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LEGISLATIVE ASSEMBLY.,
Tuesday, 85th November, 1983.

The Assembly met in the Assembly Chamber of the Council House at
Eleven of the Clock, Mr. President (The Honourable 8ir Shanmukham

Chetty) in the Chair.

QUESTIONS AND ANSWERS.

INSTRUCTIONS GIVEN BY THE RAILWAY BOARD 25 PROMOTION OF CRERTAIN
RarLway OFFcERS.

1184. *Mr. Lalchand Wavalzai: () Are Government nware of the
instructions given by the Railway Board in their letter No. 688-E. G.,
dated the 8rd March 1981, to the Agente of State Railways, to the
effect that with a view to eliminating all avoidable hardship the Bosard
desires that an employee who in the circumstances explained in purugraph
4 (demoted to lower rank) is retained in a lower post drawing the samn
rate of substantive pay as that allowed to him on reversion will,
subject to continued efficiency, be congidered when a suitable opportunity
offers for promotion to the class or grade in which he was formerly
emploved or to a8 post of cquivalent or lower rank?

(b) Will Government be pleascd to state if these instructiong are
strictly lollowed by the office of the Divisional Superintendent, North
Western Railway, Karachi?

(c) Is it a faot that the demoted persons are not tuken in the inverse
order?

(d) Is it a fact that Messrs. Bhagatsingh, Bbagwap, Madbaydas,
Doulatram, Thanuram and Nebhraj, reverted Markers of Karachi Division,
have been ignored. and that the newlv recruited Goods Marker, named
Bhagwandas Dunichand, with about three months' service, has been
promoted as Train Clerk? 1f so. who is respomsible for promoting
Bhagwandas, the Divisiona] Superintendent himsalf or the Divisional
Personnel Officer, and for what ressons?

(¢) On account of retrenchment. were any instructions sent to the
Divisional Buperintendent, North Western Railway, Karachi, not to
recruit any person but to take up if necessary persons from amongst the
demoted staft?

() If the reply to part (¢) he in the affirmative, why were Goods
Markers Bhagwandas, Mohmed Khan and several others recruited on
Karachi Division, instead of promoting the demoted inferior labour staff as
Markers, their previous appointments?

( 2233 ) A
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Mr. P. R. Rau: (a) In the letter quoted it was stated that an employee
who is retained in a lower post will rank in seniority above men holding
similar posts drawing the same rate of substantive pay as that allowed to-
him on reversion ,ahd Skill, subjéct t3 éontinued: efficledcy, be considered
when a suitable opportunity offers for promotion to the class or grade in
which he was formerly employed, or to a-post of equivalent or lower rank.

(b) Government have no reason to believe that these instructions are
not followed. ;

(c) The orders of Government are that retrenched persons should be
taken in the inverse order of their discharge subject to the maintaining of
communal proportions. They also provide that if an employee who was
discharged is re-employed in & lower post, he should, subject to good
work, be considered for promotion, when a suitable opportunity offers, to
the class or grade in which he was formerly employed or to a post of an
equivalent or lower rank.

(d) and (f). I have sent a copy of these questions to the Agent, North’
Wesatern Railway, in order that he-may satisfy himself that the rules on the
subject have been carried out.

(¢) The existing orders are that no outsider should be appoisted in any
department, division, district or office of the railway sc long as a svitable
man is available from the waiting list. or next after that, from among the
Great Indian Peninsula Railway strikers who are stil out of employment.

Mr. M. Maswood Ahmad: Will Govenment be pleased to state if, on

reinstatement of the retrenched hands,.their service will be regarded ‘as
continuous service or not?

Mr. P. R. Rau: I am not quite sure of that. I should like my Hon-
nurable friend to put a question cn paper.

Mr. Lalchand Navalrai: May I know from the Honourable Member if
he is alwavs satisfied with the presumption that the Agent is following the
rulcs and regulations issued by the Railway Board, or that when there is
any gpecific instance given he enquires of the Agent?

Mr. P. R. Bau: Until it is proved to the contrary, the presumption is
that the Agent is following the orders of the Railway Board.

Mr. Lalchand Mavalral: But when on allegation is made in the House
that ‘they are not bemg foliowed und eertam instances are given, will the

sanrine ;nswer hold good that the presumption is that he-is following the
orders

.Mr. P. R. Bau: The cnly question that has been put to me here is,
“Are Government satisfied that thec rules are strictly followed?’". -

-:i m I-llchtnd _imﬁ: 1 hav'; gif':van finstvanoee w'her'e they _;have not
been followed., . . e o where ey flave, nov

Mr. P. B. Rau: May I know what is the instance the H )
Methber has mentioned ? P onoursble
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Mr. Lalchand Navalrsi: As regards Mohmed Khan, cte.

Mr. P. B. Rau: As regards (d) and (f), I have sent’ a copy of the
‘question to the Agent of the North Western Railway.

Mr. Lalchand Navalrai: The questions have been sent to the Agent of
the North Western Railway, there is no doubt about it, but I have put my
questions on a question of policy—the policy of the Railway Boaai in con-
nection with the orders given to the Agents. I ask, if certain instances
are given, is it sufficient merely to send the questions to the Agent for
any action that he may take? On the other hand, we shall not know
anything. =~

Mr. P. B. Rau: If my Honourahle friend considers that this matter is
of sufficient importance to be ventilated in this Legislature, and if he is
still of that opinion after the appeal addressed to the House by the Hon-
‘Gurable the Railway Member vesterday, I should be prepared to get the
‘information. :

Dr. Ziauddin Ahmad: May I know if anv machmuv exists by mea»m.of
which the Railway Board can find out whether their orders are carried
out by the Agents, or is it simply a presumption?

Mr. P. R. Rau: I do not know whet machinery my Honourshle friend
is referring to. The person aggrieved would certainly take some steps to
bring the matter to notice.

' Dr. Zianddin Ahmad: If anv one on behalf of the Legislature asks the
Railway Board whether the orderr of the Railway Board in any particular
case have been complied with hy the Agents, is the Honourable Member
in a position to say, ves or no? : s

Mr. P. R. Rau: I do not think it is a practical proposition for the
Railway Board to have an inspecting staff to see whether the orders of the
Railway Board are carried out by the Agents or not.

Mr. Gaya Prasad Singh: Are Government aware that a Member of this
House from the Punjab gave notice of a Resolution which was admitted.
that the Agent of the North Western Railway sometimes does not, as &
t]r;nattr;r?of fact. carrv out the instructions conveved to him by the Railway

o8 '

Mr. P. R. Rau: I remember that there was a Resolution on the subject

last Session. T T T
Mr. Lalchand NWavalrai: May I khow whether the procedure that is

followed by the Honourable Member here is followed by the Agant in his

gxé‘ln b); sending on the question to the next channel. namely, sthe Bivisional
cer - - o

8Sir Cowasjl Jehangir: May I ask the Honourablé. Member, when a
question is asked jn this House and the Honoursble Member refers to_an
Agent, does he expect to get any reply from that Agent as to any action
taken, or does he expect nio Teply from the Agent?” "~ T |

' ' ' a2



-39%6 LBGISLATIVE ASIEMALY. [28TH Nove. 1938.

Mr. P. R. Rau: lu certain cases if a prima facio case has becn nade
oyt for investigntion by the Railway Board, the Railway Board ask for n
veply. In eertain other cases it 16 posaible that the allegation is that sub-
ordinates of the Agent have not iollowed the instructions, then the questions
are sent to the Agent for taking ell necessarv action. .

Sir Oowagji Jehangir: If that is the case. then it is useless to ask any
question about any railway, because you send it to the Agent, but no reply
18 expected.

Mr. P. B- Rau: I have alreadv explained to the House in reply to a
auestion vesterday that it is practically impossible for the Government of
India to concem themmselves with all matters of detail in railway adminis-
tration.

Mr. M. Maswood Ahmad: Is the Honourable Member aware that before
questions are admitted they aie verv carefullv examined, and that when
they are admitted by the President, it means that they are of public import-
ance and public eoncern?

Mr. P. R. Rau: ] have no doubt about that.

Sir Cowasji Jehangir: It is verv possible that certain questions ave:-of a
trivial character—that s possible. But if a question is asked and the
Honourable Member refers that question to an Agent and if the .Agent
knows that no snswers are expected by the Honourable Member, is it
not likely that the Agent would treat the question put bv the Honourable
Member to him rather lightlv?

Mr. P. B. Rau: No, Sir. I have a much higher opinion of our Agents.
Sir Cowasli Jehamgir: Has tte Homourable Member aay knowledge of

human nature?

Mr. P. R. Rau: I dare sav that 1 have not. as much kpowledge of human
nature ar myv Honourable friend has. ’

8ir Oowasjl Jehangir: Then mayv T tell mv Honourable friend that i ia
human nature not to pav very much attention to a question that does net
require a replv? (Laughter)

Mr. Lalchand Navalral: May T suggest another course to the Fononr-
able Member if he is not perturbed? In matters of detail, not in matters
of pobicy, but in matters of detail.—if we address the Agent, will he reply ?

Mr. President (The Honourable Sir Shanmukham Chetty): We had
some questions of a timilar nature yesterday and the same matter is being
raiged today. Where an Honourable Member hua put. . down a queation
which has been admitted by the Chair, it msans that the. question: is of
public impartance, and the Chair and the House have got a right to expeot
that a suitable answer will be given. The Chair also realises that there
are a great many matters In which powers have been délegated to the
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ents of Railways and they must be trusted to carry out those powers.
;?:t when an Hg:mm\ble Member has definitely put down a question,
especially bringing to the motice of the Government a s ific case in
which the Agent is supposed not to have carried out the orders, and when
the Honourable Member replying for Government euys that the question
has been forwarded to the Agent, the Chair thinks it is proper that the
Agent must sent a reply to the Railway, Bosrd and that reply must be
communicated to the Hononrable Mewmnber who asked the question at any
riute, so that, if it is unsatisfactory, he might pursue the matter further.
That .will suit the eonvemience of the House and the Chair does not
shink it will infringe on the delegated powers >f the Agents either (Cheers.)

APPOINTMENTS THROUGH SELECTION BoARDS ON Srare RamLwavs.

1185. *Mr. Lalchand Navalrai: (a) Will Government be pleased to atate
whether the orders of the Railway Board are that fresh appointments in
the subordinate services om State Railwaye of men not- discharged or
demoted during the last retrenchment should be made through Selection
Boards ? N ,

(b) If the reply to part (a) be in the affirmustive, have acy Selectivn
Boards been held in the Karach Division of the North Western Railway
since 1931, and is it a fact that all appointmeunts 1n the subordinate
ranks since that day have been made by the Divisional Personuel Officer
without reference to any Selection Board?

() If 80, what was the justification for contravening the orders?

Mr. P. R. Rau: (a) The rules for the recruitment and training of
subordinute staff on State-managed Railways (a eopy of which is available
in the Library of the House) provide for 8election Boards for recruitment
of certain categories of subordinate staff.

(b) and (c). T have sent u copy cf these questions to the Agent of the
North Western MW‘:{ in order that he may see whether these orders
have been contravened in the Karachi Division. and, if so, to consider
the steps necessary to set matters right.

Mr. Lalchand Navalral: And also to reply to this House,—is the Honour-
able Member prepared to add that? L ou 18 the Honour

Mr. P. R. Rau: I have just heard the ruling of the Chair and ;
Honourable friend can be sure that it will be complied with. raa s

RBCBUITMENT 0F NOW-MATRICULATES IN THE Drvisionar Owrrom
Norra Wesrtery Racway, Kakxcm. '
1186. *Mr. Lalchand Navalrai: (a) Will Government be pleased to
. m
whether ?he orders cn the Ncrth Western Railway are thft certaim ;:ts
L services, are to be given onl: to those who possess matri-
oulation educstional qualificstion and non-matriculates ﬂ:mld be
rﬁcm&ed:m-'uppoinu'by “rvanifer to bther ‘infarior posts, and that the
mhtter could not be transferred to posts reserved for the matriculstes? Does
f)i e;i:for:lsasxd order odf the Agent, North Western Railway, say. that the
ion uperi ible i
i eme}:lir;nten ents would be held peraonélly responsible in case of
(b) Are these orders strietly ocarried the Divisi
y ocarried out by the D 1 P
Officer, North Weatern Railway, Karachi? Ifynot. w'h;r“:x:;)tx;a ersonnel
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(c) Is it a fact that some non-matriculates were recruited as clerks in
the Divisional Office, North Western Railway, Karachi? If so, what were
the reasons for contravening the orders referred to in part (a) above?

(d) Is it a fact that a non-matriculate had been transferred by the
Divisional Personnel Cfficer, North Western Railway, Karachi, as a clerk in
the grade Rs. 160—10—200—e post for matriculates only? If so, why?

t¢) Is it a fact that one Norermohmed—a Weighing Machine Fitter,
North Western Railway, Karachi has been put to work as a grade II Clerk,
by the Divisional Personnel Officer, North Western Railway, Karachi ?

(f) 1s it a fact that Mr. Nozerraohmed is not only a non-matriculate but
does not know sufficient English, and has been given an assistant to work
on his behalf?. If so, why has a semi-educated man been put to the clerical

post in contravention of the orders?

Mr. P. R. Rau: With your permission, Sir, I shall reply to questions
Nos. 1186 and 1187 together. Government have no information, but have
sent a copy of these questions to the Agent, North Western Railway,
who will, no doubt, take the neceasary steps to see that all orders issued
by the administration are carried out by subordinate officers.

PERIOD OF PROBATION OF TEMPORARY STAFF OX THE NORTH WRSTERN

‘ Rammway.
+ 187. *Ms. Talchand Navalral: (a) Are Government aware of the Agent,
North Western Railway's Circular No. 1 of 1937, Part A, paragraph 8(d),
directing that confirmation of staff will be considered only after the expiry
of 12 months probationary period, and his further order No. 961-E./118,
dated the 16th June, 1981, directing that that period of 12 months’ proba-
tigin can under no circumstances be reduced or waived by any subordinate
office’

(b) Are Government aware whether these instructions are being strictly
followed by the Divisional Personnel Officer, North Westgrn Railway,
Karachi? If not, why not?

EMPLOYMENT OF STAFF OF WORKS OTHER TEAN THOSE TO WHICH THEIR
PAY 1S CHABRGED OK THE NORTH WESTERX Ramway.

1188 *Mzr. Lalchand Navalral: (a) Has the attention of Government been
drawn to the Railway Board’'s letter No. 6862-F., dated the 26th March,
1931, directing that the staff should not be employed on works other than
those to which their pay is charged and for which they are employed ? * Tf so,
are these orders followed on the Karachi Division of the North Western
BRailway? R

(b) Are Government awnre that the following persons on Karachi Divi-
sion were or are working on pasts other than those for which they are
employed or their pay is charged to? Mesars. Gullam Yassin .
Shuinisdin Guard, Aﬂnh Bux Guaerd, Munshiram Guard, K. N. tar
Fuel Clerk, Lachmi Narain Train Clerk?

(c) If the reply to part (b) be in the affirmative, who is responsible for
the infringement »f the Board’s orders ? ros

+For answer to, this question, see answer to question No. 1186,
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Mr. P. R. Ran: These orders are general and spplicable to the Karachi
Division of the North Western Railway as elsewhere. I have sent a copy
of the question to the Agent, North Western Reilway, to ascertain whether
the allegations are correct, and if so, to take suitable action.

WITHHOLDING OF APPEALS AGAINST HI8 ORDERS BY THE DIVISIONAL
PERSONNEL OrFICER, NORTH WESTERN RAILWAY, KaRACHI.

1189. *Mr. Lalchand Navalrai: (a) Will Government be pleased to state
if an employee in the subordinate railway service can appeal to the Divi-
sional Superintendent against the orders of a Divisional Officer?

(b) If so, is it & fact that the Divisional Personnel Officer, North Western
Railway, Karachi, does not forward to the Divisional Superintendent appeals
against his orders? If so, why?

Mr. P. B. Rau: (a) The rules provide that an appeal from an order of
discharge (except on reduction of staff) or dismissal lies to the authority
next above the officer passing the order. °

(b) T am sending a copy of this question to the Agent, North Western
Xailway, for any action that he may consider necessary.

Mr. Lalchand Navalrai: What is the rule when an appeal is presented
agninst the order of the Divisional Personnel Officer, for being forwarded
to ghe Divisional Superintendent? Is he bound t¢ forward it or not?

Mr. P. R. Rau: I am informed by the Agent of the North Western
Railway that an appeal aguinst an order of discharge passed by any officer
without the prior approval of the Divisional Superintendent lies to the
Divisional Superintendent and is submittod to him for his orders. '

Mr, Lalchand Navalral: Then it will be forwarded, and not held up ?

Dr. Zianddin Ahmad: The main question is nct answered. Is the officer
who passed the order bound to forward the appesl to the next higher sutho-
rity or can he withhold it? ' : ‘

Mr. P. B. Rau: My Honourable friend has not heard my reply. I said
that 1 am informed by the Agent of the North Western Railway that an
appeal against un order of discharge passed by any officer, without the
prior approval of the Divigional Ruperintendent, lies to the Divisional
Superintendent and is submitted to him for his orders. -

Dr. Ziaunddin Ahmad: If an appesl is sent, can the Divisional Officer
withhold the appeal and not forward it, because the appeal cannot be sent
direct to the higher authority ?

Mr. P. R. Rau: The rules, under which appeals can be withheld, are
definite and only for sgcial reasons can such appeals be withheld. When
an appeal lies to the Divisional Buperintendent under the rules, no sub-
ordinate officer can withhold that appeal.
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Mr. M. Maswood Ahmad: In some cases orders are signed by ‘some
officer for the Divisional SBuperintendent. In such eases do the appeals
lie to the Divisional Superintendent or to the Agent?

Mr. P. R. Rau: The orders might be signed for the Divisional Bu er-
intendent, but they m:ght have been given by the Divisional Superinten
himself.

Mr. W, Maswood Ahmuil: Incertamcasesthemgnntureearefoanq-
gional Superintendents. In such cases does the appeal lie to the Agent
or to the Divisional Superinténdent, because such’ mstances have occurred
in the Dinapore Dlwmn?

Mr. P. B. Rau: Without knowing the particulars of that case, 1 am
not in a position to reply. %

CADRE OF THE INDIAN MEDICAL Ssstvics mn-dem PROVINORS usnn
oN Tes Lzx CommssioN RxPoRT.

1190. *Mr. A. Das: (a) Has the attention of Government been
directed to the recent notifications in the Gazette of India, dated the
80th September, and the 7th October, 1088, about the vadre of Hidian
Mediocal Service for the various provinoes -based on Lee Commnsm
Report? If so, does the. nwmber include the posts of the In
General of Civil Hospitals and the Director General of Public H t.h in
such provinces where such posts exist? If not, under what .cadre do
they come? |

(b) Does the Lee Commission Report provide ‘or a oacre of Indinn
Medica] Bervice for the United Provinces at 24 or 30? If the former,
how have the persons on leave reserve been included in it? If the latter.
will Government be plessed to state what partiom of tie. Iee Commission
Report provides for the cadre for the United Provinces at 30?

itr. @. 8. Bajpui: (¢) The answer to the firet part is in the aﬁmahve,
except that I have not been able to find any relevant reference in the
Gazette of the 7th October, 1983. The poste of Inspector General of
Civil Hospitals, North-West Frontier Provmce. and Director of Public
‘Health, Central Provinces, are included in the cadre of flie Indian Medical
Bervice (Civil). The posts of Inspectors General of Civil Hoepitals in all
other provinces and the posts of Directors of Public Health in some of
the other provinces are required to be Alled by selection from amongst
Indian Medical Service officers who were in civil employ on the 10th May,
1928, and whose rights have been protected under a notification of the
12th October, 1882, a ecopy of which has been placed in the Library of the
House.

(b) The Lee Commission made no suggastums reganding the number
of Indian Medical 8ervice officers to be employed in the Unitad Provinces.
Under Devolution Rule 12, the Secretary of State in Council is the autho-
rity to prescribe the number of Indian Medical Service officers to be
employed by a Local Gova;nment and the cadre sanctioned by him for the

United Provinces consists of 24 specified posts and six officers to provide
leave reserve.



QUESTIONS AND ANSWERS, k1

Rxvisap SoaLss Or PaY »oR THS SUPERIOR SERVIOES. !

119]1. *Mr, 8. O. Mitra: (o) Has the attention of Government been
drawn to the news published in the Hindwetan Times, dated the 8iL
November, 1988, on page 1, under the eaption ‘‘Revised Seales of Pay’’?

(b) Is it a fact that the Government of Indiu bave decided not to take
any further steps for revising the scales of salary of the Indian Civil
Service and the Indian Police Service officers besides collection of some
data by Mr. T. Sloan?

(o) Is it a fact that Government have anmounced the revised and reduced
scales of pay for services under them? ‘

(d) Do these revised scales include the revision of pay for the I. C. 8.
and 1. P. 8.2 1f not, is such a revision under eontemplation by Govern-
ment? If not, what are the grounds for not reducing the scales of pay
for new entrants to those services? When do Government propose tc
smhounde their decision in regard to the reduction i pay ef these  two
services?

(¢) Will Government be pleased to give reasons for this differential
treatment towards the hizh salaried and‘:logl!erv;lqwe;ksalvaﬁqd staff?

(f) Will Government be pleased to state the amount of saving that
they expect within the next. five years by the revised scales of pay intro-
duced for the services under them?

(9) Will Government be pleased to state the amount of saving that
would have secrued to thiem it the same genersl #até of veduction in pay
were applisd to the 1.-C. 8. end the I. P. 8. for the next five vears?

(h) Why did not Government consider the_question of revising the

scales of pay for the I. C. B. ang the’l. P. 8. first before touching the
lower services?
_ (1) Huve the Government of India been informed by the Becretary
of State for India that the British Parliament is not Ikely o entértain
s;iy suggestion of the reduction of pay of the I. C. 8. and the I. P. 8.
cfficrs

are Governmeat pre to give : question of reducing the -scales of
pay of the other services as well? u{l not, why not? 8 -The-sen

(k) Ts it contempluted to mn&pmeshe revisioh of pay of the L. C. 8.
and the I. P, 8. for review Momtftathe!di’;:gupofthemw

Constitution? If so, why?

