30th November, 1933

End
7
"

THE
LEGISLATIVE ASSEMBLY DEBATES

(OFFICIAL REPORT)

Vol. VIIL, 1933
(20th November to 9th December, 1933)

SIXTH SESSION

OF THE

FOURTH LEGISLATIVE ASSEMBLY
1933 .




Legislative Assembly.

President :
Taz HoNouraBLE Sik SEaNnuMuxkHaM CHETTY, K.C.LE,
Deputy President :
Mz. AspuL MATIN CHAUDEURY, M.L.A.
Panel of Chairmen :
Mgz. H. P. Mooy, M.L.A.
Me. K. C. Nzogy, M.L.A.
Siz Lesuiz Hupson, K1., M.L.A.
8 ABDULLA-AL-MANUN SurRAWARDY, KT, ML A,
Secretary :
MiaN MurauMAD Rari, Bar -AT-Law.
Assistant of the Secrelary :
Rai Barapur D. Durr.

Marshal :
Carraivy HaJ1 Sarpar Nur ArMaD Kman, MC, 1.OM,, LA,
Commatice on Public Petstions :
Mz ABDUL MATIN CHAUDHURY, M.L.A., Chatrman.
8z Lxsrtx Hupson, Kr., M.L.A.
Mz. B. Srraramarasv, M.LA.
Mz. Gaya Prasap Sinon, M.L.A.
Kunwar Hasex Ismazr ALr Kaan, O.B.E., M.L A,
M3LAD



CONTENTS.

Vorume VIII—20th November to 9th December, 1933.

Paoxs.

MoxDaY, 20TE NovaMsxn, 1953—
Point of Order re Validity of the

meeting of the Leguhhve Assemb-
lyin New Delhi . .. 192931
Members S8worn 1931-33

The Reserve Bank of India Bill—
Presentation of the Report of the

Joint Committee 1933
The Imperial Bank of India (Amend-

ment) Bill—Presentation of the

Report of the Joint Committee 1933

Death of Mr. Vithalbhai Patel 1833-44

TumsDAY, 218t Novuses, 1833

Questions and Answers. 1945-92
Unstarred Questions and Answers 1992.
2012

Motions for Adjournment re—

Secretary of State for India's evi-
dence before the Joint Parlia-
mentary Committee re India’s
right ot retaliation in her rela-
tionghip with the Dominions of
the British Empire —Reques
for leave to be renewed

ing of
Lok kot ot for

2013-14

leave to be renewed 2014-16

H E. the Governor General’s assent
Bills' .o .e 2017
Statement of Business .. 2017

The Indian Tmﬂ Seoo .
ment) S nd Amend

The Indian N i
Introduced "‘..V.,(Duo.ip!i.no) Bill—

2017-18

-« 2018

Resolution r¢ Ratification of the
Bilver Agreement—Adopted 2019-40

Paoss,

THURSDAY, 232D NOVEMBER, 1933— ‘
Questions and Answers 204174
Statements laid on the table 2074-T8

The Indian Dock Labourers Bill-—
Referred to Select Committee 2078-82

Non-Ratification
and non-acceptavce of draft Con-
ventions an Recommendation
concerning invalidity, old-age and
widows' and orphane’ insurance—
Adopted ..

Resolution re

2103

Resolution re Non-Ratification and
noa-acoeptance of draft Conven-
tion Recommendation con-
ocerning fee-charging employment
agencies—Adopted .. 210410

FripaY, THE 24TH NOVEMBER, 1933—
Statements laid oo the table
The Indian Tariff (Second Amend-

ment) Blll—Rdcrmd to Select
Committee

2111-16

211737
Morpay, 27tH NoveMBae, 1933—
Questions and Answers 2139.78
Unstarred Questions and Answers. 2178-90

Statements laid on the table .. 2190-94

The Reserve Bank of India Bili—
Discussion on the motions to oon.
sider and to recommit to Joint

Committes not concluded o 2104.
2231
TuxspaY, 28T NovaMesar, 1933—
Questions and Angwers .. 2233.62
The Reserve Bank of India Bill—
Disoussion on the motions to con-
sider and to recommit $0 Joint
COommittee not concluded .. 2363-2800




Paazs.
WxDNESDAY, 29TH NOVEMBER, 1933—

i d Answer: 2301-
Questions an sWers i
The Indian “Khaddar” (Name

Protection) Bill—Presentation of
the Repoart of the Select Committee 2317
The Reserve Bank of India Bill—
Discussion on the motions to con-
sider and to recommit to Joint
Committee not concluded 2317.67
THEURSDAY, 30THE NOVEMBER, 1933—
The Reserve Bank of India Bill-—
Motion to  consider—Adopted 2368-
2422
FRIDAY, 1ST DECEMBER, 1933—
Questions and Answers 2423.63
The Indian Tariff (Second Amend.
ment) Bill—Presentatien of the
Report of the Belect Committee 2464
The Reserve Bank of India Bill—
Discugsion on the conndcratnon of
clauses not concluded 2464-
2503

SaTURDAY, 2ND DECEMEER, 1933—

The Reserve Bank of India Bill—
Discussion on the consideration of
ncluded .. 2

clauges not col 2505-66
Btatement of Business. 25655
Tcrspay, 5TE DECEMBER, 1933~
Questions and Answers 2557-69
Unstarred Questions and Answers 2569-81
Short Notice Question and Answer 2582.89
Statements laid on the table . 2590.94

Amendment of Standing Orders—
Presentation of the Beport of t.he

Belect Committee 2594

Paoms.
Tumspay, 5TH DroRMBER, 1933—contd.

The Reserve Bank of Indis Bill—
Discussion on the oconsideration

of clauses not oconcluded 2594.
2638
WEDNESDAY, 6TE DECEMBER, 1833
The Reserve Bank of India Bill—
Discussion on the oconsideration
of clauses not conclwded .. 2000-08
THURSDAY, 77w Deosuann, 1 963—
Questions and Answers 3897.
2722
Motion for Adjourmnent re Seeretary
of State for India’a evidence before
the Joint Parliamentary Com.
mittee re India’s right of retalia.
tion in her relationship with the
Dominjons and Colonies of the
British Empire—Talked out 2722,
276882
The Reserve Bank of India Bill—
Discussion on the oconsideration
of clauses not oconcluded .. 2723 58
Fripay, 8T8 DacEMBEs, 1933 —
Statements laid on the table .. 2783-90
The Reeerve Bank of India Bill—
Discussion on the consideration
of clauses not concluded .. 2mMm.
2844
SarTrRDAY, OTH Dnrnun. 1933 —
Member S8worn .. 2845
The Reserve Bank of India Bill—
Discussion on the consideration of
clauses not coneluded. .. 2848-
2903,
2004
Statement of Pusiness oo 200304




LEGISLATIVE ASSEMBLY.’
Thursday, 30th November, 1933.

The Assembly met in the Assemably Chamber of the Council House
at Bleven of the Cloek, Mr, Presideny (The Honourable Sir Shunmukham
Chetty) in the Chair.

THE RESERVE BANK OF INDIA BILL.

Mr. President (The Honourable Sir Shanmukham Chetty): The House
will now resume consideration of the Reserve Bank of India Bill.

Mt. K. 0. Neogy (Dacca Division: Non-Muhammadan Rural): 8ir, I
think T must begin by congratulating the Honourable the Finance Member.
although he is abasnt from his seat just now, firstly on his good fortune in
not having been ¥ Finance Member in 1927, and, secondly, on the acqui-
sition that he had made of a valiant champion in my Honouruble friend,
Diwan Bahadur @famaswami Mudaliar. I do not grudge him the few
pleasantries while he introduced into his speech while making the present
motion at the Mtigation of the Benganli Law Member. We had s previous
Finance Member presenting another Joint Select Committee’s Report ia
1927, and that Finance Member could not afford to indulge in pleasantries. I
remeniber him trembling in nervousness while he rose to make his motion,
and more than once our late lamented President, Mr. V. J. Patel, had to
inquire from him whether he was speaking in support of His motion or
against it, (Lauyghter.) We had a Bengali Law Member also at that time—
(A Vaice: “Always.”") (Laughter)}—I zlaim a sort of vested interest in
that job for my province. But he did not have the courage to s that
well-known Bengsli joke which my Honourable friend, the Leader of the
¥ouse, did to the Finance Member, because, on that occasion, the fruit in
the shape of the Majority Report was the produetion of the Non-Officials
and the stone—and it was a fair-sized stone ut that—was the only contri-
bution of the Government. My Honourable friend has referred to the ease
with which he can dispose of the numerous small stones that form part of
this report. ‘The method of dispoeal of that stone in 1927 was somewhat
heroic: it had to be swallowed by its author. Times have changed and
nowhere is the change felt 80 much as in this House, and my Honourable
friend trivmphantly pointa to the London Committee Report and uses as a
trump card the names of three gentlemen whom he described as three of
the ablest members of the last Joint Select Committee who were parties to
t¢hat Report. Now, when I first of all got a ¥ of that report marked
* eonfidential "*—although T find that a oa'respoc;mng publication was being
®old in London by His Majesty’s Stationery Office for 9d. to any one who
thought it worth that amount—however that is the way of our officials in
Indis to mark these things eonfidentinl—when T got that ** eonfidential **
dosurnent and I tuwrmed 40 the signatures, I found that there was one
sigeature wrissing shere and instead there is this foot-note . . ’
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Mr. F. E. James (Madras: European): It was not confidential: it was
published in the Indian Finance, 1 think. )

Mr. K. O. Neogy: They may ‘have got it from the London Stationery
Office. This is the foot-note:

*“Mr. Ramaswami Mudaliar has signed on behalf of Mr. Iyengar in regard to all
matters on which agreement was reached before Mr. Iyengar left for India.”

I am surprised that so wide-awake a person as my Honourable friend,
Diwan Bahaur Ramaswami Mudaliar, 8o alert a person, forgot to apmd
Mr. Iyengar's tour programme as part of this report along with the daily
progress Report of the Committee’s discussions. So I was left in doubt as
to which points my friend, Mr. Rangaswami Iyengar, had actually agreed.
But we were not kept in doubt for very long, because a very large portion
of my Honourable friend, the Finance Member's speech at Simla consisted
of an extract fromn the editorial columns of the Hindu, and T understund my
Honourable friend is a very diligent reader nowadays of the editorials of
that newspaper. I do not know whether you are going to pull me up, Sir,
for disclosing what I understand happened in the Select Committee. Al-
though I was not a member of the Committee, I understand that the
editorials of the Hindu loomed very largely there too as a great reirforce-
ment of the Government position. There are two other gentlemen, two
beltedknightaﬁomBomb;y,whodnomgarﬁeebthismpoﬂ,omd
whom I find has, since leaving the shores of England, grown wiser and has
published a document which he styles ** Notes on Minutes of Dissent on the
Report of the Committee on the Indian Reserve Bank Iegig'ation’’. When
1 saw that, I was naturally looking for the ‘‘ minutes of diggent *' on which
these were supposed to be notes; but I could not discover any. However
it shows that the spell of London atmosphere began to wane on him soon
after he left the shores of England, and he is his old self again . . . .

Mr. F. K. James: It always does when you get away from London.

Mr. K. O. Neogy: I am waiting very anxiously for a similar recantation
from the other gentleman who is an Honourable Member of the other
House. My grievance against these gentlemen is not that they hold any
particular set of views at any particular moment, but that they have, so
far as I kn?w, individually and collectively not cared to explain to the
Indian public ss to the change in circumstances between 1927 and 1088
which has brought about this change in their own outlook. I, as a Member
of the Legislative Assembly, who, following the lead of some of these
gentlemen in 1927, along with you, Sir, took a particular step when the
Reserve Bank Bill was under consideration, amr I certainly have every
Teason o be aggrieved at the manner in which these gentlemen have
changed their views without letting us know the grounds on which they
have done so. _Now, Bir, supposing these gentlemen had compromised on
‘his particular issue of State versus Shareholders’ Bank in 1927, T am quite
sure, we could have got & much better Bank than we are likely to get if
the Government proposals now get through, and that Bank would have
been in operation todsy, quite a sucoessful institution perhaps,—and who
knows,—the economic history of the past few years might have peen written
in a different wav if that Bank had been set up on that occasion. If these
gentlemen are really of the opinion that the present secheme is better than
the one which they induced us to advocste on that ococasion, why don't they
state the reasons that have led them to form this opinion.
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Bir, when my friend, the Diwan Bahadur, wes speaking yesterday,
1 seemed to be taken back to my old class-room while I was'a student,
:and this moming I find that a similar impression was created on the
Pr2ss Gallery too, and a leading newspaper of Delhi has characterised his
speech as a post-graduste discourse. I entirely agree that mv Honour-
able frizzrd has made very laborious researches into all the literaturs that
exists on the subject, but unfortunately he proceeded more on academic
fines, more on suppositions and theories than on the hard facts of the
situstion in India. That is my grievance against my friend, if I mav say
so. Now, Sir, 1 am fortified by the authoritative opinions of distinguished
lawvers like my friends, Mr, Aggarwal, Mr. Sen and Mr. Puri, that it is
possible to spoil one’s case by trying to prove tno much. That was also
orie of the impressions left on my mind after hearing my friend the Diwan
Bahadur’s speech yvesterday. As far dg I could make out, he said that
the only material difference between a State Bank and s Shareholders’
Bank coneists in the source from which the capital comes; beyond con-
tributing the capital, the 8tate is not expected to exercise any more
-control or have any more voice in the goveinance of a Central Bank
than would be the case if it were a Shareholders’ Bank. I1r thut were the
only difference between a State Bank and a Shareholders’ Bank, I 1eally
cann.t mnke out as to why is it that this quustion is beiny agitated not
merely in India, but all over the world. My friend, and I have great
respect for his deep erudition, said that the present tenden.y all over the
world wag to go in for a Shareholders’ Bank in preference to a State
I3ank. My friend has great opportunities of studying these guestions ot
first hand. I have to depend upon what literature there may be on the
‘subject. Now, this is what I find in one of the latest books on which
T could lay my hands, a book written by nine economistg from Oxford
in co'laborstion and published in 1988. This is what the authorg say
about the trend of things so far as this question goes all over the
world . . ...

Mr. ¥. X. James: Who is that particular author?

Mr. K. 0. Neogy: Mr. G. D. H. Cole. -

I apologise to the House for having to mske a somewhat longish
~extract, but as T have not got the hardihood of depending upon my
authority for any statement on this matter, I should like to draw support
from some of the authoritative sources that are available to me . . . . .

The Honmourable Sir George Schuster (Finance Member): What is the
name of the Book?

Mr. K. O. Neogy: ‘‘What everybody wants to know sbout momey'’,—
ijucluding Finance Members, I suppose. (Laughter.)

~ “In the more advanced industrial countries’,—(begin the authors),—'‘snd especially
in Great Rritain" —(mark)—'‘thefe is in Tecent years am acute controversy over the
question whether banking and financial institutions ought to be left in private hands
or to be transferred to some form of public ownership and coatrol. g is, it is
‘urged, above all in the modern world the key industry which affects every other, for
po industry can be carried on without adeqoate supplies of credit, and these the
banks alone are, under modem conditions, able to provide. .Aeeu:dingly the banks
have 10 a grest extest in their hands the shaping of the national indastrial system;
for they are in a position not only ta make credit in general cheap or dear, and
scarce or abundant, but also to direct credit to one industry or firm rather than

29
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another, and #0 to cauwe to preveat industrial expansion in that or that feld. A
national planning authority, if it were wuable to“e’:lrciu ocomtral ower and through-
the bank'ng system, would, it is urged, be wholly unable to make its will effective-
or to impose amy coheremt direction upon the general oourse of ecomomic policy.”
Further on they say—'‘The demand for some form of socialisation of bankin ci\.:“
mot, however, even in Great Britain, been oonfined emtirely to socialists. For &
number of non-socialists, including seme who are bitter oppoments of Sooialism, have
urged strongly the socialisation of the Central Bank. These non-socialist advocates
ot comtiet oT Joont sdock dupeakbeaking ' they” sre Eaveatabie (3 Bablle owmerhin
or as are e to i

and contrel of the Central Bank.” e they pablic omership

Now, Sir, they go on to discuss the Central Banking systems obtsining
in other parts of the world including the Federal Reserve System which
is entirelv a State comtrolled institution in the United States, to which
T don’t think my friend made any great reference in his speech yester-

day . . . ..

Mr, ¥. X. James: May I interrupt my Honourable friend for one
reoment? Does not the writer in that ssme chapter make a clear dis-
tinction between a State Bank which is directly controlled by the State
and a Baok which is established by a public authority und«r State control?-
T think that even he makes that distinction there.

Mr. X. O, Neagy: Of course, the distinction ig there . . .

Mr. O. 8. Ranga Iyer (Rohilkund and Kumaon Divisions: Non-Muham-
madan Rural): And does he not further paint out that a State Bank by
itself cannot be a success unless the other banks ard also socialised . . .

Mr. K. O. Neogy: No, he does mot say that definitely.
Mr. O. 8. Ranga Iyer: Yes, he certainly says so.

Mr. K. O. Neogy: But what I want to point out is, that what my
friend, the Diwan Bahadur, was saying regarding the tendency every-
where being in favour of a shareholders’ bank is not a fact. I do not
care what opinion this particular suthor holds, but when he points oub.
that even non-socialists are sagitating on this particular question as to
whether the oentral banking institution should be a State or a Share-
hoiders’ Bank, I am entitled to point out that what my friend said
yesterday was not quite accurate, at least it is not supported by all the
authors ‘on the subject. And when he said  that the only differenco
between a State Bank and s Shareholders’ Bank consisted in who supplied
the share capital, I do not think my friend was quite ocorrect in his
statement, becsuse, if the difference was only that, why should thero

be any such controversy over such a minor matter?

Now. Sir, ccming back to my point, I said that my friend had actual
spoiled his case by trying to prgve too much, because in the end he uiy.
if vou make 8 comparison of the constitution, as envisaged in this Bill,
with the copstitution of » State Bank as in Australia, and if you compare
particularly the control which the State possesses, Whatever little contro!
it poseesees. aver the Centrsl Bank in Australis with the comtrol, which-
is provided for in this particular Bil, then you will see that we ha.ve got
all the control which the Government in Australia exercise over their own:
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Biate Bank. He, again, twns round and ssys, examine ‘it as a Share-
Lolders’ Bank, see what centrol the shareholders have got; it is a truly
«dewnocratic control, there is no official eontrol at aBl, and that makes it
-an ideal institution. Now, 8ir, we are left in doubt as to whether under
thig Bill we are going to have a State Bank or a Shareholders’ Bank after
listening to my friend, Diwan Bahadur Mudaliar. If it is reslly the
position that alf the control which the State suthority has over a State
Bank is being provided in this Bill over this Shareholders’ Bank, then
why call in the shareholders at all for the mere privilege of doling out
their dividends? Why not furnish the capital yourself and say that the
14 crores of deficit which the exchequer will suffer by reason of the
-setting up of the Reserve Bank, as was pointed out im a memoramdum
pluced before the Joint Parliamentary Committee by Sir Maleoim Hailey
and supported by the SBecretary of State himself . . . . .

8ir Oowasji Jehangir (Bombay City: Non-Mubammadan Urban): Is
that correct?

'Mr. K. 0. Noogy: The loss of receipt from coinage and all that; of
-course, it will be a temporary loss, but it will be a loss in the beginning.

Sir Oowasfl Jehangir: 1f the Honourable Member had seen the amend-
ment made in the Bill, he would have realined that that loss. will:- not
now be suffered. T think the Finance Member will agree with me in what
I say. There 13 an amendment in the Bill 4o that effect.

Mr, K. O. Neogy: The Finance Member said that the State was going
‘ts furnish the reserves bv adding to the national debé. . I think that is
the point to which my Honourable friend refers. Even then he i3 going
40 find interest.

