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COUNCIL OF STATE.
Thursday, 30th March, 1939.

The Council met in the Council Chamber of the Council House at Eleven
of the Clock, the Honourable the President in the Chair.

: MEMBER SWORN :
The Honourable Mr. Hugh Dow (Commerce Secretary).

QUESTIONS AND ANSWERS.
RATE WAR oN THE KONKAN CoOAST.

223. THE HONOURABLE Ral BaHADAR Lana RAM SARAN DAS: Will
Government state :

(¢) Whether they are aware of the uneconomic and relentless rate war
between shipping companies operating on the Konkan Coast ?

(b) The steps taken by these shipping companies in response to Govern-
ment’s letter of February, 1938 urging the companies to end the rate war by
.coming to an amicable settlement ? _

(¢) Whether the companies concerned have agreed to an amicable settle-
ment either through negotiations among themselves or through arbitration ?

(d) Whether in view of the delay of the companies concerned to come to

an agreed settlement among themselves Government propose to use their
good offices in bringing about a settlement by calling a conference of the com-

panies concerned ? and

(¢) Whether they propose to introduce legislation with a view to ensuring
the operation of economic rates to prevail in coastal shipping and to prevent
<cut-throat rate war in future ?

Tee HoNouRABLE Mr. H. DOW: (a) Government are aware of the
existence of a rate war between shipping companies on the Konkan Coast.
(b) and (c). The companies ppear to have negotiated among themselves

but without success.

(d) Government have recently addressed the companies concerned inquir-
ing whether they would be prepared to submit their case to the Honourable
the Commerce Member for arbitration and to abide by his decision.

(¢) No.
War oN THE KONEAN CoAST.

224, Tup HoNouramLe Me. G. 8. MOTILAL: (a) Will Government
state whether there is any rate war between shipping companies operating on
the Konkan Coast ? If so, since when and between whom ?

(b) Is there any effort made to help Indian companies in this rate war ¢
If 8o, what help is given by Government to the Indian companies ?

(79 ) A
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THe HoNovraBLE MRr. H. DOW: (a) According to representations
received by Government a rate war between the Bombay Steam Navigation
Co. on the one hand, and the Indian Co-operative Navigation and Trading Co.

and the Ratnagar Steam Navigation Co. on the other, appears to be going on
since December, 1936.

(b) All the steamship companies concerned in the rate war are Indian
companies. The. Government of India have recently addressed these com-
panies inquiring whether they would be prepared to submit their case to the

Honourable the Commerce Member for arbitration and to abide by his deci-
sion.

TeEE HONOURABLE PaNDIT HIRDAY NATH KUNZRU : Have Govern-
ment received any reply to their letter ?

THE HoNOURABLE MR. H. DOW : I cannot definitely say whether they

have. If so, it has been received very recently and I have not myself seen
it. :

CENTRAL ADVISORY COUNCIL FOR RAILWAYS.

TeE HoNOURABLE THE PRESIDENT : The Council will now proceed
to elect six non-official Members from the Council who shall be required to
serve on the Central Advisory Council for Railways. The election will be
according to the principle of proportional representation by means of the
single transferable vote and the ballot papers will now be placed in Members’
hands and I ask the Honourable Members to vote in accordance with the
instructions noted thereon. I have also to inform the House that the Honour-
able Rao Bahadur K. Govindachari, the Honourable Rai Bahadur Lala
Ram Saran Das, the Honourable Sardar Bahadur 8obha Singh and the Hoaour-
able Mr. Hossain Imam have since withdrawn their candidature for election.

(Ballot papers were then distributed.)

Tae HoNoUrRABLE THE PRESIDENT : The result of the election will
be declared later.

RESOLUTION RE INDO-BRITISH TRADE AGREEMENT.

Tre HoNOURABLE MR. H. DOW (Commerce Secretary): 8ir, I move:

“ That this Council approves the Trade Agreement signed on the 20th March, 1939,
between His Majesty’s Government in the United Kingdom and the Government of
India.”

Sir, the Resolution which I have just moved is one of very great import-
ance. The document in which the Trade Agreement between His Majesty’s
Government and the Government of India is contained is one of some intricacy,
and in the ordinary way I should have considered it my duty in my opening
speech to explain it in detail to the best of my ability. But the matter has.
been very recently debated in another place, and it has been given very great.
prominence in the public press. I think it will save the time of the Council,

S 2nd in no way prejudice Honourable Members in coming to a decision, if I



INDO-BRITISH TRADE AGREEMENT. 801

assume that the details of this Agreement are already sufficiently well known.
My remarks, therefore, will be little more than a summary of the position as
it is viewed by Government, and I will endeavour at the end of the debate to
reply to particular points that may be raised.

Our trade relations with the United Kingdom have since 1932 been re-
gulated on the principle of Imperial preference which was accepted by the
Ottawa Agreement. Three years ago, the Government of India accepted a
Resolution of the Assembly to give notice of termination of that Agreement
and since that time the Government of India have been continuously engaged,
with the help of non-official Advisers, in fashioning the Agreement which is
now before us. 1If, in the course of my present speech, or at a later stage of
the debate, I should have to express the dissent of Government from some of
the recommendations which the non-official Advisers have put forward, I hope
I shall not be construed as showing any lack of appreciation of the work which
they have done. The Agreement is far more favourable to India thau it would
have been without their advice. We have not obtained all they asked for,
and we have had to make some concessions which they wished to resist. But,
I do not believe that India could have had a more able and astute negotiator
than the Honourable Sir Zafrullah Khan (Applause), and it is the view of
Government that on the basis of the advice tendered to him, he has obtained
an extremely favourable Agreement which Government are justified in asking
this Council to approve.

The basis of the current Agreement betwcen India and the United Kingdom

is the mutual grant of preferences by each country in respect of certain im-

ports from the other. It is also the basis of the new Agreement, with one

. Important exception to which I shall refer later, and each side has striven to

maintain the existing preferences which it considered to be of value and to
gain othera. I will give you the broad results.

India has succeeded in maintaining practically all the preferences which
she enjoyed under the old Agreement. If you will turn to the second Report
before you from the non-official Advisers—the one dated October, 1937—ybu
will find that they classified these preferences, affecting an export trade of
somo Rs. 33} crores in 1935-36, as follows. There are 15 items totalling
Rs. 27 crores regarding which they say that the preferences have been of in-
surance value. There are 13 items totalling about Rs. 6 crores in which they
regard the preferences as of actual value to India. And, lastly, there are
eight items, amounting to little more than half a crore altogether, in which
they regarded the preference as of no special value. By insurance value the
advisers meant this. They meant that India’s competitors were mainly
Empire countries which enjoyed the same preferences as India and that the
United Kingdom was very largely supplied with these commodities by Empire
countries. There has been some tendency to regard insurance value as practi-
cally cquivalent to no value at all. Dut though these preferences may not
help India to increase her trade at the cost of her Empire competitors, it would.
obviously be a very serious matter if India were to come under the same terms.
as foreign countries while her Empire competitors continued to enjoy the pre--
ferences. This group of articles includes Tea, Tanned hides and skins, Goat-
skins (raw), Groundnuts, Coir yarn, and Coir mats and matting. I do not
think any one who is interested in any of these trades would adwnit that these
preferences have been useless to India. On the contrary, we have received
expressions of opinion that a withdrawal of these preferences would be most.
disastrous to India. /

A G



802 OCOUNCIL OF STATE. [80TH MarcH 1989.
N
" [Mr. H. Dow.]

The only preferences which we have not maintained intact are those on
Wheat and Rice, and in the case of both of these, India abated her claims, as
the Council is already aware, in the interests of promoting the Anglo-American
Trade Agreement. Moreover, I may remind Honourable Members that the
tariff concessions granted by the United States to the United Kingdom under
that Agreement are automatically extended to India. The preference on
wheat has been of considerable advantage in the past, but under conditions
which are at present prevailing and are likely to prevail in the near future so
far as we can sée, it is not now of very great value. As regards rice, India’s
i:%t/erest in the reduction of the rice proference really ceased with the separation

Burma.

‘We have not lost or had reduced any of our other preferences. I mention
this specifically because the Committee of the IFederation of Indian Chambers
have published prominently a statement that in the case of Jute manufactures,
Chrome leather and Carpets and Rugs, which they considered to be the only
commodities in which India received an effective benefit, the margin of pre-
ference enjoyed under the existing scheme has been reduced.” I dealt fully
with that statement in another place and T do not propose to deal with it again
here. T do not know how the Federation came to make such a mistake of
fact, but I can only repeat they are entirely mistaken. There has been no
reduction in these preferences, but on the contrary in the case of chrome leather
we have succeeded not only in retaining our existing preference of 30 per cent.,
but we have got half of this scheduled as a guaranteed preference. We have
also gained other additional scheduled preferences. I perhaps ought to ex-
plain what a scheduled preference is. Under the old Agreement India was
entitled to free entry for a large number of commodities, and from time to time
during the course of the Agreement duties have been impoused on some of these
foreign commodities. That meant that India for the time being got a pre-
ference in respect of those articles, but it was a preference which was liable to
be taken away at any time. That was the position in the case of the preference
to chrome leather, but now chrome leather has been removed to the scheduled
list, so that 15 per cent. of the preference is now guaranteed. But India still
enjoys the whole preference of 30 per cent.

I now pass to the preferences which we have had to give to the United
Kingdom. Here the main fact is that we have secured a very large reduction
in the number and the value of the preferences which will now apply to a
trade (measured by the figures of 1935-36) of Rs. 7} crores as against Rs. 18}
orores under the Ottawa Agreement. In making out this reduced list of
preferences we have very rigorously excluded articles for which a preference
might not have been in the interest of the Indian consumer or of the small
industrialist. T may mention such matters as Hardware, Rubber manufac-
tures, Woollen manufactures, Stationery, Brass, Electric bulbs, Aluminium.
All these things have been removed from the list of preferences which are
granted to the United Kingdom. 1In other words we are now paying a very
much smaller price than hefore for the preferences which we have secured in

the United Kingdom. .

THE HoNoURABLE MR. HOSSAIN IMAM : What was the value of these
ooncessions withdrawn ?

Tee HoNouraBLE Me. H. DOW : It is the difference between Rs. 18§

~~crores and Rs. 7} crores.
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I now come to the important point of difference between this new Agree-
ment and the current one, and what is perhaps likely to be the most contro.
versial point. At the time of the Ottawa discussions the. United Kingdom
were already very worried by the precipitate fall in their imports of piecegoods
into this country, and the United Kingdom Delegation at that time was very
anxious for a reduction of dutics, but the Government of India felt unable to
discuss the question because they had already referred it to a Special Tariff
Board. The United Kingdom, however, did at Ottawa undertake to do what
they could to promote the increased consumption of Indian cotton in Lanca-
shire. You are aware that in pursuance of that undertaking the Lancashire
Indian Cotton Committee was sct up, and that it has indeed been extremely
successful in increasing the use of Indian cotton in England. That is a matter
which has received tributes from all sections of the industry, and I think there
is now no reason for saying that this Committee hus not honoured the Agree-
ment, which at one time was said by many to be merely a pious hope. The
Committee have honoured it as much as they could have done if it had been a
contractual obligation, capable of being enforced in a court of justice. On
the other hand, the reductions of duty which were ultimately given to Lanca-
shire as the result of the Special Tariff Board have not, as a matter of fact,
resulted in any improvement of Lancashire’s trade in this country.

. Now, Sir, it was known from the inception of these negotiations that the
United Kingdom would attach the highest importance to some ameclioration
being made in her piecegoods trade into India. India on her part has attached
importance to the translation of the undertaking to encourage the consump-
tion of raw cotton in England into a definite undertaking to purchase a certain
number of bales of Indian cotton. This position, that it was necessary to do
something for Lancashire, has been accepted throughout by the non-official
Advisers who in their first Report expressed their view that a trade agreement
ought to be concluded. It is idle therefore to take up the position, as has
been done in certain quarters, that no increase of Lancashire’s trade with India.
can be permitted. It is however a matter of argument whether the sacrifices
which are to be made by the mill industry are too heavy, and do not corres-
pond with the gain to the cultivator.

I do not think that I need explain in detail the cotton clauses of this
Agreement. They propose an immediate reduction in the duties of British
ocotton goods, with a further reduction if imports go below 350 million yards,
and with power to restrict imports by any necessary increase of duty to 500
million yards. These concessions to the United Kingdom are linked directly
with a guaranteed offtake of Indian raw cotton starting at 500,000 bales in
1939, rising to 550,000 bales in 1940, and to 600,000 bales in every subsequent
year, with the grant of a special inducement to the United Kingdom if the
figure exceeds 750,000 bales.

That is really a summary of the main points of the Agreement and Govern-
ment think that the retention intact of all our existing preferences, the gaining
of certain new scheduled preferences, the severe curtailment of the preferences
which have been granted to the United Kingdom, and lastly the importance
of the guarantee to our cotton growers, outweigh in value the disadvantages.
to the Indian cotton textile industry of the opportunity offered to the United
Kingdom to recapture a small part of her lost Indian market.

“To recapitulate, the Agreement guarantees to India the continuance of
almost all her existing concessions with, in addition, an adjustment in her
favour of the drawback system in respect of linseed and groundnuts. It en-o
sures an average annual offtake of 550,000 bales of Indian raw cotton by the



804 OOUNOIL OF STATE. [80TH MARCH 1989.

[Mr. H. Dow.)

United Kingdom in the next three years, and incidentally it frees India from
her obligations under the Supplementary Agreement. On the other hand it
imposes on her, in return for the conocessions received, the obligation to con-
tinue preferences to the United Kingdom on a greatly reduced volume of
trade, and to reduce the duties on United Kingdom cotton piecegoods by cer-
tain specified amounts, whilst retaining freedom to raise duties in the event of
the United Kingdom imports exceeding certain defined limits. Now in the
normal course the United Kingdom can hardly hope to attain the maximum
Yimit of 500 million yards earlier than in the third year of the Agreement, and
on a most liberal estimate her average sendings during the period of this Agree-
ment are unlikely to exceed 425 million yards, or the medium figure which is
expressed in the Agreement. The fact that imports from the United Kingdom
approximated to these figures as recently as 1935-36 suggests that the recap-
ture by the United Kingdom of this additional market would not involve the
Indian textile industry in any undue sacrifice. Judged from the point of view
of the exact balance between immediate losses and gains the Agreement must
be admitted to be highly favourable to India. There are, however, larger
economic considerations which invest the present Agreement at the present
time with special value and significance.

In the course of the last few days I have heard many arguments against ~
the Agreement which have tended to cancel each other out. We have been
told that the preferences are of no importance and cannot affect the natural
flow of trade. We have been told that they are a great hindrance and they
ought not to be allowed to affect the natural flow of trade. We have been
told that their grant is of no value, and we have been told that to be deprived
of even the smallest of them is a very serious loss, and that to grant them to
others will bring ruin to our own industries.

I do not propose to deal with these, but I will, in conclusion, deal with one
argument which was made against this Agreement, an argument of a some-
what curious nature, which only derives its importance from the eminence of
the source from which it emanated. One would have thought that it was
beyond any human ingenuity to give a communal twist to the consideration
of this matter. But one lives and learns. It has been seriously argued that
this Agreement is at best an arrangement between British capitalists on one
side and Hindu capitalists on the other, and that it is therefore an issue which
the whole body of Muhammadans can afford to regard with indifference. I do
not know, Sir, whether the Congress Party subscribe to the view that the poor
Hindu who is not a capitalist is also not concerned in this matter ; but it was a
noticeable feature of the debate in another place that the Member who is usually
the most precipitate and vocal in his defence of the interests of the poor ryot
played throughout the debate the part of a dumb laggard. Perhaps Mr.
Ramadas Pantulu will be in a position to tell us why. I myself cannot under-
stand how anyone can subscribe to the argument that only the capitalist, and
only one of the two great communities, has any interest in this Agreement.
No less than 82 per cent. of India’s total exports to the United Kingdom fall
within the category of goods which enjoy either preference or free entry under
this Agreement. It covers an extraordinarily wide range of India’s raw ma-
terials and of its manufactured products. It seems to me fantastic to suggest
that, while this Agreement may affect the interests of Hindus, it cannot con-
cern the 70 millions of Muslims who live in this land. It covers such crops as

: tea, groundnuts, linseed, tobacco, coffee, barley. Is it only the Hindu zamin-
“lar, the Hindu cultivator, who is interested in the price that he gets for these
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commodities ? Among manufactures, there are jute manufactures, tanned
hides and skins, coir matting, chrome leather, carpets and rugs. Are these
only the concern of the Hindus ? Rather isn’t it true that in some of these
the Muslim community has a special interest ? Oh, but we are told the Muham-
madans are mere labourers, hewers of wood and drawers of water ; they have
noreal concern in the business. This statement is not true, but let us suppose
for a moment that it were. Does the Leader of this Community argue that
because large masses of Muslims are poor and without influence, we need pay
no attention to their interests ? When agriculture is depressed, when trade
is bad, when industry languishes, is the suffering confined to the zamindar,
to the merchant, to the manufacturer ¢ Is not the cultivator, the shop assis-
tant, the millhand, the first to feel the pinch and to feel it most severely ?

Sir, I am myself a beneficiary of the Indian peasant, and it is by the
sweat of his brow that I am enabled to eat my bread. I am grateful for it and
I am not ashamed of it, for I have done my best, and I shall continue to do my
best, to repay him by working hard on his behalf. It is equally true that the
gentlemen opposite draw their sustenance from the same source. I hope that
they, and I believe that they, are equally grateful. I hope they will recognise,
a8 I see the Punjab Premier has just publicly declared, that the rejection of
this Agreement will amount to a gross betrayal of the interests of the agricul-
turists of the Punjab and other provinces.

Sir Muhammad Zafrullah has been accused of throwing dust in the eyes
of the agriculturists of the Punjab. I say that the man who made that charge
was himself throwing dust in the eyes of the elected representatives of those
agriculturists who sat behind him. And he knew it. And they knew it.

The Roman poet, musing in retirement in his villa at Praeneste over the
ebb and flow of fortune during the Trojan War, reached the conclusion that
when the great ones of this earth make mistakes it is always the common folk
who suffer. I am sure this will prove true in the matter before us. I know
that the Honourable Commerce Member, to whose patient persistence this
very satisfactory Agreement is largely due, has had constantly before him the
interests of the poor and lowly of this land ; and I believe that he has had signal
success in safeguarding them, and that it is they who must suffer in the largest
measure if this Agreement is allowed to become a mere scrap of paper.

Sir, I move.

Tue HoNOURABLE THE PRESIDENT : As this Motion is in the nature of
a Resolution, I remind Honourable Members that the time limit for individual
apeakers is 15 minutes only.

TrE HoNOURABLE MR. RAMADAS PANTULU (Madras : Non-Muham-
madan) : Sir, I regret I have to oppose this Motion in spite of the very lucid
~and sympathetic exposition of the Agreement with which it was moved by the
Hounourable Mr. Dow. Before I come to the details of the Agreement, I will
state a few general grounds for my opposition to this Resolution. I oppose
this on behalf of the Congress Party, not because it affects any particular
interest or particular communities but because it affects all interests and all
communities in this country. The Congress at any rate stands for all interests
and all communities in this country and not for any particular interests or
communities. Sir, in the first place, I must say that the Government, after
its very decisive defeat in the popular Chamber, ought not to have brought
this Agreement here for adoption in this House. /
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TeEE HowOoURABLE SR MUHAMMAD ZAFRULLAH KHAN : If that,
Sir, is the feeling of the House about this Motion, I am prepared to request
you to stop the discussion at this stage. '

THE HoNoURABLE Sir DAVID DEVADOSS: No, certainly not.

TeE HoNoURABLE Mr. RAMADAS PANTULU : Sir, it is not an honest
procedure to bring an Agreement to a House where the Government whose
action is disapproved by the popular Assembly has got a standing majority.
It might as well have been takea to a Secretariat Conference consisting of the
officials here.

THE HoNouraBLE Sie MUHAMMAD ZAFRULLAH KHAN: Sir, I
hope the Honourable Member will excuse another interruption, but I must
make that point clear. Government decided to make this Motion in this House
because on previous occasions this House had expressed a desire that, if any
Agreement was arrived at between the United Kingdom and this country,
it should be placed before this House also for the expression of its opinion.
If, as'I have already said, it is not the desire of the House that they should
express an opinion upon this Agreement, I on behalf of the Government am
quite prepared to request you that the discussion may stop at this stage.

Tar HoNoURABLE MR. RAMADAS PANTULU : Sir, we take the offer.
This House will express an opinion if the Government and its nominees will
abstain from voting. It is not a legislative measure and there is no consti-
tutional difficulty in the Government abstaining from voting. If they want
to ascertain the. opinion of the representatives of this country, the elected
representatives of the people and not once more to ascertain the opinion of
the Official Members and the Nominated Members who constitute the majority,
then we will accept Sir Muhammad Zafrullah’s offer to discuss this.

TeE HoNOURABLE THE PRESIDENT : But that would be unconstitu.
tional. -

TaHe HoNoURABLE Mk. RAMADAS PANTULU: With all respect, Sir,
I submit that to ascertain the views of the elected representatives of the people
on a trade agreement will not be unconstitutional, though it may be in regard
to a legislative measure. It is not a Bill. After all, the Government is solely
responsible for concluding this Agreement and it is the concern of Government.
In doing so they would be well advised to ascertain the views of the representa-
tives of the people, keeping their own votes in the background because they
are parties to the Agreement. Therefore, Sir, I submit that there is nothing
unconstitutional in my proposal.

Tae HoNouraBLE SiR DAVID DEVADOSS: Nominated Members
don’t belong to the people ?
\

THE HoNoUrRABLE MR. RAMADAS PANTULU: They don’t. They
count as part of the official block.

TeE HoNouraBLE Sik DAVID DEVADOSS: Certainly not.
Tae HoNouraBrLE MR. RAMADAS PANTULU : It is when it comes to

a question of voting.
18
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Tre HoNouraBLE Sir DAVID DEVADOSS: I must protest against
this sort of challenge, Sir. We vote as we think right. As you know very
well, Sir, I have voted several times against the Government. But it is not
my duty always to say they are wrong.

TeE HoNoURABLE THE PRESIDENT : I would advise you not to take
very much notice of this.

Tre HoNxouraBLE St MUHAMMAD YAKUB: 1 also, Sir, would like:
to enter my strong pretest against the language used by the Leader of the
Congress Party and if it comes to that I am prepared to formally move that.
the debate on the Motion be adjourned.

TrE HoNOURABLE Sir A. P. PATRO : Itis a cheap commodity, the vote
of these people who came in by election. We know by what means and in what
ways they came in.

THE HoNoUmABLE Panpir HIRDAY NATH KUNZRU: The elected
Members are the representatives of the people, as we all know. We also know
what the position of the nominated Members is. No number of protests from
them will alter that fact. (An Honourable Member attempted to interrupt.)
Will the Honourable Member allow me to go on ? The question has been dis-
cussed here several times and we all know what the position of nominated
Members is. OQutside this House they tell us what they -would have done had
they been under no compulsion to vote in a particular way but when they come
here they stand up as patriots.

TrE HONOURABLE MR. H. DOW : Has that not been known to happen in
other Parties ? '

THE HoNOURABLE SIR MUHAMMAD YAKUB: Have we not heard the
same thing from Congress Members and other Members in the lobby ?

