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LEGISLATIVE ASSEMBLY.
Monday, 27th March, 1939

The Ass.embly met in the Assembly Chamber of the Council House
at Eleven of the Clock, Mr. President (The Honourable Sir Abdur Rahim)

in the Chair.

- MEMBERS SWORN.
Mr. Hugh Dow, C.8.I., C.LE.,, M.L.A. (Secretsry, Commerce
Department);
Mr. Nerayana Raghbavan Pillai, C.B.E., M.L.A. (Government of
India: Nominated Official); and
Sir Bryce Chudleigh Burt, C.LE., M.B.E,, M.L.A. (Government of
India: Nominated Official). :

STARRED QUESTIONS AND ANSWERS.
(2) ORAL ANSWERS.

REDUCTION IN THE TERM OF FOREIGN SERVIOE OF Brimisn TROOPS.
1811, *Mr, Abdul Qaiyum: Will the Defence Secretary please state:

(a) if he has read Reuter's telegram from London, dated the 7th
March, 1939, published on page 2 of the Hindustan Times,
dated the 8th March, 1939, under the ““Late News'' column,

(b) whether there is any proposal to reduce the term of foreign ser-
vice for British troops to three years;

(c) what the additional cost wiil be if this ie done, and what part of
it will fall on India; and

(d) whether Government have taken up this matter with His
Majesty's Government, and, if so, the effect of such represen-

tation ? .

Mr, ¢. M. G. Ogilvie: (a) Yes.

(b) No.

(c) and (d). Do not arise. The Government of India have, however,
agreed to the reduction of the tour of service to four years. The estimated
cost to India will be in the neighbourhood of seven lakhs.

Mr, Abdul Qaiyum: May I know what is the present term of service
for British troops?

Mr, 0. M. G. Ogilvie: It is somewhere in the vicinity of five years.

Mr. Abdul Qaiyum: May I know when this new propossl was agreed
to by the Government of India?

( 2817 )
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2818 LEGISLATIVE ASSEMBLY [27TH MarcH 1039.
Mr. 0. M. G. Ogilvie: 1 have said so.

Mr. Abdul Qaiyum: May I know whether the Government of India
were consulted before this change took place?

Mr. 0. M. @. Ogilvie: Yes.

Mr. Abdul Qalyum: May I know if the initiative was taken by the
Government of India or by His Majesty’s Government?

Mr. 0. M. @. Ogilvie: By His Majesty’s Government,.
Mr. President (The Honourable Sir Abdur Rahim): Next question.

CHANGE IN THE METHOD OF RECRUITMENT TO THE INDIAN POLIOE.

1812. *Mr. Abdul Qaiyum: Will the Honourable the Home Member
piease state :

(8) whether there is any proposal to change the method of recruit-
ment to the Indian Police;

(b) whether the competifive system is to be partially abolished in
favour of nomination;

(c) if so, what percentage of the posts is to be filled up by nomina-
tion, and when this change is likely to be introduced; and

(d) the reasons for the proposed change, if any?

The Honourable 8ir Reginald Maxwell: (a), (b) and (¢). No change is
ab present contemplated in the system of recruitment in India. As regards
the method of recruitment in England, the Secretary of State has already
announced that a certain number of candidates, who must be University
graduates, will be selected for admission w the Indian Police otherwise
than by competitive examination. The examination will also be held as
hitherto in 1939 and 1940 for a certain number of the vacancies available
in these years, but the Becretary of State is not prepared to guarantee that
recruitinent by competitive examination will be continued after 1940.

(d) The change is being made to widen the field of recruitment.

Mr, Abdul Qaiyum: May I know what percentnge of recruitment will
be by nomination?

The Honourable Sir Reginald Maxwell: It is understood that during
the next two years, that is, this year and next year, about one-third of the
vacancies will be recruited by selechion.

Mr. Abdul Qaiyum: May I know if the selection will be confined to
Europeans or whether Indians also will be eligible for nomination in

England ?

The Honourable Sir Reginald Maxwell: Recruitment in England is
entirely for Europeans, and Indian recruitment for the Indian Police

takes place in Tndia.
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Mr. Abdul Qalyum: May I know why this change is taking place,
and whether it is with the consent of the (Government of India?

The Honourable Sir Reginald Maxwell: The reason was stated in
-answer to part (d) of the question.

Mr. Abdul Qaiyum: Will the Honourable Member kindly repeat it?

The Honourable 8ir Reginald Maxwell: I will read it again:
“The change is being made to widen the field of recruitment.”

Mr., K., Santhanam: May I know whether the Provincial Govern-
sments were consulted as these officers have also to serve in the provinees?

The Honourable Bir Reginald Maxwell: I cannot inform the Hon-
‘ourable Member from my recollection.

Mr, Lalchand Navalral: When this recruitment is going to be widen-
ed and it is going to be done in England, why is it that Indians also are
mot going to be taken for the purpose of widening the field ?

The Homourable Sir Reginald Maxwell: Az I have already informed
the House, the recruitment of Indians takes place in India, and of
Europeans in England. It is a question of altering the method of re-
-oruitment of Europeans in England.

Mr, President (The Honourable Sir Abdur Rahim): Next question.

GRANT OF A DISTURBANCE ALLOWANCOE TO OFFICEES AND SOLDIERS.

1813. *Mr. Brojendra Narayan Ohaudhury: Will the Defence Secre-
tary please state:

With regard to the grant of disturbence allowance mentioned in the
‘House of Commons’ as reported by Reuter, London, on the 13th
March, 1939:

(a) what disturbance is referred to;

{b) whether the grant is proposed or has been sanctioned for (i) Euro-
pean soldiers, (ii) Indian soldiers, (iii) European officers, and
(iv) Indian officers, stationed in India, and the scale proposed
or sanctioned;

(c) whether in fixing the scales of pay all kinds of risk and inconveni-
ences were not taken into consideration; and

(d) whether he will lay on the table a list of scales of other allow-
ances, if any, granted to the abovementioned soldiers and
officers, on atation duty or as combatants, and the reasons
therefor?

Mr. 0. M. G, Ogilvie: With your permission, 8ir, I propose to answer
starred questions Nos. 1818 and 1321 together,

An allowance of £20 for & married officer and £5 for a soldier on the
married establishment is paid to British personnel on the Imiperial estab-
lishment when a military officer or soldier is moved from ome station to
annther for a period in excess of six months in order to recompense

‘ A2



2820 . LEGISLATIVE ASSEMBLY, [27tH MarcE 1939.

themwfor the extra expenditure they incur owing to a c.ha.nge of station.
This allowance has been termed a ‘‘disturbance allowance'’. The Gov-
ernment of India are considering the question of the introduction of a
similar allowance in India, but no decision has yet been reached. I am,
therefore, unable to make any further statement at present.

With reference to part (d) of Mr. Brojendra Narayan Chaudhury’s
starred question No. 1813, I refer the Honourable Member to the state-
ment laid on the table_ of the Council of State on the 14th September,
1937, in reply to question No. 51 of the 4th March, 1937, and also to the
statement laid on the table of this House on the 3lst January, 1988, in
reply to part (a) of starred guestion No. 651 of the,18th March, 1987.

“Mr."¥, 8. Avinashilingam Ohettiar: May I know what is the total
amount of the money spenti on the disturbance allowance?

Mr. 0. M. @. Ogilvie: I am afraid Government have no information.
None has been spent in this country.

Mr, K. Santhanam: May I know the estimated cost of the allowance
if it is to be given to the Indian Army?

"Mr, 0. M. G. Ogilvie: I should require notice.

REPORT oF THE COMMITTEE FOR THE APPLICATION OF THE RECOMMENDA-
TIONS OF THE INDO.-BURMA FINANCIAL SETTLEMENT TRIBUNAL.

1814, *Mr. Manu.Subedar: (a) Will the Honourable the Finanee Mein-
ber please state when the committee for the application of the recommenda-
tions of the Indo-Burma financial settlernent tribunal was appointed?

{(b) How many reports has it produced and when were they published?

(¢) What is the final position beiween India and Burma and on what
principles has it been worked?

(d) Is it a fact that the annual payment, which is now put down at
Rs. 2,24.56 lakhs, was at one time put down at three crores and more and
wus subsequently reduced? Why was this done?

{e) How much is 74 per cent. of the liability of the Government of India
in respect of central pemsions on the date of the separation?

(f) At what rate and how is this liability expected to be reduced, and
in how many years will this disappear?

Mr. K, Sanjiva Row: (a) In February, 1986,

(b) and (¢). "I would invite the attention of the Honourable Member
to the Press Communiqués, dated the 15th February, 1988, and the 15th
Matvh, 1089.

(d) The answer to the first part of the question is in the negative;
the second part does not arise,

(e) The estimated amounts are 80 lakhs in 1937 88, 75 lakhs in 1988-
89 and T1 lakhs in' 1989-40.

(f) The liability will be gmdually reduced as the pensions are axt{n-
guished. .
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Mr. Manu Subedar: May I know with reference to the reply to part
{e), under which account this money, 80 lakhs and 75 lakhs, is credited
in the Government of India’s books?

~ Mr. K, Sanfiva Row: It is taken under the .head ‘‘Extraordinary
receipts’’.

Mr. Manu Subedar: May I know if any part of this money is taken
a8 receipts under the Defence Department?

Mr. K. Sanfiva Row: No.

RATE OF INTEREST ALLOWED FOR PROVIDENT FUNDS, ETO.

1815. *Mr, Manu Subedar: (a) Will the Honourable the Finance Mem-
ber please state what is the rate of interest allowed by Government for
various Provident Funds in their charge and on deposit with them?

(b) Is there any distinction between General and other Provident Funds
in Government's charge? '

(c) Is there any statutory obligation on Government to maintain a
fixed rate of intercst in regard to the Provident Funds? 1If so, what?

(d) What were the successive reductions during the last five years in
the interest payable on:
(i) Postal Savings Bank deposits,
(i) Postal Cash Certificates,
(iii) Provident Funds protected by rules as to rate of interest, and
(iv) Other Provident Funds?

The Honourable Sir James Grigg: (a)—(d). The information is be-
ing collected and will be laid on the table of the House in due course.

LEVY OF AN EMPLOYMENT Tax IN THE UNITED PROVINCES.

1816. *Mr. 8. Satyamurti: Will the Honourable the Finance Member
be pleased to state:

(8) whether he and/or the Government of India have considured
. the question of the levy of an employment tax by the United
Provinces Government from the finanecial and the constitu-

tional point of view, us affecting the Central Government;

(b) whether Government have been approached by any individuals

or associations affected by the tax and, if so, in what manner;
and '

(¢) whether Government intend to take any action in the matter,
and, if so, why?

The Honoursble Sir James Grigg: (a) and (¢). I am not in a posi-
tion to make any statement.

{b) No.
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CoMPOSITION AND TEERMS OF REFERENCE OF THE INDIAN SANDRURST
CoMMITTEE.

1317. *Mr. 8, Satyamurti: Will the Defence Secretary be pleased to-
state :

(a) whether Government have considered the vote of the House,
censuring the Government on the composition and terms of
reference of the Indian Sandhurst Committee (Dehra Dun);

{b) whether Government propose to accept the verdict of the House
and change the composition of the Committee, 8o as to have-
a majority of elected members thereon; and -

(o) if not, why not?

Mr. 0. M. @. Ogilvie: (a) Yes. kR

(b) and (c). No, for the reasons given in iy speech of the 14th
March, 1939.

GOVERNMENT'S DEFENCE POLICY AND ADMINISTRATION,

. 1318. *Mr, B. Satyamurti: Will the Defence Secretary be pleased to
state :

(8) whether Government have considered the vote of the House.
censuring them on their Defence policy and administration;

(b) whether they propose to take any action thereon; and

(e) if so, what, and if not, why not?

Mr. 0. M. @. Ogilvie: (a) Yes.

(b) Some of the questions raised in the debate are still under con-
sideration.

(¢) Does not arise.

PUBLICATION OF THE RESULTS OF DE. GREGORY'S ENQUIRIES OR RESEARCHES.

1319. *Mr, 8. Satyamurti: Will the Honourable the Finance Member-
be pleased to state:

(a) the particular work on which Dr. Gregory is just now engaged;

(b) whether the results, if any, of his enquiries or researches have-
so far been published. and if so, what they are; and

(c) whether Government intend asking him to take in hand 4 com-
prehensive inquiry on the incidence of taxation in India direst
and indirect, Central, Provincial and Local (i.e., by local
bodies), and, if not, why not?

The Honourable Sir James Grigg: The question should have beem
addressed to the Honourable the Commerce Member,

DELAY IN THE GRANT OF PENSIONS, ETO., TO THE FAMILIES OoF DisaBLED
SoLDIERS.

1820. *Mr. 0. N. Muthuranga Mudaliar: (a) Will the Defence Secre-
tary state whether the definitions in regard to eligibility for death and dis-
ablement compensations for Indian ranks differ from that in practice in the
United Kingdom?
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(b) Is the Honourable Member aware that widespread bardship results
on account of these narrow definitions? ‘

(c) Is the Honourable Member aware that the Indian authorities are
taking a long time to decide complaints and appeals concerning war disable-
ments? Is he aware that in the United Kingdom the period taken is usual-
ly only seven weeks?

(d) Is the Honourable Member aware that there are several disabled
ex-sepoys and families of deceased sepoys who, being unable to get disuble-
ment compensations and service pensions,  are thrown at large on the
charity of the general public?

(e) Will the Honourable Member state ‘whether the following extract
is a normal way of disposing of such appeals:

““your husband died of a disablement which was not certified attribut-
able to military service. . .- Further petitions will not be
answered.” e

‘‘(Letter No. B.-52020-3-A.G.-14, dated 8th February, 1989. Adjutant
General’s Branch)"'? 1

Mr, 0. M. G. Ogilvie: (a) No. The main condition in each case is
that the death. disablement or disease should be attributable to military
service.

"(b) No. The definitions referred to nre considered to be fully adequate.

(¢) No, not that I am aware of. If the Honourable Member will give
me detaile of any particular case, J will make enquiries.

(d) No.

(e) No. Replies differ depending on the circumstances of each case.
If petitioners after being informed that the decision eonveyed to them is
final, continue to make applications, they are informed that further peti-
tions wi'l not be answered.

GRANT OF A DISTURBANCE ALLOWANCE.

11821, *Mr. 0. N. Muthuranga Mudaliar: Wili the Honourable the
Home Member be pleased to state:

(a) whether his attention has been drawn to the question and answer
in the House of Commons published in the Hindusian Times
of Wednesday, the 15th March, 1939, on page 1, bottom of
columns 4 and 5, under the heading ‘‘U. P. Employment
Tax'’;

(b) whether it is a fact that the Govermment of Indis are eonsidering
the grant of a disturbance allowance;

(c) how long the matter has been under consideration:

(d) when they expect to reach a conclusion:

(e) what is the quantum of the allowance;

(f) what are the services to which it is proposed to give this allowance;
and

(g) the total anticipated cost of this: aﬁb‘wuﬂpe?

tFor answer fo this question, seec answer to quéation No. 1313.

.
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- EXHIBITION OF ANTI-INDIAN Fiims IN FormiGN COUNTRIBS.

. 1321A. *Mr. 8. Satyamurti: Will the Honourable the Home Member
be pleaged to state: '

‘(a) whether Government have any information sbout the number
and the nature of films produced outside India which have
been completely prohibited from being exhibited or allowed
to' be exhibited only with excision by the several Previneial
Boarde of Censors in India; '

(b) if not, whether Government are prepared to collect the informa-
tion and-place it on the table of the House; and

(¢) whether Government intend taking any steps through His
Majesty's Government and the usual diplomatic channels
to get into touch with the producers of these objectionable
films, especially those which depict India and Indians
unfairly, and stop the production and exhibition of such
films outside India, and if not, why not?

The Homourable Sir Reginald Maxwell: (a) and (b). I have not the
required information but will obtain it and lay it on the table in due
course.

(¢) The Government of India will again draw the attention of His
Majesty’s Gevernment to the ““very'’ strong sentiment in India regarding
films of the character referred to.

Mr. 8. Satyamurti: With reference to clause (c) of the question, may
I know if Government will, after getting all the information, pursue the
matter further with His Majesty’s Government and persuade them to
approach the Governments of the countries in which such films are made
and apply such diplomatic pressure as is necessary in order to stop the
production and exhibition of such films outside India?

The Honourable Sir Reginald Maxwell: That might be considered when
we see the results of the inquiry that is being made.

S8eth Govind Das: This question has heen raised again and aguin.
Will Government be pleased to state what they have done so far in this
respect ?

The Honourable Sir Reginald Maxwell: I have already answered that
in reply to previous questions. (overnment have been in constant cor-
respondence with the Secretary of State on this subject.

Seth Govind Das: Have (fovernment heard anything from the Secre-
tary of Btate?

The Honourable Sir Raginald Maxwell: Certainly, I have already
had occasion to mention the case of 2 film of which the production wes
stopped in consequence. -



STATEMENTS LAID ON THE TABLE.

Information promised in reply lo unsiarred question No. 83 asked by Mr.
B. B. Varma on the 10th November, 1938.

Nox-Grant oF HoLipays To StAaTion ANpD RuxniNng STAFF oN Rammways.

(a) Yes.

(b) The reply to the first part is in the affirmative, and as regards the second,
Government do not contemplate making any change.

(¢) No compensation is paid, as none is duc under the rules.

Informa'ion promised in reply to part (b) of atarred question No. 1566
asked by Mr. Badri Dutl Pande on the 29th November, 1938,

Disparity 1IN LeEAvE RULEs BETWEEN GOVERNMENT AND RaiLway ScHooLs.

Clerks who are permitted to be abeent from duty during regular vacations are
governed by the rules in section IV (relating to Vacation Depuartments) of Annaxure
to the revised Btate Railway Leave Rules promulgated with the Railway Depart-
ment’'s Resolution No. 8373-E., dated the h February, 1930, while clerks who
:tr:ﬂ not so permitted are governed by the ordinary rules applicable to other railway

Information promised in reply to part (b) of starred question No. 735 asked
by Shrimati K. Radha Bai Subbarayan on the 27th February, 1939.

TRANSFERS OF OFFICERg OF THE FINANCE I)EPARTMENT.
(b) Rs. 4.673-5.0.

Information promised in reply to starred question No. 907 asked by Mr.
K. 8. Gupta on the 9th March, 1939,

COST OF MAINTAINING THE DREDGER AT THE VIZAGAPATAM PORT.

(a) The cost of maintaining and opreating the dredger and connected plant ond
crafi during the financial years 1836-37, 193738 and 1838-30 has been Ra. 5,74,747,
Rs. 3,75,413 and Rs. 4,37,000, respectively.

(b) Ten. Their pay and allowances are as follows :

(1) Pay Re. 6754 Rs. 50 house allowance.

(2) Pay Rs. 550+ Rs. 50 house allowance.

(3) Pay Rs. 550+Rs. 50 house allowance.

(4) Pay Rs.
(5) Pay Ra.
(6) Pay Ra.
(T) Pay Re.
(8) Pay Ra.
(9) Pay Rs.
(10) Pay Rs. 40. -

Three shifts of eight hours each are worked, as the dredger when in commission, is
required to operate for 24 hours a day. :

( 2828 )
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MOTION RE THE INDO-BRITISH TRADE AGREEMENT,

Mr. President (The Honourable Sir Abdur Rahim): Before the Hon-
ourable 8ir Muhammad Zafrullah Khan moves his motion, the Chair
would like to inform the House that an arrangement has been arrived at
among the Leaders of Parties that there should be a time limit for the
speeches. The Mover of the motion, Sir Muhammad Zafrullah Khan,
will be allowed about three quarters of an hour to move his motion, and
other speakers will be allowed 20 minutes each with discretion in the
Chair to allow more time in special cases if he considers it necessary.

The Chair has also been requested to sit till 8 r.M. today and tomorrow,
because the Chair understands there is o large section of the Members
who do not desire to sit on Wednesday. Governmenuv are agreed that
they will not put up any Government business on that day. The Chair is
not going to declare next Wednesday a holiday as it is not a gazetted
holiday in New Delhi and the practice has always been to declare only
those holidays for the Assembly that are recognised as holidays by the local
administration. But if the Government do not put up any agenda for
that day, that being an official day, and the Members who have put down
questions do not insist on the Assembly sitting on that day, then there
will be no sitting of Assembly on Wednesday. If that is so, the Chair is
also agreeable to sit till 6 p.m. today and tomorrow, for the purpose of
this motion. The Chair understands it has also been agreed that at
5 p.M. tomorrow, the Honourable Member in charge of the motion will
reply to the debate. Dogs the Chair take it that this arrangement meets
with the wishes of the House?

Honourable Members: Yes.

The Honourable Sir Muhammad Zafrullah Khan (Member for Com-
merce and Labour): Sir, I beg to move:

“That this Assembly approves the Trade Agreement signed on the 20th Macch,
1839, between His Majesty’s Government in the United Kingdom and the Govern
ment of India."”

Sir, I feel I owe a word of explanation to the House as to the time
occupied by the negotiations that have resulted in this trade agreement.
It was almost exactly three years ago that this House passed a Resolu-
tion asking the Government to give notice of termination of the Ottawa
Agreement and to start negotiations for the conclusion of a fresh agree-
ment. In pursuance of that Reso'ution, notice of termination was given.
A panel of unofficinl advisers was constituted and Government began to
examine the question in detail with the help of the unofficial advisars.
But & detailed examination of the varied and complex .questions that
arose for settlement made it clear very early that the negotiations would
take longer than Government had anticipated. Honourable Members will
perhaps realise, during the course of the debate, the wideness of the range
and complexity of the questions that arose for settlement and, I am sure,
they will appreciate that the search for a basis of settlement over that
wide range, which should be satisfactory to both countries so as to induce
them to accept it, required a great deal of time.

I may perhaps give just two illustrations to show how much time was
required for the sett'ement of comparatively simple matters. Take the
case of Ceylon. Tt was felt by the Government of India that so far as

( 2828 )
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any agreement with Ceylon was concerned, the question should be kept
upart from the discussions that were about to be entered upon with regard
to the main trade problems between the United Kingdom and this country.
That appears to be a very small question and a very simple question, so
small indeed, that having regard to the provisions of the agreement, it
is likely even to escape notice during the discussion, but several meetings
‘were necessary with the representatives of the Colonial Office before they
could be persuaded to accept the Government of India's point of view that
having regard to the proximity of Ceylon to India and the many
interests that were common between the two countries and the variety of
questions that arise between them, apart from purely eommercial and
trade questions, it was desirable that there should be a separate trade
agreement between Ceylon and India.

Again, take the question of fresh and extra preferences to the United
Kingdom. When the desiderata were vxchanged between the two countries,
the United Kingdom put forward a long list of articles on which they re.
quested fresh preferences, and in respect of almost every preference enjoyed
by them under the Ottawa Agreement, they wanted a wider margin of pre-
ference. It took many meetings with the representatives of the Boarg of
Trade before they were convinced that the question was not of granting any
fresh or additional preferences to the United Kingdom: the question was
one of drastically reducing the preferences that they, at present, enjoyed.
Now, neither of these mattera occupies much space in the agreement itself
but they occupied n grent deal of time during the discussion. I need not
go on elaborating this point. I have said enough to illustrate the kind of
difficulties that we met with and I went to assure the House that therse
was no lack of either anxiety or effort on the part of the Government of
India which could have contributed towards an earlier settlement of these

questions,

Another matter to which I must refer before 1 go on to the actual provi-
sions of the agreement is the great assistance that I and those who were
asgociated with me on behalf of the Government of India in these negotia-
tions received from the panel of unofficial advisers. Throughout these dis-
cussions the iunofficial advisers were prepared to make every sacrifice of
time and were cheerfully willing to suffer every inconvenience in order to
help the representatives of the Government of India in these negotiations,
and their help indeed has been of the greatest value. They tfavelled to
London in the summer of 1987 and stayed there throughout the summer to
facilitate these discussions and negotiations. It is unfortunate that in the
end there were differences between the point of view of a majority of them
and the point of view of Government with regard to certain matters result-
ing from these negotiations, but it would indeed be ungrateful of me if I
did not acknowledge that, if there are any satisfactory features in this
agreement, they certainly would not have been go satisfactory had it not
been for the sssistance and the advice given by the unofficial advisers. 1
take, freely and fully, the whole responsibility for any dissatisfaction that
might arise out of the provisions of this agreement which we are about to

discuss.

