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COUNCIL OF STATE.
Wednesday, 6th March, 1940.

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

Ed

QUESTIONS AND ANSWERS.
COMMUNAL REP;ESENTATION IN CERTAIN SEBV‘!.OES.

38. ThRe HoNouraBLE Mr. HOSSAIN IMAM; Will Govérnment
state whother there is rescrvation for communal representation in the following
services ? If there are no reservations, what are the reasons, and when was
the fact that there was no reservation notified ?

(a) Services.—Indian Medical Service, Indian Police Service, Indian
Audit and Accounts Service,

(b) Services under the following Departments—Imperial Council of Agri-
cultural Research, Indian Stores and Telegraph Engineering.

THE HoNOURABLE Mr. E. CONRAN-SMITH: The Resolution of the
4th July, 1934 regarding communal representation in the Services applies to
all the services mentioned other than the Indian Medical Service and the
Indian Police. A few miscellaneous posts requiring high technical or special
qualifications have been excluded from the scggle of the reservations under
paragraph 6 of the Resolution. The Indian Medical Service being a Military
Service is exempt from the provisions of that Resolution. * No specific pro-
portions have been prescribed for communal’ representation in the Indian
Police, as recruitment to this Service is made on a provincial basis. In order
that minority communities may secure adequate representation in the Service,
Provincial Governments propose, when necessary, the reservation of a suitable
number of vacancies for members of those communities. Provincial Gov-
ernments are also required to submit yearly a statement showing the figures
of communal representation in the Servioce.

CoMMUNAL PROPORTIONS IN DIREOT JRECRUITMENT AND PROMOTIONS TO
CERTAIN SERVICES.

39. Tae HonouraBLe Mr. HOSSAIN IMAM: Wil Government
lay on the table a statement showing the appointments made in services
mentioned in the preceding question between August, 1934 and December,
1939, giving communal proportions in respeot of direct appointments and by
promotion and the numbers in each oategory ?

" Tun HoNoURABLE MR. E. CONRAN-SMITH : The information is being
oollected ar‘a’d will be laid on the table of the Hcuse in due ocurse. e

( 166 ) . A
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ANNUAL RECRUITMENT OF APPRENTICES BY THE E. I. R. FOR THE RATLWAY
- TrOHNICAL SCHOOL, JAMALPUR.

40. Tee HoNoURABLE Panpir HIRDAY NATH KUNZRU : (a) Is
any proportion of the annual recruitment of apprentices for the E. I. R.
Technical School, Jamalpur, reserved for inhabitants of any province
or members of any community ? If so, will Government give full information
on the subject ?

(b) Are any vacancies reserved for the residents of the United Provinces ?
What ?is the number of such men selected as apprentices during the last five
years ?

(c) What steps do Government propose to take for the seleotion of
candidates in an adequate proportion from the United Provinoes, a very largé
part of which is served by the E.L.R. ¢

Tee HonoumaBLE SIR GUTHRIE RUSSELL: (a) Yes. In view
of the fact that the Bihar Government gave a grant in 1923 towards the capital
cost of the Jamalpur Technical School and have continued since then to

ive an annual grant each year, a certain proportion of the vacancies at the

amalpur Technical School have been reserved for Biharis. For the five
years, 1934 to 1939, one-third of the vacancies for Indians each year has been
given to Biharis. This reservation for Bibaris will continue for the next
five years subject to the Bihar Government having funds available to make
their annual grant. No other province makes a contribution towards the
annual cost of the School. Reservation is also made under the rules regarding
communal representation as applied to Railways. The percentage reserva-
tions are :—

Anglo-Indians . . . . . . . . . . bb
Muslims . . . . . . . . . . .19
Other minorities . . 1-5

Bihari Muslims count against the 19 per cent. reservation for Muslims.

(b) The answer to the first part is in the negative. As regards the latter
pert, Government have no information as staff statistios are not maintained
on a provincial basis.

(c) Government do not accept the policy of recruitment into railway
services on a provincial basis.

Tae HoNouraBLE MR. HOSSAIN IMAM: Why was the reservation
fixed at 19 per cent. for Muslims in place of the 25 per cent. as fixed in the
Government Notification ?

Tae Ho~NouraBLE Stk GUTHRIE RUSSELL : The total reservation
throughout India is 25 per cent. but it is impossible to give 25 per cent. for
each railway because, take the S. I. R. where there are very few Muslims,
we could not have got the Muslims. Therefore, each railway was given a
separate reservation to bring the whole up to 25 per cent.

Tue HoNouRABLE Mr. HOSSAIN IMAM : This is an All-India service
and not only for the E.I.LR.?

TeE HoNoURABLE SIR GUTHRIE RUSSELL : For the whole of India.
The reason for fixing the percentage at 19 per cent. for the E. I. R. is because
that is the correct proportion on a population basis. On the Nc W. R. it is
QO pgr cent. !
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TrE HoNouraBLE Me. HOSSAIN IMAM : Does this School take appren-
tices only for the E. I. R. or for all Indian Railways ?

Trg HoNourasLe Stk GUTHRIE RUSSELL : Jamalpur takes appren-
tices for the E.I.R. only.

TuE HoNoURABLE PaxpiT HIRDAY NATH KUNZRU : Is the Honour-
able Member aware that qualified candidates from the United Provinces
have very seldom been able to obtain any vacancies worth speaking of in the
Jamalpur school ?

, TuE HonouraBLE Siz GUTHRIE RUSSELL: I was not aware of
that.

THE HoNOURABLE Panpir HIRDAY NATH KUNZRU: Does the
Honourable Member remember that I drew his attention to it the year before
last ?

TurE HonouraBLE Sik GUTHRIE RUSSELL: It is quite impossible
to make recruitment on a provincial basis. We have already got Muslims,
Hindus, Anglo-Indians and other minority communities. The E.I.R. runs
through three provinces and a combination of all these circumstances would
make recruitment absolutely impossible.

THE HoNoURABLE Paxpitr HIRDAY NATH KUNZRU : Sir, it is not
my desire that Jamalpur should give preference to the United Provinces
candidate nor do I desire to ask that recruitment should be made on a pro-
vincial basis, but is it not desirable that recruitment should be made in such
a way that no province may find itself practically excluded year after year ?

Tae HoNourasreE Stk GUTHRIE RUSSELL : Sir, I should think it
is probable that the majority of the vacancies not reserved go to the United
Provinces because the Works are there or near them. Jamalpur is actually in
Bihar but Lucknow is in the United Provinces.

FOREMEN, ASSISTANT FOREMEX AND CHARGEMEN IN THE RAiLwiy WORK-
saoprs, Luckwow, E. 1. R.

41. Tae HoNouraBLE Paxprr HIRDAY NATH KUNZRU : (a) How
many supervisory subordinate posts of foremen, assistant foremen and charge-
men in the Lucknow Workshops of the E.ILR. are held by the residents of
the United Provinces and how many by non.United Provinces men ?

(b) How many ocandidates from the United Provinces were selected by
Government during the last three years for training in the Jamalpur Techni-
ocal School and ultimately posted to these shops ?

(c) Do Government contemplate the employment of United Provinces men
in these shops to a much larger extent ?

Tee HoNouraBLE Sir GUTHRIE RUSSELL: (a) Government have
no information as staff statistics are not prepared by provinoes.

(%) & (c). € yould: refer the Honourable Member to my reply to arte (b)
, and (¢) of his question No. 40. . )
A2

.
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FOREMEN, ASSISTANT FOREMEN AND CHARGRMEX IN Rammway WORKsHOPS
of THE E. 1. R. IN PosSSBSSION OF MECHANIOAL ENGINEERING QUALI-
FICATIONS.

42. TaE HoNoUuBABLE PaNDIT HIRDAY NATH KUNZRU : (a) How
many foremen, assistant foremen and  chargemen in the various E.LR.
workshops possess recognised Mechanical Engineering qualifications over and
above the usual technical school training ¢

(b) What special encouragement is given to these men to acquire these
extra qualifications and how are these qualifications appreciated by the
authorities ?

TaE HonoURABLE S1e GUTHRIE RUSSELL : Ihave called for informa-
tion and will lay a reply on the table of the House in due course.

STARTING SALARY OF CHARGEMEN IN Rarmway Worksaors or TaE E.L.R.

43. Tae HoNouraBLE Paxpir HIRDAY NATH KUNZRU: (a) Is
the initial starting salary given to chargemen in the E.LR. workshops
Rs. 100 or Rs. 120 per mensem at the discretion of the appointing
authority ?

(b) If so, what are the principles on which a higher start is given to some %

(c) Is the higher start mostly given to Anglo-Indians and does the
higher salary make them senior to those who are appointed on a salary of
Rs. 100 per mensem *?

Tue HoNouraBre Stk GUTHRIE RUSSELL: (a) The starting pay
is Rs. 100, 110 or 120 in the scale of pay of technically trained chargemen.

(b) The abilities of an apprentice in both technical and practical work
as well as his reports during the five years training.

(¢) No. During the last three years 13 ex-apprentices were appointed
on the completion of their training on a pay higher than Rs. 100, of whom
nine were Indians and four Anglo-Indians. Seniority is normally based on the
date of completion of apprenticeship.

TrE HoNoURABLE Mr. HOSSAIN IMAM: Are the chargemen taken
as apprentices ¢ Is the appointment made from apprentices ?

Tae HoNouraBLE Sie GUTHRIE RUSSELL: The idea in training
these apprentices is to fit them for posts of chargemen.

NUMBER OF QUARTERS RESERVED FOR SUBORDINATE SUPERVISORY STAFF
oF THE RAaiLwAYy WORKSHOPS, LILLOOAH.

44, Tae HoNourABLE PAnprr HIRDAY NATH KUNZRU : (a) How
many residential quarters in the E. I. R. colony at Lillooah are reserved for
the subordinate supervisory staff working in the workshop there ?

(b) How many of them are in the occupation of Anglo-Indians and how
many in the occupation of Indians ?

(c) On what principles are these quarters allotted to the staff ?

(d) Are Government a%are of the difficulties experienced by the lower
paid Indian supervisory staff of the Lillooah wotkshops in getting suitable
bouses? Do Government propose either to allot them gqudrters or grant
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them suitable relief in the way of a house rent allowance or afford them
facilities for building their own houses ?

THE HoNouraBLE 18 GUTHRIE RUSSELL: I have called for in-
formation and will lay a reply on the table of the House in due course.

TRANSFER OF THE TRAIN LIGETING SHOPS, LILLOOAH AND LUCKNOW, TO THE
CONTROL OF THE CHIEF MEOHANICAL ENGINEER.

456. THE HoNoumaBLE Panpir HIRDAY NATH KUNZRU: (a) Do
Government propose to transfer the train lighting section of the Lillooah work-
shops from the control of the Mechanical deparument to that of the Eleotricak
department ?

(0) If so, will the proposal involve the transfer to the ocadre of the
Electrical department of a number of men trained in the mechanical line who
have had no training in and experience of power house work 7 Will not
such a position affect adversely their future prospeots ?

(c) Do Government propose to consider the advisability of retaining
such men jn the mechanical line instead of transferring them to a different
line ?

Tae HoNouraBLE StR GUTHRIE RUSBELL : (a) A proposal is under
oonsideration to transfer the staff of the train lighting shops at Lillooah and
Lucknow from the control of the Deputy Chief Mechanical Engineer, Lillooah,
and the Works Manager, Carriage and Wagon Shops, Luoknow, respectively,
to the control of the Chief Eleotrical Engineer.

(6) The staff have been trained in electrical train lighting and there will
be no change in their duties nor in their legitimate avenue of promotion in
the train lighting group.

(c) Does not arise. : .

STATEMENTS, ETC., LAID ON THE TABLE.

TaE HoNoURrABLE MR. C. E. JONES (Finance Secretary): Sir, I lay
on the table a copy of the Central Government Appropriation Accounts (Posts
and Telegraphs), 1938-39 and the Audit Report, 1939.

GENERALJDISCUSSION OF THE GENERAL BUDGET FOR 1940-41.

Tae HonNoumraBre THE PRESIDENT : The debate on the Budget,
Part I1, will now prooeed. As usual I shall not fix any time limit but I will
leave that question to the good sense and sound judgment of Honourable
Members. I would only request that some of the Honourable Members will
not repeat their arguments as it will lead to a great saving of time, if they
will only say what they have to say and not continually go back to their
arguments as they have sometimes done in the past. I shall call upon the
Honourable Sir Jeremy Raisman to reply to the debate any time between
4 and 4-30 p.M., if not earlier.

Tre HoNoURABLE MER. C E. JONES (Financp Secretary) : With your
permission, Sir, I would like to tender to the House the apology of the Honour-
able the Finanpe Member for his inability to attend this discussion from its

* L]
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[Mr. C. E. Jones.]

beginning. He is engaged in the Legislative Asoembly at the present time
and intends to come to this House as soon as his duties there permit.

Tae HoNoumaBLE Sie A. P. PATRO (Nominated Non-Official) : Sir,
I offer my sincere congratulations to the Finance Member and the Finance
Secretary for the able and clear financial statement of the Budget and for the
lucid explanation of the defence expenditure, taking the public into confidence
in regard to many important matters relating to defence expenditure, the
circumstances for the modification of the Chatfield scheme and the financial
adjustment of war expenditure between India and Great Britain. These are
new features for which we should be very grateful to the Finance Department.

Sir, this is a war time budget. The war has placed a great strain on the
finances of India. Otherwise, we would have had a very prosperous budget.
‘We must be prepared for a greater strain yet as warned by the Finance Member.
Ras. 376 lakhs is the burden which this year we have to bear, and naxt year the
Indian revenue is called upon to bear Rs. 839 lakhs as a result of the settlement
between Great Britain and India in regard to war expenditure. The total
estimate of revenue is Rs. 85-43 crores over an expenditure of Rs. 9259 crores,
thus leaving a deficit of Rs. 7-16 crores. So far as we could see, the Budget
has been very carefully prepared. It is understood that the railway contribu-
tion will be allotted wholly to central revenues. This is as it should be. The
provincial share of income-tax, which was raised from Rs. 178 lakhs to Rs. 238
lakhs in 1939-40 is raised to Rs. 300 lakhs for the next budget year. Thus,
provinces are dealt with liberally though there is the modification of the
Neimeyer award which no doubt deprives them of a certain percentage of the
revenue. But that could not be helped as the entire revenue from the balances
from the railway finances goes to the general funds and it is only from income-
tax that the provinces have to share. But this is not to be regretted because,
in the provinces, during the last two and a half years, we have had the burden
of several new taxes imposed which is not for the benefit of agriculture or
industry or for the promotion of the economic interests of the people. It is
with a view to feed the fetish of a political stunt that the whole amount of
burden has been placed on the people. Sir, while we cry aloud that agricul-
ture and industry have been treated with scant courtesy during the regime of
popular Governments, still no adequate provision has been made for the im-
provement of agriculture or to help industry. S8ir, it wae expected that the
deficit of Rs. 7:16 crores would be covered by the proceeds of the railway
balance and excess profits tax, the principle of which has been accepted by all.
But it was pointed out very shrewdly by the Finance Member that our calcula-
tions cannot be certain. The Finance Member seemed to have more certain
data for arriving at the figure which he has arrived at. Therefore, the plan
to tide over financial difficulties was carefully prepared and clearly executed
without offending much the struggling industries and dislocating the economic
condition of trade and commerce. Consideration no doubt has after all been
paid to the great industries which are now under great difficulties. There is
no doubt whatever that as a result of the war, the export trade of the country
was largely encouraged. According to a report which appeared recently in the
Times of India, Indian exports to foreign countries were Rs. 350 lakhs over
and above what they were in the last year. The exports to the Dominions have
been very much encouraged. For instance, to Canada and New Zealand the
exports were about 100 per cent. more than what they were in the previous
year, and to South Africa and the African Colonies there was an increase of
about 70 per cent. in exparts. Thus we see that the Empu‘e‘ countries have
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been receiving exports from India though we have lost the export trade to
Germany and much to Italy. The depression that there was last year and the
year before last with regard to large industries has now happily gradually dis-
appeared and prosperity has just begun to rise. The war no doubt benefited
some industries and a few have made large profits. But most of them have
yet to make up the losses which they have sustained during the last two years.
The war benefited some industries no doubt. But other industries are not in a
position to lay by anything for their lean years. The compensation to labour
for rise in prices is a great disturbing factor to be taken note of.

Sir, I need hardly mention to this House that it is a very conservative
estimate of revenue which the Finance Department has made in connection
with the revenue from the excess profits tax. While in 1919, almost for one
Yyear the profits realised were about Rs. 9 crores, it is a very conservative esti-
mate to say that the Finance Department expects only Rs. 3 crores. It has
been explained elsewhere by the Honourable the Finance Member that he has
got more certain data and greater certainty as to facts for arriving at
the estimate which he has arrived at. He thinks that we, who challenge his
decision, are not right. Similarly, in connection with the customs revenue,
from the revised estimate of Rs. 50 crores there is a reduction to Rs. 46 crores,
thereby showing a reduction of Rs. 4 crores in the estimate of customs revenue,
"The reason for this is said to be that shipping facilities are not great and owing
to this imports next year may be affected and therefore it is desirable that there
should be a conservative estimate of the customs revenue. On the other hand
I would draw the attention of the Honourable Finance Member to the repeated
:assurances given by the British Ministers, down to the other day, in the House
of Commons and in broadcast speeches, that their first care will be to see that
exports from and imports into Great Britain should continue and will be safe-
;guarded and protected from enemy attacks. In view of that, the explanation
that this estimate has been made because of the fear of loss of imports is not
atall sound. On the contrary we find from the figures of imports for the month
of January that they are much greater than for the previous year. Bombay
leads in having imports for January valued at Rs. 710 lakhs against Rs. 544
lakhs in January of last year. Bengal follows with Rs. 551 lakhs against
Rs. 486 lakhs last year. Madras imports during January were valued at
Rs. 238 lakhs compared with Rs. 200 lakhs last year, and Sind imports were
Rs. 140 lakhs compared with Rs. 167 lakhs in January last year. Thus, we
find from these figures that the import trade has been carried on systematically
to a greater extent than in the previous year. Therefore it seems to me that
‘the estimate of Rs. 46 crores instead of Rs. 50 crores is not at all a correct one.
Tt is therefore necessary that this item should be revised. There seems to be
‘no reasonable apprehension for under-valuing and under-estimating income
‘under this head. But, Sir, the Honourable Finance Member has explained both
‘in the case of the excess profits tax and in the case of customs revenue that
‘they have got more reliable data available to them and hence their estimate.
I referred to the economic position of agriculture and industry. Some indus-
‘tries are not yet able to make up the ground lost in the depression. The
sources of revenue must recover strength and power to bear further taxation.
It will be necessary to consider the question of loans to meet the deficits. The
point is this. If agriculture and industry are not in a condition to bear any
additional burden of taxation, and if these sources of revenue are to be dried
up in this way, then is it sound financial policy that the whole burden should
be placed on this generation. Expenditure on this war is an insurance. It is
& capital investment. Why then should this generation alone undertake the
burden .Especmlly when it is unable to do so. The burden should be shared

(]
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by the future also. That aspeot should be considered. I know that the
Honourable Finance Member, in referring to this question of covering the
deficit in part from loans, expressed his opposition to the idea. Of course that
is the orthodox view, that this generation should bear the expenses of the war
and not leave it to the future. The idea is that we should leave a sound legacy
to the future.. I do not dispute that as far as possible the taxpayer of the day
should bear the burden and pay for peace and freedom from war. But this
war for freedom is going to benefit the future also. The expense is a sort of
capital investment. A line must be drawn beyond which the revenue account
should not be subjected to bearing the burden. Suppose again there is an
emergency arising tomorrow. Are agriculture and industry to bear the whole
burden ? What is happening in British and other finances. Even today it is
announced that they are going in for another loan of £500 millions to meet war
expenditure. That is a question that requires very serious consideration.
It cannot be that the revenue account should bear the entire burden. The
future must also share in it. Industry and agriculture are not now able to
compete with imports in spite of being protected in some cases. Where then
is the stimulus for improvement if you dry up the sources, especially those
which affect agriculture. The question has also to be considered whether
there is enough staying power at present in agriculture to bear a heavier liabi-
lity and whether it is feasible under present economic conditions. Taxation
is not the only method of raising revenue. Itis a matter for serious considera-
tion whether a loan should not be raised.

The other point is the extent to which India is involved in her external
defence. That requires careful scrutiny. The Chatfield scheme had the merit
of at least stabilising the defence expenditure, which was estimated at Rs. 45
crores. A doubt arises in my mind as to whether the Chatfield scheme has
been altered by the present arrangement. If it is altered, is it for the benefit of
India that the scheme has been so altered ? In the first place we had to criticise
the Chatfield scheme itself, and now the modifications seem to be worse. The
doubt therefore arises whether the present scheme is for the benefit of India.
India’s liability for external defence was fixed at the normal expenditure of

" one-tenth of the army. Should Indian troops be called upon to any greater
extent, observed the Finance Secretary in September last, His Majesty’s Go-
vernment will pay. Whenever any portion or the whole of India’s external
defence forces outside Indian limits are engaged in the discharge of India’s
responsibility for her external defence it is said that India should accept some
share of the cost. This is the result of the arrangement now come to that an
item of one crore of rupees has been provided for in the Budget for the year.
Sir, I stronglf' oppose the tendency to water down the Chatfield recommenda-
tions and I also oppbse the suggestion that India should bear any extra burden
on account of these external forces. The tendency to water down has been
known for some time but this modification was not expected. I hold that
India shall not pay for what the Imperial Government is liable. When those
forces are sent out of India India will have incurred great additional expendi-
ture for defence purposes apart from internal defence. This additional ex-
penditure would be part of the joint liability. I therefore hope that the Go-
vernment of India would not easily submit to any further liability in this mat-
ter. The extra cost of the external defence has to be borne by Imperial finances.
Those whose political faith is centred in the four pillars of Swaraj may not
trouble themselves to examine the advantages of this scheme. The total
amount of the net annual defénoce expenditure incurred in India during the war
will exceed the aggregate of items 1 to 3 stated in the Finanoe Memper’s speech.
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It will be recovered, if it exceeds items 1 to 3, from His Majesty’'s Government..
Therefore the whole aim is to limit India’s financial liability in connection with.
the war to such measures as are within her financial capacity. That is the-
statement of the Honourable the Finance Member. The members of the:
suicide club or moonstruck people and those under their influence may denounce-
Imperialism where there is none and also win the war by non-violence, but the
external defence is a reality vital for the protection of India’s millions from:.
totalitarian forces.

There is one other point, Sir, which requires to be placed before the House*
and which I am glad the Honourable Finance Member has already spoken to
elsewhere. In the absence of the right of voting on the Defence Budget, I
agree it is very desirable that the Government may appoint a special Accounts:
Committee on the lines of the Estimates Committee for purposes of controlling:
expenditure during war time and to ensure that the funds allotted for defence:
expenditure are properly spent and the division of expenditure between India:
and the United II{).ingdom is equitably made.

THE HONOURABLE MR. HOSSAIN IMAM: Committee of the Lower:
House or of both Houses %

Tre HoNoURABLE MR. P. N. SAPRU : I hope of the Lower House.

THe HoNoUrABLE Sik A. P. PATRO: Various counsels prevail and
therefore it is difficult to answer any question. The Committee should be left-
to the discretion of the Government—either it may be on the lines of the old
Standing Finance Committee or it may be an ad hoc Committee. But the
difficulty of an ad hoc Committee is that some of the financial problems cannot
be disclosed until a very late stage. Hence a Committee ofp the Legislature
would be more useful and perhaps would be preferable to an ad hoc Committee,

TaE HoNouraBLE M. HOSSAIN IMAM : Of the two Houses ?

TrE HoNOURABLE SIR A. P. PATRO : Yes. I submit therefore it will be
more useful and effective in the matter of watching the expenditure and con-
trolling as far as possible the expenditure especially during this war and later:
on the adjustment of the differences between England and India. But the
Honourable the Finance Member has stated yesterday elsewhere that he was:
going to take the question into consideration and consult the Members of the
Legislature. I hope he would not confine it only to the Members of the Assem-
bly but also include representatives from this House.

Onoce more I congratulate the Finance Department and its Secretary, but.
at the same time I wish that some of the points raised by me in connection with.
war expenditure and in connection with defence expenditure are looked into,
so that agriculture and industry in the present economic stage of the country
should not be wholly burdened but the problem of the loan policy should be-
seriously considered.

