourt introduoed 
death duties. The landed aristocracy were up in arms. All the same, death 
dutie*s became part and parcel of the taxation system of Great Britain. No­
body objects to them now. Nobody finds it even irksome today. The same 
tliiog will happen in India. For the equalising of wealth, and this is the 
essence of taxation, death duties are an indispensable feature of any taxation 
jscheme.

As 1 said, the Finance Member will have more time and more occasion 
to study the taxation problem of this country, but he will have to devote 
some timii to the undeiBtanding of the financial machinery in fores today. 
<lone are the days when all that was expected of Finance Members was the 
levy of taxes, the collection of taxes and the spending of the coUections. The 
Finance Member has to be more than a mere taxgatherer ; in the new economic 
world with which we are confronted today he has to be also an eccaiomist. 
His secretariat must needs be more than a machine, there must be imagination 
(though it may land them in jail), vision, understanding and ideas. It is true 
that imaginative financiers usually end up in jail------

T h b  H o n o u b a b l b  t h e  p r e s i d e n t  : This is all very academic I
T h b  H o n o u e ^b l b  Me. BUAY KUMAR BASU : Well, it has to be ? 

It arose, Sir, out of the speech of th ' Honourable the Finance Member in the 
other House. What 1 say is that it is equally tru3 that tô âlly unimaginative 
financiers might find themselves in the madhouse, and tSir James (xngg knows 
better than anybody else that a financier with imagination is not the same 
thing as an imaginative financier. From my point of view, the existing finan­
cial machinery ia antediluvian and totally out of date, absolutely unsuited to 
the new needs and new problems. What are the measures that Sir James 
Origg should take to fashion the financial machinery to the increasing de­
mands of the present generation is the question on the solution of which de­
pends the economic well-being and progress of our nation.

T h b  H o n o u b a b l b  Mb. E. MILLER (Bombay Chamber of Commerce) : 
Sir, may 1 first add my congratulations to those of others to the Honourable 
Mr. Tallents on the very clear and concise speech he made when presenting the 
budget to us last Thursday. To this 1 should like to add a word of thanks to 
the Honourable the Finance Member for presenting a balanced budget and 
to congratulate him on being able to do so at the end of his first year ot office, 
I  am with my Honourable friend Mr. Hossain Imam in expressing disappoint­
ment at the absence of the Honourable Sir James Grigg from his seat in this 
House on this occasion.

My rem^ks on this occasion will be brief, for it is quite impossible as other ̂  
have said to deal with the mass of detail handed out to us at the close of our 
sitting at a little before 6 p .m . only the day before yesterday. I can see no 
good reason why Government should have given us so little time and I hope, 
Sir. President, if you agree with me, that you will kindly take up thia matter 
with Government. I feel sure you will have the unaninous support of all 
Honourable Members.

My comments therefore, on accoimt of this short notice, will be in the 
nature of first impressions on the speeches in both Houses and the more de­
tailed views of the European group be given expression to in another place 
At a later date,
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With regard to the TOtoration of the cut in pay in the Government seryioes  ̂

we have known this for tome time and while it an unusual feature to cUiiiclove 
any propoa^ phanges before presenting the b u d ^  each year, I can under­
stand that in this case it was unavoidable on accotint of the railway budget 
and some provincial budgets being pres^ted at an earlier date. While I 
rejoice with my fnends in the services tliat their salaries will once more be 
intact in another month’s time, I could wish that bothi they and the rest of us 
might have obtained greater relief from the surchaige on income-tax than is 
proposed. While we recognise that the Honourable the Finance Member ha6 
to some extent kept to the pledge of lus predecessor by reducing the surcharge 
by one-third (and I am glad he has included in this small benefit, the income- 
tax levied on inoomee b^ween Rs. 1,000 and Rs. 2,000 a year), 1 feel that 
half the surcharge could reasonably have been removed. If that canno be 
agreed to th«i the total removal of the remaining two-thirds must be the first 
relief granted in the budget next year if Sir George Schuster’s pledge i<< to be 
completely fnlfiHed. I hope the Honourable Mr. Tallents will give ua some 
assurance in regard to this.

The propo^l that a crore of rupees should be distributed to provinces for 
schemes of economic development and improvements in rural areas is one 
I thixik that will have th? sympathetic support of eveiyone. Amongst other 
possible ways in which this money might be utilised, Sir James Grigg mentions 
improved methods of agriculture atid I hope provincial Governments will note 
this and include in their schemes the adoption of mechanical ploughing for the 
eradication of deep-rooted weeds from areas that have gone fallow on this 
account, or for the opening up of undeveloped areas. The Council of Agricul­
tural Research have been pajnng great attention to this during the past few 
years, and are about to publi^ a monograph on the subject, wh^h I commend 
to all who are interested in the uplift of the ryot. Demonstrations have taken 
place in many parts of India and in Indian States and in one area alone in the 
Bombay Presidency, 4,000 acres are at present being ploughed, while Sind are 
considering the utilisation of mechanical cultivation on a large scale. That 
in certain conditions, mechanical ploughing is an economic and business propo­
sition, has been proved beyond ail doubt, while the theory that it will increase 
unemployment has also been exploded, because it opens up areas hitherto 
undeveloped and also improves the price of the products when they are 
placed cn the market.

One of the difficulties in connection with the introduction of tractor 
ploughing for weed eradication purposes, is the limited means of the poor 
ryots who have not the necessary funds to finance the initial outlay of even a 
few thousand rupees. This is where the co-operative societies can render 
great assistance by persuading some of the unemployed to take up tractor 
ploughing and arranging for the purchase of plant on easy terras of repayment. 
The ryots can also be assisted by t<tqavi loans and much has been done in 
this direction particularly in the Bombay presidency and the United Provinces. 
The ploughing of the 4,000 acres to whicli I have already referred, has been 
almost entirely carried out on small holdings by mean of contract ploughing 
and with the assistance of taqavi loans arranged by the provincial Govern­
ments.

I welcome the grant of Rs. 40 lakhs to the reserve of the Road Develop­
ment Fund and I congratulate Assam on the special consideration they are re­
ceiving. Many representations have been made t j the Gov^^mment of India 
in recent years for an increased annual contribution to the Road Fund account 
and I hope that th:̂  above contribution is an indication that this demand i*

i: i

410 COUNCIL OF STATE. [S md  M a r c h  1935^



Teooguised as being fully lustified and that next year Goveniment will fix it
on a more definite basis by granting an increased contribution from the
petrol tax of four annas a gallon, aftw first removing the surcharge. Any
tmporary loss of revenue will be quickly recovered and laiger receipts obtained 
by the increased use of motor transport/.

The grant of Bs. 25 lakhs to the North-West Frontier for the oonstruotion 
of Toads is also a very sound proposal and our friends who criticise army ex­
penditure should welcome this as while it is mainly for the assistance of eoo- 
Aomic development in the tribal areas, there is no doubt that it will also assist 
in the guardi^ of our frontier by affording greater mobility in the movement 
of troops in case of need and therefore possibly a reduction in the numbers 
held at certain points.

A matter to which I should like to refer as I come from Bombay, is the 
announcement that the Government of India have decided to finance the 
repayment of the Bombay Development Loan, which is very satisfactory news.

The Honourable the Finance Member in concluding his speech in another 
place expressed extreme disappointment that it had not been poraible to take 

. the first steps in the revision of our revenue tariff in a downward direction. As 
Sir James says, tariffs are certainly too high and too complicated and on both 
counts are restricting trade. There are many outstanding instances of this 
amongst which one that ranks very high is motor transport. Although im­
ports of cars and lorries have increased during the past year, it is mainly 
tecmse this mode of transport is no longer a luxury but a sheer necessity and 
this upward move in imports would be rapidly assisted if more reasonable im­
port duties were levied. I believe the Honourable the Finance Member fully 
realises this but I take this opportunity of mentioning it as being another in­
stance of where a reduction in auty will after a short interval bring in increased 
revenue not only directly, but also indirectly by assisting rural development and 
reducing unemployment.

Now, Sir, as I have already said my remarks would be brief and as pro­
bably my Honourable colleagues from J^ngal and Burma may also wish to 
make a few remarks, I will not take up any more time of the House. I would 
only add in conclusion that to me the general impression left after considering 
this year’s budget is one of hopeful optimism in regard to the future and a con­
viction that while we may experience temporary setbacks, we have it within our 
power, given the spirit of goodwill and co-operation, to enjoy a fair period of 
Bteady progress and moderate prosperity. I trust this may prove to be the case.

T he  H onourablb  S a r d a r  Sh r i JAGANNATH MAHARAJ PANDIT 
'(Bombay : Non-Muhammadan): Sir, the budget as presented this year will,
I think, satisfy even some of the most obdurate critics of the Government. 
I cannot but congratulate the Honourable the Finance Member who has at 
least the credit of not burdening the country with fresh taxation. But, Sir, 
I join issue with the Honourable the Finance Member when in the course of 
his budget speech he eulogised Sir George Schuster, the outgoing Finance 
Member of this country. I say that people of this country will appreciate 
him more in his absence for all that he did in steering safely the barge of Indian 
finance to the port of stability during the stormy days of world-wide trade 
depression. There is no doubt that his labours have brought in this twilight on 
the financial horizon of India, when India may expect to balance her budget in 
future and may even expect to have surpluses which, in times to come, may 
be utilised in lowering the burdens of taxes on the poor masses of this country, 
«uch as the reduction of the salt duty and the postage rates. Sir, though
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I have congratulated the Finance Member, yet I cannot but say a few words, 
regarding the surcharge on income-tax. Thijs sturchaige was levied as am 
emergency measure together with the levy of a salary cut. -4® emergency 
measure the limit of the taxable income was also lowered from Rs. 2,C^ to 
Rs. 1,000. Sir, the cut in salary was restored by 5 per cent, last year and it was 
expected that this year these other two classes of taxpayers who were alsa 
burdened under the" emergency measure should be given" some relief before 
the cut in salary was fully restored. What I mean iig that the restoratiom of 
salary to its fullest extent could have been deferred by another year, and in the 
meantime the current year’s surplus could have been better utilised for raising 
the taxable limit of income-tax from Rs. 1,000 to at least Rs. 1,600 if not to the 
original level o f Rs. 2,000 and also to the abolition of the whole of the surcharge 
on income-tax. Sir, I think it would have been more justified, dignified and 
graceful tor the services to suflfer a year more before they had their cut in 
salary fully restored. I do not by this even for a moment mean that the cut in 
the salaries of the present incumbents of Government posts con with any 
justification be made permanent. The Government and the Legislature 
committed themselves to the fact that these salary cuts are only emergency 
measures but, Sir, as I said before, that was not the only emergency measure 
which was adopted to weather the storm of depression.

Then, Sir, I once more congratulate the Honourable the Finance Member 
for promising half of the jute duty to Bengal which, to my mind, Bengal 
could justly claim to meet their deficits. I heartily welcome the proposal and 
nothir^ will please me more than to see the Government of India giving up 
gradu^ly the whole of the jute duty to Bengal. But, Sir, here I cannot but 
justly complain about the step-motherly treatment to Bombay. A share in 
the income-tax revenue is also a legitimate claim of Bombay, whose finances 
are also in a very bad plight. The Government of Bombay are carrying on 
their administration with great difficulty by levying fresh taxes year after 
year, and it would have been most fitting if the Honourable the Finance 
Member could have found his way to give some relief on this occasion to the 
Government o f my province by way of a share from the income-tax revenue 
to which Bombay’s claim is as just and equitable as is Bengal’s claim to the 
jute duty. Then, Sir, I would once more draw the attention of the Honourable 
the Finance Member to the army estimates. The country irrespective of caste, 
creed or political party to which each Indian belongs, demands reduction in 
army expenditure and the Indianisation of the army. We press for Indiani- 
sation not only for the reUef of unemployment amongst the educated men 
of this country, but also for the reduction in the clwirgos of army establish­
ment in India. Sir, unless and until the army estimates of the country are 
considerably reduc^ neith^ the provincial Governments nor the central 
Government can really do anything for the welfare and benefit of the masses. 
The army estimates are the heaviest item of expenditure and out of about 
Rs. 45 crores for army expenditure I think it is not very difficult to knock off 
about a couple of crores a year, which wiU go a great way to making the pro­
vincial Governments and the central Government more solvent.

T he H okoubable Mb . SHANTIDAS ASKURAN (Bombay: Non- 
Muhammadan) : Sir, as a newly elected Member of the House, I want to 
indicate in this, my first speech, on the occasion of the budget statement, the 
j^ict of whi6h from which I propose to approach it, as, indeed, all other ques­
tions which will come iip before the House. I am primarily a businewman 
interested, natur^ly ana keenly, in the economic prosperity of this country#
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But economic prosperity depends on the political contentment and the social 
welfare of our people. Though I am not a politician, I heartily «hare the 
political aspirations of my countrymen and look forward to the day when we 
shall have a stable constitution responsible to the people and undertaking 
schemes of social and economic progress.

From this point of view, I must confess I am somewhat disappointed 
with the budget presented to us. Two weeks ago, the Honourable the Finance 
Membery replying in the other House to a debate on the revision of our taxation 
policy, seemed to admit that the incidence of taxation was too high. Though 
he would not agree that the present rates had ccme under the operation of the 
law of diminishing returns, the fact remains that in spite of the heavy sur­
charge, income-tax and super-tax have shown hardly any tendency to bring 
in more revenues. I sincerely trust that the promise given by the Finance 
Member on the 14th February last, which was really a repetition of hiy premise 
at Simla last year, to have the entire system of taxation in India overhauled 
in the not far distant future, will materialise vei:y soon. Kon>official opinion 
in India, whether from the ranks of businessmen or of politicians, is, I assert 
with confidence, almost unamimotis that the present burden of taxation is far 
too heavy and prevents the recovery of trade, besides driving the poverty- 
stricken masses to the verge of stravation.

A little relief has, no doubt, been provided in the shape of reduction by a 
third of the surcharge on income-tax and super-tax. But the country is 
entitled, I maintain, to expect the removal of the entire surcharge, which would 
have meant a loss to the Government of Rs. 334 lakhs. Where after all, I ask, 
was the pressing necessity for the restoration of the 5 pw cent, cut in salaries, 
costing us, even excluding railways, over a crore of rupees ? Even in England, 
where the standards o f living are higher but the scale of salaries lower, there 
has not been, I understand, a full restoration of the salaries cut. The 
Honourable the Finance Member’s speech in the other House two weeks ago 
had roused general expectation that an announcement of the abolitk>n of the 
whole of the surcharge would be made; and its absence has caused equally 
widespread disappointment. As a representative of Bombay, I am bound also 
to voice the resentment we feel that under this item «o large a sum as almost 
Rs. 6 crores (Rs. 83 lakhs as super-tax plus Rs. 416 lakhs as income-tax) is 
being contributed by my province to ccntral revenues. Other provinces which 
plead their inability to balance their budgets obtain relief from the Govern­
ment of India, while Bombay is penalised and made to pay for the progress of 
other provinces. Such treatment is unfair and inequitable, and I shall be 
fBdling in my duty if I did not add my protest to those which have been made ia 
the paat in both Houses.

Let me now touch on one important aspect of the budget—the economic 
ocmsequences of the policy followed by the Honourable the Finance Member, 
a policy that has oome to him as a legacy from his predecessors, the policy 
of finding revenue to meet expenditure rather than control expenditure to 
meet revenues. Allow me, Sir, to quote the words of the Honourable Mr. 
Taylor in this House during tibe budget session of 1934. The Honourable 
Member said :

“  Unfortunately the offloers in ohar^ o f a department like the Finance Depart­
ment know only on6 oanon o f taxation which oomes ^ t ,  and that is that they must get 
the money **.
I submit to you, Sir, that, as a businessman I cannot see the truth in such 
statements. If my income were reduoed from a lakh of rupees to fifty 
thousand, would it be right if I budgeted for an expenditure of a lakh ?



[Ml*. 8b̂ .i|tidiu» A«ki^an«}
Wfaat applies to  an indiridual aptriies With equal force to a nation, 
because t^e Qo^remnlent o to  put its haiids iatb the {K>dkei o f the bi4iv{di]^  
IHtbout fear rei^isal, is it pibper, Sir, that no effbrt should be made to lim it 
our expenses to our revenue ?

It lopks as though the process of pr^aring the bucket begins with ^  
«tat«ntot &bm the tÛ my authorities as io thoii* needs, ^ot a pice is to be 
toudied thei«. llien c6me the dethdiuls of the civil administiration, alnoyô t 
^e^aflj uneompromisihg. Sir, does the Qoveiiimeni exist for the welfare of 
the taxpayers or the taxpayers for the oonveniehoe of the (^vprninent t 
What is the good of talking of (9conbmid recovery or international action ^  
bHng the î ôHd to saner iti^od$ of doing busing ? What we p e  doing m 
this cohntry to increiAfie the purbh^ing |x)^r of tho masw ̂ î rtich is, ^  i  
Vie# it, the most eiiebtive method o ̂  simulating trade and indujstry ? A n ^  
roral masses o t urban clas^, what have they left to them after paying centni) 
taxes, provincial taxes and local taxes and bes^s ?

I cannot help feeling, Sir, that tî ere is not a proper aei^ of proportion or a 
perspective in the manner in wnich the Government of India considers this 
question of taxation. Defence expenditure still stands at Bs. 44*98 cro^ i 
and all our requests for economy go practically unheeded. We are told that 
we do not show sufficient appreciation of the fact that it has been brought down 
from Bs. 55 orores in 1928̂ 29̂  to the present lerel. But let me make two 
observations on this point. Is there sufficient appreciation on the other 
fide pf the iEkct that when this constitution was inaugurated, the Mestoh 
<])ammittee did not anticipa e a normal d^ence expenditure of more than

40 D̂ rores a year ? Secondly, let me say that the Simon Ccmimisaion, an 
^•British Commission, pointed out that 1 was impi^ssed with three cheap 
features of India’s finaoicial situation :

(1) the mass o f  the people are eztrelnel^ poor ;
“  (2) Bheii iQcamng expenditure on deftmce And the maintenance of law and order 

ai high in proportion to her wealth as Western Katiotfis ;
*<(3) her expenditure on sooiai servioes, sueh asedueatidn, health, sanitation, eio ' 

is far bê utnd Western standards and> indeed^ in many dirsotions is almost non-existent

As the Cotnmission further observed :
Wise expenditure on sooiai servioes aod partioularly on health and education should 

be remunerative in the sense of increasing the wealth-producing power and therefore the 
taxable capacity of the country. Security is, of course, essential, if production is to 
develop ; but it cannot be claimed for expenditure on defence either that it is mere re­
distribution of income, or that it promotes productive efBdency. Indeed, econdmlcaUr 
speaking, it is the most burdensome form of expenditure, and this is particularly the caA 
where, an in the case of India, the army contains a large element drawn from elsewhere **.

Excellency the Gommajider-in-Chief made a comparison the otter 
day on the floor of this House between defence expenditure in this couni^y 
and in some other oountries. But he should have taken also the average 
ineome of the Indian in considering this matter. The Simon CommissicMU 
reckoned it six years ago at £8 a year, as against £100 in Bngland, but sinoe 
then the average in India has gone down very considerably.

It was stated by the late Lord Rawlinson in the Legislative Assembly in 
1923, when he was pressed to effect further economies in defence expenditure, 
that he had to take into account the problems of internal security and condi­
tions abroad. As a lajrlnan I hesitate to express a definite opihioh on this 
subje^. But It seems to me that with thto abri.ndoiiment of civil disobedlWldi^
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And the return by Congressmen to constitutional m^l^pds ; wi4  ̂ quiet reign­
ing on India’s frontiers, there can be no compelling necessity for the mainten­
ance of i^ch a scale of expenditure as the militaiy authorities hare decided 
upon.

It has beeh possible  ̂1 notice from the bucjget %ures, to reduce by 
20 I«mis one item of army expenditure through a cloeier ^timate for (ĵ rajas 
4uijd other fpodstulffs. Low prices have been obtaining for a number of years; 
but» apparently, it is only ftiis year that such economy was effected. Com­
paratively, it ip ^  seem a small point; butj. Sir, it stren^hena my conviction 
thai pursuit pf nqlJxer economies, assisted by a committee p f  businessn̂ eiqi 
and ê q>erts» would yield similar resu ts in other directluns.

In any event, 1 am owphatio that the pao# of Iiidiamsation of the def^o^ 
forces should be appreojlAbly accelerated bciib % vww to economy and ajao 
'ibr the pi^pcee of providiiig India with a nl t̂ional defei^ce force within a 
iBMdttrable pmod of time. It is as businessman that I hold that the best 
l^arantee of internal peace is not a la^e army which requires ao much for 
itself that very little is left for expenditure pf a remunerative kind, but the 
<5ontentment and prosperity of the people throfagh schemes of social and econo­
mic development.

The Government's proposal to set aside one crore of rupees for rural 
development schemes is to ^  welcomed ; and I hope that this grant will be a 
reoorring one. At the same time, let me add that l^e question of its proper 
and effioient utilisatipn should engage the attention of the oentrai Govemment; 
I would suggest the formation of a Central Board of Bural Development 
working on lines similar to the Imperial Council of Agricultural Research and 
deriving active assistance from experts on marketing, dairy products, live­
stock and other problems which are closely connected with I n ^ ’d rural life. 
There is one other important aspect of rural development to which attention 
may be drawn ; I refer to public health. Sir John Megaw, late Director 
General, Indian Medical Service, in his report on the concUtions of health in 
the rural areas in 1933 took a gloomy view of the future ;

“  Not only fur the masses of the people who must face an intensified struggle for 
bare aiibsistence, but also for the upper claflBes whose incomes depend upon the product 
tion of a sut̂ phis of crops and other commodities

The present Public Health Commissioner with the Government of India 
in his latest report has expressed the opinion that there is urgent need for a 
wide development of both the central and provincial Public Health Depart­
ments which should be manned by experts capable of advising on the many 
difficult health problems which confront the country. No one will challenge 
his assertion that the health and welfare of the people are the most important 
problems with which the Government is faced, I trust, therefore, that the 
scheme of rural development will give a prominent place to problems of public 
health and the measures to be adopted for their solution.