The Honourabls Sir George Schuster: My Honourable friend, the Leader
-of the Independent Party, is perfectly correct in saying that the alteration
which we have now made in the Bill does get over the whole of the dificulty
pointed out by Sir Malcolm Hailey in that memorandum to which ray
Honourable friend has just referred.

~ Mr. K. 0. Neogy: May I take it then that, so far as the exchequer goes,
the creation of the Reserve Bank will not in the least affect its position ?

The Monourable Sir George Schuster: Not appreciably. The point is
this. First of all, the Bank will be liable for paying dividend on the shares
which cannot be more than six per cent,—30 lakhe. It is a question as to
how much of that six per cent. will be provided by the banking profits of
the Bank, but we imagine that. by the time the dividend reaches 30 lakhs,
the banking profits of the Bank owrht te be great and, therefore, no burden
will fall on the profit which would atherwise go to Government. The only
other avenue through which any effect on Government's revenues might
come would be if in a subsequent year something had to be set aside from
the profits to make up the five crores reserve gback agnin to its original
figures. 1If the reserve had to be drawn upon and made up again, then
there would be a reaction on Government's revenue from the currency pro-
fits. Therefore, I could not g so far as to say that it will have no effect,
but I am correct in saying that it vill have no appreciable effect: :
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8ir Oowasji Jehangir: Did I understand my Honourable friend to say
that if that five crores was decreased due to a depreciation in securities—
that is what he is alluding to—the Government would again have to make-
ii:d\fxp ;;o five crores and, therefore, the Government’s revenues would not
suffer

The Honourable 8ir George Schuster: No. The point is that the reserve
will have to be made up again to five crores out of the profite of the Bank,
and, therefore, as the main profits of the Bank will be currency profits,.
that would amount to a deduction from receipts which would otherwise,
under the present system, accrue to the Government’s budget.

Sir Oowasji Jehangir: That would only be in case of a great depreciation
in the securities.

The Honourable Sir George Schuster: Yes.
(At this stage Mr. Vidya Sagar Pandya rose in his seat.)

Mr. President (The Honourable Sir Shanmukbam Chetty): The fulF
implication of the proposal of the Committee for the creation of treasury
bills in order to build up the reserves can only be discussed when the clause-
i8 reached, and not acroes the table like this. )

Mr. Vidya 8agar Pandya (Madras: Indian Commerce): Simply for in-
formation, Sir. Is not this present of five crores to the Bank meant to give
one per cent. extra to the Bank’s shareholders? And that will make not
six per cent. but reslly seven per cent.

8ir Cowasji Jehangir: No, not a bit of it.

Mr. K. O. Neogy: I have no desire to pursue that particular point having
regard to your ruling. I would, therefore, come to the point as to whether,
in the scheme before us, we are providing for any real control by the
shareholders as was contended bv my Honourable friend, the Diwan
Bahadur. Let us begin from the very beginning. Who are to be entitled’
to hold shares in this particular concern?

I draw the attention of the House to clause 4 of the Bill. We have:
provided that a shareholder shall be one who may be domiciled in India
a8 an Indian subject of His Majesty or as a subject of s State in India; or
8 British subject ordinarily resident in India and domiciled in the Unitad
Kingdom, and 80 on. When you come to sub-clause (c), we find that among
institutions, apart from persons eligible for becoming shareholders of this
Bank, are included companies registered under the Indian Companies Act,
1913, without any qualification whateoever. That is to say, although we-
insist upon residence, at least temporary residence, in the case of British
subjects to be an essential condition of shareholdership of this Bank, so-
far as companies registered under the Indian Companies Act are concerned,
they need not fulfil that condition; in other words, the mere fact of
registration in India gives all the shareholders of & company the benefits of
domicile which is prescribed as an essential qualification for individuals.
The result of this will be that foreigners, non-British foreigners I mean,
and British subjects non-resident in India have only to register themseives.
into a company under the Indian Companies Act and they would be entitled
to hold shares in the Bank. I am ngin surprised that tiu particular point.
escaped my lynx-eyed friend, the Diwan Bahadur.
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8ir Cowasji Jehangir: It did not escape the attention of the S8elcet Com-
;llxlittee. If the Honourable Member will read the Report, he will find an
usion to it.

Mr. K. 0. Neogy: But I did not find much light apart from a statement
saying that, if any such thing were to happen in the future, we would see
about it. That is all. In the Joint Parliamentary Committee, I find that
people there with their usual meticulous care examined this point, and
even the Secretary of State came to the conclusion that such a contingency
should be guarded against. This question arose in connection with the
Secretary of State’s note on commercial discrimination. In that note there
was a clause to this effect:

“In the case of a company which is or may hereafter be incorporated in Indis,
British subjects domiciled in the United Kingdom will; subject o s0 and =0, be
deemed ipso facte to comply with any conditions imposed law on the compsny
in respect to the dom'cile, residence, duration of residence, , race, religwom,
descent or place of birth of its directors, shareholders, agents, or servants.’’

This point was referred to by Mr. Jayakar when he put the following
question to the Secretary of State. He said:

‘“‘Under the operation of clause 4, (clause 4 being the clause which I Rave just
read out) as you have worded it, resident in the United Kingdom who have never
resided in India would be entitled to that provision?"

The Secretary of State’s reply was as follows.

“If that is s0, I thnk it wonld be a case for rather more rigid drafting and
ensuring the Reserve Bank conditions.”

(Rigid drafting which the Joint Pa.riiunentt.ry Committee did not do!)

‘‘Moreover, Mr. Jayakar will remember that as the Reserve Bank Bill will be
passed before the Constitution comes into operation, any conditions laid down in the
Reserve Bank Bill will be safeguarded.”

The Joint Select Committee on this Bill have failed to lay down the
partioular condition which the Becretary of State himself is prepared to
support and safeguard in the Constitution Act.

Now, 8ir, Mr. Zafarulla Khan followed up the point in the following
question:

“‘Becretary of Btate, with reference to the second consideration that you have put
forward, as regards the Reserve Bank Bill, that the Bill will have become a Statute
bdmlhomend_.xhﬁonmil&o force, supposing after the coming into force
of the new Constitut'on, a block of shares in the Reserve Bank were sought to be
m‘u;n:. y lo":!body w:o un;l:; :l'ir deﬁnitionl i:; clause 4 of memorandum
regarded as a domici ndian or an Indian resident in Indis, wounld
be able to acquire that block of shares?!" be

The answer of the Becretary of State was as follows:

“The safeguard, Mr. Zafarulla Khan, would be that in that case the Board
refuse to register the transfer of the shares under the Act.” ' could

Now, Str, the'only provision that gave the nower of refusal to register
any transactions of this character was contained in a olause which has
been deleted by the Joint Belest Committee. Rather than provide «
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definite safeguard which the Secretary of State was prepared to support,
they have taken away the discretionary power which the original Bill
had incorporated to refuse to register such transactions. Now, 8ir, my
friends mav say that this is an imaginary fear of mine, us there are not
many companies of this character nor is there any likelihood of there
being many companies in future of which the shareholders will be
foreigners. I have in my hand a book, which ought to be familiar to the
members of the Joint Select Committee, written by Mr. Sheokissen
Bhatter, e verv prominent businessman in Calcutta, and Dr. Nemenyi
who, I understand, is a Hungarian, engaged in business in Calcutta.
Now, this is what these two practical businessmen have to say with regard
to this particular point as to whether our fears in this regard are altogether
imaginary or not. I may tell the House in passing that these gentlemem
are in favour of a Sharebolders’ Bank and, therefore, they were not
criticising the Bill in a hostie attitude at all. They say as regards para-
graph (¢) of sub-clause (3):

“As regards para. (c) of sub-clause (), it has to be pointed out, that on the
strength of this para. a large number of shares could pass unnoticed into the hands
of such fore'gners, foreign banks, corporations or companies as are neither domiciled
in India, nor are British subjects ordinarily resident in India and are also not banks,
corporaticns or companies as described in para. (c). The possibility referred to is
based on the fact that all or a msajority of the shares of such compan‘es, corporations
or banks described in para. (c) can be entirely held by foreigners, who are neither
domiciled in India nor are Brit'sh subjects ordinarily resident in India. There are
today a good number of such companies actually working in India whose shares are
entirely in the hands of foreigners.”

The Honourable Sir George Schuster: Has my Honourable friend got
any amendment down to give effect to his views?

Mr. K. 0. Neogy: Is the Honourable Member prepared to accept an
amendment, if any were given ? o

The Honourable Sir George Schuster: I should want to hear what the
Honourable Member has got to say about it before I commit myself, bus
I do suggest to my Honourable friend that these are matters on which
it is possible ta hold different views. They were fully considered in the
Committee, but if my Honourable friend is displessed with the recom-
mendations of the Committee, his proper course is to put down an amend-
ment and let it be discussed in connection with the clause.

Mr. K. O. Neogy: If the Honourable Member wanta to seriously con-
sider an amendment, I or some of my friends would be ready to give
notice of .an amendment.

Sir Cowasjl Jehangir: May I inform the Honourable Member that the
Finance Member is not the only Member of this House? There are
Members on this side who will consider the amendments.

M:. K. O. Neogy: The Finanoe Member has got & majority of votes in
his pocket. _M oty

Sir Oowasfl Jehanglr: I doubt it. 1f the Honourable Member will put
downmamendmeniwlﬂchwﬂ]meethkpoh:tctv!ew,lthlnkit:iﬂ
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receive the unanimous support of this House, notwithatsnding the Hounour-
sable Members on that voling against it ? - :

». K. 0. m: Unanimous support of the House ?
Stz Oowasil Jebangir: Of this side of the House.

 Mr. K. O. Neogy: Hss my Honourable friend considered what the
number of absentees is to-day ?

Sir Oowasjl Jehangir: That is our united fault. 1f there are absentees,
we bhave got to shure that blame betweem us.

Mr. K. 0. Neogy: 1 will have the support of a umited mimority!
‘Sir, these are the institutions that will have the right to spply for
and when they make their applications, they are likely to get the
though not perhaps to the extent that they want. -Therefore you cannot
altogether exclude any foreigner, who may be a member of a wmpo:iy
which may be registered in British India. BSo far as I am concerned.
and many of my friends are concerned, we are in favour of restricting
the right of membership oif the bank at least to a very overwhelming
-extent to the natural born Indians who are either subjeets of His Majesty
or the Indian States, and when we come to amendments, we will have
ample opportunity of discussing that point. Now, Sir, we have the appli-
cants now. The applicants, let us take it, have made their applications;
and then we come to the procedure which will be adopted for distributing
the shares. The procedure is contsined in sub-clauses () and (7). Now.
sub-clause (6) proceeds on the assumption that the shares will be over-
subscribed in point of numbers.  Supposing there is over-subscripticn.
what is the procedure laid down? Recourse is to be had to a kind of
lottery. Now, my Honourable friend, the Finance Member. ar also my
friend, the Diwan Bahadur, are ready and willing to depend upon a spin
of the coin for the purpose of determining the constitution of the share-
holders’ register. What is there to assure us that, when this lottery
takes place, the successful Indian subscribers will bear a satisfactory pro-
portion to the non-nationals as we desire to describe them. My Homour-
able friend, the Finance Member, said that from the practical point of
view there is no ground to apprehend that fully 75 per cent. of the shares
will not get into Indian hands. I do not know whether my Honourable
fricnd has been pursuing astrologicsl studies in the intervals of his busi-
ness: otherwise, when, in the eveat of the shares being over-subscribed,
you depend upon lottery, how can you say positively that 75 per cent. of
the shares are bound to go 1o Indians. Now, Sir. supposing the shares
are nt over-subseribed, what happens .

Now,
shares,
shares,

ot .

I the number of such applicants is less than onefifth of the number of shares
asvigned to the register, the Central Bowrd shall allot the remaining shares firstly,
up to the himit nf ome-hait of such remain‘ng shares, to those applicents who have
applied for less than five shares, and thereafter as to the balance % the varicus

xlwml::y:g such mauner as jt may doem fair and equitable, baving regapd to the

and so on. Here we are deliberately trying to sterilisé o ‘proportion of
Yotcs. I de not know what the number of such steviliséd wites would be,
because no one, holding less than five shares,” will be entitled to vote.
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The second preference in such circumstances will go to those persons who
apply for less than five shares, or, in other words, we are definitely con-
templating the sterilisation of a certain proportion of shares.. Now, it you-
sterilise a proportion of shares, the proportion being an X quantity, an-
unknown quantity, how are you going to be sure as to the proportion of
nationals who will have an effective vote as laid down in this particular-
clause. Who knows that a very large proportion of Indians would not
oome under this particular provision whose votes would be quite sterilised.

My Honourable friend, the Diwan Bahadur, said that you would get a
“nuch more democratic constitution under this Bill than you could possibly
get under a State Bank. Now, 1 will leave it to iny Honourable friend
to tell us as to how he is going to secure that democratic basis for this
Bank, how he is going to assure this House as to the proportion of
nationale to non-nationals. I do not know whether my Honourable friend
lays any stress on that point, because I do not remember if he referred’
to that yesterday. But we, who do attach very great importsnce to the-
control over this Bank, whether it is a State or a Sharecholders’ Bank,
to be confined predominantly to Indians, cannot overlook the unoertainties:
of the situation as is contemplated in these two sub-clauses 6 and 7.
Now, let us come to the question of the control and management of
the Bank. I draw the attention of the House to clause 7 of the Bill.
The marginal head-line is Management. It runs as follows: v

*The general superintendence and direction of the affairs and business of the Bank
shall be eatrusted o a Central Board of Directors which may exercise all powers.
and do all acts and things which may be exercised or done by the Bank and are
not by th's Act expressly directed or required to be dome by the Bank in general’
llnﬁng."

Now, T am #old that the word ‘‘direction™ has not been defined in any
legal lexicon. ‘‘Superintendence’” is a term which is in use in certain
Statutes; I think it is in use in the Indian Companies Act, but the word
*‘direction” introduced by the Joint Select Committee does not seem to
improve the position, because we do not know what the connotation of
this term is according to the legal interpretation. Now, if it is to be
justified on the footing of a genuine Skareholders’ Bank, T for mv part
would have expected to find some words in this clause which would give
the shareholders the right to control the Directors in regard to the business
of the Bank. If we refer to table A of the First Schedule to the Indian
Companies Act, we find in section 71 of that table a corresponding provi-
sion which provides for the budiness and eontml heing vested in Directors,
but that control is subject to a very important limitation and that is this:

*The business of the company shall be managed by the Directors. . . . . subject
to such regulstions . . . . . (1 leare out irrelevant words) as may be prescribed by
the company in general meeting.”’ /

That is to say, in the ultimate resort, it is the body of shareholders
who are responsible for the management of the company, snd the
Directors can carry out the day to day administration of the company
subject to that supreme control of the shareholders. Mv Horourable-
friend said yesterday thut here we have a scheme in which the share-
holders will have genuine contml and that is the merit which he has
elaimed for a Shareholders’ Bank. Now, may I invite my Honourable
friend to assist me to understand «s to where it is that this provision for-
the control of the shareholders is to be found in this Bill. I bave tried
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to read the Bill as carefully as I could. and the only reference to the
point I find is in clause 57 which gives the power to make regulations
consistent with this Act to the Central Board with the previous sanction
of the Governor General Sub-clause (d) refers to regulations concern-
ing ‘‘the manner in which general meetings shall be convened, the
procedure to be followed thereat and the manner in. which votes may
be exercised’’.  Sub-clause (¢) refers to regulations concerning ‘‘the-
manner in which notices may be served on behalf of the Bank upon share-
holders or other persons”’. Sub-clause (f) deals with regulaticns con-
cerning ‘‘the manner in which the business of the Central Board shall be
transacted, and the procedure to be followed at meetings thereof’’. Sub-
clause (h) deals with regulations concerning the ‘‘delegation of
powers and functions of the Central Board to the Governor, or to Deputy
Governors, Directors or officers of the Bank’’. But I do not find any
specific provision as to what powers the shareholders will exercise
except a slight reference to that point in sub-clause (¢).

8ir Cowasji Jehangir: May I point out that the shareholders will have
the same powers as the Hcnoursble Member's constituents have over
him? '

Mr. K. 0. Neogy: Thc Honcurable Member's constituents have very
real power over him.

8ir Cowasji Jehangir: 8o with the shareholders.

. M. K. C. Neogy: Then I should like tc know whether, if it is to be
judged on the footing of a genuine shareholders company, the
vontrol vested in the shareholders is of the same character srd extent
as is vested in any company of which my Honourable friend and I are
aware. My Honourable friend will have to satisfy me on that
point before I can accept anv statement from him. Clause () deals
with regulations concerning ‘‘the maintenance of the share register, the
manner in which and the conditions subject to which shares mav be
held and tranaferred. and. generally, all matters relating to the righta
and duties of sharebolders’’. These words are added more or less as an
afterthought,—'‘and, generallv, sll matters relating to the righte and
duties of shareholders’’. Now, who is going to prescribe these rights
and duties of shareholders? Not the shareholders themselves, but the
Central Board, with the previnus sanction of the Governor General, will
say what rights and duties these shareholders are to have. Remember,
Sir, that in the first few vears the Central Board will be a nominated
bodv of the Government, and that body will, subject to the previous
sanotion of the Governor Gemeral in Council, prescribe the duties and
the rights of the shareholders. My Honourable friend. with his extensive
experiende of companv matters in Bombav, should tell us as to whether
he is aware of any single companv which has been incorporated on this
fonting. namelv, that the Directors shall prescribe in whatsoever manner
they choose the duties and the richts of the shareholders. My Hon-
ourable friend refers to the analogv of the control excreised by the electors
over the elected Members of this Houge. I mav tell him that that can be
made to he ¥ far more real contral than wonld be the case under such
oircumstances where a bodv, which should really be the nominees of the
shareholders, is to be entrusted with the task of saying what powers
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and duties are to be exercised by the shareholders, who are, according
g my Honourable friend’s own contention, to be the proprietors of the

Mr. C. 8. Range Iyer: I am quite unwilling to interrupt, but ‘surely
my Honourable friend knows that orce he is elected, his constituents havé
very little control over him until the rext elec¢tion. s

Mr. K. O. Neogy: I dare say that is my Honourable friend’s experience,
Jbut that is not my experience. : , ~

‘Mr. 0. 8. Ranga Iyer: What I have said is an obvious fact.

Mr. XK. O. Neogy: Now, when we come to the composition of the
‘Central Board, as I have already stated, during the first four years it
will be a predominantly nominated body. The number will no doubt go
on diminishing, but it will start with a wholly nominated body, and ‘what
powers are the shareholders to exercise during those years over the manag
ment when the Directors themselves will not be the nominees of
‘shareholders ? I should like my Honourable friend, the Finance Member,
to say what powers he contemplates to be given to shiareholders under the
contemplated regulation; and may I put a point to my Honourable friend,
the Law Member, in this connection? 1Is it quite regular, apart from
the question as to whether it is right, that such an mmportant matter
should be left to be framed by regulations? If it is a genuine Share-
holders’ Bank, should we not start with defining the rights snd privileges
of the shareholders? Or should this Legislature hand over that right of
prescribing the rights and privileges of the shareholders to a body whollv
nominated by the Governor General in Council in this manner? Is it
right from the constitutional point of view that this should be s0o? Apart
from that, may I also inquire whether it is technicall. correct to give
this right of framing regulations under this omnibus clause when no
such reference to the subject-matter is to be found in the previous sections
as a substantive provision? That is to say, as we have not said in this
particular Bill anywhere that the shareholders shall exercise such rights
and powers as may be prescribed by regulations, is it enough to say that
the regulations may provide for these matters among others? That is &
point d;hich my Honourable friend, the Law Member, would do well to
oonsider. ‘

The Honourable Sir Brojendra Mitter (Law Member): The Honour-
able Member ignores the important words in elause 57 (I). These regula-
tions must be consistent with this Act. And what is it that they should
provide for? They cannot mam at large, but are to provide for all
matters for which provisions is necessary or convenient for the purpose of
givinz effect to the provicions of this Act. Tt is not the case that
indeterminate powers huve been given for framing rules.