Now, 8ir, to come to the provisions of this agreement I shall first take
up the explanation of what may be described as the cotton articles in this
agreement because, from such criticism as has come to my notice, 1
apprehend that the main criticism in this House will centre round these
articles, and, therefore, it would be appropriate to begin with an explanation
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of these articles. 1n order to appreciate the meaning and the operation of
these articles, it would be necessary to have before us the history of the
cotton piecegoods imports from the United Kingdom. Before I go on to
describe that history I must make this clear, that it is due entirely to the
resource and the initiative of the cotton textile industry in India that today.
we find that the industry has fully justified the measure of protection that
it has received from Government and is in a flourishing condition, so that
when 1 go on to describe the course of the declining imports from the
United Kingdom, and the increase of mill production in India, it is not by
any means in a spirit of criticism but for the reason thai we must have the
whole of the picture before us. It is a matter {for great gratification for all
of us that this industry should have established itself sq successfully in the
country, but in order to gauge the full effect ot these articles and to appre-
ciate to what extent there is any sacrifice involved on the part of the in-
dustry, 1 think it would be necessary to look at the history of these imports.
The House is aware that during pre-war days imports of cotton piecegoods
from the United Kingdom stood as high as three thousand million yards.
After the War, they began to decline. For a period of nearly seven years
from 1922-23, onwards, they stood at an average level of 1,400 million
yurds. Then there came a sharp decline and in 1930-81 the imports were
520 million yards, and in 1981-82 they declined to 876 million yards. Wall,
now, there must have been several causes that contributed towards that
result. But certainly one of the important causes that contributed towards
that result was the change in the Indian tariff with regord to these piece-
goods. In April, 1980, the duties were raised from 11 per cent. to 15 per
cent. In March, 1931, the duties were again raised from 15 per cent. to 20
per cent. In September, 1931, they were raised from 20 per cent. to 25 per
cent., s0 that there was an increase in the duties fromm 11 per cent. to 25
per cent. during the course of eighteen months. That being so, the United
Kingdom Delegation to Ottawa evinced keen anxiety to come to some agree-
ment with India with regard to the import of Laneashire piecegoods. The
Government of India could not then take up the discussion of this question
as it was then under consideration by a Tariff Board.. On the other hand,
as Honourable Members are aware, the United Kingdom undertook in
article 8 of the Ottawa Agreement to co-operate in any practicable scheme
for the increased use of lndian raw cotton in the United Kingdom. In
pursuance of that undertaking they set up the Lancashire Indian Cotton
Committee, which, by means of propaganda and scientific research and
persuading mills to adapt themselves to a greater use of Indian cotton, did
certainly push to a considerable degree the use of Indian raw cotton in
Lancashire. I shall cite the figures at a later stage. So that after the
Ottawa Agreement Lancashire imports continued to decline in India and the
export of raw cotton to the United Kingdom began to rise a_nd continued to
rise. In 1033, a delegy ion from Lancashire came to Indis and they had
conversations with the representatives of the Bombay millowners and they
came to an agreement that the millowners will not oppose a reduction of
five per cent. in the duties upon Lancashire cotton piecegoods. That was,
as I have said, in 1988, but no reduction was actually made till 1936. TIn
1986, duties were reduced to 20 per cent., that is to say, by five per cent.
on greys and bleached goods, but even then no reduction was made on
prints; prints continued to stand, as they do today, at 25 per cent. In the
meantime, imports from Lancashire had fallen further. In 1986-87, when
this further reduction of five per cent. had become effective imports fell to
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834 million yards; in 1937-38, they fell {@ 266 million yards and in the first
ten months of 1938-39, they have fallen further to 176 million yards.
Throughout this period theve wus a steady growth in the consumption of
Indian cotton by Lancashire, '

Here I might draw the attention of Honouruble Members to the figures
of our exports of raw cotton to the United Kingdom, both in the pre-Ottawa
period and during what I may describe as the Ottawa period. In 1980, the
exports were 279,311 bales. [ might explain here that I have had these
figures worked out on the basis of calendar years and that might
reveal a certain amount of difference with the figures for financial
years though the averages in the end are the same, but Honourable Mem-

ers  will observe that in the present agreement the arrangement
about the offtake of cotton is based upon calendar years. A cotton year
means g year beginning on the lst January and ending on the 81st Decem-
ber. To make these figures comparable, therefore, I have taken calendar
year figures from 1930 onwards. As I have said, in 1930, the offtake was
279,311 bales, in 1931, it was 240,481 bales and in 1982, it was 127,820
bales. Honourable Members will observe thut there was a continuous
decline in these three yeurs.. The average for these three pre-Ottawa years
was 215,817 bales. It was in pursuance of article 8 in the Ottawa Trade
Agreemcent and as the result of the efforts of the Indian Lancashire Cotton
Committee that these figures began to rise. JIn 1933, the offtuke was
270,480 bales, in 1984, it was 381,878 bales, in 1935, it was 884,087 bhales,
in 1936, it was 569,022 bales, in 19387, it was 521,287 bales and in 1988, it
was 386,512 bales. The average of these six years comes to 415,082 bales.
Now, it cannot be said that this article amounted only to & pious hope as
hus been sometimes expressed in the press and 1 believe also in this House
on the last occasion when this matter was under discussion. 1 venture to
submit that if we had pious hopes like these in place of settled and definite
agreewcnts, we would be much happier as the result of such pious hopes.

Now, Honourable Members will be able to appreciate that on the one
side there was u continuous decline in imports and on the other side there
was a continuous rise in the exports of cotton, but this position could not
last indefinitely. Indeed, it cannot last between any two countries and the
very first question with which the unofticial advisers and myself were con-
fronted, when we started negotiations with His Majesty's Governmnent in
the middle of June, 1937, was that if we were anxious to secure that there
should be the freest access for Indian cotton to a large and expanding
market in the United Kingdom, something had to be done to assist Lanca-
shire with regard to their imports into India. That was a plain proposition,
because if the imports continued to decline, as they had declined, nobody
could expect that Lancashire could continue to take increasing quantities
of Indian cotton. That is a position from which there is no esenpe, and
this position was realised by the unofficial advisers and it thus became
necessary to give & fresh orientation to the trade agreement between the
two countries, keeping this aspect of the question in mind. Tn the mean-
time, as will be apparent from the figures that I have given, in the last
calendar year 1988, the exports of Indian raw cotton had also fallen to
886,000 bales and in the last financial year, 1937-88, they had fallen to
895,000 bales. That, naturally, made our responsibility with regard to the
provisions for Indian raw cotton greater because, after all, if Lancashire's
total manufactures had fallen, and its imports into Initia had also fallen,
and if nothing was to be done for Lancashire, obviously nothing could be
done for the increased offtake of Indian cotton.
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Now, the provisions of the cotton articles briefly amount to this. There
will be an immediate reduction in duties on Lancashire piecegoods to 15 per
cent. or, in the alternative, two annas and 7} pies per pound, which is the
specific duty on grey goods and 17} per cent. on prints and 15 per cent. on
the balance of the piecegoods. These duties ure called basic duties. If in
any cotton piecegoods year—the cotton year will be the calendar year and
the cotton piecegoods year will be from the 1st April to the 31st of March—
the imports of Lancashire into India fall below or remain below 350 million
yards, then in the following year, there will be a further concession of 2}
per cent. in these duties. But if in any year the imports'exceed 425 million
yards, then this extra 2} per cent. will be put on again. On the other hand,
if in any year the imports exceed the maximum ﬁgure of 500 million yards,
then in the following cotton piecegoods year it shall be open to the Gov-
-ernment of India to raise the duties on imports from Lancashire to such an
extent as would ensure that their imports shall again be brought below the
maximum figure and these extra duties shall continue in operation till the
end of such year in which the imports have fallen below 425 million yards,
that is to say, they will not be taken off till the medium figure has again
been passed. Now, this is linked with the arrangement for the added off-
take of Indian raw cotton. This arrangement is that the United Kingdom
undertake to import during the first cotton year, that is to say, between
the 1st of January 1939, and, the 81lst December, 1939, 500,000 bales. I
would ask Honourable Members to note that the first cotton year under this
agreement, if this agreement is given effect to, has already begun and will
end on the 8lst December and the first year's minimum guarantee will be
fulfilled only, if by the 31st December of this year, there is 4 minimum off-
take of Indian raw cotton amounting to 500,000 bales. Then the under-
taking is that during 1940, the minimum ofttake shall be 550,000 bales and
during every subsequent year during which the agreement may remain in
.operation under Article XVI the minimum offtake shall be 600,000 bales.

To begin with, Honourable Members will appreciate that the average of
three years, though it is a minimum undertaking, is 550,000 bales. Com-
pared with the actual offtake during the Ottawa years, even that minimum
undertaking is very much more favourable to India as the average of the
Ottawa years was 415,000 odd. There is a scheme of penalties attached to
this undertaking and it is this.  If in any cotton year there is a deficiency in
the offtake of Indian cotton by the United Kingdom then for each 50,000
bules or any fraction thereof of this deficiency the yardage figures which I
have already mentioned will be reduced by 25 million yards. Let me illus-
irate how this will operate in actual practice. Let us assume that imports
of Lancashire piecegoods during the first piecegoods year amount only to 827
million yards. They would on the basis of that figure be entitled to a fur-
ther reduction of 2} per cent. in the duties in the following year. Now, let
us assume that their offtake of Indian raw cotton in the first vear amounts
to only 495 thousand hales, that is to say, there is a deficiency of 5,000
bales. The effect of this would be that they will be deemed to have ex-
ported to India not 827 million yards bhut 852 million yarde and they will,
thus, not be entitled to any further reduction in the duties, having heen
deemed to have exceeded the minimum figure. But there is a limit to the
operation of this kind of penalty; if the offtake of raw cotton by the United
Kingdom falls below 400 thousand bales in the first and second year or
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Yelow 450 thousand bales in the third year, then it shall be open to the
Gevernment of India after consultation with His Majesty's Government,
to increase the duties on United Kingdom piecegoods above the basic rates
to such extent as the Government of India may determine. 1 must point
out that the provision relating to consultation with His Majesty's Govern-
ment does not require their concurrence in the nction which the Govern-
ment of India may finally decide upon as suitable. The Government of
India will be free, after hearing what His Majesty's Government has to say,
to come to their own decision as to the level of duties which the situation
justifies. The figures that 1 have mentioned are the minimum with regard
to which an undertaking has been secured. The objective figure, however,
18 much higher, namely, 750 thousand bales. The Agreement provides that
if in any cotton year the quantity of Indian raw cotlon imported into the
United Kingdom exceeds 750 thousand bales the rate of duty charged on
the United Kingdom printed piecegoods imported into India in the following
cotton piecegoods year shall not exceed the duty charged in that year om
other United Kingdom cotton piecegoods imported into India. The result
of this will, naturally, be that Lancashire will be able to export a large
quentity of printed piecegoods to India. It was pointed out on behalf of
Luncashire that in that event imports of piecegoods from Lancashire may
go over the medium figure or the maximum figure as the case may be and
the operation of the penalty provisions may thus be attracted much sooner
than would otherwise be the case. They, therefore, represented that what
is intended as a concession or a reward in return for an increased offtake
of raw cotton may, in actual operation, operate as a penalty and that unless
the yardage figures were also raised, the concession may turn out to be of
no value to Lancashire. They, therefore, asked for substantial increases in
the medium and maximum yardnge figures. This was strenuously resisted
and the actual concession on this point is a very slight one, namely. that if
as a result of the duties on printed goods being reduced to the level of the
-duties on other categories of piecegoods there is an increase in the import
of printed goods, then such increase shall not, unless it exceeds 25 million
yards, be taken into account for the purpose of determining whether or not
the medium or maximum figure has been exceeded. 1 cannot say whether
during the currency of this Agreement the offtake of Indian raw cotton by
the United Kingdom will, in any year, exceed 750 thousand bales, but if
it does, it will be readily agreed that the further concessions proposed to ba
given in that event are fully justified. Sir, that concludes the description
-of the cotton Articles.

Sardar Mangal 8ingh (East Punjab: Sikh): What are the figures of
«exports of raw cotton to Japan and imports of Japanese piecegoods into
India?

The Honourable Sir Muhammad Zafrullah Khan: Those figures have
been available to Honourable Members ever since the last agreement with
Japan was arrived at.

Now, Sir, the main criticism with regard to this part of the agreement
is that it would place an intolerable burden on the Indian textile industry.
I beg to submit that in all quarters where that impression prevails an
-extremely exaggerated view is being taken of the sacrifice which the textile
industry is being called upon to make. As I have said before, the resource
and enterprise of which the industry has given proof in the past and the
high degree of efficiency that it has attained are the fullest guarantees that
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the concessions proposed to be made to Lancashire will not involve any
undue sacrifice on the part of the Indian industry. Let me give one illustra-
tion. The industry has made a steady improvement in its exports to
British Colonies, where it competes on equal terms with Lancashire.

Mr. 8. Batyamurti (Madras City: Non-Muhammadan Urban): Why
not?

The Honourable Sir Muhammad Zafrullah Khan: Indeed this is a most
gratifying feature. Without the aid of any protection so far the Colonies
are concerned the industry is making a headway in those markets as against
Lancashire and if the industry is able to do that I'am confirmed in my
belief that the sacrifice that it is being called upon to make in the general
interest of India will not be too heavy a burden for it to carry.

Now, 8ir, in concluding this part of my speech, let me recapitulate
what we have been able to secure for Indian raw cotton, Firsg, there
is the assurance that the United Kingdom will continue to use all possible
efforts to stimulate the use of Indian cotton in all possible ways, including
technical research and industrial propaganda, ete. Sir, as I have said
this is not only a pious hope. We have ample proof that practical bene-
fits have accrued to India from their efforts. Secondly, we have the
assurance that they will take all practicable means to improve the per-
centage of short-staple cotton in their takings. Sir, there appears to be
a very widespread but entirely erroneous impression in this country, thag
the greater part of the cotton taken by the United Kingdom from India
is long-staple cotton. That is entirely incorrect. In 1933, the percentage
of short-staple cotton in the total exports to the United Kingdom,—and
short-staple for the purposes of these figures meuns 7,8th of an inch
staple and under,—was 41'4 per cent. In 1934, it was 44'6 pér cent.;
in 1985, it was 50 per cent., in 1936, it was 52'0 per cent., in 1937, 59°8
per cent. and in 1938, 612 per cent. T hope these figures will satisfy
Honourable Members that there has been not only a continuous increase
in the offtake of Indiau raw cotton but a continuous incremse in the per-
centage of short-staple cotton in the total offtake.

Mr. 8. Batyamurti: Then why is there no agreement by them, agreeing
to take so much?

The Honourable Sir Muhammad Zafrullah Khan: The industry has
explained that it is extremely difficult for them to bind themselves with
regard to the various varieties inside a particular minimum figure, but
that they will continue to do whatever may be possible for them to improve
the percentage of short-staple cotton. The figures I have cited show that
the tendency all the time is in the direction of improving the perceniage
of short-staple and the actual percentage attained comes very near to
the figure suggested by the advisers on behalf of the cotton growing inter-
este during the course of the conversations with the Lancashire Delega-
tion. Finally, there is the undertaking with respect to minimum quan-
tities that I have explained.

Bir, I shall now go on to a brief explanation of the other provisions
of the Agreement. Honourable Members will observe that the agreement
preserves almost every concession that we enjoy under the Oftawa Trade
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Agreement. 1 see Mr. Satyamurti sheking his head. . Perhaps he has
in mind one or two matters which the Federation of Indian Clmmbers:_of
«Conimerce : have  mentioned.

Mr., 8. Satyamurti: The unofficial advisers also say that.

Sardar Mangal Singh: What about wheat?

The Honourable Sir Mubammad Zafrullah Khan: When I said ‘'‘almost’’
I had in mind the preference on wheat and the imnodification in the pre-
ference on rice. To take the last first: the modification is from u prefer-
ence of a penny a pound to two-thirds of a penny a pound; but that is
4 matter of no concern to India inasmuch as India exports to the United
Kingdom only high grades of rice and with regard to those grades of rice
the balance of the preference affords ample protection. As a matter of
fact the figures are, that oub of a total export of 227,000 tons of rice in
1987, we exported to the United Kingdom ouly 6,000 tons. The rice
preference is the concern mainly of Burma. The preference on whoeat
has been given up and T might add that these preferences were given
up and modified for the purpose of the United Kingdom-United States
of America agreement. The. wheat preference was of value to us during
'the three vears 1985-36 to 1987-88, when owing to price parity we were
placed in the position of a wheat exporting country; but the present posi-
tion is that there are enormons world: stocks of wheut, and we have been
wompelled to put an import duty upon wheat. There 18 not the slightest
‘hope that we might become an exporting country again within the period
of this agreement. But let me atress one further point namely, that noi
only Tndin but Canada and Australia also have surreddered this prefer-
ence; and o long ns Australin and -India are on the same level vis-a-vis
the United Kingdom, Indian whent would not be adversely affected in
the United Kingdom market. i .

Sir, this House discussed the effect of preferences enjoyed by {his
country in the United Kingdomn in 1986 also. Since then, whatever the
view of Honourable Members then was, the position has undergone further
change and a change still more to the advantage of India.

Voices: No, no.

The Honourable S8ir Muhammad Zafrullah Khan: Yes, indeed. As I
have said, the present trade agreement preserves all the privileges of
free entry and preference, subject to the two exceptions that T inentioned,
‘that we enjoyed under the Ottawn Agreement. Now, take jule wanufae-
tures which enjoy free entry in the United Kingdom and which are
therefore in keen competition with the Dundee industry. With regard to
these we find that the figures are two crores and seven lukhs for 1035-36
and two crores and 79 lakhs for 1937-38. T have got masses of figures
here but if T go on to cite them T cannot possibly finish within the time
given to me; even as it is, T.am afraid T will not bhe able to touch un
more than one or two points very briefly...... -

Mr. President (The Honourable Sir Abdur Rahim): If the Honourable
Member thinks it necessary to take a little more time I am’ sure the House
will not grudge it. '

‘R
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The Honourabls Sir Muhammad Zafrullah Khan: Sir, I am extremely
grateful to the House for showing me this indulgence. I shall, therefiore,.
take a few more minutes to stress some of the points that I have in mind.
Take woollen carpets and rugs which have risen from 60 lakhs to 76 lakhs:
chrome leather, which has risen from 26 lakhs to 58 lakhs. I have men-
tioned these three manufactured articles because they compete with
United Kingdom manufactures and the Board of Trade were desirous, parti-
cularly with regard to jute manufactures, that the condition of free entry
should be modified. I'shall only read ont one little item that has appeared
in this norning’s Statesman with regard to that matter and leave it at
that: . _

*A letter from Mr. Dingle Foot. M.. P. for Dun(i'ac_. to the Secretary of the

Dundee Chamber of Commerce throws a new light on the exclusion of the jute trade
from the British-Indian trade rgreement,

Mr. Foot refers to the assurance which he said he had received from a Board of
Trade official that the Department had every intention of invoking Article 15 (the
protecting ~lause) if the United Kingdom jute industry was again severely hit by
‘Indian competition. ‘I pointed out, and he agreed, that if the Indians then chose
to stand by the letter of the agreement, the United Kingdom Government would be
?owerleu to make any alteration until the expiry of the agreement in 1842, I gathered
rom my inquiries at the Board of Trade that Mr, Stanley sitached great importance
to the inclusion of a clause to safeguard the United Kingdom jute industry and that
be only gave way when it became clear that insistence on such a clause would prevent
any agreement being arrived at whatsoever. All this is profoundly unsatisfactory
from the viewpoint of Dundee’.”

The export to the United Kingdom of articles entitled to preference

12 Noox. has ine}'ensed from Rs. 82,35 lakhs in 1985-36 to Ra 41,08

lakhs in 1987-88. Bome Honourable Member just now

said ‘“No: there has not been continuous increase’’. T beg to differ from
him. These figures speak for themselves,

Mr. K, S8anthanam (Tanjore cum Trichinopoly: Non-Muhammadan
Rural): Our exports to other countries also have increased in these
articles.

The Honourable 8ir Muhammad Zafrullah Khan: Not in any com-
parable degree at all. Similarly, other commodities, linseed for instance,
bave made considerable progress. In 1985-36, the exports to the United
Kingdom of linseed were 121 lakhs; in 1936-87, they rose to 819 lakhs;
in 1937-38. they came down to 274 lakhs; but in the first six months of
this year they have again reached a total of 153 lakhs. This is the com-
modity with respect to which it has been alleged that the preference has
been nullified by the system of drawbacks. I shall come to that in a
moment. An additional advantage secursd under the present agreement
is that with reference to certain articles which are at present enjoying
‘'unscheduled preferences, scheduled preferences have been secured.
Take chromne leather. Indian chrome leather enjoys free entrv into the
United Kingdom and that is all that it enjoys by virtue of the Ottawa
Agreement. But as there is a duty on foreign chrome leather entering
the United Kingdom the result is that Indian chrome leather actually
enjoys not only free entry but also a preference, but it is an unscheduled
preference, meaning that the duty has been imposed for its own purposes
- by the United Kingdom and it is open to them, without notice to anyhody
or consultation with snybody, to manipulate the duty in any way they
like,—take it away altogether or reduce it—there is no obligation on them
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to maintain it. But now, the preference has lLeen scheduled at 15 per
cent. and this has given rise to all sorts of misunderstandings. I wn
afraid the Federation of Indian Chambers are to some extent responsible
for spreading the misunderstanding, perhaps not consciously; for
they themselves may be labouring under a genuine misunderstanding. The
duty is at present 80 per cent. We shall continue to enjoy the benefit of
this duty but what we have secured in addition is: that if at any time
Great Britain wants to reduce the duty, it is now under an obligation
that a preference of 15 per cent. at least shall be maintained, The 80
per cent. duty continues: it may rise higher or it may fall; but while at
present we are absolutely unprotected, for the future we have safeguarded
ourselves up to the amount of the scheduled preference.

The same applies to goat skins, raw bones and gram otherwise called
chick-pen—raw goat skins are an important item and our trade under
this item has been rising during the last three years.

Now I come to the drawbacks. With regard to linseed it has been
argued that the preference has been nullified because there is this system
of drawbacks. That will take a minute or two to explain. The United
Kingdom at present gives to exporters of linseed oil and exporters of such
articles in the manufacture of which linseed oil is used, a certain draw-
back of duty on duty-paid linseed and duty-paid linseed oil. The position
is that linseed imported into the United Kingdom from Argentine, which
is our only competitor in respect of this commodity, pays duty and when
oil crushed from such linseed is exported from the United Kingdom to
other countries, which do not levy a duty upon the imports of [inseed,
it is at & disadvantage in competing with ths oil crushed in those coun-
tries, Bimilarly, where duty paid linseed oil is used in the United Kingdom
in the manufacture of articles which are subssquently exported to coun-
tries where no duty is levied on the import of linseed oil these articles
are at a disadvantage in competition with similar articles manufactured
in those countries. Now the whole of this system of drawbacks operates
only over approximately 15 per cent. of the total imports into the United
Kingdom of linseed and linseed oil.

Mr. M. S. Aney (Berar: Non-Muhammadan): Does this drawback mean
a refund ? )

The Honourable 8ir Muhammad Zafrullah Khan: Yes. This refund is
granted in order to enable United Kingdom exports to compete on the
Continent on equal terms. The modification secured in the new Agree-
ment is that the drawback granted on the export of articles in the manu-
facture of which duty paid linseed oil is used will be aholished. The
drawback granted on the exports of linseed oil will continue.

Mr. 8. Satyamurti: That is all?

The Honourable Sir Muhammad Zafrullah Ehan: Mr. Satyamurti says:
*That is all’”’. This concession which Mr. Satyamurti has so contemptu-
ously dismissed amounts to approximately 45 per cent. of the total draw
backs. The result of this will be that the preference which has hitherto
been effective in respect of approximately 85 per cent. of the total imports
of linseed and linseed oil into the United Kingdom will now become effce-
tive in respect of over 92 per cent. of the total imports. I will now invite

B2
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the attention of the Honourable Members to the figures of exports of
linseed. In the decade before the Ottawa Agreement came into operation
our share.of the total imports of linseed into the United Kingdom an
one occasion fell as low as three per cent. and never rose above 45 per
ocent, Bince Ottawa our share has, with the exception of one occasion,
never fallen below 50 per cent. That, surely, is a striking increase. Lot
A8 look at it in another way. The share of the United Kingdom in our
total exporte during that decude on one occasion fell as low as 10°9 per
cent. and generaily averaged between 25 and 30 per cent., since Ottawa,
it has never fallen below 43 per cent., was 75 pey cent. in 1936-37, 77 per
cent. in 1937-88 and 77°3 per cent. in 1938-89. "That does not look as
if the preference had been nullified. The preference has heen effective
and we have continuously increased our exports.

1f T may revert to chrome leather for a moment we have received
a representation from the Fedcration of Indian Tanners which lays great
emphasis on the value of the right of free entry in respect of this article
and the value of the preference that it actually enjoys. During the course
of the negotiations 8ir Purshotamdas Thakurdas received a lettér from
Seth Jsmal Muhammad of Madras, a copy of which he forwarded to me,
.urging .most vehemently that the continuance of the right of free entry with
regard to hides and skins and tanned leather must be seccured at all costs,
as this privilege was of very great value to the Indian {rade in these articles.

Now, Sir, T shall go on’to explain the preferences which have been
continued to the United Kingdom. On the last occasion when this 'matter
was discussed in this House, Honourable Membérs were at-paing t6 point
out that Jist of preferences enjoyed by the United Kingdom in India was
extremely long. The gréater part of the attack was concentrated upom
this ‘aspect of the matter. That list contained 106 tariff items. In the
mew Agreement the number has been réduced to 20.  'During the nego-
tiations the standard year that was kept in view for the purpose of com-
puting the trade in articles enjoying preference was 1935-36. In that
vyear the value of preferred articles imported from the United Kingdom
amounted to Rs. 1,875 lakhs and, of course, this includes imports into
Burme. The value of articles imported in that year in respect of which
it is now proposed to continue preferences in favour of the United Kingdom
wus Rs. 775 Inkbs including Burma and Re. 718 lakhs excluding Burma.
That i8 to say, preferences amounting to 11 crores have beén withdrawn...

Mr. Manu Bubedar (Indian Merchants’ Chamber and Bureau: Indian
Commerce): May 1 know, Sir, what will be the position with regard to
the 86 commodities on which preferences are proposed to be withdrawn as
to their being put on 30, 25 or 20 per cent.?

The Honourable Sir Muhammad Zafrullah Xhan: That T am unable
to say; until it is decided to enforce this ngreement, a decision on that
matter cannot be taken, but the whole question is heing studied in the
departments concerned.

Mr. Manu Sutedar: Tt iz hound to affect us adversely.
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The Honourable Sir Muhammad Zafrullah Khan: It seems to me thui
Honourable Members are difficuit to please. If preferences are given, it
affects us adversely; if preferences are withdrawn, it affects us adversely
then what do they advise us to do?

Now, the figure seven crores 75 lakhs includes Burma, and if Burmu were
excluded, the total is 7,18 lakhs; and if we are to tuke the auvernge, for the
three years 1935-36—1987-38, then the figure excluding Burma is aboul
seven crores 12 lakhs, and that is not only a considerable reducticn, a sub-
stantial reduction, but a drastic reduction of the preferences enjoyed by the
United Kingdom here. The trade covered by the general preferential items
represents 16°'20 per cent. of the total import trade of the United Kingdom
with India. That is to say, out of their total imports into this country, they
will enjoy preferences only over 1620 per cent., whereas, out of our total
exports to that country, the concessions under the Agreement will apply
to 82 per cent.  Another way of looking at the matter is this. The trade
covered by the preferences which the United Kingdom will enjoy under
the new Agreement is only 12 per ecent.,, of our total imports, and,
therefore, in respect of 88 per cent. of our total imports, there will be
no preferences, and the value of that is this. Honourable Members were
insistent when this matter was discussed last that we should free as far
as possible the bargaining power of Tndia for the purpose of trade agreements
with other countries. They are now free to make arrangements with other
countries in respect of 88 per cent. of our imports. That, coupled with
Article XV of the Trade Agreement which sayvs that if during the currency
of this agreement anyv modification is desired, then the two Governments
shall consult with each other, secures to India the freedom that Honourable
Members were anxious to secure. The actual agreements will be matters
for negotiations, but the provision is there.