I must compliment the Honourable the Finance Member on the foresight 
he has shown in recognising the claims of the roads in the national economy of 
this country ; and it is a great pity that more could not be done towards that 
object. Sir, lack of adequate road communications have done more to impo­
verish India than any other single factor, by increasing the cost of production. 
I may say, Sir, that roads deserve to receive better consideration than they 
have received till now. ^

In the matter of the reduction of the silver duly, Sir, I cannot see eye to 
'eye with the Honourable the Stance Member who looks at the matter from a
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purely budget point of view. He does not seem to have taken into account 
any other factor but that of the prevention of smuggling. But has the 
Honourable Member paused to think what would be the consequences of such 
a step ? For an indefinite period in the past, India has been importing silver 
and the amount exported has been negligible in comparison. The wealth of 
the countiy is bound up in silver and a decrease in prices is bound to have 
adverse effects on the poor masses with grave repercussions on the national 
economy of the whole country. The price of silver has already gone down as a 
result of the reduction, and the silver holdings of the peasants have djmiinished' 
in value in proportion to the fall in price of silver, thus aggravating their mis­
fortunes resulting from natural causes like irregular rainfall and the recent cold 
wave. The action of the Finance Member at this juncture seems to be the 
proverbial last straw; and to the extent, therefore, the purchasing power o f 
the country has been lessened, the blame for any consequences that might 
ensue may be laid squarely at the Government’s door.

In this connection I might point out, Sir, that even in America they are 
following a policy of increasing silver prices with a view to increase the pur­
chasing power of the silver*holding millions of India and China.

Finally, Sir, I would observe that tiie Oovemment of India should exer­
cise its imagination and realise that the success of the new reforms will depend, 
more than on any other factor, on the fimds available for thenation-buildxng 
departments in the provinces. I earnestly trust that the period between now 
and the inauguration of the new constitution will be u t il i^  by the Govern­
ment of India for lemoving the financial difficulties of the provinces. In  
conclusion, I would like to express my gratitude to the Houfie*f(xr the patient 
hearing wMcdi it has given me.

T he H onoubable Mb . V. V. KAUKAR (Central Provinces: General): 
Sir, as a layman I approach these budget proposals from various points of view. 
When a date is fixed for the presentation of the budget in both Houses of the 

j Indian Legislature, various hopes and suspicions are created in the
 ̂ ' minds ofthe masses as well as the classes. The industrialist thinks that 

he might get some benefit from the budget proposals of the Government of India. 
The agriculturist thinks that his burden of taxation may be relieved and the 
educated classes think that they may get something by way of an employment 
scheme, which will to some extent relieve the trouble of unemployment amongst 
them. Looking at these budget proposals, Sir, I as a layman cannot say that 
all these three points of view are Amnd in them. No doubt it may be said that 
a grant of a crore of rupees for the rural development of India has been made 
with a view to relieve unemployment, but, Sir, my complaint is that all the 
emergency measures that were introduc^ in 1931 and 1932 have not been done 
away with while the salary cut about which much has been said in this House 
and outside also has been completely restored. In the year 1932 you sounded 
a note of warning to the then Finance Member, Sir George Schuster, that he 
should not make up his mind to restore this salary cut without taking into 
consideration the financial situation in India. I am not against the principle 
of rest(»:ing the salary cut. I must make it perfectly plain that I desire that 
the salary cut should be restored. But when ? When the emergency taxation 
has been withdrawn, then and then only you have tlie right to restore the 
salary cut and not till then. Sir, it may be said that the surcharge on the 
suner-tax and income-tax on low incomes from Rs. 1,000 to Rs. 2,000 has been 
taken away to a small e?^nt, by one-third. I submit Government would 
have given greater relief if they had removed it altogether before restoring:



the salary cut. That promise, Sir, I submit, has not been fulfilled and there­
fore my eomplaint is that even the industrialists who have to pay by way of 
income-tax a verv large sum to Government are not satisfi^. I find my 
Honourable firiend from Bombay saying that he also is not satisfied with the 
proposals of the Government of India. I do not know how my Honourable 
nriend, Sir Phiroze Setlma, says that he has received telegrams from Bombay 
saying that the commercial community is satisfied with the present proposal. 
I congratulate the present Finance Member and the Finance Secretary for 
giving us a surplus budget. But then, Sir, I will not call it a surplus budget 
unless and until the heavy burden of taxation is taken away and relief is given 
to the masses as well es the claases. Sir, as I said before, the services are very 
costly in India as compeired with the services in the other countries of the world- 
The services have got the Lee concessions and the principle underlying the Lee 
ooncession was that the prices of commodities were very high. That has ceased 
to hold good as the prices of commodities have gone down to a very great extent. 
Bo, Sir, the services should not have come in this year and this proposal of 
restoring the cut should have waited for a year more. Another miscluef that 
this salary cut has done is to disturb the budgetary equilibrium of the provinces. 
I have not got definite knowledge of other provinces but I can give to this House 
information regarding my province. Sir, if the salary cut had not been 
restored, my province would have got a surplus budget of Rs. 6,47,000. But 
on account of the restoration of the salary cut my province has got to face a 
deficit budget of Rs. 1,33,000.

Another thing, Sir, that the people of my province are faced with is that 
to pay this additional taxation in order to meet the restoration and to make 
provision for contribution to the nation-building department, the local Gov­
ernment of my province have introduced additional taxation and people who 
are already suifering under central and provincial taxation will have to bear 
the fiurthor burden of this additional provincial taxation. Looking at it fh)m 
that point of view. Sir, I do not think that the budget can be said to present 
a very satisfactory feature this year.

Then, Sir, I come to the question of the grant of one crore of rupees for 
rural uplift. As I said, I really welcome this scheme on the part of the Govern­
ment of India and I further request that a ^ant of this nature should be a 
recurring one. But, at the same time, I think the attempts on the part o f 
Qo\’̂ mment should not come in any way in conflict with the attempts msKle 
in this direction by Congress and Mahatma Gandhi. Unfortunately, Sir, a 
secret circular which saw the light of day and was debated in the other House 
created a suspicion in the minds of people who have devoted their time and 
energy to rural uplift that the Government of India would not allow the efforts 
of these organisations to go on smoothly. I therefore request Government 
that just as they —I am told—co-oporated with private organisations in Bihar 
in giving relief at the time of the earthquake damage, so in this charitable 
work they will also join hands with other private organisations and will not 
in any way come into conflict with other organisations so far as rural uplift 
is concerned. Various schemes have been proposed for rural uplift and I 
believe the Government of India will take into consideration that the money 
spent for rural uplift—as was said in answer to a question put by my friend 
Mr. Hossain Imam by the Honourable the Finance Secretary, that a large 
amount of that money—will not be spent on the services but will be spent in 
the interests of the agricultural population of India. .

Then, Sir, I am sorry but I have to come to the ** popular stick with which 
0(H)tfnfnt7U w always beaten'\ and that is the military expenditure. It may
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be said that that subjeot has been di^iisaad here a great tflcmy times, that 
Ckirertiihent have made authoritative sta^ments and tka  ̂ thev eaimot do 
an^hlng f^ h e r  in the matter. As a young man, I hav  ̂to knoolt and knock; 
ana 1 axti stire that wheh I knock continuously, the doOr will open.

The Hô O0bablb Sib DAVID DEVADO^ : Knock and it shall be 
opened! •

The H0 N017BA.BLS Mb. V. V. KALIKAR : Sir, it has been admitted by 
military experts that much of the expenditure over the army in India is spent 
on the British element, and that the British Aiiny in Indilk is to a very gr^t 
^xt^nt maintained for imperial purposes. I do not lor a miwent believe thai 
His Excellency the Commander-in-Chief has given up all hopes of curtailt^ 
the expenditure in this department and of pitting pressure on the BritiiBh 
Oovermnent to aUow him to Indianise the army. In spite of the statemrai 
that His Excellency made the other day on the Honourable Mr. Mehrotra^  ̂
Resolution that he is not going fur^or during the transition period, I stUl 
believe that he has been forced to make that statement under the dictates of 
the British Qovemment, and it is with the intention of strengthening the hands 
of His Excellency that we are knocking and knocking at the same point agnin. 
I f  a British soldier costs Rs. 850 and an Indian soldier Rs. 260------

The Honottbablb the PRESIDENT: May I ask you to be as brief as 
possible on this point ? We have discussed this poiirt threadbare on the 
Resolution the other day.

The HoyoiTBABLis Mb . V. V. KALIKAR : I have said, Sir, 1 am an 
optimist, and therefore, I want to knock again. I submit, that he will not only 
take credit for reducing the military expenditure, but ho will also find employ­
ment for the educated youth of India who have taken a liking for a military 
career.

I now come to the proposal of the Qovemment of India to give a portion 
o f the jute export duty to Bengal, Assam and Bihar. If the Government of 
India had lessened the burden of taxation, if the Government of India had 
found their way to remove the match excise duty and the sugar excise duty, if 
the Government of India had seen their way to lessen the burden of income-tax 
BSid raise the taxable minimum to the old level of Rs. 2,000,1 would not have 
complained. But if at the cost of this additional taxation on all the provinces, 
Bengal, Bihar and Assam are going to get this, then certainly I have a right to 
quarrel with them. I would not have been sorry if Bengal, Bihar and Aasam 
got it. *

The Honoubable Mb . BIJAY KUMAR BASU : These provincen have a 
right to the whole of the duty.

The Honoubable Mb . V. V. KALIKAR : The Central Provinces and 
Berar have a right to the whole of the inct)me-tax. But nobody gives it. If 
a question of the right of a province arises, then certainly all the provinces 
throughout India can claim certain taxes for themselves. I do not want to 
make it a complaint. But I frankly state, Sir, that imless these taxes wore 
repoLoved, the Government of India should not have considered the claims of 
Bengal.
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Only one word more. Ail the provinces have to ibake some demand on 
J. find fpiQothing i# l^ing given for civil q.viatio». 

make a request to the Govemipent of India on behalf of my province 
tjxat pome amount may be w n^ over civil aviation in Nagj^ur. They are going 
to start a club there. TheIccal Government, I ^m told, going to approach 
the Government of India. 1 therefore roqi|est the Government of India to 
consider their claims al»o.

In concluding my remarks, I have tu congratulate the Honourable the 
Finance Member and the Honourable the Finance Secretary because they have 
been ft>rtunate enough to present us with a surplus budget ot Rs. 150 lakhs. 
But, a8 I said in th(- beginning, there are so many emergency taxes that I 
cannot call it a surphm budget.

The H onoubable Lieutenant Colonel Nawab Sm MAHOMED 
AKBAR KHAN (North-West Frontier Province : Nominated Non-Official) : 
Sir, first of all, I have to protest strongly against the manner in which tho 
discussion on the general budget has been expedited this year. Ever since 
the formation of this Chamber, Sir, discussion of the general budget has alwaj^ 
been proceeded with full five or six days after its presentation in the Council 
of State and the Legislative Assembly. Even last year, it was presented in 
this House on the 27th February and discussed on the 5th March, with a fufl 
period of six days for consideration after its presentation. This time only 
a single day has been allowed between its presentation and discussion. I 
am sorry that I cannot make out the reasons for such a hasty disposal of such 
an important business as the general budget of the Government of India. 
I fail to understand what are the special reasons for this deviation on the part 
of the Government of India from the procedure adopted for the disposal of 
the general budget every year ever since the inception of the present form of 
central legislature ? No doubt the days allowed for its presentation and 
discussion have been sanction^ by His Excellency the Viceroy but tho allot­
ment must have been surely made at the instance of a responsible Member 
of the Government of India chiefly associated with the work of this budget. 
Can I expect that the Honourable the Finance Secretary will take the trouble 
to explain it to the House as to why the disposal of such an important item 
has been arranged to be proceeded with in such a hasty manner ?

As for myself I have found it absolutely impossible to read the bulky 
volumes of papers connected with the Statements of Demands of Grants which 
have been given to Honourable Members in the evening of the day before yester> 
day, within so small a time as a single day allowed to us between their presen­
tation and discussion. Sir, the Delhi session of the central Legislature is 
generally known as the budget session and it is chiefly for the consideration 
of the budget that a session of the central Legislature is convened at this 
place at such a great expense. Is it not then strange to find that the special 
work necessitating the calling in of the Delhi session is given the time of only 
two days for its presentation and consideration, discussion and disposal all 
through ? To my mind this method of proceeding with tho disposal of such 
an important work in such a hasty manner is nothing but to make a mockery 
of the work and I cannot see how far the Government of India is justified 
in treating so lightly such an important subject as its budget which concerns 
it most as well as the ; eneral taxpayer ? As I suppose, Sir, each and every 
Honourable Member of this House is a taxpayer, contributing his quota of 
taxation in a larger measure as compared with tlie Members of the other 
House. As such this House is more concerned with tho con ideration of the 
Government of India’s budget than the Legislative Assembly, but what a pity
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iJbiat only a single day is allowed to us between its presentation and disons- 
sion» whereas the other House is grwted full four daya to take up its oonsi* 
deration after its presentation therein. It is simply due to our bad ludc this 
year, otherwise it has never been so in the past, and I hope that in future also, 
in the interest of the larger taxpayers, the Oovemment of India will stick to 
the old procedure of allowing us at least five or six days between the presen­
tation and discussion of the budget so as to enable us to study it full well, 
look into its merits and demerits as best we can and thereby be in a position 
to express our considered opinion on it.

As regards the budget under discussion, Sir, it is really gratifying to see 
another surplus budget this year also. It is the third surplus budget of the 
Government of India and it is a happy auguiy for the Honourable the Finance 
Member to produce his very first budget with a surplus of Rs. 150 lakhs. Rs. 8 
lakhi of this surplus he propoies to dispose of by abolishing the export duty 
on raw skins and Ra. 136 lakhs of it towards a slight reduction of the income* 
tax surchargei, leaving a nommal surplus of Rs. 6 lakhs at the credit of the 
(Government. No doubt, the Finance Department deserves to be congratu­
lated for any surplus budget nowadays and especially the one under discussion 
which is the third of this kind in regular succession, but if we look at the other 
side of the picture we will find that all these so-called surpluses are simply due 
to the operation of the Supplementary Finance Bill of S^tember, 1931. As 
Honourable Members are well aware the Supplementary Finance Bill of Sep­
tember, 1931 was only adopted as a temporary measure for a period of a year 
and a half, simply to make good the deficiencies of the preceding budgets. 
Its passing into law at that time was subject to a clear promise on the part of 
Sir George Schuster, the then Finance Member of the Government of India, 
that it wiU be no longer required after its stipulated life of a year and a half. 
This means that its operation ought to have ceased after the end of March, 
1933. But how does the matter stand at present ? It i now a month less 
than three years and a half since its operation from September, 1931 and still 
it is going on without any perceivable signs of its withdrawal in the near future. 
In other words, it has exceeded its life limit of a year and a half by nearly two 
years and still there is no hope of its remission in the immediate future. As 
already pointed out, at the time of its imposition, it was declared to be a tem­
porary measure. It was not designed to become permanent, whereas it is 
very nearly the case in view o its operation of two years over and above 
its btipulated life, and ther  ̂ being no mention as to its ceasing to operate in 
the speech of the Honourable the Finance Secretary on the occasion of his 
presenting the budget under discussion.

The meagre reduction in the income-tax surcharges by one-third of their 
enforced rates is not an appreciable attempt towards withdrawal of the Bill 
in question. It further loses its significance when we see that the salary 
cut of the servants of the Government of India amounting to Rs. 108 lakhs, 
which is the second instalment of its kind, has been restored in ioio, while 
the income-tax surcharges have only been reduced by one-third of tiieir present 
rates. Sir, th3 only purpose of the existence of any Government is the wel* 
fiare and the well-being of its subjects and all thia depend on the amount of 
taxation borne by the subject-community. In the case of this poor country 
we find that the interest of the subjects here are always put next to those of 
the Government servants. Although I do not grudge their emoluments, but, 
as a matter of fact, they are drawing high salaries and it makes no difference 
to them whether the 5 per cent, out in their salaries is restored to them present­
ly or a Httle later. But the poor taxpayer is dying under the burden of taxes
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;a2id juBtioe demaxulB that he should be relieved of the imbearaUe burden 
im po!^  on him in the shape of these surcharges as soon as possible. On the 
contrary we find that the taxpayer is constantly kept down to bear the burden 
o f  highly excessive taxen simply to provide the Government of India for their 
avooations of constructive works such as the Public Works Department.

This policy of continuing taxation, Sir, is a matter of great objection to 
'every taxpayer and I wish to make it known to the Government that they 
should please see to the advisability of discontinuing.it as soon as possible. 
The existing form of rates of taxation are proving very hard on the general 
public. TaKe the case of income-tax. India is a poor country as compared 
with the United Kingdom. This fact is very well admitted by all, and yet 
we find that the rate of income-tax in England is not so heavy as it is in this 
poor coimtry. In England, concessions are given to married men. There 
Are allowances for the wife, children, and dependents, while there is no pro- 
Tision of the sort in the Indian Income-tax Act. In England allowances for 
wife and children are increased according to their number. Further there is 
an exemptablc minimum of £130. If a man's income is £700 per year, the 
exemption in respect of £130 is allowed, and his income liable to assessment 
is taken at £570, but there is no such exemption in India. As regards super­
tax in India, at the time of ita imposition in the year 1918-19, it was represented 
by Sir Malcolm Hailey, the then Finance Member, as purely a war measure. 
It ia now more than 14 years that the war has terminated but the super-tax 
is still tied to our necks with some increase in its rates every year. This policy 
o f  increasing taxation every now and then is not a good policy and the Gov­
ernment ought to have resort to a more lenient policy of taxation than its 
present one. Personally speaking, I am in favour of a universal rate of tax 
and I think that all my Honourable colleagues would also agree to it, for it 
has ever been enforced here as well as in other Muhammadan countries and 
I would suggest to the Government to adopt that form of taxation. But 
as regards graduated rates of taxes, I am strictly opposed to them and the 
sooner we are relieved of this form of taxation, the better for the general 
tax-payer. It is therefore that I want to impress it upon the Honourable the 
Finance Member that substantial reduction in the present rates of income-tax 
and super-tax is urgently called for and add that unless the supplementary 
Finance Bill of September, 1931 ceases to operate, there is not much to 
rejoice over these surplus budgets.

Another feature of disappointment with regard to the present budget 
is that no reduction has been allowed in the postal rates or the prices of post- 
oards and envelopes. These are the things which concern each and every person 
and especially the poor people. It is a matter of great regret to find that in 
spite of three surplus budgets in succession, not even the slightest relief has been 
provided to the teeming millions of the poor classes all over the country. 
Although the flat-rates of the Posts and Telegraphs Department are borne 
equally by the high and low, yet imless all these excess in charges are remov­
ed once for all it cannot be said that in the strict sense of the word we have a 
real surplus budget.

On the expenditure side it is indeed gratifying to note that the defence 
budget for 1935-36 has been reduced to nearly Rs. 60 crores, with a reduc­
tion of no leas than Rs. 10 crores as compared with the army budget after the 
termination of the war. This is undoubtedly due to the untiring efiForts and 
sympathy of His Excellency the Commander-in-Chief, to whom I take this 
opportunity of expressing our grateful thanks. At the same time I would 
request him to please stop the question of any kind of reduction in the pwsion



o f miffitary penidoiiisra. When there no mestum reduction in the
officers in service  ̂why should there be any reduotkm in the pensions o f  

rMikied officers t
Owing to the world deprensioti, Sir, there has been a oonsiderabie down­

fall in the eccooBQiiD conditions of this country. Prices have ĉaae down and 
tJbe purchasing power of the jw p le  has abo gone; (^wn. It is said to hav^ 
dadbied by over 47 per cent. On the Govermaent si4e the chief feature of their 
budget is a steady level of the tax receipts and a slightr d^cref^ in expenditure. 
The piiesent day conditions in the country do not permit of a 6 or 10 per pent* 
m l in expenditure. What is needed is a heav̂ y axe to bring down tdke expendi* 
tiUre in sll the civil depaartments almost in the same proportion aa tkei fall in 
the national income. May I, therefore, ask the Honourable the F in ^ ^  Memr 
ber if he is ppepe&fed to ooinuder the question of reducing the Government 
expenditure to the j)w?lrj|ii*level I To my mind this is the only way to restore 
the equiHbrium of the country.

T h e  H o n o u b a b iji  Mb . HOSSAIN IMAM : Reduce the salaries I

T hk H ok ou babu b  LncTTTKNAHT-CoLONKt. N aw ab  S ib  MA|I0M{^]> 
AKBAB KHAN : Well, reduce everything all round ! Cut your coat accord­
ing to your cloth! That is the saying.

Anothw matter to which I would like to invite the attention of the Gov­
ernment is the question of finding some stimulus for the export trade. India 
is an agricultural eotmtry and owing to the general dcpresidon throughout 
the world, it ha.s suffered most on account of the fall in prices of its agricultura) 
products. This has resulted in great distress and suffering to agrte^turii^. 
Hggbestly speaking they are living on the verge of starvation i>nd the nmorlty 

them are in a state of actual starvation. The present rate of prices of theif 
p;h:^iicts is leaving them no profit at all and they have to diBpose of their 

other holdings in order to pay the Government land revenue and 
ifi^ r  taxes, tinder the circumstances, it is highly im^rative that some 
etfective measures should be found with a view to remove their nlisery and 
distress. Some fresh markets should be opened for the agricultural produce 
of India in order to secure restoration of their prices which is the only way to 
bring relief to the poor agriculturists of this country.

The Council then adjourned for Lunch till Half Past Two of the Clock.
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The Council re-i^m bled after Lunch at Half Past Two of the Clock; {̂  ̂
the Honourable the President in the Chair.