() Will Governmant be plessed to sfaféiu'lxétﬁél: the Geneml? i’urpoaes
Sub-Committee of the Retrenchment Advisory Committee recommended
the revision of pay simultaneously for all services? If so, will Govern-

ment be pleused to state the reasons for aceepts 3 th
recommendstion?® SUPURg obly one. p@;t.Oi i

Ths Honourable Sir Harry Halg: (a) and (c). Yes.
. (). (d) and (k). No recommendations have yet been made by the
,‘:“’ijrnmcu_t of Igdia to the Secretary of State on the question of revision
gﬁl;::es of ‘pay for new entrants to the-Indi i OF1 Sertios mnd the Tndian

(¢) Does not urisc.
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- (f) and (g9). The Government of India have not calculated the savings
that will result in the next five vears from the revision of pay of the ser-
vices under their control, and they are unable to state what savings would
accrue from hypothetical reductions in the scales -of pay of the Indian
Civil Service and the Indian Police.

(h) and (7). The Officer on Special Duty took up the case of the Indian
Civil Service and the Indian Police at an early stage of his enquiry. The
problems arising in these two services are more complicated than in the
services recruited solely in India, and as they are All-India Services it has
also been necessary to consult all Local Governments. This has naturally
caused some delay in the consideration of the case.

(#) The Government of India have 1eceived no such information,

(j) The question of the scale of pay of each service has been consi-
dered on its merits.

Mr. 8 C. Mitra: Do Government saccept the general principle that
before they revise the scale of pay of lower salaried officers, in justice
fairness, they should revise the scale of the high salaried officers?

The Honourable Sir Harry Haig: That is not the principle that has
been followed or the procedure. What Government have endeavoured to
do, as I have just stated, is to deal with the pay of each service on its
own merits.

" Diwan Bahsdur A. Ramaswami Modaliar: Have Government received
replies from Local Governments who have been consulted on the subject?

The Homourable Sir Harry Haig: We have received replies from all
Local Governments.

Dr. Tiauddin Ahmad: When are they likely $o send their recommenda-
tions to the Secretary of State?

The Honourable Sir Harry Haig: Very shortly.

Dr. Ziauddin Ahmad: May I ask whether the retrenchment or reduc-
tion in salaries should be given effect to simultaneously both in regard to
the services under the Government of India and the All India Services
‘and that one should not have priority over the other?

The Honourable Sir Harry Haig: There can be no question of introducing
‘revisions of pay with retrospective effect unless, as in the case of certain
services, notice has been given.

Dr. Ziauddin Ahmad: My point was this. Whenever any scale of pay
has been fixed for future men who are entering the service, the new scale
should be applied simultaneously to the men in the service of the Govern-
ment of India and in the All India Services and not spplied one before the
other?

. The Honourable Sir Harry Haig: The new scales of pay have already
been sanctioned and brought into force with regard to the services under
the Government of India.
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Mr. X, O. Neogy: Oan the Honourshle Member give an approximate
idea as to the time that will be required for the Government of India to
complete their inquiries in regard to these two services and also for the
Secretary of State to make up his mind as to what action to be taken.

The Honourable Sir Harry Haig: I may say that within the last few
days the Government of India have reached general conclusions, so far as
they are concerned, and they propose to address.the Secretary of State, very
-shortly. oo

Mr. Gayas Prasad Singh: Do I take it that it is in pursuance of the
recommendations of the Retrenchment Sub-Committee that the revised

-soale of pay for subordinate officers has been arrived at?

The Honourable 8ir Harry Halg: The question of introducing new scales
-of pay for the services under the Government of India and, I think, also
in the case of the 1. C. 8. and the Indian Police, was undoubtedly suggest-
ed by the Retrenchment Committee.

Mr. Gays Prassd Singh: My question was whether the tevised scale
.of pay for subordinate officers has been decided as a result of the recom-
mendations of the General Purposes S8ub-Committee of the Retrenchment

Committee ?

The Honourable Sir Harry Haig: I am not very familiar with the
proceedings of that Committee, but I do not think that they went into
any detailed recommendations. 1 think the recammendations were worked
out by the Officer on Special Duty. '

Mr. Gaya Prasad 8ingh: 1Is it a fact that the General Purposes Re-
trenchment Committee also recommended that the revised scales of pay
should operate in the case of the I. C. 8. and the Indian Police Service
simultaneously with those of the subordinate staff?

. The Honourable Sir Harry Haig: I bave no reccllection of any recom-
mendation that the scales should issue simultaneously, but, as T have
already said, they did wish the case of the I. C, S. and the Indian Police
to be taken up.

_Mr. Lalchand Navalral: May I know from the Honourable Member if
this revised scheme with regard to the higher-paid officials will come into
operation after the introduction of the new Constitution, or before that?

The Honourable Sir Marry Halg: T am afrafd T am not ik s position
to say anything about the conclusions that are likely to be reached on
this question of the future pay of .the I. C. S, and the Indiac. Polige.

_ Mr. Lalchand Navalral: What was then the justification for bringing
into operation revised scales of pay with regard to the subordinates ?

The Honourable Sir Harry Haig: The justification was *‘retrenchment ™.

Mr. 8. 0. Mitra: May I take it that if the higher authorities do not
accept the Government scheme as regards the ‘scales of pay of the higher-
salaried officers, they will. not enforce and penalise merely the lower-
salaried men? : N
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The Homowrable Sir Marry Haig: Sir, as 1 have aiready: stiited;” the
Government of India think it necessary to deal with the pay of each set-
vice on its own merits, and they cannot accept the principle that if a
revision of pay is not made in one service, therefore it must not be ‘made
in another service in which there appears to them to be full justification
for muking it. ' ‘

Mr. Gaya Prasad Bingh: Does not the justification for retrenchment
operate equally in the case of officers of the I. C. 8. and the Indian
Police? T

The Honourable Sir Harry Haig: No doubt, Sir, if the matter is put
as the Honourable Member puts it, it sounds as i the higher-paid services
should equally have their pay reduced; but, as 1 huve already mentioned,
there are special complications arising in the case of services which are
recruited not solely in India.

Mr. K. ©. Neogy: Does the Honourable Member realise .that if there
be anv discriminatory treatment between the higher services like the
[. C. S. and the other All India Bervices or the subordinate services
then, so fac as the future recruits are concerned, there may be loes of
efficiency in the case of the latter clasa. having regard to the sure dircon-
tent that will arise so far as the lower services are concemed? -

The Honourable Bir Warry Haig: 1 do not think that is a necessary
conclusion.

Mr. Gaya Prasad Singh: Is it not a fact thaf'ﬁ'xe Retrenchment Com-
mittee was eet up for the purpose of retrenching the pay and personnel
of the subordinate Indian services and not of the Superior I. C. S. and
Indian Police Service ?

. 'The Honourabile Sir Harry Halg: The whole matter, as 1 have already
stated. bas received the most careful consideration and is receiving the
most careful consideration' now.

~ Mr. Gaya Prasad 8ingh: Do I understand that the revised scales of psv
for the members of the 1. C. 8. and of the Indian Police will come into
operation shortly ?

‘!‘ho!onomblosirlau'{m I cen make no statement sbout our
conclusions. The matter will now be referred to the Secretary of State.

Mr. Gaya Prasad Singh: When is the Secretary of State likely to reach

his conclusion ?

. The Honourable Sir Harry Halg: I am afraid T am not in a position
to make any statement on the subject.

. Dr. Ziauddin Ahmad: Is it not a fact that the ratio of the avgrage
vay of the higher staff {0 the average pay of the subordinate staff is much
higher in this country than it is in any other couniry, and that, by this
discrimination which théy are going to introduce, this ratio will become
much higher ? R
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. Fopenzable: Biv. Naxxy Hisig: 1. would: ask. the Honourshle ber
noﬁ‘:.muke any assumptions which ere not justified: by what I heve si |

Sardar Sant 8ingh: Is it or is it not a fact that the propqrtion of tl}e
y of the higher servies officers to that of the lower serviee afficers in
ingland is 1 to 82 while in India it is 1 to 1887

The Honourable Sir Harry Haig: I am afraid I am entirely unacquainted
with the figures which the Hopourable Member just quoted. .

Sardar Sant Singh: Will the Honourable Member please make inquiries
and find out?

The Honoursble Sir Marry Matg: If the Honourable Member will send
me the figures on which he reliee and the authority for them, I shall be
very glad to peruse them. »

Mr. T. N. Ramakrishns Reddi: Do the Government see the advisahility
of giving effect to the revised scales of pay with regurd to the subordinates
simultanecusly with the revised scales of pay for the L. . 8. and the Indian
Police ?

Mr. President (The Honourable Sir Shanmukham Chetty): That ques-
tion has been usked already.

Mr. B. Das: May I inquire from the Honourable Member if the compli-
cations be refers to are the memorunda which the I. C. 8. and the Indian
Police Associations have submitted to the Joint Parliamentary Committee,
and whether it is not a fact that they mentioned there that they did not
want their salaries, emoluments and allowances to be in any way reduced ?

The Honourable Bir Harry Halg: I think the Honcurable Member is
referring to a different point. We are discussing st the momans the ques-
tion of the rates of pay for new entrants a.id not thc juestion of maintaining
the rutes of pay of existing members.

Mr. B. Das: Was it not mentioned in those memoranda that they would
oot like any lowering of the scales of pay of the new entrants for the 1. C. 8.
and the Indian Police ?

The Honourable 8ir Harry Haig: | am afraid 1 cannot carry in my mind
what was said in these memoranda, but it seems to me on the face of it
improbable that serving members will take any very keen interest in the
pay of their successors,

Mr. B. Das: s not the Honourable Member a member of the I. C. 8.
Association which submnitted that memorandum ?

Ths Honourable Sir Marry Haig: No, Bir. I am ocertsinly not. In my
present position it would be quite improper for me to be a member of the
I. C. 8. Association.

Diwan Bahsdar A. Ramaswami Mudaliar: In view of the general mis-
nppreheuglon that has been caused over this question, is not the Honourable
Member in u position to say that the conclusions, which the Government of
India have arrived at on this question. do involve a revision of the scales
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of pay for the L. C. 8. and the Indian Polios, &l that that révisio id in the
direction of reducing the present rates of pay? Idonetukengh:rﬂur
details.

mnomblomrnmyndr Iemeorrynottobe abletomeet g
Honourable friend as I am not in a position to make any statement wit!
regard to the nsture of the oonclumone ot the Government of Indm

Mr. Lalchand Navalrai: May I know from the Honourable Member if
new entrants into the higher services are being entertamed on the existing
rates of pdy or not?

Ths Honourable Sir Harry Haig: I am mot sure whether the Honoureble
Member refers to the I..C. S. and the Indmn Police. At present the new
entrants into those services are coming in on the existing rates of pay.

Mr. K. C. Neogy: The Honourable Member has stated that the present
members of the services are not expected to be quite so keen on the reten-
tion of the existing emoluments so far as the new entrants are concerned.
Do I take it that that represents the opinion of the Government of India as a
whole and do I take it that that also gives us an indication about the attitude
which the Government of India have taken in the matter? .: -

The Honourable Sir Harry Haig: The concern of the Government of
India it to secure that there shall be such rates of pay fixed for new entrants
as will enstre our getting an adequate supply of candxdetee of the class
required.

MuyusLIM SUPERINTENDENTS IN THE GOVERNMENT OF INDIA DEPARTMENTS.

1192, *Mr. Muhammad Azhar Ali: (a) Is it s fact that on the 1st
October, 1938, there were four Muslim Superintendents in all the Depart-
ments of the Government of Indis, Secretariat, two of them being in the
Finance Department ?

(b) Is it a fact that both the Muslim Superintendents in the Fmanee
Department, have been compulsorily made to retire fromm Government
service? If so, will Government please state the reasons for taking such
a drastic measure ?

(c) Will Government pleasc state what is the pementege of Muslims
to the total strength in the Finance Department?

(d) Is it a fact that there is not a single Muslim in the Upper Time-
Scale of the Finance Department ?

(e) Will Government please state what steps they propose to take to-
increase the Muslim representation in the Finance Department?

() Are Government aware that the retirement of - the three’ Thdian
Buperintendents has created an impression that .Government wented 0
promote the interests of the Anglo-Indians in the Finance Department?

(9 Is it a fact that one of the retrenched Muslim Superintendents
worked satisfactorily as an Asdistant Becretary for 2} vears? Ts it a fact
that hig post was abolished and the second post of an Assistant Becretsry
reumadandgzven to an’ Anglo.-lmmm who wu nmiotto him in seevioo?
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mgﬁmmwn retiring three Imdian - Superintendents simultaneously has
csused great consternation among all the communities of the Government
of India Secretariat and has created s feeling of insecurity, of service? .
" () Will. Government please ‘state in how many csses Article 465-A
of tl(:z ‘gi.vil Service Regglati'ms. under wigich the three .Indian -officers
have been made to retire, has been applied since 1914? -

The Honourable Sir George Schuster: () Yes.

(b) Two Muslim Superintendents and a Hindu Superintendent in the
Fioance Department have recently proceeded on the full amount of leave
due to them preparatory to retirement. : :

.. (c) 22 per cent.

(d) I presume that the Honowable Member refers to the upper time
soale for first division clerks. None of the five posts on this scale is ci
present held by a Muslim. :

(¢) The Finance Department will observe the policy determined by the
Government of India in this matter. That policy is8 now under discussion.
(/) No.

(9) One of the Muslim Superintendents officiated as Assistant Secretary
for nearly 2§ years. He was reverted owing to the reduction in the number
of posts of Assistent Secretary from three to two ind no Anglo-Indiar ~ has
been appointed in his place. In this connection I would invite the attention
of the Honourable Member to the reply given to unstarred question No. 161
ssked by Mr. Maswood Ahmad on the 80th of September, 1882.

(4) No.
(i) The information is not readily available.

CREATION OF THE POSTS OF CERTAIN OFFICERS IN THE FINaNcE
DEPARTMENT.

1193. *Mr. Mubammad Ashar Ali: (a) Is it a fact that new posts of
nn Assistant Secretary, a Special Officer and an Additicnai Secretary have
recently been created in the Finance Department? If 0, will Government

please state the reasons for creating these posts in these days of retrench-
ment ? '

(b) Are Governmeut aware that there is s general feeling among the
public that considerutions of economny are - 8eb_y the Fimanse e

ment upon other Departinents aud not applied to their cwn Department ?

The Honourable Sir Georgs Scbuster: (a) Oue temporary post of Addi-
tional Secretary has been created in the Finance Department for a period of
six months and one post of Ofticer on Special. Ruty for ‘abeut 1} months.
Both of these have %eeri crcated “for the purpose of dealing
with special work in conmection with the Reserve Bank. The Officer on
Specinl Duty is aleo in charge f some of the ardingry work of the Depart-
ment and one post of Assidtant Secrctary is being held in abeyapce during
the period of hig*appointment. R RAEIRE R -G R -

- (b):No. The Governmens cannot ”bel%?ie ‘that ‘o mi Lo
should exist. such’a misapprehension
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EVIRENCE . SEGRETAWY % PTATR BoR [¥Ris Q¥ 388 SYATMT OF
- “'an_ﬂnmmn IN RRLATION T0 TEE DomiNiows oF

1194 *3. B. Pas: (a) Has the attention of Government been drawn
%0 the prees repants published in Te'Nadiongl Gall of November 8th,
giving 8 summary of the evidence tendered by the Secretary of State for
India on the subject of reciprocity and retaliation in relution to the
Dominions of the British Empire?

(b) Is the report published in the Press a correct statement of the
position taken up by the Secretary of State?

(¢) If the report is oorrect, do Government agree with the position taken
up by the Secretary of State?

(d) Did Government send in their recommendation on the subject
before the Secretary of State gave his evidenow, and was that recom-
mendation different from the view expressed by the Secretary of State?

(¢) Have Government made any representation to the Secretary of
State on the subject of his evidence, and, if ao, will they please place the
correspondence on the subject on the table of the House?

(f) Are Government aware that the Secretary of State’s evidence on
the subject has created resentment in the country?

The Homourable Sir Brojendra Mitier: (a} Yes.

(b) and (c). The report in the Press is necessarily brief. Copies of the
minutes of evidence given by the Secretarv of State for India before the
Joint Select Committee have been placed in the Library of the House.

(d) and (e). The subject matter of paragraphs 122-124 of thc White
Paper proposals has been discussed with the Secretary of State, but Gov-
ernment regret that the correspondence canrot be laid on the table of the
House.

(F) Yes.

Sir. may I add that this matter may not be further pursued at the
moment, because we are arranging to huve n debute sbortly.

Mr. B. Das: That will satisfv me.

ADMINISTRATION OF JUSTICE IN PROVINCES WHERE TEE Higr CoumrTs
ARE UNDER THR LocaL GOVERNMENTS.

1195. *Pandit Ram Krishns Jha: Will Government be pleased to state
whether they are responsible for the efficient and timely administration of
justice in the provinces where the High Courts nre under the Local Gowvern-
ment ? o

The Honowrable Sir Harry Maig: The administration of justice is e
provincial subjeet.
Drxray v Diseensmmg JUsTiOR.

1196. *Pandit Ram Krishna Jha: Will Government be pleased
whether after such effect as has been given to mdthormmentga:it:n*f
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. of the Civil Justice Committee, delay in dispensing justice has beén appre-
" einbly redueed ? I not, d6 Gevernment propose to tdke any other steps
“ 4o avoid undue delay in the disposal of the cases? If not, why not?

The Honourabie Sir Hatry Halg: ¥ffect has been given to a number of
propusals designed to reduce the luw’s delays. Local Governments ate
primarily responsible for the adininistration of justice, in éonsultation with
High Courts, and are fully slive to the importance of taking such mcasures
“as nve practicuble to further thia end.

NuMBER oF JUDGES IN EACH HicH CovRrT ¥ INDIA.

.- 197, “Pesdit Ram Krmhud Jh4: Will Government be pleased to state
“the . numbet of thé judgeés of each of the High Courts in India on
_the date the report of the Civil Justiee; Cotamittee was sbmitted to Gov-

etnmient, and the number of judges of each of the High Courts in the
month of October, 1933 ?

" The Honourable Sir Harry Halg: 1 lay on the table a statement giving
the information.
Statement shoﬁug the number o

f Judges of High Courts including Additional Judges
in Janugry, 1986 and October, 1938 Toor

f1igh Courts. 1925. 1933.
Madres . . . . . . . . 12 14
B“hy‘ - R . . . . . l:.' " io Foomper e N7 1
Calcutta . . . . . 18 16
9 . LS | £
Lakbee . . . . . . . 1 1a
Patas . . . . . . i ° 1o
¢ bt 1

s

Arrenriamer or Juptss tx Hioit Cotrrs UspER TBE LocaL

GOVERNMENTS.

1198, *Paadis Rem Krihna Jha: Will Government be pleased to stete
if they are responsible for the sppointment of judges in the High Courts
which are under Local Governments ? If so, what is the procedure adopted
in the stlection of petwons for appointment as Judges in sueh High Courts ?

The Beaiownble Sir - #4ig: Permnanent appointments to the High
Courts are made by His Majesty under section 101 of the Go

1 vernment of
Indin Act. -

INDO-JAPANEBSE TRaADR AGRERMANY.

1190. *Mr. B. Das: (a) Wil Government be pleased to state
whether a new Indq.Japanese Trade Agreement has been entered into, and
the date from which it has come into operation? o o

(b) Wil Government be pleased to state the terms of final settlement
of the Indo-Japanese Agreement ?
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(c) Is it a fact that Government had to extend the terms of the old
- agreement by another one month since the -origina] extension of six months
was sanotioned ?

The Honourable Sir Joseph Bhore: (a) and (b) The negotiations with
the Japanese representatives are still in progress and no trade agreement

has so far been reached.
(c) The Homourable Member’s attention it invited to the Government
of Indis, Commerce Department Press Communiqués, dated the 27th and

the 30th September, 1983.

Mr. B. Das: Will the Honourable Member kindly give us & forecast as
to when these negotiations with the Japanese Delegation will terminate?

The Honoursble Sir Joseph Bhere: I am afraid I cannot give any
opinion in the matter.

Mr. B. Das: Did my Honourabl- friend anticipate in September. that
it would drag on till November and might drag on till nest year?

The Honourable Sir Joseph Bhore: It is no good by giving my Honour-
able friend a statement of my own aunticipations in the matter.

Diwan Bahadur A. Ramaswami Mudaliar: Ts it not a fact that the
month’s extension has now expired, and may I know what is the state of

affairs today?

The Honourable Sir Joseph Bhore: The state of affairs today is that this
country is no longer in trade treaty relations with Japan.

Mr. 8. @G. Jog: Will the Huncurable Member see to it to withdraw
the concessions suggested from the Japanese Delegation so that there may
be a status quo and a free atmosphere between the two countries while the
trade negotiations are going un?

The Honourable Sir Joseph Bhore: I think my Honourable friend is
aware that the extension of 8 month wae not made conditional upon the
withdrawal of the boycott.

Mr. 8. @. Jog: Have the Government of India realised the effects of
the continuance of the boyeott by Japan on the country produeers of India ?

Mr. President (The Honourable Sir Shanmukbam Chetty): The Chair
ought to intervene. When negotiations are being carried on and not yet
concluded between the Government of India and a foreign Government,
this House will do well not to ask too many questions on the subjcat.

Loss or Lerrers oy CREDENTIALS OF THE JAPANRSE DELRGATION.

1200. *Mr. B. Das: Has the attention of Government been drawn to
the statement in the Press that the Japanese Delegation evuld ot present
their letters of credentials as these were lost during the voyage? -

Mr. H. A. P. Metcalfe: Government’s attention has not hitherto been
drawn to the statement referred to.



QUESTIONS AND ANSWERS, 2851

Mr. B. Das: Do I take it that neither the Foreign Office nor the Director
of Statistics under the Commerce Department, nor even the Director of
Information who is under the Home Department have a knowledge of this
“Press report which is a common knowledge throughout the length and
‘breadth of India? :

Mr. H. A. ¥. Metcalte: I am not sure what the Honourable Member
requires. If it is information as regards the truth of the Prees report,
can say that owing to an unfortunate ovemigh credentials of some of the
-members of the Deputation were left behind, but steps were immediately
4aken to obtain those aredentials before any formal business was under-
taken by the Delegation.

Mr. B. Das: May I just mention for my Honourable friend’s information
-that the Press report was that the letters of credentials of the whole of the
Japanese Delegation were lost and not only of some members. ”

Mr. H.-A. . Motcalts: I have already contradicted thst statement.
*That is not the fact. What I have stated is the fact. .

Rasurr oF ™as CONFERENO0S CONVENED BY THE Prisipxirr oF TRE BoNBAY
- MIIIOWNERS’ ASSOCIATION.

1201. *Mr. B. Das: (a) Wil Government be pleased to state
if they participated, or assisted in any way, in the tripariite conference as
was convened by the President of the Bombay Millowners’ Association ?

(b) Will Government be pleased to state if they are in & position to
‘state the result of that conference and if any non-official trade convention
‘has been reached?

