
THE

COUNCIL OF STATE DEBATES

V o lu m e  |, 1 9 3 8

{14th February to 8th April, 1938)

THIRD SESSION
OF THE

FOURTH COUNCIL OF STATE, 1938

V, '»>• V­
. ' , ', *«f ^

P u b l i s h e d  b y  t h e  M a n a g e r  o f  P u b l i c a t i o n s ,  D e l h i ;  *

PRINTED BY THE MANAGER, GOVERNMENT OF INDIA P r ESB, N e w  DELHI.
1038.

Saturday, 26th February, 1938



CONtTENtTS.

Pages.

Monday, 14th February, 1988—*
Members Sworn # * • * v ' • • • • • • 1
Questions and Answers . . * . • • • • • —33
Information promised in reply to questions laid on the table . . . 33—62
Messages from His Excellency the Governor General . . . . 62-—63
Committee on Petitions . . . . . . . . . 63
Congratulations to recipierits of Honours . . . . . . 65—64
Governor General’s Assent to B i l l s .......................................................... 64
Bills passed by the Legislative Assembly laid on the table . . . 64—65
Message from the Legislative Assembly . . . . . . 66
Death of Sheikh Mushir Hossain Kidwai . . . . . . 66
Presentation of the Railway Budget for 1938-39 . . . . . 66—72
Standing Committee for the Department o f Education, Health and

Lands . . . . . . . . . . . 72
Standing Committee for the Department o f Commerce . . . . 72— 73
Statement of Business . . . . . . . . . 73

Thursday, 17th February, 1088—
Member Sworn ...................................................................................... . 75
Questions and Answers . . . . . . . . . 75___80
Death of Sir Prabhashankar Pattani . . . . . . . go
Information promised in reply to questions laid on the table . . . go__ gi
Standing Committee for the Department of Labour . . . . 81___82
Repealing Bill—Considered and p a s s e d ................................................ 82
Dangerous Drugs (Amendment) Bill—Considered and passed . . . 82__ 83
Insurance Bill—Further amendments made by the Legislative Assembly

agreed t o ............................................................................................... 83—93
Indian Companies (Amendment) Bill—Considered and passed . . 93.__gg
Standing Committee for the Department o f Eduoation, Health and

L a n d s ............................................................................................... 06
Standing Committee for the Department of Commeroe . . . . 06

Friday, 18th February, 1988-
Questions and A n s w e r s ......................................................... ......... 97__98
General Discussion of the Railway Budget, 1938-39 . . . 93__145

Maria* 81st February, 1988-
Member Sworn 4 247
Questions and Answers ............................................................................ 247..........159
Resolution re Indians in British Guiana—Adopted . . . . 159 266
Cutchi Memon Bill-—Motion to refer to Select Committee, adopted . 166—107
Resolution re military training for Indians—Negatived . . , . 267___ 179
Criminal Procedure Code Amendment Bill (Jury trial in sedition cafteg)*_

Motion to consider, negatived 279___ 187
Durgah Khawaja Sahib (Amendment) Bill—Considered and passed, an

• m en d ed ...............................................................................................187—190
Standing Committee for the Department o f Labour . . . . 290



Paoba. #
Thursday, 84th February, 1938—

Questions and Answers . . • ; . . . . . 191__194
Killing re impropriety o f premature publication o f questions and resolu-

tious • ............................................................ ....
Information promised in reply to questions laid on the table . . . 197
Transfer o f Property (Amendment) Bill—Introduced . . r 198
Resolution re stabilisation of the price of wheat, cotton, etc. Negatived 198 214
Resolution re increase in number o f cadets admitted to the Military

Academy, Dehra Dun—Negatived . . . 214___234
Resolution re Indo -British Trade Agreement—Moved . . . . 234
Statement of Business . . . . . . . . 235

Saturday, 26th February, 1988—
Cutchi Memon Bill—Presentation of the Report of Select Committee . 237
Presentation of the General Budget for 1938-30 . . . . . 237—245

Wednesday. 2nd March, 1988-
Member Sworn . . . . . . . . . . . 247
Questions and A n s w e r s ................................................................... 247—261
Ruling re Supplementary questions . . . . . . . 261— 267
Information promised in reply to questions laid'on the table . . . 267
Bill passed by the Legislative Assembly laid on the table . . . 267
Standing Committee for Roads, 1938-39 . . . . . . 267__268
Manoeuvres, Field Firing and Artillery Praotice Bill—Considered ~ .

p a s s e d ......................................................................................  268—272
Destructive Insects and Pests (Amendment) Bill—Considered and passed . 272—273
Resolution re Draft Convention and Recommendations relating to safety

in the building industry—A d o p t e d ................................................ 273—278