T h e  H ohoitbable K h an  B a h a d u b  Ch ah d ki MUHAM]HA|J;I)IN (East 
Punjab : Muhammadan) : Sir, the Finance Member is to con g ra tu la ted  
for presenting a budget which shows signs of improven^^ in the financial 
position. There has been considerable increase in revenue over the original 
budget anticipation during the current year so that the surplus is now expected 
to be Rs. 327 lakhs instead of Rs. 10 lakhs. Sir l̂lietween 1931 and 1934 the 
cost of civil disobedience and terrorism was>lJile'‘of the biggest items in the 
country'S expenses especially in the proving o f Bengal. It is not possible to 
over-estimate the evil effect of these ̂ tiiovements on the financial pomtioa. 
It is tk matter of gratification that c^^cbwtrymon are now realising that Bttch 
moveinents are most harmful to the best interests the cotintry and Ixidia’s 
sldiriiliion Kes in peace and harmony. li  the motoy Which had to be spient-



in  suppressing these ev il m ovem ents could be spared' and sp en t in  cftiTymg o u t  
th b  n otion -bu ild in g  schem es India shou ld  h ave  b y  this tim e gone a long w a y  
to w a rd s  real pk>sperity in  sp ite o f  the World-Wide depression  during th e lac^ 
fo u r  years. .

Sir, a most Satisfactory feature 6f the budget is the grant of oh6 crore fpip 
<listribution to the provinces to bo spent oh schemes for the econormic dcvblop- 
anent and improve^ment in rural areas. India’s maiiistay is agriculture and 
any steps towards the welfare ati8 prosperity of the a^icultuiAst would go ii 
long way towards the amelioration and contentiBient of the masses. MoS/ bf 
the provinces are showing deficits in tlki?ir budgets and they require financial 
as^stanee fuom the central Govemm^t to balance their budget**,, Schemes 
like the Bhajkxa dam in the Punjab, and the general river scheme in tJie Frontier 
province aro lield up for want of fuiî B and should be taken jup â  ̂ early 
.possible. Although much has been done in this direction, vast areas of cul- 
turable land remain tp be developed for lack of irrigation. means are found 
*to utilise the water which runs to wa3to in the sea, India woul4 bo raised to 
one of the most prosperous qountries in the world. Sir, the contribution^ 
Bs. 40 lakhs towards roads is another gratifying feature of the budget, w  
much has been spent on the Sukkur Barrage scheme but there are no roaid̂  
in »Sind worth the name and without roads no colonisation scheme can be made 
successful.

Sir, our pressing need at present is to find markets for our agricultural 
and other products and we should strain every nerve to revive the exp<»rt 
trade. The abolition of the export duty cn raw skins is therefore a welcome 
change. T h e  r e l ie f  u n d er th e  h ea d  of income-tax is another pleasing feature 
of the budget. I hope next^ear it will be possible to take oif the surcharge 
ajtogether.* Sir, India’s credit stands high in the market̂ s of the worlJi and the 
result is due to the efficient management and control exercised by the Govern- 
jnent of India in the Finance Department.

The HoNoiraABLK D iwah Bahadub Sie RAMUNNI MENOK (Madras : 
Nominated Non-Official) : Sir, I should like at the outset to express my 
^appreciation, if I may presume to do so, of the short, lucid and businesslike 
/Speech in which the Honourable the Finance Secretary explained the main 
features of the budget, and I should also like to congratulate the Honotirable 
TOe Finance Member who is present here on his good fortune in being able to 
present a surplus budget. Most people do not regard the budget as an 
.abstract problem in public finance, lliey are interested in the budget because 
they expect to find in it some expression, however abbreviated it may be, pf 
iihe policy of the Government in various spheres of national activity and also 
because they expect to find in it a meaa ire of the moral progress and economip 
prosperity of the people. It is to one or two aspects of the budget as tliua 
regarded that I propose to direct my remarks. I must, before proceeding 
^ y  further, express my disappointment that the Government have not found 
it possible to come to a decision on the rice question, which was discussed in the 
CJouncil a few days ago, and in the other House ahont two or thr^ weeks ago 
and which has b^n ejo^aging the attention of the Government for a gooji 
long time now. I hope, however, my disappointment which I am sure will 
be shared by others will soon be dispelled by the decision of the Government.

One of the very attractive features of the present budget, to which 
HbiiouraWe Members have already called attention, is the allotment of a croye 
of i^pees tb provinoes for mral devrfopment. I welcome thia measui« for 
t#d reasbfw. On its n^rits, ruifal dev^opmeiit ia so absolute^ eaisential to 
î136nAl «hat tke Mpendiitire t>f public ftinda on it will be readi^
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welcomed by «U people. 1 welooioe the measure for another reason, namely, 
that it is an indication that, in matters of national importance, the Qovemment 
of ndia will not take a narrow view of their responsibilities but will be prepared 
to come to the assistance of provincial Governments even in a sphere of activity 
which is primarily a provincial concern, I hope that this occasional practice 
of giving assistance to provincial Governments will soon be converted into a 
regular policy of the Government of India and that the policy will be extended 
to all spheres of national activity.

There is a small item of expenditure of Rs. 26,000 hidden somewhere in 
the budget under Education. I bring this to the special notice of the Gduncal 
because I think this expenditure is for a sound and beneficial purpose. This 
expenditure is provided to meet the cost of the Central Advisory Board o f 
E^cation. The establishment, or, to be more accurate, the revival, of this 
Board is, I consider, one of the most beneficial measures that the Government 
have taken in the last year. The Advisory Board has long been over due, 
and I am very glad that it has arrived at last. The whole system of education 
in this country required thorough overhauling in all its stages. I am sure 
that, in this critical juncture in educational development in this country, th^ 
opinion, advice and gmdanoe which the Central Bcmrd will be able to give to  
the provincial educational authorities and the co-ordination of policy and 
effort which it will be able to bring about should bo of the greatest possible 
f dvantage. I am very glad, therefore, that the Honourable the Leader of the 
House— ŵhom we miss here today— ĥas been able to add this to his many other 
achierementa as head of his department. '

I should now like to put forward a point which I think deserves consi­
deration, and if the Government find in it anything with which" they a »  
inclined to agree, I hope they will bear it in mind when framing their schemes 
of taxation and expenditure for the future. It has been observed that the 
existing distribution of responsibilities and resources between the central 
and provincial Governments is not satisfactory. The provincial Governments 
are charged with Education and other national activities which entail an 
unlimited expenditure, but are assigned sources of income which are incapable 
of expansion. On the other hand, the central Government have responsibilities 
of a comparatively restricted kind and at the same time enjoy growing sources 
of revenue. It is quite obvious that under this arrangement, if the provincial 
Governments are to discharge their responsibilities adequately, they will have 
to depend upon considerable financial assistance from the central Government. 
The force of this contention seems to be reco nised by the authorities, because 
I find that in the new Constitution Bill a provision has been introduced by 
which, under certain conditions, proportions of income-tax and salt-tax will 
be distributed to the provincial Governments. One does not know when this 
statutory provision will be brought into operation, but pending its being 
brought into operation, I venture to think that the central Government should 
accept the principle and act upon it and distribute any available sui^uses to 
provincial Governments towards the financing of national schemes, llie need 
for assisting provincial Governments is particularly urgent in the matter of 
Education.

One of the most pressing needs of the day—I should regard it as the most 
pressing need— îs the extension of elementary education. In the modem 
State the provision of education for its citizens is coming to be i^cognised as 
one of the primary duties of the State. In fairness I must say that in India 

cihe State has accepted this leiqKmsibility  ̂ Bat unfortunately  ̂the provincial
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Oovernments upon whom the charge for education rests, have not been aUe to 
embark upon any comprehensiTe scheme pf eduoation owing to financial 
difficulties. Whatever schemes they were able to inaugurate have had to be 
curtailed owing to the financial depression, and the inevitable result is that 
the rate of progress has been very materially retarded. The Report on 
Education in In£a for 1932-33, which has recently been published, will support 
my statement. I consider that the task of d ea l^  with the education of the 
masses cannot any longer be delayed. Every year of delay will merely 
increase the magnitude of the task a ^  will throw an increased burden on the 
future taxpayers. Money must somehow be found for a very ample measure 
of expansion of primary eduoation. In considering schemes of expenditure 
and taxation I think this fundamental fact should be borne in mind. After 
all, the many illiterate millions of this country have some claim on the revenues 
of the Government. Are they not entitled at least to the barest minimum of 
equipment necessary for their cultural growth ? I consider that their educa­
tional need is a national need and should have a first claim on the surpluses 
both of the central and the provincial Governments, and in dealing with 
surpluses which we hope will accrue to the central Government in the future,
I hope the Government will always consider this national need before they 
decide to utilise them in other ways.

I have referred to this particular aspect of the question because I consider 
that sufficient attention has not hitherto been paM to it. There are other 
features of the budget which invite comment, but I shall not refer to them. 
On the whole I th i^  thia year’s budget is extremely satisfactory and ahoukl 
commend itself to this Council.

T he  H onou rable  Mr . S. D. GLADSTONE (Bengal Chamber of Com­
merce) : Sir, I will refrain from adding yet another protest to those which
have already been ma^e by so many Honourable Members about the totally 
inadequate time which we have been given to consider the budget proposals. 
It is sufficient for me to say that I concur with what has been said on this subject 
this morning and that any views which I express now are of necessity only o f 
an entirely preliminary nature.

Sir, my first impression of the budget proposals as a whole is that they 
are sound to the degree of being too cautious. It ^ m s  to me that they are 
based upon unnecessarily conservative views of the future. I recognise that 
even if this is so, even if an unduly cautious view has been taken in some 
instances, as I believe it has, it may be claimed that there is no serious ground 
for complaint and that the benefit of this policy will accrue in the future. In 
this country. Sir, as in the United Kingdom, we have been brought up to appre­
ciate to the full the inestimable benefits of sound finance and sound oudgeiing, 
and the last thing any one of us can want is a departure from this policy 
even to a small degree. As I have said, however, I think the Honourable 
Finance Member has exercised undue caution in framing some o f his estimates 
and as a result there will be legitimate disappointment felt by the taxpayers. 
The tale which was so ably and so concisely unfolded to us in such dear 
language by the Honourable Mr. Tallents in this House on Thursday afternoon 
reflects the undoubtedly improved position of most branches of commerce and 
industry in this country and there is, in my opinion, every reason to believe 
that, given freedom from political and other disturbances, this process o f 
improvement wUl continue, resulting in increased revenues to the Government 
of India and to provinces, and in the opening up of the way, not only to reduced 
•taxation, but to a more bold policy o f ex:penditure upon schemes of a
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fMr. S. D. 01a;d>itH!>ne.) ’
^proSnctiv© it tos biwn dtirlb^
the years of and shrttiki^  ̂ ■

^ati?^haVel(^t brtiiitd W5 the wof^p&rt of tHet!iprtas!ohh^  ̂ bfeen cteafly 
indicated by trade fttid traffic retnmfi fW many ijaoiAhs p®dt and Îso in i  
number of oilier wajf ,̂ and that eonditionft are really subdia^Uly bfetter than 
they were is conclusively proTed by tlŵ  ‘which have now been liaid before
ufl. It must be a matter of great satisfkdtibii to th  ̂ Honourable FinariSb 
Member to find that he inherits—along mth some liabilltieR, no doubt,— 
eurplus‘3=? over estimates of no mean extent from the years 1933-34 and 
1934-35 which places him in the hnppy poshidn (if being able to make distri- 
butionfi at once to the extent of Rs. 389 lakhit: Wfth hi$ proposals as to ho# 
this amount may best 1  ̂ disposed of, I think can have no quarrel and I 
would specially applaud the proposed gift of Rs. 1 crore to the provinces to be 
spent upon schemes for the economic develdpment nnd improvement of 
mral areas. This is a most tlioroUgWy deserving object and the money so 
spent—and I have no doubt it will be expended with the greatest care and 
under the stricter control—will certainly prove to be a sound investment. 
The same m?.y be said to apply to the Rs. 65 Imhs 'wrhich are to go to Roads.

As regards the grant to Broadcasting, I feel inclined to support this 6h 
this occasion as the scope for broadcasting in this oountry 
is very great and it ca» itiodoBfaiedly tfe very grea4 good. 

Moreover without some assi^ance development, is bound to be slow. But 
as far as possible and as soon as possible this depaiimmi ^ould be able t6 
stand upon it̂ i own legs. I would not like to think that it is to bocome^a de­
partment which is to require i^ermanent assistance from Government revenues. 
I  think even now the financial position of Broadcasting would be appreciably 
better if the licensing rules were to be more rigidly applied.

With the principle of the proposal to pay for the trans&r of the Pusa 
Institute to Ddhi out of the surplus, also the cost of the Civil Aviation pro­
gramme 1 am in whole-hearted agreement, as it would <)learly have been 
unsound to charge the cost of these two schemes to capital but I am not so sure 
wheUxer it would not have been fairer to have spread thU expense over a short 
peric>d, say, of three years.

I now turn to what are described ais the main proposals for 1935-36 and 
if we admit the justice of the restoration of the ba ilee  of the pay cut, as I 
perar>nilly do, it seems to me that the Honourable Finance Member’s proposalis 
regarding the disposal of the surplus of Rs. 142 lakhs are as fair as they could 
po^ îbly bo. But this opinion of mine is based on a surplus of Rs. 142 lakhs 
and my contention is that Sir James Grigg might Justifiably have produced a 
better siz^d rabbit out of his hat, might reasonably and without departing in 
any way from the principles of sound finance and sound budgeting, have shown 
a surplus sufficient to reduce the surcharges on income-tax and super-tax Ijy 
oni-hilf irnt3id of oi5-third. Surely cDnditions today are immeasurably 
better than they were when the first half of the pay cut was restored. So why 

mu3t thf> unfortunate taxpayer be content with a rather miserable one-third
Still W0 must be thankful for whatever we may get, that I cleariy recogidse 

and if W3 mait be content with a one-third reduction for the present we will 
only be so under protest and in the sure expectation that the remaining two- 
thirds of those surcharges will come off at the close of the current year. That 
the sm»ll income-t*axpayer should share in any relief going, Is, I consider, 
equitable and I consequently support the decision that thoto p«0™8 
iticomes between Rs. 1 fiW  and Rs* 2,000 shoM  share in th  ̂dfcĥ me.

Before closing, Sir, I must refer t t  two mal̂ feers partictilflff
hit<erest to Bengal. It was a great satisfaction to us from that part o f
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India that after 80 many years the justice of the jute-producing province’s 
claim to the proceeds of the jute export tax was recognised in principle ai d it is 
gratifying under this h f^  B ^ a l  is to reeeit^ 49ome Bs. 149 lakhs. I want 
to emphasise onde again» however, that Be^aVs ciaim is for the whole of thi8> 
t^x andiuU justice wi|l;not have bwi^^one^tU th  ̂whok of it is released.

Finally, a word about the aAiitioniil import duty on salt. Thi«̂  is clearly 
a duty imposed in order to assist the ptoducers of Aden and tfie burden of it falls 
upon the poorest ebsses in Ifengai. I therefore cordially welcc me the Honour­
able Finance Member’s statement in this eonnection and earnestly trust that 
both Houses will decide to remove this duty at once. I do not conBider that 
such action would involve any hari^ treatment of the vested interests which 
Itave pTOwn up because T think they were clearly warned at the time the addi­
tional duty was imposed that it was only temporary. There will certainly he 
much oontrofisrgy on this question and keen opposition from some quarters 
but it is tt̂  Wkbi^ed illat ive Bm will nŵ eive the sympathetic consi­
deration which it dearly d^rves.

The Honourable Mb. P. N. 8APRU (United Provinces Southern : 
Non-Muhammadan) : Sir, I desire in the first instance to congratulate the 
Honourable the Finance Secretary on the admirable lucidity and brevity 
of his statement. But, Sir, while it is possible to admire the brevity and 
lucidity of the bucket statement, it is not possible to enthuse over the budget 
which has been presented to us by the Honourable the Finance Secretary. 
Indeed the author of the budget, the Honourable Sir James Grigg, whom 
we are very glad to see just now here, has himself said that he is not satisfied 
with the bu^et and that thia budget will satisfy no one. Now, Sir, what 
are the main features of this budget ? Considering what we have been through, 
during this period of eeonomie depression, it is satisfactory to note that we 
have a surplus budget and that the revised estimates also show a surplus of 
about lis. 327 lakhs. But, Sir, how has this surpkis bem obtained ? This 
surplus has been obtained by keeping taxation at a very high level. Thia 
surplus has been obtained by not enforcing the provisions of the sinking fund 
prior to 1933-34. These are facts which we might remember in considering the 
question of the surplus. What are we going to do with this surplus ? The 
distribution of a surpkis is always a diffic^t task and it must be admitted that 
80 far as the provision for rural uplift is concerned, it has the support of thia 
aide of the House. Sir, I do, not know, however, whether this provision is in 
the nature of a political stunt or whether it is really intended for the benefit 
of the masses of India. The Government of India have suddenly realised 
that they have a duty towards the rural classes in this country. Mahatma 
Gandhi has roused the Hindu conscience on the question of untouchability ; 
he has also succeeded in rousing the conscience of the Government in the 
matter of rural uplift. But, Sir, whatever be the motive behind this move, 
the move itself is in the right direction and I do earnestly hope that in the 
actual spending of this money the Gk)vernment will take into confidence 
non-ofiicial Members of the Legislature. My suggestion would be to appoint 
wi advisory committee of both Houses of the Legislature to consider the 
ways in which this sum might be best utilised. I do not wish you to give any 
executive powers to this committee. It will act merely as an advisory com­
mittee and I say if you appoint an advisory committee you will strengthen your 
position so far as t̂ ie Legislature is concerned. Then, Sir, a sum of Rs. 20 
lakhs is going to be spent CMd broadcasting. We all know that broadcasting is; 
a very useful objeot^ but for whom are you gwig to broadcfist ? Are you, 
going to have some provision for firee bcoadcasting in rural areas or is this 
bi^ofldcasting going to be oaly for the rich and the wealthy, that is, those who
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iCfford bi<oa(iQaatuig iuatrunMnto ? If the latter ia going to be the case,;, 

1 do Got think that the money is ibeing well spent or well used..
fill*, there has been some relief so far as the surcharge on income-tax is 

concerned and also on incomes betnreen Rs. 1,000 and Rs. 2̂ 000. And, Sir, 
f»r this little reliaf we arc thankful to our trustees who are anxious to have 
their cuts restored. It is the heavy income-taxpayers who will benefit by 
this small reduction of the surcharge on incomes, and for this mercy they 
will have to thank their trustees who also will benefit by this reduction* So 
£syr as the poorer classes are concerned, that is to sav, those inoome-taxpayera 
with incomes of Rs. 1,000 to Rs. 2,000, their case is already hard and one would 
have thought that in decency and fairness Government would have waited 
fwr the restoration of the cut until such time as they were aWe to reduce 
substantially the burden on the poorw: sections of the community. But, Sir, 
the ooiintr}" exists for the services and not the services for the country and 
that is the plain truth of the matter. Therefore, it is no use our protesting 
against the salary cut. It was indeeil a surprise that there ever was a salary 
cut. It would have been a scandal if there never had been a salary cut and 
now the earliest opportunity has been taken for its restoration. Now, Sir̂  
we enter our protest. It might have been possible to support the restoration 
.erf the salary cut had it been confined to the ix>orer employees who get Rs. 100 
or Rs. 150, but for over-paid servants, well, Sir, who can say that he can support 
the restoration of the cut ?