TeEE HoNOURABLE M. SHANTIDAS ASKURAN (Bombay: Non-
Muhammadan) : Sir, let me, in the first place, congratulate the Finance:
Member on the ability with which he has attempted to carry out his rather
unenviable task. None can withhold sympathy for the Honourable the
Finance Member in the unexpected circumstances he finds himself at the:
threshold of his new career. But he has displ#yed rare courage and deter-
mination in discharging +his onerous duties. While I admire hig financial

. .
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‘aoumen, I am afraid I cannot fully share his views and methods. He is
entitled to our co-operation and assistance ; but we are entitled to an effective
woice in the shaping of the budget proposals. He is not only a creature of
-circumstances but a part of the system within which he functions. My com-
‘ments therefore apply more to the system, and it is my considered view that
‘even within the system it should have been possible for him to take a more
‘popular view of the problems before him.

The Budget is no doubt dominated by the war. While I agree with the
contention that even neutral countries find their budgetary position disturbed
because of the war and therefore some adverse effects were inevitable on India’s
finances, I cannot agree as to the extent to which India is being asked to bear
‘the burden. To some extent, the Finance Member appears to have ignored
both geography and politics. The war is not being fought on the geographical
frontiers of India, nor yet even on the military frontiers as recently defined.
“The safety of India cannot be said to be in actual peril in spite of the black-
-outs and other A. R. P. measures undertaken in Bombay and other port
‘towns.

Apart from the geographical factor, was it right of the Finance Member
‘to have ignored the serious political results that will inevitably arise from the
budget proposals involving crores of additional taxation ¢ The declaration
of India as a belligerent country without consulting the people has already
led to a sharp protest from the best organised political party, and the sincerest
-efforts of His Excellency the Viceroy to rope that party in the common task
-of fighting the enemy have not met with any degree of success. This therefore
‘was the time for the Honourable the Finance Member of the Government of
Indin to be most circumspect and to avoid giving any handle for a country-
wide agitation. I still hope that the situation is not irretrievably lost, and
am confident that if the Honourable the Finance Member could modify his
iproposals of taxation and if His Excellency the Viceroy on his part would
-make another bold effort to bridge the gulf, India might be saved of a war
“within war and our common enemy would be crushed.

8ir, before I refer to the details of the budget proposals, I shall deal with

‘the new theory of joint responsibility regarding the external defence of India.
"This theory, if it is to fructify and be enduring, must be based on mutual
‘confidence and trust. The Finance Member has alluded to the contribution
‘made by His Majesty’s Government on the lines of the Chatfield Committee’s
‘recommendations. But 1 ask, Sir, where was mutual trust and confidence in
~oomposing the personnel of that Committee ? There was not a single Indian
"who could be trusted to know the policy underlying those recommendations.
Further, the Report of the Committee is a document shrouded in secrecy,
:if not mystery. In the circumstances, I hope my comments will not be con-
-gidered unjust. So far as I can see the theory of joint responsibility of the
external defence of India as arising from the Chatfield Report has been laid
bare, for the first time by the Finance Member. But, may I ask whether
it has not been the fact that India has shared this joint responsibility of de-
fending the Empire in the past ? And is it not true that what India is now
called apon to do is more for the sake of defending the Empire than for the
sake of defending her own frontiers ¢ If this is true, the contribution made

by His Majesty’s Government for the modami.uin? of the Indian Army should

not be treated as a contribution to the defence of India but to the defence of

the Empire. Viewed in ite correct perspective, this new departure in Im-

perial pokcy, though it may be regarded as welcome on its own merits, cannot

L]
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be taken as an act of special grace done by the ruling country to us. On the
other hand, this arrangement makes patent the hitherto concealed fact that
the Indian Army has always been a part of the Imperial Army required to
serve at any time for Imperial defence. In other words, if the defence ex-
penditure of this country were strictly limited to her own defence, it would
be on a far different scale.

Sir, with this background let us consider the figures presented by the
Honourable the Finance Member. The additional expenditure on account of
the war during the current financial year and the coming year is Rs. 12 crores.
We budgeted for Rs. 45-18 orores as our defence expenditure for 1939-40,
and if we take that as the basis, we find that there is a net addition of Rs. 376
lakhs in 1939-40, and of Rs. 824 lakhs in 1940-41, or in other words, an addition
of Rs. 12 crores. This does not take account of the increase noticed in Civil
estimates due to the war. Moreover, there is the ominous warning that there
are many unocertain factors which cannot be calculated beforehand, and,
therefore, we may find that the expenditure has gone beyond the estimates
at the end of the year.

I have so far discussed the desirability of the additional expenditure and
estimated the extent of the expenditure in which we are involved. I now
propose to refer to the various measures by which the Finance Member pro-
poses to find these resources. He has taken credit for more than Rs. 5 crores
of improvement in revenue during 1939-40 a part of which has been credited
to 1940-41. The remaining Rs. 7 crores is proposed to be realised by addi-
tional taxation. The additional taxation takes the form of surcharges on
railway rates, increased duty on petrol, an addition to the excise duty on sugar
with a corresponding inarease in the import duty on sugar, and the excess
profits duty. The increase in railway rates and in the duty on petrol will
affect the large masses of the people and make their communications dear.
I am not speaking on behalf of those who use motor cars and who will be
«called upon to pay more ; but on behalf of those large numbers of people in
rural areas who are now making increasing use of bus servioes, which are so
valuable in linking up the rumﬁ areas with the railways. This work needs
1o be encouraged by all possible means and any step which is calculated to
discourage the movement of men and goods in rural areas is contrary to the
general interests of the country. But so far as one can see from the speech
of the Honourable the Finance Member, the justification for the increased
duty on petrol is in the interests of railways, lest the motor traffic adversely
.affect the railways, their fares having been increased. In my opinion, other
‘steps could have been taken to put railway finance on a sounder foot.i.% instead
«of creating a situation by which both railway rates and fares will be definitely
increased.

In connection with the increased duty on sugar, the Finance Member
:asks us to believe that this will fall on the comparatively well-to-do classes
of society, because in his opinion, white sugar is not consumed by the masses.
‘One may sympathise with the difficulty of the Finance Member in appre-
ciating the elementgry facts of life as lived in the remote areas of this vast
country, but one must protest against its consequence, viz., the burden of
taxation which will affect large numbers of people in the country. The sugar
industry has been one of recent growth and it still requires careful nursing
before it can withstand foreign competition effectively for all time. It is an
.irony of fate that an industry of such importance which has received protec-
tion should, at the same time, be subject to excise duty on production. When
the excise duty on sugar was first imposed sorhe years ago, it was vehemently
opposed l.>y all classes of people. And if the sugar industry has in more recent
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yoars not shown that marked advance which it was expected to do, it was
in some degree, attributable to the excise duty. And now that duty is being
increased further with the result, we can easily foresee, of a reduction in its
oconsumption, lower rates of sugarcane to agriculturists and its further corollary
corresponding adverse effect on the industry itself. I cannot envy those in
charge of sugar factories in the country who will be called upon to pay this
duty in addition to the excess profits duty to which they will be subject at
the same time. The Finance I&?ember is hardly justified in taking a step of
this nature in the case of a protected industry without proper inquiry. If
this duty cannot be dispensed with then the industry is entitled to ask from
the Finance Member a categorical assurance at this stage that, in case there
is dumping of foreign sugar, necessary steps will be taken by executive action
to protect the Indian sugar industry.

Regarding the excess profits duty you, Sir, are aware of the general
wave of indignation among the business community in the country. I shall
not go into the details of this controversial measure at this stage, because
there will be provided an opportunity to discuss the Excess Profits Duty
Bill. It is not so much to the principle of this duty as to the method of its
imposition that the greatest objection lies, because, in his zeal to tax the excess
profits the Finanece Member has overlooked several relevant factors and there
18 also & deliberate under estimation of revenue under this head.

The only feature in the Budget for which the Finance Member deserves
our warmest appreciation is his reference to the steps taken or contemplated
for the repatriation of sterling debt. This step has been suggested by various
parties on different occasions. From all points of view the conversion of the
sterling debt into rupee debt will mean the lessening of the economic burdens
on the country in the future and all reasonable opportunities should be availed
of to convert the sterling debt into rupee debt as speedily as possible. 1 do
hope that the Finance Member will receive encouragement from all quarters
for this belated effort in the right direction, and T also hope that no obstacles
will be laid in the way of his carrying out this measure to its logical conclusion
by those who control our financial destiny from Whitehall.

Before ‘I conclude, I must revert to the plea of mutual trust and con-
fidence which is necessary in order to create better understanding between
India and Britain. I feel, I must request the Finance Member and his collea-
gues to reorientate their policy. Sir, in this House, the non-official side has
asked for information, but has been practically denied by the Government
on the ground of public interests. If the whole House cannot be taken into
confidence, is it too much to ask for the appointment of a small committee
which could be trusted to share the secrets of the Government on defenoce
matters by being enabled to scrutinise at least the defence expenditure ? Sir,
T hope I am not appealing in vain for I know that when His Excellency the
Viceroy comes to hear of our joint request, he will be the figst person to respond
to it.

TaE HoNoUrABLE SARDAR BUTA SINGH (Punjab: Sikh): Sir, I have
no desire to pass the Budget of the Finance Member under a critical survey.
We enjoy sheltered security as a result of the sacrifices in men and money.
which England is making without stint. All our caloulations of expenditure
depend 'on the turn that the wir takes during the next few months. I hope
God in his geodness will restore peace.
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There are however certain statements in the Budget which need elucida-
tion. I find little satisfaction in the categorical statement that India has
suddenly become prosperous. The Honourable the Finance Member has
spent long years in India, and knows, that so far as agricultural prosperity
is concerned, it is determined by yields and prices of crops. Since the war
began there has been no phenomenal increase in either. It seems there is no
ground for assuming that & wave of prosperity is sweeping over India.

The Finance Member has also dwelt with some satisfaction on the accu.
mulation of sterling reserves in England, and on the sales of gold and silver
by the Reserve Bank. This policy again needs a definition. How are these
transactions inherently in the interests of India ¥ The debasing of the small
ocoin and the rupee is a departure from traditional policy and has yet to justify
itself in the eyes of the people.

I am not prepared to demur at the defence expenditure. I would feel
extremely obliged if the Honourable the Finance Member would explain how
the departure from the Chatfield recommendations which provided for a grant
of Rs. 43:79 crores from His Majesty’s Exchequer and a maintenance grant
of £500,000, as compared with the new arrangement described at page 8 of
his speech, is more advantageous to India ? I am sure he will agree with me
that if all the money England is pouring out into other countries, came to
India to mobilise our material resources and our manpower, India and England
could be in a position which no other country of the world would lightly
challenge. In this connection I have heard with some satisfaction that the
Indian Territorial and Auxiliary Forces have been mobilised and troops that
have gone abroad have to be replaced by fresh formations. Could he or
the Army Member enlighten me as to what is to be the share of India in the
officer ranks in the units of Regular Army, Territorial and Auxiliary
Forces ? Could he give some assurance that steps will be taken to equip
India to produce all the modern weapons for war, such as aeroplanes,
anti-aircraft guns and other such materials. It is possible that a large body
of trained officers may be required for officering the new units of the Regular
and other services. Is there any reason why all the Auxiliary Services should
not be entirely officered by Indians ? In a time like the one we are passing
through now, Indianizatiorf of the Army should be accelerated.

Coming to the new tax proposals, I do not wish to say much on the exocess
profits tax, except this, that it aims at drying up the source which, if developed,
could provide an ever increasing revenue. The Finance Member seems to
have fastened his eyes more on the convenience of collection than on the
equitable distribution of the burden. He had selected sugar which is already
subject to a heavy excise duty. An increase of 50 per cent. on a single item
does not seem justifiable. He knows that distribution of indirect taxes on
the widest possible field is the only just way of raising revenue. Why could
not he place an export duty on gold and an additional duty on luxury goods
imported into India, increase tax on salt, kerosene, tobacco, cigarettes and
foreign liquor, etc. ? I pray that peace may come and in its coming India
may attain Dominion status, and start on the road of co-operation and pros-

perity.
Tae HONOURABLE MAHARAJADHTRAJA St KAMESHWAR SINGH or

DARBHANGA (Bihar : Non-Muhammadan) : Mr. President, in presenting 'his
Budget to the other House the Honourable the Finance Member be'ga.u his
1]
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speech by saying that he was conscious of the fact that he would not be regard-
ed as a prophet in this country because he had adopted it as his own. That
is quite true. We have known his work and worth for quite a long time. We
have, if I may be permitted to say so, also known the unusual qualities of the
prophets who have disappeared after adorning this House for brief periods:
and telling us what was good for this country. We do not regret their exit
because we heard the one and the same sermon from every one in that place,
whether he was a prophet or not, and that was ‘‘ Nothing is certain but death
and taxes ”. Indeed, we do not need a prophet to tell us this. Perhaps
it is taken in a better spirit from a fellow you know than the one in which you
have to accept it from an unknown saint who is expected to do miracles.
Further, when we see to the results afterwards, we find that very often prophe-
cies are false.

It is rather unfortunate that the first budget which my old and distin-
guished friend has presented before us was prepared at a time of great stress
and uncertainty. He could not help it. We appreciate his difficulties and
assure him at once that we do not grudge the sacrifice demanded from us for
the victory of the cause that has been taken up by Great Britain and her Ally.

» I must congratulate him on coming to an early settlement with His
Majesty’s Government on matters relating to the division of dcfence expendi-
ture. It will obviate future complications and India will know clearly where
she stands. It is, however, not clear from the statement of the Honourable
the Finance Member whether item (4) of the settlement, viz., lump sum pay-
ment of one crore of rupees towards the extra cost of maintaining India’s
external defence troops overseas will be made only during the current finan-
cial year or such lump sum payments for the same purpose shall, in accordance
with the settlement, have to be paid in future years as well. I hope that he
will throw further light on this subject.

This is not the time when I should take into consideration the normal
12 Noox peace budget of defence expenditure. We have to take

’ things as they were at the outbreak of war. Our immediate
objective is to win it and help in the establishment of world peace. On the
whole, the extent to which the war has affected India’s defence budget does
not seem to be abnormal when we compare it with other countries of the world.
The additional burden of Rs. 376 lakhs in the current year and of Rs. 839 lakhs
in the coming year should not evoke much adverse comment when it is re-
oo‘gnised that these represent the price of our safety. But, Sir, I cannot help
referring to the statement that was laid on the table of this House the other
day regarding the officers’ emoluments in the Supply Department. I find that
in most cases the officers who were transferred to that department from other
posts are given much larger emoluments. There seems to be no justification
for it. If the general taxpayers are asked to make sacrifices for war purposes
there is no reason why persons in the service of the Government should not be
asked to serve on the pay they were getting before. After all, the burden
of war must fall evenly on every section of His Majesty’s subjects and every
one should contribute towards success in whatever manner he can. I would
urge upon the Government to exercise the strictest possible economy in in-
ourring expenses of defence. I wholeheartedly commend to the Government
the suggestion made by the Committee of the Federation of Indian Chambers
of Commerce and Industry that for the duration of war the entire defence
expenditure should he made subject to the close scrutiny of the sprcial Account
Committee of Members of the Central Legislature. I think that some such
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machinery is necessary to reassure taxpayers that they are asked to contribute
the barest minimum required for the prosecution of war. This is & time when
po section of the people should be allowed to profiteer and enrich itself with,
what we may call * blood money ".

The entire Budget presented to us this year is, in fact, & war budget--
Even in the civil estimates for the coming year we find that by reason of wa¥
special expenditure to the extent of Rs. 37 lakhs shall have to be incurred as
compared with Rs. 16 lakhs this year. Further, the provision of additional
Rs. 25 lakhs for the expansion of civil aviation has been made chiefly because it
is closely bound up with the problem of defence. The grant to All-India Radio
is again a war item. If we exclude these as well as the increases of an auto-.
matic nature we will find that the Honourable Finance Member hag in 1940-41,
studiously excluded all avoidable new proposals unconnected with war..
Still we find that at the end of the year 1940-41 the Government will be
faced with a definit of Rs. 716 lakhs. The revenue has been estimated to be
Rs. 85,43 lakhs and the expenditure Rs. 92,59 lakhs, which includes Rs. 53,562
lakhs of defence expenditure.

As I have already indicated I do not propose to touch the estimates for
expenditure. But, my apprehension is that the revenue has been under-.
estimated. My suspicion is deepened when I look at the figures of the financial
years 1938-39 and 1939-40. In the former an expected deficit of Rs. 265.
lakhs was reduced to only Rs. 64 lakhs mainly on account of an improvement
in revenue. Similarly, in the latter year while the budget estimates provided
for a nominal surplus of Rs. 3 lakhs it is now estimated that in spite of the
extra war expenditures the increased revenue will enable the year to end with_
a balance of Rs. 91 lakhs. Customs and central excise duty seem to have
sprung a pleasant surprise on the Government of India during the two preced-.
ing years. In the year 1938-39 the last month brought to its coffers Rs. 37
lakhs from customs and Rs. 41 lakhs from excise duty. In the year 1939-40
the revenue from these heads increased to the extent of Rs. 114 lakhs and silver-
brought a windfall of Rs. 122 lakhs. In the coming year, however, the Finance -
Member does not anticipate any such luck. I wonder why ? I think that
increase in the railway freight and the excess duty on sugar will put indigenous
sugar at a great competitive disadvantage with respect to imported sugar..
Similarly, I feel that since an embargo on non-sterling countries continues and:
will probably continue during the period of war, increased income from silver-
duty cannot be taken to be beyond the range of possibility. I agree with the
Honourable Finance Member that the forecasting of the customs revenue is a
matter of great difficulty at all times and specially during war time, and when
I say that his estimates are very conservative I am inclined to think that
notwithstanding the intimate knowledge he possesses of these things he has
erred on the side of pessimism.

Then again, let us examine his estimate of revenue from income-tax..
In the year 1938-39, the income under this head was Rs. 124 lakhs more than
the revised estimate. Of this, Rs. 66 lakhs were due to less refunds than
estimated and Rs. 68 lakhs represented increased collection of tax. In the-
current year the revised estimate is Rs. 1565 lakhs higher than the budget esti-.
mate. Although the Honourable the Finanoe Member has added Rs. 141 lakhs
to the revised estimate for the current year in estimating his income from this
head in the year 1940-41, I feel that here again his estimate of increase is very
conservative, Sir, I know it to my cost whatethe Income-tax Department
is. T have before me the figures from 1337Fs. (corresponding to 1931-32) to
1344Fs. (cosrgsponding to 1938-39) During these years I got refunds of
nearly Rs. 194 lakhs from the department after * spending RBs. 24
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Yakhs in litigation. This clearly indicates that either the Income-tax officers
who make the assessments are grossly incompetent or it is the policy of this
greedy department to throw fairness and justice to the winds and take as
much money as possible by hook or by crook relying on the fact that most of
‘the assessees will not be able to fight them to the last and so succumb to their
‘tyranny. Sir, this is a hard remark, but when I recollect the misdeeds of the
.officers of tho department I am astonished at my own moderation. I would
:invite the Honourable the Finance Member to read the judgment of Mr.
Justice Manohar Lal of the Patna High Court in Miscellaneous Judicial Case
No. 4lof 1936, ‘‘ Raja Bahadur Visheshwar Singh vs. Commissioner of Income-
tax, Bibar and Orissa.” In that case His Lordship has expressed his disapproval
-of the Commissioner’s action and observed that it appeared to him that the
.assessee had been considerably harassed by the manner in which the proceed-
ings for a reference to that Court were conducted by the Commissioner. As
‘it i8 a lengthy document I do not propose to read it. There are other cases
-a8 well in which the Honourable Judges of the Patna High Court have condem-
ned the action of the Commissioner of Income-tax for Bihar at different
:times. Sir, in contentious matters while the taxes have to be paid immediately
it takes years to get the refund, and the cost of litigation from one court to
:another i8 simply prohibitive. The assessees have the money illegally taken
from them as tax and locked up in that department for several years without
:any relief. (An Honourable Member : “ And with no interest.”) And with
no interést. On the contrary, they are subjected to innumerable hardships and
:harassment in getting back what the law allows them. The agents of this
Department in the provinces put the matter off under one pretext or the other,
misinterpret the law, reopen questions already settled and search for every
conceivable loopholes to deprive the poor taxpayers of their just claim. I
hope that the higher authorities of this department will acquaint themselves
-with the doings of their agents in the provinces and take steps to mend their
‘ways. Ihave digressed and said all this to indicate, Sir, that so long as the
.attitude of the officers of the Income-tax Department r¢mains as I have
.described to you, the Honourable the Finance Member need have no fear
.about any deterioration of income from this item.

Similarly, I am led to think that the Posts and Telegraphs Department
will show better results in bringing revenue to the Government than antici-
pated. As e layman, I think that the reason given for the fall in revenue
‘will not bring the anticipated drop. The first rush of war traffic so far as the
Posts and Telegraphs Department is concerned may have passed but the war
-oontinues, and the Department expands its sphere. Even in the pre-war
+period of the current year the revenue was steadily on the up grade. The ups
.and downs are bound to occur in a war situation and all these, I think, will
_bring more than normal peace time business to the department.

Thus, I believe that by the end of the coming year we shall have more
‘money available than what has been estimated by the Government and it
will be found that the present Budget can be balanced with less additional
taxes. It is, of course, quite a different thing if fresh demands are made by
changes in the war situation. But with that we are not concerned at present.

The way in which the Honourable the Finance Member proposes to make
up the deficit has evoked a good deal of criticism. Before disclosing his
financial plans he introduced the Excess Profite Tax Bill in the Assembly.
Now, he has embodied further taxation proposals in the Financg Bill for the
Jyear 1940-41. .
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Sir, we have yet to see how the Excess Profits Tax Bilt ema?es out-
of the other House. I do not therefore propose to discuss it in detail at the-
present stage. But it must be remembered that the business community

in this country is almost unanimous in holding the view that the Government:
has very much under-estimated the yield from this tax. It is also of opinion.
that in actual operation the law will go very much beyond its present scope,

namely, the taxation of excess profits accruing as a result of war, and stifle-
the growth of industry which is after all in a nascent state in this country.

This, taken with the other two taxation propoesals, go to indicate that
the Government seek to recover almost the entire amount of deficit from
industry. It has its dangers inasmuch as it will go a great way in preventing
India from strengthening her national economy which she as a raw material
producing country can reasonably expect in the boom period of war. She
must have something to put away for the lean days to come if she is to ensure-
the safety of the foundation of her economio structure at the end of war. These
measures, Sir, apart from touching the industrialist will, I am afraid, adversely
affect also the agriculturist.

Take, for instance, the sugar industry of which I have personal experience.
Although it has been protected by the tariff wall the taxes, both central and
provincial, the fixation of the minimum price of cane to a high level, over-
production, internal competition and occasional labour troubles have taken
away from the industry the benefits of protection even now when the excise:
duty stands at Rs. 2 per cwt. In one of the sugar mills owned by me I once
made a profit but the payment of excise duty converted the profit to a loss
and in spite of our best efforts the present position is that ten rupee shares -
stand at six rupees. A calculation was made towards the end of the last month
on the state of things prevailing at that time and it was found that profit
to manufacturers in Bihar and the United Provinces, together producing about-
9 lakhs tons of sugar which forms about 80 per cent. of the total output, was:
barely 2 per cent. which worked out at 4 to 6 annas per maund. Out of this:
they have to pay income and super-taxes. Now a.new situation has arisen-
by reason of the enhancement of excise duty and increase in the railway freight.
I do not know what the intentions of the Government are with respect to the
sugar industry. I wonder if the manufacturers with whom the lot of ecane’
growers is 8o closely wrapped up will be able to bear the burden. Is not this
new proposal going to be the last straw on the back of the Indian sugar in-
dustry camel ¢ Things are bad enough as they are. I think the House will
be interested to know what a Development Minister of Bihar thought of it
at the time when the excise duty was raised to Rs. 2 per cwt. While piloting
the Sugar Factories Control Bill in the Bihar Assembly Dr. Syed Mahmood
observed on the 2nd December, 1937 :—

« It is our duty to protest against the inopportune enhancement of the excise duty
which has had an admittedly adverse effect on our industry .