TueE HoNoUBABLE KuNwar Stk JAGDISH PRASAD (Leader of the
House) : 8ir, may I suggest that this question about nominated Members
is not relevant ? It might be taken up on some other occasion.

\

TuE HoNouraBLE SiR MUHAMMAD YAKUB: His remark ought to be
withdrawn, Sir.

THE HoNoURABLE SiR A. P. PATRO: The Congress Party makes these
people worse than slaves.

THE HoNoURABLE MBR. RAMADAS PANTULU : I assure my Honour-
able friends that I meant no insult to them. I paid a compliment to them for
their loyalty to the Government.

THE HonouraBLE SiR MUHAMMAD YAKUB: We would like to pay
you back in the same coin!

TrE HoNoURABLE MR. RAMADAS PANTULU : Sir, I say that a debate
on this Motion before this House is absolutely useless—I won’t use the word
“ farce ”. Secondly, Sir, in answer to a question in this oonnection, the
Honourable the Commerce Member in the Assembly said that Government.
would not take any decisions until they had given full consideration to ty
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debate in the other place. If so, I think he might have waited for some time
before he brought this Motion here, because there is hardly any time to give
<onsideration to the elaborate discussion which took place in the other House
for two days and he might have come to us later with proposals for a modi.
fication of the Agreement, if any, which he would suggest in view of the debate

‘Therefore, bringing it immediately after the defeat in the Assembly merely-
to have it ratified or approved here is, I submit, not at all an honest course for
‘Government to take. I am sorry to use the phrase.

Then, Sir, what is this Agréeement ! One leading publicist humorously
remarked some time ago, when the Agreement was in progress: It is an
Agreement which is signed by one Mr. Stanley, President of the Board of
“Trade, for England and another Stanley, Under Secretary of State for India
-and this is called an Indo-British Trade Agreement! By two Stanleys, one
representing India and another representing England, that is the Agreement
between the two countries.

8ir, what is this Indo-British trade, I ask ? It is nothing but trade in
-commodities and goods carried between India and England in British bottoms,
financed by British exchange banks and insured by British insurance companies.
Nothing but that. My friends of the Federation of Indian Chambers of Com-
merce call these services invisible imports. They may be invisible from the
-commerical or technical point of view but they are offensively visible to most
of us who know what they are. Sir, this aspect of Indo-British trade has
come in for detailed consideration before the Indian Central Banking Inquiry
‘Committee. Then distressing tales were told us of the way in which British
shipping, banking and insurance concerns in this country enter into unholy
alliances to suppress Indian interests by both open and insidious methods,
methods with which the Committee dealt at length in this Inquiry and found
to be absolutely true. I will read, Sir, one small passage—a few lines from the
Report of the Central Banking Inquiry Committee on this matter which I
consider to be very relevant. They say at page 326 of the Report :

‘ Another complaint prominently put forward by the representatives of the Indian
Merphants Chamber, Bombay, relates to the attitude of the exchange banks in regard to
Indian insurance companies. It has been stated that these banks are literally forcing
Indian exporters to insure their goods with foreign insurance companies.........As &
result of this attitude on the part of the exchange banks, it is alleged that every year
India is making payments abroad in the form of insurance premia to tho extent of nearly
Rs. 2 to Ra. 3 crores, which should properly go into the pockets of Indian insurance
companies .

Again, British ships would not carry the goods unless they were insured
with British insurance companies. What did this Agreement do to redress
-out grievances in these fields ?

TaE HoNoUraBLE Mr. A. J. RAISMAN (Finance Secretary): The
Honourable Member purported to tell us what the Committee said but he has
not done so.

THE HoNoUrABLE MR. RAMADAS PANTULU: The recommendations
of the Committee are given on the pages to which I can give reference. I
cannot read out the whole passages in the 15 minutes allowed to me. The
Committee finds that these charges are all correct. See also the non-official
Adviser’s Report in relation to this Agreement. These complaints still exist.
_They go at great length into it. My friend would permit me to give the
Tescrence to the passages——
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TuE HoNoURABLE MR. A. J. RAISMAN : I presume it is alleged that the
Committee found it correct ?

THE HoNOURABLE MR. RAMADAS PANTULU: Certainly. I was a
‘member of the Committee and I know the recommendations I have made
there. This Indo-British Trade Agreement has been concluded in the interests
-of England. Sir, we have got plenty of advisers to tell us that it is in India’s
interests and that we ought to accept it. The latest I have read this morning
is the Manchester QGuardian’s advice. It says that the Agreement is greatly
in India’s favour. Sir, may I ask if Indian commercial men and Indian
industrialists are so stupid as not to understand their own interests or if they
are 8o perverse a8 to say ‘‘No” when as a matter of fact it is to India’sinterest
‘They are neither perverse not stupid. We know our interests better than our
British advisers do, and we are not so stupid as not to consult out own ad-
vantages. The Honourable Sir Thomas Stewart, who spoke for Government
in the other House, expressed his regret at two recent developments. One of
them is the rapidly declining imports of British cloth into India and the other
is the rapidly increasing production of the Indian textile mills. He was
-evidently concerned over both these developments. That is exactly the atti-
tude which has animated British statesmen in this country for two centuries
now, and today, Sir Thomas Stewart says in the Legislative Assembly in the
year of grace 1939 exactly the same thing which Sir John Strachey said in 1877
when he presented the Financial Statement of the Government of India for
that year. I quoted that passage once before on another occasion and I shall
do so now. He said:

‘I am not ashamed to say that while I hope that I feel as strongly as any one the
duties which 1 owe to India, there is no higher duty in my estimation than that which I
owe to my country. I believe that my countrymen at home have a real and very serious
grievance . -

When was it ? In 1877, when Lancashire had practically a monopoly of
the cloth trade in India, after they destroyed our trade by the most abominable
methods. Sir, while the Indo-British Trade Agreement was in progress, the
Morning Post said :

““ We have direct concern in India because it is one of the chief markets of the world.
We went there as traders and despite all the fine talk of our modern Highbrows, that is
#till the material basis of our rule . .

‘ Material ”, I agree. There is no more moral basis for it.

‘‘ We give you protection and you buy our goods. If we abandon India it will not
-only be Indians who will suffer but the 12 million people of Lancashire and indeed our whole
industrial system will be affected. After all, when all is said, this nation must live. That
is the first consideration, and we see no other way in which this nation can live upon these

ittle islands save by industry and trade .

They might have added, ‘‘ at the expense of other people”. That is the
8pirit which animates this Indo-British Trade Agreement. Therefore, we on
our part cannot accept the advice given to us that the Agreement is in our
favour and is to our interest.

Sir, coming to some details of the Agreement, it is unnecessary to go
into them-at any length, because they were discussed fully in the other House
.and the Honourable Mr. Dow has given details. With regard to the cotton
.clause, an appeal is made to Indian textile interests to make some sacrifice
in the interests of the Indian cultivator. If the interests of the Indian culti-
vator will be promoted by the Indian textile industry making some sacrifig#
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I would certainly vote for it, because, after all, the Indian cultivator produces:
the food for the nation, grist for the mills, and also produces surplus agricul-
tural wealth to create a favourable balance of trade for India. No industria-
list can afford to ignore such vital interests, because the agriculturist is after:
all the mainstay and the economic backbooe of this country. So, if a sacrifice:
on the part of the Indian industrialist will benefit the cultivator, I would.
certainly vote for that Agreement.

Tae HoNouraBLE THE PRESIDENT : Your time is exhausted.

TrE HoNoUraBLE MR. RAMADAS PANTULU : But my readiag of the-
Agreement is that both the Indian textile industry and the Thdian cultivator
are asked to sacrifice their interests in order to promote the interests of the-
Lancashire textile industry. That is the tragedy of the whole situation. I
do not think that Indians can so easily swallow that pill. The Honourable
Mr. Dow very rightly pointed out that the British textile trade is not likely
to increase its import into India by more than 425 million yards in the near
future. 'But what will they get in return for that ?

Tere HoNourABLE M. H. DOW: I said ‘‘ up to that amount .

THE HoNouraBLE ME. RAMADAS PANTULU: Yes Supposing we:
took cloth up to that limit what would they take in returu? They would
not take more than 400,000 bales of cotton. They can go up to 425 million
yards without taking more than 400,000 bales of cotton and at the same time-
get a reduction of 2} per cent. in the basic rate.

THE HoNOURABLE THE PRESIDENT : Please conclude your remarks.

. THE HonNour ABLE MrR. RAMADAS PANTULU : I say the Agreement
is one-sided. The preferences which the United Kingdom gets either hit our:
industries cr oartail our power to enter iato agreements with others. With regard:
to the prefesences given to India, which is maialy a producer of raw materials,
only with one point I will deal. The Honourable Mr. Dow said that the
insurance value secured for Indian exports to the United Kingdom is not negli-
gible and asked what will happen to India if England discriminates against
India in favour of other Empire countries. My answer is, England dare aot.
Because Indians are the hest customers of British trade, they dare not dis-
criminate against us. We have got to meet our foreign commitments to-.
England. We have got to pay your interest, your pensions ; British capital
has got to be paid the interest. Our foreign commitments are such that you
dare not discriminate against us in favour of Empire countries. You will
lose the Indian trade, the Indian custom, and you won’t get your salaries,.
interest and pensions. This argument therefore does not convince us. There-
fore, England imports Indian goods for her benefit and when she gives us
preferences along with the Empire countries she does so because she cannot
afford to discriminate against India. From every point of view this Agree-,
ment is injurious to the people of India and I hope the Government will be wise:

to accept the Asserubly’s verdict and not ratify the Agreement over the people’s
head.

Tae HonouraBLe Mm. SHANTIDAS ASKURAN (Bombay: Noa-
Muhammadan): Sir, I am glad that mly friend the Honourable Mr. Dow
\Qﬁg made a lengthy statement which will help us in expressing our opinion..
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Sir, this Agreement raises most important issues regarding the commercial
and industrial policy of this country. I shall confine myself therefore to what
I consider to‘be certain broad aspects of general policy in this connection,
leaving the details to the experts. I do not intead to convey that the details
.are unimportant ; some of the details are fundamental, but I feel that a greater
-emphasis is necessary on the general policy, with which T am nnt in agreement.

Sir, the history of the Ottawa Trade Agreemeant is still fresh in our minds.
12 NooN That Agreement was conceived ia secret and . passed ia
) haste. The procedure then adopted was unusual in as much
a8 the commercial community had very little or no opportuaity to shape the
Agreement. The Indian delegation at Ottawa was in no sense representative,
and the procedure subsequently adopted to push through the Agreement did
no credit to the Government of India. This naturally led to resentment, and
this found expression in the Resolution of the Assembly asking for the termina.-
tion of the Agreement when the three veais were over. The Government of
India at first delaved in giving notice of the termination of the Agreement.
And when the notice was given, it was announced that nezotiations had started
for a fresh Agreemeat. Tn due covrse, a body of non-official Advisers, mainly
members of the commercial community was appointed to help the Commerce
Member in his work. The appointment of Sir Purshottamdas and his colleagues
for this work naturally inspired confidence and an impression was created that
the Government of India was anxious to take public opinion into confidence in
connection with the Agreement.

But unfortunately this impression could not last long. When it was
noticed that the Advisers had to knock about between London and Simla, and
when it was further noticed that the personnel of the Advisers was partly chang-
ed there was a growing feeling of distrust. Before long it was known that the
inordinate delay in concluding the negotiations was due mainly to one cause,
namely, to find a formula which will satisfy Lancashire without harming Indian
interests. Sir, 1 fully sympathise with Sir Purshottamdas and his colleagues
in the great sacrifice of time and labour they made in working as Advisers under
such difficult conditions. I can well imagine the strain to which thev must
have been put, not to mention even annoyance on occasions. The country
owes them a debt of gratitude for their self-sacrifice and for their splendid
stand for securing an Agreement mutually satisfactory. Like true business-
men, Sir Purshottamdas and his colleagues showed perfect willingness to
appreciate the point of view of the other party, spared no pains to find a way
out, and suggested a fair compromise. All agreements are by their very nature
compromises. Sir, after the ead of the first three years of the Ottawa Agree-
ment it has taken another three years to negotiate a second Agreement which
is also to run for three years. In this intervening period the Ottawa Agree-
ment was technioally dead, but the Ottawa duties have been in operation.
Sir, after all this extraordinary procedure, and this unusually good work done
by the non-official Advisers the country would have certainly heaved a sigh of
relief, if only their recommendations had been accepted by the Government of
India. May I also add here, Sir, my sincere appreciation of the pains taken by
the Honowrable the Commerce Member to study the position and to do what
he could on behalf of their country faced as he was with the political influence
of Lancashire and pressure from the British Board of Trade. I feel that we
owe a debt of gratitude to the Honourable the Commerce Member for his
labeurs.

Sir, it was my good fortune to be present at the other House and hear the
speech of the Honourable the Commerce Member. I am sorry that I could not¥
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attend the full proceedings. May I say, Sir, that in judging the effeot of the-
Agreement we should have regard for the country’s interests a§ a whole, and
not from the point of view whether it affects any particular community or not.
A businessman sees only too plainly how our differences are likely to be used
against us in matters of this kind. A united stand by the people of this country
will help the Commerce Member to secure more than what he has been able to
show in this Agreement. In this connection I must express my disappoint-
ment that the Government have not helped us by nominating to this House-
.the non-official Advisers for this debate. Had they been here to give us their-
views and explain the Agreement, both the Houses would have been in a
better position to understand its implications and put forward its point of
view.

THE HonNoURABLE SIR RAMUNNI MENON: Then they would he
nominated Members.

Tae HoNouraBLE MR. SHANTIDAS ASKURAN: It has been the
practice. They could have explained the Agreement.

Sir, unfortunately for this dependent country, the suspicion that
Lancashire interests have succeeded in dominating the course of negotiations
has come true. The deliberate advice of the non-official Advisers, which was
the result of patient and careful consideration, has been shelved. What is the
result ? The figures of export of cotton and import of cotton piecegoods which
were suggested by the Advisers have been changed in both cases in favour of
Lancashire. Lancashire may take less cotton from India than the Advisers
recommended. Nay, the figure is even less than what has been the normal
figure in recent years. As against this, Lancashire is allowed to send more
piecegoods than the Advisers recommended. The fact is that the figure in
this case is more than the average in recent years. Thus by a skillful mani.
pulation of the quotas on both sides, it is intended to give a definitely larger
market to Lancashire at the expense of the Indian industry, without giving
an adequate safeguard to the grower of Indian cotton. This is not the complete
story. In order to ensure that the quota given to Lancashire is realised the
duty is to be lowered. Besides lowering the basic duty from 25 per cent. to
17} per cent. in the case of prints and from 20 to 15 per cent. in the case of
other goods, a further provision is made in its favour in case this reduction
does not give the desired impetus to Lancashire goods. If the import of these
goods is below 350 million yards the duty will be reduced by another 24 per:
cent. Lancashire can also earn such a reduction by taking more of Indian
cotton in excess of 750,000 bales. It is not clear whether this may under
certain conditions lead to a total reduction of 5 per cent. S8ir, the conclusion
is obvious that in the name of preference, we are giving protection to the
Lancashire industry in our own market. After all the criterion by which the
Agreement should be judged is whether these provisions to which I have:
referred are going to help the cotton grower without harming the cotton
manufacturer in this country. Sir, I would go further and ask the cotton
industry even to undergo a sacrifice in favour of the cotton grower. May I
point out how the cotton growers can be benefited ? It is well known that
Lancashire will buy Indian cotton only when it suits her, that is only when the-
parity is in her favour.- In doing so, Lancashire is not bound to buy specified
varieties. The non-official Advisers suggested that Lancashire should take at

\-K:ast 65 per cent. of the cotton quota in the form of short staple varieties, s.c.,
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Punjab, Oomra, Khandesh, etc. There is nothing in the Agreement by which
Lancashire can be expected to do so.

Sir, let me put a definite request to the Honourable the Commerce Member.
Is he prepared to secure a definite guarantee from His Majesty’s Government
that the United Kingdom will buy from us 500,000 bales during the first
year, 550,000 bales during the second year and 600,000 bales during the third
whatever the parity may be ?

TaE HoNOURABLE Mr. HOSSAIN IMAM : Will the millowners give such:
a guarantee ?

Tue HoNoURABLE Mr. SHANTIDAS ASKURAN : Yes, Sir, they are
using all the cotton. -

If they buy more when the parity is favourable and less when the parity
is against us it does not help this country. Is the Honourable the Commerce
Member also prepared to secure a guarantee from His Majesty’s Government
that they would take one-third of Sind and Bengal varieties, one-third of
Khandesh and Qomras and one-third of staple cotton so that this country may
be assured that a sufficiently large percentage of short aad fair staple varieties
will be bought from us ? Let the Honourable the Commerce Member get this-
undertaking before he ratifies the Agreement finally.

Sir, an impression exists that the cotton industry in India is in a flourish-
ing condition. The Honourable the Finance Member quoted the other day
a few extracts from the Report of the Bombay Textile Inquiry Committee in.
support of his view that the industry was doing well. He, however, forgot
to point out that whatever margin might have existed had been traasferred to.
Labour in the form of higher wagés by the intervention of the Bombay Govern-
ment. . Besides, the figures for the year 1938-39 are highly misleading. It is
well known that because of the war in China, Japan has been so busy that she
was unable to supply her usual quota to India. This gave an opportunity to
Indian mills, but this is obviously only temporary in its effect. This temporary
advantage should not be treated as a permanent feature of the industry in
judging the burden which it can hear. TIn fact, those who are in the know
of affairs are well aware that the situation is daily growing graver. Stocks.
have been accumulating. Night shifts are being gradually closed. Unem-
ployment has started. On official authority I find 13,000 men are already out.
of work. I am told by the same authority that another 20,000 will have to-
stop work soon.

Sir, in my speech on the certified Finance Bill in 1936 in this House I
referred to the fact that mills of the aggregate value of Rs. 11 crores had been
closed down in Bombay City. The prospects of the industry are already on
the decline. T am sure that the Government of India does not want to see
this decline continued. It cannot be their desire to see that the production
of Indian mills should be reduced. Nor can the Government contemplate
with equanimity the closing down of night shifts and some units in the industry
as they cannot be unaware of the consequences ¥ The country will lose large
amounts of capital invested in machinery and buildings. It will result in
growing unemployment among large numbers of people. Sir, may I appeal to
the Honourabhle the Commerce Memher and to the Honourable the Fiaance-
Member to go earnestly into this question and satisfy themselves whether this.
is not the actual position of the industry ¢ I am confident that if they under-.
take an inquiry, they will be convinced of the truth of what I have said and’
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that will enable them to take necessary steps before it is too late to save our
national industry. .

Sir, it is unfortunate that the Indo-British Agreement and the proposal to
levy the cotton duty have come together. In spite of the loud protests of the
Honourable Finance Member that the duty is a revenue measure intended only
to balance the budget, the impression will remain that the duty is closely con-
nected with the terms of the Agreement. It may be purely accidental that
the Honourable the Finance Member thought of the additional revenue duty
on cotton at the same time as the Honpurable the Commerce Member’s deci-
sion to lower the duty on Lancashire goods, but we have to take them together
in judging the effect on the future of our industry. Lancashire has been able
to secure under the Agreement a much larger quota of cotton piecegoods to he
imported into India than the figure recommended by the non-official Advisers.
Sir, I am sure that at the time the Honourable the: Commerce Memter was
going on with the negotiations with Lancashire, he could not have even dreamt
of this additional burden which the Honourable the Finance Member hag
imposed on the industry by means of this cotton duty. As according to him
he was safeguarding the iaterests of other items, the Honourable the Commerce
Member may have honestly felt that he could give way to Lancashire to a
certain extent. Having extracted already more than enough from the
Honourahle the Commerce Member, the appetite of Lancashire could not
.evidently be appeased without this additional help which came from the

Finance Member.
Sir, I wish the best of luck to British trade in this country, but T want to
tell them plainly that the only way of pushing British trade in this country
‘is to retain the goodwill of its people. You may legislate ; you may tax;
you may give preference ; you may make use of several factors to push British
trade in India, but if you do not cultivate the goodwill of the people these
measures are bound to fail in the end. Temporary success here and there
:should not lead you to the belief that permanent-achievements have been
accomplished. Allow me to remaind the House of the very sound advice
which Mr. Ramsay Macdonald, then Premier, gave to the Lancashire delega-
tion a few years ago.  He emphasised the warning that though it was possible
to give encouragement to British cotton goods in India by a change in the duties
‘it was not possible to compel the average Indian to buy British goods even at
the point of the bayonet. In other words. he emphasised the need for cultiva-
ting goodwill to which I have referred. May I still hope that all efforts will
‘be made to cultivate that goodwill instead of alienating it permanently by
the kind of measure now before us ?
Sir, I am a business man. I have to consider all the circumstances with
:a cool mind. The position is that the other House has already thrown out this
Agreement and its fate is to be decided today in this House. We all, however,
know what the decision of this House will be. 1n the other House the Honour- -
.able the Commerce Member has raised hopes of some possible modifications.
I trust that he will be able to secure these and other improvements in the Agree-
‘ment with the combined strength of his colleagues and the support of the
Secretary of State. Let me go further and respectfully impress upon His
‘Majesty’s Government that they will be doing a great service to the people of
both the countries if they would help in securing goodwill which is of much
~_areater value today than at any time before. T represent not one interest or
csmunity, but the whole of the Bombay province with all its different
dnterests and communities. I recognise that the Agreement as regards certain
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items are undoubtedly favourable but as the Agreement has to be taken as a
whole and judged on its merits, I propose to wait for the Government’s reply
to this debate and then decide my attitude to the Motion hefore the House
for 1 am still hoping that the Government will be able to give us sufficient
assurances about modifying the Agreement to satisfy us. May I again, there-
fore, appeal to the Honourable the Commerce Member that he will give his
serious consideration to the protests from all quarters to the clause in the
Agreement dealing with cotton and cotton piecegoods and promise to get us
better terms than those provided in the Agreement? May I close with a
personal appeal to the Honourable the Commerce Member who as an Indian
has the country’s interests at heart next to none and realises fully his respon-
sibility to the country for the effect, good or bad, of this Agreement if it is
brought into force.

THE HONOURABLE Ral BauaDUR Lara RAM SARAN DAS (Punjab:
Non-Muhammadan) : 8ir, before I go on to examine the actual tcrms of
the Trade Agreement, I should like to refer to the fact that, when the Legisla-
tive Assembly recommended the termination of the Ottawa Agreement,
the Government of India took up the negotiations for a fresh trade agreement:
with the United Kingdom. They, of their own free will and choice, invited
some distinguished persons from all parts of India to assist them in these
negotiations. These non-official Advisers, therefore, did not represent any
vested interest in the country, nor were they the official spokesmen of any
Chamber or commercial organisation. The country, therefore, expected
that the Government of India would respect their recommendations in nego-
tiating this Trade Agreement. I should, therefore, like to know what special
considerations justified Government in throwing overboard the advice of the
non-official Advisers, and to accopt, on behalf of India, certain terms which
were decidedly disadvantageous to this country. The result of these three years
negotiations was that the United Kingdom continued to enjoy all the pre-
ferences, under the Ottawa Pact, ageinst the continuance of which, there
was a definite vote of the Legislative Assembly. At the end of three years,
we were not better off than what we were before.