Now, Sir, I would like to conclude on this note, that apart from these
arrangements between the two countries, the value of a trade agreement
must also be judged from the value and character of the total trade between
the two countries. The United Kingdom is our largest oustomer,—the
second largest customer is a very long way behind. The United Kingdom
share of our exports, before Ottawa, stood at 27 per cent. roughly; it then
rose to 29 per cent., then to 31 per cent., and then to 88 per cent., and the
figures for the first ten months of this yeur show that the United Kingdom
is now taking 34'7 per cent. of our total exports. 5o that there has been
roughly an increase of seven per cent. in our trade with the United Kingdom:
in these years. Now, let us look at the balance of trade. The balance
of trade between the two countries, which used to stand generally at an
adverse figure of anything between 80 and 40 crores of rupees ten to fifteen
vears ago, gradually began to improve. In the last three years we have
had a favourable balance of trade with the United Kingdom amounting to,
on the average, between ten and 18 crores, and in the first ten months of
this year we have had a favourable trade halance of over eight crores,
not including re-exports to the United Kingdom. T have not got figures
of those, but those figures will.........

Sardar Sant 8ingh (West Punjab: Sikh): Ts it including gold?
The Honourable Sir Muhammad Zafrullah Ehan: No, merchandise only,

no other figures are included. Let us see what has happened on the
other side. After all, the object of this agreement is to heip both sides. T
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have described the picture on our side. Let us see to what extent the
United Kingdom has profited from this agreement.  Obviously our object
is to help them, and their object is to help us. United Kingdom imports
into this country were 413 per cent. of our total imports in 1938-34; they
were 40°6 per cent. in 1934-85, 38'8 per cent. of our total imports in 1935-86,
8841 per cent. in 1936-37 and 29°9 per cent. of our total imports in 1937-38,
so that while we have secured a progressively larger share in the United
Kingdom imports, in spite of the preferences they have enjoyed under
Ottawa,—and those are going to be drastically cut down for the future,—
the United Kingdom percentage in our total imports has progressively
declined, and it is certainly not a matter for dissatisfaction for Honourable
Members here, '

Now, Sir, here is a country with a settled cur\mncy and free foreign
exchanges, free markets with which our trade under these arrangements
is continuously on the increase. The improvements inade on our side,
the modification of drawbacks, getting rid of the Supplementary Agree-
ment, scheduling of fresh preferences, are bound to increase the United
Kingdom'’s share in our exports. They might, on the other hand, increase
their exports to this country in piecegoods under these arrangements, but
even then assuming that the average level reached will be 425 million
vards, let us see whether that will have a very disturbing influence upon
our markets. In 1985-836 we took 440 million yasrds from them, so that
the figure will still be below the figure taken in 1935-36, and if that figure
did not then occasion any particular disturbance in our industry here, surely,
their attaining that figure now will not have any disturbing influence on our
industry.  Our industry now produces four hundred million vards. and an
increase off a couple of hundred million yards in Lancashire imports is
surely not going to upset the markets considering also that the pressure
from Japan has slackened very considerably, at least in respect of artificial
silk goods which are in competition with our cotton piecegoods. I would,
therefore, urge that, taking everything into consideration,—after all there
can be no agreement between two ocountries conferring - benefits only
on one side,—the House should give ite approvsal .to the agreement.

Mr, T. 8. Avinashilingam Ohettiar (Salem and Coimbatcre cum North
Arcot: Non-Muhammadan Rural): May I ask one question, Sir? May
I know whether the Government are in a position to say whether they are
going to accept the verdict of this House in this matter.

The Honourable Sir Muhammad Zatrullsh Khan: That question has
on several occasions been put during question hour, and I have always
replied that Government will not come to a decision as to whether they
should or should not ratify this agreement without paying the most care-
ful consideration to the views expressed on it by the House.

Mr. President (The Honourable 8ir Abdur Rahim): ‘Motion moved:

“Thal this Assembly  approves the Trade Agreement signed on the 20th March,
193{; (11|e!-\\-e=t=rl His Majesty’'s Government in the United Kingdom and the Governmaent
of India.”

There are a number of amendments of which notice has been given.
The amendments are nine in number, and they fall into three classes.
Some ask for an adjournment of the consideration of the motion till the next
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Bimla Session, some are for substituting certain words for the motion before
the House, and there are others which seek to add certain words at the
end of the motion before the House. = 'What the Chair proposes to do is to
ask the amendments to be moved one after another, and thon there will be &
discussion on the main motion as well as the amendments.

Mr. S, Satyamurti: In order to save time, I may say I do not propose
to move any of my amendments.

Mr. K. Santhanam: Nor do I.

Mr. Akhil Chandra Datta (Chittagong and Rajshahi Divisions: Non-
Muhammadan Rural): Sir, I move:

*That the consideration of the proposals contained in the Trade Agreement be
‘pestponed till the next Bimla Session pending an investigation as to their probable
effect on the agricultural, industrial and commercial interests of India by a Committee
<consisting of the following members of the Assembly, namely :

(1) The Honourable the Commerce Member.

{2) Leaders of the different parlies.

(3) One elected non-official member representing commerce.
(4) One elected non-official member representing industry.
(6) One unattached member.'’

‘Mr. K. Santhanam: On a point of order, Sir. The motion is very -
vague as there i8 no precise description of the three representatives men-
tioned in items (8), (4) and (5), and there is no method of election laid down
in the amendment. Owing to vagueness, it is not in order.

Mr. President (The Honourable Sir Abdur Rahim): There is no point
of order. The Honourable Member can take that into consideration in
.dealing with the amendment.

Mr. A. Aikman (Bengal: European): 8ir, I move:

‘“That the consideration of the motion be adjourned till the Simla Session pendioy
the report of a Committee of the House, consisting of a majority of elected members,
-elected by the single transferable vote, which Committee shall examine the probable
-?ﬂsii:t of the Agreement on the agricultural, industrial and commercial interests of

n "l'

Seth Govind Das (Centrsl Provinces Hindi Divisions: Non-Muham-
‘madan): 8ir, I do not move my amendment.

Sardar Sant Singh: Sir, I move:
“‘That for the original motion, the following be substituted :

‘Having considered the Trade Agreement made between His Majesty’s (fovem-
ment in the United Kingdom and the Government of India this House is
of opinion that the enforcement of the Agreement be postponed till His
Majesty's Government s to modify the same by guaranteeing purchase
of 6,50,000 bales of Indian cotton in the first year rising to one million
bales within three years with a proportion of 30 and 70 between the long

and short staple’.”

Mr. President (The Honourable Sir Abdur Rahim): Three amendments
bhave been moved. Now, there will be a debate on the main motion and
the amendments.

Mr. Akhil Chandra Datta: Bir, in support of my motion for an adjourn-
ment of the consideration of the Agreement, I may only refer to the Hon-
-ourable the Mover’s explanation for the long delay in coming to this agree-
‘ment. It is a vast and complicated subject and there bsd been many,

»
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many meetings. If they have taken three years to come to this agreement,
is it fair that we should not be given even three weeks to examine the
terms of this agreement and its effects on the interests of India? While-
gly‘ling his half-hearted support to this agreement, Sir Edward Benthall
said:

‘“We are bound to confess that prima facie there is a good case for asking th
Cotton Textile Industry to make this sacrifice, and considzer it onmly fair thagt w:
should give our remsons for coming to this prima facie conclusion, . . ."

Then, he says this. Mr. Chapman-Mortimer is not here, I wish he
were here : ' '

. . although we should have liked time and tunit, :
scarching enquiry.* ¢ and oppor .l\.llll y to carry out & more

He was one of the unofficial advisers who had devoted u long time to
this matter, and still he felt the necessity for a more searching enquiry in
order to give a decision as to whether it wag really in the interests of India.
Besides, the Government can have no reasonable objection, beeause, under
Article 16, it is laid down that pending the coming into force of the present
agreement the two Governments will apply its provisions as far us may
be possible. In view of this, I think it is only fair that we should be given
some time to examine the terms of this agreement, on an objective baais,.
in order to ascertain as to how far these different provisions will actually
benefit India and to what extent they will go against the interests of India.
This is all I have to say in support of my motion for an adjournment of
the consideration of the agreement.

On the merits of the agreement itself, this agreement ie intended to
substitute the Ottawa Agreement. On the 30th March, 1986, when: this
House passed a Resolution terminating the Ottawa Trade Agreement, fhe:
suggestion that was made was this. I shall read only the material portion,
that the Government of India should immediately examine the trend of
trade of India with various other important- countries and the United
Kingdom and investigate the possibility of entering into such bilateral trade:
treaties with those other countries whenever and wherever possible, the
object being the expansion of the export trade of India in those markets.
In support of this agreement, the Honourable the Commerce Member has
given his reasons but we have not been told one word as to whether there
wag any investigation made according to the reconmendations of the
Resolution about the trend of trade with various other countries and whe-
ther it is possible to enter into bilateral trude agreements with them and
whether there is room for expansion of the export trade of India in those-
markets. The official report is absolutely silent on this point, as well us
the speech of the Honourable the Mover of this motion. T must admit that
they have examined the trend of trade of some countries. That they have
done but, in doing so, they confine themselves only to the trade develop-
ment with the United Kingdom and, more particularly, with the trend of
trade of Lancashire. . )

The most important article of the whole agreement is article 10 which-
relates to cotton and very naturally the Honourable the Mover dwelt at
very great length on'that article. He has very fairly drawn our attention
to one important aspect of the whole question. Tt is that during the last
ten years two things were happening simultineously. T am giving the-
figure of ten roughly. On one side there wae the decliné of Lancashire-
imports and the decline was going on with startling rapidity and, at the-
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same time, there was an increase of mill production in India and that in
Splt-(? of ithe reduction of duty in 1836, Therefore, Bir, we are told in the
official report that it became necessary to devise a scheme for meeting the
demand of Lancashire for lowering the duty. In fact, the whole cat is out
of the bag in the pages of the official report. The whole problem was the
problem of the Lancashire industry. They demanded that the duties on
Lancashire piecegoods should be reduced. We have been told by the Hon

ourable Member that duties were increased from 11 per cent. to 25 per
cent, in 1931 and the whole case of the Lancashire imfustry was that this
duty should be reduced. Something stood in the way because one of the
principles which was followed in the Ottaws Agreement was that so fur
as protected industries were coneerned, they should not come within the
preferential scheme, the Indian textile industry being a protected industry.
There was that difficulty. The whole question was & case of protection
verdus protection, protection of the Indian mill industry aguinst the pro-
tection of the Lancashire textile industry, the two competing and conflict-
ing industries at the same time. In view of that demand made by Lanca-
ghire, it was decided that one of these must be sacrificed and in order to
protect. the Lancashire industry it has been decided to sacrifice the Indian
textile industry. I am not using my language. This is the word used to a
certain extent by the Honourable the Commerce Member in his speech this
morning and it was amplified by no less a person than Sir Edward Benthall
in his dissenting note. He says (after having eaid that Lancashire was.
bent upon increasing her sale of piecegoods in India) the Indian cotton
textile industry must meke a sacrifice, that is, must voluntarily give up a.
portion of her trade in Indian piecegoods. That, it is suggested, could be
doné in two ways: either by the actual reduction of the present
production of Indian mills or by giving to Lancashire s share of her in-
creasing market. That is a sacrifice which the Indian industry wea called
upon to make. That was the demand of Lancashire aud that demand has
been granted in this draft agreement. 8o that principle of protected in-
dustry has been thrown to the winds and the scope of the agreement was
extended. In the language of the officiul report, the duty has been lowered
and this is an important departure from the old agreement and a new
concession given to Lancashire. This is a departure in favour of Lanca-
ghire. Bo, I feel justified in saying this, that the change from the Ottawa
Agreement to this agreement is a change from the frying pan into the fire,
go far as this particular article of the Agreement is concerned and this is
the most important question. I shall not go into detuils. The qootas
fixed are minimum 850 million ysrds, medium 425 million yards and the
maximum is 500 million yards, although as & matter of fact the actual
position in 1987-38 was an import of only 267 million yards. 8o, the uet
result is, that now under the new Agreement the import is nearly double of
what was there before. The difficulties and anomalies were pointed out

by Sir Edward Benthall. He says:

““There are of course difficulties in the way, notably the fact that the Industry is
cperating under the protection afforded by Government as the result of the last Tariff
Board Enquiry. The object of the Tariff Board Enquiry is to give the industry
adequate protection by which is meant the imposition of dutins which will equate the
prices of imported goods to the frir selling prices of similar goods produced in India.
It can be argued that the tariff protection is given for the purpuse of stimulating the
industry, that it is fixed for a° certuin period and should not, without the cous.nt
of the industry, be taken off before the expiry of that period; also that fresh rates
should not be fixed without enquiry by the Tariff Board. This in a sound .theory in
18;;;1',[‘[] and was put forward in the Committec’s unanimous ‘report .ated the 8th July
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$o, Sir, in spite of these fundamental objections protection of our
textile industry is proposed o be undermined for the benefit of the Lanca-
shire industry. What is the effect? The effect is the dumping of the
Luncashire goods into India; there will be an inevitable fall in price, parti-
cularly, in the printing industry, and, coupled with the increase of cost of
production in these days resulting from provincial legislation and adminis-
trative action, we say, Sir, that the burden on the Indian industry will
be intolerable. Then, we are told that in return for all those concessions
that we are asked to make in favour of the Lancashire industry, we are
given the concession of the export of raw cotton to the United Kingdom.
But what iz the extent of that concession? Now, the unofficial advisers
made a unanimous recommendation that there should be a guarantee of
74 lakhs of bales, rising to ten lakhs by graduated steps in five years. That
was the recommendation originally made. But when the Lancashire Dele-
gation was adamant, because, as has been pointed. out here, the whole
thing was at the point of the bayonet, Lancashire said, ‘‘accept this, or
there will be no agreement at all’’. When that was the position, as a
matter of compromise, the unofficial advisers reduced their demand. They
ugreed to 64 lakhs, with an objective figure of ten lakhs, to be reached
within five years, with a guarantee of a specific quentity of shor{ staple
cotton. Their demand was for 85 per cent. short and 35 per cent. long
staple cotton. That was the demand of the unofficial advisers. But what
is proposed in the agreement is five lakhs in 1939, 5§ lakhs in 1940, and six
lakhs in the following years, although the actual position was this. The
actual consumption was 24 lakhs of bales before Ottawa, in 1935-86, it
was 5 lakhs, and in 1936-87, 64 lakhs. That being the actual position,
‘what is the amount of concession we are granted? Less than the normal
quantity. We are given 54 lakhs in 1940. As a matter of fact there were
.54 lakhs in 1935-36, and 6% lakhs in 1936-87.

In regard to the sanctions, may I draw the attention of the House to
the position as explained by the Federation of the Indian Chambers of
-Commerce: '

“‘Regarding the question of the purchase of an agreed quantity of raw cotton by
the United Kingdom, the Committee feel that the stipulated quantities do not inean
.any special sacrifice on the part of the United Kingdom to absorb additional quantities
«of Indian cotton and vhus give the promised relief to the Indian cotton grower.
During the last two years, the exports of Indian cotton to the United Kingdom were
in the neighhourhood of 54 lakhs of bales in 1935.36 and 64 lakhs of bales in 1936-37.
It would be clear from these figures that even the maximum amount which the United
Kingdom promises to buy falls short of the normal offtake of Indian cotton by the
Lancashire cotton industry during 1935-36 and 1936-37. On the other hand, it is
surprising to find that India is asked to guarantee, with the aid of effective sanctions,
the intake of 425 to 500 million yards of cotton within the course of three years,—
a quantity which is far in excess of the actual quantity of United Kingdom imports
into India for the year 1837-38, which is 267 million yards. It is also significant to
note that while provision is made to put definite sanctions into operation in the form
-of reducing duty on cotton imvports hy 2§ per cent. over the basic rate, ns soon as the
Lancashire cotton imports fall below the stipulated quantity during the first vear, there
is no provision for any definite sanctions if the United Kingdom fail to import the
stipulated quantity of raw cotton; and it is merelv mentioned that the Government of
India may take steps in consultation with His Majesty’s Government to increase the
duties above the basic rates.

On the other hand, it is stipulated that if the United Kingdom intuke of raw
cotton exceeds 7.50,000 bales, the United Kingdom will automatically receive further
-enncessiony in the form of a reduction of 24 per cent. duty over the rate nf duty then
prevailing in respect of printed goods and an additional increase of 25 million yards in
ihe medium and maximum limita."
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Sir, my time is exhausted. I am sorry, I cannot assess the actual value
of the general preferences given to India in the United Kingdom market.
The cotton article of the Agreement has practically sounded the death-
knell of the Indian textile industry. One of the first fruits of British.rule
in India was the destruction of our textile industry. There was some
protection given in a lucid interval. It was not disturbed even in the other-
wise very bad Ottawa Agreement. Lancashire, however, is out again to
deatroy our industry. So far as this industry is concerned, the signing of
the cotton article will be tantamount to signing our own death warrant.
8ir, in fact this is no agreement. An agreement presupposes two parties.
Who are the two parties here? Indin opposes it tooth and nail and yet
there will be the seal and signature of some benamdar over this agree-
ment. With these observations, I support the motion for the adjournment,
and oppose this agreement on the merits.

Mr, A. Aikman: Mr, President, on the 80th March, 1938, this House
passed a Resolution in the amended form moved by Mr. Jinnsh. It has
already been referred to by the Honourable the Deputy President, but I
propose to read it out in totu:

“That this Assembly recommends to the Governor General in Council that the
‘Ottawa Agreement dated the 20th August, 1832, be terminated without delay and a
notice of genlmciation be given in terms of Article 14 thereof. The Assembly further
recommends that the Government of India should immediately examine the trend of
irade of India with various other imported countries and the United Kingdom and
investigate the possibility of entering into such bilateral trade treaties with them,
whenever and wherever possible to bring ahout the expansion of export trade nf Tndia
in those markets and submit such treaty or treaties for the approval of this Assembly.”

The vital importance of liberalising trade all over the world as & means of
«creating higher standard of living cannot be too strongly emphasised. En-
slaving barter arrangements are not the way to raise the standard of living.
In fact, in countries which have embarked upon that course in recent years
there has been a decline in the standards of the life of the people. The
markets and resources of the whole world should be thrown open as far as
possible, so that international trade can incremse unfettered by too many
restrictions.

Great Britain and India have one common objective in the economic
field, and tbat is the maintenanee of their export trade, in the one case of
manufactured goods and in the other case of agricultural produce and
gemi-manufactured goods. Indeed, India is also beginning to export manu-
factured goods as well. There is, therefore, an opportunity for safeguard-
ing the trade between the two countries and for increasing it to the fullest
extent possible by a policy of mutual co-operation, which involves a policy.
of give and take. :

The Party for whom I speak dissent from those who endeavour to mini-
mise the importance of India's foreign trade and advocate a policy of self-
sufficiency. Apart from the question of India’s external obligations, &
constant and expsnding overseas trade is essential for the welfare of
India’s producers.

There is no doubt that the outstanding feature in any consideration of
India's foreign trade is the importance of the United Kingdom market. In
spite of the shrinkage of imports into India from the United Kingdom
there has been maintained throughout the years a large degree of mutual
dependence between the economic systems of both countries, though, as
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far as merchandise is concerned, the importance of the United Kingdom
market to India is perhaps more obvious than the importance of India's
market to the United Kingdom. The spread of economic nationaism
which has closed or restricted other muarkets both to India and to the
United Kingdom has in recent years increased this mutual dependence.
Unfortunately, rivalries in the textile trade in particular have tended to
cvershadow other fuctors in the situation. Further the schemes for the
regulation of exports of tea and rubber have diminished the importance of
these articles as burgaining counters in trade negotiations,

A factor in considering India’s overseas trade policy is her external obli-
gations, for the fulfilment of these is made easier by a favourable trade
balance. (India's sterling commitments amount approximately to Rs. 40
crores per annum, Hs, 164 crores of which represent interest charges on
sterling loan). We, therefore, consider that a satisfaclory agreement with
the United Kingdom to replace the present Trade Agreement reached at
Ottawa is important,.

The agreement which we now have to counsider does not give India
everything; hut neither, [ understand, is Great Britain satisfied. India
has not obtained additional preferences for tobacco or coffee. 'The pre-
ference on wheat is withdrawn. The actual margin of preference on chrome
leather is reduced, but it is guaranteed, and that is of very great import-
ance. On the other hand, the removal of the drawbatk on groundnuts,
the retention of the free entry into the United Kingdom for jute manufac-
tures, leather, woollen rugs and carpets and other commodities is of great
value to India. FKurthermore, the number and the value of the United
Kingdom goods entering India which receive preference have been substan-
tinlly reduced.

The guarantee with regard to the offtake of cotton is a great advance
upon the present agreement. The figures may not be as high as we should
have wished, but the fact of the guarantee introduces a valuable principle
and is a valuable safeguard to the cotton growers. This guarantee, how-
ever, has been linked to corresponding or consequential adjustinents in the
tariff rates for cotton piecegoods. 1 will not go into the detail of this
rather complicated arrangement which has been fully expounded by the
Honournble the Commerce Member but content myself with saying that the
agreement  which contains so many valuable features should not be sacri-
ficed merely because of the opposition of a section of the textile industry.
If this arrangement does involve some slight sacrifice on the part of this
industry, we consider that there is & prima facie case for it. In any case,
coupled with the reduction of duties is the fixation of quotas which limit
the amount of piecegoods which may be imported from the United King-
dom and make that conditional upon the offtake of raw cotton.

As for as imports into India are concerned, these have been strictly
limited. We have, on more thsn one occasion, poiated out that the level
of some of the revenue duties has fostered the indiscriminate growth of
uneconomic industries. The registration oi the ten per cent. preference
to a small range should now give the Government of India un opportunity
of affecting some sealing down of existing revenue duties, with resultant
beneiits to the Exchequer and the consumer, but in doing this, regard will
of course have to be paid, to the effect of such action on certain industries.

Part of the Ottawa Agreement provided for reciprocal preferential tariff
treatment between India and certain parts of the Colonial Empire. Tt is
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satisfuctory to note that as far us Ceylon is concerned, the provisious of the
old Agreement remsin substantially the same, pending the negotiation of a
fresh agreement. We should like to emphasise the importance of such s
new agreement and express the hope that it will be concluded before long.
As far as the remaining Colonies, Protectorates and Maunduted torritories
are concerned, the schedules of preference remain unchangad. These pre-
ferences in the Colonial Empire have been of great value to Indin m recent
yeurs, purticularly, as fur as the export of cotton yarn und piceegoods is
concerned.

I would just say one word, Sir, on the amendment formally mioved by
me earlier in the day. I feel 1 must mnke it quife clear what my Group
had in mind when they did so. We strongly und unsnimously feel that
this new agreement is overwhelmingly in India's interest. Obviously,
every Party cannot be fully satisfied by any agreement that covers such a
‘vust number of separate items. But we believe that time will show how
valuable this agreement is to the great masses of the people of this country
.and to the industries of this country. If it will help to satisfy Honourable
Members that this is in fact the position, we believe good mny come from
the setting up of a Committee of this House to examine the agreement
from that point of view, We believe thut the work of such a committee
might be useful if its members appronched their task in the right spirit—
an -exainination of the agreement from the point of view, not of this or that
industry, but of the interests of the peoples and industries of Indiu a8 a
whole.

On bulence, we believe, the Agreemnent deserves support, and the Hon-
ourable the Commerce Member deserves warm congratulations on the
sucoess of negotiations, which have been difficult and prolonged. It is
doubtfyl whether any other negotiator could have secured such advantage-
-ous terms. Obviously, he hus not Leen able to satisfy all the non-official
advisers, but those who are called in to represent trude and indusiry in this
country naturally must advise the maximuwn concessions thut in their view
are desirable. An agreement, however, is a burgain between two purties
and, if concluded, means that neither party has been able to secure every-
thing it wanted. This agreement, however, is certainly better than no
agreement—much betber than the old one. It is in the interests of India,
and although conditions in the world are not yet favourable for any great in-
.crease in international trade, the agreement between the Govermments of
the United Kingdom and the United States of America and this agreement
do indicate & way in which the Governments of great countries can, by
mutusl adjustment, assist in freeing those chamnels of trade which are
blocked by political uncertainties, economic nationalism, and the mistaken
-doetrine of self sufficiency.

Mr. 8. Satyamurti: Mr. President, in the long und informing speech
of my Honourable friend, the Commerce Member, there are just two or
three points which he did not answer or elucidate. Firstly, what will
be the result of the vote on this motion in this House? He suid that
the Government would carefully consider it. With reference to past his-
tory, we know that the vote of the House will not be bindmg‘ on the
Government. Secondly, with regard to the .amendments which have
been moved recommending the adjournm,:ant of the conmd'eratﬁ.n@t of t}ll)l.'i

ion i the consideration of the various' recopymendations by
:ug:)ﬂn?;itg::dofngthe-flouse, I should like to know wl}&t Lhe-ﬂavemmar!t (]
renction to it is. As at present advised, we are agninst . the Resolution
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moved by the Government and also against all such amendments. We
think we have waited long enough—three years—after the passing of the
.Resolution of the House asking the Government to give notice of termi-
nation and it is time this House eame to some conelusion on the matter
one way or the other.