He warned the India Government against ocompetition from Java and
totally disapproved the ratification of the International Sugar Agreement.
I think that the result of the latest actions of the Government will be that -
either the manufacturers shall have to close their factories or the cane growers
shall have to accept a very low price for their cane. Considering that cane is-
one of the principal money crops in our part of the country it will be a catas-
trophe of the first magnitude if either of these two things happen. Then,
if the war continues, there is the grave apprehension of Java dumping sugar
in India on achunt of freight difficulties to markets in the west and the

* B ?
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closing of the China market. Over-production on'the other hand hds mbide the
internal position of the industry very precarious. In these: circumstances,
one should have expected the Government to come to the help of the industry.
Inatead of that, it has made its existence still more difficult.

About the‘proposed duty on petrol, I beg to submit that the entire burden
of the tax will fall on the travelling public. Remembering that in these days
motor cars are not used only by the few rich people but also by a greatly larger
number of poor people, whoe find bus travel very economiecal and convenient,
it will not be wrong to suppose that the latter will be subjected to great
financial strain. In my own province where the average income of people is
not large they will have to pay for not only the increased railway freight
from the port to the retail shop and the enhanced central duty but also the
newly imposed provincial tax at the rate of Re. 0-1-6 per gallon. It may be
that the burden of this taxation will be so heavy that the motor transport will
greatly diminish and ultimately affect the revenues of the Government. Let
me, however, hope that the Honourable the Finance Member has considered all
these probable factors before deciding to tax the commodity.

There is, Sir, one other subject to which I wish to refer before I resume
my seat. I consider that amendment approved by the Parliament to the Order
in Council giving effect to Neimeyer award in connection with allocation of
the income-tax revenues between the provinces and the centre is an encroach-
ment on the meagre financial resources of the provinces. Acocording to this
amendment the centre will retain its 50 per cent. share of the income-tax
proceeds plus Rs. 4} crores from the provincial 50 per cent. share of the same.
Besides this, no benefit will accrue to the provinces from the railway revenues,
the contribution from which to the general exchequer has been till now pooled
with 50 per cens. of inoome-tax receipt. It is, indeed, unfair to the provinces
that now when railway revenue is expected to look up they shall be deprived
of any share of it. It is a poor consolation, indeed, that they will receive
a part of the prooeeds of the Exoess Profits Tax, because from the very nature
of it the tax cannot remain as a permanent feature of the Indian tax system.
As it is, the finances of the Provincial Governments are quite inadequate to
meet their needs. In my own province revenue is so inelastic that the Ministers
were desperately in search of money to finance their various development
schemes. All the time they were planning big things and shelving them on
financial grounds. Every pie this Government gives to the provinoces goes
towards improving the moral and material condition of the people from whom
it derives its taxes. I was very much amused to read the reply which Lord
Zetland gave to Lord Snell when he asked about the Indian reaction to the

~amendment. It szems that the Provincial Governments were not consulted
in this matter. Their opinion, as Lord Zetland declared, was taken on a cir-
cular a little less favourable to them than the scheme now adopted. He
took it for granted that they will unanimously oppose it and he was astonished
when he found that opinions were divided. But what is more astonishing
to us is that while some of the autooratic Governments in the hands of the
Governors objected to the proposal some of the popular representative Govern-
ments that -have not resigned acoepted the proposal. No wonder then that
His Lordship did not consider it worth while to consult the Provincial Govern-
ments with regard to this system of financial distribution which, as he asserts,
is more favourable to the provinces than one embodied in the ciréular to which
he referred. - I am afraid I cannot subscribe t¢ his view that this new plan
cammot be inherently unfair to' the Provincial Govelnments: . I can justify
+it caly on the ground that it is a temporary war measure.
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THE HONOURABLE RaA1 BAEADUR Lara RAM SARAN DAS (Punjab:
Non-Muhammadan) : ,.Sir, before I deal with the Budget, I must say that
in the. Honourable SirJeremy Raisman we have a Finanece Member suave in
his manner and disarming in his methods and yet we have to fight his budget
proposals because they embody a policy of all taxation without taking into

confidence even the foremost Indian leaders in the absence of the Standing
Finanoce Committee.

In spite of the Budget’s apparent lucidity and the disarming manner of
its presentation, the Indian public finds it hard to understand how it is neces-
sary, the circumstances being what they are, to undergo dire sacrifices in the
very first year of the war. To put it in a nutshell, the total burden that is
sought to be placed on the taxpayer comes at least to Re. 11-565 crores. The
increase in railway fares is going to transfer, according to the Railway Member
himself, from the pockets of the pcople, mainly the poor people, to the coffers
of the Government about Rs. 5-25 crores. The Excess Profits are expected
to yield about Rs. 3 crores, while the incrcase in sugar excise and motor spirits
is expected to yield Rs. 1-90 crores and Rs. 1-40. crores reepectively.

It is, Sir, rather unfortunate that the Finance Member has attempted
to justify the fresh taxation proposals on the assumption that the industry
and trade in this country were experiencing a period of modestly improving
rate of economic progress, succeeded by what he calls the tide of war prosperity.
This description of the economic situation of the country before the outbreak
of the war is hardly justified from the experience of either the cultivator or
the industrialist during the current year. The description of the economic
<conditions prior to the outbreak of the war given by the Honourable the
Finance Member is in sharp contrast to the description given by the Governor
of the Reserve Bank of India in the Report of the Central Board of Directors
for the year endinlg 31st December, 1939, in the following words :—

‘‘In India, as-in Great Britain, the growing tension in the international situation
militated against any sustained recovery in the first eight months of the year and the
mnervousness which it engendered dominated the financial markets generally and almost
nullified the effect of other favourable factors such as a slight improvement in the foreign
trade position and a rise in the prices of certain commodities such as jute and sugar.. To
this was added the depression in the prices of wheat and cotton and the difficulties of the
cotton textile industry, which has been experiencing one of its worst slumps owing, among
other reasons, to overproduction and the increased cost of labour .

It surely cannot be news to the Finance Member that the demand for
important products such ‘as sugar and cotton piecegoods has slackened, at
times even after the beginning of the war, to such an extent that there is no
-«comparison to the present sluggishness in demand for .these products within-
‘the last 15 or 20 years. I, therefore, submit that the diagnosis of the situa-
‘tion, as given by the Finance Member, is far from accurate and I cannot but
object to the imposition of the additional burdens which are bound to give
& sharp setback to agriculture and industry in the country. The widely
anticipated boom may not ultimately materialise, and the opportunities of
making large profits which the war offered to the industrialists and the busi-
nesamuen in 1914—1918 cannot repeat themselves during the present war.

It will be unrealistic, therefore, to impose additional measures of taxation on
2 hypothetical situation of wartime prosperity, which does not obtain at
present nor is there any definite certainty of its materialising in India.

_ I fully endorse what my Honourable friend Mr. Shantidas Askuran has
said as regards the action taken on the Chatfield Committee’s Report. I
am not going to dwell on this very long becanse all the Honourable Members
know that the Chatfield Committee had no Indian among its personnel. The
Report of §hat Committee was never published and even the foremost Indian
leaders were *not taken into confidence. The arrangement arrived at between

[
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the subordinate Government, I mean the Government of India and the
British Government had not the approval of the country, the Defence trans-
borders where India is required to meet the enemy has been placed as distant-
as Port Said on the one side and Singapore on the other. And for this the
Government of Great Britain gave a grant of one crore a year. That is not-
enough, Sir. After all, India is the greatest asset of the British Empire and
supports millions of Britishers. Therefore, Sir; as far as I can humbly think,
there is no justification for this arrangement. We ought to meet the enemy
on the border lithits which were ruling in the past. I know, Sir, that India
is being burdened with an object which is imperialistic. Therefore, $im, I
would endorse what the Indian Retrenchment Committee said on this point..
Sir, I must say that, as the practice hitherto has been of presenting the details
of military accounts to the Central Legislative Assembly but now the esti-
mates are presented in a lump sum and the Assembly is not being given a
chance to discuss the details of the military expenditure. This, aleo, Sir, is'
greatly resented by the people and, as my Honourable friend Sir A. P. Patro
has observed, at the present stage Government would be well advised to
appoint an Indian Committee or Member of the Executive Council
to see to policy and the details of the defence expenditure. Sir, this Gov-
ernment is following the example of Germany in this matter. In Germany
it is the military who are the ultimate deciders of the destinies of the nation.
Here hitherto the British people have been putting civilians in charge of the
licy of the conducting of armies in its various international aspects. There-
?0 , Sir, it is proper that an Indian Member ought to be appointed to the
Viceroy’s Cabinet who should look after the defence policy and defence ex-
nditure. Sir, to increase the trans-border from Suez on one side and to
ingapore on the other is to saddle us with expenditure which is not justi-
fied. I find, Sir, in the Honourable the Finance Member’s speech something'
which is very interesting. What does he say as regards the allocation of war
expenditure between India and the British exchequer ¢ He says :—

* In view of all these complicating factors it was felt that it would be quite imﬂacti--
cable to arrive at an accurate assesament of the defence expenditure chargeable to Indian
revenues by a meticulous application of the principles laid down for the allocation of such
expenditure between India and His Majesty’s Government under peace conditions. Not
only would such a course involve an immense amount of clerical work and consegquent
expenditure but it would revive all the difficulties experienced in connection with the
accounts of the last war in an aggravated form. The matter has formed the subject of
prolonged discussion with His Majesty's Government who shared our desire to simplify
the arrangements and eliminate controversial elements to the utmost extent possible.
An agreement on the subject has now been reached under which the whole of the defence-
expenditure incurred by India will be apportioned between the two Governments on
the following basis. India is to bear—

(1) a fixed annual sum representing the normal net effective costs of the Army in
India under peace conditions, plus

(2) an addition to alloy for rises in prices, plus

(3) the cost of such war measures as can be regarded as purely Indian liabilities
by reason of their having been undertaken by India in her own interests,.
and

(4) & lump sum payment of one crore of rupees towards the extra cost of main-
taining India's External Defence Troops overseas .

Sir, this is a matter which, along with India being dragged into the war without.
consultation with even its foremost leaders, has created a sort of discontent
and 1 strongly advise the Government to appease the feelings of the people by
o timely gebture. ’ N2
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I now come to the under-estimation of figures as far g4 révénue is - con-
werned. I need mot repeat these figures, because other Honourable Members
who hawe preceded me have given the figures. I simply say that we find
from the actuals of the years 1934-35, 1935-36, 1936.37, 1937-38, 1938-39
and 1939-40 that they have under-estimated their revenue except in 1936-37
and 1938-39. Ewen in normal times, the Honourable the Finance Member
_always erred on the side of under-estimation of his revenues two out of every
three times. In 1919, when the excess profits tax was imposed Government
-anticipated a small revenue, but we find in practice that the receipts were over
Rs. 11 crores. To estimate a receipt of Rs. 3 crores is, I submit, not correct.

Then I come to the increase on the duty on petrol. When we found on
the day when the Railway Budget was presented to this House that the rates
and freights were to be increased, we all anticipated that there will be a corres-
ponding rise in the price of petrol also. That of course was a very easy matter
to anticipate. But what do we find ¢ While the rise in passenger and goods
charges is 6-25 and 12-50 per cent. respectively, the increase in the duty on
motor spirit amounts to 20 per cent. Why ? My friends, the Honourable
Maharajadhiraja of Darbhanga and the Honourable Mr. Shantidas Askuran
have already explained that to disturb the motor bus traffic is not right,
particularly in the days of war. One of the great blessings of the British
Raj is communications and no step should be taken which would inconvenience
~or discourage the movement of people particularly in rural areas where no
railway facilities exist.

Then I come to the question of the excess profits tax. I do not want to
-dwell on that subject here, because, when the time comes, and when the relative
Bill comes before us, we shall deal with it at that time. I must say, however,
that I cannot understand why war expenditure in India is not fully or even
partly met by war loans. The Honourable Sir A. P. Patro observed in his
speech what appeared in the press that the British Government are floating a
steriing loan of £300 millions. When a rich country like England takes that
step, why should not India follow that course ¥ The present economic condi-
tion of the Indians is at a very low ebb, and India cannot conveniently bear
the burden which the Government now wants to impose on her. I want
peace in the country and there should be only so much taxation as is ab-
solutely necessary for carrying on the Government in war time. Of course,
there is a certain section of the public in India who say that the very objeot
for which this war is being fought is not being extended to India. That is a
controversy into which I need not enter now. But I must say that this Budget
-deficit of Rs. 8 crures indicated in the new budget ought to be met by loans
-and mot by increased taxation as was done in the last war. The people are
just recovering from the greatest economic depression they have had during
the last 10 years and when they are just beginning to stand on their legs,
‘Government is giving them another big shock. In the contentment of the
people lies the safety of the country and safety of the Empire and there ought
to be a limit to which taxation should go. I will earnestly request the Honour-
able the Finance Member to consider whether he is still in a position to revise
his taxation proposals.

As regards the increase of duty on sugar, that question has been dealt

‘with by the Honourable Maharajadhiraja of Darbhanga and I need not say
much on it. But one thing I must say, and that is, that the industry is going
to heavily suffer by the additional duty that is being put on it. As the time
at my disposalis short, I will leave the details as to what the manufacturing
©osts are, =nd the selling prices are and what margin is left to the manufac-
. turer, to be dealt with by another Honourable colleague of mine. I mustesay,
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however, that as the: President of the Sugar Syndicate has observed, there
will certainly be less consumption of sugar and that will add to the difficulties:
of the cultivator and of the manufacturer and will bring less revenue to the-
Government, and the anticipation of the Government to take such a heavy
duty from sugar will very much retard the sugar industry.

Then, Sir, I come to the extra taxation. Why should all extra taxation
be confined to industry ? Why should not there be retrenchment again i
the salaries and allowances of Services and a new Retrenchmerrt Committee ap-
pointed ? During the last war a Retrenchment Committee was appointed
to effect economy in the service. What is the reason, we ask the Honourable
the Finance Member, why a committee has not now been appointed ?

TrE HoNoURABLE SIR JEREMY RAISMAN : The Honourable Member
would like me to do double the work with half the staff ?

THE HoNOURABLE Rar BamaDpur Lara RAM SARAN DAS: With
due deference to the Honourable Finance Member who was not here when I
observed that in the adjustment of accounts between Great Britain and India.
as regards defence expenditure, he said it would require a lot of clerical work..
But if you employ more clerks it amounts to little compared with the em-
ployment of retired officers in the army beyond the actual need. I know
that in Sialkot Cantonment there were three Lieutenant-Colonels of the I. M. S.
doing practically nothing. There were some officers who were sent far who-
were away from home, some even in America, and were asked to join in India
and all their expenses were paid from those countries to which they had gone-
on pleasure trips. If Government does really want to reduce expenditure-
why not do it in a straightforward manner ? What is the policy of Government.
so far as Indianization of services is concerned. My friend Sardar Buta Singh

"observed that the Indianization of the Army ought to be accelerated in this
war. Well, the fact is that the Indianization Committee is now at a standstill..
When the war is over they will presumably finish their deliberations if the-
Government so wishes. But we do find that savings are being made at the
expense of poor clerks and chaprassis, while officers are being increased in
numbers and on high salaries. I would like the Honourable Finance Member
to say what the extra expenditure on clerical service will be for working out
the allocation of war expenditure between England and India. Surely a
few more clerks cannot materially affect the budget of the Indian Govern-
ment ? Where there is a will there is a way. I know that in the last war
the policy was clearly stated as to what expenditure was to be borne by the
Indian Government. But now, Sir, by the recent defence agreeme 1it, the
‘interests of India have not been safeguarded. We have been burdened with
expenditure the justification for which has not been proved. Then, Sir, at
this time why not do away with the Lee concessions ? This is not the time
to continue them. When you are asking everybody else to make sacrifices
for the war and when we have to face taxation for thdt war, why should not
the Servioces also contribute to it ? They contributed in the last war. Why
should they not do it now ? I mean that in the superior services there should
be a cut in salaries and allowances. In view of the way in which the general
public is meeting the extra taxation, the officers ought alse to share it. Why
should not the excess profits tax apply to those retired high officers in the
military department who have been asked to rejoin the defence sérvices
because of the war ? Why should they not pay 50 per cent. of excess profit
they are getting purely on account of the war ¥ I would request the Honour-
#ble Finlanoe Member to kindly explain why they should not be subject to the
excess profits tax ..

3
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TrE HoNoURABLE Sie JEREMY RAISMAN : Because they are subject
to the danger of death which the excess. profiteers are not.

Tue HoNouraBLE Rar Bamapur Lara RAM SARAN DAS: Sin.
every military officer is liable to death. My own conviction and that of every-
Hindu is that when death comes nobody can stop it. That is the reason why
Hindus do not fear death. The hour of death is fixed and must come when it -
is 80 destined. Why say of army officers that they fear death. I hold that -
all those officers who join any defence service, are willing and prepared to-
sacrifice their lives if necessary for the King and the oountry.

Tre HoNouraBLe Sk JEREMY RAISMAN: Is the Honourable
Member seriously suggesting that military officers who are recalled in order-
to take part in the war should have their pay cut in order that people who are-
making profits out of the war should not be taxed ?

THE HoNOURABLE Ra1 BaHADUR Lara RAM SARAN DAS: T am not
talking about the officers of the army. I am talking of those retired officers
who are recalled, and their extra income is purely due to the war.

‘Tue Howouranrk St JEREMY RAISMAN: They are no longer
retired when recalled.

THE HoNOURABLE RA1 BAHADUR LarLa RAM SARAN DAS: But they
are re-employed when they are recalled and all their 'salary is exocess profit
purely due to the war, and as the excess profits tax is imposed on the profits
accrued from war there can be no possible reason to exempt them from excess
profit taxation. If there was no war those officers would not have been
re-employed and would not have got the excess profit they are getting purely
due to the war.

Then, Sir, I come to the question of the possibility of a Russian invasion
of India. I should like to know what arrangements the Government has
made for the defence of India, particularly from air raids. So far as
I hear there is a concentration of troops going on on the North-West
Frontier. I must at the same time shy that in case there is a Russian invasion
the people of the country and particularlv of the North-West Frontier Pro-
vince and the Punjab will come forward to defend the Indian Empire, so I
want that the people should be contented and they should be trusted. When
the promise of Dominion status is being made everywhere, and when His
Esxcellenocy the Viceroy and the British Government have publicly declared
that their objective in India is Dominion status of the Westminster type,
why should not Indians be trusted and taken into confidence. As things
seem, they are not being trusted. Why should there be a big training of air
pilots going on in Canada and Australia and not in India ? There are nu-
merous suitable Indians who offer themselves for such training. I know as
a fact that over 800 trained pilots oered themselves for commissions, and
only a few, some 30 or 40, were given commiesions. I was interested in the
pilots coming forward to join the air forces. Many of them came to me and
said they had offered their lives knowing that the average life of an air
pilot in war is said to be about 23 hours, but were refused. On the other
hand law was epforoed to the effect that if anybody who stops people from
recruiting will be fined and sent to imprisonment for so many years. People
do come forward and in big numbers, where then was the necessity for that
Act ! T do submit that the Act was not required because at present enqugh
people aregoming forward and thereis no paucity so far. The Punfab supplies
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most of the recruits and there is a regular flow of people . coming forward from
the Punjab. Those Indians want to serve their country and the Empire. Why
should they not be given training and why should they not be employed in
bigger numbers. People- say that as far as India is ooncerned, only a few
Indian officers are to be taken nam ke vaste. I would, therefore, urge wpon
the Government that they should change this preferential polioy of non-Indians
and take India into confidence and give them mass training in the defence
of the country. Thus you will be saving money ; will not want so much extra
taxation and over and above that you will have a contented Imdia. There is
lot of unemployment in India, particularly amongst the educated people
and no material steps are being taken to solve that question.

. Sir, T must offer my congratulations to Sir Gurunath Bewoor on his ahle
and successful stewardship of the}?osta’l Department. In his time, if I mistake
not, over 3,000 new post offices have been opened in rural areas and notwith-
gtanding that faot the Department is paying. The poor people ought to be

elped by that Department and the two-pice postcard should at least be
restored. It may mean Rs. 50 lakhs, but where you are spending many
orores how does Rs. 50 lakhs compare with that huge sum ?

Tae HoxouranLe THE PRESIDENT : May I draw your attention to
the fact that you have already spoken for 35 minutes.

TuE HoNOURABLE Rar BaHADUR Lara RAM SARAN DAS: I shall
soon finish, Sir. I have only two points in case you allow me. Then, Sir,
I welcome the measures which have been taken by the Provincial Govern-
ments to stop the various armed voluntary bodies practising just like the
army and marching in the cities. It has been a wise step because they would
have eventually proved a danger to the country, particularly when this new
theme of Pakistan Empire seems being developed and which I consider to be
not in the interests of India. On the whole the step taken to stop them has
been a wise one. The Faqir of Ipi is proving a great nuisance to Government
and in case you have a stronger man than the Faqir of Ipi these khaksar,
similar associations, may jein with him.

Tae HoNourRaBLE Me. HOSSAIN IMAM : Has the Central Government
-taken any steps to do this ?

THE HoONOURABLE RaAr BaHapur Lara RAM SARAN DAS: I may
inform my Honourable friend Mr. Hossain Imam that the Punjab Govern-
ment has already stopped moving of armed khaksars and similar bodies in
the province and I congratulate them on that. In Lahore at times a few
hundred people armed with swords or lances, ete., march into the city crying
all sorts of s{:)gans and such marches were a source of great danger to peace
and order. .

TeE HoNoUrABLE Ma. HOSSAIN IMAM: How is this relevant to the
‘Budget discussion, Sir ? :
Tae HonoUraABLE THE PRESIDENT : Order, order.
TuE HoNOURABLE RAI BAHADUR Lara RAM SARANDAS : I will not
take any more time of the'Council and will sit down with the request that the

‘Honourable the Finance Member inay be pleased to reoqu:)sider is propqssl:
_and to flogh a war loan to meet the present deficit.of about Rs, 8 orores. odd
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and not burden the country with any further taxationata time when they
.are just recovering from the great economic depression intp which they had
been put. ,

Tre HoxouvraBLe Paxpitr HIRDAY NATH KUNZRU (United Provinces
Northern : Non-Muhammadan) : Mr. President, it was inevitable that the
war should cast its dark shadow over the Budget, but I doubt whether anyome
was prepared for the extent to which the Budget has been affected by it.
Most people here, to speak mildly, must have been surprised by the figures
mentioned by the Honourable the Finance Member in his Budget Statement.
Although our revenues have on the whole been satisfactory, yet in the coming
year there is going to be a deficit of a little over Rs. 7 crores and this entirely
on account of the war. The Budget may therefore well be called a war budget
and yet His Excellency the Commander-in-Chief who represents the Depart-
‘ment mainly concerned with the vast expenditure that is now going on is
absent from this House.

Tre HoNouRABLE THE PRESIDENT : Let me tell the Honourable Mem-
ber that His Excellency the Commander-in-Chief is absent with the permission
of the Viceroy and he wrote to me at the commencement of the session ex-
plaining his reasons that he is very busy with war affairs and cannot spare
time just now to attend the Council and therefore the Honourable Mr. Williams
has been specially appointed here to answer on his behalf. ‘

Trr HoNOURABLE Rar BaHapur Lara RAM SARAN DAS : Did he
resign from this Council %

THE HoNoURABLE Mg. P. N. SAPRU : He is an ex-officio member.

Tee HoNourasrk THE PRESIDENT : You know he has responsible
duties to perform at this juncture—more valuable and more responsible than
his presence in this House. You ought to appreciate that.

TeE HoNoUrRABLE Panpir HIRDAY NATH KUNZRU : 8ir, I must
say in the first instance that it was hardly fair to us that this information should
not have been supplied to us at the commencement of the sitting.

Ter HoxourABLE THE PRESIDENT : There was no occasion for it.

TaE HoNoUBRABLE PanDpIT HIRDAY NATH KUNZRU : Sir, the Honour-
able Finance Secretary thought it his duty when the debate was about to com-
mence to tell the House that the Finance Member regretted his absence during
the earlier part of the discussion.and would come to this House as soon a8 his
duties elsewhere permitted him to do so. But apart from this, Sir, no one here
doubts that His Excellency the Commander-in-Chief is engaged in work of the
first importance. The war has added immensely to his burden, but is there
any officer of the Government of India whose duties have not been rendered
heavier by the war ? I am sure that the Honourable the Finance Member is
one of those officers of the Government who have almost a crushing burden to
bear ; yet he does attend the meetings of the Legislature, because he knows that
‘the money that is required for carrying on the administration of the country
-would not be voted if he absented himself from the Legislature on the plea
that he had greater work to do elsewhere. In England, Sir, the War Minister,
I am sure, does not enjoy ample leisure these days. Yet, however onerous
his.duties might be, he considers it s duty to attend the sittings of the Legis-
Jature. Indeed. this is-ome of his most important duties so that the mation

L] L[]
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'might be'kept informed of the progress of the war and the support of the pubilic
might be obtained to the fullest measure possible. '

Tee HoNouraBLe THE PRESIDENT: I hope you will not digress
from the Budget. I have already told you that he is absent with my per-
mission.