In the Memorandum submitted by Government, they have claimed that
they were able to secure from the United Kingdom wpreferences of the total
average annual value of exports to the extent of Rs. 44 crores and, on the
last three year’s average basis, not less than 82 per cent. of India’s total ex-
ports to the United Kingdom would be enjoying preference or free entry
under the new terms. Examining the various items mentioned in the Agree-
ment under Schedules I and II and the unscheduled items, I find that the
number of important items such as Tea, Goatekins, Pig iron and Coir mats
and matting do not really enjoy any preferential treatment under the proposed
Agreement.

THE HoNoURABLE SR MUHAMMAD ZAFRULLAH KHAN: Will
the Honourable Member excuse mo ! He goes on reading his speech with
his face glued to the desk. If he will kindly speak up I may be able to hear
him and reply to what he is saying. May I ask the Honourable Member
to repeat the names of the commodities which he says do not enjoy preferences
under the present Agreement ? '

THE HoNOURABLE Ral BamADUR Lara RAM SARAN DAS: The
commodities are mentioned in the Agreement under Schedules I and II and
the unscheduled items, such as Tea, Goatskins, Pig iron, Coir mats and
matting. These were the items which I mentioned which I now repeat.
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As regards othor portions of the Agreement relating to import of cotton -
piecegoods and export of raw cotton, as I see the position that would arise,
with the accoptance of this Agroement, ig, that when Lancashire imports
under the present levol of import duties are at 266 million yards in 1937-38
and may not exceed 200 million yards (according to the 10 months figures
of 170 million yards) in the year 1938-39, we would give an immediate re-
duction in the import duty of 7§ per cent. on printed goods and 5 per cent.
on grey and other goods with a specific rate of 2 annas 74 pies per lb. in case
of grey goods and a promise of further reduction of 2} per cent. if these imports
do not exceed 350 million yards. When the Special Tariff Board was ap-
pointed in 1936 by the Govornment of India to examine the position of the
Indian industry, they did not recommend any reduction in the 25 per cent.
duty on printed goods. The Indian textile industry has recently organised
the printing section under the protection given to them by the present rate
of 25 per cent. and without any inquiry as to the probable effect of an im-
mediate reduction of 7} per cent., the Government have come forward with
this proposal with a view to give Lancashire a place in the import trade of
this country. The Indian textile industry is asked to bear this sacrifice in
the immediate reduction of these import duties on the plea that the Indian
cotton growers would secure a fair deal in the export of raw cotton to the
United Kingdom. According to the figures given by the Honourable the
Commerce Member, the United Kingdom, on an average have been taking
450,000 bales of Indian cotton. Against this intake, there is a provision for
500,000 bales to be taken in the first year, 550,000 in the second year and
600,000 in the third year.

Another important point which ought to weigh with us in examining the
proposed terms relating to cotton textiles is the increasing production of
Indian mills in fine count cloth. Though there are no reliable statistics col-
lected by Government regarding the production of fine cloth in the country,
according to the calculation adopted by the Tariff Board of turning yarn
above 30 counts into cloth works out to about 1,000 to 1,100 million yards of
fine count cloth. Against this indigenous fpl'odu(!tion, we have at present
imports of about 200 to 250 million yards from Japan and, as most of the
piecegoods coming from the United Kingdom come under this class of goods,
we are having total imports to the extent of about 400 million yards from
the United Kingdom and Japan. Under the pro;osed terms, it is expected that
there would be an additional import of about 200 million yards of fine count
cloth from the United Kingdom. This additional import will be at the cost
of the production of similar cloth in India and, in a restricted margin of about
600 million yards, the competition of this additional import of 200 million
yards would be naturally severe and would upset the whole price market
of the fine count cloth in India. The inevitable result of such a situation
would be that the indigenous industry which has built up the production of
this kind of cloth in the country and has shown roma.rkaﬁyle progress, would
be largely hit by the reductions in the duties over and above the extra addi-
tional duty, which the Finance Bill has imposed on the imports of raw cotton,
and I am sure that the country would not tolerate a handicap on the progress
of one of our main industries, which is consuming more than half the pro-
duction of cotton in the country.

: The cotton growers’ representatives, when they were specially invited
) Simla to tender their advise on this question, definitely put down 6} lakhs
to be increased to an objective of 10 lakhs of bales in a period of five years,
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-with a specific guarantee that 65 per cent. of the intake should be of short
staple, i.e., Bengals, Oomras, Central Provinces and Berars of a staple length
-of five-eighths of an inch and under. There is no guarantee about this intake
in the Trade Agreoment. On the other hand, under clause 2 of article 10,
it is stated that the fulfilment. of the objective, t.c., intake of 600,000 bales
in the third year depends on the continued pursuit by all interests concerned
in India to improve the quality and staple of Indian cotton exported to the
United Kingdom. Instead of giving a guarantee that the United Kingdom
would take a definite quantity of five-eighths of an inch and under short
staple cotton they, on the other hand, stipulated that the fulfilment will depend
apon the improvement in the quality and staple of cotton. It must be said
that we are not anxious to export our long staple or medium cotton, as what-
ever that we produce is likely to be absorbed in the country itself. Qur
anxiety about the disposal of five-eighths of an inch cotton remaius the
same under the new terms and, as such, I do not feel that the new terms,
particularly as regards cotton, are such as to justify ratification of the
Agreement. .

Refore I conclude, Sir, I would like to refer to the case of our tea exports
to the United Kingdom. Under the International Tea Agreement, dated 9th
February, 1933, entered into between India, Ceylon and the Netherlands,
-export quotas were fixed for these three tea-producing countries for a period
-of five years, in the first instance. These quotas were, for India 382 million
pounds, Ceylon 251 million lbs. and for the Netherlands 173 million lbs. In
November, 1936, the Agreement was further extended for a period of five
years from 1st April, 1938 and would operate till 31st March, 1943. Prac-
tically the same quotas were fixed for this second period. Besides these three
-chief tea-producing countries, China and Japan also export tea; but their
-exports are respectively 85 million Ibs. from China and about 50 million lbs.
from Japan. The annual requirements of the world for 1937 were 882 million
Ibs., out of which 700 million lbs. were supplied by these three countries and
.about 150 million 1bs. were supplied by China and Japan. In case India is
not allowed to enjoy preference of 2d. per pound in the United Kingdom
market, it will be the British consumers who will have to pay a higher price
for their beverage as the United Kingdom will have to take its tea from one
-of the three countries. Assessing fully the value of this preference, I would
like to quote the opinion of the Director General of Commercial Intelligence
and BStatistice—Government’s Economic Adviser—reproduced by the non-
-oﬁiciaé Advisers on page 9 of their Report, dated 9th October, 1936, reading
88 under :

* The benefit or preference in extending the export market as well as in increasing
production, could not operate .

‘The Government of Assam confirms this view by saying :

* Bo far as the article is concerned, its welfare is bound up more with the International
Restriction Scheme than with the Ottawa Pact ™.

I would leave the House to judge for itself whether, in view of these circum-
stances, the preference is at all of any effective advantage to India.

As regards goatskins, it is pointed out in the Memorandum that India
secured substantial benefit by the increase in her exports to the United King-
dom. Examining the position in relation to our exports to all countries,
we find that while our exports to the United Kingdom increased from Rs. 49
Jakhs in 1932-33 to Rs. 71 lakhs in 1935-36, Rs. 78 lakhs in 1936-37 and Rs. 95
lakhs in 1937-38, our exports to the United States of America inoreased iff”

B 2
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similar proportion, namely, Rs. 86 lakhs in 1932-33, Rs. 167 lakhs in 1935-36,.
Rs. 149 lakhs in 1936-37 and Rs. 157 lakhs in 1937-38. The improvement
which we secured gradually from year to year is not due to the preferential
treatment in the United Kingdom market but owing to an expanding world
market in this commodity. ]gooking to the imports into the United Kingdom,
we find our imports into the United Kingdom market increased because of
the groater intake of goatskins by the United Kingdom. The foreign countries-
position in the United Kingdom market is very insignificant and occupy
scarcely six to eight per cent. of the trade. The following figures taken from.
the United Kingdom Sea-borne Trade Returns will illustrate this point: *

Goatskins (raw).

» Import into the United Kingdom (In 000 of £).
1935. 1936. 1937. 1938.

British India . . . . . 435 562 792 300
British Weet Africa . . . . 147 133 86 108
Union of South Africa . . . 28 41 58 41
Foreign countries . . . . 44 66 66 67

Total . 708 864 1,138 678

According to the estimates of the Indian Hide Cess Inquiry Committee,.
India accounts for nearly one-third of the world production of goatskins and
it has been claimed, according to that Committee’s view, that certain classes
of goatskins, especially those produced in the eastern provinces of India,.
possess unique qualities and as such they occupy a special market of their
own. Pig iron enjoys free entry into the United Kingdom, but it must be
remembered that it is an essential raw material in the manufacture of arma-
ments and as such would always command a privileged position in the world.
market. Our exports of pig iron to all countries have also been on the increase:
during the last three years. From Rs. 1,24 lakhs in 1935.38, they went np
to Rs. 1,29 lakhs in 1936-37 and Rs. 2,69 lakhs in 1937-38. So, with the
expansion in the demand for pig iron in the world market, exports also in-
creaged. It must be further remembered that Japan is a more substantial
customer than the United Kingdom. The exports to the United Kingdom
in 1935-36 was Rs. 15 lakhs, Japan Rs. 92 lakhs. In 1936-37, the United King-
dom Rs. 40 lakhs, Japan Rs. 69 lakhs. In 1937-38, the United Kingdom Rs. 102
lakhs, Japan 128 lakhs. Examining the import trade of pig iron into the
United Kingdom for the last three years, we find, according to the United
Kingdom Sea-borne Trade Returns, the following position :

Pig iron,
» Import of into the United Kingdom (In 000 of £). .
1936. 1937. 1938.
British India . . . . . . 464 898 764
Other Empire countries . . . . ¢ e 187 36
Foreign countries . . . . . . 363 2,410 1,412
Total from all countries . 827 3,495 2,213

Tre HonouraBLE THE PRESIDENT : Nobody is able to follow you.

Tue HonNoumraBre SR MUHAMMAD ZAFRULLAH KHAN: Al
“\Xhis is printed in the Statistics of the Sea-borne Trade of India.
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Tur HoNOURABLE Rar BaHADUR Lara RAM SARAN DAS: Yes,
Sir.

Before I conclude, I would like to refer to an important question raised
by the non-official Advisers and which was not seriously considered at all, while
negotiating the Trade Agreement. In conducting negotiations in a trade
agreement between two countries, the invisible imports and exports are
always taken into consideration and the preferences are adjusted accordingly.
In the case of India partiocularly, the question of invisible imports in the form
-of Home oharges and in the form of. commercial services, such as insurance,
banking and shipping, amount to a very substantial figure. It is put down
that while Home charges amount to about Rs. 40 crores, our payments to the
United Kingdom for the carriage of the export trade in Pritish bottoms is
also the payments to Pritish insurance and banking companies would amount
to Rs. 25 to Ras. 30 crores. Though, there are no reliable figures, it cannot
be denied that, over and above the Home charges, the invisible imports do
affect our financial status in the world. When this aspect of the question was
pointedly brought to the notice of the Government of India by the non-official
Advisers, we did not find any attempt being made by Government to secure
.a greater advantage from the United Kingdom under the new trade terms.
His Majesty’s Government in the United Kingdom, in their trade negotiations
with Russia, definitely discussed the question of shipping and they stipulated
that Russian timber should be carried in British bottoms to the United King-
dom. I want the Commerce Member or his representative in this House to
inform this House whether any attempt was made to secure a condition that
one way trade between the United Kingdom and India should be carried in
Indian bottoms ?

On a careful consideration of all these terms, I do not think that Gov-
ernment have made a case which would justify the acceptance of the trade
terms by the country.

THrE HONOURABLE Rasa CHARANJIT SINGH : (Nominated Non-
‘Official) : Sir, no one has denied that an understanding with the United
Kingdom is absolutely necessary. It was with that idea that the Ottawa
Pact was signed, and approved by a very large majority in the other place
and unanimously by this Houss. Aftsr carefully considering the present
Agreement, I have come to the conclusion that it is a great improvement on
the last, and is of very great advantage to India.

I should liko to congratulate my Honourable friend the Commerce Member
-on the remarkable success of his negotiations. I should also like to take this
opportunity of expressing our thanks to His Majesty’s Government and parti-
cularly to that great statesman, Mr. Chamberlain, for the very sympathetio
-+way in which they have considered and conceded the claims of this country.

Some Honourable Members have said that it gives some advantages
40 the United Kingdom also, and does not give everything to India. I fail
to see the force of this argument. How can there be any agreement which
gives all the advantages to one country only ?

If the present Agreement is dispassionately analysed, it will be found
that the preferences given to the United Kingdom in the Ottawa Pact have
‘been considerably reduced, that the previous conocessions given to India have
‘been preserved intact and that new preferences have also been given to this
-gountry. How can therefore any one say that this Agreement is not to India’s
advantage ?
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I am sorry it was turned down in another place by a narrow majority.
I hope this House will rise to the occasion and will approve this Agreement
by an overwhelming majority, if not unanimously.

This will help the Government of India in preserving for this country
the advantages which have been gained by this Agreement.

Taew HoNxouraBrE MR. HOSSAIN IMAM (Bihar and Orissa : Muham-
madan) : -Mr. President, before I commence my remarks on the merits of’
the Agreement, permit me to say that we greatly appreciate the efforta of
the Honourable Sir Muhammad Zafrullah Khan to secure this Pact. With &
singleness of purpose which is rarely found, with the one objective of favouring
India’s position, with the grim determination to surmount all difficulties, he
persistently fought the Board of Trade and secured the present Agreement.
Sir, it was rather unfortunate, and I regret the attack that was made by the
Honourable Mr. Dow on the pronouncement of Mr. Jinnah in the other place.
The proper venue for this reply was in the other House, and the Government
having missed that opportunity, have thought it right to fire the missiles
from their entrenched position in this Housc, against all canons of chivalry,
and the miles of the ring. Tt is in my opinion worse than hitting below the
belt. The essential part of Mr. Jinnah’s indictment was that the Moslems
and Hindus were alike interested in the agricultural production, but they
were interested only in production. The marketing and trade with the
Uniited Kingdom is mainly the concern of Europeans and the Hindu capitalists.
From this point of view he looked at the matter and came to the conclusion
that if the gfindns and the Europeans decided to do a thing, it is their funeral
and it is not his part or his duty to interfere with it. 95 per cent. of the
Eeople interested in the export trade with the United Kingdom are really

uropeans or Hindus. There is a difference of opinion between these two.
Europeans want to have this Pact ; the Hindus do not want to have this Pact.
He could not therefore come to the rescue of the Government and lend his
help to coerce tho Hindus and force it down their.throat if they do not want
it. But as he felt that this Pact was better than the last one, he could not very
well walk into the lobby with the Congressmen when they had decided to-
reject it. This was the very simple, non-communal stand which he took,
and that has been pictured to us as a downfall into the communal grounds.
It was the Government which was trying to excite communal feelings and
induce the Mussalmans to come and vote with them on communal grounds.

Tae HoNoUBABLE Sik DAVII) DEVADOSS: How is all this relevant.
to the present discussion ?

THE HoNoURABLE Mr. HOSSAIN IMAM : It is relevant because the
Honourable Mr. Dow made reference to it.

TaHE HoNourasrLe Srr DAVID DEVADOSS: That may be, but two
wrongs do not make one right.

Tue HoNoURABLE THE PRESIDENT: He made a reference to the
‘Muhammadans. ‘ .

Tas HoNouraBLE MR. HOSSAIN IMAM: The Leader of the Muslim-

League has been accused of giving a communal colour to this. We say that

it is the Government who gave a communal colour in order to induce the.
\Moslem voters, especially from the Punjab, to vote with them.
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Tay HoNourABLE 8 DAVID DEVADOSS : Bihar is behind you.

TrB HoNoURABLE Mk. HOSSAIN IMAM : Bihar has always acted fair
and without any communalistic idea.

TER HoNoumaBLE THE PRESIDENT : Will you please express your
own views now ? -

Tue HoNouraBLE Mr. HOSSAIN IMAM: In examining this Pact it
is essential that due weight should be given to the textile interests which
form the main bone of contention between the brown capitalists and the
white capitalists.

TrE HoXoUuraBLE SiR DAVID DEVADOSS : Cotton is of two kinds,
brown and white !

Tre HoNovuraBLE Mr. HOSSAIN IMAM: C(otton is of threc kinds
long staple, medium staple and short staple !

Mr. President, we have to consider two factors, the total trade affected
and the special trade affected. Mr. Dow has explained to us that we were.
formerly allowing preference to the United Kingdom interests to the tune of
Rs. 184 crores and now we have reduced that to Rs. 7§ crores, a reduction of
Ras. 11 crores. That is not to be lightly brushed away but it has to be seen
whether in brushing aside or in reducing the number of items which are not to
receive preferential treatment we have cut our nose to spite our face. If I
had time I would have gone into details, but I find there are some items in
which the United Kingdom was supplying to us the majority of our require-
ments, and, as is well known, when you allow preference to your majority
supplier the cost to the consumer is reduced because the competitors who
have to fight him have to bring down their prices in order to compete with the
majority supplier, and so the consumers benefit. There are certain items of
machinery on which a reduction in the customs duty is really a help to trade.
Such items should not have been taken out from the preferential list of British
goods because by removing them you have not harmed the United Kingdom,
you have harmed yourself, the trade, as well as the general consumer. On the
other hand, in the case of items which are not able to compete on equal terms,
for instance, the minority suppliers of textile goods from the United Kingdom, -
if you give them a preference, the result is that you really give protection to
that industry. The long and short of this Agreement is that instead of having
the textile industry of India protected we are giving general protection to the
Indian textiles as well as the British textile interests. In this connection 1
am gsorry to be in disagreement with the non-official Advisers and the general
trend of the criticism in this House as well as in the other House. My point,
Sir, is that the Indian mill industry have thrown dust in our eyes. They have
been hankering for more and more protection and all the time consuming less
and less of Indian raw cotton. I have before me the report of a body whose
impartiality even the cotton textile interests will not question, I refer to the
Annual Report of the Indian Central Cotton Committee, Bombay, for 1937,
in which you will find mentioned that Indian textile interests have consumed
2,635,000 bales of Indian cotton, whilst #reigners, against whom you are pro-
tecting them, consumed 4,015,060 bales of Indian cotton.

THE HoONOURABLE MR. SHANTIDAS ASKURAN: There is some
mistake, which country has taken 4,000,000 bales ?
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Tas HoNouraBLE Mr. HOSSAIN IMAM : All the countries combined,
Sir. Japan took 2,324,000 bales ; the United Kingdom took 524,000 bales.

Tue HoNourasLk M. SHANTIDAS ASKURAN : That is not Indian
co'tt;(;x;:. That is the consumption figure of the industry. You are making a
mistake.

THE HoNoUrABLE Me. HOSSAIN IMAM: It says here clearly, “ Ex-
port of Indian raw cotton classified by varieties, Appendix XII .

THE HoNouraBLE MR. SHANTIDAS ASKURAN: We have not got
4 cotton crop of 75 lakhs of bales. You will have to grow that much first.

Tae HoNouraBLE MrR. HOSSAIN IMAM : This comes to a total of 65
lakhs of bales. And you will be further thunderstruck, Sir, when I state that
of the lowest kind of Indian cotton, the Bengal cotton, the Indian mills used
only about 12 per cent. of their total purchase, whereas the foreigners were
taking more than 26 per cent. of their total import from the worst kind af the
total production in India. These are figures given by a neutral body who have
neither the interests of foreigners nor of the millowners at heart. The foreign-
ers are to take up 60 per cent. of our raw cotton production and yet we must
discriminate against them. The Indian mills consume 40 per cent. of our
<otton production and mostly the best kind yet they claim protection from the
Indian taxpayers. This is the worst possible agreement that could be made
that the users of the minority of the agricultural produce should have the
greatest amount of protection. That is in a nutshell the case of the Indian
millowners. The non-official Advisers made a gesture that they would advise
the millowners to sacrifice their interests and to allow a reduction in the duty.
But they hedged that with the impossible conditions, that the United Kingdom
should take only Rs. 3 crores worth of preference. They were quite aware
that this could never be accepted and so they would never be called upon to
make that sacrifice. And that is what they are doing now. They are turning
back and saying that they cannot allow this Agreement, not because there is a
reduction in the cotton textile profits but because their main contention that
the total value of preferential articles from the United Kingdom should only
amount to Rs. 3 crores has not been fulfiled. On what basis was this figure
of Rs. 3 crores arrived at ? Was there any basis ? Can you have a trade
pact of such a one-sided kind in which you are empowered to lay down a
minimum of your concessions irrespective of what the other country grants ?
You want 80 per cent. of your goods exported to the United Kingdom to be
:sheltered but you don’t want to give any consideration to the United Kingdom.
The textile interests want to gain all along the line. They expressed their
readiness to the Indian taxpayer to sacrifice themselves. On the other hand
they placed such a demand on the United Kingdom as could not be accepted,
and therefore they were sure they would never be called upon to pay back
‘whatever they had promised. Their promise was hedged in by impossible
«oonditions.

Now, Sir, in considering the value of the exports we have to consider
whether India’s total trade has improved or not. That is one item on which
‘we are rather disappointed. India’s §ptal trade is not improving, although as
far as the United Kingdom is concerned, we find that exports to the United
Kingdom of Indian goods have increased from Rs. 36.82 crores in 1932-33 to
Rs. 63.49 crores in 1936-37, and the imports from the United Kingdom have

\remained stationary at Rs. 48 crores. So that we can come to this conclusion
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that the preferences granted to the United Kingdom-do not allow the United
Kingdom to expand its trade, and that non-expansion has two meanings.
Firstly, it means that they do not pass on the advantages of their preference to
the consumers. Secondly, that they would not have been able to compete in
-our market if they had not received this preference, because their production
cost was mostly higher than that of their competitors ; whereas Indian export
had increased and the price was consequently reduced and thereby they se-
cured a greater market than formerly, and so part of the advantage which
India derived has been passed on to the United Kingdom consumers. So the
United Kingdom does not stand to lose much by granting these preferences
which they have secured.

THE HoNoUrABLE THE PRESIDENT : You have exceeded your time.
THE HoNouraBLE MR. HOSSAIN IMAM : T am finishing, Sir.

On the balance we find that this Trade Pact, as is usual with trade pacts, is
a question of mutual adjustment. There are no advantages which can be
-glorified into great victories, as for instance, the quota fixed for cotton consump-
tion. As I have stated, the United Kingdom is nat our main buyer of raw
cotton. They are buyers only to the extent of 12 per cent. of our export of
raw cotton. 88 per cent. of the purchasers of our raw cotton are those for
whom we are making no concessions. Why should we make all these conces-
sions for 12 per cent. buyers ! That is a question which the Government
should answer. If their intention was really to give something to the producers
of raw cotton, they ought to have made concessions to all the producers of
raw cotton, especially those who are irterested in the short staple cotton of

India like Bengal cotton.