The Government are pledged to terminate the agreement by the 3lst
1P M March this year. 1f this committec were appointed, there
will be an interregnum of three or four months or it may be a year, God
knows, and I do not think it is in the best interest of this country that
this matter should be kept hanging fire for any further time. The Reso-
lution moved by my Honourable friend, Mr. Jinnah, on the last occa-
sion, which was accepted by the House, wanted the Government first, to
bring about the expansion of the export trade of India by means of bi-
lateral trade agreements and the first test will be whether these proposals
will bring about the expansion of the export trade of India, apart from
and in addition to normal economic and trade factors. I want the House
to bear that in mind. .Apart from the agreement, England cannot afford
not to take cotton from India, and we must remember that normal trade
factors operate in such matters. Secondly, he wanted that the Gov-
ernment should negotiale and the Housy accepted hie motion that they
should explore by bilateral trade agreements our possibilities of trade
with other countries. So far, nothing has been done on the plea that
this agreement must first be out of the way. As my Honourable friend
reminds me nothing may be done. Therefore, let us examine the agree-
ment from the supreme and only test of permanent and lasting benefit
to the interests of India. I want to say at once that the agreement
differs from the opinions and the recommendations of the majority of
unofficial Advisors whom they themselves chose. They are the nominees
of the Government of India, and yet the Government have not been able
to accept the recommendations of the majority of their own wunofficial
advisers. In their réport, dated the 35th September, 1988, ithey have
pointed out a few facts which I want to bring very prominently to the
notice of the House as relevant matters to be borne in mind in judging
of the effects of this agreement on the interests of India and on her in-
dustrial and economic future. One factor which has clouded the agree-
ment is that Lancashire has been the dominant party, so far ss England
in concerned in negotiating this trade agreement. They make, in para-
graph 8 of their report of 5th September, the point that regarding India's
export to the United Kingdom, His Majesty's Government are not pre-
pared to accept their recommendations in respect of wheat, rice, coffee
and Indian cigars:
“We find that the present proposale of His Majesty’s Government do not give us
any assurance in respect of these items. while what is proposed in respect of linseed
is not of full value.””

I want the House to bear that in mind. Moreover, as regards the
point made by my Honourable friend that the preference enjoyed by the
United Kingdom goods in this country has been reduced in value to the
tune of eleven crores, the non-official advisers by a majority recommended
that the preference should not go beyond three crores, and ‘they said
that, that is the utmost to which they can go. As for préference for our
own goods in the United Kingdom, they have pointed out by a careful
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analysis in their report dated the 10th October, 1936, thut the value of
this preference is considerably reduced by the fact that they are goods.
in respect of which either the preference enjoyed is not very much more
than what they would get by the working of norma]l trade conditions,
or that they have not given us any exceptional treatment. So far, as the
actual proposals are concerned, the preferences enjoyed by our own
country in England are not very important or very usoful for us in res-
pect of, as admitted by my Honourable friend, wheat, rice and tobacco
manufactured. No doubt the main part of the agreement, apart from
the preferences with regard to other articles, is cotton; the other articles
are comparatively less important. 1 want to say to this House that, so
far as preferences for United Kingdom goods in our country and prefe-
rences for our goods in the United Kingdom ure concerned, we cannot
judge them on the same standards. Are these two countries equal?
We are an agricultural country producing agricultural products and are
interested in the freest possible trade between this country und other
countries, and we are not concerned, as England undoubtedly is as a high-
ly manufacturing country, somehow or other to find an outlet for her
manufactured goods to be exported to other countries. Therefore, 1 sug-
gest—I have not got the time to go into the relevant figures— that the
Government have departed from or have been compelled to depart in
their final agreement, from the advice of the majority of their own un-
official advisers, who wanted first, that preference for United Kingdom.
goods in our country ought not to be more than three crores, whereas,
it is 7} crores. Hecondly, their own advisers wanted special treatment.
in respect of wheat, rice and tobacco and on all these matters they have
not been able to get the concessions they wanted. 'The House will be
interested in, and I am sure the ultimate vote on this motion will depend
upon the reactions in several parts of this House to, the clauses of the-
agreement relating to export of cotton from India and the import of
Lancashire textile piecegoods and yarn into this country.

Now, Sir, I want to say at once on behalf of the Congress Party and:
myself that, if this agreement secures now and in the immediate future
for the Indian cotton grower an expanding market which he would not
otherwise get, we should be prepared to make the requisite sacrifices in
order to see that the cotton growers get more for their goods and that
they find a ready market for their goods. But I want to say that the
benefit proposed to be conferred by this sgreement is not at all propor-
tionate to the sacrifices demanded of the Indian textile industry. My
Honourable friend, the Commerce Member, paid a well-deserved t.ribu_ﬁe
to the textile industry in this country, and he said that the Indian textile
industry is finding markets even in Lancashire and outside. Why not,
I say? Speaking for the Congress Party, our ambition is that the Indian
textile industry should cupture the entire Indian market and capture the
markets outside and should beat Lancashire at her own game. Lanca-
shire does not produce an ounce of cotton, England does not produce it,
it purchases our raw products and then dumpe its manufactured goods
on us. At one time, England did not even know ‘what coffion cloth was.
Indis was dominant in the cotton field. Therefore, it seems to me that
before we ask the Indian textile industry to mske any sacrifices, we must
1ot think at all of the sacrifices of Lancashire. I regret to have to say this.

Throughout the Honourable the Commerce Member’s speech, it seem-
ed to meghthat Lancashire loomed very large before him. What does it-
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matter, if Lancashire closes down nll her mills? All the time . the idea
in my Honourable friend’s mind was that Lancashire must have some
quota or other. The sole test by which we should examine this agree-
ment is whether it secures to the Indian cotton grower an offtake of
.cotton by British textile mills, more and sufficiently more than they would
normally get apart from this agreement. ,Secondly, does this agree-
ment secure or not secure to Luncashire textiles a larger market in the
Indian markets than they would have gof otherwise? The figures which
are available here show that England went up to the extent of 658,388
bales in 1986-87 of cotton imported to England; no doubt it came down
to 392,000 next year. But 1 suggest that, if ordinary economic factors
.are allowed to function, England is bound to buy"ﬂome cotton at leust
from us and the cotton growers and their representatives who were chosen
to advise the unofficial advisers wanted 7 lakhs 50 thqueand bales as the
minimum to he purchased to be increased to one million bales on an
-annual stipulated increase, in the course of five vears. I am taking the
opinion of the cotton growers and not the textile mills. They themselves
wanted the basic figures, 7 lakhs 50 thousand. When. they were threat-
-ened by Lancashire they said it should be at least 6 lakbs 50 thousand
minimum, whereas the minimum of the Government is only five lakhs.
Even, Sir, with regard to the actusl cotton to be consumed by Great
Britain, the Indian cotton growers wanted that there should be a mini-
wmum percentage of short stuple cotton, which particularly grows in this
-country, being consumed by Lanecushire. My Honourable friend said by
means of figures that they are consumed, but my .charge against him is
that, in the agreement there.is no provision for a minimum percentage
of short-staple cotton being purchased and consumed by Lancashire.
I think, from the point of view of the present Indian cotton grower, that
is an important lacuna in this agreement. What is the use of  saying,
ag Lancashire says, ‘““Trv and grow long-staple cotton, we will buy more’’?
After all, this agreement is only for three years, and I can sav without
‘fear of contradiction that during this period of three years it is not possi-
ble for any one to contemplate the growth of long-staple éotton adequate
to provide for sufficient purchases by ILaneashire. Therefore, it seems
‘to me that from the point of -view of the present cotton grower there is
no immediate benefit eontemplated. Compare this agreement with the
Indo-Japanese Trade Agreement. Japan- has to take one million bales,
as against an import of 288 million vards. Tt seems to me that judged
from the point of view of the offtake of co‘ton, there -is absolutely no ad-
vantage to the Indian cotton grower immediately and the probable ad-
vantage is very problematical.

8o far as the import of Lancashire goods into this country is concern-
-ed, the fact of the matter is that the official advisers wanted 200 million
vards as minimum limits, 300 million yards as medium limits and 400
‘million yards ns maximum limits. The terms proposed are 850
million yards as minimum limits, 425 million vards as medium
limite and 500 million wvards as maximum limits. The tariff
reductions, ‘which the unofficial advisers wanted. was five per
‘éent. -all round, 20 per cent. on prints. 15 per cent. on other
goods; if the imports go below 200 million yards final reduction of 23 per
cent ig to be made; if the imports go above 300 million yards, then the
reduction of 2} per cent. made is to be restored. But, Bir, the rates
now are, 173 per cent printed goods, 15 per cent. or two annas 7} _pies
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grey goods and the same on other goods; if the imports go below 350
millions ynrds,. ?he basic rates to be greducbd by 23 pfr umtg and if they
©xceed 426 million yards, then the basic rates to prevail. Therefore, it
«comes to this that up to 425 million yards they will get an immediate benefit
of 15 per cent. and 5 per cent. reduction, and so long as they do not exceed
425 rmll}on yards the earlier rates will not be increased.  Therefore,
Lancashire gets an immediate benefit much beyond her average imports.
Her average imports of piecegoods into this country in the last five years
has been 865,709,000 yards. Therefore, it seems to me that judging the
agreement and teking this fact that the medium limit, will be the mini-
raum limit year after year,—it is not 350 but it is 425 before the sanctions
can come into force at all,—Lancashire gets an immediate benefit over
her average of 875 of 50 million yards, whercas the Indian cotton grower
will get little or no benefit. It seems to me from that point of view,
therefore, that this agreement deserves to be condemned, as not being in
the best or the permanent interests of India.

Bo far as the other preferences are concerned, I have already said that
the unofficial advisers have pointed out that Governmentj have not ac-
<cepted their recommendations with regard to wheat, rice, coffee or
Indian cigars. 8o far as the textile industry is concerned, I want to say
one word more. It is a very important industry; it is a growing indus-
try, and we want the textile industry to make some sacrifices. Ang for
whom? For the Indian cotton grower, for the handloom industry and for
the charlha. And the Indian textile industry cannot make these sacri-
fices, if it is asked to make these sacrifices for the benefit of Lancashire.
Throughout the provinces, Congress and non-Congress, there is a drive in
-order to help the handloom weavers. It is a proper drive and I think
every section of the House will agree that the handloom weaver should
be protected against the ruthless competition of mills, either indigenous
or foreign. And the time has come when all the Provincial Govern-
ments will join in order to bring pressure on the Government of India that
the Indian textile industry must. make sacrifices in order to earmark a
particular market in this country for handloom productions.

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

The Assembly re-assembled after Lunch at Half Past Two of the Clock,
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Mr. 8. Satyamurti: Sir, I shall sum up my arguments against this
agreement in respect of cotton by drawing the attention of the House to
the following three facts. First, according to the unofficial advisers

report of the 5th September, they say:

' 1s amount to an additional offtake of only three lakhs of Tales
per ;I;I;: }:):Ie':nmasg":::rover the pre-Ottawa takings by the United Kingdom of Tnd‘an
cotton. We are unable to agree that this small quantity could, in any way, really

help the agriculturist, or compensate the induutrfaliaq and the country in general for
the concessions which are asked for in other directions.

. find that this quantity is not g'uarnnteed in any sense of the term.
"I‘Iu}T u:il;;:“:‘; s:nctio:s, in r?ractim. are more illusory than m|: Whﬂn by t.he
.proposed arrangement, Lancashire will rean the benefit of the reduction in the dutics
:.nd thereby, increm' her exports of piecegoods, the suggested sanctions will leave
her entirely unscathed.” .
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They illustrate this by figures which I have not the time to quote naw,
Lastly—and this is the point which I want to impress on those who want to-
appesl on behalf of the cotton growers—they say:

“In coming to this conclusion, they were influenced by the fact that it ‘is the-
short-staple cotton which is in need of a stable market, and any agreement for votton
offtake which does not take note of that faci will bring comparatively little relief to-
that scction of cotton growers in India which needs the same, We find that Lancashire
is disinclined to give any assurunces on this point. and that no such assurancea are
included in the present proposals of His Majesty’s Government.

We thus find that the proposals regarding Raw Cotton do not secure any points.
which we bad recommended, and which the representatives of the cotton growera had
put forward unanimously.’’

Therefore, Sir, it seems to me that on that mkbter we have got no
corresponding advantage to the cotton growers, for the sacrifices which the-
Indian textile mills are asked to make.

On the other preferences, I shall make just this brief reference. I shall
refer to pages 7 and 8 of the Unofficial Advisers’ report of the 3rd QOctober,.
1987. They divide the categories of goods for which we have got pre-
ferences into three, and they say with regard to the first category:

“In asking for preference for the above commodities, we were virtually asking for-
a favoured-nation treatment lest preference he imposed against us—a treatment wpe are-
already according to the United Kingdom.™*

As regards the second category, they say:

“Thus a total of Rs. 27,57,57,000 trady is such in which preference is only of
inswrance value. This leaves the following itemg on ywhich preference js of agiual
value to India. (The total of this comes to Ra. 5.06,07,000.) But the advantage to-
India in the items above has also to be qualified. There has been no eéxpansion in our
trade of vegetable oils under preference. Linseed preference is ¢ircumvented by draw-
hack which was introduced after Ottawa India’s consent and we were informed that
ite drawback would not be abolished though it may be modified.”

My friend, the Honourable the Commerce Member, also spoke about this:
matter. In referring to the sacrifices they were willing to make, they
add this significant sentence:

““We. therefore, tovk as libers]l a view as poasible, and to go beyond this would,.
in our opinion, be against the vital interests of the country.”

8ir, Government have gone much beyond their recorminendations. I,
therefore, submit that the House has no option but to denounce the agree-
ment as not being in the best interests of India.  Suppose this agreement
were denounced, what would happen?  There would be ordinary trade:
relations between England and India and other countries. Tt does not
mean that the flow of trade will not be there.  Fngland and India traded
before Ottawa and the balance of trade was very much more in those
days than it has been in recent times. If mv friend sees the figures. of’
the pre-Ottawa years, he will find that the balance of trade was much
more; although there has been some sort of recovery later, but whether
it is permanent. or adequate, I do not know. T would refer to the previons
motion that this country ought to be able to negotiate and conclude bi-
Iateral trade agreements with other countries. I want to know how far
Government have considered the possibility of our entering forthwith into-
trade agreements with other countries like Germany, United States of’
America and, so on, with everyone of whom we have trade relations.
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Aguin, Sir, the textile industry is u protected industry. Whether thrt
protection ought to be reduced, and whether something o{aght to be done for
ensuring the consumers’ interests and the Indian cotton growers’ interests
are all matters of vital concern, but 1 do suggest that u matter of that
kind ought not to be subjected to a trade agreement.

 Mr. Deputy President (Mr. Akhil Chendra Datta): The Honourable
Member’s time is up.

Mr. 8. Satyamurti: T am finishing, Sir. Tt ought to be the result of a
real tariff board enquiry. Then, T suggest that we can develop trade
between the two countries on terms of mutual advantage. The unofficial
advisers, in their report of the 10th October. 1938, have also referred to.
various other interests which must be protected in any agreement entered
into between this country and Great Britain. After all, there are the
interests of Indian banking, Indian insurance and Indian shipping. These:
recommendations have not heen considered at ail; and it does seem to me
that in order that we mny develop our industry on our own lines and keep:
our industry .under control for the benefit of our own country-men, this
agreement will have to be denounced: and, as soon as we have done that.
we can svolve and conclude a fresh agreement. after some time. After alf
in effect the Ottawa Agreement has been allowed to subsist for seven
vears. Let us have two or three vears of no agreement and see how
things go on.

One last question I should hke to ask; what is the exact position? Are
these terms the last word of His Majesty’s Government? ~ Is there any’
chance of His Majesty’s Government going back or modifying those terma,
because the vote of the House will depend, with regard to the amendments.
absut committees and so on, on whe her there is any chance at all of His:
Majesty's Government changing these terms, in order to meet India’s
legitimate demands? Tt seems to e that in voting on this motion the
House has got to consider the doubling of the duty on ruw cotton, the
provisions of the Government of India Act, the foet that the preferences
given to the United Kingdom cost 23 times the highest figure which our
unofficial advisers wanted to give. . The preferences we get are not of
substantial value and the scarifices of the Indian textile mills are mueh too
great for the problematic consumption of more raw cotton than they would
otherwise take. For all these reasons, I commend to the House that in
the highest and permanent interests, not only of our cotton growers, but
others also, this agreement ought to be rejected and we should conclude
bilateral trade ngreements with all countries, in the intcrests of all Indian
interests concerned. I, therefore. suggest that {his House should votw

against this agreement.

" Dr. Sir Zlauddin Ahmad (United Provinces S8outhern Divisions: Muham-
madan Rural): Sir, the original agreement w: discussed in 1982 waq ratified
by this House after careful serutinv bv a committee appointed by the
House itself. My friend, Mr. Sa'vamurti. gave an amendment practicallv
to the same effect hut the majority of his Partv thought it reasonable to adk
him to withdraw the amendment and to deal with the whole nroblem within
two davs straightawav. At the verv outset T shou'd like to sav that the
cxucial test of every trade agreement is whether the exnorts of our countrv
are likelv to incrense. Tn all agreements there is give ard take. The

c2
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only problem to consider is whether it has benefited our country. 'The
crucial test of the success of an agreement is the balance of trade. = I have
before me the figures of the balance of trade between India and England
from 1923 onwards and I notice that in 1923 the balance of trade was
against India to the extent of Rs. 41'2 crores: this unfavourable balance
rose to Rs. 44'25 crores in 1926-27.  After the Ottawa Agreement the
position began to improve immediately. In 1936-37 we had a favourable
balance of trade of Rs. 18'45 crores and in the next year it was Rs. 1247
c:z:ies. In the current year the balance of trade is likely to be equally

An Honourable Member: Including gold?

Dr. Sir Ziauddin Ahmad: We have always got a favourable balance of
trade in merchandise, treasure does not count. Gold and silver are used
to make up differences. .

Now there are three points which I would like to impress and we must
take them into consideration in every trade agreement. The first is
that India is a debtor country. She has to pay 50 crores every year in
order to fulfil her obligations. This she can only do by exporting her
merchandise. In case our balance of trade is not equivalent to 50 crores,
then we shall have to part with our gold to meet our obiligations. Then
the second thing I should like to point out is that the export of raw
» materials and agricultural products raises the price level of agricultural
products.  Now, if the export diminishes or stops altogether, then the
price levels will certainly go down, as we have seen in the case of wheat
and other articles of export. Therefore, the stimulation of export trade
alwnys helps the raising of the price levels of a particular commodity.
Then the third point is that whenever the demand for a particular article
increases, it is certain that the supply also will increase, and everybody
interested in such supply will be benefited, I mean the petty agriculturists,
the tradesmen, the railways, shippers and so on. The balance of trade
which I have just pointed out, which was in our favour after the Ottawa
Agreement, clearly shows that it is very desirable that we should have
some kind of trade agreement with the United Kingdom, and it is impossible
for this country to get along without any trade agreement. The only
thing now before us is whether we should leave it to the Executive to
execute an agreement or we should give any definite suggestions one way
or the other as to what they should do or content ourselves only with
A negative proposition that we do not express our opinion.  Unfortunately,
we look upon this trade agreement only from the viewpoint of the mill-
owners of Bombay. They are experts in the art of propaganda, and they
can afford it, because of 40 crores which consumers of cotton goods put
into their pockets. But we should consider the viewpoint of Bengal with
its free entry of manufactured jute to the extent of 8°71 crores. the view-
point of Northern Tndia which is interested in tobacco, seeds, groundnuts,
cotton nnd other agricultural products, the viewpoint of Assam which is
interested in tea, and the viewpoint of Madras which is interested in tanned
lenther. These are articles which we eannot altogether afford to ignore and
concentrate our attention only on the Bombay textile industry. The mill-
owner of Bombayv is really very unkind to his Punjabi friends. The
Punjahees are their best customers, because the amount of cloth which a
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Punjabee spends on his Pugree and Salwar will be enough for a Guijrathi
for a whole year. In spite of the fact that the Punjabees are their best
customers, they are treated by millowners with patronising contempt like
third class passengers in our Railways. When we consider this question,
we ought to look at hard facts.

Looking into the details of few problems, I was rather surprised that
the Honourable the Commerce Member managed to secure the concessions
for this country, and I was, particularly, surprised at the free entry of
manufactured cotton and manufactured jute, because, after all, there was n
very hard competition between Bengal and Dundee, and it is to the great ad-
vantage of Bengal that they succeeded to have free entry of jute. Free entry
into United Kingdom of our manufactured cotton is a very significant point.
Now, looking into the exports to United Kingdom and confining our*atten-
tion only to those articles which enjoy preferences, and taking all these
articles together for which there is free entry in Statements Nos. 1, 2 and 3,
we find that in 1935-836 our export was 38'47 crores; it rose in 1936-87 to-
46'2 and in 1937-38, it was 50 crores. Therefore, the preferences we now
have got have a definite value. They have not got an insurance value, but
they have a definite value, because the quentities of all these export articles
are definitely increasing.

There are six points in the agreement to which I should like to make
a passing reference. One is Article No. 1 in which it is stated that India
will continue to enjoy all the benefits of free entry as she has enjoyed
them in the past, then in Article No. VIII it is stated that the self-govern-
ing Colonies and Protectorates will accord to India the same preferences
as are accorded to other parts of the Empire, and so the Government of
India is empowered after the conclusion of this agreement to enter into
a fresh agreement with Ceylon. Then Article No. XIV says that the
British Government will give the same preference to India as it may at
any time give to other dominions like Canada, Australia and so on. Then
the most important article is that this agreement will be in force for
only a period of three vears when we can see how it works and whethar
we should continue it or cancel it at six months’ notice on either side.
Lastly, the most important point mentioned by the Honourable the Com-
merce Member this morning is, that it lays no obligation whatsoever
to fix any duty. We can raise or lower the customs duty at our pleasure.

Now, 8ir, coming to the export of cotton, I find that from 1980 to 1932
the export of cotton was at an average of 215,871. During the next six
years, the average has been 4.582. No doubt, in {his vear 1986, it touched
the high figure of 569,000 bales. The agreement provides that Engiand
will purchase 500,000 bales this year, i.e., up to December, 1988, and
550,000 and 600,000 bales in the coming two years. The Commer:e
Member has introduced a new calendar what is called the cotton year,
which was not known to astronomers before: I should have very much
liked, as pointed out by the non-official advisers, and also by Sardar Sant
Singh, in his amendment that Britain should purchage at least one
million bales from India, and if possible more. We should put ~ur
maximum demand and try to et as much as we can from ‘nhern, and
considering the amount of cotton which they have been purchasing, we

could not suceeed in getting more.

An Honpourable Member: Why not?
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Dr. Sir Mlawddin Akmad: As wos pointed out by Mr. Batyamurti,
there is no guarantee in this agreement that England will fulfil even this
moderate demand of 500 to 600 thousand bales. If she fails to fulfil her
-obligation, then there is nothing in the agreement by which we can foree
the United Kingdom to buy this particular quantity.

Coming then to the question of import of ecloth from the United
Kingdom to this country, the figures have already. been given in the printed
Report, that is to say, Britain used o export to this country before the
war something like three thousand million vards. Now, this was reduced
after the war to the figure of 1,599 million yards. Even after the Ottawa
Agreement these things continued to diminish, and they could not check
this downward tendency of Manchester articles in spite of the preference
she enjoyed. It has now come down to 267 million yards

Mr. 8. sttyamurﬂ-: 176 niillion yards for the first ten months of *his
vear, as the Honourable the Commeree Member has said.

Dr. Sir Ziauddin Ahmad: Tt means that it will go down further, and
the preference has not heen of any value to Lancashire. At the same
time we see that the production of the mills is continuous'y rising during
the same period, and it is now over 4,000 million yards. Taking all
these factors into consideration it is very difficult to say whether Lancashire
will be able to incrense her import into this country substantially. Our
mill industry is rapidly increasing under the heavy protection which we
give, and it is now in a position to export its articles from this country
to other places. At page 30 of the report we find that our cotton piece-
goods have free entry into United Kingdom and our export to the
United Kingdem is increasing :

**Margin of preference : ten per cent. ad ralorem on cotton yarns, unbleachad, up
to No. 40 count; 20 per cent. ad valorem on cotton manufactures. Free entry for
Indian products.”

The result of this is that India is now importing into the United King-
dom cotton goods worth Rs. 457 crores. The jute manufactures has also
got » free entry into the United Kingdom and it is equivalent to 271
crores. Therefore, while fixing and determining our import from Lancashire
we should also consider this fact that all our piecegoods from this country,
made of either cotton or jute, enjoy free entry into the United Kingdom
and they are a substantial total of ahoub eight crores, and the quantum
is constantly increasing.

Mr. 8. Batyamurti: They cannot get jute elsewhere,

Dr. Bir Ziauddin Ahmad: I am now talking of manufactured jute and
not raw jute which is competing with Dundee. There is orne point om
which I have not got sufficient figures before me, and that is, how this
reduction of the duty from 25 to 174 or 15 per cent., or from four annas
to two annas and 7} pies will effect the price level of Lancashire goods in
British India. I have not sufficient data, I could not possibly get them
from the printed books, but from the Review of the Trade of India, I find
that the index level of Indian mill cloth has come down to 98, and in the
case of cloth from the United Kingdom, it has gone up to 118, If we
allow this reduction of duty from 25 to 15 per cent., then this index will
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come down from 118 to 107. Even ufter this there is a great margin and
they will not be able to compete with our mill industry where the index is
98 as compared with 107.

Mr. Deputy President (Mr. Akhii Chandra Dstta): The Honourable
Mmber has just two minutes more.

Dr. Sir Ziauddin Ahmad: 1 will iinish. There is ome other thing
‘which we should also consider. The value of the articles on which we
get preference is 50 crores. The preference that we give to the United
Kingdom is on Lis. 8-87 crores only, and looking into the figures of the first
six months, it is not likely to be over 6'28 crores.  Therefore, the prefer-
-ence is preponderatingly in our fuvour. Again, I.am sorry that the Govern-
ment and the Comunnttee in fixing the preference on a particular article did
not consider the condition of industry; they did not examine the dividend
which the companies enguged in the manufacture of that article are
giving. I have got before me the dividends of the various companies
dealing with the articles specified in this agreement, and some of the com.’
panies are giving very high dividends like 30. 25 and 20 per cent. Such
dividends ought to be divided between the shareholders and the Govern-
ment of India and should noti go exclusively to shareholders. That should
be the case with each industry here. Preference should only be given

" in cases where the dividend is moderate. If we apply this test, several
articles will be taken out from preferential list. In the end I would
appeal to the textile industry, especially the millowners of Bombay,
that they should take into consideration in all economic problems not only
themselves, but other people of Indie as well. If they do not do so,
the other people of India will follow their own methods of propaganda.
Just as they started the propaganda of boycotting British goods for their
benefit of their mills, we can preach, boycott the mill industry and buy
only cloths made in our cottage industry. If this cry is started, I am
sure the backbenchers of all the Parties on this side of the House will
support it. If the millowners are not considerate to us, they will find
that we will start a counter-propaganda in which we will preach the
boyecott of the mills of this country. . . . .