(¢) Has the attention of Government been drawn to the statement in the
prees issued by Messrs. Kasturbhai Lalbhai, D. P. Khaitan and Lala Shri
Ram on behalf of all the millowners minus those of the Bombay City that
‘the up-country millowners dissociate themselves completely from any private
understanding that Bombay millwallas might have recached with the Lanca-
shire Delegation ?

The Honourable 8ir Joseph Bhore: (a) No, Sir.

(b) The result of the conference including the text of the agreement
entered into between the Lancashire Delegation and the Millowners’
Association, Bombay, has alreadv appeared in the Press.

(c) The attention of Government has been drawn to the statement.
Government do not know on whose behalf the statement was issued.

Mr. Gaya Prasad Singh: Are Government aware that the agreement
which hag been entered into by the Bombay Millowners’ Assuciation and
the Lancashire Delegation has been denounced by upcountrv millowners?

The Honourable Sir Joseph Bhore: I understand that the agre:ment
between the Millo®ners’ Association, Bombay, and the Lancashire Delega-
tion has not met with the entire approval of certain sections of the textile
industry in India.

B2
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M. Gays Prasid SEAh: Are Government awavé that the Chamber of

Comttieroe of Botibay has alss passed 4 fesohution derduneing Mr. H. P.

Modv and other gentlemen who were the spomsors of the agreement? ' '

The Honourable Sir Joseph Bhore: If my Honourable friend had read
today’s paper, he would have seen a statement there that the Indiam:
)Mo;mbm&’ Association. Bombay, comtemplate the te¥isioh of that vesolu-

Diwin Bahadur A. Raimsswanil Mudaliar: Is it a fact that the Mill-
owners' Association, Bombay,—to give it jts proper title—include the-
millowners not only of the City of Bombay, but of many other mills both
in upcountry and in Southern India? Is it not a fact also that a consider-
able section of the millowners outside the Bombay City have supported
this agreement? LT

The Honourshie Sir Joseph Bhore: My Honourable friend is ditite correct.

Mr. K. 0. Neogy: Have the Government applied thejr mind at.all 4o the
subject-matter of this agreement between the %?ayf mxroé'%en"
Association and the Lancashire Delegation? "

. 4N - Henoumble Sir Jesspk Bhore? Govermment have matwrsiiy: fon-

sidered it and as, I think, ¥ mentioned the other day. the action that they
~will take upon it will be made clear to the House when they come before-
;thisf House with their proposals in respect of cotton textilet during the
next Session,

Mr. R. 8. Samma: In view of the reply of the Honourable the Commerce
Member that he does mot know 6n whose behalf these gentlemen have
issued that memorandum, will he tell us whether these gentlemen were-
. invited by him yesterday to confer with him and on whose behalf he
-asked. them to er with him ? ‘

. The Homourahle Sir Joseph Bhore: My Hanourable friend is singularly
ignorent of what has taken place during the last two months. Tn order to-
assist Government in carrying on their negotistions with Japan, they in-
vited representatives of the cotton textile industry and of various other
interests in the country, and these gentlemen came as representatives of

the textile interests.

Mr. K. O. Neagy: Has the Honourable Member’s attention been drawn
to a statement which the President of the Board of Trade made recently in
the House of Commons in his speech on the debate on the address in which
he stated as follows:

“The main result achieved the Delegation in Indis was the willingness of the
Government of Indis to dimbylbo new agreement immediately the Japanese negotia-
tions were concluded.”’ ’

Mayv 1T know on what occasion and in what manner and in what terms
this particular assurance was given?

The Honourable Sir Joseph Bhore: That no doubt refers to the passage
in the letter which I addressed to Sir William Clare-Lees, the head of the
Manchester Delegation, a copy of which is being placed in the Library of
the House as T promised my Honourable friend that it would be placed.
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. Mz. B. Das: Will the Honoursble Member lindly tell me whether it is
not a fact thet the Bombay Millowners' Association congiste of more than
60 per cent. of Europeap members; whether it is not a fact that the
Bombay Millowners’ Association only represent g moiety of the textile
industries of India; and whether it is not a fact that the gentlemen, whose
names I have mentioned here, represent very large partions of the texfile
industry in India?

. The Honourable Sir Jessph Bhore: My Honourable fnend has put wo

many questions in one that T amn afraid I cannot carry them all in 1ny head.

Mr. President (The Honouralle Sir Shanmukbam Chetty): Only the
first question need be unswered, numely, whether it is not a fact that the
Bombay Millowners’ Association contains more than 60 per cent, of
European interests. The second and the third do not require an answer.

The Honmoureble Sir Joswph Bhews; | have no definite inform-tion on
that point, but I should think ¢het it was anlikely. :

Mr. Gaya Prasad Siagh: In view of the [apt that the Honourahle the
Commerce Member seems to keop a close touch with the Bombay Mill-
ewners' Association, may I know if the Government of Indis gave their more!
support to Mr. Mod) ‘s Association in arviving st an agresment with the
Lancashire delegates? ’

The Honourable §ir Jeseph Bhove: What does my Honourable friend
mean by ‘‘morsl support”?

Mr. B. Das: With reference to part (a) of my question as to the
convening of the tripart.i:n c:‘:x.ﬁerence by the President of the Bombay
Millowners’ Aspocistion, wil .. le the Commeron Maomber kind)
tell me what happened about the nou-official negotiations of the Bomha;
Millwalas with the Japanese non-official Commercial Delegation?

The Homourabe Sir Jossph Bhore: I do not exactly know what my
Honourable friend means by the phrase *‘Bombay Mitlwwlus”. Dues he
mean the workers in the Bombay Mills?

‘Mr. B. Das: I mean the Bomhay Millowners. That is the ususl phrase
thut is used in the Bombay Presideney.

The Honourable fiir Joseph Bhore: | am afraid 1 cannot give my Hon-
ournble friend ‘any information as to what resulted from the conversations
between the Millowners of Indin :nl the Japanese representatives. That
is an el\;nol?hcial matter in  which these two Delegations alone were
concerned. '

. Mr. B. Das: Was not the Honournble Member's Department inquisitive
m any way to knole what happeaed in the wegotiations of the Indian
Millowners with the Japanese Commercial Millowners in the same way as
the Honourable Member took notice of what happened in their negotiations
with the Lancashire Millowners.
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The Honourable Sir Joseph Bhore: So far as the Lancashire conversa-
tions were concerned, Government were informed definitely of the results.
that had been achieved. But so [ar as other conversations are concerned,
Government have no information.

"‘Mr. B. Das: Is there any truth in the news that I read somewhere
that the Japanese Millowners wcre insulted by the way they were handled
by the President of the Bombay Millowners’ Association and that, there-
fore, they did not negotiate with thcm in any way?

Mr. President (The Honourable Rir Shanmukham Chetty): That is nut
the concern of the Government.

Dr. Ziauddin Ahmad: In view of the fact that the cottage industry
plays a very important part in the textile industry of this country, may I
know whether the interests of the cuttage industries have also been kept in
wiew in these negotiations with Japan snd the Millowners of Bombay?
That is a point which we will bave to discuss on the floor of the House.

The Honourable Sir Jossph Bhore: My Honoureble friend put that-ques-
tion to me a few days ago and I gave him a very categorical reply that
thev most certainly have been kept in the forefront during our consultations
with our non-official advisers, representatives of the cottage industry were
invited by us to give us their views before we took any action.

Mr. 8. @ Jog: Have you arrived at the final stage?

The Honourable Sir Joseph Bhore: My Honourable friend must wait and

Mr. Gays Prasad Singh: May I take it that this House and the country
outside will be given an opportunity to discuss this question before the
agreement arrived at with the Laucasrhire delegates is given effect to by
Government ?

The Honourable Sir Joseph Bhore: My Honourable friend, being an old
Member of the House, must surcly realise that so far as anv agreement with

the Tancashire delegates means legislation, it must come before this House
before it is given effect to.

Mr. Gaya Prasad Singh. Do I understand that no executive acticn will
be ptn’smble without giving this House nn orportunity to discuss the agree-
ment ? '

The Honourable 8ir Joseph Bhore: What does my Honourable friend
mean hv executive action?

Mr. Gays Prasad Singh: 1t is for the Honourable Member to rav that
Do executive action will be taken with regard to the manipulation of tariffs.
or otherwise without the consent of this House
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The Honourable Sir Joseph Bhore: I am not aware of the way in which
executive sction might be takem tc manipulate tariffs.

Mr. Gaya Prasad Singh: I um glad of this sssurance.
Mr. B. Das: Why, under the Indian Tariff Act.

RxporT oF THE TARDY? BoARD OX THE CorTox TEXTILE INDUSTRIES.

1202. *Mr. B. Das: (a) Wil Government be pleased to state
when they intend to publish the Tariff Board’s report on the cotton textile
industries ?

(b) Will Government be pleased to state if they intend to grant any
further measure of protection to the cotton mill industries and if so, when
they intend to legislate for it?

The Honourable Sir Joseph Bhore: (a) As I explained to the Honour-
able Members during the discussions in this House on the Cotton Textile
Industry Protection (Second Amendment) Bill, 1983, it is not the normal
practice to publish the Tariff Bonrd’s reports in advance of the announce-
ment of the considered conclusions of the Government of India.

(h) The proposals of the Government of India will be placed before
the Tegislature in time to permit of a final decision before the expiry of
the existing period of protection.

Inpo-JaPANRSE TRADE AGRBEMENT.
1203. *Mr B. Das: Will Government be pleased to state:
(a) if they will legislate to give effect to the new Indo-Japanese Trade
Agreement;

(b) if they will allot a day for discussion of the Indo-Japanese Trade
Agreement during the ensuing Session?

Yhe Honourable Sir Joseph Bhore: (s) So far 38 may be necessary,

ves

~ (b) The Honourable Member is referred to my answer to part (b) of
Dr. Ziauddin Ahmad’s question No. 1145.

ESTABLISHMERT OF A STATUTORY FINANCE COMMITTEE IX TRE Eastr
Armicax CoLONIRS.

1204. *Mr. B. Das: (a) Will Government be pleased to state
the present position of the European settlers’ scheme for the establishment
of a Btatutory Finance Committee in the East African Colonies ?

(b) Will Government be pleased to lay on the table all correspondence

between themselves and the British Colonial Secretary or the Secretary of
Btate for India on the subject?

(c) What steps have Government taken so far to protect the rights of
Indian settlers in this crisis ?

Mr. G. 8. Bejpal: (a) and (¢). T have nothing to add to.the Press
note on the subject which was issued on the 11th A .

(b) The Honourable Member s suggestion is being considered.

.
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SUSPENSION OF CERTAIN EMPLOVEES OF YHB HormevLrunn Drvisrow,
CeNTRaL PuBLic WORKS DEPARTMENT.

1205. *Sardar Sant Singh: (a) Is it a ‘act that certain employees of
the Horticulture Division, Cemtra] Publis Waorks Departtnent  were
suspended in September, 1980, on the report of the Audit Department? If
80, how many.-and whet was theis pasition in the Departeacmt? - -

(b) Were any charges framed against them by the Departgent before
they were suspended? If not, when were the charges framed?® - Is it not
a ryle that charges showld be framed before suspension of Governmept
employees? '

(c) Is it a faet that subsequently the case was made over to the police

and some of the amiplayses were presecuted? If so, who were prosecnted,
and who were let out early? . -

(d) Is it a fact that during the examijpaticn of prosegution witpseses.
officers of the Department admitted thet labour was renlly employed at
officers buugnlowe, 3vmkbana Club, Polo Ground, etc. under the orders

of the Superintendent. Horticulture Division, und was charged to Gusern-
ment revenues?

(e) Is it a fact that the employees under suspension only carvied out
the orders of their supervisoys?

(h Is it a fact that the Superintending Engineor of the Hortioulture
Division was also the Secretary of the Gvmkhana Club? If so. do Gov-

ernment propose t¢ fali¢ any sdtion sgaimst him for emploving
Government labour in that Club? If not. why not? ;

(@) Who was the officer of the Central Public Works Department who
was holding the office of the Becretary. Gymkhana Club d the period
1928—30? 1s he not the same officer who started the case as Buperintend-
ing Engineer and eveniuslly decided it as Chief Engineer?

(h) Is it a fact that the Superintendent, Horticutture Division, under
whose orders the labour wae sc emplayed by hia suberdinates. was &
European? Is it also a fact that he wag neither prosecuted nor punished
departmentally? If so, what is the reason for this racial diserimination?

() Is it » fact that the Indiag employees were discharged by the trying

magistrate who in his judgment recommended the re-instatement of these
employees in the following words?

“I find no evidence against any of the accueed and I discharge them accordingly.
There having been a hong fide mistake against the accused ip this gase, and the Jeast
that can be dome $o0 rectify it is t» re-instate all the accused in their places and 1
recommend that thid masy he done by their masters, the Public Works
the Central Accounts Offics suthorities.”

(/) Is it a fact that, in spite of the clear flnding of the magistrate as
to the innocence of the accused. the Department again formulated the
same charges which the Court had substantiallv disposed of in its judg-
ment? H so, under what rules?

(k) How much amount was spent by Government in thig case?

. The Honoursble Sir Prank Noyee: (a) A statement giving the names
and particylars of the officials suspended in.conpection with the case to
which the Honourable Membdr refers ir Inid on the table.
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(b) Charges were not framed before these officials were suspended.
Charges were framed m Jannary, 1088. It is not meepsssry to frame
charges before orders of suspension ave framed. ‘

(¢) Yes; the case was refcrred to the police and the persons named
at Scria) No, 1-8 in the list referred tn in part (a) above were prosecuted.

Mr. Daulat Ram was Adischarged at an early stage of the proceedin&n'
The other persons accused were also discharged at the conclusion of the

-evidence for the prosecution.

(1) No.

(e) No.

(/) The Superintending Engineer concerned was aleo Becretary of the
Imperial Délhi Gymkhana Club. CGovemment see no reason to take
action against him as there is mo foundation whatever for the allegation

(9) Mr. F. T. Jounes, C.LLE, The case was sjaqrto;d st the instanee of
the Audit Depertment, snd Mr, Jones desly with # as Buperintending
Enginger and Chief Enginaer. :

(h) The officer who held the post of Superintendent, Horticultural
Division. was a European. It is correct that he has not been prosecyted
or punished departmentally. The Government of India are satisfied that
he was not a party to the defalcations that took place

(1) Yes.

(f) No. Depurdmental charges were framed independently to cover
all the allegations of departmemtnl miscondyct. Judieial proceedings are
vo bar to departmsental proceedings

(k) As the work connected with the police investigation and the judicial
and departmental proceedings w.s done by permanent officials in the
coures of their ordinary duties, 1o estimate of the expsndituse on the ease
oan be givea. .

Statement,
) Di I |
L i
Serial Name. Designation. of Remarks.
No. suspension. |
1 | Mr. Des . . | Temporary Horticul- | 4.9.30 Harticuttural
Rei tural Subordinate. Division,
2 | Mr. Bohan Singh . Ditto . 115-10-30 Works
. LT ‘4 ' L ems
3 Hr.ml Kishen | Temporary Clesk . 5-10- 2)
ar, (Aficrnoon)
4| Mr. P. N. Keehar . | Temporary Aocounts | 16-10-30 %‘
"5 | Mr. Daulat Ram . Temporary Account- | 18-10-30 |
ant.
o | Mr., lwm Lal | Temporary Amistant | 20.9-31
ittal \ \ - . { yConssal Acpounts
7| Mr. ShambuDiad .| T Ditto .| s0-03r e Otfce.
8 | Mr. Gopal Dat . Ditto .| 29-9-31 ‘
[ MeMukRej . . | Temporary Accounts | 77.5. {
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Sardar Sant 8ingh: May I know that when the Magistrate who tried the
case discharges the aco by stating that there i8 no evidenoe against the
accused, is not the Department bound by the finding of the Magistrate ?

The Honourable 8ir Frank Noyce: No, Sir. As I have said in reply to
part (j) judicial proceedings are no bar to departmental proceedings.

Mr. B. R, Puri: Was not the whole of the case placed before the Court ?
Why a portion of the case was withheld from the Court ?

The Honourable 8ir Frank Noyce: As far as I know, the whole of the
case was placed before the Court as far as it then appeared possible to do
80.

Mr. B. R. Puri: If the whole of the case was in fact placed before the
Court, the fact that the accused had been discharged would stop the Depart-
ment from proceeding departmentally against these very accused persons
on same materials which had already been placed before the Court.

The Honourable Sir Frank Noyce: Departmental misconduot and con-
duct that brings a man within the purwiew of a Criminal Court are two
different matters. T may explain for the information of the House that I
should have failed in my duty to my Department if I had not ordered a
departrnental inquire intn © case of this kind which had broken down. I
shouid also have been fuiling in my duty to this House as this case is
bound to be mentioned in the appropriation report which is presented to
the Public Accounts Committee.

Mr. Lalchand Navalrai: May I know from the Honourable Member if
the motive of the accused, namely, that they were being employed by the
Superintendent for private work was brought to the notice of the Court
and decided upon ? Y

The Honourable 8ir Frank Noyce: I cannot bear in mind all the details
of this most confused and confusing case. I have gone into the pa
with some care and, as far as I know, there is no ground whatever for the
allegation that men were utilised illegitimately for private work.

Mr. Lalchand Navalrai: Has the Honourable Member got a copy of the
discharge order ?

The Honourable Sir Frank Noyce: Naturally, Sir.

Mr. B. R. Puri: Will the Honourable Member place a copy of the order
discharging the accused as well as a copy of the various charges which were
framed from time to time?

The Homnourable 8ir Frank Noyce: I am not prepared to place the records
of the departmental inquiry on the table of the House.

Mr. B. R. Puri: I am not asking for the proceedings of the departmental
inquiry. 1 am only esking for the copies of the discharge ordgr snd the

various charges.
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* The Honourabl¢ Sir Frank Noyce: No, Sir.

Sardar Sant Bingh: May I know whether the Government realise this
fact that in a court of law when the Government are prosecuting their
servants, both the Government and the accused sre on the same level and
placed before an impartial tribunal ?

The Honourable Sir Frank Noyce: That may be so.

Sardar Sant Singh: In that case when the Magistrate, after hearing all
the evidence, comes to the conclusion that there has been a bona fide mis-
take against the accused in this case, what justification is left to the
Government to use their departmental machinery when the finding of that
impartial tribunal is against them?

The Honourable Sir Frank Noyce: A departmental inquiry was held into
this case by two officers independently, by the Chief Engineer and by the
Accountant (General, Central Revenues. As I have said, this was a most
confused and confusing case, but both these two officers came indepen-
dently to the conclusion that a serious fraud had been committed. It
seems to me that in a case of this complicated character, the opimion of
officers of that standing that g serious fraud had been committed is of
greater value than that of the Magistrate. "I may explain for the
information of the House that these men were temporary men and it was
open to Government to discharge them at a month’s notice. Instead of
doing that, a proper inquiry was held into the allegations of departmental
misconduct, the Chief Engineer inflicted certain punishments and the case
came up to Government on appeal when it was examined by me personally
most carefully. . Ordinarily it would not have come to Government on
appeal as these officers were not of the rank to which an appeal ordinarily
lies to the Government of India. It came to the Government of Indis,
because the original orders were passed by the: Chief Engineer. I can
assure the House that I have gone into the case most carefully myself and
I‘[‘oc:n also assure the House that, to the best of my belief, justice has been

e. . - .

Mr. M. Maswood Ahmad: Ts it a fact that Government were not satia-
fied with the judgment of the Magistrate ?

The Honourable Sir Frank Noyce: Naturally. Sir. As I have explained
to the House, I should have failed in my duty if T had not made further
inquiries into a case which broke down as badly as this one did., It was
obvious that there was something unsatisfactory somewhere and naturally
I had to find out exactly what was wrong. It may be that the case was
g::ls‘en;ed badly before the Magistrate and it was for that reason that it

e down.

. Mr. M. Maswood Ahmad: If Government were not satisfled with the
judgment of the Magistrate, was it not open to them to move the High
Court against the acquittal or the discharge ?

_The Homourable Bir Prank Noyoe: That may be so, but as I have
pointed out, the punishment meted out to these officials was for depart-
mental irregularities and nut for criminal irregularities.
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Mr. B. R. Puri: May I lnow definitely whethei ths’ Deparbmed?¥ is

not bound by the verdict which has been given by the Magistrate who has

jl‘dicim’ med‘]u' . y . . W PO

The Honourable ASit Frank Noyoce: No, Bir.

'

Mr. B. R. Puri: If Government were not satisfied with the order of
the Magistrate, did they pui in any revision againss that arder of dincharge ?

The Honourable Sir Frank Noyce: I have explained more .than apce
that we dealt with this case from the point of view of departméntal
irregularities, negligence and the rest, which enabled frauds to be
committed, We have not dealt with it from the point of view of criminal
intention. Certain frauds were committed and the officials, through whose
negligence, criminal or otherwise, these frauds were allowed to be com-
mitted, were suitably dealt with. The question of criminal intention does
not, therefore, arise. T o I o

Mr. S. 0. Mitra: Will the Honourable Member tell this House whether,
in the departmental inquiry, facilities were afforded to these acoused per-
sons to personally represent thelr case and, if any evidence wae produeed
against them, to test thst evidence by eross-examination ?

The Homourahle Sir Frank Weyee: The departmental inquiry was held
in the usual regular manner.

Mr. 8. O. Mitsa: Do Government realise that they only got a one-sided
version of the case, and when it was held by a Magistrate in a regular
Court of law that there was a bona fide mistake against the accused, was
it not unfair and unjust for the executive to go behind the judgment of a
competent Court of law and punish these poor people ?

The Homourable Sir Prank Noyoe: I do not think, §~ that T can
usefully add anything to the reply that T have already given.

Mr. Amar Nath Dutt: May I know if Government took any steps o
have those remarks expunged by way of appeal or revision before taking
any further action according to their own views?

The Homourable Sir Frank Noyce: I have already answered that
Que_ctzon, Sir, '

Sir Oowasji Jehangir: If it was evident that a fruud had beeu committed
and the prasecution failed, who was responsible for the failure of that
prosecution ? If it wae a good case, the prosecution should nat have failed,
and z::lps should have been taken against thosc who were responsible for
this failure.

The Homowrable Sir Frapk Woyee: That muy be so, but it bardly falls
within my province.