Then, Sir, we do not know what would be the position of the Government
vis-a-vis the votes of the two Houses. Is the Government going to accept the
rejection by the one House and not introduce this measure. If it is the
intention of the Government to do whatever they have decided without any
regard to the votes of the two Houses, then:

THe HoNouraBLE THE PRESIDENT : This House has not given its
vote yet.

THE HoNoURABLE MR. HOSSAIN IMAM : Mr. President, the voting of
this House is practically well known and there is no need to give any assurance
from the Government-that they will honour the favourable mandate that they
receive from this House. If they were really keen on giving responsibility to
the Indian Legislature in this matter, they should have come forward with
the assurance at the time when they introduced this measure in the other
House. If this assurance had been given it is quite on the cards that the vot-
ing might have been a little different, because then we would have realised the
responsibility. 1In conclusion I will say that as they have safeguarded their
own liberty of action, we cannot take any responsibility for this action, where
-our opinion will not count for anything. Therefore, Sir, we will abstain from

voting.

THE HoNouraBLE SiR MUHAMMAD ZAFRULLAH KHAN (Commerce
Member) :  Sir, T regret very much that, owing to my being in charge of part
-of the Government, business in the other House today, which may be reached
in the afternoon, I have had to intervene in the debate at a stage earlier than _
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1 cvuld have wished ; but as the Honourable Mover of this Motion will reply
to the specific points raised in the debate it is really not necessary for me to-
traverse all the grounds of objection taken so far. I was extremely sorry to-
hear the criticism of the Honourable Leader of the Congress Party with regard-
to Government's decision to move this Motion in this House. I cannot imagine
that he should be unaware that that decision was taken before the Agreement

was discussed in the other House and before Government could have had any

posdible indication of what the voting in the other House would be, more parti.

cularly having regard to the number of amendments that had been moved on

behalf of several Parties in that House. Again, he chose to forget that this

House had cxpressed a desire, I believe on more occasions than one, that any
Agreement arrived at with the United Kingdom should be placed before this

House for an expression of their opinion. It is not today that the composition

of this House has been changed. Its composition was exactly the same when

Honourable Members expressed that desire and therefore I regret all the more

that he should have chosen to characterise the course which Government have

adopted as not being honest and straightforward. On the contrary, Sir, if we

were to analyre the real sijuation I am afraid it would be very difficult for the

Honourable Member and for his Party to be acquitted of charges of that des-

cription. He has claimed that the other House has turned the Agreement

down. If he claims that merely on the figures of the division, of course he is

right, but how far is he honest in urging that that represents the real opinion

of the other House on the merits of the Agreemept ? He is well aware of the

attitude of different Parties towards the Agreement. e is well aware of the

speeches made by the Members of the Muslim League Party on the merits
of the Agreement and he must know which way that Party would have voted,
if it had not been for certain political vonsiderations. Let us not, Sir, by

implication make monopolistic claims of honesty, straightforwardness and
initegrity on behalf of particular political Parties. Exigencies of politics very
often place people in positions which it would be very difficult for them to

defend if strict standards of those kinds were applied. Put I willsay this,.
Sir, that there is nothing dishonest, nothing lacking straightforwardness, in.
the conduct of Government in moving this Motion in this House this morning.
I was astonished to hear from the same Honourable Member that Government
should have taken a little longer to consider the decision recorded by the other-
House before they came to this House to ascertain the views of Honourable

Members here. Burely, Sir, he did not mean that Government should first

have come to a decision, as the result of the division in the other House, as to

what they were going to do and then moved a Motion in this House to find out
what the views of Honourable Members were. Now, let us see to what extent

the speech of that Honourable Member himself comes up to those standards

whick he has himself specified. I do not know where he got his information

from, but he says what kind of Agreement is this which one Stanley signs.
on behalf of the United Kingdom and another Stanley signs on behalf of India.

He did not choose to enlighten the House who this other mysterious Stanley is..
If he means Lord Stanley, the present Lord Stanley is a minor.

THE HoNovraBLE MR. RAMADAS PANTULU : 1 was referring to his
father who was Secretary of State for the Colonies. I
meant the observation was made when Lord Stanley was
Under Secretary of State for India. The Agreement was not oconcluded

"\tzhen.

12 M
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THE HoNouraBLE Sie MUHAMMAD ZAFRULLAH KHAN: I stand
corrected to that extent. Well now, it happens that Lord Stanley is dead,
but the argument would still remain valid if his successor, Colonel Muirhead,
had signed the Agreement on behalf of India. It would then be only a differ-
ence of names. But that is not true. This allegation is on a par with the
other statements and allegations which have been made on behalf of certain
interests in regard to this Trade Agreement in the Legislature as well as out-
side. This Agreement has been signed on behalf of the United Kingdom by
Mr. Oliver Stanley, a4 the Honourable the Leader of the Congress Party assert-
ed, and on behalf of India by the High Commissioner for India, Sir Firoz Khan
Noon. Surely when an Honourable Member holding so responsible a position
makes allegations of that kind he owes it to this House to make sure that those
allegations have a basis in fact.

He then went on to make another entirely incorrect and unjustified state-
ment, and there surely there should have been no room for any misunder-
standing, because he could either have listened to the speech to which he was
referring or, if he was not able to listen to it, he could have obtained a copy of
it to inform himse!f of what was said. He said that the Honourable Sir Thomas
Stewart speaking in the Legislative Assembly in support of the Government
Motion on the Trade Agreement expressed a regret that the United Kingdom
piecegoods imports had been declining and the output of the Indian industry
had gone on increasing.

THE HoNOoURABLE MR. RAMADAS PANTULU : That is how I under-
stood him. That is how I understand him still.

Tue HoNourasrL Sie MUHAMMAD ZAFRULLAH KHAN : S8ir, I can
merely state what Sir Thomas Stewart said. I cannot supply the Honourable
Leader, of the Congress Party with an understanding! Sir Thomas Stewart
gave ‘the figures and said that is how the trade stands. There was nothing
either in the words used by him or in the argument which he developed from
which any inference could be drawn that he was regretting the advance made
by the Indian industry at the expense of Lancashire.

Then, Sir, the Honourable Member, while charging Government with
dishonesty and lack of straightforwardness, shed a few crocodile tears over
the state of the Indian agriculturist and described the Agreement as a one-sided
arrangement under which India gets nothing at all:tand a surrender is made to
Lancashire interests. ‘Well, that again I leave it to the House to decide—
whether the picture is so one-sided as all that. Put I will take up one rather
curious doctrine put forward by him which was also hinted at by a member
of the Congress Party in the other House. He says, these advantages that
you say we have secured under the new Agreement or which are continued
under the new Agreement, they really, to begin with, are worth nothing at all.
But if they are worth anything at all, surely even if we have no trade agreement
with the United Kingdom, we shall continue to enjoy them because the United
Kingdom dare not discriminate against us. If we had no agrecment and they
took away those advantages from us they woud be behaving unfairly towards
us, in the sense that they would be placing us in a position in which we were
being discriminatod against. And, therefore, I suppose the first part of the
argument is, inasmuch as Great Rritain would dislike to discriminate in that
sense against India, we will get all the advantages and we need give nothing
to Great Britain in return for it. How far that argument is honest I shall
again leave it to the House to judge. Put let us examine this doctrine of
discrimination a little further. The United Kingdom, since the coming intos

v
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force of their Import Duties Act, is committed to this policy that their tariff
will apply to all imports into the United Kingdom except in the case of coun.-
tries which might conclude agreements with the United Kingdom, in which
case the tariff would be modified in accordance with the terms of the Agreement.-
‘Well now, we enjoy these preferences in the United Kingdom and these pre-
feronces are also enjoyed by the Dominions. The Dominions give a gutd pro
guo to the United Kingdom for the preferences which they enjoy and we also
give a quid pro quo for the preferences which we enjoy. The argument is:
we withdraw the quid pro quo and then the position will be that England will
then have to say. ““ We will withdraw the preferences from India ”’. Then we
shall say: “ You are discriminating against us”’. Put that surely is not
discrimination against India 2 There is an agreement between each Dominion
and the United Kingdom whereunder in return for something which the Domi-
nions give to the United Kingdom vis-a-vis foreign countries they receive pre-
ferential treatment in the United Kingdom. India is in the same position.
If the final decision on hehalf of India is to reject this Trade Agreement,
surely India cannot complain if she no longer finds herself in the same position
a8 the Dominions. PBut, India will still be in the most favoured nation cate-
gory in which France is vis-a-vis the United Kingdom, in which Germany is
vis-a-vis the United Kingdom, in which every other country is vis-a-vis the
United Kingdom, except to the extent to which specific trade agreements might
have modified the normal course of tariffs.

Now, Sir, the Honourable Mr. Askuran put certain questions to me. He
said : 'Will you secure certain modifications of this Agreement for us ? First
he said, those modifications which you yourself said in the other House might
be possible to obtain, and secondly, certain further modifications which he
himself suggested. In the other House I had suggested that certain modifica-
tions could be obtained, though my own view was that by secoring those modi-
fications India would place itself in a worse position than it would be under
the Agreement as it stands. I shall not go into details in regard to that here.
I mentioned them in detail in the other House. But if that is the general
desire, those modifications could be secured.

THE HoNoURABLE Mr. SHANTIDAS ASKURAN: I did not mean
those modifications, Sir. I thought you would secure the modifications as
regards the qualities of cotton concerned, and purchase regerdless of parity.

Tae HoNoUrRABLE SiR MUHAMMAD ZAFRULLAH KHAN: With
regard to cotton, the modification mentioned by me was this. 1 said, Honour-
able Members have been saying : We are not satisfied with this arrangement
where on default occurring on the part of the United Kingdom in the takings
of our raw cotton to the extent of 50,000 bales or a fraction thereof, there will
be a corresponding reduction in the piecegoods yardage figures by 25 million
yards. I said, if Honourable Members are not satisfied with that arrangement,
it might be possible to persuade the Board of Trade to accept the arrangement
that, if their takings fall substantially below the minimum figures mentioned
in the Agreement, then it should®be open to India to denounce the Agreement.
I said, my own personal view was that this would be a change for the worse,
for, who is going to use the cotton which the United Kingdom will take ?
Lancashire manufacturers. Now, Lancashire manufacturers are interested
in the yardage figures. Their object all the time has been—and it is a perfectly
natural desire on their part—to increase the market for their products in India
and the Agreement so fi;ks up the obligation to take Indian raw cotton with

\hs facilities for the sale of United Kingdom: piecegoods in India that it
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becomnies the direct interest of the person who is to use the cotton and who is to
manufacture the cloth, to take as much cotton as he can take. But if Honour-
able Members say—this is what I said there—that that kind of arrangement
is not adequate and that we should have the power to denounce the Agreement,
the position becomes this. I say to the United Kingdom : ‘‘ If you do not
take the quantities which you have undertaken to buy from India, then I shall
take action which will absolve you from taking any more cotton afterwards ”.
But opinions might differ. 1 may be wrong and it may be that it will be a
better guarantes to have the power of denouncing the Agreement in case the-
minimum quantities are not taken.

Let me now come to the modifications suggested by the Honourable
Member here. He says he is interested in two modifications. He asks : ‘“ Are
you able to secure that the quantity taken is 600,000 bales in each year ?

THE HoNouBABLE MR. SHANTIDAS ASKURAN: 500,000, 550,000
and 600,000, whether there is parity or not, and the quality.

THE HoNoURABLE SiR MUHAMMAD ZAFRULLAH KHAN: Parity
or not, these minimum quantities must be taken. As I have said, whether
parity or not, they are under an obligation to take these quantities because if
they do not, then, for every deficiency of 50,000 bales or a fraction thereof—
even 1,000 bales—their yardago figures are reduced. After all, where there is
a guarantee, there has to be a sanction behind it. If they fail to take, what
will happen ¢ Does the Honourable Member mean that we should be able to
dendince the Agreement ? I think such modification is still possible. He
then said that they should be under an obligation to take certain percentages
of particular qualities. He said that the peroentage of short staple in their
takings is extremely small. May I remind him—it is unnecessary for me to
enter into details—that the percentage of their takings of seven-eighths of an
inch staple and below which is defined as short staple, has been steadily rising
and that it now stands at 61-2? I am assured that it is impossible for the
industry to bind itself in regard to defined percentages of particular categories.
Ten years ago, the percentage of short staple was less than 40 and today it is
over 61. Surely, that is an indication of what will go on happening under this
Agreement. This exhausts the list of modifications suggested in the other
House and the modifications suggested here. The argument comes to this,.
that if you can assure us that these modifications can be obtained, then you
may put this Agreement into force. If that is so, then all this outery that
the reduction of duties on Lancashire piecegoods to be offered under this
Agreement will ruin the industry is sheer nonsense, because, if these modifica-
tions were obtained, the industry would be willing to accept those reductions.
Therefore, it follows that they are able to aftord it, unless these modifications
are being suggested in the hope that we might say : ““ No, it is not possible to:
obtain these modifications ”’ and then the industry may say that as these
modifications in favour of the cotton growers could not be obtained, the Agree-
ment could not be accepted.

" Tum HonourasLk Mz. SHANTIDAS ASKURAN: The position is-
changed only on this last increase in the cotton duty. Otherwise, I would
have given my opinion on absolutely different grounds.

Tae HoNoumaBLE SIR MUHAMMAD ZAFRULLAH KHAN: I am
very glad the Honourable Member is of that view.
Now, Sir, I was not able to hear and therefore not able to follow the greater
part of the observations which fell from the Honourable Rai Bahadur Lala /
. ¢
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Ram Saran Das. But I was able to catch one point which he tried to develop
with reference to two or three commodities. He said that our trade has in-
creased with the United Kingdom in certain commodities but so has our trade
in those commodities increased with other countries. Surely, it was for the
Honourablo Member to find out by a comparison of the figures whether the
increase with the United Kingdom has been more or less than the proportionate
increass with other countrics. If it was more, ho should have admitted that
we have gained an advantage in the United Kingdom markot ; if it was less,
then we have in fact lost ground. But he forgot that the totals for all countries
that he gave included our trade with tho United Kingdom. Ho was taking
advantage of the increase of trade with the United Kingdom to support his
argument that there is an increase in the trade with all countrics. Let mo
take one item, goatskins. Figures are given at page 57 of the Memorandum
that has besn supplied to Honourable Members. Qur exports of goatskins
to the United Kingdom in 1935-36, 1936-37 and 1937-38 were (omitting decimal
figures) 71 lakhs, 78 lakhs, and 95 lakhs. The total figures were : 278—
2768—(if you look at the decimal figure thete is actually a decrease)—and 307.
Thus, we had 71 lakhs out of 278 lakhs, in 1935-36, because 278 lakhs is the
total to all countries. The next year we had 78 lakhs out of 278, and in the
last year we had 95 lakhs out of 307. Thus, the figures for all other countries
minus the United Kingdom become 207, 200 and 212 lakhs. From 207 they
went down to 200 and then went up to 212 lakhs. The average has thus re-
mained the same, whereas exports to the United Kingdom have increased §rom
71 lakhs to 95 lakhs. It is this kind of criticism which has throughout been
directed against this Agreement and which makes one doubt whether Honour-
able Members have really applied their own minds to the different aspects of
the Trade Agreement and come to conclusions for themselves or whether they
are going merely by the criticism which has been published in the press by the
Federation of Indian Chambers of Commerce and other bodies. Then it was
said that goatskins will enjoy no preference. That againis not correct. (Goat-
skins are one of the commodities for which a scheduled preference has been
secured but actually they have been enjoying a preference. May I explain
thatin aminute ¢ Where a commodity hae free entry into the United Kingdom
under our Agreement and the free entry does not apply to importe from other
souroes, then in that case duties are imposed upon imports from foreign coun-
tries and to the extent of those duties the countries enjoying free entry, that
is to say, India and the Dominions actually enjoy a preference but it is an
unscheduled preference. The danger is this, that later on, they may reduce
these duties or may abolish them altogether against foreign countries also.
One improvement that we have made in this Trade Agreement as compared
with Ottawa is that in regard to chrome leather, goatskins, bones and gram
we have now got scheduled preferences. We have said : *“ Your duty stands at
such and such a figure, but tomorrow you might reduce this duty. You are
under no obligation to maintain it. Will you now schedule the preferences
in respect of these commodities and give us a guarantee that whatever happens
during the currency of our Agreement these duties will not be reduced below
the scheduled figure” ¢ That is what has happened. The actual enjoyment
of the preference is not modified. That depends on the actual level of the
duty, but we have ensured now that the preference shall not fall below a
certain point.

And that brings me to a matter which, Sir, with your indulgence, I might

\. try to clear up. I said in the other House that the Federation of Indian
Chambers of Commerce had either completely misunderstood this scheduling
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-of new preferences, which would be extremely regrettable in the case of an
Association which purports to represent Indian commercial interests, or had
-deliberately mis-stated the position, which would be worse still. On that
I have received a long communication from the Federation protesting againgt
my statement and pointing out that all that they had said was that the non-
official Advisers had asked for a certain quantum of preferences to be scheduled
and the preferences that had been scheduled were not up to that level. Now,
Sir, if this is all that they meant, it is a different matter ; but that certainly
is not what they said. If they meant only that much then certainly my
ccriticism of their position was not justified and I owe it to them to state it
publicly as I am doing now that I was wrong. But I still maintain that what
‘they said with regard to chrome leather, which was the particular article to
which I was referring in the other House, was this. They said

TaE HoNoURABLE THE PRESIDENT : Are you reading from a news-
paper ?

TuE HoNoURABLE Stk MUHAMMAD ZAFRULLAH KHAN : Yes, Sir,
‘the Hindustan Times.

THE HONOURABLE THE PRESIDENT : I cannot allow that.

Tue HoNouraBLE SiR MUHAMMAD ZAFRULLAH KHAN: Very
-good, Sir. I shall take upon myself the responsibility for stating that what
they said with regard to chrome leather was that the preference has been
reduced and the position under the new Agreement is worse than it was under
‘Ottawa. I have fortified myself on that, Sir, and I therefore repeat that
either they misunderstood the position, had not fully appreciated it—and I
-can make allowance for that because their criticism of the Trade Agreement
‘was published almost as soon as the Agreement itself was published, which
-gave them very little time to consider its provisions and therefore they might
eagily have fallen into this error—or they have misrepresented it. But if
they say that what they said was correct, then I repeat that it is entirely wrong.
If it is not a deliberate misrepresentation it is the result of a misunderstanding.
“The position with regard to chrome leather is that at present it enjoys by
virtue of the privilege of free entry the full benefit of the 30 per cent. duty
levied upon imports from foreign countries into the United Kingdom. It
-continues to enjoy that under the new Agreement. It will continue to enjoy
-the full benefit of any duties imposed by the United Kingdom on foreign
-chrome leather. The only difference is that, as I have already explained,
we have now secured that this duty shall not during the currency of this Agree-
ment be reduced below 15 per cent. I hope I have cleared up that matter
-satisfactorily. .

Sir, I have already taken a great deal more time than I was entitled to
-and I believe I have dealt with the principal pointe raised in the course of the
.debate. I would beg the House not to go on repeating certain cliches irrespec-
tive of whether they are actually justified by the facts or not. As I stated in
the other House, one of two positions may be taken up. One is this. We
-do not want a Trade Agreement with the United Kingdom as we cannot be
sure that, situated as we are constitutionally and politically in relation to the
United Kingdom, we can really secure an Agreement which would be to the
benefit of India. That is one position. If that is so, then one is rather
surprised that one should have been given a mandate by the Assembly to .-
«conclude a Trade Agreement with the United Kingdom when all the time #he



-

830 COUNCIL OF STATE. [80Tz Marca 1939.

[Sir Muhammad Zafrullah Khan.]

attitude of certain parties was that they were not lg:epared to accept any kind
of Trade Agreement with the United Kingdom. e other position is that we-
#hould divest ourselves as business men ought to in all their concerns, of every
kind of political bias in the matter, and we should say to ourselves that we may
not have got all that we had asked for, all that the non-official Advisers had said
we should get but what is the result on a balance of considerations? The
shoe may pinch a little bit here and might be very easy somewhere else. But
on a balance of considerations is this an Agreement which is likely to secure-
substantial benefit to India ? Or look at it in another way. If we give up-
all that we might secure under this Agreement and the textile industry is
not called upon to make any sacrifice at all, would the injury done to our
general trade be less than the profits that the textile industry might be called
upon to sacrifice under the Agreement?  Those profits are perfectly legiti-
mate. I am not insinuating that the industry has taken advantage of the
scheme of protection to secure improper or illegal advantages. But here is.
an industry which under the scheme of protection has flourished, which in
itself is gratifying and which has secured a position for itself for which those
who have been responsible for bringing the industry to that position deserve
every credit, but having secured that position—and a study of the figures.
shows that their practical monopoly cannot now be challenged by Lancashire,
whatever may be the case vis-a-vis Japan if there were not such a high wall of
protection against that country—is it not legitimate to ask that they should
agree to this new Agreement whereby Lancashire imports into this country,
which last year fell to 266 million yards and this year might stand at 200-
million yards, might be helped to the extent of another couple of million
yards or so on the average. Sir, is it seriously contended that an industry
whose production today stands at 4,000 million yards would be ruined or-
seriously prejudiced if the imports from the United Kingdom roee to a figure
at which they stood in 1934-35 ? I submit, Sir, there can be only one answer
to that question. (Applause.)

THE HoNOURABLE THE PRESIDENT : This is an opportune time to-
adjourn. After lunch I will give all Members who desire to speak the fullest
opportunity of speaking.

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

The Council re-assembled after Lunch at Half Past Two of the Clocl.:,
the Honourable the President in the Chair.