Mr. 8. Satyamurt: And of Lancashire.

Dr, 8ir Ziauddin Ahmad: Boycott mills, and wear on'y cloth manu-
factured by our cottege industry. ’ '

Sardar Sani Singh: An agreement which is very complicated has been
given to us very recently and sufficient time wus not allowed to examine
all its implications., A number of reports have been referred to in the
documents supplied to us and have been withheld. A yellow slip attachad
to these documents informs us that references to confidential maiters
have been omitted or re-worded in the report. What those confidential
matters are, or how they bear on the present agreement and why they
were withheld are a mystery to us. B8ir, we have to depend only on the
papers that have been supplied to us.

In the speech of the Honourable the Commerce Member, a very Tacid
apeech, we were told that the present agreement was much better than
the agreement entered into at Ottawa. The whole of his' reasoning is
based upon showing what advantages the country derived from the present
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agreement as compared with the agreement at Ottawa. I need hardly
remind him and the House that the Ottawa Agreement was universally
condemned by the country, though it was passed in this House in that
Assembly where the Opposition was in a minority. Even then certain
suggestions which were the maximum we could secure from the Govern-
ment at that time were secured, and the life of that agreement was
reduced from five years to three years. If we are to judge this agree-
ment we must judge it on its merits, and merits alone without going into
comparative advantages.

The Government of India made a wise concession to popular demand
by associating non-official advisers in tha present negotiations
with the United Kingdom. Those unofficial advisers were the
nominees of the Government and it is a tragedy that even the report and
the recommendations of these advisers were not adhered to when the
egreement was signed. However, let us come to the agreement itself. I
would request Honourable Members to judge it on its merits alone and con-
sider the balance of advantages and the sacrifices which each of the
bargaining country is called upon to make under this agreement. The
unofficial advisers laid down five tests or considerations which would
govern the completion of this agreement:

(1) Balance of gains and sacrifices of each country. This should be based not

merely on an arithmetical estimate of the value but also upon the character of the
trade of each country.

(2) The position of India as a debtor country which requires a continued favourable
balance of trade.

(3) The necessity of avoiding any agreement which might hinder the expansion of
India’s trade with other countries, or provoke retaliation.

(4) The importance of avoiding any agreement which might impair the existence and
development of Indian industries.

(5) The effect of such a pact on the revenues of India.

These consideration did not carry much weight with the Govern-
ment of India giving rise to justifiable grievance to trade. I will not go
into each of these considerations about all the items which are covered
by this agreement. I will confine myself to cotton alone and, if possible,
to wheat and linseed if my time permits. It is but right that both the
Government spokesmen and the Opposition have ‘ried to take their stand
on the principle of the welfare of cotton growers in this country, and
have pleaded that the agreement confers the maximum benefit on the
growers of cotton in this country. I wish to examine this claim, ac-
cording to the figures given by the Cominerce Member. "he average
export of cotton to the United Kingdom from the year 1980 to 1982—
(three years)—was 2,15,871 bales and again from the year 1933—88—
Ssix vears}—the average import of cotton in the United Kingdom was

,15,5632 bales. He quoted Lancashire imports of piecegoods into
India in the year 1987-88 as amounting to 266 million yards and in
pine months of 1988-89 as about 176 million yards. From those figures
the Honourable the Finance Member tried to show that there was
continuous decline in the imports from Lancashire goods and a conti-
nuous rise in the export of cotton to the United Kingdom and he drew the
inference that no country would be prepared to enter into any bargain
on these terms. This contention of the Honourable the Commerce Mem-
ber cannot stand serutiny. He is probsbly judging the whole thing from
the point of view of mere quantity. Judging from the point of view of

LR N 'H
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the values of two commodities, namely, import of piecegoods and the
export of colton we find the difference to be so great as to call for a good
deal of comment. I will try to give the profits which accrue to India by
the export of cotton and to Lancashire by the import of cotton piece-
goods from the United Kmgdom into India. T have taken my figures
from those who are competent to speak about this and from the report
on the cost of production of crops, published by the Imperial Couneil of
Agricultural Research. An investigation was carried on and the result ap-
pears in this report by Mr. R. D. Kapoor of the Imperial Council of Agricul-
tural Research. The value of this data derived from these reports is unques-
tionable. Taking liberal figures for showing the comparison in the best
light in favour of this agreement, the position is this. I take the cotton
first. The price per pound of cotton is four annas. The ecloth manu-
factured from one pound of cotton, I am told, and I speak subject to cor-
rection, is & minimum of four yards and of finer count six vards. 1
will take four vards per pound. The price on an average of one yard of
Lancashire cloth is three annas. That is a low figure. I am adopting
the lowest figure for the comparison. Thus the price of four vards comes
to twelve annas. Out of these twelve annas, deduction of four annas
a8 the price of cotton, three annas as wages per pound of cotton (which
is a very high figure) and then three annas for other miscellnneons
expenses, such as manufacture, depreciation of machinery interest on
capital, freight, etc. Deducting these ten annas out of twelve annas
there is a net profit to Lancashire of two annas on four yards of cloth.
According to this agreement, the United Kingdom will get 500.000 bales
of cotton from India, each bale being of 400 pounds. Though it is 892,
1 will take the round figure of 400. Now, according to the cost of pro-
duction of crop prepared in the two typical centres in India, namely,
Kast Khandesh in Bombay and Lyellpur in the Punjsb, we find this.
Taking Khandesh first the report states average vield of cotton per acre
in the three years 1938-36 was 3-8 maunds. The average profit per
acre was Rs. 5/8/4 as given in these reports. This works out at three
pice per pound of net profit to the cultivator. Taking this basis of profit to
the cultivater, 500,000 bales of 400 pounds each, it will bring 81,25,000
rupees approximately as profit to the cultivator, while the profit to
Lancashire millowner on the basic of two annas for four vards of cloth
will work out thus—Lancashire will import 850 million yards of cloth in
the first year. The profit on 850 million vards will be 35_‘_"_223'1';00_"__.2 =
1,08,37,500 rupees. The Indian cultivator will get 81,25,000 rupees as
profit for the cotton of 500,000 bales.

The Honourable Sir Muhammad Zafrullah EKhan: Has the Honour-
able Member any idea of what a bale is? ’

Sardar Sant Singh: About 400 pounds or a little less.
Mr. M. 8. Aney: He is referring to the profit that he will make.
The Honourable Sir Muhammad Zafrullah Khan: 1 see.

Mr, M. 8. Aney: On the question of profit, I do not agree with you.
It is very much less.

Sardar Bant Singh: I have said I am taking the figure most favour-
able to the agreement.
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The Homoursble Sir Muhammad Zafrullsh Xhan: May I ask the
Honourable Member one question? Is he willing to acoept an arrange-
ment under which Lancashire should take from India say twice as much

cotton as is necessary to manufacture the piecegoods thut she exports
to India?

Sardar Sant Singh: That is not the point. The point is this,—that
Rs. 81,25,000 will be the profit to the cotton grower while over one
crore will be the profit to Lancashire. I am not taking the cost.
Similarly, with Lyullpur cotton, it will bring Rs. 52 lakhs to the Lyall-
pur cotton grower as profit, against over a crore to Lancashire. Now,
let us compare the terms given to Japan under Indo-Japanese Trade
agreement—Japan agreed to purchase one million bales of cotton against
import of 283 million yards of cloth working out the profits on the same
data as applied to Lancashire, the profits to the cultivator is 62,50,000
rupees against protit of 88,483,125 rupees to Japan. Now these are
figures which speak for themselves. Thus, when we consider the value
of the gain to each country

An Honourable Member: What about the other gains?

Sardar Sant Singh: That you will calculate for yourself; T am con-
fining myself to cotton alone,—we find that with the value of the gains
and the sacrifices rcquired to be made by each country, in respect of
intake of cotton and piccegoods, that is quite disproportionate. T wish
to draw the attention of the House to one thing and that is why the
figure which was unanimously agreed to by all the unofficial advisers
wus not adhered to. Even the two members who wrote the minority
report were very clear in making this demand, and they said as follows
at page 10 of their report dated the 5th September, 1988

“We reiterate our opinion that a definite guarantee is preferable to the proposals
now under consideration and as the Commerce Member has indicated that a guarantee
may yet be possible, we desire ty urge the Government to endeavour to obtain such a
guarantee from His Majes!v's (overnment in the United Kingdom as, in our view,
this will give greater assurance that the quantities scheduled will be taken . .”

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member has got two minutes more.

Sardar Sant Singh: On page 11, they say:

“We would still like to press for an increase of 7,50.000 bales in the last year, i.e.,
to 650,000 bales, but if this is a crucial point of the agreement, we would not ieject
the scale on that account alone hecause the present proposals, coupled with an under-
taking to increase the use of the lower grades, are clearly a very great advance upon
the position under the present agreement. . ."’

What I want to say is this, that this extract from the report of the
minority report which I have read out clearly indicates that even two
members of this unofficial body of advisers were clearly of opinion that
under no circumstances less than 650,000 bales should be taken. Why
then they agreed to the lesser amount is due to the fact that, probably,
‘some pressure was brought to bear upon them and under that pressure
they yielded.

An Honourable Member: What pressure?
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Sardar Sant Bingh: The nature of it I do not knowr,

ﬁle:ﬁhoi‘nommble.ﬁlr Muhammad Zafrullah Khan: Then, why do you

Sardar Sant Singh: Therefore, Sir, my submission is that this
pretence to help the cotton grower on that point is a very superficial
one. Going deep into the matter we find that the Government of India
-aould have easily insisted upon st least 650.000 bales being taken by
Lancashire but they did not insist on that. '

As regards wheat, I will say only one word and that is that wheat is
an important primary product of India. It’s not being included in the
preferential list goes to show that the Government of India do not care
much for the wheat-growers of this -country. Tately I put some
questions . . . ., . ..

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member's time is up.

Sardar Sant Singh . . . . as to whether any purchases of wheat from
Roumania were heing made by His Majesty’s (Government and I got the
reply that no such wheat was purchased, even in those days when the
Ottawa Agreement was still on,—and next day we read in the papers
that wheat had been taken possession of by Franco while passing near
Gibralter. This treatment was being meted out to us while the Ottawn
Agreement was still on. May J ask whether any guarantee has heen
taken under the agreement which will prevent such brenches on the

part of His Majesty's Government?

The Honourable Sir Muhammad Zafrullah Khan: What was the
‘breach?

Sardar Sant Singh: The breach alleged was that the wheat was pur-
-chased by the United Kingdom from the United States of America and

Roumania instead of purchasing it from India.

The Honourable Sir Muhammad Zafrullah Khan: Which article of
‘the Ottawa Agreement is the Honourable Member referring to?

Sardar Sant 8ingh: If that was so when there was no guarantee,- -in
‘there any guarantee in the future?

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
‘Member’s time is up.

Beth Govind Das: Sir, I know that this trade agrecment is the
of the FHonourable the Commerce Member’s three yeurs
afraid that after digging a big mountain
only a small rat has come out. The Honourable the Commerce Mem-
ber had appointed certain unofficial advisers to help him in his nego-
tiations. He has paid a great compliment to them this morning hut

outcome
continuous efforts but I am
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may I ask whether it fs not a fact that all the major recommendations
made by these non-official advisers have been turned down as far as
this trade agreement is concerned? My Honourable friend, Sardar Sant
Singh, quoted from the report of the unofficial advisers five of the
principles on which they consented that India should enter into a trade
agreement with the United Kingdom. Now, 8ir, to put these principles
into practice the un-official advisers submitted as many as 14 reports to the
Honourable the Commerce Member. It is regrettable that only three oub
of these fourteen reports have been published and even the recommendations.
contained in these three rcports have not been given effect to. 8ir, much
has been said here about the textile industry %nd cotton growers. I
shall deal with this question later on. But may I ask the Honourable
the Commerce Member whether the recommendations of the unofficial
advisers with respect to wheat, rice, linseed, tobacco, groundnuts and
coffce, any of them, have been given effect to?

The Honoursble Sir Muhsmmad Zafrullah Khan: What was the re-
commendation with regard to groundnuts?

Seth Govind Das: So far as the recommendations about groundnuts
are concerned, a certain portion of those recommendations has been given
effect to; but not the whole.

The Honourable Sir Muhammad Zafrullah Khan: What portion has
not been given effect to?

Seth Govind Das: 1s it not a fact that the major recommendstions.
about groundnuts also have not been given effect to? (Interruption.)
As T have very little time at my disposal, I am not going to-deal with
this question in detail. I am.only saying that as far as these commodities-
are concerned, the main recommendations of the non-official advisers have
not been given effect to.

It is said, Sir, that the present agreement is more beneficial to India.
because in general preferences while Indian exports get preferences to an
extient of 45 crores in the United Kingdom market the imports from the
United Kingdom get preferences in the Indian market only to the extent.
of eight crores. Now, Sir, first of all, I would like to mention that this
figure of 45 crores is an illusory figure. If from this 45 ctores we deduct
firstly, tea worth about 22 crores which, according to the International
Tea Agreement, this country is bound to sell whether there is a trade
agreement with the United Kingdom or not, secondly, if we deduct the
three crores worth of our jute manufactures for which we have practically
a monopoly and which the United Kingdom is bound to purchase from us
whether there is a trade agreement or not, thirdly, if we deduct goat
skins worth about one crore, because there is no other country in the
world which is exporting raw goat skins......

Mr. Muhammad Nauman (Patna and Chota Nagpur cum Orissa:
Muhammadan): The Honourable Member does not know.  Goat skins:
are produced in Africa also.

Seth Qovind Das: But they are not being exported.
Mr, Muhammad Nauman: They are being exported from Africa.
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Seth Govind Das: Fourthly, if we deduct articles like lac, jute, mica
and hemp worth about four crores which have a free entry, irrespective
of the country from where they come and, fifthly, if we deduct the un-
scheduled articles like barley, pulses, etc., worth about four crores then
this figure of 45 crores goes down practically to the same figure for

which the United Kingdomn is going to get preferences in our market,
according to the present trade agreement.

Then, Sir, the Honourable the Commerce Member said that under the
Ottawa Agreement preferences in this market were given to 106 items of
importg from the United Kingdom. Now, Sir, I have seen the schedule
in the Ottawa Agreement and I want to mention that if we set aside the
sub-heading and only teke the main headings of the items, then the num-
ber is not 106 but it is only 42. At present, also, only main headings are
taken into consideration when it is proposed that the preferences will be
given only to 20 items. Therefore, the comparison should not be between
106 items and 20 items but the comparison should be between 42 items
and 20 items. And then, Sir, on the remaining items also preferences
have not been given up in the interest of Indin but because, in spite of
the preferences which these commodities got m our market, they could
not make' any headway here. Therefore, it is wrong to say that as far as
the general preferences are concerned, the present trade agreement is in
-any way better thun the Ottawa Agreement as far as India is concerned.

Roughly speaking, there are two parts of this agreement. One deals
‘with the general preferences and I have fried to prove that as far as gene-
ral preferences are concerned, we do not get any great advantage over the
Ottawa Agreement. The second part deals with the Lancashire textile
goods and the sale of our cotton to United Kingdom. Now, so far as the
sale of Lancashire textile goods as against the sale of our cotton is con-
-cerned, I want to point out that it is definitely injurious to our textile in-
-dustry as well as to our cotton growers. Sir. the Honourable the Com-
merce Member this morning said that the textile industry in this country
is & well-esthblished industry. He paid a great tribute to our textile indus-
try and said that when the textile industry of this country is producing
three to four thousand million yards of cloth, what difference would it
make if about 250 millions yards of cloth is more imported from Lanca-
‘ghire? It is not a question of 250 millions of yards of eloth being im-
ported but it is a question of the equilibrium of prices. If more cloth
is exported from Lancashire, the production of the mills here will not only
go down but it will affect the prices. Sir, if we see the history of the
British rule, we find that on practically every occasion when an Indian
industry thrived, something was brought in its way. Before the British
rule, it is known that India used to produce such cloth that no other
country in the world bad produced. At the time of the East India
‘Company's regime it is known that the thumbs of our weavers were cut
.down. When our sugar industry made a progress, 'then an excise 'du}ﬁy was
brought in. And now when our textile industry is progressing, it is ask-
-ed that they should sacrifice something in the interests of Lancashlre.
I want that not a single yard of Lancashire cloth should be imported into
this country. That is the object of Congressmen. I am in entire agree-
‘ment with Dr. Sir Ziauddin Ahmad when he says that in the interests
.of handloom industry or charkha. we should even boycott mill cloth. But
before we boycott our mill cloth, we shall certainly like.to boyeott the
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mill cloth which is imported from Ianeashire or any other foreign land.
into this country. It will be remembered that when negotiations for a
fresh trade agreement had begun, there was no question of offering more
protection to Lancashire industry. There were rumours after some time
that the Honourable the Commerce Member is being pressed to give
some more protection to Lancashire industry and this rumour was con-
firmed by two very significant statemenfs in Manchester and Lancashire
of Lord Derby and Mr. Tnges D. Campbell respectively.

Lord Derby said that:

“while we are doing our hest to help her (thut meana the {ndian) agricultural
population by taking her cotton goods, they must do t'hqér best to buy an increasing
amount of finished goods they take from this country..

Mr. Inges D. Campbell said: _

“The British Government clearly has the opportunity during theee negotiations for-
securing a solution for the problem of the persistent decline of Lancashire trade.”

When we read these statements we tried to know from the Honour-
able the Commerce Member, not once but many times, on the floor of the
House whether the rumour current that the Lancashire industry is going
to be supported and that the Indian textile industry is going to be
sacrificed 18 correct? He kept mum and on the fine morning on
the 21st of this month we read that #he Indian textile industry has been
sucrificed for the interests of Lancashire. During the last six years end-
ing 1987-38 the imports fron{ Lancashire to India fluetuated between the
maximum of 542 million yards in 1982-33 to 267 million yards in 1987-
88. The Honourable the Commerce Member said this morning that this.
year during the last ten months it has been still reduced to 167 million
yards. Our cotton exports to Lancashire in 1935-86 were 53 lakhs bales.
and in 1986-87, they were 8} lakhs of bales. Now, Sir, we are asked that
in place of 267 million yards of 1987-88 and about 200 million yards of this:
year, we must take from Lancashire goods worth abouti 850 million yards
increasing to 500 million yards and that also on reduced duty. And in
place of 68} lakhs of bales of our cotton which were purchased by Lanca-
shire in 1987-88, they would purchase only about 43 lakhs of bales. The
non-official advisers in one of their reports said :

“In view of the fact that Lancashire was on an average already consuming 2} lakhs.
of hales of our cotton before the Ottawa agreement, it actually consumed in 1835-36
and in 1836-37, 54 lakha and 64 lakhs of bales respectively, our proposals were calculated
only to assure at least this consumption. While we were in London we had also
the henefit of a detailed note of the Indian Central Cotton Committee which confirmed
our belief that Lancashire conld consume this quantity of Indian raw cotton without
any hardship or modification in the existing prodaction.”

Now, Bir, this is what the non-official advisers, who were appointed
by the Honourable the Commerce Member himself, had said. I cannot
understand why then should the United Kingdom not be pressed to take
6% lakhs bales of cotton from us and why should this figure remain at 43

lakhe bales?

I have said, Sir, that this trade agreement is not going to hit omly
our textile industry but it is also going to hit our cotton growers. In
1988, the representatives of the cofton growers were calle in Bimla to
advise our ncn-officinl advisers and they said that 65 per cent. of the
cotton conmsumed in Lancashire should be of short staple like Umrao, Ben-
eal, Central Provinces and Berar. This recommendation was endorsed
by the unofficial advisers. But wo find in the trade agreement only a-
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pious wish as far as the consumption of this short staple eotton is con-
cerned. The demand of cotton growers representatives was ouly for 65
per cent. and I cannot understand why, when even the unofficial advisers
supported that demand, it was not fixed in the trude agreement that 65
per cent. short staple cotton should be purchased by the United Kingdom.

8ir, in conelusion I want to place only one matter more before this
House. My Honourable friend, Mr. Avinashilmgam Chettiar, asked &
very pertinent question from the Homourable the Commerce Member as
to what is he going to do if this Assembly rejects his proposal? Whether
he is going to sbide by the verdict of the Assembly or not? Times with-
out number Government Members have said that as far as the fiscal
policy of the Government is concerned the Government is going to abide
by the decision of this House. Bpeaking on the 16th February, 1928,
Sir Basil Blackett said:

“T nagcept whole-heartedly the doctrine that it is India’s right to decide what
fiscal policy she shall have, and so long ar I remnin n Member of the Governmont of
India, I shall whole-heartedly attempt to assist in the introduction of the policy which
India has chosen."”

8ir George Schuster said at the time when preference import duty on
non-British textiles was discussed:

“We made it clear to the British Government that in a matter of this kind, giving.
a preferentiul treatment to the British goods by putting an additional duty of five
per cent. on non-British cotton textiles after frankly stating our corclusioms we should
desire to put our oatefully considered views before the Legislative Assembly with
whom the final decision must rest.”

8ir Joseph Bhore speaking on the Indo-British Ttade agreement said:

“The oconclugions of the enquiry of the Tariffi Board ure to be our conclusious
atid if the substantial level of protection is to be reduced, it is the Legislature that
will reduce the level of protection.”

The present Commerce Member, 8ir Muhammad Zafruliah Khan seid
with regard to the Ottawn Agreement:

,“Having regard to the proceedings that have been taking place previously in von-
nection with the Qttawa agreement and having regard to the undertaking given by the
Government, that the House is responsible so far as the question of tiis trade ugree-
meut ig concerned, and that the {overnment is responsible to the House with regurd
to this trade agreement in a sense that the Government have undertaken that in
case the House comes to a decision after reviewing the working of this agreement for
the first threc vears that the ngreement is not in the interests of India and if it calls
upon the Government to give notice of termination under Article 14, the Government
would be bound to give such notice.”

I hope, Sir, that the final verdiet in this respect will rest with this
House and that whatever we decide would be given effect to, 8ir, T oppose
the Resolution moved by the Honourable the Commerce Member,

Bir Bryce Burt (Government of India: Nominated Official): Sir, I feel
gure that if one examines this agreement impartially from an agricultural
noint of view, one will be struck hy the fact that India has obtained a
larger range of preference than in the Ottawa Agreement, but at a smaller
cost in the way of reciprocal preferences. We have retained practically
everything we had before and we have made several valuable additions.
There js very substantial improvement in the raw cotton arrangement,
improvemnents under linseed and under groundnuts, & guarantee of the
continuance of tobacco preferences with an undertaking to  assist the
marketing of Indian tobacco in the United Kingdom.
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Sir, if I may first of all say a word about cotton, I think no Honourable
‘Member of the House will deny the fact that the Indian cotton grower
-does need assistance at this juncture. Moreover, he needs it quickly. If
we look at the course of worfd production, there is the fact that Ameriea,
in 1987, produced a crop of 18 million bales or about 1% times the world
.consumption in a full year of American cotton. Apart from that, the
Russian production has gone up since 1931 from 1,850,000 baleg approxi-
.mately to 8,782,000 bales in 1937-38. That is a new factor. Brazil’s pro-
duction has gone up in the same period from 575,000 bales to 2,282,000
bales. These are two new competitors in the world's cotton inarket at a
time when we are faced with the biggest stock of American cotton that the
'world has ever known. The reason why I quote these figures is that 1
feel that whatever we can do for the Indian cottdn grower we should do it
.and that very quickly. Apart from the world surplus of cotton we are up
.against another danger and that is the substitution of artificial fibres for
-cotton. We know that this is taking place in Japan, so far as goods for
home consumption are concerned, and we do not know how permanent
that change may be. We know that it is taking place in Italy and in
Germany. In other words, our old outlets for raw cotton are gradually
-diminishing. Now, 8ir, the United Kingdom undertakes in this agreement
three distinet things; first of all, to use all efforts in co-operation with
-commercial interests to stimulate the consumption of Indian cotton in the
United Kingdom, in all possible ways—including technical research, com
mercial investigation, market liaison and industrial propaganda. That,
in short, means the continuance and development of the organisation which
has been successful in the past. Secondly, there is a new undertaking
‘to devote special attention to encourage the consumption of Indian short-
staple cotton; and thirdly, we have the new cotton link clause under which
-the United Kingdom must take certain specific quantities of cotton. Now,
Sir, one word about this organisation the continuance of which we have
-gecured, I really look upon that as the most important part of the whole
cotton Article, because as a result of that organisation, set up in 1983, the
consumption of Indian cotton in the United Kingdom, whether the parity
‘has been good or has been bad, has gone steadily up.

Mr. M. 8, Aney: Last year it had fallen.

Sir Bryce Burt: Yes: in the calendar year 1987 the United Kingdom
imported 577,000 bales and in the calendar year 1938 it was 486,000. Now,
Sir, it is perhaps not well-known that the organisation set up in the United
Kingdom cost the English cotton trade a considerable sum of money, not
one penny of which was met by India; it was met entirely from United
Kingdom trade funds. A special Indian Cotton Commissioner was appoint-
ed and the two gentlemen, who occupied that post in turn, were both
men with long commercial experience of cotton in India. They spent
part of their time in this country and part of their time in England going
round and seeing spinners, explaining to them how to use Indian cotton
to better advantage and what kinds of cotton would suit particular pur-
poses. At the Shirley Institute, which is maintained by British Industry
Research Association, work was carried out on all sorts of technical pro-
blems connected with the use of Indian cotton in manufactures for the
United Kingdom market. Different mixings, different methods of spinning,
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different machinery, the behaviour of Indian cotton when it was dyed,
blenched and finished,—all these technical details received the attention
of ‘this institute and spinners were kept posted with the results from month
to month. Finally, on the Indian Lancashire Cotton Commiftee there was
representation of every one of the Lancashire cotton interests—ineluding
the merchants, who, in the present state of organisation of the Lancashire
cofton industry, are an essential link in the chain, As a result of that
teain work we have seen the progressive increase in the use of Indian’
cotton in the United Kingdom to which reference has already been made.