Friday, 4th March, 1988—
Questions and A n s w e r s ............................................................................  279—283
Standing Committee on Emigration . . . . . . . 283
General Discussion o f the General Budget for 1938-39 . . . . 284—307

Monday, 7th March, 1988— •
Questions and Answers . . .........................................................  809—318
Bill passed by the Legislative Assembly laid on the table . . . 318
Resolution re Indo-British Trade Agreement—Withdrawn . . . 318—344
Cutchi Memon Bill—Considered and passed, as amended • • • 344—846
Child Marriage Restraint (Amendment) Bill—Considered and passed . 346—354
Muslim Dissolution of Marriage Bill—Introduced • . . . . 854
Resolution re construction of a railway between Dacca and Aricha— 4

Withdrawn 354" ■ 359-
Motion re amendment of the Standing Orders—'Disallowed . . . 359— 360
Standing Committee on Emigration . . . . . . . '360
Standing Committee for Roads, 1938-39 ...................................... 360

Thursday, 10th March, 1988—
Member Sworn . . . • # • • • • • * 361
Questions and Answers . . . . * • « • • S61—366
Resolution re distribution of Defenee expenditure between the liand, sea

and air forces—Negatived . . .  . . . . .  . . 366—383
Resolution re reduction in Defence expenditure—Negatived . . . . 883—401



til

Pages.
Thursday, 10th March, 1088—contd.

Resolution re establishment o f a Supreme Court of Criminal Appeals—
To be con tin ued ......................................................................................  401—406

Statement o f Business . . . . . . . 406—407
Thursday, 17th March, 1088-

Member Sworn . . • . . . . . . . . 400
Messages from His Exeelleney the Governor General . . 400
Indian Finance Bill, 1938, laid on the table . . . 410.

Monday, 21stMarch, 1088-
Questions and Answers . ’ ................................................ . 411—441
Information promised in reply to questions laid on the table . . . 441—442
Bills passed by the Legislative Assembly laid on the table . . . 442
Resolution re establishment of a Supreme Court of Criminal Appeals-—

W i t h d r a w n ...................................................................................... 442— 466
Resolution re surcharge on railway freight on coal—Negatived . . 460—462
Resolution re Goyermqent recruitment and unemployment—Withdrawn. 462—481
Statement o f Business . . . . . . . .  , 481

Tuesday, 22nd March* 1088-
Questions and Answers . . . . . . . . . 483__489
Central Advisory Council for Railways . . . . . . 489—490
Indian Finance Bill, 1938—Considered and passed . . . . 490__499

Wednesday, 23rd March, 1088-
Member Sworn 501
Questions and Answers, . . . . . . . . . 501__502
Indian Tea Control Bill—Considered and passed . . . . . 502__603
Workmen’s Compensation (Amendment) Bill—Considered and passed,

as a m e n d e d ...................................................................................... 503— 507
Standing Committee for Roads . . . . . . . . 507
Central Advisory Counoil for Railways . . . . . . 507— 508
Statement of Business . . . . . . . . . 508

Friday, 1st April, 1988—
Members Sworn . . . . . . . . . . 509
Questions and Answers . . . . . . . . . 509— 518
Congratulations to the Honourable Sir Thomas Stewart, on his appoint­

ment as Officiating Governor of Bihar and to the Hon< urable Mr. A. G.
Clow on his appointment as Officiating Member o f the Govern* r 
General’s Executive Council . .. ., .. . . . 619

Presentation o f a mace to the Council o f State by the Honourable Maha-
rajadhiraja Sir Kameshwar Singh o f Darbhanga . . . . 519

Information promised in reply to questions laid on the table . . . 520
Statement laid on the table . . . . . . . . 520
Bills passed by the Legislative Assembly laid on the table . . . 520 521
Messages from the Legislative Assembly . . . . . . 521
Standing Advisory Committee for the Indian Posts and Telegraphs

Department . . . . . . . . . . 521
Trade Disputes (Amendment) Bill—Considered and passed, as amended . 621__ 643
Hindu Women’s Rights to Property (Amendment) Bill—Considered and

p a s s e d ............................................................................................... 543—541
Central Advisory Council for R a i l w a y s ...................................................................... 5 4 7 ______ 5 4 3



Paobs.
Monday. 4th April, 1988-

Member Sworn  ................................................ 549
Questions and Answers ................................................................... 549— 555
Information promised in reply to questions laid on the table . . 565
Standing Advisory Committee for the Indian Posts and Telegraphs De­

partment . . . . . . . . . . . 566
Central Advisory Council for Railways . . . . . . 566
Resolution re declaration o f the birthdays o f Guru Nanak Dev and Guru