Tae HoNouraBLE Mr. V. V. KALIKAR (Central Provinces : General) :
Sir, in discussing this Trade Agreement between India and the United Kingdom
one cannot forget the political condition of India and in spite of the efforts
made by my Honourable friend the Commerce Member to bring about an equit-
able Agreement between India and the United Kingdom I am afraid I must
state that he has failed in his attempt. I quite agree with him that he
has been able to reduce the value of imports into India of the United Kingdom
from Rs. 18 crores to about Ra. 7 crores ; he has been able to get some advan-
tages over the Ottawa Agreement in some commodities, but, as an agriculturist
T must submit that so far as raw cotton is concerned, the agriculturist and the
cotton growers are not satisfied with the terms that have been placed before
us and therefore we are not enthusiastic in this connection. In a Trade Agree-
Hent when two countries want to conclude equitable and impartial agreement,.
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the political status of the two countries must be the same ; this is wanting in
the care of one. Here, Sir, the Government that concludes the Agreement with
the United Kingdom on behalf of India is admittedly a subordinate branch of
the British Government. They cannot but be influenced by the vested inte-
rests of Lancashire and therefore they have to knock out a bad bargain. I
am one of those who want to make use, the best use, of a bad bargain, but here
I find from the point of view of the cotton growers that it is not only a bad bar-
gain, but it is the worst bargain. Apart from the recommendations made
by the majority of the non-official Advisers about giving some protection to
the shipping industry against the discrimination of the United Kingdom, about
giving protection to the banking industry and about giving some chance to our
young men to allow them to work as apprentices in the commercial concerns
and factories in England, the position we see is that we have not been able to
conclude a Treaty which will ameliorate the condition of the cotton grower.
I am particularly connected with cotton growing and I come from a constituency
which is a purely agricultural constituency where cotton is grown and I there-
fore submit that I must record my protest on the deal which has beea placed
before us which is not at all in the interest of the cotton growers. Sir, we find
from the figures that last year 6} lakhs bales of raw cotton were exported to
the United Kingdom. 1f, Sir, that is the position, then I fail to understand
why the representation that was made to the Government by the representatives
of the cotton growers during the period when the negotiations were being
carried on that a guarantee of 7 lakhs bales should be given by the United
Kingdom to India and that within a period of five years the objective figure
of 10 lakhs bales should be reached by the United Kingdom was not given effect
to? If the figures are correct, they have taken 6} lakhs bales last year ; if the
information that they are trying their utmost to take more raw cotton from
India is correct, if the attempts made by the Lancashire Cotton Committee to
import a large number of bales is really correct, then, Sir, the position is that
the representation made by the cotton growers should have been given effect
to. I find, Sir, that in this House and in the other House much is said against
the industrialists. We are told that the industrialists have been very much
benefited at the cost of the consumer and therefore they must make some
sacrifice. I agree, Sir, that they have benefited. But they have benefited
after a long agitation for many years with a view that the main industry in
India should be able to compete in the home market as well as in the foreign
markets with foreign textile goods. And after a very long agitation that in-
dustry received protection. If by concluding this Agreement the industry
is to lose by 50 per cent. the protection that was afforded to it and at the same
time the cotton growers are not going to benefit in any way, I for one, Sir, will
not bo a party to support this Agreement when we, the tillers of the soil, do not
and cannot reap any benefit from the Agreement that has been placed before us.
I understand, Sir, that about 60 lakhs of bales of cotton is produced in India,
of which about half the quantity is consumed by our mills in India. Japan
consumes according to the Agreement that has been entered into with Japan
about a million bales and before some years we had a good market for exporting
our raw cotton and especially I mean Gomra cotton from my district in the Cen-
tral Provinces and Berar to China. That market is closed to us now. So we
are passing anxious times to find a stable market for our produce. Under
thesc circumstances we caunot afford to displease the Indian textile industry
which is our biggest customer. The Lancashire mills could have, Sir, without
any material loss to them, agreed to the proposal of the representatives of the
cotton growers and guaranteed to take 7 lakhs of bales with an objective
figure of 10 lakhs within five years. Here we find, 8ir, that they are going to

o .
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take 5 lakhs of bales in the first year, 5} lakhs of bales the second year and in
subsequent years 6 lakhs of bales. Not only that, the representatives of the
ootton growers urged that a percentage should be fixed for taking the Oomra
cotton. We were told this morning that the percentage of takings of Oomra
ootton has been reached to about 61-8 per cent. The cotton growers repre-
sented that the percentage should be fixed to 85 per cent. So that also has not
been agreed to. From the Report of the Indian Central Committee
I find that they stated in paragraph 10 of the Report of 1938 that on the basis
of production of yarn up to 20 counts only it has been roughly computed that
Lancashire’s requirements amount to 13,683,000 bales and for much of this
Indian cotton is required. Now, this statement is from a report of an expert
committee of cotton growers. Now, Sir, if that is the position of Lancashire
I do not think they would have lost much in accepting and agreeing to the
demands of the cotton growers. Therefore, Sir, I think the Agreement that
has been brought forward before us does not satisfy the minimum demands
of the cotton growers and so the cotton growers caanot find their way to sup-
port the Agreement.

STATEMENT OF BUSINESS.

Tue HoNoURABLE THE PRESIDENT : Honourable Leader of the Hause,
you have an important engagement this afternoon. You may now make
your statement regarding the future course of business.

TeE HoNOURABLE KuNwARr Sik JAGDISH PRASAD (Leader of the
House) : With your permission, Sir, I would just like the House to know
the husiness for this week and what we anticipate for next week. It is expec-
ted that the Legislative Assembly will pass some Bills by Friday, the 31at in-
stant. I therefore suggest that for the purpose of laying them on the table of -
the Council we may meet at 11 ao.M. on Saturday, the 1st April. The Motions
for the consideration and passing of the Bills laid on the table on the 1st April
may with your leave be discussed on Monday, the 3rd April. Should, how-
ever, no Bills be passed by the Legislative Assembly on the 31st March the
meeting on the 1st April will be cancelled by a circular.

TrE HoNOURABLE THE PRESIDENT : I shall bear your suggestion in
mind.

Tae HONOURABLE Stk A. P. PATRO (Nominated Non-Official): Sir,
after the very lucid statement on the general outlines of this Agreement given
by the Honourable Mover and the explanation offered by the Honourable
Member, it does not require much argument to support this Agreement. Be-
fore I go into the merits of this Agreement I would, however, beg to clear one
misconception that seems to be prevailing amongst certain Members. The
composition of the House is very much misunderstood. The nominated Mem-
bers are 26, of whom the officials are 9 and the non-officials are 17. The elected
Members are 32. Thus the number cf ncminsted Members, including officials
and non-officials, is 26, while the number of elected Members is 32. Therefore

9
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the statement often repeated that the nominated Members dominate the voti
strength of this Council and that therefore any proposal that is put forwa.rrlg
by the Government is slavishly carried out is entirely incorrect. On the
other hand, the people who make this kind of charge are not able to see the beam
that is in their own eves. With the 32 Members who constitute the majority
are divided into four Groups and the attendance of the Members of each Group,
the division lists show how far they are responsihle to this House and how far
they are responsible to and representative of the interests of their constitu-
encies. Not only this, Sir, he forgot altogether that the 16 or 17 nominated
non-officials are like jurors and assessors between the official bloc and the non-
official bloc. Therefore, their verdict depends on the circumstances and the
facts of each case and the justice of the cause and it is not mere slavish obedience -
to Party Whips irrespective of their conscience and their convictions. This
being the picture in the House, it is ridiculous for anybody to say that the no-
minated Members dominate the House. Leaving that fcr the moment, I
submit that the discussion today would have been much easier if the Honourable.
Member representing the group to whom the Honourable Mover addressed
the question, that is, the Congress Member, had replied to his question. The
question was : “ Why was it that the Congress Leader and the Congressmen sat
mum in the other House when Mr. Jinnah made the statement whose fallacy
could have been exposed by them ?” If they were supporting the interests
of the agriculturists, producers and the poorer classes, they should have got
up in their seats and replied to this. The absence of any such reply from their
side shows that they also agreed. Silence is half consent, as they say. They
agreed therefore with the statement made by Mr. Jinnah. Here, also when
challenged to explain the position taken up in the other House, we have not
had any explanation. That indicates that those who sit here also consent
to that position. Apart from this, the question is this: ‘“Is this Agreement
justified on the merits ? > There are criticisms which show that this is a very
fair and reasonable Agreement. In the circumstances, it could not te other:
wise. Oan the other hand, it is pointed out that this Agreement gives more to
Lancashire and therefore it ought not to be accepted. Lancashire, on the
other hand, has been agitating that the British Government has not been very
fair to them, and that the British Government have yielded to the bargaining
powers of the Indian delegation. In the midst of these, what are we to do ¢
We must look at facts. Thefacts are that the Indian textile industry is not able
to consume more than 50 per cent. of the cotton produced in this country.
What is to become of the other 50 per cent. ? Are the producer and the ag-
riculturist to be subjected to the prices dictated by the consumers of this
cotton or the cotton brokers who are used for fixing the price of cotton for the
agriculturist ¢ Therefore, it is in the interests of the producer, the agricultur-
ist, that this surplus of 50 per cent. should be exported and consumed. The
United Kingdom agrees to take a large proportion of the cotton grown in India
and there must be some quid pro quo for this. If today India gives preference
to the extent of Rs. 760 lakhs, India gets a benefit on the concessions to the
extent of about Rs. 30,60 lakhs worth of imports, which we have either free
or on preference. If so, how can you say that the Agreement is to the dis-
advantage of the country ¢? Then again, if a larger quantity of United King-
dom manufactured piecegoods are imported, it is not an absolute concession.
That concession depends upon a quid pro quo, namely, that increased consump-
tion takes place. There is guaraatee of a definite consumption by the United
Kingdom. If the minimum is not reached, a penalty is attached to it. There-
fore, it i8 a very fair and reasonable thing. When we grant concessions, the
United Kingdom also gives more concessions. This is tite second advantage.”

o2
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The third thing which we have to note is this. In the case of raw materials
imported into the United Kingdom, we must remember that there is very great
competition from the Empire goods. Preferenoe is given in the case of our raw
materials. Therefore, on these three grounds, I think that this Agreement is-
to the benefit of India and that it should not be rejected. I have not heard

from Mr. Kalikar that the agriculturists do not like it. I8 he prepared to sell

his cotton at a lower price than that which is obtained from the United King-

dom ? 50 per cent. of the produce of India——

TEE HONOURABLE Ral BaHADUR Lara RAM SARAN DAS: May I
inform my Honourable friend——

THE HoNouraBLE Stk A. P. PATRO: 1 do not give way, Sir. Is he
to say that 50 per cent. of this is to go at a cheaper rate ? The Indian producer-
looks for a steady market for his produce, and a proper and equitable price for
it. How is he to obtain this ? If there is no agreement at all between India.
and England. what is to happen to the produocer of cotton ?

(At this stage the Honourable Rai Bahadur Lala Ram Saran Das attempted to
interrupt.)

Teg HoNoURABLE THE PRESIDENT : Let the other Honourable Members-
have their own say.

TaE HoNoURABLE Sik A. P. PATRO : The Honourable Member read us.
about 20 typed pages. I think he should now have the patience to bear with
me. If there is no Agreement, what is to be the fate of the producer and the
agriculturist ¢ What is to become of the very many articles which are now
receiving preference or which are freely admitted into the United Kingdom ?
That position has to be seriously considered before we think of rejecting this
Agreement. It seems to me, in the words of the Prime Minister of the Punjab,
it will be a great betrayal of the interests of the agriculturist and of the producer
if we do not accept this Agreement. As an agriculturist, therefore, I support.
the Agreement.

Tue HoxourasLE Me. H. G. STOKES (Bengal Chamber of Commerce :
1 rise, Sir, to give my whole-hearted support to this Agreement, and in doing so,
I wish warmly to congratulate the Honourable the Commerce Member on the
terms which he has been able to secure for India after such protracted negotia-
tions. If one might define a perfect Agreement as giving to all parties joining
in it all that they want and a bit more, then this Agreement is not perfect.
There is a good deal that we should like to have secured, for instance, an increas-
ed preference for coffee, which we have not got. But, since perfection is un-
attainable, I consider we should be very satisfied with our share of the burgain
and with the very substantial concessions which our negotiator has been able
to obtain for us. It istrue, Sir, that in some respects the views of the non-official
Advisers have not: been met. But when one sets out to make & bargain how
often does one name at the start the price one is prepared to pay or to take ¥ The
seller asks a high price, the buyer a low, and after negotiation the middle figure
found is often acceptable to both. That at least is my experience of 30 years of
Indian business, and that I submit is what we find in this Agreement.

Turning to its details, Sir, we find that two of India’s preforences have been
s rax. abolished or reduced. The first of these is on wheat und
: Government claim, in my opinion correctly, that its loss is-
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«comparatively unimportant. India is not yet a wheat exporting country
-on any large scale, and the duty recently imposed on the import of wheat
into this country must tend to keep prices here above world parity.
‘'There is also a decrease of a third of a penny on rice, and here again I do
not think that we need fear the result in the least. The high grade rice
which we export has an established position in the home market which will not
be disturbed. In this, Sir, I am able to speak from a certain amount of
-experience.

On the other side, I submit, there are substantial advantages. The removal
of the drawback on groundnuts, its curtailment on linseed, are definite benefits
for us, There has also beon a notable reduction in the number and value of
United Kingdom goods entering India which receive preference. I should
like here to suggest to Government that the opportunity thus afforded of scal-
ing down the relative revenue duties be not allowed to slip. Jute manufactures,
Teather, woollen rugs and carpets retain the privileged position which has heen
80 valuable to them. The margin on chrome leather, as Mr. Dow has told us,
is now guaranteed to us as to 15 per cent. That I regard as of great value,
Then, Sir, there are the cotton provisions. It is true that the terms settled
fall short of the ideas of the non-official Advisers. They may indeed not be as
favourable as we might have wished, but there is now introduced to all intents
a guaranteed offtake of cotton which is an enormous advance on the previous
undertaking by Lancashire that she would just take all she could. That she
has taken 550,000 bales in 1935-36 and 650,000 bales in 1936-37 is in my opinion
no criterion that she would continue to import at this level iff future years.
It merely shows, I submit, Sir, that she has honourably carried out to the full
her promises. Now, her purchases of cotton are linked to her imports of finished
goods. The millowners say that these cotton purchases will not benefit the
grower, but I fear that I cannot understand this argument. It is not a question
of staple at any rate, because the Honourable the Commerce Member has just
assured us that Lancashire’s purchases in 1938 were to the extent of 60 per cent.,
I think he said 61-2 per cent. of seven-eighths of an inch staple or under, that
is low staple cotton. This is near the figure suggested by the non-official Ad-
visers. From the Indian mills point of view, I submit, there is now the advan-
tage of fixed quotas. The quantity of piecegoods which can be imported is
limited whereas formerly it was unlimited and the peak figure of 500 million
yards now laid down is, if I remember aright, considerably less than the textile
industry were prepared to concede to Lancashire a few years ago. In putting
forward these arguments I do not suggest that the great textile industry has
no grievances. Our troubles always look blackest at first, even income-tax,
and I think it possible that on further consideration it will be found that the
sacrifices which the indastry is called upon to make for India’s trade as a whole
are not 8o extensive as is now claimed. In common, Sir, I expect with most
Honourable Members I have been favoured with the views of the Federation
of Indian Chambers of Commerce and Industry on this Agreement. There is
a suggestion I see on page 2 that advantage should be taken of this Agreement
to secure a specific share for Indian shipping of India’s carrying trade with the
TUnited Kingdom. Sir, I bear no ill-will to Indian shipping. Indeed, as a ship-
per I welcome the effect of their competition upon rates of freight. But I do not
see how Government could possibly use this Agreement in the manner sugges-
ted. I do not say this because to do so would be to raise the issue of discrimina-
tion but because this Agreement concerns the trade of India as a whole and not
Indian interests in India as distinct from British interests.

In conclusion, Sir, Honourable Members are no doubt aware that my Greuap
in another place moved an amendment to hold this Agreement in abeyance
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while it was examined by a Committee. I may be asked why if you support
this Agreement so strongly, if you consider it so advantageous to India, do you
seek to delay it in this manner { I want to make it very plain that delay was
not our obhject. We felt and we still feel that on more mature consideration
much of the antipathy now being shown to this Agreement would disappear
and that its advantages would be recognised as we now recognise them.

Sir, I support the Motion.

THE HoNoURABLE PANDIT HIRDAY NATH KUNZRU (United Provinces
Northern : Non-Muhammadan) : Mr. President, it gives me great pleasure
to join those who have congratulated the Honourable Commerce Member
for having striven hard and faithfully to uphold India’s interests during the
protracted negotiations leading to the Pact that is before us. He, and indeed
the Government of India, must be acknowledged to have done their best in
the poljtical situation in which they found themselves to protect Indian inter-
ests. In carrying on discusvions with His Majesty’s Government they must
have found the advice of their non-official Advisers very helpful. Testimony
has been borne to the value of this advice both by Sir Muhammad Zafrullah
Khan and Mr. Dow and one may feel certain that the fact that the representa-
tives of a Government politically subordinate to Great Britain had behind
it the support of non-official Advisers must have lent great weight to their
representations. Representatives of the Government of India are not in the
game positiomyas the representatives of the Dominions. I doubt whether the
Indian representative could have taken up the position, for instance, that
Mr. Mackenzie King, Prime Minister of Canada, did at the Ottawa Conferénce,
in 1932, in fighting for Indian interests.

Sir, it must be fairly acknowledged that the present Agreement is a very
substantial advance over the Agreement of 1932. But does this settle the
matter ? The question has so far been cunsidered from the point of view of the
total imports of Lancashire cloth into India and the progress recently made by
the Indian mill industry. 1 cannot say, when you come to consider the cotton
article which is after all the main part of the Agreement and our view of which
must decide our support or opposition to the Pact from this standpoint, that
either of the interests concerned was prima facie unreasonable. England
naturally wanted that if there was to be a pact its most important industry
should be benefited. Taking the years 1934-35 to 1937-38, one finds that the
average import of Lancashire textiles into India was about 375 millions. If
the Pact 18 to be beneficial to England, it i» obvious that His Majesty’s Gov-
ernment should ask that an outlet for the greater consumption of Lancashire
cloth should be provided in India. The Indian millowners on the other hand
say that although in 1934-35 the imports of Lancashire cloth amounted to over
500 million yards they fell in 1937-38 to about 267 million yards and that in
the current year they are likely to be about 200 million yards only. Now,
in order tv reconcile these views the Honourable Commerce Member speaking
this morning asked us to consider the rapid strides made by the Indian industry
during the last four or five years. He pointed out that the production of
Indian mills had advanced from about 3,400 million yards in 1934-35 to about
4,100 million yards in 1937-38 and asked whether in view of these figures one
oould reasonably assert that the Indian mill industry could not make the
sacrifice, the comparatively small sacrifice, demanded by Lancashire. We
cannot go merely by the aggregate figures in this case. 8o far as I have been

- able to understand the matter, the competition hetween Lancashire and India
will be in respect of fine cloth only.
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Tar HoNouraBLr Mr. HOSSAIN IMAM: There i an item of zrey
too in the list. ‘

Trr HoNouraBLE PanpiT HIRDAY NATH KUNZRU: Or substan-
tially. We have therefore to see what will be the extent of the competition
in respect of these goods if a larger import of Lancashire cloth is allowed into
India. An appreoiable advance has been made in regard to their manufacture
in India and as Ahmedabad has made the greatest progress in respect of the
production of fine cloth, its interests will be particularly affected. It is only
when we look at the question in this concrete way that we can take a compre-
hensive and fair view of the matter. -

Sir, if this were all, one might ask whether we should not make some sacri-
fice to promote the interests of the cotton growers. Let us see whether the Pact
serves the cotton interests. It is perfectly true that it provides that in the first
year when the Pact comes into operation Lancashire should purchase 500,000
bales of Indian cotton and that after 1940 it should purchase 600,000 bales of
Indian cotton annually. If it does not do so the quantity of cloth
which it will be entitled to send her will be reduced by 26 million yards for every
50,000 bales of the deficiency, and the deficiency must not exceed 150,000
bales in any year after 1939. But the fact remains that Lancashire can without
increasing her purchases of Indian cottoa increase her imports of cloth into
India. Whether the increase is large or small does not matter, but the fact
is that Lancashire, whose market in India is going down, will be able to import
a larger amount of cloth into India without offeriag any substantial beaefit
to the cotton growers. There is therefore no guarantee regarding the purchase
of cotton and the sanctions are not effective. If anything really substantial
had been offered to the cotton growers, I am sure that a different view would
have been taken of this Agreement. Even so it may be asked are these the only
pointe——

TaE HoNouraBLE Mr. H. DOW : A different view would have been taken
by whom ? Does the Honourable Member mean by Government ?

Tae HoNouraBLE PanpiT HIRDAY NATH KUNZRU: I mean by
the people at large, by India.

Even so it may be asked whether these are the only two questions that
ought to be considered in relation to this Pact, namely, the interests of the
mill industry and the interests of the cotton growers. Should not the general
trade between England and India also to be considered in this connection.
The Honourable Commerce Member is reported to have said in the other
House that the trade between England and Iadia had improved in consequence
of the Ottawa Pact and that the balance was in favour of India. Now, we all
know, Sir, that British imports into India began to decline several years before
the Ottawa Pact was signed. Apart from this, we have to consider the entire
import and export trade of India and from this point of view all that can be said -
is that there has been a diversion of Indian trade from one side to another. I
do not think it can be said on a review of the figures, say, from 1930-31 to 1936-
87 that the Ottawa Pact has led to any increase in our trade.

Sir, it may be said if this is the situation, if there was no possibility of an
agreement, why should Government have beea asked in 1926 to enter into
negotiations with His Majesty’s Government ? This question was actua!ly raised
by the Honourable Commerce Member. ~Well, my Honourable friend Mr.
Shantidas Askuran put a question with regard to the sale of Indian cotton and
asked whether Lancashire would be prepared to purchase Indian cotton even i
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the ratio of Indian to American prices moved against India ? I do not think that
the Honourable Commerce Member gave any very definite reply. He only
said that the Agreemeat implied it. But as a matter of fact in 1937-38 when the
parity was against India the purchases of Indian cotton by Lancashire were
considerably reduced. It appears therefore that Lancashire’s intake of Indian
cotton will depend on world conditions. But apart from this, we have to take
two other factors into account which have prevented the Agreement from being
considered purely oo its own merits. I have no hesitation whatsoever in saying,
taking into account the demands of the non-official Advisers and the Agreement
now arrived at, that it does not seem to me that the gulf between the British
and Indian interests was too wide to be bridged. Given a little patience and
goodwill T think it ought to have heen possible in view of this to arrive at a
settlement fairly acceptable to both sides. But in the first place the case was
prejudiced from the start by the doubling of the duty on raw cotton. If
Government wanted that the Agreement should be rejected out of hand, they
could not have done better than announce the enhancement of the duty on
raw cotton. Surely a little common sense ought to have told them that they
were gravely prejudicing the consideration of the Agreement by doiig so.
In the second place the atmosphere of politioal goodwill necessary for the con-
clusion of a paoct involving give and take is wanting at present. Sir, this
question has a long history behind it. The steps taken by Government in 1930
and 1936 to benefit the Lancashire cotton industry have created a tremendous
bitterness in this country as they are aware without proving advantageous
to Lancashire. The suspicion that prevails now with regard to the advantage
that His Majesty’s Government may take of the subordinate position of India,
and in view of past history with regard to the attitude of Government towards
the Indian cotton industry is compared with Lancashire is, I think, responsible
for a great deal of the opposition to the present Agreement. An Agreement
involving the import of Japanese cloth and the sale of Iadian cotton was arrived
at with Japan two years ago. There we had no such complicating factors
as are present in the case of Lancashire and at the same time competition
of Japan was not in respect of the finer kind of cloth. In the present case it
is a matter of regret to have to admit that at the present time it is possible only

to arrive at an agreement which leaves Lancashire cloth and Indian cotton
out of account.

It has been said, Sir, by the Honourable the Commerce Member that the
expectation that, if no agreement is.arrived at now, India would continue to
receive treatment on a par with the Dominicns in the British market is unfound-
ed and is also dishonest. Now, I personally do not see anything dishonest
in the contention that situated as India is today England would think twioce
before subjecting Indian trade to any appreciable disadvantage. We are a
debtor country and we are debtors to England. It would obviously be prudent
of England, notwithstanding any differences that might prevail between the
two countries in respect of Lancashire cloth, to see that she takes no steps in
anger and-haste which would jeopardise ber own interests in this country. But
even if it be otherwise, 1 for one see no prospect of a stable agreement being
arrived at unless things are allowed to take their course for some time. If India
really suffers by the rejection of the present Agreement, let her suffer. Let her
public men and her commercial and industrial leaders have time to realise all the
factors involved in the problem before us so that hereafter there might be a
better chance of concluding & Pact taking into proper account the interests of
both countries. From this point of view, Sir, 1 hope that there will be no desire

con the part of the Government of India to go behind the decision of the As-
sembly. If that is done, this Agreemeat, however good it may be, will be
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viewed with the same ruspicion and hostility with which the Ottawa Pact
was regarded and it will further embitter relations between England and Tndia.