Tee HoNouraBLE Panprr HIRDAY NATH KUNZRU : He may be
" absent with your permission, but the principle is a much larger one. I do not:
say that he has been disrespectful to you. He has certainly informed you.
He has tried to exﬁlain away his absence. But my contention is that it is not:
fair to this House that it should be placed in such a position. Sir, the fact is that
His Excellency the Commander-in-Chief is absent from the House because
he knows that the Finance Member will supply him with the money that he
needs whether he attends it or not. It is the knowledge that he owes no
responsibility to the Legislature that is the chief cause of his absence from this
House. If my Honourable friend the Finance Member could absent himself
and at the same time get all the money that he wants, I daresay he would.
soon find that he had more important work to do elsewhere.

If, however, Sir, His Excellency the Commander-in-Chief’s excuse is' &
valid one and he cannot attend the meetings of the Council, then the sooner
the present arrangement is altered the better. The Government
of India Act, 1935, does contemplate a change in the present state
of things. Had it come into effect, His Excellency the Com-
mander-in-Chief would have ceased to be a Member of the Legislature and the
defence of the country would have formed part of a portfolio assigned to a-
civilian Member.

l1p M

Tas HoNourABLE THE PRESIDENT : Yes, but that will come whemn
Federation takes place.

Tae HoNouraBLE Panprr HIRDAY NATH KUNZRU : Sir, if the
Government of India Act can be changed more than once for purposes which
suit the British Government, there is no reason why it should not be changed
"for this purpose also. This, Sir, is not, let me say with all respect to the Chair,
a digression. It is an important question of principle. It is a fundamental
question which Government would do well to:bear in mind for the future.

Sir, coming to the financial side of the Budget, I must first observe that the
course of our revenues has proved the contention of those who last March
asserted that the import duty on sugar would produce such a large sum that
it was not necessary for Government to emhance the duty on raw cotton.
Tt was knownt last year that there would be a shortage in the production of
‘sugar in'this country. My Honourable friend the Leader of the Opposition
“gaid that he had information in his possession which indicated that la
! shipments of sugar would take place from Java to this country, but his state-
ment was pooh-poohed. Facts, however, have borne out the accuracy of
‘what he said and Government have—

Tur HoNovraBLE Stk JEREMY RAISMAN : Sir, it was not denied
that shipments of sugar from Java would take place. The amounts were
questioned. ' : S

" Twe Howounarts Paxprr HIRDAY NATH KUNZRU : Yes, of course.
1 never said that you were 8o ignorant of facts or could 80 minimise then as

-
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to say that no sugar wounld come to this country. But you doubted Lala.
Ram Saran Das’s statement with regard to the quantity of sugar that.would.
be imported to such an extent as to increase the import duty on silver. -

Tre HoNouraBLE Sir JEREMY RAISMAN : We did not increase the-
duty on silver.

Tug HoNourABLE PaxpiT HIRDAY NATH KUNZRU : I mean cotton.
However, Sir, the future is more important than the past. The Budget tells-
us that the defence budget would be increased by about Rs. 8 crores and
60 lakhs, Of this, Rs. 20 lakhs will be due to Waziristan and the rest, that
is about Rs. 8-4 crores, to the war. A part of this will be met from the money
in the Reserve Fund and taxation will be levied to the tune of Rs. 6 crores and
80 lakhs to make up the deficit. This will be in addition to the increase of '
Rs. 5:25 crores owing to the enhancement of railway rates and fares. Now,
Sir, in this connection I must refer to the arrangements made between His
Majesty’s Government and the Government of India with regard to the defence
expenditure. The Honourable the Finance Member has said in his Budget :
Statement that, in addition to other items to be borne by the Indian exchequer,
it will have to make a lump sum payment of a crore of rupees towards the extra
cost of maintaining India’s external defence troops. Now, I should like to-
remind the House of the views of the Chatfield Committee on this point. The
Secretary of State for India in his military despatch announcing the decisions:
of His Majesty’s Government on the recommendations of this Committee
observed as follows :—

‘* This, Committee hold that it would follow from their main principle that, i forces .
held in India covered by the joint responsibility are used outside India in an emergency
affecting India’s external security, their ordinary maintenance charges should continue -
t> be borne by India; in other words, that in such circumstances India should forbear
to make a saving out of the fact that some part of her forces would in her own interests
be employed beyond her geographical frontiers *.

Nothing could be clearer, Sir, than the language used by the Secretary of -
State for India. We were to bear only the normal mainterance charges cf the -
troops sent out of India in accordance with the recommendations of the Chatfield
Committee. But now we are to make a payment of one crore of rupees towards -
the extra cost of maintaining such troops as have been sent out.

'I;HE HoxourasLE THE PRESIDENT : Those were not, abnormal condi-
tions ? )

. Tee HoNouraBLE Panpir HIRDAY NATH KUNZRU : And this
information has been communicated to us now for the first time. As for your
o_baervation, Sir, the Chatfield Committee dealt with an extraordinary situa‘
tion, a situation which would arise in case Indian troops had to be sent to places -
outside India, to places between Malaya and Singapore on one side, and Bgypt
on the other. To say that an abnormal situation has arisen is therefore not to -
say anything that was not envisaged by the Chatfield Committee. The re-
commendations of the Chatfield Committee were based entirely on the ‘pos-
sibility of an abnormal situation arising. I should:like the Finance Member
therefore to explain to us how we have been saddled with this extra burden of a .
crore. I should further like to ask him, since this payment is to be made -
in connection with the current year’s Budget, gs to whether such payment for
the coming year has been anticipated and provided for in the total increase~
of military e.xpenditure mentioned by the Honourable Member in his Statement..
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 Tur HoNouraBLE Paxpir HIRDAY NATH KUNZRU : The Honourable
‘Member says ‘“No . That is, our military expenditure has increased on
:agcount of the war by nearly Rs. 8} crores and this without, any provision for
the payment of lump sum on account of the extra cost of maintaining India’s
-external defence troops that we might be called upon to bear in the coming
year.

Tas HoNouraBLE St JEREMY RAISMAN : That is so.

TrE HoNoUrRABLE MR. HOSSAIN IMAM : This crore is not included
‘in the Rs. 8 crores ?

THE HoNoURABLE Sir JEREMY RAISMAN : It is a single lump sum
payment.

TeE HoxoUrABLE Panxprr HIRDAY NATH KUNZRU : This is, Sir,
-an extraordinary situation. It is even more alarming than it had first appear-
ed to be, and it is rendered still more alarming——

Tae HoNnouraBLE SIR JEREMY RAISMAN : Is the Honourable Member
‘alarmed because this is only being done on one occasion instead of being a
‘recurring payment ?

Tae HoNoUraBLE Panpir HIRDAY NATH KUNZRU : Does the
Honourable Member say that this payment is not going to be made again %

Tre HoNOURABLE SiR JEREMY RAISMAN : Yes.

THE HoNoURABLE PaxpiTr HIRDAY NATH KUNZRU : I did not un-
-derstand him to say that at first. 1 thought it simply meant that provision
for it would have to be made in future. If that is so, may I know as to why
we have been called upon to make a lump sum contribution in the current
year ?

TeE HoNouraBLE SiR JEREMY RAISMAN : It is explained in my
‘Budget speech.

TeE HoNOURABLE PanpiT HIRDAY NATH KUNZRU : The Honour-
.able Member has explained nothing there. He has merely stated this fact
‘there. The Honourable Member’s reply, while gratifying to us as showing
-that no extra burden of this kind would be thrown on Indian revenues in future
makes it more difficult at the same time to explain the special reasons for
<charging this lump sum of Rs. 1 crore to Indian revenues in the current year.

Sir, while discussing the subject of the deficit and the expedients proposed
by the Honourable the Finance Member for the raising of about Rs. 6} crores,
I cannot help referring to two other items which bear on the Indian financiad
situation. The Government of India Act debars us from levying income-tax on
the interest paid on the sterling obligations of the Government of India. Tt
is true that the Government of India are helpless in this matter. But I say
again that if His Majesty’s Government could change the Government of
India Act more than once for their purposes, could they not change it to do jus-
tice to India ? The subject was discussed in this House about two years ago
and I well remember the plight to which the Finance Secretary, Mr. Nixon,

-wres reduced at the time in attempting to meet the arguments of the non-
official . Members. )

[
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Another thing that I should like to draw the attention of the House to in
this connection is the provision that is made under the Indian law for relief
in respect of the double taxation of incomes. The principle seems to be equi-
table, but how many Dominions have given effect to it ? And what is its:
effect on the Indian revenues ? Sir, if India were in a position to secure justice-
for hersell, it would, I venture to think, be able to tide even over the present
crisis, in so far as it has unfolded itself up to the present time, without any
taxation or at any rate a heavy amount of it.

Sir, the Honourable the Finance Member has proposed, apart from the tax
on excess profits, an increase in the excise duty on sugar from Rs. 2 to Rs. 3
per cwt., and an increase in the petrol tax of 2 annas per gallon. He has.
tried in his statement to show that the country is, generally speaking, in a.
prosperous position and that the rise in prices because of the war is of a substan-
tial character. He says :—

‘‘ Taking the category of the chief articles of export as a whole, their Prices today
are some 40 per cent. higher than they were just before the war broke out *’.

I think that while general index figures have their own value, it will be more-
profitable if we consider singly those items which bear vitally on the welfare-
of the people. Now, if we take the export trade alone, I think that the three
items that we should consider in this connection are cotton, oilseeds and raw-
and tanned hides and skins. If we take these into account, it would certainly
be true that the price of cotton has risen. But, as the Honourable Member
himself has observed, the prices have recently shown a tendency to go down..
Besides, even today, they are not much higher than what they were in 1937-38,

or the prices which are considered to be fair by people who should be regarded.
as impartial and not partial to capitalist interests. Asregards oilseeds, it is-
true that their prices have risen, but the price of groundnuts has not risen.
very appreciably. Besides, during the last 10 months ending January, 1949, .
the value of the exports of oilseeds has been less than in the corresponding
period of last year. Perhaps there have been difficulties owing to want of
shipping facilities. But, however that may be, I mention this in order to

indicate that a rise in prices does not by itself indicate that prosperity which.
the Honourable the Finance Member wanted the figures pointed out by him

to be regarded as a proof of. 1t does not, therefore, appear, even taking such.
rise in prices as has taken place, that there is much reserve on which the Finance-
Member can draw so far as the public at large is concerned. I could subs--
tantiate this on the whole by reEarring to the prices of other important agri-

cultural products also, but at the time at my disposal will not permit me to

deal with them.

Sir, I will not go into details with regard to the taxation measures pro-
posed by the Honourable Member, because we shall have another opportunity
of discussing them. But I shall take leave to make one observation with
regard to the increase in the excise duty on sugar. Whether the sugar indus-
try can bear it or not, I am not concerned with for the time being. But I
wish to draw the attention of the House to the fact that very recently the
price paid to the sugarcane grower in the United Provinoces and Bihar was 10
annas per maund. Jt was then lowered to 9 annas 9 pies, and only a few
days ago it was lowered to 9 annas. It thus appears that the burden of the
new duty is going to be borne by the agriculturist and not by the consumer
or the manufacturer.

Sir, as the Budget is dominated entirely by the conditions prevailing on
account of the war I venture to make one or two suggestions with segard to
our general defgnce arrangements. If it is-desired that the publio ghould be-

(]
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aasociated with the conduct of the war, if the free consent of the public is
‘thought to be a desirable object in securing such money as the Government
might need, it is absolutely necessary that some arrangement should be made
in order to keep at least the Legislature informed :ﬁ:ﬁ regard to the policies
that are followed and the developments that take place. The Consultative
Committee suggested by His Excellency the Viceroy was to have as its object,
-as His Excellency said in October last :—.
~ *“The association of public opinion in India with the corduct of the war and with

-questions relating to war . )

Tue HoNoUuraBLE THE PRESIDENT : That was turned down by the

Tae HovorrasLE Panoir HIRDAY NATH KUNZRU : That precise
measure might have been turned down, but that does not absolve Government
~of their responsibility in this connection. They have yet to take steps in
-order to provide the Legislature with that information which is supplied to
Parliament in the United Kingdom at the present time. We have hitherto
‘been regarded only &s instruments for the voting of taxation. Our only business
:appears to be to provide Government with the money that they need and not
to share in those privileges which are enjoyed by the Legislatures in the self-
_governing countries. The question is not merely one of expenditure although
it has so far been discussed with reference to that only. It is, and to a much
larger extent, one of policy also. We must have adequate means of discussing
-the policies followed by the defence authorities and of bringing our influence to
bear on them. It is not enough however that a Committee should be established
‘in order to keep the Legislature in touch with the Defence Department. It
is also necessary that the whole House should on suitable occasions be provided
with that information which it is its right to be supplied with. If necessary
-even a secret session of the Legislature might Be held, as that of Parliament
was held a short time ago. I know, Sir, that the arrangements to which I
‘have drawn the attention of the House prevail in countries that are self-govern.-
ing and that we cannot by any stretch of language regard ourselves as being
<even within measurable distance of full self-government. Yet if Government
want to take us along with them, if they do not want to impose additional
responsibilities on us merely by their fiats, then it is their duty to take us into
‘their confidence and to devise appropriate measures for the purpose. They
-cannot have the support of the intelligentsia unless this vital matter is attended
-to.

Sir, there is just one more point that I shall touch on before I sit down.
Tt relates to sontrol over expenditure in general. I have no doubt whatsoever
‘that my Honourable friend the Finance Member would not allow even a pie of
our money to be wasted at any time, and particularly at this time when he needs
.and urgently needs all that he can get. But there are just one or two things
whieh I should like to bring to his notice and which I would request him to
throw some light on. It was announced the other day that the Office of the
Reforms Commissioner would be elosed down. It was said that it would cease
to exist as such but that it would become a part of the Governor General’s
Secretariat. I should like to know what this means ? If Federation is out of
the question, if nothing in connection with reforms can be donme at the
present time and the Office of the Reforms Commissioner is therefore not needed,

hat is the purpose of adding it to the Secretariat of the Governor General ?

‘%his, go far as I know, has not been explained as yet and I hope that the
Finance Member will be able to explain . it to the satisfaction ¢f the House
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Another point to which I would like to draw his'attention relates to the
Department represented by Mr. Dow. Inreply toa %gestion of mine he laid a
statement on the table of the House the other day. Now I find here that the
gazetted officers in the Supply ‘Department are 28 in’ number. Of these it
.appears seven have been directly recruited, and 13‘out of the remaining 21
-officers alre receiving higher salaries than before. In several cases the increases
.are not large, but there are certain officers whose pay has been substantially
increased. The pay of the Director General jimself has been increased from
Rs. 4,000 to Rs. 5,000, while that of the Secretary, who was commanding a
regiment till recently and was drawing Rs. 2,070, has been raised to nearly
Rs. 3,200. That is, in the latter case there has been an increase of Rs. 1,100.
"His pay now is probably higher than that of many an officer above him in the °
‘military hierarchy. I am not sure of it, but I believe:his.salary is very near
that of a Lieutenant-General now. There are certain other officers too whose
pay has been substantially raised. Now, I ask, Sir, whether this is an indication
.of the desire of the Government to introduce the fullest economy and to keep
-expenditure under check. As regards the remaining seven members, that is,
those who have been directly recruited,.I understand that one of them—I
do not want to name him—was earning a very small sum before his appoint.
ment as Deputy Director of Administration, but he has been appointed on a
salary of Rs. 800 per mensem. Lastly, I should like to point out that only five
out of these 28 officers are Indians. Could these arrangements be justified in
any circumstances ! Can they in the slightest degree be justified at the
present time ?

But, Sir, this is not all. My Honourable friend the Finance Member
referred appreciatively to the activities of the Supply Department the other
-day. My Honourable friend Mr. Dow told me the day before yesterday that
-only one out of the liaison officers so far appointed by lLis Department was an
Indian. As regards raw materials I asked him whether Government had
-appointed any liaison officer connected with the business in raw materials or

whether Government were in any way controlling the export of hides and skins
and wool. His reply was “ No, Sir. ”

TeE HoNourABLE MR. H. DOW : I think the Honourable Member’s
-question was whether the Supply Department was doing that. At any rate
I took his question to have reference to the Supply Department.

Tae HoNouraBLE Panprr HIRDAY NATH KUNZRU : Here is the
~question. I will read it out. I asked :—

¢ Are you controlling their export in any way so that they might go to England and
from there be distributed to various countries .

.and the Honourable Member’s answer was ‘* No, Sir .
Tae HoxouraBrLE M. H. DOW : That answer is quite correct.

Tre HoNOURABLE Panprr HIRDAY NATH 'KUNZRU : The House
-will judge now when I have placed the proper facts before it as to whether the
Teply was substantially true or untrue.

TrE HoNoUrABLE THE PRESIDENT : Will you please conclude now ?
1 have already allowed you 40: minutes. o

Tus HoNourasre Paxprr HIRDAY NATH KUNZRU : I will just
“finish, 8ir. This is the last point. - I should also like to point put that the
"Honourefles Member said that no officer had been appointed in connection °
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with the purchase of raw materials because raw materials were not being
purchased, nor was their export being checked. Now, Government issued a-
Press Notification on the 17¢h November, 1939, which was partially modified
by another Note which was issued about two weeks later. It states that
His Majesty’s Government—

‘“ have now como to the conclusion Jhat it is necessary not only to maintain th®
existing embargo on exports of black, grey and other coloured wool to all destination®
but also to lgrohi.bit. the exportation of white and yellow wool to any destination excep®
the United Kingdom ™.

Certain exoeptions have been allowed which are mentioned in both the Pres®
Notes that I have referred to, but the fact nevertheless remains that the export
of wool is controlled, that the export of certain kinds of wool is totally prohibited,
and that the export of white and yellow wool to any country except the United
Kingdom has been prohibited. As regards the appointment of a liaison officer
in connection with raw materials of any kind, the Press Note says :—

“‘Government have appointed Messrs. Ralli Brothers for Bombay and all areas north
of that City and Messrs. Binny and Co. (Madras), Ltd., Bangalore, for areas south of
it as sole purchasing agents for Indian wools required by mills for execution of Govern-
ment contracts’’,

I leave the House to judge whether the Honourable Mr. Dow gave Feplies
which were substantially correct and which conveyed a true understanding
of the situation to Honourable Members. I should like to know, Sir, in this
conneotion what the Supply Council is doing to which Sir Ramaswami Mudaliar
referred with great force in September last in this House. He pointed out that
the Supply Department would carry out its activities under the supervision
of the Supply Council. - How is that Council functioning ¥ Was it concerned
with the making of those appointments of which I spoke a little while ago ?
Was it concerned with the appointment of these liaison officers ? What are-
its duties —— '

. Tae HoNouraBLE THE PRESIDENT : Will you please conclude now ?

Tre HoNoURABLE PAxpiT HIRDAY NATH KUNZRU : And what is it.
doing ?

Sir, I have dpne. I will only say in the end that the picture that the
Finance Member has presented is an exceedingly gloomy one. How I wish
that while making his statement he had also given some indication of the
policy of the Government with regard to the development of those industries
in this country which can take advantage of the prevailing conditions as to
establish themselves firmly and be able to do without any protection or much
protection after the war. 1 wish he had said something on this point, so that
we might have known what positive policy the Government were following in
order to develop the resources of the country and to increase that income on
which alone they can draw in times of need.

The Council then adjourned for Lunch till a Quarter to Three of the Clock.

* The Council re-assembled after Lunch at a Quarter to Three of the Clock,
the Honourable the President in the Chair.

° Tas HoNouranrz Mr. HOSSAIN IMAM (Biher and Orissa : Muhamma.-.
* dan): Mr. President, the circumstances in which the Honourable the Finanoe
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Member presented his Budget were so out of the ordinary and difficult that it
would have been impossible for him to present a normal budget or a featureless
budget. The fact is that we are in the midst of a war and'&ee Congress might
say that we have been unwillingly entangled in it, but I for one am not prépared
to say that this war has been thrust upon India. The destiny of India is as
much concerned with victory as that of the British Empire itself. We stand
or fall together. The danger of the Nazi menace is not a danger for Britain
alone. It is a danger for every civilised country and, although we niay not
offer our unconditional and full support to the Government owing to its in-
ability to meet our demands, we cannot accuse it of having in any way brought
about this war on an unwilling India. '

Sir, the Honourable the Finagce Member took an hour and a half to
deliver his Budget speech in the other House, and the Honourable the Finance
Secretary took an hour in this House. I do not think I will be able to do any
justice to their speeches in the short space which I am going to utilise in giving
my observations.

First of all, Sir, I should like to thank the Department for having given
all the Members a Report of the Central Board of Revenue on Income-tax.
This, Sir, has given us a great deal of light and information on subjects on which
we wanted information. But I still have to complain that the Explanatory
Memorandum is a foundling. I complained last year that it is not fathered
by anyone and does not contain the amount of information which it used to do
up till 1936. The Honourable Sir Guthrie Russell has now assumed the
parentage of the Railway Explanatory Memorandum, but Mr. Jones still re-
fuses to adopt as his child the counterpart. Sir, I am not going to deal with the
accounts of 1938-39 which he has given, firstly, because it would not serve a
very useful purpose to deal with a thing whic{, according to the Honourable
the Finance Member himself, is past history. And secondly, we did not partici-
pate in the discussion of the Budget of that year, due to the feeling that we had
on the question of the Army Secretariat. So it would not be fair for us to make
any observation at this time. § .

Coming, Sir, to the current year, I am not going to waste the time of the
House by making a detailed criticism of all the items in it. Suffice it that
I shall deal with a very few important points. I am following the order of the

eech of the Honourable the Finance Member. In the customs income he
:Eould fairly admit that he had been guilty of wrong estimating. And it is,
Sir, something to be said in fairness to the opposition in this House, that the
Leader of the Opposition in this House was correct in his estimate of the sugar
income. He prophesied that the income would be Rs. 5 crores and 77 lakhs
from the combined excise and customs revenue on sugar, whereas the Govern-
ment had estimated it at Rs. 4 crores and 20 lakhs. The revised budget esti-
mate of the Honourable the Finance Member put it at Rs. 5 crores and 90
lakhs, which means that the Leader of the Opposition was wrong by 2} per
cent. and the Finance Member by 30 per cent. in estimating, That, Sir, does
not speak well of the arrangements for estimating the income of this Depart-
ment. ‘

Tre Hovourisre Stk JEREMY RAISMAN: Not guilty. -

. Tur HoNourABLE Mz, HOSSAIN IMAM : But, Sir, while on this head,
1 should Hke some explanation from the Horourablethe Finsnce Member on
the item of silver duty. ™ ¥¢'18a sott of rdid on capital funds Becajjee therd waa
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actually no import of silver., On this item which I am citing, the Finance

- Member stated that in the price that we were getting a portion as customs duty
was included. It is no doubt correot in theory ; but in actual practice you did
not import silver, therefore this external and unaoccrued income he haa taken
from the capital head, the actual price of silver received was greater than has
been credited to the capital head by Rs. 1 crore and 22 lakhs. It was only to
make up his demand for customs income and to provide himself with a surplus
that he has done this. It might be cited that there were precedents of this
kind in India, but on the basis of equity, I think he will agree that it is not
correct to take credit for a capital head income in this way because there is a
.duty on silver in India. That every saje of silver made by the Government
in India should pay a customs duty although it is not imported silver is bad
economics and wrong finance. This might have been justified if the price at
which we were selling was higher than our purchase price. But as it is, it is less
by 40 per cent. from the purchase price. Even from that small price to deduct
this amount is not fair play. Actually, if we take out this item from the cus-
toms, there is a greater fall than has been shown.

Tae HoNouraBLE SIR JEREMY RAISMAN: Wrong estimating ?