Gobind Singh as holidays—Negatived . . . . . . 566—567
Resolution re subjection to income-tax o f the interest tin sterling loans

and pensions paid fr< in Indian revenues—Negatived . . . 567—586
Resolution re discrimination against Indians settling in the Highlands of

Kenya—Adopted . . . . . . . . . 585— 593
Resolution re formation of a national army recruited frcm all classes and

provinoes—Negatived . . . . . . . . . 594— 606
Indian Successic n Act (Amendment) Bill—Motion to refer to Select

Committee, adopted . . . . . . . . . 606
Statement of Business . . . . . . . . . 606— 607

Thursday, 7th April, 1938—
Member Sworn 609
Questions and Answers . . . . . . . . . 609—618
Bills passed by the Legislative Assembly laid on the table . ♦ . 618
Message from the Legislative A s s e m b l y ................................................ 614
Sugar Industry Protection (Temporary Extension) Bill—Considered 

and passed . . . . . . . . . .
Sind Salt Law Amendment Bill—Considered and passed . . . 6HJ—617
Indian Coffee Cess (Amendment) Bill—Considered and passed . . 617
Standing Advisory Committee for the Indian Posts and Telegraphs De­

partment . . . . . . . . . . . 618

Friday, 8th April, 1988—
Questions and Answers . . . . . . . . . 619—623
Information promised in reply to questions laid on the table . . . 623
Statement laid on the table . . . . . . . . 624— 665
Standing Advisory Committee for the Indian Posts and Telegraphs pe-

partment . . . . . . . . * . . . 666
Tariff (Amendment) Bill—Considered and passed . . . 666—667

Trade Disputes (Amendment) Bill—Cc nsidered and passed . . . 667
Delhi Joint Water Board (Amendment) Bill—Considered and passed . 668
Child Marriage Restraint (Second Amendment) Bill—Considered and

passed 668— 68Q



COUNCIL OF STATE.

Saturday, 26th February, 1938.

The Council met m the Council Chamber of the Council House at Hail 
Pbst Five of the Clock, the Honourable the President in the Chair.

CUTCtll MEMON BILL.

The H onoubable  Mb . ABDUR RAZZAK HAJEE ABDUS SATTAR
(West Bengal: Muhammadan): Sir, I beg to present the Report of the Select
Committee on the Bfll to make it obligatory for all the Cutchi Meraons to
be governed in matters of succession and’inherritance by the Muhammadan Law.

PRESENTATION OP THE GENERAL BUDGET FOR 1938 39.

T he H onoubable  Mb. J. C. NIXON (Finance Secretary): Sir, framing
a budget—and especially the receipt side of it—for the Government of
India is seldom a task which one undertakes with confidence and in recent
years there have been many internal and external factors to render the process
even more difficult.

As usual I have to give some account of three different years :—
(a) the past year whioh finished on 31st Marcfa last, 1936-37,
(b) the current year about to end, 1937-38, and
(c) the year ahead, 1938-39.

In February last I stated that our revised estimates for the year 1936-37
were expeeted to lead to a deficit of Rs. 197 lakhs, whioh would be reduced by
Rs. 5 lakhs by the collection during the month of March, 1937 of the enhanced
duties on silver and sugar. The aotual deficit for that year came to Rs. 179
lakhs. The excise duty on sugar amounted to Rs. 29 lakhs more than we anti­
cipated, while there was an increase of Rs. 18 lakhs (net) from the export duty
on jute and a similar increase from the duties on motor spirit. But in the other
direction, import duties on non-British ootton fabrios fell Rs. 35 lakhs below
our figure and silver imports furnished Rs. 12 lakhs less than we had counted
on. Currency and Mint produced Rs. 21 lakhs morse than we expected but our
interest receipts were down by about the same amount. There were other
minor variations one way and the other.

The closing months of 1936-37 had exhibited a decided advance in railway
receipts and, despite a still further deterioration under imported ootton piece
goods and a slowing up of silver imports, a marked general improvement
in customs receipts.

The budget for the current year 1937-38, after taking credit for the whole
Rs. IM  lakhs of the Revenue Reserve Fund created out of the surplus of the
year 1.935-36, resulted in a small surplus of Rs. 7 lakhs. Hie revised estimates

.......... (  2 3 7  ) A '
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show an increase of Rs. 390 lakhs on the receipt side and Rs. 323 lakhs on the 
expenditure side leading to a net improvement of Rs. 68 lakhs. Hence we 
shall require only Rs. 109 lakhB from the Revenue Reserve Fund and shall 
carry forward the remaining Rs. 75 lakhs.