This is all, Sir, that I had to say on the merits of the question but I hope
you will allow me before I sit down to join my Honourable friend Mr. Dow
in regretting that in another place a communal twist should have been given
to the.issues involved in the cousideration of the matter before as. One of the
non-official Advisers was Nawabzada Liaquat Ali Khan, the General Secretary
of the Muslim League and he was in agreement with the majority of the Ad-
visers. It is a great pity, therefore, Sir, that in the review of factors relating
to the vital interests of India in a very important matter, statements should
have been made which are not merely irrelevant to the issues concerned but
-extremely injurious to the larger interests of the country

Sir, I am also indebted to Mr. Dow for having brought up this Resolution
here. I do not agree with those who think that its discussion should have been
confined to the Assembly. It is true that Government has practically a
standing majority here but any fair-minded man who takes the trouble of read-
ing the debates of this House will be concerned not with the total numher of
v%bes cast on either side hut with the weight of non-official opinion on either
side.

*Tug HoNovraBLe Mr. P. N. SAPRU (United Provinces Southern :
Non-Muhammadan) : Sir, whatever be our differences with the Pact---and
I shall not conceal from the House that we are extremely critical of it—there
is one thing on which there is happily complete unanimity among us and
that is in our appreciation of the work which Sir Zafrullah Khan and those
-associated with him in connection with the Pact have done. Sir Zafrullah as
representative of a Government that has to take its orders from His Majesty’s
Government and that is responsible to it had to negotiate with His Majesty’s
Government, with the Ottawa Pact continuing even after it had been con-
demned by the other House, and it should surprise no one that the actual
results of negotiations between two unequal parties are such as to cause little
-enthusiasm. Real trade pacts based on genuine reciprocity and equality of
sacrifice on both sides are possible only between countries which have an equal
bargaining power. Unfortunately, we are not in that favourable vantage
ground. Our political subjection reflects itsclf in our economic life and even
‘Sir Zafrullah with all the ability that he has brought to bear on his task, with
all the hard work that he has so strenuously put in and with all the efforts
that he has made for a better Agreement than the old one cannot work
miracles.

It is not possible, Sir, to cover the entire ground in the time available
to one and I shall therefore content myself with explaining my point of
view. It is claimed on behalf of the Pact that it has brought down the pre-
ference on British imports from Rs. 18-75 crores to an annual average of
Rs. 7-68 crores, that while 82 per cent. of India’s exports to the United King-
.dom will enjoy preference by free admission, only 16 per cent. of India’s
imports from the United Kingdom will be subject to preference, that the pre-
ference enjoyed by Indian exports would still value nearly Rs. 45 crores,
that the number of preferential heads has been reduced from 163 in the old
agreement to 43, and that the number of preferential tariff items has been
reduced from 106 to 20, that the preferences are confined to articles not in
competition with Indian products, that several items have been omitted in
the interests of Indian consumers, that this reduction will lead to a lowering

* Not corrected by the Honourable Membaer.
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of the tariff barrier against foreign countries and that this concession will
ultimately develop India’s foreign trade. I am free to admit that the Pact,.
a8 compared to the old Ottawa Pact, has some advantages. It is a botter
Pact than the Ottawa Pact, I gladly acknowledge that. The first thing
that T note is that the non-official Advisers had suggested that the preference
to British imports should not exceed Rs. 3 crores. The difference between
the figure actually adopted in the Pact and that suggested by the non-official
Advisers is very great. It appears from the Report of the non-official Ad-
vigers that the British Government wanted preference for a volume of trade
amounting to Rs. 8% crores. The actual figure arrived at is Rs. 7 crores and
68 lakhs and this is much nearer the Pritish figure than anywhere about the
Indian figure. The preferences cover manufactured commodities such as
electric appliances, instruments, apparatus, motor cars, drugs and medicines.
These are cornmodities in which foreign competition is keen. I doubt whether
the preference given to British chemicals, drugs and medicines would be
advantageous to India, because I think it ought to be our endeavour to develop
the chemical industry and it is to be doubted whether India can afford to give
a wide range of preference under this head. Sir, the Memorandum which
has been published says :

** The difficulties experienced in evolving an arrangement which embodies the greatest.
common measure of agreement without sacrificing any vital interest were enormous :
it may be claimed, however, that the Agreement recently signed secures the object which
hes been constantly in view .

In considering whether the Agreement secures the object which Sir Zafrullah
Khan had constantly in mind, we have to remember not only the political
relationship but the different economic conditions of the two countries. India
is an overwhelmingly agricultural country. Tt has just started on the road
to industrialisation. It is attempting industrialisation in a world which
believes in exclusive economic nationalism. Political conditions being un-
sottled, our resources heing limited—industrialists have little resources to fall
back upon—capital being shy, Government being indifferent in the matter of
providing State assistance or help, our industrialists have to work under
certain handicaps. Naturally, they are apprehensive of the reactions of an

steps which may adversely affect the industrial future of the country. WZ
need to inspire confidence in the investor in order to attract cnough capital
for industrial expansion and development. A further circumstance which
we must remember is that India being mainly an agricultural country, its
exports to the United Kingdom are mostly in the nature of essential articles
of food or drink or raw materials which do not compete with the producer in
the United Kingdom. Most of the Indian imports into the United Kingdom
do not replace British agricultural products. I say most, because I know
that the only manufactured articles of any importance which may be said to
be in competition with the producers of the United Kingdom are jute manu-
factures and woollen carpets. In the case of articles coming to India from
the United Kingdom, the United Kingdom not only competes with other
countries trading with us but with this country also. For example, in the
case of drugs, chemicals, paints, iron and steel and to a certain extent in
cement. If we believe in industrialisation and we cannot rely on agriculture
as we have an expanding population which needs more avenues of employ-
ment, we have to scrutinise the Trade Pact from the point of view of its effect
on our nascent industries. The objection, therefore, to the inclusion of pro-
tected articles in a trade agreement may be stated in this manner. My most
effestive objection to the Trade Agreement is that preference has been given
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in a protected industry. Rates of duty were fixed by the Tariff Board for a
certain number of years after an examination of the production cost and
Lancashire too had an opportunity of placing its case before the Tariff Board.
It is not right, thereforc, to disturb the tariff arrangements on the basis of
which manufacturers have extended their plants or new-sources have been
established. It is not right to disturb the arrangements without an examina-
tion hy an expert body of its effect on the industry concerned. Procedure
like this amounts to a repudiation of an undertaking given by Government
and may have serious repercussions on the economic life of the country.
Apart from other considerations, I object to the linking up of cotton with the
tariff arrangements for textiles in disregard of the findings of the Tariff Board
on this broad kind of principle. I wish the non-official Advisers had stuck
to this position. I do not agree with the linc which they took. They gave
away their case when they began to talk of 1 million bales or 1} million bales
and all that sort of thing. Further, there is another consideration which
weighs with me, and that is, the doubling of the duty on raw cotton and the
manner in which that duty was levied. I should have thought that increase
in the cost of raw material would have heen counterbalanced by a counter-
vailing excise duty on imported textiles. We have to consider the cotton
arrangement in the light of this increased cost of production in India. This
arrangement will undoubtedly increase the capacity of Lancashire to compete
with the Indian industries. What is the return which we get for this method
of doubling of the duty on raw cotton ? The doubling of the duty could not
have been known to the non-official Advisers and the question that I should
like to ask is whether they were consulted in regard to its effect on the Trade
Agreement after the 28th February. “Such is the scant respect, if I may say
80, paid to public opinion by the present Finance Member that the duty was
certified as essential for the economic interests of India. Now, Sir, how can
Government expect support in this atmosphere of prejudice for this Pact ¢
You have created this atmosphere yourself; you must therefore not blame
us if we sucoumb to the atmosphere of prejudice which you have created
for us,

Sir, I would also like to ask whether the preference of Rs. 7 crores includes
the preferonce of cotton goods ?  As far as I can see they do not include the
preference on cotton goods.

There is just one remark I should like to make about the introduction
of communalism in this discussion. 1 was very sorry that a most respected
leader introduced the communal bogey into this matter. Sir, we have the
interests of exporters and importers, we have the interests of workers and
capitalists, we have the interests of zamindars and tenants, but we have no
interests as Hindus and Muslims, If all these economic questions are to be
looked” at from the communal point of view then democracy would become
absolutely impossible in this country. 1 think people ought to realise and
have greater scnse of their responsibility and they ought not to introduce
these comnmunal issues in matters which have no bearing on the communal
life of the country. I think communalism is being carried to extremes and
even moderate-minded Hindus are asking themselves this question, “ Where
do we stand with our Muslim friends today ?

THE HoNOURABLE Mr., M. N. DALAL (Bombay : Non-Muhammadan) :
Mr. President, Sir, the Indo-British Trado Agreement, which the Legislature
is called upon by Government to approve, displays many features, which, on
& close scrutiny, will convince any impartial studont that it is not made in
the interosts of India, in mattors of trade, with the United Kingdom. Indig,



842 COUNOIL OF STATE. - [80TH Marca 1989.

[Mr. M. N. Dalal.]

8ir, suffers from serious handicaps in such matters, from the mers fact, that
those who have the dostinios of this country in their sole charge today, think
more of the intorests of the country of their own origin, than of the country
which employs and exalts them. I am aware, indeed, Bir, that the official
head on the Indian side, in concluding this Agrooment, was an Indian Member
of the Government of India. But, I am also aware, Sir, of that basic condi-
tion in modern governments, whereby the official hoad of an importart de-
partment of state, is not a technical expert qualified to deal on his own, with
the intricate questions coming up for his decision in the usual course of ad-
ministration of that department. It was preciscly because this featuro of
modern governmental organisation was recognised, that non-official Adviscrs
were associated from the start, with the official hoad of the Indian Govern-
mert Department of Commerce, in carrying out these negotiations. But,
Sir, it must have come with the utmost shock and surprise to every Indian,
nay, to pvery honest man in tho country, that the advice and counsel of these
non-official Adviscrs was neglected ; and that the Agreement, as now required
to be approved by us, has been concluded without their concurrence and
against their advice.

The Agreoment, Sir, is supposed to he in pursuance of the Legislative
Assembly Rosolution passed on the 30ith March, 1936, threo years ago. This
Resolution called upon the Government of India to terminate ‘ without
delay ’ the iniquitous Ottawa Agreement, and required the Government
immediately to examine the trend of trade of this country with various
other countries, as well as with the United Kingdom, and to—

““ investigate the possibility of entering into such bilateral trade treaties with them,
whenever and wherever possible, to bring about the expansion of the export trade of India
in those markets, and submit such treaty or treaties for the approval of the Assembly .

I would ask this Honourable House to consider carefully the very modest
terms of this Resolution. It seeks to put an end to the unfair arrangement
by which India gave all kinds of preference and protection, to competing
British goods in her own markets, in return for which she got preference—-
over nothing really, that needed such preference in British markets. Gov-
ernment, however, with their characteristic contempt for Indian opinion,
however solemnly expressed, did not terminate that Agreement at all, but
kept it substantially alive, only contenting themselves by giving a notice of
their desirc to terminate it, six weeks after the Resolution was passod, as
the official Memorandum on the presont Trade Agreement puts it, with ini-
mitable irony :

+ Ponding the negotiation of a& fresh Agreement, however, the Agreement then in
force continued in operation, subject to termination at three months’ notice by either side *’.

The last named three months’ notice was, of course, never given ; and so the
Assombly Resolution was treatod with less consideration than that proverbial
“scrap of paper ”, for three years.

This studied disregard for Indian public opinion on such matters would
dispose any solf-rospecting Indian summarily to reject such Agreements. If
they do not mean to abide by the advice of our countrymen, whom thoy
officially appoint their Advisers, why do they appoint them Advisers ? If
they do not want to respect the judgment of the Logislature, why go through
the farce of submitting such a one-sided arrangement for its approval ¢ Have
they carried out the condition laid down by the Assembly in the Resolution
I have quoted ? Have they investigated into the real trend of India’s
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trade with other countries, as much as they have done with regard to that
with the United Kingdom ? Have they made this a bilateral agreement,
or only submitted to dictation to the orders ffom: Whitehall ?

I have intentionally asked this question, Sir, because I find in the Report
of the non-official Indian Advisers, that not a single consideration which they
thought ought to have guided these negotiations on the side of India has
been fulfilled. For a just and proper Trade Agreement, these gentlemen
considered it essential that attention should be paid to the—

(1) Raw cotton purchase from India by British interests ;

(2) General preference to Indian goods in the British market ;
(3) General preference to British goods in the Indian market ;
(4) Reduction in the tariff on Lancashire goods.

In each of these respects, the Agreement, if one may use the term without
mockery in respect of the present document, now before us, sadly belies the
most moderate expectations of fair dealing to India. The British cotton
industry refuses to accept more than a fraction of what should be considered
a fair quid pro quo for the concessions forced from this country. What even
the Lancashire delegation might have agreed to as a minimum and an opti-
mum purchase of raw cotton from India, our Government has scaled down
by nearly 50 per cent. Lancashire does not guarantee the purchase of any
quantity of Indian cotton ; while we have agreed to give them 7} per cent.
reduced duties on piecegoods, which means more than 33 per cent. reduction
in the existing duties, for nothing tangible in return. A 33 per cent. reduc-
tion in the margin of protection will bring many an Indian cotton mill to the
verge of destruction ; but that does not seem to matter to those who have
negotiated and agreed to this Trade Pact. Compare this with the terms
India has demanded of Japen, and you will see how utterly unfair and one-
sided is the present Agreement, and how ruinous it is likely to prove to Indian
foreign trade.

I shall not dwell at further length on that feature of this insupportable
arrangement ; but pass on to other considerations, which ought to have, but
which have not, governed this treaty. The real preference obtained by
Indian goods in the British market will apply to no more than a fourth, or
at most a third, of the total Indian exports to the United Kingdom, as agai
the 82 per cent. claimed by a sleight of statistical presentation by the apolo-
gists of tho Government of India. Even if we include the insurance value of
such preference as is given to Indian goods, the total value of trade having
effective proference cannot be assessod at more than Rs. 11 crores out
of a total of Indian exports to the United Kingdom valued at Rs. 33} crores.
Much of India’s exports, which are supposed to be given preference in the
British market under this arrangement, are of such a character that Britain
either cannot dispense with them or cannot get them cheaper elsewhere.
8o she makes a virtue of necessity and calls it giving us preference. Inroturn,
she demands preference for her exports to India, for an aggregate value of
Rs. 8% crores, as against the Rs. 3 crores which the Indian Advisers thought
more than ample for the purpose ; and, what is tho result, she gets Rs. 7-68
crores under this Agreement.

On this subject, Sir, I must say that the accompanying Memorandun.
cannot honestly dofend this iniquitous instrument, stifling Indian industry, and
strangulating Indian trado, except that it is needed by Britain for her own
vital noeds. T invite the attention of this Honourable House to the solemp
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enunciation of tho principlos on which such agreements ought to be eon-
oluded, as laid down by that authority on page 12 of the Memorandum :

‘‘ The conditions precedent ', he says, ‘‘ to the grant of preference are, firstly, that any

serious risk of injury to India’s trade with other countries should be avoided ; secondly,
that no important domestic interest should be sacrificed ; thirdly, that the preferential
scheme should be consistent with Tndia's tariff policy .
In what respoots, may one ask, havo these principles been sorved and main-
tained ! How will the trade of India with othor European ocountries or
America or Japan be affected by this arrangsment ? Have thoy considered
it at all ? I see no evidence of a single thought having been devoted to this
aspoct of the matter though Government itself lays down this principle,
and though the Legislative Assembly, in its Resolution already quoted on the
subject, had oxpressly required, as a condition precedent to the conclusion of
any such treaty. Again, what answer have the Government to givo to the
charge that the 74 per cent. reduction granted to the Lancashire piecegoods
compotihg with the Indian manufactures of the same kind, will ruin the
latter ? I find no ground to beliove that those who made this Agreement
have fully realised this aspact of their deed. Finally, is the entire series of
preferences agreed to-in keeping with India’s tariff policy, and more parti-
cularly with India’s financial needs ?

All this, 8ir, is not a matter of Indian prejudice. The analysis of the
articles of Indian export supposed to obtain preforential troatment in Britain,
given on pages 3—11 of this Memorandum amply confirms the worst appre-
hensions of all of us, who can read betwoeen the lines of such official documents.
Tea and coffee and tobacco, linseod, wheat and rice, either got no real pre-
ference, or the preference supposed to be obtained has no real significance.
The only vague answer that Government can give to it is, because of the
introduction of the wheat duty last December, we ought not to worry about
our wheat exports ; and bacause of the soparation of Burma, the export trade
in rice has lost much of its importance- =80 we need not worry about that
either. Oilsesds, tea, tobacco, coffve—all toll the same tale, though perhaps
not in the same words, in this official document. And so, the principles
supposed to have guided those who negotiated this Agreoinent, do not appear
to have materialised in their own creation, in any respect worth mentioning.
And still they want us to approve of this Agreement ! How can we ¢

TEE HONOUKABLE RAl Banapur SRt NARAIN MAHTHA (Bihar: Non-
Muhammadan) : 8ir, ever sinco the negotiations in connection with the
Indo-British Trade Agreoment started there was always prosent in this country
an undercurrent of approhension that the superior political position of the
British Government would be oxploited and utilised to the fullest extent by
‘the Lancashire mill industry to secure the maximum possible concession
for itsolf and that tho other British commercial interests will also play the
samo game, and play it successfully. Tt was also feared that the subordinate
political status of the Gov.rnment of India would turn out to be of serious
disadvantage to this country and that the Govornment of India would not be
able to nogotiate on equal turms with the Government of the United Kingdom
and that the result of this would be that India would not be able to use her
bargaining capacity to the fullest oxtent. It is not my desire to discredit the
-concessions, whatever they be, which have been secured by, or more appro-
priatoly, acceeded to India. India’s large resourcos as a producer of raw
materials and the status which the textile industry in this country has now
-attained could not but have got some recognition inthe Agreement. But,
I pontend, that it in Aefinitely not a fact that the ultimate balance is in favour
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-of India and that the concessions gained by this country oan stand comparison
with those socured by the United Kingdom. It is, however, from this com-

ative point of view that this Agreement has to be examined and not so
much from tho point of view of comparing this Agrecment with the Ottawa
Agreement which was universally condemned in this country.

It is a well recognised principle that the claims of national shipping,
banking and insurance should form an important part of any trade agree-
ment between two countries. The Honourable Sir Sultan Ahmed on 16th
September, 1937, had informed the othor House that suggestions were made
to the Government of India that the Indo-British Trade Nogotiations should
" be utilised for securing greater ~vportunities for Indian shipping and that the
‘Government of India's delegatc = s fully aware of the Indian feeling in this
matter. Again, on 21st Soprember, 1937, the same Honourable Member
obsorved, in roply to a question, that the needs of Indian shipping were
. borne in mind by the Govirnment of India during the Indo-Japanrse Trade
Negotiations and wore being borne in mind again during the Indo-British Trade
Negotiations by the Indian delegate. But, Sir, it was really s matter of
surprise that on 15th of August of the following year, our delegate, Sir Muham-
mad Zafrullab Khan, said that shipping was to form no part of the Agreement.
It is painful to reflect that the claims of this country with regard to shipping,
banking and insurance were not made to form a part of this Agreement.
If Britain can insist on U. 8. S. R. to acknowledge hor claims of shipping when
she gous into a trade agreement with her, why should not the 3laims of India
be recognisvd by the United Kingdom Government in a trade agreement
betweon the two countries ? We find that the non-official Advisers also on page
7 of their Roport, dated tho 5th S8eptenibor, 1938, wanted that these claims
should be fully considered. India is@s debtor country and these invisible
imports in the form of shipping, banking and insurance add to her liabilitics.

It is o matter of no small surprise and dissatisfaction that the articles of the
present Agroemont, which are proposed to bo adopted in place of those of the
Ottawa Agreement, should be so much at variance with the considered recom-
mendations of tho non-official Advisers appointed by the Government of India
themsclves.  We have not been given all the reports of the Committee of non-
official Advisors, but still from what we have got, we find that even the main
and basic recommondations of the Committee have not been accepted. Taking,
for example, the article relating to the offtake of Indian cotton and the intake
of Lancashire piecegoods, which certainly is the most important article of the
Agreement, we find to what an inglorious extent the recommendation of the
non-official Advisers has been given the go-bye. The non-official Advisers
maintained that it would be quite reasonable to demand a guarantee for 7}
lakhs of bales, rising in five years to 10 lakhs of bales of Indian cotton, preforen-
tial entry into the United Kingdom. The Committee held that the United
Kingdom was fairly capable of giving that guarantee in view of the fact that
during the last few years the export of Indian cotton to the United Kingdom
was in the noighbourhood of 5} lakhs of bales and it was 64 lakhs of bales in
1936-37, while this recommendation of the non-official Advisers has not been
aoccepted, India on the other hand has beon asked to guarantee, even with the
aid of efiective sanctions, the intake of a minimum of 350 million yards of
Lancashire cloth, a medium of 425 million yards, and a maximum of 500
million yards. These quantities are far in excess of the quantity which the
United Kingdom imported into India in 1937-38 which was less than 267 million
yards. It is quite clear, therefore, that the quid pro quo is not at all fair and
the balance of trade is clearly in favour of the United Kingdom. In this con-
nection, there is one point more that I would like to mention. During i.:he
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debate in the other House, I heard the Commerce Member, the other day,
intercepting Mr. Joshi and asking him a question, viz., would India be satisfied
or perhaps he meant would Mr. Joshi be satisfied if Britain took from India
twice as much cotton as is required for the manufacture of all the cloth she
imports into India ? I do not know of Mr Joshi, but I can quite emphatically
say that India will not be satisfied. The reason is quite simple. India is a
producer of raw cotton and also a manufacturor of considerable importance
of cotton goods. England grows practically no cotton and must import cotton
from abroad whereas India is in no need of importing manufactured piece-
goods from abroad. The textile industry and the hand loom cottage industry
of this country are capable of rising to the extent of satisfying India’s needs of
manufactured cloth to the full. I admit that India does certainly

4P.M need a market for her raw gotton, but the demand for raw cotton
is so great that she will certainly be able to sell it. It is no special favour to
India that Britain buys India’s raw cotton. Would England give preference
to Indian ‘cotton, if she wero a cotton-producing country, herself capable of
supplying the needs of her own textile industry ? The preference given to
United Kingdom piece goods and the quantity we are guaranteeing to import
are detrimental to the textile industry of this country. It is little consolation,
that the offtake of Indian cotton has been linked with the intake of Lancashire
piecegoods, because India would be abie to scll her ootton in any case and
in the present arrangement the textile industry of the country will have to
undergo a heavy strain.

