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‘COUNCIL OF STATE. ’ -

Saturday, 2nd March, 1935,

The Council met in the Counml Chamber of the Council House at Eleven
of the Clock, the Honou.rabl'e'tﬁe President in-the Chair. - =

[N

' QUESTIONS AND ANSWERS, -
Mrssrs, TEPLITZ ABRATED WATERS Co., LAHORE. "

58. THRE HONOURABLE Ral BaHaDUR Lana MATHURA  PRASAD
MEHROTRA : (o) Is it a fact that Mesars. Teplitz Aerated Waters Co.,
Lahore, bave got the contract for the supply of ice: and aerajed waters
on the Northern Section of the North Western Railway, from Lahore to
Peshawar } L L

(8 Is it a fact that the Divisional Superintendent, Multan, reported the
work of the said Company as unsatisfactory at the end of the last season ?

(c) TI the answer to'(b) abové be in the affirmative, what action, if any,
have Government taken in the matter ? h ’

Tae HoNovraBLE St GUTHRIE RUSSELL: (a) Yes.

(b) Yes, but the Agent, North Western Railway, states that the com-
plaints made were not ot a serious nature and that the work of the Company
was reported to be satisfactory on the three other divisions which form part
of the area for which they hold the contract. ‘

- (¢) The Agent states that the Company were instructed to make special
efforte to avoid a rcpetition of the circamstances which had given riso to the
complaints. - ' :

Tre HoNourabLE Rar Bamapvr Lara MATHURA PRASAD

MEHROTRA : Will the Government consider the desirability of not giving
any further additional contracts to Mesers. Teplitz Aerated Waters Co., in
face of the fact that their work has been found unsatisfactory %

Tre HoNouraBLE THE PRESIDENT : That is too long a question and
I will not permit it.

Mgessrs. TepLrrz AERATED WATERS Co., LAHORE.

59. Tag HoNOURABLE RAl BaHADUR Lara MATHURA PRASAD
MEHROTRA : (a) 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 ? ‘ ‘ ‘

_(b) Is it & fact that the said Company sublet the contract in the Multan -
division also ?

(c) Is it a fact that such subletting of contracts is prohibited ?

( 391 ) A
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(d) Isit a fact that the Divisional Superintendent, Rawalpindi, conducted
an enquiry and found that the said Thakur Das had carried unauthorised pas-
sengers in the ice compartments ?

(¢) If the answers to (a), (b), (c) and (d) above be in the affirmative, what
action, if any, have Government taken in the matters referred to above ?

Tar HonNourabrLe S;a GUTHRIE RUSSELL : (a) and (5). No.
(c) Bubletting of contracts is not permitted.

(d) The Agent, North Western Railway, states that a complaint against
Thakur Das, an iceman of the Company, for carrying unauthorised persons
in the compartment reserved for the sale of ice and aerated waters, was in-
vestigated but the charge was not fully proved. The Manager of the Com-
pany was ;kugked to dispense with the man’s services and not to re-employ him
on this work.

(e) Does not arise.

Tare HOROUBABLE Ral BaAHADUR Lara MATHURA PRASAD
MEHROTRA : May I know if the contract was not sablet to one Mr. Thakur

Das ?
Tae HoNounasre S:ik GUTHRIE RUSSELL : I have already said in
reply to (a) and (b) that the contract was not sublet to Mr. Thakur Das.

TeeE HONOURABLE Rar BamADUR Lara MATHURA PRASAD
MEHROTRA : Was any inquiry made by the Government !

Taz HonouraBLE S8 GUTHRIE RUSSELL : An inquiry was made
by the North Western Railway.

Mzssrs. G. S. PATTERSON & Co., IoE CONTRAOTORS.

60. THE HONOURABLE Rar BAHADUR Lara MATHURA  PRASAD
MEHROTRA : Is it a fact that the contract of Mesars. 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,
North Western Railway ?