The progress in railway returns to which I have alluded continued till the 
autumn of 1937, after which the gross receipts fell actually below those of the 
previous year. On the supposition that this decline will be somewhat arrested 
in the remaining creeks of the present year, we have assumed, as the House now 
knows, that we shall reoeive in the current year a contribution of Rs. 283 lakhs 
from the Railways.

Under Customs and Central Exoi#e duties a net improvement of Rs. 191 
lakhs is now anticipated. Motor spirit is expected to produce Rs. 45 lakhs, 
motor vehicles Rs. 41 lakhs and machinery Rs. 42 lakhs more than the budget 
figures, and there are smaller increases under a large number of other heads. 
However, non-British cotton fabrics (owing mainly to the China-Japan war) 
are expected to be down by Rs. 70 lakhs, while, despite this apparent oppor­
tunity, the prices of cotton fabrics of British manufacture still seem to be out 
of the reach of the Indian consumer, and we are likely to realise Rs. 59 lakhs 
less than we had reckoned on under this head. Further, the large imports of
silver continued to slacken off in the current year and we expect to get 
Rs. 128 lakhs less in customs duties on that account. These reductions 
reflect a continuance into the current year of the declines which had 
already shown themselves towards the end of 1936-37.

The proceeds from Taxes on Income in 1937-38 are expected to amount to
Rs. 15 crores in plaoe of the Rs. 14 crores 30 lakhs budget figure, suggesting 
that, despite the fall in imports during 1936-37, business on the whole in India 
was on the upward trend.

We now expect an additional Re. 10 lakhs from salt duties and an extra 
Rs. 17 lakhs from Mint receipts—the latter due to an increased absorption of
small coin.

In the other direction the effects of section 33 (0) (c) of the Reserve Bank 
Act, inserted for the purpose of preserving the liquidity of the Bank’s starling 
assets, have, as a consequence of the low yields on short dated sterling securi­
ties been more severe than we had expected and have reduced the surplus 
profits payable to Government by nearly Rs. 40 lakhs below our anticipations. 
There is also a reduction of Rs. 9 lakhs under “ Payments from Indian States ”
representing a decision to remit any tribute in excess of 5 per cent, of its 
total revenue payable by a State to the Central Government. This 
contention is one of some years’ standing and the circumstances of the 
current year, in which, aB I shall describe later, we are relinquishing part of
the Income Tax receipts to provinces, render it difficult to resist it any 
jonger irrespective of the Federation issue.

Under Posts and Telegraphs we anticipated a small surplus of Rs. 4 lakhs 
in 1937-38. Owing partly to the postponement of the Empire Air Mail scheme 
but still more to increased receipts, esf ecially from telephones and stamps, 
the accounts of the department as maintained in the past are now expected to
show a favourable balance of Rs. 43 lakhs.

I turn to the expenditure side of the revised estimates for 1937-38;
O f th e  to ta l increase o f R s . 322 la k h s , the defence se rv ice s acco tfht fb i 

R s . 2^0 la k h s , o f w hich the m ain  ite m , a m o w tijig  to  Jtp . 170 la k h s , is  o f course
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the cost of the Waziristan campaign. Incidentally, the abandonment oj£ the 
Lahore abattoir is likely to cost the taxpayer of India an unremunerative 
Rs. 26 lakhs instead of the Rs. 50 lakhs at one time feared. Other substantial 
items vhich have contributed to the anticipated excess on defence estimates 
arp :—

(a) an additional Rs. 10 lakbs allotted in advance for the reconstruction
* of Quetta;

(b) Rs. 10 lakhs to meet rises in prices ;
(c) Rs. 8 lakhs towards the cost of the re-orgahisation of the British

cavalry and infantry ; and
(d) Rs. 16 lakhs net representing the cost, of various improvements

granted by His Majesty’s Government in the conditions of British 
troops in order to stem a falling off in recruitment.

Returning to the civil side of the budget for 1937-88, we have to meet an 
extra Rs. 72 lakhs under interest, mainly on account of maturing post office 
cash certificates carrying a comparatively high rate of interest. This is partly 
due to heavier encashments last year which depleted the special fund created 
for the purpose by Rs. 36 lakhs more than was anticipated, and partly, to the 
extent of Rs. 35 lakhs, to an actual increase in certificates presented for encash­
ment this year. Fortunately the certificates maturing in the years ahead 
carry a lower rate of interest, but on the other hand the special fund is now 
exhausted.

The only other large variation on the expenditure side of the estimates of
1937-38 to which I need specially refer is Rs. 25 lakhs extra under Tribal 
Areas connected with the construction of roads in Waziristan following on the 
military operations. Actually over Rs. 49 lakhs will have been expended on 
these objects but the balance of the money previously set aside for roads in 
Tribal Aieas was also utilised for this purpose.