Tre HovouraBLe Mr. HOSSAIN IMAM: Your estimate was correct.
In the Budget you were perfectly correct, but when you came to actual alloca-
tion you have made this legerdemain by which you have credited to the revenue
account a sum which ought to have gone to the capital head.

I should also like to have some information as to the amount of silver
which was sold by our agents in London from September to 13th December,
and from 14th December when the Reserve Bank came in the field and started
selling. The time when the Reserve Bank started selling cannot by any
stretch of imagination be called as a fit period in which the customs duty should
be charged. Secondly, Sir, we have only second-hand knowledge from the
Report of the Reserve Bank that the Reserve Bank entered into a sort of
profit-sharing agreement on silver imports. No information has been given by
the Honourable the Finance Member on that aspect of the question—whether
we have suffered a loss or gain or what has happened ? e Reserve Bank
8aySs :—

“ On the.18th December, 1939, in exercise of the power conferred by the Central

Government, thq Reserve Bank introduced a scheme of licensing imports of silver on a
profit-sharing basis and fixed minimum and maximum prices for the sale of imported

silver *.

Was there a profit or a loss on this head in the current year ¥ This has not
been indicated by the Honourable the Finance Member. If this addition to
the proper customs duty had not been made and if sugar is excluded, I find
there is a fall of Rs. 1,62 lakhs in the income from other heads of the customs
"revenue. So that the ordinary basic figure of customs income is only Rs. 39,03
lakhs.

Sir, when I look at the income-tax figures, I find that the Honourable
Member has himself admitted that they had not correctly estimated the in-
come and they are going to receive more than they had budgeted for. So far
so good. But I am rather in a difficult position, for whilb I quite agree with
the Honourable the Maharajadhiraja of Darbhanga that the Income-tax De-
partment is very harsh op those who are honest, I find that it, hap gipgularly

failed to:deal with those Wwho are erooked or skilfu] enough to eyade,. I find,
_Sir,from the report I hawe mentioned that, hanest. Bihgx is in » pesnliacly had
e ¢

position as far as assessments are concerned—

\
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TeE HONOURABLE Stk DAVID DEVADOSS : As far as honesty is oon-
<erned ¢

Tae HoNovraBLE MB. HOSSAIN IMAM : No, Sir ; as far as the Depart-
ment’s depredations are concerned. You will find from the report that where-
-a8 the number of assessees at the end of year under review in Bihar was 16,410
the number of those who filed appeals under section 30 was 3,003. You will
be surprised, Sir, that Madras, with 58,342 assessees, had only 3,622: ap-
‘peals——

TeE HoNOURABLE SIR DAVID DEVADOSS: What does it show ¢

) (

THE HoNOURABLE ME. HOSSAIN IMAM : They might be honest or the
‘Department might be more pliable. In Bombay, out of 1,32,085 assessees,
only 5,612 had to go in appeal. The proportion there is about 4-2 per cent.
whereas in Bihar the proportion of assessees going in appeal is 8o high as about
18-4 per cent. That is a thing which requires going into. It is not an empty
complaint—— '

TeE HoNoUrABLE SiR DAVID DEVADOSS: What was the result of
‘the appeals 1

THE HoNoURABLE Mr. HOSSAIN IMAM : Sixty-two per cent. of cases
were successful in Bihar. The Honourable the Finance Member comes from
Bihar and I also come from the same province. So we know each other.

Sir, it is a surprising thing that out of the whole of India, there should be
only 16 millionaires in British India. It is inconceivable that there should be
.only 16 millionaires, those who have an income of Rs. 5 lakhs or more. Only
16 people ! Can any one believe it # It is a sheer evasion. I think you could
find more people with an income of above Rs. 5 lakhs in the City of Bombay
alone from where the Honourable Mr. Parker comes.

I find that although grading of individual incomes has been made, there
is no grading for the income of companies and re%istared firms. All this income
is jumbled together under one head in Return IV. If possible, we wish that
there should be a grading of the corporation income as well as in the different
classes below Rs. 50,000 as there is for Rs. 50,000 up to Rs. 5 lakhs, there is none
for Rs. 10 lakhs and above, so that we might get the figures for the income
of the corporations of each place as well as of each class, the Indian companies
.and those which are registered outside but carry on business in India. It is
very difficult now to find out how the foreign firms who are established in
India are evading the tax. ’

8ir, I am not going to deal with the defence expenditure of the current
year. I shall deal with it when I am dealing with the coming year’s budget.
I also wish to enter my protest against the unorthodoxy of the present Finance
. Member. Perhaps he is following in the footsteps of Sir James Grigg about
the revenue surplus. Revenue surplus, under ordinary ciroumstances, shounld
go towards the reduction of debts. He has admitted that in his speech. But
1 wish to stress the statement made by Sir James Grigg in this House last year
when I asked him that the Burma portion of the capital repayment should ‘go
towards the capital head and not g:wa.rds the revenue account. His ' words
-were as follows :— - g " : ' ‘
“1 f;leadod ﬁ.i.l:y to & certain diminution of orthodoxy in that respect last year and

.- think 1 ssid tor that I had Moped to presbntiin that respect a fairly orghadox budget
- but.thet deglining revenus which. set in at the end of the year preyented our daing so ™.
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That excuse is non-existent now. You have a surplus. What possible excuse:
have you got for not transferring to the capital account that. portion of Burma.
annuity which represents capital repayments ? The first charge on revenue
. surplus was to repay this liability. I think the Honourable Mr. Parker will
-agree with me, as he has been a very staunch supporter of orthodoxy in these
financial matters, that this should have gone there. '

Coming to the current year’s budget, I am not one of those who favour
that we should finance our war expenditure from borrowed capital. The
present generation is entering this war for its betterment and it should pay for
it, unless it finds the burden too great. The example of England is not relevant.
to us. England, after making every endeavour and great sacrifices and failing
to find more money, bas now, as a last resort, decided to go-in fur borrowed
money., We have not been reduced to that stage, and we would not be justified
in lea¥ing the deficit uncovered and transferring it to the capital bead. Iam
also conservative enough to feel that a budget estimate should err on the right.
side, and if there is a conservative estimate of the income, it is not to be con-
demned. But a deliberate under-estimating should not be permitted. I find
that there are two items of deliberate under-estimating under the Customs
head. The Honourable Member has thought perhaps that the Congress is
assuming power in the Centre as well, and that the income from fermented
liquors and other spirits is going to fall tremendously. The first and second
heads of the Customs income have been estimated to show a fall of Rs. 54
lakhs from the last budget which is not borne out even by the revised budget
estimates. I think he has been too optimistic in expecting that the Congress.

-will be coming again quickly and taking over charge of the Centre too and
bringing prohibition in its train. And the other item is one in which I cannot.
understand the reason for that under-estimating. It is motor spirit.

THE HoNOURABLE SIR JEREMY RAISMAN : The Honourable Member
will forgive my interrupting him. There has been a misprint. The figure of
Rs. 7 lakhs in 1940-41 under the first item should have been Rs. 27 lakhs. It
only allows for a drop of 10 per cent.

TeE HoNOURABLE ME. HOSSAIN IMAM : Then the fault was that of the
printer’s devil.

Sir, I was dealing with motor spirit. I cannot understand on what basis:
the Honourable Member has estimated this. Except
that he is anxious to under-estimate the income there
can be no other explanation for it, because we have increased the duty from
10 to 12 annas and as such there should have been an increase of one-fifth in
the takings from that item, whereas the actual budget figures are less than the
revised budget estimates. '

Tae HoNouraBLE SiR JEREMY RAISMAN: Look at the Excise,
You will find it there. Look at Statement III ; you will find Rs. 1,60 lakhs.

. THE HONOURABLE MR. HOSSAIN IMAM : You will find, Sir, that on
mgtor spirit the actual taking in the accounts year is Rs. 5,15 lakhs, and the
‘Hopourable Member had estimated in the reviced budget of the current year:
an income of Rs. 5,90 lakhs. Now, after an increase of 20 per cent. what
possible reason can you have for budgeting for a fall of Rs. 16 lakhs %

‘Tas HonouraBLd 812 JEREMY RAISMAN ¢ Look. at 6, item

(). O/Innte'ad of spreading the increate over two héads we have, 1t the ‘whole.

- s
[y
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of the increase under the Excise head. A certain amount of motor spirit is
produoced in India and a cartain amount is imported, and for simplicity we have,
put the increase there. It comes to the same thing. .

Tre HonourasLE Me. HOSSAIN IMAM : Well, it might be more con-
venient, but it is more confusing to us. I thought ﬁerhapq, there had been
a new find of oil bearing strata and the Honourable Member was expecting an
increase in the excise because of that. I'think about 80 per cént. of our supplies
:are imported and not produced in India. ' ’

Now, Sir, I remember last year to have criticised the Government for -
keeping the excise duties as an unimportant part of their revenue structure.
I recited that in other demoeratic countries like England and France, exocise

' formed about 20 per ocent. of the tax income of those countries, and I pleaded
that excise should come up to the same mark in the Government of India. But
I had not bargained for that reacting like a boomerang on us and resulting in
this extraordinary rise in sugar duties of 50 per cent. and 20. per cent. in motor
spirit. These subjects can be dealt with more conveniently at the time of the
Finance Bill, so I am not going to hammer at the point now, but I would like
to ask the Honourable Member to consider the feasibility of tapping new sources
for his excise. He should be prepared for a further fall in customs income.
‘With the development of the self-sufficiency programme and increase in indus-
trial development of India, customs are bound to become subsidiary and lose
their primary position in the structure of the Government’s income. For this
reason it is necessary to find new sources which can be tapped and the old sources
-should not be continually touched one after the other. It is only recently that
‘the tax on sugar went up from Rs. 1-8-0 to Rs. 2 and now it has gone up from
Rs. 2 to Rs. 3 per cwt. Textiles are a very profitable source of income if they
:are tapped.

Sir, we are told that in this time of war, sacrifices are called for and every
one must be prepared to make sacrifices for the sake of the common good. But
is the Government setting a good example ? I hear that there is war profiteer-
ing in the Secretariat too. The emoluments are rising and the civil estimates
-are on the up-grade. The Honourable the Finance Member has said in 'his
:speech that the civil estimates are up by Rs. 1,51 lakhs. But he had taken the .
figures of the current year as compared with the coming year. I would prefer
to compare the last normal year ending 31st March, 1939 with the coming
year ; and thus I find that the increase is of Rs. 2,40 lakhs in civil estimates.
That great increase does not show the anxiety of Government to bring down
its expenditure in order to meet the greater requirement of financing the war.
Particularly I should like to say a few words about the Civil Aviation Depart-
‘ment, a favourite of the Government of India. Last year I drew attention to
‘the fact that while agriculture was suffering and grants to it were being reduced,
the civil aviation was coming in for more and more grants. (Anl%onourable
Member : ‘‘ That is very necessary.”) It might be necessary, but it is more
necessary to feed the starving than to have good clothes to put on. It is not
-an urgent necessity of life. Civil aviation has already cost us and is costing
us about Rs. 25 lakhs recurring. In the past we made a present of Rs. 98
lakhs as a lump sum grant and we are going to make another lump sum grant in
seven years of Rs. 1,75 lakhs ; that is to say a lump sum grant of}i?e.?,% lakhs
and a recurring demand of Rs. 25 lakhs a year ; while agriculture, the mainstay
.of 80 per.cent. of the population, is to have its grants curtailed. s

. thm HoNouraBLE M. P. N. SAPRU: Agriculture is a provjneial sub-
ject. ., ' '
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Tae HoNouraBLE Mr. HOSSAIN IMAM : If it is a provincial subject
then aviation is also a military subject. As the Honourable Member has
himself said, it is only as a help to the military activities of the future that-
landing grounds, etc., are being provided, so that the Royal Air Force and
Indian Air Force should have use of them. It is an indirect military expendi--
ture which is saddled on to the civil estimates.

Then, Sir, I come to the Department over which Mr. Dow presides. T
have first of all some obscure points which I hope the Honourable Finanoce
Member will clear up. He says in his Budget speech that this Department
has received orders from His Majesty’s Government amounting to about Rs. 14
crores. We are charging them 3 per cent. on this purchase. I hunted up the -
Budget to find where was this credit of the amount of commission which we
are going to receive from His Majesty’s Government. There is no heading of
Supply Department’s income in the budget estimates.

TeE HoNoURABLE Sik JEREMY RAISMAN : Miscellaneous.

TaE HoNoURABLE MR. HOSSAIN IMAM : Or is it income arising out:
of the war, because that is the only new head of income which I have found.
Secondly, Bir, it is rather strange that the Supply Department should be made
up of two links, one of which is out of its control altogether and the other is
Is)a.rtia.]ly out of ite control. The Indian Stores Department is not under the

upply Department although the major part of the purchase of the Supply
Department is made through the Indian Stores Department ; and the Con-
tracts Directorate is also filled in by military people and therefore not altogether
under the control of the Civil Supply Department. Had it been a civil depart-
ment, there would have been no necessity of taking its officials only from the.
Military Department. We find, Sir, that in reply to one of my questions the
Honourable Mr. Williams stated that there were four second lieutenants whose
former pay was not known, but who were drawing Rs. 1,165 a month. For a.
second lieutenant with an Emergency Commission to receive Rs. 1,165 a month
is somewhat strange as it is nearly thrice the ordinary pay of a second lieute-
nant. If we had control on this personnel, because the heading is the Depart-
ment of Supply, I know that civilians would not be generous. I find there is a
case of Major Marriott whose former pay was Rs. 610 and who is now drawing
Rs. 1,510 ; but there is a world of difference between the pay of a majer and
a second lieutenant, not less than Rs. 400 as is given in this reply. Then, Sir,.
there is a general complaint that the Supply Department has become the
monopoly of those favoured few who either were formerly in the good books of "
its two composite arms or who entered in the first rush. It is now almost a.
close preserve of those who were there in the first place. My community, as:
it is always a late comer, has specially a great grievance against this. But it fs:
not a grievance confined to Muslims alone. I know that Sikhs, Indian Chris-.
tians and others are also complaining that they have not been given fair treat--
ment.

Tae HoxoUmraBLE THE PRESIDENT : Will you please conclude your
remarks ¢ You have already had 85 minutes.

Tee HoNouraBLE MR, HOSSAIN IMAM: Very well, Sic. I am just.
ishing. I think that Pandit Hirday Nath Kunzru's questions and: the:
answers to them by Mr. Dow require some elucidation. He has hrought a.
case of giving monopolies to cerfain firms and perhaps the Honourable Mr. Dow-
did not realise exactly what the Honourable Member was asking. Qtherwise-
there could‘not be any justification for his emphatic “ No” after Jooking at
this ngtiﬁoation which the Honourable Pandit Kunzru read out. '
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Sir, as far as the defence budget is concerned, there can be no doubt that
it was bound to rise. Everyone expected it to rise. But knowing that we -
have not yet actually entered into war, that our armies are not fighting and -
we are not paying for the expenditure on actual war, it seems rather staggering ,
that in preparation for the war we should be called upon to foot such a heavy

THE HONOURABLE THE PRESIDENT: There are many other"
speakers.

TaE HoNOURABLE MR. HOSSAIN IMAM : I am not dealing with details ;
they have been coveted by previous speakers. I am going to deal only with
subjects which have not yet been dealt with.

Sir, we are grateful to the Honourable the Finance Member for having
stated categorically that the lump sum grant in the current year is not going
to be repeated in the coming year ; for that we are very grateful, but that also
establishes that there is no justification for its payment and that it has been
extracted out of us. That was bound to happen between His Majesty’s Go-
vernment and a subsidiary body like the Government of India ; there can be
no compromise except that one will dictate and the other will have no option
but to accept. We expected, Sir, that the Government of India would be wiser
and would understand that India is no longer a child, that it understands its
position, and is willing to share not only the cost but also the responsibility,
power and everything connected with it. It was high-handed action on the
part of Government in not associating Indians in this settlement. They had
at the headquarters two persons eminently suitable to be associated, who had
experience of these things. I refer to those who were members of the Garran
Tribunal, high judicial officers who were both available at the headquarters,
who had knowledge of the subject. What was the harm in associating them .
with this discussion ; that would have assured us that everything possible was -
done by the Government of India and that they were over-ridden by His
Majesty’s Government,

TrE HoNoURABLE THE PRESIDENT : Will you please conclude now 7.
I have allowed you nearly 40 minutes. ’

Tag HoNouraBLE MR. HOSSAIN IMAM: I am not dealing with any
other subject.

TaE HoNoURABLE THE PRESIDENT : You will be compelling me to fix
a time limit.

THE HoNoURABLE MR, HOSSAIN IMAM: I will not take more than
four minutes.

TeE HoNoURABLE THE PRESIDENT : I cannot allow every Member to
speak for 40 minutes. You have already occupied much time.

, THE Honomuw Mzr. HOSSAIN IMAM : S8ir, I find that the Honour-
a‘ple the Finance Member was very discreet, but his budget papers were not
discreet enough. In the budget estimates it is shown that Rs. 8,76 lakhs was
expected to be recovered under Defence Services receipts, but in the revised:
budget therecovery has been reduced to Rs. 5,88 lakhs on the first page of the
Budget paper. What is the reason for this reduction of Rs. 2,87 lakhs in the
teceipt from the Defence head ? Then, Sir, in Statement C tn.our Capital
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Accounts, we ‘find_there is noted a receipt dnd expenditurg of Rs. 7,77 lakhs
in'1939-40 and Rs. 13,00 lakhs in the year 1940-41. “Ts that the contribution"
by His Majesty’s Government toWard: Defence expenditure or am I right
in assuming that it is a part of the grant under the Chatfield Committes Report ?"
Sir, in order to do justice to His Majesty’s Government the Honourable the "
Finance Member ouéht to have enlightened the House as to what it is going to

cost His Majesty’s Government and the saving to India due to this arrange-
ment.

Tue HonovuraBLE Sie JEREMY RAISMAN: Even Parliamént does
not know that.

Tt HoNouraBLE MR. HOSSAIN IMAM : You have not mentioned it in
your budget. papers ; you have not mentioned it in your speech.

‘Tug HoNourabLE THE PRESIDENT :  Will you please resume your seat
now ?

TeE HoNoUrABLE MR. HOSSAIN IMAM :  Sir, I have concluded.

THE HoxoURABLE MR. H. DOW (Nominated Official) : Sir, I think it is
desirable that I should get up at this stage and try to answer some of the criti-
cisms that have been made about the Supply Department. The last speaker
has mentioned one or two small points on which I admit that I cannot give
him answers straightaway but I can tell him what the answers probably are.
He referred to certain second lieutenants who, I think he said, were drawing
the pay of Rs. 1,185 in contrast with the modest salary which is drawn by a
geﬁtf‘eman of the rank of major in my own Department. I think that the ex-
planation is probably that these are emergency commissions conferred on fairly
sénior people who have special knowledge derived in their private life of the
work which they are doing in the Contracts Directorate. As regards Major
Marriot, I happen to know the fact that he is a retired officer and the com-
mission from which he derives his title was granted to him in the last war.
He comes to the Supply Department from a purely civil post. In any case,
if the Honourable Member wishes to pursue these questions further. I shall
be very pleaged to find out the facts and give them to him privately, or if he
prefers to have them aired publicly, in an answer to a question in this House.
I can assure him that there is nothing that the Department wishes to hide
in the matter.

I think, Sir, that it would be most advantageous to the House if I try to
deal with the major questions of principle which seem to be behind these criti-
cisms, and I will deal with them in this order. There has been oriticism of
the relations of the Department with the representatives of Indian industry.
Secondly, although the direct charge has not been made, it is easy for me to
feel that there is prevailing an idea that somehow financial control is somewhat
looser in the Supply Department than it is in other Departments, .and al-
though perhaps, if this were true, it would be rather a criticism against the
Finance' Department than against the Supply ‘Department, I shall :do my
best to deal with it. Thirdly, I shall have a few words to say about the extra-
vagance of the Department of Supply in general; and last of ail, I shall try
to give Members a rather.clearer idea than they have at present of the work
which the Supply Department is actually doing. And I regard that as all-
important because I think that, if théy had had a clearer iden, some of their
orjticisms would not have been made;: =~ - ' ' i
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To speak then, first, of our relations with the representatives of Indian
industry, it has been alleged that, out of the 1drge number of controllers and
advisers, we have only one Indian. Sir, the Department selects advisers for
a particular industry only when the volume of its transactions or the com-
plexity of its transactions in tonnection with that industry seem to call for it.
I think it will be generally admitted that the less ive have to exercise control
over an industry, the better. Now, Sir, all our advisers, with the 'exception
of two, to whom I referred specially in an answer to a question the other day,’
have been appointed as the result of selection by representative bodies of the
industries themselves. That is, in the case of those industries which have
a regular organisation, they have been the selection of that organisation.
Where the trade is not so well organised, we have called together the most
representative meeting that we could get at short notice and with the know-
ledge at our disposal, and we have left the selection' to those bodies. And
the gentlemen selected have been the unanimous selection 'of these conferences.

There is an old proverb that the man who wears the boot knows where
it pinches. I should have been very much more perturbed at oriticisms of
this kind if they came from the people who were subjected to this comtrol,
and who might fear that due attention was not being paid to their interests
because we were getting wrong advice. The criticisms do not come from
those quarters. The Department is working in the greatest harmony with
those partioular industries for which we have appointed advisers or control-
lers, and I most gratefully acknowledge the assistance which has been given
to the Department not only by those advisers, but by the whole body of
the industry. The Honourable Mr. Kunzru has referred again to the subject
of raw wool. In an answer to a question a couple of days ago, I stated that
we did not at present need a controller for raw wool and that, if at any time
we did want a controller or an adviser for raw wool, we should go about it
in the same way as we did in appointing the other advisers, that is by calling
as representative a meeting as we could get together .of the people interested
in the industry. It is true that a certain measure of control has been effected
by notifications issued in the Commerce Department forbidding the export
of certain kinds of wool, but it is quite true, as I stated, that the Supply De-
partment is not buying raw wool on any considerable scale. Here and there,
incidental to something else, it may be necessary for us to buy a small parcel,
but as far as I know we have not even done that. We are neither buying
it directly for ourselves nor for His Majesty’s Government, and I think there,
is no inconsistency at all between the facts and the answer which I gave in
this House on the subject two days ago.

I will now pass to the subject of financial control, I have never worked
under a closer and tighter financial control than I work under at present.
I make no objection to this, If financial control is a rod, I kiss it. In fact,
I do not mind admitting that, if it were not for the closeness and directness
of the financial control in the Supply Department, I could not possibly have
got through the amount of work that has been got through in these last
six months. The amount of actual work which the Finance Department
has in connection with the Supply Department has indeed become so consider-
able that it has just become necessary to appoint a special financial officer
of the rank of Joint Secretary who actually sits in the middle of the Supply
Department, and nobedy is more grateful than myself that the Finance De-
partment can get at us so - quickly. I hold, three times & week, & sort of
Directors’ nfeeting of my principal officers. There is an understood rule that
this meei’ﬁais not to last more than e quarter of an hour, and the prineipal «
object of this meeting is that every officer who feels thet he has got & biggish
L

.
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roblem coming along should mention it, and get instructions on  very general’
ines as to how to proceed. The Financial &ﬁoer is'in these meetings. It
has been laid down as an instruction very clearly to every one of my principal
officers that whenever he sees a problem in which the Finance Department
are going to be concerned, he must get them in on it at the first possible
moment. If b has made a mistake which is going to land him in trouble,
it is all the more mecessary that he should bring the Finance Department
in at once to help him to clear it up, and I give my Honourable friend, the
Honourable the Finance Member, due warning that if there are going to be
scandals in the Supply Department—and it may be there will be scandals
and they will certainly be mare’s nests—I shall do my best to drag him into
it as well as myself at the very earliest possible moment, and see that he
shares the responsibility, and I have not the slightest doubt that he will be
willing to do so.