Then, Sir, I come to some mc«^ fundamental problems. The fundamental 
fact about India, the tremendous fact about India, the terrible fact about 
India, is that it is a terribly poor country. We can have some idea of the 
poverty of the country when we remember that the gross central revenue of a 
vast sub-continent is only Rs. 121 crores and if we take into considwation cmly 
the not revenue it is about Rs. 77 crores because for the money that we get 
from railways—Rs. 32 or Rs. 33 crores—for that we act merely as a clearing 
house and the cost of collection has also to be deducted. Then out of this 
Rs. 77 crores, what is the amount we s|)end on the army ? We spend about 
Rs. 45 crores—Rs. 44*8 is, I believe, the actual figure shown in the budget. 
This is the visible amount we spend on tlie armv. So far as the invisible amount 
is concerned, it is difficult for me to calculate it, having regard to the short 
iiime which has been given to us to study ttie budget. Now, Sir, this means 
really that we are spending very nearly 60 per cent, of our net central revenues 
on the army, f  ’have no doubt that the army is being kept up in a state of per* 
feet efficiency. But, Sir, we have to cut our coat according to our doth. Sir, 
we are not responsible for the foreign policy which dictates military expendi­
ture. We are not responsible for the foreign commitments of Great Britain. 
We are not responsible for the imperial purposes which Great Britain has in 
keeping this army here. It is no use saying that Brituih troops are intended 
to be here only for the purpose of internal order and defence from external 
aggression. Sir, the present ratio was fixed in 1859 after the Peel Commission 
had reported on this question of the ratio. And what influenced the Peel 
Commission in fixing the ratio was the Mutiny complex. The British authori­
ties at that time were suffering from the Mutiny complex. You ought not 
to stick to t^at ratio now. You say you want to lead India to dominion 
^atus. Why do you not substitute for this policy of distrust a policy of trust ? 
Before the war, the British Army strength stood at 80,000. Now, the stren^^h 
.of the British garrison is about 60,000. Well, has this reduction of 20,000 led 
td greater disturbances ? Has it led to more Hindu^Muhammadan riots ! 
Sffts it led to more insecurity of life ? Well, if it has, then you are not paying
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A compliment to your rule of 50 or 60 years in this country. Therefore, iSir> 
there are two iJtemativea before you. Either you reduce the British poijaon 
of the army very yery substantially,—I want to emphasise these words very 
substantiallybecause a nominal roduotion will riot satisfy' us,—or if you 
are not prepared to reduce very substantially the British troops in India, at 
any rate bear the cost of these British troops yourself. Sir, we know that a 
^Capitation Tribunal was appointed to inquire into this matter. Two very 
eminent Indians, to whom I desire to pay a tribute-^ir Shah Suleiman and 
Sir Shadi Lai—wrote a minute of diwont. As a result of this Capitation 
Tribunal, what is the relief that the Indian exchequer has had? About 
Us. 1 crore and 50 lakhs will in future be contributed by the War Office to us 
iiowards army expenditure. You have by this plainly admitted that there is 
an imperial purpose behind this army, otherwise why are you ooitributing at 
all ? Is it out of generosity ? The real reason why you are contributing some­
thing towards the army expenditure—it follows as a matter of logic—is 
because you think that there is an imperial purpose behind the army in this 
country. The army provides training for yoiu* officers. The frontiers provide 
training for your officers and men. It is a sort of imperial depot for your troops. 
And you have got vast commercial interests in this country and you want to 
maintain this army for these interests. Well, what is the value of these 
interests ? How much ought you to contribute having regard to the interests 
that you have in this country ? Now, Sir, it is obviously difficult to go into 
the statistical material on this point in the very limited time which one can 
have in a discussion of this character. But I would just refer to a memo­
randum which was submitted at the first Round Table Conference by certain 
delegates to the Conference, the most prominent of whom was the late Sir 
Provash Chunder Mitter. In that memorandum they stated that the contri­
bution of England towards the cost of the army should be Rs. 27 crores, or 
one-half of the total expenditure on the army. Now they quoted with ap­
proval from Mr. Ramsay MacDonald, the Ramsay MacDonald of an earlier 
day who was a Socialist before he became the nominal head of a National 
Government. Well, Sir, they quoted from that memorandum and they also 
quoted from the observations of Sir Walter Layton which are embodied in the

• Simon Commi^on Report, and then they went on to emphasise that it would 
be a gesture of goodwill on the part o f England if she were to make a sub* 
«tantial contribution and they incUcated what in their opinion that substantial 
oontribution should be. They wanted Britain to make a substantial contri­
bution towards the cost of defence in this country. Now, I would ask Hifl 
Excellency, who has fought this question for India before the Capitation 
Tribunal, to take into consideration this memorandum of very moderate 
men and try and secure some relief for the people of this country. We want 
some relief. Sir. We want to develop the nation-building services in this 
country. We want to have ambitious programmes of social and eebnomio 
reconstruction.

We want to have comprehensive schemes of social and eoonomic reform . 
It is no use saying that other countries are spending very heavily on the army. 
Other countries are also spending very heavily on nation-building services. 
Other countries are much richer than we. There is no comparison between 
the national wealth of this country and the national wealth of Prance, of Italy 
or of even an Asiatic country like Japan. Therefore, Sir, when we say that you 
are responsible for our foreign poUcy, you are responsible for our military 
policy and you ought to have some concern for the poor cultivators in this 
country who want a better and higher standard oi living for themselves, 
are we then to be dismissed as merely itresponsible politicians who have not 
studied this question cirefully I Sir, I would like the Goveirnment to view 
this question from the point of view of humanity, from the point of view of the
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people who have to struggle to make both ends meet, because, believe me,·
there is much poverty in this country. I have had some experience of slum
work and I know what the lot of the poor in this country is.

I have been connected in my province with the movement for the uplift
of the depressed classes, the Harijan movement, and I know what is the terrible
condition in which these people live. I should have thought that with these
surpluses you would have done something for these depressed classes whom
you can use for your political purposes, but for whom you can find nothing
in the budget. You have got some centrally administered areas and I should
have thought that as a gesture of goodwill towards these depressed classes,
Government would have out of this surplus made some contribution towards
their amelioration. I may suggest that a sum of Rs. 5 or Rs. 10 lakhs at least
should out of this surplus be reserved for the improvement of the condition of
the depressed classes living in centrally administered areas. You would then
be giving a lead to the provincial Governments in regard to this mutter.

Then, there are certain other questions. There is the question of the fiscal
policy of India. What strikes one when reading the budget papers is that most
of our revenue is derived from indirect taxation. It is very difficult to find
out what the incidence of an indirect taxation is. But I would say this, that
the system of taxation is not equitable, and fair in so far as the poorer section
of the community is concerned. So far as the poorer section of our countrymen.
are concerned, they have to bear a heavier burden than they should having
regard to their actual financial condition. I am glad, Sir, that in some cases,
the Finance Member himself realises the injustice of the present system of
taxation. But, Sir, I do not know what he has in mind, whether he proposes
to modify this system by preferential or differential arrangements, arrange-
ments to which we on this side of the House have objection or in some other
way. I think these preferential and differential arrangements have contri-
buted not [I, little to the distress of both the commercial and poverty-stricken
classes in this country.

There were other points to which reference was made by my leader,
Mr. Hossain Imam. He referred, Sir, to the export of gold and the failure of the
Government to levy a duty on the export of gold. Other countries are trying
to build up their gold reserves. But you say that it is not necessary. for us to
have any duty on gold. Am I wrong in saying that a national Government
would in this matter have acted in a very different rnanner j:

Then, there is the burden of excise duties on matches and on sugar, and
ind~lstrialists are not satisfied with these excise duties. They say tlw.t these
excise duties are hampering industry. There is an industry in my province,
the glass industry. It is situated in the Aligarh district, A Tariff" Board
was appointed to consider the question of this industry. But no action has
yet been taken on that report of the Tariff Board, and the industry is struggling:
for existence.

I
i
l

I
I'
!

Sir, before I close my remarks, I would also like to refer' to the case of the
non-official universities in my province which are under' the charge of the.
Government of India. These universities are doing very useful work. I do.
not think we have had enough of university education. We want both ex-·
pansion and improvement of university education in this country. I know,.
Sir, the Benares Hindu University, and I know what magnificent work the
Engineering College of that University is doing for our province, and yet,.
while you are prepared to restore the salary cuts in the case of men who are;

J
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enjoying the Lee concessions even at. a time of depression, in the case of men,
who are getting very good salaries from our point of view, you cannot find
money to restore the cut in the case of these universities. That is not how a
National Government would act in regard to universities which owe their
existence to an Act of this Legislature and which are doing very good .workso
far as the education of all classes of the people are concerned.

This is all that I have got to say. But before I close, I would again em- .
phasise that there is need for a substantial reduction of military, expenditure
and that His Excellency should use his best offices with the Government in
England to get either a very substantial contrihution for us or be prepared to-
reduce very substantially the British troops in this. country. Sir, the burden
is intolerable and with this burden, I dread to think of what will happen when
the new constitution with the heavy expenditure it. will entail comes into force.

THE HONOURABLERA! BAHADURLALARAM SARAN DAS (Punjab:
Non-Muhammadan) : Sir, T congratulate t.he Honourable the Finance Member'
and the Honourable the Finance Secretary on their good fortune in presenting
to the Legislature their very first. budget and that. a surplus budget. I must
say that. on the whole this budget is disappointing. One of my friends, while
speaking from this side of the House, said that. in Bombay and Calcutta this
budget. has been well received. I will myself quote the opinion of a leading
Bombay gentleman which appeared in the Press this morning. That business-
man says:

" It. has had a de1)resing effect on the market, which today opened half an hour'
after the pub! cat-ion ef the bu 1get. Government. securi t.e . reg'stered a decline of 31.
per eert, slumping from R~. 96·10·0 to Rs. !H;·4·0 ".

Sir, I endorse the remarks which have fallen from the lips of my Honour-
able friends, Mr. Miller and Mr. Gladst.one, that this House is not given due
consideration. The budget was presented to this House at about 6 P.M. the
day before yesterday, and we are asked to take part. in the debate today.
Is this possible and are Government justified in thinking that Members can go
through that volume of literature in such a short time and come here prepared
to make right observa.tions ?

Sir, this budget is disappointing because practically it gives very Iittle-
relief in taxation, which stands today at a very high level and is unbearable,
The author of the budget. himself admits that it is disappointing, so I need not
dilate more on this subject. The army expenditure is again going up, This
year it. has gone up by practically Rs. 80 lakhs, Rs. 60 lakhs being directly
shown in the estimates and there being a saving of Rs. 20 lakhs in the purchase
of foodstuffs. So practically it comes to Rs, 80 lakhs, and if you add the loss
on strategic railways and other incidental expenses, it. will be swollen still
more. I beg to ask His Excellency to be so kind as to tell this House what.
are the factors since the war which have made the expenditure swell so high
and why has there not. been a reduction to the pre-war level? Is it. that. the
relations of our Government. with the neighbouring powers have become
strained? Sir, no country in the world keeps such a huge standing a.rmy
and I am of the opinion that the sooner the army is reduced the better.
I think the Retrenchment. Committee proposed a substantial reduction in army
expenditure which I am sorry to say has not. yet. been achieved. T will read a.
few lines from the report, from which it will appear that. His Excellency the.
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‘Oommaiider-in'Cbief gave us a warning that t^  annjr ezjpenditaî  is lik^ty 
to rise more amid moT«. He said :

Honourable Membere hare been w<Kme<l from time to <fime that the budget olJotf 
ment accepted by HiB Excellency the Commander-in-Chief during recent years should not 
be regard<^ as marking a new permanent level o f defence expenditure, beoaut:e to 8ome 
extent the very large reductions made have been achieved by measures o f a purely tem­
porary nature

Sir, I  would request His Excellency the Commander-in-Cbief to effect 
more savings in army expenditure. The chief factor which will materially 
reduce army expenditure is increased Indianisation in the services and 
reduction in the number of soldiers. From what His Excellency 
told this House the other day, it appears that during the next 14 years 
he saw no hope of Indianisation proceeding at a greater pace than t^ay. 
I  request him to move in the matter again and try to get the pace of 
Indianisation accelerated, and the system of army reserves and militia much 
developed and increa^d.

Sir, the Government of India has this year shown its solicitude for the 
poor. I thank Mrvliatma Gandhi for this, because I think he has been the real 
sponsor of this movement, and I hope that the amount provided for rural uplift

be spent in th6 right direction. Much is being said about rural upHft 
and the amelioration of conditions for the rural classes, but what do we find in 
practice 1 The present exchange ratio is not in the interest of the cultivator and 
that fact has now been proved and established. While the rupee value has 
appreciated the revenue, which was based on the old level of the rupee, has 
not been decreased. Exactly the same is the case with canal water and other 
oeflses. The chief trouble in India is tmemployment. Although many committees 
have sat in various provinces to solve this problem, nothing practical has yet 
been done, and in this rural iiplift campaign, if no impetus is given to the 
4evelo{nnent of small industries, the problem of unemployment will remain 
where it is. In this connection I would also say that a definite reconstruction 
programme should be set forth, so that the people may understand that thi» 
moBey will be rightly spent. From the information that has been placed 
before us here, I think it will be very difficult to impend all this money in the 
coming year, because the limitations on expenditure have been so defined that 
it would bo impossible to spend the whole of this money.

Sir, money is very cheap today and we have been greatly disappointed 
not to find the Honourable Finance Member trying to substantially convert 
the loans to a cheaper rate of interest. I the Honourable the Finance 
Member to kindly tell this House why there has been no substantial 
♦conversion of loans tbis year ? When money is so cheî p̂  the old loans bearing 
a high rate of interest should be replaced by 3 per cent, loans.

We expected that as a result of the inquiry which was going on through 
,a special officer appointed by the Government to go into the question of the 
‘future salaries of superior officers something would be done. The present 
salaries are too hijgh and we were promised that in the very near future a new 
scale of salaries for the superior services would be brought into operation. I 
'imderstand that on that point the Secretary of State has ruled that there should 
he no reduction in the scales of pay for superior officers ? I f I am wrong' 
in  this information I hope the Honourable the Finance Member niU put me*
right. ^

Then, Sir, I endorse the views expressed in r^ard tô  tfoht 6f gold
from India. Fmaajbe Member  ̂ havci from time to us that ttier

of gold is in the interest df the poor people, liive got it as a surplus'
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:and who sell it. I would with due deference inform the Honourable the Finance 
Jfember that this is distress gold. People in distress are selling it and every 
sale they make is a loss to them. Since the flight of gold began the price has 
been rising until now gold stands at a price which we never thought it could 
reach. The export of gold should be stopped.

Sir, I come next to income-tax and I must saj that Government now 
has adopted the habit of violating their pledges. Their sacred pledges are 
being thrown to the winds. When a sacred pledge is made, it is made seriously 
and it is made with the intention of fulfilling it. As far as the income-tax 
office at Lahore is concerned, matters are becoming scandalous; no secrecy 
ifl being kept whatsoever. We thought that thfe visit to Lahore of the Honour­
able Mr. Lloyd would put matters right, but nothing has been done so far and 
I can say from my personal experience that no account, no statement, can 
remain secret in that big hall where accounts are examined, where the assessees 
are examined and everybody overhears Others. The other day I myself 
appeared before an income-tax officer and whatever I said to him, which was 
supposed to bo in confident, was overheard by the people sitting around 
me, so much so that the Assistant Commissioner of Income-tax recogmsetd 
my voice. I told him that 1 had overheard what he dictated to his stono-typist 
and he told me that he also overheard me. 1 think in case Government 
want to stand by their pledge, this scandal should be immediately put right. 
In case an officer of the Income-tax Department has blundered in taking a long 
lease of an unsuitable building, that building should be sub-let even at a loss 
and the sacred pledge of the Government Aould be fulfilled.

T hk  H onourable thb  PRESIDENT : There is no question of pledge. 
There is a distinct section in the Act enjoining secrecy.

T h b  H onourajble R ai B a h a d u r  L ala  BAM 8ARAN DAS : Then my 
argument becomes stronger because as it is embodied in the statute, it is the 
sacred duty of the Government to carry out that obligation. Then, as my 
Honourable friend the Nawab of Hoti has observed, there are no legitimate 
allowances given to income-tax assessees as regards their carryi^ forward 
their losses from year to year and for the maintenance of their families and the 
education of their children, these concessions are overdue now.

Sir, we were all expecting that, as the Government is now taking a solid- 
i»u8 view for the poor, the postage rate for the postcard would be reduced to 
one pice. That is a communication which is meant for the poor and we find 
that no reduction whatsoever has been made in that direction. Telephones, 
particularly trunk telephones, are becoming quite popular in India, and parti- 
'oularly in my province where, perhaps, we have more telephone stations 
than any other province of India, and I would suggest for the sake of better 
income to Government there should be no extra fee for a personal calL It 
wiU increast* traffic and thereby it will increase the income of the department.

Then, Sir, I come to the Lee concessions. The time when the Lee con- 
H3essions were given are h o w  <5hanged. The prices of foodstuflFs and the cost 
of living has gone down and I see no reason why these Lee concessions should 
continue. It was said tha?t they now form part and j>aroel of the salary, but 
I i o  not think that that was ever intended when they were introduced. That 
is all, Sir, I have to say.

Thb H onourable  D i\<̂an  B aJiadttr O , NARAYANASWAMI CHETTY 
(Ma.drM : INoiti-Mufaammadaii): Sir, I would also like to join with my friends 
m  their remarks r^Atding time allowed to this House to consider
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tlie budget. I mnild ask you, Sir, to request }Ii« Jbt<jellenoy the Vio^roy te 
ieet tliat thi» Bouae also is treated io the same maimer as the other House 
treated so £Eir as the budget discussion is concerned. We were given on 
Thursday a very big bundle and sp ^ h  and were asked to be here fit 11 a ,m . 
on Satuj^y ready for the general discussion. I submit it is physically impos­
sible to go through these papers carefully if one wants to refer at least to pre­
vious speeches on the budget and to come prepared in this House.

Sir, I should like to congratulate the Hoxiourable the Finance Member 
for having been able to introduce even in his first year of ofiice such an opti- 
mistie budget with a surplus of Rs. 150 lakhs for tlw? 1935-36 and auotibiê  
Hon-recurrti^ s t ilu s  of Rs. 389 lakhs as a result of la»t jrwur’s and this yew^a 
^orkii^. This is no doubt due to the very carefhl balancii^ airf distributioit 
of the assets and liabilities of the Government. This must be of very gseat 
encouragement in future years when we all hope the finances will improve 
conside^bly and surplus budgets become a matter of course.

The burden of taxation has been reduced in the shape of reduction of sur* 
charges on income-tax and super-tax—though to a very small extent. Funds; 
have been allotted for promoting schemes for economic development in the 
Vinces, for the development of civil aviation and for the development of roadw. 
Proviskm has also been made for the construction of broadcasting stations in 
Madras and Delhi. The export duty on raw skiris has been abollkyed and 
from Madras feel particulariy happ^ over this abolition of export duty, sincê  
Madras is the only province, I think, which exports a large quantity o f raw 
akins to foreign countries. This budget must also satisfy the hard-worked 
officials of the Government, whose cuts in salaries have been restored, and also 
the general taxpayer, whose burdm of taxation has been reduced—though, 
only to a small extent. These are certainly features which every Finance  ̂
Member may foel proud of and that the new Finance Member has been in â  
position to do this at the very beginmng of his career, is a matter for congra*̂  
Vitiation.

At the same time I am constrained to make a few observations on epme 
of the points in the budget whjich require careful consideration and to make 
a few useful suggestions. Though an attempt has been made to stop the flow 
of silver from India, gold has been allowed its free flow outside. The items 
of taxation which fall heavily on poor people and other dumb masses have 
not been rednced. For example, excise duty on matches, sugar, kerosene and 
tobacco have not been reduced ; and the rate for postcards in which this House 
has beCTi for the last three or four years asking for a reduction still stands at 
the same level, though it was hoped every time that it would be reduced in the 
next budget from the time the rates were increased. I hope the Honourable 
the Finance Member will keep the interest of the masses at heart and do every­
thing to alleviate their economic distress. I would also suggest that the funds 
allotted for the economic development of rural areas should be utilised for 
the laying out of village roads, construction of drinking water supply wells 
and for providing adequate rural medical relief. In this coimection I would 
like to suggest that an advisory board like the one attached to the Imperial 
Council of Agricultural Research ought to be fonned by the Government o f 
IlKiia, so that they may be in direct contact with the Government of the prp- 
vinces so far as rural development is concerned. Sir, it may be said thati 
rural reconstruction is and will be a provincial item under the provincial 
Legtslature ; still I want the Government o f India to have ^ rt of control 
over the sp^K ling of this money b y  the prpyincejpt see that jF p ^ y  s u b « t^ ^
tildl good is done b y  the allotment made hjy t ie  of Th^^
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are important factors in 1ĥ  evety-^ay life of the a^eulturist and I hope the 
Sbnourable Member will bear these in mind when he distributes the amouiit 
of Rs. 100 lakhs for lural economic development, and if my suggestion about 
ap advisory board is giyew eiFect to, a lot of good work will be done.

In conclusion I would strohgly urge on the Government to completely 
i^ o v e  the surcharges on incoitt^-tax and i^uper-tax. Tfie^ surcharges were 
inipbsed under protest, in 1931, but as the then Finance Member assured us 
that they ^ere only emergency measures of a temporary niature, we accepted 
to being over-taxed. But now more than three years have elap^d and yet 
l^ese surcharges are in existence, though I must thank the Honourable th  ̂
Finance Member for having reduced it to one-third of what it was before. Blit 
this reduction is not etiough. We want these emergency taxes to be com- 
ifletely abplished, if not this year at least next vear and I am sure, if the Honour­
able Member wills it, he can abolish it just as he restored the cuts in the salariijs 
<jif Government servants.

Sir, before I copclude I  should like to say a word about an important matter 
eonceming the province of Madras. The other day this House carried a Reap* 
lution of mine to check the import of foreign rice and I was looking forward 
very much to tjie budget proposals to aee if anything was there but I am sorry 
to have to share the disappointment of my Honourable friend, Sir Ramunni 
Jlenon, regarding it. Sir, the matter has b^n under correspondence with the 
Madras Government since July, 1933, and, as the Finance Member said in 
the other House, they have come up five times to the Government of India 
who have not yet ooqae to any decision, though I understood from my Honour­
able friend, Mr. Stewart, the other day that as Government’s immediate atten­
tion has now been draî Ti to the fact, something may be done. I hope, Sir, 
tliat at least some measures will be adopted to alleviate the condition of the 
amcultural classes in my province so that they may be able, at least, to pay 
^vemment dues without any trouble cmd inconvenience. As I told the 
House the other day, Sir, they are not able to meet their annual kist for land 
<jac even to sell the land. Sir, these are the features I would specially stress. 
On the whole I agree with the conclusion of the Honourable the Finance 
Member, who very frankly admitted, that this budget will be found completely 
satisfactory by few people, but I hope. Sir, when we come next year to this 
fiouse the over-burdened taxpayer ^ 1  be given greater relief and the budget 
vrUl be received in a more gratifying spirit by a larger number of people. I 
once again congratulate the Finance Member on the very satisfactory budget 
he has present^ to us.