In conclusion, 8ir, I would like to say that the prosperity of a country
depends on its exports. The total export of India was in 1928-29, Rs. 330-1
crores. It came down in 1932-33 to . 132-4 crores and wasin 1937-38,
Rs. 180-9 crores, which although higher than the figure of 1932-33 was much
below the figure of 1928-29. India should be able to have a free market for
her raw material and should be able to bargain with all the purchasing
powers so that she may find the best and the most profitable markets for her
raw produce and not bind herself down to one market and one purchaser
principally and for a definite period of time.

The Indo-British Pact is bound to be enforced by the Government after
a couple of days whatever may be the opinion expressed by us. Indiais in
& helpless position. Government have not accepted the recommendations of
the Advisers selected by themselves, they will not, I dare say, abide by the
vote of the Legislative Assembly, and they will not take into any account the
opinion expressed by the majority of the elected Members of this House. It
seems to me very curious and futile to make any attempt to influence the
opinion of the Government of India but for the consolation that we may
perhaps be able to educate public opinion in this country by the opposition
we offor to such measurss and pacts which unnecessarily harass the industry
without in any way benefiting the producor.

Tae HoxouraBLE M. R. H. PARKER (Pombay Chamber of Commerce) :
Sir, I don’t want, to restatc or repeat the many arguments that have been given
against this Pact. T think we shall hear the answers to some of them from
Mr. Dow and I am going to leave the answering part to him. Put T regret
one thing that the Honourable Mr. Kunzru said. He said he would like to
base the results of this debate on what the Opposition said and what the non-
officials said and take no notice of what the offirinl Members said. I think
we should have been very much at sea if we had not the advantage of what
has‘,been given to us by Mr. Dow and Sir Zafrullah Khan. I think there is a
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lot in what was said in the other House that we ought to have a committee
to examine the matter and decide the question at a later date. However,
it is too late to consider that.

The one particular point I do wish to make is to request the Government
to see that in fixing their duties on those articles which are now not going
to receive preferences they will be very careful to fix those duties on a basis
which will produce the maximum of revenue consistent with the legitimate
interests of consumers but will not attract the law of diminishing returns,
foster the growth of uneconomic industries, or impede the development of
India’s export trade.

TaE HoNoUursBLE SIR MUHAMMAD YAKUR (Nominated Non-Official) :
Mr. President, it was highly objectionable on the part of the Leader of the
Congress Party to say that the Bill ought not to have been brought before this
¥ House for ascertaining the views of the Honourable Members. It is open to
‘the- Honourable Leader of the Congress Party to put any value he likes upon
the Members of his own Pamty, upon their integrity and their common sense,
but when he comes to generalities certainly he is hopelessly wrong. Mr,
President, it was considered that the dawn of the new reforms would bring
some responsibility upon the so-called leaders of the country, who were clam-
ouring for responsible government, but the way in which they have handled
important questions like the Finance Bill and this Trade Pact, both in the other
House and in this House, shows that even the responsibility, which the new
reforms have brought to the country, have failed to have any effect upon their
destructive mentality.

Tur HoNouraBLE MR. RAMADAS PANTULU : There is nothing in the
Centre. '

Tae HonouraBLe SIR MUHAMMAD YAKUB: Well, everything is in
the Centre, and it depends upen you, in what way you behave in the provinces
and in what way you prepare yourselves to shoulder your responsibility in
the Centre.

Mr. President, we have seen from the trend of the speeches, both in this
House and in the other place, that votes were not given and decisions were not
given strictly on the merits of the Agreement and on the merits of the case,
but political considerations were always in front of the Honourable Members
when they were giving their speeches. It is very deplorable that in matters
like the Trade Agreement decisions should be given on political considerations
and not on the merits of the case. The Government of India was very right
in appointing non-official Advisers, but the great mistake which was committed
in this direction by the Government, was that they selected their advisers
not from purely businesslike men but from amongst the politicians who, always
kept politics in front of their eyes before everything else and it was on account
of the absurd propositions that were put by these non-official Advisers that
Government has got to face this today.

TaE HoNouraBLE MR. P. N. SAPRU : As a matter of fact, the only
politician who was a non-official Adviser was a Muslim gentleman, a

business man.

Tae HoNouraBLE Sik MUHAMMAD YAKUR: I do not want to in-
troduce communalism. A politician ia a politician whether ke is a Hindu
or a Parsi or & Christian. Well, Mr. President, agreements are always con-
cluded in a spirit of “ Give and take ”. Agreements are never concluded in

D
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the spirit of ¢ Heads I win and tails you lose . And from the speeches which:
have been delivered by the Members on the opposite side, as well as from the-
speeches which were delivered in the Lower House, we find that even business.
like men like Sir Homi Mody have appreciated the benefits of this Pact. They
had to admit that the Agreement which has been concluded is to a great ex-
tent to the benefit of the country. Now, Sir, you cannot get 16 annas in the
rupee in an agreement. You have also to consider that an agreement can
only be brought about by mutual adjustment ; one party can get certain
conoessions only where it is prepared to give certain concessions to the other
party, and unless we were prepared to give certain concessions to the other
party it would have been impossible to get any concessions for this country.

A great deal of stress has been laid upon cotton. It has been said that®
that part of the Agreement which relates to cotton is not for the benefit of
the cotton-growing community. Sir, no opinionr could be more valuable on
this subject than the view which was expressed by the Premier of the Punjab,
who belongs to a cotton-growing province, the view which he expressed the
other day in the Punjab Assembly. Not only this, Sir. I can say with au.
thority that nearly all the Muslim Members of the Punjab Assembly sent
telegrams to their representatives in the Legislative Assembly and asked them
to support this Pact. Well, if the Pact relating to cotton was not in favour
of the cotton-growers, certainly the Premier of the Punjab and the Members
of the Punjab Assembly would not have pressed upon their representatives.
to vote in favour of the Pact. Not only this, Sir. There is unly one Moslem
Chamber of Commerce in this country, and it is the Chamber of Commerce
of Bengal. Here I have got in my hands a telegram from the Secretary of
the Bengal Chamber of Commerce which he sent to a prominent Member of
the other House in which they say :

* Committee Moslem Chamber favours Indo-British Trade Agreement which should!
be approved .

THE HonNowraBLE Panpir HIRDAY NATH KUNZRU: Why did the:
Punjab Muslim representatives not vote in favour of the Pact then ?

‘Tue HoNouraBLE SIR MUHAMMAD YAKUER: I am just coming to
that. It is really to be regretted that the attitude which was adopted by the
members of a certain Party in the other House was not according to the wishes:
of their electorate. By the manner in which the members of that Party have
behaved they have certainly stultified their position, and I am prepared to say
that their views are not shared by a majority of those who hold the same poh-
tical opinions which they do. Sir Sikandar Hayat Khan is not only a pro-
minent member but a great factor in the organisation of the All-India Muslim:
League and therefore the views expressed by a small section of the All-India
Muslim League in the other House does not represent the views of the larger
organisation. It is a pity that the members of that Party adopted an attitude:
of being neutral. They have neither done justice to themselves nor to their
country nor to their community. If they wanted to fight, they ought to have
voted on the one side or the other. There is no meaning in remaining neutral,
and I may say that indirectly, in this way, they have helped the Congress.

. with which they want to fight.
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THE HoNOURABLE Rar BaHADUR Lara RAM SARAN DAS: Why
did you not influence them ? '

Tae HoNouraBLE StR MUHAMMAD YAKUR: I am sure that there is
great resentment in the country on the attitude which was adopted by that
Party in the other House.

Tue HoNourRABLE Mr. P. N. SAPRU: Overthrow your Leader !

THE HoNoURABLE SirR MUHAMMAD YAKUR : Tt is to the great credit
of the members of the Muslim League Party in the Legislative Assembly
that in a spirit of discipline and in order to follow their Leader, they voted
against their own wishes, although, as would appear from the speeches of certain
Honourable Members in the other House, they really favoured the Agreement
and on the merits of the case they were not opposed to it. Mention was made
by the Honourable Mr. Dow about communalism being introduced in this
matter. Mr. President, I should certainly very much deplore if communalism
was imported in a matter like this. If communalism is introduced in trade
agreements then I do not know where we are going to and what will be the fate
of this country. It was also reported that a prominent Hindu magnate,
who i3 considered to be a great figure in mercantile circles had said that if
a worse pact was brought by a man of his community, they would have accepted
it, but they rejected this because it was brought by Sir Muhammad Zafrullah
Khan. (Several Honourable Members : “ No, no *’ and one Honourable Member :
“Your invention’.) If communalism is introduced by any community,
it is deplorable, whether it is introduced by a Musalman or by a Hindu. I
can assure my Honourable friend Mr. Dow, that if communalism was intro-
duced in the other House, it did not reflect the views of the Moslem community
on this subject.

Mr. President, I cannot conclude my remarks without paying a tribute
to the strength, the integrity and the faithfulness of the Honourable Sir Muham-
mad Zafrullah Khan. I am sure that if this Agrecement had been particularly
to the prejudice of the Mussalmans, Sir Zafrullah Khan would never have
agreed to it even if it were at the cost of his membership of the Executive
Council—

AX HoNoURABLE MEMBER: You are now bringing in communalism.

TaE HoNoURABLE THE PRESIDENT : Take no notice of these interrup-
tions and proceed with your speech.

TeHE HoNOUBABLE SikR MUHAMMAD YAKUB: We see what is going
on in the provinces. It is no use talking of communalism. 1t is the Congress
Party which has created communalism in the country.

Tae HoNouraBLE Sir DAVID DEVADOSS: How is all this relevant
to the question now under consideration ?

Tue HoNouraBLe Stk MUHAMMAD YAKUB: Look at the state of
affairs in the provinces where there is no law and order and no respect for the
life and honour of gentlemen. We have seen in what way .tbe goondas of the
Congress behaved at Lucknow yesterday when a big meeting was to be held,
which was to be presided over by no less a person than the Right Honourable
8ir Tej Bahadur Sapru. What is the use of talking of communalism if you

D2,
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are behaving in this way ¢ I wish also to pay my tribute to Mr. Dow and
Mr, Pillai for the loyal co-operation which they have extended to the Honourable
8ir Muhammad Zafrullah Khan in arriving at this Agreement. I would very
much like that we adopt this Agreement. But, considering the way in which
the Honourahle Members have played in the other House and here in this
House, and knowing that they knew that Government would adopt this Agree-
ment—otherwise they would never have voted against the Agreement—I
would request Government to take their courage in both hands aad respect
the vote of the Legislative Assembly and not ratify this Agreement. If they
do it once, T am sure that Honourable Members who are tall talkers and who
talk at the top of their voices that this Agreement is to the disadvantage of
the country, will not be able to show their faces to their community in the
country and come to their senses.?

THE HoNoURABLE THE PRESIDENT: It is cutting off your nose to
spite your enemy.

TrE HoNOURABLE SiR MUHAMMAD YAKUB: That is the attitude
which they have adopted. I quite agree with my Honourable friend
Mr. Kunzru when he says, “ If the country is to suffer, let the country suffer,
but let us expose these so-called leaders of the country .

With these remarks, Sir, I conclude my speech.

THE HoNOURABLE PaNDIT HIRDAY NATH KUNZRU : I did not say
“ Let the country suffer so that the people who are opposing the Pact may be
exposed "', All that I said was that if the rejection of the Pact meant that the
country’s economic interest would suffer, let people learn by experience.

TeE HONOURABLE SIR MUHAMMAD YAKUB: That is what I said.
Let people learn by experience.

Tue HoNourasLE Sie DAVID DEVADOSS (Nominated Non-Official) :
Sir, although my Honourable friend Sir A. P. Patro bas anticipated me, still
I think I owe it to myself and other nominated Members to enter an emphatio
protest against the insinuation that because we are nominated Members,
therefore we have no conscience. It is a cheap gibe, Sir, which is levelled at
people whom they cannot attack otherwise.  Asregards those people who make
these insinuations, I ask them, “ Do they always consider their conscience
when they vote according to party dictates ¢’ If they think that whatever
the Government does is wrong and they must oppose the Government, if that
is their policy, then whatever their convictions may be they are entitled to
vote that way. Do they always consider the merits of a case before they vote ¢
My experience of this House for the last so many years is that they are deter-
mined to vote in a particular way and they will vote in that way whatever
may be the merits of the case. Therefore, Sir, I do not think, as you very
rightly observed, that we should pay any attention to them. As it is coming
up constantly, I think I ought to make this emphatic protest, not only on
my behalf but also on behalf of all the nominated Members. The mere fact
that we are nominated does not mean that we leave our conscience in our part
of the country when we come here. Certainly not. You know perfectly
well, Bir, that as far back as 1931 I very nearly oarried a Resolution agaiast
Government in regard to income-tax. 8ir, we vote according to our convio-
tions and if we find the Government is wrong, we do not hesitate to say so.
Therefore, I trust that hereafter such gibes won’t be levelled at us.

¢ -
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_ Now, coming to the Agreement itself, we have to rememher when we
make an Agreement that we cannot have everything our own way. As the
Honourable Mr. Stokes said, you might ask for Rs. 100 but you may be able to
get only Rs. 50 or Rs. 76. In all bargaining it is a matter of making the best
of it. No doubt you can sometimes drive a hard bargain but you cannot
always succeed.

Some of our friends on the other side are suffering from an inferior complex.
Because the Indian Government is not an independent sovereign government
therefore anything done by this Government must be considered as not being
favourable to India. I think that is a very very bad mentality, to look at
everything through coloured spectacles. So far as this Agreement is concerned,
let me read only one or two remarks from this Memorandum. The concessions
that we are getting under this Agreement are—

(1) the general preference and other concessions exchanged between
the two signatories ;

(2) the reciprocal concessions under the cottoa articles !
(3) the preference exchanged with the Colonial Empire.

Sir, the British Empire as we all know, is a very big Empire. Tt has
many Dominions and Dependencies and when we enter into an Agreement
with the United Kingdom we have to take into consideratioa their obligations
to the various parts of the Empire. And considering all that I think this
Agreement is a very favourable one. The main objection comes from the
textil2 industry, which is no doubt a very strong industry. But it must be
remembered that it is a protected industry and when it objects to this Agree-
ment it must take into consideration the benefits derived by other sections of
the mercantile community who would be benefited by it. The textile industry
is not alone concerned in this, but as we see from the list there are many other
items of commerce which have to be protected. That being so, I do not think
that the loud noise and clamour which the textile industry is putting up should
be listened to. I have carefully listened to the s‘peeches here and have also
read some of the speeches in the other place and ‘Y have failed to trace any
other prominent industry which has opposed this Agreement. It is the cotton
industry alone, because the United Kingdom has not agreed to take more than
600,000 bales of raw cotton and because she has been allowed to import into
India so many million yards, and so on. This is bad. As observed by some
of my Honourable friends, we have to find a market for our cotton. Well,
the wider the field the better for us. Now, if you shut out Lancashire what
are we going to do with our cottoa? Other countries will say, “ Very well,
here is a slump, we need not pay a good price for it >. Can we grow cotton
at a profit if we shut out one market altogether ? That is a consideration which
I think all people have not got before their eyes.

Tae HONOURABLE Ral BaHADUR Lana RAM SARAN DAS: Are you
getting a good price now ?

TaE HoNoURABLE Sik DAVID DEVADOSS: We are getting as much
a8 we can. That question shows exactly what the attitude of these merchants
is. They want everything in their favour. The thing is when you have some-
thing to sell you must see what the other side has to say. You can get only
a fair price, not all that you want. That is common sense. I may want
a hundred rupees but I cannot get it. That is exactly what my Honourable
friend Rai Bahadur Lala Ram garan Das wants. He wants his basiness to
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pay a dividend of 100 per cent., and probably during the war he made 300 per.
cent. Bat he can’t do it now. I have myself invested a few thousand rupees
in a spinning and weaving concern. For the last few years it has not been
gaying any dividend. That is my connection with the textile trade. But,

ir, that has not affected the income of the managing agents. That comes to
nearly a lakh of rupees. Sometimes they give up Rs. 5,000 or Rs. 10,000,
but still we do not get a dividend. I do not want to give advice to the textile
industry, but if I may be allowed to do so T would say, “ Put your house in
order ; cut down your expenses ; try to compete with Japan, and if youn can
do that I do not think there will be any difficulty in competing successfully
with Lancashire ”. Therefore, I say they should put their house in order
and not clamour for more and more protection. There are numerous ways
of cutting down expenses but I am going into all the details of that. All
that I wish to submit is that in a matter of this kind we have to take a broad
and comprehensive view. The mere fact that the Government have con-
cluded this Agreement is no ground for saying it is bad. After all, who was
our representative in these negotiations ¢ He is an Indian. I do not think
that Sir Zafrullah Khan overlooked the Indian aspect and Indian interests
in coacluding this Agreement. He had to do it, if I may say so, under a dis-
tinct disadvaatage. He had to go and fight the Imperial Governmect on our
behalf and 1 believe that he and his advisers, Mr. Dow and Mr. Pillai and others
have succeeded admirably and I think our thanks are due to them.

With these words I have very great pleasure in supporting this Motion.

Tar HoNoUBRABLE SaiyEp MOHAMED PADSHAH SaaiB BAHADUR
(Madras : Muhammadan) : Sir,——

TuE HoNouraBLE THE PRESIDENT: You are going to be neutral
why do you want to speak ?

THE HONOURABLE Satyep MOHAMED PADSHAH SamB BAHADUR:
I will have to give the reasons which prevent me from voting either way.

Sir, T am afraid I shall have to address myself to the bogey of so-called
communalism. (An Honourable Member : ‘ What has all this to do with
the business hefore us 7”’) It should have been stopped when it was first mooted
here. I would not have ventured to take up any time of this House in referr-
ing to this matter had it not been for the fact that all the charges levelled
against the respected Leader of the Muslim League in the Assembly are alto-
gether unfounded. The gravamen of the charges is utterly unfounded.

THE HONOURABLE THE PRESIDENT : That is what your Leader has
already said.

THE HoNOURABLE SaiyED MOHAMED PADSHAH Sanis Bamabur: I
will have to put my own point of view, the gravamen being based on a mis-
conception of the meaning and import of the statement which Mr. Jinnah
made in the other House. Sir, I would challenge my Honourable friends
who have levelled their attacks against that speech to show one single passage
or one single expression in that speech which went to show that Mr. Jinnah’s
decision about the matter under consideration in the Assembly was based
merely on communal grounds. All that Mr. Jinnah said was that since thg
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Muslims had only a very infinitesimal proportion of interest in the matter
it was not their right to try and interfere with the views of other péople who
hold an overwhelmingly large interest in the affair. I may ask whether it is
‘wrong for one to find out what proportion of interest one has to get the right
‘to interfere with the decision of others ? If one tries to assess one’s own in-
terest in order thereby to find out one’s own right to influence the decision about
.any matter, should that be called communalism ? On the other hand Mr.
Jinnah made it quite plain—

THE HoNouraBLE THE PRESIDENT: But he asked Government,
< What have you done for me ?

THE HOoNOURABLE SaivEep MOHAMED PADSHAH SamiB BAHADUR:
That was not in regard to the merits of this Motion but with regard to the
attitude of the Government towards the demands of the Muslimsin general.
Mr. Jinnah wanted to know for what reason he should court the odium of the
-oountry in trying to influence and judge a matter in which his own com-
munity was not chiefly concerned.

THE HoNoURABLE THE PRESIDENT : That is true, but the voting took
‘place not on merits ; you admit that by implication ?

THE HoNOURBABLE SaiYED MOHAMED PADSHAH SaHiB BAHADUR;
I do, Sir, because Mr. Jinnah made it perfectly plain that he was considering
this question on three grounds, politica!, constitutional, and economic and
when he was considering the economic aspect of it he held that the cotton grower
did not benefit materially and on that account it was not obviously very much
in the interest of the cotton grower, though in this respect I venture to differ
from him, because my own view is that the cotton grower has benefited mate-
rially from this Agreement. Apart from that, Mr. Jinnah’s view was that the
cotton grower did not benefit substantially by means of this Agreement inas-
much as the intake of cotton by Britain was not guaranteed and it was in this
connection that he mentioned that Sind and the Punjab, which have been
clamouring for support of this Agreement, have been misled by misunderstand-
ing the whole position in this respect. But as I said I do differ from Mr. Jinnah
and hold, that the cotton grower has materially benefited.

THE HoNoURABLE St DAVID DEVADOSS: Then vote for the Agree-
ment !

THE HoNOURABLE SaivEp MOHAMED PADSHAH SaHIB BAHADUR:
I have said that our vote is influenced by other considerations; as in
the case of the Finance Bill, there are various considerations which go
to determine our attitude in rega.rd to this measure. Again, Mr. Jinnah
said about the constitutional aspect that it was no use considering this
Agreement at all, that it was no use trying to determine one’s attitude
‘towards it at all, inasmuch as Government had presented the Assembly
with & fait accompli, as the Government had already decided to give effect
to the Agreement irrespective of what might happen to that ia the
Assembly. In view of that he said the Assembly was engaged in a process of

mortem examination, that there was no use trying to give it any considera-
tion inasmuch as the decision of the Assembly would not even by a jot or tittle
influence the Government in their conduct. Therefore, Sir, my submission
is that it was never contended by Mr. Jinnah that since the Muslims ha‘d
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only a mioroscopic iaterest in that that this Agreement should not be support-
ed. Itis wrong to say that there was any consideration of communal aspect
which influenced the decision in this respect. I will just say a few words about
the merits of the Agreement.

Before I make my own observations about it, I feel it my duty to pay @
richly merited tribute to the Honourable Sir Muhammad Zafrullah Khan
for having brought about this kind of Agreement, which is obviously a decided
improvement upon the Ottawa Pact. I do say that.

THE HoNOURABLE Si1R DAVID DEVADOSS: You are not ashamed
to say that ?

TeE HoNOURABLE SaiyBD MOHAMED PADSHAH SaHIB BAHADUR:
Why should I, I do not disguise the fact that the Agreement is an improvemens
upon the Ottawa Pact.

THE HOoNOURABLE THE PRESIDENT : Why don’t you then vote for it-%:

Tex HoNoUraBLE SaiyEp MOHAMED PADSHAH Sav1R BAHADUR:
It would go to persuade, and thrust my views upon, another section which
as I have said we feel are more materially and more substantially interested
in the matter than myself.

1 feel, Sir, it is really a great credit to the Honourable the Commerce
Member and his Advisers, both official and non-official, to have brought these
negotiations to a successful issue, for more than once it appeared that these
negotiations would break down.

As I said, Sir, the Agreement is an improvement in many respects. Muoch
has been said about the interests of the textile industry here and my own im-
pression is that after all the sacrifice that the textile industry has to make under
this Agreement is not unjustified in view of the benefit that might accrue both
to the general interests in the country and also particularly to the cotton grower.
I feel, Sir, that an industry like the textile industry which has been enjoying
protection for nearly nine years and has flourished very considerably on account
of that protection ought to be willing gracefully to make a sacrifice when that
sacrifice is called for in the interests of the country at large and also of the
cotton grower, whose interest the industry itself must have at heart. The total
production of Indian mills is about 4,084 millions of yardage and these Indian
mills consume on the whole 25 millions of bales of cotton. The United King-
dom agrees to buy between 5 and 6 lakhs bales of cotton from India and in
return what has been conceded to the British industrialist is that he wounld
pe permitted to send 5 millions of yardage—

Tae HoNoURABLE THE PRESIDENT : You have exceeded your time.
Please conclude your remarks.