: {

TaE HoNouraBLE S GUTHRIE RUSSELL: The Agent, North
Western Railway, states that the contract was terminated under clause 19
of the agreement as the Company had infringed clause 22 thereof by assigning
the privilege under their contract to another firm without his permission.

PAY AND ALLOWANOES OF TICKET EXAMINERS ON OERTAIN STATE RaILways,

61. Tue HoNouraBLE Smaike MUSHIR HUSAIN KIDWAI: 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
Railwaymen, Delhi, to the Chief Commissioner, Railways, regarding the pay
and allowance of the ticket examiners on certain State Railways in India ?
If so, will Government please state :

(a) Whether the statements and references quoted therein are correct t
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(3) If the reply to part (a) be in the negative, in what respect and to
what extent they are incorrect or inaccurate ?

(c) Whether the claim to average mileage allowanoce or 756 per cent. of
‘the 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 ?

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

- Tez HoxoumaBre Sik GUTHRIE RUSSELL: The answer to the
first part of the question is in the affirmative.
(@) to (d). It is not possible for me in the short space of a reply to a
question in this House to deal with all the arguments in the letter.

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

SHORT NOTICE QUESTION AND ANSWER.

62. Tar Horxoumasre Mr. MAHMOOD SUHRAWARDY : Will the
Government of India be pleased to state :

(a) What are the names of the Committees that have considered the
question 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 ExcoriLEncy THE 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 follows :

(t) The Military Requirements Committee appointed by the Govern-
ment of India in May, 1921 and oconsisting of the late Lord Rawlinson as
President and the late Sir Mian Muhammad Shafi, Mr. (now Sir Malcolm)
Hailey, Dr, (now Sir) Tej Bahadur Sapru, Mr. (now Sir Denys) Bray, Sir
Bivaswamy Aiyer and Lieutenant (now Lieutenant-Colonel Sir) Hissam-ud-
Din Khan, as members. The Committee reported in July, 19021. 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 séllfuld be treated as secret documents and in no circumstances ever be made
public. .

(¥) The so-called Shea Committee on the Indianisation of the Indian
Army, appointed by the late Lord Rawlinson in 1921 and consisting of General
8ir John 8Shea, the officiating Chief of the General Staff, as Chairman and
Generals Delamain, Macmunn, Black, Cory and Parr and Colonels Charles,

A2
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Nevile, Coleridge and Shea, all of whom :were semior staff officers.of Army
Headquarters as members. The Committee reported in January, 1922, . Ite
"report was not published because it dealt. with matters of military polioy
extending beyond the limits of the Indianisation problem, which it was not
in the public interest to make known. A summary of their proposals relat-
‘ing to Indianisation was, however, furnished to the members of the Defenoe
Sub-Committee of the first Round Table Conference. :

" (sti) The Indian Sandhurst Committee appointed by the Government
of India in June, 1925 and consisting of the late Genergl Sir Andrew Skeen,
the Chief of the General Staff, as.Chairman and the late Pandit Moti Lal Nehru,
Mr. Jinnah, Sardar Sir Jogendra Singh, Sir Phiroze Sethna, Diwan Bahadur
Ramachandra Rao, Nawab Sir Sahibzada Abdul Qaiyum, Captain Hira'Singh
Brar, Dr. Ziauddin Ahmad, Captain J. N. Banerjpo, Major Thakur' Zorawar
Singh, Captain Haji Gul Nawaz Khan, Major Bala Sahib Dafle and Sir Ernest
Burdon. The Committee reported in November, 1926. Its report was pub-
Tished. S : R