His E x c e l le n c y  th e  COMMANDER-in-CHIEF: Sir, some of the 
Soncurable Members opposite appear—I will not say to have manufactured 
a. grievance but they have put forward a grievance which is apparently based 
on the idea that the increase in the military budget has come upon them as 
a surprise. All I can say is that if it has done so they could never have listened 
to what I have said during the last two or three years. During those years 
we have never concealed for a moment the fact that the military budget of 
the last three or four years has been in effect a false budget. It has been a 
budget to meet an emergency and in addition we have only been able to im- 
plemicnt the figures we have put forward by the fact that commodity prices 
nave fallen to such an extent that we have sometimes made a saving from this 
<^use of as much as Rs. 60 or more lakhs a y ^ .  And I am î ow in the pedu- 
Kax position mysetf of b&ig, I hope  ̂a gopd ;oitizen but at the same time one of 
me lew citizens in tlxis country at aiŵ  riÛ  who desire a rjuse in opmmoditjr 
ĵ k̂ cbs. ProTbably everj’body else in this House and in this country desires a
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{His Exoellencj tbe Commander-ia-Chief,] 
rise except me, Beoause I know very well that i f  a rise ooonrs this year/tHi' 
bottom rather falls out of my own budget. ^

One Honourable Member said that India was fbrininate in the fact that 
her finances had been so sound that they can now borrow at 3 per ceiat. I 
would like to suggest that India is also fortunate in the fact that she is practi­
cally the only country in the world whose military budget has not gone up by 
anything from two to five times what it was before the war. On the contraxyr 
I have been able to make what I hope are very large permanent reductions as 
well as those I have made to meet the particular crisis. The savings I ma4e 
were not only produced to meat that crisis but they were a very genuine 
attempt on my part and my officers to make a permanent reduction in what I 
genuinely considered was the too great cost of the army in India. But a great 
many of those savings were made at a risk and we have now arrived at a state 
of affairs which I wSl explain, I hope, to the satisfaction of my Honourable 
friend Rai Bahadur Lala Ram Saran Das. There are more than three or four 
items in which we have run into dangerous ground. One is buildings. I 
have allowed the necessary repair of buildings to get into such a state that 
it is becoming absolutely uneconomic to allow them to go any further. I 
have, as it were, existed on my own fat. I have left my own resources— m̂y 
ordnance requirements for war, my ammunition and so on—in a state where 
it would be dangerous for me to let them go any further. And I would 
ask my Honourable friend Lala Ram Saran Das, and I Would ask the Honour­
able the Finance Member, which they would prefer—to allow a situation to 
arise such as arose just after the so-called Inchoape cuts ? There was an 
insistent demand at that time that enormous reductions should be made in 
the army. Lord Inehcape came out here and he made certain proposals and 
the result of those proposals was that the army authorities were forced to let 
tiieir stocks, their ammunition, their weapons, everything that was required 
fo(r war, go down to a state of great danger. And they had to come to the 
<5tevemment and ask for a large lump sum, a sum of Rs. 10 crores for re-equip­
ment. Wouki the Honourable lala Ram Saran Das and his friends opposite, 
and the Honourable the Finance Member, consider that it would be better 
finance for me to allow that to happen again, or to go to the Finance Member 
now with a well-thought-out yearly programme and ask him for a sum each 
year which will, I hope, suffice to put the things right which have been allowed 
to get into a dangerous condition ? To my mind there is only one answer 
to this question.

The full increase of the army budget this year is about Rs. 67 lakhs of which 
Bs. 58 lakhs are accounted for by the restoration of the cut in pay. The re­
mainder of the items are absolutely necessary ones as I have explained. The 
biggest of them is Rs. 25 lakhs for works and buildings which have got in many 
eases into a dangerous condition. The next largest item is Rs. 12J lakhs for 
renewal of stores of which I am rapidly running so short that I could not go 
to war. I have also had to propose a largish annual programme for the renewal 
of aircraft which we at present possess. That is not because the aircraft we 
at present possess are inefficient. They are very efficient. But aircraft suffer 
from the same disease from my point of view as battleships. They are obsolete 
almost before they touch the water. Invention is so rapid nowadays that I 
am told that unless I have a programme for the renewal o f my present aircrirft 
out here, our airmen might meet the enemy at a disadvantage, and 
that is unthinkable, I think you will aJl agiee. That is an item 
that comes to Rs. 12 lakhs this year and there >j*ill be an atmual 
Idmilar programme for the next e%ht y^ais. I can assure the House
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that I unU continue to do my best and I feel sure my -suooessor will do his best 
to keep the oost of the army as low as possible, but I am absolutely convinced 
md I stand here before you all and tell you once again that the army and air 
force in India and the navy are just sufficient in my opinion to carry out the- 
possible tasks that might be laid upon them and I would like to say that those 
tasks are not, as Mr, Sapru said, imperial tasks.

As he knows perfectly well, the Imperial Government have decided more 
than oiioe and the Indian Government also, and they have given me my orders, 

^  that I shall maintain the fighting forces in this country at
*’ *** sufficient strength for what is known as the minor danger. 

That is, the tribes and Afghanistan, and my task is to have the army ready 
to ward off the first brunt of anything bigger than that until such time ^  
we are reinforced from Empire sources. Having said that, Sir, I do not 
thinik I can put forward any further arguments to counter ^ose that have 
been put forward from the other side of the House, So far as I can see, 
they are all old ones, old bones dressed up in new jfrills, but nothing that 
we have not heard many times before.

I would like to conclude with a repetition of my statement that there is 
no possibility of reducing the army as things are at present. One Honoiur- 
able Member on the other side of the House actually suggested that because 
civil disobedience has been called off; the army could therefore be reduced in 
size. You might just as well say that when Mr. Gandhi’s activities ceased for 
the moment in 1922, we could then have redtieed the army largely. What 
have I had to meet during the last five years out here ? I have had to meet the 
rebellion in Burma which absorbed lii: battalions suddenly. I have had to put 
two brigades into Bengal. I have had to put nearly two divisions into the 
North-West Frontier to meet the Red Shiit menace. I have had to help in 
difficulties in two States. I have had* troops called out in aid of the civil power: 
over a hundred times in one year. Is there any one Member on the other side 
of the House who can say that all these things might not have occurred at the 
same time ? I can assure you that although only one or two of them occurred 
at the same time, my Chief of the General Staff, and I were more than onoo- 
hard put to it to find battalions to deal with them.

The HoNoriBABLE Raja GHAZANFAR AM  KHAN (West Punjab: 
Muhammadan): Sir, we have all listened with very great respect and atten­
tion to the speech on the army budget just concluded by His Excellency the 
Commander-in-Chief. I think every Member on this side will agree with me 
when I say that His Excellency’s utterances in this House are really marked 
for their straightforwardness, frankness and candidness. The other day, wh^ft 
we were discussing the question of the reduction of British troops, and incideup 
tally the question of Indianisation of the army, I think His Excellency loft no 
doubt in our minds where we stood. He clearly explained to us that our 
ideas of Indianisation were absolutely unacceptable frcm his point of view, 
and that wo should understand clearly that for some time to come at least, 
there was no chance of accelerating the pace of Indianisation. Today, Sir, 
equally important questions are being discussed in this House and His 
Excellency has made it clear to us that he does not see any possibility of 
reduction in the army budget in the near future. Ho has given some very 
convincing arguments in favour of that proposition. On the other hand, he 
has liimself mentioned the Inchcape Committee Report which laid down a 
certiiin amount to which the army budget must be reduced in due course------

. His E xobllbkoy thb COMMANBER-m-CHlEF : That, I think, wa» 
to a 50 crore budget.
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T ii  Ra:Ta GHAZANPAit ALI KllAN-— and U i^
^ c y  his tbade it cfear to us tLart it i« iiniSo^ble ewh W>

of Ml)stantiAl i^ticftidn in the near fUture. On the ot̂ ĥ r hind, 
thfeiij is ^very ehatioe o f the fttmy tiud^t being to thfe t^stoY^
Hilon of these t3mpora^ry <ynta in P»y» ©tt5., '^ettj ithj>okMl 4nfifi[g th^
last four or five years, which he (̂ iiils etrteii^n^y ô utd. I jiersonally ajn bn^ 
o f those peDpie who would aot like to oxjir^s any delmite opinion oo these 
lii^ ly  technical milititfy matters  ̂because, after all, it id only expefftn who r̂e 
ia  a position to know how much expenditure is required for keeping the army 
m its present efficient form. At the same time  ̂ I hope His Excellency the 
Oommaoider-in-Chief will agree w ith «»  that during the last 10 ye^rs at least, 
ttis has been the burning topic of the day. Alniost every section of the 
House, both in the Legislative Assembly and in the Council of State, has veiy 
•tpongly criticised the army budget. There are thje taxpayer^ and thei  ̂
representatives who, rightly or wrongly, believe that the army expenditure in 
this country is absolutely beyond thoar means and can be reduced cbnsidar- 
ably. On the other hand, there are the i r̂my officers and His Exeellenoy 
the Commander-in-Chief who certainly have better knowledge than these 
critics  ̂ who think that the army budget cannot pousibly be reduced, 
what do we find ? There is a continuous stru^le, continuous tug of war̂  
between theae two schools of thought. Is it not in tihe interests of the Goverp.- 

\nijBnt that some attempt should l?e to reconcile these points of v ie ^
jU it possible ? I am of opinion ttiat with a Uttle goodwill on the side of 
Oovemment, it is possible to achieve this object. I would appeal to ttis 
Excellency the Commander-in-Chief to see if he could take in^ confidenc^ 
«^me lea(iing Members of both Houses, whom he can ask to sit oh a sm^n 
committee and convince them of his case that it is impossible—that it is riot 
in the interests of the army that any further reduction should be made.

The Hqnoukable Libutenant-Colonel Nawab Sir MAHOMEt) 
4.KBAB KHAN; An Army Committee sat very recently. There was the 
Anny Retrenchment Committee under the chainnanship of Mr. Rangachariar. 

'Have you read their report ?

The Honoubable R aja QHAZANFAR ALI KH AN : I must confess 
that I am not aware what report that committee made and when that com­
mittee was appointed and what was the result. I can assure the Govern­
ment that the position which some Members take up will be different if theĵ  
are given responsibility. I have got personal experience. I think it was in 
1927 or 1928, when I was a Member of the Assembly, almost aU the leading 
politicians of the House used to say that the recruitment of British officers 
to the army should be ^ pped  immediately. When the Sandhurst Com­
mittee was fippointed, these very people subscribed to the proposition that by 
1950 the number of British officers should be reduced to 50 per cent. That is 
the difference which responsibility makes. Therefore, I personally would 
advise the Government that instead of insisting on this attitude that they 
cannot reduce the army budget, should take a few leading men into their 
confidence and try to convince them that it is impossible in the eircumstanees 
to reduce the budget. It will serve no useful purpose for somebody to get 
np on the floor of the House and to say, I am here to tell you that no reduction 
can be made In this House and in the other llouse there will b6 a large 
number of Members who will get up and say, “ Wo are here to tell yoti that 
the ^rmy budget must be reduced’ ’ . Inst^d of creating bad blood, it will 
lile much better if there is goodwiil on both sides «irid if we both Appif^ îate 
 ̂each other’s difficulticjs.
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But, Sir, the reason for my taking part in thie debate was not really to 
teke up the time of the H oubo in a long discussion of the army budget. As 
«  matter of fact, I had no mind to speak on this question, because I agree with 
«ly  Honourable friend Sir Phiroze ^ h n a  that the value of tlie bud^t should 
be judged from the opinions expressed by groat businessmen and commercial 
magnates and not laymen like myself coming from a comer of the Punjab. 
®ut thd reason why I niade up my mind to sp^k was that I shall be failing in 
my duty to my constituency if I did not express my sinoerest gratitude tb 
the Government for providing Rs, 1 crore for uplift work in rural areas. It 
Is not that the amoimt is so substantial or that I feel that the requirements of 
the rural people are so small that the amount of Rs. 1 crore would be enough, 
but it is Decause, even  though it m4y be after a very, very long delay, the 
Ck)vemment do realise that they owe a duty to the villagers and to the rural 
w^as in this couritry, jand I am yery^lad that they have provided this small 
amoujnt. I do not know whether this aniouut is recurring or non-recurring. If it 
is non-recurri^ then I must submit tlwt the Honourable the Finance Member 
must make up his mind  ̂ at least as long as he is in charge of his office and as 
long as he is lucky enough to give us surplus budgets, to see that this item  
becomes a recurring charge. Th  ̂ condition of the agriculturists has been 
most deplorable during tlie last seven or eight years, and I think every Member 
of this House will agree with me when I say that the Government have hope­
lessly failed to appreciate the difficulties and trouble of th,e rural people and in 
ikppfying remeclies. The other day a Member of the Assembly was enumeratiiig 
the great things Which the Government have done for tlie people in the villages. 
I come from a viflage and I can assure you that that reminded me of a story 
o f a newspa^ reader who read in a paper that there had been heavy rain in 
his town. He had only read that there had been rain, but in fact there had 
been  no rain. Similarly when we read these debates and hear these speeches, 
we feel that there must be perfect sanitary arrangements in the villages, that 
id m ost everybody must be well ed u cated  and well fed and that they are leading 
a very happy life. But those who live in the villages only know what little 
attention is paid to their needs. A sum of Rs. 40 lakhs has been provided for 
Toad development. That is another item upon which I congratulate the 
Finance Member, but our experience has been that the sole attention of the 
Road Development Committee is directed to the construction of those roads 
which really concern the big towns. They have never paid any attention 
to the construotion of roads in the rural areas.

Secondly, I would submit that this amount of Rs. I crore will not be 
enough to remove the difficulties and hardships under which these people in 
rural areas are working. There are two things which the Government must 
do if they want peace in the country, and if they want the rural people to 
appreciate the fact that the Government has their welfare at heart. First 
of all, the rural areas must besaredfrom the clutches of the money-lenders. 
Certain steps in this direction have been undertaken by local Governments, 
particularly the Punjab Government. But those steps are very half-hearted 
and hesitating. I was surprised that, in spite of a Bill having been passed by 
a local Council, His Excellency the Governor was reluctant to give his assent 
to the Bill. So the first thing the Government must do is to save these people 
from ^ e  clutches of the money-lenders, and, more than that, to set up certaiQ 
oi^ani ations through which they can borrow money from banks at a low 
rate of interest.

The Hoitofeablb Rax Bahaddb La u . BAM SARAN DAS : Has the 
^OovermiiMit found a flubatatute for that Bill t
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Thb H o n o u r a b l e  R a j a  GHAZANFAR ALI K|IAN : That is what J am 
r^fe^ring to. Government must provide some organisation through whick 
aemindara can get money from a bank at a cbea,per rate of interest. Co­
operative banks there are at preaen% but their financial condition is not «a 
good that they can meet the needs of the zemindars,

T h b  H o n o u b a b l b  R a i B a h a d u r  L at«a RAM SARAN DAS : Do you 
want land mortgage banks ?

T h b  H o n o u r a b l e  R a j a  GHAZANPAR A l l  KHAN : If I had unlimited 
time at my disposal I would love to answer all the questions put by the Leader 
of the Opposition, but as I have other points to make I do not like to answer 
Ihese interruptions

The second thing is corruption. There is no doubt that corruption is 
rampant throughout India, and particularly in the rurat areas. I will not be 
exaggerating when I say that at least half the income of the poor zemindar 
goes in giving bribes. Therefore the Government must take some measurea 
to stop it. I know that it is public opinion which can really stop this evil 
but the Government have their own responsibility im thê  matter and I am sure 
they can and will do something.

Then, Sir, as eveiybody has talked about the benefit which his own 
province has derived or hopes to derive from this budget, I would make a 
submission in regard to the Khewra salt mines which yield an income of more 
than Rs. 60 laUs to Government every year. Now, while the Government 
derive this benefit of about Rs. 50 lakhs of net saving from these mines, thej 
lure absolutely blind to the great damage which those mines have done to the 
culturable lands of the people in the neighbourhood. Sir, I come from a nearby 
town myself which once had a population of 35,000 which has now been reduced 
to 7,000, entirely on account of these salt mines. There is no drinking water 
anywhere. The poor villagers have to bring water for drinking purposes 
sometimes fit>m a distance of 10 miles, all on account of the salt mines. The 
Government of India have been quick to reap the benefit of that salt, but 
they have not done anything to help the poor agriculturists who suffer through 
the mines. But I will raise this question on a separate Resolution and I n e^  
not detain the House on this point now.

Before I conclude there is one more point upon which I must congratulate 
the Finance Member, and that is in regard to the restoration of the 5 per cent, 
cut. I am very glad. Sir, that the Government have restored this 6 per cent, 
cut, because I personally am of opinion that if you keep your servants dis­
contented, if they feel that you are being harsh to them, you cannot expect 
to get efficient work. Our first duty should be to see that those who are in 
service are content. '

T h e  H o n o u r a b l e  LiEUTENANT-Corx>NEL N a w a b  Sm MAHOMED 
AKBAR KHAN : And w hat a b ou t th e su b jects  ?

T h e  H o n o u r a b l e  R a j a  GHAZANFAR A l l  KHAN : I say that is 
my opinion. The other is a separate matter. Tte services must be mad# 
content. And particularly when they are employed on certain terms, if ja 
reduction is made in their salary again^ their will, it is the moral duty of the 
Government to restore that cut as soon as they possibly can.

T h e  H o n o u r a b l e  R a i B a h a b u r  L a l a  RAM SARAN DAS : Will that 
moral duty apply in other directions as well t In reggad to surcharges ?
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T h e  Honoubajblb B a ja  GHAZANFAR ALI KHAN : I can-tfeU you 
t ^ t  1 hav  ̂ v^y litjble sympathy m tk wbo suffer fiw i the Burchargea. 
You (^ y  about tiiem when you oon̂ p tp Uâ is House, n^en the big business-
ipen who xotiiag in wealth Ulk abwt auro)wges. But they do not talk
muoh of the poor zemindar whom I  am iere to represent. Evbh a vemindjfr 
whose inpome f!com lar̂ cl is pnly Rs< SOJhas to pay a tax. But tiie people who 
complain of the surcharge are those whose income is so high that they ̂ can well 
spare a portion for the revenues of Government. Therefore the Honourable 
the Leader of the Opposition may have sympathy with the demand for remov­
ing surcharges but I have none.

T h e  H o n o x tb a b lb  L ie u t e n a n t - C o lo n b l  N a w a b  Seb MAH0MEI> 
AKBAR KHAN : Have you got any sympathy in regard to super-tajf ?

T h e  H okottbable R a j a  GHAZANFAR A l l  KHAN : My Honourabte 
Mend waijits to create sympathy with ; the payers of super-tax in the minds of 
people who are not concerned. I am not concerned. My constituency 
not concerned. What I am concerned with is the condition of the rural people  ̂
That was the only reason why I took part in this debate, f\c., to express my 
CTatitude to the Government for taking a step in the right direction, and I 
hope that with the passing of time 14iey will increase the allocation they have 
made.

T h e  H o n o u r a b l e  M r . J . B. GLASS (Burma Chamber of Commerce)
I have to add my protest in regard to the short time allowed tg us in which 

to assimilate and digest some 17 books and/or pamphlets containing iafor- 
mation and statistics in connection with the budget. How can the Govern- 
znent expect this House to give a reasoned and intelligent criticism under 
such circumstances ? How oan 1 personally get the assistance of and the 
OQXisidered views of my constituency in Burma to put before you. It is clearly 
ioipossible.

In regard to the presentation of the budget I have to join in congratulat­
ing the Honourable Mr. Tallents on the clear and concise manner in which he 
has painted the picture for us and to the Honourable the Finance Member 
for presenting us with a budget in which no new taxation figures.

I regret that under the present circumstances it is impossible for me to 
do other than skim over the salient points which primarily have appealed 
tome.

It is satisfactory to note the unexpectedly large surpluses which have 
been obtained but I, on behalf of my Chcmber, cannot but express disappoint­
ment that relief to commercc from the removal of the surcharges on income- 
tex has only extended to a third whereas the cuts in pay have been restored 
in full. Tliis latter aspect is in effect a further tax on the. provinces aa the 
central Government by restoring the cuts which have also to be borne pro­
vincially, actually adds to its revenue receipts by Rs. 16 lakhs of income-tax.

Ill the case of my province the extra exp«iditure involved by the restora­
tion is Rs. 15 J lakhs and we are now budgeting for further economies amount­
ing to Rs. 67 lakhs, despite an estimated deficit for the coming year of Rs. 93 
lakhs, which will have k> be borrowed from the Government of India and the 
total of our debt on the 31st March, 1936 will then be, if estimates are com^ct, 
Rs. 863 lakhs.

I do not cavil at the Finance Member including as a quasi surchai^e 
the tax on incomes from Rs. 1,000 to Rs. 2,000 in his proposals for a reduction
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[Mk. J«B.Qlaa8.] >
o f  saoli taxation by one-third ? But it may ipmre an awkward precedent if 
Oovemment do not favonr propei^  that income-tax on sneh incomes should 
be abolished altogetiier. I myself consider the incidence of both direct and 
indirect taxation should be levied in as widespread a manner as possible. 
It is interesting to note the progress made by the income-tax authorities in the 
oolfeotkm o f t ^  tax :

Rfl.
1031.32 . ..............................................................................  17,34,926
1932-33 .........................................................................................  69,78,048
1933-34 .........................................................................................  82,61,097

whicli must disprove any theories held that cost of collection connterbalanced 
receipts.

The bu^et may, as the Finance Member has said, satisfy few people 
but I trust it represents a definite turn of the tide and that next year it will 
be found possible to abolish the remaining surcharge on income-tax and cus­
toms and afford further relief to small incomes despite the advent of pro­
vincial autonomy.

I congratulate Bengal, Bihar and Orissa and Assam on the recoye^ 
of the full half share of the export tax on jute, but still maintain as emphali- 
<;ally as I did last year that Burma should in equity and justice, have been simi­
larly treated in regard to the rice export tax as she contributes 90 per cent, of 
the amount collected which has represented roughly a crore of rupees annually. 
to central revenues.

It is perhaps idle to expect a gesture from the Government of India to' 
Burma in the budget on the approach of a parting of the ways but I do trust 
that the Government of Burma when stressing our relative Imatment, while 
the discussion on the financial settlement between India and Burma is in 
progress, will meet with a sympathetic reception.

We welcome the removal of the export duty on skins as we did that of. 
the duty on hides last year, measures my Chamber have long pressed for. 
In regard to the reduction of the tax on silver I take it there will be a corres­
pond!^ reduction in excise.

Before I sit down I would say that the members of the Progressive Party 
should appreciate the manner in which soma of their criticism of last year 
has apparently been met by Government. Grants are to be made to pro­
vinces totalling a crore, for schemes in rural areas for economic development 
-and improvement, also Rs. 93 lakhs are to be provided for the civil aviation 
programme.