There are certain variations in the budget figures for 1937-38 arising out 
of the various adjustments with provinces effected at the introduction of the 
new Act. More accurate calculations in the light of later figures show that we 
shall receive Rs. 18 lakhs less from Burma the earlier and rougher figures indi­
cated. The extra 12£ per cent, of jute duties assigned to provinces, consequent 
on an increase in the yield of the duties themselves, amount to Rs. 3 lakhs 
more than the budget figure, while debt adjustments with the provinces are 
costing about a crore instead of the Rs. 90 lakhs in the budget.

There is one matter arising out of the consolidation of the debts of pro­
vinces which it will bo convenient to refer to at this point. The capital portion 
of the repayment instalments of debts due to the Government of India is nor­
mally taken to “ reduction of debt ” outside the budget, and really 
forms an addition to the Rs. 3 crores provided for this purpose within the 
budget. An unforeseen consequenoe of allowing the provinces to choose half 
yearly dates convenient to themselves for repaying their consolidated debts 
is that the capital element in the initial year 1937-38 will be greater and the 
interest element smaller than will correspond to a period of a year. We propose 
to adjust this by making a reduction of Rs. 48 lakhs in the budg t provision for 
1987-38 for the reduction or avoidance of debt. Honourable Members need 
not be apprehensive, as I can assure them that this is merely an adjustment and 
does not mean that a smaller total sum will in fact be devoted to the reduction 
or avoidance of debt than was intended at the time of framing the budget.
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1 now turn to a topic which some wiQ regard as the most important of tfcje 

year. Most of the provinces and practically all of those who spoke and wrote 
for them, seemed to regard the Niemeyer formula as meaningless in practice 
during the first five years of its operation. We ourselves a year ig6
certainly did not anticipate that it would prove to be operative during the 
current and first year. As I have already said, we now anticipate a gross return 
of Rs. 15 crores under Taxes on Income during 1937-38. After deducting 
from this figure super tax on companies, the taxes collected in centrally ad­
ministered areas and on salaries paid from central revenues—which belong 
intrinsically to the Centre—and the cost of collection, what may be called the 
sharing balance is expected to amount to Rs. 11 crores 55 lakhs. To this 
figure has to be added the anticipated surplus, Rs. 283 lakhs, of railways. 
Of the total of Rs. 14 crores 38 lakhs, the Centre is entitled during the first 
five years to retain Rs. 13 crores, leaving Rs. 138 lakhs of Taxes on Income 
for distribution to the provinces in 1937-38. The provinces will receive credits 
befora the end of March on the bask of the latest estimates we can at that 
stage make. Until the recession in railway receipts began to occur, it 
looked as if the sum to be assigned to the provinces would be greater than 
Rs. 138 lakhs. However, the eventual amount is not for the Government 
of India to decide. It will be calculated by the Auditor General when the ac­
counts are complete and any necessary adjustments will be done in 1938-39.

I would like at this stage to recount the additional resources which have 
been given to provinces from central—or at any rate previously oentral— 
revenues in comparatively recent years :—

Rs.
Lakhs.

(a) Cash subventions to Sind, Orissa, Assam and the U. P.
in 1037-38 ...................................................... ........ 212

(6) Debt cancellations ...................................................... 100
(c) Jute duties (1 0 3 7 -8 8 ) ............................................. 273
<rf) Road fund grants (1 0 8 7 -3 8 ).................................... 141
(e) Various small g r a n t s ............................................. IS
{f) The present devolution of Income Tax . . . 188

These total nearly Rs. 9 crores, not to mention the nearly Rs. 10 crores of
Meston contributions eventually remitted in favour of the provinces. And in 
addition to these burdens whioh the central budget has had to digest, there is 
the Rs. 2\ crores loss on the separation of Burma.

I shall make one further digression before describing the estimates of the 
coming year and say something about our ways and means estimates.

The Government of India have not entered the regular borrowing market 
this year, but next year we have the option of redeeming about Rs. 19 crores 
of debt carrying 5£ per cent, interest. We have however in the current year, 
through the agency of the Reserve Bank, done something towards dimmishlng 
our external debt obligations (at the same time as we have made a little profit) 
by purchasing and cancelling over Rs. 2} crores of Indian sterling terminable 
securities, and by the issue of rupee paper to the extent of a little over another 
crore in place of non-terminable Indian sterling securities purchased in England. 
Further, sterling railway debentures of the value of about 1£ millions sterling 
have been redeemed this year while we hope to retire a further £4 millions in the 
coming year.
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We also expect to have transferred about 4 millions sterling to the Family 
Pension Funds Commissioners before the end of the present year leaving a 
further 0 millions sterling or so to complete the transactions, we hope, by the 
end of 1938-39. Apart from these transfers also reducing India's external 
liabilities, they will also save us something in the way of interest.