(iv) The Indian Military College Committes appointed by the Gavern-
ment of India in May, 1931 in accordancé with the récommendation of t}ié
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 George Anderson, Khan Bahadur Sharbat Khan,
Sir Abdur Rahim, 8it Sivaswamy Aiyet; Rao Bahadur Chatdri Chhotu Ram,
Lieutenant-Colone] (now Sir Henry) Gidney, Dr. Moonje, Mr, 8. N. Mukerji,
Captain Sher Mohammed Khan, Lieutenant Narain Singh Bahadur, Major-
General Rajwade, Colonel Lachman Singh and Licutenant-Cdlohel - A
Kadar Beg as members. The Committee reported in July, 1931. Tts report
was published. ' - g
In addition, in aceerdance with & further recommendation of the De-

fence Sub-Committee of the first Round Table Conferenoe, an expert investi-
gation was initiated in April, 1931 by members.of my stafl under my .direc-
tion into the question of the reduction of the numbor of British troops in this
‘country.  This "investigation naturally 'necéssitatéd conbideration of the
problem in relation to its effect upon the capacity of the Army in India as &
whole to carry out the various tasks assigned to it, and this involved a careful
study of the implications of the Government’s policy in regard to the Indiani-
gation of the Indian Army. The résults of the investigation were submitted
to Government in June, 1831. For obvious reasons these could ‘mot be
published in extenso, but a press communique summarising them was issued
in December, 1933.

GENERAL DISCUSSION OF THE GENERAL BUDGET FOR  1935.39,

- Tre HoNourapre THE PRESIDENT : The General Discussion on the
Budget (Part II) will now proceed. I will not prescribe a time limit for specches
but 1 would request Honourable Members to be as brief as possible as regards
the duration of their speeches, ’ : :

L 4

Tat Hoxopmasut B PHIROZE SETHNA (Bombay: Non-Muham.
mhadan) : Mr:"President, the Honourable the Finance Seeretary delivered
his budget spesch late on Thursday afternoon. The House received it with
dpprecistioch both becauss of its vlarity and its ‘concissness. ~There s, how-
ever; one point to which I would ask some of my colleagues to draw your



GENERAL DISCUSSION OF THE GENERAL BUDGET FOR 1985-86. 393

attention, Sir, as also that of the Finance Department. As I have said, the
speech was delivered late on Thursday afternoon and we are asked to discuss
the budget this morning, which practically gave the Mémbers 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
discussion till Tuesday next. ' )

Tue HoNOURABLE THE PRESIDENT : May I inform the Honourable
Member that the President has nothing to do with the fixing of the date ?
The power lies with the Governor General to allot the date for the discussion

of the budget.

_ Tue HowoumapLr $in PHIROZE SETHNA : The Honourable the
President will kindly conyey the wishes of the House to His Excellency the
Governor General. I am sure His Excellency will accede to your request,

which will meet with our wishes.

. Mr. President, the Honourable Sit James Grigg, the Finance Member,
has presented this year his very first budget. He has come to ‘this country
with a great reputation and we have no ‘doubt that by the tie he hands over
¢harge to his suocessor, that reputation will be greatly enhanced. We see
in the papers today some criticisms of the budget, which is ¢alled half-hearted,
disappointing and featureless. That may be the visw of one section of the
community, but T think the Finance Department and the Government would
bétter gatige the feelings of the country by knowing what the commercial com-
munities think of the budget, and I am glad to iriform the House from tele-
grams which ‘some of us, business men, have received from such commercial
centres as Bombay and Calcutta that they regard the budget as a very favours
able one. ’ N SRR : a8
Mr. President, I would particularly draw the attention of the House to
the first and last paragraphs of the speech of the Finance Member. In the
last paragraph, he says that this budget .will completely satisfy very few
go;:el@. Speaking about himself, he adds that:.he would have very much
ished .to remove the whole of the emergency taxes on income. This, is in-
deed a very laudable ambition, and we trust that, before long he will succeed
iy that purpose,—not only in removing the emergency taxes on income, but
in appreciably reducing the income-tax and super-tax that is levied in'this
country. In.the first paragraph of ,lg_‘i‘s.'speech,ptie Honourable the Finanoe
Member says that it is to him somewhat confusing to find that he has te present
three sets of accounts, It appears to me, reading between the lines ‘that
perhaps the Finance Member will before long introduce certain ¢hauges in
the method of preparing the budget, and if he does g0, it will be &' very wel-
come change indeed. I may in this connection be allowed to make a sugges
tion. The budget is at present prepared in the conventiorial ‘departmental
manner, Not only the man in the street, but also the politician and the
publicist cannot make much headway with the figures that are given unless
they 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
the country is progressing materially or retrograding, or whether the standard
-of living is improving or not, I do not think that the matefial supplied to us
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will enable us to answer such questions. It is therefore that I 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 in-
come are carcfully 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 the Honourable the Finance Member in the other House and
the Honourable the Finance Secretary in this House to devote some portion
of tkeir speeches to the clarification of this subject and also other cognate
subects. After all, the taxpayer or the voter on whom the Government
relies for its cources of income 18 naturally anxious to know how he stands,
whether he is going up or going down. If Government 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 which
they have faced the situation these last few years. They have now been
able to turn the corner. As an Indian, I cannot help remarking that if the
Government of India bad taken the advice of Indian politicians and Indian
financiers and fixed the rate of exchange at the figure which we asked for,