My Honourable friend from Bombay who has worked so hard on the 
Road Board has expressed satisfaction with the special contribution made to 
the Road Development Fund Reserve and I gladly note the special consi­
deration to be given to Assam. I only hope that my province, which has been 
generally starv^ in regard to development and is no less financially embarrass­
ed will also not be forgotten.

In conclusion I can but hope, as I feel that, the budget is bcksed on con­
servatism and that the figures at the end of the year will enable the Honourable 
Finance Member to give freer range to hit imaginatioa in spite of ai^)arent 
ifear of the consequences.
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T h e  H o n o u b a b l e  t h e  PRESIDENT : As I wish to give all Honourable 
Members an opportunity of addreasing the Houae, I will adjouru the Ck)unoil 
for twenty minutes.

The Council then adjourned for Tea till a Quarter to Five of the Clock.

; ajBNBRAL j>iscussioN o r  tMe oenbral budget fob 1935-36. 448

The Council re-assembled after Tea at a Quarter to Five of the Clock, the 
Honourable the Chairman (the Honourable Mr. E. Miller) in the Chair.

T h e  H onoxjbable  t h e  CHAIRMAN : The debate will now be resumed*

T h e  H onotjbable  R a i  B a h a d u b  L a l a  JAGDISH PRASAD (United 
Provinces Northern : Non-Muhammadan) : Sir, if I begin by congratulating 
the Finance Dep^ment in the customary manner on this occasion, it is not 
because ;1^d|^t has been presented to us has aroused any great interest 
or enthusiasm but because of the candid admission made by the Honourable 
the Finance Member towards the close of his speech in another place that this 
budget would completely satisfy very few people and that it certainly did not 
satisfy him. It must at the same time be admitted to the credit of the Honour­
able Sir James Qrigg and the Finance Secretary that the former’s speech in 
the lower House and the latter’s in this House while presenling the bu^et the 
other day were remarkable for their brevity and are on the whole businesslike 
statements.

The only relieving features of the budget are the proposed ex|Mndituie 
of a sum of Bs. 1 crore on schemes for the economic development and improve­
ment of rural areas, and the reduction of surcharge on income-tax and super­
tax and the income*-tax on incomes between Rs. 1,000 and Rs. 2,000 by one- 
third. These proposals are welcome so &r as they go, but nobody can ques- 
tidn that they do not go far enough. The only people who can be said to have 
obtained any relief are the Government servants whose salary cut has been 
restored on the one hand and who will have on the other hand the advanti^e 
of having to pay less income-tax in future. But the budget proposals provide 
no consolation to the impoverished taxpayer who feds ground down under 
the cnishing burden of heavy taxes. He is not provid^ any relief, nor a. 
hope of early relief. It was high time that the Government had realised that 
the present level of expenditure was too high and t^e burden it involved on 
the people had verily become unbearable. If the Finance Member were ta 
^ace the history of most of the taxes he would discover that they were levied 
under the pressure of emergency and in every case a promise was held forth 
that they would be abolished as soon as the emergency was ov^. But a state 
of emergency has been fast assuming the shape of normality, and what was 
at one stage abnormal expenditure, has become, so to say, the irreducible 
minimum for running the State. Sir, in view of the fact that His Excellency 
the Commander-m-Chief has already replied to the criticism on military ex­
penditure, I will refrain from dilating on that subject. In this connectionr 
I will only say that it is our misfortune that I and my Mends on this side of 
the House are not able to see eye to eye with him as regards the military policy 
of the Government of India. I will content myself with saying that no sub-̂  
stantial relief to the taxpayer can be achieved unless the defence expenditure 
isrejiuced.

«'Now, with regard to the fractional relief proposed for the income-tax* 
payer, I need hardly remind the Honourable the Finance Member that the 
surcharge and the tax tm incomes between Rs. 1,000 and Rs. 2,000 were emer­
gency meastireis for a temporary period and that even the enhtoced scaile 
was never expected to be permanent. The beginning, therefore, that has beeu
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made in redooing th  ̂ surcharge xsn income-tax and super-tax should k&Te 
been more substantial. Or, at least persons with incomes of Rs. 1,000 to 
Bb. 2,000 should have been given compllete relief in the matter of inooine-tax 
by sparing the small sum of Rs. 75 lakhs out of the Rs. 6 crores available to 
the Finance Member for giving i-eliefs. This amount could easily have been 
fbuhd if the civil aviation programme for which Rs. 93 lakhs have been prof 
vided had been charged to capital account.

Then, Sir, it has been more than once urged on the attention of Govern­
ment that the Income-tax law should be so amended as to allow the assessees 
to carry forward their buainew losses for a periixi of three years to be set off 
against the business profits of the basic year of assessment. But tb^ 
Government have so far turned a deaf year to this demand of the ill* 
<30me-tax paying public. This is a very fair proposition and it is quite justified 
6n the antUogy of the practice prevailing in other countries. ,

Sir, I am surprised to find that my esteemed friend the Honourable Mt. 
Basu whom 1 do not find in his seat at this moment, has suggested the intro* 
duction of death duties in this country. I only hope. Sir, that my learned 
friend was not quite serious in putting forward this suggestion. At any rate, 
iny friend can take it from me that his suggestion will not find much support 
in the country, but will on the other hand meet with vehement opposition» 
AB Iiidia is not England and an3rthing and everything that exists there oannpt 
suit conditions here. I hope that the Government will not give my friend's 
Aiggestion their serious consideration.

As regards postal rates, Sir, there is a country-wide demand for theiî  
reducticm, but I suggest that at least the half tola unit of weight for one anrti 
letters should be increfiUted to one tola as soon as possible.

Coming to the question o f gold exports, we find that Sir James Grigg 
kasfeeraiaipainsin paragraph 23 of his sp ^ h  to defend the {>olicy of Gror- 
emment in allowii^ over 100 crores worth of gold to leave the shores of 
india. The gold exports might have succeeded in sustaining the artificial 
exchange ratio of the Government of India as claimed by tjie finance Member, 
but no true student of Indian economics can view the with equanimity.
The Finance Member says that he sees no sufficient êaildh for placing gold 
teporte in a different category from exporte df isay othOT commodity of which 
I n ^  has a surplus. But how is it, I a^ , countries which have an;̂
florphis of gold, instead of expoiting it, are mining an altogether different UM 
of it by conserving it for their d i^  stwiiity and for encouraging trade ? If̂  
therefore, such a large amount of gold has left the (Shores of India, I maintain 
that the flow of the precious metal has only made the country poorer and i  
national government would not have follow^ such a ruinous policy.

One word more. Sir, and I have done. It is a pity that itt spite of the fact 
that the report of the Tariff Board on the Glass Industry was received by the 
Government as for back as 1932, the Government have not completed theii| 
examination of it and come to a decision as regards affording protection to thA 
sheet glass industry in India, a fact to which a reference was made by rhf 
Honourable friend Mr. Sapru. It is well known that imports of window pailes 
and plate glass in India froin Japan has increased by more than 500 per cent, 
dnring the last four years and because of Japanese compcitrtion, two out of 
three glass factories have, 1 understand, been closed and the only one, ali 
3ahjoi, which is in my constituency, remains and that one too is in a precious 
condition. I hope that the Government of India will see their way early to 
ei t̂^nd adequate protection to the sheet glass industry in India in ord&t to 
•ave it from extinction. Then, Sir, t would suggest the abolition of the import 
4uty on raw films in the interests of our cinematographic industry*
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Lastly, I join in the complaint which has been given expression to by 
myeral Honourable Members that this year the Govermnent have thought 
it fit to allow only one day’s interval between the presentation of the budget 
and its general discussion in this House  ̂viz., that of yesterday. Surely, whilfe 
the non-official Members of the Assembly have been allowed no less ttian four 
days to study the budget, it is too much to expect the Members of this House 
to be able to go through the bulky volumes of the budget in one single day and 
to do full justice to the subject during this shortest space of time. I hope 
the Government will be good enough to bear in mind our difficulty in this 
matter and wUl give us sufficient time for the study of the budget in future 
:years.

The HoNOtTRABLB Mr. P. C. D. CHARI (Burma: General) : Sir, I 
appreciate the kindness and consideration ot the Chair in sitting late hours 
to enable some of us to expn^s our views, but at the same time, I assure you, 
Sir, that I shall not abuse this indulgence by holding forth long, as I would 
have done at an earlier stage. I shall not at any rate inflict a long speech 
on a thin Housp.

The Honourable the Finance Secretary in this place and the Honourable 
the Finance Member in the other place have given us an exceptionally lucid 
picture of the real financial position at the present time. But I cannot refrain 
from remarking that the budget is an over-cautious budget, principally because 
the Finance Member is presenting his budget for the first time. The budget 
has got the same features which are to be found in the nsual budgets of the 
antral Gk)vernment and provincial Governments. It lacks a nation^ financial 
policy, and there is also a lack of a scientifically considered system of taxation. 
In other words, every year, we have got a sort of exigency budget, without 
4fcny considered system of national policy and national taxation. I tope that 
4;he Finance Member will rectify these defects and I am fortified in this hope 
by his statement in paragraph 39 of his speech. Discontent is a sign of 
progress. He clearly states that he is not satisfied with the budget. He does 
not therefore expect other people to be satisfied with the budget. The closing 
remarks of the Honourable the Finance Member olearly indicate that he would, 
-on a farther study of the financial conditions of India, really introduce a more 
scientific system of financial policy and taxation. With these remarks. Sir, 
I will refer to a few outstanding features of this budget.

I endorse the view expressed by several Honourable Members 
as to the indications that we have definitely 
turned the corner. The Finance Member has not he&a 

.able to take his courage in both hands and go forward with a bold 
policy of red\)cing taxation. He would have done well to see how far he could 
nave gone in the matter of reducing at least emergency taxation. I am afraid 
he was handicapped in this respect by the previous pledges in the matter of 
priority of relief laid down by the former Finance Member, and was obliged 
“to give preference to the restoration of the pay cut. But in fact, as the removal 
•of the surcharge would have benefited a Larger number of people, we had 
naturally expected the remission of the surcharge altogether, or at least a 
considerable portion of it. I hope next year it will be possible to remove 
surcharges on income-tax and also to raise the lowest level of taxable income 
to Rs. 2,000. I do not grudge the restoration of the 6 per cent, cut to Gov­
ernment servants, but it would have been better to reduce or do away with 
emergency taxation before restoring the cut.

I Weloomei the proposal for the creation of a silver redemption fund. I 
this 6pp6rtiiiiity of voictng the» couiitry-ihde prote^- againi  ̂ the free 

flight of gold from India. I cannot subscribe to the view of the Finance
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Member that the flight is not of distreM |?uld but of the «atplu8 goW. I wonder 
why he has not followed the policy adopt^ in Great Britain and other countriefi 
in trying to strengthen the gold reserve position in India, raUier than allow tb »  
gold to leave the conntry.

It is a matter for gratification that the Goyemment of India has after all 
realised its responsibility to the masses and allotted one crore for distribution 
to the provinces for niral uplift work. I do not think that will go very far but 
all the same it indicates an honest desire on the part of tbe Government an4 
I am glad the masses have now come into the picture of the central budget, t  
hope that in future years, in view of the improved times, it will be possible 
for the Finance Member to make it a recurring grant and to inci^ase themj 
In this connection I would suggest that the sum of Rs. 76 lakhs proposed to be 
set apart as an additional fund for debt redemption, as our unproductive debt 
is not very large, can very well be allotted along with this one crore for thê  
purpose of rural tiplift,

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

Of course tMs proposal to distribute Rs* 1 crore for alleviating the conditions 
of the agriculturists coming at this psychological moment when other national 
agencies have started the same work gives room for doubt as to whether 
it is only a political move. But whether it is or not a political move it is »  
move in the right direction. I for one would not question the motives of the 
Government and wmild give them credit for sincerity o f purpose in trying to 
alleviate the conditions of the masses. At the same time 1 would urge oB the 
Government not to look upon the national agency under the leadership o£ 
Mahatma Gandhi with suspicion or distrust. What I urge is that Gk>vemment 
Bhould co-operate with other non-official agencies engaged on this work and they 
dbould welcome the movement started under the auspices o f the Congress in 
this behalf. They should judge these organisations as they would themselves 
be judged. If there is co-operati<m betwem official 4Uid non-official agencies 
in this work a great deal can be done even though the amount set apart ia 
small indeed.

We are glad to hear that His Excellency the Commander-in-Chief will not 
relax his search for further economies in military expenditure. Our military 
expenditure is unduly high and beyond India’s means or military requirements, 
The army is maintained not purely in the interests of India but primarily 
in the interests df the Empire. TTiis huge army of occupation, the Indiattr 
watch-dog of the Empire, is maintained at the cost of India and is a grievoua 
injustice to India. It is a great pity that in such a poor country as India
60,000 British troops are maintained at a cost of Bs. 860 |>er head when they 
can without any loss of efficiency" be subHtantially replaced by Indian troopa 
at a cost of Rs. 285 per head. No more proof is needed that the military- 
expenditure and the British personnel are maintained at India’s cOst in ther 
interests of Great Britain. The mere assertion by His Excellency that the 
British element supplies the backbone of the Indian Army cannot carry con­
viction. This post-war mentality of the Britisher is probably due to a lapst̂  in 
memory, and as the years roll on he forgets that the bones of British Indian 
soldiers have bleached the fields of France and Flandets in saving the Empire 
at a critical juncture. I would remind His Excellency, who bt not in his 
noyr, that the Indian soldier has got his own backbone, both physiccu and 
j&drfJ and does not need to depend upon the backbone supplieiA by the British.
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element in the army. I would ask His Excellency the Commander in-Chief to 
beatleastfairtothelndian wardOg andnot togive the Indiiln soldier a bad 
name. *

' Sir, I would also ofiFer a few remarks on points which immediately conceiiv 
US in the province of Burma. I heartily welcome the proposal to abolish the 
duty on Hkins. It will be a great advantage to people in Burma, which has 
no real leather industry. I would endorse the view put forward by my Honour­
able friend Mr. Glass that the proceeds of the rice export duty, or at any rate a 
fair proportion of it, should be allotted to Burma, more especially as during 
recent years it has been a deficit province, and during the current year it has a 
budget deficit of Rs. 93 lakhs. Now it is my duty to urge upon the Govern­
ment to see that the Indian interests in Burma, in view of the separation, are not 
allowed to deteriorate after separation. Now is the time when they are doing 
preliminary work for entering into a trade agreement and I hope and trust 
that the whip hand which India has in the matter of trade with Burma is not 
given up in the matter of entering into a trade agreement. We asked for 
statutory safeguards for the interests of Indians in Burma and if we cannot 
get statutory safeguards we at least expect the natural safeguards that we have 
in the shape of our bargaining power in the matter of trade should not be given* 
up. In other words we ought not to be tied down beforehand ; when we find 
our interests are being injured in Burma we should not feel ourselves in a 
powerless position. I do not want to injure the interests of Indo-Burma 
trade. What I want is the promotion of goodwill and the promotion of good­
will can best be done by retaining the advantage which we have so that the 
Burma Government, the Burma Legislature and the Burmese people may 
always bear in mind this fact, that if they do harm to the interests of Indians in̂  
Burma to any the slightest extent, India will be in a position to retaliate very 
effectively and do her harm ; so also in the matter of the emigration convention  ̂
which is proposed to be adopted. I hope the Government of India will fight 
the IiKiian cause strenuously and see that their position after separation does 
not deteriorate. I do not want to take up any more time of the House, but I 
would conclude by remarking that the view which I have repeatedly put 
forward in this Council as regards the protection of the interests of In(»'ians in 
Burma may be steadily kept in view when the preliminary negotiatic ns are- 
going on before effecting separation from* Burma.

Thk H o n o u r a b l b  Sa i y b d  MOHAMED PADSHAH S a h ib  B a h a d u r - 
(Madras : Muhammadan) : Sir, I would join my Honourable friends in ten­
dering congratulations to the Honourable Finance Secretary and the Honour­
able the Finance Member on the good fortune which has fallen to their lot iHr 
preparing the budget proposals for the coming financial year. Sir, whatever 
may be the defects in the present budget, I feel there is no cause for despair,, 
in̂ asmuch as the Honourable the Finance Member himself appears to l>e> 
perfectly alive to the imperfections in the present financial policy of the Gov­
ernment of India. Tliere is therefore every hope that the Finance Department, 
will not relax their efforts in trying to improve the situation and formulate a 
more courageous and better policy in the interests of the country. It is a fact,.. 
Sir, that thi) rigidity with which the Honourable Sir Janies Grigg and his 
distinguished predecessor Sir George Schuster pursued the policy of sound 
finance has after all borne fruit. India's credit stands high. The Govern­
ment of India is in a position to issue loans at 3 per cent., "which is the first 
loan to be issued at this small interest since 1896. The Government of India 
are in a position either to repay all their liabilities next year or to convert a 
stibstantial portion of them into long term liabilities with smaller rates of in­
terest. This is indeed a remarkable achievement, but this result lias beem
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achieved not only by the policy that was pursued by the Finance Department 
of the Qovwament of India, but also by enormous sacrifice on the part of the 
people m the country. We know, Sir, how, during the years of depression, 
heavy taxation was levied all round. Heavy duties, increased incomo-4at 
and subjecting to tax even small incomes which so far had been exempt from 
tax, all these had to be resorted to, and the people in this comitry more or less 
choerfully submitted to this. They bore this burden in the hope that when the 
financial position would be easier, the Government would try and remove the 
heavy burden of taxation which was weighing so lieavily upon them. But, 
what is the position, Sir ? We find the Government proposes to reduce the 
surcharge and the tax on small incomes only by one-third. Sir, this is utterly 
inadequate. The demand that the country has been making all along has 
been for the total removal of these things. Even if the Government could not 
see their way to remove altogether the surcharge, it should have l>een quite 
possible for them with a little earnestness on their part to have found ways and 
means to remove the tax on incomes ranging from Rs. 1,000 to Rs. 2,000, 
Sir, relief in this direction, I plead, is much more urgently needed and would 
have been more welcome than gifts to broadcasting. Sir, when I talk of 
broadcasting, I fail to see the advantage that it will give to the people in the 
villages who are not given proper facilities to make use of the postal service. 
We tod, Sir, even in spite of the fact that the financial position has improved,  ̂
there has been no reduction in the postal rates. It has got to be admitted that 
the Postal Department is not one which could be considered to be purely 
Qommercial. Indeed, it is that branch of public service which goes a long way 
in educating and civilising the people in the country. Last year, Sir, I admit 
that there was some reduction in tne postal rate, but I am afraid that the 
reduction that was effected has produced quite the opposite effect. The charge 
for letters was reduced by one-fiflii and the weight was reduced by four-fifths of 
its original figure. I am afraid that this reduction in the rate for letters has not 
had any saluts^y effect. On the other hand, I feel that the public should have 
paid much more by way of excess stamp fee than they would have done if thd 
original price of the letter had been mahitained. I feel, Sir, that it is necessary 
that we should at once proceed to reduce the price of the postcard at least. 
’This, Sir, in my opinion is not only a matter of necessity from the point of view 
of the convenience of the people, but also, in my opinion, a thorough business 
proposition.

WeB, Sir, th«re is one more poiiit on which I do not think that I am satisfied 
with the bu^et. As has been pointed out by my Honourable friends from: 
Jtfadras, the Government have not yet been able to see their way to take mea­
sures to stop the import of rice from foreign countries into Madras. I do not 
think I need say much about this. All I need say is that now that Govern­
ment have realised that there is some particular class of rice that is adversely 
alffected by these foreign imports, I hope, Sir, they will try to take prompt 
measures to check the large volume of import that come into our country from 
Siam and Indo-China.

Sir, as r^ards the defence expenditure, n\uch has been said about it by 
most of the Honourable Members who have taken part in the debate. I feel, 
Sir, that I am in a difficult position when I try to form any opinion either way. 
'On the one hand, I feel that the defence expenditure has been drastically cut 
•down and that the present figure at which it stands is much lower than the figurci 
at which it was set down by the Inchcaw Committee. It is about § 
to Rs. 6 crores less than the amount that the Inohcape Cpmmitte6 ocmsidere  ̂
was the proper amount to be spent upon the defence of the country. And
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•we have also the opinion of His Excelloaey the * Gomina^er-m-(3iief who 
has made no 8eoi?et of the facts bearing upon the qaestip^ a^d who has given 
'<nfl every proof o f  his eamestneias in trying to effect retrenchment,— ŵe haye 
hU opinion to the effect that oxjjenses have been out down to the rock-bottom 
figure and it is not possible to eJFect any fiirther reductions. On the other 
hand, Sir, there is this insistent demand on the pê rt of the non-official Members 
that the military expenditure is of such dimensions that it takes away a very 
large slice of the revenues of the country. And they are of opinion that even 
now, with all the retrenchment that has been eflfected in the Military Depart­
ment, even now it is possible for further reductions to be made. Sir, 
I gather from the remarks that have been made on this question that there is 
no chance of these two seliools of thought trying to reconcile their views* I 
feel. Sir, that the only way to bring about this reconcilation and see that mis­
understandings are removed would be by carrying into effect the suggestion 
that was me^e by my friend, Raja Ghazanfar Ali Khan. I feel, Sir, that this 
Committee might lead to a l>ettor understanding of the matters at issue.

Now, Sir, on the whole I feel that the proposal to give Rs. 100 lakhs to the 
provinces for niral uplift is a very welcome one as it gives us an assurance 
that the Government are not oblivious of their duty in respect of ameliorating 
the conditions of the masses in the country. This is a step and a very sub-i 
stantial step in the right direction, and I feel that, if only the provincial Govern­
ments make judicious use of the fiinds and if only they do not allow large sums 
of money to be spent on establishments which might have to be set up for the 
purpose of rural development,—and in this connection we have the assurance 
o f the Honourable the Finance Secretary that the Government of India will 
take care that the money is not wasted in this way,—if this is done I feel <^at 
much will be done which will go to materially improve the condition of thê  
people in the villages. As I said, Sir, on the whole this is a very good budget 
and this is the budget which for the first time since the depression began haci 
broken through the gloom which has hung over the finances of the Govern­
ment of India all these years.