Now, Sir, I come to the question of establishment. I produced a list
a few days ago in this House which has been given a certain amount of publicity,
of which I do not complain. It has, I think, left in the minds of many people
an idea that salaries and increase of salaries in the Supply Department have
been on a higher scale than usual. I think that if similar statements were
prepared for other Departments of Government showing the salary that
officers held before they were promoted to their present positions, the Supply
Department would not come out of the comparison badly. I deny entirely
that the salaries or the increase of salaries, which have been given to officers
on promotion in this Department are larger than in other departments. It
is impossible, of course, to justify every particular instance in a speech of this
character, but on an average, I do not think the Supply -Department have
been treated any more liberally than any other Department. I will only
refer to one officer by name as he has been already referred to, and that is,
Colonel Wood, the Secretary of the Department. The statement which I
produced disclosed that this officer had been given an increase in salary of
nearly a thousand rupees a month. The statement did not disclose that
earlier still this officer had held a Secretariat appointment in which he was
getting a much larger salary than he was actually drawing as Regimental
Officer at the time. He gave up that Secretariat appointment of his own
will to take, on a very much lower pay, a regimental appointment, because
he had the natural desire that every soldier has not to lose the opportunity
of being in command of his own regiment. Knowing his record, knowing
that he was an officer who had devoted a great deal of thought to questions of
the organisation of supply in war, he was one of the first officers that I asked
for. I thought I had got the right man and now after some months of ex-
perience I am sure of it. He has fully justified his selection as a Secretary
to Government, and incidentally, though he is certainly as hard-worked as
any Secretary to Government, he gets nearly a thousand rupees less than
any other Secretary. One other case was not referred to by name, and I
am not quite sure whether the Honourable Mr. Kunzru was making a refer-
ence to the same person to whom reference was made in another place. There
have been statements in the Press to this effect :—

“ Tt was disclosed that a gentleman whose worth was éstimated at Re. 100 & month
was thought by the Supply Depsrtment worthy of Rs. 1,600 & month."’
[ ]
«  Now, Sir, nothing of thé kind was disclosed. - In the course of & supple-
mentary question the ‘assertion was made, and the 'answer given wag that if
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any such case was brought to the Honouraje yember’s notioe, he would
investigate it. Nothing has been disclosed, becguise the truth is that there
is not a word of truth in the allegation—not a word of* truth.

Tax HoNouraBLE Mr. HOSSAIN IMAM : What are the actual facts ?

Tus HoNoUABLE Me. H. DOW: There are no facts. There is no such
case, to the best of my knowledge. '

Now, Sir, coming to the actual charge of extravagande, whatever the
salaries given were, even though they were only the normal run of salaries,
I should agree that if the work done did not justify the expenditure on the De-
partment, then the charge of extravagance would certainly stand. I have,
at very short notice, Sir, tried to get some figures to justify this charge. I
had no idea myself, when I started to extract these figures, what the result
would be. But I did say to myself, ““ Well, if they go against me, I will agree:
that there is force in this criticism, and I shall have to do something about it .
I have, Sir, extracted figures of the cost of the Indian Munitions Board in
'1917-18, t.e., the fourth year of the last war, and the value of the purchases
that that Board put through. I have collected similar figures for the Indian
Stores Department, the Director General of the Indian Stores Department
in London, and the Director of Contracts in the year 1938-39, the last year
for which complete figures are available, and I have lumped them together
because they are the main peace time purchasing organisations of Government.
And, lastly, I have taken the expenditure on the Supply Department and have
included in that expenditure such expansion of the Indian Stores Department
and the Director of Contracts establishment as has been due to war supply
purchases, and I have lumped them as expenditure of the Supply Depart-
ment, and I have taken our war supply purchases. In other words, I amr
comparing the cost of the Supply Department with the cost of a War Supply
Department in the fourth year of thé late war, and I am comparing it with
the ordinary peace time purchasing organisation of Government. I come to
the following results. I have worked out from th> cost (including establish-
ment), and from the purchases by these Departments, the cost of purchasing
one lakh of rupees worth of stores. The Indian Munitions Board cost Rs. 3,030
for every lakh of rupees worth of stores purchased. For the peace time or-
ganisations of Government that I have mentioned, in 1938-39 the cost was
Rs. 3,270. This figure is admittedly inflated by including the cost of the
Director General of the Indian Stores Department in London, which one would
naturally expect to be higher than expenditure out here. In the Supply De-
pa,rtmznt the corresponding figure is Rs. 485. It is about one-sixth or one-
seventh.

8ir, I see a little surprise expressed, and I was myself surprised for a mo-
ment, and then I realized that the comparison was not quite fair. These:
purchases on behalf of the Supply Department include one very large transac-
tion, the purchase of 500 million sandbags, which accounts for a good deal
of the money. It comes to about half of our purchases of jute goods. Now
if I leave out half of our purchases of jute goods the cost of the Supply De-
partment and its organisations for each lakh of rupees of purchases comes to-
Rs. 741. If I weight the case definitely against myself and leave out all the-
jute purchases—they are left in for the old Munitions Board and the peace-
time purchases—if I leave out all the jute purchases of every description,.
the cost is Rs. 1,5670. In other words, it is about half that of the other orga--
nisations. o L °

Or, 8ir, % put these figures in another way, for every rupee spent on the
organisation of the Munitions Board in the last war Rs. 32 wdrth of stores yere
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urchased. For one rupee spent on our peacetime organisations last year,
. 30 worth of stores 'were purchased. The Snpply'%epurtment figure is
Rs. 208, or, if I leave out the whole of our jute transactions, it is.Ra. 64.
That is, putting it at its very worst, and weighting the case against the Depart-
mer:n:(,l we are costing no more than half ofg the other bodies that I have men-
tioned.

": As I have said, I have worked out these figures very quickly and very
roughly, but in the main I am confident that they are correct. And, even if
the Supply Department is merely regarded as an instrument of purchase,
all the olaim that I make is that there is absolutsly no ground whatever for
these general charges of extravagance. But, Sir, that is only a .small part
of my case, because the Supply Department is very much more than an in-
strument of purchase. Indeed if it were nothing more than an instrument
of purchase, and if its only duty was to co-ordinate the work of other purchas-
ing organisations, I should be the first to disband the greater part of my
establishment, to hand most of the rest over to the Indian Stores Department
and to propose, if I were to be left in my post, a very large reduction in my own
salary. But the work which the Supply Department is doing is for the most
part work which was not done before, and which there was no other organisa-
tion to do. We do not get often large orders from His Majesty’s Government
for things that we can go straight out into the market and buy. We are
usually asked for things which cannot be got in this country, which possibly
have not been made before in this country, or at any rate are not available
in the quantities required, and it means that either the produetion of these
things has to be organised or that the order has to be refused. In peace time
if the Stores Department were to get an order of that kind all that they would
say, and rightly, “ We do not do this ; go elsewhere ’. No doubt if inquiries
of that kind were continually being made, industrialists would take up the
matter and eventually meet the demand. But in war time we cannot do that.
‘We have to devise means of getting these things done at onoce, and the greater
part of our purchases are things o% which the supply has first of all to be or-
gonised, and very often new industries or new adaptations of industries have
to be brought: into existence. '

I will, Sir, at the risk of wearying the House, just mention a few of the
larger items. There is the question of cotton canvas. Very small quantities
of cotton canvas were being made in this country, but with the shortage of
flax due to the position with regard to Russia, the British Government has
had to fall back very extensively on the use of substitutes. The Supply De-
partment—and I should like it to be understood that whenever I mention
the Supply Department in this connection I mean the Supply Department
and the representatives of Indian industry whom we have brought into con-
sultation, because the great burden of the work has in some cases fallen upon
them—the Supply Department got a sample made and sent it home by air
mail. As a result of that, orders up to Rs. 46 lakhs for this material have
beén received already, a material which was only made in very small quanti-
ties before, and of which large scale production had to be planned before the
order could be undertaken. °

Another thing is an entirely new fabric which the combined enterprise
of the Master General of the Ordnance Branch, the Supply Department and
the trade have evolved out of jute and cotton, which is called Union fabric.
You will ree that two of India’s major industries are involved in this enter-
prise and it has enabled them to strike out w line which is'c4psble of very

-
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large development. We have sent samples home by air mail. Large scale
tests are now going on which we are confident this material will satisfactorily
stand. and, subject to those tests, we expect to get orders for three-fourths
of a crore of rupees almost immediately.

Then there is the matter of Boots, with regard to which we have had
prolonged negotiations with His Majesty’s Government. As a result we
have recently received an order for no less than a million pairs of army boots,
of which the cost will be in the neighbourhood of one crore of rupees. Now,
to make the acceptance of an order on this scale at all possible has meant the
close co-operation of the Supply Department through their advisers not only
with the boot-making business but with the leather industry in general. That
has taken us very far afield. We have found that the supply of certain chemi-
cals could not be relied on. We have taken up the organisation of the supply
of those chemicals and hope to have those made in India too. In an army
boot there is a great deal of stuff which is not leather. There are as many
as thirty different things, none of which were made in this country. We
are taking up the making of those things in this country. I think within
a short time we shall have 80 to 90 per cent. of those articles made in this
country.

We received early in the war an enquiry for another cotton' textile
material which we found was not made in this country. The mills were asked
to make the nearest sample they could ; we sent it home by air mail, and we
immediately got an order for two million yards. The material has made good,
and up to now orders amounting to 10 million yards or Rs. 24 lakhs have been
received.

For blankets we have had orders coming up to Rs. 90 lakhs and about
half of these contracts have already been placed. In order to get the balance
a conference of the hand-loom industry was held. We have earmarked a
large proportion of this order for the hand-loom industry, and are at present
at work on a modification of the specification for these blankets which will
be adapted to the needs of the hand-loom industry.

Again, our investigations into India’s requirements of copper revealed
at once a very grave shortage. The Indian Copper Corporation is the only
Indian firm refining copper from indigenous ore and although the Defence
Department and other Government requirements could have been met from
this it would have caused very great difficulty to the civil public, whose re-
quirements could not have been held to be an absolute necessity or a war
demand. We have come to an arrangement with the Indian Copper Corpora-
tion by which they have been enabled to import copper from Rhodesia, and
this copper is being refined by the Indian Corporation. They are erecting
special fE:naoes for the purpose and the firm will pay directly for the copper
which it imports and will be permitted to charge Government such rates as
are fixed by the Supply Department, the basis of the arrangement being that
the firm will not be out of pocket but will supply at cost. ‘Fglerther, difficulties
over zinc, because zinc was necéssary for the Indian Co%peer Corporation
before they could turn it into yellow metal. The Supply Department has
helped them out of their diﬁcuﬁies and has now arranged to. get imports of
zinc from Australia. o ' ' :

I may mention ene last instance. That is the case of a large amount
of steel hutting to be made to ' a. particular . specification, The
first - thing .done. was to redeeign the whole.- of the United ., Ki
drawings and {gpecifications in -order 'to. adapt them o8 far as - possible. to
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the use of Indian materials. Next the Department had to arrange the
my from the United Kingdom of oertain articles which could not be

e in this country, and then lastly to arrange the delivery as
quickly as possible without interfering with deliveries of a large
number of other urgent requirements placed by the Defence Depart-
ment. That has meant a good deal of organisation, but I might say that it
has resulted in orders to the amount of Rs. 40 lakhs. The steel huts when
ereoted will.cover a space of about 17 lakhs square feet.

Sir, I am afraid I have rather exceeded my time, but I want to make
clear that I do not accept the charge of extravagance. I think that the Sup-
ply Department is being very economically administered, that it is doing a
great deal of work for Indian industry ; and it is under full financial control
as 1 hope it always will be. -

Tee HoNoUrABLE Ral BaHADUR Lara RAM SARAN DAS: May I
ask one question of Mr. Dow, Sir ? I understand that there are many rich
deposits of copper in the Central Provinces. Has Government tried there ?

Tee HoNoURABLE THE PRESIDENT : I can tell you that. There are
no good deposits. I have myself burnt my fingers.

Tee HoNourABLE Mz. R. H. PARKER (Bombay Chamber of Commerce) :
Sir, I am sure we have all listened with very great interest to what the Honour-
able Mr. Dow has been telling us, and I think it is a matter of great importance
that we should have information of this kind from time to time to guide us
both in our thoughts and. our criticisms.

Turning to the Budget, I think we must all be very oconscious that we
are among the comparatively fortunate, members of humanity and perhaps
even the Finance Member will agree that he is a fortunate Finance Member.
Despite the ups and downs of a year, including seven months of war, he anti-
cipates a favourable balance and there are not many countries in the world
that can do that. There is one point that he draws attention to which I
would like to emphasise. Our position would be very much worse and a very
different one if it were not for the protection afforded by the British Navy.
There are two forms of danger about expenditure to my mind. While I am
all against wasteful expenditure—and I have no doubt that the Honourable
the Finance Member is too—there is the danger of not incurring expenditure
which ought to be incurred and I hope he will keep his eye in that direction
also. I would like to congratulate Government on the improved administra-
tion and the results of it on the income-tax receipts. I think probably some
Honourable Members who were critical of the a.ppointment of a certain gentle-
man some few years ago will now agree that it was a very wise step. I do
not know whether I am right in reading into the Honourable Finance Member’s

reech a feeling that the present Railway Convention is not altogether satis-
?a::ory. I personally have never been very happy about it and I hope the
occasion will arise later on when he will be ahle to consider amending it.
Coming to the Posts and Telegmgl;s Department, we see that as in the case
of the Railways their revenues have increased partly as a result of war
conditions under which we have been living. ' There again we have had good
fortune arising out of other people’s bad fortune. As to defence expenditure—
it is perhaps a repetition of what I said earlier—it is extremely difficult for
any body %o estimate but I panmot help feeling that'we shall be extremely
:::ynf we oan lwisely keep ‘within the afnotnts set out in this Budfet." My

iew is that we ought rto’ copgratulate ourselves: and: the FHinoursble ‘the
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Finance Member on the basis he has arranged with His Majesty’s Govern-
ment. If Britain’s front is on the Rhine, 8o I think is India’s.

. THE HoNOURABLE Rar BAHADUR Lara RAM SARAN DAS: Is that
Indian opinion also ?

TaE HoNoUurABLE Mz. R. H. PARKER : I thinkitis. Itis the opinion
of all intelligent people. Then there is the reference in the Honourable
Member’s speech to going back to providing larger sums in regard to main-

45 P u tenance of civil works. That is most important and I hope
© 77" that some Provincial Governments will take his words to
heart in connection with roads. For years they have been spending so little
that in the future they are bound to be faced with large and unnecessary expen-
diture. Worse roads and less money. On the Excess Profits Tax, I suppose
we shall be talking at a later stage in the session, but I do think that we must
all really agree, whether it affects us personally or whether it does not, that
the claims of the present properly fall first upon those who are benefiting
directly or indirectly and then upon those who perhaps happen by some
accident to be better off than they were in recent past times, and finally one
has to look to other sources. But the most important thing, so far as this
tax is concerned, is to get a fair comparison, so that you may compare like
with like, and the Honourable the Finance Member has, I am sure, done his
best in that direction. As to the new taxes, the duties on sugar and petrol,
I do not think the sugar trade likes the sugar duty and the petrol trade does
not like the petrol tax. I do not like them but I cannot think of better
alternatives. Actually I am not sure that, if I were the Finance Member
in a totalitarian India, I would have chosen exactly these taxes, but we are
not in a totalitarian country, and, if I may say so, I think the Finance
Member has shown both political as well as financial wisdom.

Tue HoNouraBLE Kumar NRIPENDRA NARAYAN SINHA (West
Bengal : Non-Muhammadan) : Sir, when I rise to take part in the discussion
on the General Budget, I cannot ignore the difficult position which the Honour-
able the Finance Member has had to face in the preparation of his first Budget
in consequence of the outbreak of the war. But while realising the compul-
sions which the requirements of war apply, we have also to bear in mind
the condition of India, its infant industries and the average paltry income
of its masses. My intention, Sir, is to be as brief as possible, and only to
deal with the question of direct taxation and the Excess Profits Tax Bill
which is to emanate in its acceptable or unacceptable form today from the
Select Committee.

The taxpayers and industrialists, Sir, are called upon to fill up a * created *’
or ““ war measure ”’ gap of Rs. 625 lakhs. The rough receipts from the Excess
Profits Tax has been calculated at Re. 300 lakhs only, and the balance of
Rs. 325 lakhs is to be made up from increased excise duty on sugar and petrol.
The levy of the Excess Profits Tax is not free from controversy. If the assess-
ment of this tax'is to be confined to “ war profits ”’, I do not think the persons
or companies who are being benefited or are to be benefited by such war
orders ought to gru({g it. But if it is to bring under its clutches excess profits,
which it is sure to do, I have every reason fo believe that some of the com-
panies will l::-;:ard hit. Sir, it is quite equitable to ask persons who have been

. vastly benefitéd b{em'o:dm to contribute & fair proportion of their profits
, tp the pofférs of the.State for the commont good:- But, far thoee who, after

.
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continuous losses hoped to resuscitate themselves in a year of demand and
consequent ﬁoﬁt, any taxation an the ground of excess profits will be a great
hardship. ere is another point to which I would like to refer in connection
with the Excess Profits Tax. In my opinion, the estimate of Rs. 300 lakhs
.a8 the income from the Excess Profits Tax is a grossly low figure, an ynjusti-
fied error on the side of discretion. ' '

Sir, I now come to the excise duty on sugar. This duty has been raised
from Rs. 2 to Rs. 3 per ewt. Sir, this is the only Indian industry which hoped
to prosper and to have held the agriculturists largely in bringing ready and
prompt money. This industry has gone & great way towards improving the
economio oondition of the rural population. The continuous rise in excise
duty, which I have been noticing, will have the effeot of closing down several
of the factories which cannot raise their capital. The minimum price of
sugarcane is fixed in the United Provinces and Bihar, the two big cane-pro-
ducing provinces, and with the rise in duty, I am afraid the factories may not
find it profitable to pay any higher price to the agriculturists. My informa-
tion is that the price of cane in the United Provinces and Bihar has already
fallen from 9 anras 9 pies to 9 annas per maund. There is apprehension of
a further sharp fall in the price of cane in the near future. This will certainly
hit the agriculturists rather hardly.

Sir, it is also not true to say that factory-refined sugar is mainly con.
sumed by the middle and upper classes of the population. Such a conjecture
is baged on ignorance of real Indian life. Sir, we who live among the people
know what little partiality is shown to Khandsari or Palmyra sugar by the
poorer classes of consumers. After the prohibitions in the various provinces
and with the propaganda of the Tea Cess Committee, the use of tea as a beverage
has abnormally increased among the poorer classes, and I am fully aware of
the fact that not a single tea-drinker can taste a cup of tea with gur or Khand-
sari sugar. It is, therefore, not correct to say that this rise in excise duty
on white sugar will not affect the poorer classes.

Sir, I now come to the levy of additional duty on petrol. This tax, I
agree, is one which does not very much affect the poorer classes, and is the
inevitable result of the rise in railway rates and fares. I do not therefore
wish to criticise it. It was necessary in the interests of the road-rail compe-
tition.

In conclusion, Sir, let me end by hoping that all the Rs. 625 lakhs will
be spent for Indian interests alone. I wish a large part of it will be spent in
training Indians for defence purposes, specially in view of the declaration of
His Majesty’s Government with regard to giving India Dominion status of

the right type.

Ten HoNoURABLE Rar Bamapur Skt NARAIN MAHTHA (Bibar:
Non-Muhammadan) : Mr. President, nobody oan deny that the task that the
Honourable the Finance Member had to face in framing the Budget for the
coming year' was a difficult’ one. Within the oconventional framework of
anticipated receipts and probahle expenditure, thp work seems to have been
excellently done, except in the case of some incomes which may reasonably
be expectedto be exceeded. There has, in my opinion, been an over em-

asis on conservative estimates, the ultimate: danger of which lies in restrict-

ing the growth ‘of industry end the. process of strengthening our, national

‘econoiny to thesime ektent as a'raw material producing 0o try.qhquldvequot

. and does reqaire in the boom years of war. Neither 18 mht to think that
. €
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only the Government and their Railways must have something to put away
for the lean days to.come. The industries and the agricuiture of the country
must also be revitalised. The industrialist and agriculturist. ini India have
during the past ten years been living on their own poor fat and just when
their chance has come after long waiting, it is not fair to enunciate a different
economic phjlosophy in their case than that found suitable for Government
and Railway finance. , . B
. Looking at.the Budget broadly, we find that the Finance Member was
faced with. the task of covering an estimated deficit of Rs.. 7 crores and 16
lakhs in 1940-41.: Rs. 3 crores he expects will come from the tax on excess
profits. A surplus of Rs. 91 lakhs will be: carried forward from the current
financial year and .the balance will be made up by increasing the sugar excise
from Rs. 2 to ﬁs. 3 per owt. and by raising the petrol tax from 10 annas to
12 annas per gallon. With the revenue thus brought up to Rs. 92 crores and
64 lakhs, and the expenditure estimated at Rs. 92 crores and 59 lakhs, there
will be a surplus of Rs. 5 lakhs. Without any further going into the labyrinth
of figures, I would like to mention one most essential fact straightaway and
that is that the acid test that India is now going to apply to the Budget or
any other document of some gignificance is not so much the weight of addi-
tional burdens that are sought to be imposed as the political outlook or stand-
point from which they are made. OQur attitude towards the Budget will be
determined by what may have been done to improve the status of the Indian
in his. own country. The Budget that has been presented to us is essentially
a war budget—a war in which India has been made a belligerent not by
consent but as a matter of course. The fight you say is a fight for the
democracies. Well, here we are who still want a democracy to fight for. By
implementing your pledges you can even now take the wind out of the sail
of the Indian agitator, the best of whom prize the Britiah caonnection, and
want you to give India the status of other Dominions, - -I have not the least
doubt in my mind that even Congress India would have fought this war to the
last man had her status been recognised and her consemt taken., Even .as
things stand today there would have been some consolation for us if this,
the first war budget, could show some change of policy, some change of per-
spective. The Indian has been left as muoch an alien to the defenee of his
country as before. . The British Army of ocoupation stands and the British
Command stands immaculately unaltered. The insult to Indian manhood
continues, A budget like this fails'to inspire the Indian to enthusiastic co-
operation. Trust begetstrust and if the process of Indianization and national-
ization of the army continues to be actuated by distrust, the proper psycho-
logical atmosphere necessary in & situation like this oannot be created. This
was olearly a golden opportunity to effe¢t a change of policy which would
have indicated that England was really willing to part with real power and
to make the Indian responsible for the defence of his own country.
8ir, I would not, until the Finarice Bill comes to us; go into the merit8
of the new taxation proposals. I would, howéver, make a few general remarks
regarding the raising of the excise tax on sugar. Tt is very essential in this
connection that there should be more co-6rdination than there exists today
between the provinces and the Centre. Talking of my own province, Sir,
while the Central Government taxes sugar, the Igl‘oi'in‘pial Government taxes
sugar cane. It 'should be the greatest concern of all of us to see that by
hitting this industry from all sides, we do not kill the goose that lays the gold'en
egg. The sugar mdustry is, of course, ‘a ‘protegted industry, but it 'is not
rotected to suck an extent as to bear renéwed dand added burdeps, both
vincigl ang Central. Similarly, on ‘petrol, we have the Central exciee
N De
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and also a provincial tax. These added costs to transport and ‘traffic impede
the development of trade and make the poor man’s movements difficult.

Referring to the speech just made hy the Honourable Mr.' Dow, although
some individual cases have just been explained by hith, the general criticism
about high salaries generally stands. e Honourable Mr. Dow has com-
pared the high salaries in his Department with higher salaries in other De-
partments and has consoled us that his Department is not an extraordinary
sinner. India, Sir, is one of the poorest countries in the world and the salaries
are the highest here. The tragedy of the situation is that the fattest salaries
go to foreigners who carry ‘their savings away..