We issued Rs. 5 crores of treasury bills to the Reserve Batik last April in 
return for silver rupees under the terms of section 36 (1) of the Reserve Bank 
Act, and we shall almost certainly be called upon to do the same in 1938-39, 
Despite these transactions, and the others which I have described in connection 
with the seduction of our sterling obligations, the amount of treasury bills out­
standing at the end of the next year should mot be more than about Rs. 40 
crores. We expect about Rs. 2$ crores more cash certificates to be presented 
for payment this year than we counted on last February, and we are assuming 
that a net Rs. 3£ crores will be retired next year. This is to some extent 
m natural, and in some senses a not unwelcomed, consequence of the reduction 
in the rate of interest.

In our revised estimates we are assuming that savings bank deposits will 
increase this year by about Rs. 4J crores instead of the Rs. 8 crores entered in 
the budget, while next year we assume that the increase will be Rs. 5 crores.

I am now able to come to the estimates for the year 1938-39 immediately 
before us. I shall be able to mention only the lalger and more important ele­
ments and figures. There are many other relatively dmall variations, one 
way or the other, entering into the aggregate figures.

There are, as I have already suggested, special difficulties at the present 
time in estimating the likely receipts next year under the important heads, 
customs and central excise duties. In America conspicuously, and in Britain 
to a less extent, the Indexes of trade activity are less favourable at the moment 
than they were six months ago. The recession in the earnings of Indian Rail­
ways provides a pointer to general trading conditions in India whioh cannot 
be overlooked. The latest customs returns themselves show that the earlier 
strength of import business is not being fully sustained. The Indian cotton 
grower, certainly at the moment, has less to spend than he recently had. In 
the long run, imports are paid for by exports. The year 1936-37 was a good 
year for Indian exports and this is reflected, with the usual lag, in our increased 
import duties during 1937-38. But 1937-38 has not been so favourable a year 
for exports, and the likelihood is that our customs returns in 1938-39 will be 
affected. Also, around the beginning of the current year there was a marked 
rise in price levels, while the more recent tendency is downward. As most 
of our customs duties are on an ad valorem basis, this factor also is likely to 
lead to lower customs revenue. On the other hand some of the items in our 
customs schedule are less dependent on general trade conditions and, for ins­
tance, we anticipate in 1938-39 a continuing increase of revenue from motor 
spirit.

However it would be foolish to ignore the trend disclosed by the latest 
returns although it is perhaps not necessary to take a pessimistic view of the 
future. Taking, as far as we are able, all these factors item by item into ao- 
count, we estimate our revenue next year from Customs and Central Excise 
duties at Rs. 60 lakhs below the revised estimates of the current year. But 
when Honourable Members come to study their budget papers they will notice 
that the difference appears to be only Rs. 10 lakhs. This apparent discrepancy 
is due to twofaccounting changes, In the first place, the share of the match duty 
paid to Indian States was formerly deducted in the accounts from the revenue
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aide. It has now been decided that it is more correct to show the proceeds 
grow and to exhibit the amount to be paid to the States—Rs. 32 lakhs in 1938- 
39—as expenditure. Another change results from a decision to bring the 
Defence Services into line with the general practioe of Government and not 
to remit, ad formerly, the duty payable on the petrol and kerosene used by 
those services. This adds a sum of Rs. 18 lakhs to both the revenue and 
expenditure sides of the budget.

As for Taxes on Income, the House is aware that it is the intention of 
Government to introduce an amending Rill this session. The increased revenue 
expected thereby will of course not accrue before the year 1939*40. But in 
view of the trade activity during the main part of the current year, and of the 
various administrative measures which we are taking and are about to take, we 
are budgeting for an improvement of Rs. 26 lakhs in 1938-39 over the revised 
figures of the present year. If this estimate is fulfilled, and if the expectations 
ot a surplus of Rs. 256 lakhs in the Railway Department are realised, the 
amount of Income Tax to be distributed to the provinces next year will be 
Rs. 128 lakhs. *

May I at this stage remind Honourable Members that practically the 
whole of any increased yield from Taxes on Income resulting from the 
amending Act will for the first two or three years accrue almost entirely to the 
provinces and thereafter one half of the benefit. And I hope I may anticipate 
that the House will bear prominently in mind the interests of provincial re­
venues in deciding the attitude they will adopt towards that measure.

B u rm a’s payment on account of Indian pensions will be about Rs. 5 lakhs 
less in 1938-39 than in the current year, while Burma will, under the monetary 
agreement between the two countries, be due to receive in 1938-39 about Rs. 6£ 
lakhs on account of the profits on subsidiary coinage earned in 1937-38 and of
the profits of the Reserve Bank for 1937. In the other direction there is an 
increase of about Rs. 8 lakhs under the interest head.