‘Now, Sir, the second clause is a new one. Tt is not a quantitative'
undertaking but it states that special attention will be given to encouraging’
the'use of short-staple Indian cotton. That result can only come by re-
search, investigation and propagenda and the supply of information to
mills. 1t means, in many cases, that the mills have got to change their
methods of working entirely and very often it means a change of machinery,
It is impossible to expect that any mill could state that it will take so much
ootton of short staple. Indian mills themselves eould not say that—with
all the knowledge that they have of Indian cotton. '

Now, Sir, if we look at the details of imports of cotton in the United
Kingdom it will be seen that practically the whole of the eotton under
7/8th inch staple, 294,000 bales, in 1938 comes from India. The next big
class is 2,280,000 bales, which is cotton of 7/8th inch to 1} inch in staple,
and includes 783,000 bales which I can identify as Uganda, African, Egyp-
tian and Brazilian—all cotton which is far longer in staple than anything
we produce in India. Then on top of that you have roughly half a million
bales of over 1} inch staple. 8o, it is quite obvious that it must take time
to develop the use of Indiun cotton, and the orgnnisation; which is. nlrendy
doing it successfully, is T think the best way of pushing more short-staple
Indian cotton into use. It is important to see the progress which has
been made already. In 1937, the United Kingdomn took 345,000 bales of
short-staple cotton, i.e., cotton under 7/8th inch, as compared to' 232,000
bales of medium staple cotton. Now, 8ir, it is sometimes said that, owing
o the different way in which we measure staple in India and in the United
Kingdom, this is not all really short-staple Indian cotton. But the Indian
Central Cotton Committee have published figures which show that this
offtake is almost. entiraly of the truly short-staple, i.c., Bengals, Oomras,
Khandesh, ete. Only a very small quantity of it. is cotton that tremnbles
on the 7/8th inch line. Already oonsiderable progress has been made in
increasing the use in the United Kingdom of the shortest staple cotton.

If T may turn to the cotton link clause, and the quantities of cottor
which have to be taken in order to fulfil the agreement, the first thing that
strikes one is this that one must compare. like with like when uring sta-
tistics. "When we are considering the guaranteed minimum we must com-
pare it with the absolute minimum of previous years. Speaking this
morning Mr. Satyamurti asked what quantity of Tndian cotton  the
United Kingdom would take in the ordinary way of trande, quite aport from
any ngreement. The answer to that, I think. cun only be found in what
has happened in the past. The quantity would probably be between
130,000 bales and 260,000 hales. That is the record of the pre-Ottawn
five years or so and that is what we may expect in the:ordinary course of
trade, the quantity each year depending on paritv. The link figures repre-
sent the absolute minimum to be taken if the United Kingdom is not to
suffer penalties. Whether the parity: iz good or whether it is bad, whether

n
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the season is good or whether it is bad, whether prices are high or low,
whether the average quality of Indian cotton is good or bad, these quan-
tities have to be taken. When there are penalties attached you will see
these are not unreasonable figures to' take. The operative figure in this
agreement is 750,000 bales because clause 8 is the clause which will give
Lanecashite the greatest benefit. They are out to try and increase their
export trade of cotton piecegoods and I am quite confident it will: be the
upper figure that will be aimed at and not the minimum below which they
incur penalties. A good deal has been ssid about Lancashire taking a
million bales of Indian cotton. I believe myself that given time, given the
continuance of the organisation that is in existegce, that increase might
take place and that it will take place. The Centrul Cotton Committee is
quoted a8 having said that Lancashire con easily take nine lakhs of bales.
Well, 8ir, I happen to be the President of the Central Cotton Committee
and that statement was never made in any meeting of the Committee. Ft
was a calculation supplied by the Seceretary of the Commitiee at the request
of one of the unofficial advisers, bused on the amouni of yarn under 20
counts manufactured in the United Kingdom in a particular year. And
one of the unofficial advisers’ own comment on it,—1 remember it quite
well,—was that sometimes one had to use even Egyptian cotton, for 20s
counts. We cannot base anything on that opinion. '

'Sir H. P. Mody (Bombay Millowners' Association: Indian Commerce):
What does the Indian Central Cotton Committee say about this particular
provision? What is its view? ' : T

8ir Bryce Burt: The Indian Central Cotton Committee made no re-
commendation. ‘I wanted to explain that there has been no such thing
as an official recommendation on the committee on this point.

I myself feel that the undertaking to increase the United Kingdom
consumption: of Indian cotton to the greatest possible limit. is what really
matters.

‘Now, to come back to the cotton link. As T have suid already, if one
takes the minimum figure, one must compare it with the previous minimum.
The previous minimum is about 1} lakhs bales: that is what you can expect
to get without this agreement. Cotton is not the only important agricul-
tural export from India, but betore I leave it I would like to make one
other point. Mr. Satyamurti, this morning, and another Member, this
afternoon, compared the quantity of cotton to be taken by the United King-
dom with the quantity taken by Japen under the Indo-Japanese Trade
Agreement. There are two very big differences. I was connected with the
first. Indo-Japanese trade negotiations :and I well remember the circums-
tances.. We made that link then because Japan had boycotted Indian
cotton completely. Contrant that position with that of a country which
for the last five years has done it best to increase Indian cotton econsump-
tion. Secondly, Jupan takes praetically nothing in the way of agricultural
produce from India except cotton, whereas the United Kingdom takes a
large range of agricultural produets.

T would now like to refer to one or two of those products. The big. onil:
‘seedd group which is now fifth in the list of our exports deserves attention.
The aroundnut preference has proved, during the last three years, not
‘mérely to he an insurance preference but to be a really active wand valuable
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proference. Here are’ the figures: the United Kingdom provides a -growing
market for groundnuts and takes the bulk of its supplies from empire
countries. India has the largest share, 63 per cent. of the whele -in 1036,
56 per cent. in 1837, and 80 per cent. in 1938. The actusl quantitios
tuken from India during those three years were 110,000 touns, 138,000 $ons
and 253,000 tons respectively, compared with 90,000 tons in 1985. In
1935, we were uncertain whether that preference was really working well
and the unofficial advisers in their first report drew attention to the fuct
that the soya bean duty had not been in operation long enough to show
whether it would be valuable or not. The duty on soya bean, an oilseed
which the United Kingdom obtains mainly from non-Empire sources has
proved of value. It has sent up the total imports of groundnuts mto the
United Kingdom and the figures I have just given show roughly speuking
that imports from India are now three times whut they were in 1985.
‘The soya bean duty has now been scheduled under the mgreement, so we
have that important protection for the future. Then the drawback on
groundnut oil is, as the Honourable the Commerce Member remninded us,
to be withdrawn, further fortifying this preference. This preference from
the agricultural point of view has improved. :

Mr. Deputy President (Mr. Akhil Chandra Datts): The Honourable
Member has got two minutes more.

Sir Bryce Burt: Groundnut is an expanding crop; it is an important
cash crop and it is a crop which helps to maintain soil fertility especially
when grown in rotation with cotton, and, therefore, anything thut we can
do to encourage a larger export of groundnuts is to the benefit of our agri-
culturists; I would like to ‘point out that, in addition to this quuntity of
groundnuts, the United Kingdom has also given us a preference on ground-
nut cake which works out to a preference on about another 400,000 tons of
groundnuts, if we convert exports of cake into terms of seed. The oi] is
used in the country beéause, as you know, the manufacture of hydrogenat-
edkoils is incrensing and there is a bigger outlet for oil than there is for the
cake. ' o e :

Now, we come to the next important oil seed, linseed. Aguin here is a
preference which has steadily increased in'value. There has been only one
temporury set back, namely, in 1985. In 1936 the United Kingdom’s
imports were 222,000 tons from India out of & total of 278,000 tons; in 1937
they were 192,000 out of 286,000 tons; and in 1988 they were 228,000 tons
out of 276,000 tons. It is of interest to note that during the present ship-
ping season, that is from April, 1938, to the end of Fabruagy this year.
India has practically monopolised- the English market for linseed. 'The
United Kingdom has taken 251,000 tons from India in that time and only
12,000 tons from Argenting, completely réversing the position of 1982.

Si ee that my time is going and I will not attempt to deal with
anyb:rﬁ'ori :ommodit-ie':. I would simply say this. After a very long expe-

rience of Indian agriculture I do feel that this agreement is immensely in
tl::l interests of _tzgr Indian cultivator and worth a very considerable sucri-

fice, if indeed any sacrifice be involved.
. (Sir Abdul Halim Ghuznavi and Mian Ghulata Kadir
Shahban stood up to spesk.)

Muhammad

p2
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_Mr, Deputy President (Mr. Akhil Chandra Datta): The Chair is prepared
to give & chance to either of these two gentlemen, Sir Abdul Haliny Ghuz-
navi and Mr. Shahban. .

An ﬁmable Member: Tt is for you to choose.

. Mz, Deputy President (Mr. Akhil Chandra Datta): It is certainly for
the Chair to choose, but at the same time the Chair wishes to make it.
clear that all Parties should go by the list they have handed over to the:
Chuair.

Mian Ghulam Kadir Muhammad Shahban (Sind Jagirdars snd Zemin-
4P dars: Landholders): Sir, when any measure adopted by Govern-
N ment is generally opposed either as a4 matter of fashion or convie-
tion to support that measure appears like playing the part of a. Government
apologist. In purely political matters it may be permissible to.sacrifice tha
cold neutrality of an impartial judge to the demands of general prejudice, but.
the analysis of economic questions requires the scientific dignity of an
ethical neutrality. The Indo British trade agreement hag been attacked ag
is but natural on the ground of there being a considerable divergence of
the terms of the agreement from the proposals of Government’s non-official
advisers. Every agreement is in essence a compromise between extremes,
for a similar divergence will be found to exist between the tevms of the
agreement and the original demands of the British Government. The
fact of this divergence therefore can hardly be. accepted as a convincing
argument for rejecting the agreement. More urgent than that however is
the concentration of criticism on the cotton .article. : In general terms the
complaint is that whereas the advantages to the United Kingdom have
been given definite quantitative values, the advantages derived by India
are merely qualitative and as such may never materialise. In the form
in which the agreement is made the complaint is intelligible, but not justi-
fiable, for, a close examination of the terms reveals that gains and sacrifices
are reciprocal and the United Kingdom in its self-interest has the incentive
to increase the offtake of Indian cotton.

_ [At this stage, Mr. President (The Honourable Sir Abdur Rahim) re-
sumed the Chair.]

Thus the United Kingdom in ifs efforts to have the duty on printed
cotton piecegoods reduced to 15 per cent. or 12} per cent. as the case may
be must strive to buy as mich as 7§ lakhs bales of cotton. On the
other hand the United Kingdom imports stand to suffer as:a result of the
failure of the United Kingdom to absorb less than four lakhs bales in
1939 and 1940 and less than 44 lakhs bales in 1041, The penalty for this
failure is an increase in the basic duties. Thus we may be sure of an
ofttake of at least lakhs bales by 1941. Tt is unfortunate that the
increase in the basic duties resulting from the above failure is not specified.
The same objection is applicable to the case in which our imports of British
textiles exceed 500 million yards. But if Government could give an under-
taking that the opinion of this House would be consulted in case the raising
of basic duties becomes necessary, public opinion would, T am .sure, be
assured. To me, Sir, it appears that the prospect of Indian cotton im
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the immediate future is no less favourable than the retrospect of ite imme-

diate past. For consider the export of cotton to the United Kingdom
since 1933-84,

842,000 bales in 1983.34

847,000 ., 1984-85
456,000 ', '1935.3¢
610,000 1986-87

895,000 ,,  1987-38,

giving an average of 480,000 bules per annum for the last five years. In
the present agreement we are assured of an immediate minimum offtake of
4 lakhs bales rising to 44 lakhs in 1941 with every prospect of further
increase. It is unflir to compure these figures with the maximum offtake
of 810,000 bales' in '1986-37 and lament the reduced purchases. The
minimum offtake of cotton by the United Kingdomn by 1941 will exceed
the average offtake between 1938-84 and 1937-88. This is a real advantage
which the country cannot afford to under-estimate. It acquires moreover
@ particular significance when we take into account the fact that the offtake
©of our cotton by the principal consumer of Indian cotton, J apan, in 1937-88
declined by as much as one third compared with the average offtake in
the three years 1984-85 to 1986-87. This emphasises the urgent necessity
«f our securing an expanding market in the United Kingdomn. The position
of our cotton is vulnerable and the terms of the agreement constitute the
best defenee of this position in the circumstances. How can then the
-contention of the Committee of the Indian Merchants’ Chamber in their
4elegram to the Commerce Department, dated the 24th instant, that the
element of a fuir quid pro quo is mainly lacking in the new agreement be
accepted?

Just as the advantages to Indie have been under-estimated, the advan-
‘tages to the United Kingdom have been exaggerated by the opponents of the
agreement. The Agreement enables the United Kingdom to export cotton
Piecegoods to India in amounts the minimum of which, namely, 350" million
yards is just below the average of the years 1984-85 to 1987-88, i.e., 870
million yards and the maximum of which, namely, 500 million yards is
below the figure for 1934-85 by 15 million’ yards.. How then can it be
maintained as has been done by the Committes of the Indian Merchants’
‘Chamber that ‘‘The offtake of cotton stipulated for the United Kingdom is
even less than what has been the normal figures in recent years while ti}e
minimum import of cotton piecegoods is much more. than the normal in
Tecent years’'? Evidently, Bir, the term “‘normal’ with reference to
export of cotton means the vear in which this export was at its maximum;
ond with reference to imports of piecegoods, it means thg yesr in which
the imports wers at their minimum. This terminological inexactitude,
‘Bir, is hardly conducive to an analysis of the intrinsic virtues of the agrea-
ment. I am not suggesting that we should be grateful to the United
Kingdom. The question does not arise hecause the exchange of.nbhgutmns
and favours is mutual. Looking at the agreement from an antl.rely selfish
point of view, T conclude that at'the worst we are not penslised in any way
and at the best the position of cotton has been strengthened and the
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number and walue of preferential items on the import side considerably
reduced leaving unaltered the existing preferences on our expotts.

1t will be seen that in some respects the new agreement constitutes a
striking improvement on the agreement which has preceded it:

(1) The preferences granted to India cover 82 per cent. of India’s.
export to the United Kingdom and the Ottawa Scheme of preferences re-
mains substantially unchanged. On the basis of a three years average,
the value of trade with the United Kingdom in preferred commodities is
Rs. 44,89 lakhs.

(2) The import preferences have been greatly reduced and only 16 per
cent. of imports from the United Kingdom are subject to preference under:
the new agreement. ~On the basis of 3 years average the value of the trade
in preferred commodities is Rs. 16,54 lakhs in 1985-36. The number of
preferential tariff items has been reduced from 106 to 20 on which only
one item, namnely, motor cycles, is new. The preferences are confined to-
products which do not compete with Indian manufactures and the margin
of preference is sufficiently low to permit the continuance of foreign com-
petition.  The object is to keep prices at a reasonably low level so that
the interests of the consumer may be fully aafeguarded "Moreover, the
agreement only guarantees a margm of preference and there is nothing to
prevent Government from raising the level of duties in the interests of the
revenue or of Indian industries.

(8) The provisions of the Cotton Article constitute a departure from the-
old agreement. = The duty on United Kingdom piecegoods has been reduced
but (a) there is a maximum yardage limit to imports from the United
Kingdom and (2) a stable market has been secured for Indian raw cotton.
A ‘concession of great importance has been obtained for the Indian cotton
grower without jeopardising the interests of the domestic industry.

(4) The preference secured on groundnut and linseed under the Ottawa
agreement was to some extent nullified by the drawback concession allowed
in the United Kingdom. This concession has now been withdrawn from
groundnut, and has been substantially modified in the case of linseed.
The value of this important preference has thus been greatly enhanced.

The question mayv be raised whether the new scheme of preference is
of substantial value to the Muslim community. Tt is difficult to apply
such a oriterion to this agreement, as no clear distinction can be made
hetween the interests of ope. uommunal group, and another. . Thus the
prcference on exports, €.g., oil seeds, rice, vegetable oils, ete., w:ll benefit
all producers whether Muslim or non-Muslim. There ‘are certam prefer-
ences, however, which are of special value to Muslinia.as they have s
larger share in the production of these commodities. A summa.ry of such
preferences is given below.

1. One of the most valuable export; prefaranoes is that on jute manufac-
tures. The value of export to the United Kingdom in 1987-88 was Rs. 2,7¢
lnkhs. This preférence will not vnly benefit the millowners who are mainly
non-Muslim, but also’ the Muslim' agriculturists. of Bengal and Assam.

2. Another 1mportan1. export preferenca is. that on woollen carpets zmd
rugs. Fxports to the United Kingdom are expanding and the trade in
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1987-88 represented a .vslue of Rs. .76 lakhs. As the'great majority of
carpet makers are Muslims, this preference is of special value to the Muslim

community.
8. A new preference has been secured for raw goat sking and chrome

legther and the old preference on leather, dressed and undressed, has been
renewed. The value of exportd to the United Kingdom in 1937-38 under

each head was as follows:

Raw goat-skins Rs. 96 lakhs.
Chrome leather Rs. 58 lakhs.
Hides and Skins tanned Rs. 5,98 lakhs.

These preferences will benefit all communities, 'but_,, as is well known,
Muslimns have a special interest in this trade,

4. The market secured for raw cotton under the Cotton Article is likely
to increase the demand for fair staple cotton, the bulk of which is grown
in the 8ind-Punjab cotton ares. The provisions of this Article will greatly
:.}eneﬁt the agriculturists of these provinces the majority of whom are Mus-
ims.

Mr. B; Das (Orissa Division: . Non-Mubhammadun): My Honourable
friend, Sir Bryce Burt, who periodically makes his appearance in thia
House as the agricultural expert, spoke on behalf of the agriculturists for
some time, but his allegiance was divided between the Lancashire munu-
facturers and the Indian agriculturists, and, in the end, he gave his casting
vote to the Lancashire cotton manufacturers. He was eulogising the
fact that Lancashire has agreed to buyv 500,000 bales this year and increase
the same. to 750,000 bales, but he himself quoted figures from which it
sppeared that Luancashire has already exceeded that limit of 500,000 two
years ugo, and in the end he challenged my Honourable friend, Mr. Satya-
muzti, and said that if the agreement is denounced then Tancashire will
confine its consumption to 125,000 bales. Let Lancashire do it.  The
conelusion T draw from Sir Bryce Burt's speech is this that he eulogised
the Indo-Japunese trade agreement as giving a fillip in order to give his
blessings to the unholy Indo-British Trade Agreement which we are now con-
pidering.. 8ir, I was one of those who opposed tooth and mail the unholy
Ottawa Pact which has brought India to its present humiliating position.
India does not want to be tied down to the chariot wheels of England in
pverything, particularly, in the matter of trade agreements.

‘My Honourable friend, 8ir Muhammad Zafrullah Khan, concluded that
the present agreement does not affect wheat, so also my friend, Mr.
Shahban. . My Honourable friend, the Commerce Member, enthused as if
he has secured something very bright for India, and yet he pleaded that
wheat,—which was grown in very large quantities in the Punjab and 8ind,
over which he brought a Bill last year and put an,extra tariff so that Austra-
lian wheat could not came into the 1];:10d,1};nn poréos-:;hd hr:;gt needf _at:;ly pre{errt;nc?
in, the United Kingdom. T was ing in e figures of the export o
?‘heatlint.o th‘i. Unif;id Kingdom and T found that in 1087-88 United Kingdom
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imported from India 290,000 tons, Indin expoited to Germany, 146,000
tons; the total exported from India was 459,850 tons. In the previous
year 1936-37 it was 231,500, and in 1935-36 it was 9,500 tons. I ask the
Honourable .the Commerce Member and also the Agricultural Expert and
adviser of this House and the Government of India, Sir Bryce Burt, why
the Government of India did not put in a speeial c¢ose for wheat. = Tt is
only from these documents that we are provided with, that we knew that
the United Kingdoin and the United Stales of America have entered into
an unholy pact as régards wheat in the new Trade Agreement. Did the
Commerce Member take this House into his confidence that the (Government
of India had been a party to this that the preference on wheat should be
abolished, also that'the preference on rice should be: reduced by a third?
Everything was kept secrel.  But if one got foreign journals and went
through them, one would have found details of this trade agreement and
that the United Kingdom and 'the United States of Anerica had entered
into a pact in November, 1938. I would like to ask the Commerce
Meinber one question, whether the Government of India has got independ-
ence to negotinte trade agreements with any foreign country.  It'has not.

The Honourable Sir Nripendra Strcar (Leader of the House): Mor:
independence than you have got in vour eamp.

Mr. B. Das: There is no need of the Commerce Member feeling eloquent
and waxing eloquent and saying that 1 have secured the hést bargain by
this Indo-British Trade Agreement, because the United Kingdom controls
every trade agreement {hat India is bound to enter into with anv foreign
country.  And yet the Rerolution that this House passed in 1936 wanted
bilateral trnde agreements, and it was also in line with the recommenda-
tion of the joint note which you, Sir, and Mr. K. C. Neogy appended to the
report of the Assembly Committee in 1984. The Government of India has
no power to negotinte any trade agreement witk any foreign country
unless United Kingdom sanctions it, and vet when T was going through
Article by Article of this trade agreement, T found that Burma’' was ex-
cluded. Mav I know why it is excluded? TIs not Burma a possession of
the British Empire? It may be a protectorate if it is not & colony. Why
is Burma excluded from this, and why does it foreshadow trade relations
with all the British Dominions nnd British possessions?

Sir Abdul Halim Ghusnavi (Dacea  cum Mymensingh : Muhammadan
Rural): You will have a separate trade agreement with Burma.

Mr. B, Das: The Tndo-Burma Trade Agreement is going to ‘expire in
March next. This House has alreadv passed o Resolution that it should
be ended. Because Burma is the Kalimpong Home of the British Empire,
just as we have to give a subsidv to Anglo-Indinns, we are giving a subsidy
of 8} crores to Burma, so that Burma can be exploited bv Britain and
thereby the Burmsa Government has a surplus hudget and our Finance
Member a deficit budget. If 8} crores be added to our budget, it will
increase the invisible and visible prosperitv of this country. Yeét, not even
the non-official advisers have said a word ahout Burma. Why have thev
mentioned Cevlon? Whyv should Cevlon and Burma: be treated’ differen-
tially? “While South Africa enters and can enter into 'a trade pact with
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‘Germany, over the head of England or with any other country—and it has
veceived the most-favoured-nation treatment under this ngreement—it does
wot consult the Commerce Member when it negotiates a treaty with
another country. When Canada writes a note to the' United States of
-America does it consult my friend, the Honourable the Commerce Member?
Why bring in these Dominions into these trade agreements, when thev do
mot core for India and India is treated as the bond slave of Ingland.

The Honourable Sir Muhammad Zatrullah Khan: Ius the Honourable
Member :been contending that the Dominions are also parties to this trade
acreement ? '

M, B._.Bll: - Yes, indireébly they are under the most-favoured-nation
clause. Some of these schedules will: apply to the Dominions and-Colonial
Possessions. o Lo

The Honourable Sir Muhammad Zatrullah Khan: Colonies, yes. -

Mr. B. Das: Mav T ask the Honourable the Commerce Member how
many agreementg he has entered into with the Dominions after the Ottawa
Agreement? Did you enter into any agreement separately?

- The Honourable Sir Muhammad Zatrullah Khan: The Honourable
Membér and some of his colleagues have been putting questions to me on
this “subject. There is an arrangement with South Africa. There are
conversationd awaiting with Canada. ~ Tf it is the Honournable Member's
point that India cannot enter into direct negotiations with the Dominions,
that is absolutely and entirely wrong. '

Mr. B. Das: In theory you have got that right, but . . .
The Honourab’e £ir Muhammad Zafrullah Khan: No. It is a fact.

Mr. B. Das: My Honourable friend will lay down the Commerce port-
folio in a fortnight’s time, but during the last five years the Government
of Tndia have not entered into any agreement with any of the Dominions
and vet the Dominions have gone over the head of the United Kingdom
and entered into agreement with foreign nations. It is no use saving that
linsced and chrome leather have got half a per cent. advantage. ' Indin has
been treated as a slave, We want the freedom to think and enter into our
own trade agreements.. We have lost most of our foreign.murkets.. Tf
there were no Ottawa Agreement which was the creation of my friend, Sir
Abdoola Haroon and other Knights of Ottawa, we-would not have lort _our
trade with Germany, France and Belgium. The Honourable the
Commerce Member may say: ‘What is the use of tal.king?_- England is
buying more’; My answer .is that the Government of Indis have been
trented ns a slave,

When T was listening to the Commerce Member I felt that he treated
us like the neglected harem in & Maharajah or & Nawab's palace. When
the Maharani comes anew he gives a present.of Rs. 5,000 per nenser.
Later on when- five ~thousand. women. enter the harem, they are all
pengioned off with Rs. 20. I have heard four or five Commerce Members
and thev have all said:. - ‘You have got this and that’. Sir, we are not
satisfied with that.- We want freedom to think this matter for ourselves.



2874 LBGISLATIVE ASSEMBLY, [27ma Marca 1989.

{Mr. B. Das.|

You do not allow even commercial magnates like Sir Homi Mody and
8ir Cowasji Jehangir to think freely and the Government even accuse
the Federation of Indian Chambers of Commerce, when they express their
views on the question of trade and commerce of India. As regards the
non-official advisers may I ask why their recommendations in paragraph 28,
page 7 of the 1988 report were not given effect to about the invisible export
and the invisible balance of trade. They suggested that Indian insurance
sompanies, Indian banking and Indian shipping should get eertain facilities.
British shipping experts, while they talked of bilateral agreements with
Dominions, talked of the trade being carried in British bottoms. Have
the Government of Tddia at all addressed themselves to this question? 1If
8o, what is the reply? T find that non-official recommendatiofis have been
turned down. Why should not Indian insurance cempsanies -hendle the
trade insurance between the United Kingdom and India? Why has not
Indian banking received its due share of bills of trade? It has also been
mentioned that Indian firms and merchants should have equal opportunities
of admission to the commercial bodies in London. Nowhere has the Board
of Trade treated the Government of India as an ' equal in. these trade
negotiatione. The Honourable the Commerce Member tells us that if we
meake any change in this trade treatv, then the tgeaty goes. Nowhere in
these documents is mentioned anything about the advantage United
Kingdom gets from the ratie. In 1981, the rupee was linked to sterling
and thereby this United Kingdom trade in India got 35 per cent. advantage.
That advantage through the ratio is nowhere mentioned in these docu-
ments. The Government of India have been servile and supine in this
matter. Nowhere has mv Honourable friend. said that he has got th
ireedom of trade with foreign countries. Germany, ltaly and Japan h
their exchange restrictions. What did the Commerce Department do”
What did the Government of India do to fight with those countries about
these exchange restrictions? T have tried to show that there is no chance
of ddvancing India's trade with Ueited Kingdom. T shall speak one word
to the European group. Mv friend, Mr. Aikman. talked of barguins,
guarantees, international trade agreements and so on. Sim, when mp
friends have got evervthing, thev talk of international agreements and they
talk in international terms. My friend advised us to be internalional in
outlook and then we can get everything. He told us that this is a satis-
factory trade agreement. We think otherwise and our position is that we
must oppose this agreement.