haps the turning of the corner would have taken place long before now.

ir, I think it will be a os!‘?lendid opportunity for the new Fipance Member

to signalise his pericd of office in this country by taking up this question once

again and fixing such a ratio of exchange as will prove to be in the interests.
both of the Indian taxpayer and the Indian agriculturist.

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 budget
with a surplus. the different heads under which he has divided the sur-.
plus, one recommendation that bas been made is acclaimed throughout.
the country, namely, the 1eservation of Rs. 1 crore to be allotted to the different.

rovinces for the economic development and improvement of rural areas..
fknow it is already insinuated that this is a counter-blast on the part of Gov-
ernment against what Mr. 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
Rs. 1 crore has been allctted this year, it will be possible in succeeding {nearu
to allot more and more. It is for that reason that I for one favour the Indo-
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-
ginally. It was reduced to 6 per cent. some time ago, and the remaining 6

cent. is removed in this budget. That 6 per cent. represents Rs. 108

8. If we deduct Rs. 16 lakhs which Government will get back in the
shape of income-tax, it will leave Rs. 96 lakhs. In paragreph 38 it is pointed
out that the removal of the surcharges altogether would amount to Rs. 334
lakhs a year, while the removal of the tax on inccmes between Rs. 1,000 and
Rs. 2,000 would cost a further Rs. 75 lakhs, or in all Rs. 409 lakhs. I quite
admit that any recommendation which the Finance Member may make will.
not prove acceptable to all alike, but I for one believe that the country would.
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be better pleased if instead of a reduction of one-third there had been a re-
duotion 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 3 per cent. cut in
pay onl%l;‘li per cent. had been given this time and the balance of 2} per cent.
later. at 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 this 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 somewbat 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 & 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 funds.
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 cent. irredeemable Government paper. People have
been investing in this because they know that Government have denied them-
selves the liberty of paying back the capital and they also believe that the
rate of 34 per cent. on tgese securities will remain fixed for all time. It would
appear however that recently an t«::.ﬁnicm has been expreesed that, whilst
Government cannot refund the capital, 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 something less.. I do hope that will not be the case, and even if Govern-
ment have that liberty, I trust that for the satisfaction of the country at large
they will give an assurance that on this irredeemable Government paper
interest \mﬁl continue at the rate of 3} per oent. I say this, Sir, because this

per oent. security is a t favourite with the public because of the certainty
of the rate of interest. g::t charities whose incomes are devoted to different
purposes and the investments of widows and minors are invested in this parti-
sular security. Any difference in interest means a big drop in income. X
know that in the prices of commodities, rents and other details there has beem
& reduction as compared with prioes 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 cases in which
the funds 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 Fund Association,
which is having its annual meeting today. They have a capital of about
Rs. 45 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 officers and reductions in pay and the efficiency 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,