THE HONOURABLE Sa1vEp MOHAMED PADSHAH BariB BamaDUR:
1 am concluding, Sir. This shows clearly that the United Kingdom, which offers
to take 20 per cent. of the raw produce from this country, is allowed to send
only as much as is equal to 12 per cent. of the total Indian manufacture to the
country. I feel, 8ir, that in the face of these figures this is not an unfair Agree-
ment.

[}
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TrE HoNouraBLE Sir DAVID DEVADOSS: Good!

Tae HonNouraBrLe Saryvep MOHAMED PADSHAH SariB BAHADUR:
This portion of it is not unfair and at the same time we also find that the pre-
ference that has been allowed to the United Kingdom has been brought down
from Rs. 18 to Ks. 7} crores and the preference that was being enjoyed by the
Indian exports has been either maintained or enhanced in some respects.
Therefore I feel that on the whole this Agreement is a decided and an obvious
improvement upon the Ottawa Pact.

But, Sir, as I said, our attitude about this measure is influenced by various
oousiderations, one of the most important of which is political and the other
that Government had decided to give effect to this Agreement even before they
got to know the fate it would meet with in the Legislature.

THE HoNOURABLE Mr. H. DOW (Commerce Secretary): Sir, this has
been a most interesting and tevealing debate. The Honourable the Commerce
Member has made my task a good deal easier than it otherwise would have been
by summing up the earlier half of the debate himself, and doing it in a much
more masterly way than I can hope to do. There have been tributes to the
Commerce Member—very well deserved tributes——from every quarter of the
House. Tt is true that one or two, having started by praising the ability in
negotiation of the Honourable Commerce Member, have then gone on to
explain that he might easily have got this or that in addition, and has made-
a very bad bargain. Well, Sir, that is not my idea of an able negotiator. I
must suppose that either the tributes paid to the Commerce Member are sincere
or that the censures passed on what he has done are sincere ; but clearly both
cannot be justified. I have a distinct feeling that it is the first that is the case,
and that everybody is really and sincerely appreciative of the great skill and
ability with whicli these negotiations have been throughout carried on on behalf
of India by Sir Muliammad Zafrullah Khan. (Applause.) It is true, as I
said in my opening remarks, that we have not got everything that we asked for.
Mr. Shantidas Askuran is a business man himself, and in so far as he dealt with
other things than the particular matter which concerns him most deeply, the
gravamen of his charge was that we ought to have got what the non-official
Advisers asked for, and I think he hinted that, if we had been able to do that,
he might even have considered making the sacrifice with regard to cotton piece-
goods which otherwise he is not prepared to make. Well, Mr. Shantidas
Askuran must be a lucky man—I believe he is indeed actually a very lucky
man—but he must be even a luckier man thanI think he is if he is able to
carry on his own business on these lines, and get in the course of deals with
his opponents all that he asks for.

1 mast now deal, Sir, with one matter with which you did not allow the
Honourable the Commerce Member to deal because it involved his reading a
statement from a newspaper.

TaE HoNoURABLE THE PRESIDENT : I told him that he could para-
phrase that into his own words.

. THE HONOURABLE MR. H. DOW : I am no longer suffering from the same
diffioulty because I have before me the actual representation from the Federa-
tion of Indian Chambers of Commerce and Industry which is made to the
Governmeat of India. It is dated the 23rd March, 1939. It was received in
my office on the 30th March. It was printed in the newspapers on the 34th
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March. I make no complaint about that, because.I am, quite accustomed to
read letters that are addressed to Government by the Federated Chambers
in the newspaper first, and it saves a certain amount of my time which I would
otherwise have to devote to them in office. Now, in another place the Honour-
:able Member pointed out that certain statements made by the Federation were
incorrect. I also in the same place dealt with these statements at considerable
length. I have now from the Federation a protest against the statement made
by the Honourable the Commerce Member. It deals with what was said about
chrome leather. The statement of the Federation is this:

‘* As regards the exports of chrome leather from India, the margin of preference, which
this article enjoyed under the Ottawa Agreement, is reduced from 30 per cent. to 15 per
<ent. under the new terms. The Committee feel that in view of the fact that increased
exports of chrome leather from India were at the expense of her non-Empire competitors
such as Germany, the lowering of preference is likely to reduce the competitive position of
Indian chrome leather as against her Continental rivals *.

A little later on the Committee say again :

*‘ The Committee wish to point out one significant aspect of the general preferences.
Under the present scheme of preferences, the only commodities in which India secured
effective benefit are chrome leather, woollen carpets and rugs and jute manufactures. In
respect of all these commodities, the changes in the new terms have reduced the margin of
preference enjoyed by them under the old acheme *’ *

The Federation now explain that what they meant to say was something as
follows. At present there is an unscheduled preference of 30 per cent. on chrome
{eather, and the non-official Advisers in their first Report on page 35 said :

‘‘ We, therefore, recommend that chreme leather should now be included as a scheduled
article and that the present margin of preference should be maintained ™.

That was a recommendation by the non-official Advisers. It becomes one of the

things recommended by the Advisers which we have not beea able to obtain
in full. They recommended that the 30 per cent. preference should be main-
tained and that the whole of it should be scheduled. We have now got the
same preference on foreign goods of 30 per cent., and 15 per cent. of it is a
scheduled preference. That is, we have gained something. That, Sir, I submit
is very different from the statement which they have made that in respect of
these commodities the changes in the new terms have reduced the margin of
preference enjoyed by them under the old scheme.

The Committee submit that it is unfair on the part of a responsible Member
-of Government to characterise as false the statement of the Committee of the
Federation which is based on authentic facts. Now, Sir, authentic facts are
one thing. You can base a statement on authentio facts. It does not neces-
sarily make your statement true. The difficulty is that the Federation
<entirely misunderstood the authentio facts, and they made, on the basis of
those facts but without saying that it was on the basis of those faots, a state.
ment which was as a matter of fact untrue.

Now, 8ir, that is the position as regards chrome leather. The Federation
have in fact been able to explain that what they really meant—not what they
said—what they really meant was that they wanted the whole of the unsche-
duled preferences to be transferred to the scheduled preferences. But unfor-
tunately this explanation in regard to orde article—chrome leather—cannot
possibly explain their mistake about the other two articles, that is Carpets
-and Rugs, and Jute manufactures, because these articles have been scheduled
articles all along. In the case of jute manufactures and carpets and rugs,
thegs has been no such change, even in classification, as could give even a colour:
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of excuse for the mistake which has been made in the case of chrome leather.
Yet about these too they say, just in the same way that—

‘‘ in respect of all these commodities, the changes in the new terms have reduced the
margin of preference enjoyed by them under the old scheme .

To take first jute manufactures, the Chambers’ representation says that—

‘ the non-official Advisers recommended the maintenance of the preferential margin
of 20 per cent. in favour of Empire goods’’.

The non-official Advisers did not say that. They knew too much about their
subject. They knew that the margin of preference was not 20 per cent. on
jute manufactures, but 20 per cent. on some, 15 per cent. on others. They
asked for the maintenance of the present rate of preference. The existing
duties under the present Agreement are 15 per cent. on cordage, cables, ropes
and twines, and 20 per cent. on sacks and bags. These are exactly the very
duties that are being continued under the new Agreement, and the privilege
of free entry has also been. maiantained.

To take the other subjeot, Carpets and Rugs ; there has been no reduction
in these duties. In 1932 the duty on foreign woollen carpets and rugs was 10
per cent., and India was entitled to free entry. In 1934, these duties were rais-
ed, and the duty per square yard on hand-knotted carpets was made 4s. 6d.
and a 20 per cent. ad valorem duty was levied on others, and India retained
free entry. The things that India is particularly interested in are hand-knotted
carpets, where her chief competitors are Iran and Turkey and China,
The average ex-duty value of the Indian rugs imported into England works
out on the basis of the figures for 1937—-the figures are given in the Memoran-
dum—at about 8s. 9d. a square yard. The average ex-duty value of the rugs
of her competitors from Turkey, Iran and China works out at about 19s. 4d.
asquare yard. You will see from these figures that a duty of 4s. Gd. per square
yard on foreign rugs works out really at a 50 per cent. preference ad vulorem
in favour of Indian rugs, and these duties have all been in operation since
1934, and will still be in operation under the new Agreement. Yet, we are
told that the duty on carpets and rugs, which is admittedly of great value, has
been reduced under this Agreement.

Well, Sir, I have dealt with the explanation of the Federation of Indian
Chambers. I shall have later, I suppose, to deal with an explanation of the
explanation, which is very badly wanted. I would suggest that there is only
one explanation. We have carefully refrained from imputing motives either
in the other House or in this House. The Federation’s memorandum is quite
obviously a hurried piece of work, and I think the only thing that they can
possibly do is to admit that they made a mistake.

Well, Sir, I will not attempt to deal with points raised by Members who
spoke before lunch except with one or two remarks made by the Honourable
Mr. Hossain Imam, which were not touched by the Honourable the Commerce:
Member. I think that Mr. Hossain Imam made the only explanation that was
really open to him as regards the attitude of the Honourable Leader of his
Party. When later on, Mr. Padshah got up in the debate, and tried to help
him, I saw Mr. Hossain Imam getting very restive, and I could imagine him
saying to himself, ‘“Save me from my friends ”. (Laughter.) It seemed
to me that Mr. Padshah, so far at any rate as he referred to the remarks which
I made in my opening speech were concerned, was entirely at sea. 1 made no
charge at all that the decision taken by the Leader of that Party in the other .
House was on communal grounds. I should consider it entirely improper
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for me in my position to have preferred any such charge at all, or to have im-
puted motives. I did nothing of the kind. I was not concerned with that.

Mr. Hossain Imam has said that if the point I raised was to be raised at
all by me, it should have been raised by me in the other House,

THE HoNOURABLE Mr. HOSSAIN IMAM : Ry the Government.

THE HonouraBLE MR. H. DOW : Mr. Hossain Imam is well aware how
much opportunity his Leader gave people in the other House to comment on
anything that he said. I think he said that I was hitting below the belt. Well,
Sir, the political stature of his Leader is so great compared to mine that if I
wanted to hit him, I could hardly reach above his Lelt. (Laughter.) And
to suggest that I was taking an unfair advantage—his Honourable Leader, if
he has any desire to take notice of the remarks of any one so unimportant
a8 me, he has a thousand platforms up and down the country, and T have
none. On the merits of the matter, it seems to me that Mr. Hossain Imam
really agreed with me. It is true that he tried to show that the effects of this
Agreement were confined to those who were interested in the export trade.
Mr. Hossain Imam tried to argue that the only persons who were interested:
in the export trade were the middlemen, who, he said, were not people belong-
ing to his community. The whole burden of my contention was that this
Agreement iy a thing which comes home to all men’s business and hosoms, and
that it is not a matter which concerns only the people who happen to be engaged
in middlemen’s trade, merely facilitating the transport of goods from one
country to the other.

T HoNourABLE Mr. HOSSAIN IMAM : It is primarily their profits,
Sir.

THE HoNoURABLE MR. H. DOW : If it were merely a case of these middle-
men, why have we been paying so much attention to trying to get a fair deal
for the agriculturist and his cotton ? Has it ever been suggested that this was
being done in order that the middlemen should have their profits ? Sir, it is
fantastic to make that suggestion, and what T said on the subject, 1 think,
remains ; you cannot separate the interests of the one community from another.
You cannot even separate the interests of the rich and the poor in this matter.
If trade is going to flourish, it is going to work for tho benefit of all the people
who are concerned in it.

I now come to a different line of argument which was started, I think,
by the Honourable Mr. Kalikar and supported to some extent by speakers
who spoke after him, including the Honourable Mr. Kunzru, that is, that this
Agreement is bound to be unfair because of the inequality in political status
between the two parties to it. Well, Sir, T do not well know how to
respond to an argument of that kind, but if it were true that we have been all
the time under duress from the United Kingdom, is it likely that these nego-

tiations would have been protracted over a long period of

6P M. three years ? When you are in a position to issue orders to
somebody, do you spend as long as three ycars arguing

with him as to what he should do ? Sir, I 'am as anxious

a8 any one that Indians should be able to stand upright and to feel that they are
equal partners in the Empire, but it does seem to me that to import into every
suhject considerations of this kind and say, “ What can.we do? We have not
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equal status, and therefore there is no help in the matter ”* is not the proper
thing to do. Under the fiscal autonomy convention India has been independent
for a very long time in these matters., There is, I believe, a pathological state
call lordosis, which consists of a curvature of the spine not in the usual direc-
tion ; it causes a man to throw a chest like a pouter pigeon instead of bending
down the other way ; and I do sometimes feel that in her too great anxiety
over her status in these matters, there is a danger of India developing a sort
of spiritual lordosis.

Mr. Kalikar then went on to say that he agreed that there were hard times
ahead of the cotton industry. I think he is right. The world production of
cotton still seems to be increasing very largely. We have a market in Japan ;
it is not as seoure as it was. Mr. Kalikar said that we once had a market in
China which we have lost. We know that one of Japan’s aims is to develop
the growth of cotton in China for her own benefit. with a view to making herself
independent of India. What I did not understand about Mr. Kalikar was how
he drew from all this the inference that somehow this was a good time to refuse
to come to a deal with the United Kingdom in order at any rate to get an estab-
lished market for part of our raw cotton ?

Now, Sir, I come to the Honourable Mr. Kunzru. One point I have al-
ready dealt with as it was put forward by others. I understood him to ask
that if these cotton clauses are really in favour of India, why is not a different
view of them taken ; and he explained, in answer to an interruption of mine,
that he was referring to the view taken by India. Well, India is an abstraction
& little difficult to understnd in these matters. We have heard several views
voived. Both in the other House and in this House, there has been very
general approval of these cotton clauses. I donot know whether the Honour-
able Pandit has seen the speeches made in the other House by members of the
Muslim League. They were nearly all in favour of the Agreement. Some of
the Independent Party came down on the same side so far as argument was
concerned, and, indeed, in both Houses the astonishing thing is how very little
hostile criticism there has been. 1t is generally recognised that this Agreement
is a great improvement on the last one, and that it does at any rate attempt
to do something to gain some absolute protection for our cotton growers, who
at present have not any absolute guarantee.

Mr. Kunzru also inquired with regard to the question of parity. Naturally
‘the question of parity affects whether a man is going to find it more' profitable
to buy his cotton in India or in America, provided that he can get the kind of
cotton that he wants from both. The inference that I draw from that is that
10 have a guarantee of this kind which is independent of the question of parity
is all the more valuable, because——

Tee HoNouraBLE PanpiT HIRDAY NATH KUNZRU : Where is the
guarantee ? You have talked so many times of guarantee. Where is it §

Tug HoNoUurABLE MR. H. DOW : The guarantee lies in this. Obviously
wa start from the assumption that the desire of the manufacturer at home is
‘out to increase his market of piecegoods in this country, and in order to do that
he has got to purchase stipulated quantities of cotton. If he does not, there
are penualties. So that, looking at it at its very lowest, it does come to this,
that the manufacturer in cases where he might otherwise have been deterred
from purchasing Indian cotton by considerations of parity, has now an induce-
ment to buy Indian cotton even though parity may be against him.,

]
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And lastly, Mr. Kunzru expressed some surprise at the smallness of the gap
between what the non-official Advisers thought we ought to try and obtain and
what we actually did obtain, and he suggested that it ought to have been possible
to bridge this gap or at any rate to make it somewhat narrower. Unfortunately
Mr. Kunzru has not seen the whole of the gap. A great part of that gap has
been filied up alrcady. The Honourable Commerce Member, in the other
House, explained that when the demands of the other side were first brought
forward they were very different from the concessions they have now obtained.
In addition to retaining the preferences they had, they wanted those preferences
extended, and they wanted a large number of new preferences, and the Honour-
able Member has explained that in the early stages of these negotiations a great
deal of time elapsed before he was able to persuade the United Kingdom
that we were cumpletely serious in our demands ; that, 8o far from the list of
preferences being extended, it would be severely curtailed. So that what the
Honourable Mr. Kunzru now sees and describes as a narrow gap is only narrow
because a good many months of negotiation were occupied in filling it up.

I come to the Honourable Mr. Sapru. He spoke, as he so often does, on
grounds of high principle ; and it was mainly on principle that he objected to
this Agreement, particularly the cotton clauses. He went on to talk about
general preferences, and then said that he could not agree to any concession
which was going to harm our “ nascent” industries. I listened for him to
develop this point, and he went on to discuss the cotton trade. I have just
loeked up the word ‘ nascent ”’ in the dictionary. Tt seems * beginning to
exist or to grow, coming into being ”’. That seems to me rather a curious
word to apply to our cotton trade.

TEE HoNoURABLE MR. HOSSAIN IMAM : It was about heavy chemicals.

TaE HoNoURABLE MR. P. N. SAPRU : This was a word used generally.
8o far as cotton is concerned, what I said was that I do not think that it is right
to link up the duties to include a protected industry in the arrangement without
reference to the Tariff Board and scientific examination.

THE HoNOURABLE MR. H. DOW: Iam sorry if I misunderstood the
Honourable gentleman, and I do not wish to press my point. But I was perhaps
misled because I know that he has an incurable habit of not noticing that any-
thing has grown up. He was talking the other day about the  infant
shipping industry, and I certainly understood that when he spoke about
“ nascent ”’ industry and went immediately to talk about the cotton trade he
wag referring to that.

THE HoNOURABLE MR. P. N. SAPRU : I am sorry if I did that. .

THE HoNOURABLE MR. H. DOW : I drop that point. The Honourable
Member then went on to say that it was wrong for us to deal with the duties
to be charged on the United Kingdom textiles without the aid of a Tariff Board.
Well, Bir, it is a little late in the day to bring forward that objection. We have
regulated our cotton relations with Japan now for a good many years on a basis
of mutual arrangement between the two countries, and this is merely an attempt
to follow that precedent, and extend to our relations with the United Kingdom
an arrangement which has already worked satisfactorily with regard to Japan.
Since I am mentioning Japan, I will deal with one point which was raised

4
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in Mr. Dalal’s statement. He compared very unfavourably this Agreement
regarding cotton with the United Kingdom with the terms which we have come
to with Japan, and the suggestion, I take it, behind his speech was this. In
the case of Japan we link the purchase of a million bales of cotton with 283
million yards of piecegoods ; in the case of Great Britain we link a larger amount
of piecegoods with a much smaller amount of cotton. That I understand was
the gist of his argument. Well, Sir, he entirely forgets that the main considera-
tion which Japan gets for its purchases of raw cotton is not the import of a
certain amount of piecegoods into this country. The trade between the two
countries is roughly balanced in the neighbourhood of Rs. 20 crores. As re-
gards our exports to Japan they consist almost entirely of raw cotton, anything,
according to season, from 80 to about 95 per cent. Japan’s imports of piece-
goods into this country come to about 30 per cent. of her total imports ; about
30 per cent. consists of textiles other than cotton, and 40 per cent. covers a
large range of miscellaneous goods, much of which competes very seriously
with our smaller industries. The real consideration which Japan gets in ex-
change for her purchases of raw cotton is not only the right to import a certain
amount of piecegoods but the assurance of most-favoured-nation-treatment
in respect of this large and miscellaneous trade of hers in other textiles and in
various classes of manufactured goods. Therefore to compare an Agreement
of that kind merely with the cotton clauses of this Agreement is a grossly unfair
thing to do.

The only other point that I need deal with was made by the Honourable
Mr. Parker. All that I can say to him is that I shall have the greatest pleasure
in passing on his suggestion to the appropriate Department, which is not the
Commerce Department.

Sir, I think it will be clear to Honourable Members that in this House, as
in the other House, not only the weight of argument, but even the majority
of the speeches, and a very considerable part of the speeches even of those who
are going to vote against my Motion, have been favourable to this Agreement.
It is universally admitted that it is a great .improvement on the one whioh
we design it to replace. Generally speaking, the criticism has been that we
have not got everything which we asked for in the beginning. If you,
gentlemen, are going to wait for an Agreement in which you get everything
that you ask for at first, before you will approve it, you are going to be done
very badly. You can get such an Agreement, but you will only get it by asking
for a good deal less than you ought to have asked for at first. If you have in
any future Agreement a negotiator as able as you have had in this one, I am
perfectly certain that at any rate he will not get all he asks for in the beginning.

Sir, with these words, I leave the fate of my Motion to the House.

Tur HoNoURABLE MR. SHANTIDAS ASKURAN :  On a point of personal
explanation, Sir, about what Mr. Dow said. I am a business man, and I always
believe in give and take. I want it to be clearly understood that neither I own
any cotton mill nor am I a member of the Millowners’ Association. I have
asked for modification in the interest of agriculturists only.

Tae HoNouraBLE THE PRESIDENT : You cannot make another speech.
The Question is:

. “ That this Council approves the Trade Agreement signed on the 20th March, 1939,
between His Majesty’s Government in the United Kingdom and the Government of India.’”
)



The Council divided :

COUNGCIL OF BTATE.

[30TE MAROR 1939.

AYES-28.

Askuran, Hon. Mr. Shantidas.

Buts Singh, Hon. SBardar.

Charanjit 8ingh, Hon. Raja.

Chi.nog, Hon. Sir Rahimtoola.

Das, Hor. Rai Bahadur S8atyendra Kumar.

Devadoss, Hon. Bir David.

Dow, Hon. Mr. H.

Ghosal, Hon. 8ir Josna.

Gorwala, Hon. Mr. A.D,

Govindachari, Hon. Rao Bahadur K.

Haidar, Hon. Khan Bahadur Shams.-ud-
Din

Hissamuddin Bahadur, Hon. Lt..Col. Sir.
Hydari, Hon. Mr. M. 8. A.
Ismaiel Alikhan, Hon. Kunwar Hajee.

Khurshid Ali Khan, Hon. Nawabzada.

Lal, Hon. Mr. Shavax A.

Menon, Hon. Sir Ramunni.

Muhammad Hussain, Hon. Khan' Bahadur
Mian Ali Baksh.

Muhammad Yakub, Hon. Sir.

Mukherjee, Hon. 8ir S8atya Charan.

Nanak Chand, Hon. Rai Bahadur Lala.

Parker, Hon. Mr. R. H.

Patro, Hon. Sir A. P.

Puckle, Hon. Mr. . H.

Raisman, Hon. Mr. A. J.

Russell, Hon. Sir Guthrie.

Sobha 8ingh, Hon. S8ardar Bahadur.

Stokes, Hon. Mr. H. G.

’ NOES-—10.

Dalal, Hon. Mr. M. N.

Das, Hon. Mr. N. K.

Kalikar, Hon.Mr.V.V.

Kunzru, Hon. Pandit Hirday Nath.
Mahtha, Hon. Rai Bahadur Sri Narain.

The Motion was adopted.

Pantulu, Hon. Mr. Ramadaa.

Ram Saran Das, Hon. Rai Bahadur Lala.
Ray Chaudhury, Hon. Mr. Kumarsankar.
Roy Chowdhury, Hon. Mr. S8usil Kumar,
Sapru, Hon. Mr. P. N.

The Council then adjourned till Eleven of the Clock on Saturday, the lst

April, 1939.