The criticisms that we offer against the Budget are more or less the same
every year, but they have to’'be 80 because they fall on deaf ears. If ever
there was a real cry in the wilderness, it is that of the Indian Legislatures
who cry themselves hoarse year after year and still find that the irresponsible
Government of this country remains as irresponsive 'as ever and as dictatorial
as ever, o '

Tae Horourasrx Lrt.-Cor. S HISSAMUDDIN BAHADUR (Nomi-
nated Non-Official) : Sir, I will begin my speech with an expression of
high appreciation of the manner in which the Honourable the Finance Member
has managed to provide for the requirements of the Government of India
during the coming financial year. This is the first budget of the present
Finance Member. He is certainly entitled to our fullest sympathy for the
fact that within a few months of his assumption of charge of his high office
he was called upon to finance the activities of the Government in donnection
with an upheaval the end of which no man can foresee. The budget pro-
posals which ‘he has presented to the House show conclusively that he has
sought to provide for the co-operation of India with the Empire at this junc-
ture on lines ‘which 'would comamend themselves to all sensible and right
thinking people. No one will be surprised that India is faced with a deficit
in the coming year. Thanks to the financial policy which Government has
pursued during the past few years the deficit is not as large as it might other-
wise have been. The scheme which the Finance Member has formulated
for meeting the deficib is one which should appeal to those of us who are
anxious that the poorer classes of the people should be spared from the inci-
denoe of fresh taxation. This result has been achieved with complete success.
The new propoeals involve no fresh burden of taxation on' the poorer classes
nor on zemindars.. We are to have a tax on excess profits, a rise in the duty
on refined sugar and in the duty on petrol. These do not hit the poorer classes
and affect such classes as can easily bear the strain.  Theé Finance Member
has far-sightedly pointed out that although at present: he has not imposed
fresh taxation on the general taxpayer, circumstances may arise which may
necessitate his doing so. I feel sure that this observation of the Finance
Member was merely in the nature of a sagacious warning and that unless his
hands are absolntely forced he will do his best to keep the general taxpayer
immune from fresh and extra burdens. Someone has already spoken in
another place about war babies and war budgets. Many of us feared what
I may call & triplet budget but we find ourselves the surprised fathers of twins
represented. by normal and abnormal expenditure and none of us is unduly
alarmed about our capacity to nyrse them. This Budget is a war baby-—
and a legitimate one—and its mother is Necesgity, the mother of all inyention.
We appreciate, Mr, President, the extremely able manner in which our finances
have been managed in this exceedingly digimd‘ t first year of wyr. It is true

<
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that we are faced with additional taxation, and the framers of the Budget
have therefore been criticised, but let us be honest with ourselves and with
Government and say that we have got off much lighter than the great majority
«of us expected. That does not mean, Sir, that, a8 a nominated Member, I
.amm prepared to give Government a blank cheque to meet all the expenses
.of war. Far from it. We must keep the closest watch on expenditure for
it can only be through the control of expenditure that we can exercise in-
.directly some degree of control on the taxation policy of Government. I am
.glad therefore to read this morning of Government’s decision to set up a
.committee to assist them in the control of expenditure. That, Sir, will give
-widespread satisfaction and will I hope be recognised as proof of Govern-
ment’s desire to take the country into their fullest confidence'on the many
problems linked up with the prosecution of the war. '

Sir, we must not forget the fact that the Empire is engaged in a deadly
struggle. Idealists might harp on their pet theory of non-violence and under
& self-delusion that India has no enemies but we all know and realise that
India is in as much danger as any other part of the Empire. If the Empire
loses this war, which God forbid, all talk of Independence of India and Consti-
tuent Assembly will have to go and have to start from A, B, C, again. There-
fore, I have no doubt that this House will strongly and unreservedly endorse
the provision for defence and will even press for a more ample provision
which would ensure India’s complete security and a worthy and honourable
discharge of her Imperial obligations.

I would refer on this occasion to the sad plight of zemindars all over the
country. They are receiving a step-motherly treatment everywhere. They
must discharge their obligations to Government. but their own' position
vi8-a-vis their tenants is being steadily impaired. The landlords are at the
mercy of their tenants. Their dues remain unpaid. Defiance goes unpunish-
ed. In fact the zemindars are reduced to the position of unwanted orphans.
And yet at a time like this if their hold on their tenants was strong and their
due authority was fully maintained they would be an invaluable asset to
Government and the country at large. I would beg the Government to
give this matter very serious consideration.

One word more and I have done. The principle of price control ha®
been accepted by Government. I would urge that this should be extended
to small bazaar businesses too. It isin the bazaars that extortionate prices
are charged.

I am sure that if in these matters which may seem small and insigni-
ficant, Government extends its protection to the masses, Government’s action
will be widely appreciated.

Before I resume my seat I wish to offer my hearty congratulations to the
Finance Member on producing what I call a poor man’s budget, and I give it
my warmest support.

TaE HoNOoURABLE SiR DAVID DEVADOSS (Nominated Non-Official) :
8ir, so many points have been covered by the previous speakers that I do not
wish to go over them again. I will join issue with the Honourable Finance
Member on the point that he seems to care more for posterity than for the
present generation. Sir, it may not be an accepted principle of economics
to charge posterity with the cost of war in our day, but the question is whether
the present generation can bear all this expenditure, whether it be Rs,8 crores
or Rs. 80 crorgs ? I think if the Finance Member would raise a loan for the
amount and chatge it to posterity the loan could be liquidated in the course
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of a number of years. Instead of that he wants us to meet the whole cost now
year by year. That amounts to what in a Tamil proverb is called *“ Drawing
milk by cutting the udder !”.

Tux Honourasre St JEREMY RAISMAN : You would kill the cow ?

TRE HoNoURABLE SiR DAVID DEVADOSS : That is the meaning, Sir..
Sir, the purchasing power of the people is very low now owing to the long-
drawn depression of about 10 years, and if you now add to their burdens I am
afraid it will be a case of the last straw on the camel’s back. Now he will say
that what he is doing is the proper thing according to accepted canons ; but.
I think even canons can be changed according to circumstances. That has:
been recently said even by Mr. Winston Churchill with regard to very important
matters.

»

Then, Sir, I am going to say something very unusual, and I shall perhaps:
be told not to refer to it. I would submit, Sir, that India is one whole. Why
should not the Government try by some means or other to make the States:
bear a portion of the war expenditure ? I am quite aware of the so-called'
treaties and so on. They are said to be sacrosanct. But the conditions are:
very extraordinary. When those treaties were entered into no one dreamt
of a Hitler and they did not dream of the German aggression of modern times.
Therefore we must take the present state of things into consideration. Suppose
the British Government is not able to meet all the cost of this war, where will
the States be ? It is the British armies which protect the States now. How is.
the security of the States secured ¥ By British arms. And how are the British:
arms maintained ? By the British and Indian Governments. (4n Honourable:
Member : ““ Under what constitution should they be made liable ? ) Con-
stitutions can be changed. The Government of India Act has been changed..
I do not mean to say that they should be forced to comply or that we should.
revert to the policies of Lord Dalhousie. I say by some means come to some:
arrangement with the States by which they may share the burden. We know
that some of the States are spending money in all sorts of ways on luxuries..
All the money collected by way of revenue in the States does not go to the:
benefit of the people of the States. So why should not we propose to the States
that a certain portion of the extraordinary expenditure which we are incurring
should be borne by them ? The necessity arises out of the very extraordinary
circumstances of this war. We never dreamt in 1918 that there would be am-
other war so soon like this. The present war is something very very different
from what took place years ago. We are really fighting for our very existence.
The existence of the British Empire means the existence of India. We all fully
realize that. Therefore we are anxious that the Allies should succeed, and for
that purpose I think all of us ought to contribute. And why should not the
States also contribute ? It is all very well to say, ¢ You have no power . (4n:
Honourable Member : < But the bigger States have contributed most handsome-.
ly. ”’) Well, Sir, T know some of the so-called State forces. I can give youan
instance. In a certain place there was a little rioting and the State army was
called on to quell the riot. Well, it arrived on the soene but when the need arose-
it was found that the guns would not fire, and after a time the army ran away.
You may believe me or not but that is a fact, though I will not mention the
name of the State. That is*the sort of army that is being maintained in most.
of the States. I do not mean that that is the case in all States. That would:
be very improper For me. There are some excellent States and, efcellent State:
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Foroes, gallant and courageous, which would compare very favourably with any
portion of the British Army. But those are the exceptions. But what I say
i8 that in view of the very extraordinary circumstances under which we are at
‘war and in view of the vital issues involved, the Government of India shdfild
try to come to some arrangement with the Indian States by which they will

bear a portion of this extraordinary expenditure.

With these few remarks, Sir, I have much pleasure in coﬁgrh.tﬁlaﬁng the
Honourable Finance Member and Finance Secretary upon the very:excellent
way in which they have presented their Budget.

THE HoNOURABLE SR RAMUNNI MENON (Nominated Non-Official):
Sir, I shall be very brief and under the circumstances the Honourable the
Finance Member and the Honourable the Finanoe Secretary can easily under-
stand why I shall omit the congratulatory part of my speech. I shall refer
to thrée points and I would have been satisfied with referring to these three
only if Sir David Devadoss had not intervened with his, as he said, revolution-
ary idea. 1 think you were perfectly correct, Sir, if I may say so without
impropriety, in calling attention to the fact that there is something like sanctity
of treaties. Anyhow I will not try to dilate upon the thesis which Sir David
has started. I shall only say this, that I do not think that Sir David himself
believes that he has expressed all that has to be said on the subject.

I shall now come to the three points which I propose to touch upon. In
-endeavouring to understand and appreciate the Budget, I have generally felt
a two-fold difficulty and though I have not up to this time given expression
to that difficulty I think it opportune to ventilate that difficulty a little today,
because we have a new Finance Member and a new Finance Secretary and it is
possible that they might give some consideration to this matter. I find there
.are various technical matters in the Budget and the arr ment of some parts
of the Budget is, to say the least, extremely complica,ﬁe To a layman like
myself, who is not conversant with accounts or with revenue matters, it would
ibe a very great help indeed if the Finance Department could amplify the very
-excellent Explanatory Memorandum, which they are already supplying and
for which I along with other Members am extremely grateful, itP they could
amplify this Memorandum and introduce into it a very elementary prefatory
chapter. I do not expect anything like a college treatise. All that I am asking
for is something like a short A. B. C. or an intelligent man’s guide to the Central
Indian Budget. It should not take more than half a dozen pages and I hope
it is not asking too much of the Finance Department to see if it can provide
such an explanatory chapter. I shall not pay a doubtful tribute to my Honour-
able colleagues by saying that my difficulty is generally shared by them, but
the remarks which fell from my Honourable friend on my right encourages
the belief that my difficulty is not peculiar to myself. In any case, I am sure
of this ; unlesg some such introductory statement is given to us by the Honour-
able the Finance Member or his Department, the Honourable Mr. Hossain
Tmam himself will have to supply a memorandum if he expects us to follow his
expert speeches!

The other part of my difficulty arises from a different source. We have
mo means of knowing what precisely takes place in the various Departments
of the Government of India, in Departments which are concerned with nation.
building work. For example, I would like to know what the Imperial Council
of Agricultural Research has done during the current year and what are the
principal proposals for which budget provisiom is made for the next year.
I would like to know something about the Department of Arohseclogy ;. I
would like #0 know something about the Department of Education. I am not
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by any means suggesting anything like a report on the activities of these De-
partments. All that I am suggesting is the provision of very short paragraphs
geving brief summaries of the main activities during the current year of these

partments and an outline of the chief proposals on which money is to be
spent during the coming year. Recently F saw & leading article in one of the
daily papers about the reconstruction of the Delhi University and I am very
glad to fiad that provision is being made for this purpose in the Budget for
the next year. is is a matter on which Members of the Legislature would
have expected and would certainly have been helped by the circulation of a
memorandum ; and I have ascertained that a memorandum does exist oen the
subject and a Government Order also. I wonder why these were not issued to
the Members of the Central Legislature. Similarly there is a very valuable
report by Sir Leonard Woolley on the Archaeological Survey. One would
have expected that the Members of the Central Legislature would be credited
with some interest in matters of this kind and that the Government would
have been only too glad to circulate the report. I am not aware that that
report has been circulated. If the difficulties to which I have referred can be:
removed I am sure we shall be in a better position to understand and appreciate-
the Budget. I hope I am not asking for too much. If the Honourable the
Finance Member feels that in this war time he cannot be asked to undertake
such work, I can only plead that my suggestion really amounts to a sort of
minor war operation, an operation against ignorance, and in undertaking it
he will be really helping in the successful prosecution of the war.

The second point that I wish to touch upon is this. The Honourable
Rai Bahadur Lala Ram Saran Das referred to the excellent work of the De-
partment of Posts and Telegraphs. I join with him in paying a tribute to
that Department which it so richly deserves. The Department is now in a.
comparatively prosperaus state and it seems to me that this is an occasion when
one can ask for a small favour. The Grand Trunk Express has recently come
into some prominence in the Central Legislature. I have not taken any part
in that debate and therefore I think I am entitled to put in a small complaint,
not about the Grand Trunk Express as such, but about one of the results of
its unpt'mc{ual arrival—I presume it is due to that—one of the results of the.
unpunctual——.

Tre HonourasLk THE PRESIDENT : That train has been sufficiently
condemned.

TaeE HoNouraBLE SIR RAMUNNI MENON : I am not condemning the
train at all, Sir. I am only referring to one of the results of the unpunctual
arrival of the Grand Trunk Express. I do not know what the hours of postal
delivery are in Delhi ; but we people from the South find that oar home letters
do not reach us on any day till after 1 P.m., sometinies till very late in the
afternoon and occasionally till the next morning. If that is considered a satis-
factory postal arrangement, I can only pity the Delhi Province. Some years

0 we had. a system of hourly deliveries in Madras. T am not suggesting any-
thing so advanoed or expensive as that for the capital city of Delhi ; but surely
there ought to be some elastic postal arrangement which will permit of the
prompt delivery of mails which are acoidentally delayed by thé unpunctual
arrival of trains. I am not claiming any special lphl;unlege for the Grand Trunk
Express or for the Madras people who live in Delhi or who come here for tem-
porary buasiness. I would agk for the same sort of concession in regard to
&ll mail trains which happen to arrive late. There should be d'sufficiently
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elastic system which would permit the delivery of the ‘ails without' undue
delay at their proper destinatiom. -

Now, I should like to come, ta the third point whick I wish to-bring to the
notice of the Council. As I have already said, I am very gratified to find that
provision is included in the next year’s Budget for a grant for the . reconstruction
of the Delhi University and, as far as the amount of the provigion included
and the purpose to which that amount is to be devoted are concerned, I have
no criticism to offer. But the proposal for the reconstruction of the Delhi
University is something much larger than the provision of a University for
Delhi. In so far as the provision of a well-equipped and adequate Umniversity
for Delhi is concerned, I shall not raise any objection and ¥ do not think any-
body will raise any objection. But the proposal contained in the Vice-Chan-
cellor’s memorandum on the Delhi University goes far beyond this. It advocates
the establishment of an All-India University drawing students from all over
India, which will serve as the main cultural link between India and the outside
world and in relation to which the existing univeraities in India will sink into
the status of merel{)‘?rovi,ncial universities. Now, we.have here surely a pro-

sal on which the Provincial Governments and the (,ﬁrovincia.l universities will
g:ve something to say. I am not aware if the Government of India have
consulted the provinces or the provincial universities. .If they have, it will be
extremely interesting to know what their reaction to the proposalis. But apart
from that aspect of the matter, the proposal contained in the memorandum
will be a very expensive one, far more expensive than the figures which are given
in the memorandum :would lead one to imagine.. ¥ can make that affirmation
with some knowledge of a- University which in its standards, in its equipment
and .in its. general tone, - can challenge: domparispn with any other
University in India. I do not kmow what the Government of India, in accept-
ing the principle embedied in the proposal, have really accépted.. . If they have
aocepted the outline scheme as adumbrated in:the memorandum, it is difficult
to believe that they have done se with a full realisation of the cost which the
scheme will involve or a knowledge of the reactions which the proposal will
evoke from the Provincial Governments and the provincial universities. ,(As
I have already said, I'am not at all objecting to the actual amount proposed
in the next year's Budget or a scheme’ for a suitable university for Delhi.

Well, Sir, I have dealt with the three subjects which I intended to deal with
and it only remains for me to say in conclusion that the new taxation proposals
included in the next year’s Budget, which have been criticised from several
quarters and from different points of view, are to my mind very fair and equi-
table and I have no hesitation in giving my most cordial support to them.

THE HONOURA'BLE Mr. ABDUL RAZAK HAJEE ABDUL SATTAR
(West Bengal : Muhammadan) : Mr. President, I would, at.the outset of my
speech, offer my qpmulations to the Honourable the Finance Member. and
the Honourable the Finance Secretary for the very clear statements they have
‘made regarding the financial position of the country. Again, Sir, the Honour-
able the Finance Member and the Honourable the Finance Secretary would
‘have received much warmer and general congratulations if only the Budget,
which would in normal circumstances have been a surplus budget, had not been

turned into & deficit budget by the outbreak of the war.
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Knowing as we do that this is a war budget, we do not find fault with it
for being a deficit budget, but our complaint is in respect of the measures pro-
posed to meet this deficit. . In the first imstance, I will deal with the two arti-
oles on which duty has been increased. I'may say at onoe, Sir, that sugar and
petrol-are among those articles which should never have been subjected to bear
‘the increassd burden. ’ o

. Sugar cannot be supposed:to be a luxury, it is not used only by the: well-
to-do, it is one of the necessaries of life even to the poorest man in the country.
The price of sugar is already h.igrh enough and this additional burden is sure to
raise the price much higher. The sugar industry is already in difficulties
and this higher duty will bring it to the verge of utter ruin.

Again 'the higher ‘duty on petrol will have a very harmful effect on the
road transport. This is'the form of transport which has become very popular
with the villagers. Now these poor people will have to pay much more for
this transport.  As the raijlway fares have also been increased, the poor people
will be put to great difficiilty in this respect also. Sir, how the higher duty on
petrol will affect road transport is already clear from the manner in which this
duty has begun to work. While the duty has been raised by two annas, the
company has raised the price of ietrol by two and a half annas. Therefore I
wish, Sir, that the Honourable the Finance Member had selected some other
things rather than sugar and petrol for higher duty.

- Again, Sir, there would have been no neocessity for this increased duty at
all if only the income from the Excess Profits Tax mow proposed had been
somewhat more properly estimated. The Honourable the Finance Member
has been very conservative in calculating the income from this source. The
experience gained by the working of this taxation measure in the last war
goes to show that the yield from this tax will be very much larger than sup-
posed by the Honourable the Finance Member.

. Before I sit down, I feel that I should make it clear that, for the safety
that India enjoys and knowing that the struggle in which the Allies are now
engaged is a struggle of which India cannot be an unconcerned spectator since
India’s interests are also involved, India must in justice shoulder the burden ;
but that burden should be in proportion to India’s capacity and the ways and
methods adopted to meet the demand should be such as will not tend to dis-
courage her industries or impose undue burdens on the poor man.

Tae Honourasrr Me. P. N. SAPRU (United Provinces Southern : Non-
Muhammadan) : Sir, I am speaking at a late hour and I shall try to be as
brief as possible. No country, belligerent or neutral, can escape the difficulties
of the tragic conflict in which great European powers find themselves involved,
and even if India had been an entirely independent nation, it would have been
‘impossible to refuse to faice the problems which a major war creates for all,
belligerent and neutral, in a’world which despite all national and international
rivalries ‘is bbcoming ingreasingly conscious of its essential unity. But there is
this difference between a free country and a country in the position of India. An
autonomous community which values its freedom regards defence as its most
vital ‘concern and there is, therefore, readiness on the part of the community
to undergo sacrifices cheerfully for the defence of the principles and possessions
it values. Here, unfortunately, owing to our politioag relationship with Great
Britain, an objective approach to the problem of defence is not possible, and
our Government, which has never been noted for imagination, l.as never made

(]
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the Indian feel that defence is his most vital concern, and that by strerigtening
his defences, he is not adding vitality to the Imperialistic structure but merely
ensuring his own safety and the safety of all that is near and dear to him, and
all that he values in life. I make this observdtion because, as the House knows,
the burdens which the proposals embodied . in: the Budget seek to increase are
due to a war in which India finds herself involved as a dependency and.not as
a free and equal partmer of the British Commonwealth of Nations. - It«is not
possible for any one to be neutral in thought—and I know India is not neutral
in thought. She is active in her sympathies with the democracies. But
tragic mistakes made in the past and continued eéven today have made her sulien
with the result that eriticismgmade here and elsewhere on this or that proposal
in the Budget are influenced by considerations which, I shall admit frankly,
are political in their complexion. Kor, in & psychotric werld, with aggressive
Imperialisms which seek to dominate the weaker races of mankind, with a
country which has betrayed her leftist ideals to the sorrow and disappointment
of all those who had looked: upon it as a laborafory where new experiments were
being tried, who with a sense of realism can deny the need of strengthening our
defences and of the importance of defeating, for the future of the human race,
the dark forces of totalitarianism and all that they stand for ? I say this
because, on the merits, I am convinced that the problem of our deferice needs
to be approached from a fresh and more realistic standpoint. (An Honourable
Member : ‘‘ From both the sides .”’) Yes, from both the sides. I note how-
ever in the proposals no departure from orthodox principles, no indication that
increased defence expenditure would result in greater participation of the
people as a people in the actual defence of the country or greater self-suffi-
ciency in the matter of defence requirements. For me, Sir, the overshadow-
ing question is not that of ways and means of financing the defence programme.
Without committing myself to the precise details of the various proposals that
have been put forward in regard to ways and means by the Honourable Sir
Jeremy Raisman, I may say that I am inclined to agree with him and not his
critics in the view that the burden of defence expenditure should be thrown
primarily upon the present generation, upon the generation which is responsible
for this conflagration, upon the men who will profit out of this conflagration.
For us, the overwhelming question is whether this defence expenditure and the
proceeds of the defence expenditure will return to India in diverse ways as in
‘Great Britain or will constitute an additional drain upon the resources of the
«country. The relevant question, therefare, I wish to ask Sir Jeremy Raisman
is—1I should have asked this relevant question of His Excellency the Comman-
-der-in-Chief, but His Excellency, Sir, we know, is perpetually absent from this
House—what steps are you going to take to pationalize our forces ¢ What
steps are you going to take to Indianize the officer ranks of our army ? What
steps are you going to take to make India self-sufficient in the matter of de-
fence ? What steps are you going to take to put war industries on a sound
and self-sufficient basis ? These would be the deciding factors with me in
deciding whether I should vate for the proposals as they are or whether I
should not vote for tho proposals as they are. . The question of the merits
of this or that particular proposal embedied in the Budget is ‘of a
secondary importance. The overshadowing question is the question of the
w;tgtufde of the British Government towards the question of the nationalization
-of defence. " '

Sir, we are in the first year of the war, and we find that even in the first
year, Rs. 716 lakhs are to be further extracted. from the taxpayer, These
revenue estimates include the railwgy contribution and a surples of Rs. 91
lakhs carsiefl over from last year. The defence expendjture in the end will *
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mean an increase of Rs. 839:3akhs. It has been decreed——-and that is the real
grievenoce for we do not vote defente expenditure ; the grievance is that it has.
been decreed—by an Imperial fiat that India shall share with Britain her
external defence. And that takes me on to a eonsideration of the main re-
commendation of the Chatfield Committee’s Report. Sir, the Chatfield
Committee say that the frontiers of India are Singapore, Aden, Egypt, and Buez ;.
and sinoe troops have been sent to Padestine, so I suppose Palestine is also one
of the frontiers of India. - Now, supposing India were an entirely independent
country and she had no  ‘hold over the Suez or Aden or Singapore.
Would her defences have been the Suez or Singapore or Aden ? The de-
fences of Australia, New Zealand, Malay, Fiji, and all the other Islands of
Britain in the Pacific are in the Suez, are in Bingapore. :Are they also being'
made to:eontribute towards their external defence ? And if you are going to
make India contribute towards external defence, if you are going to make
distinction between external security troops and internal security troops,.
then whatever paper declaration you might make, whatever you might say
your objective is—you say your objective is Dominion status of the West-
minster type—you rule it out.. Becauss if England is to be jointly responsible
with India for the external defence of India, then the position of the Governor
General in a future Indian Dominion will never correspond with the position
of the Governor General in a'-Dominion like Canada or South Africa or New
Zealand. The future development, therefore, that you foresee is some sort of
dyarchy at the Centre and not the final and real Dominion status which the
Dominions have. That, I think, Bir, is the basic constitutional objection to
the Chatfield Committee’s Report, and I should like to know whether the

arrangement come to is only of a transitory nature or is of a permanent and
final character.