. 8ir, the Honourable Finance Member has reduced the surcharges by one -
third. The surcharges were fixed at 256 per cent. and they are now brought
down to 16§ 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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A high rate of income-tax and super-tax oripples industry, inasmuch as it
takes away 80 much money from oapitalists which they would otherwise
devote to the improvement of their existing industries or in the launching of
new industries which they are prevented from doing today. The rate of
income-tax and super-tax in this country is decidedly very high. I do not
compare it with England, but as compared with other countries we certainly
have a very high rate of income-tax and super-tax.. But in certain instances
we pay even more than is the case in Great Britain. I have the authority of
officials of the largest Canadian Life Insurance Company, a company which is
‘doing an extensive business in this country and which operates in 42 or more
‘countries thronghount the world, that they pay in income:tax more in India
than they do even in Great Britain. The reason is fthat it was pointed out
in Great Britain some years ago by life insurance companies that the profits
which they pay to their policv-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 super-tax at a lower rate than is the case in India.
T drew the attention of both Sir George Schuster and Sir Basil Blackett to
this;, but they drew my attention to the financial stringency which prevailed
in their days and they asked me not to pursue the point farther. Now, how:
ever, that conditions are better, T trust the present Finande Member will afford
relief in this matter. It does not affect life insurance alone. My Eurgpean
friends from their experience will be able to confirm what 1 say that in certain
cases they have to pay a higher rate of income and supet-tax in Indis than is
the tage in Great Britain. - ‘ L ) l
;. Mr. President, you have asked us not to unduly prolong the discussion:
1 will therefore refer to only one other point before I conclude my ramarks
and, that is in reference to paragraph 36 on page 12 of the Finance Member’s
-printed speech, headed Additional Import Duty on Salt. He. says he has.a
good. deal of sympathy with the views which have been expressed in the past
by Honourable Members from Bengrl that an impost which has the effect of
helping the lfto,duoera of Aden at the expense of the consumers of Bengal is
fundamentally unfair. I cannot endorse thak statement and I hope .l shall
?o, able to prove it, because this duty is not in the interests of Aden mann-
facturers alone, but it is also in the interests of those who produee salt on the
Western Coagt .of India. = What is more? The Finance Member says
that he would like this duty to continue for at least. the next financial yesr,

but in the same breath he goes on to say :

“1 should porhaps make it clear that if the Assembly should prefet to remove the
duty at once, in this matter at any rate we should aocept its decision **.

This I regard as.positively unfair. Aden is still o part of India. Aden may be
transferred and will be transferred, but until Aden is transferred, to diseri-
minate in the manner the Finance Member has done in this section, I repeat,
is unjust and unfair. Now, if the duty is removed, it will not be Aden manufac-
turers 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 foreign competitors.  Foreign
competition came from various parts. Hamburg still%-‘:ends 40,000 tons of salt &
year. Liverpool used to send alot. Liverpool salt is tho 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 Ttalian ports within about 100 to 200 miles from Aden.
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‘They will dump the market and the consequence will be that there will be cut-
throat prices and not only the Aden manufacturers but those on the Western
Coast of 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 sure the Congress represenitatives in the Assem-
bly will never agree to the removal of a duty which will favcur the import of
forcign salt and they will never regard Indian merchants in Aden as foreigners.
It is said that the .Bengal consumer suffers. As against the Bengal
consumer paying perhaps a fow annas more for his consumption in a whole
year, look at the positive injustice you will be doing to manufacturers on the
Wostern Coast of India and in Aden. There is salt made in the interior of the
country, but that ¢annot be carried. to Benga:l becanse of the high railway
freight, and consequently it cannot compete cither with Aden salt or with salt
coming from tho Western Coast of India. Aden salt besides is the best of
all the salts except Liverpool salt which comes into ' this country and the
Bengalee profers to pay a little more to get better salt as has been proved by
official statoments and if necessary we shall be able to satisfy the present
Finance Member as well on that point. Salt from the western ports of India
isgradually improving in quality but just at present Aden salt is distinctly
superior and the consumer cannot do without it. ki
-8ir, the question of the transfer of Aden has been before the House on
more than one ocoasion. As far hack as 26th. September, 1921 I had brought
forward a Resolution against the transfer of Aden ; again as recently as 31st
August, 1933 the Honourable the Leader of the House brought forward a
Motion to the effect .
"/ That the Guverument of. India communiqué, dased the 20th June 1883, regarding
the futyre adminietration of Aden be taken into eopsideatifon. ;.. -
Tmoved an imhendment which you, Sir, allowed tb be substituted as a subbti:

tuted Motion. My Motion was:

.- “That a represestation be made to the Secretary of State that the administration
MMO' continued under the Governrhent of India and not be transferred to the Colo-

Ly

., Trs HoNoURaBLE THE PRESIDENT: Are. you now mforrmgto the
'quest/lon ‘of éxppndimre on Aden; or to the' tmngfer of Aden ? vt

Tae HoNoUrABLE Stk PHIROZE SETHNA : No, Sir, to Aden salt. .,

. TaE HoNoUBABLE THE PRESIDENT : T have heard jou on Aden salt.
You are now speaking on the transfer of Aden ? -

Tae HoNoyraBLE SIR PHIROZE SETHNA : When this question of the
transfer of Aden was before the Huuse, I brought forward certain arguments
and I want to read just two or three sentences from that speech in order to show
that we foresaw at the time tho difficulty which has cropped up now according
to paragraph 35 of the Finance Member’s speech. I am qucting from the last
_}mra%raph of page 103 of the debates of this Council of the 31st August, 1933.

said :

o
o

‘It has been eaid that we are fighting and agitating againct this ropored transfer
toerely on the ground of sentiment. If we do o, are we not justified ! Indians have been
in Aden even befare the British. were thete. The Britith acquired Aden 94 years ago
in 1839. Indians were there before that time and becauze of the encoursgement given by
Britigh officers more Indians followed the Britich flag and particularly becaute they had
-sigurances that Aden would ever romain a'part of the Indian Empire *'. e
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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.

*! If they at any time had doubts on the subject, because of Indian experience in other
eolonies they would never have sunk their lakhs as they have dor.e in builldings, shigping
wharves, salt factories and in other concerns. They control in & great measure the trade
of the Settlement *’.

This quotation will serve to show that it is only becduse of the proposed
transfer that the Finance Member has made the recommendation to which I
have just referred. Sir, when the British Indian Delegation went to England
to confer with the Joint Select Committee, several members of the British
Indian Delegation under the leadership of His Highness the Aga Khan
waited in doputation on the Secretary of State. He assured us in reply 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 rupess, and if this recommendation is given effect to all their factories
will go to the wall, and half a crore of ru%ees will 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
s0 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 commencing from line 45. There is no reference here to the transfer
of Aden, but there is reference to the separation of Burma and the case is on
all fours with what I have mentioned. It says here :

‘* The separation of Burma from India will create a ial oa of persons in
Burma of United Kingdom domicile for whose protection inm pm will, we think,
vequire to be made in the Constitution of InXia rather than that of Burma. We refer
%o the case of companies established already in Burma with United Kingdom 1
and United Ki capital. Such companies have established themselves in Burms
a8 a province of British India and we think that it would evidently be ipequitable if, after
the separation of Burma, they are in a less favourable position in respeot of their operations
in British India than a company established at the same time and under the same condi-
tions in, say, Bombay or Bengal *’.

T say, Bir, that the case applies to Indian merchants who have gone to Aden
and spent any amount of money in improving that Settlement and therefore
Indian interests in Aden would require to be 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 1935-38,
he goes on to add that if the Assembly choses to do away with the duty im-
mediately, he for ono 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 ms,i};e what arrangement
he likes for the official year 1936-37 but not before he has held a conference
of 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 satisfac-
tory to all concerned from lst April, 1936. I am sure that there is nothing
extravagant in the suggestion that I have made and I trust that the Honourable
Mr. Tallents will convey this to the Honourable the Finance Member and see
that this request which I 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.

TrE HoNoUurRABLE 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 & surplus budget. It is a matter of some
pleasure to me, Sir, that it has been the good fortune of a Civilian from my
grovince to present the first surplus budget during the last five years that I

ave 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
oustom 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 Government of
India for what they have done to remove the sufferings of the people of Bibar.
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 this
year to help us tide over the difficulties with which we are faced. 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 Assam
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.