T h e  H o n o u b a b l b  Mb . JAGADISH GHANDRA BANERJEE (East 
Bengal: Non-Muhammadan): Sir, before I proceed to discuss the budget speech 
o f the Finance Member, I can not, but bring it to your notice as to how 
niggardly and shabily this House has been treated in the matter of allotting 
the 2nd of March for the general discussion of the budget in this House.

T h r  H o n o u r a b l b  t h e  PRESIDENT: You need not stress that point 
4tny further. It has been stressed quite enough.

T h e  H o n o u r a b l e  M r . JAGADISH CHANDRA BANERJEE: Sir, we 
will go on until the Government hears.

It is humanly impossible, Sir, for any man to finish all those volumes in 
^4 hours from the time those huge bundles of budget papers were supplied to 
U8. I request you. Sir, being the custodian of the dignity of this House, td 
censure the Government in this matter from the Chair, To supply those huge 
bundles of papers on the evening of the 28th and to ask us to discuss the whole 
budget on the 2nd morning is prepostOTous and farcical. If it is the view of 
the Government that this House is unnecessary why do they maintain it at 
all against the ̂ shes of the country at such a heavy cost ? Now, Sir, in coming 
to the budget proper, I can not join in the volume of praise that hâ  
been showered on the Honourable the Finance Member. The budget haef 
not ̂ ven m y relief to the poor taxpayere who are either agriculturists or day 
labdtii^s. It has neither «hown ariy reduction in the indirect taxations nol*
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in tlie direot tazatdons wMdh have been saddled ob the masaes of India in the 
name of emergwicy and in the name of stability and sound finance. The 
price of postoaFds which are the only means of communioation for the p o »  
haTe been raised &oi  ̂ one pioe to three pice during the last few years. The 
necessaries of life like salt, sugar and kerosene have been taxed with no inten­
tion of reducing those taxes. It is the present Government’s policy that onoe 
a tax is imposed in the name of emergency, it becomes a permanent feature of 
the* revenue policy of the Government of India. Sir, in the current year's 
revised estimate, we were told that there was a surplus of about Rs. 3} crores, 
but it is a great surprise to me that nearly the whole of that surplus has been 
utilised on the restoration of the salary cut of those who are occupying the 
Treasury benches. I admit that the salary cut was an emergency measure but 
may I ask the Honourable the Finance Member whether that was the only 
emergency measure taken to balance the budget ? A few years back in the 
name of emergency a kerosene duty was also imposed but did the Government 
ever abolish tliat duty when there was a surplus ? Why then was there so 
much hurry in the restoration of the salary cuts ? The only clue for such hot 
haste in this matter that I can find, is that this emergency measure touched the 
pockets of the British public masters though by courtesy they call themselves 
public servants. It shows that the fruits achieved by the cautiousness 
v^ilance on the part of tbe ex-Finance Member Sir George Schuster is being 
squandered by the present Member in charge of Finance. From the surplus 
achieved in 1934'35 we find Rs. 93 lakhs bei^  spent on civil aviation. There 
seem to me two reasons for Uiis expenditure. The first is the financial 
help to the British manufacturers of aeroplanes and to the British Airways 
Company and the second is the development of aviation for use in times of emer- 
gmcy for military piirposes. This expenditure should better have been trans­
ferred to army estimates, and this sum of Rs. 93 lakhs could have been uUlised> 
for reduction of taxes of the poor. Then, Sir, I for one do not agree with 
the Honourable the Finance Member that the sum of Rs. 34 lakhs which is 
going to be spent on the Pusa Institute transfer should be met from this sur­
plus and not frbm capital. It is altogether a new item of expenditure and more 
or less meant for the development of DeJhi and as such this item of Rs. 34 
lakhs diould have been included in the head Delhi Capital Outlay and the sum' 
released from revenue could have better been utilised for the reduction of those 
taxes which have touch^ the pockets of the poor. As regards the sum of 
one crore set apart for distribution to the provinces for rural development, 
I must say that it is nothing but a drop in the ocean. If, at all, Govern­
ment's deaf ears have been turned to rural development, I mu^ frankly thank 
Mahatma Gandhi for diverting his energies to this object from political acti­
vities and it is clear as transpu*ent water that, but for the activities o f 
Mahatma Gandhi and several of his co-workers, Govertiment would not haV6 
oome forward with this grand idea of rural developmmt. Even here, though 
ib e j have decided to do something in this matt«-, yet i^ y  would do, as ususli 
with the bureaucracy, in a halting manner and in a most miserly way. 1 
would have welcomed the idea had all the surplus of Rs. 389 lakhs bem ear­
marked for this particular purpose. 1 1 could have sincerely congratu^
lated him for his wide outlook an4 imagination.

Then, Sir, 1 come to the question of the export duty on rice. I  pan not 
congratulate Finance Meml>w for not alx)lishing it altogether. It is hia 
own admission that the export duty on rice is not yielding much revenue. 
VHiat then is the justification of retaining this duty hancHcappin  ̂exports 
of rice which has gone down in price so much in this country oausug great
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<<liBtre88 amongBt the agriculturists producing this commodity. To crown all 
even in Bpite of the BeHolutious passed in this House and the other, Goveniment 
isould not find theif way even now to put an import duty on Siam and Indo­
China ricê  which would not only have stopped unfair competition in the Indian 
.market but would have yielded a good i:evenue to Government. If the export 
duty on hides and skins could be lowered on the ground of reviving the export 
trade, as admitted by the Honourable the Finance Member in his speech, why 
on the same ground the export duty on rice could not be aboUshed ^together ? 
Iiast but not least is the question of the export of gold. Sir, the arguments 
adduced by the presmt Finance Member is mere^ the reproduction, like 
His Master’s Voice, in this House of what the London coterie of financiers are 
broadcasting through the microphone like the Secretary of State. I ask here, 
can the Qoveimment produce even one Indian financier or economist worth 
the name who has agreed with the argument of British financiers in thia 
matter of the export of gold ? As the export of gold is needed to tone up the 
sterling rate in the world market, therefore India must sacrifice her distress 
gold.

Before I concltide if I am to congratulate the Honourable the Blnance 
Member it is not for his good rendering of the accounts but it is for admitting 
for the first time the just daim of ray province of Bengal for the return of the 
jute duty. Sir, I congratulate the Honourable the Finance Member even for 
this small mercy to my province though I for myself do not yet admit that full 
justice has been done to my province. I will only be satisfied when my pro­
vince will get back the full amount of the duty on jute which she is legitimately 
entitled to.

T h r  H o n o u r a b l e  S ir  DAVID DEVADOSS (Nominated : Indian Chris­
tians) : Sir, at this late hour, I do not mean to take up much of the time 
of the Council. It is a pleasing feature of the speech of the Honourable the 
Finance Member that he frankly admits that he is not pleased with it. So 
far as it goes, the speech is a very satisfactory one. There are one or two 
things to which I wish to draw attention. The first is that these subventions 
and payments to provinces would, I think, create a lot of disharmony in course 
of time. The provinces are going to be autonomous, and if the central Govern­
ment is going to give certain amounts to certain provinces, I fear that there 
will be a real struggle for getting doles from the central Government, and when 
certain provinces do not get the doles, there will be heartburning and there 
will be a good deal of jealousy created. Bengal no doubt claims a portion 
of the jute tax. Quite recently, one of the Honourable Members wanted a 
portion of the income-tax revenue for Bombay. My Honourable friend from 
Burma wanted a portion of the rice duty for Burma. If we are going to do 
this kind of thing, where are we to stop ? I think Madrew can legitimately 
claim the whole or a good portion of the salt revenue, because Madras pro­
duces very large quantities of salt, and if the central Government gets at least 
three-fourths its salt revenue from Madras, would I be justified in asking 
for a few crores for Madras ? Sir, this I mention as a warning to the Finance 
Member. In a year, when the provinces become autonomous, there will be a 
regular tussle to get doles from him, and I do not know how he will be able 
to satisfy the various provinces. Therefore, the best way of meeting this is 
for each province to be asked to cut its coat according to the cloth available. 
I may ^y, not by reducing the pay of the existing services, but by dispensing 
with offices which are not necessary. I venture to submit that there are a 
number of posts which could be abolished md their work could be asked to 
be undwtaken by other officers. Speaking for Madras, I can say there was
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[Sir David . ,
a" time wlren the dtsrtrict <K)Heetor w  the d’tetrict magistrate or the head a f 
the di^rlct i^ae in charge of almcwt every departmeait of Gov r̂niicient.
Whs thon the R^gistrftr of Aafirttrano  ̂’; he had the in hik hand ; ttie
fore^ depat t̂ment, district boards, taluk boards and aJI that. 'There are 
now non-offlml presSdents of the district and taliik boarda and mtmioipalitiefl. 
A good deal of work has teen tak<m avay from such officers. They could be 
asked to do a lot of other work. When tbeir work is considen^ly reduced, 
a good many of the offices could be abolished. No doubt, there is a good derf 
of'scriptory woi3t going on. I can say with some confidence that most offimn 
are confin^ to their desks. It was not so years ago. But ail this could be 
rem^ed. The administration could be carried on an now, but relief could be 
pven to these officers trom their soriptory work. Therefore, I BUbmit that 
the provinces should not be made to look for doles from the central Qovem^ 
ment. If this goes on» I am afraid the central Government wili find itself 
in hot waters.

With regard to the grant of Rs. 1 crore for rural uplift, it is a very wel­
come feature of the budget. It has been clearly stated by the Honourable 
Finance Secretary that a large portion of this amount will not be spent in 
flervidng it. I would suggest that before the various OovemmentB embark 
upon rural uplift work they should study conditions in the various provincea 
in the rural areas. I would ask them to study, for instance, what t ^  Young 
Men’s Christian Association is doing in Madras. Very good rural reconatruc  ̂
tion work is going on at a place called RamantU/hapiuram in Coimbatore and 
also in South Travancore not far from Nagarcoil. Recently the Mysore 
(Jovernment have offered a very big slice of land and also promised a contribu­
tion I believe of about Ra. 4,000 a year to the Young Men’s Christian Associa­
tion for rural reconstruction work in Mysore, and they have promised builds

also to the extent of Rs. 15,000. I would ask local Governments to study 
the work going on there before they themselves embark upon any elaborate 
programme of work.

We are very grateful to the Finajice Member for removing the duty on 
flkins. Madras specially will feel grateful ior this relief. The Madras mer­
chants have been asking for this relief for a number of years because the trade 
was nearly killed by the duty on the export of skins and hides.

We Madras people nattrrally expected some statement from the Honour­
able Finance Member as regards the import of rice into Madras. I hope the 
Government will do something in this matter.

There is one other matter which I would like to mention. The Honourable 
Mr. Basu said that the Government might well think of imposing some kind 
of death duty. Sir, that is a duty wliich weighs very heavily in England. 
We hear of ancient families selling their country houses and works of art in 
order to meet this duty. I hope the Government will never think of imposing 
Buch a duty. We do now pay in a wajr death duties, for instance, letters 
of administration and probate duty, which is about 3 per cent, on amounts 
over Rs. 10,000. I thim that is quite sufficient. We do not want to embark 
upon death duties in India. But I would suggest an excise duty on tobacco. 
Tobacco is very largely grown in Madras and other provinces and an excise 
duty on tobacco would certainly bring in an income and would not weigh 
heavily on the poorer classes. Instead of finding ways and means of meeting; 
the expenditure of the country we should not embark upon &eah legislation 
i^hich will press heavily upon the pcor classes. It has been said, and I am 
]]^  going to repeat the arguments, the poorer classes are very heavily'
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taxed alreiidy. Land is taxed vory heavily in Madras and wo should i^t add' 
to the biirden of the already overladen camel. It is the last straw that breaks

earner  ̂ back. Other new avenues can be explored and the Government 
would bo well advised to try and cut down'Qxpen^ture as much as possible 
in all the services instead of trying to raise revenue to meet the cost of the 
services. With these few remarks I would suggest the Government should 
take acme immediate steps to stop the import of rice into Madras.

 ̂ I I
T he H onoitrable Srtjitt HERAMBA PROSAD BARUA (Assam: 

Non-Muhammadan) : Sir, the striking features of the budget presented by 
the Honourable the l l̂nance Member, Sir James Grigg, are that there is a sur­
plus of Rs. 389 lakhs as a result of the working of 1933-34: and 1934-35 and 
there is another surplus of Rs. 150 lakhs as a result of the working for the 
next year. I take thi« opportunity of heartily ccmgratulating the Finance 
Meml^r in seciu*ing such a financial equilibrium in liis very first budget. The 
J^ance Member proposes to dispose of the recurring surplus of Rs. 150 l^kh8- 
oy giving the following reliefs, viz., reduction of silver duty to two annas an 
ounce, abolition of export duty on raw skins and reduction of surchiarge on 
income-tax and super-tax. The non-recurring surplus of Rs. 389 lakhs is to 
be utilised for economic development of rural areas and the development o f  
the co-operative movement, development of roads, development of broadcast­
ing, civil aviation and the transfer of the Pusa Institute and the reduction 
of debts. The additional import duty on salt is to continue for another year 
and the Finance Member does not propose to make any change in the arrange­
ment for the distribution of the proceeds. The Government of my province 
of Assam have already put down in the next year’s budget the last year’a 
provision from this source in the expectation of their share of this customs duty. 
Lika the proverbial drowning man she wiU naturally catch at a straw.

Sir, the next thing that conoems me is the grant of about Rs. 8*6 lakha 
to Assam out of the proceeds of the export duty on jute. This will help this 
most necessitous province to a certain extent and we the people of Assam are 
thankful to the Government of India for this kind ccHisideration.

Now, Sir, the grant of Rs. 100 lakhs out of the surplus to the provinces 
for economic development and improvement of rural areas will go a great 
way in ameliorating the condition of the people. Introduction of improved 
methods of agriculture is a great necessity in an agricultural province Uke Assam 
and I hope the Government will sympathetically consider her just claim when 
distributing this grant. The cottage industries ought to get a great impetus 
from such a grant. In Assam sericulture and hand-loom weaving deserve 
special mention. Nowhere in India except in Assam are the mû ra and endi 
worms reared for the famous beautiful silks to be had from them. Besides 
Assam is the only province in India where climatic conditions favour the rear­
ing of three or four other species of silk worms. It is only in the fitness o f 
thmgs that the Government of India should investigate into the j)08sibilities 
of establishing a central sericultural research institute in the province.

Sir, hand-loom weaving is a great cottage industry in Assam. Assam is 
unique in the matter of h^d-loom weaving. Eveiy householder in Assam, 
be he ri«h or poor, has got a hand-loom or two. This is certainly a favourable 
state of affairs for doing real rural welfare work which the Government of 
India has got at heart now. The Government will do great good by making 
liberal grants to the province for starting a fully equipped institute for train­
ing the youths of the province in the eoonomio and technique of the industry 
on improved and modem lines. L ibc^  grants to this ^province for the estab* 
lidiment of cottage and other industries wHl give employment to tibe dajlj
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inoreasing unemplojed and increase the happiness and contentment of die 

‘ Aaa&tneBe cultivators and bring about a general improvement in village
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Nezt» Sir, the attempt at developing the oo<operative movement on sound 
financial foundations is a move in the right direction. In Assam this great 
movement has not been al51e to make g o ^  headway for want of funds.

Next comes the question of road development. The Honourable the 
Finance Member proposes to make a contribution of Rs. 40 lakhs towards

Government of India Reserve in the Road Development Fund. In this 
connection, Sir, during the last Simla session I drew the attention of tiie 
^vem m ent to the deplorable condition of roads in Assam and was assured 
that the Government of India were anxious to help Assam in the matter 
As an earnest of their solicitude they were pleased to make some substantial 
grants to Assam thereafter and we are very thankful to the Government for 
the same. It is now gratifying to find that in distributing this sum of Rs. 40 
lakhs, they will give prime consideration to the province of Assam *’ which 
they have after all recognised as the most necessitous of all the provinces. 
AlAough this help was overdue, I submit, Sir, that we are thankful to the 
Government of India for having recognised our claim after all.

But, Sir, however useful such grants might be, they are earmarked for 
special projects. These grants will not go to the general pool to reduce our 
deficits and thereby alleviate the desperate financial difficulties of Assam. 
The financial condition of Assam is really desperate today. For five years 
in succession the province is having deficit budgets. The total indebte^ess 
o f the province at the end of 1935-36 to the central Gk>vemment on account 
o f loans and overdrafts will be about Rs. 2 crores and 12 lakhs and the total 
receipts have been estimated at Rs. 2 crores 28 lakhs and 86 thousand in tl^ 
budget of 1935*36. Yet from such a slender income Assam is expected to 
wipe out her alarming deficits by annual repayments. The Ck)mptroller of 
Assam has rightly described such a process as a device for the repayment of 
loans by loans incurred.

** Had mich a state o f afTairs occurred in ordinary comxnereial life said the Honour­
able the Finance Member o f Aaaam at the time o f introduction of hie budget this year, 

the only straightforward course would have been to file iiumediateiy a petition in the 
bankrupt-cy courts

Truly, Mr. Roffey, the leader of the Euroimau group in the Assam Council, 
advis^ the then Finance Member of Assam in the 1933 budget session that the 
'latter

“ should entitle his budget as an insolvency petition ; in the matter of the pro- 
Tince of Assam in liquidation, petitioning creditors, the CJovemment ( f  India **,

and send a copy of it to Sir George Schuster. In short, Sir, Assam is sinking 
more and more into the morass of insolvency and without any immediate relief, 
she will be inextricably and irredeemably loat. The Oomptrollw in his Audit 
Report for 1935 points out:

** The defieit of Assam, which wbm 8 per cent, only in 1932-33 inemted to 17 w  eeni. 
m i ^ - 3 4 ,  where^ in the budget of 19S4*36» the deficit is nearly 30 per oent. It seems

probable that it will soon fall b^iiiad B u il^  B e i^ l  whidi the last in tHe



Sir, our financial difficulties were not our creation. Noither weio tbw due 
to our career as a rake. The Government of Assam and the local Legislature 
hare all along endeavoured to restore the financial equilibrium. They have 
followed a rigid programme of economy extending over several years and 
retrenched exi>en(liture below the margin of safety. But in spite of all this, 
our province is almost irredeemably lust. The reasons are not far to seek. 
The province has all along been subjected to grossly unfair treatment- Under 
the Meston Award, Bihar and Orissa never paid an anna, Bengal only paid for 
a time but poor i^sam had to pay Rs. 15 lakhs annually tiU the other day. 
Next we were forced to meet some quasi-agency expenditure, such as defence 
of the North-Eafit Frontier, the maintenance of the Assam Rifles, adminis­
tration of the Hill Districts and the like. On the other hand we have been 
losing all the benefits of our natural products—the mineral wealth of our 
province. Sir, if Bengal has rightfully got a moiety of her jute duty, shouJd 
not Assam claim with greater reason the excise duty on petr^ and oil ? Jute 
is an annual produce. Harvesting of the annual crop does not impoverish the 
country on which it is raised. But the oil wells are not inexhaustible perennial 
sources. Contiaqous drawing upon them will exhaust the weds sooner or later. 
It is nature's gift of national wealth showered upon the people. And still the 
people should be deprived of its benefits is anything but fair. Assam is not 
poor in her natural resources. Given necessary finances, Assam can develop 
herself beautifully. Give us just enough for our development and we will 
not disappoint you.

Sir, 1 am happy to find that the Joint Parliamentary Gommittiee Report 
has admitted our ciiiEculties and olaim to an adoquiute and permancoit anb- 
vention. But we do not know whm this will oome. .Assam oannot wait 
any longer. The Government of Assam, like that of B ^ a l ,  «re Atoo intero- 
ducing measures for new taxations. In these hard times, new taxation is the 
last straw on the oamel’s baek. But thoy iia«« no other aJtemative.

Lastly, Sir̂  the prosperity of Assam depends greatly upon the prosperity 
of the tea industry. la e  depression in the trade is also responsible to a grea  ̂
extent for the financial difficulties of the province. We are thankiul to .tke 
Government of India for implementing a scheme for regulation of exports and 
I only want to submit that any help to this jndustiy will always be aiielp to 
the province of Assam.

With these words, Sir, I resume my seat.

The  H onourable  Mr. P. C. TALLENTS (Finance Secretary) : ^ ir , 1 
have been desired by the Honourable the Fiuance Member to express his 
r^ret to the House that, owing to causes beyond his control, it has not been 
posdible for him to take a more active part in today’s debate. He has, however, 
alio asked me to say that he hoped to take a more active part when the time 
comes to introduce the Finance Bill in this House and that he will then come 
in person to answer the criticisms and remove the doubts of Hcmourable 
Members.