Mr. B. Das: In view of the fuct thst the departmental inquiry osme
after the judgment of a competent Coyrt, is it not fair that these unfor-
tunate persons should get their salaries and emoluments till the day the
Court delivered the judgment?
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P AR S QUESYIONS. AND ANSWHAS, amr
m m lh Frénk lqe. 'l‘hey ‘were on subsistente llowlnce

lr l’. 8. Sarma: May 1 know whether in such cagew the ﬂepsttmantal
mqutn precedes the Judlcml inquiry by a Mag:strate or follows it ?

'I'he Bnunnhh Sir Ftank Nogce: A prelnmnury aepartmenfal inquiry
is made up to the point at \\hldﬁt appears desirable that the case should
be handed over to the police.

Sardar Sant Siaght: In view of the fast that ua. ‘wptrtial - teibundl has
.given jiudgment in unmistakdble tewnid that theve was mo fauls for whith
these men should have béen proseeuted aid, as o matter of fact recommend-
ed ‘their reinstatement. does it not seerh «thdiéfive on the' part of the

Department which is, after’ nll. 8 party to the case, that 4bey should proceed
further and persist .

" Mr. ‘Présdett (The' Hotournble Bir Shanmukiniief Thiétry): Yrder,
order, that is not a question. ' To ark i‘ﬁe\‘her it is not vindictive is sim'ply
asking for an opipion. Next question. '

APPROVAL OF THE IDTay Mxptcat (btmeﬂf lc'l‘m* 'mk B’xﬂ'tsa ’!tmear.

1208. *Mr. Lalchand Nawalral: (a) Wil Govm& Blsased tognake
o full -statement whether the British Medical Council, t:lz approved of the

Indian Medical Ceuncil Act? If mot. what objectiona- have .they and
‘what is the effect thereof? :

(b)WhnIchevnevoftbom ofBﬁate lurl’nd!. on this
measure?

(c) Is there any move to interfore with or whittle down the t by
aniending the White Paper of ma hp!umbhxn %mueo
gmnﬁtemg pertnatient tight of practice $ British quslified doctors fir

a? ‘Ifso what actiott do Govertmrent propose to take to avert such
& move!

Me. G. 8. Bafpit: (a) Government have no information. They did not
ask for the views of the British Medical Cotneil on the Act.

(b) There has been mo correspondence between Government and the
TIndia Office on this subject.

(¢) T have nothing to add to the statement made by me in this House
on the 20th September, 1988, that the Joint Select Gemmittee which has

to consider the on of Bnh-h profeasional men will be free to consider
{he subject in

Mr. K. 0. Neogy: Has the Honourable Member's sttention been drawn
to the evidence given by the Secretary of State before the Joint Parlia-
mentary Committee in course of which, while dealing with the question
of commercial discrimination, he said that he will have something to say
on the question of the rights of the British medical practitioners in India ?

Mr. G. 8. BQDJ Yes, Sir. my attention has been drawn to that, but,

in the subsequent reports of the evidence, it appears that the Secretary
of State did not follow up what he said.
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Mr. K. O. Neogy: Was there any ocorrespondence at all on this question
between the Government of India and the Secretary )gf State after the

passing of the Act?

Mr. G. 8. Bajpal: I have already answered this question that there has
been no correspondence between Government and the India Office on this

Subject.

Mr. Lalchand Navalrai: Has tho Honourable Member read reports in
‘the newspapers that the British Medical Council are not satisfied and,
on that account, there is something going to be done in the new Constitu-
tion? If the Honourable Member m read that, should he not have
got the information and given it to the House ?

Mr. @. 8. Bajpai: My Honourable friend seems to have a most touching
faith in the veracity of everything that appears in the newspapers. I
cannot really take action upon all that aggem in the newspapers as to
whether A is satisfied and B is dissatisfied. I can only take action on
official material and, on the basis of such official material as I have. I have
already answered this question.

Mr. Lalchand Navalral: My Honourable friend is more wide sawake
about papers than I am, but my question is that, having got certain alle-
gations made in the papers, when the Honourable Member saw that
questions were put about getting certain information, was it not the
‘Honourable Member’'s duty to make some inquiry and give information on
this point ? ‘

Mr. @. 8. Bajpal: My Honourable friend’s question wss, firstly,
whether Government obtained the views of the British Medical Council,
and my answer is, no, because if is not our business to obtain the views
of the British Medical Council as to what they think about an Act of this
Legislature. His second question was, whether there has been any
correspondence with the India Office, and my answer is in the negative.
His third question was, what does the Secretary of State think about it,
and T have said that, what I had to say on the subject, was stated in the
course of the debate on the second reading of the Bill. There has been

nothing subsequent to that.

Mr. Lalchand Navalral: Then are we to understund from the Honour-
able Member that if an Act is passed here which affects not only India
E:tt l:h:o :ll:e i:rlmhtutiox;s iﬁ England and if there is anything with regard

at, the Honourable Member is not to inquire int» that i
to th . Hor v inquire in at and give us

Mr. G@. 8. Bajpai: 1 do not really know what there is to inquire about.
Mr. Lalchand Navalrai: T do not quite follow the Honourable Member.

nte?) 8. Bajpal: My difficulty, Sir, is greater than his. (Loud
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Mr. President (The Honoursble Sir Shanmukham Chetty): The House

will now resume discussion of the Reserve Bank of India
12 Noox. Bill.

Mr. B. Das (Orissa Division: Non-Mubammadan): 8ir, on behalf of the
minority signatories 1 was yesterday laying stress on the major points that
the minority wanted this House to accept. I gave in detail the reasons
why a Shareholders’ Bank would not be acceptable to the nation and why
a State Bank was the only acceptable proposition to the country. There-
after I was dealing with reserves that the Reserve Bank should com.
mand and there I mentioned that the Government of India should not sell
away their silver reserves, the rupee coins, but should rather conserve
them for the nation.

In this eonnection I wish to draw the attention of the House to clause
87 of the Bill where the Bank has been authorised to part with the
reserves, whether gold or sterling securities. I could be a party to the
temporary transfer or sale of sterling securities that are lying in the reserve
of the Government of India with the Reserve Bank. But I can never
be a party to the proposition that the Reserve Bank, through the con-
nivance of the Finance Member and the Governor General in Couneil,
should part with the minimum gold which this Bill fixes at Rs. 40 crores.
The Honourable the Finance Member is very strong on that point. At
timos he uses strong expressions. 1 have quoted it in the minutes of
dissent and I will just refer to it again. My Honourable friend may say
that these were not his exact words—but he meant to say that he would
rather see the gold reserves of India at the bottom of the sea if the Reserve
Bank could not handle or part with them in the cause of national eredit.
Y will come to it later when I deal with clauses 40 and 41; but our sus-
picion is that Government, constituted as are today, faced as they
are with their exchange position, if they are to continmue pegging up the
Tupee to maintain it at 18d., the Reserve Bank, which will be the hand-
maiden of the Governor General and the Financial Adviser—not the
Finance Member—would have to part with this gold; and, therefore, we
‘insist that this Rs. 40 crores of gold should never be parted with. Of
course I must concede in this matter one point to the Honourable the
Finasnce Member: he savs. of course, that nobody would want that gold
1o be parted with. hut he would insist here that prcvision should be made
enabling this to be done.

Then the third vital point that is agitating the whole of India through-
out the length and breadth of the country is the ratio question. The
Honourable the Finance Membher, while he was making his speech, was
very firm on that point. T rather saw a note of irony in his voice when
he said ‘“‘Dabble not with this ratio question: press me not over this:
the countrv wants a Reserve Bank: vou are haviag it. Dabble not with
exchange problema’’. As T have mentioned in the minute of dissent,
which I and Mr. Vidya Sagar Pandya have signed, the London Committea
and our Tndian friends on that Committee threw no light as to how at
present immediatelv we could fix the rate of exchange. In a passage which
my Honoursble friend. the Finance Member. omitted vesterday in quoting
from para. 19 of the Tondon report, where he was saying thst the ratio

(2283)
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. should We tixed when the Bill was introduced on the tioer of this House,

it 4 stated:

A considerable majority of the Ind‘an Delegates feel it their duty to record their
view that a suitable exchange ratio is one of the eesential factors for the sugccessful
working of the Ressive Busk. They puimt out that censidernblé changes have oteurred
in the currency bases and pol'cies of almast all the coumtries of the world in the last
few years. In their view it is for the Government of India and the Legislature to
examine these and all other relevant cousiderations with a view to ensuing that the
minimum potsible strain is placed oni the currency system of India.”

Sit: T would have thought thet those Indian gentlemen who served as
ornaments and adorned the Ressrve Bank Comitrrittee in Whitehall had
Aétess to theve Inuberials than we in the Indian Legislature here. We
wanted to go into it, but the House noted the firmness of tone of the
Honourable the Finunee Member and, in the Commmittee, Bo materiale
were available (o us for fixing the ratio. at 10d., 13d., 14d., or 16d.
Therefore, we took- the only ecuree left to us. -We left it to the Central
Bourd of the Rederve Bank. The Central Board suvoner or later will be
- am elested body: théy will be nationsls of India: at lesst three_fourths of
them, as the Honourable the Fitiance Member assures us, will be- nationais
of India: they would be as good patriots as we are here or outgide; so it
will- be their bounden duty ia ocoutrolling the ewarency and oredit of India
vo look into the -problem: and if, in their survey of she whele monetery
field, they find that they must recammend to the Governor General that
the rafio must be revised immediately, because the intemational monetary
‘position 'has beeome stable, then we huve provided m old clause 49(a)(2)—
new ohuse §i—that such a Central Board shiould take steps to recommend
to the Governor General.

I wigh to make héere ome persomal explanation. It has beem given vit
“in’ the press that I did not vote for the 18d. vativ wiven it came to ike
‘vote. H I did not vote, let the country read my speeeh and the few
-skatdnseirts that 1 hiave mede just met. Thebe wore no materisly plaved
before us. If men liie 8ar Purshotamdas Thakurdes, Mr. A. Rangasvam:
Iyengat, B¢ Phirozé Bething, Bir Cowasji Jehdngir snd Diwad Behedir
Ramsswarni Mudaliar, who had shé opportanity of heating the experts of
the India Office, iiclwding my Honotamble Miend, Sir Genrge Schuster, in
‘fhe oamers eothimithee wf the India Office. if they ¢ould mot decide #n
thre spot, 1, without any msterial available to me, could not decide in this
Committee on a snatch vote whether the ratio showld be fixed at 16d.
I remained neutral. T have heard remarks from very personal friends in
business circles who have come and told me that I had changed my miad
and that 1 supported 184 . . )

Sir Oowasfi Jedanighr (Bombay City: NXon-Muhammadan Urban): You

are a capitalist mow. a business man, are vou?

Mr B.Des: ... and that I s the 18d. ratio: certainly
not. T moved the amendment on the first day of our meeting. Tn the
Committee 1 stated that I stood by the Resolution of the Pederation of
the Indian Chambers . . . .

Mr. 8. 0. Mitra (Chittagong and Rajshahi Divisions: Non-Muham-
madan Rural): You are a member of the Executive Committee.
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Mr. B. Das: Yes, my friend reminds me of that.

The Federation of the Indian Chambers met at Calcutts on the 11th an
12th Beptember, and this is what they said: :

. “In sny event the exchange obligations of the Reserve Bank should not be fixed
at the ratio of 1s, 6d. for a rupee, but that the rupee should be immediately delinked
from sterling and be stabilised after wholesale prices in India have atiained spproxi-
mately the level of the year 1025-26, which means an increase over the present price
level by about fifty pey cent.”

Sir, I moved an amendment that the rupee should be delinked and that
-gix months’ time be taken before the Reserve Bank Act is promulgated in
order to include the ratio in this Bill. 8ir, if I have gone a little into
-details, it is with a view to explaining my point, because I do not want to
be misunderstood either on the floor of this House or outaide in the country
that I did not support the 16d. ratio. No materials were placed before
me to enable me to give my verdict. 8ir, it is high time that my Hon-
ourable friend, the Finance Member, without taking shelter under the
apron strings of the Hindu of Madras, should come out and admig that
the position has changed, that the country demands that the ratio problem
should be revised,—I do not say revise it under the garb of the Reserve
Bank Bill, but it should be revised. My Honourable friend, the Finance
‘Member, while I quoted in the September session, the Statesman and the
Capital, quoted the Hindu. When I read some of the editorials of the
.Hindu of Madras, I sometimes cannot vnderstand whether they are written
by my old friend, Mr. A. Rangaswami Iyengar, or by my Honourable
‘friend, Bir George Schuster, because the language is so common. But,
8ir, I do feel that my friend’s adviser sitting hehind him, Mr. Arava-
‘mudha Ayyangar, is still supplying him with editorials from the Hindu. 1
still hope that my Honourable friend has read that editorial which Mr.

i Iyengar,—dis-illusioned after his return from London after
a certain statement that appeared in the prees that the Secretary of State
said in the House, in giving evidence before the Joint Parliamentary Com-
mittee, that the Parliament would ultimately exercise its control through
the Secretary of State and the British Chancellor of the Exchequer to
give permission to this Legislature, and then alone this Legislature can
examine the position of the ratio and revise,—wrote recently. As the
Finance Member took great pains in the last September Session to read
one column and a half from the Hindu of Madras, T will just read >ne
sentence, and I do hope that next time ho meets Mr. Rangaswami Ivengar,
they will still remain friends. Ti is in the Currency League literatnre. but
4t was published in the Hindu of the 16th of Nctober. 1983, When Mr.
Rangaswami lyengar woke up from his sleep. and after reading certain
statements from his London correspondent, this is what Mr. Rangsswami

Iyengar said:

“It would be a most ridicolons financial condition that when such a contingency
arises the Indian Qovernment and the Indian Legislature should he disabled from
going promptly to the Central Reserve Bank’s rescue for the maintenance of the
integrity of ita note issue and stability of India’s credit and finance withoat obtaining
the approval of the two Houses of the British Parliament. thousands of milea away.”

Sir. my friend sdhe Finance Member. may stil ray that nothing has
altered since what has been pravided in the proposals of the White Paper:
but the Secretary of State, if he is an elected' Member of the House of
Commons, musb carry out the behests of the Houses of Parliament. It

t
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i8 no use telling us that the provisions of the White Paper are not subjested .
to the control of Whitehall. Waell, Sir, I leave that political issue there.

Now, I come to the issue proper. 8ir, it was stated the other day that.
when the other day the Honourable the Finance Member's predecessor, Bir -
Basil Blackett, flew over India, he did not like to stop here and have even
a lunch with the Finance Member,—and he is reported to have written
in his book ‘‘Planned Money'' that there is no need of fixing the rate of
exchange. Sir, 1 would like to quote here a passage from the Times of
India’s *‘"dur Own Correspondent in London’'’,—and the House knows .
who that correspondent can be,—he is Sir Stanley Reed,—and I do hope
that my friend, the Finance Member, will not say that Sir Stanley Reed
has joined the Currency League or the Indian National Congress. Ths
article was written from London, dated October the Tth. . . . .

An Honourable Member: It is not Sir Stanley Reed, but it is Mt.
F. H. Brown.

Mr. B. Das: The language is that of Sir Stanley Reed.
Talking about the recovery of Australia, he says:

“In this connection, the recovery of Ausiralis is almost & dream. Only two years -
ago, I voyaged with a well-known business man returning from an examination of his
commitments in Australia. He was in the most pessimistic mood, convinced that
Langism had come to stay and that his investments were in grave dm?u Few peo)
have ever made more drastic sacrificea than the Australians to re-establish their it
They are rewarded by a sarplus which permits of a reduction in taxation of no less
than seven millions, and a partial restoration of severe cuts in pay and allowances
which will further mitigate the situation. Here is an object lesson in sound finance;
M,Idohom,anﬂnit&shwwmmrkmmtidfum;hrdwﬁt.o&
cuts was simultaneous with the reduction of taxation. It did not precede it. The
recovery of Australis is likely to be quickened by the revival of commodity prices,
which is specially affecting the great wool imterest.”’

I hope the Finance Member will take note of that. Sir, T need not
quote further. If you want to raise the commodity prices, if you want
to raise the price level, if you want to get more taxation and hsve s
surplus Budget and not a deficit Budget, if you want to have sufficient
funds in your hands, then allow the rupee to he delinked. and then
the Finance Member's next Budget will show a surplus of not £ seven
millions, but of £17 millions; price levels will rise, internal commodity"
prives will rise, and the Finance Member will then be able to say—at
present he is owershadowed by the dark shadow—‘'‘how could I remit
my 40 crores of rupees which is my Home Charge, T am only for five:
months more in this country, let me keep pace, let me go smoothly,
iet my successor, whether he is taken from the Tndian Civil Service 'x
the British Civil Service, it does not matter. Let him stew in his own
juice: the members of the Currency League will go for him. ] will leave
the whole thing to him. and if he has to change the ratio, he will come
under the heavy wrath of Sir Henry Strekosch or Sir Samuel Hoare,
not to speak of Mr. Montagu Norman and Mr. Neville Chamberiain.
Why should T take all this trouble? Let me follow the line of least
resistance. Even in spite of all my mistakes, in the matter of ratio
policy, T have giveri India a Reserve Bank Act for which they will
cherish my name for a long time’’. Incidentally, my Honourgble friend
nowadays has become ‘30, strong a matiomalist that he does not vead
the Anglo-Indian papers, he does not read the Btatesman or the
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Times of India, he reads only the Hindu. The Statesman, only the other
dey, thet is, on the 22nd October, gave & bit of advice to the Chancellor
of the Exebeguer of India. The Statesman gave him the advice, why
does he mot buy up the gold and keep it by? The Btatesmoan does not
follow ibe same economic theories as the Chancellar of the Exehequer
follows. Let me guote & lLine or two, under the heading “‘Gold Rush™:

N Government of Indis the oooasion which is still with & Gdld
may %:t:o‘anoﬂ)orm ;hue in mnnm;m:’u at which i will veach heights as
untouched. Government, by taxing the export, cas creatp a partial ebargo and could
itself buy freely at favourable rates. Gold 1s still a backing for cu , snd b
its use cmmmmmmmm,mmqmmm
this country and thereby te give s much-nesded impetus to internal trade.

Papndit Jawshar Lal Nehru did not write this; it is ¢he editor of the
§tatesman. Bir, on that memorable day, when you moved that Resols-
tion from the floor of this House at Simla in September, 1081, you
tendered that advice; we gll tendered that advice. But the Fimanee
Mgmber says: ‘‘Where will I find the 35 per cent. money # gold comes
back to parity?”’ But the Finance Member must have read the praise
which he indirectly got in the columns of the Morning Post, when it smd
that India, by the export of 110 crores worth of gold, saved the credit
of Eogland. If the Bank of England today goes on purchasing gola,
it is not possible for the Government of India to purchase gold and it
will not be possible for the Reserve Bank also, because it will be managed
by the financial plutocrats in the pure commercial standard and they
would not buy gofd, because there would be a lability of losing 25 per
cept. or 83 per cent. later on if they buy gold at a high price and gold
goes down to the old level. T do hope that the Finance Member %ill beur
in mind the warnings not only from us which he may ignore, but he
ought to bear in mind the warnings of his own nationals, nationals who
have grester British interests in India than temporary sojourners like
the Finsnce Member who, by the oath of allegiance that he has isken.
tries to do good to the Indian people. The Times of India, and the
Biatesmow advised him as to the correct course end here he is uot
willing to take it. I do urge on the Finance Member to give ug an
assurance when he replies, that he will do his utmost to put it before
the authorities in England that the time has came for s revision of
the ratio. If he gives that assurance, he will have a very smooth
sailing in the passage of this Bill. Above all. we are very willing to
work in a spirit of conciliation and co-operation, but we are not given
the chapce always o exercise that spirit of conciliation and co-operation
with the Houoursble Members on the Treasurv Benches.

T bave spoken on the three major points in which the dissentients
differ from the Magjority Report.. The Finance Member may vote me
down on the floor of this House. but he knows that the majority of
the country, the millions, are behind the opinions which I have advocated
on the floor of this House.

- Now, Sir,Iwiueometoafewminorpointcbelonldonm speech.
gruce agnin ufto ackmwledg:. m& gratitude ::)d the Government ylfemhem

coming agreement with us in excluding the Dominion countries
‘from. being shaveholdars of the Reserve Bank ang formulating ?:oclaus«-
by which we can discriminate, not only discriminate, but retaliate
sgainst- countries  that are alwavs disoriminsting against India. By
I demur to the way in which the proviso -has besn drafted. I should

c2
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jke that to be put strongly. I would like the Government of Indis to
g bold enough:phb be cogrageous enough to say that South Afries is
unfit to be associated with the Government of India, that South Africa
ehould be black-marked. I do not want to see that the Government of
India should notify that Australia and New Zealand are the only
Dominions who can be treated as equals by the people of India. Why
this fear of these Dominions -people? Why this fear of South Africa and
Canada? 1 leave the point at that.

I come to the next point. My colleagues in the Joint Committee

wanted that there should l’l)): two Deputy Governors in the Reserve Bank.
Sir, you, who had been a participant in the discussions on the Bill of
1927, know, and the older Members of this House know, that :st.tl.iat
tame there was no conception of two Deputy Governors. Jf a majority
of my colleagues have agreed on it, they have msde a mistake. The
Imperial Bank is still there with its two Managing Governors and one
Deputy Governor to work as agents of the Reserve Bank. Much of the
work of the Reserve Bank wil] be transferred to the Imperial Bank.
But the main suspicion which the Opposition and the country have
against this provision is that if there are two Deputy Governors, an
Indian, one superannuated in his 66th year, may be taken as the first
Indian Deputy Governor. By the time he is 71, his eyes may become
"{oo dim to become the Managing Governor of the Reserve Bank. And
it may be that that Indian will be allowed to look after correspondence
and files in the office while the currency will be handed over, as some
ot us suspect, to an I. C_ 8. officer. Therefore. in my minute of dissent,
T have made it clear that no I. C. 8. officer should be appointed either
as a Governor or as a Deputy Goverpor, and I want the House to
acoept the position that wag proposed in 1927. There was an under-
standiniesnd lobby talk that there should be one Deputy Governor who
should an Indian, and there was a talk also that there should be one
Asgistant Deputy Governor who should be an Indian. What is wrong
in having an Indian Assistant Deputy Governor? My Honourable
friend agreed with us in substance, but he did not like to ide i
the Statute that at least one of them should be an Indian. y should
aot both be Indians? We bave provided that the Managing aovernor
should have at least five years’ tested banking experience. I am gquite
willing to join hands with the Honourable the Finance Member and to
get an European, be he a Canadian or an Australian, provided he is
1ot a South African. I should see that he is kicked out from thia
countrs and not allowed to manage the credit policy of India.

Mr. Amar Nath Dutt (Burdwan Division: Non-Muhammadan Rural):
‘What about Japanese?