1 n,w intend to deal at somewhat greater length with the figures of the 
Posts and Telegraphs Department. The postponed Empire Air Mail Scheme 
will be in operation in 1938-39 and is expected to add Rs. 11 lakhs net to the 
cost of the Department. But there are two other elements which will affect 
the accounts of 1938-39. The Public Accounts Committee last year correctly 
recommended that the amounts provided for the commutation of pensions 
(which constitute as regularly recurring an item as any other pensionary charge) 
should be met directly from current revenues and not in the first instance from 
capital. This is particularly pertinent in regard to departments like the Posts 
and Telegraphs and Railways which purport to maintain their accounts on 
commercial patterns, as otherwise they will not be meeting their full current 
liabilities. It has therefore been decided to make the change in these two 
departments, which will increase the charges of the Posts and Telegraphs 
department by Rs. 18J lakhs next year. It would have been more appro­
priate had the Posts and Telegraphs Department undertaken this liability 
at the time of their deciding to disburse their pensionary charges direct instead 
of by way of a contribution. The second matter bears on an outstanding 
liability of the Posts and Telegraphs Department amounting to Rs. 204 lakhs 
representing accumulated losses on press telegrams. Telegraph administra­
tions in practically all, if not all, parts of the world have to bear this charge.
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It has now been decided that the Posts and Telegraphs Department shall 
extinguish a half of this liability out of the unnecessarily high balance in the 
Renewals Fund, which repayment will be treated in the civil accounts as. a 
capital receipt.

Another portion will be liquidated by part of the surplus of the current 
year, and the rest will be discharged by annual payments. The present cost 
to the department, including loss of interest on the Renewals And, will be 
Rs. lJfy lakhs a year.

With these changes, the accounts will very much more accurately represent 
the true financial position of that department than in the past, and, after 
making these provisions, the receipts and expenditure of the Posts and 
Telegraphs Department during 1938-39 are expected roughly to balance. J 
may m ntion also at this point that we are introducing from 1938-39 a change 
in the manner of providing the capital for what is proving a very remunerâ  
tiye expansion of Telephone servioes.

T will at this stage dispose of various comparatively miner ekmchts on 
the expenditure side of the budget for 19S8-39 before dealing with Defence 
Estimate

Under Interest, owirg to various causes operating one way and the other, 
there will be a decrease of about Rs. 22 lakhs as compared with the revised 
estimates for the present year. A sum of Rs. 32 lakhs payable to States as 
tl eir share of the match excise will, as I have explained previously, appear 
for the first time as expenditure with a correspond ng increase on the revenue 
side. There is expected to be a larger allocation to the Road Fund by Rs. 29 
lakh , an automatic consequence of an anticipated increase in the consumption 
of motor spirit. The payments to the States of Cochin and Travanco e under 
the Cochin Port agreement are expected to increase by Rs. 16 lakhs following 
the increase in Customs collections. Disbursements against the earmarked 
portion of the sugar excise will be about Rs. 10 lakhs heavier in 1938-39 than 
in this year. There will be a considerable reduction of course in the provision 
for roads in Waziristan, but this is partly offset by the amount provided for the 
first substantial start on civil reconstruction in Quetta. It has been necessary 
to provide about Rs. 18 lakhs more for the expanding Civil Aviation and Broad­
casting Departments, to add Rs. 6 lakhs on account of the scientific depart­
ments, increase by Rs. 12 lakhs the allotment to the Stationery and Printing 
Department, to provide for such new items as the Federal Court, and to furnish 
s me thing of the order of Rs. 10 lakhs extra for strengthening the revenue 
producing departments. Taking all these elements and the minor changes 
infto consideration the civil expenditure estimates are expected to be Rs. 124 
lakhs higher than the corresponding current year’s revised figure.

I now come to Defence Estimates for 1938-39 for which we are providing 
Rs. 45 crores 18 lakhs. This is Rs. 204 lakhs below the revised estimate for the 
current year, but it is Rs. 56 lakhs above the budget figure. Eighteen lakhB of
this, as I have observed previously, is on account of petrol and kerosene and 
ip accompanied by an increase on the revenue side. This leaves an increase 
of Rs. 38 lakhs. But owing to shortage of British troops in Indin there is 
expected to be a reduction of expenditure under the ordinary heads, after 
meeting the cost of improved conditions of service of which I have already 
spoken, of about Rs. 90 lakhs in 1938-39. Hence there |s reaily a sum of
fts , J2 8  la k h s  to  a o o o w t fo r, . •
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I must again make a break in my narrative to speak of two recent arrange­

ments with His Majesty’s Government in regard to Defence Expenditure in 
India. It has been arranged that we shall in future retain the sum of about 
Rs. 17 lakhs a year which we used to pay in one form or another to His 
Majesty’s Government as a sort of Navy contribution, and devote it specifi­
cally to the development of the Royal Indian Navy. It is a condition of this 
arrangement that we shall continue to maintain a sea-going fleet of not less 
than six vessels to co-operate with the British Navy in the defence of India’s 
shores and in addition that we shall continue our responsibility for the local 
naval defence of India’s ports.