Mr. N. M. Joshi (Nominated Non-Official): Mr. President, I do not
wish to go into the details of the trade ngreememt: T shall onlv deal with
some general considerations. I feel that India is at a disadvantage at
present from the political and constitutional point of view in negotinting
any treaty with Qreat Britain, and I feel that that disadventage provides
objections to our approving a treaty being made with Great Britain unless
the advantages given to us are so outstanding and special that we mav be
persusded .to waive those objections. B8ir, the Government of India dre a
subordinate Govermment under: the-authority of the British Gowernment.
The -Government of India are not:free to negotinte a treatv. It mayv be
said that on this oceasion the British Government.have not used their
asuthoritv over the Government of India. But we do not know! whether
they have used their authoritv or not. I. therefore, think that we cannot
esenpe a feeling that the Government of India in negotiating this treaty.
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may not have obtained the best terms from the British Government.
Similarly, Sir, it may be said that this treaty was negotiated by an Indian
Member. of the Executive Council, assisted by an Indian member of the
Secretariat. Here again the Government Honourable Member in charge
of the Department is no doubt an Indian and I have no doubt that he is
very patriotic. At the same time we must remember that he is a Member
of a “United’’ Government. There is a joint responsibility within the
Government of India. )

An Honourable Member: Is there any responsibility ?

Mr. N. M. Joghi: They are responsible to each other in any case. There
is 8 joint responsibility in the Government of India. The Honourable
Member might have done his very best, but we do not know whether his
colleagues have not come in the way of his securing the best terms he
could have got from the British Government. It may.be said, on aceount
of this peculiar position of the Government of India and of the Honourable
Member who negotiated this treatv, that the Honourable Member took
8 body of people as his advisers. Sir, I thought that the Government of
India did not believe in the patriotism of big business, but somehow or
other they were persuaded to take as their advisers men onlv from big
business. Leaving aside the fact that the hig business men do not form
the whole of India and thev do not represent the whole of India, althouzh
the advisers were consulted by the Government of India, thev are not
prepared to take the advice of their advisers. Well, Sir, I would also like
t0 examine the position of the Legislature ih this matter. The Govern-
ment of India no doubt have placed this agreement before the Legislature:
ag they did on some other occasion for discussion but the Government of
India have never promised that they will place all the trade treaties before
the Tegislature for their approval and that thev will abide by the decision
of the Legislature. When it suits the Government of Tndin to place the
agreement before the Iegislature, thev do so; when it suits them to say
that théy will abide bv the decision of the ILegislature, they do so. But
m 1985, the Legislature refused its approval to a trade ngreement with
Great Britain. The Government of Tndin, however, all the same ratified
that agreement. Similarly, the voice of the Legislature does not prevail
with the (Gfovernment ‘6f India in many importunt matters. When they
ought to consult thé Legislature thev do not consult it. We remember
that two vears ago the Tarifft Bonrd recommended a reduction of duties.
The Government of Tndia should have placed their proposals hefore the
Legislature. The Government of India used their power to cive effect t6
the proposals of the Tariff Board without consulting the Legislature. The
Legislature decided that the Ottawa Agreement should be terminated n
six months’ time. The Government of Indin, however, kept the Ottnwa
Agreement in existence for three vears. Bir, the Government of Indin also-
possess the power to legislate against the wishes of the Legislature. They
may approve of a trade agreement today, but is there any guarantee that
the Government of India will not do anvthing without the consent of the
Legislature? Further prefercnces mayv be given to Great Britain,

. ‘While the Honourable Member in charge of the Department was nego-
tiating g ‘treaty with Great Britain, perhaps when he had negotiated a
treaty, his colleague the Honourable the Finance Member imposes a beavy
duty on Indian cotton thus changing the. preferences given to Great.
Britain. That heavy duty on cotton certainly gave & sort of additional



2876 LEGISLATIVE ASSEMBLY. [27TH MarcH 1989.

fMr. N. M. Joshi.)

preference to Great Btitain. Sir, what is, therefore, the guarantee under
the present comstitution that, if we approve of this treaty today, the Gov-
ernment of India will not do something by which they give further prefer-
ences to Gredt Britain without consulting the Legislature? "Sir, under the
present constitutional position, unless we are quite sure that we are getting
outstanding and special advantages, we cannot approve of a trade treaty
with Great Britain.  Sir, from the political point of view also T feel that a
treaty with (ireat Britain is a disadvantage. I know if there is the greutest
objection to India’s ‘freedor in Great Britain, that objection’ vomes from
Lancashire. Luncashire objects to freedom being given to Indin because
Lancashire has got vested interests in this country-and in ‘order 4o protect
their vested interestd ‘they every time oppose India’s fréedom. Before
this treaty Lancashire was losing its trade. The Honourable Member
himself said that during the last ten months Lancashire imports into this
country have dwindled" d_rm;n_ to one hundred and seventy million yards.
Su': Lsﬁca'qhire ig losing its’ vested interests. - Is it right for us, from the
political point of view, to prop, up Lancashire’s trade in this ¢ountry and
enlga‘nue the vested interests of Lancashire in this country? From ‘the
political point of view. Sir, it is a sad mistake for India to further prop
up Lancashire’s trade in this countrv and allow vested interests to be
created whick will ‘go against Tndia’s freedom. a

Then, Sir, consider the agrecruent from the point of view of the
«conomic relationship that exists between India and Great Britain. India
is a debtor country. We have to pay every year to Great Britain more
than Rs. 50 crores. How is Great Britain going to take that money from
us unless Great Britain gives us trade? If Great Britain does mnot
give us trade, and if all the countries in the world try {o become us seli-
sufficient, how is Great Britain going to recover the money? Thersfore,
it is in the interest of Great Britain to give us trade whether we make n
treaty with Great Britain or not. If Great Britain does not teke our goods
in a few vears' time the stores of gold in India will be exhausted ; and how 18
Great Britain going to recover the money from us? India will become
bankrupt. Tt is to prevent India becoming bankrupt that Great Britain is
bound to take our goods. Moreover, we have also to remember the
nature of the trade which we have with Great Britain. Great Britain no
doubt takes our goods, but the chief part of the gaods counsists eithor of
food supplies or raw materials. As regards tea, mv Honourable friend,
‘Beth Govind Das, has told us that the competition within the tea industry
18 ‘much restricted on account of the internatienal tea agreement.. More-
over, is Great Britain going to levy a heavy import duty on tea which je
an article of food? I um sure the British Parliament is not going to allow:
its Government to levy such a duty which will increase the cost of food
for the people of Great Britain. Then, Sir, as regards the raw material,
the same consideration applies. Great Britain cannot increase its duty
on its raw material. So, to the extent to which Great Britain is bound to
take our goods, the duties cannot be increased. On account of these consi-
derations, [ examined this treatv and tried to find out whether Tndia is
going to get any special and outstanding advantages; as I have said. For
that purpose I examined the treatv which we have made with Japan and
compared it with the treaty with Great Britain. The figures have alreadv
been given that while Japan takes one million or ‘moreé bales of our cobton.
we import onlv 288 million 'vards of Japanese cloth in addition to nome
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million yards of fents. While negotiating a treaty with Grest Britain,
we are content with 600,000 bales which is the quantity of Indian cotton
that Great Britain will take. '

The Honourable Sir Muhammad Zafrullah Khan: 600,000 bales is the

minimum.

Mr. N. M. Joshi: That minimum is to be reached after some years and
not from next year. For 600,000 bales of cotton we are going to permis
Great Britain to import into Indis 500 million yards of cloth. Llf yeu
compare the trade agreement concluded with Japan with that of Great
Britain, it will be clear that we are giving very favourable terms to (ireat
Britain. It was said by my Honourable friend, Sir Bryce Burt, that
Great Britain takes our other goods. It is true, but Great Britain tukes
our raw materiuls and we too take British manufactured goods. Therefore,
if Great Brituin takes our raw material in return for the munulaciured
goods which we take from her, there is no special merit on the side of
(ireat Britain but we are giving them a speciul advantage. Therefore, il
this trade agreement is to be approved of by us let it be at least as good as
the trade agreement with Japan. I feel that judging this trade agreement
from the ‘point of view of our special political and constitutional position
and judging the merits of this agreement, it does not deserve to be approved
by the I.egislature. '

Mr. H. Dow (Secretary, Commerce Department): Sir, I do not
propose to roam over the whole field of this agreement, but to confine
my remarks almost entirely to a consideration of the advantages which
India is offered in respect of its exports #o the United Kingdom, and even
within' that restricted area, I propose to deal inainly with manufactured
or semi-manufactured materials, because Sir Bryce Burt has already
dealt with most of the agricultural commodities. There is, however, one
important agricultural cominodity with which he did not deal, because he
was shut out by the rigid application of the time-limit, and that is, manu-
factured tobacco. TPhe unofficial advisers in their report included un-
manufactured tobacco in the list of items in which they considered that
preference had been ‘‘of actual value to India’’. But they went on to say
that it could not be said that tobacco had gained any apprecinble ground
in the United Kingdom murket. Now, Sir, there hus been au very con-
siderable difference in the position of tobacco since the unofficial advisers
wrote that in 1987 and I do not think they would write that today. There
have been great improvements in curing methods here, aud also in market-
ing methods, and the preference on unmanufactured tobacco, which has
been retained under the new agreement, has now become really one of
the most valunble of our concessions. In 1985-36, the value of the
trade was 45 lakhs, and, in 1986-37, it was no more than 60 lakhs. I
the next| year the value of that trade had gone up to 75 lakhs, and, i
the ten months of 1988-89, for which we have figures, it has gone up to
not less than 133 lakhs. In addition, there is a special article (Article 5)
of the new agreement under which the United Kingdom undertake to nse
all their efforts to populsrise the use of Indian tobacco in Fngland; and
although, T suppose, there will be some who will say that it mhonlyfvls]r
pious hope, as they have said about the cotton clause, T _tbmk that full
reliance can be placed on it-and that it is an undertaking of very consi-
dersble value. a
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Now, 8ir, to go to other matters. 1 should like to acknowledge assist-
ance of a kind received from the lederation of Indian Chambers, whose
committee proceeded to give Government with very commendable prowmpti-
tude their views on the agreement almost as soon as it was publisned. I
am going to ask you, first of all, to consider this statement made by the
Federation, and as it was the only psrt of the whole of their statement
which was put in leaded type in the Hindustan Timcs, 1 think we wmay
rightly assume that a good deal of importance ig attached to this state-
ment in some quarters. The statement is a sfollows:

“‘The Committee wish to point out ome sigmificant aspect of the general preferances.
Under the present scheme of preferences the only cymmoditics in which India
secured effective benefit are chrome leather, woollen carpets and rugs, und jute maunme
factures. In respéct of all these commodities the changes in the new terms have
reduced the margin of preference enjoyed by them under (.he._. old scheme.'

This is the main charge against that part of the agreement and I shall
proceed to show you that there is not a single word of truth in it.

First of a]l, let us take the statement that the only commodities in
which India secured effective benefit under the agreement are chrome
leather, woollen carpets and rugs and jute manufactures. 1 do not very
much quarrel with this statement, because after all it is ‘& matter of
opinion, even if one may hold that that is a perverse opinion. But 1
want to point out that it is flatly contradicted by the unofficial advisers
themselves. If Honourable Members will turn to the second one of their
reports, which is dated the 8rd October, 1937, they will find that the
unofficial advisers give a list of 13 commodities, the total exports of which
to the United Kingdom amount to & crores, regarding lich they give
their opinion that the preference is of actual value to India, Further, they
give a list of 15 items, totalling 27 crores, with reference to which they
say that the preference has an insurance value. Last of all, there are
only 8 items, totalling less than one crore of rupees, regarding which the
unofficial advisers argue that the .preferences havq been of no special
advantage. Now, in the face of this opinion of the unofficial advisers
even, it seems to me astounding that the Federation should assert that
the only preferences in which India has secured benefit are these three
items, amounting to about 8 crores. Still, as I have said, that is a matter
of opinion even though the opinion be perverse. The Federation then
go on to say that even in these three items, the margin of preference
enjoyed under the old scheme has been reduced. Now, Sir, that purports
to be n statement of fact, and it is entirely untrue,

I will take these three commodities separately. TFirst of all jute manu-
factures. About our jute manufactures 1 heard today the astonishing
statement from S8eth Gowind Das opposite this was a thing in which India
had s monopoly. That I think :must have surprised ‘a great many Honour-
able Members of this House. What does the Federation say? They say
that the unofficial advisers recommended the maintenance of the present
preferential margin of 20 per cent. in this commodity. Nothing of the
sort. WHhat they recommended was the maintenance of the existing rates
of preference, and that is exactly what bas been mainteined. The exist-
ing rates are 15 per cent. on cordage; -tables, ropes- and twine Ard 20
per cent. on sacks and bags. [These dre the rates whith are being eon-
tinued under the new agreement. We are also continuing to get' the
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p;ivilqge of duty free entry, which, as the Federation says, does not change
India’s position in the United Kingdom vis-a-vis the United Kingdom
industry. Does India want a change? Obviously if there were a change,
it could only be a change for the worse. I do not suppose that even the
Federation' expect the United Kingdom actually to protect the imports
against her own menufactures.

Similurly the stutement thati the margin of preference on chrome lesther
bus been reduced is entirely without foundation. 1 might perhaps give the
history of this preference to the House. Before the Ottuwa Agreement,
there was hardly any finished leather sent by India to the United Kingdom.
In 1982 a duty of ten petr cent. was imposed by the Import Duties Act
on foreign finished leather, and by a Treasury order a little later the duty
was raised from 10 per cent. to 16 per cent. India by virtue of the free
entry - clause - under the Ottawa Agreement got this preference, an
unscheduled preference of 15 per cent. which was in no way gudranteed tc
hér. 1In 1088, on representations from British' hanufacturers of leather,
the duty on foreign chrome leather was raised to 80 per cent. &Still as a
result of India’s position under the free entry clause, India got, the additional
preference, so that her unscheduled preference actually becume 80 per
eent. That is the position at present. At present India has an unscheduled
preference of 30 per cent. on chrome leather. Now under the new agree-
ment, 15 per cent. of that preference is scheduled, and cunnot be taken
away. But she still enjoys the whole of 30 per cent. preference. So,
so far from India having lost anything, India has improved her position
because half of the preference which she at present enjoys becomes a
scheduled preference which is guaranteed to her. It has been of wvery
great value to India. The pre-Ottawa imports of chrome leather into the
United Kingdom were in value under two lakhs of rupees. The trade
had always remained almost entirely in the hands of Germany, Austria
and Czechoslovakia, and that trade is now-almost entirely in the hands
of India, and has already reached the figure of 58 lukhs.

Now I will tuke the remaining urticles, carpets and rugs.  Here agsin
the statement that preference has been reduced is entirely untrue. In
1982, the preference on woollen carpets and rugs imported into England
was 10 per cent. duty and India was entitled to free entry. In 1834, these
duties were raised, the rate of duty imposed being a specific duty of
4/6d. on a square. yard on hand-knotted carpets and 20 per cent. ad valorem
on others. Now this chunge took place in 1934, and it is the position
today. The Federation appear to think that this specific duty of 4/6 per
square yard is being introduced by the new arrangement, and that it
constitutes n reduction of the duty. Neither of these things is true.
India is mainly concerned in hand knotted carpets, and her chief com-
petitors are Turkey, Iran and China. If Honourable Members will work
out from the export figures which they have before them, the average value
of these carpets, they will find that the average cx-duty value of Indian
carpets is about 8/9 per square yard. The average exr-duty value of
drpets from Turkey, Iran and China comes to 19/4 per square vard.
(“i'lierefor'e the House will see that actually the, duty of 4/6 per square
vard works out to an ad valorem preference of about 50 per cent. and it
dctually gives India a price preferenpé, ___w_hi_ch of course is to _so:_'ne_exf-gnt
Oﬂsetby difference’ in quau‘ty, of something like 150 per, Bﬁﬁt. in dealing
with ‘her competitors.’ '
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8o much for the criticisms of the Federated Chamber. I do mnot attri-
bute them to deliberate misrepredentation. But I think that one cannot.
get away from the eonclusion that they must at any rate be due to gross
carelessness, and considering the position which the Federation occupies,
I am sure that this is very much a less damaging charge. . The truth is.
that with comparatively unimportant exceptions, we have succeeded in
maintaining intact all the concessions and privileges which were secured
to India under the Ottawa Agreement. We have also gained additional
concessions of eonsiderable value. ' s

The exceptions are wheat and rice. The nourable the Commerce.
Member has already explained that the preference to wheat has from time.
to time been of value to :Indin,. but that under conditions prevailing at
present sand likely to prevail in the near future, its loss is not of very great.
importance, As for rice, the preference on which has heen reduced by
one-third of a penny per lb., you will notice that the umofficial advisers
themselves included it in their list of preferences which had no special
value. Purely Indian export is very small, and cousiats of a few superior
varieties of rice for which the lower rate of preference will be adequate.
At any rate it is clearly not possible to. maintain that a preference of no
value and then to regard n very slight reduction in.it as a serious griev--
ance.

~ Agniust this we have o put the acquisition of a number of new
‘scheduled preferences. Under the existing agreement, by virtue
of the free entry c¢lause, India. has been enjoying certain pre-
ferences which were not guaranteed to her by the Ottawa Agreement, and
which were thereforé liable to be withdrawn without notice. Some of
these have proved of great value to Tndia and their transfer to the schedule
of guaranteed preferences has now been secured. One of ‘these is chrome
leather, with which I have already dealt. The other important ones are
bones, gram, and goat sking (raw). The most important by far is goat
skins. I notice one of the Honourable Members opposite giving a little
extra ourl to his aristocratic nostrils, and I must apologise for bringing so-
unsavoury and unhandsome & subject as goat skins ‘‘between the wind'
and hig nobility’'. But goat skins are a subject of very great importance
to a large section of the people of this cowntry, and & guaranteed prefer-
ence of 10 per cent. ad valorem is likely to prove extremely valuable. The:
United Kingdom is taking a larger and larger share of Indian goat skins,
;gdl aiI?h the last two years the value of this has gone up from 71 lakhs to-
5. o

Now, Sir, I want to say just a few words on the subject of insurance
value. There are 27 crores of Indian exports on which . the unofficial
advigers have said that the preferences have merely an insurance value.
These include such important things as tea, hides and skins and ground-
nuts. Now, to be fair to the unofficial advirers we must remember that,
in the early stages of a negotiation such as this, each side is likely to
minimise the value of the concessions it hopes to gain or retain, and to
exaggerate the value of those that it thinks it may have to give up. That
is a very natural attitude, and I do not think it would be fair to the
advisers to say that because they did not lay a great deal of stress on the
value of these preferences therefore they attached very little imp_ortqnﬁq
to them. “Men are much more influenced by the hope. of gain .than by

& v.M.
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the‘ fear of loss, because loss is never expected until it is very apparent,
while gain, although it be far distant, is always hoped for’’,—these are
words of a political philosopher of the 14th century. Bo 1 do not myself
believe that the unofficial advisers attached no importance to insurance.
They pointed cout that India’s main competitors in these articles were
empire countries which enjoyed the same preferences. But to lose these
preferences while other Empire countries retained them would have been
& most serious matter for India, and that has been fully realised both by
Government and by sll of Government’s advisers. 1 may refer particularly
to one item which they say has insurance value and that is trade in
tanned skins. I have before me a ietter from ome of the largest
Muhammadan dealers from Madras written to 8ir Purshotamdas Thakurdas.

He says in that, speaking of tanned skins:

“Under thess circumstances tke smallest burden on tanned skins and hides in
Gueat Britain will prove a knock-out blow to the industry, and such a contingenry

is simply unthinkable.”
That trade alone is one which amounts to 8 crores of rupees per annum.

Well, Sir, I have not attempted to deal with the whole agreement, and
I have had the comparatively easy task of dealing with what I admit is
one of its most favourable features. But I am now going, in the few
moments that are left to me,—to make what I think is a fair summary of
the problem with which the House has to deal:

Firstly, in the matter of preferences granted to India we have retained
practically all the advantages which we had under the old agreement.

Secondly, we have secured valuable additional guaranteed preferences
which were not secured to us under the old agreement.

Thirdly, we are getting these advantages at & greatly reduced price,
paying in preferences to the United Kingdom less than half of what we

paid under the old agreement.
Fourthly, we have in addition secured valuable guarantees for our cotton-
growers at u time when, apart from this agreement, the outlook before

them is very dark indeed.

And fifthly, in return for all these solid advantages we are asking the
cotton industry to make some small sacrifices in order to improve the posi-
tion of British piece-goods in Indian markets.

Sir, we do not pretend that this is not a sacrifice, but we do maintain
that it is not an unreasonable one to ask from the cotton industry in the
interest of India a8 a whole. This point you will find admirably set out in
Sir Edward Benthall's minute of October, 1987, which decerves the very

careful study of this House.

And I would remind Honourable Members that the whole body of the
advisers have in their first report stated cutegorically that in_their view a
trade agreement should be concluded between India and the United King-
dom. It bas been known throughout that this would be impossible with-
out some adjustment of the present position in favour of Lancashire. To
refuse toQ make such an -adjustment, and also to demand that the United

Kingd references should be reduced to the _iz!':po?s_lihlg figure of 8 crores,
in:;%eo% of this improvement in India’s position, 18 virtaally to go back
on that statement and to render any agreement whatever impossible.

]
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The philosopher Hobbes has said that ‘‘when men have once acquiesced
in untrue opinions and registered them as authenticated records in their
minds, it is no less impossible to speak intelligibly to such people than to
write legibly upon a paper that had already been scribbled over’’. I am
well aware that in addressing the gentlemen opposite through  you,
8ir, I am not writing on a clean sheet of paper, and that their minds have
been fairly well seribbled over already. But I am not entirely without
hope that I may have been able to make very large and legible marks in
spite of that disadvantage. 1 should not like to think that the impercipi-
ence of any Member of this House is so marmoreal that it has taken no
impression from the array of facts and arguments which have been brought
forward by the Honourable the Commerce Member and other speakers. It
should be now quite elear that on the whole this agreement as & whole is
very much in favour of India. Is it too much to expect, Sir, that an in-
dustry, whose greatness and prosperity has been largely built up on the
eacrifices willingly made by India's poor cultivators, should now be prepared
to make some small abatement of its own claims in the larger interests of
those musses of their fellow-citizens, on whose well-being their own pros-
perity must ultimately depend?

Sir Abdul Halim Ghuznavi: Sir, at this fag-end of the day, after hear-
ing so many speakers on this Agreement, it is difficult for me to bring
forward fresh arguments, either in favour of, or against, this Agreement.
Taking this Agreement as a whole, it will be found that it is really to the
advantage of India. I will take one of the few items.

Take, for instance, jute. India iz an agricultural country, and we must
look to the interests of the agriculturists first and then to the interests of
the Bombay and Ahmedabad industralists who supply the sinews of war
to my Honourable friends sitting on my right to put up a battle against
the Muslim League and my Leader and the Government. I see the Deputy
Leader of the Congress Party shaking his head in this way. I shake it the
other wuy. Therefore, if anything touches the millowners’ pockets, the
Congress is ready to fight whether otherwise it helps India or not. 'The
millowners must be protected as their protection means the protection of
my friends here. Take the question of jute. My friend, Seth Govind Das,
says: ‘‘Oh, jute is a monopoly of India. It must be taken by the United
Kingdom, and so on”’. His colossal ignorance of the jute trade makes
him say that. ’

Beth Govind Das: Do you deal in jute?
8ir Abdul Halim @Ghusnavi: Yes; that is my big business. . . .

Mr. President (The Honourable Sir Abdur Rahim): Honourable Mem-
bers must not carry on conversation like that. o

. Sir Abdul Hallm Ghusnavi: Where is it grown? In Bengal. What
is the population of Bengal? Muslims much more than Hindus. How
does it benefit the growers? Because of the concession of free entry. How?
Because it gives a higher price to the growers of jute. . .

Mr. Sutyya Kumar Som (Daccs Division: Non-Muhammadan Rural):
Never: 2} to 84. -
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Mr. Abdul Halim Ghuznavi: Tuke this con¢rete instance, If there
was no free entry, the price would not go up. , . .

Seth Govind Das: It has not in spite of free ephy.

Mr. President (The Honourable Sir- A,bdur Bahun) There really ought
not to be any interruption. The Honourable Member has a limited time
at his disposal, and he must be allowed to make his speech in his own

way.

Sir Abdul Halim Ghuznavi: If prices do not ga up, it does not help the
growers. My Honourable friend, Seth Govirid, Das, forgot that there is
Dundee, and Dundee does not want thig conceasion to be. given to India,
repeating day in and day out that the Indian jube mills arc killing their
trade in Irundee. As a matter of fact, becayse,of the preference which jute
gets, Dundee cannot compete with the prices at which Indisn mills sell.
How does it go to the growers? If the Indisn jute mill- produces more
hessian, sacking and cloth bags, if they can sell it at n competitive price
which Dundee cannot do, it helps the growers by setting up a larger demand
for raw jute and thus a better price. . I, therefore, welcome this con-
cession. It is a very big concession. S

Then, take hides and skins. 'What wus the pesition ten years ago?
Hide merchants were going to bankruptey owing to German competition.
It has been saved by this concession that -has-been given by the Ottawa
and the existing preferences. ) '

Take, again, tobacco. What was 'the position of tobacco? Nothing
at all in this country. What has happened today? There is a big amount
that the Indian tobacco growers are getting for their tobuceo which nobody
would have touched ten yeurs ago. I ' ’

Now, about cotton. Our friends of the Congress say “‘Oh, it is only
five lakhs bales or six lakhs bales as against. so many hundred million yards
of cloth. That will not do’’. Why? ‘What have the so-called national
industry, the cloth mills of Bombay and Ahmedabad, done? In 1905, when
my then Guru, Mr. (afterwards Sir) Burendra Nath Banerjea. . .