Mr. B. Das: T am not talking of the Japanese at t. The uty
Governor should be an TIndian and he “should pb':‘e: mpar;’:ipve!y
young man. There should not be two Deputy Governors. Why
shovld we not. adopt the same course t¢odsy as was sug-
gested in 1927 when the financial credit of Indis was high? Why should
we not have an Assistant Deputy Governor who should be an Indisn too
and whereby we will ensure that after five vears an Indian will be the
Managing Governor of the Reserve Bank. ‘
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With the most of what fell from the Honourable the Finance Member
sbout the business clauses, the operating clauses like 17, 30, 33,. 87 and
other clauses, ] agree with him except in regard to what I said sbout
clause 83 and clause 37, that the gold should not be frittered away.

1 now come to one point in clause 17 (3) (a), and here I entirely dis-
agree with the Honourable the Finance Member and my colleagues signing
the majority report. In the second draft, the name '‘of persons’’ from
whom Government can buy or sell sterling was included. Suddenly I find
that in the third draft it was taken away and it waa a big surprise to me.
The first draft contained the names '‘of persons approved by the Central
Board’’. Let me explain to the House what happens. The Government
remit large sums of money to England. There also the business opera-
tions are run by the mercantile public. The exchange banks have pro-
bably won over the heart of the Honourable the Finance Member, because
they are coming into the pool of she ilescrve Bauk ae scheduled banks
and everybody kmows that these exchange banks are mostly British banks.
There are big firms like Rallis, Volkarts, etc., and also Indian firms like
Kilachands and Birlas who are large exporters of Indian produce. These
people want to rem:t money and they want to bring back money. Some
of them are today on the list of the Government of India.. There are four
or five such firms on the approved list. 1 wae not asleep at the time
and I find that this suddenly vanished from the third drafs. The exchange
banks charge their discount retes st 1/32nd. 1f they combine, they
sot the wholesome pressure of these business firma and they will
a'loss of nearly 60 :lakhs of rupees.

Diwan Bahadur A. Ramaswami Muwdaliar (Madreas City: Non-Muham-
:;dn.n!;tbm): Is there not s special provision in the case of such a com-

Mr. B. Das: I think you are referring to clsuse 18. That is only for
special occasions. Here the Government have gone to pamper the exchange

- The Honourable Sir George Schuster (Finance Member): I reallv must
intervene, because, I think, my Honourable friend is definitely mi i
the House. My Honourable friend suggested that this change was made
suddenly. It was very fully discussed, and the object is to ~nen the door
to Indian banks to eome into this exchange business. I is not a clause
designed to favour th~ exchange banks in any way at all.

Mr. B. Das: That is a very pious idea on the part of my Homourable
friend, the Finance Member, and those of my other colleagues who joined
with him in that sentiment, that the Indian banks should come in and
do exchange business. I cannot dream of it in my lifetime. T wart to
have a wholesome influence exercised on these banks who handle larve
resources. As I was pointing out, by raising 1/32, Re. 60 lakhg will be
lost, and what will be the effect then? There will be a loes of Rupees
two to three orores in the internal commodity prices. When moneyv is
remitted from Eungland at a very high discount rate, the effect will be felt
in the financing of the small agriculturist. Nobody payvs from his pocket.
It is the poor man whom my Honourable friend, the Finance Member,
fleeces at every stage, and who pays at every stage. It is the man at the bot-
tom, the agriculturist, who suffers. His produce will not go out and there
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will be loss on the internal commodi:y;’gws at least to the extent of Rupees
two to three crores. There are amendinents on that point. I sm glad %o
find amendments in the names of Mr. Sarma and Mr. George Morgan.
I have also given an amendment. I hope the House will not be misled
by the statement which the Finance Member just made. The octopus of
the Imperial Bank has been on these petty Indian bankers so tight, that
they have rever been allowed to rise high, and this provision will imme-
.diately bring in large sums of money into the pockets of the exchange banks.

Now, there is another point. My friends in the Committee wunted that
the Bank should be a Shareholders’ Bank and that voting power would

i
§
:
1
it
]
:

let us have ¢ real democratic Bank—*‘one share, ome vote ; shareholder,

one vote’’. What is the use of providing that a rich fellow can
Rs. 20,000 worth of shares and who cam alee buve ten votew? DBeeguse

cratic friends here. including my Honourable friend, Mr. Mody, who, T am
80 glad to notice is one of them and who nodded to ine meening thes$ he
is a democrat. will subscribe to the principle of one share, one vote, and
one shareholder, one vote.

Dr. ZEanddin Ahmad: One man, one vote.

Mr. B. Das: Yes, that is what 1T mean,

Sir, the only impoartant point from the Reserve Bank point
of view is clause 43 which deals with the agreement with the Imperial
Bank. I do appeal to the Honourable the Finance Member that he will
circulate to the Members of this House the memoranda which Government
placed before the Joint Committee about the agreement with the Imperial
Bank and its operations so that Members should know the work and the
activities of the Imperial Bank, as that will much clarify the discussion
when we come to clause 48. S8ir, I mentioned it yesterday that it was at
one time thought that the Imperial Bank should be a national Bank. I
find that the octopus tentacles of the Imperial Bank are such that it is
no use for me to maintain the attitude towards the Imperial Bank that
I maintained so long and that I am willing to accept that it is fonctioning
a8 8 national concern. T was assured by &PMMMIU od
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«others who represented the Imperial Bank before the Joint Committee that

the Bank was trying to doits part as an Indian Bank. Sir, I did examine
in detail the Managing Governors of the Imperial Bank and I felt satisfled
that they were functioning as an Indian Bank. As the Reserve Bank will
only be a bankers’ Bank and it must have agencies, I have supported the
scheme subject to slight modifications here and there, and I believe that,
inspite of all the acte of commission and omission of the Imperial Bank,
during the time when the Chancellor of the Indian Exchequer did not
exercise proper control from the national viewpoint of India over the Imperial
Bank, the latter will in future justify its existence and really serve the
interests of the millions in the country and not cater mainly to the few
directors whether they come from Bombay or Calcufta or Madras.

8ir, to conclude, I appeal to my friends to read over and over again the
small luscious fruite that we have provided in our minutes of dissent and
to see for themselves whether they do not voice the national feeling of
India. If we have done that, let them not be misled by the soft persus-
give tone of the Honourable the Finance Member. I.et them not be carried
away by the size of the stone which the Honourable the Finanee Member
and his majority colleagues have dangled before them. Let them feel in
terms of the national interest of India. Let me assure my friends includ-
ing those who do not see eyve to eye with me that I am not to obstruct;
I am not in the mood in which I was in 1927 when, on one memorable day,
I came back after lunch with Mr. Jamnadas Mehta, and when I challenged
the division and threw out clause (a). S8ir, it is a great loss to India that
the Reserve Bank Bill was then thrown away. Had we had that Reserve
Bank, my Honourable friend would not have had the latitude that he now
‘has had for the last five vears to play ducks and drakes with India’s finan-
-ofal credit. I do admit that there is economic depression all over the
world, that India would have felt the shock, but we would have recovered.
8ir, if I were the Chancellor of ithe Exchequer, I would not have allowed
the flight of gold to the tune of 150 crores (Hear, near) to maintain the
eredit of the Bank of FEngland. Sir, I confess I made a mistake, a very
serious mistake, a great national blunder in helping to throw out the previous
Reserve Bank Bill. Today I am thc last man to advise here that there
should not be a Reserve Byank. I will not do that, but T will be the last
man to accept the big stone which the Honourable the Finance Member
has offered me and which, I ain afraid, is going to blow up my brains.
(Laughter.) Sir, I do hope my colleagues will take note of the national
sentiment and feel the nation’s pulse and will register their votes on the
rides of those who are registering here the voice of the nation. It may
be that this Bank will prove a real national Bark and will be able to
revive the credit of India provided that the ratio policy is properly scttled,
and to which I hope the Honoursble the Finance Member will make a real
financial reply and not a reply given at the dictation of the Chancellor of
the Exchequer of England. (Applause.)

Mr. R. 8. S8arma (Nominated Non-Official): Mr. President, I am not
s student of finance like my friend, Mr. Das, nor a Jack of all trades
like my friend, Mr. Lalchand Navalrai, who jumps upon his feet on every
conceivable subject . . . . .

Mr. B. Das: S8ir, is that a perliamentary expression—'‘a Jack of all
trades’’ ? C e

M. R. 8. 8arma: . .. . and if I veature to make a few remarks, they
_are only of a general character and are in the nature of a contribution from
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8 layman to this debate. Sir, I have often found that the contribution from
a layman on so technical a subject is sometimes as helpful as that of an
expert. Before I define what attitude some of us belonging to the Central
Party will take on the two motions now before this House—one for con-
sideration, and the other for re-committal to the Joint Select Committee,
by Mr. Sitaramaraju—l crave your indulgence to make one or two brief
remarks of a personal character. Sir, when this Bill was introduced bg
the Finance Member in the Simla Session, heaps of abuses were showere
upon the devoted heads of the Managing Governors of the Imperisl Bank—
Sir Osborne Smith and Sir Kenneth Macdonald—and their administration
was very severely criticised, and when I in my speech took exception to the
unfair attack on Sir Kenneth Macdonald and Sir Osborne Smith without
people realising what they have done to this institution, my friend, Mr.
Das, who has just concluded his speech, asked me whether I had had any
favours from the Imperial Bank which led me to sing their praises; and it
was an agreeable surprise to me, Sir, that my friend began his speech
yesterday with a fulsome praise almost amounting to flattery of 8ir Osborne-
Smith and Sir Kenneth Macdonald; and, if rumour is correct, he has been
the recipient of a handsome letter irom 8ir Osborne Smith,—but I shall
not emulate his example and T shall not be ungenerous enough to ineinuate
anything. I shall admit that he has not had a letter of credit, but only
a letter of appreciation. (Laughter.) '
Sir, my friend, Mr. Das, yesterday again began his speech by a referenoe.
to the thinness of the House so far as the official Benihes arse' concerned.
I do not think anybody need worry about the thinuess of the official Benches,.
because everybody knows that, within a minute of the division bell going,
the thin Benches will be converted into crowded ones, and all of thera will.
rush as one man to the Division Lobby. But What pains us most is that
in a debate, which everyone says is of such a great and momentous character
?ln a ::ln;easurq oxtxhltsbeaest.ablishment of which] even Central ibili
epends, we in this House, at any rate people like us, who do not know
much about finance, should be deprived of the benefit of the mature advice-
and fiscal wisdom of leaders whoss help we are entitled to get on an
oceasion like this. Sir, how much the debate in this House should have-
been enlivened and enriched if we had had the benefit of the mature wisdom
of the late President of the Fiscal Commission, Sir ITbrahim Rahimtoola,
or of the Leader of the Nationalist Party, Diwan Bshadur T. Rangachariar!
Sir, it is sad to contemplate that in this unfortunate country, during dis-
cussions of 8o momentous a character, our leaders are either so sick as.
not to be able to come or so selfish as not to leave room for others to
come or that some of our leaders should think that it is more important to-
be entertaining future Viceroys in London or treading the pleasant paths.
of dalliance on the southern coast of France, than return to their poste of
duty in the House to lead ite deliberations on an occasion like this.

Pml:r?. B. Das: Is that a roflection on the Leader of the Nationalist.

Mr. R. 8. Sarma: Whatever it is, I have said it. Having said this, let
me at once say exactly what our position is. When 8ir George Schuster
asked Mr. B. Das yesterday whether he was supporting the considvration
motion or he was supporting Mr. Sitaramaraju’s motion, he counselled

tience to him and said that, if he would wait, he would know. Bir, we-
have waited the whole of yésterday and the whole of this morning without..

—
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knowing exactly what he has been talking about. Lest thé ssané imjpres-
sion be created with regard to myself, lot me at once say quite frankly
that we shall support the comsideration motion and not the re-coramittal
motion, not because we are not in sympathy with the object that Mr. Raju
wants to achieve. 8ir, let me take this opportumity of paying a tribute to
the patriotism which actuated Mr. Sitarsmaraju in the fine speech that he
delivered yesterday and a tribute has been paid evenby the Statesman this
morning to his deep scholarship and the masterly presentation of the subject
that he undertook to present before the House. At the same time, I think
it was a most impracticable suggestion that he put before this House. Does
he seriously think that this House should now finish with the whole dis-
cussion and re-commit the Bill to the Select Committee for the considera-
tion of that one subject only?. I understand that the Honourable Member
bimself has an amendment of this very question, and when
that amendment. comes and when it i8 moved as an amend-
ment, he will find a large measure of support for so reasonable a
measure from every section of the House. Sir, when this matier was re-
farred to the Select Coramittee in the Simla Session, it was opposed by a
large number of people and, speaking on behalf of the Centre Party in
supporting the reference of the measure to the Select Committee, I said
that our object in sending it to the Select Committee was to see that the
measure came out of the Select Committee a better measure than it was,
and it is agreed.on all hands that it has come out of the Select Committee
a better one than it was when it entered the Select Committee. It shall
be the endeavour of all of us to see that, when this measure goes out of
this House, it will be a much better Bill than what is presented to us by
the Select Committee. [n that sense we shall give this consideration u
support and, whenever any reasonable amendments are moved, everyone
of us will support them.

There are one or two important questions which are linked up wiili this
question, more linked up by some of the Members than the rupee is to the
sterling. The first is the shareholders portion of it. There are points of
view totally different from each other. Therv are those who are in favour
of the Bhareholders Bank from the fiscal and financial point of view. There
are others who are in favour of the State Bank. All the arguments that we
have so far heard on behalf of the State Bank are based more on sentiment
than on anything else, and sentiment does plsy s great part. I s not
here to suggest that we should not take sentiment into account, but, as
I said in my speech on the last occasion. if we look at the zonstitution of
the Centre Banks all over the world wherever they are we find practically
;ntat:f }t;h‘:ﬁ:, ar& more ch:‘sr less “S)J:areholdm Banks. Wherever there are

anks, the inclination is more towards converting
Bhareholders Banks. Y ® them as

¥

Mr. B. Das: It is rather the other way about.

Mr. R. 8. Sarma: I do not think eo. but I have not yet studied the
subject as fully as Mr. Das has done. But judging from the cewspaper
teporte and the memoranda submitted by expertse in France, Depmark
and”other places, T do find that the tendency is towards Sharebolders
Banks. I may say that I have got this information not from anybody
else, but from a finangjal weekly newspaper from which Mr. Das oftan
gote his inspiration. - |

*

Mr. B. Das: My Honourable friend seems to know too ‘much.
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Mr. B. 8. Sarma: I know too much, because my source of infarmation
is the original source. (Laughter.) Sir, sentiment does play a great part,
and I have often wondered why the Government should not even meet
that. But I have often wondered why it should be for these Benches
to go and prove why it should not be a Shareholders Bank. The onus
of the proof lies with the Government who wish that it should be =a
Shareholders Bank. The tendeney everywhere, as I said just now, is to
have a Shareholders Bank, and why should we launch at such a momen-
tous occasion upon a new and novel experiment. If we find that the
Shareholders Bank has not functioned properly or, abuses that are appre-
hended creep in, why should we not provide something in this Bill which
will placate public opinion in this matter and, at the same time, mee$
the viewpoint of Government. ‘We should have a clause just as we have
in the case of State Railways by means of which when we find that the
Shareholders Bank has ceased to be a confidence-inspiring institution, the
State should have the right to buy it. If there is an amendment of tha$
character, I think it will meet both the point of view of Government who
are committed to the Shareholders scheme, and the sentimental character
of the viewpoint of the Opposition and a common ground can be achieved.

Then there is the question of the ratio. Anybody, who has read the
debates of this House or has even listened to the speeches of yesterday,
of Mr. Raju, and today of Mr. Das, would have been under the mypression
that this ratio question has achieved a racial aspect, as if the 18 pence
ratio is all good for the British people and the Europeans, and the 18
pence ratio is all good for the Indians.

Mr. B. Das: Mr. Ramsay Scott is for 16 pence.

Mr. R. 8. Sarma: 1 am coming to that. Mr. Ramsay Scott is not for
16 pence by himself. I think it is & mandate from the Upper India
Chamber of Commerce that he should take this attitude. At the same
time, Acharya Sir P. C. Ray, who is a leader of the Bengalees, has been
a firm supporter of the 18 pence ratio. Mr. Binoy Kumar Sarkar and
lote of others, who will be acknowledged by the Bengal representatives in
this House to be the authorities on this subject, have been asking for
18 pence.

Mr. B. R. Purl (West Punjab: Non-Muhamma&an): ‘Why not add your
name also?

Mr. R. 8. Sarma: T am a humble man.

Mr. Amar Nath Dutt: He is a great chemist.

Mz. R. 8. S8arma: I am glad to have the assurance that he is only a
<bemist and that his opinion upon economics and upon financail matters
will not be quoted in future in this House as an expert opinion, but there
sre Indians who are very much in favour of 18 pemce and there are
Europeans who are in favour of 16 pence. and he will be a bold man who
will suggest that at this juncture we should fix the ratio either at 16
pence or § pence or 24 pence in this Bill.



THE RBEERVE BANX OF INDIA BILL. b1 4

Mr. K. O. Neogy (Dacca Division: Non-Muhammadan Rural): That
bold man is sitting there.

. Mz, R. 8. S8axma: Therefore, I am saying that both the points of view
are wrong either to fix it at 16 pence or 18 pence. I would be inclined
to support the suggestion that was made in the Select Committee, namely,
that the ratio should not be fixed before the Act comes into operation.

Then there are some small things in the Bill, namely, the Directorate,
the Indisn personnel, some provision for the purpose of making it im-
possible for non-Indians to get the majority. I find that most of these
things have been met in the Belect Committee. If still legislative sanction
is to be obtained and clauses are to be inserted in the actual Bill instead
of pious assurance on these matters on the floor of this House, we shall
certainly support them with all our strength. Therefore, our position i8
very clear, namely, not to commit the geave mistake which some patriotic
Yeaders did when the Blackett scheme eame before us which everybody
now admits was s better scheme than this and which even provided for
s State Bank and whose praises even Mr. Das was ginging just now.
We should not commit the samc mistake, but should put our heads
together and evolve a scheme which will go out of this House as a better
measure and a measure which will satisfy not onlv the requirements of
ilie official Benches, but also satisty the demands, sentimental and other-
wise, of non-official Benches.

In favour of such amendments, in favour of a eonstruetive schems of

lr.x establishing this Reserve Bank as soon as possible in a

*™  manner that will satisfy all the interests, in favour of such

oonstructive efforts will be directed all the emergy and all the voting

#tréngth of the best organised and most disciplined single Party in ghis
House to which I have the honour to belong.

Ral Bahadur Kunwar Raghubir 8ingh (Agra Division: Non-Muham-
madan Rural): At the outset I must congratulate the Honourable the
Finance Member for the care and thought he has bestowed on the sub-
ject soon after his return from Home. I must also thank the Select
Committee for making the Bill better in many respects.

The most important question in connection with the establishment
-of & Reserve Bank is whether it should be a Shareholders Bank or ®
State Bank. We know that most of the countrics have Shareholders
Banks, but the experts in this country want a State Bank, because the
conditions prevailing in this country are peculiar and the objections of
those who want a State Bank can be met by providing the safeguards,
because this is the time when safeguards are so much talked of in the
framing of the Constitution. There are safeguards given by an expert,
Mr. A. D. Shroff. The most important safeguard in this connection is
that 75 per cent. of the paid up capital at any time should be held by
the nationals of Indis. There is another opinion of a newspaper in Urdu
“which gives out that 80 per cent. of the paid up capital should be held
"K‘the nationals of Indies instead of 76 per cent. proposed by Mr. Shroff.

¢ sooond eondition, according to Mr. Bhroff, isss to the restriction of
voting rights as probosed in seotion 14 of the Bill. The third is the limi-
tekion on distribution of profits by way of dividend on the paid up capitsl
a8 proposed in clause 44. The fourth ie that Government should reserve
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the right to acquire at any time the entire capital of the Bank at d:
valuation to be determined by the Auditor and Comptroller General. This
Urdu paper, I mean al-Bashir, gives out another safeguard that the
Reserve Bank should not help foreign banks as it is feared that it might
do so. It should be the primary concern of the Reserve Bank to help
the indigenous banks in India ard not foreign banks. In this connection
; memorandum by the Karachi Indian Merchants’ Association on page:
8ays:

“It is not omly necessary, but expedient, that the scheme of distributing shares:
should be such as would debar non-nationals from holding shares exceeding 1/5th of
the paid up capital of the Bank at any time, and it should be further provided that

the control of the general policy of the Bank should be in the bands of the Indism-
nationals.”’

So, if these safeguurds are provided, then there can be no quarrel.
left as regards a State Bank or a Shareholders Bank. I, therefore, wish.
to propose the following improvements in the Bill so that it may be-
acceptable to Indian nationals. First of all, the point which was stressed
by my Honourable iriend, Mr. Raju, is exceedingly important that some-
machinery should be devised in the Bill to provide for rural credit on the.
model of Australia. The second improvement suggested is that at least.
two men should be Indisns among the Governor and Deputy Governors.
proposed. In this connection a member of the Select Committee from my
province, the Honourable Ra; Bahadur Lala Mathura Prasad Mehrotra, has:
made very good suggestions. There ought to be a limit of 25 thousand
maximum holding of shares by a single shareholder. The -second point
of his is that, instead of five centres, there ought to be seven centres as
places where Currency Offices are located at present, namely, Bombay,
Cajputta, Madras, Rangoon, Lahore, Cawnpore and Karachi. The list of
centres given in the Bill gives five and my province, the United Provinces,
has been left out altogether. Cawnpore has a Currency Office now and’
there is no reason why Cawnpare should not be one of the centres as it
is one of the big business places in the province.

I am glad that the Government lay emphasis on the fact that there-
should be no political influence in the discharge of the function of the-
Reserve Bank. Everybody agrees to this proposition. But a fear has
been expressed that though there may not be any political influence in
India, yet influence from Home may be exercised. This fear should also
be removed. Mr. Shroff has also said that it is very necessary to define
*‘political influence”’. He says that ‘‘finance, as one of the transferred’
subjects, will obviously be in charge of the responsible Minister. Will
the Governor General in Council then mean the Governor General acting
on the advice of the Federal Government or is it intended that in making
these appointments the Governor General will act on his own discretion
in the exercise of his special responsibility of safeguarding the credit and’
financial stability of India?’’ These considerations should be borne in
mind.