Then there is that lamp sum of one crore which has been given towards the
extra cost of maintaining India’s external defénce forces. Be-
fore the Chatfield Committee’s Report, whenever troops used
to ' go out of our country—and we do not want our troops to go out
without our consiltation, if not without our assent—the cost used to-
be borne by the British exchequer. And now we find that we have to
y in the very first: yéar of the war this one crore, and we find that
India’s frontiers have been extended too without any reference to and
without any consultation with the Indian Legislature. You have extended
India’s frontiers ; you are responsible for the defence of the Empire ; you must
bear the burden of defending this Empire yourself. If you think that you
must share the burden: of our defence with us, then why not share the burden
of defending our frontier also ?' Why cast the responsibility for defending our-
frontiers upon ourselves ? I mean, why not share the expenses of the Waziris-
tan expedition or the expenses of any conflict we might find ourselves engaged
in with Afghanistan ¥ You cannot have it boti'lﬁ ways. If there is to be joint.
responsibility it will have to be joint responsibility both ways. You will have
to be jointly responsible with us for our immediate frontiers if we are to be
jointly responsible with you for our ultimate frontjers. - v .
" 1 should like also to say a few words about the concrete proposals which
Sir Jeremy Raisman has put forward. As I have said, I am not opposed. in
rinciple to the Budget being financed by taxation. I may say that personal-
f} I prefer direct taxation to indirect taxation, and if Sir Jeremy Raisman had
ne whole-heartedly for direct taxation probably my point of view would not.
ave been the same s the point of view of some other members of the Party
to which T have the hotidur to belérig. " 'So far ds the Excess Profits Tax is con--
cerpred'l may say that I find the principle of the tax open to no objection what.

5-6 p.M.
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ever. The details, however, are not before us and I must reserve liberfy of’
judgment so far as the details are concerned. They will have to be gone into.
carefully when the Finance Bill comes for consideration before the House.

The second proposal that he has made is that there should be'an increase-
of duty on sugar by Re. 1 per cwt. Now I confess that I do view this proposal
rather eritically. I am not certain -whether the effect of this enhanced duty will
not be to lower the price which the agriculturist is getting for his sugarcane.
Already in my province the price of sugarcane has gone down from 9 annas 9
pies to 9 annas. I am not looking at the question from the point of view of the
big sugar industrialists. They may have done a great deal of good to the
country. I think they have. But I am looking at it from the point of view
of the cultivator, and I am afraid that the cultivator will be hit by this in-
crease in the excise duty on sugar, and on the material before me I am not-
prepared to say that I can support this particular part of the Budget.

Then I come to the other proposal which Sir Jeremy Raisman has made,
that is that there should be an increase in the duty on petrol by 2 annas per
gallon, from 10 annas to 12 annas. Of course, we have our railway revenues to
safeguard, but here again I must look at the question from the point of view
of the poor man. We know what the state of communications in this country
is, and we know, despite what the railway authorities might say, that third
class passengers do not get the amenities and facilities they are entitled to, and
the result of this duty will be to make the poor man pay more for his travel.
He may not be able to indulge in the occasional joy rides he has from his village
to the nearest town. It is not only the men who use motor cars, it is not only
the few rich people who will be hit hard by this tax. It is also the small man
who will be hit hard by this tax, and I am not convinced that this tax is in the
interest of the poor cultivator. Of course you may ask me, ‘ Well, you are
not opposed to financing the Budget out of taxation, and there are two taxa-
tion measures which you condemn, how are you then going to balance the
Budget ¥’ Well, that takes me to the bigger question as to whether there has
been any under-estimation of revenues or not. Now at this late hour I think
I should not be justified in going into figures and showing that more can be
expected from the Excess Profits Tax than Rs. 8 crores. But there are just one
or two observations that I should like to make. First of all, there must be
more economy in Government departments. We had a most eloquent speech
today from the Honourable Mr. Dow. It was an apologia for his Department ;
he was trying to show that there has been no extravaganoce in his Department.
I am sure that we profited greatly by that speech and we will read that speech
after it has been printed with the respect which is due to Mr. Dow, but T
would like to say this that there is need at this moment when you have got
actual war going on of having a Retrenchment Committee and you must associ-
ate those who are at any rate prepared to co-operate with you in regard to
these matters. I do not see any reason why in regard to the formulation of war
policy Indian non-official opinion should be entirely ignored. I think one
direction in which you can . take ' non-official opinion with you is
by having a Retrenchment Committee on which the elected element in
the Legislature is strongly represented. It may then be possible for us to
suggest ways and means of economy which have not struck you. I am sute
that Mr. Parker with the knowledge and experience that he possesses might.
give points to our respected members of the Finance Department. I do not
see any reason why you should not aseociate businessmen of experience like
Lala Ram Saran Das, Mr. Parker and Mr. Hossain Imam with a committee of
this nature. Then, the second direction I think in which economy s possible
is salaties. You must take steps immediately and now to stop further recruit-
ment in England. Put the salaries of the Imperial Service officers, new
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entrantson an Indian basis, make drastio reductions in the salaries that you are
going to give to people in the future, and also as an emergency measure, as a
measure calling for sacrifice on the part of people who have got everything to
lose if this war is lost, ask them tocontribute something towards this war by
foregoing a part of their salary. In other words, have a 10 per cent. cut,
15 per cent. cut, a 20 per cent. or a 25 per cent. cut. I do not mind 'what
the cutis. Try and first see whether you cannot balance your Budget by adopt-
ing some such policy and then when you have failed to balance your Budget by
some such method, then come to the Legislature and ask them for fresh taxation.
‘Taxation, Sir, is justified if it leads to greater efficiency, if it leads to greater
productivity, And I do not believe that money fructifies in the waistcoat
pockets of individuals, but the taxation you raise should be used for purposes
which we can regard as beneficial ; it should be used to increase the industrial
efficiency of the people. 1 was frankly disappointed with Sir Jeremy Rais-
man’s speech. I did not find any reference to what the Government was
daing so far as industries were concerned in his speech. I think this is'a
‘time when we can put our industrial organisation on a sounder basis ; this is
- time in which the State should endeavour to encourage our industries. We all
take advantage of other péople’s weakness. That is human nature ; that is
the way in which empires have been built. If there had been no weaker
races there would have been no empires and I do not see any reason why we
‘should not utilise the present opportunity and build up & sound industrial sys-
tem. If you will give to the youth of this country the vision of a free India,
if you will take active steps to convince people that when you talk of a free
India you mean a free India, if you will nationalise the army, if you will take
steps to industrialise the country, if you will convince the people that you are
prepared to put the constitution of this country on a permanent basis and
'assure us a place of honour in your Commonwealth, I am sure that the better
mind of India will be with you and India will be whole-heartedly with you in
“this struggle against totalitarianism.

THE HoNoURABLE SaivEp MOHAMED PADSHAH Sanis Barapur
{(Madras : Muhammadan) : Intervening at this late hour, I will be very brief,
'Sir, and the only reason for my getting up to intervene in this debate at this
-stage i8 some of the observations that were made by mv Honourable friend
who has resumed his seat. 1 wish only to address myself to those few points
to whieh I take exception. Therefore I will not tire the House with my observa.-
tions regarding the impost on sugar and petrol, though these two commodities
have been fortunate or unfortunate enough to attract the special attention of
the Honourable the Finance Member. I may say in passing that the discus-
sions in the House, even though they have been prolonged, have also been quite
sweet, even though not short, and this on account of the fact that sugar was on
the lips of every Honourable speaker who took part in the debate. Again, Sir,
we were also relieved from monotony if there was any risk of the discussion
‘becoming jejune and dull, because petrol.was also the subject which was
-discussed and it gave some warmth and exeitement to Honourable Members.

My Honourable friend Mr. Sapru stated that he was of opinion that sinc®
‘the present war was due to the responsibility of the present generation the brunt
«of the present war should fall only on the present generation. I take objec-
tion #o that, Sir. My Honourable friend Mr. Sapru also said that the present
‘war is being fought in the interests of the present generation. My view is
quite the reverse. - I feel that this war is being fonght :ﬁ the present genera-
tion maidly in the interests of future generations. er all, it is ngt the present
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generation which will benefit most by the victory which . might be gained in the
ptesent struggle. Again, there is yet another consideration which has:got to
be taken into account. The present generation has had to pay and is. still:
paying heavy charges that were incurred during the Great War. So the-
present generation is not at all in a position to bear the cost that will be invol-
ved in securing victory in the present struggle. Again, this is a war budget, &
budget which has become a deficit budget on aecount of an.extraordinary
emergency and for an abnormal occasion like this I feel that it is not fair that
you should not resort to abnormal means ;- you kave got to resort to abnormal’
means ; the means should be just the same as the disease whioh vou aregeing-
to treat. By refraining from borrowing, it has become necessary to impose -hea-
vier taxes upon commodities which are sure to seriously affect the normal life in.
the country and which are not merely luxuries. Again, Sir, this heavy impost:
is bound also to tell very seriously upon the fortunes of one of the most im-:
portant industries in the country—the sugar industry. We are told, Sir, that:
this industry, even though it was very prosperous in the very first years, is
now experiencing something like a crisis.and this impost bids fair to take it to.
the very verge of ruin. And is this the way, Sir, in which we are trying to.
safeguard the interests of the future generations ! If by checking the process.
of the development of industry in the country, we shake seriously the very
foundations upon which the economic structure in the country rests, would we
be handing over any really good legacy to posterity ? And would we be
credited with long vision and taking long views if in an attempt to.save future
generations from the payment of any loans that may be raised now, we give
to them an economic structure which rests on bankrupt business, ruined.
industries, and poverty all round in the country ! Therefore, Sir, 1 am
strongly of opinion that the Honourable the Finance Member, instead of trying:
to raise more money by fresh taxation, should have seen his way to resort to.
loans as has been done by the British Government. Only this morning,. Sir;.
we read in the papers that Britain has floated a new loan of £300 million
sterling. ‘

Again, Sir, a few more observations as regards the frontiers of India, about.
which my Honourable friend Mr. Sapru made some remarks. I feel, Sir,
that as things are at present, we cannot regard India to be pent up within
these jagged limits. We should not be alive to the realities and would be laying
ourselves open to the charge of being blind to the stern facts if we felt that:
out frontiers were these jagged geographical limits. = I therefore feel, Sir, that,
as the frontiers of our country are at present flung wide, Suez, Aden and Singa-
pore must be regarded as the frontiers of our country and if there is anythirg:
serious, anything endangering our safety even at those limits, we will have to
take notice and take steps for defending ourselves when there is any danger:
lurking even so far away as Aden or Singapore. And I feel, Sir, that the Rs..
716 lakhs which India has got to bear as the cost of the present struggle is
really not much in consideration of the great stakes that are involved in the
present struggle. And 1 feel that the country would never have demurred to
making this contribution towards the success of the present struggle if only the
people of this country had been in some way associated with the defemce of
the country. And if the people had a hope that the country would be made-
more fit for equipping itself for self-defence and there would be some substantial
advancement made in the process of developing the self-defence powers of this-
country, India would very willingly and very gladly have borne this burden.

THE HONOURABLE: SiIR JEREMY RAISMMN (Finance Member): Sir,
may I begin by, expressing my pleasure.at addressing once more the Members of *
this House®where I formerly sat as a Member and enjoying once again the
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comparatively peaceful ‘and dignified atmosphere of this Chamber. I shall
endeavour not to be long. The hour is late and I think I am justified in
inferring from the speakers who got up to speak within the‘last hour or so that
they were naturally more anxious to express their points of view on the Budget
than to hear a reply to the debate. In any case, I think it is fair to say, Sir,
that most of the points which have been raised are answered in the Budget
speech and I will not endeavour to cover again the ground which is covered in
that speeca. I also do not wish to traverse at any length the points which
I took in another place and which, therefore, will come or have come to the
knowledge of Members already.

But I have one or two new points to make in connection even with the same
themes. Now, on the question of under-estimation, which has again been
raised in this House and which numerous Honourable Members have repeated,
I should like to say, Sir, that I am very interested in this type of criticism
because the problem of taking a view of the revenud of the forthcoming year
is always a difficult one and, whilst it is a comparatively easy matter to look
at a set of figures and then register one’s reactions, it is an entirely different
aatter to start with a blank page and fill in those figures. Well, I am very
interested to observe the criticisms which have been uttered on these forecasts
because I myself am aware this year of one feature in the estimates which at
+this moment should call for considerable comment. Now, it is a feature of
«over-estimation which many people are in a position to judge ; nevertheless,
I have not heard a single word on this subject. I shall explain which the
item is in a moment. But what I want to emphasise is that, when we are
‘making a forecast of the total revenue, we have to take into account that in
.some respects we shall overshoot ¢he mark while in others we shall fall short.
_And T should be much more disposed to accept the validity and the objectivity
.of the criticism if I saw attention being drawn also to cases where we have over-
estimated the probable revenue.

Now, Sir, I refer to the item of imports of sugar. It so happens tha®
‘within a comparatively short space of time the situation in regard to sugar has
changed considerably. At the time when these estimates were prepargd there
-was a certain expectation in regard to indigenous production, and within a
fow days the position changed largely as a result of rainfall and the expecta-
tion of a very large cane crop in the next crushing season. Nevertheless, these
‘budget estimates contain no less than Rs. 150 lakhs anticipated duty from
-imports of sugar. Everybody who is familiar with the sugar industry knows
-that that figure at present represents an over-estimate.

Tae HoNoURABLE Mr. HOSSAIN IMAM : But it is counterbalanced by
-the under-estimating of the excise income. Itis’jumbled up together like the
-motor -spirit.

TeE HoxNouraBrE Sk JEREMY RAISMAN: No, Sir. Even if the
‘forecast of the excise duty be raised by a corresponding amount, the Honourable
Member knows that for every cwt. of anticipated import which is replaced by a
.cwt. of indigenous production, I shall lose over Rs. 7. Therefore, there is
-very little compensation if imports are replaced by indigenous production.
"However, I do not wish to labour the point, Sir, except to say that it is indica-
-tive-of the fact that the criticisms of our estimates are not objective, that the
-crities go through the estimates merely with a view to establishing that we
have under-estimated revenue und therefore have established a case for addi.
tional taxation. As I explained in another place, in the circumstances of thig
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year, it would be the most reprehensible policy to take a highly optimistic
view of our revenue, particularly when the budget estimates of expenditure
comprise only the actual commitments on which we are at present engaged and
contain, a8 I explained in my Budget speech, no provision for new and un-
foreseen developments, and that in a world in which unforeseen developments
ocour almost every day. o

The House will not expect me, I am sure, to traverse the large number of
individual points which were raised but I would like to pay my tribute to the
breadth of the debate in this House and the extent to which it dealt with the
realities of the situation and was free, if I may say so, from mere repetition of
cliches. I found that it was a very interesting debate at which I was present
and I regret, Sir, that time will not allow me to take up many of the points
which I should have wished to pursue. I am grateful to my Honourable
friends, Mr. Hossain Imam and Mr. Sapru, for answering those facile critics
who sing the siren song of borrowing to meet deficits. That is always a very
attractive and easy course and one could save oréself such an enormous amount
of unpleasantness if one followed it. But I wish to say this. In the e¢ircum.
stances of the present time, it is not merely the generation 20 or 30 years ahead
we have to think of. It is ourselves, tomorrow, next week, next year. If
we are not going to pay our way when we are faced with a deficit of Rs. 7
crores, what are we going to do if the expenditure should become considerably
larger ? Sir, the altruism which we are asked to practioe at this stage is not
quite so remote a guality as many critics seem to think. If you were to horrow
at this stage in order to meet your deficit, you might find that you soon
reached a stage at which it was very difficult to borrow any more and you might
then wish that you had gone as far as you cquld on the basis of taxation so that
your powers of borrowing would carry you a further distance along your
journey. '

Now, Sir, I was very interested in the criticisms of the Honourable Pandit
Kunzru on our defence expenditure. I feel sure, in spite of what he said, that
he will agree with me that we have been fortunate in securing a settlement of
the kind explained with His Majesty’s Government, and that for a country
situated as we are, to be faced with so many and so great financial uncertain-
ties would have been indeed a horrifying experience. Now, the main effect
of this settlement, as I pointed out, is to relieve us of many of these gruesome
anxieties. We are left now with the position that the o tyPe of expendi-
ture which-may undergo a large increase is expenditure directly incurred in
the local defence of India. I claim, Sir, that in the circumstanoces, and parti-
cularly when one has regard to the enormous burdens which are already being
borne by the taxpayer of Great Britain, we have seoured a settlement as

advantageous as could possibly be hoped.

THE HoNoURABLE PANDIT HIRDAY NATH KUNZRU : May I interrupt
the Honourable Member ? He has missed the point of my remark. I referred
to the settlement and said that a burden had been thrown upon us in violation
of that settlement.

Tar HoNoURABLE Stk JEREMY RAISMAN : I was going to come to
the point of the Honourable Member’s remarks, which I assure him I have not
missed. I was making some preliminary remarks about the general character
of the settlement. I realised that the Honourable Member made the point
that the Chatfield proposals as placed before the country & few months ago
appeared to limit the extent of India’s obligoﬁom on the externsl defenoce.
forces in & mgnner which has been departed from in this settlement. That:is
°
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quite true. The Chatfield récommendations were' that India should acecept
the principle of joint responsibility for her external ‘defence, that for that
purpose a oertain’prépéttion—about one-tenth—ef the troops maintained: in
India shouald beé earmarked fof external defence and that when thoss'troops
were sent abroad in an emergency affecting India’s external defence, India
should continue to maintain those troops. They said, in effect, it is axiomatic
that if you have a joint liability for your own external defence, then when
your @wn troops go abroad the least. tg&t can happen is that you.will not be
paid for sending them abroad. Your own troops are going abroad on a busi-
ness which you now admit is partly your own business ; they will therefore go
abroad not as mercenaries but as India’s soldiers guarding the outward bastions
of India. Now, Sir, that was the least that could possibly happen, and there-
fore they went on to say, it follows from this principle that India can make no
saving when her troops go abroad on business connected with her own external
defence.  But now in the circumstances that have arisen singce the outbreak of
war there were factors which called for some consideration—I will not say
reconsideration, because the principle of joint responsibility for India’s external
defence was there—but now what had happened ? The cost of mechanising
and modernising India’s army had become a very much bigger thing. It was
not only a much more expensive thing but it was necessarily a much more
difficult thing to carry out in the circumstances of the war. Nevertheless His
Majesty’s Government finally agreed to go on with that h.ighly expensive and
difficult scheme. Does the Honourable Member suggest that we on our side
should have refused to make even the smallest contribution towards the addi-
tional expense of that situation ? I consider, Sir, that this single lump sum
contribution of one crore towards the additional expenditure incurred on our
own troops while they are standing to in places which have to be guarded for
the ultimate defence of India. I consider that this is an exceedingly modest
ocontribution indeed.

Tae HoNourasLz Paxprr HIRDAY NATH KUNZRU : Has that been
arrived at in agreement with the Government of India ?

Tan Hovovrasiz Sz JEREMY RAISMAN : It has, Sir, undoubtedly.

Tz HoNoURABLE Ra1 Bamapur Lara RAM SARAN DAS: Do you
think that external defence should be two or three thousand miles away ?

"TrE HoNoUraBLE SiE JEREMY RAISMAN: Does the Honourable
Member think that if dacoits were coming to his house that the best place to
meet them would'be on his door step, or does he think that if he had armed
men that he would post them outside his gate and deal with the dacoits before
they got within reach of his throat ? B

Now, Sir, another point which was made by several Honourable Members,
and particularly by the Honourable Mr, Sapru, was this paint of retrenchment
and control of expenditure. It has been suggested that civil expenditure was
increasing. I have admitted that. It is inevitable that civil expenditure
should increase in the conditions of:war. My Honourable friend suggests that
a retrenchment committee should now sit down and, presumably, start reduc-
ing the staff which is emgaged.in carrying on the civil government. during the
emergency of war.. .I can assure my , Honourable friend that wherever. there is
a surplus. man now in the organisation of the Secretariat he has been sucked
from his position: by a force.much greater tham any retrenchment committee
could @pply.. I can assure:my Honourable friend. that in the case of all the
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personnel which is under my control there are constant demands every day for
them in what I can only call war positions and that there is hardly a day that
passes when I am not subjected to great anxiety as to how I am to carry on
the ordinary revenue and financial administration because I have to cater for
the needs of war activity. My Honourable friend Mr. Dow pointed out that I
had just had to place an important officer in the very middle of his department.
That is an example of the sort of thing which is happening constantly, and since
we cannot bring into being in a moment financial experts and we cannot readily
call on men who are capable of co-operating in the financial control of an orga-
nisation so big and so complicated as the Supply Department, we are subjected
to very great difficulty indeed. Now, Sir, in these circumstances how can
any one visualise that a retrenchment committee should sit down and call
upon a considerable proportion of the staff to submit the materials on which
this committee would painfully go through every post and decide whether it
could be dispensed with at this time ? I think suggestions of that kind arise
from an utterly incomplete realisation of the circumstances of the emergency
and the great strain to which the machinery of Government is being subjected
at this time.

Other suggestions are that the pay of the officers should be cut, and my
Honourable friend the Leader of the Opposition finds it possible to say that the
pay of military officers should be cut at this time in order that the burden of
taxation should lie less heavily on the excess profits which the commercial
community now enjoy. I find that, Sir, a most extraordinary suggestion.
If I were responsible for adopting a measure of that kind I should feel thoroughly
ashamed of myself, and I do not believe that any incumbent of the office which
I hold would ever dream of acting in that manner. The officers of Government
both civil and military are subjected, as I said, to special strain at this time.
As regards military officers we must remember that they if called upon are
always prepared to do their ultimate duty and lay down their lives. As
regards civil officers they are now working at a very great strain. The increase
in the cost of living affects them as it affects all other members of the com-
munity, whereas for the most part they are in receipt of fixed incomes. If
any sacrifice is to be made by classes other than those who are directly profiting
from the war, then I consider that Government servants must rank with the
general taxpayer and make the same sacrifices and not special sacrifices. The
circumstances are not those which we bad in times of depression. In times of
depression you have the position that the earner of a fixed income is in a
specially favourable position. It may be the result of his contract, it may
be that he has foregone the possibility of high earnings in times of prosperity ;
nevertheless the fact remains that in times of depression that fixed income
earner sits there safe and sound, whilst the ordinary member of the commu-
nity, the business man, and so on, is subject to difficulty and hardship. I can
understand that in times like that the pressure to reduce the fixed charge on the
earnings of the community, the pressure so to speak to take something of
the debenture holder is great. But at a time like this, when the equity holder
is prospering as a result of the emergency I can see no justification whatever for
attempting to obtain a prior or a special sacrifice from the fixed income earner
or the man whom I may call the debenture holder.

Now, Sir, it has been my duty up to now to reply to criticisms and in pos-
sibly a somewhat polemic way. It is more pleasant to me to refer to a point
which more than one Member took up and on which I have something a little
more encouraging to communicate. My Honourable friend Pandit Kunzru
referred to $hg desirability of encouraging Indian industriajists to take advan-
tage of the opportunities afforded by war conditions to establish indtstgies
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which once established could hope to have a prospect of success when peace
time conditions should return. The matter has, as I have reason to be well
aware, been engaging the close attention of my Honourable colleague the
Member in charge of the Commerce Department. If the work is to be conducted
on proper lines, it requires careful organisation and obviously that cannot be
completed in a few days or weeks ; but I believe that an announcement on the
subject can now be expected by Honourable Members at a very early date and
I think that Honourable Members will find that I have made a contribution
towards the object which they have in view. (Applause.)

I have only one more topic on which to touch and that very mildly, Sir.
A number of critics, both in this and the other House, have been disposed to
say, “ Why choose sugar for your tax ¢ ” I will not, Sir, anticipate the debate
which must take place on the Finance Bill and particularly an the clause dealing
with sugar excise. But I would like to remind Honourable Members that in
almost every country—in every country I think I may say—sugar is the vehicle
for a really important tax. It is by its nature a commodity which is peculiarly
suited to carry a tax, an important tax, and you will find if you examine the
fiscal systems of various countries that the tax cn sugar is usually one of high
ad valorem incidence. I will not go into the reasons why it is usually selected
to carry an important tax, but I would only say that in the conditions of India,
where you have both the cruder forms of sugar which are used in the villages
and the more refined forms which are used by urban populations and the
wealthier classes, I would say that in the conditions of India refined sugar is
even more suitable to carry an important tax than in many countries of the
world. Now, what is the ad valorem incidenco of this tax in India today ?
At Rs. 3 a cwt. it is only about 25 per ctnt. In other words, although by
common fiscal experience in all countries sugar is a peculiarly suitable commo-
dity to carry an important tax, it carries in India a rate of tax no greater than
the ordinary rate of consumption taxes as exemplified by our import tariff.
I wish that when the outcrics which are emitted by the sugar industry fall upon
the ears of Honourable Members they would view this tax in relation to that
background, because we are apt to forget and to lusc the sense of proportion
which should apply to this feature of our taxation system. (Applause.)

The Council then adjourned till Eleven of the Clock on Monday, the 11th
March, 1940. :