Mr. K. C. Neogy: My Honourable friend’s cemarks are very helpful to
me, because T want him to point out where is it that the Bill says that
the shareholders shall exereise any powers? 1 quite agree that if you
had said that, you coyld frame regulations to carry out that particular
object; but the proper place would have been clause 7 where you define
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the powers of management that the Directors will have, and I have
already read out sn analogous provision in - the Indian Companies Act,
where, in & similar prowision, it has been said that the powers of manage-
ment vested in the Directors shall be exercised subject to the control of
the shareholders ut a general meeting. It 18 for my Honuvurab'e fr}epdr
the Law Member, to say as to whene that substantive provisien is, giving
any powers to the shareholders apart from the power of eleeting the
Directors. What are their duties and funetions at general meetings?
Bupposing during the first few years, when the Board is 8 nominated one,
there is a difference of opinion between the shareholders and the Diree-
tors if the shareholders do not accept the balance sheet snd the audited
accounts, what happens? I do not want to labour this point any: further,
but I daresay, that the Honourable the Law Member would consider this.
point carefully.

Now, 8ir, my Honourable friend said that if we had a State Bank,
the Directors would be uncoutrolled from above and .urhsmpered from-
criticism from below. T want my Honourable friend, therefore, to tell me
where is the control from above in a Shareholders’ Bank which is d(.u'o-
vided in this particular Bill? T am not here to defend the stock-holders’
scheme which has been put forward as an alternative by a mimority in
the Select Committee; but when I compare that scheme with the stock-
holders’ scheme which was agreed to by the Government in 1927, 1 find
there is o good deal of difference between the two. Of course, I do not mean
to suggest that Government did persist in that reasonable attitude in 1928,
but the Honourable Member will find that there was a provision for
election of @ certain number of Directors by the Legisiature: and - the
minority in the Select Committee had not the eourage to put in that
provigion, with the result that, as they did not substitute any other form
of representation which might be claimed to be popular, the scheme laid
itself open to criticism of my Honourable friend as it did yesterday.

Now, Sir, there is another point which T had forgotlen. What are
the powers givep to the sharcholders for convening a general meeting?"
Is not that one of the common powers which are given to any Company,
registered under the Indian Companies Act? Now, I find that in the
Bill, as it stood originally, even the Directors were not given the power:
to call a general meeting and we must thank the Select Committee for
having introduced an amendment to give some kind of a power to the
Directors to convene a meeting of the Board. Now, Sir, my Honourable
friend saye that in the first instance the shareholders have a genu&e ccn-
trol over the Directors and the Directors have a genuine control over the
administration of the Bank. Having done with the shareholders’ part of
the control, I now crime to the Diructors’ part of the control. How often

f:g the.;neeﬁngs of the Board to be held? We come to clause 18 where
it is said: ’

"Mit_:ga of the Central Board shall be convened by the Government at least
six times in each year and at least once in each quarter.”

Does my Honourable friend think that this is the nature of comtrol which
can be justly described to be a genuine control exercised by the Directors
over the exetative in regard to their day to day administration? My
Honourable friend himself perhaps said vesterdav that in these ing

matters conventions grow up, vou cannot altogether define the powers of
#ny particular authority connected with that institution only by the-
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letter of particular provisions in the Act. Now, Sir, what kinds of con-

ventions are likely to arise supposing the Directors are kept at an arm'’s
dength like this by the Goyernor and the Deputy Governor? »

Diwan Bahadur A. Ramaswami Mudaliar (Madras City: Nen-Muham-
madan Urban): My Honourable friend will surely remember that there is
a provision for a Committes of the Directors to be associated and for an
-application by the Board to be made to that Committee.

)’%c

. Mr. K. O. Neogy: But the Committee may be associated more or less
in an advisory capacity.

»Diwan Bahadur A. Ramaswami Mudaliar: No, it is the Managing
Committee. :

Mr. K. 0. Neogy: But it is not a compulsory provision.
Diwan Bahadur A. Ramaswami Mudaliar: It is.

Mr. K. O. Neogy: Where is it? It is left to the Regulations to be
framed in future.

8ir Cowasfl Jehankir: You go on.

Mr. K. O. Neogy: Now, Sir, my Honourable friend made another point
which I forgot to mention. He said, while referring to the unsatisfactory
character of the stock-holders scheme in rezard to the representation
-of the popular interests, that the Shareholders’ Bank zives us a more
democratic control. Now, how is it, then, that in the report, to which
he was a signatory in London, he made provision for nomination of as
many as four Directors? Does not that presuppose that the shareholders
cannot be left to cover all the interests by election? These are the words
-of the report:

“In view, however, of the fact that in the particular circumstances of Indis,
‘election may fail to secure the representation of some important elements in the
economic life of the country, such as, agricultural interests, we recommend that a
minority of the Board should be nominated by the Governor General.”

That itself is an admission that election by a body of shareholders
under this particular scheme cannot possibly satisfy the requirements of
-a popular basis for a Reserve Bank, and that is also reflected in some
of the elauses of this Bill where we talk abount nomination on the local
board and the nomination of Directors. Now, Sir, there is a provision
for the removal of the Governor by the Government.

What powers will the sharcholders have with regard to the removal of
12N the Governor or any of the Directors. In the scheme of demo-
9% cratic control which my Honourable friend, the Diwan Bahadur,
advocates, ;s there any room for the shareholders exercising this kind of
control? May I also remind my Honourable friends of the fact that if a
Director wants to resign his office, he does not do it to the shareholders,
but tenders it to the Governor General in Council. What kind of share.
holders’ Bank is this?
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Dr. Zisuddin Ahmad (United Provinces Southern Divisions: Muvham-
anadan Rural): It is not political influence,

Mr. K. 0. Neogy: I will.come to that later. I forgot to mention one
thing that there is some difference in the provision of clause 11(2) and
the comparable provision in the Blackett Bill of 1928. But let that pass.
The Blackett Bill was more favourable to the shareholders’ interests than
this Bill; however, we will come to that when we come to consider the
amendments This sub-clause (2) says:

“Any such Director shall cease to hold office if, without leave from the Governor

“General in Council, he absents himself from three consecutive meetings of the Central
,Bn.'d..' 1 N

What sort of democratit control of shareholders is this? My Honour-
able friend is anxious to avoid what he described ae political control, not
merely exercised by the Legislature, but also by the executive. I will tell
‘my Honoursble friend at once that it i8 not my case that the Legislature
should exercise a meticulous control much less that the executive should
in regard to the day-to-day administration of the Bank. That is certainly
not my desire. But as my Honourable friend himself pointed out, this
Bill itself gives the Government powers of control and supervision; and I
counted the number of places in which the Governor General in Council
finds mention, and subject to confirmation by my Honourable friend, Dr.
Ziauddin Ahmad, I want to inform the House that there are no less thun

75 places in which the expression ‘‘Governor General in Council”’ appears
in the Bill.

Mr. Vidya Sagar Pandya: 88 times.

Mr. K. O. Noogy: 1 stand corrected. 1 suppose my Honourable friend,

the Diwan Bahadur, has no objection to the Goverror General in Council
appearing 88 times in the Bill.

Dr. Ziauddin Ahmad: It is not political influence.

Mr. K. C. Neogy: Of course not. We are legislating not for the present
‘elone, but, as a matter of fact we are legislating more for the future than
for the present, and while we consider this perticular point, we camnot
altogether icnore the position as it is sure to be when the new Constitution
is brought into operation. And as sure as anything, a1l the control, which
is now proprsed to be given to the Governor General in Council, is going
to be vested in the Governor General acting in his  discretion, or, in other
words, at the dictation of Whitehall, or, in other words, again, in the
Interests of the Citv of London. Is it the whole truth to say that the
only idea why the Government want a Shareholders’ Bank is to keep it
free from rolitical influence? Ts it not also a fact that the interests of
* the City of London also demsand restrictions and reservations of various
‘character in rerard to the financial administration of this comntry. I have
no less an authoritv than the Secretarv of State bimself to cite on this
particular point. In his evidence before the Joint Parliamentary Com-
mittee on the fith Octoher. 1938, numerous questions were put to him with
regard to the urovisions for the previous sanction of the Governor General
being requited as a condition precedent to levislation affecting curremcy
and exchange being undertaken by the Indian Legislature. Tn the course
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of his exammation on that particular point, Mr. Jayakar put very elaborate-
questions, and I again apologise to the House for havmg to make long
extracts from this important statement made before the Joint Parliamentary

Canmxttee This i8s how Mr. Jayakar made his statement :

"Thereunan,y I am pressing this point, ‘Mr. Secretary of State, is this, that.
there is a strong feeling in India_ that there is an mtimz connection between the
development of industries and agriculture, and the regulation of the currency, and,
as you have transferred to the popular Minister's hands the Department of mdnd.ry
and agriculture, those two departments are so inseparably interconnected that no-

limmtermmkn-uhpmmmdutrymdagnonlwnunhuhohuthemor
e, it would:

of regulating the currency of the eountry, and, as you have transferred on
be wrong to transfer the other. That is the only reacon I am driving the peint.”’
#0 an.

EE

This is what the Secretary of State said in reply :
~point,.

“T do not object to Mr. Jayakar pressing ﬂ:epomt. It is a very importent
and this-bas not gone by defaalt. Although we realise that the points he has just
n&de are very strong you have to consider the whole position. You have to consider
the whole future of Indian credit. You have to consider (and thia iz an integral”
of the encouragement of indurlry to which Ae Ahae just alluded) a problem which
urgent for India, namely, the problem of geiting new capital. It bas always
appuud to me, the more closely I have cons'dered financial questions in Indis, that
he great need of India in the futare is capital and xtloo\rs to me as if for many
ears to oome the chief msource of capital will continue t» be London. I hope very
nd: that the Indian capital will continue to he forthcoming, but, I beliéve, that for
t sums in the futore it will be to the London market that futore Govern:

grea
ments of India will 20k, and, taking those verv important considerations into accoumt,
we have felt that it was quite essential to put the credit of India above any kind’

of suspicion,’’
—1Tt is not merely a question of political mﬂuenoo hm in Tndm ‘but

l’ndutend:tmust be above any kind of suspicion in the Ciéy of London—
“And m urdu- to achieve that object, we did feel that these -fogmrdt were-
Tecessary.’’
Then follows another question from Mr. Jayakar: . . = . .

“But you will have a double {:otocuon ‘f you will sllow me to pursue the point
SRS ..Ynn bave mow bredght 1 pmul of s Reserve Bamk -which .is -frep- from-

E’“

ThentheSecrehryo!Stategoeeontasav
m‘!hhubhn&lknudt&uhlon)wﬁumulmpkmwm
;-n;aadnguthswpeophdm&tyofhndon, our creditors. in
Edgland,— T
’ mlitw“nryd-rwncthttbum--{egmdmmchu\qdo
Manrygmtmpuhnea. quite -apart from politics,’
what does my Homdurable frienid sav to that? T gay it ig not the whole
truth to sav that, im providing for s Shareholders’ Bunk, von are sctuated
mﬂymthadmebm“ﬁuﬁmmwtmdmﬂuenoe But there

“l'ﬁ mmawmummmthpmmw

—-thmmmtmywwdl. nemofsuugoum-
é dm»MMllﬁMdenuﬁuﬂodlﬁh hhm
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1 must give the Becretary of State the credit ut Jeust for honesty in
making thiag:;dmission. Wh?; is this shareholders scheme intended to do?
The shareholders will not be any more than a smoke-screen for the Governor
General acting at his discretion or at the dictation of Whitehall. That is
the main reason why Indian opinion is so much opposed to this shareholders
iden. They will have no genuine control over the affairs of the Bank and
they are put up there merely as n smoke-screen. so that, when the Gover-
nor General, acting in his diseretion, is substituted by the Governor G‘_eneral
in Council mentioned in the Bill, the Bank may be worked entirely in the
interests and at the dictation of the City of London.

Major Nawab Ahmad Nawaz Khan (Nominated Non-Official): May I
ask a question? If we have a State Bank here, will not that also work
at the dictation of Whitehall and in the interests of the Citv of London?

Mr, K. O. Meogy: I will satisfy my Honourable friend. As I said, we
are thinking of the future when we expeot to have some kind of responsibi-
lity at the Centre. And if it is a State Bank, whatever control is sought
to be left to be exercised by the State under this Bill will be exercised by
the Government of the day which will be responsible to the Legislature;
and as Government are not prepared and as the authorities in England are
not prepared to contemplate such a contingency, they are putting up the
shareholders as a screen for the purpose of shielding the interests of the
City of London which will be looked after, first of all. by the Governor
General here and by the Secretary of State in London.

Now, 8ir, one of the pointe which the Honourable the Finance Member
made in Simls, when he referred the Bill to the Joint S8elect Committee.
was this that it is extremely undesirable that the Governmental authority,
who haa got to find the money which he has to spend in carrying on the
administration, should also have the machinery of manipulating the currency
and credit of the country in his own hands. And the Finance Member
added that when faced with the necessity nf raising funds the temptation
might be very great to manipulate the exchange rather than to go in for
an honest scheme of fresh taxation. and that is the reason why a bank,
free not merely from political influence but also from Government influence,
was necessary and desirable, and that is thc principle reason why we
should have a Reserve Bank established in India. Sir, when my Honour-
able friend made that statement, he was evidently ignoring the fact that
in the new Constitution the Governor General will be running a parallel
government in this country. He will be no less interested in raising
taxation for the financing of the departments which will be directiv in his
charge in the name of reserved subjects than the Ministers in cfmrge of
the other administrative departments. If anything. the revenues of the
country will be swallowed up to a very large extent by the demands of the
reserved departments for which the Governor General will personally be
responsible under the White Paper scheme. Ts this the Governor General
who should be vested with the authority of exercising what cantrol is pro-
vided in this Bill to he exercised by the Government of Indis at the present
time? ‘Will not his temptation to menipulate the exchange aad currenev
of the country for the purpose of raising revenue be as great as that of
the Finance Minister? Because, Sir. 1 find, agein from the evidence
given by the Secnetary of State (the Under-Secretary of State T think was
spenking for him in this particular instance), before the Joint Parliamentary
Committee that in the first place the Governor General will look to the
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Finance Member for his resources; if he fails to get it, he will in the ulti-
mate resort have the right to raise taxation. In what respect does the
Governor General then differ from any Member of the future Federal
Government in regard to the responsibility of carrying on the day to day
administration of the various Departments, in regard to the privilege and
the necessity of raising taxation, and in regard to the temptation tha}
may be in their way to manipulate exchange and currency ? Sir, we mus$
not forget that it is not the same type of Governor General as we find in
other Constitutions, with whom we are dealing when we contemplate the
E;sting of such enarmous powers in the Governor Geperal -acting in: his
iscretion.

Now, Sir, I apologise to the House for taking so much of its time.
My Honourable friend, the Raja Bahadur, referred to the constitutional
issue which looms large on the report of the Select Committee. The ques-
tion is, what authority will this House have in future for amending this
legislation ? ‘My Honourable friend has dealt with that point very fully,
and T have no desire to go over the same ground again. But assuming that
the position, as explained by the Finance Member on the authority of the
Secretary of State, is correct, are we not entitled to a little more light
on the point before we can be expected to proceed with this measure?
This is what the Finance Member says: ’ ‘

“The Constitution Act w'll have to contain an Adaptation clause laying down
bhow, when the comstitutional changes at the Centre take place. the powers to be
exercised by the Governor General in Council under the Reserve Bank Act will have
to be exercised in the new constitut'on. If the British Government’s propasals for
the Constitution are acceptéd by the Joint Select Committee and if the Constitution
Act in the Adaptation clanse were to declare that certain powers exercisable by the
Governor General in Council under the Reserve Bank Act were to be exercised
in future by the Governor Genseral at his discretion’’ etc.

.

Now, Sir, are we not entitled to know what are those ‘‘certain powers’’
which are at the present moment contemplated by the British Govern-
ment to be left to be exercised by the Governor General acting in his
discretion in the future, powers which we now in this Bill are expected
to confer on the Governor General in Council? That is a point on which
we think we are entitled to some light before we can he expected to place
this measure on the Statute-book; because, what will happen is this.
We on a certain understanding will be passing a measure clothing the
Government of India with certain definite powers in regard to the admi-
nistration and control of the Reserve Bank. In effect, by the Adapta-
tion clause Parliament will be amending this Act of ours by saying which
of those powers which we are leaving to the Governor General in Council
will not be exercisable hy the Government, of the future. Sir, self-respect,
if nothing else, of the Members on this side of the House demands that
@ clear explanation on this particular point should be forthcoming before
we proceed with this measure. If it is the desire that this Lecislature
should have no effective voice in regard to this matter so far as the future
Constitution is concerned, why not honestlv make the life of the Bill only
exlend to the date when the new Constitution comes into being? Let
Parliament take the responmsibility for continuing the Reserve Bank Act
thereafter by its own legislation. . T would much rather have that than
give a blank cheque, as it were, to the executive and to the British Parlia-
ment to be filled in at their will and pleasure in reg¢ard to the question as
to how much of the power which we are now giving to the Government
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a8 a whole will be available to the Governmerit-ot the:fifture, -responsible
as it will be to the Legislature, and how much of it will be taken away
from the future responsible Government. That is the point

Rajs Bahadur @, Krishnamachariar (Tanjore cum Trichinopoly: Non-
Muhammadan Rural): And yet tell the world that we are making it!

~ Mr, K. 0. Neogy: Quite so: what is the use of calling it an adaptation
Aclguse? '

Mr. B. BR. Purl +(West Punjab: Non:Muhammadan): ~An usurpation
<lause ! : ‘

Mr, K. 0. Neogy: As my Honourable friend says, it could bé more
appropriately called an usurpation clause. My Honourable friend said
at Simla that it is very necessary to have Indian opinion with us in pass-
ing a measure of this kind: wunless this measure is.in a position to
command considerable Indian support, my Honourable friend said, it
would be of no use: the institution would break down in its practical
working. I challenge my Honourable friend,.the Diwan Bahadur, to
take a plebescite in the country and find out as. to whether the country
will support him in regard to the Shareholders’ Bank, or us who are advo-
cating the idea of a State Bank, having regard to the fact that, in the
guise of a Shareholders’ Bank, you are installing the Grand. Mughal at

“Whitehall in a position of complete authority so far as the credit and
currency of this country are concerned.