An Honourable Member: Guru?
Bir Abdul Halim Ghuznavi: Yes; he wus my political (iuru.

An Honourable Member: A bad disciple!:

S
Sir Abdul Halim Ghuznavi: A very good disciple. 1 then fought the
Government by hig side. (Interruption.)

Mr. Badri Dutt Pande (Rohilkund and Kumaon Divisions: Non-Muham-
madan Rural): Jaisa guru aisa chela!

An Honourable Member: Who is your present Guru?

Sir Abdul Halim Ghuznavi: You have seen my present Guru and you
wait and see what my present Guru will do for you. Have a little patience
and give him a little time; it will soon be shown what sort of Giuru T have

got now, :
B2
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As I was saying, Sir, what have the mills done? Cotlon is grown in
India. They buy cotton here cheap and still they cannot compete with
the foreign cloth. Japan buys the cotton from this country, takes it to
Japan and brings back the finished goods into this country and sells it
below the local price, and then, my millowner friends come before us with
a beggar’s bowl saying ‘‘Give us protection, give us protection”’. Protec-
tion at whose cost? At the cost of the consumers. How many crores of
money have we given to the millowners of Bombay, because they said it
was a national industry! Because they supply the Congress with the
sinews of waF, that is the reason why the Congress has a soft heart for the
Bombay and Ahmedabad millowners. Nothing short of that., Take away
‘that supply tomorrow, and I would like to see how imany Honourable Mem-
bers sitting on those benches will come before us und say ‘‘You mnst not do
this, and you must not do that, because the mills will suffer’’.

Mr."K. Santhansm: Does Lancashire supply you with the sinews of
war? ~

Sir Abdul Halim Ghuxnavi: Cut off that concession, and the profits
dwindle. My friend, Bardar Sant Singh, is not here. He said ‘“What is
this 30 lakhs that the Indian growers of cotton will get as against the
crores that the other party will get!’’ Funny mathematice: peculiar mathe-
matics, and peculiar grithmetic. I am myself very weak in mathematics.
Anyhow, I could not follow his mathematics. . . .

8ir H. P. Mody: Logic was not your strong subject either!

Sir Abdul Halim Ghuznavi: All the objections levelled aguinst the
Agreement have been directed not against the other provisions but against
cotton: they do not agree as regards cotton and piece-goods. Cotton must
be shown some concession, because crocodile tears are shed for the cotiton
growers!| What have these mills done? Honourable Members are not
aware of the whole story. By combines they have reduced the price of
cotton. See, what is the prevailing rate today of cotton as compared with
the rate lagt year. The price of cotton has gone down to Rs. 145 from
Rs. 250 or Rs. 800 last year. These millowners don’t want that the
growers should make money, because, if the prices of cotton go up, the
millowners cannot make those huge profits which largely go into the pockets
of the managing agents,—thanks to this House,—that has been stopped in
future. Now, Sir, if this Agreement goes through, tomorrow the prices
of cotton will jump up, and the growers will benefit. . . .

Mr. Bhulabhai J. Desai (Bombay Northern Division: Non-Muhamma-
dan Rural): Have you learnt nothing from Sir Bryce Burt?

Sir Abdul Halim Ghusznavi: Sir Bryce Burt has said all that. He said
something about American conditions, but that is not so exactly. That
way be so according to their Administration Report. But if this Agree-
ment goes through today, the cotton prices will shoot up tomorrow, be-
cause this Agreement, so far as the cotton purchase is concerned, begins
from the 1st of January of this year. There are only nine months left, and
they will have to teke.the whole of the five lakhs within the next nine
months. Burely, that indicates that the.prices of cotton must go up, and
that will benefit the growers.
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Now, 8ir, & question was asked—what ig the guarantee that they
would take five lakhs bales this year and 54 lakhs bales next year, a mere
statement will not do: To this, J say, B8ir, it is a gentleman’s agree-
ment. . . . i

vlf
X 8ir Oowasji Jehangir (Bombay City: Non-Muhammadan Urban): Oh,
ob. / :

Sir Abdul Halim Ghuznavi: Sir, my friend, Sir Cowasji Jehangir, says
‘“‘Oh, oh"’ belore listening to my next sentence. I say, it is a gentleman's
contract first. It is not a contract with Hitler, Supposing they do not carry
out their part of the contraet, then give them six months’ notice and ter-
minate the agreement then and there. . .

An Honourable Member: Wait for three years.

S8ir Abdul Halim Ghuznavi: No, no, the agreement provides for the
termination within three years.

Sir Oowasji Jehangir: Have you read the agreement?

Sir Abdul Halim Ghuznavi: I am sorry, I am wrong there. 1 was under
the impression that it could be terminated within three years.

M. Prosident (The Honoursble Sir Abdur Rahim): The Honourable
Member can correct it afterwards. '

Sir Cowasji Jehangir: At the end of 24 years, the notice may be given.

Sir Abdul Halim Ghuznavi: I withdraw that statement. I was under
the impression that we could give six months. notice. . . .

Mr. President (The Honourable Bir Abdur Rahim): The Honoursble
Member must address the Chair.

Sir H. P. Mody: And on the subject!

Sir Abdul Halim Ghuznavi: Some undertaking may be got from the

Honourable the Commerce Member that if they do nof-carry out their
Agreement is terminated

part of the Agreement, he will see that this
before three years.

Now, Sir, I will conclude by making one more observation with regard
to the so-called national industry, the textile industry of Bombuy. It
was the late Sir Surendra Nath Banerjea who first started the Swadeshi
movement in Bengal in the year 1905, and ‘whatever mcasures he adopt-
ed then, are being copied by Mahstma (jm_nd'_l‘i; today. ( Oh, oh,” from
the Congress Party Benches.) There is pothing new. _Encouragement
of Bwadeshi goods, boycott of British goods,—all that hail been done Ly
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us in Bengal,—and Mihatma Gandhi today is simply following what we
did years ago. Sir, when the late 8ir Surendra Nath Banerjes started
the Swadeshi Movement and boycotted the foreign goods, I was one of
his followers. We then gave up use of foreign cloth, we started a Swade-
shi Stores and lost tons of monsy in the enterprise, because.the national
industry of Bombay provided us with goods, as we had discarded the
use o” foreign stuff. But, do you know what they did then? They bought
all the Manchester and Japanese goods, tore off one yard of cloth and
put & stamp on every piece of cloth as ‘‘Made in India’’ and sold it at
four times the price. That was their national spirit to help the Swadesiv
movement......... \

Mr. 8. Satyamaurti: Can you prove it?

Sir Abdul Halim Ghuznavi: Yes, most certainly, 1 ain prepared to give
you evidence of it. I was a sufferer. What else did they do then? Now,
these contracts for foreigh goods used to be made in the name of their
managing agents, and they used to make profits, and so these people used
to import cloth, cut off a yard from every piece, stamp it with the mark
‘Made in India’, and quietly pass it on to Bengal, because then we were
Bwadeshi minded. B8ir, a yard of cloth used to be sold at" Rs. 1-8-0. 1
have repeated it several times before in this House. T have got records
still, and I can produce them if necessary.

Mr. M. 8. Aney: You sold it from your Stores ?

Sir Abdul Halim Ghusnavi: Because they supplied it to us as Swadeshi.
The frand wns committed by them in the first instance, and not by us,
we were only sellers of goods, and we are called upon today to protect
the interests of these millowners......... -

" Mr. President (The Honourable Sir Abdur Rahim): The Honournbla
Member's time is up. : .

8ir Abdul Halim Ghuznavi: One more minute, Sir,

Mr. President (The Honourable Sir Abdur Rahim): No.

Mr, Manu Subedar: Mr. President, my Honourable friend, Mr. Dow,
gave more than one sign of his having been translated from the other
place to this House. He epoke as if he was in the upper regions quoting
a 14th century philosopher and then came out with the question of paper
and ink. 1f the Treasury Benches had clean hands in this matter, wo
would know where wa are, but it is no use fulimating, as the Honourabl4
Mr. Dow did when he spoke. 8ir, when I read some of the speechei
of the Honourable Sir Muhammad Zafrullah Khan at the Round Table
Confersnce, 1 knew thut .he was posscssed both of patriotism and very
great critical faculty, which he used to scrutinise British proposals from
Indian stand point. As u_non-official I know that he still possesses these
virtues, but as I have to differ from him I hope he will not misunderstand
me. When I ask myself whether the very able speech which he made— an
advocate's speech, an able advocate defending a very bad case—whether
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that was his personal conviction or whether that is the best of an official
cage, I know it is difficult for him to say anything to us in reply, it is
difficult for s to know. This must remain a permanent secret.

The Honourable Sir Muhammad Zafrullah Khan: I shsll give you a
reply on the point.

Mr. Manu Subedar: But what I would like to know is this. When
three nsw Members were admitted for presumably this occasion, new
official Members were admitted, T would like to know why rome of the
non-officials who had made their reports were not called. Why were they
not nominated here so that they could say what they had to say in defenca
-of the case which they made in the name of India and for India? 1
would like to know why they had been gagged so far, and whether thut
gag has been removed. Out of 14 reports, three attenuated ones have
been put forward with plenty of corrections and censorship. What is
all this secret which you are trying to conceal from us and in which you
are not giving a fair opportunity to those non-official advisers of your nwn
selection and nomination to place their case? We have heard much of
the official case, and of those who feebly echo like my Honourable friend,
‘Sir Abdul Halim Ghuznavi, and Dr. Bir Ziauddin, everything which the
officials put forward from the front Benches. We have heard all this.
Why, may I ask, is not India’s case put forward by the non-officials, or
has not been allowed to be put forward here ?

Dz. Sir Ziauddin Ahmad: T have no master. Your master is the Fede-
‘ration.

Mr. Manu Bubedar: These non-officials further have not been told by
‘Government after they had made up their mind to come here. No doubt,
8 courtesy acknowledgment has been made by the Honourable Sir Zafrulluh
Khan, but why were they not called by Government for a consultation
before this matter was put before this House? Why were they not, aftcr
such a consultation, given an opportunity of saying what they hud to say,
and whv have they been repudiated completely? These ars conscientious
men. They served to the best of their lights, they gave much of their
time to the subject, and they said with regard to some of these matters -
words of earnest men. They said: :

“We now recommend to the Government that nothing should induce them to go
Leyond this limit which we set as the furthest limit to which India can go."

These were not words spoken lightly by them. In further reports they
have equally made it clear that after close calculation the__y are  not
satisfied that the terms offered by the United Kingdom were fair and proper
terms. May 1 know why we have not been told what was the maxinmnn
demand of Lancashire, to what extent the Honourable the ~Commercy
Member and his advisers went to Furope and negptl.ated in t_h:s eountry,
and to what extent they have succeeded in scaling it down in favour of

! There is the question of comparing like with

India. We do not know it. : i
like. With regard to the United Kingdom, whenever there is a question

i i i [ find where
of reciprocity T always prick my ears and also I look round to f e
the csfch is? Tt is not the instinct formed from the negotiations with

regard to the Indo-British agreement. This is the mstinet formed in this
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country after close association with England historically and having regard
to almost every measure which has been teken in this country. We are
always told, as Mr. Dow talking in upper regions tried to say, thas.the
monopoly of knowledge and monopoly of the welfare of the meeses is
always on that side, that nobody on this side, not even my Honourable
friend, Bir Abdul Halim Ghuznavi, nobody on this side has anything to-
do with the Indian masses. It may be possible that those who are receiv-
ing thousands of rupees monthly for doing what is considered by them
as their life’s work may love those from whose interests they are receiving
this money, but those of us who live with them or are part of them or
are of one being,—those of us must necessarily claim that we know better
where the real interests of the masses of this country lie.

Now, with regard to reciprocity. I would say that we had a standard
case in the Government of India Act, sections 111 and 113, where we
were told that full reciprocal arrangements would prevail. We had a
discussion in this House with regard to section 49 of the double income-
tax relief, where we give relief to the United Kingdom to the tune of 14
crores, the United Kingdom gives to us reciprocally on equal terms and
on the same basis to the tune of about two lakhs. That is the basis ot
reciprocity. Therefore, if we look a little more sceptically into what is
offered and what is taken, we must not be blamed. We have been told
by the Commerce Member that the amount of all preferences has bheen
reduced from 18 crores to 11 crores. May I ask whether he has ealcu-
lated in this the preference which is given to the textile industry and the
steel industry? No. Further, may I point out that preference is more
valuable to the United Kingdom than it is to us? Theirs are goods pre-
duced in factories and subject to the law of increasing returns. QOurs are
goods produced in the fields which are subject to the law of diminishing.
returns. Weo can transfer the fields to produee something else, but they
cannot turn s textile mill in Lancashire to the production of anything else.
Therefore, it is no use suggesting to us that we do not understand any-
thing, and that these experts on Government side, having dropped the
pilot in the form of the non-official advisers,—that these experts under-
szndbf:lly and they want us to believe that what England gives is more
valuable.

My Honourable friend, Mr. Dow, almost wanted us to believe that
Lancashire or the United Kingdom was with both hands freely giving
things away and we, on this side, representing the people of this country,
were so foolish as not to appreciate, not to understand, and not to hold
out our hand to accept those generous terms from the United Kingdom.
8ir, the boot is on the other leg. India is being made to pay once more
as India has been made to pay before,

Then, Sir, on a few manufactured articles going from India to the
Un.ited Kingdom, I understand that the preference may be real, may be:
of importance, and something which is comparable with the preference
yvh‘ich we offer to them. But with regard to agricultural commoditics,.
it is not so; my Honourable friend, Sir Bryce Burt, spoke for agriculture.
He spoke with knowledge of agricultural conditions, yes, but he cannot.
speak for Indian agriculture. He is a foreigner, he remains a foreigner,
and he cannot gpesk for Indian agriculture as against the popular repre-
sentatives sitting on this side. Then, Bir, we are told Ehst the supreme
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test of this should be India’s interest. We have heard the phrase Indin's
interets from the mouth of officialdom today several times. I begin to
think whether their conception of India, of economic India, of political
India, is the same as our conception. I am sorry I find that it is mate-
rially different. It being Bo, according to them, this country must remain
perpetually a market for the United Kingdom. According to them, our
industries must remsain dwindling, always suffering and begging from Gov-
ernment. According to them, we must continue to produce raw materials
and supply them to the United Kingdom. That is not our conception, and
if they think that the agreement is in favour of India as they conceive it,
they are welcome to this agreement.

Then, 8ir, T have heard much with regard to the cotton growers and I
must say something which is very relevant to this subject. S8ir, I am not
disclosing any confidence when I say that & few days ago, the Chairman
of the East India Cotton Association and Vice-President of the Cotton
Committee came over to me and said that they had made very -clear
stipulations in their report when giving their advice that the advice was
conditioned by consideration of other taxation, that if there were no other
taxes placed on those industries then alone they gave that advice. In view
of the cotton duty, he said that he was not now prepared to go as far as
he was prepared to go at that time, therefore the non-official advice stands
completely modified. Then, 8ir, with regard to the appeal in the name and
on behalf of the cotton growers made by Sir Bryce Burt. May I say—since
when has Lancashire been a friend of the Indian cotton grower? Lanca-
shire had opportunity during the last 50 years to take Indian cotton. Was
any effort made at any time? Since when has Lancashire become sudden-
ly a friend of the Indian cotton grower? I maintain again that the best
friend of the Indian cotton grower is the Indian textile manufacturer. He
increased his consumption from one million (Laughter). My friends
there may laugh. They have been sent here to laugh us out, so that
Lancashire and the United XKingdom may get their purposes. Well, Sir, a8
I said, the Indian textile manufacturer was taking one million bales. He
has increased his consumption and in the last year he has actually taken
400,000 bales more than he was taking, reaching a total of three million
bales, that is 80 lakhs of bales. Take Japan. Japan is another genuine
friend in the sense that she is an important customer of the Indian cotton
grower. Having stipulated for a million, Japan went up to a million and
a half. I do not undertand the logic that by weakening the most import-
ant customer of the Indian cotton grower you can increase and advance
his interests. I do not understand the logic which seeks to say that bale
purchased by the United Kingdom gives very much more valuable custom
than a bale purchased by somebody else. To the Indian cotton grower it
is the same thing whether the bale is purchased in one quarter or in another
quarter. The surest and the most valuable support to him is the Indian
textile manufacturer and the handloom worker of this country.

we were told many (ﬁliir;)ga ‘}'hic'l;ll it is
impossible to deal with in the limited time at my disposal but I will say
thi}: that on account of the duty on machinery, on stores, on dye stuffs and
various other items and on account of the increased costs in respect i::
capital equipment and some stores, if you were trying to put E:: I:;di] s
textile industry right on a par with industry either in Japan or mTh :c? tlhr:
you would have to make allowance of about eight per cent. at is

Then, Bir, with regard to textiles,
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calculation made by the Indian Turiff Board and I consider i\ an awthaeri-
tative oalculation. Then we are sacrificing in the deal with Lancashire
over this pact. We are sacrificing a very great principle. One is that we
have not fixed Lancashire to any quota. That is to say, there is no
maximum for Lancashire regarding the amounts of cotton cloth which she
sends here. All we can do is to raise the duty to the maximum basic duty
wkich has been allowed.

The Honourable Sir Muhammad Zatrullah Khan: Oh, no. To the ex-
tent necessary to bring them down below the maximum.

Mr. Manu Subedar: There is no quota fixed. My point is not so much
the privileges as the quota. Lancashire can send in any amount of cotton
cloth into this country that it can sell in competition. That is my point.
Am I correct?

The Honourable Sir Muhammad Zafrullah Khan: Not beyond the quan-
tities laid down except in one single year after the end of which duties
would, if the maximum has been exceeded, be raised by such amount as
would bring them down again below the maximum.

Mr. Manu Subedar: You may raise the duty but no quota is fixed—the
principle of quota which you have insisted upon in the case of another very
important customer—the Indian cotton grower. The other thing is this.
On previous occasions United Kingdom was content with a particular range
of preferences. That is to say, give us ten per cen. preference, but you
can levy any duty you like. Now, Sir, the power and privilege of fixing
the standard rate of duty is also taken away from us under this pact. This
to my mind is a very serious injury and there are some constitutional
aspects to this, to which I should like to draw the attention of the House.
You cannot raise the basic duties beyond that provided for, except under
conditions which are provided for. In other words, Lancashire now claims
that she should have a 85 per cent. preference under the present conditions
and this preference may, conceivably, be increased to 374. As a range
of preferences it is considerable but if the British shipping companies
reduce their freights or if Lord Nuffield makes a gift of half a million to
help Lancashire or if anything else happens under the export credit scheme
or any other situation develops in Lancashire itself, then they are enabled

. to come here to such an extent that even if all of us are convinced that it
will prove a very serious and uynfair inroad into this market and during
the pendency of this agreement, we are tied down to a rate which cannot
be increased. )

I would deal with only one more point before I close. Sir Edward
Benthall has made an appeal in one of his reports. He says that this will
be a very good thing for India to give to the United Kingdom as it will be
a gesture of goodwill and might bring in its return some other goodwill from
the United Kingdom. I do not appreciate the sequence in which he said
this. We are all waiting for some gesture of goodwill from the United
Kingdom in so many directions. In this House we have been asking, dt}y
after day, for so many things. Hive we ever received a gesture of goodwill
from the other side in respcet of legitimate things which we plead in the
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interests of this country and its taxpayers? The Honourable the
Commerce Member said that if an agreement is worth while with any
country, it is worth while with the United Kingdom who is the biggest
customer and it is worth while on the terms which have been put in the
agreement. I regret I must quote a proverb

“Layne yayae put, kho aye Khasum.™

I think the position here is like this. I am not sure whether we are not
;going to lose more than we gain by this and, as my Deputy Leader put it,
we should like to muke an experiment for a few years when there is no
agreement. The preferences, Sir, reduced as they are to twenty articles,
are still going to penalise us; they are going to be a burden on the revenues
of this country becnuse they are going to reduce the amount of duty and
they are going to be a hardship to Indian industry, which is seeking in these
directions, to my certain knowledge in several cases, a development, and
I suy it is not right for this House to do anything knowingly which will
destroy this- opportunity for the loeal industry, which will be a burden to
the revenues of Indin and which will prejudice the chances of this country
muking a reasonable agreement with her other important customers who
purchase from her her agricultural produce and what she has got to export
to them. S8ir, I oppose this motion.

Mr. Muhammad Nauman: Mr. President, the agreement presented
before this House for sanction has been subjected to strong
eriticism from ditferent commercial quarters. Opinions sre free gifts of
God and as such we cannot make out the reason as to why divergent views
some people have taken of this particular matter. I do not desire to read
those opinions here. Sir, the Honourable Member, 8ir Muhammad
Zafrullah Khan, has pyt the whole case in the most lucid manner and I
have no doubt in my mind that the Honourable Member has achieved
great success in making His Majesty's Government agree to what he
thought was the best in the circumatances. It is certainly trua. 8ir, that
in negotinting an agreement we have to stick to the policy of ‘‘give and
take’. However much we may desire to have everything to ourselves,
that is not possible. The whole question now is whether an agreement of
this nature is at all necessary for this country and whether it is at all
desirable. Tf we agree that we will be better off by an agreement. then we
have to satisfy ourselves with the best possible and practicable terms and
should have the satisfaction of saying that we have been able to muke the
best of the worst. I amn making .this observation, Sir, absolutely in my
personal capacity, as my Party, the Muslim League, has not as yet decided
what view we are going to take. Of course I am certain that our votes
would be guided by the decigion that we may take tomorrow.

the Opposition that the opi-
has not been accepted. This
by many of my Honourable
t, as these advisers were not

Now, I come to the first great criticism of
nions of the majority of the unofficial ndvisers
has been one of the arguments put forward
friends but I think that this is no argumen e
chosen by us but they were nominated by the Government :nd wff;r ::ethe
say that as it is, we can only give them this cre&.‘l,ltrtgt; N ::e ol o

commercial knowledge of those persons is eoncerne :
place the case in thg manner in which they thought best, but that is no

i i N 1 feelings
argument for giving that our sanction. 8o far as'my persona
a:g concﬂmed,g; nn‘? not going to attach any importance fo or lay any stress
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on the fact that the unofficial advisers were our representatives and ~have
reported things so valuable that we ought to be guided hy their opinions.
In this particular connection I have some grievance with the Government
that the personnel of the advisers did not include Muslim representation as
much ag it should have. The Muslim Chambers of Commerce, including
that of Calcutta, was not consulted and other Muslim commercial. bodies
were equally not consulted. This is, of course, my personal feeling and
my personal view; I may be wrong but the Honourable Member will_ no
doubt tell us how and why this happened. Now let us see the implications
of this agreement, .whether we have got any substantial advantages out
of it, or whether it will expand our trade, apart from normal trading factors.

Sir, whether we have an agreement or not, England has to buy some
commodities from us. England and India were trading together without
any agreement, whatsoever, and so the position we have got to examine is
this,—what advantage are we going to have by this agreement, and whether
we would be able to expand our export trade more than what in the normal
course of things we would have done. 8ir, England as a manufacturing
country has to buy raw materials from some country. Whether she is
buying from India at a certain disadvantage, at a certain sacrifice or not,
and whether she can get the same raw materials or the same quality of
commodities at a cheaper and better rate elsewhere—that is the point. Sir,
it has been stressed that particularly for goat skins we have been given some
advantage. The trade has increased from Rs. 71 lakhs to Rs. 91 lakhs. 1
do not know whether His Majesty’s Government have done any favour
to us in that matter. Have they made any sacrifice? Were any quota-
tions coming from Madagascar or Australia or from any other part of the
Dominions or other raw material producing countries cheaper than from
India? The point is whether that increase is a commercial factor cnly,
because they wanted a certain amount of goat skin and they got that from
India and they paid for them. We got ten per cent. preference or free
entry, by which I mean about ten per cent. preference. But what has been
the substantial position? The position in substance has been that the
buyers in France and Germany are buying from England. It is not Eng-
land which is consuming these goods worth Rs. 91 lakhs for ‘‘Home con-
sumption’’. Can the Government convinece us on that?

An Honourable Member: Why are they not buying direct?

Mr. Muhammad Nauman: Because Germany has got different rates of
exchange, it has fixed a certain quota, and has got certain advantages from
English banks which we cannot offer them from India. 8ir, for these
reasons (reat Britain is buying stocks from India and storing them in
English warehouses and are selling them to Germany, France and other
countries, with the result that our trade with Germany, France and few
other countries has deteriorated. Now I shall be glad to know whether
some favour has been shown to us and whether any sacrifice has been made
by England. If she has done that, then I am for them. Then comes the
question of carpets. Mr. Dow, the Honourable the Secretary for
Commerce, has just explained that carpets from India have free entry and he
has said that Indian carpets work out at an average rate of eight shillings
per square yard whereas Persian carpets and Turkish carpets work out at
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nineteen shillings per square yard, but he has not quoted the rates of the
carpets manufactured in England. I mean X-minister carpets—whether
we have got any preference in competittg with carpets manufactured in
England. An ad valorem duty of course gives some preference as compared
with Persian and Turkish carpets but do Honourable Members realise that
there is a difference between the qualities of the Persian and Turkish car-
pets and of Indian carpets? Indian carpets have been sold at less than
one-tenth of the value that is being paid for the same size of English make.
For illustration, I may say that Persian carpets are worth twenty pounds
and Indian carpets of the same size would be worth three or four guineas.
Bo, the advantage of fifty or 150 per cent. is not on account of certain
preferences being given to them—advantage may be attributed to a certain
extent but not at all wholly for this reason. 8ir, a lot of things has been
said about cotton. Honourable Members have given their views. So far
as cotton goes, that has not been my line but I would just offer a few
remarks as to what I felt from the arguments which have been advanced on
the floor of the House.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member may continue his speech tomorrow.

The Assembly then adjourned till Eleven of the Clock on Tuesday, the
28th March, 1939.
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