8ir, 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 80 numerous the time at our disposal is too short to enable us to digest
them.

8ir, coming to the budget itself, I find something very gratifying, and &
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
aocounting 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 undor head ‘‘ Interest charges’’ and ‘‘ Sinking Fund Provision ”’
have disappeared from these papers. It is not a matter of 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,
8ir, 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 1935-36
forecast shows that the expenditure will be Rs. 3438 crores. ~ This shows that
Ahere 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
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items in our home charges was interest payment. That has cothe downs
8ir, by maans of our repayment of old debts at lower rates from Ry. 20 ¢rores
and 4 lakhs to Rs. 18 crores and 92 lakhs, which means a reduvotion of'Ra. ¥
orore and 42 lakhs in interest charges. For this reduction I do not pay any
complimants beeause I find that intorest charges reduction in England is mudhk
less than it is in India. In India, 8ir, within the same period that I have dis.
cussed, the intsrest paymont has come down from, Rs. 23 crores and 38 lakhs
to Rs. 19 orores and 64 lakhs, a reduction of Rs. 3 crores and 74 lakhs, or-about
2'15 por cent. reduction by means of repayment at lower rates of interest. - Well,
in the Enzlish chargos the reduction is only of Rs. 1 crore and 42 lakhs, which
ocom>3s to a reduction of less than 7 per cent. This reduction of interest charges
in English and Indian loansishows how far our credit has either detoriorated
or wo have baan at pains to give more interest to the English lenders. What~
ever it might ba, the Government cannot be congratulated on having reduced
the Englisk interest charges by 7 per cent. while they have reduced the Indian
eharges by 15 por cent. The real reduction of external expenditure during
1934-35 is only Rs. 19 lakhs. This, Sir, I consider to be a very small decrease
and not by any means a considerable one.

"Then, Sir, I very much regrel that in the budget of His Excellency the Conas
mander-in-Chief our external obligation has gone. up by 8-4 per cent. . His
expenditure, Sir,in 1933-34 the latest actual figures that we have in the budget
papers was Rs. 1092 crores while this year he iy budgeting for an expenditure
of Rs. 11-25 crores from the revenue aceount which means an. increase of
Ra. 32 lakhs in the expenditure at the rate of 34 per cent. - In connection with
this army expenditure, Sir,' I do not think that I would be justified in cpnsider-
ing the policy or the Capitation Tribunal at this stage. That can better be
discussed at the stage when we are -considering the Finance Bill.. Therefore,
I shall not-dwell 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 Honourable the Finance
Membor says that he will probably pay back £15+40 millions of stetling loans
avhich are going to mature this year. 1 wish to stress the point that every loan
which matures in England should be paid off either from our Treasury b:fanoo!
or through rupee accommodation. We do not wish sny further English loans
to be floated. It should be the consistent policy of the Finance Department
to reduce as far as practicable and as much as they can the expenditure
which India has to finance outside., . S
Tae HoxouraBLE THE PRESIDENT : Ls it possible to raise all the loans
in India ? "

Tae HowouraBLE MR. HOSSAIN IMAM : Mr. President, in this same
paragraph, the Honourable the Finance Member says that he has got sufficient
money—about Rs. 10 crores—to start a Silver Redemption Fund at once.
If he can not find money anywhere else, ho can pay back from this and wait
before starting the Silver Redemption Fund. It is not the question whether
Government have money or not, as money is always available. Whether they
want to utilise it for this purpose or not-—that is the question ¢ 1 have always
said that Government arc always in funds. Their English balances at the
present moment is something like Rs. 80 crores. It is almost unthinkable that
they cannot find £15 millions to finance this, when they have got Rs. 80 orores
in the shape of sterling geourities. All the time that they have been taki
English loans during the last two years, I say thoy were always in funde,
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they took sterling loans in spite of that. When we were considering the
quostion of silver redemption in the Joint. Committee on the Reserve Bank
Bill, a recommendation was made that these proposals should be placed before
the two Houses of the Legislature.  Up.till now, that recommendation has not
been given offect to, and the trend of this paragraph 27 makes me doubt whether
they intend to place it at all before the two Houses. I would request the
Finance Member to place it before us and get our sanction for anpy line of
action which they may choose to take.