Before I touch on the budget itself, I should like to say a few words with 
regard to the date for which this debate has been fixed. All Honourable 
Members have taken this point and I may say, spesdcing for myself, that they 
have my very cordial sympathy. This is the first year in which 1 have attempt- 
^  to grapple with the documents connected wtth the Government ctf India 
budget and I may say that they appear to me to be of great complexity âod 
volume. Tte allowance of only one day to eiwiin® them aeeoQia to me ratiter
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a flkort time. The diflSculty on this oocaaion was as follows. The budget is 
always introduoed on the last day of February,—that was the SSth, Thursday,— 
while the latest date on which it was thought possible to start the business 
of Demands for Grants in the Assembly was the 7th of March, which is the 
following Thur3da3  ̂ The 1st of March, which was a Friday— t̂hat is the day 
irffcw the introduction of the budget—obviously could not be used for budget 
discussion in either House. The 3rd is a Sunday and the 4th, Monday, is a 
holiday. That only left three possible dates, the 2nd, Saturday, and the 5th 
and 6th, Tuesday and Wednesday. The ordinary practice that two days 
are allotted for discussion in the Assembly and one in the Council of State and 
that the debate in the Council of State follows the debate in the Assembly. 
If therefore of these three days the first two had been allotted for the debate 
in the Assembly, that would have meant the 2nd, Saturday, and the 5th, 
Tuesday, in which case the 6th, Wednesday, would have been allotted for the 
debate in this House. It was however thought unsuitable that the two days 
allotted for the discussion in the Assembly should be separated by Sunday 
and Monday, two holidays; and therefore, contrary to the usual practice, the 
debate in this House was fixed before the two days in the Assembly and so it 
happened that the general discussion on the budget was fixed for Saturday, 
the 2nd. Now, some of the Honourable Members have claimed that in this 
matter they have been treated less generously than the Members of the other 
House. I have here the dates for the last 14 years on which these discussions 
hare taken place. 1 will give you the dates for the last two years. In 1934 
the budget actually was introduoed on the 27th of February. The 28th was, 
I believe, a holiday. That year the 2nd and the 3rd March were the days fixed 
for discussion in the Assembly and the 5th Maroh in the Connoil of State. In 
the {previous year when the budget was introduoed on the 28th, the 2nd and 
3rd March were fixed for the discussion in the Aflsembly and the 4th of March 
in the CouncU of State. Therefore there is no substance in the statement that 
this House has been less generously treated than the otfaisr House. What has 
happened is that this year the d e b ^  has started in this House and the 
debate in the Assembly is taking plaibe aifterwards.

T h e  H on ou rablis  R aI BAHAntrB L a l a  RAM SARAN DAS : As far as 
the Assembly is concerned, they have other occasions to discuss the budget, 
as the voting of Demands for Orants, while we have none ; and so I hold that 
tl^ argument put forward by the Honourable Finance Secretary does not hold 
wii;ter.

The H okou&a b l s  Mb. P. C. TALLENTS : I have merely explained the 
difficulty in fixing the dates this year. I quite appreciate the difficulties which 
have been felt by Honourable Members in this matter and I can assure them 
that when it comes to fixing dates next year full consideration will be given to 
the points which they have urged.

Well, Sir, many Members have been extremely generous in congratulating 
y ^ the Finance Department on the happy position in which
* * they find themselves, and I can assure you that the

presefnt incumbents of the posts in this department are fully sensible that 
any credit that there may be for that must go to their predecessors. This is 
the first year that we have had a small surplus to deal with, without the assis­
tance of extra taxation. Before, however, I go on to that point, I should 
)ik« to say that it is veiy ^atif3dng to find that the proposals of Government 
for dealing with the surplus of the current year have met, I think, with almost
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universal approval,—particularly the crore of rupees for improving conditioos 
in the villages. I think every Member who has spoken has approved of that 
proposal* Several of them have express^ alarm as to how that money is 
going to be spent-r-that it may be warfied on establishment and so on—but, 
as has abready been stated in the budget speech, any scheme that comes up 
from the provinces will be examined and criticised in the Government of India.
I can assure the Honourable Members that there is not the smallest intention 
of allowing this large sum of money to be frittered away in establishment 
ohargeN.

T h e  H on ou b a b lh  R a i B ah adu b  LAI4A RAM SARAN DAS: What 
kind of examination will be made ?

T he H onourablb  Mb. P. C. TALLENTS : The usual form of examina­
tion which these schemes have to be subjected to when they come to the Govern 
ment of India: they will be examined in the Finance Department. Well, 
Sir, ev«ry Honourable Member who spoke mentioned that proposal with 
approval and I am very glad to find that this is so, Also, I think that they 
approve of the other proposals, that is to say, the allocation of Ra. 40 lakhs 
to the Road Fund, the expenditure on broadcasting and the expenditure on 
the North-West Frontier Province. As regards the last proposal, I should 
like to give one or two figures just to prove, on financial grounds alone, what a 
very sound piece of insurance that expenditure will bo. In the leuat 70 years 
there have been 26 major campaigns on the Frontier. In the last 40 years no 
less than Rs. 67 crores have been spent in such o]3erationR. The heavi(‘st 
expenditure took place from about 1920 to 1925, which was the period of the 
Third Afghan War and its repercussions. The expenditure then was neces­
sarily higher than dtiring the other years, but since 1926, when the circular 
road was constructed in Waziristan, the reduction in the expenditure has been 
very remarkable. Since then, the expenditure has only amounted to an 
average of Rs. 14 lakhs a year and that would have been very much lower 
but for two particular expeditions. The Government of India are satisfied 
that, if this road project can be carried to a successful conclusion—and I may 
say that tTiere is no intention of carrying it out by force ; the road will not 
be built unless the tribes are agreeable to its being built—that there could 
be no better insurance against a large expenditure of money in operations in 
that part of the world in future.

T he H onou rablb  R a i B ah a d u b  L ala  RAM SARAN DAS : Will 
that moan that all road construction will be debited to the Army Depart­
ment 1

The HoNotTBABLE Mb . P. C. TALLENTS: No, Sir, M;̂  recollection 
Is that expenditure in the North-West Frontier on the tribal area is not debited 
to that head. The expenditure will not be confined entirely to roi^ls, I may 
add, but will be principally.

Well, Sir, I think there is no further criticism that I need reply to with 
regard to the utilisation of the surplus for the current year. Chie Honour­
able Member did suggest that it might be used for reducing taxation but, 
as I pointed out in my speech, this surplus is a non-recurring surplus; it cannot 
be used for recurring purposes.

Coming now to next year, it is also gratifying to find, and I think there 
is not much doubt about it, a universal acceptance of the position that, when 
a small balance has emei|[ed, that balance should be used not to incur further
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cotpenditure but to relax th» existixtg burden of taxation and other impoeitionts 
that have been made during the last few years o f emergency. It has been 
suggested by more than one Honourable Member that, if the Knance Depart­
ment had b^n rather braver, the surplus would have been larger and a more 
generous relaxation of these burdens could have taken place. Well, Sir, 
the budget figures of revenue are necessarily ultimately guesses. The Finance 
Itepartment does its best; it consults all the experts who can give useful advice 
in these matters, and in regard to some of the principal figures it is no breach 
of confidence if I tell you that the Finance Department was more sanguine 
than some of its advisers. It would be possible to take higher figures and it 
would be equally possible to take considerably lower figures. It would be 
most undesirable, however, to take figures with the ulterior object of being 
able to provide for further expenditure. Figures have to be fixed on their 
merits and this is how they have been fixed on this occasion. For instance, 
take thB import duty on sugar. It has been suggested to me that we should 
have put that figure higher. The Qovemment of India consider that there is 
every reason to suppose that that source of revenue will be substantially 
reduced in the course of the next few years : they cannot say exactly at what 
rate it w i n  be reduced but the figures we have put into tht budget represent 
the reduction which, on the best advice we could take, we considered would 
occur next year. It would not have been right to fix a higher figure in order 
to have a fwther relaxation, let us say, of the income-tax.

Well, Sir, having fixed our revenue figures on that basis  ̂ there emerged 
a surplus of Rs. 150 lakhs, and the first use to which it was decided that that 
should be put was the relaxation or rather the non-re-imposition o f the pay 
cut. Grovernment have always held, and still hdd, that that pay cut was a 
direct violation of the conditions on which officers enter Government service 
and that the step could only be taken in entirely exceptional circumstances, 
aod should be restored as smn as possible. Sir Qeorge Schuster when intro- 
docing the emergency budget in ^ptember, 1931 said as regards the relaxa­
tion cf this emergency measure (I will give his exact words):

Relief must come Br8t in re8toring the emergency cute in pay, «nd fecpndly. in 
iaking off the surcharge on inoome<tax now to be tihpoEed **.

That was the definite statement of the policy of G^vemmwt and he 
repeated it in so many words in introducing the budget for 1933-34. Therefore 
Qwemment consider that this is the first relaxation that must take place. 
The total cost, as I explained in my budget speech, and as some of the Honour­
able Members have repeated today, is Rs. 92 lakhs net on the central budget,— 
excluding the railways> of course. But when we come to the surcharge on 
income-tax, which is the next relaxation which Government had to consider 
according to that formula, the total cost erf removing the surcharge on the 
income-tax and the super-tax and the additional tax on small incomes would

Rs. 409 lakhs or net Rs. 401 lakhs, the difference being due to the fact that, 
if the tax was taken off the small incomes, it would be possible to get 
rid of some of the staff employed for the purpose of collecting it. As 
youknow, the cost ofrelaxation to the extent of one-third is Rs. 186 lakhs, 
which is the line which Government eventually tcck. One-half would have 
cost Rs. 205 lakhs. If, as some Honourable Members have suggested, the 
whole of the tax on the small incomes had been relaxed, that would have meant 
a net cost to Qovemment of Rs. 67 lakhs, Rs. 30 lakhs in respect of incomes 
frCKm Rs* 1,000 to Rs. 1̂ 500 and Rs. 37 lakhs in respect of incomes between 
Bit ifSOfk and: 2̂ 000, SithdT of thoio figures would have imbaianoed tke
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budget. Therefore) on a purely mathematical calcuUtion> Qoveninieiit, 
seeing how far they could go, decided that the proper course was to relax to 
the extent of one-third, and that is the proposal which finds its place in the 
budget.

The HoNOtTKABtE MA. E. MILLBB : Will the remainder be removed 
next year?

The H onou bable  Me. P. C. TAi.LENTS : I am not in a position to 
say. Wo are not discussing the proposals for the following year.

T he  HoNOUBABliE Mb. E. MILLER : Will its abolition be considered ?

The Honoubable Mb . P. C. TALLENTS : It will certainly be considered.
Several of the Honourable Members have mentioned their desire that there 

should be relaxation in the case of postcards. I wonder if Honourable Members 
realise what that would cost. The cost of introducing the half-anna postcard 
once more would mean Rs. 68 lakhs, with another Rs. 16 lakhs incidentally 
involved in connection with the inland packet post; that is to say, altogether 
Rs. 84 lakhs. That is a very large sum of money for what may appear a v^ry 
simple change.

T h e  H o koubable  Mb . 8HANTIDA8 ASKURAN: If you reduce the 
postage, do you not think there will be more correspondence ?

T h e  H o noubable  Mb . P. C. TAIJLENTS : That is undoubtedly so 
and that is a consideration that must always bo taken into account. It has been 
discounted in these figures. At the same time, to reduce the inland letter rate 
from one and a quarter annas to one anna will cost about Rs. 45 lakhs a 
year. Tliose proposals, wJiich sound very simple,—when you come to 
calculate the cost— âre very formidable, and to introduce either of tbese 
changes, which Government, I need hardly say, would like to do if theĵ  
could, will completely upset the balance of the budget.

T h e  H o k o u ba ble  L ie u te n a n t^Co l o n il  Na w a b  Sm MAHOMED 
AKBAR KHAN: What was the state of affairs in the pre-war days about 
the postage ?

The Honoubable Mb . P. C. TALLENTS: Sir, I am afraui I ooaaot 
answer that question off-hand. After all, it is the next year’s positien we are 
discussing, and not what it was 20 years ago.

T s e  H okoubable  R ai B ah a d u b  L ala  RAM 6ARAN DAS: What 
about the ftiture scales of fcalaries of the superior and oovenanted services ?

The Hokoubable Mb . P. C. TALLENTS: I ask that I may be left, 
Sir, if I may, to contine my speech on my own lines.

T h e  H o ko ubable  th e  PRESIDENT: You pleaae proceed with your 
speech.

T h e  H o ko ubable  Mr . P. C. TALLENTS : The non-reimpoation of the 
out in pay and the remission of the surcharge on income-tax and super-tax 
and tie  taxes on small incomes to the extent of one-third, account for the 
gimter jpart of the surplus which will emê rge next year.
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[Mr. p. O. TaUents.]
I was also gratified and interested to hear that all Honourable Members 

in this House who mentioned the enbject approve of the abolition of the export 
duty on akins. When the duty on hides was taken oflF last year, the duty on 
skins was retained on the ground that skins wore a semi-monopoly of India. 
But since then, during the last year, a different situation has arisen wnioh makes 
it very doubtful if India can any loi^ êr regard herself as having a semi­
monopoly in this article. In 1033, 13,000 odd tons of raw skins, valued at 
Rd. 223i lî khs were exported from April to November. During the same 
months this year, 8,938 tons valued at 118} lakhs were exported ; that is 
to say, the trade this year is about half of what it was last year. There is 
aUo a fall in the internal prices in skins. Actually, the figures show that 
there is some fear of the Indian exports of this article being replaced by skins 
from such places as West Africa. Therefore, it has been decided that this 
export duty should be removed, and, as I say, it is gratifying to Government 
to know that this proposal has the support, practically unanimous, of the 
whole of this House.

Not many of the Honourable Members referred to the duty on silver, 
but when this duty was imposed, there were two principal reasons for imposing 
it. One was the desire to raise revenue and the other was to maintain the 
internal price of silver in India. When the duty was first imposed 
in 1930-31, it produced over Rs. 232 lakhs. That figure fell gradually until 
in 1933-34 less than Rs. 1 lakh was realised from this duty. In 1934-35 
a larger sum has been produced owing to the imports from China, but it seems 
unlikely that this import of silver from that source will be maintained. Any­
how, as an important revenue-producing source, this duty no longer exists. 
As regards the price of silver, when the duty was first put on, the internal 
price of silver was, I think, Rs. 39-8-0 per 100 tolas. The price is now Rs. 63 
for 100 tolas. Therefore, that argument also no longer exists. As there is 
no donbt that a great deal of smiiggling is going on and that honest trade is 
bmng penalised, ^vemment have decided that this duty should be removed.

As regards gold, if Honourable Members desire a lengthy discussion on the 
subject, I would refer them to Sir George Schuster’s remaAs when he introduced 
the budget of 1933-34. This is not the time of the evening at which I shouki 
propose to enter into a long discussion. But I will give the figures, from the 
last report of the Controller of Currency. For 14 years, from 1920-21 to 
1933-34, the net imports of gold exoaaded exports by 21 millicm ounces valued 
at Rs. 8iiJ ororesr That is only from 1920-21, and Honourable Members no 
doubt know that for many, many years before that, gold had been flowing 
into India. These figures seem to me to show quite clearly that this gold, 
which is now bnng exported, oannot be described as distress goM. H, 
hbwever, it is admitted that it is distress gold—and Govemmmt do not admit 
that—then it follows that this export duty on gold would be paid by the 
distressed peasants who under pressure o f distress are giving up their gold. 
I see no means of avoiding that dilemma.

Sir, I have in a sense been surprised that we have not heard more about 
the financial difficulties which the provinces are at present facing. I know 
it is a veiy sore subject, and the non-reimposition o f the pay cut has caused 
great difficulties to some provinces like the Central Provinces. The 
Honourable Mr. Barua has referred to the case of Assam. The case of these 
provinces, and in particular Assam, has been causing very anxious thought to 
the Government of India for some time past and will continue to cause thorn
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anxious thought for a long time to come. I do not know whether Honourable 
Members have studied clause 139 of the Government of India Bill. It runs as 
follows:

** Such aum« as may be preBoribed by Bjb Majesty in Council shall be charged on 
the revenues of the federation in each year as grants in aid of the revenues of cuch pro­
vinces as His Majesty may determine to be in need of assistance and diiXeront feums may 
be prescribed for difTerent provinces **.

The question of subventions to deficit provinces is going to bo one of the most 
difficult problems connected with federal finance, and if the Government 
of India have dedded that nothing can be done at the moment, it is because 
of the reasons which were just now mentioned by the Honourable Sir David 
Devadoss. They consider the whole problem must be faced simultaneously 
and it is not fair on the other provinces that the case of one province should 
be considered in isolation. All must be considered together. But the fact 
that no further relief has been given to the deficit provinces this year than 
was the case last year does not mean that the problem has not been receiving 
the most careful consideration of the Government of India. It may be 
some small consolation to Bengal, Bihar and Orissa and Assam to notice 
that they are likely to get Be. 10 lakhs more next year out of the half of the 
jute export duty. Also I hope that the Honourable Member from Assam 
noticed that I said in my speech that Assam would receive special consideration 
in connection with the allocation of Rs. 40 lakhs to road development. Assam 
is said to be in special need of road development and we hope it will receive 
some relief in that way.

Well, Sir, in the course of today’s debate I made note of certain points 
which I Aould like to reply to before I sit down. First of all the Honourable 
Sir Phiroze Sethna suggek^ that in the budget we might give figures showing 
the average income per head and the standard of living of the population of 
this country. I wish we could get sufficiently accurate figures on that subject 
to publish, but I do not know of any Government budget in the world in which 
such figures are printed and I am afraid that is not within the range of 
practical politics.

The same Honourable Member asked whether Government intended to 
reduce the rate of interest on the 3 J per cent, irredeemable Government paper. 
I am not quite sure what the Honourable Member meant by his question. 
If he meant “  Are Government going to indulge in compulsory repudiation  ̂
the reply is of course in the negative. If it is a question of voluntary con^. 
vewion, the Honourable Member must wait and see.

As regards the additional salt duty. Honourable Members will recollect 
that the proposal is that it should be left to the House to decide whether it 
should be imposed for one year more. The Bill wiU be brought before the 
Legislature and if the Legislature turns it down, the Honourable Finance 
Member has indicated that the verdict of the House will be accepted. Sir 
Phiroze Sethna, I understand, thought it was unfair that the case should be 
left in that position. But this duty was imposed on the recommendation 
of a Committee of the Assembly and if the Assembly now decide that it should 
no longer be imposed, I cannot see why Government should stop in. I cannot 
see any unfairness in that particular proposal. It must rest with the Legis- 
atuire to decide whether that duty will be imposed for another year or not.

Reading over the speech of Sir George Schuster which he delivered in 
this debate Iwt year, I find that the Honourable Mr. Hossain Imam made the 
same allegaticm about the increased external expenditure that he has made 
Qn thM| ocoasion. Sir George Schuster offered on that occasion that, a« he
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oonld not follow his figures, if the Honotirable Member would come round and 
discuss the position with him he would endeavour to explain away what must 
be a misconception of facts, I do not know whether the Honourable Member 
ever went to see Sir George Schuster, but the Honourabk Member and I both 
come firom the same province and I repeat the invitation. If he will come and 
see me and show me his figures, I will do my best to explain away his difficulties.

The Honourable Mr. Basu expressed the opinion that the taxation policy 
of the Government of India should be overhauled. Well, the Honoural)le 
Finance Member has already indicated that this matter is receiving his consi­
deration, and I am sure it will not cease to do so.

The Honourable Mr. Gladstone referred to the over-caution of thedepaxt- 
ment in budgeting. That is a point I have already r^erred to. Obviously 
it wouki be quite wrong to frame one’s budget of revenue with the ulterior 
object o f increasing one’s expenditure. The figures of revenue on which the 
expes^tttre figures are based must be calculated on their own merits.

The Honourable Lala Ram 8aran Das asked why there had been no con- 
▼ersions this year. Well, that is not a fact. I will give him the figtires. I 
win read again one passage the speech I delivered in presenting the budget 
figtnee :

** year we issued do sterling loans but w e  issued two ju|)ee loans* one of 84 per 
cent, loan 1947-00 and the seoond of 3 per cent, bonds 1041. Together these loans |>n>- 
duced Rs. 36 crores and 80 lakhs. With the proceeds of theire loanc, Hs. 32 crores and 
A2 lakhs of permanent debt beadng higher rates of interest were replaced

It is not coxrect to say that daring the current year we had no oonravian 
operations.

Ths Hoi^ouaABLE Bai Bahadur Lala BAM 8ABAN DAS : 1 3aid 
Buffiident 4X>nversion was not done. J did not say it was not done at all.

The H onovsabls Mb. P. C. TALLENTS : I mis-heard the Honcrarable 
Member.

Well, Sir, in the course of a discussion like that which has taken plaee 
today many pomts have been raised and it would be quite impossible for me 
to follow every Honourable Member and discuss every point, particularly at 
this late hour of the evening. Most, in &ct I think of the consideiutions 
whi(^ have been urged in the course of the day were considered by Government 
when the budget was being prepared. After a series of years in which the whole 
attention of Government has been concentrated on rt dueirg expenditure and 
adding to the revenue just so much as would enable the budget to be balanced, 
we are fiaccd this year with a new problem. We have to set about the more 
congenial task of lightening the burden imposed during the last few years 
of ^fbculty. Congenial tasks are not always easy, but tn the whole I think 
from what we have heard in this House today that the proposals of Govem m ont 
have the substantial support of Honourable Members. The Buiplua which we 
anticipate next year we think can safely be regarded as a recuniug su^us. 
Honourable Members have agreed that it should bo used, not f^r iucuwing 
fresh expenditure, but for removing the existing burden of taxation. The 
Honourable Sir James Giigg has said that he himself is not satisfied with the 
budget and he does not sujppose that mai^ other people , will be eitlw. In 
Ywew of that statem^t I think that the suppc^ whi^ the budget has fisoaimd 
m this Houae may be4eBcribed almost as surpmiQg and oM-tainly as satidiMstoiy.
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Although Honourable Members may hare oritioised this or that feature
of tlio budget, in its general outline it is, I think, acceptable ; and not only in
this House but outside also from what I have seen in the telegrams and news­
papers, the budget has been well received. If today’s discussion has assisted
in deari^ up doubtful points and bringing into relief the reasons and the
justification for particular proposals, it has served its purpose; and 1 think
the more Honourable Members look into the budget and examine it at close
quarters, the more they will find it reasonable, practical and satisfactory.

T h£ H ovoura6 i.e: th e  p r e s i d e n t  ; This concludes the debate on
the Budget, Part II.
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The Council then adjourned till Eleven of the Clock on Thursday, the 71b
March, 1935.