Then, another question arises on page 82. A sum of forty crores will
be given to the Reserve Bank and the balance will be 93 croree of gold
in the reserves, and what will happen to this? That is an important
question to which the Honourable the Finance Member will, T hope, reply.
There is no doubt that the Reserve Bank is verv necessary, because they
have made it & condition precedent to the establishment of Federation im
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JIndia, and it is necessary that it should be established. But it should
be such that it may be acceptable to the experte and to the men
business in India. I have gone through the Bill carefully, and I find that
sub-clause (12) of clause 17 says about ‘‘the purchase and sale of goid
coin and bullion’’. I do not think the power to sell bullion should be
given without any restriction to the new Bank.

"Then there is a proviso to clause 40 which should go:

“Provided that no ahall bo entitled to demand to buy an smount of sterling
Tess than ten thousand pounds.’

Then the third change needed is an increase in the areas as fixed in
Bchedule 5. I have already said about this and I wish to press it further
by pointing out that India is a very vast country and its interests will not
be served by the few centres proposed in the Bill.

Then, Sir, the nominations by the Governor General should be as in the
Bombay Shareholders’ memorandum. On page 5 they say:

‘“The London Committee observe : ‘In view, however, of the fact that in the parti-
cular circumstances of India election may fail to secure the representation of some
important elements in the economic life of the country, sach as agricultural interests,
we recommend that a minority of the Board should be nominated by the Governor
Qeneral in Council under the present Constitution and by the Governor General at
his discretion under the new Constitution, it being understood that this power would be
exercised to redrcss any such deficiencies.” It will thus be seen that nom’mation of
certain Directors by the Governor General in Council has been recommended by the

London Committee only in the event of it becoming necessary to redrees any deficiency
in election.”

This means, of course, that those interests like agriculture and co-
operative concerns which are not directly represented will be represented
by the nommation to be made by the Governor General.

Then, there is another change required about the Directors that those
who are Directors of more than 20 companies, not being private limited
companies, should not be allowed to sit on the directorate of the Reserve
Bank. This fact has also been impressed in the Bombay Shareholders’
memorandum. The seventh change required is sbout the penalties
provided for the delinquencies of the functionaries, and the eighth change

required is that the period of office of the Directors should be umiform.
Page 2 of the Karachi memorandum says:

_ My Committee fail to realise why the period of office of the shareholders’ Directors
nominated by the Governor General in Council is fired at two years in.case of Bombay
and Calcutta Directors, and four years in case of Delhi, Madras and Rangoon Di "

. 8o this should be uniform, and I do not see why there should be any
difference in this.

* Then, lastly, there is the all-important question of the linking of the
rupee with sterling which has been harmful to agriculture ss well as to
industries. Although they say that the question of ratio #s not directly
connected with this Bill, yet, in view of the harm that has been done to
the countrv, it is very necessary that it should be changed. I hope the

House will be able to so improve the Bill that it may be acceptable to the
‘whole countrw

The Assembly then adjourned for Lunch till Half Past Two of the
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The Assembly re-assembled after Lunch at Halt Past Two of the Closk,
Mr. President (The Honourable 8ir Shanmukham Chetty) in the Chair.

Mr. Bhuput Sing (Bihar and Orissa: Landholders): Sir, I would like-
to say s few words on this important motion. During the period when the
Bill was being discussed in the Committee, it was made clear to us that
the Governor General in Couneil in the Bill meant Governor Gemeral at
his discretion, if and when, there will be responsible government establish-
ed in thig country. This interpretation was too wide and oo sbsolule to-
be swallowed by some of us, who fook the opportunity of represenfing to-
the Government to have a clear definition of the term ‘‘Governor General
in Council’”’, which, according to our conception, should be made to convey
the meaning of Governor General in consultation with the Member in charge:
of Finance. Our main objeet was that by this definition, even if there be
a responsible government established in India in the mear future, the
Member in charge of Finance, if he happens to be an Indian, will have
some voice in the control, management and business of the Bamk in the
best interests of India. Sir, it is rather surprising that the Government
have meither replied to the representation nor given any explanstion in
this House on the question. It clearly shows, that. what the Government
intend to do is to retain the fullest measure of control over the Bank by
the Secretary of State through the Governor General, who is at present,
and will in future, be nothing but a tool in the hands of ihe British
Cabinet which will run the Bank to the advantage of the City of London.
The very basic principle of doing away with political influence over the
Bank through politicians is being retained in so far as British politicians
are concerned, whereas the same privilege is being denied to India and to
this House. We being the representatives of the people of India must have
the fullest right of criticising the adwministration of the Bank as we have
the right to criticise the administration of the country including certam
reserved subjects like the Army under the present Conséitution. 8o long
as the Governor Gemersl is given autocrstic and absolute power at his
discretion, I cannot see eye to eye with Government on this Bill. I would'
oven at this stage requeet the Government to aceede te our request to
remove one of the grestest objections to the Bill.

Sir, the main argument against a State Bank is to establish a Bank
free from all political influence. But what has been done here is to free
the Bank from all political influences in India, without curbing the British
political influence over it. The final control over every matter has been
vested in the Governor General in Council; and if the Goyernor General in
Council should mean the Governor General at his discretion, there would
be no safeguard from the influence of the Citv of London. Turther, the
whole trouble and all the criticisms against she Bill may be removed if
we make it o State Bank. The Indian State coflers come from all sections
of Indian and European subjects and, as such, the capital of the Bank,
if subscribed wholly by Government, may verv well be said to have come
from the pockets of the Indian subjecta of His Majesty irrespective of caste
or creed. The creation of o State Bank is not a new principle that we are
pressing for. It is as much an accepted principle in the history of the
world’s Central Banks, as the other principle of Shareholders’ Banks. I
do not like to go into the list of countries which have Btate Banks, but it
is enough if I say, that even within the British Empire, there is a dommion
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where there is a State Bank. Not only tl:;t; gviz:’h in Ell:ghtﬁ:d todt;g', there
is a feeling amongst a section of the British public re i8 a
mvm :‘;gﬁrong move indeed to make the Bank of England s Staje
Bank. So far as other foreign countries are concerned, it will suffice, if I
say that almost all the succession States which are the creation of the
Treaty of Versailies have asmmilated the principle of State Banks and not
Shareholders’ Banks, and they have withstood even the present financial
crisis whieh is upsetting the money markets of some of the most powerful
European nations. Even the present Indian Constitution is such that s
Btate Bank seems to be the fittest. The irresponsible bureaueracy dare
wot try to run with impunity the Bank to the fullest advantage of them-
selves and the British capitaliste, as that will evoke criticism not only in
India but in the intemational world, whereas, on the coatrary, the Legisla-
tures, under the present Constitution, have not the power to bring party
influences ‘o bear upon the administration of the Bank.

Last but not the least important consideration that the House will
have to take cognisance of is that this very principle of State Bank was
accepted on the floor of this House b{ the predecessor of Sir George.
That being so, I do not understand, why the Governmemt should be so
much opposed to the establishment of a SBtate Bank. Sir, distrust begets
distrust; if the Government distrust the people of this country, it is no
wonder when the people of India in their turn see evervthing with distrust
‘that is suggested by the present administration run by the steel frame of
notoriety. Whether the Bank is a Shareholders’ Bank or a State Bank,
the Government of the country would be forced to intervene at some
stage or other. If at any time the Central Bank cannot meet its obliga-
tions, the Government cannot stand aloof on the plea that the Bank is &
Shareholders’ Bank: no Government can allow the Central Bank to
default. In this connection Mr. Kisch, a financial expert, states as
follows :

““The repercussions on the Government’s own credit would be too greast. The event
may be improbable; but the possibility, however remots, is sufficient to demoustrate
that the Government has a vital conoern i1n the efficiency of the Central Bank and
cannot be indifferent to its policy.”’

That being the case, even if the Bank be a Shareholders’ Bank, as
proposed in the Bill, the Government will have to watch its policy very
minutely, and step in to intervene as soon as the Govermment find its
policy to be detrimental to the credit of the country. In this comnection,
it will not be out of place to mention what another financial expert, Mr.
Keynes, stated in giving evidence before the Royal Commission. On
being asked by the Chairman of the Commission whether it was a
fact that in many important countrieg the Central Bank was more or less
independent of the Government. Mr. Kevnes stated as follows:

Tt all dépends whether you mean formally or informally.”
Then, later on, he stated again:

‘“You could not have a more extreme case than the Bank of England. which formally
is a private company; but that does not represent the real facts.” .

‘Further on, gn the course of his reply, he added:
‘“The. Bank Directors have the power of resigning and making a great scandal about

it in the last resort, but, in practice, short of a great public scandal ¥ should say that
it is the Government of the Hay, which bas the last word
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In coming to the question of the limitation in the number of shares

to be held by an individual, I am not convinced by the argument of free
marketing of shares. The Reserve Bank shares cannot be compared with
the shares of ordinary limited companies. Had it been an ordinary
limited company, there was no need of a special legislation. The shares
and the Shareholder’s Bank stand altogether on a different footing and
must be treated with a special consideration. To my mind, there is &
very greabt objection against the holding of unlimited shares of the Bank
by individuals. The basic principle in making the shares available to the
largest number of men at the time of the first allotment is, that the
shareholders and the electors will be multifarious so that the Central
Bank will represent all shades of opinion in the country. But, if, after
the allotment, no limitation in the holding of shares is enforced, & coterie
of capitalists may purchase an unlimited number of shares in the name of
a free marketing, and ultimately the country may find to its bitter cost
that the Bank is being run to the advantage of that coterie and not to
the advantage of the people of India. After all, as I have already said,
it is not like other private Shareholders’ Banks. It will deal with State
money, and, if 4 group of capitalists control the lergest number of shares,
‘they will utilise the State money only to their advantage. I agree thal
such prospects might be remote, but I ask with all seriousness whether in
such an important legislation the door for such a prospect should be kept
open. It is an every day occurrence in the share market, that with a
little rise of price in the share value, a large number of shares come to
the market. It is no wonder that such a thing will not happen in the
present case. The Honourable the Finance Member hopes that people
will cling to their shares. But I believe that it is g pious hope, which
will never come into fruition.

Sir, as regards the opening of a branch of the Reserve Bank in London
I cannot see eye to eye with the Government who outvoted the minority
by a majority of votes in the Committee. London being one of the best
international monev markets, I think Indians in charge of the London
branch will have the best opportunity of coming into contact with and
knowing about international money markets. The Central Banks are the
banks. where the nationals of a country get the best training of being
fmancial experts. Unfortunately, at the present moment, we have got
very few financial experts who could be compared with those available in
other dominions and independent countries. The only reason for this
-state of miserable affairs in this line is that Indians have not been given
an opportunity of coming into direct contact with the Central Banks of
other nations, and, in my opinion it is the only opportunity of training
Indians in the London branch of the Reserve Bank as future experts in
international finance. Considering these aspects, the duestion of eco-
nomy must not be made a fetish for carrving out our London business
through the agencies of the Bank of England. Further, Sir, the amount of
profit that will accrue to the Bank of England, by handling the business of
“the Indian Reserve Bank in London, will be huge in comparison with the
profit that may accrue to the Reserve Bank in India as their agent.
Now, Sir, as to the ratio question, much has already been said by
speakers who have ppreceded me, and 8o I do not want to say much aboub
it now. T have expressed my opinion on that peint in my minute of
dissent, and T am of the opinion that the whole question should be
investigated by an expert body before fixing it in this Bill. '
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As regards the rural credit system, it hag been sbundantly made clear
by my Honourable friend, Mr. Raju, and I agree with his proposals.
Considering all these factors, I would suggest to this House to proceed

-with the Bill with the utmost cautiousness. Keeping these factors in
view, this House should try to amend the Bill in such a way as to make
provigion for g State Bank, failing which we must amend the Bill in such
& way as to remove the powers of the Governor General at his ahsolute
discretion either under the present (onstitution or the future. Sir, there
are certain other points, which I do not like to deal on the present
motion but T shall discuss them when the clauses will be taken up.

Lala Rameghwar Prasad Bagla (Cities of the United Provinces Non-
Muhammadan Urban): Sir, at the very outset, I admit that the Bill marks
an improvement on existing conditions as, at present, the curreney and
exchange poliey is managed by the Finance Department, while the control
of credit is almost -entirely vested in the Imperial Bank. With a separate
and properly constituted authority with definite functions, duties and
responsibilities, matters might improve to some extent. But there are
certain misapprehensions in the public which, I feel, should be removed
by clearly providing in the Statute.

I dm unable to understand the Finance Member when he says thak
he desires and practically assures that not only 75 per cent. of the shares
will be in the hands of Indians, but even more, why he cannot have it
mentioned in the Bill. Sir, the same thing applies to the econtrol. It is
imperative that we should have clear safeguards against non-national
interference as France, Germany, Italy, Norway, Denmark, Greece and
Hungary, having share capital banks, have by some means or other
provided. The Reserve Bank Bill will be the foundatioh of the financial
edifice or, more correctly, the centre of the fimncial nervous system. Its
nonduct on the basis of a national economic policy is vital to the economic
development of the country. Therefore, our anxiety to safeguard against
non-hational interference i8 most reasonable, and legitimate and should
uot b, misoonstrued as discrimination. c

8ir,\I would like to say a few words about our reserves. - For someé:
years ndw the countries have not only been conserving their gold resources,
but haye been straining every nerve to draw more and more gold to them-
selves ﬁw:hlch policy, being stretched beyond limit, has resulted in upsetting
mte‘rnutxonul equilibrium. Even after thase countries have renounced
their responsibility for maintaining convertibility, the scramble for gold
bas npt a whit abated. I do not suggest to follow that policy of unbridled
economic nationalism; but certainly T am anxious to save the country from
being exposed to the dangers of an ill backed paper currency, I, -therefore,
suggest in this connection that an embargo .should.be put on the gold
and the price be fixed by the Government at which they should buy gold
in the market and thus add to our gold reserves and not _be_contented
with only 40 crores of rupees worth gold. The Government ghould éven
&n;);v, although it is very late, be awakened lest the stream of gald may

? up‘ . - . Av' . ’ T

_8ir, now I propose to examine the question of exchange rat;
neither undérstand nor believe that 5thisqquesﬁon does notngezme#:ﬂﬁ\sinl t;lx‘g'
provinée of the Reserve Bank Bill, In fact, this is the foundation on'
which the proposed edifice of the Reserve Baak' will whasd. ' H We are
not wise enough to strengthen the foundation, the whole structure is sure
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to fall down at no distant date. I hope the Honourable the Finance
Member, who is in a way our guide in planning the structure, does not -
desire along with us the mason to be condemned even by a layman
for raising the gigantic building knowing the foundation to be absolutely
unreliable and worthless. To my mind, the only course, if the Reserve
Bank is to be saved from imminent jeopardy, is to devaluate the rupee
and stabilize it at the lower ratio. My reasons for doing the same are
raising the price of commodities which is the crying need of the country.
Most of the countries are doing it and India, an agricultural country, needs
it much more than any other. With the present exchange ratio, Indis
can get the benefit of depreciation at the most to the extent England
does, but the rise in prices is needed much more here than in England.
Actually our prices are lower. According to Mr. Bcott’s calculations, the
sterling has depreciated by 33} per cent. while here by only 210 per cent.
From 1931 to 1933, the wholesale prices in England have increased by
about three points, while in India they have recorded a fall by about 8
points in the same period. 8ir. the exchange ratio so far could be main-
tained owing to the export of gold, but now when it has almost all drained,
the fictitious ratio cannot be maintained by the Art Masters unless, of
course. they .decide to suck all the little blood of the public wlich has
been left now. Our balance of trade has fallen considerably and a rise
in prices would raise the buying power. Now, when most of the countries
are off the gold standard and moset currencies are depreciating, is the time

for reconsidering the ratio question and putting it at 1s. 4d. instead of
1s. 6d.

Mr. President, coming from Cawnpore and belonging to the business
community, I will be failing in my duty if I do not point out a flaw. I
am at a loss to understand what procedure has been followed in fixing
the centres for keeping the registers. If it was the commercial position 6f
the cities, I cannot understand why Cawnpore should have been omitted.
May I inform the Honourable the Finance Member that Cawnpore even
now is proud of having a Currency Office, and, if a register is kept-there,
it will mean practically no extra expenditure or inconvemience. It was
Cawnpore in North India at least which had ite first claim. Y, therefore,
appeal to my Honourable friend, Sir George Schuster, that if he wants
to see his desire fructified to which he gave expression in the last sentence
of his speech, ““a body which would remain in touch with the main
business centres and command the confidence of the business com unity

of India®’, he will agree to adjust it and fix Cawnpore, the Manchester of
Northern Indis, also as one of the centres. per e

With these few words, I support the Honourable the Finance Member’s
motion for consideration of the Bill before the House.

Mr. 8. 0. Mitra: Sir, in our minute of dissent we have made cur points
clear. We have said that the whole country is for a State Bank, and,
on the last occasion, in 1928, the then Select Committee, after much
consideration, accepted such a scheme. 8o, it now lies heavily on the
Government to prove that the scheme of a Shareholders’ Bank should be
preferred to that of a State Bagk. . T for one cannot understand why the
bureaucracy in Indis, representing an slien Government, should be anxious
for a Shareholders' Bank in preference to a State Bank. g bt
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Going through the old papers, I find that the only reagon that_ they
could put forward egsinst a State Bank was the difficulty of .securing a
roper Board of Directors. No other solid ground, so far as I can see,
Kna been put forward against the scheme of a State Bank. It is admitted
that the Bank will be discharging public functions and that the principal
object of this Bank will be to control the currency and credit system of
India. If that be so, will the Bank function merely on behalf of share-
bolders, or it will discharge public functions? The purchasing power of
the rupee will be more or less determined by the future policy of this
Reserve Bank. I do not think that anybody can claim that the future
Reserve Bauk should be for any individual or shareholders’ interest. When
this Bank will be discharging merely public functions dealing with the
interests of the rich and the poor alike, why should it not be a State Bank
unless it is proved that it is not possible to get a proper Board of Directors?

You will remember, Sir, that in the 1928 scheme there was a sugges-
tion for a Board of Directors who were expected to be free from the day-
to-day political influence of the country. As we have esaid in our Report,
in the judiciary of this country we find that it is possible to secure personnel
for the highest posts who sare not interfered with by the executive, who
hold their own and who continue their service during good behaviour, and
no body here in this House or outside in India has ever said that they
are influenced by political motives. If that is possible for the judiciary,
8 very important function of the State, why should it be impossible in the
case of the Reserve Bank? Again, xo far as Btate Railways in India are
concerned, there was a committee which claim to have suceceeded in provid-
ing for a scheme in which the members of the Board of Directors are
expected not to be influenced by political considerations, but who would
be able and efficient Direotors. So, when in the scheme of 1928 it was
suggested that the Board should consist of members representing the
Associated Chambers of Commerce and the Federation of Indian Chambers,
that there should be three representatives from the non-official Members
of this. Honourable Legislature, three to be elected by the non-official
Members of Local Legislatures, and one to represent the co-operative banks
in India, that was a scheme which had the wholehearted sup of the
people of this country. 8o it cannot be said that it is impossible to work
6ut a scheme for a Board of Directors of the Reserve Bank who will be
beyond the pale of day-to-day political influence.

_ It has been well argued by my friends on this side of the House that
with the Bill as it is, the political influence of the Secretary of State
will be very great, and that the Secretary of State, being one of the
Members of the British Cabinet, his responsibility will be to his constituency
and his Government, and, as my Honourable friend, Mr. Bhurut Sing
has just now said, the influence of the City of London will directly be on
him in sny consideration of the interests of India. Under these circum-
stances, we feel that there is no way by which this Bank could be kept
absolutely out of the influence of politicians. Further, why should there
be all this anxiety? Even under the present scheme, theé. Directors will
be elected by the shareholders, and so are they expected to be non-
mhycal persons? We certainly expect that big finanvigrs -or persons

ving experience in the industrial or commercial field, will be elected.
Teke & man, fow instance, like Bir Purshotamdss Thakurdss, or may
Leader, Sir Cowasji Jehangir. Can we expect that. when isbey “lea 4
Bombay, they will leave their politics in Bombay and be wevely oomme:?
s-such he will

D 2

gial or indusiriak men ?. Man is & pokitical:animal, and s
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ever be influenced by political motives, And what are politics after all?
If we try to understand it, it means that a man is to be dictated not by
his own individual interest, but by the interest of the community and the
people at large. Why should people in the Bank be bereft of all political
considerations ? Certainly it is agreed by all people that

3r® oliticians should not interfere with the day-to-day working
of the Bank, but that is no reason why nur Statute should debar all
political influence from this Directorate while making it fully liable to be
dictated to by the Secretary of State from England. All attempts to
make the Viceroy a constitutional Governor General have failed. I know
His Excellency is very much anxious to be one. Can Government even
now give us the assurance that the Governor General in Council should
not in any way be influenced by the Secretary of State? Will he not be
responsible to the Secretary of State and his constituency in England?
Will it be admitted in the future Constitution that the Governor General,
as in the dominions, should be free from all influences from and? If
that is conceded, there is some meaning in it, but by all kinds of safe-
guards and through the Instrument of Instructions the Viceroy remains
merely the agent of the Secretary of State and, as I have said, the
Secretary of State must be responsible to his own people. Under these
circumstances, it is preposterous for the Government to expect that this
Bank will be working free from all political influences. t is one of
the reasons why we in India are for a Btate Bank. .

Certainly it is anomalous that, as Mr. Sarma once said, we the people
of India should ask for a State Bank when that also will be dictated by
the Secretary of Btate. When we want a State Bank, we feel that the
politicians in India and the Legislatures will also have & voice to counter-
act the influence that may be exercised by the British commercial people.
That is the reason why, though unnatural it may seem, we on the popular
side also wish to have a Btate Bank. ‘

I have sought to modify the scheme of Shareholders’ Bank, if this
scheme is accented, by an amendment, so that there may not be any
influence from the British commercial people, defining the Governor General
in Council to mean as advised by his responsible Finance Minister. It is
well known that though orders are issued in the name of the Governor
General in Council, it is always the Honourable Member in charge of the
particular Department who issues the orders. If Government’s intention
i8 bona fide, I think they will see their way to accept that suggestion.

Aa Hongurable Member: There would be a Financial Adviser according
to the White Paper scheme.