Mr. C. S. Ranga Iyer: Sir, Mr. K. C. Neogy, the Leader of the Demo-
cratic Parly, is, as expected of all democrats and those who lead
a democratic party, exceedinglyv democratic in his point of view as regards
the future financial administration of this country with the aid of the
Rescrve Bank which it is the intention of the Bill before us to inaugurate
in an atmoaphere of as much of available goodwill as one can secure; and
‘ne quoted with a certain amount of sctisfaction from a book, 1 believe
eminently readable, called ‘“What evervbody wants to know about Money”,
-edited by a socinlist cconomist and a very competent writer, Mr. Cole; and
if Mr, Neogy had also read another book by the same authority ‘‘The
Guide Through World Thaos’’, he would have found that while writing
on the socialisation of the Central Bank. the Bank of England, the same
authoritv observec that the public in England were of opinion that if the
Bank of England were socialised, the purpose would not be served until
the other banks were also socialised. Tt is a scheme of socialisation; and
if my friend, Pandit Jawaharlal Nehru. were the Leader of the Opposi-
tion today, instead of 8ir Cowasji Jehangir, I am perfectly certain, he
would have ridiculed Mr. Neogy’s nnemic utterance on the flogr of this
House asking for a State Bank with the White Paper scheme in front
of him. It is an ansmic utterance for if vou are to have a State Bank
in this country you must brine that State Bank into existence with a
view to serving the purpose and remove the apprehensions that Mr. Raju
in his closelv reasoned speech placed before this House. An eminently
agricultural country with close resemblance to Russia, not only in the
multitude of its national superstitions and prejudices, but also in its
poverty; and jf vou are to deal justly with the agricultural people, abolish
pgricultural indebtedness and so forth and so on, vou must have, if the
State is to undertake the finaneial undertaking, as.elaborately pointed out
by both Mr. Raju and Mr. Neogv, though one from a constructive and

B2
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the other from a destructive point of view, ii this g)urpose is to be served,
I think we have to abolish straightaway some of the money-lenders: I
think all the banking work will have to be undertaken by the Government
—complete socialisation of bamks—when vou can have a Staté Bank. I
am not an apologist of Diwan Bahadur Ramaswami Mudaliar: for the
veryv simple reason that he needs no apologv: he can defend himself both
in and outside this House, but his speech has caused some democratic
surging on this side of my Party. Sir, after the great deal of learned dust
which both Mr. Mudaliar and Mr. Neogy have raised, probably, I think,
I, who have not been a member of these Committees. who has not had an
opoortunity to study things with the facilitv with which Mr. Mudaliar hae
studied them, I think .

Mr B. Das (Orissa Division: Non-Muhammadan): You were &
spectator in London?

Mr. C. 8. Ranga Iyer: T am coming to it: I think 1 should not take
verv much time of this- House. My friend, Mr. Das, with his usual in-
quisitiveness, inquires whether T was not a spectator in the London Com-
mittee. Mr. Das will admit, sometimes spectators see more of the game.
I was in close touch with the T.ondon Committee through my friend
Mr. Biswas, and occasionallv attended the committee meeting myself
whenever there was an important contrcversy, as for instance the ratio
controversy raised by my old friend, Sir Purshotamdas Thakurdas; and
it is that which makes me stand up with a certain amount of self-confidence
on the floor of this House. T am very grateful to my friend, Mr. Biswas,
whc gave me all the information that was in his possession, and tried to-
give me as much light as I required from time to time, for I was suffering
from all the delusions under which my friend, Mr. Neogy, is suffering.
Mr. Neogy, while speaking, presumed that we here are a set of Tory
dichards ready to prop up a scherne which is so unholy, planted as it
ie in the prestige of a foreign hureaucrat—the Governor General.
I do not believe any one on this side of the House wants the-
domination of the Governor General in the administration of the Reserve
Bank of this country. The purpose of a Reserve Bank is to eliminate the
contro! of the Governor General as much as the control of the Legislature
itself. That purpose, I should think, is served by the Bill before us to a.
tonsiderabic extent, because, T believe, if 1 have read the Bill correctly.
heither the Governor General not the executive can indulge in the luxury
of day to day interference with the administration of that financial body.
It is when this Legislature, at a misguided, probably over-zealous, time
liked to interfere and proposed to interfere with the position of the State
Bank. which Sir George Schuster’s able predecessor gave nus on that ocea-
gion. that Sir Basil Blackett dropped the State Bank Bill like a hot. potato.
Tiegislative interference will be as disastrous as bureaucrgtic or ofﬁclql
ot ministerial interference; and nowhere do I see in this Bill any proposi-
tion that the Governor General is entitled to day to day mterference with
the administration of the Reserve Bank.

issue before us is this: do you or do you not want a Beser‘veA Bank?$
.;Wo"':ﬁ }l:;‘(‘):' :no;e:e have no control over what has been Adecided. that
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financial autonomy will be denied, if we do mot agree to bring into
-existence this Reserve Bank. Do we or do we not want financial auto-
nomy? It is perfectly true, we want complete Swaraj if we can get it.
Who does not want to control the destiny of his own country? Who does
not want that Indians should rule India as Fnglishmen rule England?
But where are we today? In the Gandhi-Irwin Pact, the highest limit to
which politics of a constructive kind could reach in this country, are there
not clauses relating to safeguards. Unfortunately, but inevitably, we
are considering a scheme under safeguards. The Leader of the Democratic
Party spoke, as all democrats and enthusiastic patriots would like to speak,
of a Reserve Bank Scheme in a self-governing country. If we want to
follow the good old constitutional method as opposed to the civil dis-
obedience method which includes the hoycott of the Legislatures, we have
willy-nillv to take half a loaf while pressing and continuing to press for
the whole. I kmow the scheme is not satisfactory from varioms points of
view. But what are we to do? Even the Mahatma, after the great battle
that he had fought, thought it necessarv to agree to safeguards, and here
is before us a scheme of safeguards, safeguards which deny to us com-
plete financial control and sutonomy, safeguards which include a Financial
Adviser in the scheme, safeguards which impose this Financial Adviser
between the future Finance Minister and the Governor General. Have
T not opposed here and out in the country. this imposition of a Financial
Adviser? But myv adwice on this matter is this The scheme,. unsatis-
factory as it is, must be taken by us, for we must have something to
work upon. Let us work to improve it in the future. Iet us certainly
create an atmosphere in the countrv that in the light of the actual working
of the Reserve Bank. satisfactorv or unsatisfactory, if # is unsatisfactory
more than satisfactory, how to make it satisfactory; let ns show to the
people that we are working to make it satisfactory: let us have general
elections on the issue of full finaneial coentrcl. Clashes will be inevitable
between the Financial Adviser on the one hand and the Finance Minister
on the other. ‘

You have got a Shareholders’ Bank. Shareholders cannot be dummies,
nor can the Directors be bureaucratic automatons. The Governor General
may have.the power,—he has, under the White Paper scheme, the power
-of Hitler and of the President of the United Stautes of America, of Mussolini
-and of the Czar before their fall as Mr. Winston Churchill truly said in
one of his delightful speeches,—he has all this power which we have to
fight. Unde:r the present Constitution, has he not got the power of im-
posing anything against our own will, has he not got the power of imposing
o ratio, which is being denounced as ‘‘an outrage’’ by Indian patriots. a
ratio which has disastrously worked from our point of view, a ratio
which we condemned from the Swarajist Benches and which the country
has disapproved? (Hear. hear from the Nationalist Benches.) He has all
that power, and, in spite of that power, we came to this House to work,
to fight for our rights., and now that power is to be incorporated in this
‘Bill. The Governor General has got the power of imposing the ratio and
-other things in this scheme, and there is no use in our saying that we
throw away this scheme. You cannot throw away the scheme for the
very simple reagon, you must have a foundation on which to raise your
battle for the future. If we had accepted the scheme of Sir Basil Blacketd
five or six years ago, the history of today would have been differently
written. e would not have been fighting now as to which clause should
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be incorporated in this Bill and which other clause should not be incor-
porated in it; we would have been fighting today as to how much of
financial control must come into the hands of the people, and all the
arguments,—I do not condemn those arguments,—very fine arguments,
very patriotic arguments of my friend, Mr. Neogy, would have been more
appropriate. and we might have been able to carry some of our wishes.
On the contrary, great men, great leaders who sat on these Benches threw
away the opportunity in a moment of patriotic heat, not light. That was
the tragedv of the situation, and if today we throw away this scheme,

what will b: our position? Five years hence we will be haunted by blank
despair born of bankrupt statesmanship . . . . )

Mr. B. Das: None of us are trying to throw it out. We are criticising
to improve it,

. Mr. 0. S. Ranga Iyer: My friend, Mr. B. Das, says that none of us.
are for throwing it out. If you do not want to throw it out, I hope you
will approach it with a certain amount of constructive criticism. If you
have not the idea of throwing it out, there is no use of teaching grand-
mother how to suck eggs (Laughter), for what else does it mean when the
Leader of the Democratic Party stands up on the floor of the House and
tells us, uneducated people, what powers the Governor General has and
what he has not?. What is the fun of telling us that the Governor General
has not got power or he has too much power? We have all read the White
Paper Scheme. This Reserve Bank Bill is a part of the White Paper
Scheme, in fact very unfairly the British Government have set the pistol
to our head ,and said,—either bring into existence this Reserve Bank or
we do.not want to proceed any further with the reforms. As we are not revo-
lutionaries, as we want reforms, though some of us might have flirted with
revolution in the past, civil disobedience of a non-violent kind, as we have
come to this House with the purpose of broad-basing democracy on the
people’s will, all that Y would say is this, that bad as it is, unsatisfactory
as it is, we have got to accept this Reserve Bank scheme and try to:
introduce only such amendments in the Bill a8 can be approved and sccept-
ed by the representative of a subordinate branch -of the Imperial ad-
ministration which Sir George Schuster happens to be. There is no use
taking him to task for the powers of a Viceroy in the White Paper
scheme. He was not responsible for those things.

I think I should not go into details of this scheme, but T must certainly
reprobate my friend, Mr. B. Das, for his unnecessary sting on the absent
Leader of my Party. Mr. Sarma was not personal. He referred to abrent
Members having a good time in Europe . . . . ‘

Mr. P. E, James: Absence makes the heart grow fonder!

. Mr. 0. 8. Ranga Iyer: And here is my friend, Mr. B. Das, formerly
a member of this Party, who after trying his best to stab the Leader of this
Party and this Party behind its back, had the audacity to stand up and
say that Sir Hari Singh Gour was amusing himself somewhere in the neigh-
bourhood of Monte Carlo, while he is landing in Bombay tomorrow snds
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probably wiit face the music on the floor of this. House. : After the deli-
berations of the Joint Committee, the Leader-of my Patty immediately
took the earliest boat to be present here.

My friend, Diwan Bahadur Mudaliar, referred very sarcastically, with
the great command of language that he has got, with a great power of
oration which I admire, but cannot emulate . . . .

An Honcurable Member: My friend asks why Sir Hari Singh Gour
did not take an mroplane? .

Mr. C. S. Ranga Iyer: Because he was not paid for it.

My friend, Diwan Bahadur Mudaliar, took very severely to task thc
Currency League for coming into existence and going out of existence as
suddenly. Probably he wants a Currency League to be in permanent
existence, but I am of opinion that the Currency League is doing very
useful work. The ratio question is a very impartant question. The dollar
has been tottering; the financial world with its managed currencies has
been tottering. And the rupee will soon totter as my Honourable friend,
Sir Cowasji Jehangir, who can speak with some authority on these matters,
will easily prove. That being so, what is the fun of Mr. Mudaliar taking
the Currency Leagie to such task? But I recognise that in this quarrel
whole rivulets of ink have been exhausted and the virulence of both Parties
enormously augmented. Now, then, the Finance Member, almost, I should
say,—without meaning any offence—almost. in a temper, at any rate in
a spirit of vehemence, took severely members of the Committee to task
for having agreed to certain things and then asking for their modification
here. All that I can say ia this. Has not the Finance Member agreed to
numeérous modificdtions in the Joint Select Committee himself? The Bill
before this- House is. 8 much improved, much modified measure, and if
he could make modifications, why should they not be tempted too?

Lastly, Sir, I will conclude with the pregnant.. words of Sir Basil
Blackett who, after the recommendations of the Hitton-Young Commiittee,
wanted to bring into existence a Reserve Bank in India. He started with
the idea of ¢ Shareholders’ Bank, but he was willing to accommodate the
Opposition and agreed to a State Bank. The Opposition, blinded by malice,
blinded by prejudice, as their oppenents felt, —blinded by that patriotiem,
which loves own’s country not wisely but too well, as I would put it—did
not take his Bill. Sir Basil said, Sir, on that historic occasion, and his
words are true even to-day: : '

*It is difficult to exaggerate the importance for India of the proposed new Reserve
Bank for India. The estahlishment of a Reserve Bank for India will be an enormous
step forward in the development of India’s financial and monetary machinery and
will, T think, assist that gradual, silent revolution in India’s economic life which
promises to bring higher opportunities of life and higher standards of living to every
one in the country.” '

(Applause.)

Sir Cowasji Jehangir: Mr. President, my Honourable friend. Mr.
B. Das, regretted the absence from these Benches of several of our
friends who adémed them in 1927, but his inherent modesty prevented
him from mentioning his own name. Mr. Das was one of those great
warriors of 1927 who rejected the 1927 Bill, but my Honourable friend
has been candid and frank enough to tell us that much water has flowed
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under the bridge since then, and he is now prepared to admit that in
certain respects he has changed his opinion.  Sir, if my Honourable
friend has changed his opinion, is there any reason to believe that several
of those who unfortunately do not sit amongst us here today have not done
the same? In England, on the Committee, which has been so much criti-
cised in this Honourable House, several of them were members, and if
my recollection does not serve me ill, I do not remember to have heard
from their lips any criticism about a Shareholders’ Bank. . . . .

Mr. B. R. Puri: Due to climatic effect.

Sir Oowasji Jehangir: If it was due to climatic effect, it is quite evi-
dent that England’s elimate suited them and suited them mentally.
{Laughter.) But let me continue, that we heard patiently their criticisms
to make a Shareholders’ Bank suitable to this country, and, after the dis-
cussion was over and the draft report was being considered, one friend of
ours who belongs to another House timidly suggested that there should be
a footnote to say that he did not agree to a Bhareholders’ Bank and
that he wanted a State Bank. Bevond that note of dissent, which was
suggested at the very lagt minute when the draft report was being comsi-
dered I cannot remember, Mr. President, a single word, a single argu-
ment in favour of a State Bank on that oceasion.

Mr. Vidya Sagar Pandya: What about Sir Pumshotamdas Thakurdus
and his note of dissent ?

8ir Cowasji Jehangir: 1 am not concerned with his note just now. Ho
far as I recollect, I can tell my Honourable friend, Mr. Pandya. that I
do not believe my friend, Sir Purshotam, once mentiomed a single argu-
ment in favour of a State Bank.

Mr. Muhammad Yamin Khan (Agra Division. Muhsmmadan Rural):
You are perfectly right.

N :’; Vidys Sagar Pandya: It appesrs he. has got. evidence to show that
e did it.

Sir Cowasji Jehangir: Don't put words into the mouth of Sir
Purshotam when he is not here to contradict you. I do not believe for
one minute that Sir Purshotam ever said that he put up arguments in
favour of a State Bank in England. He has not said that in his note and
he has not said it anywhere else, and I deprecate putting words into the
mouth of a gentleman who is not here present to contradict them.

Mr. K. C. Neogy: Is the Honourable Member then quite consistent
when he ascribes timidity to a Member of the other House who is not
present here to defend himself ?

Sir Cowasji Jehangir: I said “‘timidly’’ deliberately, because it was put
forward in a very low voice indeed: ‘‘Will you kindly put in a little fook-
note to say that I do not agree with a Shareholders’ Bank?’ If my
facts are incorrect, I shal stand open to correction and he prepared te
apologise. But there are Members sitting here on these Benches who
were in England, and, if T have exaggerated in the slightest degree, 1



YHE RESERVE BANK OF INDIA BILL. 293

shall be prepared to apologise to this Honourable House and to my {nend,
Lala Rafnsfran Das. I have said nothing derogatory about him; all I
said is & compliment to him that he was the only member of that Com-
mittee who distinctly said: ‘‘Kindly state that I am in favour of a State
Bank''.

Mr. Gaya Prasad (Mugafarpur cum Champaran: Non-Muham-
madan): It is courage and not timidity.

8ir Cowasji Jehangir: Timidity, because it was done at the last minute.
An Homourable Member: Beiter late than never.

Sir Cowasji Jehangir: Now, Mr. President, if certain Members of this
Housc have changed their opinion, I see nothing ir it to copdemn. And
my Honourable friend, Mr. Neogy, threw out a chullenge avcut a plebis-
cite. If it was possible for me to accept that challenge, I would do so,
for T honestly believe there has been a distinct changé of opinion by many
men who are capable of judging this question. There :re some who are
prepared to say that they have-ehanged their mind, that faets and figures
have proved to them that a Sharcholders’ Bank is best suited to the
.conditions of this country. There are others who state that if they camnot
get a State Bank, they are prepared to take s Sharehclders’ Bank. pro-
vided certain amendments are made in the Bill. It is not given to all to
be able to stand up and admit one’s own faults or to admit that one has
mad~ a mistake, but an admission that thev are prepared to accept
Shareholders’ Bank under certain conditions i8, in my humbie opinion, an
admission that they might have been wrong in 1927. Now, Sir, I think,
that the Select Committee have really made an effort to meet the wishes
of the many critice of the Bill as it was introduced. I personally do not
demire to take any credit for any of the amendments in the Bill made by
the Select Committee. The credit goes, may I point out to this Honour-
.able House, to myv Honourable friends who were the strongest critics of the
Bill. I see around e here today many membere of the Belect Committee
to whom that credit is justly due and they belong to parties other than my
own. I admit frankly that for many of those amendments, which go to
meet public opinion, the credit must go to my friends here. Mr. Mitra,
1\:; Gaya Prasad Singh, Mr. Bhuput Bing, Mr. Sant Singh and many
others.

Mr. President (The Honourable Sir Shanmukham Chetty): Mr. B. Das.

Bir Cowasjl Jehangir: Certainly, and last but not the least, to Mr. B. Das,
He gave the Committee his best attention and co-operation. I regret,
Mr. President, that beyond the few words said by the Finance Member,
no Member of this Honourable House has given credit to those members
of the Select Committee for the work they did and unfortunately those
who have spoken as the strongest critics have been those who were
responsible for improving this %iﬁ out of all recognition and I, who was
not responsible for those amendments, desire to pay my tribute to those
collcagues of mine on-the Select Commiittee who did such excellent work.
They did it in_order to enable this Bill to be more acceptable to public
copinion and I YVenture to say that if Honourable Members would go
through the amendments suggested by the Select Committee, they will
find that most of the criticisms that were made against. the Bill by critics
outside this House, critics who had a right to critieise, have been met
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by the Select Committee and in order to show that, Mr. President, I
propose very shortly to allude to a few amendments. I do not propose
to take up more time than iz necessary. I am not going to relate little
stories. I will leave that to my Honourable friend, the worthy Doctor,
who is an authority now on squeezing lemons. I will leave him to his
lemon squeezing, but, before proceeding to the amendments, may T suggest
to the worthy Doctor that he has not done the Bill complete justice. It may
be due to his having not studied the Bill. It may be due, I believe
it is more due to his having studied the Bill a little mere than was good
for him, but at any rate I did come to the conclusion, if my worthy
friend will allow me to say so with the greatest respect for his:agc and
learning, that he did not understand some of the clauses of the Bill.

Dr. Fisuddin Ahmad: Let us be examined together.

of .

Sir Cowasji Jehangir: T am prepared. My reason for saying that is
this. I wish the worthy Dostor would not get offended. -I have not the
slightest intention of offending him. I have.the greatest admiration for my
Honourable friend’s great perseverance and his real desire to studv ques-
tions. I have seen him, with my eyes, burning the midnight oil and I
would be the last to disparage him or his work, but in this case I do-
feel that he has made a few errors which have been the cause of the
criticism ‘that he levelled -against the Bill. His little story of lemon
squeezing evidently was intended to convey the fact that the shareholders
of the proposed Reserve Bank were to get all the cream, and the skimmed
milk 'was to go to the taxpavers. That is not the case. The shareholder
under this Bill is merely going to get what is his due and the taxpayer
will get back, in the way of profits, all that the taxpayer ought to get
and for the money Government will place at the disposal of the Bank.

" Dr. Zisuddin Ahmad: On a point of personal explanation. I never said
that. What I do claim is that the entire profits must go to the taxpayers
and the nimboo-nichors have no right to take it.

Sir Oowasji Jehangir: That is exactly the point where he makes the
mistake. Under the Bill, as emanating from the Select Committee, all
the profits that the taxpayer can get or should get will go back to the
taxpayer, but considering that the shareholders do contribute five crores
of money, T do not think my Honourable friend will contest the position
that they should also get a reasonable dividend on-their investment, and
if he contests that point, he would not, T am sure, be an applicant for a
share, nor would he be a shareholder in any company.