_ Bir, this budget as presanted is no deubt a surplus budget. In this budget,
qu'oi'ximent have tried to reduce the burden of taxation, but I would not be

unjustified in calling it a rich man’s budget. All the reljef is for the rich man.
There is no relief to the poor man. He ja nowhere in the picture. -~

Tar HoNourapix tHE PRESIDENT: ‘A crore of rupees hias been
allotted for rural, re-construction in India. . ..

S ims HoNoUrABLE Mr. HOSSAIN IMAM: That is a non-recurring
grant made out of -our past sayings. The bndget does not provide for apy
reourring reductipn of direct taxation, "whiyh.[{allg on the poor, . Take, for
instance, salt. If we are going to reducc the syrcharge, was not salt entitled
to a decrease cn the surcharge also ? That would hgve concerned the poor
man. But Government never even considered it. They are surrounded by
capitalis{s. They have made common cause with them, and therefore they
have not even thought of the poor. This one crore that has been set apart
for rural uplift has been very well described by a friend of mine from the
Assombly as a race between Mr, Gandhi and. Government. for the favours of
the rural masses. .

Tuk HONOUBRABLE LIEUTENANT-CoLONEL Nawas Sz MAHOMED
AKBAR KHAN (North-West Frontier Province : Naminated Non-Cfficial) :
But it is for somebody’s betterment, is it not ? Tt is not for the betterment of
the ricn people. Tt is decidedly for the bettexment of the poor.

. Tuk HoxouraBLE Mr. HOSSAIN. IMAM : I have very decided opinions
of Government in thesc matters. Whenever.a department is ecrcated for
giving relief or doing something for the masses, they create the department
with a host of secretarics, deputy secretaries, under . secretarios and assistant
gecretarics, and olerks in each province, who will be pampered and fed.. The
department will remain in being for three yoars. - Out of the grant, 75 per cent.
will go in pay and allowances of the officers and men serving in that depart-
ment, and perhaps 26 per cent. may reach the masses,

Tuk HONOURABLE LIEUTENANT-COLONEL NawaB Sik MAHOMED
AKBAR KHAN: Solution of unemployment !

Tue HoNouraBLE ME. HOSSAIN IMAM: That is a very good sugges-
tion] But when wo are talking of unemployment, we are thinking of hundreds
and thousands, not of unitd. You will create posts on high salaries for a fow
officers who are pets of Government or those who have not been successful in
Winning the Fopular franchise and who have been debarred from coming
into the Legislatures. '

. Tae HoNoumaBLE Mg. P. C. TALLENTS (Finance Becretary): May
I'say a word, Sir ? As I mentioned in my budget speech the other day, one
of the 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 a.pgroved by, the Government of
India. I can assure the Honourable Member that no scheme in which 75 per
cent. of the cost was to go in pay&f secretaries, deputy secretaries, under
secretaries and assistant secretaries will receive the approval of the Govern-
‘ment of India.

Tar HoNouraBLE MR. HOSSAIN IMAM: T am very glad to hear this
assurance from the Government. Let us hope that they will do something
really good. But only the future can tell us about it. My other colleagues
will stress the point as to how this money should be sgent and what the prooe-
«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
the most extreme section of the Congress, and in spite of the demands og all
these people for an export duty on gold, Government 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. If Government had
imposed even a small duty of 2 per cent. on gold exports, they would have

ained Rs. 5 crores during the period the gold exports have been going on.
%t. would not have been a hard duty when you know that these people were
making 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 absclutely 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 that their own financial position may be eased. We, Indians, have no
standing 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 France, it is liquidated tarough
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