Mr. 8. 0. Mitra: We cannot anticipate. We must legislate for
the present. ‘What I mean is that in future Finance willoglza et;v‘:;\“nt:fex'red
subject snd there will be a Minister in charge of Finance. There may be
finaneial experts who will advise the Governor General as well as the
Finance Membé¢r of the future. I mean the Finance Minister and not

The other ‘poin on which popular feeling is very strong is about the
sheres being more than 75 per cen. confined toﬂzymtwalsbom Indians.
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the Bill, there will be no difficulty to secure the proporkion or even more.
So unless there is very much pressure on this side of the Housg, I think
_wecan give up the point realising that our purpose has been attained even
“under the present scheme. I am not one of those who will unnecessarily
try to antagonise any people when it is not absolutely necessary and I
_think the ssme question applies more or less to the Directorate in the
Board. There also, if the scheme is proceeded with, on the fourth year
we shall have eight elected Directors. There is no apprehension about
Indians getting their share of 75 per cent. of Directorate and we kmow
that Government gave us the assurance that during this period of nomina-
tion they will see that the Indian proportion does not suffer..

I feel very strongly about the question of the limitation of holding
_shares. That has been put very forcibly by Mr. Bhuput Sing. We could
not earry it in the Select Committee, but we agree that there should be a
maximum limit of holding of shares by individuals.

As regards the question of having more branches from the very
‘ut Lahore, Karachi and Cawnpore, I am personally inclined to think tha
these three places should be included. My argument is this. Even at
present Government have got their Currency Offices in all these places
_which involves a very large expenditure on the part of the Government
and it will not require very much more additional expenditure, but it
will satisfy the sentiment of my friends from the United Provinces, the
Punjab and Sind to have a branch of the Reserve Bank from the very

beginning.
An Honourable Member: What about Orissa?

Mr. 8. O. Mitra: T do not anticipate events. We are only legislating
tor the present.

-As regards the question of ratio, it has been made. clear that Govern-
ment do not want us to support the present ratio from this Legislature,
but yet we cannot get away from the fact that a feeling exists in the
country that the Legislature shall have to give its vote on the ratio which
is already prevailing. It was made clear why Government should think
that for a year or more—that is, until the time when the Reserve Bank
Act will come into force in this country—Government themselves may not
have occasion to change this ratio. So it was suggested, and there are
amendments to that effect, that instead of putting in any fixed ratio in
the Bill itself, we should say that the legal ratio that will be existing at
the time of the enforcement of this Act should be acocepted. We made it
plegr from thousands of platforms all over the country that the present
:ﬁt’: is not aiceptable ;o the country. At the same time we also feel

al we cannot go to the extreme of suggesting that the rupee should
be delinked from sterling. Sir, it is no uageg?ienygng the fact :)Pst we have
very large obligations to meet in England in the shape of home charges
and if we delink the rupee from sterling or if we allow the rupee to find
its own level, it may mean our incurring Rs. 12 crores or 15 crores of
additional money in the uncertain expectation that the price level may rise.
It is no use criticizing men like Sir Prafulla Chandra Ray that he is not
an expert. I know he spent all his life in industrial and other pursuits as
well as in scieptific research. It is true that Bengal is not unanimous
a8 regards the ratio queation as the other provinces, and it is certain that
%q 8o0n 88 e delinkthe rupee, we shall have to pay a few crores more,
uuﬁvﬂ}get“éghggqf'og 951“ in sth 8 l evel og,prgoas not ”‘M, tho“gh

3

.

i



<9986 LEGISLATIVE ASSEMBLY. [28tr Nove. 1938.

© [Mr. 8. C. Mitra.]

it is naturally expected. In the case of other countries like Japan,
America or England herself, it is expected that there will be a rise 1n
the price levels, but, in the case of India, though the rupee has in relation
to sterling undergone devaluation down to a certain percentage, there has
not been any appreciable rise in prices. The difficulty is that the pur-
.chasing power of people throughout the world has suffered. It is not
necessarily the case that if we can sell our things at a lower price, there
will necessarily be a greater demand. Of course it is natural that with
lower prices there are expectations of a greater demand, but what I say
is that it is not a certainty like the external obligations where we shall
have to pay a few crores more at once to meet our home charges. 8o,
in this matter, I think the suggestion, made by my leader Sir Cowasji
Jehangir, that the de jure rate that will be obtaining at the time the Act
will come into operation should be adopted. There is no point in Govern-
ment advising us now that for the next year and a half, before the Reserve
Bank Act comes into force, there is not the least likelihood of their
reducing the present ratio.

There is one further minor point about the agreement with the Imperial
Bank. I see in this House there is no dearth of friends for the Imperial
Bank and I wish them all success, but yet we should not forget that
even the London Committee suggested that the agreement should be for
ten years certain, with an additional period of notice . .

The Honourable Sir George Schuster: I think my Honourable friend
is not quite correct in saying that the London Committee have made
any definite suggestions on that point. All that the London Committee
said was that they thought that the period of 25 years was too long.

Mr. 8. 0. Mitra: There is nothing definite in the London decision, but
they expected it should be a shorter period. Under the present Bill, it
has been made 20 years certain. The agreement with the Imperial Bank
is to be for 15 years to be followed by a notice at least for five years
which means 20 years certain, but in reality it would be much more than
that, because just after the fifteenth year, to consider the pros and cons
of this agreement. it will take another two or three years. It will mean
22 or 23 years. T think the Imperial Bank also had accepted during their
last contract with the Government a period of ten years. The future being
80 uncertain, it is better that we should accept the shorter period of ten
years and a notice for another three, four or five years. That will make
the perind really almost fifteen years certain, and T think this House should
not go further than that. ' '

With these few words, I support the motion for this Bill being taken
fnto consideration, because I understand that my friend Mr. Bitaramaraju
will be agreeable not to press his motion for re-committing the Bill to the
Joint Select Committee if he gets some understanding that, in the provi-
sions of this Statute iteelf there will be Bomething definite with regard
to the creation of a rural credit depsrtment. ‘

Dr. Zisuddin Ahmad (United Provinces Southern Divisions: Muham-
madan Rural): Sir, circumstances have placed me in -a position that 1
can review the whole situation with an impartisl and neutral mind. (Hear,
hear.) I am npeither a_signatorv to the London. Com ’MGBW nor. {0
the report of the Joint Committee. Bo I represent”
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examine the reports of these two Committees - with an- impartx:il mind.
8ir, as far as this House is concerned, the minority report of the Joint
Committee is really the report of the majority committee . . .

[At this stage, Mr, President (The Honourable Sir Shanmukham Chetty)
vacated the Chair which was then occupied by Mr. Deputy President
(Mr. Abdul Matin Chaudhury).]

.- +.And I shall tell you why. But, before I give my reasons,
J would just like to remind yoa of tbe story given by the Honourable
the Finanoce Member that the minority report really represented the stones
of a fruit and that Honourable Mombers would see what they were like,
but he did not complete the whole story. Bir, here the fruite are really
the almonds, where the stones really form the essential part of th~ fruit;
and whatever is left is not fit to be swallowed, but will give you a stomach
if you begin to chew it. 8ir, out of 18 non--official Members of this
House, as many as seven wrote minutés of dissent and only six sided with
the Government, Therefore, had it been 8 Committee of this House alone,
then the majority report would have been the niinority report and the
minority report would have been the majority report.: When, out of
thirteen members, seven . . . . .

The Honoursble Bir George Schuster: Docs my Honourable friend sug-
gest that I am not a Member of this House?

Dr.- Ziauddin Ahmad: I clearly said ‘‘non-official Members’’ and my
friend did not follow me. B8ir, all the amendments that have now been
tabled from this side of the House would have been tabled from the side
opposite. 8ir, though I very much appreciate the great contribution
made by somne Members of the Council of State and it was more valuable
than our contribution, but it cannot be denied that we were let down by the
dead weight of their majority. The second disadvantage is that our
leaders are not with us. Out of the members representing the three big
groups of the Opposition, the Leader of the Opposition was the anly one
who sided with the Government und did not side with the Opposition. Sir,
the -third difficulty under which we are labourinz is that our distinguished
President, who took such a great Jead on the last occasion, when we dis-
cussed the Reserve Bank and the Gold Standard Bill, is no longer avail-
eble to the Opposition. With these three disadvantages, as compared
with the circumstances that were prevalent in 1927-28, we have now to
proceed. I frankly acknowledge that we are the unworthy suecersors of
oyr worthy predecessors. Our predccessors did not accept the Bill which
wag far better than the Bill which is now before us, and there was great
consolation in this House as can he seen from the speeches delivered
on that occasion and there was a great consclation in the country when the
Bill was withdrawn. 8ir, the country undoubtedly wants a Certral Bank,
but it does not want a bank of the tvpe which is being forced upon us.
Government appointed s Banking Inquiry Committee, and a great portion
of the tax-payers money was spent on it. ' The best brains of the country
‘were engaged for several vears. They produced & report and their unani-
‘ous finding was that the Raverve Bank should be s State Bank, and not
a Shareholders Bank. Bir, the discossion 6f the Reserve Bank Bill is &
Firease vorv ajmilar to chronic dysentery and. the method of euring it
‘Which the’ Governmisiit have ndopted i verv much like that of a pitient
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whose story I will just narrate. A man was = suffering from chronic
dysentery and he went to & dactor. The dootor advised him to give up
women, wine and singing, and he would be all right. Several years went
by and the patient was still suffering from the chronic dysentery. 8o he
again went to the same doctor. The doctor usked him how he was. The
patient said that he was following his advice and he gave up singing and
yet he was suffering from the chronic dysentery. The doctor asked him
whether he had given up the other twe things also. He said: ‘‘No, but I
have carried out an esseatial part of your instruetions'’. He went to the
doctor again after a few years and said: ‘‘I have acted further on your
instructions by giving up wine. Now, I take heer’’. The same is the
case with our Government as regurds the Central Bank. We have been
discussing the Reserve Bank for a long time. There have been the recom-
mendations of the Fowler Committee, the Chamberlain Committee, the
Hilton-Young Committee, the findings of the Banking Inquiry Committee
and, above all, the decision of our cwn Legislative Assembly, and still we
‘find that the Government have come up with their own proposals
and did not care to accept the advice of the dootors.

The Honourable Sir George Schuster: Is my Honourable friend su
ing that the Hilton-Young Committee recommended a State Bank?"

Dr. Zianddin Ahmad: No, T do not mean to sav that. T refer to
the finding of our Legislative Assembly and also of the Banking Inquiry
Committee. which are the latest. 8ir, I would like to draw your atten-
tion to the fact that our Assembly umnanimously recommended thet it
should be a State Bank, and the Banking Inquiry Committee also made a
similar suggestion; and yet we find that the Government have quietly
put in a scheme of a Shareholders Bank. Now, in the course of the rest
of my speech I will not call it a Shareholders Bank, but will call it a
nimboo-nichors Bank. I will give you the story about these nimboo-nichors.
In the olden days, in Delhi, thave used to be a special class of professionals
who kept a certain number of Jemons in their pockets. Thev went to
rich people and to inns and just squeezed some lemons in their meais and
naturally they were invited to share in the meal. In fact, they commenced
regulating dishes. Therefore. by giving a small quantity of the juice of
lemon ther became masters of the whole dinner. The same is the case
with this Reserve Bank. The sharehclders, by paying five crores to this
Bank, are taking possession not on!v of 300 crores of rupees belonging to
tax-payers, but begin to levy taxes on member banks and control the
entire monetary policy of our country. Therefore, the position of these
shareholders is no better than that of the professionals who used to be called
in Delhi as nimboo-nichors. Literally, it means ‘lemon squeezers’’, bub
that expression does not convey the idea which I have mentioned.

First of all, T will take up the question of the Btate Bank versus the
B8hareholders Bank. On the Iast oscasion. when we had a discussion on the
floor of the House, very mmpertant speeches were -delivered by Sir
Purshotamdas Thakurdas snd Mr.; Rangaswami Iyengar. - Now, these two
gentlemen were the pillars on the side of the Opposition. They led the

Opposition and I ecannot understand what actually happened that ‘‘over ome
aight in London’’, using the popular phraseologs of my. leader, Sir Cowasji
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Jehangir, they changed their mind. I will just quote & portion from their
speeches which they delivered in 1027. 8ir Purushotamdas Thakurdes
8aid

« “Bir, T am not at all ‘rbo'd'itf'tho mmmd.thcmdludm
fn this House lke Pandit Mchan viga and others that this measure shall
lotpm.muymeheoﬁddcuﬁonut&s.'ﬁr,theiduofprintoqpﬂdbankfof
thi‘pnrpoceinmiduwhichhonlymbommﬁqn‘dinorderwnmtik.(ﬂm,
hear.) Iwiﬂmbuumydmn;uword,lmmmdodofﬁhawordmﬁmdy,bnt
1 do not think it is necesssry.’

" This was the opinion expressed by Bir Purshotamdas Thakurdas sbout &
Shareholders Bank. Coming to the position of Mr. 8. Srinivasa Iyengar,
&ie also said_on the floor of the House on the 81st August, 1927:

_ “We think that so far as any bank csn function as a bankers’ bamk, it cught not
to be a Shareholders Bank. It onght to be s bank which is subject to the legislative
control of this Assembly. Tt should be a bank wholly Indian, acting wholly in the
i&toremof India, snd it should be able to help bankers in the dificult times ahead

m"!

-

These are the opinions expressed by twn of our greatest leaders, 8ir
Purushotamdas Thakurdas and Mr. 8. Srinivasa Iyengar. I am gurpruod
that over one night they changed their opinion and signed this report
of the Lopdon Committee.

Mr, ©O. 8. Ranga Iyer (Rohilkund and XKumaon Divisions: Non-
Muhammadan Rural): I rise to a point of correction. Mr. 8. Srinivasa
Ivengar did not sign this report rcr has he expressed any opinion contrary
to the one which he expressed whila he was a Member of this House. He
was the leader of the Party to whick I had the bonour to belong, namely,
¢he Swaraj Party, and as T believe he is going to occupy a very big
position in the public life of India, as big as the ons which he oocupied
formerly, I do not think he xhould be misrepresented in this House.

Dr. Zisuddin Ahmad: 1 think probably I did not mention the name
properly. 1 mean the editor of the Hindu.

Mr. 0. 8. Ranga Iyer: The quotation, though very helpful te him,
no doubt, was probably not a quotetion from Mr. Rangaswami Iyengar.
He mentioned the name of Mr. 8. Srinivasa Iyengar.

Dr. Ziauddin Ahmad: It is the slip of tongue. I quote from Mr.
Rangaswami Iyengar's speech on page 8752 of the Assembly Debates
of the 8lst August, 1927, and here it is and my Honourable friend can
read it.

Mr. 0. 8. Ranga Iyer: I =oc just now that it was a quotation from
Mr. Rangaswami Iyengar and that the name of Mr. §. Srinivasa Iyengar
was mentioned by mistake.

- Dr. Zihuddin Ahmad: I meant Mr. Rangaswami Iyengar who was a
member of the London Committee. On account of his changed attituds,
he has placed himself and his paper in such an illogical position that both
the Honourable the Finance Member and the Honourable Members on this
side of the House quoted from the Hindu for the suppert of their diverse
and conflicting claims. Sir, everv one can change his gpinion under new
circumnstances, but it is fair for the followers that those who change their
opinion should make a clear statement and should give .their reasons.

, I
Yook ery great pains to find out the argumenta in faveur of the Shareholders
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‘Bank in the reperts and I dare say that I tried to oonvince myself even
while I was in London, but not a single convincing argument was related
to me except the rhetorical expression, which is given in the note of dissent,
and I call it rhetorical, because it is merely a catch word, that the Bank
should be ** free from political influence *’; and that this Bank should be
like other banks in European countries. These are the only two arguments
‘that were given to me, and I should like to examine them in detail. Before
I go further, I should like to establish a Lemma. Lemma is a side pro-
position, which is required for the proof of & main proposition. Assuming
that the Members of the Legislative Assembly are politicians, that they
represent politics, is it or is it not & fact that the Membera of Parliament
are also politicians and that they also represent politics ? If it is so, then is
it or.is it not a fact that the Secretary of State for India is as much &
‘politician and the Governor General is as much a politician as the Mem-
bers of this House or their future Ministers? In fact, as was
put down by one of the speakers in 1927, the Secretary of State for
India and the Governor General are politicians, they are in fact politics
‘personified. May I ask whether the Governor General is the head of an
academic institution, is he the Viee-Chancellor of a University or is the
ruler of a country and governing India? Therefore, if there is any politician
in India, there cannot be a greater politician than the Governor General
himself. If there is any politician in England for purposes of India, there
cannot be a greater politician than the Secretary of State himself.
Therefore, if you consider the Members of the Legislature and if you consider
the Ministers of this country to he politicians, then you are bound to admit
that the Becretary of State and the Governor General are both arch
politicians. I very much appreciate honest difference of views if persons,
who believe that the Bank should be free from political influence, remain
congistent. If they press that the Bank should be free from political
influence of this Legislature, is it or is it not their duty that they should
press with greater force that the Bank should be free from the political influ-
ence of the Governor General and the Secretary of State ? Is it fair that they
should apply this principle only in the case of Indian politicians shut up
their mouths that they should remain silent and 8ay nothing when they
apply it to the case of British politicians? Those persons who bhave
supported the elimination of influence of Indian politicians and allowed the
continuation of the powers of British politicians exercised through Governor
General and the Secretary of State, 1 think they are neither true to them-
selves nor to their country, and all the adjectives that I can find from the
Webster’s Dictionary can be applied to them. It was their honest duty
to put down their minute of dissent that, if they wanted the Bank to be
free from political influence, then they should have removed altoﬁe{her
all the powers of the Governor General and the Secretary of State. en,
I say, their opinion would have been honest. It would be an honest differ-
ence of opinion. There may be two sides to the question, you may accept
this or you may accept that. If you say on the one side that you want
the Bank to be free from political influence and, at the same time, syallow
the big pill of the Secretary of State and the Governor General, it is a
Position that cannot be substantiated, I want some person from the other
side to_get up and explain how they can consciously and logically explain
that particular position. Coming now to-the main question, the arguments
in favour of a Shareholders. Bank, I refer you to the minority r’mﬂ »:
examines the srgumients in favour: of the Bhareholders Bank. .The.argye
‘mente ave, (1) It is the only form of & “which ‘will providé Directors



THE RESNRVE BANK OF INDIA BILL. od9i

frea from political influence, (2) in most countries of the world the Central
Banks are Shareholders Banks. I now take up the second that most
"of the banks in other countries should be Shareholders Banks and, in this,
I cannot do better than really quote from the speech of Sir Baail Blackstt
and the reply given by Sir Purushotamdas Thakurdas. 8ir B.asxl‘ Blackett,
speaking in the Legislative Assembly, on the Reserve Bank Bill, in August,
1927, says:

““The Government believe that the shareholders plan is far more satisfactory than
any which has yet been before them and they have other reasons for preferring it,
namely, that the plan is one which would be understood in the rest of the world, and
the rest of the world will feel that, in dealing with the Reserve Bank of India, it is
dealing with something which it can understand and whose constitution it can appre-
d‘ ”
* This particular point was put in these forcible words by 8ir Basil
Blackett, and I do not think any exponent can put it in better language.
Now, I will read the reply of Sir Purushotamdas Thakurdas and I think
nobody can put it in better language than he did. He gave the most
effective reply, and he said:

“What does it matter whether the Reserve Bank in India is applauded by the rest
of the world forthwith or not? The question is, whether the institntion is suitable
to India or not. Is the institution going to be an institution which is to be devised
and carried on, in the interests of India, which is to serve the meeds of India? And
if the rest of the world, owing to their ignorance of the problem of India, do not
understand the raison d’etre of the institntion which is to serve Indian purposes and
Indian needs, is Bir Basil Blackett going to sacrifice that part of our necessity to the
mncgon thato‘thob.rut ::.rt thetowﬂ':“ will .tb‘leut lpphnd“hi.. idl:" Wek:nt any

1r, L] ma; npprovod m gland, erics,
Gn:’mmy. moe or Rusaia. yWht we mt,it what will suit us. what we can approve
of and what we can see clearly, will serve our best interests and the best of our needs.”

The argument of following other countries has really no force. Circum-
stances differ in different countries. We have our own troubles, and the
position which existe in this country does not exist in any other country.
Is there any other country in which the foreign banks predominate the
national banks there ? Is thers any other country where the money is lent
at 75, 100 or even 200 per cent. to the ignorant peasants and still the
Government of the day allow it, and take no action in the matter? Can
this exist in any civilised country outside India, and will any other Govern-
ment sleep over the matter when such a state of affairs existe? 8o this is
really a very peculiar position which we eannot pass over. Therefore, every
country has got its own needs and its own requirements and it is for us to
say what form of central bank will suit us best, and should not servilely
follow the examples of other countries.

Now, T come to another point which is very often d that the
Reserve Bank should be managed by businessmen, and politicians should
not come near it. This point also was taken up in the 1927 debate, and
here also I cannot do better than quote Mr. Jayakar's speech while discus-
sing that Bill. This is what he said about businessmen alone being the
best managers: ‘ ‘

“I am very sorry, Bir, that T have to differ from the expert opinion of my Honour
able and esteemed friend, 8°r Victor Sassoen, when he laid down this dictam which I
bave very carefully noted and he says that these business undertakings can be best
mn\&:! by business men. I ask him, how does it liappen that Bir Feromsshah Mehta
was first Chairman of the Central Bank?! He was not a business man, yet bo
made s moat sugcesefu] administeator and provided a salutary check.snd curb upon all
QB: expeft bus'riessMalent which sat round him. T believe, Siz, that Sir Victor Sassoon’s
( n is &n old superstition. Tt may no doubt appear to be a truism that busines
men can manage business much better than snybody else can, but it is only a half-
troth. Bmim men, after all, are experts and all experts. are tymnts in their own
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And I said once on the floor of this House that all experts are eccentrics,

.and it would be rather a pity to hand over the administration of our currency
;polmy to a body of eccentrics. Mr. Jayakar continues:

“Tf we put all experts together, it will be a combination of narrow wvisioned,
opinionated men who will listen to nothing that is outside the limited ken of ﬂxdr
.own knowledge and experience.”’

~ This is the opinion expressed by Mr. Jayakar about business men. Bir,
no doubt in certain matters we do require experts, but, in the administration
of business and the administration of big concerns, it is very often the
‘lack of expert knowledge that is more useful than detailed knowledge of
that business. May I ask, Sir, when Lord Hardinge was put in charge of
the War Office, washeanexpertonwar? When Mr. Borel, Professor of
Masthematics, was appuinted Minister of War in France, was he an expert
in military affairs? Mussolini was only a schéolmaster, and was not an
expert. Examples of this kind can be quoted, and I say that, if the business
men can be politicians, why cannot politicians be  business men? No
business man ever acknowledged frankly thas he is not a politician. Every
business man poses himself to be a politician, but, at the same time, when
politicians come and say that they can also understand a little business,
they are not acknowledged as such. If a Civilian, by virtue of his passing
certain examinations, is qualified to undertake any business, even the
Governorship of a bank or anything élse, then why should the Members
of this Amembly who may have “jpaseed even stiffer examinations, be ex-
cluded from this? 8o this particular thing is not really within the province
of one man. Every person who has got common sense and understanding
‘can appreciste and understand it; and very often we find that persons, who
have not ‘taken say degree and have no experience, but who have got
‘strong common sense, can understand a business proposition muych better
than all your business men, all your politicians, all your lawyers and all
your Clvi 8ervants put together.