Now, coming just to a few of the amendments. The first one is that
the shares are to be of a Rs. 100 denomination and the object of that,
as everybody knows, is that those even of very moderate means can:
subscribe to the Rescrve Bank. This is one of the fundamental changes
made in the Bill and I trust that those who advocate the principle that
the largest number in this country should be interested in this Bank will
now be satisfied. It wlso gives a larger number of people in this country,
I will not say millions, I will not eay hundreds of usands, as there:
are not in this country hundreds of thousands capsble of subscribing,
a real interest in this national institution. 4
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Then, another big change made by the Select Committee was. f:hat
anybodygsubscribing Rs. 500 should get a vote. The original
122 gl prescribed “‘Rs. 1,000"". While I am oun this point, I
would like to say just a few words in snswer to my friend, Mr. Neogy.
Those shareholders who subscribe Rs. 500 to the Bank will each get a
vote and their greatest privilege will be to elect eight Directors; and, as
I visualize the future, these elections will be something similar to the
elections for the Legislative Council of a Provincial Government. (An
Honourable Member: ‘“‘Five years afterwards".)' I am coming to that
point. Their greatest privilege will be to elect eight Directors, not more,
and the way they will exercise their power atd influence over the Bank
will be through Directors who will be completely responsible for the work-
ing of the Bank. It is not the Governor who is responsible: he is only
one Director. ' It is all the Directors who are completely responmb!e not
only-to the shareholders but to the country for the successful working of
the Bank. :

Mr. K. 0. Neogy: If it is a Shareholders’ Bank, where does the country
eome in at all?

h Sir Oowasiji Jehangir: Because if the country is interested in this insti-
tution, they will look to the Directors for the successful management of this
Bank. - : '

>~ Mr. D. K. Lahiri Chaudhury (Bengal:l.andholders): What measures can
they tuke? ' . ..

Sir Cowasiji Jehangir: If my Honourable friend will be a little patient,
he will understand. If mv Honourable friend will look at clause 7 of the
Bill, he will see that the Directors are entrusted with the complete
management of the Bank: and if the Directors, you will admit, are
responsible for the management of the Bank, then the shareholders who
elect:-those Directors have the gréatest influence over them at every elec-
tion. Unlike my friend, Mr. Neogv, who is in constant touch with his
constituents and whose utterances in this House are the echoes of his
constituency, it is possible that the Directors will not echo the feelings of
the sharcholders throughout the term of their office; but I feel confident
that, considering the constitution of this Bank. at least at election time
they will be held responsible for their actions and will be elected or rejected
according to their acceptance or rejection by the shareholders.

Mr. K. O. Neogy: How many of them will attend ?

8ir Cowasji Jehangir: My Honourable friend knows that all over the:
world whers there are democracies, the point is raised as to what per-
centage of the constituents go to the polls. That is & point that is hrought
up against all democratic Governments. Now, my Honourable friend can
raise that point if he chooses, but T am not going to reply ‘to it, because it
is a question that the world is discussing just now; it is the fundamental
basis of democracy, and if some people suggest that if democracy has
suffered, it has suffered due to the negligence of the electorate, I am not
going to touch upon that great and important issue. But if there are to be
proxies—und there are to be proxies—and if there are vigilant men like my
friend, ‘Mr. Neogv (Mr. K. C. Neogy: ‘‘Ox the Currency League'’),—ves, by
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all means—1I do visualize the time when there will be a considerable amount
of canvassing whether in person or by proxy. (Mr. K. C. Neogy: ‘‘Not by
bribery, I hope.””) It may be by bribery, that is also democracy. Sir,
you cannot separate the one from the other so long as human mature re-
mains what it is. (Laughter.) I do hold that a very large proportion of
the shareholders will be represented at the elections.

Now, I will just come to another amendment and that is with regard
to the question of diseriminasion by Dominions against Indians. ere
has been an amendment and my friend, Mr. Das, can take credit for it.

Then, again, we have made en amendment that a transfer of shares
eannot be refused by the Directorate. I personally am quite prepared to
reconsider that question from the point of view of what Mr. Neogy has
stated, and if Mr. Neogy would delete that olause for the reasons he gave,
T for one would be perfectly ready to give it our most serious consideration,
and I do think Mr. Neogy has made a good point in that direction.

Then the most important question is the allotment of shares, and the
way the scheme has been framed does ensure that the largest number of
applicants will be given shares in the first instance. I venture to suggest
to my friend, Mr. Neogy, that if he will apply his mind to the scheme, he
cannot but come to the conclusion that natural-born Indians in a very large
percentage can only be shareholders in the first instance. That cannot but
be so, and it would be practically impossible, I venture to suggest, that
Englishmen ordinarily resident in India can even ge$ 10 or 15 per cent. of
the shares under the scheme. Firstly, there is the Rs. 100 share.
Secondly, the vote goes to everyone having Rs. 500 worth of shares and
they get the first chance. The maximum number of votes forasny one per-
son is ten. You cannot get any more votes. Now, how many Englishmen
sre there ordinarily resident in India who can get these votes? Suppose
each one of them applies for five shares—which is an impossibility—how
many shares do, you think will be allotted to Englishmen resident in India ?
(Mr. K. C. Neogy: *‘Ask Dr. Ziauddin.'’) Sir, comsidering those figures,
I think you cannot but come to the conclusion that the Joint Committes
have done their very best to ensure that the greatest percentage of these
shares cannot but be allotted to what we call natural-born Indians.

Then, Sir, there was considerable criticism about a branch in London;
2; is grovided that if the Central Board so desires, they can have thejr
ranch.

Then, Sir, by a majority we decided that the Governor shall have
banking experience. My Honourable friend opposite has written a minute
of dissent. I stick firm to the majority decision, and my object is to give
confidence to the Indian public that in the first instance at any rate and
for some years to come we shall get Governors who know their job or who
at least start with the presumption that they know their job. And if a
time comes in the future when it will be to the advantage of the Bank
and thig country that a Governor should be appointed who has not had
five years practical experience, it will not be difficult to come to this
Honourable House and amend the Bill. But, under the present circum-
stances, I think the House will be well-advised, whatever the Finance
l:[feniber may say, to see that the decision of the majority is carried into
effect.

Then, 8ir, as regards the question that at least one Indian should be
appointed out of the three who are to be the Governor and the Deputy
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‘Governors, I think here also we have got a ecomplete assurance from
Government

Dr. Ziauddin Ahmad: The assurance of the Finance Member has not the
force of law and his successors are not bound to follow. Have we not
received assurances on many occasions on the floor of the House which have
never been carried out ?

Sir Oowasji Jehangir: My Honourable friend is accusing Government
unnecessarily. My Honourable friend, Dr. Ziauddin—=I do not think the
Finance Member heard what he said—has said just now that the assurance
that we have obtained from the Finance Member that one out of the three
Governor and Deputy Governors will be an Indian in the first instance
should not be relied upon.

Mr. K. C. Neogy: May T ask my Honourable friend to use his persuasive-
influence with the Finance Member to see that all the Secretaries and
Under Secretaries in his own Departiment are not Britishers, to be left as a
legacy for the future Minister ?

Dr. Ziauddin Ahmad: Since my Honourable friend, Sir Cowasji
Jehangir, has put in my mouth words which I did not say, I think I had
better make my position clear. What I said was that the assurances
given on the floor of the House have got no force. Many a time we have
been assured, for example, about the representation of Muhammadans, but
we find that in practice they are not carried out.

_ The Honourable 8ir George Schuster: I am quite positive that my
Honourable friend cannot quote a single instance where a catagoric assur-

ance has been given in the terms that I gave it and it has not been honoured
by Government.

Dr. Ziauddin Ahmad: I can give the instances in his own Department.

Sir Cowasfi Jehangir: I regret that these communal issues are raised
on the floor of the House at every possible moment. One cannot open one’s
lips in this House without getting a retort on the communal issue and I
deprecate it. I have nothing to do with Mubhammadans or Hindus or
Parsis and T do hope that my Honourable ‘riend, Dr. Ziauddin, will keep
communal issues out of this Bill.

Dr. Ziauddin Ahmad: On a point of order, 8Sir. I never raised a
communal issue throughout this discussion and I challenge my Honourable
friend to show me a single word that I used about communal matters.

What T said was that the assurances given by the Government are not
alwavs carried out . . . .

Mr. President (The Honourable Sir Shanmukham Chetty): Th
stands adjourned till Half Past Two. %) The House

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

Sir Cowasji Jehangir: Mr. President, when we adjourned. for Luneh, I
was on the point, a very important point, the assurance given by Govern-
ment that out of the threa principal executive officers of the Bank, one at
least shall be an Indian, and I consider this a distinct gain and one of
those points that go far to meet public criticism and I would point out to
my Muslim friends, specially to Dr. Ziauddin Ahmad, that when we. have
succeeded in getting this assurance, in that wide phrasé ‘‘Indian ' the
Muhammadans play a very important and a responsible part and that when
we have got this concession, this concession includes Muhammadans and
none will be better pleased than muny of us to see not only a Muhammad-
aﬁ%ﬁ%puty Governor, but also a Muhammadan Governor in the future.
It is a concession gained by all Indians and not merely by Parsis or by

Christians or by Hindus, . . . .

An Honourable Member: Or by Madrasia.
Sir Cowasji Jehangir: Yes, I shall be only too pleased to see an able
“Madrasi as the Governor of the Bank in the future.

The next point is that we have got an assurance that 75 per cent. of the
Directorate will be Indians, an assurance from Government whick I
consider also a great concession that we have been able to obtain. It is
not an unequivocal assurance but for myself ] am confidens that in the
first Directorate, which is to be nominated by Government, wa shail find
75 per cent. Indians. There is a certain amount of feeling in this House
which was expressed in the Committee that these assurances should
really find Statutory provision, and that in other Acts in other parts of the
werld such Statutory provisions are to be found. T am perfectly aware
of that fact and my only answer, as my Honourable friend, Mr. Ranga
Iyer, put it so well this morning, is that we have got to take what we
<an get immediately and hope to get more later on, and 1 would also
appeal to my Honourable friends here that Englishnem who live in this
country for 30 years of their lives some times do becotife Indians and we
are looking forward to the time when with the .new reforms, their
fuentality will be Indian in the future. You must remember that the
mentality of people is very often the result of a Government and when
the Government becomes Indian, the mentality of Englishmen in India
must also change with it. I can only say as a proof of the principle I
enunciate that the mentality of Englishmen has already changed. If you
can throw your minds back to 15 years ago and try to visvalise what
Englishmen were 15 or 20 years ago and what they are today, I think
e;ery honest Indian will have to admit that there hag been a considerable
change.

Mr. B. V. Jadhav (Bombay Central Division: Non-Muhammadan
Rural): Between 1930 and 1988 there has been considerable _changs,

Sir Oowasji Jehangir: That change has heen due to the change in the
mentality of Government just as much as to anything else and when the
mentality of Government changes more and more, every day the wentality
of Fnglishmen in India s bound to change with them. T am "l‘ooking forward
to the day when in this House and outside, nobody will ask fer or think
it necessary to demand a special provision to exclude Englishmen ordinarily
resident in India. 8ir, T can understand the strong feeling today. all I
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<an state is that the Select Committee, and I do not include myseli among
the lot, but I do include my Honourable friends, Mr. Gaya Prasad- Singh,
Mr. Mitra and others, have done the very best they could and the iesuld
they have achieved is ohe worthy of acceptance by this House. Tle next
striking change made is that we have raised the gold reserve from 85
crores to 40 crores and I am not going into details, but I think Honoutable
Members who understand this question will appreciate the change. It
might be that from the discussions here we are led to infer that the
Select Committee was a very unhappy family. As a matter of fact, I
think I will be corroborated by every member of the Select Committee
when 1 say that this Joint Belect Cornmittee was a yery happy family
trying to obtain the best it could in the interests of tHe country and that
every one of us, including the European members who voted for the
discriminatory amendment, did their best to see that the Bill as far as
possible did meet public criticism. I would not be doing my duty, Mr.
President, if I do not speciallv mention the Chairman, the Honourable
the Finance Member, whose patience and whose desire to hear every peiut
of view and whose anxiety to meet every point of view was acknowledged
by every member of the Seleett Committee (Hear, hcar),
and T desire to record in tkis House these sentimentz of the
Select Committee to which they gave expression at the end of their deli-
berations. If anvbody has a complaint against the Honourable the
TFinance Member, it is myself, because, if any amendment was categorically
refused by the Finance Member, it was the amendment moved bv nyself,
but every other amendment moved by everv other member of the Select
Committee received his most careful consideration and he went as far as
he possibly was allowed to go (Hear, hear) to meet the wishes of the Joint
Select Committee and that, T believe, is a statement that wiil be corro-
borated by everv member of the Joint Committee.

I am coming to the most important part and I trust you will excuse
me, I shall take as short a time as possible, I am coming to the most
important part of the discussion that has taken place up to now. It was
started by my Honourable friend, the Raja Bahadur, and-to day taken
up by Mr. Neogy,—the political aspect. Now, the political aspect of the
case cannot be forgotten by this side of the House. We cannot over-
look it although there is no clause in this Bill which we can pick out om
which we can criticise the political issue. The story of the necessity of
the previous sanction of the Viceroy to an amendment of this Bill when
it becomes an Act is a short and bitter one. It started in England with
the first Round Table Conference and eontinued through the three Round
Table Conferences and was finally concluded in the Joint Select Committee.
In the very first year, this question was raised as to whether the previous
sanction of the Viceroy would be required for the amendment of this
Bill when it becomes an Act and specially of the two most important
clauses, 40 and 41. In the second year, we were definitely told that the
rrevious sanction of the Viceroy would be required. In the third vear
that was confirmed and, to cut a long story short, 1 may state that 'mosi
of the Indian members of the Round Table Conference protested as strongly
as they possibly could against this previous sanction of the Viceroy to
the {xmem.ir.nent df this Act. Our protest was not merely verbal, it was
put in writing: and anybody who desires to probe into this question will
ﬁnd it in .the reports of the Conferences. 'We were told that it was
impossible, that the Secretary of State must maintain his position - and
that the previous sanction of the Viceroy must necessarilv be a part of
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the. Constitution. But. 1 should like to pluce before- this. House very
shortly another aspect of the case. Firstly, it is no use breaking our
heads against a stone wall and, secondly, let us examine very shartly
what are the conséquences of this provision. Everything will depend upon
the future Finance Member who will be an Indian and if you get a
Finance Member worth his salt, a man who is going to stand by his
country, whose whole-hearted efforts will be only in the interests of this
country. I have not the slightest hesitation in saving that I am not
afraid of this previous sanction of the Governor General or the Vicerey.
For the very first time the Governor General attempts to refuse his sanc-
tion te a Bill, if the Finance Member is worth his salt he will make that
Vicerovr think twice before he refuses his sanctien. He has simply o
“hand in his resignation with that of his Ministry, provided he has got a
...good case, and I venture to suggest that in the near future no Viceroy
will dare to defy a Ministryv who desire to amend an Act. No Viceroy
will dare to defy a Ministry if the Ministry is strong enough to stand up
and tell the Viceroy what they think of him. 1f miy Honourable friends
say that having such a Ministry is problematical, my answer is that I
regret their doubts. 1f they are doubtful about getting such a Ministry
and such a Minister, I would suggest to them not to ask for these reforms
and not ‘to ask for Swaraj at all; let us go back to the old davs and hand
over all powers to the opposite Benches. But ii my Honourable friends
are as optimistic as T am that we shall. find the men who will stand up
against foolish and obstinate Vicerovs, then T maintain that we have little
to fear from this previous sanction of the Governor General, however illo;
gical it may be, however wrong it may be, to put it into the Constitution.
Therefore, Sir. the point is that the ratio. being included in this Bﬂl.
it cannot be amended without .the previous sanction of the Govertior
General. 1 admit that: that is the position. It is no use closing our
eves to it, and, further, it is no use closing our eves to the fact that in
the future the ‘‘Governor General at his discretion’’ means the Secretarv
of State. There is not the slightest doubt abowt it and it has been
admitted in the Round Table Conference. It cannot help but be admitted,
because, under modern democratic ideas, everv man, whether he bhe a
Viceroy or even higher, has to be responsible to a Legislature. And,
therefore, the Viceroy, acting at his discretion, is responsible to the Secre-
tary of State who is responsible to Parliament. And, so, wherever you
find in an Act ‘‘the Viceroy at his discretion’’, you must realise that it is
the Secretary of State responsible to Parliament. That is the position.
Now, Sir, I have said and I will repeat that I am not afraid of that
position as long as we shall have Ministers worthy of their salt. A tussle
is bound to take place and the tussle can anly take place if the interests
of England and India conflict and the Viceroy is ordered from England
to take up such an attitude. T do not believe that an Englishman coming
out to this country as Viceroy will deliberately act against the interests
of India, but T have my apprehensions that he mav be ordered to do so
trom England. T have my apprehensions and those apprehensions to day
are stronger than thev were a vear ago, because T find in England respon-
sible men,—they may beltc. day in opposition or they may belong to the
Government party,—expressing opinions which have astounded me. The
expression of such opinions five or ten years ago would have been undreamt
of, expressions of opinion that India has to be k pt within the Enipire
for the interests of England and the Empire; that, if anything happened
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to Indis, the trade of England would suffer a comsidersble-loss, gnd that
‘these- reforms which Government now contemplate’ giving should not be
_conceded, because there is a risk of India acting in her own interests
‘and much more so with Englishmen.in India standing up more strongly
‘and forcibly for India’s interests. These politicians want to make
“Honourable Members opposite more irresponsible than they are already
(An Honourable Member: ‘‘Question’’), they want my honourabie friends
opposite simply to carry out orders issued in England: that is the attitude
‘'deliberately, openly, callously given expression to in the press and ‘on the
‘platform; and my honourable friends opposite will realise that when we
hoar speeches and read articles in language of that character, although
it might come merely from those not in office, we have occasion to be
apprehensive that the great powers handed over to the Viceroy at his
discretion may in the future be exercised against his will under orders
from England by a Government that might come into power whose deli-
‘berate object will be to see that India is kept going only in the interests
of England and not even in the interests of the Empire; and, therefore,
we have our apprehensions and our only hope lies in the fact that we
will have a Ministry who will stand up to such oppression and a Legisla-
ture which will be in & position to back up a Ministry, and only then will
such a Government in England realise that it is not possible even under
the Constitution that we are to have, to make India continually pay and
lose and suffer in the interests of England. (Cheers.) That is the consti-
futional issue, and personally I have no fears about it: I am confident that
we shall produce the men capable of acting in the interests of India and
making any Government in England realise that it is impossible under
the future Constitution to govern India unless they concede the legitimate
demands of the Ministry: I have no fears of the Viceroy: I have no fears
of my Honourable friends, the non-official Members: I have no fears of
English officials in India: I believe that they will grow stronger and firmer
in the interests of India under the new Constitution: -they will be allowed
to carry out their real wishes and intentions: I know they will and I
realise fully how handicapped they are to serve India as they would like
to. I fully realise that there has been many an Englishman in India
who today would have been reckoned amongst the greatest {riends of
India if-he had only been allowed to. do what he liked;. but, in the future
Constitution, they .will be allowed to do what they.like and they.will find
themselves happier and more contented men than they are at present.