The other arrangement with His Majesty’s Government was announced 
last November, and I need only remind the HouBe that towards the sum of
about Rs. 2 crores which will be spent in mechanising British cavalry and 
infantry in India, His Majesty’s Government has agreed to contribute Rs. 80 
lakhs over three years, of which sum Rs. 27 lakhs will be received in 1938-39. 
Incidentally, the change when completed will reduce the maintenance charges 
of these units by about Rs. 16 lakhs a year.

Hence I must add Rs. 27 lakhs to the Rs. 128 lakhs which I previously 
mentioned, leading to a total increase of Rs. 155 lakhs to explain.

A part of this, to the extent of about Rs. 70 lakhs, represents an increase 
in what are called standing charges, of which the most important elements are 
Rs. 21 lakhs under Ordnance Services and the restoration of cuts amounting to 
about Rs. 24 lakhs made last year in the sinking funds provided for the Royal 
Indian Navy vessels and for mechanical transport vehicles. The balance of
Rs. 85 lakhs will be devoted to the mechanisation scheme. However, even this 
does not complete the account of our defence expenditure for next year. We 
intend to appropriate an unearmarked balance of Rs. 35 lakhs in the Defence 
Reserve Fund, and to supplement this to the extent of Rs. 45 lakhB by drawing 
temporarily on other earmarked portions of tlie Reserve Fund which are not 
immediately required. Among the objects on which these additional resources 
will be spent are measures for coast defence, the construction of a factory in 
order to render India self-sufficient in the supply of high explosives, and the 
mechanisation of certain Indian units of the Army.

Last year, I voiced some of the fears of His Excellenoy the Commander- 
in-Chief as regards the serious inadequacy of the provision for the Defence 
purposes of India, and the House is not unaware of Government’s belief that 
the level of Defiance expenditure in recent years has been maintained only by a 
dangerous curtailment of defence services, many of which oould at the best 
be regarded only as postponements. In the face of the world situation of
today and of the enhanced expenditure on armaments in practically all 
countries, it must have been borne in upon Honourable Members that an 
increase in the Defence estimates of India was inevitable. In the circumstances 
of the moment it might be regarded as a matter for congratulation that the 
aotual increase is, comparatively speaking, so modest and can be to this extent 
achieved without serious budgetary consequences.

I am in a position now to bring together the total figures for 1938-39. 
Apart from the Revenue Reserve Fund, but taking into account the anticipated 
distribution in both years of income tax to provinces the revenue side of the 
budget is expected to be Rs. 37 lakhs less than in the current year. Under 
Defence Ra. 204 lakhs less are being provided than in the revised estimates of
the current year, but other expenditure is estimated to be tip by Rs. i^klkbfrr
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The net decrease on the expenditure side is therefore Rs. 80 lakhs. Hence
taking into account the Rs. 75 lakhs from the Revenue Reserve Fund we
g e t:—

This, one must confess, is a very different picture from the somewhat
roseate estimates which have been indulged in by seme of the newspapers.
But in extenuation of their optimism it has to be acknowledged that they have
not access to such recent returns as Government have, while we ourselves, had
we been so venturesome as to have made predictions at an earlier part of the
year, might have anticipated a better final result. But the fact has to be faced
that, despite the taxation measures of last year, we have not yet, by something
between a half and three-quarters of a crore, achieved budgetary equilibrium.
It is evident that if we are to continue to fulfil our obligations to the provinces
under the Niemeyer Order-in-Council the greatest care will need to be exercised
in conserving central resources. Although differences of opinion naturally
enough arose during the recent informal conference of Finance Ministers, the
friendly exchange of views did prove, we believe, an acceptance of the essential
unit of British India and the need for mutual understanding. And the Govern­
ment of India believe that their proper contribution at the moment to the suc­
cess of provincial autonomy is to endeavour to maintain the efficiency of the
services for which they have been made responsible, and to ensure their meet­
ing the various other obligations, largely to the provinces, imposed on them by
or under the new Act.

Revenue
Expenditure
Surplus

Rs.
Crores.

86
86

Rs.
Lakhs.

92
88
9

The Council then adjourned till Eleven of the Clock on Wednesday, the
2nd March, J 938.