- 8ir, I now desire to explode the theory that these shareholders whom T
call nimboo-nichors in any bank or in a company represent, the shareholders’
opinion. Even in the case of the Bank of England, the Board of Directors
are called the Bank Court. Mr. Hartley Withers says in his book ‘‘On
the Meaning of Money’’:

*The Bank Court is 8 Committee recruited chiefly from the ranks of the accepting
bouses and merchant firms, and its members are nominated by itself subject to the
purely formal ecofirmation by the shareholders.’

- In the Minute of Diseent the same idea is expressed and supported by
8ir Osborne Smith: the Minute says:

*“The Directors practically exercise the right of appointing other Directors and ¢
got the'r action confirmed or p:.uab'; sl Ol e, Dy s vorifod
bySirOnbomoBﬁthin fonowhgqultmmdwﬂtbmmdwﬂn
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So this confirms the view that the election of Directors in any Bhare-
holders’ Bank or any Shareholders’ concern is really a farce. There are
a few persons who really get. the proxies and who get themselves elected.
A person who has got a small share will not take the trouble to make the
journey and atten(f the meeting. He will not even take the trouble of
spending a few annas in sending his proxy. So, really s ing, the share-:
holder is only interested in getting his dividend regularly; and so long as®
his pockets are filled up and dividend is paid punctually, he does not mind
in the least. Therefore, the shareholders exercise very little influenee in
the election of the Directors. The position is summed up in the minority-
note in & beautiful form which I should like to read. The passage reads: -

“The Secretary of State represents politics just as much as the future Indian
Minister; and hence the substitution of one for the other does not secure the freedom
from political influence, which is claimed by the Government. In efther case, the
Becretary of Btate will have determining voice, but in case of Shareholders Bank he
will be immune from the criticisms of the Indian public and of Legisiature.” .

" Therefore, my assertion is that whether you have a 8hareholders Bank
or whether you have a Btate Bank, the policy will always be regulated by’
the Managing Director. The Managing Director, in either case, will be
appointed by ns who are called ‘‘politics personified’’. The only
difference will be that, in the case of the Shareholders Bank, he will fire
the guns by putting it on the shoulders of the nimboo-nichors: in the other
case, his actions can be criticised on the floor of this House. S8ir, T ask
the House to consider at this moment that we desire the Government to
have the power, and the Government refuse. Is there any one under the
sun who will say: “No, I do not want power: please give the power to
others''? Can you expect a thing of that kind gom the nt Govern-
ment? If they have got such generosity, then why should they not show
this generosity in other spheres~—why not give 'a Constitution to India on
the lines that India wante? Why all this fuss of a first Round Table
Conference, a second Round Table Conference, a Third Round
Table Conference and, after that, = perhaps ‘& (U6mmifttee
next year will come from England to India to see whether thé
provinces are prepared for Provincial Autonomy and use it correctly. 1f
generosity is to be shown, then why do you not show-it in other maters,
but only in this? Tha real fdct is that there is something behind thée
scenes. Had it been really for the benefit of India and in the direetion -of
giving greater power to Indians, thea probably the Gevernment wouid nol
have been 80 keen: pressure would have come from the Opposite Benchen
and there would have been oppoeition from the Treasury Benches. But the
facta are the other way round. It is clear that in either cuse the Secretary
of State will wield all the powers and be above all public criticisms. Let
us see what we are doing. We have got the credit of our country; wa
have got the control of our currency policy; we have got control of all the
banks in this land; we have got the control of all these agricultural and
co-operative banks; we are going to put them all in the hands of a few
persons: for what? Bimply %cause they bring Rs. 5 crores—nnt because
the Government want Rs. 5 croree—we can really provide many times the
Hs. 6 crores—but because Government want certain persons on whoed
shoulders they will put guns and fire. _

I have so far dealt with the question of Bhareholders’ Bank versus.
State Bank; but I do not like to go into details now as we are likely to
deal with the issue, later on, on this particular subject when we come to
the detailed provisions and we can then go into detailed arguments. I have
only just mentioned in a general manner that, locking at it from the point
of view of Muhammadans, from the point of view of the Hindus, from the
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point of view of any community in India' and from the point of view of
the country as a whole, there cannot be any question that the State Bank
is the Bank which suits Indian conditions. I said before that persons who
honestly believe that a Shareholders Bank is necessary to eliminate political
influence it is also their duty to oppose the influence of British politicians.
There are only two classes of persons who may be opposed to a State Bank,
but agree to the retention of British political influence. The first claes [
will describe by a story. (Hear, hear and Laughter.) Perhaps those of us,
who have read the ‘‘Arabian Nights’’ and the stories of demons and fairies,
will remember that the lives of there demons and fairies very often were
not in their own bodies but located in a bird or animal, thousands of miles
away from the place where they rcsided—birds or animals kept in cages
in a distant lans. The first class of persons I was referring to are those
whose conscience is not in their bodies but in Whitehall. These are really
in favour of a Shareholders’ Bank. The second class who are in favour
of removing Indian political influence and retaining British political influ-
ence, as embodied in the present Bili, can be divided into two categories,
(a) and (b): (a) comprises those who sell the country for their personal
profit, and (b) are those who present the country for no profit . . . .

The Honourable 8ir George Schuster: On a point of information, will
my Honourable friend inform me to what class or category I belong?

Dr. Ziauddin Ahmad: I do not want to enter into jes: I wish
that every one may put his hand on his heart and decide for himself.

[At this stage, Mr. President (The Honourable Sir Shanmukham
Chetty) resumed the Chair.]

. Mr. Mubammad Yamin Khan (Agra Division: Muhammadan Rural):
Which category does your leader belong to?

Dr. Ziawddin Ahmad: Barring these two categories, you will find that
the whole country is unanimous in demanding a State Bank as theyv find
that the influence of the Governor General and the Secretary of State cannoé
be eliminated and I think if my Honourable friend withdraws this Bill at
this stage or at a later stage, his withdrawal will be received with great
consolation throughout the length and breadth of India. S8ir, as I said

just now, I do not want to go into greater details, because we

4 7. M- are going to have a separate debate on this particular question,
that is the relative importance of the Shareholders’ versus State Bank, but
T say it is almost the unanimous desire of the people of this country that
they should have 8 Reserve Bank, but not of the type which is contem-
plated in this Bill. .

" T shall leave this question of the State versus Shareholders Bank

the moment. and I shall take up one or two other issues. The next'im-
portant issue is the question of ratio. I do not agree with my distinguished
friend, the Finance Member, that this ratio question is outside the scope
of the present Reserve Bank Bill. We have really to legislate on this
particular point, we have to give our benediction on two particular clauses,
clauses 40 and 41, which are provided in this Bill. What are we to 8o ?
Are we to leave out these two clanses altogether? If we do so, what
would be the effeet? If we leave out these two clauses, it will really
mean that the rupee will no longer be linked to sterling and it will be
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allowed to find its own level. I know that there is some weighty opinion in
favour of this, but I am personally opposed to it, and I think, 8ir, it is for
the benefit of India that rupee should continue to be linked with sterling.
My reason for holding this view is that this rupee is a managed currency.
The value of the rupee is not equivalent to sixteen annas worth of silver;
it is equivalent to 64 or seven annas. Therefore it is & managed currency.
Therefore, it will be to our advantage to have it linked with sterling, which
is also a managed currency. Therefore, I strongly urge that these two
clauses, clauses 40 and 41, should not be deleted from this Bill. As I said, I
strongly believe that the rupee should continue to be linked with sterling,
but at what value? That is really the question, and I say that the present
value of 1s. 68d. is rather too high, and it is impoesible for us to maintain
this particular level. There may be two opinions on that point; one will
gay that it should be reduced to 1s. 4d., while the other will say it should

be reduced to 1s. 2d. or even less, and we do not know how far it will

go down. But I think there is {)mctlcd unanimity in the country that
the present ratio is too high, and

have three arguments in favour of that
view. My first argument is that India has to remit to the United Ki

Kingdom
money equivalent to about 70 million sterling. This includes the com-
mitments of the Government of India and also the remiesions which private
individuals make from time to time. 70 million sterling must be found
every year which India has to pay to the United Kingdom. Now, how
is this money to be found? Where is it to come from? We have been
paying this amount, and that is the only natural way. in the shape of goods.
We export our goods, and from that export we first pay the price of the
goods which we purchase from outside, and then about 70 or 80 millions are
left over, out of which we meet our external obligations and remittances,
and still a small amount is left over out of which we purchase gold and
silver; or, speaking in technical language, our export trade was always a
favoursble one, and it amounted to something in the neighbourhood of
75 crorea. But unfortunately the whole position is changed, and I do not
think that this year or, even for many years to come, we can have a
balance of trade amounting to about 75 crores, and if the balance of trade is
not favourable and we could not meet these external obligations by means
of our goods, then how can we do? The only other alternative will be for
us to pay from our gold reserves, that is to say, the little gold ornaments
which the people of this country possess. will have to be sold out in order
to meet our external obligations, and if the sale of gold goes on, a situation
will be 8o created that all available gold ormaments in the country will
have to come out, and it will be 82ld as distress gold and, out of the proceeds
of the sale of this gold these 70 crores wili bave to be paid out every vear. We
Imow very well that we cannot go on exporting gold for an indefinite period,
we cannot go on paying our external obligations to the extent of 70 millions
every year by exporting our gold. The moment the supply of gold ceases,
our currency will break down. Therefore, we have to find out methods to
increase our exports, and by that means alcne we shall be able to pay our
external obligations. Now, this question is really far more important than
anything else, that is to aay, how can we increase the volume of our e
trade in order to meet our external obligations to the extent of 70 millions
every year ? This particular question has been taken up by several countries
and, T think, my learned friend, the Finance Member, will agree that the
exeample of Bweden, New Zealand, Australia and other countries is in favour
of this, that is,\gy depreciating currency, we can increase our export trade.
It ia-a simple thing which anyone ‘can easily understand. 1f you.make vour
money . very. cheap 'snd ldep it at & very low lével, it will be very difficult
for you to purchase things from outside; it will be easy for the outeiders
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to purchase things from you; your imports will be diminished, and your:
exports will be increased and, therefore, the balance.of trade will always
be in our favour. Therefore, the only way by which the balance of trade
can be secured is by lowering the exchange ratio, and if I am wrong in
my supposition I would like to be corrected by the Honourable the Finance
Member in his reply; but if he does not give me a reply to this particular
question, we shall havé no other alternative but to draw the inference that
my statemeént is quite correct, my proposition is correct, but the Govern-.
ment, for some reasons, best known to themselves, are not willing to do
what is really good for the interests of India.

Khan Bahadur Mian Abdul Axiz (Punjab: Nominated Official): Will
the other eountry, to whom you propose to sell your things, take no
measure whatsoever to protect itself against your dumping? Have they
not powers to manage their own currency?

Dr. Zisuddin Ahmad: This question of dumping does not really come.
in here at all; that depends upon entirely other factors. We are not
manipulating the currency in 8 manner as to allow the rupee to find it
own level; it will continue to be connected with paper sterling, but at &
price at which it is8 most economic. The other argument which is really’
a reply to the objection raised by my Honourable friend, Mian Abdul
Aziz, is this. If you link rupee with sterling, you must link it at a
level which is economic to both countries, and see what is the true ratio
st which you can link the two countries together by an artificial law,
and that can be determined by means of the price level. We find thst
the price level in England has risen by 8} points, and the price level in
India has gone down by 3 points during the aame interval, that is, one
has gone up and the other has gone down. The difference between the
price levels of the two countries has been 8} points during the same
iterval. This is a clear proof that the rupee has not been linked at its
true economic value to the sterling; otherwise the movement of price
levels would have been, either going wp together, or coming down together.

The Honourable Sir George Schuster: 1 really wmust interrupt my
Honourable friend here. I am sure he appreciates the fact that the index
figure in England is worked out on the basis of a different set of com-
modities to what the index figure in India is worked 6ut. In India the
index is based primarily on the agricultural products, while in England it
is based on manufactured products. The prices of agricultural products
all over the world are specially low and the Indian index figures stand
specially low. T am sure, my Honourable friend appreciates that point..

Dr. Zisuddin Ahmad: T very mueh appreciate that point of view, but
we have to take the commodities in India as they are, and take the ecom.
modities in England as they are. The prices of manufactured articles
and raw commodities are not moving proportionately. The disproportion:
should be met by the management of currency, and we must see that
whatever the commodities may be, they move tégether, and we must link'
our rupee at a level so that the priee level of these two things may efther
go up or come down. Bince the War, the price level of primary articles
has gone down enormowly and the only way in which you can raide’
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the price level is to substantially lower this exchange ratio from 1s. 6d.
to 1s. 4d. or even lower. That is the only way we can arrive at our
desired result. We are dealing with articles quite different from those
in England, and the price levels of agricultural products have gone down
to a greater extent than the price levels of manufactured articles. It you
tind that 1s. 4d. is not high enough, you will have to lower it still further
so that the price of agricultural products may rise.

The question of the rise of prices of agricultural products is one of
vital importance to the people of Northern India—why, not only to the
people of Northern India, but to the people of entire Indis, because agri-
culture forms the occupation of 85 per cent. of the population of this
country. Therefore, it i8 a question of life and death to the people of
this country that the price level of agricultural producte should rise;
otherwise, it would be impossible for them to live economic life, and the
economic equilibrium of the country will be disturbed. How ean this
be done? 1 can only say, you must manage your currency in a manner
that the price level may rise. In 1927, when the Currency Bill was
passed, the Government gave the zamindars of Bengal and the Punjab
to understand that 1s. 6d. was really very useful for them in the matter
of agricultural products. The situation has now changed. Of course, it
was reully due to world conditions. I do not say that Government gave
wrong promises, but their promises were not fulfilled on account of the
change in economic conditions. When economic conditions have changed
and those promises have not been realised, why should we not apply our
minds afresh and find out 8 ratio which is really good for the people of
this country?

Whatever the causes may be, we all admit that the price level has
fallen enormously and that every step should be taken to raise the price
level. I say and maintain that one method of doing it—I do not say that
it is the only method, but this is the first necessary method—is to lower
the exchange ratio to a level so that the prices may be raised to economic
level, and I apply two tests by means of which we can put down the
exact value of the ratio, whether it should be 1s. 4d. or still lower. We
should put up a level, 8o that our exports may be increased, and we should
fix it in a way 80 that the wholeeale price index in India may move
in sympathy with the index in the United Kingdom. Taking these two
together, I am convinced in my mind that 1s. 4d. is really the very maxi-
mum that we can put it at the present moment, and I should welcome
any suggestion so that the ratio may be made still lower than 1s. 4d.
but I deprecate—I1 say that cleirly—any attempt that we should be
;ld:xlxkodhomsterlingandthatthempeeshonldbelefttoﬁudihown
evel.

Mr. K. P. Thampan (West Coast and Nilgiris: Non-Muhammadan
Rural): Why not? Please develop that point.

Dr. Ziauddin Ahmad: We are in an economic storm in this world. The
ourrency of every country is practically upset, and a large number of
countries have already given up the gold standard, and the currency is
always a managed currency. If every country is allowed to find its own
solution and is advised to steer its own boat, it will be in a very difficult
position. In a-storm it ia always advantageous to have many boats tied
together; so-that we may be able to face the storm better. ‘
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Diwan Baladur A. Ramaswami Mudaliar: Al of them will sink
together.

Dr. Eisuddin Ahmed: Then we see a new world and a better world.
If all the countries, who have gons off the gold standard, unite

sther and mwnage their own owrencies and fix by some
methods, which, I think, the time before me will not permit me to
develop . . . . .

An Honoursbie Member: Tomorrow.

Dr. Ziauddin Ahmad: . . . . . their different currencies together and
manags them in & msanner so that they may be converted from one cur-
rency to the other at a suitable price, it will be very advan us to
the world. If more ocountries unite together, then ultimately the gold
oountries will be compelled to give up their gold standard and adopt sterling
standard. After all, gold has got an artificial value in this world, and I
think, the sooner we say good bys to gold. the bettar it will be for the
world, for every country, and for the monetary policy of every country.

Mr. Muhammad Yamin Kban: What will you do with the 40 crores
of gold?

Dr. Ziauddin Ahmad: Bury it or use in ornaments. Other nations have
ten times the amount of that gold. Gold has only an artificial vaiue, and
if all the countries unite together and fix the value of their currencies in
terms of a common currency, which at the present moment ean only
be sterling and nothing else, then, I am sure, that we will be able to
find a solution of the present troubles as regsrds the monetary policy,
though 1 do not profess that it may be the best solution. The best solu-
tioh probably would be that we go bask to the position which we oecupied
before the War, that is, gold standard in every eountry, the value of
silver in the rupee equivalent to sixteen annas, she value of rupee always
tixed in gold—that is a position which, I am afraid, will not be obtainable
at least in our lifetime and for many years to come. The only way in
which we can do it is to have managed currency and determine common
unit, and the best unit is sterling unit, and I think it is advantageous
not oily to India but 6 every country in she world if they oonnect their
cutrency in some form or other with the sterfing and give np gold standard.
It will be to the good of the trade, it will be to the good of the travellers,
and it will be to the good of the general monetary policy of the world.
80 I say, I do not believe that the rupee should be delinked from sterling.
It should continue to be linked with sterling. It should he linked omn &
level which is economical to this country and the present level is not
certainly econornical. Buppuse, tomorrow the people may not bting out
their gold from their own reserve, ¢hen the entire burden will fall on
the Reserve Bank, and the amount of gold which we are now giving may
probably disappear in v yvear or two snd then yvowr Bank will besome
bankrupt and the burden witl fall on whom—unot on thoss némboo-nichors
but on the tax-payers of this country.

Sir, the next question I should like to towch on is the question «f
the compulsory deposit of a Reserve Bank. The Honoursble the Pinance
Member throughout his speech took very care in calfling i a Cembrs;
Bank. In his speech he very seldom used the words “Reserve Bank™. . ...
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The Honourahle Bir George Schuster: 1 noogmne no' dietingtibn between
the two.

Dr. Ziauddin Ahmad: If the Honoursble Member mukes no distine-
tion, then the only distinction that I make between the Reserve Bank and
the Centrsl Bank is that, in the case of the Reserve Baak, it is really
compulsory for a Reserve Bank ¢ receive compulsory deposite from the
member banks, and, if the Honourable Member can forgo this particular
compulsion, then there will not be a great dissgreement between himself
and myself. I believe that the question of a compulsory deposit from the
member banks at this stage is a very harsh measure, which, in the present
financial orisis, many of the banke will not be able to afford. I wn very
strongly in favour of the fact that the Central Bank should have a very
strong supervision over all the banks in this country. They should have
s very strong audit department snd they should see that the accounts
of all the banks in this country are very regularly audited. We had an
example before us of the Alliance Bank in which one man, in spite of
the fact that the bank had an elected Directorate, brought the bank to
grief. The bank had all the provisions that we are now providing in
this Bill. In spite of that, the bank failed. We have now got the
example of the People’s Bank. It really came to grief in 1912. The
owner purchased all the shares at u nominal price and afterwards got all
the shares in his own pocket, floated the capital again and again, mis-
mansged the bank which has agun come to grief. By some legal quibble,
they ure still advertising for further deposits in spite of the fact that
the bank has come to grief. Now, 1 would very much like shat the
Central Bank ought to be in 8 position to have a regular audit of all such
bhanks in this country and assist them financially. If this is done, theun
the peopte will have greater confidence in the indigenous banks of this
country and they will all flourish. I would very much like the Central
Bunk to come forward to give a little aid to these banks when they come
to grief, of course under certain conditions, because we cannot squander
the money. 1 would very much like a very strong and strict supervision
of the Central Bank and all the banks of India, whether they are
scheduled banks or unscheduled banks, but so long as they are chartered
banks and so long as they have been registered under the Companies Act.
then it ought to be the duty of the Central Bank to see that they closely
audit their accounts. But. at the same time, 1 do not believe that these
persons should be compelled to deposit a sum of wmoney. Now, I do not
know the figures exsctly, but soriebody has calculated the amount for
me and I am told that the compulsory deposits at the very outset will
amount to something like 10 crores. I have not calculated it myself.
(An Honourable Member: **5 crores’’.) Whatever it is, it is an additional
umount which the nimboo-nichors are getting. In these days, it is
not desirable that we should press for compulsory deposits, and 1 should
very much like that this provision should not find a place in the Statute.
By means of convention the thing may be introduced at a later stage,
when the Bank is fully established, when the people have fully realised
its advantages. Then the time may come to have a compulsory deposit, but
at the same time, if you ask any bank to have a compulsory deposit,
there ought to be a provision there that they should be able to with-
draw this money at the time of need. Perhaps I did not read this Bill
very carefully, but I did not find anywhere any provision in which it is
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laid down that these banks which are going to have vompulsory deposits.
can withdraw the money at the time of their necessity. I consider “that
this provision of compulsory deposit and the liberty to withdraw the
amount at the timo of necessity shoutd not be provided in'the Statute,
but should be left over to future convention between the Central Bank
and the member bunks. This was really my second point. The third
point is one in. which we in upper India and all those persous who arc
interested in agriculture are very much interested, and that is the poiut
raised by my friend, Mr. Raju. I maintain at the very outset that any
Central Bank which omits the provision of having a separate department
to give credite to rural banks and to co-operative banks is really not worth
the trouble. 1t is really of no use to 85 per cent. of the population. It
should be able to provide credit to the rural population by adl:;ncmg money
on immoveable property and also giving short loans and long term loans.
If that is not provided, then, I suy, that as far as 85 per cent. of the
population is concerned, this ‘Central Bank is of no use to us. It does
not do any good. Yhe rate of interest for the Imperial Bank has becn
reduced to 3} per cent. and one would expect that the bank rate of interest
in every village and town would be reduced to five or six or seven per
cent., but we actually find that the reduction of the bank rate cf interest
has absolutely no influence on the rate of interest prevailing in villages
and towns. Their rates are determined by laws of their own, which are
still outside the influence of banks. Our Central Bank should influence
these laws.

Mr. President (The Honourable Sir Shanmukham Chetty): The Hon-
oursble Member can resume his speech tomorrow morning.

The Assembly then adjourned till Eleven of the Clock on Wednesday,
the 29th November, 1933.
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