. Now, a3 to the statement made by the Secretary of State and given
expression to through the mouth of the Finance Member, I have no com-
plaints to make: we knew the position: the position is that an Adaptation
clause will appear in the Constitution Act which will lay down in what
pases the Governor General in Council will mean the Governor General
at his discretion and in what cases it will mean the Governor Generul acting
with his Ministers: all we can do is to wait and see: we cannot do more:
we cannot dictate to the House of Commons what the Constitution Act
should be. My friend, Mr. Neogy, asked the Finance Member to let us
know exactly how the land lies and what the expression Governor General
in Council really means. I'do not know whether the Finance Member is
in & position to ahswer that question; but if he is, all I can say is tha$
he has taken the place of the House of Commons . . . . .

i Mr. K. O, Nedgy: May I-interrupt? - I recognise the uncertainties of
the situatioh, -but, 4s it regard to the question of the future reforms, we

S ]
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are proceeding on the assumption that we are going to get some advance
at least at the Centre and that we can proceed on the assumption that the
Government: proposals will bé carried into effect by the House of Common8,
are we not entitled to know similarly as to what the British Government’s
intentions are in regard to this Adaptation clause? ’

Sir Cowasji Jehangir: I can tell my friend, Mr. Neogy, that this
question was raised in England and I remember very well stating, in the
very words that Mr. Neogy placed the question before this House today,
that we were more interested in the future than we are in the immediate
.present; and we wanted to discuss what was to be meant in the future
by Governor General in Council. and we did discuss it and you will find
T think some paragraphs in the report dealing with that question: I may
candidly state that there was considerable difference of opinion: in certain
matter: we admitted that the Governor General at hig discretion should be
inserted, but in other matters we were deliberately of opinion that it should
be the Governor General acting under the advice of his Ministers. That
difference of opinion has been given expression to in the report and that
report is supposed to be before the Joint Select Committee in England: I
do not know whether it is or not: and the Joint Select Committee is
supposed to consider the question and give in this Adaptation clause their
advice to the House of Commons. That is the position and all we can do
is to wait and see. It would be like asking the Government here to tell
us what is to be the result of certain issues raised on the constitutional
question : this is a constitutional question which has to be dealt with by
the House of Commons, .and I should not be a bit surprised to hear—
though I have no suthority for saying it—that the Select Committee had
not even thought of it yet; though they will have to before they are
finished with it . . . . . E

Mr. S, 0. Mitra (Chittagong and Rajshahi Divisions: Non-Muhammadan
Rural): We wanted to know the ‘views of the Government here in India.-

~ Sir Cowasji Jehangir: You are at liberty to get any information from
them: Iam only placing the position as T understand it.

- There is just one more point to which I would like to drsw the atten-
tion of Members opposite: that is the fate of the staff of the Currency
Office. As I understand the position it is that the work will remain
exactly as it is today: either it will be done by Government
or it  will be done by the Reserve Bank and the staff
need . not have the slightest apprebension of their future or of
their future prospects which will remain exactly as they are today or will
remain exactly as if no Reserve Bank had come into existence. If that
is the position, I should be thankful to the Honourable the Finance Mem-
ber for corroboration.

T will now come to the most important point—I am sorry to delay the
House—and it is the question of the ratio . . . .

Mr. President (The Honourable Sir SBhanmukham Chetty): Tha sext
most important point, he means? He has already dealt with the mosth

impostant pcint once.
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8ir Cowasji Jehangir: I am sorry, Sir, this isthbrmo:tvi_mportant ‘point
and ‘this s o point on which Ihold very strong views. I bhawe
given an amendmens and, as I said, it was the only amendment
which the  Honoursble the Finance Member would not look
at. far less oconsider. The Honoursble the Finance Member
twitted by Honourable friend here for baving signed the report,
in which it is stated that the ratio of today should be inserted in the Bill
on the day the Bill is introduced and asked him why he signed it. I am
going to reply to that question. I will ask the Honourable the Fimance
Member to relate to this House the spirit in which we came 0 that agree-
ment and I will ask the Finance Member to act up to the spirit of the
report which he has signed. The spirit of the report was that neither he nor
we shall be committed, and it is impossible to commit either of us, to a
policy that will not come into existence for ane year to come. I will ask him
%o stick to the spirit of that report and, if he accuses us of not carrying out
the statement we signed, I will accuse him of not carrying out the
agreement in the spirit. It is much more important to carry out the
agreement in spirit than merely follow the letter of the law. The

8 v spirit of that agreement was that nobody should be bound down
that it was impossible to consider a position that was not to be arrived at
until a year hence, and, I think my Honourable friend will be forced to
admit, that there have been considerable changes m the position since the
time we were in England. My friend, Mr. Ranga Iyer, stated that the
rupee wag tottering. We all know it is; whatever the Honourable the
Finance Member may say, we all know that the dollar exchange has had
a great effect on the world. We all know that the world is considering
the matter, and does my friend, the Finance Member, mean to say that
we should not consider it in India? I do not mean to say that we should
consider it in this House, but we refuse to be committed now in thig Bill
to any rate of exchange, whether it be 1s. or 1s. 8d., because we feal thab
the time has come when some change will have to be made, whether the
Becretary of State likes it or not. The position has so changed that
perforce the Government will have %o make a change, and, therefore, wé
are justified in demanding that the porition should remain open to
enable Government to take any action they desire in the interests of the
country between now and the time this Bill comes into force. (Hear,
hear.) S8ir, T have said in my minute of dissent that we have decided
views on this question, but I do not propose to go into the ‘merits of that
question, for the simple reason that it is futile to do so. There is no
man in this House or in this world who is in a position to say what
should be done a year hence, and, therefore, for me to express my
opinion or the opinion of anvbody else outside this House ag to what
should be done @& year hence is futile. We cannot discuss the question on
its merits. We are not prevented bv you, Sir, by law, but we are prevent-
ed by the very circumstances in which we are placed. Therefore, T will
urge this Honourable House that under no circumstances should it commit
itself bv even mentioning 1s. 8d. in the Bill, whatever assurances may come
from the other side. If this 1s. 8d. means nothing, then put rothing in
the Bill. (Hear, hear.) And above all, the more my friends opposite
insist upon leaving 1s. 8d. in the Bill, the more suspicious T get. The
position is so exceptional that I cannot understand the Government
refusing to aecept my amendment. That is my position. Tt beats me
altogether, and when one does not understand the arguments of the oppo-
gite side, one has a right to be suspicious. We are told that it we make
any radical change and omit this 1s. 8d. from the Bill, it will lead to

(. ]
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speculation. Yes, some actions of ours sometimes do lead to speculation,
but what is leading to speculation is the depreciation in the dollar, and
nothing that my friend can say, or we humble persons on this side of the
House can do, will stop the speculation, because the world is in an
uncertain and unstcady position, and whatever my friend may now say,
it is not going to lead to any further speculation than what has already
taken place, and the argument that our leaving out this 1s. . will add
to the speculative fever is not correct. Sir, people outside this House who
understand the question are no fools. Most of us may not undersiand
the question. I do not profess to do so, but I do realise that those outside
the House know the position as well as any Honourable Member.on the
opposite side and are in a position to study today’'s figures and draw
inferences just ag any Member on the opposite side. Therefore, Sir, to
tell us that any change in the Act today, to the extent I have suggested in
my minute of dissent and in the amendment I have given, wili do any
harm either to India or to the Government is & position I am unable to
understand, and the refusal of its acceptance not only makes me but the
whole of India much more suspicious than ever before. This (uestion is
not going to be dropped in 1ndia, whatever we may do, and I venture to
suggest that if we had a different constitution to the one we have got
today, and if any member of Government tried to justify the position, he
would not remain in office for two days not only in India, bug I venture
to suggest that thas would be the position in any part of the world. In
every part of the world today commercial and industrial classes are agitated,
and they are bringing pressure upon their Governments to act in the best
interests of their country, and I have no reason to believe that our
Government will not act in the best interests of this country; but situated
88 we are, with the Constitution that we have got, our apprehensions are
justified, and T would beg of the Finance Member not to insrease those
apprehensions or our suspicions of the future Constitution. Several friends
of mine have told me, men who are loyal to the British and the British
Empire, men who have grown grey in the service of Government, have
tcld me that this insistence of Government to stick to the 1s. 8d. is
sufficient to push them into the opposite camp. Do Government realise
the effect this is having on many loyal men in this country? I do not
think for one minute that Government really realise the position, and if
they do not, I would beg of them, each one of them individua'ly to make
inquiries and wire the results of such inquiries to the Secretary of State,
for, Sir, I firmly believe that Government’s insistence and the Secretary
of State’s answers in the House of Commons are doing greater domage
to the future Constitution and its prospects than anything else.

I have nothing further to say, Mr. President. I have had my say, and
slthough we are not going to discuss the question of the rati> on its
merits in this House . . ..

An Honourable Member: Why?

. Sir Cowasijl Jehangir: . . . . . ‘because it is futile,—TI trust that the
view held all over the oountry and to which we have given expression here
today will be considered by Government and that it will he regarded as a
God-send in these critical times, and that- they will take full advantage
of this expression - of opinion all over the country t0 impress upon those
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in power that much greater issues are involved than ‘the -iriterests of the
agricultural classes,—that there are much greater issues involved, namely,
the loyalty and the support of thousandg of loyal Indians who have been
loyal for generations to the British Government, (Applause)

Mi, Muhammadq Yamin Khan: Sir, I co u]ate my Honourable
friend, Mr. Das, for making a candid confessibn thdt he was really mis-
taken on the last occasion when -the Regerve Bank Bill came before thig
House in 1928. I am very glad that he realises the loss which India has
suffered through his wrong vote and through the misapprehension under
which he voted at that time. (An Homourable Member: ‘‘“The only
vote! ’) The only vote was somebody else’s. Who that somebody else
is, the whole House knows. No need to say that he was the man who
came up at the last minute to give his vote. If we realise that by a
mistake we are liable to suffer a tremendous loss, we should be careful
to see that we do not repeat the same mistake which may bring the same
kind of loss in the future, so that we may not have to repent after five
years. Owing to the result of the voting last time, the Bill was with-
drawn and the Government did not make any motion. I wam my
friends against taking any precipitate action so that the Government of
India, not of their own choice, but by pressure from somewhere else,
may not be forced to act in the same manner on this occasion slso. (An
Honourable Member: ‘‘No fear from thig Assembly.’’) Certainly, but
there may be pressure from somewhere else on the Government which
may precipitate the same kind of action. We must carefully balance
what is good, whether we are going to get something in return. Senti-
ment is all right, but by merely acting on sentiment we should not shut
our -eyes to hard and real facts. We must be practical men. We must
see where is India’s greater gain. India’s greater gain must be our first
object. We cannot lose the greater part, simply because we want to
achieve a small thing. There is an Indian proverb ‘‘Ashurfian looten
koelon pur Mohur'’ which means, ‘‘You may dlstnbute sovereigns, but
you are very careful about spendmg vour charcoal ”’. You must not look
to the charcoal; you must look to the sovereign. Honourable Members
will be well advised to see that they do not run the risk of losing their
sovereign simply to save some charcoal.

Sir, this questlon has been agitating the country a great deal. I am
not going to impute any motives to anybody. T think it is the sincere
wish of evervbody to see that the Bill, as finally passed, is for the good
of the country as a whole. There is a difference of opinion. Some people
think honestly that a State Bank would be more useful than & Share-
holders’ Bank, and vice versa. I am not going to impute any motives
to people who hold different views from me. My Honourable friend, Dr.
Ziauddin Ahmad, may go to the extreme and say anything about the
Members who do not share his views. He may say that they have got
their conscience in Whitehall, or that they are makmg a present in the
hope ‘of getting something. That may be his point of view, but it is not
mine. If his taste allows it, let him indulge in it, but T will not go to
that extent. But I, would like to remind Honourable Members that
people are liable to change their honest opmton if thev are put in a
certain Committee. =~ Members may have certain grievances against
cértain people who may have not chosen to put them on this Joint Com-
miittee: otherwise thev may have chosen to change their opinion. I am'
not going to dwell on the point how people changed their strong opinions
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on the Ottawa Bill; I am not going to impute any motives to them that
they did so for the sake of being put on certain Committees. But I would
say that they had .greater opportunities to go into the matter more
thoroughly, and not because they had been put in there as a bribery..

As regards a Shareholders’ Bank, I ask, if the House have got no
confidence in the present Government, how will they have any confid-
ence in the reactionary body whieh is going to take the place of this
House in the future, which will be eomposed of 40 per cent. of Indian
States’ representatives. We may accuse the present official block for
voting always with the Government, but I may say that there are many
there who, if given a free hand, would vote with this side of the House.:
But that is the result of the party system. If the leaders of parties take
a particular decision, the rank and file have to follow them. In the same
way, Government back benchers have to follow the -dictates of the
Government whether they agree or not. I can say this, that the influ-
ence of a liberal minded Englishman is far healthier than that of the
reactionaries who will come from the Indian States.

Raja Bahadur G. Krishnamachariar: I object to that sfatement.
My Honourable friend has absolutely no business to make an imputation
like that. Let him wait until the representatives from the States come,
and he will find that they are far more advanced than most of the gentle-
men here.

Mr, Muhammad Yamin Khan: I shall be very glad if my Honourable
friend, the Raja Bahadur, finds a place and comes up as a representa-
tive of a certain State. (An Honourable Member: ‘“He will.”") I shall
then think that the States are really advanced and that they will be a
great asset to.India.. But, in the present state of affairs, while the repre-
sentatives from British India come bv election, there is no electoral
system in the Indian States and there is no Constitution. Unless a
Constitution is granted to each and every State, I cannot. hope for any-
thing better. There may be an electoral system in some of the States,
but what is that system? '

Mr. President (The Honourable 8ir Shanmukham Chetty): The Chair
does not think that that is relevant to the issue before the House. The
Chair allowed the Honourable Member to make a passing reference, but
he is now dilating upon it. :

Mr. Muhammad Yamin Khan: I stand corrected. I did not want to
dilate on this matter except for the interruption which I had from this side.

Raja Bahadur @. Krishnamachariar: It was provoked by you.

" Mz. Muhammad Yamin Xhan: I cannot see haw my. friends can place
more confidence in the future. Now, Bir, the interests of India, I think,
can be well served and safeguarded by the people who will sit in the
Reserve Bank as Directors, on the votes of people who will have some
kind of interest in giving their vote. Everyman who invests his money
will think twice to see that his money is not lost. He will be carful to see
that the man, in whom he is placing his confidence, works in the best inter-
ests and gives him a good return for his money and that his-money is safe.
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The only point we have to see whether it is in the-interest of India or.in the
interest of a few shareholders. We have done our best. We have fought to a
sréat extent that the shares must be of a such a small amount that it can bé.
ﬁétﬁbuted‘ widely, and all over India, so that everybody may be able
£ purchase them and they may not be concentrated in ome hand.:
AltKungh the Lordon Committee had agreed to Rs. 500 share and iwo.
shares as the value for one vote, I can say it was only a compromise. "There
were some people who were opposed to it and my friend, Diwan Bahadur
Ramsswami Mudaliar,- will bear witness that he and I were the persons
who fought for Rs. 100. If we agreed to Rs. 500, that was a mere
matter of compromies, not as & matter of agreeing to any principle. 1
am glad that the Joint Committee of the two Houses had redreased that
gricvance and correctes that mistake. Now. the distribution will be very
wide and people in India will have a great voice in the Shareholders’ Bank.
In this connection my only grievance was when I heard some pecple
saying that 25 per cent. shares must be held by Englishmen and 75 per
cent. by Indians. I was grieved to see that the people who were advo-
2aling tms clauxe were anomalous. Their actions were mot correct. Now,
I can prove it in this way. India is divided into different circles.
Taere is the Northern Circle which comprises United Provinces, Delhi,
Punjab, North-West Frontier Province, Baluchistan, Kashmir States, Punjab
States, Rajputana States and the Gwalior State. This Delhi circle has got 8
population which comes to 80'4 per cent. and they have been allotted
only 80 lakhs out of five crores of rupees, while the Western Area, of
which the Bombay Presidency is the main part, comprises an area of
19°5 per cent. only and this area had been given ome crore and 65 lakhs.
that is more than double. Madras has alsc its grievance. The Madras
area, which has 16°5 per cent., and whose due share is 82 lakhs, has been
given only 50 lakhs. Now, Sir, our share of the Delhi area, aceording to the
population basis, is one crore and 52 lakhs, while we have been allotted
only 80 lakhs. With great difficulty I have been able to get one crore
15 lakhs by the Joint Select Committee. These gentlemen. say that
Indians should get all the shares and, in the same breath, they gav that
one-third of the population of the Northern Area is incapable of subscrib-
ing to the extent which is their due. If they say this, they are only
vefating their own arguments. Now, Sir, those gentlemen who are speak-
ing for the Bombay and Bengal Areas do not concern themselves about
the people living in those two Presidencies, but they are only looking to the
big towns of Calcutta and Bombay. Against Bombav and Calcutta. I
ean put up such places as Delhi, Lahore, Peshawar. Rawalpindi. Simla.
Lucknow, Cawnpore, -Benares, Allahabad, Agra, Ambala, Meerut, Bareilly,
Amritsar and other big towns. There are seven cities in the U. P. which kave
got a population of more than a lakh of population. Although the people
in the Bombay Presidency may be under a misapprehension that they
have got a bigger urban population, but it is only 93 lakhs. while the
Northern Area has got an urban population of one crore and 383 lakhs. The
Calcutta Area has got only 48 lakgs of population. This means that it
is nearly half of the Bombay urban area. If there is any justi-
flcation to give the Calecutta Areas something which they deserve on
gocount of the population basis, if we take away Calcutta from the Bengal
Area, then I want to know what is lett of the Bengal urban population.
Are those people besides the Caleutta people better off than the northern
people in their monetary and financial condition? Could they subscribe
more than the people living in the Punjab and the Unitad Provinces and
in the !gdim States can subscribe? I doubt it very much; they cannot,
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And this injustice has been done by the :Honourable Members by over-’
saght, I do not say deliberately, but some people in their -zeal were  of
the opinion that the people in urban areas would, in the main, be uhle to
subscribe and not the people who lived in the rural areas. I say, Sir,
that I want this Shareholders’ Bank on one principle. and I am.
ready to support the' Government only on one principle: I. want that
the Shareholders’ Bank shall be subscribed to ~ by -the people of India as
& whole and not by the few people living in a few big towns only. Full
opportunities must be given to people who are living in the villages, in
the districts and in the smaller towns and who are engaged in multifarious
professions, ‘agricultural and everything else, to subscribe tc this Bank, and
it should not be:wonfined to the big millowners ¢f Bombay and Calcutta.
If this is the indeflying principle which induced me to vote for a Share-
Holders’ Bank, then I can never agree to the principle that one-third of
the whole population of India cannot subscribe to one-third -of the-ertire
capital of the Reserve Bank. 1 would request Honourable Members to
accept this amendment which I am going to hand in later on that the
Northern Area should be given what is its legitimate due. -If, of course,-
it is found that the Northern Aréa is incapable of subscribing to what is-
allotted to it as its rightful share, then that may be allotted to the other
areas and I shall have no grievance, but I am not ready to ‘accept the
theory that: this Northern Area cannot subscribe to the full amount whica
may be allotted to it. Sir, I was sorry and grieved that my two friends
who came from the Punjab did not support me in this matter on the Joint
Select Committee. (4n Honourable Member: ‘‘Who are they?'’) I need
rot mention their names. Honourable Members surely know the names
of the one or two Members from the Punjab. One of these Honourable
gentlemen went to the extent of saying that this Northern Area could not
subscribe such a big amount, and, at the same tirne," he was the man

Diwan Bahadur A. Ramaswami Mudaliar: Sir, those are details which
happened in the Joint Select Committee and thev should not be referred
to on the floor of the House. Tt is not proper, I submit, to try to show
how the voting went in the Select Committee. ' :

Mr Muhammad Yamin Khan: If my Honourable friend thought. ry
proper to refer to what happened on the London Committee on which he
sat, it does not lie in his mouth to object . e

xr. Pmddqnt (The Honoursble Sir Shanmukham Chetty): It is not
proper to mention on the floor of the House how particular Members voted
in the Select Committes. ‘ ‘ a g

. ;r. ltnlu_mmad quin Khan: I did not 8ay, Bir, how they voted
['said that this contention of mine was not supported by certain ‘Members-
and there was no voting question. There was in fact no voting, T cant
assure you. The only point wag that I raised ' thig point and 1 did not
find any support from them. T onmly said ‘that one Honourable Member
2ot up and-said: ‘‘We cannot subscribe to this amount’’. Yet I found
that he was the loudest- champion of having this 756 per cent. for ' the
Indians. - Now, how tan you give that to the Indians when vou do neé
Ie;vq -them the _Opportunity ‘to ‘purchase the shares?. So it was an abso-;
utely anomalous position taken up by the members of that Committee.
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Oaptain Sher Muhammad Khan GakliasNonsirated Noii-Official) - They
want it -only. for the capitalists. : '

—

< 'Mr. Mubammad Yamin Khan: They want that only the capitalists of
Bombsay ard Caleutta should subscribe to this Reservd Bank amd not the
agriculturists snd other peoples of t}e Punjab and the United Provirces.:
Now, Sir, I had a confession from the Honourable Member from Burma
when ‘he said that they had got no money to subscribe. ©~ Now. the Burmese’
were given Rs. 80 lakhs to subscribe, while their share on. the population’
hasis comes to only Rs. 21 lakhs. If ‘they are incapable of subscribing:
to what is even their own share, then I do not see whv anv share should
be taken away from the United Provinces and the Punjab and allotted
to Burma. because no other area is suffering except the United Pro-
winces. = : :

' U Ba Maung (Burma: Non-Europesn): Burms 'is.r'ea;ly to give it-
bhack to you. ’ .

Mr. Muhammad Yamin Kban: 1 shall be very glad if my Honourable
friend will support me when that amendment of mine comes up. On this
point I am convinced. that the shareholders will exercigse their influence a
great deal on' the  management of the Bank-—and the shareholders are
the only possible constituency which can look to the interests of the
Reserve Bank from the Indian point of view. 1 believe that these people,
whe are living in all -the villages and are spread over all parts of the country
will exervise their influence in the direction of running this Bank on
the most. business-like lines, because that is precisely the constituency
which is to be expected to look at the problems with the greatest care,
because thav are directly affected. and not the constituencies from whith
some Honourable Membera of this House come to sit on and adorn these
Benches. 8ir, I do not think that in future the State Bank can be
snything better than a game of party politics; and, therefore, T want to
save it from the party politica of the future parties. and I think that
the monies of the people of India should not be entrusted to people who
will have no other mctive than to favour their own parties or not w favour
their opponents, and, in this view, I am convinced that the Shareholders’
Bank is the only Bank which ought to be set up. In this matter I was
supported not onlv bv the Members present here who were on that
Committee, but I found that a gentleman like Sir Purushotamdas Thakur-
das. who was a real opponent of the Sharcholders’ Bank some vears ago,
wag also convinced. and he said nothing in favour of a State Bank. He
did not oppose the Shareholders’ Bank. Sir, if T .might relate one fact,
T found him. to be in favour of the Shareholders’ Bank, not only in
T.ondon. but from the dav that we together left Bombav on the
8.8, “Rajputana’,” he was in.favaur of the Shareholders’ Bank. (An
Honoutable Member: *'Does he hold that opinion now?’’) He may or
mav not.. but. as Jong as we were there and .as lonc.as the deliberationa
went on, we wanted him to throw whatever light he could and he was
quite agreeable to-have the Shareholders’ Bank; and his views roustituted
a great deal of quiddnce for us, because whén we saw that s great previous
opponent. of the Shareholders’ Bank "was convinded in favour of a Shares
holders’ Bank. we thoucht there was nothing left in the contention for
boving &> Stete Bank at'that time:' " Thereféwe, 'we found thdt all Bensalble
. people were convinced at the time that a State Bank was not a feasible
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Bank I may even relate, for the mformatlon of thla Honourable Houae
—I am afraid, my friend, Dr. Ziauddin Ahmad, is not present now, as
atherwise 1 would _have reminded him of {—tbat there sat With' "the
Committee on this Bill the memberas of the other Committee as well and
attended the meetings and listened to the deliberations of this Committee.
They were not allowed to speak or to vote, but they were allowed to sit
there. Dr. Ziauddin used to sit next to me and he used to paint out
to me many matters which were either good or bad. His views were
always communiéated to me and he never, even for a moment, told me
that the State Bank was a feasible Bank and, therefore, I should vote.
for it and not for the Sharsholders’ Bark. In fiuct he “was also of the
same view, but I do not know under whose influence he has now become of
the opinion that a Shareholders’ and not a State Bank is in the intsrests
of this country. It can be said that the Members who are sitting on Gov-
ernment Benches might have been influenced by Whitehall, but I do not
know wherefrom the inspiration has come to those peop‘le who had no
judgment of their own at that time, and now they are simply following
the judgment of other people. (A4 Voice: “It is due to Delhi atmos-
phere.”’) If it is thought that ‘whatever opinion they were bholding in
London, it was due to the cold climate of that place, then I must say
that they are mistaken because the temperature of London was on occa-
sions 95 degrees. It wms a verv healthy climate and not a eold ond.
If the climate had anvthing to do with the change in their outlook. it
must be the depression and heat which thev felt after their return from
Simla. These people have changed their views, because thev read the
literature of some irresponaible people and do not wish to use their brains.
They want to live on agitation only. I do not blame these Honourahle
Merbers. 1 think thev are perfectlv justified in advocating the case of the
Sthite Bank. because there will be elections in the near future and thev
have the apprehension that the life of this Assemblv will be over after
the Simla Session. Thev want, therefore. to enlist the stpathv of a
certain section of the press which will extol them to be the real champions
of India. If thev want the acitation to be carried on for this purpose, then
I can understand their position and am prepared to give them some lati-
tude. because thev have not got a perfect hold on their constituencies.
But let me tell these Honourable Members that T am not at all affected
by the temporarv ugitation. As long as' T am here to represent my consti-
tuency, T must act in thelr best interest, whether they like it or not.

Dr. Ziauddin Ahmad: I rise, Sir, to mske a personsl explanation. 1
ragret that T had gonc out, and eould not follow the distinguished speaker.
I would like to point out that, at the very outset, when this Bill came
before us at Simla, I delivered the same kind of speech that I have deli-
vered here today. The Select Committee did net give any argument to
change my opinion. In fact, eleated Members of this House are against it.
As regards London, my Honoursble friend. ‘Mr. Yamip Khan. knows that
I was not a member of the Committee: I was only a visitor. Lala Ram
Saran Das expressed his opinion in favour of a State Bank I induced
him to put his opinion in the Report.

Mr. President (The Honourable 8ir Shanmukham Chetty): Why did not
the Honourable Member induce Mt Yamin Khan? ' ’

Dr. Zisuddin Ahmad: He thanges 'his opinion like Bir George Schuster.
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Mr. O. S. Ranga Iyer (Rohilkund snd Kumaon Divisiong; Nog-Myham-
adan Rural): As & reference has heen made to a Member of the Council
3 ‘State, who is not present in this Housge, and as I was trgvenmg with
Mr. Ram Saran Das in the éama hoat, ] am in & position to state that
wisdom did not dawn on him because of the inspiration of the Honpwable
gentleman to my right. o T,

_ Mr. Muhammad Yamin Khan; It may be so. My friend has said that |
would change. like the flower that cha.nge.&. ite face with the sun or I
would change my views simply because Bir George Schuséer thinks tha
way. 1 would do nothing of the kind. I have criticised the giving of
these 80 lakhs, and the members of the Joint Select Committee know
it very well. Sir, let me tell the House that where I feel strongly nothing
¢an induce me to change my views, whether it be Sir George Schuster
or the Viceroy. Once I am convinced of a thing, I will stick to it to the
last. No temptation or fear can make me change my view. Neither the
jeers or the taunts of my friends on this side of the House, nor the
admiration of my friends on the other side can have any effect op me. 1
respect my own convictions and that is the reason why I feel that a
Shareholders’ Bank is in the interests of the country and, therefore, it
must be supported. Dr. Ziauddin knows it very well that I was the only
man who stood up in the other Committee and tried to combine the
Hindus and the Muslims to put up a fight. I can assure him that no
temptation can induce me to give up my position when I feel strongly.
It is not my character, It may be the character of those people who
are always on the look-out to become members of some Committes.
People have changed their views on the Ottawa Bill simply because it
helped them to find their place on some other Committee. But he is
wrong when he says that I am of that calibre. I must defend myseli
and I am sorry that I have generated some heat, but if I had not taken
up the challenge, it might have been thought that I sccepted his state-
ment. But I am ready to fight this thing out before people who are in the
know,. and they will bear me out that T am right and that he is wrong. On
many occasions it has happened to me in my profession as a PBarrister
that my clients wanted to put certain questions, but as I thought that they
were not in their interests I did not do so. I simply refused to put those
questions. T had to look to their interests. I was appearing to safeguard
their interests and not to put questions which they wanted me to put.

. Mr. Pregident (The Honourable Sir Shanmukhsm Chetty): The Chair
thinks the Honourable Member has sufficiently vindioated himself and he
Gan now proceed with his speech.

Mr. Muhammad Yamin Khan: I am convinced, Sir, that the Share-
bolders’ Bank will be in the interssts of India on many grounds and I
would like to warn my friends that they must be guided by the balance
snd see what is good and what is not. Whether they actept ome thing
er the other, they should not precipitate something which they may kave
Yo repent later on. One point I would refer to in the speech of Sir
Cc_rwasp.Jeha.ngix_ and I support him in this respeet. He says that it
will be impossible for the Governnr General to refuse a united demand of
the Ministry for an amendment of the Bill later on. If the Ministers
sre convinced that a certain change is essential in she interest of India
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and if they feel that the Reserve Bank is not functxomng in the’ mterest
of India and if they feel that an amendment is necessary, the Governor
General will hive to give sanction and he cannot refuse it. I have also’
asserted this point on many occasions.” Even if it is said Govemor
General in his discretion’’ and ‘even if he receives inspiration from ‘the’
Secretary of State, he may not act according. to, thst inspiration, The
Governor ‘General is mot bound to consult the Secretarv ‘of State. He is.
the man on the spot and there may ‘be many ‘matters on which he is nok.
bound to consult the Secretary of State. Even if the Secretary of State
asks the Governor General not to give sanction for the introduction of.
amendments in the Act, the Goverror General might tell him that the.
whole Ministry, backed by the Leglslature. unitedly want certain amend-
ments and. therefore, he has to give sanction. Tf the Governor General
does mot " give sanction for the amendments, then the Legislature might
throw off the Budget, and it will make the position of the administration
very hot. If the Ministers put up a united front, supported by the Legis-'
lature, for the introduction of certain amendments in the interest of India,
the Governor General cannot refuse to give sanction. It may be a totally
different thing if the Ministry does not represent the views of the majority.

If the Ministry wants to bring in an amendment just to favour its own
Party, there will be the other Party in opposition who may not want the
measure. In that case, the Governor General will be justly right in
refusing to give sanction, because it would not be the view of the majority
of the Legislature to have amendments. It may be that the minority
temporarily in power may want the amendment. In all Constitutions a
safeguard is given to the head of the administration to judge whether a
particular view represents those of the majority in the country or not.
The Governor General, as an impartial man, will judge properly betweeun
the opposing views. It may be right to say that the Governor General
may be inspired from Whitehall, but eventually he will have to abide
by the united demand of the Ministry. The Government have already
had sufficient experience of non-co-operation by the people and if the
Governor General finds that his own Ministers, with a united voice, becomse
non-co-operators inside the Cabinet holding the position they do, it will ba
impossible for the Governor General to fight them .unless he introduces
martial law. The Constitution will not then function. So this is not a
point on which we should lay much stress. We must content ourselves
with being conscious of our own strength and not our weakness or the
strength of other people. I say, we will be sufficiently strong to ﬁgbt
against the Governor General. Tt is right that the power of movmg
amendments should not be given to private Members. If such power is
given to private Members, then, after two or three years, a private
Member may bring forward an amendment to the effect that the Bank may
be considered to be a State Bank. In such a case, is it not necessary
that proper safeguards should be made for the shareholders and that they
should not be left to the whims of the people who may be adorning these
Benches after three or four years? The power to bring amendments should
be vested in the hands of a man who really understands the position and
who is able to safeguard the interests of the people concerned and who
will receive representations from the people concerned whether a cbange
is desirable or not. Therefore, it is desirable that the Governor General
should have this power, -but there it a fear that the Governor General ma¥
not exercise it in the interest of India. I have already shown that that
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feur has no legs to stand upon. Therefore, 1:wholé-heartedly Bupport Sir
.Cowasji Jehangir on this point, but I do not agree with him in toto as
regards the ratio question. . ' .

1 must say frankly that my Honourable friend, Sir Cowasji Jehangir,
has been consistent throughout in his attitude on this ratio question. The
position he has taken now is the same as he took in the London Com-
mittee. He was of opinion that the prevailing ratio at the time of the
passing of the Act should be fixed upon. -My -Honourdble friend ‘would
remember that, at the fime whén this Commitfee was going on, there
was the World Economic Conference and we were mot sure what would
happen. Everybody was of opinion that the Government might be able
to change the ratio within this time. 8o this point was decided, because
nobody was certain what will be the ratio between the time when .the
London  Committee was sitting and ‘the timé when the Bill would be
introduced. Therefore, it was argued that it must be the rdatio at the time
when the Bill was introduced. The attitude of my Honourable friend has
‘been "consistent. Is my Honourable friend prepared to say today that the
ratio should not be 1s. 6d., but that it should be 1s. 4d.? If he is not pre-
pared to say 1s. 4d., then he ought to say 1s. 6d. His position does not
change. He knows that Government cannot continue to have 1s. 6d. for all
time. They have to alter it. If we change the 1s. 6d. ratio, what will be
the effect on the market? If, later on, when 8ir Cowasji Jehangir brings
forward a proposition to alter the ratio, I shall certainly support him if I
were convinced of the step he would take, otherwise I '.woﬂdpgppose him,
Because my fear is that people, who are carrying on trade at this time

¢ p x. With England and other countries and have placed their orders

* 7" on the basis of a ratio of 1s. 6d. and the goods have not been
supplied yet, will suffer. Tuke Delhi, for instance, which is & big market
and places a lot of indents with the firms in England.

8Sir Oowasji Jehangir: Does my Honourable friend realise ﬁhat; whafever

you may do in this Bil] is not going to have any effect at all? My Honour-
able friend is only beating about the bush. o

Mr. Muhammad Yamin Khan: I am coming to that point. 1 was
saying that the people have placed their orders on the basis of a ratio
of 1s. 6d., but if once the slightest indication is given by Government that
they are agreeable to a change even in this Bill, it will create a bad
effect on the market. People will cancel their orders, and prices will
come down or go up in certain respects. Many people will be ruined and
there will be many who will make lots of money. There may be people
who have got big capital invested in foreign banks and they will get 18
annas for every rupee overnight. They will become rich and all these
poor people who have placed orders will be ruined, because for every 16
annas they will bave to pay 18 annas and the loes of two annas on a
rupee will ruin many firms. 8o any indication of the kind from Govern-
ment will dlsturb_ the equilibrium and create false hopes and false fears.
I know that an indication in this Bill will not be final, but still many
people will profit. For instance, I will sell my lands and send the money
to England at 1s. 6d. and then get it back at 1s. 4d. 8o this will benefit

many people at the expense of others who will not be so alert. I
not, therefore, think that it is advisable for Governme el do

nt t give'any sort
of indication in this Bill. They may do anything, but ‘th(;‘g;vnmaty :t(:)p
speculation. Even if they have to ehange the ratio tomorrow, they must
say today that they are not going to change it; and han

it should be changed
only overnight. Because it is only the speculators who will gain and f!t‘texe
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poor people will suffer unnecessarily and be tuined. Therefore,’I am
gorry to say that unless I am convinced by further arguments later om;
1 shall have to vote against the amendment with regard to this point.
During the Delhi session of 1927 I was not 8 Member of this House,
but at that time I was of the cpinion that a ratio of 1s. 8d. was bone-
£cial to Indis, but I may say that at presemt I am convinced that 1a. 4d.
is and ought to be the real and proper ratio. But it would be impracti-
cable to express any opimion on it at this stage. It will have no effect
even if you put it in this Bill unless you alter the other Bill which was
passed in 1927. It has been explained by the Finance Member and it
has boen explained by the Committee also that they accept the 1s. 64. ratie
in the Bill on the full understanding that they are not going to confrm
she ‘action of Government in having brought that Bill or in any way to
support the Bill of 1927. It is a clear understanding and we are not
bound by the ratio in this Bill to support that Aet, but in this Bill we
cannot change that ratio as long as it stands and as long as it is the
de jure ratio of the time.

One Honourable gentlernan has stobd up for the stockbolders’ scheme,
and I see that that amendment will be ¢oming up. I do not think it
requires any great comments at this time and 1 think that scheme will
not find any support from any quarter of this House. A stockholder may
be a shareholder, but he will not have any vote and any voice in the
management of the Bank, and still his capital and monev will be invested
there. B0 we cannot support the idea that his capital will he invested
there and he will still have no vote. Therefore, it cannot find support
anywhere. I am glad that Bhai Parma Nand came out to support the
Shareholders’ Bank nnd I congratulate him on the fact that. in spite of
all the agitation he was giving expression to, what he was convinced of is
right, without being led or coerced by anybody.

8ir, I have to say one word more and that is about the point that people
who buy one share of Rs. 100 should not have a vote, but pesple who
take five shares will get that vote. On that point I would have greatly
liked that the poor people, for whom I have stood up from the very
biginning and who will buy one share of Re. 100, should be allowed one
vote. As & matter of fact, I was of this opinion in the beginning and
in London, but after great deliberation and after counting up the probable
figures of voters, I found that the election would become a farce and,
a3 Dr. Ziauddin Ahmad has said. the people will not exercise their vote
as the small shareholder will not take interest or the trouble to attend
meetings. He will not travel from place to place and spend money,
but will simply send his proxy. We should see that there is real and
effectlvg voting. A man, who has a 100 rupee share in the Delhi Ares
and resides in Allahabad, cannot afford to come to Delhi and so he will
simply send in his proxy: and I say that we must reduce this proxy system
to a minimum and this can only be done if we give voting power to the
man who holds a larger interest. So I think a man, who holds Rs. 500
worth shares, will have. greater interest rather than the man who holds a
Rs. 100 share. Also, if you give the vote to smaller shareholders, the
electorate becomes very vast and it will be next to impossible to have a
proper election, and people wil come in simply through agitation and pro-
paganda and not real busineskmen whom we want. Therefore, I think
the 100 rupees scheme is not reslly in the interests of the country and will
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not attract good .Directors. We. want: vly the- bedt shitn and thay will
come in only thtough larger shareholders. :

As regards Re. 20,000 limit, I was of that opinion and I am still of
that opinion. and, if that amendment comes in, I. will certainly support
it; but my condition is that I must find response in other matters: they
cannot curtail anybody’s rights, and if they are ready to curtail the righte
of the Northern Area, I will conclude that they are not sincere. If they
are ready to support me, I am ready to support them; but 1 will first of
all see whether they act and vote in the larger interests of the people as
a whole. :

As regards this 75 per cent. for Indians and 25. per cent. for Europeans,
1 am not ready to :accept that the number of Indians should be only 756
and not 76 (An..Honourabls Member: ‘‘Minimum of 75.”’): in practice,
it is impracticable: -supposing shares Nos. 1 to 76 .are given to Indians
and Nos. 76 to 100 are given to Europeans and they are told they cam
transfer only as between themselves, Indians to Indians and Europeans to
Europeans, it may happen that an Englishman may wish to sell to an
Indian and an Indian to an Bnglishman: Bupposing today’s closing shows
that shares Nos. 76 and 77 have been sold by Europeans to Indians and
25 Indians are ready to sell their shares: what will happen? There wil
be a clamour as to who has the first right to sell his shares and in every
way this will lead to all sorts of troubles and practical difficulties. I
cannot, therefore, agree to this on account of its impossibility in working
and I am glad that my friend, Mr. Mitra, also supports this view and that he
will not support this kind of amendment. Besides, this is not the time
when we should make any community unnecessanly hostile to us. The
Constitution for India i8 now in the melting pot and we want the bes.
of relations between Indians and Englishmen: but by this we will be
exciting the British nation without rhyme or reason and with no benefit
to us at all. It would merely make them hostile: the whole future depends
at present on the goodwill of the people who are going to make the Consti-
tution for us: we must try to get the goodwill of those people and not
makeo them hostile to us. It is impolitic to do sc and make them
unnecessarily hostilo to us. We must show that we are ready to co-operate
with them and we will not treat them badly when we have the power.
We gay, the London City wants this, Whitehall wants this: but how will
you treat the English who are living in India when you have the power?
Do you want to show that you are prejudiced against them from the
beginning? If you do so, how can you expect them to transfer their
rights to you? That is the real problem in India: if we are not to make
them hostile to us, we must show that we will safeguard their interests
as jealously a8 we wish them to safeguard our interests. We muet do
to-them as we wish them to do to us. 6o I support the consideration of
this Bill and I-hope that the Bill, as it has emerged from the Select
Committee, with a little amendment, as I have indicated, will be passed.

Some Honourable Members: The question may now be put.

6

Ir President (The Honourable Sir Shanmukham Chetty): The question
is that the question be now put. -

The motion was sdopted. '
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" 'The. Honourahle 8ir George Schuster:: Sir, I think, “after the speeches
thst we have listened today, 1.may dssume'.that the House wishes to
proceed further with this measure and that the actual motion which is now
‘before it will be generally sccepted. Therefore, no long. speech is required
‘from me at this stage, even if there were time available to make it. I
‘have, I think, been in a somewhat unusual position in the course of this
:discussion, for the House has been in a frame of mind in which it Las not
‘been contended that all who sit on that side of the House are angels with
‘shining wings and all who sit on this side are devila with an evil purpose.
In fact, I have had the unusual pleasure of listening to a rnumber of
speeches made by Honourable Members in all quarters of the .- House,
including those opposite to me, in which the points that I myself have had
down to make have been made much more effectively than I myself could
‘ever have donei In fact, Sir, in other words,—the words of my Honourable
and extremely learned friend, Dr. Ziauddin Ahmad,—I have come to the
‘conclusion that in relation to this debate, I am nothing more than &
‘nimboo-nichor.  (Laughter.)- I hope that 1 have used the nght word.
All I have done is in my opening address to squeeze a few drops, I hope not
%00 acid, into the general soup, and in return I have had a most magnificent
meal lasting for four days. But even so, there are a few things that I
must say, and I supposed that even a nimboo-nichor, when he takes leave
of his host, does say a few words before he pockets his lemon and goes off
to squeeze it into somebody else’s soup. o o

Now, 8ir, I do not propose to follow the methods of the various Members
who have spoken,—some have been grave, some very gay, some extremely
‘eloquent. My friend, Mr. B. Das, complained that he missed the twinkle
in my eye when he was speaking, but I assure him that it was there when-
ever he said anything worthy to evoke a twinkle. My friend also complained,
on the first day, that there was a lack of fire in this debate, but I think
that even he must have been satisfied today, snd for my part I do not
think that this is an occasion to weary the House with any long oratorical
performance. Nor do I claim what my friend seemed to think that I might
claim to earn a lasting name for my connection with this measure. Sir,
this is a business proposition, and we have got to consider it in a business-
like way. I think that it has heen considered in an extremely businesslike
way, and I should like fo pay a tribute to the House, a tribute that I have
already paid to the Committee, for the manner in which they have dealt
with this measure. It has been customary on the lines of what my friend,
Mr. B. Das, said, and on the lines of certain articles in the press, to compare
this occasion with the last occasion ¢n which a Reserve Bank was discussed,
very much to the detriment of the present occasion. I venture to take
en entirely different view. I think that on this occasion we have approached
the matter in a businesslike vay. We have attempted on all sides of the
House to get the best measure that is possible, and I hope that we are
going to differ from the last occasion in the most importent way of all
namely, by producing a practical and constructive result. I venture to
think, Sir, that the country will be grateful to this Legislature for its work
in this matter.

Now, 8ir, there are perhaps four main points on which I ought to say
something, and I wish to touch upon them in no sort of controversial spirit,
for I have never looked upon this measure. as a matter of controversy, and
I would like Honourable Members to believe that, sn far as I have had
anything to do_with it, and so far as I shall be handling it in the future,
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1 have really onl)lv two things 1n view, first of all o -do. what:1l can to-help
mn producing & bank which will work well in the future, and secondly to
co-operate with this Assewbly in gaining s good name for itself by ite
statesmanlike tréatinent of the present problem.

Now, Bir, the tirst main issue that has been raised has been what I
wmignt deseribe -as. difliculties arising out of the constitutional position. Those
have been go ably dealt with already today, particularly by my friend, 8ir
Cowasji Jebangir, and re-inforced just now by Mr. Yamin Khan, that I
really .need say very little about them. [ had thought myseli at the
beginning that a good deal would be said an this matter, and 1 can quite
understand that Homourable Members sitting in this House and thinking
of she future might say to themselves, ‘‘Here we are passing -a Imeuasure
which is going o be built in e8:an essential part- of the framework of -the
new Constitution. Until we-see that new Constitution, and until we see how
the Constitution Act iteelf will pick up eertain features of that measure and
make them foatures in an Act of Parliament which we cannot ourselves
alter, until we see all that, we -ought not to be asked to proceed with this
measure.’’ That, Hir, I think is a perfectly logical attitude. It is an atti:
tude which, if I were an Indian, I shoutd -have very setiously considered.
Buk is it a practieal attitude? Is it really going to achieve any good; if
you wait, what are you geing tc achieve, if you wait what are you going to
lose? I think you will achieve nothing and you will lose a very grea: deal. We
want to get on with setting up this Bank as early as possible. We cannot
say exactly when that will be, but at any rate, this measure must be passed
tives. . . We want as early as possible to get this Bank into being, so that it
may be well established and functioning successfully before the new Consti-
tution comes. Therefore, I would reply to Honourable Members who feel
these doubts, ‘'by ‘waiting you will lose the chance of all that, and, as I
have said, I cannot see that you will gain anything, for I am oné of those
who' entirely share the view expressed by my friend the léader of the
Independent Party that, in the future all those safeguards that you fear
will be of very little effect, unless perhaps occasions arise, when you your-
selves may be glad of them, to save the country from really unwise action
by a Government that may be holding power temporarily. I believe that
you will get all the power that you need, all the power that you can want;
and in those circumstances, it seems to me that the only statesmanlike
way is to proceed with this Bill and do all you can to make it a good
measure °’.

‘Then, 8ir, there is the next big issue, the issue of the State versus a
Bhareholders' Bank. That has been very fully discussed, and I hope that by
now a.very vast majority of this House is convinced on that matter. If
seems to me that a good deal of play, misleading play, has been made
over the expression ‘freedom from political influence’. Honourable
Members have gaid they appreciate that principle but that the principle
iteelf will be violated if the Governor General is there to exercise political
influence from another country. But that, to my mind, entirely misses
the essential point. What we have always meant in our own minds when
we have talked about freedom from political influence is that the Bank
should be set up as an authority which can stand up and take an indepen-
dent Jline vis-e-vis the Government of the day. My Honourable friend,
Mr. Neogy, quoted .from what I myself said at Simla on this matter,
where I pointed out in the simplest possible terms that we want to create
».position where the Government as the chief user of money in “the ‘couttty
should not iteelf be the authority which has the control of the creation

- ]
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of money. When it wants to get money it ought to have to go to an
independent authority and make out its case just as any private individual
has to do. It ought to maintain a sound position and not be able to
reinforce its position by turning on the printing press in case of need.
That, Sir, put very simply is the essence of the position, and what we have
felt is that unless you set up a bank on a shareholder basis you cannot
be assured of creating and maintaining that position. I think that very
simple issue is the one on which this part of the Bill ought to be tested.
It is no answer to that to say that political influence will come in via
the influence of the Governor General. 1t is quite true that Honourable
Members may regard the Governor General of the future as a political
individual inasmuch as he will have to listen to what the Secretary: of
State. says to him. But thut is an entirely different kind of politicul
influence from that which it is the essential purpose of this measure to
guard against. I think, moreover, that it is proper to regard the Governor
General a8 a head of the Government and as fulfilling the role which in
many other bank statutes the head of the Government has to fill. Anyhow,
the essential purpose, whatever the objections may be to .the position
of the Governor General—the essential purpose cannot be achieved unisss
we set up a really independent authority. My Honourable friend, Mr.
Mudaliar, hit, I think, exactly on the head the nail of the difficulty in
the other case when he pointed out that the essential difficulty as regarde
s State Bank was how the Board of Directors was to be elected. My
Honourable friend, Mr. Neogy, in answer to him said that he had proved
too much, and then I think he promptly fell into the same error himself
because he quoted from a book which advocated not merely that -the
Central Bank in a country should be a State Bank but that the whole of
the banking organisation of the country should be socialised. I do not
think that there are many Members in this House who wish to go as far
as that.

Then, Sir, the third main issue is this question of the ratio which many
Honourable Members have touched upon in their speeches. I do not
intend now in the short time at my disposal to deal fully with that issue.
It Honourable Members insist on discussing it, I shall have to say some-
thing because there is a great deal to be said on our side and I cannot
allow the sort of statements that have been made to remain unanswered.
But for the moment I only want to say very little. I want to address
my remarks, in the first place, particularly to my Honourable friend,
Dr. Zisuddin Ahmad, because he put a special challenge to me. And
there is another reason why I do so. My Honoursble friend—I hope he
will cxcuse me for being personal in this matter—my Honourable friend
has on many occasions shown us in this House that he is one of those whe
approaches problems with a completely independent mind. If he is con-
vinced, he does not mind getting up and saying that he has been in the
wrong. He thinks out these problems for himself and I want to ask him
to turn back to this problem and think it out again for himself. In the
first place, I would ask him, and I would ask the whole House to realise,
as I am sure that in their minds they really do, that we on this side in
maintaining a particular policy are neither crass fools nor wicked knaves.
I think they should do us the credit for assuming that in taking the line
that we have done we have been influenced by serious considerations and
there must be a great deal to be said on the other side if we maintain this
line in spite of a good deal of criticisin. ' ' :
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The next point I wsnt to put to my Honourable friend as @ scientist,
that he will appreciate, is that you cannot make something out of nothing.
and that if by changing the value of your unit of currency you are going
to benefit a certain class you must simnultaneously do something to pre-
judice another class. I would like to ask him to consider this whole
problem on that basis considering where the benefit would come and where
the corresponding loss would oceur. There are no magical remedies
possible in this world. You ocannot make something out of
nothing. You cannot increase the country’s wealth by merely changing
the value of the unit of ite currency; all you can do is possibly to alter
the distribution of that wealth in the country.

The third point that T would put to my Honourable friend is to sit
himself down and consider the case of typical cultivators. I presume that
he has the case of the cultivators chiefly in his mind. Let him go into
their position and consider exactly how they would be affected if he
were to change the value of the unit of currency. 1T should be very pleased
to set him a little examination paper on that subject and give him ques-
tions to which he is expected to supply himself with an answer, and I
venture to think that he will come out from answering that examination
paper in a very different frame of mind to that in which he spoke the other
day. '

The last point that I would put to him is the effect of any change of
this kind on the country’s balance of trade, or on the country’s balance of
payments, for that is the point on which he specially challenged me. My
Honourable friend stated it as axiomatic that as soon az the gold
exports from this country dried up we should be left in a position in which
we should have no favourable balance of payments sufficient to meet our
external obligations; and he advocated a change because he thought that
was the only way out of that particular difficulty. It is, of course, a fairly
well known experience that when any sudden drop in the value of a coun-
try’s unit of currency is made it tends to stimulate exports from that
country and to diminish imports. But that is a very temporary effect;
it offers, it can offer no permanent solution. But as to the need of even
a temporary measure of this kind to save India from disaster, I would ask
my Honourable friend to examine the actual facts of the position, and I
think he will find that he has taken much too pessimistic a view. It is
quite true that last vear when we had a very large volume of exports of
gold to swell the favourable balance of payments of the country the actual
favourable balance of trade in merchandise was not more than Rs. 3 crores;
but that is largelv because the ecuntry having foreign balances available
from the sale of gold was able to bring in imports in larger proportion to
its exports of merchandise than would otherwise have been the case. If
my Honourable ‘friend will examine the figures for this year he will find
that in the first seven months to the end of October this year the favourable
balance of trade in merchandise has been about Rs 20 crores, so that even
though the country still has a very large favourable balance of payments on
account of gold and therefore might be expected to be importing merchan-
dire out of proportion to the exports of its merchan-
dise, in spite of that fact the normal state of affairs seems to be re-asserting
itself and it looks as if we shall end up the year with a favourable balance
of trade in merchandise of Rs. 85 to 40 crores. That being 8o, the
desperate position to which my Honourable friend referred certainly looks
like being averted by natural means. I would ark my Honourable friend
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to consider these points and I would ask every other Member of this
House to consider them. As I have already said, I do not wish now to
enter into full argument on the issues. I only wish Honourable Members,
if they wish to argue the case in future, to do so in a fair spirit and to
recognise that there is a great deal to be said on both sides. Then, Sir,
my Honourable friend, the lLieader of the Independent Party, raised.the
same issue in & different way. He is more concerned with what ought to
be the legislative provisions in this measure. Now, as to that, I think
I made my position and the Government’s position perfectly clear. I am
not quite sure that I followed what my Honourable friend had in mind when
Jhe said that we ought to preserve the spirit of the agreement reached in
London. My Honourable friend went on to say that it was well under-
stood in London that no one on either side was to be finally committed
in any way by this Bill. That, Sir, iz exactly the position which I
attempted to explain the other day. The Bill picks up the provisions of
the existing law. It has to do that. Whatever we do, we must make it elear
that the provisions of the existing law are going to continue and, if we
were to adopt amy other course, we should be grosslv deceiving the publie,

because at present we have not the slightest intention of altering the
provisions of the existing law. If we seek to dlsqmse our intention by
turning those clauses into blank cheques to he given to the executive
Government, then I maintain that we should be deceiving this House
and we should be deceiving the public and we should be opening the way to
all those dangers which mv Honourable friend, Mr. Yamin Khan, so
clearly pointed out. We ask nothing frem this House "in the way of
further confirmation of the present position. We carrv the responsihility

and we cannot shirk that responsibilitv. As this matter has to come up
and as it must be incorporated in this Bill. we have taken the only honest

and straichtforward course and made it quite clear that. so far as we

can see. there is to be no chanege in the present position. That, 8ir, is all

that T need sav on that matter, but. before T leave it and turn to the

next point, T would like to mention somethine which connects what T
have just said with what T am coing to sav. We feel that we are taking
the right course. But. T wish no one to suppose that we do not fully
recognise the gravity of the present position. We recognise that steps
mav have to be taken to deal with manv difficult problems and the most
important and the most difficult problem of all is the increased burden of
the monev debts which lies unon the agricultural classes of this country
owitig to the fall in the prices of their produce. That. Sir, is a most
urgent problem. Tn a sense, it is not. so we feel, an immediately and
extremely pressing prob}em ‘because. in fact. the position at present is
that the full burden is not actually being felt bv the aericultural classes
for the simnle reason that thev are not meetmg the interest pavments
due from them. That means that there is a certain elasticity in the
present svstem which has to some extent relieved the aericulturnl classes
from the worst of the troubles caused bv the present fall in prices. But
that does not mean that the problem is not there and that it is not a
problem that requires most urcent consideration and mav require drastic
treatment bv the various Government anthorities in the countrv. We
believe that the best course will be to deal with that problem direct]v and
not indirectiv on the sort of lmes those who advocate changes in cur-
rency. hgve in mmd and that brines me to the last point with which 1
wish to dea¥. namelv. the line of argument used by myv Honourable friend.
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Mk Bitaramaraju, in advocating that this Bank should- at encé and
from the outset contain & rural-credit departiment. With the arguments
on which he supported his proposal, we inust all of us sympathise; but,
Bir, we must be practical, and T venture to think that those who imagine
that by creating a rural credit department in the Reserve Bank they would
mske any serious ‘contribution to'solving thé problem of rural indebted-
ness and rural credit are’ geriously deceiving thémselves. The problem is
mich larger than that. The rural mdebtedness of this country must be
something like 900 erores. The ecapital that could be put at the disposal
of the rural credit department of the Central Bank could hardly be more
than three to five crores. With that amount of capital,” you eannot pos-
sibly tackle that particular problem, nor will it be possible for a Central
Bank, put this proposal alone, even to get into touch with the problem,
because, after all, that problem lies in"the field of the masses of small
money lenders throughout the country who at present could not possibly
be linked up with the Reserve Bank. We feel that the problem 'nust be
approached from two sides; that action must be taken tunnelling from
both sides with the hope that the two sides of tunneHers will meet. But
it must first be taken up from the provincial side and somie sort of organisa-
tion must be created before it w§ll be possible for a Central Bank to get
into any direct contact with the problem. We are most anxious that that
problem should be studied and we believe that through the machinerv ot
this Reserve Bank you will have an organisation which can study that
problem from the top and hold out a hope to those who are working from
below, that there is some chance that if they work up they will find some-
thing to meet them at the top. But we do not believe that hv taking
hasty action now you will do anv particular good. My Honourable friend
quoted the experience of Australia, but he was onlv able to give us the
provisions of the Australian Act. He was not able to give us anv account
of how those provisions had worked in practice, and T would ask him to
remember that conditions in Australia are so entirely different to conditions
in India that, even if he had been able to quote Australian experience, it
would hardly have afforded a valuable parallel. In Australia, you are
dealing with a comparativelv small population of highly educated and
comparatively wealthy people, Tirgé formers who understand dealing
with banks and who can keep accounts. and so on. But even so I am
told by Sir Osborne Smith who has a verv wide experience of Australia
that attempts to form rurmal credit institutions have been on the whole
faced with terrible difficulties and on the whole singularly un-
successful. It is an extremelv difficult problem and the problem
in TIndia is quite different to that in any other country.

Now, Sir, that is all I think that I need say at the present moment.
We must look forward to further careful consideration of this measure
as we proceed with the later stages of the debate, and I can assure my
Honourable friends opposite that we shall deal with any suggestions that
they have to make with the greatest possible sympathy, actuated by only
one desire, and that is to produce the best possible measure; and if, out of
this measure, we can start anything which is going to help to solve, what
I have already said I regard as the greatest problem in India today, the
problem of improving the financial position of the agricultural classes,
we shall most certainly welcome the opportunity. (Loud and prolonged
Applause.)
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Mr, B. Sitaramaraju (Ganjam cum Vizagapatam: Non-Muhammadan
Ruraly: Sir, I do not wish to press my amendment to the vote in accord-
ance with the wishes of my Honourable {friends on this side who have
been pleased to give me support throughout their speeches for the point
of view I have taken. Whatever remarks are called for with regard to
the remarks which have now been made by the Honourable the Finance
Member, I shall put forward at the subsequent stages when the oppor-
tunity comes. With these few words, Sir, I do not press my amendment.

The amendment was, by leave of the Assembly, withdrawn.

Mr. President (The Honourable Sir Shanmukham Chetty): The
question is:

“That the Bill to constitute a Reserve Bank of India, as reported by the Joint
Committee, be taken into consideration.”

The motion was adopted.

The Assembly then adjourned till Eleven of the Clock on Friday, the
1st December, 1933,
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